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Tuesdzy, July 12, 1983

United States Senate
Committee on Finance
dashinoton, D. C.
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fer a minute cr twe for scae printed materia

in the neantine if we might zannouncs “omorrow's schedule,
¥r. DeArment: Yes, %r. Chairman. In order to

accommcdata the Y2mbers® schedules, rather than meetina at

106¢C0 2s gpr=viously announced we will meet at 10:u% to have

the hezring and the Executive Zession on Jr. Swics s
ncaination to =he Tax Court. Then Wwe wculd resume our markac

The Chairman: Sheila, ars wWe waiting for the handouts?

“s. Furies: ¥z2s5. Theyvy are arriving right aow, sir.

ALCERSCN REPCORTING COMPANY. INC.

~OFIEIT IT. 1w, VASHINGTCN. C.C. 20001 (202) £€28-S300




10

11

12

13

14

18

17

18

Thz Chairm=zn: e 2
tCco.
Senator Grzcsslievs

things thzt I weculd 1lix
business, You ¥nsw T h
langsuace on atorticn <o

amandment, but th=2 prot

rh
-
w1
in
ct
O
ry
£
1]
[a]
(o]
it
@]
[«
n
}-‘
2
D
n
0

I~
i,
0
[t
}oa
(5%
’-.‘
}os
(]
cr
O
9]
fu
}.4
(8]
m

t
o
»
‘—f
"
(9]
-
'—4
fL

&

D
{

(o]
p
s |
9]

cn
that before vecu adiourn
4hich way are w€e 30

1

b4

The Chairoan ve

colleagues on +the left

you be back at 0:307

Grasslevy

n
D
o)
o]
ot
(@]
Ly |

The Chairman: Jery
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i 24CIT=2S3S 2 -“empSrCary
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ave an amendment alZing hizh type
this bill, and I want to coffer that
lam is, if I c2uld 1o tha+t as the

» I would 1like to dc that. Ctherwise,

€21

heariag cf thz Subccmzitsz2 on Agincg

right ncw and then come dcown and do

L ]

ing to z29?

» 31lnc= We are waliting for z f=24 of ay
t0 appear before we begin -- and I

tig w3y == it mizht bz bBetzar for vou

D
2

und -- well, we will find vou. Can

Yo, no. I will be in Pocm 4230,
good. Thank you.

Thank ycu.

me mak2 a hrief ztatement while we are
“emters to show up. We are here tcdav

rorlen which affects aillions s+

e
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pecple in this ccuntry, the 1loss of health insurance dye *o
crzicaczed unemglicyment.

as I hzve indicated hefore, this is not a nev groblem.
It is simply one that has been exacearbated ry eccnomi:z

conditicns. Jur discussions cn how best *o adiress this

issue ha2gan some aonths 15¢. There has been & great deal of

O prorcsals pending befors both the House and the Senate.
ds many of you know, Seractor Heinz, Sprecter arnd
Durenberger were among the =2arliest supporters cf efforts to

sclve the groblems of tha tneaployed. The prorosal we have

&dn2 ticse oI @many others, including Senator fizgle, who has
testifiad Zefore *his Committz=2 on this issue.

The prceosals ay collsagues and I have cfrered, S. 951,
s 1ntznd=zi ¢c be 2 limita? ans tempcorary apgroach to this.
oreoplenm by providing some protaction to those iniividuals whe

ire not able tc finance *hs purchase of private coverage

&
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igyring = izd of unemplovymen< and have no other healith
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lasurance coverace available to theme.

Tt iz not a %ill tc -r=ats national health insurance or
L2 address the needs of every individual whe cdoes not
currently havs health cars coverage. Some, including the

Zouse Ways and fczsns Ccmmittee, have suggestsd that we spend

[14]
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ncre nonies, whils others, including the Senats lLabor and
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It weuld e my hope that we would not Teport cut the bili
itself witaocut 2ithar appropriate spending reducticns to Day
for it, or aprropriate tax changes to pay for it.

- . .
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Y 2l=e want to make 3n opening ctatemen* while

W are waitint for our Democrztic friends +o come?
Senator Feinz.
Senatar Heinz: Thank you, Mr. Chairman. Firzt T want +o

commend you cn an excellent statement and I want tc thank vou
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for all ¢f the assistance +=ha+ you hava be=n in meving thi
legislative package toward the Senate floor and to enactment.
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821 was notv the firs* :ill on t+he subject ¢f hez
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take this cprertunity :c Derhags iay tefeore

¥ nctlon of sSne further ameniaen® which T
has novw worked out. This is clearly neot

At the Congresss has been forced *c *ake

recessicn, depgndinq ©°n what the unemployment level is in
Your stats=.,

Tc deal with come of *he d1ifficulties cf 2z recegcsicrn,
sonetin

nes W4e Ta3I3s 3ok

m

2 hill her=, z2pd the emerszncy health cares b5ill For the

uneaployed. Persistently -~ znd thics was true of the '7%

IsCessio>n 1% it i3 tojay -=- thare are cecple whes= privar

SeCitOr COVerage& becauss of unemployment is terminated and we
ar2 forcedl te coma back =0 Yasiington, D, C. az Tsnatovs fere

Tinance Coamittze, I suppose ac louse Yaphers te the
2ys and “esans Comnmittse, to deal with the rrchlem anew.

One of the things that we have tried to do as individuals

i

nd as a group of Sena+ors working tcgether is o0 ccnpe up

+

with some lanzuagz for this l27islation that wouli mandata

st~stantially longer pericd than is now the czacse,
Acst parct, the amount of ccverzge available is very limites

‘nieed, post-enmplovyment, cost-separatione.
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nct available +o0 us. “hat would de ay hore, Yr. Thairman, is

th2t the Committes woulld zzndate by amendment “hat vhen <rhiszs
pragram explrss we #1ill have the infornmation, even the drafs

legislation, tc put into place some permanent crivate sector
provisicns toc help future unemployed vorkers.

fc specifically what I would like fto 85 is to amend Se.

@31 ard add la:nguzge which requires the Department of iealth
and Humnan Services +o study and report back to Corngrecss Ly

June 1985 their racommeniations, including draft legislaticn
fcr changes in the privats health instrance marketrlace which

dould nandate adeguate continued coverage and conversion

privilsges for smplcovess who wera invcluntzrily *=rminztes
from their jors.
The Dopartment’'s reccrt t> Congress, in this T“enator's

judgment, should include, a3t 3 minimum, the projected expanse

to emoloyars, z=ssuming no contributions from former
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empbloyees. Yepefuily, ¥r. Chairman, armed with appropriate

ive specifics we cculd not only
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hold hearings tut we couli move forvari to out that kind of
issue to rest oncz ané for all.
Tt is sy understandini this Sheilax Burke and Yancy

XKingman of ay staff hazve workzd out aprrcpriate language to

imclement what I have just described.
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eila to <c %hrcugh the 1le islaticn,
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Senater from ¥issouri has an amencdrien

or Yovnihan has =2n amendment. There alsc may be

18 otners, bu:t we 3rs 2ware =2+ loss+t of tﬁcse amendmonts.
14 Let me call on Senator Lurenberger.
15 Senator Curenbergers Thanx ¥ou, .. Chairsan.
16 ~et ne coniine ayself -£to perhaps Jjust broadening the
‘ 17 scope under which this problem comes hefore us., T thirnk
§ 18 thzre are prokably a lot more peorle concerned about this
? 19 prorblem than those who have teern mrentioned, who for on=
| 200 teascn or aancther have gzotten involved in authoring
21 lerislation, Zecause it has been 2 prchlem that has been with

22 us for z long tTims.

23 It is part of 2 larczer prorblem that we face in thi=

24 countr¥. Ye sgent §3CQ billion a vear on health care. We
2E Zind = vari=zzy ©of ways to provide incentivas to build health
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3wful 1ot of 2mericans who go without adeguate hezlth car=.

ng durina the course
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I think the problem thzt we are See

of this recession is a sor:t of inducec manifestation of a

-
Colorads

much largar prcbleane. I spent a day last week in

With & ccmmaittee that has -een privately firanced lcoking at
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Hcv many times have we had the public hospitals an
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ity ho ling us you cannct cha2nge
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Yeiicare, you cannct change this, vou cannoct chance that

Lecause we have this tremendcus burden? #ell, out in
Colorado they are trying to aiiress that problem znd they are
LIying tc address i1t in a larger scope than we have been z51ls
te 3o in M23iz3id or that we will be able to 4o in this

CILCQreame.
Jow there are a ccuple of things that are important to me
in ceonsidering th2 venicla that we choose here and rejecting

Va3

scme of the other vehicles. Yainly, we are talking abcut

h=2z21+h insurance for the aremncloyed, and we are dcing it 2% =
tlze when 73 percent cf ths pecple in this country have sonme
2ind of thing called zan insurance golicy that goes way bheyond

I meen it coces way beyond the point where you are taking

ALCSSSON REPORTING COMPANY, iNC.
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l2ration the orizinal notion of insuraznce, wnat
tcr themsslves and what thev neeled some
ZCCRSRl1Cc Trotectiscn, acaiast. Sc in lockinz
T unemplcved perseons, I think there is a

provided for rcesple who ara unz=mploved.
Seccadly, as cur colleague John Zeinz pecinted out, and as

his study certainly will goint opt -- and Je had said 1¢fu

instead of 16835 T yould te just as happy -- and *hat is thz+
the glace t2 rrovide for =he unemrlicyed is the same vlace
that ve providzs f:or pregnanciss apd disabilities znd 3 whole
lot ¢t other work-related health coverzge. It is in *he
zzzloyment sec=zr.

A lot of statss have started off on this track aiready
“ith contiauizy o coverage. 2 lot cf the unicns have
fancateqc one-y<z2r =nd two-vear extensions. So z2ll ve =re
doiag here, I *hink, is £illing & kind of tempcrarcy garp in a
process that stzrcted beforz w2 ever got into the business,

ani that is to try to provide through the health insurance

il

t with yocur emgployer grotecticn for those

n

2rogram that ycu 3

periods of time 4h=n vou are unemployadi.

¢ It is rezlly imrortant to Xeep all cf *+heose Xinfes of
things in 1ind whzn vou comrare what this Committee ig doing

4itn the large new ~lack grant, new spending of money that we

her rodv or

th
ct
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D
Q
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i¢ net even L:=ve, =hat is COoming out o
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I just think if we ever lose sicht of the direction in whiech
“e nave reen wcving on *this Committese toward cos- contzinmens
by Just gettinc pzople to be more sensitive aktout the cost of

their health czre, thean we will. have bougnt oursslves large

ieficitsg and 2 1ot of cromises th2t w2 cannot deliver on.
SC as we 2pgroach this issue tcday I lLope that we zre

¥
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joined by our cclleazues on the other side of th
that we can report out a =ill that can be built con and not
Just shoved aside two years from now and have to do what we

ve
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could 4o =hi
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The Chairsmans Thank vou. Senatcr Chafee, do you have

w20 ing comaznts?

i
jor ]
L<
Q
3

7]
(o]
.

enator Chafes:

3

he Chairtang Sfenpator Danforth?
Senator Danforthe Yo, thank vou.

The Chairman

Ye understand Senator Yaucus and Senator

[A9]

rzdle

o

5

arz on thzir vav. “h2n they arrive, we will have the

Macic number of seven to start ¢cing something. In the
Mmeantime, +0y i0 we nc:t just vicit abcut the »1117?
ILaughter]

The Chai

"

mane Sheila, why do we not have an informal

visit? Howld vou 2xplain, plezse, the princiral features of
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S. Burkes Yes, Senator, lLabor an? Human RFesources.,.
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t2e prcvides feor excenditures of Grpreximately Ju

i cvat 1n 23ulvalent pericd of time 3nd trcvides for a
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nuiaber of indiviiuzls elizibiz and the reiationshiy to tha
unzmployment cczpexsation system.
The eligircility, zs provided for in 3. @81, wouli proviie

for eligibility fcr those individuals who had been in receipt

unemployment ccmpensatiosn or who had exhausted it within

[0
r4y

Six months aftsr 2xhaustion of thoseas benefits,

2

#ays and eans

Committee legislation, is really threse-fold: those
ingividuals whc area receiving unemglovment ccmrensaticn;

thzose wh'o have received unenmployment ccmpensaticn within *he
prior two years; 2nd those who have bheen crevicusly emploved
and meet rzasorable financial or medicazl standa ds.

The provisicn ccntzined ia the Labor and “uman Zeccurces
Ccmmittee's suggestions orovides again for threefold
CCverzGe: One 0or thoss who receive and then le==

D

unasmployment ccap=ansation with respect to *he most rercent

benefit year endinag no earlier than Jdanuary of 1983 and no

ot

later than Sercteamber of 1385; those who have Lbeen unemcloyed
for not less than 26 wecsks; and, finally, those who have -ecn

Weaks but have nct lost *+heir
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So in =2ach z3s=2 thers is 3 slightly different definition

9f individuals who are eligible for coverage.

W1th respect ¢ the btenefits provided in each ciece of
lezgislation, thsy zres comrarable in that they are desicned in
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2 pr=natal and Zost-partum care.
3 The cost-sharing resquirements difter Zetwesn sach 2f tk:

4 ororosals.

5 Rescurcss 211cws the states to require a premiun of the
8 individuals g=zrticipating in the program ©f betwseen five

10 Ccamittee crovides for a premiun r=2quirement of up *to five

ko]
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11 cercent of the weskly unemployment comtencation

12 31llows th2 stztas to apply some co-payments.

13 S. %29 provides for z premium of Ur to eicht gpercent of
14 your unamclovment compensation weexly check, znd wcould alse
18 proviie f{or ccst-sharing t-at the stztes Tay decicn, which is
16 limited to a certain extent 2as ccropared to a takehome in

17 terms 2f unemgioyaent compensatione.

18 Zach of the bills also provides <or some changes with

19 respect to the privites sactor. The bill, 2s acreed to by <the

20 Labor and Yuman Re2sources Ccmmittee, has three previsicns

21 with respect toc zmzndates on private emclovers. The first

22 provides for : :0-cdav continuasd Coverige it the same premiunm
23 ctelzticnship sc that if an emcloyer offers privats ccverage

24 an? a2n indiviZuzl she is 2aploved sccapts that coverage ang

()]
fal
;ly
._ s
[§)
n
1]
n

'
n
(]
Q)
(]
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The Chzirmang Sheila, iz that the little two-rage

f

arendnent you have there?

s,
> {
» i

I

“s. furk £, Sir,

n
[§)]

The Chairman: Do ycu nave additiosnal copies of that?

1y

¥Ys. Rurke: #2 c3an certaialy hzve them made.

The Chairman: Ckav. "e are having copies mace right
now, L believe.

Se 2urkes Again, the Zabcr and Human Eescurces

8]

Cocmmittee provides that the enployer nust continuz benefits

fcr ¢0 days after loss of smplcyment at the same -remium

premium, for examrcle, and the employee paid ten ctercent,

3
2
h

1eingad or 90 days.

C

t
}4
(&)
W
0n
jab
o
L]
L
o]
e}
' -
o
vy
T
0O

f

They also require for 3z s=cond 30-day period that the
3IOUp ccovarzge pe made available at the full cos: to tre
emplcyee, so the 2mployess zoul? continue coverage for 90
days, again 2t their responsibiliity -- no employer cost.

Senator Benptsan:  Which bill are vou now referring to?

1z. Burkes To the Labor and Human Rescurces Tommittee

BEentsen “hat is the number cf that nne?

¥s. burkes S. 242.
Senator Rentsen; Thank vcu.

¥s. Zurkes The third private sector requirement in tha

e
(Y]

Labor and Human gources Ccmmittee lecgislation, S, 2uZ,

W CERSON REPORTING COMPANY, INC,
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provides f5r a mandated 30-day open enrocliaent cericé =o

individuals duriag that period of time would ernroill

Spouses were thelr spouse to have loss coverace Seczusa

Yeans Committee legislation, H.=. 3021,

-3
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D
x5
[s1]
<
0
iV
oo }
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néates cn private employers. The first i

By

orovides foaor

30-day contirnued ccverage, that is, a mandate 2n the amplcyer

(0]
17]
ko]
=1
O
<

to continua £5r 30 days the insurance grovided ¢t

1

is similar to th

. .
of fabeor arnid

i
+

(8
o
£
(B0
<
[N
(o}
[
1]
[
]
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it
Q
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b
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~
[
ct

X2sourza2s i1t the same pramium relaticnshic. So i

[ ]
)
n
o
t
0
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[19]

emrloyer were to pay, for example, 100 pe
they would continue to do so for 90 days.
The Ways and HYeans Comzittee leciszlation alsc orovig
for a mandated coen snrollment period to prcvide an
opportunity fsr aa iadiviiual to enroll 4
if that individual has lost coverage cecause they were

covered unier a spouse who lost their en loyment.

n

or=mium

]

es

{

They 3lso provide for a mandated cprortunity te convert

to an iniividual gplzn fer an individual vho had has :zr

S. 951 provides €fcr one regquirement with rescect o

S they provile for an ogpen

(&

srivats emplovers, zns thit
enrollment oprortunity for 30 days, azain like Ways ap+d
Yezns, to crovide for an spportunity for individuals to

2C =2nroll themselves if thev have

ALCERSON REPORTING CCMPANY. INC.
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ir spouse had insurance zad has lost it
of emgloyment.

s Committee iszsgislationr also exXxempgt

0]

one of the

3
oo
o
rt
=
"
f_-l
}-
or
1]

emrloyers with 25 or less zmployees.
suggestions that we make with respect to <. 851 1in
modifications, and that is to exempt small emplovers, toc only

irrcly to those employers sf 25 or mOCe.

7

Each of the lecislatiosns has diffzrent termination dsat

D

s,
but theylare 21l approximately two vyears in length with
Ta2spect to the l2ngth of the proarams created by teth the
Labor and Human Resources bill, the “ays and VYezans Committee
legislatiosa, and S. 951, They all eni in 198%, toward the
middle to end cf 1326858,

The Chairmzans That information is available in suhamary

in the che2ts just passed ocut. It might be Wwell o have

fi

s T understand it, from 31 cost stzrndpoint, S. 282, which
was reported by the Lator Committee, and S. 951 have

iZentical fizurss. I that correct?

n

¥s. Burkes Thet is correct, Senator.

The Chairman: $25C aillion, ¥¢00 million, an< F700

}es
Q
th

million, for a zotal f1.8 billicn over *he next three

fiscal vears. In fact, it would te fiscal 1983, 1%€f4, and

The Ways and Yeans bill is sutstantially mcre costly

ALDERSON REPCRTING COMPANY, INC.
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rmans: Whis

5 The Chai

8 iniicate for the record that what we have tried tc do in *he

18 S. 951 and there 2re z number of suggested modifications to

19 351. someone would like aijitional explanation of 351

V-4
It

|
\
|
8 We undsrstand those discussions were t2ld, final 2iscussiosns
10 were held yesterizvy. IS5 that cor-cect?
11 ¥s. Burke: VY=s, sir.
12 The Chairmen: And members of the Committee and their
| 183 st:if have hal an opportunity, plus tha rrcfeszional staff on
i 14 both sides, to discuss this. They have discussed at length,
\
! 18 I understand, certzin zrovisions of the Hill.
16 ¥s. Zurke: Yes, sir.
|
1 17 The Chairmans At this point T woul? suggest that we uce
|
\
‘
|
|
|

20 itself, we can go into that at ¢his time, Or wWe can gc intc
21 some of tha suggecsted amendmeats whicn have bzen “rouch .ok

n and have besn discussed by staff, zmendnents

N
[ 5]
o]
]
jid
cr
ot
Y]
v ]
rt
[
O

23 that hzve been, I think, gretty mauch blendsd as a resul*: of
24 st3ff iiscussicnse

over the suggested rodificaticns which T

(]
(4]
l 1
o
'l
[
7]
[
[
n
4]
4
G
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The Chairman: e lave sevsn aemnters with us. Senator |
|
Zentsen is in the sack rcen, SO We ars now lecally permit+ted
|
22 preocsed Wwith 2ur wer% on this lzgislatisn,
So let us ftak2 2 look at some of the suggested
modificatiocns %o ze2 whether or not +here are zuestiona.,. It
act, it 1s my hrope that Wwe can adort the amensments that are

suggested 1in this croup and then gc to the amendments that

other members may have.

1
S e

4ith T

(Y

E]

(B8

st2d chance i

0

rst amendment or sug

o

2urkes Th T

17
[9]

et
Q

th
a)
O
2|

ract those individuals who would be excluder

2ligitility *c the prodarafe. The bill currently excludes fran

cCverage

(]
]
s

I
19

. S5u8agcg

those individuals who are elicisie for

T

ested zmeacment, which is incced consistent with &h

im=ndment on the Hcuse side, would also exclude those

Z3ide

(3
(B

2r privats ceov

D

otherwise =1igikt2

als whz 2r

14
L]

1

@ither becauss cof the open enrollnment cepportunity for

Sce this simply makes cons

thepselves or for itheir spouse

stent the 2xclusion of those

'—l

individuals wno have scme oSther cpportunities for coverace.
The Chairman: Is there any objection to the firs+t
amendnent?
{N> response.l

N

[
cr
Q
.

Chairman: Tf not, it is agres=s3i

Aurke: The sz=coni amandment ieals with <he bepefits

£,
Ly
1l
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Q
<
1]
"y
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providing the states the cpportunity tc define the amount,
duration ané scope of the benefits, dces provide some limit

tc the tvz2 cof bensfits thit shoul: he proviied gnder +he

a}

program. It currently limits those benefits to in-patient
hespitzl services, emergency out-ratient hospital service,
physician services including those praovided in clinics, angd

prenatal and postpartum care. The bill specifically excludes

rn

ing home services ang 1rugs or biologicals

m

"

o
(e ]
Ul

coverzge 2
@xcept when they are provided 2s rart of an in-patient
Service.

Thz cuggested smendment is twefoli. The first is *c¢

permit cocverage of laboratory, x-ray and radiaticn therarpy

n addictien,

]

Servicss and *he services of = nurse-midwvife.

Stzt2 determines that sSuch henefits are cost effective,
Senator Bradlay: #r. Chairman.
The Chaiirman: Senator Bradley.
Senator Bradley: Could yeu qualify that? Under what
circumstances 4ould home health benefits b2 coverad hare?
fs. %urkes Presumably, Senator, if they vere determined

tc bz uszed in lieu of institutional services, founé to ke

4]

less costly for “he state in terms o0f providing services for
an indiviiaszl. It would be that in lieu, perhaps, of

itional days of hosrpitalization Oor perhaps lonc tern

2

ax

p:

Y

O
o
"
D
L]
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adl2ys So that is left to
V=g, sir.
Senator Pradilavy: “hether x-ray or lab therzcv or
services of a midwife are desirable, but then, in a:

that, “he zuestions atout

M

whit home health henefits

guestion.

Senatscrc Pradlays So the state cculd de+ternine
benefits it wanted.

Yes, sir,

shiz-h benafits

“cula be covered,

fad
j

left u

'‘a
“t

o] 2 stit=,

within this context.

ave always been sermitted to determine the arcun:,
and scope of Tfenefits.

‘Senaztor Briflay: “kay. Thank you.

The Chairmang Ar2 thsre any other cuestiocns?

Your o

£~ < | 1 5
-or Ltl tnlit lsl 4 IrC

)

Exe

Chairman, it

n

¥r.

ece things have +to0 be paid
cf the benefits, if would
surgestion as tc how auch

s .
cnlsS 1S

resentation,

meh

(9]
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czy fcr this,.

Ys. Zurkes Tes, sir. Cetermining how much tre benefit
wculd cost wculd depend in large fart con the tenzfits the
States chcse to proviie. They may also provice for cost

W

S

of their costs of providing the service.

packags cost weould
decided they coulj
grovided to them.

state with respect

T

a

rins on any one of those berefits, theretby reccocurinc sore

Zut the benefit
e3lly depsznd upon the state and dhat thev
fford within the context of the money
her2 are no mandatcry reguirements on the
¢ 2 miaimum benefit package. It is

2ntirely up to their discretiosn.

The Chairman: BRBut the total cost would not exceei §1.3
pillicn?

5. Surke: That is correzt. To the fa2deral government,
the ccst woull not exceed F1.8 “illion. It is a tlock g3rant
in that sense. S5 a change to allow the states tc previde 13
broadar range of henefits would not alter +the federal
cesponsikility for zosts.

Serator Chafee: #as that true of the priocr amendment
to2?

¥s. Eurkes Yes, <ir.

The Chairnan: Well, on same of these amendments you are

geing to be cutting
rizhe?
¥s. Eurkes The

Pack and not expanding, is that net

total zmcunt of dollars proviced for

~LCERSCN REPCRTING COMPANY, INC.
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d by any of these ameniments. I~ wonulZd

he 2izta

vide the states rmere discretion in the czse of th

z1r-nzns: Ckzy, let's taks Dart R.
rke: Part P simply states that if indesd -- it

reguirement in a sense, and that is to s

o
Q
Q
)
"
o+
t

tate provides any benefits, it must provide at a

least 3 mixture of hoth institutionzl ang

benefits, as long zs t!

(]
g
)
H

ambulitory. The zonzcsrn is tha= they reflect in their
pzchage 2 Zesirs to use less coestly zlterratives

—

zen

3]
t

Nairrans ~ell, following ths saame Juestion

nces you aight in £

t
v
{v
(]

rzised, in some of these ins

17 lower the “otsl cost By broad=ning ths option, is that

18 correc*?

19 ¥s. BurXes: That is zorrezt, Senator.
20 T™e Chairmans: Rather than have them ac in~-patients, t

21 mi~ht have home h2alth care which cculld be less costly.
22 ¥z, Surke: Ye=s, sir. Ve Wanted to be sure the states

23 have that osption.

24 The Chairmans 2c 7cu chare that view, ¥r. Hoyer?
25 qr, Yoyver: Yzs, T 4o.
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Yr. Chairman, I think any

Save that

(&
'._l

tc be covered and

s
&)
0
&,
-
t
>3
rt
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m
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ke
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Ja
I'n
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cizcumstanza, we 1ire 70iny to save money.
The Chairman: Are there any other guestions cn either A

or 27

[¥¢c response.]

Tha Chai;man; If not, it would be agreed o,

Cost sharirg is next.
M ¢

#s. Burke: S. 951 currently permits a states ¢o imrose

€cst sharing requirements for covered services which could

n

Nt on the average exceei 10 rercent of a monthly

)
]

an

nefit. Tha: was designed to ensurs that the

D

AgloyMment D

¢

cost sharing was not excessive in the contaxt of what an

indiviZual actually rsceivad in teras of a zash bhenefit.
The suggested amendment would rermit the state to require
€cst sharing on osut-patisnt sarvices that does not on average

@xceed 5 parcant >f a ponthly unemployment compensation
benefiz, and with resgec: to in-patient services, thatr the
Stite may require cost sharing up to the limits provided for
under the *edicaii program.

It is 3:1sc suzgestei that at a minimum the state nmust

require of these individuals ccst sharing equal te that

[a}
Y

regquired of those who 3 elizible for Medicaid.

The Chairmans All rizht. Yow, how does that track with

~LCERSCN REPORTING COMPANY, INC.
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ntrzct with zp 2utside organization, perhaps, with an HMO,

28]
8,

the Ways ani ¥eans 2111, that provisisa? VYcou 3o not have to
into detail, tut is =hazre 3 substantial difference?
¥s. Purkes; Theres i1s not a substantial difference,

|
|
|
|
\
Senator, as I reczll =yt let me Jjust double check.

In fact, i+t is comrarasle to the 7ays ani ¥eans Committen
slztion.
The Chairman: That is what I thought.

Is there any sbjectisn to that am=sndment?

{“c response.]

[
ot
(o]

.

The Chairman: If not, th=2 amendmenct is agreed
Next is administration.

Ms. Burke: The lagislation currently provides that stszte

inemployment insurance agencies would Jetersine prcgram

ipiiity, ani funds ara indéeed crrovided uncer +ha

hezith benefits would :e administe

!
[(Y
¢

o
]
r+
o
[t}
(4]
rt
[V}
t
1]
21}
e}
1]
= ]
a

lceady designated to aiministar the state Yedicaid program,

Ceimbursement for those COsts are also provided fcr in

The suggested amendment would continue to require the

te to utilice its unemployment compensaticn agency but
id permit flexiiility with Cespect to the administratiosn

he health aspects cof the rrogram. Again, there is a

tates the option to use an agency, to

ALDERSON REPORTING CCMPANY. INC. |
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With 2 privaste sector insurance company who would be willing

igibility for these indivijuals.
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Sernator Ffradlisvs Yr. Chairman?

The Chzirman: Senater Brailey.

Senatcr 2rzdleye The others in the suggested amendment,
the entities taat you have Jjust Mmentiocned, the H¥Cs, etc.?

¥s. Burkes VYes, sir.

The Chairzan: ¢kav.

If thers is n> obj2ztion *c that amendment, good.

Scme of these may bYecome rather technical. If so, would

€ YOU @may wvznt to set aside for just a moment
because it may involve a lencthy discussion, and pass on to

the more techniczl.

¢}

The naxt is tne state-fedsral funiing issue. Following
that is 3 guestion of the reallocaticn of the unexpended
funds.

Because the progran provides for a voluntary choice on
the part of the states with respect to participation, there

wNc would choosa not to participate.

¢
ct
U
t
v
0
£

may be those

bel
(W)}

Currentiy, S. 1 provides that any funds allotted to a state

-

#hich 1id not establish 1 program would be reallocated at the
end of the 12 mcnth period beginning in 1984, which means the

reallocation would not actually take place until 198%5.

ALDERSON REFORTING COMPANY, INC.
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The suggested amendment is that those furds b
reallocated at the end of the first 12 month period, that is,
in the beginning of 1984, and at the =2nd of the secondi 12
month period. Again, recognizing that there may De states
who opt in during the year, you want +o make sure there are
funds available t5 them, but if at the end of that period of
time they do not use those funds, they would be reallocated
to those states who did choos: to particigate.

The Chairman: Is there zny objection?

Senator Baucus: Mr. Chairmane.

The Chairmane Senator Raucus.

Senator Baucus: Thank you, ¥r. Chairman.

(ad
T
(™)
n
o
[y
s
[

Sheilz, as I anderstani it, we no longar in

} 1]
ct
.
0
Q
oo
»
-
N

have the 13 Heek IUR determination? Father,
aonth basis, is that zorrect?

¥s. Burke: That is correct. In terms sf the
letermination of the matching formula, it is a 13 week IUR.

Senator Baucus: de do or 40 not have 13 weeks?

¥s. Burkes There is in the lacislatiocn 3 13 week TUR
week used in determination of the matching rates.

¥r. Baazus: Nell, #®r. Chairman, I frankly thoucght this

ff and agreed tc by staff, *hat that FEe

"
th

vas discussed with st
changed to a 12 month period iue *o the fact that d4ifferent
States have different summer employment levels, particularly

S in the northvwest, like ¥Yontana, has

Tng =2Xtractive stat

W
(!
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very low unemploymnent in the summer mcnths, which does not
reflect the unemployment levels the rest of the year, the
logging industry, for examarle, and it just sesms to Te that
for this to be fair, it should be on a 12 month basis, not on

a 13 wesk basis.

Senator Durenberger:

“hat if we went to cix months?

would that sclve the s=sasonal factor?
Senator Faucus: Six aonths is fine, too, tut I 40 +hink
12 weeks is too chort.
¥s. Furke: That is an issué in the context of the %
. |
matching foramula which we hava Yet to 2iscuss, but T think ‘

being --
The Chairmans

TS

LI YOU hava no
accepted.

¥Ys. Burke: Sc

average IUR ¢o
Senator Z2aucus
The Ch2irman:

six months or whatever the matching formula eands up
|
|
|
\
\
|

W=21ll, six aonths is okav.,

other o-jecticn, the amendment is

then that is the use of a Six month moving

letermzine the natching rates.

thank you.

\
\
provisions, is tha+t the naxt one, the next issue? |
¥Ys. Zurke: Tes,
The Chairman: ¥r. Relas.

(e V)

Yr. Belas:

prcocvides €or

W

dr.

Chairman, S. 551 2s it was introduced

30 day open enrollment period when the srpouse
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©r parent >f an employes Lecomes uynemploved. The sanction

convince 2aplovers or +o crovida an incentive “or ermployers

to preovide this oren enroliment period vas a denial of 5§
percent of the business deduction asscciated with the costs

of the emplover-paii pl2n, medical plzn.

The suggssted amendments would change the sanction to
352¢C per violation:rather than a ienisl of S50 percent of the
ZC0 renalty tax woul?

be expressly required to se paid with an znnual tax return bv

b4

n addition, the rpenalsy in the sucgested

13
[
(9]

th2 enm var.

n
4}
%]

nizatio

i

'

amendment vould be applicable t¢c nonprofit org

well as taxable entities.

intrcduced is that it

[#2]

)

51 a

%]

1s Wwith

13

ths proble; .

o}
(-
~
(ad
@]

would not zppiy =z nonprofit organizations hut o

In addition, it is sucgested that you may want to
consider that 2z state would N0t be eligible to receive funds

under the provisions unless it has cocmplied with the open

n
[{})

enrollaent period itself; and finally, that ycu Tay want to

liai+inp the open enrollment cericd to situations

ccnside

a]

o)

's spouse has becone dnemplcyed rather than

‘3
o
%]
"
{1}

.

“hare the =2n

virtually alji

h

cr
i
rt

ar The reason for this is

ih

LtSe.

580Uz e or ¢

0

grcup insurancs plzns that we have seen do not cover an
emplovee's parants but only cover his immediate family of

Wife and chili-sn, spcocusa and children, and it would bLe a

ALDERSON REPORTING COMPANY, INC.
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¥r That would b%e *the last sSyggsested

[ 2]
[
17
%]
-
117}
[
]
.

Relszs

.
'

change. That obviously iz a zrovision that. is a colicy

decision 1s tc whether the coamittee ¥ants tc put the
adiitional adainistrative hurfen on a smaller arplcver who
his less ability to deal with the administrative ccrplexity.,
The Chairsman: Is there zav discussion of this
amendment?
Senator Chafes: Well, in other #OLCES, insteszs of ioing

b
(o]
tis
-
L
ct
-
Ly
31)
<
1]
fv
rh
[
s
n
~)

#r. Zelas: It would ke a renalty tax of 3500 ger

w

violaztion. The r=ason for doinc the excisa tax type TOnc=pt
rather than denial of the deduction is that ther= would be nc
sanction to inducz a nonprefirs corporation to comply with the
opa2n enrollment perioad.

The Ways znd Yeans Committee crovided for a 10 sercent
additional tax of the amount -¢ +*he premiums feor the yrcup
policy. The Wzys and Meanc version of the b5ill also included
fecr continuaticn 5f benefits and conversicn to an individual

policy. Those provisiosns have additional cost factorz, anid

ALCERSON REPORTING COMPANY, INC.
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W

a larger faction. z
se2med that it nay be tos draconian = selution %z have a 390
rercent denial of the deducticn for merely the oren

N

ot

enrollaent perioi oprovision, which is 2 very nmincr cost iten

to an emplcyer.,

The Chairman: In cther words, our is less severe.

#r. Belas: This Wwould be a less severe ceral*ty and woculé

increase with *he number of violations zathar than teing s
f1s3t amount.

Senatsr Chafe2: Whit constitutes a violiztion?

¥r. Belas: A violation wculd amean where zn amploysee wWas

not arble to be able to change his insurance status “rom
2arioyes only to familv.

Senator Chafe=: So there could no+ be more than cne

viclaticn ger =mployee?
¥r. Belas: Zar enrloyee, ves.

Senator Chafes=: And it would not even avrlyvy to those
vith 25 or less employvees?
¥r. Relas: That i1s correct. That alsc is ccnsistent

with the Ways and “eans Hill.

n
sD
o
ct
0
n
ot
D
’ ']
&
N
[ 13
[}
°
R
oo o
Y
’_l
ty
=]
[o}]
=
-
o]
[t)]
o+
=]
m
[
3
Q
=1
(W)
"
1]
4]
r
o]
[
rt
=
0
4
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long emplovers Have to coma-1into compliancs with this
srovision,
¥r. Zelas: dnder S. 951, i+ woulsd re a €0 Zav rpericd

from enactment.

|
|
Senator Heinz: Is that a reassnable reriod?
|
|

#r. Belas: ¥e are told by the adrinistrators of these
plans and som=2 of *he providers t5 whom we have spoken that
60 days would e sufficient for the open enrollment period.
If the comaittee 2sciierd +o gc further and crovide “or the

continuation of benefits or something in additicn,

You would need a3 longer lead time, but 50 days would Sa
sufficient for o222n enrollment.

The Chairman: Is there any further discussiocn of this
im=2ndment 7

’ndi thsy =2r2 3111 cren for additional discussicn it
scmebody wants to raise a point.,

(No re=sconse.]

The Chairman: “ithout objection, it is accepted.

ds T understans, the last amendmeant on the group 2f
Suggested amendments, or at least not ceunting the one we

passed over, iz the effsctive iate.

)

Wwhat you are Suggesting is to make it

August 1 to 2ucust 1, as the 12 month reriod beginning August

ALDERSON REPORTING CCMPANY, iNC.
<0 FIRST 37, NW.. WASHINGTON. 0.C. 20001 (202) €28-8300
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¥s. Burke: And August 1, 1984, that is ccrrecst,
fenatocr.
Th2 originzl leqgiclaticon hregan June 1 of 1983,
The Chairman: It is now past that date, ~icht?
¥s. Burke: Yas, sir.
The Chairman: I do not know of any objection tc that
\

amendment. Ae will have to change.it acain if we do not get

mcving.

uss irn

=
]
9]

Now, w2 have sne amenimen: that we did want to Fi

wanted tc offer his

i

W
(=

n

N

some detail, but I think if Ssnator I

t. I do nct helieve

123

amrendment, we pight be able to consider

]

it is controversial, and it would fit intc the private secsor

area.
Senator keinzs Mr. Chairwan, I spoke on this ameniment

entsen's

[V}

in my introductory remarks. Put fer Tenztcr
benefit because I think we got started on our discussion at
least refore he arrived, le+* ne say this. This 3mendment
would be 2 study amendment. It would =ssentially require the
DPepartzent of Health 2nd HYuman Servicss to study and repcert
back tc the Congrsss by June 1985 their recommendations,

slaticn €or changes in the private health

h
}.l.

t 1

Y]

including 4dra q
insurance aarketclace that would mandate adequate continued
coverage 2and convarsion privileges for eamplovees who are

invecluntarily terminated from their jots. And as I also

observed, that repor+ should include 2s 3 minimum <%he

ALCERSON REPORTING CCMPANY, INC.
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n

lcyers, assuming no ccntrisutions

kel

crojected =2xpense tc onm
from former esployees.
Thig i3 an arsa, vou mavy recall, that Dave Stocekman

testified as to the desirability of Ccngress finding a way o
mandating :ontinuin;.postseparation coverage, There ig a lot
of information that is not available, that we simrly 40 not
have, 2nd rather than legislate unwisely and too auch, we
decided we had better get sone more information. and this we
think is the rest way to do it.

Seﬁata: fentsen: I wouli say that woulgd certainlyv ha

ected tdo mzke a centribution and is obviously z wWworthy

2X

Lo

objective, I vould be glas to support it.

The Chairsan Are ycu going to change the dete in

m
(1]

accordance with Senator Durenberger's suggestion?

Senator Heinz: ¥ell, I assume *that *hat date has reen
chosen for good r=2ason.

Sheila, would vou care to explain what that gcod reason
is?

Senator Durenberger: Yes, exrlain it to me, too,
clease,

ughter.]

1)

[Generazl i
is. Burke: The gocd reasosn was --

The Chzirmang January 1, 19857

o

Senator Heinz: I think any date after ¥Yovember 4, 1984

probably would be all right.

ALDERSON REPORTING COMPANY. INC.
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General lazuchter.]
¥s. Burke: ¥z were tryins to cooriinate it to a certain

extent with th=z ccmpletion of the puklic sactor PrOoJgrem pricr

Ue)

to its completion so that vou could plan in advance for anv
long term private sector changes that would indeed enhance
the ability of iniiviiuals who are unemployed *o chtain
insurance. So ce::;inly 2nY time prior to the end of this

bregram would certainly be fine.

L
el
-+
it

S=nator Keinz: I would think the January 1, 1cas

h

(o]

wonld make sense for 3 variety of reasons in addition ¢
mzking Senator Durenberger haopy.

The Chairmans: How much time would that give uUsS, eight
months?

iSe BuUrke: A vear and a half, but it would e eight
menths until the terzinatiocon 5f the progranm.

Senator Bent;en: This is an amendment of Senator
Ddurenberger’s +o vyours, John, and I would like to know if we
will have the rest of the day befcre the till is reported out

£25 change o2ur winis on this.

—

[{General laughter.

The Chairman: vell, you may even have several davys.

Senator Feinz: The Chairman has assured us that we can
7affle all we want, Llovid.

The Chairman: All right. ¥ithout objéétion, we will

adopt that amendnzn+.

ALDERSON REPORTING CCMPANY, INC.
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4ell we have just adooted the Heinz amendment which cz21lls
for a =studv.

Senator Yoynihar has in amendmenz.

Senatcr Bradleys ¥r. Chairman, I have an amendment that
I think is similar.

The Chzirman: Why do you not ¢o 2head?

Okzy, we have one that will take sonme discussion, unless
We vant to go back and take care of that. Then Senator
Grissley has an abortion imendment, ard Senatcr Packwced
wants to be here for that one, and Senator Danforth hac an
amendaent.

So why do you not go ahead and raise ycurs.

Senator Bradlsys: 211 ricght.

fell, I really have two. The first one goes to when the

d. I think under the bill it is

18]

sSt2te natch will he ra2qguir
Cejuired as of September 3C the state would have to come up

with its share of the funds, and I think we have to be

cealistic here. d2 are not going to really get this thing
passed into law until early fall, and this is Joing to

razuire stite legislatures to change, if they are going *o
participate, their budgets ani raise the ravenues, and I just |

think 1f we are r=alistic, we ought t2 rush that date hack up

It is when the state hazs to ccnme up with their monevy.

Unier the bill now, it has to come up with it September 30,

ALCERSON REPORTING COMPANY, INC.
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and since ve are probably not going to get the whcle thirng
passed until Septamber, we mizht as well he realistic and
push it back %fc January 193u.

The Chairman: I have no objection.

Is there any objection to that amendment?

Senator Feinzs It sounds like a gocd amendment to me,
Yr. Chairman. |

Senator Chafes2: dhat date were you saying in January?

Senator Pradlevy: January 1, January 15, you pick it,
whitevar you woull like.

Senator Chafezs %ell, I should think the latter part of
January, bscause if the iiea is.the sStates are going to conme
up W#ith the mcney --

Senator Bradleys ¥ost budgets will not be out until late

¥s. Burke: Would you suggest February 1, then, that they
should be required to match?

Senator Bradlsy: February 1 is fine, sure.

The Chairman: Do vyou have another amendment?

Senator Bradlay: Yes. It deals with the state matche.

The Chairman: That gets back ints the federal-state

(a2}

unding, right?
Senator Bradley: Yes.

The Chairman: Zaybe what we should do is discuss that

crecvisione.

ALDERSON REPORTING COMPANY, INC.
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L Zentsen raised that early on, so why do

I think San

¥
10)

t

Q

we not discuss tha provision znd the suggested amendment?

4

fov may have an aanendaent, or there might be other amendments
to that amendment.

Senator Durenterger: Vvr. Chairman, before she begins,
let me just reinforce that both Senator Eentsen and I believe
Senator Roth raiszd this issu2 arcund the initial formula,
and we have spent a lot of tine over the last few veeks
trying to come up with a formula that is fair to everybody in
the country.

I think Sheila has a arasp on it now, and if she doces,

nohody els2 doese. So I think she will be able *o incorporate

}
rh

1z unding issue.

tate

[}

he over

i

cr

that into

{

¥s. Surke: The originel legislation provides for

articicvation by states who have an insured unemployment rate

Le]

in excess 2f 4 percent so that any state, under the original
legislation, who had an IUR below that ratz would not have
been eligible to participate.

fach member of tha coamamittee shouli have before him a
long sheet entitled "Health Renefits for the Unemployed™ with
2 whole series of coclumns of numkters. If you refer to the
first column on the left hand side, those numbers are indeed
the insured unemployment rates. So that provides you an
opportunity to g2t 2 sens2 of where states fall in that

context,.

ALDERSON REPORTING COMPANY, INC.
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The original legislation provided that only those ctates
with a 4 percent or greater rate would be eligikle *o
participate beyond September. There was also a determinaticn
maie with respect to requirements on states for matching
rates based on the IUR, and there was a graduated matching.
rate requirement which began at 4 percent and topped off at 5
percent. Anyone in excess of that amount was required to
provide S percent in terms of a matching rate, and the
maximum matching rate was 20 percant. So it went from 20 to
5 in terms of the matching reguirements, and only thcse
States with 4 percent unemployment rates were permitted to
participate.

There have been a number of suggestions made with resrect
to altering that matching rats regquirsment, and also with
respect to the allocation of funds to the states. T4o things
take placa. At th2 baginning of the program, the beginning
of each 12 month period, esach state is allocated a certain
amount of money. That is the total allocation available to
that state for that 12 month period of time. That allocation
is based on a formula that reflects the number of instred
unemployed in each state and the number of unemployed who
have been unemployed more than 26 weeks in each state. That
1llocation is made once every 12'months. That does not alter
during the year. The only thing that would alter is what the

State vwas required to provide with respect to a matching

ALDERSON REPORTING COMPANY, INC.
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rate. Ani again, that was linked to the insured unemployment
rate.

The concerns that werz raised with rescect to the formula
reflected 1 concern, one, of those states who were below a U
percent IUR who could not participate, and two, whether or
not either the allocation or the matching rate reflected the
dactual ability of the state to provide for matching funds.

If you look at thé shz2et before you, those federal
allocation nuaters do not change between the precpcsal *hat is
descrited to you in the Dole amendments and the original S.
S81. That allccation was mads again on the basis of the
insured unemployed in a state, the number, and on the number
of indiviiuals unsmployed for more than 26 weeks.

However, thers was a suggestion with respect to changing
the matching formula which is described in the amendments,
and the change that was recommended at that time was that any
state with an IUR of 2 percent or more be permitted to
participata, ani that the matching reguirements for those
States begin at 50 percent and go up to 95 percent, again
depencdent upon the insured unemployment rate. That rate that
is published wveekly is a 13 week moving average.

The recommendation made by Senator Baucus which the
committee has 2jrzed to is that whatever we use, that we use
a € month moving average and not a 13 week. So that number

would be done on 31 six month basis.

ALDERSON REPORTING COMPANY, INC.
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vas that there be a3 mipimunm

the suggestion

contribution percent on the rart statesg,

n

W

maximum zontr-ibution of carcant

the lowest insured unemployment rates.
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In additicn to that crorposal, there has been some concern

tention to the ability of a state +o

o+

about the lack of 13

firance & procram that is simply using +he insur

]

[#1
unemployment rates does not reflect the state's fiscal
capacity. W@hat w2 have rszceived is an additicnal formula to
consider that would take that into consicderaticn. That
adiitional formula to be considersd would allccate the funds

would also provide for matching rates which takes into

fol]
o
bl

consideration three factors.

One is the& per capita inccome in a stata. Secondly is
again the insured unemployment rate, and third is the aumber
of unemployed in 31 state who have been unemploved for 26

weeks or longer. 20 the change is the inclusicn o he

+
P

o
W
"

catlta income into the determination of state matching
Tat2s. We should have availatle the iescriocions of this
additional formula zlong with *the difference it would make
#ith respact to the allocation. Those should have heen
distributed.

The Chairman: Is that part of the two-race document?

#s. Burke: Jo¢, Senator. This [indicating] wculd be

senefits for the unemploved. It is being distrituted nowe.
Th2 Chairman: Why 1o we not just hold off until

everybody has a copy?

{Pause.]
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The Chairman: 2kay. ©Doc we all now have the title
allocation foraula health Sena2fits for +he unzmrlcyed parper?

[Pause.]

¥s. Burke: The formula that is ceontained on this sheet
that you were 3just handed, if I might simply explain its
ccncept, again, it basically takes into consideration the per
capita income in the state, the number of indiéiduals who are
unemclcyed for 26 Weeks cr longer, and thé insured
Unemployment rat2 in the stat2z. It 3sssumes that the matching
rates for states would range from 75 percent to 95 percent,
So in compariscn to what was the Doile prcrosed amendment,
this provides for a maximunm m2tching rate which is lower from

the state's perspactive. The Dole amendment woulé have

Uy]

Sucgested 3 minimum matching rate of S per:ent,.maximum 30
percent. This would previde for a maximunm matching rate of
25 perzent and 3 ainimum of S percent. So in all cases under
both of these proposals the states at the most wculd have to
provide a certain amount of cost sharing. There would be no
state who would raceive 100 percent federal monev. In all
cases states would have to contribute some portior of funds.
The allocation formula alss under this prcopos=24 amendmen+
takes into ccnsideration the rer capita income along with
hoth of those measures of unemployment, both long-tern
unemplcyed and the insurecd unemployed. This proposal, as I

understand it, would alsc provide that only thcse states with

ALDERSON REPORTING COMPANY, INC.
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insurei unsaplsynent rates of 2 percent or gteater would hk=e
eligible to zarticipate.

As unia2r th2 sucgastad amandiment, the 21location would *e
made annually. The matching formulas would be set every six
months sc that a state would begir a six-mcnth period of tine
knowing whzt its natching reguirements would be. That would

then ke chanded at the end of six months to refilect any

o~
~ k2

nces in the insureid un=mployment rate or the number of

23}

individuals whc are long-term unemplcyads.

Senator Rsntsans:  Mr. Chairman, may I ask a Guesticn,
please?

The Chairman: ©Of course, 2t any time.

Would you tell ne, clease, Wwhat

o
o
}_‘.
-
[¢1]
“

2ntsens

¢
i

the objective was in Chanzing to this last fcrmula frcm what
We had previously rresented

Ms. Purke: Yos, sir. The suggestion was that the

nto consideratizn the ability of a

e

formula 4id not take
state to finance the program, that in simply reflecting the
insured unemploymeant Tate, it did not reflect the state's
tiscal capicity. This is a surrogate for fiscal capacity.
£vy locking at the per capita income, as we dec, for exarnrle,
4ith Yedicaid, that it was a better test of the states’
3bility t> help finance a Drogram.

Some of the disparities that we foundg --

The Chairman: dh2re 3id the suggestion originate?

ALDERSON REPORTING CCMPANY, INC.
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s. Burke: Senatocr Durenberger asked that we propose
this fcr the Committea's consideration, based on his
experisnce with the Interjyovernmental Affairs Ccmmittee and
some of their concerns with resspect to states’ akility to
finance programs. OGne of the disparities, for example, that
we found was that California was regquired under the original
proposal and under the suggested ameniament to match $4.u4
bilijion in orier to rzcesive $€4 million. The state of
Georgia, for example, was Tecuired to match §11 millicn to
receive §11 million, and there was sone concern that that did
not truly reflect California’s ability to finance nor
Georgia's ability, that the requirements were unfair. It was

heoped that the par Sapiti income would help reflect some of

W

those differences.

Senator Durenterger: Ir. Chairman?

The Chairman: Senatcr Durenterger.

Senator Durentergysr: Sheila, one of the unfair things we
were trying to avoid was this. If Yyou look at the old
°roposils d>n the largs shzet, you see 15 roint notches, as we
calil them, between states that might be bordering each
other. In other words, 3 big Jump from 65 tc 8C, and +hen a
51z Jjump from €0 to 95. Azd if ycu look at the newer
formula, we have tried to eliminate that kind of »ig jump
aotching as betwesn stztes, and if You look under federal

share, for example, in +hat first column on the final

ALCERSON REPORTING COMPANY, INC.
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other rathsr than le= those large cars.

<
[
=]
Q

Senator Bradlsy: “ay T ask Senator Duranberger a
questicn?

The Chairman: Yes.

Senator Bradleys: The purpose of this program was to ge+

ts to the unemployeds in states where there is

D
b
(28

health ben

[{]

!

1ish unemployment basically. The numbers that I read say
Michigan, which is clearly +has state with the highest
unemployment, it gets $59 nillion under the aprcroach here,
ini 356 3illicn under the former apprcache. Is that correct?

1

¥s. Burkeqs s, Senator. Under tha coriginal <. 31,

4]

fichigan woul?d have been allocated $54.5 millicn, and under
t2is prorosal it ~ould be TE6 million.
Senatcr Bradlev: Well, then, how does it affect states

li*e ¥ichican :=hat have a high Yedicaid match? If vou have

oV}

nigh ¥edicaid matzh, You are paying mcre in your state
share., So you would anid up P2ying more under this?

¥s. Burke:; The per capita income would certainly

iy

influence the matching requiraments, so i vyou had a rtigh rprer

apita income in your state, your matchinc requirements would

0

teflect that, tut also offsetting that on ¥ichigan's behal?f

¥4ould be the number of individuals whe are unemployed over 26

’..A

de2ks, 2ni 2lso their continued high rate of insured

ALDERSON REPORTING CCMPANY, INC.
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une@pioy®rent. Hichigan under the original proroszl weculd
have been a 9% percent state, would have beenr reguired to
crovide zpproximately S5 percent. Under this ;:o?csal, they
would receive 94,2 percent, so they lose about .8 rercent in
terms of match. S0, to 2 certain extant the per carita
income is offset by their fHigh rates 5f unemployment.

The Chairmzans 'I dSsume some states do better under this

and some do not do as well as in the other case.

¥s. Burke: That is correct, Senator. The matching rates
for any state who under the original prorosal or under the
moiification of the suggestion was below 75 percent irn ternos
0f the matching rate would recaive better treatment in the
sense cf receiviang a higher matching rate, becauée the
maximum how now 52en moved from 50 pecrcent to 75 percent.

Senator 2radley: Mr. Chairman, T must say, I dc nct *rnow
1£ T understand exactly hov this works, other than these two
tables, where I start to compare. Can we make another
dttempt to explain it, or give us a little time to look at
it?

The Chairman: Okay. We are not going to be able to
complete this todazy in any event, so this is the one area
that we think zrsbably jeservass extenied debate.

Do you have anything =lse you want to add, Senator
Durenberger?

Senatcc Durenbergar: [Nois negatively.]

ALDERSON REPORTING COMPANY, INC.
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is precedent for this fornula,

Purenberger: Ch, ves, this is as close as We

could get.

Senator Baucus: ¥Yr. Chairmsane.
The Ch2irmen: Senator RBaucus.
Senator Bzucus: Ir. Chairman, I see two worés, "rersonzl

Is the intent here to

income," twice in this fraction.
increase or lower payments to be paid tased on rpersonal
income in variocus states?

The Chairman: Do you mean in the little examrie

{indicating]?

Senator Eaucus: In this handout here {indicatingj.

Senator Durenberger: To the degrse that personal income

state is a criteria 2f the ability of the state tc raise

funds, then the higher the personal income, the more capacity

the state has to match, and so it would affect their federal
matche.

Senator 2aucus: %ell, ny question is, if ore state has
higher perscnal income verzus another state, would that state
dc better or werse under vecur formula?

Senator Durenberger: 4ell, it depends on their IUE, a2t
cetera.

Senator Raucus: I an assuming sverything else is

ALDERSON REPORTING COMPANY, INC.

N FIRST ST.. N.W., WASHINGTON. 5.C. 20001 (202) 625-5300



10

11

12

13

14

15

16

17

18

19

20

21

22

24

25

Senator Durenbsrgsr: Jh, well, I supoose, then.

Serator Eaucusse So is it the higher versonal inccme, the

u

has a

v

higher or lowar one? I mean, let us say ¥Yinnesot:
higher perscnal income than some other states. Y%ould
Yinnescta 1o bettar or worse, Senator, under your formula as
compared to befora?

Senator Durenberger: %ell, I guess they would rrobably
do worse. Is that right, Sheila?

¥s. Burke: T3 thz extent that y0u would incorporats per
capita income, the states with the higher ver capita inccme
would in a sense io worse, although in terms -- well, it
takes into consideration all three of the factors also, the
rates cf unemployment and +he lon ~ternm unemployed, s5 when
you lcok comparatively at the two proposals in terms of both
the alleocation znd the matching requireménts, again, the
States vary all over the place.

Senator Danforths I am sorry to be dense on this, but
normally when we have allocation formulas in the Senate, we
lcokx immediately 3t our state and how our state is doing, and

w

ity

pick the one in which our state is doing the best. Just
as a matter of policy, why should we do anything else here,
in lecoking at thsse two variants?

[General laughter.l

Senator Danforth: Is there some ;reat'matter of public

policy or eguity that we are achieving here, or is it simply,

ALOERSON REPORTING COMPANY, INC.
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hew is Missour

¥s. Burke: Ww21l,

v
(&
(9]
[
]
Q
~>

Yissouri does batter.

[General laughter.]

Senatsr Danforth:

I do no>t think so.

I think it does

vorse. I mean, Jjust for a lay person, what are you trying to

achieve with this =zhar+?

¥s. Burkes The desire is to reflect in the formula sonme

meisure of the states

* ability to finance 2a program. There

is a concern thrat simply using an insured unemployment rate

2r long-tarm un=zamployment to both distribute the funds angd

als50 to determine how

d4dcllars, for example,

Senator Danforth:
2cor peorls in it, it

furds to kick into it

the state is required to spend its

under the original prorosal,

You mean if the state has a lot of

weuld have a lesser ability to raise

from its own standpoint?

Ms. Barke: That is =srre-¢t.

Senator Danforth:

If it has a lot of poor people in it,

You want it to do better, z2nd that is the reasen for the new

formula?

s, 3Burke: That is correczt, Senator. Yes, sir. It

I

1

2

e

m

cts in a sence what we have done traditionally under the

¥eiicaid program, whizh is to look 3t per capita income as a

measure of a state's

Senator Danforth:e

fiscal capacity. That is correct.

And this then is the tried and true

ALDERSON REPORTING COMPANY, INC.
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foraula for accomplishing that?

¥s. Burke¢ Well, no, but it is an option which is not
tried and true in the sense of having any pricr excerience
other than the use of per capita income as a surrogate.
Certainly we do not have any experience that I am aware of
with respect to using a combination of the IUR and long-term
unemployment and cer capita income, but the use of +he par
Capita income certainly has precedent.

Senator Bentsen:s If T may pursue the guestioning for
just a moment here, as T understand the totals that we
finally arrive at, which ara not shown here, we are talking
about the same amsunt of federal noney beinq spent here.

¥s. Burke: Yes, sir.

Senator Bentsen: W#hat about the State métching part?
Does that remain zonstant also? Now, I note the variants and
the escalation among states, but does the total finally come
cut the same way, or not, an the state matching part?

Ms. Burke: The tctal that is to be matched is $1.8
billione. The total with [espact to state responsibtility
under the tvo proposals, I do not know in the aggregate if
those are the same amounts, Senator, but we can certainly
check that.

Senator Bentsen: So in the aggregate, you de not Xnecw
whether we ares talking about an equivalent effort on the

states’® part?

ALCERSON REPORTING COMPANY, INC.
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Is. Burke: That is czorrect, Senator. I can certainly
run a total. I do not know thate. I did not, unfortunately,
r2ceive th2 numtbtsres in time to do that, I would assume it is
comparable, but I cannct tell you that as a fact.

Senator Rentsen: Well, not ﬁnless you have done some
actuarial computations there. It would not just by
happenstanzes -ome out the sam2, becausas you have made some
very major changes in the states' matching portion.

The Chairman Does anyboiy have :=he information?

¥s. Burke: T do not kncw, Senator. I have not had an
orportunity to 45 that.
Senator 3Bentsen: ¥ell, what I anm trying to do, really,

S the total. That fellow who is ocut o€ WOLCKe

t

is get iown

fs. Burke: The total with respect to federal allccation
is the same. T cannot tell you with resrect to the state
allocation, in terms cf the state participation, whether that
total is the same, but we can certzinly deotermine that very
quickly. That will give us the number in terms of total
illocaticn.

Senatecr Bradleys ¥r. Chairman?

The Chairman: I think we should have the information.
It should te readi’y obtainable. Senator Zradley?

Senator Bradlasy: Sheila, iid I understand that ycu said
the per capita income was an indication of fiscal capacity of

thes state?

[(}]
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¥s. Burke:; Yhat I indicated, Senatcr, is that there is
some precedent in the use of per capita income in formulas
with respect to the allocation o< federzl funds. Ter
example, the ¥21i-aid program, which looks a3t per capi:a
income in teras of determining matching rates.

Senator Bradley: It is, though, per capita income in
conjunctiqn wit@ a variety of other factors, and that varies
from formula to fsrmula.

¥s. Burke: Y=zs, sir.

Senator Rrzil H I would just like to make a point, that

[17]

,et

maybe if what wWe are after is fiscal capacity in the states,

You vant the statzs that have the ability to raise the money

]

to raise it, and then the federal government to oput in
Somewhat lesser amount, that if Your measure for that is rer
capita income, that doses not ilways rarallel, beczuse you

find a lot of states with low per capita income who have neot

W

made any =ffort t> raiss taxes at state level.,

I think there have been any number of recent studies on
that by ths GAO, that make this point very well about- per
Capita income. S5 I think all of that argues for having sone
time to look at it, and massage.the atnbers,

Senator Durenherger: TIf I might react gzuickly,
obviously, we wers searching for zapacity. I hapren %o

believe the ultimate in capacity is the representative tax

formulz, and we addressai that very briefly under general

ALCERSON REPORTING COMPANY, INC.
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Cevenpue shariac. I think *he Senator fron Texas raisesd good
questions, and I think we are a way awvay from the ideal in
capacity, so than ve backei off ani searched, ané ‘there are
194 different formulas that we actually use here.

Senatcr Rrezdley: aAlmost as many as federal pensions.

Senator Durenberger: That is right. %Ye tried to use
here with per capita income something, given the fact that
this is a vested two-year prcaram, given the fact that we ara

t tryingy to providia2 the incsntives for the states to move

7]

ju
on this program. %e tried to find that cne carpacity tax that
came the closest to being the fairest without representing to
anybody that we had found the ideal and without penalizing
anybody. I think cne of our other cptions, of course, to do
fairness t5 this, and we io understani the T2xas situartion
where statewide you might have a low figure but in parts of
that state you havz sone very, very high figures, if we were
tc use the o0ld formulz, we would have taken away from the
¥ichigans and some of those other states in order to provide
scme equity nere.

fer those varicus reasons, then, we finally came around

to a formula that is the least imperfzct as a current aeasure

O
t

Ccapacity that we could come up with, and again, this is
net a permanent program. %e 211 Xnow this is not going to

forever, and we ¥ill bde able to do this better in

-4
0
n
ct

O

1Y

ther year and a half. Siven that, we felt this was, and
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111 things consid=red in avoiiing the John Panforth problan,
that this would be the fairest way tc co about it,

The Chairmans: Well, I think in accordance with your
suggestion, Senator Bradley, because T do not think e can
complete this =2ntire proposal, let us spend tonight trying te
review this, and 7jive 2verybody and staff a chance to look at
it. That is the only amendment of those recoﬁmended that has
not yet been accepted. There are other amendnents tha+ T
think Yembers mav hLave. This would take care cf your
amendment, thougzh, woul? it not?

Senator Bradlay: Well, it would affec+ my amendment.

The Chairmans It would affect it. Okay. Senator
Yovynihan 3lso has cne in the same arsa that wcuid also be
affectad by this. |

4e oW have a vote in rcrogress. I am wcndering how many
can come back and maybe dispose of the Grassley amendment.

[A show of hands.]

Senator Chafe=2: Maybe we can take it up Just right now.
Do you know what it is?

[General laughter.]

The Chairman: It is an abortisn inendinent. He wanted to
be here t: present it. So why do we not vote and come back
it a guartsr to U4:00 and try to wrap up all but this one area
°2f funding and how we are going to rpay for it?

Senatoc Bradley: It is an abortion amendment?

ALCERSON REPORTING COMPANY, INC.
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The Chazirnang Yes. 'Plus we may want to nake some

technical ccrrections to the prospective payment till and acd

them tc this gislaticn,.

’..l
m
4]

Senator 3Zentsen: ¥r. Chairman, I would like for the
Committee z21so to be thinking about the problem and the
plight of the rcublic hospitals now. They are really jetting
an inordinate amount of burden placed on them with the high
unemplcyment, 3ni it has becone extremely difficult for thenm.
It is difficuit to find a solution to that, but I woul? hops
some thought cculil be given to it.

The Chairmans It is a very iapsrtant vecte, and I would
instruct the sergsant at arms to round up the absent members.

[Whersupon, z brief recess was taken.]
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The Chairmans All right. Let us see. He have fcur
pra2sent nowe 4e have had sevan. We have ha? as many 3s
ten,

¥r. DeArment: We will need one more, hut you could have
a casual discussicn. “e do need one more ¥ember.

Senator Grassleys ﬁr. Chairman, I am prepared to offer
ny amendment, but I assume I cannot until there is one nmore
person present, and the only reason I raise the issue is

because I have recessad my hearing for the Subcomnittese on

]

Aging.

-

The Chairmans Well, why 1o you not discuss it, and

think by the time you finish your discussion there will be a

ra. Senator Bentsen is coming Sacke

£

k1
-

th

th -

%!

ernber h

)

Senator Grassley:s Very well. As I indiczted to the
Committee hefore, T anm going tc offer lancguage identical to
the Hyde language that has already been added to
appropriation bills in th2 last two Years.

None of the funds provided under *his section shall be
us2d tc perform abortions 2xcert where the life of a mother
would be in danger if the fetus were carried to full term.

Vow we have before us a bill for the exprenditures cf some
public funis and, as everybody Xnows, over ths last s=ven,
eight or nine years various forms of amendments have bkeen
offered unier the philosophy that we Zan put some restriction

on the use of public funds.
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Ani so ny amendment follows that same philcsorhy in this
b111, whers public funds will be expended. I d¢ rpot want to
7C into the arcuments that you hear time zafter time about the
Cights of the unbsrn. You know, we all have individual
feelincs on these. I would Just simply ask that this
imandment be cocnsidered.

I woull ask for a vote on this amendment and I would
remind the Committee that legislation with similar encs fer
Nealth insurance for unemcloy2d peoplz was repor+ted out of
another Committee of which I am a member, the Labor and Humar
Resources Committ=2e, an? the language that I ap proposing is

that biil.

(2}

a part o

There Wwas an 2ffort to strike it in that Committee and it
was defeatad. So the other legislation before the Senate
then has language identical to what I am adopting cr, I
should say, urging you to adoot.

The only other thing, ¥r. Chairman, that I could go inte,
ani I suppose maybe for the benefit of this Committee because
this issue is not debated in this Committee very often, would

be to go ianto the preos and cons of the value of the amendment

nd the protection that we want tc give to unborn babies, and

i

I don't think we want to repeat those.
Senater Packwood: L=t me ask you one cuestion. You have

1C rape, incest or other provisions. This is solely the life

Q
th

the woman, right?
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Senator Grassley: Yes, and that is identicazl to the lasg+t
Hyie language that was adopted ﬁy the Ssnate.

Senator Packwood: Well, Nr. Chairaan, of dourse T am
jJoing to oppose it, but I am with Chuck. I am not sure that
there is any necessity for extraordinary deliberation on this
subject. It is one that we have debated freguently on the
floor, and I anm afraid wWe are goinqg to debate more from time
to time.

Chuck and I f=el Juite differently and sincer=1ly about
it, but I would be prepared to vote on it.

The Chairman: Is “here any further discussion?

Senator Grassley: ir. Chairman, I have proxies for

enaters Aramstrong, Durenterger ang Svyams that I wouli like

2]

to vote when you call the roll.

Senator Packwsod: 2ni I have the proxy of Senator
Bradley.

The Chairman: Do we have enouch for business on the
amendment?

¥r. DeArment: We have endugh to conduct business.

The Chairman: Do you want a roll call on the amendment?

Senrator Grassley: Yes, I would like to have 2 roll
call. I would ask for a roll call.

Mr. DeArment: M¥r. Packwood?

Senator Packwcod: ¥No.

Mr. DeArment: "r. Roth?

ALDERSON REPORTING COMPANY, INC.
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[Xo response.]

¥r. Deldrment: Yr.
Senator Danfortnhns

¥r. DeArment: *r.

Danforth?
Aye.

Chafee?

Senator Chafezs: Yo.

Mr. Dedrment: Mr.
{z0 tesponsé.]

¥r. DeArment: r.
[No response.]

¥r. DeArments: ¥r.
Senator Grassley:
¥r. DeArment: ¥r.
Senator Grassiey:
Mr. DeArment: ¥r.

Senator Grassley

Mr. Delrments Hr.
Senator Grassleys
¥r. De2rment: Mr.
(No rasponse.]

¥r. DeArment: MNr.
(Yo response.]

Mr. DeAdrments Mr.
[No response.,]

¥r. DeArment: 4r.

Senator Yoynihans

Heinz?

Wallop?

Durenberger?
Rye by proxy.
Arnstrong?
EYe DY £roxve.
Synms?

AYe by croxy.
Grasslzy?
Aye.

Long?

Bentsen?

Yatsunaga?

Moynihan?

Yo.

ALDERSON REPORTING COMPANY, INC.
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r. CeArment: #r. Raucus?

[0 respense.]

“r. DeArment: ¥r. Boren?

"[No response.]

Mr. DeArments Mr. Bradley?

Senator Packwood: VNo by pPrcxy.

dr. DeArment: ¥r. ¥itchell?

[Ho response.]

¥r. DeArment: M¥r. Pryor?

(No response.]

¥r. DeArment: H®r. Chairman?

The Chairman: Aye.

The absentees will be prermitted to record their votes.
“e will not be reporting out this bill today.

Senator Grassley: r. Chairman, I am going tc 70 back tc
2y other Committes me2tingy. I thank the Committee for their
indulgence and particularly for letting me know exactly when
I could offer the amendment so I could conduct the bdusiness
of the other Committee as well.

The Chairman: Thank you. The vote is the followings
Th2 yeas are six; the ays are seven.

Senator Packwood: M¥ay T ask you who did not vote?

The Chairman: If you want to see wvho did not vote, here
is the list (indiczating).

[Pause]
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The Chairman: Did we actually have proxies for Roth,
fatsunaga and EFaucus?

¥r. Deirment: Yes, staff had thcse proxies and recorded
those votes.

The Chairman: PFas staff voted?

Hr. DeArment: Ho. ¥%e simply reported the proxies,

[Laughter]

Senator Heinz: This, then, is up or down on the Grassley
amendmnent? I vots no.

Senator Packwoocd: Doeé that make is seven-seven?

The Chairmaan: No. Six to eight.

Senator Packwood: OJkay. Vallop, Long, Bentsen, ¥itchell

and Pryor Lo dc. Are we not missing one?

Senator Yitchells T will vote aye.

Mr. DeArment: That makes it seven o eight.

Senator Packwoods: Ckay. Who are we missing, then?

¥r. DeArments We are missing M¥r. Wallop, long, Bentsen,

‘r. Boren and %r. Pryor.

»

Senator Packw:od§ Thank you.

Senator Grassley: Xr. Chairman, I woulé ask for a
clarification for the racord, then. Is this £till open to
vote and, if so, that would run until what point?

“r. DeArment: If we follow the normal practice, which I

voculd urge the Committee to follow, it would remain open
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until the measure is reported out.

Senator Moynihans: Mr. Chairman,.this is not with resgec=+
to this particular measure, but we raised this just about twc
weeks ago and it is still not clear to me whether we have a
practice that you can continue to vote but you cannot change
the outcom=, or you can changs the outcome. Do we have a
rule?

Mr. DeArments We have followed a rule that we deviated
in the revenue-sharing context, and I think we regretted
that -- at least I did —-'because I heard from manvy angry
¥embers who wanted to vote. After they had cast a vote to
report out the measure, they thought the vote was one way,
and then the vote occurrei to changye2 it.

Senator Moynihan: Well, as I understand it, our practice
has been that you can vots Subsequently, but the outconme
cannot be changed.

Mr. DeArment: That is correct, once a measure has been
oriered reported.

Senator Packwood: Once it has besn ordered reported?

Mr. Delrment: That is correct.

Senator Packwood: But if we do not report this for a day
or a week, then it can be changed?

Br. DeArment: That is correct. It could seesaw back and

forth.

Senator ¥cynihans ¥Nr. Chairman, 40 I take it it is your
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intention to maintazin the “radition from which we devizted? j
|

The Chairmasas Right, and that deviation vas a result of
1 unpanizous consent regusst that it be permitted, though I ar
not certain why that rejuest was made. It was not objected
to. It was not made by the Chairman. So they will be able
to record their votes.

#r. Dedrment: We will poll the Committee, the absent
Senators.

Senator Chafee: I presume, ¥r. Chairman, that this would
arcly to any votas, even votes when a@verybody was here.

¥r. DeArment: That is correct. The demters do sometimes
have second thoughts and change their minds.

Senator Packwecod: They have a chance to change?

¥r. Dedrment: Sure.

The Chz2ictmans They can change their mind on the way out
if some lobbyist bumps into them or something.

{Laughter]

Senator Grassley: Is this by unanimous consent?

Yr. DeArment: Until we have ordered the measure
feported, absent Yembers can record their votes and Yemkters
that were present can change their votes,

Senator Grassleys If Ycu see the light later on?

the thing reported we do rnot rermit switching if it changes

|

|

|

Mr. DeArment: Tha+t is cecrrect. But once we have ordered

|
th2 outcomz.

\

\

|
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The Chairman: As I unferstand it, the only other
amendment that I know o0f, well, thzre aras two. Senator
Yoynihan has one but it is related to funding, and I was
hoping maybe Sedator Bentsen and Senator Bradliey might come
back so we cculd iiscuss that in more detail tecause T think
some of the fears they have Sheila pointed out.

For example, =2ven though Texas might receive less, they
also match less. Is that correct? Thé same with New York,
although that nay or may not be a factor.

Ys. Burke: That is correct, Senator, and we have
computa2d the statz matching raquirements under the original
praposal -~ the Dole amendment, excuse me --— and under the
alternative suggested by Senator Durenberser. The state
matching raquirements under the amendment to S. 51 contained
in the Dole descriptions was $179 millicn.

The requirement with respect to state Aatching under the
Durenkterger alternative was $81.6 million.

The Chairman: So the states would be reguired to provide
less matching uniar the Durenberger proposal?

¥s. Burke: That is correct in the aggregate.

Senator Moynihan: ¥r. Chairman, may T ask this
question? Is this a Committee proposal (indicating) =-- this
thing that was just passed ocut a moment ago?

The Chairman: This is the one suggested by Senator

Durenbergar as 31 substitute for the one that I proposed to
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cffer on behalf of the Committee. I think tecause Senator
Bentsen is not here and Senator Durenzerger is not here we
probaby hadi tetter pass that one up until tcmorrow.

But thers is sne other amendment we micht be able to dezl
with and thit is from Senator Danforth. Senator, 40 you have
an amendment?

Senator Danfcrths ¥r. Chairman, I do., This amendment

raises the question of whether or not these programs shouid

be means-ta2st=4. The amendiment would provide that the

W

benefits under the program would only 2pply if an individual

or a family's median income was not more than 15C percent of
the state's median income.

¥r. Chairman, any way you cut it, what we are dcing in
this program is zreating a2 new entitlament program. Whils it
is true that the program is ts terrinate in two years, I
would say that the chance of it terminating in two years is
Z22ro. He are establishing a permanent program here and we
are establishing 3 rermanent program, an entitlement progranm
it a time when the government is broke.

I know thzt there has been scme discussion of payinc for
the program. I 45 aot kncw. T have been, urnfortunately, out
of the rcoa 2 good rart of the afterncon and do anot krow
#hether that has been addressad as vet. But it seems to me
that if w2 ar2 joing to have 2 new 2ntitlement program we

should at least assure ourselves that it is to benefit ceople

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST.. N.W., WASHINGTON. D.C. 20001 (202) 828-8300




10

11

12

13

14

15

16

17

18

19

20

21

22

24

25

#ho are not too far abovs the median income and that is
exactly what this dpes.

The Chairmans: Do we have any estimates on what imcpact
this would have on the cost of the program? What it woulgz
tend to do, I would assume, ics to spread the benefits, to
still spend the same amount of money, but you eliminate some
above that level which would make the progra& available to
Others who mizht be eliminatei because of lack of funis.

4s. Burke: That is ccrrec+. !y understanding of the
amandment is the intention is to work it in the ccntext of
$1.8 tillion ané to simply recuire that only these 2ligible,
only those who have an income helow 150 percent of the median
income would be eligible to participate.

The Chairman: W®hat is thiat figures?

Senator Danforths For an individual, the median income
in 1981 -- this is national. The amendment would apply on a
Stite-by-state basis, but nationally in 1981 the median
incore was $8,032, so 150 percent of that would be $12,798.
The median income for all families was §$22,38E, so 150
percent of that would be $23,582.

We estimate that apptoximétely 21 to 25 percent of the

families in th country would fall within that range, within

18}

that upper range -- 21 to 25 percent.
Now how many of those people would have somebody who was

unemployed in the family I do not know. It would clearly be
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auch less than that. Eut T think the point, ¥r. Chairman, is
this: 1If we are going tc create a new entitlement progran
and 1f we 3are goiag to> sp=nd, for starters, $1.9 bhillion a
Year when we do0 not have the noney, let us at least mzke sure
that the program is targeted to those people who are really
in need of it.

Senator Heinz: Mr. Chairman?

The Chairman: Senator Heinz.

Senator Heinz: ¥r. Chairman, as Senator Danforth

describes his Means-testing, it appears on thz surfac= 3t

least to be fairly reasonable. I do aot agree with a lot of
his assumptions. I do not agree that this is an 2ntitlement
program. It dices nct entitle any sincle individuai any place
in the United States to anything.

It is 3 block grant program, as amzndai, to the states.
It is not unlike entitlement programs. It provides for a
match. Entitlement programs typically require no match at
all. Indeed, this is an amendment to Title XX, as I
understand it, and, of course, Title XX is not a means-tested
pregram. It goes in part to help keep people off of the
categoriczlly nmeans-tested programs.

Ani thait is why it financess day care and senior citizens
services, to keep people off of welfara. Indeed, it is wmy
Nope that enactment of this legislation will keep recople frecm

opting for welfar= and the Yeiicaigd elibility that woulj
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Notwithstznding thcse objections to Senator Danforth's

‘4

issumptions, teczuse of his definition of 150 percent of
state median incoame, which is pretty hard to argue against,
my main concern would be an administrative concern.

I would like to pose to you, Jack, a couple of
Juestions. Perhaps you can answer them. ¥e have in
Johnstown, Pennéylvania, a clinic, Operation Touch. & doctor
from Cperation Touch was here before the Committee on this.
Wculd all the people who go to Operation Touch for health
care services have to be means-tested by the clirnic in order
for thes clinic to be 2ligible for any assistance from the
state froa thiz program?

Senator Danforth: Well, let me ask Sheila the question.
Does this apriy to clinics as a whole, or dces this apply to
individuals who are covered by unemployment? I mean, *here
is an identity to the individuals who are beneficiaries, is
there not?

4s. Burke: Y=s, sir, that is correct. The eligibility
is on the basis of an individual and the receipt of
unemployment compensation, so the elizibility is of the
individual for benefits that could be crovided through- a
clinic, but the clinic itself‘is not eligible.

Senator Heinz: So it will not be possible for a state to

make decisions as to how the roney is joingy to be allocatzd?
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£s. Burkes {h, no, Senatcr. It is indeed up to the

stite o 3llocate in terms of the agreements with provi

bl
D

C

n

ot

to prcvide services. 2ut the 2ligibility is linked tc
receipt of cash or exhaustion of that cash benefit. Rut the
state, for axamplas, could contract with a clinic er with an
HEQ to provide services to eligible individuals.

Senator Heinz: But oanly to eligible individuals ~- those
people --

¥s. Burke: That wouli be paid for undia2r this procran.
That is correct.

Senator Heinz: Now that puts an 1dditionz21 Lkurden that
does not now exist under Title XX on providers. Is that not
cight?

Es. Burke: That is correct, Senator, in the sense that

there are specifiz reguiresments in terms of elig

[
ir

ility.
Title XX also, to a large extent, does not precvide health
benefits, zo it does not have a long history in the provision
of health services. 1In fact, they are prohibited to a large
extent under Title XX.

Senator Heinz: This will changs “hat.

¥s. Burkes That is correce, Senator, for this one aspect
of the program, not for any of the other funds provided under
Title XX, only for these funds.

Senator Heinz: Since we io not require eligiltility,

srecific 2ligibility fcr all sther Title XX services, and
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since we often give a lot of 1ip service to the action of
states doing what is in the best interests of their
Citizenry, which I would z=sunme includes targ;ting assistance
to those who are most in need, and indeed Title XX is
pramis=21 on that prinsigle, why, then, do vwe need to specify
sﬁch eligibility in this legislation?

Perhaps my éuestion goes not so much to Sernator
Danforth's means-testing és it does toc the gzuestion of
establishing categorical 21igibility. 2nd if the guestion of
categorical eligibility is dealt with, then Senator
Danforth's amendment would fall.

Senator Danforths Well, I would ansver that in this
"aY. shat we ars doiang here is adding a specific amount o<
moaey for 1 specific period of time. We are tcld two years
for a specific purpose. The purpcse is not generally to
provide social services. It is not generally to provide for
the vhole range of things covared undar Title ¥X. But it is
specifically to provide for health insurance for a category
of people.

And that health insurance for that catecory of people is
not now part of Title ¥YX, so when we add to Title XX, when we
Create a new program, then ths guestion is for whom is it
created. Is it created for everybody? Is it created, say,
for example, for a Unitei States Senator who loses his job

because he loses an election and has substantial outside
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means?

Senator Heinz: Who 4id you have in mind?

[Laughter]

Senator Danforth: I hope neither of us.

Or is it created in a way that is more carefullfitarqeted
to those who ars in ne2d? Thiat would be my understanding of
it.

think +hat it_is an entitlement prcgram and the exact
people who would be beneficiaries under one state or another
would differ scomewhat, but witﬁin each state you would have a
Categery of pecple whom, as I understand it, would have an
absolute right to participate in it.

I thiakx, ther=2for2, the guestion is are we going tc put
any kind of parameters on who those peorle are, and I woulg
hoce that the answer to that is yes. |

Senator Heinz: Let me addiress a follow-up guestion to
Sheila. 1In terms of the administrative burden, what is known
about the administrative burden of Senator Danforth's
amendment on providers?

¥s. Burke: Senator, I would assume, 31lthough not having
had an opportunity to talk with Senator Danforth in any
detail about his proposal, I w7ould assume that the
eligibility determination would be made not at the point of
the providar bdut, rather, at the point of =21igibility

determination. So it would not be a guestion of the clinic
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makinc a deternaination of the individual’'s income, but,
rather, the state agency which qualifies an individual for
participation.

So to that a2xtent it woull adi to thelr raspcnsibilities
a2 determination of an individual's income. They wcouli Xnow
what their unemployment compensation 4as, but they would not
necessarily have any other access to other income data. The
unemployment compensation agency would be able to tell you
what their wveskly check is, what thair average monthly check
is.

They would be able to tell you whether the state, fecr

example, has an unemployment btenefit which exceeds 150

or

percent of the median income on an annualized tasis. GZu
th2y coull not tell you anything 21se about an individual's
income. It is unlikely that i* woulad be done at the point of
provider, as I unierstand it, but, rather, at eligibility.

Senator Heinz: ¥r. Chairman, I am not going to quarrel
with Senator Danforth's iefinition of need. Certainly I
think we could even accuse hia of being overly generous in
his definition of need. I just wvant to be sure ve are not
putting on any additional administrative burdens.

I continue to reject the notion that this is an
entitlement program, even though I think honest people may
differ in that assessment.

Senator Chafee: Yr. Chairman?
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The Chairman: Serator Chafee.

Senator Chafe2: I would like to be recorded as
suoporting Senzator Danforth's proposal. What ve are dbing
here is in a country that is tuhning 2 $200 billion deficit
we have a brand new program which we congratulate ourselves
on becauses we 3r2 going to have a way of funding it.
Hopefully that will be so.

But the $1.8 billion that we are going to be using to
fund this program could be very well used to reduce the $200
billion deficit to 3198.2 billion. At least we would be
inching our way towvard sanity. So I think this is a good
proposal.

Frankly, ¥r. Chairman, I hope this is but the start of a
move in this Committee to have means-testing for a whole
series of prcgrams that up to date have not had
means-testing. I realize that there are administrative
problems. For instance, the cutoff, 150 percent. Somebody
who is at 151 percent does not pay. The person who is at 149
percent does. And we know from experience that those are
alvays difficult.

But wve have hiad other programs where we have been told
that there are adainistrative problems, so do not ktother with
it. I remember when we voted for the student loans and we
vere told at the time -- I thirk it was about 1977 when we

started a new student loan program —- dc¢ not have an
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eligibility because that Just adds a3 host of administrative
problens.

And ve did not, and we had all kinds of difficulties in
the cost of that programe. Then, as you recall, in tha
Reconciliation Act we did go on the student loan program to a
means test, and it was a very fair means test. So I think
not only is this a very genefous means test that Senator
Danforth has, but at least it Starts us in the direction that
I hope this Committee will seek out more =2fforts to do the
same in the future in cther programs.

The Chairman: Well, T have just suggestei to Senator
Danforth -- and I do not know of any other amendments =-- that
perhaps we mizht reserve final action on this amendment until
tomorrow until we get back-to the funding area. In the
meantime, I woull ask the staff on both sides tc take a lock
at it or some modification of it to see whether there is scne
way that we might acccomplish what Senator Danforth has in
minde.

Obviously there-are going to be a lot of unemployed
people who arz not going to benefit from the program in any
event, and I assume many of those are going to have much less
than $32,000 in inceme because we are not going to have the
money.

If there is sone appropriate way to limit it, we ought to

be certain we are ot dverlooking it. We are means-testing
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now the social security program.. 7e are taxing benefits,
which is cartainly means testing, and I am not unwilling to
look at means-testing Yedicaras benefits as a way of tryina te
save that program from disaster in a few Yearse.

Would that be all right with you, Senator Danforth?

Senator Danforth: Yes, and I would Jjust ddd, ¥r.
Chairman, that I have absolutely no sense of inflexibility
with respect to this particular type of means-testing -- 150
percent of median income. Theré could be an asset test. I
am sure there are other ways of working it out.

Really all T wanted to put forward was a principle and a
wvay of achieving that_p:inciple. If the staff has a bhetter
Way or cleaner way of doing it, that would be fine with me.

The Chairman: I think in any event we should take a look
at it. We may not be able to come to any resclution. There
may be strong opposition to anything even hinting of means
testing, but the point is we are not gqoing to have enough
money. There is no way we can appropriate enough money or
spend enough money or fini thz resources to pay for the
program.

The more we add to th2 spanding, the more difficult it is
going to be to finance the effort. So I think we may as well
come back te this and the'!oynihan-Btadley typre of amendment
and the gquestion Senator B3entsen had in that one area, As

far as I know, there are no other amendments, though there
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may be mor= tomorrow aftarnocn.

The schedule calls for returning tc this at 2:00
toaorrow. Is that correct?

¥s. Burke: Yes, sir. ¥We are scheduled at 1C:45 for a
Tax Court nomination and then we are reschéduled to beginu
markup about 2:00.

The Chair@an: Senator Long will be back about when --
2:30?

¥r. Starn: VYas, sir, 2:3).

Senator Baucus: ¥r. Chairman?

The Chairmans Senator Baucus.

Senator Baucus: Nr. Chairman, I would like to ask the
Status of the Grassley amendment.

The Chairman: #hat is the vote on the Grassley
amendment?

Yr. DeArment: The Grassley amendment vote richt no} is
seven yeas, eight'nays.

Senator Baucus: ¥r. Chairman, I think it is wholly
appropriate that this Committee, as is the case at least in
one other Committee that I am on, namely the Judiciary
Committee, that we have a policy that proxies may not be
voted if they have the effect of changing the announcedq
result in open Committee.

Nov it makes né'difference to me whether it is on this

amandmant Oor any Sther amendment. I think the colicy should
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be the same for all amendments. That is, once a result is
announced by the Clerk, subsequent proxies mayibe voted, but
they cahnot be voted if they have the effect of changing the
result of the announced vote.

I think it is unseemly for changes to occur after a vote
is announced and after a Committee has recessed or adjourned,
becausa all of tha votes are held in open session and I think
once the result is announced, regardless of the issue, that
should be the result.

Senator Packwoods Do you mean proxies or the Senator
himself cannot vcte?

Senator Baucus: A1l I am saying is once the vote has
been announced I do not think, whether by proxy or by the
Senator himself, the results shouli be changed. I have
another reason for suggesting that, and that is because
Sometimes 31 subsejuent vote by Members of this panel is
conditioned by earlier votes, by the outcome of earlier
votes, and if earlier votes are changed, then it makes it
very difficult for Senators ts sometimes know hov they are
going to vote subsequently on related issues, and I feel very
strongly about thise.

This is the Committee rule in the Judiciary Comnmittee and
I think it should be the same within this Committee as vell.

The Chairman: Well, I will ask the staff about this. I

think we n2ed to focus on this. It wvas raised because of the
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vote on revenue-sharinge.

Senator Baucus: That is correct.

The Chairman: Well, notwithstanding that, T think we
need to take a3 look at that. Let us 1o that on both sides
and see if we cannot reach some unanihous agreement whare we
are going to lay it out and that is'it. It may displease
some who want to record their votes, but there is a certain
amount =-- well, lat me rerhrase that, a lot of uncertainty if
You vote on an ama2ndment and find out, as I think Senator
Danforth did earlier this year, that he left winning and came
back the next day losing.

Senator Danforth: Tt was not even the next day.

The Chairman: VYes, we did have tc make a lot of chone
calls.

(Laughter]}

Senator Baucus: You see, ¥r. Chairman, Senators can
Still vote if they are not here; They can have proxies in.
It would be incumbent upon Senators to have their proxies in
to be counted.

The Chairman: Well, why 1o we not go over this
tomorrow? We can have a session, perhaps, where we can work
that out.

Okay, we will meet tomorrow at 2:00. Thank you all.

[Wher=upon, at 4:25 o°'clo=k Pem., the Committee

adjourned, to reconvene upon the call of the Chair.]
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