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‘EXECUTIVE SESSION

TUESDAY, JUNE 29, 1982
U.S. Senate

Committee on Finance
Washington, D.C. =

The'committée;met, pursuaht to ﬁbtice; at 2:27 p.m.
in room 2221, Dirksen Senate Office Building, Honorable
Robert chDole (chairman) presiding..

Present: Senators Dole, Packwood, Roth, Danforth,
Chafee, Heinz, Durenberger, Armstrong, Symms, Grassley;
Long, Byrd, Bentsen, Matsunaga, Moynihan, Baucus, Boren,
Bradley, and Mitchell.

Also present: Mssrs. Liéhthizer, Stern, Humphreys;
DeArment, Donnelly; and Ms. Burke, Ms. Olson, Ms. Weaver,

Ms. McMann, Ms. Mantha, and Ms. Van Erden.

(The press release announcing the hearing follows:)

-

MOFFITT REPORTING ASSOCIATES
2849 Lafora Court
Vienna, Virginia 22180
(703) 281-8686
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The Chairman. What I will do first is go back ana

try to wind up those areas that were not completed. There

are a number of -- I don't say "minor items," but in the

totality -- a number of items where there was some question
raised, and we agreed to go back and see if we could:.::
resolve some of the questions ahd.satisfy the member or
members who had raised fhose issues.

We believe we have a résoiution bf nearly every one.

There may be one we cannot resolve; but I would hope that

we could first wrap up, again on a tentative basis, the

. spending side. Then, unless there is some objection, rather

than to just start a markup on revenues, maybe if anybody
wanted to make a statement on revenues. I would like to
make a brief statement. Then I would like to recess so that
we might go back,_on.the Republican side, and I think the
Democrats have been caucusing, too, to see if there are some
areas of agreement on revenues so that we can maybe move
more guickly when we come back in tomorrow morning. |

If there is no objection to that process;_we have made
I think rather spbstantial progress this morning in an hour
and 20 minptes on our side, and it's_tﬁe.first chance we
have had to sit down togethe;,_because there was no session
Friday and no session Monday.

What we have done -- I think every member has the

1ist of revenues -- is put together almost everything that
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has been brought to our attention with the three year

numbers, 1983, 1984, and 1985. revenue numbers. Of course,
they exceed the amount we need to raise;.abopt $100 billion
over three years, since we hope to fin@-enough of an
agreement on a number which will give us $20.9 billion in
1983 and the npmbers needed in 1984 and 1985.

I would hope that tomorrow we might start at 10:00 or
9:30, and maybe tomorrow, if we are not bothered on the
floor, work through ~-- if it is satisfactofy_to the committee
members -- late in the afternoon or maybe early évening‘
if it takes that long. It may take much longer.

Then; Thprsday I would hope we might conclude. If not,
then we have the mandate from the Senate to report to the
Senate by Jply 12.

So, if there is no objection, everybody has one sheet --
is that right, Sheila?

Ms. Burke. Yes,_sir.

The Chairman. . There is one sheet with the unresolved
differences, starting with Medicare. BAnd let's proceed to
see if we can dispose of these items.

Ms.'Bprké: The document in front of you:identified as
Item Npmber One is a Medicare issue that dealt with the delay
in the initial eligibility date for Medicare.

The original proposal would have delayed eligibility

until the first month after the month in which the
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individual turned 65.

The proposal offered last week as a modification was
to delay the eligibility until the individual’s 65th
birthday. The cost estimates that are reflected in the
documents show that that modification would save $60.5
miilion in tﬁe first year, $110.6 million in the second
year, and $128 millioﬁ in the third year. The difference
in the estimates are the result of; oﬁe, not only losing
a sizable population because it delays thg date, but also

as the result of having to make computer changes in Madicare

because, currently, the information on a birthdate is not

contained in the Medicare files. That cost in the first

year is estimated at about $24 million for that adjustment
in the files.

The Chairman. That is one date, because I guess we
are a bit short in 1983 on the numbers, that we would like
to stick with the original proposal, but with a directive
to the apprOpria;e agencies that we would expect them to
find some way to protect those who may not be covered by
private insurance until picked up by Medicare. Have you
éiscussed that?

Ms. Burke. We have indicated to the Department our
concerns, and they said they would talk with insurance
coverage people and also among themselves fo see if there

is any way to provide any protection.
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Currently, to the extent people are covered, we assume
that coverage would continue. It is only with individuals
that have no private coverage that‘we would be concerned
about. . And the Department has ihdiéatgd thét’tﬁey'wiiii
look at that. |

The Chairman. - Is that correct, Mr. Donnelly?

Mr. Donnelly. That is correct.

The. Chairman. Do you think you éan help us on that?

Mr. Donnelly. Well, there are several dimensions to
this, Mr. Chairman. Clearly, the issue Qheré private
coverage has exisﬁed, we are informed that most policies
extend over that 30-day ﬁeriod,_or the l-month period, as
a wind-down phase, so that the match would be pretty close.

The issue‘becbmes those who are unemployed and have
never been employed 6r not for some long period of time.
The question is, what does that mean for an extension of
that liability for one additional month? I think we have
just.got to think that through and address that question.
But they fall into.seve:al discfee£ categories; and we are
trying to look at each category.

The Chairman. Ail right. Let's Qo on and take the
health.sidé, and if there are any questions we will come
back.

Next, number two, is Medicaid. I might say this was

a matter that was raised by Senator Baucus, also by
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Senator Heinz, who is not here but raised it with me prior
to that time, and I think we have been able to work that
out. That was the $3-million figure that the Senator from_
Montana suggested. 1Is that satisfactory?

Senator Badcds. Mr. Chairman, you have now included
recep£ion for inbétient pregnant women and children, so
that's fine.

The Chairman. Is that satisfactory, Senator Heinz?

Senator Heinz. Yes, Mr. Chairman.

The Chairman. Reduction of the error rate -- we think
we have made some progress there. Sheila, do you want to-
explain that?

Ms. Burke. The original proposal would have required
the states to reduce their error rates to 3 percent
beginning in 1983, Fiscal Year 83, and the states whose
rate exceeded that target would be subject to a reduction.

The modification would retain a 3-percent target, but
would delay implementation for six months. So it would
take effect in the middle of Fiscal Year 1983; providing
the states a longer opportunity to meet that goal, and
in addition would.repeal the Michael Aﬁendment, which is
the current amendment which provides for a reduction if
states fail to meet the current target rates; so that no
state as a result of this proposal would be imposed any

sanctions in the first half of Fiscal Year 83.
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We would also provide for a good-faith waiver for

those states that have made a serious attempt to meet their

targets but that have been unable to do sc because of
extraordinary circumstances in the states.
The resulting_savings are a slight difference only in

the first year; the second two years we retain our own

. savings.

The Chairman. And I might say, as I indicated to
Sheila earlief,‘this will give us an opportunity to address

this question. I'm not certain we can reach 3 percent.

Some would like to go to zero. I don't think it is realistic,

but you will at least have six months into Fiscal Year 83
to make some further adjustment in the committee, if we
find it necessary.

Senator Bradley?

Senator Bradley. Mr. Chairman, I know that Senator
Durenberger and I had discussed what might be a formula
for good-faith effort. 1Is there any reason why we didn't
set a formula based upon percent of improvement, plus
population weight, and so forth; that we discussed in the
committee at the 1sst meeting?

The Chairman. Is there any objection to that?

Ms. Burke. Currently the good-faith waiver that is
contained in the Michael Amendment is contained in

regulations, and it defines the kinds of things that would




T

. Tunm e

FRRBRE L BATWARR: Rde  wivve

10

"

12

13

14

15

16

17

18

19

20
21
22
23
24

25

be determined to be good faith. We would be glad to

work with the Department in looking at those current

requirements and modifying them while still retaining

savings, but still holding them as a test of good faith.

They . are explicit in the redulations but not in the statute.
Senatbr ‘l.Braci.lley. -What are they? What are the

criteria in the regqulations? I mean, we do not want to

duplicate it if it is already in the-regulations.

The Chairman. Right.

Senator Bradley. There is the percent improvemenﬁ and
population.

Ms. ﬁufke. To the extent that we repeal Michael we
would have to reconstitute, or at least indicate we wish
to retain them.

But, basically,-some examples are: £hat the state:has
timely developed and impleﬁented a corrective-action plan;
has demonstrated commitment by their top managemenf to
error~rate reduction by setting priorities and goals; that
they have a sufficiency and guantity of. systems designed to
reduce errors that are operational in the state so that there
is some method of identifying theﬁ; that there is in effect
a use of an effective system andlprocedures for statistical
and program analysis of quality control and related data,
that there are effective management and execution of

correction action process in assignment of responsibilities




o ~ o o a w N -

10
1
12
13
14
15
16
17
18

19

2]
22
23
24

25

within the state to the identification of those
responsibilities, and that the failure of the state to act
upon necessary legislative changes or.to obtain budget
authorization for needed resources would not in itself

be a basis.. So théf is fhe only one that ié idéntifigd as
not being a basis for gobd faith,ubuﬁ the otﬂers are
currently included.

Senator Bradley. So, I did not hear anything in there
about a specific percent-improvement, nor did I hear in
there any allowance or even recognition that it is more
difficult for a larger state to get its error rate down
than it is for a smaller state.

Ms. Burke. That is correct, Senator. Neither of
those-are contained in the curreﬂt good-faith waivers.

The Chairman. éould I suggest this -- maybe we could
have staff work on that. I think we can work it out.

Senator Durenberger. I might make this observation,
Mr. Chairman. We looked briefly to see if there were any
easy answers to the Senator's concern,:and‘there a;en't
any. But we have two things going in the committee right
now. One is a series of hearings on both Medicare and
Medicaid reimbursement; And the secohd thing is looking the
the proposals that the Administration ig making on the
federalization of Medicaid.

This modification speaks to a midpoint in Fiscal Year
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1983, and I guess it's our hope that perhaps in March of
next year we will be sitting here with some better

judgment from the states and from other people that we

have developed over the next nine months that might give

us a clue as to how we might be able to do that. It is
just too téugh to design it right now.

Senator Bradley. Well, to the extent that the
committee recognizes that these are ﬁreas that it wishes
to address, I would be willing to wait until that time in
the future.

The Chairman. Senator Baucus?

Senator Baucus. Mr. Chairman, I would hope that the
staff can work something out here, too. I might say to
the Senator from New Jersey, that his is not necessarily
the largest state that has sefious problems. I don't have
the sheet in front of me today, but I am not proud to say
that my state is the worst, historically; in error rates.

I notice that some other thinly-populated stafes also have
error rates.

I think on one of the criteria that Sheila mentioned
we could probably find a percentage of.improvement that not
gecessarily reflects upon the size of fhe state.

Senator Boren. Mr. Chairman, I am sorry, I missed the
first part of the explanation. Have we agreed -- it was

my understanding we were going to agree to a 4-percent
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1 tolerance for the first year, for Fiscal Year 83, declining
‘j 2 to 3 percent for 1984 and 1985. Is that correct?
3 Ms. Burke. No, Senator. That would be with respect

4 to AFDC, which is a different proposal.

5 _ Senator Boren. Only for AFDC but not to Medicaid?
e | Ms. Burke. Medicaid would be held at 3 percent in all
7 three years, then it would be the delayed implementation

8 again as of the AFDC.
9 Senator Boren. Then, with AFDC it would be 4 percent

10 for 1983, declining to 3 percent for 1984 and 1985?

11 ~Ms. Burke. Yes, sir. That is correct.
12 Senator Boren. What about the waiver authority? Would
) 13 it be continued in the Secretary?
14 Ms. Burke. As we were just discussing, with respect
15 to the AFDC pr0posa1.and with the Medicaid proposal, there
16 would be an attempt to devise a waiver for showing good
EZ' 17 faith on behalf of the state.. Yes, sir. There is every
_é 18 intehtiou of doing that. |
; 19 The Chairman. I think we can work that out; if that
S 20 is satisfactory.
jf 21 Let's move on to Number Four. Ané I might say, with
L 2 reference to Number Four, we have CBO numbers and HCFA
23 numbers, and I have discussed this privately with Senator
24 Moynihan. If CBO is correct, there is-no reason not to

25 adopt the provision.
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So what I would like to do, we have asked HCFA to
go back -- what they did was plug in the highest possible
number -- and try to give us some realistic numbers before
we complete the work on this entire package.

Have they been directed to do that?

Ms. Burke. .Yes,_sif, they have.

The Chairman. 1Is that satisfac;ory with the Senator
from New York?

Senator Moynihan. Well, it is, Mr. Chairman, if I
coﬁld be allowed a moment of incrédulity.

The Chairm;n. Oh, sure.

(Laughter)

Senator Moynihan. Last year the Administration told

us that all of its programs to remove people from the AFDC

rolls would save $225 million in Fiscal 83. Now we are told

that the cost of allowing women who are forced off the
rolls but that choose to continue to work, but allowing
them to have the equivalent of “"medically-needy" benefits

under Medicaid, would cost more money than all those other
. 0

.savings. I don't find it inherently probable; and the CBO

estimates the costs at "negligible."

What we are asking here is no more than that families

not be faced with a choice of giving up their jobs or giving

up what is in effect their health insurance.

The Chairman. Well, I share the concern expressed by
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the Senator from New York about that status. We will not
forget this provision; we will justlask them to give us
"realisticf numbers.

Senator Mquih;n. Realistic. That was a very
elegant phrasef(sir.

Senator Heiﬁz. Mr. Chairman, I would just like to
join in Senator Moynihan's incredulity over the HCFA
estimates.

The Chairman. FIne.

Senator Bradley. Mr. Chairﬁap, 6n.the Number Two,
"allow nominal co-payments,¥ the original proposal lists
exceptions for ambulatory services for pregnant women,
children; and institutionalized elderly. —In the document
that we just considered, the modification, it does not
list institutionalizéd elderly. Does that mean that in the
modification they are excluded?

The Chairman. ©h, no.

Ms. Burke. No, sir. They are retained.

Senator Bradley. All right. Thank you.

The Cﬁairman. All right.

Senator Chafee. 'Mr. Chairman, on Number One, I am
very interested in that. Could you just repeat what the
procedure would be under your plan?

The Chairman. Well, under my plan we would adopt the

original proposal in Number One, adopt the modification in
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Number Two, adopt the modification in Number Three, not
make judgment on Number Four until we have the HCFA numbers.
éenator Chafee. No, I meant on Number One we are
waiting for the-DeparFment.to come back with some proposals
of how they migﬁé'éoverwthose who wouyld fall between the

cracks; that wouidn't be covered.

The Chairman. Oh, yes.

Senator Chafee. And that will come when? At what
point would we receive that? Before we finish this up?

The Chairman. Hopefully this week.

Senator Chafee. So if the whatever the proposal is
isn't satisfactory we would have another shot at it?

The Chairman. That's right.

Senator Chafee. Thank you.‘

The Chairman. So, if there is no objection, we will
adopt the original proposal with the caveats with reference
to the Department assistance.

Number Two, we would adopt the modification of Senator
Baucus and Senator Heinz.

Number Three, we would adopt the modification.

Number Four will be held open.

Senator Mitchell. Will those of us who are opposed to
any of these provisions be given an opportunity to vote?

Or do you just want to register our objections? I understand

the votes are there.
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The Chairm;n. Do you want to vote? Or we can just
register the objections.

Senator Mitchell. As to Number One.

The Chairman.» All right. The Clerk will so indicate
Qith.#éference éé N;mbéf.One. __—

Sénator Brad1ey. I‘wouid like to regigter my
objection, és ﬁell.

Senator Moynihan. And mine, sir.

The Chairman. Senator Baucus?

Senator Baucus. Mine, too.

The Chairman. Anybody else?

(No response)

The Chairman. So that's enough to hold it.

All right, now we will go on.to the second, easy half -
of the sheet -- it's'longer. AFDC?.

Senator Boren. Mr. Chairman, let me raise cone
guestion on the Medicare reimbursement. I think staff
is talking about it at this poiht,_but was there any
report language? Did we have any additional language. today
on the hospital-bésedﬁphyéiéiah%s;réimbursemeht*formﬁla?
I had expressed some concern that we be careful to
delineate those services which were individually rendered
to patients and that we attempt to adopt somé rules and
regulations that would not do violence to that distinction.

I understand that there have been abusés; and I'm
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sympathetic with correcting those abpses, but I had
understaod there was going to be some discussion of same
report language. I don't know if there has been or not.

The Chairman. No, but I don't know that it is
necessary: Why“canhéﬁﬁe discuss it wfth you and your staff?
Bob? |

Mr. Humphreys. Yes, Senator, we do have some report
language +-:actualiyrit would be legislative language --
that says briefly that the Department wpuld be directed
to prescribe regulations which make this distinection that
Senator Boren was referring to; that is, the sefvices that
hospital-based physicians provide directly and personally
which can be charged for as opposed to those which are in
the nature of supervision, benefiting patients generally,
and which would be cbvered under the hospital insurance
program.

Senator Boren. I wonder if there have been any
objections to us just adopting such language? I think that
would reassure the phyéicians who are concerned about
establishing a bad precedent here, but it would stili
direqt the Secrétary of the Department;

I have the language written out: "The Secretary
should issue regulations which would distinguish between,
one, professional medical services which are personally

rendered to individual patients that can be reimbursed
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under Part B, and, two, professional medical services which
are of benefit to patients generally." '
The Chairman. Does the Department have any comment on
that?
Senator Bore;.: That would be ¥eimbursed under Part A.
Ms. Burke. :Senator,‘in the initial lanquage -- we have
not seen the newest draft, Senatﬁr -~ in tﬁe initial

language our only concern was that it not do violence to

~the principle contained in the Administration's regulation.

To the extent that we can work that out; and indeed
it retains the concept of paying for physician services
under B that are B-services and .under A as in A, we have
no prob;em. Our only concern was that it not alter it
substantially énough to have lost the savings. But I think
we can work with the.Department and your staff in working
out some language that is amenable to both sides.

The Chairman. Is that all right?

Senator Boren. Subject to that caveat, I guess that
works out.

The Chairman. AFDC Pro-Ration for Shelters and
Utilities. I understand that we made é change here because
of a question raised. I think now they would like to go
back fo the original option.

Senator Durenberger?

Senator Durenberger. No, that's what I thought when
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I walked over here, Mr. Chairman. WNow I am not so sure.
My suggestion was that if we are going to permit the
states the option to design their own method of pro-ration

we at least ought to tell them that we need some kind of a

i

an, oY M -

minimum-income standard built into that pro-ration. I mean,

if we take this ﬁodification ~—- the option-to design their
own method of prorration'—- without speaking to én incoﬁe
standard from the adults, we don't know i? they've got

the income to contribute to the pro—rated shelter or
utilities or not. 1Is it difficult to come up with some kind
of a minimum requirement?

Ms. Olson. I believe the Administration has said they
will work with you and your staff and the committee staff
to try to work something like that out, that will not cause
us to lose our savinés.

Senator Durenberger. Well,-with that caveat, as it's
said around here —— "7

The Chairman. Well, you don't have to worry about it.
We'll take care of it. rFamous last words. "I gave at éhe
office.”

(Laughter)

The Chairman. Number six?

Ms. Olson. Number six is the error-rate proposal,
similar to the Medicaid proposal.

Senator Moynihan. Mr. Chairman, before we go further
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would you allow me a very brief statement on this matter
with respect to an exchange I had with ocur former colleague
Ms. McMann on Thursday?

The Chairman. Sure. oo )

Senator Mo&niﬁaﬁ;'iﬁe have:;-féﬁ small changes in the
AFDC Prbgram heré;'but it seems to me that the lagge
attention of the Finance Committee should be directed té
what in the judgment of many is the proposal of the
Administration to abélish it, to abolish Title IV of the
Social Securitf Act, and turn the care of dependent
children back to the states.

I asked Ms. McMann about that on Thursday, and she
said that she had not been part of the negotiétions, but
she understood that in the New Federalism package that
was being discgssed Qith the governors association there
would be a maintenance of effort, understanding, and a
commitment of federal funds.

We checked that out, knowing that Linda spoke to us
in perfect good faith, and the governors association says
nothing of the kind, that there is to be a 5-year grass
roofs trust fund to work out the transition; but at the
end of that period, as the proposal from the Administration
now rests, the states are responsible for the care of
dependent children, and they alone, with their resources,

must do it.
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This effectively abolishes a commitment that was placed
in the Social Security Act in 1935.

And, if I can say once more, we now have reliable
data that suggests almost one child in three will be
suppo;ted by the AFDC Program at some point -in their
minority, before reaching 18.

I wouldn't want this discussion to go by without noting
that in another part of this city a much larger discussion
is téking place, which is whether to abolish the
responsibility of the Federal Government to care for
dependent children altogether. I know that would concern
you, and I think it would concern this whole committee.

I want to make clear there is not fhe least suggestion
thét we were misled; it's just that we didn't have all the
information we needed.

The Chaiéman. Thank you, Senator Moynihan.

Number Six?

Ms. Olson. The AFDC Error Rate Proposal: Error rates
would remain at 4 pefcent in 1983, drop to 3 percent in
1984 and 1985. The Administration's proposal for
prospective fiscal sanctions would be delayed until the
second half of Fiscal Yeér 83. As under current law, the
Michael Amendment retrospectivé sanctions would be in effect
for the first half of 1983.

As the Administration proposed, the new sanctions would
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be imposed on a prospective basis beginning April l1st, 1983.

' 2 Under current regulations, fiscal sanctions for
3 erroneous payments may be imposed only under a retrospective
4 basis, and this is the qhangé that we are making in the
5 new proposal. L
6 - We would.ﬁse thé 6-month deléy in 1983 to‘study the
7 error rate system quality control in general and try to
8 come up with a systgm that is agreeable toithe states and .

9 to the Federal Government.

10 The Chairman. Lynn; do you think we can get that

1 worked out? I know the Administration is talking about
12 zero-error rates, but I'm not certain that is realistic.

) 13 . MS. McMann. Well, our proposal is obvipusly that the
14 Federal Government would not pay for erroneous payments;

15 but, certainly, if the committee is not willing to accept

16 that;‘we want to work with you to come up with the best that

e

17|| we could.

18 The Chairman.” Senator Durenberger, I had hoped we

TRIEAE W Smiw s e FITES "

19 might accept Number Five and Number Six as the modifications,

i 20 and then if there is still a question on Number Five we
! 21 can work that out. 1Is that satisfactory?
H 2 {No response)

23 The Chairman. Without objection.

24 On Unemployment Compensation, I think we have an

agreement with Senator Bradley and others who were concerned

25
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about ex-servicemen. But I think there was one before that,
and that's rounding.

Ms. Olson. That's correct. Senator Boren had an
objection on ﬁhe_fgﬁndiﬁg pf“pgnegéts for UCX. We have
revised the pfoppsaiwsq,tha£ it would?only affect the
éxtended bénefit progéam, the Federal side.

Senator Boren. But trying to keep intact our basic
principle of not directing.

The Chairman. And then Number Eight, one that a number
of Senators were interested in. SenaﬁorrBradley raised
the question.

What I would propose to do is to strike the $30-billion
figure across the board, in other words delete that -
proposal, and agree to accept the proposal which is now
in conference, in 4717, which w;uld limit unemployment
benefits to ex-servicemembers who have served at least
two continuous years in the military and who have been
discharged under other tﬁan dishonorable conditions,
requires a 4-week waiting‘period‘between the week in which
the individual is separated and the week in which he or
she first becomes entitled to compensation, and limits
an eligible ex-servicemember's benefits to 13 weeks.

The effective date would be for separations 5n or

after July 1, 1981; and only for benefits payable after the

date of enactment..
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Thé cost estimate of that provision, which is in
H.R. 4717, which is now in conference -- and we will be
going back to conference I think in July 12th or 13th, in
that area -- to $63 mllllon 1n 1983, $51 million in 1984,
$50 m11110n in 1985, to a total of $164 million.

I mlght say that I asked the staff following the last
meeting to get all of the information available, including
the request from Senator Byrd about the bonuses, including
whether or not there was still such a thing as mustering-out
pay or any termination pay benefits.

I think you found, didn't you, that was closer to the
old days, apparently.

Ms. Olson. 1In the 1950s, Senator.

The Chairman. Well, that's when we were in.

Well, so there is no termination pay, is that correct?

Ms. Olson. There is no termination pay.

The Chairman. And bonuses -- enlistment bonuses?

Ms. Olson. They vary from service to service,
depending on ‘the specialty that the gentleman might be
involved in.

Senator Byrd. Well, there are enlistment bonuses, of

course.

Ms. Olson. There are re-enlistment bonuses, yes, sir.
Senator Byrd. There are 130-some different categories.

Ms. Olson. That is correct.
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Sen;tor Byrd. Now, gnder thi; proposal, you mentioned
two years, I believe.

The Chairman. Yes.

Senator Byrd. If a person enlists for four years or
three yearg'gpa_léaﬁé;?iﬁ-fﬁo years; even though he has
a‘cbntraCt‘for fdﬁrtfears of a éont?act for three years, is
he still eligible?

The Chairman. It is my understanding that if he left
other than dishonorably he would be entitled to 13 weeks
benefit under the provision which is in conference now.

Senator Byrd. Is that what we really want to do-if -
he doesn't serve out his period?

Senator Moynihan. We don't have to tell our friend
from Virginia that you don't just guit the Army. You know,
you enlist, and if yéu leave before your enlistment,
because of a disability or other factors --

Senator Byrd. I think you will find, Senator
Moynihan, that many of them do quit before fheir enlistment
period if over. As a matter of facF,_many who have already
received a bonus, who have been paid a cash bonus, leave
the Army or leave the Navf. |

The Chairman. In fact, we were told during our
investigation that they had little courses before you left

to tell you which state to go to to get the best benefits

when you left the Army or Navy, or whatever.
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Senator Brédley. Mr. Chairman, the proposal that you
have made is, I think, progress. It is not, in my view,
sufficient. As you know, under current law if a serviceman
is honorably discharged and comes into a recessionary

economy, he, unlike any other citizen in our country, cannot

L .

get unemploymeﬂt:éémpensatidé;funderfthe?1aw that was:.
passed in 1981,

I have felt for a long time, since people in my state
came up to me 6n a regular basis, that this was unfair.
and wé moved to change the law so that aﬁ ex-serviceman
would be treated just as any other citizen in ‘the country
would be treated.

Now, as I stated before, that costs some money, because
to ‘exclude them saved money last year.

The proposal thét you are offering is better than
excluding them totally. The fact that you are willing to
drop the provision that was in the original package, which
would have sai@ a person could get the unemployment
compensation only if they were disabled eventually, is also
progress.

I would hope that we would. have your commitment in
conference to accept this 13-week provision so that at least
we are ahead of where we are today once this is accepted.
But I think that pltimgtely our goal mp%t be thgt every

ex-serviceman would have the same right as every other




TRABAF ey BAIGRNR: Rus WIVWE

10

1

12

13

.4

15
16
17
18

19

21

22.

23

24

25

26

Anerican when it comes to his ability to qualify for
unemployment compensation.

I know that Senator Mitchell would like to cosponsor
this. I knowlthatASenator Mpygihan introduced it in ;he

committee last week. They, I'm suie\might want to have

.something to sayf but, from my standpoint, if we have your

gommitment that you would accept thag House proposal; I
would find that from:my own standpoint acceptable. Do
we have that commitment?

‘Senator Long. Could I ask a question ébout this?

We are talking about accepting noﬁ a bill that we have
sponsored but something the House sponsqred. And let me
say at. the beginning it gives me no problem to support
something where one who has served creditably, who has
done his duty, serveé his term, and performed under his
contract, and he comes out and receives unemployment
insurance. I have no problem with that.

At one time in my service, after the war was all over
with, I wound up in a legal office processing béd-conduct
discharges and matters of that sort. And for every person
we discharged with a dishonorable discharge, we discharged
three times tﬁat many with bad-conduct discharges; or maybe
five times as many with bad-conduct discharges. It is a

lesser degree of offense, but a lot of these bad-conduct

discharges entail some pretty reprehensible conduct
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themselves.
Now, I would have thought that if a person had a job
and he was fired for reasons that were contained in these

sort of summary court marshalls where a person was

oA e e

3

diémisséé foiégﬂdiACBnaﬁétiaiSEHargéicunless they have
drastically chagééa theiiaﬁ%éince:ﬁyléays in the service,
tﬁat would be cause for firing a person from his job if
he was working in‘priﬁate industry. So I think that we
need to look at that, now, to f£ind out just what the
current status is with the military.

Now, furthermdre, it is my impression that in some
cases these medical diécharges really more or less are a
tacit agreement between the person and the service, where
if this had hot been agreed upon they would have been
proceeding against him with disciplinary action. And I
_suspect -~ it may not be true, but it may very well be --
that quite a bit of these medical discharges amounted to
an agreement in lieu of proceeding with disciplinary
ﬁction. I would be‘interested in what Senator Mitchell
thinks about this.

| Senator Mitchell. if I could just‘make a comment, 1
think if we simply locked at the language ﬁreviously
discussed, we could accommodate the concerns raised by

Senator Byrd and Senator Long. I haven't seen the

language of H.R. 4717, Mr. Chaimman, but I propose that if
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that language does not include what I am about to say, that
we include it in‘this provision, and that is that the
person involved, in additién,to the conditions that you have
set forth as being in 4717, must have been discharged or

released under honorableé conditions, must not have resigned

or volunfarily,}éft the serVicé} and was not released

because of a record of iﬁdisciplgne for failure to maintain
skill proficiency.

If we adopted those, then we have covered all of the
conditions which Senators Byrd and Long indicated

expressed concern for and still meet the objectives that

Senator Bradley has set forth.
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The Chairman. 1Is that satisfactory?
Senator hoynihan. Mr. Chairman, with those provisions,

it would be entirely satisfactory for me. May I make the

point that the reason we are willing to accept less than we

might otherwise is, one, we have a higher order of confidence
that that paﬁticular bill is going to become law rather than
some of the other things we are talking about.

Senator Bradley. Mr. Chairman, I personally would have
no objection to that, That was the amendment, as modified,
with Senator Boren's suggestion, that we were going to offer
today to extend it to unemployment benefits of 26 weeks.

Now the reason that we are, obviously, not going to offef it
today, in addition to the fact that we don't have the voﬁes,
is that you have given your commitment to accept the House
version, which I think goes half way in the right direction.
And I would have no objection of it being modified in
accordance with those suggestions read by Senator Mitchell
and Senator Moynihan.

The Chairman. Do you have a copy of fhose?

Senator Bradley; They are right in the blue book.

Senator.ﬁitchell. I just took some provisions out of
the blue book, Mf.’bhairﬁah, and read them.

The Chairman. Well, if that's satisfactory with
members of the Committee I can say, as I have said earlier,

that we will be back in conference on H.R. 4717. I am only
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one member of that conference, and I am willing to suggest
to the House that Qe recede with the additions that Senator
Mitchell added and accept their provision. I think his
does add something. The House would say "other than
dishonorable;" his would tighten‘that up some.

| Senatof Bradley. I have no objection to the éttempt to
tighten it up. But I would hoée the Chairman would take into
consideration what I think to be the feal national need to
at least give ex-servicemen the same benefit that the average
citizen has. Does-the Chairman concur?

The Chairman. That would be outside the scope of
conference. I don't know whether I would agree with that
or not. I mean I think they héve other benefits that other
citizens don't have.‘ But I will give my word that we will
accept that provision‘in conference with the additions noted
by Senator Mitchell, unless there is some objection to that.

(No response)

The Chairman. If not, I wanted to make one brief
statement on the Periodic Interim Payments, PIP, because it
indicated that might just be.a gimmick. Aﬁd I wanted the
record to indicate that.delaying ;he PIP produces real
saﬁings to theﬁprogram in fiscal year 1983, because it is
not simply being repealed. Thé proposal recognizes the
full cost of the program. The fiscal year 1983 deferred

payment would be delayed three weeks and made in October of
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1984. The fiscal 1984 deferred payment would be made in
October 1985. 'And in fiscal year 1985, the full cost of
delaYing these payments would be recognized as a cost of
$§870 million to Medicare. ‘So I wanted to make clear that
though w? joked about that, this isn't a total -- total
whgte§er. But'anyway, I would like to put that statement in
the record. | |

As I understand now, there is one other matter that I
want to raise on my own. It was raised by Senator
Durenberger. It is with reference to rouﬁding SSI bénefits.
And I think we want tb‘make certain that -- Sydney, do you
have that? Ca;olyn?

I think rather than the increased numbers in the oﬁt—
years, we just ought to round it one time, and then not ;
use the rounding to pick up additional revenue in 1984 and
1885.

Ms. Weaver. Yes. If’'the cost of li#ingladjustment is
applied to the full benefit and then rounded after the
cost of 1iving adjustmen£ is applied, you would get the full
$20 million savings in FY-83. They would be $25 and $30
million in 1984 énd'lQéS, fqr a cumulatiﬁe savings of $75
million, rather than the $135 million. So there is a savings
loss in fiscal 1984 and 1985 of $60 million.

The Chairman. But there was a problem the way we were

deing it. I think this corrects that problem.
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As far as I know there is nothing else in that --

Senator Moynihan. Mr. Chairman, could one matter be
raiséd? I would like to offer an amendment.

The Chairman. Sure.

Sghator Mdynihan.' hr; éhairman, a; you know, last year
we cut out ﬁhe.studéntnbénefit-from Social Security. That is

the benefit for surviving:éhildren whoseparents:. died and who

are to continue in schopl. And the benefit was created in
1965. And it prbvided that children of retired, deceased;

or disabled workers coula receive benefits up to age 22, if
they were in,séhool; And the amendment I would like to
propose does not go chk to the old arrangement, but

rather does say that for students -- there are students all
over this_country who have dropped out school or have been
dropping out in order-to get benefits this coming fall because
of the deadline when this takes -effect. And this would

extend the benefits of eligibility until October in 1982,

so'thét anybody who has graduated from high school this year
would be in a position to go to college in the fall and not
‘have that cut off to prevent them from doing what they had
fully expected wbula’bé their bénefitsi

The Chairman;'lDo you have any cost estimates?

Senator Moyniﬁan. The estimates are that it would cost
$i85million the first yeay $75, $25, for a total over threec

wears of $285.
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The Chairman. I cannot support the amendment, Dd you i
want to vote on it?

Senator Moynihan. I would like to vote on it, Mr. ‘
Chairman. First, is because there are an awful of people.who,

among other things, are children of Viet Nam veterans. And

-
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they had every reason to believe that this was going to be
their eﬁtitlement; I don't think many of us knew what was
being taken away from them at the timé. Some did perhaps.

Senator ﬁentsen. Could I ask a guestion on that to the
staff? |

Ms. Weaver. Yes.

Senator Bentsen. I would think that the estimates
had been made for the forthcoming year. Would this mean a
revision of estimates for PEL grants? It probably would.

Ms. Weaver. Yes; certainly.

The Chairman. Have we seen the amendment? Oh, we are
seeing the amendment.

(Laﬁghterf

The Chairman. I would hope we might not accept this
amenément. I.-have discussed this and another matter with
Senator Leviﬂ; and we hé%e.agreéa to hage some hearings on
it. And it woulﬁkéeem to ‘me ;hdt we maf be able to resolve
some of the real problems that were caused by lack of notice,
as I understand it. But I would hope that we would not

adopt the amendment. Carolyn?
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(No response)

The Chairman. Is the Administration r;presented?

M§. Van Erden. Yes, Senator. The Administration is on
record as opposing this amendment. |

. Senator Moynihan. Mr. Chairman, I won't.press the
matter3un1e§s others wish'té speak, but I think this is a
chance, and our last chance, to take care of the graduates
of 1982. |

Senator Bradley. ‘Mr; Chairman, if PEL grants remained
at the levels that were expected when this. amendment was
originally adopted, there might not be a problem. But when
you are cutting PEL grants as well as Social Security student
benefits and also student loans, it is a significant problem.
And we might as well face up to it.

Ms. Weaver. I might point out. how the May 1982 cut-off
was selected. That was simply done in drafting because the
Committee agreed thatlstudents who were in high 8wchool,
high school seniors last year -- while you all were
deliberating this change, you wanted to ensure that they
were allowed to get on the benefit rollg. As a consequence,
we drafted ithgo that they could enter college any time
this academic year -- the one that just ended -- up through
May 1. By delaying until October or any other date beyond '
that, you are picking up another high school class that,

at least last year, was not intended to go on it.
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Senator Packwood. You mean it was intended to cut off
those people who graduated in mid-May or June. And that they
are out of luck. They are not out of high school so they
can't get into college.

ﬁs. Weaﬁer. Yeah.. On the grounds that at the time you
weré con31der1ng the change, the law would be passed before
they graduated from high school, and they:'ould change their college
plans accordingly. -

Senator Mitchell. But, Mr. Chairman, if 1 céuld
comment. One unanticipated consequénce ié those students
who happen to g; to high schooi where there was aggressive
and diligent guidance counselors who figured out that if
we can get them into a college before their scheduled high
school gtaduation date, they can become eligible and then
get the full benefits;‘ And thousands of thousands of
youngsters were able to do that, while students who perhaps
didn't have guidance counselors that were as farsighted or
as diligent have been deprived. So an uniptended and
unanticipated inequity has occurred in that with respect to
this year's class, Some haﬁe gotten in qnder the deadline
and many have'npt.

Senator Mofﬁihaﬁ. Mr. Chairman, if I could 5ust make
one other point here. This is a Social Security document
describing Social Security checks for students 18 to 22.

It's still in . circulation although the program has been
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abolished.

The Chairman. I might suggest that there may bc scorn.
areas of inequity. That's why I hoped we might - oo
indicated to Senator Levin -- have some hearings on this to
find out what the facts are; find out who the numbers are
that may have been truly aisadvantaged because of some
circumstance beyona their ;ontrol. So I would hope the
Senator would not press the amendment; But, obviously,
ﬁe can if he wishes.

Senator Symms. Mr. Chairman, T was just going to say
that I would hope thgt we would, at least if the Senator
does choose the amendmént, ﬁote it down because there is
ho way on one of these things that You can ever stop it
without having somebody feel like if they had been one year
older or something —1 think we also ought to remembe r
that there are thousaqu of young Americans out there that
are graduating from high school that may just be going to
work., And if they aie'the ones who go to work, they are going
to be éaying a taxloh the front end of their income to
subsidize their friends who chose to go to college. Aand I
knoﬁ of several cases of -~ one young mén that I know quite
well in Idaho that takes fhislSocial Security money bedause
unfortunately his father passed away and he is eligibic for
it -- and he just takes the minimum 12 credits so he can get

the money. And I think that we encourage people in this casec
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to go to college that might not otherwise go. Aed we do it
at the expense of the young worker. So at some point in time
it is probably more equitable just not to continue the
program. There is no means test on it. There are
mllllonalres‘ heirs, chlldren, that are out there getting
subszdlzed to go te college on the 5001a1 Securlty program.
It was never intended for that. And it seems to me like we
have done something now that was-difficuit, but we ought to
stay with it,

There are'millionaires' orphans, or widows or whate&er
that are‘left behind, but their children are eligible for
Social Security so they get it and they go to college. And
they are subsidized at the ekpense of the low income people
that are out there working. Let's be honest about what is
happening. That's whet is happening.

Senator Bradley. I haven't seen any stat?etics on
how many millionaires' children are ~-

Senator Syrmms. Well, there are 250,000 miilionaires
who get Social Security. And I don't know hdw'many families
there are of people who are getting these benefits who could
otherwise afford to finanbe sending tﬁeﬁ to college. That's
the point I am making. But yeu do‘knowFone thing. That any
young worker that is out there working is paying in to the

Social Security chain letter so that somebody else can take

it out. And that's the thing we need to remember. So I think
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we ought to stop it right now. Aand not accept the amenément.
Senator Chafee. Mr, Chairman, I would note that this
is a draw on the Social Security fund. 1It'sg not from the
general fund. We are battling to preserve what we can of
the Social Secufity. .
The Chéirman. We are in the procesé now of trying to

start making judgments on the Social Secufity Commission.

But I am prepared to ﬁote if the Senator wants to vote,

The -Clerk will call the roll,
The Clerk. Mr. Packwood.
Senator Packwood. "-Nay.
The Clerk. Mr. Roth,

The Chairmah}"Nay.

The Clerk., wMr. Danforth,
Senator Danforth; Nay.
The Clerk. Mr. Chafee.
Senator Chafee. Nay.

The Clerk. Mr. Heinz,
Senator Heinz. Nay.

The Clerk. Mr. Wallép.
Senator Wallop. No,; .

The Clerk. Mf:.Durenberge;;
Senator Durenberger. No.

The Clerk. Mr. Armstrong.

Senator Armstrong, Nay
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Senator Roth's proxy.

The Clerk. Mr. Symms.
Senator Symms. No.
The Clerk, Mr. Grassley.

Senator Grassley. No.

‘The Clerk. Mr. Long.

Sénator Long. Yes,-

The Clerk. Mr. Byrd.
Senator Byrd. No.

The Clerk. Mr. Bentsen.
Senator Bentsen. No.

The Clerk. Mr. Matsunaga.
(No response)

The Clerk. Mr. Moynihan.
Senator Moynihan.' Aye.
The Clerk. Mr. Baucus.
Senator Baucus. Aye.

The Clerkf Mr. Boren.
Senator Boren. Abstaiﬂing.
The Clerk. Mr. Bradley.
Senator Bradley. Aye.
The Clerk.  .Mr. Mitchell.
Senator Mitchell. ‘Aye.‘
The Clerk. Mr. Chairman.

The Chairman. I vote "no."

And

let me withhold

I didn't quite communicate with

39

him.
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(Laughter)

The Chairman. Are there any othgr amendments? I hope
not.

Senator Heinz. Mr. Chairman.

‘The-Chairman; ‘Eleven‘nayS'ahd nine yeahs. The
ahendment is not agreed to.

‘Senator Heingz, Mr. Chairman, I would like to bring
up --

The Chairman. That can't be right. Eleven and nine . -
are -- K |

Senatoryﬂpynihan. Eleven and five, Mr. Chairman.

The Chairman, Eleven nays and five yeahs. That sounds
more like it,

Senator Symms. May I inquire? Dpig you get Armstrong
as "no?" The Chairmaﬁ answered for Armstrong at the same
time I said "no."

The Clerk. No. I did not put Armstrong down.

The Chairman. Twelve to five. It is looking better.
Senator Heinz.

Senator Heinz. Mr. Chairman, 1 wopld like to bring up
the qtestion of:a moratorium onmthe disability investigétions
that afe takiﬁé placé; Iih;many States, perhaps not all,
the administering agencies at the instruction of the Social
Security Administration are going through and making

redeterminations of disability. And in many cases, this has
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1 created a variety of problems. One problem is that in some
N 2 states, such as my own, the work lcad is, frankly, almost

3 more than we can tolerate and handle. The second problem
4 is that apparently éfsignificant number of poor decisions
 6 are being made. Some 45Lpercent of_tﬁose that come up for

6 reexamination of their benefits by the administrating

7 agency are being terminated. But those who go on appeal.
8 are finding a 65 percent reinstatemen£ rate through that
8 adjudicative process.

10 The problem,.therefore, is that a lot of people are

11 || getting their benefits terminated. And those that are

12 getting appropriate advice are getting them later

13 reinstated. WhatVI would bring up for consideration is that
14 we put a mqratorium on any new or initial additional’

15 determinations until danuary 1st, 1983, with two provisos;

18 That that moratorium would not apply to the so-called

\

17 | "medically Diaryed" investigations. And, secondly, that it

= FORN T80

18 || wouldn't apply in cases where the Secretary fihds;fraud or '

£ ,

.; 19 | abuse, or where the individual is working and is performing
:g 20 sabstantial gainful activity.

.é 21 Some cost estimates have been madé; ~ Is the CBO

£ 2 répresented hefé?;,ﬁ o

23 (No response)

24 Senator Heinz. Well, I am told that CBO estimates that

25 the cost of this would be $25 million in 1983, $55 million in




- FORN T40

FENGAD CO., BAYOMNE, N.J. OY0OR

10
"
12
13
14
15
16
1
18
19

20

.21

22

23

24

25

42

1984. Can we get that verified or not?

Ms. Weaver. In the figures that I have from the Social
Security Administration if you were to put a moratorium on
new CDIs, the cost would be substantially higher than the --

Senator ﬁeinz. This is not a moratorium on all new
CDIs. |

Ms. Weaver. Yeah.

Senator Heinz. There aré, in effect, three provisos.
For example, the so-called "medically Diaryed" inﬁestigation-a
there are some hundred aﬂd sixty thousand.of those
per year. Those are cases wheré at the time:6f the
original award, the individual was believed to have a
high probability of recovery. And the indiﬁidual was
notified that he or she would be subject to medical
reexamination at a spécif;ed date. That's éne blg category.

The other category is where there ié either fraud or
abuse, or the person is working. Those épparently cover a
rather substantial number. And that is-;he basis on which
CBO aﬁparently calculated these estimates.

The Chairman, Coulq I speak to the amendmegt?' We
would like to wrap up the spending.sidg SO we can move to
the revenue siée. | |

This matter was raised last Wednesday or Thursday on
the Senate floor with respect to tpe debt ceiling extension

by Senator Cohen and Senator Leﬁin. At that time, the

™~
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majority leader, who was pinch-hitting for the Chairman of
the Committee, indicated that, to the satisfaction of both
Senators, we would have immediate hearings on this matter.
There is a problem. But, again, I would hope that we would
not'sF%rt amending thé reconciliation at this.time. . The
digéb;iity iﬁéufance amehdment to 1980 ﬁas paséédIWith ihe
éipresé éurpoSe of weeding ineligibles.out of the.disability
insurance program. |

I spent about anrhour with Senator Cohen and Senator
Levin last Wednegday. Aﬁd I think -—- and I know' Senator
Heinz has had a long-standing interest in this -- and I
would hope that we could proceed. And, again, try to find
out if there is some way to resolve the problem which
started as a result of legislation in 1980.‘ There are no
obvious solutions. Wé have got a bill reported out of the
Ways and Means Commitee -- the Pickle-Archer bill -- which
is now awaiting a rule in the Rules Committee. And I am
not certain slowing down the review is going to solve
anything. It is goihg to shift to tﬂe Secretary the rigﬁt

to slow the process rather than Congress. 8o, again, I

- would hope my colleague would permit us to do what we

s

indicated we: would do anthe'flodf last week. And that's
to have hearings. I mentioned this to Secretary Schweiker.
He's aware of the concern. He's promised to appear of have

someone else appear on his behalf at the hearings to see if
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we can figure out some way to resolve gome of the real
problems because of the high rate of disqualifications.

Senator Heinz. Mr. Chairman, when are these hearings
going to take place?

Mr. Chairman. I think right after the 12th.

Senator Heinz. Will the hearings‘be completed prior
to the time this bili goes to the floor?

‘The Chairman. Hopefully. Hopefuilyt we will have this
to the floor before'the heariﬁgs are completed.

Senator Heinz. Well, Mr. Chairman,»let me suggest --

The Chairman. There also is a separate bill coming
over to us from the House. You don't have to put it on --

Senator Heinz. That doesn't mean that bill will go
anywhere, Mr. Chairman, quite candidly. I would be willing
to withhold pressing this amendment.at this time with the
proviso that I would feel compelled to offer it on the
floor, unless we had completed hearings and came up with
something -- if there was a concensus -- on some kind of a
reasonable alternative.

The Chairman. Well, I am not certain that is
reasconable because we are manﬁated to feport --
Senator Heinz. Itfs not reasonable. I thought I had
a right to offer amendments. |
The Chairman. You said “"reasonable." You certainly

have every right to offer amendments. ' And we have a right
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to try to defeat them. But I think if you just let us

try to proceed_on this -- we are not known to be foot-dragg-
ing. It was only raised last Wednesday with the Chairman.
We haven't had a chance to have hearings since then because
we weren't in sessioh Friday or Monday. Right now, wc axc
required to.report this bill to the Senate by the 12th. T
doubt that we could have hearings‘next week.

Senator Heinz. Mr. Chairman, excuse me. Just so there
is no misunderstanding, I was proposing that we have hearings
prior to the time that £he Senate takes up this bill on the
floor.

The Chairman. I have askgd Senator Baker to put it
right behind the Constitutional amendment.

Senator Heinz. That should give us some time.

(Laughter) |

Senator Heinz. Depending on which Constitutional
amendment.

The Chairman. The balance the budget amendment.

Excuse me. There are two or three othe;s floating around
which may be added-to the next debt ceiling.

{Laughter)

The Chairman. I wouldn't want to make a promise I
can't keep. I guess that's the problem.

Sen;tor Heinz. Mr. Chairman, I always have the right

0 offer it on the floor as an amendment. It se=2ms w@ ac
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that it is to everybody's advantage to try and expedite those
hearings. We know this is a real problem. The House has
sent us legislation. I don't know that it would be
particularly effective legislative tactics to try and have

a single, solitary bill. It would prébably attract a
P;esidential veto siﬂce thésé are the Adminisiration’s
regulationé and actions that are taking place here. I don't
imagine they are going to do a 360 degree turn.

Tﬁe Chairman. I might suggest the legislation was
passed in a prior Administration.

Senator Heinz. Yes, the Senator is right.

The Chairman. But we may have already scheduled
hearings. Have we scheduled hearings?

Mr. Lighthizer. They are not scheduled yet.

The Chairman. Bﬁ£ we are in the process of doing that.

(Laughter)

Senator Heinz.. Mr. Chairman, the sooner those hearings
are scheduled, the soocner I will be able to withdraw the
amendment.

The Chairman. Right. It is really Senator Armstrong‘s
Subcommittee. But we will have hearingé.

Senator ‘Moynihan. '‘Our Chairman is not here. Oh, he
is5 here. We can have hearings very shortly, can we not?

Senator Armstrong. I think we should vote on the

amendment now.
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Senator Moynihan. If the Senator would yield? Mr.
Heinz, wouldn't you not wish to haﬁé the Subcommittee on
Social Sechrity ﬁavé hearings? .7

Senator Heinz. I would-l;ke the Subcommittee  to have
hearings. I think we might learn something.

‘The Chéirman. Shéul&'we vote on it now or have
hearings?

) Senatbr Heinz. Well, that's up to you.

Senator Bradley. What did the Bubcammitteé chairman say? ' Is
he willing-to hold hearings?

The Chairman. I'm rgady té §ote against it right now
if you want to voté on it.

{Laughter)

Senator Moynihan. All right. Let's vote.

The Chairman. All right. The clerk will call the
roll.

Senator Heinz. Mr. Chairman, wouldn't it be a good
idea if people had a copy of the amendment before they
started. voting on it?

- {Laughter)

Senator Heinz. I hate to stand on niceties, but people
ought to read something before they vote on it. Aand,
secondly, I a&vﬁot sure that we are through with debate on

the amendment.

(Laughter)
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Senator Heinz. I am amenable to working it out to
have hearings. But if the Senator from Colorado doesn't"
want to have any hearings on this in spite of the fact that
the Senator from Kansas said that there were going to be
hearingsf I am prepared.to.ﬁote on it at some point.

Senator Armstrong. »Mr._cﬁéirman, I ﬁhiﬁk;he is willing
to take the assurance of the Chairman‘that we are going to
have hearings, |

The Chairman. Pardon?

Senator Armstrong. I am just trying to accommodate
him. ﬁo you desire that we have those hearings in the
full committee or the subcoﬁmittee?

The Chairman. Whichever,

{Laughter)

Senator Armstrong. I'm willing to vote now and then
have hearings.

Senator Chafee. Mr. Chairman, I think it is worthwhile
having some hearings on this thing. I don't see what all
the fuss is about.

The Chairman. I didn't know it was going to be brought
up. I thought we had put that fire out, but apparently we
didn't get around‘to that. Whatever satisfies the Senator,.

Senator Heinz. Could we have a clear indication of
who is going to hold tﬁe hearings, Mr. Chairman?

Senator Moynihan. Well, I will hold hearings if you
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would like.

(Laughter)

Senator Moynihan. We don't have much to do over here,
you know.

'(iaughter)

Senato? Mbynihan. Never éo to White House meetingé.
Regan never tells us anything.

The Chairman. I notice that Senator Armstrong is more
enthusiastic than he was about hearings.

- {Laughter)

The Chairman. And if we could have a subcommitee
hearing =-- if not, we would have the full committee hearing.
Seﬂator Heinz. Well, do I have your assurance, Mr.
Chairman, that we will have one or the other? And that we
will schedule them in-a few days? By the end of this week?

Not to say hold them, but to schedule them?

Ms. Weaver. I would like to point out that we have, at
the staff level, already been discussing the hearings and
who we might have, and how long they might.last. And we have
been talking with your staff as well about what we might do
inr the way of -—- |

Senator Heinz. And now we would like to find out if we
are really going to hold them.

The Chairman. Well, we are going to hold them.

Ms. Weaver. We, at the staff level, with the Minority
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staff, have been talking about it.

Senator Long. Well, if I might just comment on this.
I have been sitting here without getting into it. But I
do want to commeqt on this. Now when we hold these hearings
on disability, théy-bring people up here -- Péraplegics in
wheelchairs. If théy are going t§ write”at aii} tﬁey have
got to move a pencil around in their mouth and that kind of
thing. That's the typical person on £hese rolls.

Now there is somebody that I have-known back in high
school days. And I cén't see anything thé matter with him
when he comes around. Nor qaﬁ anybody else. ., But he tells me
he is disabled and somebody took him off the rolls. And he
and his buddy are out playing éblf and they feel just fine
up until they run into me. When I see them, they are all
of a sudden disabled And can't get around at all. People
come applying for work. And then they tell us that if they
are going to take the job, that they have to take it purely
cash with no records kept. Why is that? Well, that's
because they are on the disability rolls.

There is some doctor _in my hometown who is just notorious
about loading these rolls down with peoble'who are seeking
employment today and who are gvailable to do some work.

Now I am concerned about the fact that I voted for
that program. Frankly, at the time it went into effect, it

carried by just one vote. BAnd if I had voted the other way,
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it wouldn't have taken place. Now it kind of surprised me
to find out we had four times as many people on the rolls as
we thought we were voting to put on the roll. And then I
meet some fellow -- and I am not going to embarrass the
ipdiVidual by éailing ﬁim namesJ-- and this character goes
déﬁn to apbiy for his unemplofhehﬁior SoCiéi Sgcurity
benéfi#s, ana he just found out that they don't seem to
have the records. That there is no record of all these
years this fellow has been working. And he said he had a
lot more benefits than they are giﬁing hiﬁrbecause they
don't seem to have the record of his full employment. Well,
it turns out that they said, well, look, we don't have the
records to put you down here for retirement, but we

think we can qualify you as disabled.

Now it wasn't hié idea that he was disabled. It was
their idea thﬁt he was disabled. And so the poor fellow,
bless his heart, he is trying to pretend he is disabled.
And he makes a pretty good pretense under the circumstance.
But it wasn't his idea at all.

But just a great number of people on those rolls
nevér should have been put there. 1 think that the
Administration and the previous Administration probably
got it down to whefe you ho ioﬁge; have four times what we -
thought we were paying; you have got three times what we

though we were paying. And the Administration is trying to
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get it down below three times what we thought we were
voting toi.put on the rolls. And when we start criticizing
those who are trying to reduce these rolls down, I think it
is fair to keep in mind that there have been a lot of good
people in thié governmént who thought they were doing a
kindness toward their neighbbr_when they said you have

got 235 million paying ta#es in one regpect or another, one
more won't hurt. O? the judge that hears a casé and finds
a person disabied, and reverses the conscientious hearing
examiner. And then the judge goes home aﬁd he says,"Well,
I will sleep well tonight.. Now I know that that wasn't
what Congress intended, but I really felt sorry for those
people so I put them on those rolls."

" We have got a great number of ﬁeople who are handicapped
to be sure, but not tétally permanently disabled, the way
that law intended. And at some poiﬁt, I think some of us
ought to support the Administration and say that we are
paying for three times as many people as the Congress
intended. A

I recall some fellow who was leaning on a cane 'and
holding ﬁp a sign ts my opponent. I suppose th%t that
fellow spotted one of those persons got takén off the rolls
because some of us thought there were too manyion there.
And I am sure you can lose a vote or two by saying that

only the disabled ought to be drawing these payments. But
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what are we doing here? We are trying to save the government
frém extravagance in years gone by. And I don't know why
we ought to load that on this bill to do more of the same.

The Chairman. I am ready to vote.

Senator Heinz. Mr. Chairman, getting back t0 where we
were -- and‘I am not going to étand in.the way of a vote if
that's the Committee's will -~ but why_is it not possible to
get a commitment to schedule hearings?

The Chairman. Well, we have given the Senator a
commitment. I can't give you the precise date, but I have
said I would have hearings. I'm not certain I can do it
before we consider this bill on the floor. I will not make
that promise. 1I'm not certain that can be done.

Senator Heinz. Can the Senator from Kansas state that
he would be able to aﬂnounce a date for said hearing by the
end of this week? Would that be possible?

The Chairman. 1It's not that I am objecting to having
hearings. I am just saying that I can't promise the Senator.
We will have hearings as soon as we cén. But if this comes
up on the Senate floor, I know this Senator would be on the
Senate floor. I assumé that others will want to be there,

What do we have after we come back?

Mr. Lighthizer. Mr. Chairman, I‘éo;'t_have the
schedule in front of me. We do have some hearings scheduled

that first week. But, typically, we don't schedule hearings
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when we are going to have a Finance Committee bill on the
floor. Or at least we dop;t schedule very many hearings.

Senator Danforth. Mr. Chai;man, you had hoped that
we could start party meetings on the revenue side of this
processfat 3:00‘this afterncon. I now notice tpat'it is
now 25 minutes until 4;00. The commifment has been/made.
I think very clearly both on the floor and by.you in this
Committee that we asg a.Committe;\will address this isspe.
I think there is widespread recognition that there are
problems with thé disability system. It ﬁaé been expressed
by several people here today, and also on ﬁhe floor last.
week. And your view, as I understand it, Mr. Chairman, is
that you want to get on with our task of meeting the
task put before us on the budget resolution. And for that
reason, I would hope that we could start working on the tax
side within the next five minutes or so. And so I will
move to table the amendment offered.

Senator Heinz. Would the Senator withhold his
tabling motion?

Senator Danforth. No.

Senator Heinz. Would the Senétof withhold his tabling
motion, please?

Senator Danforth. No.

Senator Heinz. Well, Mr. Chairman, I will make the

regeest one last time because I have a lot of other
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amendments I am going offer if he doesn't withhold his
tabling motion,

Senator Packwood. Mr. Chairman, why can't we just
adjourn the meeting? We have got a whole list of revenue
raisers to go throuéh.

The Chéirman. I want to accommodate everfone on the
Committee. And I think we have done ghat. I just think the
Senator from Pennsylvania should understand that we will
have the hearing. I can't give you a precise date and hour
at this point. I am not going to pledge we wili“do it
before this bill gets to the floor. If that's the only
way you will accept it, we will just have a vote on the
amendment.

Senator Heinz. Mr. Chairman, first I would like the
tabling motion withdréwn, if we might, so we could proceed.
The Chgirman. Well, I would hope the Senator from

Missouri might do that.

Senator D?nforth. I will withdraw it.

Senator Heinz. Mr. Chairman, I do not doubt the good
faith of the Senator from Kansas. I am a 1it£1e c&ncerned
that both he and the Senator from Colorado seem -- and the
Senator from Louisiana as well -- a little hesitant about
holding hearings. But it has been my experience --

Senator Armstrong. . If the Senator will yield. Don't

characterize my attitude. I have made no statements to
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justify any characterization of any kind. I will be glad to,
if you want me to.

Senator Heinz. But it has been my experience --

Senator Long. Senator, I didn't say =--

Senator Heinz. But it has -

Senator Long. I'm against your proposition.

(Laughter)

Senator Heinz. But it has been my experience that the
Senator from Kansas is a man of his word. And I will
withdraw the amendment.

The Chairman. Are there any other amendments?

(No response)

The Chairman. If not, we will assume that -- we will
have the hearing -- we will assume that there is still one
issue. And that's_thé Moynihan amendment.

Now what I would hope we might do is to move then
directly to tﬁe revenue side. We have, I think, done guite
well in disposing of about $17 billion in spending
reductions. I would like to make just a brief statement
on the revenues and then --

Senator Bradley. Mr. Chairman, cbﬁld I inguire? Are
we going to vote on the spending side at any time?

The Chairman. I think we might as well wait until we
take care of the package -- we vote on the package.

Senator Bradley. Oh, all right. So we will have a
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The Chairman. Yes. As a package.

Senator Matsunaga. Have you recorded "aye" on the
Moynihan amendment? N

The Chairman. Yes.

Let-me.just take a minute of the Committee, and then we
will go into our revenue mark-up.

As every member of this Committee knows, we are here
for the purpose of cutting the deficit --

Senator Moynihan. Could we have ofder? We would like
to hear you.

The Cﬁairman. Yes.

We are here for the purpoée of cutting the deficit
and restoring stability and sanity to financial markets by
demonstrating those séme gualities in our management of tihc
budget. But there are good ways and bad ways to reduce thc
deficit. As we take up the revenue side of reconciliation,
I would like to lay to rest some misconceptions about what
we are doing here.

Our initiative to raise revenues is in no way a
contradiction of what we did last year.. It is, rather, the
second phase of a necessary reckoning in tax policy that
began last year. Until 1981, our practice had been to allow
tax rates and the overall tax burden to rise while the

income tax base was increasingly eroded by the prolifeiation
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of special Preferences, deductions and credits. By 1981
federal tax had risen to 21 percent of the GNP. And they
would have continued to GO0 up to 24 percent by 1987 had we
not acted to control tax rates. At the same tlme, so-called
tax expendltures grew from 67 1tems in 1967 to nearly a
hundred in 1981, totalling some $228 bllllon Meanwhlle,
federal Spending and deficits grew to record proportions.

This special tax relief at the expense of the general -~
€ven granting that many tax incentives arquably fulfill a
useful purpose -- has, T am afraid, led t§ much of the tax-
payers' resentment over the perceived unfairness of the tax
system. People do want to see that eﬁeryone pays a fair
share of tax, and they understand that higher and higher
taxes are easy for the wealthy to evade, but impose an
excessive burden on tﬁe moderate income taxpayers who are the
backbone of our revenue system. Working men and women see
an inequity when sophisticated tax Planning helps the
wealthy escape taxes; whether tax shelters are good policy
in scme cases misses the point. When the proliferation
of tax privilege; undermines confidence in the system, it
is time for a change.

Last yeaf'in the Economic Recovery Tax Act, we reduced
and stabilized tax rates over a perijiod of years. We did so
to restore incentives for work, savings and inﬁestment. We

also recognized the need to restore equity to the average
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~

taxpayer and control the growth of government on the revenue

side. But even the major shift in tax policy undertaken

last year did not do the whole job. We arrested fhe rise

in tax rates, but that is not the whole story in tax policy.
, : \

We have a widé'array of re%énuewréiéing proposals before
us. Most of thesexhéve been ;he'subject of extensiﬁé
discussion in_tﬁe news'media in recent months, and have been
reviewed at length by members and staff;. But I think to
préperly choose how to raise revenues we need an additional
perspective. We have to begin now to address the
inefficiency of the tax system and the many exceptions from
the rule that tend to make the tax system less equitable
and which too often makes tax considerations the focus of
economic decisions.

If we want a tax.system that is fairer, simpler and
easier to administer and comply with, here is the plaée to
start. Over the past several months we haﬁe Qiscussed a
number of areas where special tax rules, glthough well
intentioned, seem to lead to an unfair or inefficient result.
These areas include safe harbor leésing, pension deductions
for the highly paid, tax-exempt industrial development bonds,
the taxation of the life insurance industry, and many others.
I would not suggest that we will necessdrily act on all of
these areas, but certainly they represent the kind of things we

cught to emphasize in raising revenues: increasing fairness,
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eliminating obsolete or inefficient incentives, and
generally broadeﬁing the tax base. Along these lines I also
mention the minimum tax proposals that have been under
consideration, because that is an area where we can consider
a brqader base and a strpngef tax as a means of reducing the
impaét of the prolifera£i$n of tax preferencés.

Surely it is preferable to firm up our present tax
base, and take measures to improve tax dompliance, before
we consider slapping on new taxes that may have uncertain
effects on the economy. If we cannot reaéh a concensus
on our revenue target by taking the kinds of-itéms I have
suggested, then we will have to consider increasing some
present taxes or adding new ones. But perhaps we‘can give
some meaning to the much-abused term "revehue enhancement"
if we emphasize‘base-ﬁroadening as the best policy goal
when it comes to raising revenues.

This is the time for advocates of a simpler and fairer
tax system -- and I considér myself amoung that group -- to
come forward and take the first steps that are needed.

Over the weekend we saw a-dramatic demonstration of the
growing support for a lower-rate, much éimpler income tax.
And this is the place to start taking measures needed to
expand the tax base sufficiently to facilitate lower rates -
and easier compliance. That is the direction we started

to take last year, and this is the logical way to carry
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forward the campaign for a fairer tax system.

Many of us would prefer to leap ahead into a new
tax system. But this does.néed to be a stép—by—step
process. In order to drasticallf cut tax rates and eliminate
dedﬁctions and credits, we need to know how the tax burden
is preééntl& distributed as a consequenﬁe of a particular
tax preference. We need to know how phat distribution would
be changed by specific simplification: proposals. ~Most
importantly, we need to_have a fair system. And I Qbuld
suggest that until we generate a concensus that we have
got a lot of work to do. And, of course, the job before
us is to raise the $21 billion in 1983. And I have said --
and I know there is a lot of interest in the flat rate --
that we will have hearings on such a proposal when we finish
our other work sometiﬁe this fall.

Now I hope we can end our .session. And perhaps
tomorrow morning at 10:00 come prepared to start voting on
revenue matters.

Thank you.

' Senator Bradley. Mr. Chairman, I guppose we will be
able to make our opening statements in the great tax debate
of 1982 tomorrow?

The Chairman. Or now if you prefer.

Senator Bradley. I prefer to wait until tomorrow.

The Chairman. Okay. Thank you.

(Whereupon, at 3:45 p.m., the meeting was recessed.)
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