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ORIGINAL

Executive Session

Wednesday, April 29, 1981

U. S. Senate,
Committee on Finance,
Washington, D. C.
The committee ﬁet, pursuant to notice, at 2:38 p.m.,
in room 2221, Dirksen Senate Office Building, Hon. Robert J.
Dole, (Chairman of the Committee), presiding.
Present: Senators Dole, Danforth, Chafee, Heinz, Wallop
Durenberger, Grassley, Long, Bentsen, Matsunaga, Moynihan,

Baucus, Boren, Bradley and Mitchell.
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‘_mu1t1 year effort requ1red for the U S auto 1ndustry to_‘“

- The.Chairman. The Committee will come to order.

I think before we start on the other business, I would
Tike to y1e]d to Senator Danforth, who would 11ke to take up
a matter. ' '

Senatoe Danforth. Thank you, Mr. Chairman.

As you know, Ambassador Brock is now in Tokyo, speaking
with the Japanese on & range of trade issues. The most publig
one and the one that is most before us now is the question of
automobile imports.

This Committee has a mark-up scheduled for the 12th of
May. Obviously, and it has been my position and Senator
Bentsen's and I think everybody else's, that we would rather
have this worked out by discuesion and agreement rather than
by legislation, if that is possible.

Therefore, I would like to move, just in order to

express a sentiment of the Committee to Ambassador Brock,

that the following cable be sent to‘Ambassador Brock, care of

the American Embassy, in Tokyo.

"The Finance Committee met today in executi#e session.
We determinee that your trip to Japan was an appropriate time
to reiterate our deep concern over the automobile import
s1tuat1on |
| - "we p]ace a great deal of importance on the outcome of

your ta]ks w1th the Japanese, part1cu1ar1y w1th regard to the

S T =7 I “' .."
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recover and Japan's contribution in this regard."

| It would be signed by you, Senator Long, and Senator
Bentsen and myself.

| The Chairman. 1 knpw of no objection. Senator Bentser
would you 1ike to be heard on it?

Senator Bentsen. I think Senator Danforth covered it
very well. 1 think time is of the essence to see that this
thing is resolved, and hopefully it can be resolved by
negotiation. I would like to do anything we can to buttress
what Ambassador Brock is doing.

The Chairman. Without objection, the request is agreed
to. We will see that it is properly communicted to the
Ambassador.

Senator Danforth. Thank you very much, Mr. Chairman.

Mr. Lighthizer, Mr. Chairman, we Have prepared a staff
document on that. We are prepared to recommend that you put
it on the agenda for the end of the reconciliation mark-up.
We have the staff document in a draft form.

Senator Heinz. You want to save the good news to last?

Mr. Lighthi;er. There was no particular motivation,
Senator. We have that. We have'it.in draft form. We expecte
to put it at the.end.of this, after this session.

;,Senatof,yeinz._Mr. Chairman, that is fine;kr;ix

‘The Chairman. Is that all right..

iE
T

‘Heinz. Yes. -

_Senatd
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The Chairman. If not, we can expedite that, maybe
consider it the next time we meet. What I would like to do
today, until about 4:00 o'clock, is to have the staff proceed
with the staff document, propqsais for reductions in spending

programs under the jurisdiction of the Senate Finance Committs

and discuss the President's proposed reddctions, and of course

as everyone Kknows, we hqve been directed by the Senate to now
properly aliocate fhe spending reductions. We think it might
be best to start with recommendations of the Administration.
It is my hope that perhaps when, after having gone
through that exercise, because there are some questions. I
think Senator Bradley:said he had some questions about some
of the numbers. |
I mighkt~add, we had the numbers rechecked by HHS.
That does not mean that they are accurate. The only numbers
that I am certain of are the page numbers.

(Laughter.)

Senator Dole. And, I haven't checked those.
So, I wouldn't want to verify it without any other

numbers.

So, we will proceed on that basis. It is my hope that
we set aside about six or seven days to dispose of this
matter. I don}t.tﬁ%nk that it will téke that long. At an
apprqpriateftfmék}i.gm“prepafedrto offer a propdsal_tﬁat

anyone_pn_thequﬁd'tteercou]q;theq ahend or add orﬁmqﬁp,;
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additional cuts, or even spending. I will be glad to
consider those amendments.

Senator Bradley. Mr. Chairman.

The Chairman. Senator Bradley.

Senator Bradley. Could I request that you give us some
time after you do offer the proposals, so we can have a chance
to study it?

The Chairman.. Yes.

Senator Bradley. Not maybe overnight, at least.

The Chairman. Perhaps that can be -- the proposals
made ready to distribute tomorrow morning. Maybe it could be
distributed end.dtscussed briefly, and then we would meet
again, when, next Tuesday?

Mr. Lighthizer. Next Tuesday, yes sir.

The Chairman. Would that be adequate?

Senator Bradley. That is fine.

The Chairman. It might be ene way to do it, unless
everbody wants to vote on it tomorrow.

Well, Mr. Lighthizer, proceed.

Mr. Ltghthizer. Mr. Chairman, I would just say we
have prepared two committee prints for purposes of this mark-
up. One is the background on the major spending proposals in
the Jur1sd1ct1on of the Finance Committee. The one I am going
to go through br1ef1y is the one that is the proposedfgpend1nd

reduct‘ons whtch 1s the sma]ler of the two
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I would suggest, I guess, everyone make sure they have
a “Star print,” at the bottom of their front page. There was

a printing error. I think we got rid of all the 0ld copies of

it.

The Chairman. Yes.

Mr. Lighthizer. The Finance Committee is required by
the budget resolution to find in outlay savings, 1982, $9.354
billion, in outlay savings, I should say in direct spending,

1983, $10.870 billion.

In 1982, we are required to find through authorizations

in outlays, $112 million, and through authorizations in 1983,
$132 million.
On the first page of the book, it then gives a total
we are required to find in savings by the end of May, 1981.
Pages two.and three give the President’s proposals
and the beginning of page four give the President's proposals
as they are within the jurisdiction of the*Finénce Committee.
The numbers that are given there for savings tend to b
the same numbers that the Budget Committee used. In a couple
of instances thgre was some dispute, but they are numbers
which we have taken for the most part fromthe Budget Committe
and have checked with the Administrat{on. |
Now, I guess, 1f you like, Mr. Cha1rman, I w111 go
through the prOV1s1ons in the same order that they are on

page two;_

a

Uy S

Pl L
.
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Senator Dole. Right. Beginning on page -- the social

security?

Mr. Lighthizer. The minimum benefits.

That would begin the description of that proposal
begins on page 17.

The Administration proposed to eliminate student
benefits in the following way. They would not include any
incoming Freshmen next year for student benefits, and they
would reduce eQerybody's benefits in the final three years

by 25 percent.

They would continue to do that until the benefits
had phased out.

The Chairman. I might say without getting into what
may be an alternate proposal, it has been suggested this
legislation coming .about the time high school seniors are
making college plans, we may want to accommodate those high
school seniors who may -- at ]eaet they don't have any notice
now, .they would be permitted the reduced benefit. That is
one change.

Mr. Lighthizer. The next-savings provision that the
Administration propesed, as listed on page 2, is described on
page 18, :and that is the elimination of the minimum benefit.

Essent1a]1y, regardless of what your earned benef1t is,
there is a minimum benefit that was frozen in 1977,‘;;.$122 0@
per month;: It.1s s]1ght1y more comp11cated than that...ln

o
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some cases it is as high as $153.00 right now. But, by 1983,

it will be $122.00 for all recipients.’
The Administration proposes for current as well as for
future recipients, to go back to the earned benefit.in each

case.
The next proposal that the Administration has in their

package is a restriction, the restricted payment of lump sum
death benefits.

Essentially, what they do is =--

Senator Bentsen. Let me ask, Mr. Chairman, are we
going to discuss these as we go atong?

The Chairman. Any guestion you have, yes. That is
another -- there ~will probably be a modification on the

minimum benefit, too. But, we will first discuss the Reagan

proposals, then submit, tomorrow morning, modified proposals

and certainly any questions you may have.
Senator Bentsen. Let me ask this. What time do we
explore these options and enter into discussions?

The Chairman. I think it might be well, if we could

just, without getting into a discussion of the alternate

proposals, where we have a change, it might be well to note

that change. The Senators would be on notice that there

m1ght be a modification. . :f}flr

The student benef1ts, ther e would be a mod1f1cat1on

M1n1mum benef1ts. there wou]d be a mod1f1cat‘on 553
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Maybe it would be helpful, Bob, if you would note
that, without --

Mr. Lighthizer. Yes.

Senatof Bentsen. I have some concern, obviously, on
this partfcu]ar.provision on the minimum benefits. As I look
and asked the new Administraﬁor for the Social Security
Program, trying to get an identification of those who are
current recipients and beneficiaries and tﬁe fact that they
might not fit the profile as was shown in the 1979 study by
the General Accounting Office. He stated that it would be
a very difficult thing for them to take_these people out and
that it was going to take eight to ten thousand man-years,
and cost in excess of $225 million . to identify'the;peqp1e.
That gives me some concern.

The Chairman. Right.

Senator Bentsen. As to actualTy understanding who the|
are. I want to address myself Iafer to that.

Mr. Lighthizer. That is what we have, Senator Bentsen|.
We are also told, Senator Bentsen, that the Administration
savings proposals, the savings numbers are net of that extra
expense.

The Chairman.. They are‘net savings after that expense|?

Mr. nghthiier. That is what we have been to]d.~j

TheﬁChafFﬁan. That is a‘ﬁﬁestipn we:raisedJiéfgﬂyé

discussion with Administratiqn,officia]s.ﬂ There: ””;Sbme

A J—
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concern that there would be some 300,000 people, between the
ages of maybe 60 and 65 who just fall through the net, to
kind of offer some protection to them. I think that proposal
is offered by Senator Heinz.: It is being worked on now by
the Administration.

We will have that. Do you want to discuss that now,
Senator Bentsen?

Sentor. Bentsen. Let's wait until we get down to the
proposal.

The Chairman. Right.

Senator Bentsen. I just wanted to put the staff on

notice of my concern there and that I will want to address it.

Mr. Lighthizer. Senator, we have that break down of
the three million people, if you want to go into that now.

The Chairman. I think if you prefer to wait until we
have the proposal we would hope to act on before us.

Mr. Lighthizer. The next savings provision is the
restriction of the payment of the lump sum death benefits.
Essentially, the Administration ﬁroﬁoses to eliminate the
$255 lump sum death benefit in the case where there is no
eligible spouse or entitled child to receive the funds, but
to pay it in cases where there is an eligible spouse or a
child is entif]ed.tO'the benefits. :

The Chairman. Is.thig a_modification_oftﬁhe-suggestion

made a couple -of yéqrs ago? ;
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bury these folks. = _ T

11

Mr. Lighthizer. It is my understanding, Mr. Chéirman,
that the Carter Administration had proposed to get rid of the
benefit altogether.

This'would just get rid of it in the cases where
there is really no one to pay it to.

Senator Matsunaga. What page are you on?

Mr. Lighthizer. Page 20. I am sorry.

The next, Social Security benefit cut or spending
reduction is the suggestion to tighten the recency of work
requirement for disability benefits. Basically, it would
provide that after QUne you must have, in order to get
disability insurance, you must have --

- Senator Long. If I could ask.

The Chairman. Yes. Senator Long.

Senator Long. Thank you, Mr. Chairman. It says here
in the last sentence of the Committee print;, if there were
no surviving spouse and the worker's children were all over
18 or over 21, if full-time students, no one wouid be
eligible to receive the LSDP.

That's the Jump sdm death benefit. R thought that
that lump sum death benefit was paid to put these people in

the ground to bury them, not as a benefit to a survivdr.

Can you enlighten me on that?_'ln other'ﬁd¥ds;{lin

thought what we were doing here'waégpaying_thé;hﬁdprtgké}ito
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Mr. Lighthizer. I think the Administration's position
is that it would come out ot the estate or it would be picked
up by some local agency for the burial expenses.

Senator Lon§ Why don't you let Bob Myers speak to
that. He is fam111ar with-it.

Mr. Lighthizer. Yes.

Mr. Myers. Senator Long, under présent 1aw, the lump
sum death benefit is paid to the Surviving spouse, regardless
of who pays the burial expense, even if there are none. But,
when there is a surviving spouse living with the deceased
worker, then it goes to whoever pays the purial expenses.

It really doesn't go directly to the undertaker.

Senator Long. It goes to whoever pays the burial
expense?

Mr. Myers. If there is not a surviving spouse. If
there is a surviving spouse, the spouse gets it regardiess of
who pays the burial expense.

Senator Long. Now, here is all-that I am thinking
about. Somebody ought td-pay to bury these people, put them
in the ground. What T want to know is, if we cut off the
benefit, who is going to pay to bury them. How do we get
them buried? .Are we just going to leave them there?

(Laughterl) ._' _l

Senator Long Nhat do we do w1th the bod1es?

Mr. M_yer‘“"~ Senator,_ I suppose 1t wou]d be Just ‘the

. s
SN L a TR TR T
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same as if somebody is not insured under the program. If the)

die their tz pays for it, their friends, or as 3 last

(]

resort, I suppose the munitipa]jty or country pays for it.
Senator- Bentsen. I understand nobody complains.

(Loughter.)

.Senator Long. Well, whether you say nobody complains,
I guess up until now they haven't been smelling those bodies.

(Laughter.)- |

Senator Long. What do we do when the bodies start to
smel11? I have been around places after Hurricane Audrey hit
in Louisiana and we hadla bunch of dead bodies around and
they smell something awful after a few days.

What do.we do when the bodies start to smell? That:is):
what 1 want to know. Woat if a city says they. have no
appropriated funds for that purpose, which stands to reason.
Up to now we are paying. So, Qe quit paying. Now, what I
wnat to know, when the bodies start stinkino to high heaven,

and they can stink. I have been around where the dead bodies
stink. What happens at that point? Somebody will complain
if only the neighbors.

What happens then? |

Mr. Myers Senator, 1 soppose what happens is, just

as in: the case of the death of anybody who 1is not e11g1b]e

for a lump sum payment 11ke somebody who 15 not covered

emp]oyment,
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Government would bury the person in the so-called Potter's
Field.

Senator Long. Well, my impression is that the local
government probably has the monéy to take care of the pecople,
their quota is dying right now; But when the Federal Govern-
ment gets out of this thing, I would think in almost all these
Governments, that they will be conftonted with an emergency

they don't have the funds for it.
Mr. Myers. Even now the the $255 may or may not pay fo

the funeral cost. This is a payment that is made and it is
up to the -- someone has to make up the difference now.

Senator Long. Well, I would feel & lot better about
this thing if someone could assure me that these folks will
be put in the ground in some decent capacity. You know, a
lot of people live in the haunting fear that when they die
their body will be just thrown ocut there for the crows to
eat or something of that sort. They think that would be very
demeaning. A lot of dear old peop]e are willing to pay money
to know they will have a decent burial.

When this cuts off I am just, I just raise the
question. It did not occur to me until, wel] this proceeds
under the theory that this thing is of benefit to surv1v1ng
spouse. 1 thought the benefit was to soc1ety, that someone

has to pay to bury these folks A }ot of dear o1d peop]e

woutld pay for a bur1a1 p011cy, a Tife 1nsurance p011cy Take
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money that they need for food and be sure that they are
buried.

Is that right or now?

Mr. Myers. Yes. I think you are correct, Senator,
The people are very much concefned about this. But, even now
the $255 Tump sum death payment under the Social Security
System is sométhing that doesn't do the entire job by any
means and many people don't have that.

For instance, the widow of an insured worker, there is
no tump sum death .payment. in her case. So, people like that
have met this particular need in other ways without the lump

sum death benefit.

Senator Long. Well, I would feel a lot better about it
if somebody could tell me that there is some arrangement to
see to it that these people would be buried. .I am not talking
about an expensive casket. I am talking about somebody that
would dig a hole and put them in the ground. I don't see it
here.

Senator Heinz. Mr. Chairman.

The Chairman. Senator Heinz.

Senator 'Heinz. We have - a lot of difficult choices in
this mark-up. Some of the things that the Administration has
proposed cutting'inciude some preventive health éare‘question~.

It seems to me that if we want to achieve apprOpr1ate

budgetary sav1ngs,_1f we Just argue with everyth1ng, we are

. [N ""' :'-‘
3 __.,' . N .- —mv .o AT
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not going to get any place.

It seems to me, too, that if I had to choose between

preventive health care, neumonococal vaccine, for example, for

senior citizens, so they don't die, I would rather see that ir
here as an exception to the President's Budget then nit pickir
frankly, the burial.allowance question.

I would rather keep people alive, then worry about then
after they are dead. ‘

Senator Long. I-don't find the matter nit picking.

It seems to me as far as some dear old person is concerned
they don't have apny certainty at all they are going to die of
vaccine, but they sure have a certainty that they are going tg
die.

{Laughter.)

The Chairman. I think we have some hard choices to
make. As we looked at all of these in an effort to modify
the impact, and this is one we could not find a way to make
it any easier to go.

I1f somebody has an idea that we might discuss, we have
modified the original proposal, the Carter proposal. We are
going to have some tougher ones coming up, I believe.

Senator Chafee. Mr. Chairman.

Senator Heinz. Yes.

The Chairman. Senator Chafee.

h Li
* e
S B

Senator Chafee. In.our original -- we wérg qjﬁqyssing

- P e S A
L M . P - P
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this amongst some of us a couple of days ago. I received the
impression that the payment would go to a surviving spouse or
to children. But, as I read description here on page 20, it

would only go to children if the children were under 18 or

over -- over 18 or over 21, if full-time students.

Is that accurate, Bob?

Mr. Lighthizer.'Yes, sir.

Senator Chafee. "So, therefore, if the recipient died
and had c¢hildren over 21, there -- and no spouse.

Mr. Lighthizer. That's correct.

Senator Chafee. Then no death benefits?

Mr. Lighthizer. That's correct.

Senator Chafee. Thank you.

The Chairman. Continue.

Senator Chafee. Thank you.

Mr. Lighthizer. The fourth item in social security is
described on page 20. That is thé proposal to tighten the

recency of work test for disability benefits.

Basically, in addition to the current tests, the
Administration proposes that those who come on the rolls
after June, 1981, must also have worked. in covered employment

during six of the ‘thirteen quarters immediately preceding the

onset of disability.. R
- The next-item in social security is what hﬁfg been or
what.waé%ﬂé%cfjbed”ét'one time as the Megacép_prdﬁbsa],;}

.y B Fae - - = . L X e e g T .‘,,.:: ST
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18

Basically, it expands the offset for disability
benefits in the Workemen's Compensation Offset in three ways.

In.addftion to Workemen's Compensation, any other
payments that you get from.a state, Federal or local Govern-
ment-other;than‘Veteran's'Admihistfation disabiiity benefits
or any needs based benefits would be offset fromAbI.

Two, the offset would apply to workerg.aged 62 through
64. Right now it is just limited to tﬁose under 62.

Three, the offset would take effect sooner in that in
the month that you begin to get:.the extra money you have the
offset rather than the month you notify SSA that you have the

offsetting revenue.

The.next item is, and I am on page 23, is a proposal
to discontinue Socia]qSecurfty Trust Fund Financing of
vocational and rehabilitation services. ‘This is just a
simple elimination of that provision. .

The Administration’'s position is that to the extent
the rehabilitation and vocational services are a good idea,
they will be paid for out of the social services block grant.

The next proposal is to round at each stage, to the

nearest multiple of ten cents all social security benefits.

The final social security proposal is onrpage 24 That

basically provides the Soc1a? Security Adm1n1strat1on the .

request certa1n earn1ng data from thEm, ‘the fu}l cost of;jw

.
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providing that information.

Senator Bradley. Mr. Chairman.

The Chairman. ‘Senator Bradley.

Senator Bradley. Could I ask the staff a question on
this rounded benefit amounts tb nearest multiple of ten cents

Why does it jump so much between '82 -and '837?

Mr. Myers. Senator, the'reason‘for that is that the
major part of the . benefit recomputations-are made for each
June; in other words, for the check that goes out the
beginning of July. So that the real effect of this would be
the che;ks would go out in quly'of 1982, and there would just
then be three months left in the fiscal year.

| Senator Bradley. So you are saying that is roughly
one gquarter of the fiscal year?

Mr. Myers. Yes.

Senator Bradley. So that would round out to roughly
32. So, between '82 and '83, if we did the whole year, we
would go 32, 38, which is about a-$6 million increase. Why
in the next year does it jump up $24 million? |

Mr. Myers. This is also something that accumu]qtes
because when, for instancé, the one individual, when you have

rounded the benefit, instead of rounding it, in essence you

round .it, 1nstead of round1ng it up, you run 1t to: the nearesi

figure which is. roughly a five cent reduct1on. Then, the nex

t1me you do 1t, lnstead of aga1n round1ng up, you round it to

*
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the nearest one. So, it is something that accumulates from
year-to-year.

Senator Bradley. I see. That would mean that '84 and
'85, it should be even :bigger than from '82 to '83, but it is
not, If it is cumu]étive, shouldn't it be bigger as you go
along?

Mr. Myers. Yes. That-is why, when you_iook-at the
differences between '83 and '84, it is $24 million. Then the|
next year it is $28 million. So, it does grédual]y get
larger both as it accumulates and is also as there are more
people on the rolls.

Senator Bradley. Wait a minute. It is $28 million?

Mr. Myers. No, I am sorry.

Senator Bradley. .See, if it is cumulative, there is
a certain problem with the numbers there. |

Mr. Myers. Well, Senator, I think you have a very
good point there. The difference should gradually become
larger and larger. I really can't explain why it went from
$2ﬁ million.

Senator Bradley. Who made the projections?

Mr. Myers. 1 believe OMB;

The assumption is the increase for 1982 will be 9.3
percént.}ﬂqu 1983, it will be 6.6»peréent.j;ForinBQPIS.B

percent. = .-

enn

Senator Bradley:. So, by '84, inflatioﬁ;wiilxﬁé'ije

-
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percent.

Mr. Myers. Yes. That would be the underlying
assumption.
Senator Bradley. If it is more than that, then tﬁis

program will cost more?

Mr. Myers. The entire program will, but this particular

element I think shouldn't, because this is just a rounding
matter of what you do after you have given the._percentage
increase in the benefit.

Senator Bradley. Very well.

Senator Long. Let me just suggest I would a lot rathe
vote for a big item that is going to save us some money, than
vote for a whole bunch of these 1ittle penny pinching items.
This is really a penny pincher.

The ol1d grandfather figures this out and he figures
he is entitled to $23.26. You say, no, you.do not get $23.26
you get $23.20. It is obvious to me it is six cents. That
is the way it works out. He shows up with his mathematics
and you say, "Yes, I know. But you haven'f read the fine

print down here that says all the pennies go to Uncle Sam."

How many things like that do we put in here before it

Mr. Ligﬁthizer Senator, this is just what what 15
nearest. Under current law, everyth1ng is rounded up._ They

are JUSt prop051ng you would round the way that peop]e were

- A'..;-h .-
el . K A E=ORY .‘_ RPN :‘.‘ A
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taught in school, that if it is five or below, you round
down, and .if it is six or above, you round up.

Under the current law, we have built in this system
where we always .round to the highest dime. The proposal is
to round to the nearest dime.

Senator Long. Well, that does not sound so bad.

Uncle Sam has been a generous guy. We have plenty of money.

Round it up to four cents. You would get four more pennies.
0f course, that might be important.

Actually, all we are going to do is get.a 11tt1e'bit
more .precise with the bookkeeping?

Mr. Lighthizer. Yes, sir.

Senator Long. That sounds better.

Mr.Lighthizer. The next provision is on the Mediﬁare
and begins on page 7 of the Blue Book. The first provision
that the President proposes is to eliminate the eight and a
half percent routine nursing.sa1ary cost differential.

The Chairman. That is not controversial, I don't

think.
(Laughter.)
Senator Bradley. What page is that?
Mr. Lighthiier. Page 7, Senator.
Senator Bradley. ' Thank you.

Senatob'Matsuhaga; Mr. Chairman, I-am_feaffyj_that
this would-méan‘that wfth f

.......

out that‘gight_anﬁ‘q{h#it’ﬁgrcent
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differential, the eldest citizens, the ones who are really
in need of that-additional care, will not get the additional
care. I think the whole basis for the budget was-that the
needy will not suffer.

Here is a case where I.think perhaps the elder
citizen, patient, will in fact suffer, because they will
not get that extra care which they do require. That is what

I am fearful of.

The Chairman. I think once we go through all these
thatjthe other areas, there may be even more anguish about

the cuts.

Mr. Lighthizer. The next one, Senator, the eliminatig
of the end stage --

The Chairman. That is a small item, but, and of cours
there will be opportunities to amend the proposal which we
hope to have.ready by tomorrow, as long as .it.is accompanied
by something of equal or greater spending reduction.

Senator Long. Where are we now?

Mr. Lighthizer. ‘We-are at the bottom of page 7,
Senator. Number two, elimination of the end stage renal
disease networks.

Basica]]y; the Administration just proposes elimin-
ating the funding for these networks. | ;;

TheuChairman. You note that to be mod1f1ed?

Mr. Lighth1zer. Yes, s1r o IR

.
T -q_:‘._ ._r.,.._

- : TR A
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There is also a modification on the next item whibh

is the repeal .of some of those provisions that was passed in
reconciliation, last year. There are modifications in there,
also.

Mr. Chairman, would -—

The,Chafrman. How many? There are é number of
those, aren't there? A number of --

Mr. Lighthizer. Two or three, yes sir.

The Chairman. Two or three are modified? The number
in the package?

Mr. Lighthizer. There are eight in the package.

The Chairman. Right.

Mr. Lighthizer.‘ They are on pages 8 and 9 of the
Blue Book.

Senator Matsunaga. - Mr. Chairman, is that the
Administration’s proposal to eliminate out_patieht rehab-
ilitation facilities, item two, on page 87

Is that where we are on now?

Mr. Lighthizer. Yes, sir. We are dealing with the
third provision under Medicare in the President's package.
That is described on pages 8 and 9. There are listed there
eight different provisions which were added last year in the
reconciliation bill, all of which the Administration would

repeal.

Number two, the free standing oﬁt batien;;

e e ;
3 AL . - PR . pown TN L

Freelance Reporting Company . :
1629 K Street, N.W. LRI e T
Washington, D.C. 20006 -

{703) 378-5192



()

10
11
12
13

14

15

16
17
18
19
20
21
22
23

24

25

rehabilitation facilities is one of those that they would
repeal.

Senator Matsunago. I think this proposal, T wish the
Admiﬁistfation,ﬁrbposalﬁi=-Spokesman could tell me how they
are going.to-séve the EStimatéd amo;nt shown there by $13,
$15, and $17.million in ‘81, '82, '83 and '84 respectively,
because as I .understand it, the statute is currenf1y on'the
books and does not aqthorize any new Medicare benefits than
the Medicare benefits that will continue, and if not in thesd
free standing out patient or clinics, they are entitled to
receive ‘in:the:hospitals anyhow.

I will bring this matter up later, Mr. Chairman. I
think we need -to give a little more thougﬁt to these things.
The proposed savings may not be actually there.

The Chairman. We have modified, I think, as I recall,

three of the eight. They will be properly identified. There

may be reason to do another. I think if you have any, 1
think the bottom line is that we can't modify everything.
‘Senator Matsunaga. Well, I will bring this matter up.-
The Chairman. Yes. That is not one that was modified.
Mr. Lighthizer. No, sir}
The Chairman. Three were not modified1
Shiela..... - |

‘Ms.‘Bakér; Senator, it was suggested ‘that- we not

Lo
Tt e ’. a TR e e LR

repeaI the prov151on with respect to home health v1szts,'and
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that is to retain what we -have included in the provision .
last year, which was to remove the 100 visit limit, under
Part A and Part B, of Medicare."

The second provision it was siuggested that we retain
in current law. is the dental éguity pnovision which is to
allow reimbursement to dentists for services that are re-
imbursed if provided by physicians.

The third provision is the increase from 100 to 500,
the annu§1 1iﬁit on partly reimbursement for physi§a1
therapists.

Those three provisions have been recommended as not
being répealed.

Mr. Lighthizer. The fourth item under Medicare is
to repeal the temporary delay in the periodic interim
payments. This was a provision was put in the reconciliation
bill last year which basically pushed certain payments into
the next fiscal year.

What the Administration has proposed is to just undo
that, to go back to the normal periodic interim payment.

provision.

The fifth provision, the fifth proposal of the
Administration is to delete separate contract1ng requ1rements

and authorize HICVA Medicare contractors to procesisa11road

Retirement Board C1a1ms.:
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power to impose civil money penaities in cases where
contractors are found to owe the Government substantial
amounts of money for periods of time. Many of the other
agencies in the Government have a.provision whereby they
penalize people for the use of'that money during the period.
This would give the same authority to the Secretary of HHS.

The seventh provision would eliminate PSRO's.

The eighth proposal would eliminate utilization of
review requirements.

The ninth provision -- I might say that there is a
modification proposed for number 5, which is the Medicare
contractors, for number 7, which is PSRO's, and for number
8, which is eltmination of utilization review requirements.

The ninth proposal is to provide for less frequent
surveys of skilled nufsing facilities.

The tenth provision would provide that.the. Adminis-
tration proposals would provide for competitive contra;ts
with Medicare intermediaries and carriers. That is another
one that there is a proposed modification of, Mr. Chairman.

The next group of savings proposals recommended by
the Administration involve Medicaid, and the first one is
the Federal cap-on Medicaid expenditures.

Do you want to take the next one5' -

Ms Burke. Senator, as suggested by the Adm1n15trat1o

there would be a reduct1on in 1981, of $100 m11110n 1n the

R N Iy ‘_"___ ;
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Federal match to all states.

In the second year they suggest holding increase to
five percent. In the out years allowing an increase that is
related .to the. GNP deflater. So, that in the-second year
only which you use the five percent cap, and. then in the
out years, it would be retated to what is the actual GNP
deflater.

The estimates by CBO .and by the Budget Committee of
the GNP deflater in 1983, is 7.3. 1In 1984 it is 6.2. 1In
1985, it is 5.5.

There is a suggested alteration to that cap which

will be included in your package which is-a nine percent

rather than ten percent, and not affecting 1981 expenditures.

The Chairman. 1 think'for the benefit of those --
I think this is one there is widespread interest in, there
will be a proposed modification of the so-callied Medicaid
cap. It will be loosened conﬁiderab]y and there will be_
some other savings to offset the loss that would have made.

We will have that for you tomorrow morning.

Mr. Lighthizer. Take the next one.

Ms. Burke. The second provision included in the
Medicaid package of the Adminisfration is to allow an
accelerated col]ect1on of unapproved state Med1ca1d expen-

ditures. Th1s is- bas1ca11y an alteration of a prov1s1on

which was 1nc1uded last year 1n the Reconc111at1on‘Act'il

-
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proposed by the President are under'Unemp]oymgnt Cqmpeﬁsatior.

29

_Under that proposal, we would have allowed the states
to hold the money through the appeals process, and then if
they lost the appeal, to return to the Federal Government,
the money, plus interest.

This provision suggests that the Federal Government
would retain all funds until éfter the appeals process,
and then, if the state has won the appeal, the money, plus
interest, would go to the state.

Sb, it is basically to allow the Feds to retain the
dollars.

The third provision in the health area is with
respect to Title 5, and that is one of the Administration's
block grant proposals. They have suggested that we repeal
Title 5 as it currently exists in the Social Security Act,
that is, the program that deals with the Maternal and Child
Health Services, and to incfude it in a broader health block
grant.

There will be a suggested modification based on the

and Child Health as a separate block grant included in the
package.

They have.suggested a 25 percent reduction of current
spending. .

Mr. Lighthizer. The next group of savings items
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They begin in the Blue Book, on.page 25.

The Chairman. Will you get the microphones up .a
1ittle closer? I .think there are some in the audience who
have an interest. I am not certain that they can hear.

Mr. Lighthizer. Yes, Mr. Chairman.

The first recommendation of the President is to
repeal the National Extended Benefits Trigger. This was a
provision that passed the Finance Committee in the last
Congress.

Mr. DeArment. The second provfsion would modify the
definition for what constitutes the insured unemployment
population by excluding recipients or claimants of extended

benefits when you are calculating the rate of unemployment

for trigger purposes.

This is also something that the Finance Committee has

previous approved.

' The current-state trigger, this is item number 3, on
page 26, is an insured unemployment rate of 4 percent is the
mandatory trigger, and 5 percent is the optional trigger.

fhe Administration has proposed . changing those to
five and sik respectively.

Mr. DeArment. The fourth item would require that
extended benefit claimants have worked at least 20 weeks ‘in

a one-year bése:period.to be eligible for extended Beﬁéfits.

The:qd;ion is there that if you are having ép. G
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~work as defined.

31

unemployment. program, the extended benefit program that is

paying benefits after longer than 26 weeks, the benefits
would start after the 26th week, that the claimants ought to

have some substantial attachment to the work force, at least
20 weeks in the prior year..

Number five would redefine suitable employment after

13 weeks of regular state benefits, would extend the proposall

that we-enacted last year for the extended benefits program
to the states after 13 weeks of beﬁefits.

The sixth item which iskon page 29 would eliminate
benefits for those who v01untarijy quit military service.
The notion. is there in the all volunteer military service
that those who choose to not reenlist ought not be eligible
for essentially voluntarily quitting the Army, ought not be
benefits under the UCX program.

The Chairman. You make reference to the one which
imposed the Federal Standard?

Mr. DeArment. That is item 5, where we would tell
the states with reSpect.to-théir‘regu1ar program after 13
weeks of unemployment, that the individuals, you would have

to set up a requirement that the individuals accept suitable

The Chairman. That will be modified in ihe;—-'
Mr. DeArmentJ-Théf‘is correct. ‘ |

The Chairman. Sb'we are not jmposiﬂglFedérai.i_
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standards.

Mr. DeArment. That is correct, Senator.

Senator Chafee. Mr. Chairman.

The Chairman. Senator Chafee.

Senator.Chafee. I would just like to ask about the
savings here. Let us look .on page 25, dealing with the
Nétionalktrigger. It says that the elimination of the
National triggerawoujd save $297 million, in '81.

Now some of that is the Federal share of the extended
benefits, but some would be .the states share, they each
going half and half for the extended benefits.

Mr. Lighthizer. That's correct.

Senator Chafee. You count in this the state's share?

Mr. DeArment. I believe we do. I think that the
rationale is that all state funds are counted as part of the
unified budget.

Mr. DeArment. That is perhaps something of a

distortion, but that is the way we score the unified budget.

Senator Chafee. .In a way it is, you might make, not
in this particular program, but say in some particular
program that pertains, well, half of this is purely to the
state. '

iIf, on f1gur1ng our pluses and minuses and work1ng
out this, we are -dealing with some state funds that are

truly restrlcted on use and other purposes
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Well, this is an example. Let us-say half of that
$300 million is state. That is $150 million that in theory
we have saved. - But that is restricted to the state funds, so
that if thus,.we go on aﬁd spen& $150 million in preventive
health brogram;~from the genefa].Treasury, that is money that
is put in there directly by the taxpayer. |

So the savings in the restricted funds isn't made up
by these expenditures from the general fund. .

Mr. DeArment. That is correct, but if you look at
the borrowing rate, some of these state funds aren't exactly
flush. In other words, they need that money in terms of
state trust funds. So that these .funds would redown to the
benefit. of the states' account.

Senator Chafee. I guess the point that I am mak%ng,
under this unified budget, we are counting certain funds
that really are not available for the general purposes of
the Nation.

Mr. DeArment. That is correct.

Senator Chafee. Thank you.

Mr. Lighthizer. The néxt group of savings, Mr.
Chairman.are under AFDC and they begin on page 30 of the
Blue Book.

Ms. Olson will go through them br1ef1y | m#ﬁi“'

Ms. Dison. The first proposal would change the “

income d1sregard formu]a on the present formula, to a flat

s e
b u,u_;-...-
LRI
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rate for your work disregard of $75; $50 per month for child
day care, and then, finally, $30 and one-third disregarded
from your remaining income.

The Chairman. Will that provision be modified?

Mr. Lighthizer. Yes, sir.

Senator -Long.  What page are you looking at?

‘Ms. Olson. :Page 31, Senator.

That proposal would be modified, as 1 understand it,
to increase the child care disallowance to $160 per month,
per child.

Senater Mitchell. Mr. Chairman, 1 would like to ask.
a question about. that proposal.

The Chairman. Yes.

Senator Mitchell. Will the effectiveness be to
reduce what incentive someone may have who is now receiving
AFDC assistance to work?

The Chairman. Yes.

Senator Mitchell. If the income disregard was intended
to create an incentive by reducing the income disregard, ie
not the inevitable effect to reduce that incentive?

Ms. McMahon. The history.of the earnings disregard
is that in fact it has not worked as an.incentive There are

not more’ people go1ng to work -because of the.. 1ncent1ve. 'The

h15tory, s1nce.{t went 1nto effect is that work effort has

gone down Consequent1y, the Adm1n1strat1on fee]s th.tdwe
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should tighten up on that. We should give the disregard.
We should tighten upon it and give it for a shorter period
of time, as a start.up cost for individuals to go to work.
But, beyond that, this is not a supplemehtfto work.
It is a safety net progrém, Se, we don't want to perpetuate
people on welfare who have higher level earnings.

.Senator Mitchell. .Well, what .is the basis for your
stafement that the history shows that it has not worked?

MS. McMahon. If you look at the number of people
working and the work effort since the work disregard went
into effect, it will show that the work effort has gone down.

Senator Mitchell. From that you draw the conclusion
that that is attributab]e to the income disregard?

Ms. McMahon. Well, it isn't necessarily attributable
to the income disregarid, but the fact is the income disregard
didn't do what we expected; that is, give people an inﬁentive
to increase their work effort.

Senator Mitchell. Could that be because the income
disregard is insufficient to achieve the objective? |

Could one l1ook at the same facts and draw:an opposite
conclusion? |

Ms. McMahon. Well, I guess you can make statistics
say anything you want. .But,.we believe in fact'thgf-the
case is the incomé.disragard has not done:what-dé:;xpéttEd'

and it-shou]d‘bé.tﬁghtened up.

- L
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Senator Grassley. It is also .a matter of fairness.
You .can have a person who was receiving ADC and then go to
work and being on the job, besides somebody who was never
receiving AFDC, and that person who was receiying-AFDC has
certain deducts that the other person does not have. So,
their tota] income can be more, and yet, they are doing the
very ‘same job.

So, it is a matter of fairness to the person who is
working. |

Ms. McMahon. That is right.

Senator Mikche]]. Well, let me ask you, is there any
proposal you are familiar wiﬁh that seeks to achijeve the
objective that the incohe disregard sought to achieve;_that
is, give someone an incentive to get off AFDC, something I
assume everyone supports, get peoplie off welfare into
productive jobs.

Ms. McMahon. Yes, sir. I believe the Congress passed

Tast yeaf a provision that will tighten up on the sanctions

under the work requirement in the AFDC program.

This Administration, in connection with that also has
a8 community wofk experience program that we are proposing.
We think the two thinQS'together will inrfact~fequire people

to work, which we th1nk 1s the way to go w1th th1s k1nd of a

safety net program._

;.

Ms. 01$on. The second proposal wou]d 11m1t the'$30 and
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a third disregard to four consecutive months after which time
the disregard would be e]iminated. The:person -would retain
their child care disregard and the work expense disregard.

The third proposal T1imits the amount of allowable
resources .an AFDC recipient may have to $1,000 in equity
value per family, excluding the. home and one automobile. The
value of the eutomobileewou1d be limited by requlations issued
by, the Secretary. |

‘The fourth proposal permits states to offset from
their benefit, the amount of food stamps of housing subsidies
an AFDC family may receive.

The fifth proposal would establish a gross income
ceiling of 150 percent of the state's needs standards for
e]igibi]ify. .when_a family's"gross income reached that,
they would go off the rolls.

Proposal six requires that large payments which are
received by a family, anﬂlthis is on page 33, would be counted
towards their income and if it exceeds the standard, they
would go off the rolls for the amount of time that that lump
sum could be e]lecated'toward thedir income eachlmohth.

Number seven pertains to the treatment of the eerned
income tax credit.

The Adm1n1strat1on would assume that everyone e]igzble

for. the earned 1ncome tax credit would rece1v'”;t each‘month

-... f R e L. Wefalii I e
P N ; Rt Ty P R

-
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" welfare recipient file which would be a collection of

~minutes. -

Proposal number 8 would require the states. to count
the income of step parents or other individuals in the home
if they are not re]ated'or.a oona fide tenant, towards the
eligibility or benefits for the AFDC family:

The:Chairman. That will be -- there is a modification|
in that area, too. |

Ms. Olson. Right. .There will be.a modification in
that area.

Number 9 is a proposal to establish a national

information available from the Social Security Administnation
Railroad Retirement Board and other Federal Government
agencies.

The Chairman. That will be modified too. That will
be eliminated.

Senator Moynihan. Nicely said, Mr. phairmon.

(Laughter.)

Ms. Olson. Number 10.provides access to AFDC
information for state and local Governments or other United
States Government offices.

The Chairman. Now will that be mod1f1ed?

Ms. Olson. That will be modified.

Number 11 --

The'cﬁainman ' we have a vote in the last 51x'ﬁ“"‘
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I_have another Comm1ttee at 4 00 oTclock
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Senator Long would prefer to finish this iﬁ the morning.

So, we will stand in recess until 10:00 o’'clock in
the morning, at which time we will finish this, and hope-
fully, by that time, have the alternate proposal before us.
Then we can start in earnest 1ooking'at some of fhe
alternatives ‘which I think will satisfy some of the
objections raised, certéfn]y not all of thémf

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

(Whereupon, at 3:40 p.m., the Executive Session
recessed, to reconvene at 10:00.a.m., the next day, April

30, 1981, .at the same place).
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