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1-79 1MARKUP: SOCIAL SECURITY FINANCING AMENDM7ENTS

3 Thia~rsday, March 10, 1983~

5 United States Senate

6 ~~~~~~~~Committee on Finance

7' Washington, D.C.

8 The Committee met, pursuant to recess, at 10:02 a.m., in

94 9 Room SD-2153 Dirksen Senate Office Building, the Honorable

10 'Robert J. Dole (Chairman of the Committee) presiding.
z

~~ 11 Present: Senators Dole (presiding', Packwood, Roth, Chafee,

&12 HeInz . Durenbercger, Armstrong, Symms, Grassley, Long, Bentsen,z

13 Mat'sunaga, Moynihan, Baucus, Boren, Bradley, Mitchell,3 and Pryor.

14

215 The Chairman: I assume other members may be here

16 momentarily. If not, we can complete action fairly quickly.

17, was just wondering while we are waiting for other members, does

W 18j everybody have the mnaterial based on discussions yesterday

I 1 a-fternoon, all that new1 7materi~al- has been distributed to members

20 of the Commi t 'IP R

21 I Mr. Lighthizer: Yes, Mr. Chair-man. it was distributed

22 earl1y this morning.

able Cai~nn:T-' some of the areas where we reached -- were

24 b~eto wokotsm acco-modation amendments of certain

25 Sena-czcrs have been 1c I e d i-,n w ha tt we c a 1 the "pacicaget!
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1 I Mr.. Lighthizer: Yes, sir.

2 The Chairman: Mr. Myers, just so we have some indiJ.cation

3 in the record, there ha-s been some discussilon of self-empoe

4 and the way they may-, be treated in the event the legislation

~ 5 passes, it did in th-e House yesterday, to their treatment under

6 t'he revised change--s ½~ Social Security.

7 As I understand presently, they pay less and receive equal

8 b en efts .I would Just like you to clarify. that for the record

91 because we want everyone to understand that we are not trying

E- 10 to nu-ni -sh Pnim n h I-I j=~ - - n- ie f- r' -Y~1Vrn n 1~ +1,
z J - -_ _ - - J - W -. I~- Y0U ~ ti

~ 11 equitable and trying to preserve it at the same time.

&12 Could you comment on tL1hat?z

13 Mr. Myers: Yes, Mr. Chairman. I'd be glad to.

~~ 14 Under present -rule, the self-employed pay only three

215 Quarters of what the employer and employee do for the same amount

16 of earning-s and for thie cash benefits part of the program, and

17 i for the hospital ilnsura~nce part of the program, they only pay

18 h al Iof w hat the emp Loyer and employ-ee- pay.

19 iNo w t-h e re isre alyno l ogi c i n that. Y-o u c an t say why

20 this is so, and in theory, I think from an actuarial standpoint,

21 the fund should get :the same amount of money for each $1,000 of

22 earningzs, whether it: comes from an employee or a self-employed

23 : person, but from thle ve-ry beginning when 'the self-employed were

24 Jp ut i Ln the sy st e m -y he 1-950 Act , they nai d a lower rate,

25 ±ar-e<; 7o ecause o' Th-e be-lief of some oeonie that the combined

i
I;J IJ I
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em-ployer/emuloyee rate would be too heavy a -financial- burden.

T think it was a mistake from the start. it was really sort

of a compromise between those who t'hought the self-emniloved shoul;

pay the same as the.employer/emnployee combined and others w.,ho

felt this would be too heavy a tax burden.

I think the recommendations of the National Commission in

this respect were the right thing to do from a financing and

an actuarial standpoint, although at the same time, it should

be said that they should get some re''lief from part of thle taxes,

just-- as the employe-r does, on employer's income tax.

The employees, o-f course, as you know, pay the 0-oc1ial

Security tax out of really after tUax income.

The Chairman: All right. There may be other questions on

that when other members arrive. As I recalled our discussions

and Commission deliberat ions, that w,%as pointed up time and again.

it is not that we are trying to treat anyone unfairly. We

are trying to make certain that somebody who may have had some

advantage is maybe -now disadvantag-ed.

Mr. Myers: Yes. I think it can -fairly be said this is not

treating the sefe -lyed unfairly but it is making up for what

r-eally was the sort of prejudicial treatment of them lfrom the

22 11s tar t .

23 The Chai--man,: The House passed th-1is, didn't they, B-ob,

24 l 1ast ni oht-

25 ! vr. M ye s : Ye-~S . they Ii .
*1I
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1 The Chairman: Are there any areas that the staff- -- that

2 we can save some time, anything that ought to be made a part of

3 th record, that we can p~roperly do before other members arrive?

4 Anyr- housekeeoling -matters? I don't know about the other members

5 cutG we would like to conclude this today.

6 No other matters in dispute that you are aware?

1. 7 Mr. Lig''hthiz-er: None that can be resolved with one member.

8 None that are in dispute with you, Mr. Chairman.

9 The Chairman: Are the Democrats caucusing?

E_ 10 Mr. Lighthizer: They are caucusing. I understand that.
z

u~~~ The Chairman: I would Just say for those who might have

& 2 an znterest, ,it- is our purpose to finish t~he markup today orz

~ 3 ton ri ght. Senator Baker is very hopeful that we would file

14 soething tae omorrow.yhn ta ugtt e aea ato

~ 5 Mr.Lihthzew e would like u to fillue tomorrowdyes

9 1 The Chairman: The bill weouldathe cmcupswnengnx

E_ 19 Mr. Lighthizer: Tuesdy ore Wednesday; yes unesantat

20 ~The Chairman:Crln I wo nderstsa ifo wesewh might agi hake

12 ceraintwerehavet as numbr ofmember heres now. Coruld youa sort

23 tcan i dht Senitoi takey isonet havefit. thdont finoud fitlyelf

24 smr.in tomorrow. a acvrset,"aeil frMru?

25 aedMar.chi9thiend tHas thisd lkin of ao sien tomrro laot

*16 l

17 TheChai ranLD he iS wul REO thNG ComPAY uoNhnC ex
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we can save some time, anything that ought to be made a part of

3 t'--- record, that we can z)roDerly do before other members arrive?

I1,ny housekeeo-Ing -matters? I don't know about the other members

5 but we would like to conclude this today.

6 No other matters in dispute that you are aware?

Mr. L--''-hthi--er: None that can be resolved with one member.

8 None that are in dispute with you, Mr. Chairman.

9 The Chairman: Are the Democrats caucusing?

E_ 10 Mr. Lighthizer: They are caucusing. I understand that.U
z

The Chairman: I would Just say for those who might have

12 an -Interests, it- is our Durpose to finish t1he markup today orz
x

13 t ci Ight Senator Baker is very hopeful that we would file

we can save some time, anything that ought to be made a part of

3 t'--- record, that we can iroDerly do before other members arrive?

Illn,-- housekeeo-Ing -matters? I don't know about the other members

5 but we would like to conclude this today.

6 No other matters in dispute that you are aware?

Mr. L--''-hthi--er: None that can be resolved with one member.

8 None that are in dispute with you, Mr. Chairman.

9 The Chairman: Are the Democrats caucusing?

E_ 10 Mr. Lighthizer: They are caucusing. I understand that.U
z

The Chairman: I would Just say for those who might have

12 ar interest it- is our Durpose to finish -he markup today orz

13 t ci Ight Senator Baker is very hopeful that we would file

14 something tomorrow.

15 Mr. Li-hthizer: He would like us to file tomorrow 3yes

16 s il r.

17 The Chai rman: The bill- would then come uo when next
3

18 Tuesday?

19 Mr. Lighthizer: '-Tuesday or Wednesday; yes, sir.

20 The Chairman: Carolyn, i wonde-r if we might again make

21 cer-..a--!Ln we h-ave a nizmbe_- of members here now. Could vou sort

22 of hold up the package t-nat we will be looking at so everybody

23ican Iden'tify it, f 77 don'- have it. I don't find it myself.
24 -- U "Materials for Markuu"

DeArmen�: 
'qas a cover shee�

25 cc-ed -'French Oth and _nas -his kind of a second page layout.
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1 ~The Chairman: Let me say to the members, it is our hope

2that we can complete action today or tonight on the markup. We

3 Iwil probably be interrupted a number of times with votes on I

'Ithe Senate Floor.

Senator Baker would like very much to be in a positiJon t

bring: this -- call this up next Tuesday, not late-r than

Wednesday on the Senate Floor, and hopefully dispose of17 it by

the weekend, next weekend or early the following week so it can

be -- we can go to Conference and have it on the President's desk'

assuming it is passed in the Senate before the Easter recess ofL-

March-- 26th.

What we did yesterday was to go through for about three

hours just a general package along with a number of amendments

that different members had raised, aliens, for example, that

Senator Mitchell and Senator Grassley and others have an

inter-est in.

What is now bef-~ore ids is a package where we believe that

some of those amendments that have been worked out to the

satisfaction of the m--embers involved have been included.

it would be my -hope that we might have some expression as

to how we wish t-o proceed. would like to hae oe inti~nn

22 and we certainly are not going to deny anyone the right to offer

23 amendments, but there~ is some general agreement on the package

24 itself which pret-ty much parallels the Commission's

25 re commend ations.
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March 26th.

What we did yesterday was to go through for about three

hours just a general package along with a number of amendments

that different members had raised, aliens, for example, t-hat

Senator Mitchell and Senator Grassley and others have an

inte--est in.

What is now be_-�'ore ids is a package where we believe that

some of those amendments that have been worked out to the

satisfaction of the ---aembers involved have been included.

it would be my -hope that we might have some expression as

Tto how we wish +-o Droceed would like to have some 4ndication

and we certainly are not going to deny anyone the right to offer I

amendments, but there is some general agreement on the package

itself which oret-ty much parallels the Commission's

recommendations.
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There will be other amendments, amendments on the long term

with reference to age or taxes. I know Senator Armstrong has

a number of amnendments. Senator Grassley has amendments. Senator

ALDERSON REPORTING COMPANY. INC.
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1 work-ing on it Uloyd. and hope to have something here by noon.

2 Can you have it that quickly? I know Senator Bentsen must leave.

3 1 eao Bnsn:Ys. have to leave shortly after- noon.

4 to catch a plane.

Senator Durenberger: Mr. Chairman, before you leave your-

list, will have one amendment unless something, can be worked

out. It doesn't look like it will be worked out, to eliminate

the Drovision relative to Section 125 that applies to certain

kinds of cafeteria plans, the one that has the cash option.

I think there -is a -fair amount of support already on the

Committee for the amendment but we haven't been able to resolve

it at a staff level. You are 7oing to have t11o reserve some 'time

on your list.

The Chairman: I assumed there would be a number of

amendments. I think if we can reach some agreement on the

general concept, and i know there have been discussions about

the Federal employees, and if in fact we are going to de-fer

the Federal employees, then we might as well just adjourn the

meeting, because then we have violated the spirit of' the

compromise and we ought to defer everything else until that is

worked out.

We have a le tter this morning f'r'm Ted S r-ITnIZn~

23 Senator M4athias. I think -J. might be well if we could have that

24 i letter r-ead, although It, has been made available to every memberI

25 t1 r-'nk it does of-fer, some of the assurances that Fedleral

'I ~~~ALDEIRSON REPORTING COMPANY, INC.
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1 ~~~~~~~~~~~~~~~~~~~~~~~8

1 employees deserve and that some of the members were concerned

2 about.

Do you have a copyr t~here?

4 Mr. DeArment: Yes.

5 The Chairman: Why don't you quickly read, not particularly

~ 6 Ithe cover letter, but t~he letter addressed to Senator Bake-r by

V 71 Senator Stevens.

8 Mr. DeArment: The letter reads "The 1'lational Commission

r_ 9 on Social Security R-eform recommended covering new Federal

Et 1O0 employees under t-he Social Security System. We oppose that

, 11 recommendation. However, coverage of new Federal employees does

IInot oresent insurmoutable problems vis-a-vis the Civil Service

13 Re t irement System..I should not affect any current Federal

14 employee or retireet s expected benefit, it does, though,

2 15 present three related issues.

16 1) Without a chan-ce in law, Federal employees, hired

1 17 after December 31, 198-3, will be required to pay approximately

1 18 14 percent of pay toward Social Security and Civil Service

1 1 retirement,.

20 2) The Civil Service Retirement Trust Fund could

I eventua' experience serious financing problems if new Federal

22mployees no longer pDar,_ticiJpate in the Civill Service Retirement

23 System.

24 s 3) A suDle.-ental cension needs to be developed for new

25 Federp! em1 oyees 1hi~hl w'- ill integrate the Federal pension with

ALCERSON REPORTING COMPANY. INC.
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I1 I the Social Security System.

Therefore, we plan to offer an amendment to the Social

Security Bill on the F'loor which will poermit- Federal employees

hired after December 31, 1983, to opt out of the Civil Service

Retirement System. New Federal employees will only be reauired

to pay the Social Security tax but also may further Particip-ate

in the Civil Service Retirement System if they choose.

In addition, we plan to introduce a resolution authorizing

a joint task -force- with the House to study the problems and

make recommendations regarding all the Federal retirement

programs. Specifically7 the task -force will be required to

recommend a new Federal retirement system which can be

integrated with the Social Security System. Federal employees

who joined the Government after December 31, 1983, but prior to

the enactment of the new oension would be grandfathered into the

new prog-ram. The recommendations will also be required to

address the need to shore up the solvency of the current

retirement system to protect all current Federal employees

and retirees without reducing their benefits. Adoption of these

two measures will provide us time to establish a good yet

affordable retireiment porogram for all federal employees.

We also want to take this opportunity to express our views

on other proposals affect-ing Federal employee benefits. We will

24 II oppose all1 proposals whbich have the effect of reducing Civil

25 j Service retir-e-ment benefits or increasinrg employee contributions

II
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for current employees and retirees except for a delay in the cost

of living adjustment which is comparable to the delay proposed

for the Social Security benefit until the task force makes

its recommendations. Finally, we will insist on an increase

inFederal civilian salaries if' a pay increase is authorized for

the mil~it-ary.

Federal employees have served this nation well. They are

for the most part a highly qualified and energetic group of

workers. We need them to ensure that our Government continues

to ouerate effectively and efficiently."

That is signed Senator Stevens and Senator Mathias.

Senator iBentsen: Mr. Chairman, could we have a copy of that'

letter? i haven't seen that letter.

The Chairman: Yes.

Senator Long: Apparently a copy must have been mailed to

me but i just don't have a copy. I notice that the cover letter-

wa Jaled to both the Chairman and myself.

Let me j4ust make this suggestion. Some of us talked

about, among, the Democrats this morning, our view that we ought

to just am:-end the bill to say the provisions relating to the

coverage of' new Federal employees would become effective either

on Januar- 1, l1984~, as provided, or the month following the

danze of enactm nt inolaw of legislation providing- a

suppzlement-al lretir-emnent ulan tuo renlace the existinz Civil

Service`?eti`remenr, Svstem.
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in other words, we are aware that the Federal employees have

contended that when they are voted under Social Security and

then seek tgo have a suDplemental1 plan, that the Admninstration

and the ?1resident might take the attitude that the President would

veto any such plan unless they are willing to settle for a much

lower level of benefits or retirement advantages then they ~have

now.

Now, if that is their concern, it seems to us that the

logical thing would be to say when we pass a supplemental plan,

that would trigger the proposal in this bill for covering

Federal employees.

Now testimony has been here that that should be a very

simple thing t~o do; it shouldn't take very long and such a plan

is something to be worked out promptly and passed promptly.

If- that is the case., it wofld seem to us that there would be

no problem in getting that into effect so it could meet the

January 1 deadline in the bill. Ot'herwise, it would seem to us

appropriate t.hatU the matter should be deferred until we can

tell these people what their- supplemental benefi-ts are going to

be.

I would hope that migcht be a compromise we would agree

upon to solve the problems T it doesn't solve the problem,

we will have to find something- else.

i would like to ask t`he Chairman., does that Dose any

ALDE-RSON REPORTING COMPANY. INC.I
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1 ~The Chairman: i hope Senator Moynihan will be here' but

2 I think yes, i think it would pose a very serious pri-oblem. Tt

~s a departure fr"-om the Commission's recommendations. I will

not quote the Spe-aker yesterday. I listed to Sneaker O'Neill1'

~~, talk about th-is very ise

~~ 6 ~ There were a lot of considerations before the Co-mmnission

~ 7 with reference t~o Feder-al employees . One was to bring- all the

C eea mlye Nt h ytm htws-eetdrte

9 quickly. For a whiie, we were carrying around in the so-called

10 Commission deliberations, bringing in all Federal employees with
z

11 five years of service or less because there was no vesting. It

I. 12 seemed to us and -the Commiss~ion generally that maybe that was I

1 3 a good thing to do and said, well, that's probably not right

-'o et's make it three years.14 s LL

2 is Finally, iJn an effort to satisfy the concerns of the

16 Federal employees and the Federal Employees Unions, we decided,

~.17 well, there Is no need tuo take on that burden, let's limit this

18 to new hires.

19 i guess the prnoblem is we got cer'tain things within our

20 jurisdictilon, the suzolemental plan is not; that is why we had

22j assurance to members of this Committee and the Federal employees

23 t~hat. we are coMc- to move quickly.

24 IAs &ln' 3 vns i Ini in t- er -- i -n n -

25 wic_ e an -'!e-nd-ent on t~he F16or. In addition, they plan

ALDERS-ON REPORTING COMPANY, INC.
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11 to introduce a resolution authorizing a joint task force to

2 study (the oroblems and make recommendations regarding -all Federal

3 retirement Programs.

4 AS 7 view i t, and I would like to hear Senator iMoynihan,

5 I think i we start -- maybe the Commission package shouldn't

6 be sacred but I have checked just quickly with th e White House

~~ 7 who was part of the negotiations and they feel this would be a

8 breach of that compromise. TIf we are going to breach it, we

9 might as well breach it right now and not do it later i~n the day.

0 10 Senator Long: Mr. Chairman, there are about 15 of-- us on
z
C 11 this Committee who did not serve on the Commission. Now, we

&12 admire those who did serve and we respect those who served andz

~ 13 we certainly are willing to consider the logic of what They said

14 but in the last analysis, when we go home to explain -to our

215 constituents what we did, it is not an adequate answer to say,

J16 look, we didn't think this was a good idea but the Commission

17 recommended it so we had to do- that.

18 Pe-oole expect us to do w.hat- is rig-ht no matter who

19 recommends something that Tie milght not agree with.

20 We thought that was what w,,e are here for. I think a

21 majority -- I am looking at one Senator who to my knowledge

22 served on the Commission and has a difference of opinion- with

'23 some of the things in the recommendations and i think he will
2ifprobab'lv do what he thinks i-'- triJ'-- under the circumstances,

251just lik!-e ..m sure all the resz o-f us will.

. . --- ~IC'.-. '-%I II~ N% .J[VI r-MIN T , IINLk.
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Now, i fully understand that those who are on the Commission"

mig2ht wgant to feel that they agreed and made a compromise and

,this is what they are going to have to do, but I don't, think the

oublic would understand that, us saying, well, look, we didn't

ufhink this war-s the -'ight way to do it, but the Commission

recommended t~hat and that's what we had t~o do.

I think we better try t-o do what we thih'nk-the public would

like to have us do, particularly those who send us to the Senate.i

Senator Armstrong: Would the Senator yield to me?

Senator Long: Yes.

Senator Armstrong: i want to express to the Senator 'from

Louisiana g-eneral agreement with the tone of his remarks. As

far as I am concerned, we are the legislative committee and that

takes nothing away in any sense from the recommendations of the

National Commissilon, some of which I agreed with and some of

which 7 did not, but i somebody has come up with the idea that

this Committee doesn't have the full legislative jurisdiction

or that we ought to steer clear of adopting some amendment

because it wasn't a cart- of the Commission package, then it

would aDrear, to me that what we ought to do is forward without

21 I recommren~d-azion the Co=..,i~ssion's package to the Floor of the

22 Senate.

23 ThP1ere S no sense in presenting a bunch of amendments

24 or g-c n g :nrough a m a rk-uc if in fact we are going- to determine

25 as a body -:wt to mar uppuo

ALOE="SOCN REPORTING COMPANY. INC.

1

2

3

4

'0 5

- 6

7

8

9

10

1 1

1 12

- 13

14

2 15

1 6

1 17

18~

20



15

1 I Now, I don't happen to agree with the Senator entirely on

2 the question that i immediately before us, that is, how we

3 oug-ht to take care of the Federal emoloyee.

4 Certainly on the main point, I do agree. i don't think that

the House Ways and Means Committee, for example, which iLs our

~ 6 icounterpart in the House, I don't think they had any such

7 principle that the Commission package couldn't- be subject to

8 amendment.

9 They changed the benefits in the unemployment compensation

10 prgramin a Ways and M~eans Committee amendment. That wasn't

11 the subject of the Commission's report. They approved a new

12 system for reimbursing doctors and hospitals. That wasn't in

13 the Commission's report.

14 They amended the taxation of benefits by providing higher

15 thresholds. That was certainly!--beyond the scope of the

16 Commission's resort.

17 They provided a new tax credit to offset the tax increases

18 imposed on the self'-empl oyed. The Commission didn't do that.

19 They provided a new fail safe general revenue borrowing

20 mechanism which they gave the benign designation "tax.-

21 normalization,"i and don't know who thought that one up but

22 I they ought to get.1 the Academy Award for nomenclature. That

23 certainly sure as thunder wasn't ever before the Commission

24 and approved _it" and on and on.

25 T don"t cr-iticize the Ways mnd Means Committee for doing

ALDERSON REPORTING COMPANY. INC.
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that. That is what they are supposed to do. They area

leg~islative committee. So is this one. While I don't

necessarily agree about how we ought to handle the Federal

emp ±oyee issue, as far as I am concerned, I am here to legislate

and T join the Senator from Louisiana in his expression.

Senator Long-: It may be that the suggestion that T am

making on behalf of several of us on this side might not be

the answer .It1 might not be. We are here to consider the

complaint-s of a lot of unhappy people along with the urg-ing

of people who are pleased about- the recommendations.

T would hope that we could work it out in such a fashion

tnat when tUhe bill leaves this Committee, it wouldn't be nearly

as many concerned citizens as there are at the moment. Maybe

we can work it- out and maybe we can't but I think we ought to

try.

The Chairman: I would just- suggest that there are several

key areas andTI know Senator Armstrong has a different view on

some. I t-hink he has some g-ood ideas but I don't think again

they are within the compromise and I think other Senators would

feel the same.

We have now a bill that has oassed the House that I think

la--ry well car.ies out the intent. The Commission obviously

had no legislative authority. We obviously have an opportunityI

t'o chan-e = 7t-½-i g we wish to chan.e in the Congress, and th r

have been some technnical changes made.
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1 T really believe if you look at the major portions of the

UommIsslon's recommendations, which is coverage of new Federal

employees and non-profit employees, delaying the cost of living

adjustment, which includes the SSI benefit increase, the COLA

stabilizer, the taxation of Social Security benefits and

interfund borrowing, the long range benefit formula tlax rate

changes, I think the primary parts of the Commission

recommendation remained intact after the House debate.

The only majo~r change was one that we knew would be

debated on the House Floor, and that was whether you should

increase t-axes in the long termi or raise the age. The age

prevailed by some 20 to 30 votes.

I would say that even though Claude Pepper disagreed to

that strongly, he did vote for the package, on the final

package, which indicates his support without a change that --

'even though a change was made.

If that is the will of the Committee, and T don't suggest

we can't change what the Commission wants to do, but if we want

to delay coverage for Federal employees until they are certain

that everything they are concerned about that is in some other

jurisdiction is taken care of, then we ought to have that vote

first, because there is an amendment on the Floor that I need

23 to be working on i-n any event.

24 I think we may as well vote on that. If we are going to

25 delay coverage for Federal employrees, I don't see any reaso~n
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to rush through the rest of it.

Senator Mitchell: Mr. Chairman, I wonder if this oronosal

in fact rises to the level of major substantive change in the

Commission's oacka~ze, with which you have initially

characterized it. T speak only for myself.

I think you and members of the Commission did an excellent

job andTI support the Commission's package generally.

There have in -fact been changes made in it on the House side

There have been chan-es made in it here, all of which, I think,

have been characterized and accepted as not being major changes

that violates the thrust of the provision.

Yesterday Mr. Myers in response to a question, your

question, described -the -fashioning of a supplemental retirement

plan for Civil Se-rvilce retirees as a relatively simple matter.

Mr. Greenspan, again in response to your question some weeks

ago, made an almost identical statement.

Federal employees have expressed concern over being

required -- that f-ulture employees participate in the system,

the dimensions of which have not been spelled out for them.

It seems to me that -the uncertainty which is the thing most

people fear the -mcst, in any area, is the question here.*,

if itu Is ln f'act a reliatively simple matter and one about

which there iJs Some urgency, I don"t view this proposal as one

that wi~ll delay ;h,"e fmulementation of the package. I believe

t hat I's a oro o os a I tnat wi l-l in fact exp~edite imulementation
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of the package by ensuring that the supplementary plan will be

developed as promptly and in as failr a fashion as everyone has

suggested that i~t will be done, and which we all want to bje done.

I wonder whether the Chairman might not think that this

rather than any effort to delay is in fact an effort to expedite

and will in -fact not disrupt or bick this package apart, bOut in

fact is an expression of support and a desire to accommodate

what at least on the basis of simule equity seems to be a

legitimate concern, uncertainty on 'the Dart of people about~

what they are going to be confronted with.

I would ask the Chairman to consider that.

The Chairman: The argument is we are talking about new

hires, people who aren't1 yet in the Federal service. I don't

know what uncertainty they have, but I am certain if they are

not satisfied, they probably won't enter the Federal service.

I have never auite understood the argument. We are talking

about only new hires. That's why we didn't go back three years;

we didn't go back -five years; we didn't try to include all

Federal employees. We wanted to make certain that those

coming- into the Federal service were aware of the benefit's

and aware of the disadvantages, and they made a choice. Nobody

Is drafted in th Flederal service unless there is some emergency,1

as -far as mililtary service.

Senato~r Mitchell: On the othner hand, Mr. Chailrman, those

persons who iLn -lfe reoresent others have a -re sponsibilitly

ALDERSON REPORTING COMPANY. INC.

1

2

3

4

5

6

7

8

9

10

I11

12

13

14

'4

10

0

z

;e

0

16

17

20

21

22

23

24

25

i
I
I
I



20

1 to persons who will be their reoresentation in future capacity.

It is not uncommon in this Committee or in this Senate for

people to say we are taking actions to protect future generations

or persons who will be coming along in future years who we

are representing.

It seems to me those who represent Federal employees have

a similar obligation, to ensure that those who will be their

8 constituents next January are treated in as fair a manner as

~ 9 possible.
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~ ii concern that people have, the existing Federal employees have

&12 the concern that if the' supplemental system is not set up, ifz

13 there does not continue to be new revenues Daid into the existing

14 Civil Service retirement program, if we were simply to cut off

2 15 the flow of funds into that system, that it could well imperil

16 the ultimate payment of benefits to those who are currently

17 Governm-ent employees, if we deprive them of the new stream of

18 payments in and we have assured them all along that that wouldn t,

19 be the case; that there would be this supplemental system, that

20 there would be sufficient funds coming into the Civil Service

21 retirment system.

22 I look at Senat-or Long's proposal as a very moderate

23 proposal, and undoubtedly those who would want to prevent
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2 1

the testimony has been, that this can be done very quickly,

2 as Senator Long said, and that is what we have been told,

3 that there should be no hold up in this, that at the time that

4 is enacted into law, this provision would take effect.

to 5 I see it as very much totally within the sp-Jrit of the

6 Cthe tessimony hesobeenthantbecase wen hae gone outy anduiveny

~ 7 jthe assurance, we will not take this action, we aren't going

~ 8 to force you into Social Security, we are not going to deprive

9 the existing fund of the revenues until we are sure there is a

E"10 supplemental program.

C7 11 The Chairman: AgLain, I am sympathetic with the Federal

& 12 employees. I think Ted Stevens' record would certainly indicatez

13 t~hat _he.-has~ been sympDathetic with Federal employees. He has

14 hidictediony hasletterthtomsl ands SenatorLong, aer qucvrlette

16 sSntr ogsi, n hti what we proposesntoolo.

3 1 Ifwtcntacet ther hulen good fa inthiof thosea who have thet

18 uIsdicion ifa werywant tostarty unraveing the package Ifth

19houl jsustasce soo doit now. there wais sctomeidiarntiontha
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CD 11 The Chairman: A.L-ain, I am sympathetic with the Federal

& 12 employees. I think Ted Stevens' record would certainly indicatez

13 t:hat'_he.-has� been sympathetic with Federal employees. He has

14 indicated in a lette-_- to myself and Senator Long, a cover letter
E_

15 with a copy of a letter he sent to Senator Baker yesterday,

16 what`--he proposes to do.

17 if we can't accezt the -ood -faith of those who have the

m 18 Jurisdiction, if we want to start unraveling 'the package, I

19 would just as soon do J-11t now. There was some indication that

20 we cou'ldfi-` deal with SocJal Security and we might as well find

4- I- -

21 off rightoff thes bat. ta ti a e oevryqiky

22 If wenaare gong sad try toa iak chareo oure speciaolditees

23 thatU mheresol arenohlupithstatt e ieht

4 is enowte inolathes roeialionteresdtagrup covered.

24 Some don'trante to payl ntaxs Some don'atiwantw arCOLA delay,

25 ton-orocit doun'to Sancial becbrought int the system.gt deprcan
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the packaoge and probably destroy it in

crgest that is what anybody has i!n mind

ild be cont-rary to the agreements we made

supp-ort the compromise.

Ieparture would give the Federal

ret into the system. They don't want

system.

.bly ought to be brought Into the

yesterday, and i would hope that we

tial shock, shoot down the package.

Chair-man, let me try and explain to our

ance of this proposal by the Com-mittee

to the Federal employees who we think

assumne, by the proposal.

it it would cause a major fissure

Commission but I think we ought to

)f that.

* understandably fear that there is

ilable for the Civil Service Ret-irement

s don't pay into it. That's

oks, if you just focus on that s7ear,

ow, that system costs about 37 percent

al employees put in 7 percent of that

at the Federal Gover nment as of t-oday,
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is committed to putting almost $5.00 in to fund those benefits

out of every $6.00 in benefits that are going to be paid out.

That's a fact; very di-fferentL1 from what a lot of PDeop-le think,

different from what -la lot of people say but it happens to be the

tL:rut h.I

Now, therefore, the Federal Government, with re-spect to

existing Civil Service retirees, is on the hook for a very large

amount of money. Our obligations, which I believe are solemn

to those Federal employees, are going to be met if, and only if,

the Federal Government itself' is relatively solvent.

Now, the point of the Social Security package is not just

to make the Social Security System solvent. It does do that.

I would suggest that it also helps make the general fund of the

Federal Government a good deal more solvent.

Why?. Because by having a Social Security package that

allows the system for the next 75J years to be self financi4ng.,

we will not have to go the general revenue route of dipping into

the general fund, and financing the Social Security System from

those general revenues, by virtue of leaving those general

revenues alone and I am ignoring for the purposes of this

discussion, a modest amount of g-eneral revenue interbudget

transfers we have in the first- two years here, we actually make

the Federal Government- better able to meet its commitments to

Federal employees of the future, in the future, who will retire

on the Civil Service Retiremnent System.
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It seems to me that the greatest threat to the Civil

Service retirement benefits of the present Federal employees

is not passing this Sccial Security solvency package, because

then, obviously we are not going to stop paying Social Security

benefits if the Social-1 Security trust fund runs out of money,

we will find the money someplace, but I can guarantee you that

there will come a day of reckoning, if we do that, and I don't

know of anybody who wants to do that, when we won't be able to

pay both Social Security benefits, Absent this package, and

Civil Service retirement benefits, absent this package.

Therefore, if you are going to start pulling apart a very

delicately crafted compromise, i suggest you carefully examine

the consequences. I hope my good friends who do support this

won't insist on supporting it because I think it is extra-

ordinarily unwise a~nd is going to end up instead of helping the

Federal employees, hurt-ing- them, and that's not anybody's

intention.

I would-only add that this is one Senator who intends to

see to. it that our commitments to our existing Federal employees

are met.

Thank you, Mr. Chair-man.

Senator Moynihan: Mr. Chairman, could ijo-in Senator

Heinz in not just hnis v,--iew but his analysis. I seems to me

of' genuine import. ;ie can put the Social Security System

on the basis that theHouse legislation provides, it means a

ALDERSON REPORTING COMPANY. INC.

to

4
to
LO

cm

0
0

03

E
C

z

0

3:

U,

1

2

3

4

5

6

7

8

9

10

I11

12

13

14

15

16

171

181

19II

201

21J

22I

23 1

24 i
II

25!

I.

I

I

I
I

I
iI
i



C.,

Lf

km

to

14

z

0

c 1

E-19
u

-20

21

25

ALDERSON REPORTING COMPANY, INC.

0
I

:D
m
w

11W
. I-

,I, u
w

1�
�i
CA

E-; 1;w
w

la
..H.

t-

1 9
m

20

21

22

23

24

25



2 6

percent from the 7 percent that the employees pay in.

I would imagine most people think that's a 50/50

contribution approach, but in the final analysis then, I -assume

that the Commission, and I'm asking you, Mr. Chairman, the

Commission would presume then to meet the obligations that we

have to existing Federal- employees, that 80 percent over a

period of years would go up to 81 percent, 82 percent, 83

percent, because we would meet the obligation and commitment to

that last Federal employee who is living out there, we'll say

50 years from now, drawing that check, that commitment will be

made on the basis of expanding the contribution of general

revenue to that system.

Isn't that right, Mr. Chairman?

The 'Chairman: The Commission did not address that directly

but that's my understanding. That's how I feel about it, yes.

Senator Grassley: But somehow implied in the decision we

are making here is that we are going to keep that commitment up

and if there isn't revenue coming in~from the employees, if

it's 80/20 now, it is going to get worse as time goes on, that

that commitment would be made up from the treasury, because you

are not g-oing to have the last Federal employee who is paying

in the Civil Service retirement, paying in 100 percent of his

last dollars that he makes to support his own retirement. it

just wouldn't- make sense.

That's what we are upD to.
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1 Senator Roth: Mr. Chairman, as you know, Government Affairs

2 has jurisdiction over Federal employees. What concerns me here

3 is if the Long amendment were added, I suspect what would ha'open

4 is that it would become very difficult to make the reforms that

5 are necessary in the Federal retirement program.

6 I think we are all dedicated to the concept that we have

7 to keep our commitments there, and for the same reasons that we

8 felt we had to do something in Social Security, we have to make

ri
0 htpormslvn n ibe

- I10 If you provide that the Federal employees, new Federal

~ 11 employees, will not be covered, it seems to me what is going to

12 happen is there is going to be a great effort put on never to

13 have any legislation adopted.

14 It is well known that the Federal establishment, the

2 15 Federal employees are strongly opposed to covering future

16 employees.

17 What I am saying is that if you adopt the Long amendment,

~ 18 then I think it is g-oing to be very diff'Licult to get any kind

19 of reform in these other programs to make sure that those

20 retirement checks are going out, and we are going to end up

21 really unti-eing everyTthfng that was done not only in the future

22 with respect to the Federal employees but with respect to the

23 Social Security.

24 M1r. Chairman, could T ask you, do you think that if the

25 Long amendment were adopted that it would be possible to get

I ~~~ALIDERSON REPORTING COMPANY. INC.
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the reform through?

The Chairman: I think it would make it very difficult.

It's obvious to me -- I think the amendment is offered in good

faith, but I know or at least I have learned a little her-e t1he

last few months about what happens.

You give people more'time to work out their problems. I

learned that from the banks most recently.

I think it would make it very difficult.

Senator Long: Since the Chairman brought that point up,

that's a g-ood point to consider. There was a proposition that

could not have passed ±if those people it affected had the

opportunity to know about it in advance and to petition Congress

and make themselves heard. It didn't pass the Senate by

majority vote anyway, if you lobk at how the absentees were

recorded, how they said they would have voted.

Here is a situation where we hear about a reform that

somebody wants. More often than not, when somebody talks about

a reform, he is either talking about giving somebody the worse

of -it, giving them a deal that is not as good as they have

already, and I suppose that's what those employees are worried

about.-

They say, all right, now before you take away wh at we have

now or start taking it away, again, to dismember what we like

very much, show us what you are going- tto give us to take its

place. Tf' we show t-hem what it is agoin- to be, they will r'eally
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1 be against it.

2 If that's the idea, I can understand why they are concerned.

3 The Chairman: I-would Just say that I always had doubts

4 about withholding until the former chairman offered it and I

5 1supported him in 1976-

~~ 6 Senator Pryor?

co 7 Senator Pryor: Mr. Chairman, I would like to support and

8 I do support Senator Longs modifications I think it really

~~ 9 speaks to really trying to achieve equity in a situation. All

i_ 1 f u n t e p l t c l w r d k o h r a e r f S c a0
z 0 o si h oiia oldko h ra er fSca

11 Security recipients and the great rears that Social Security

& 2 isgIng toa' taveandewatever.. esan hyteyaeocend

~ 3 IThseest Chime,: Inwoall duet rspec toa ou colleaguesd whout

4 wereont wthehommissionnand the Commisschiomnitselred it appar to

2 5 mesthatrthed Commisson prap1n9t7fninsannt

16g recomendations roncentr.Catedonthe Socild Sieurty supotemn

17 to thepextet thnatoth Convil ServiceSystem basically weasl

189 ~alms t boughtlin asyang ater achought.t nstato.l

19 of usayn that poinicall wrespct becaushe gretrl believe theia
0

20faso h oilSecurity recipient., and tegatershtSofcialse wert

21 justgifibl hoave tod medatevthser ers

22I Asoemr.t Chiman, in thin dut iespenctmbnt uponleaues nhot

23 m tohaustnte sgeto the pomsioeh pulan tsiondout there and itha

24~ istothe Fedteralha emloees tovi berwaded offyitom thsisal seaso

25 uncertaintygnt knowi ng wafte ishoinghto a.n nhti

19IsyIa nalrset, eas rl ei v h
V3
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exactly what Senator Long's amendments does. It implies and it

states that it is the oolicy of this Congress, that we are not

going to force tl-lm into an unfair situation at this time, that

we are not -7cin~c to force them into a situation in the future

or in the ;Dresenz, until we have a solution or until we find

some answers to th uestions that they are rais-ing at t1his

point.

Ithink itL- is a fair compromise. T 'nope that our colleagues!

will consider thils as a compromise.

The Chairman_,: W,,hat T would like to -_c, unless there is

some objection, is to oroceed on the basis that we have a draft

before us of the ajrprovisions and is open to amendment at

any time. Without that, TI m not sure how we can proceed. We

have to have some document in front of 1us to offer amendments

Is there ar objectiveon to that? I thi'nkt Senator M~oynihan

has been consultled on that. I know 'Senattor Armst-rong has a

number of amendments. I want tlo be cer-tain',- of how many votes

and where the votles are on this issue, because I tUhink very

seriously I f Senator1 Long prevails, that mnight take care o f

the Soci'al Securit-:- problecm for a while.

S e nat o r Lo n: would hope that we are not going to be

conf>-ronted w i th :h ust amendment by ainerdment, if you vote

for this a-rend-en:. : his w ilIl kl I I1the bill. I have been

a-round here 31 ' Ta et wul tiresome.
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May I say sometimes T use that technique myself. More ofteni
than not, if the amendment was agr-eed to, that wasn't the end

of 'the bill. They say, well, now in view of the Se-nate's

wisdom, T guess we will have to reconsider our oosition and

move accordingly-,;.

I hope we are not going to be confronted every time

somebody offers an amendment and in g-ood faith, and this is

offered in good faith. i personally believe that we ought to
pass just the kind of legislatilon that the majority thinks would

be good for the country and good -for Federal employees.

To say that because we say that we ought to show them what

it is going to be bcefore we push them under it, I just think

it's a matter of tuelling them, we don't know why you should

be worried about this or why you should be afraid, we are

planning to give you a good prog-ram to take the place of the one

you have now, and we ought to show it to themn'when we do it.

Senator Armstrong: Mr. Cha1J-'ran, I'CitigDonhr

trying to -figure out how to vote. don't know if other

members of the F7inance Comimittee are aware of this, but in the

general reshuf'fli-ng of Committee assignments, and foreseeing

that this oroblem would arise, T asked for and was granted a seatj

on Senator Roth'-"s Committee., and in fact, petitioned f-or and

was granted a sea~t on the Subcommittee which is going to have

the task of drawi'-. uD the Civil, Service Retirement SyUstem.

Tam devoted, to the idea thaT, f-irst, wargonto
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solve it, that we are not go-ing, to treat anybody unfairly, that

we are not~ going_ to delay it, we are going to get a System that

is vo-ing to work out and th at the Federal Govern-ment1 i-1s g-oing

to meet its obl1-atIon to the oeoole involved.

We are just not going to l-et somebody retire and have a

trust fund that, runs dry.

I am not very happy with Senator Long's amendment, but on

the other hand., from the perspective of those of us who just thin-II

itis really un~fortunat-e if we get into a position where we

are not permitte-d to legislate here, I. must say it is very

te-mntincg to me to just vote to it just to break the package open

and thei let's take a look at it and see where we are.

Iguess maybe i won't do that but I would say if this

amendment doesn't pass, that T would certainly be sympoathetic

to something on this sub~ject.

T sayr again width all respect to the Chair that this

Finance Co mm it tee- as far' as T am concerned, has th'L.e

resoonsi~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~bility to put out the best bill It can out out, wit-hout

A-7ivilng undue emuhasi-s to recommendations from anywhere eae

frm he Commission, the White House, teWy n en

C=_-mittee or anybody else.

heChairman: I atocreciate that. i don't question

ar-vbodyr's motives or, acnything -;1.se- It just seems to mie that

we nht as well satart- by voting on t~he amendment and if i1t

-cansses -- et's see, --Is th'e CIormmission ex-oired? tI th.i n kwe
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are out of business. That would then open up the oackage. I

know there are a l'ot. of other chang-es that I would like to make

in the package.

I don't thinkw the Commission's efforts are certainly

perfect in any sense of the word. I don't suggest they are

binding on this Committee. I sugg-est if we are going t.o start

going outs-ide, and T consider this going outside, by delaying

the effective date of this provision based on something that

we do not have any control over happening, then to me that is

a diffcerent matter than the 'fine tuning, whether it is self

employed or whether --'t is L4O3(b) or whether it is something

else that is within our jurisdiction, and i cannot control the

jurisdiction of the Government Affairs Committee.

I think Senator- Roth has made it clear. Senator Armstrong

has just made it clear and Senator Stevens, whose record in

supp~ort of Federal, emnlo yees' legislation is unequal in this

Senate, has written us a letter i-ndicating his concern and what

he intends to do on the Floor.

If we need mo-re assurance than that, I would leave it uD

to the Committee. would hoDe the amiendment would be defeated.

We mignt move aheaa and finish our work today iln the Senate

22 Finance Commit-tee. "J might as well find out. We may finish

23 it right, now.

25 S e nat or ? a-ckw,:qco d : No.
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The Clerk: MrL1. Rotuh?

Senator Roth: No.

The Clerk: M' Dan-forth?

Senator DDan~fcorth: No.

The Clerr: Mr',.-Chafee?

S e na tor Ch afe e: No.

The Clerk: Mr. Heinz?

Senat oI !Ie t~z :No.

The Clerk: Mr. Wallop?

ThLie Ch-airman,: No .

The Clerk: Mr-.. Durenberger?

(No -response.)

The Clerk: Mr. Armstrong-?

S-enator-~ Ar~mstrong: No.

The Clerk: Mr. Sy=mrns?

(No -re~spbrs-e. ) -

The Clerk: Mr. Grassley?

Senator G-rassley: No.

The Clerk: Mr. Long?.

Senator Long:r: Aye.

The Clerk,,: Mr. Bent-sen?

(No resDonse.

",h'e Clerl: M.'r. Matsunaga?

S e nia, t or T1 s u c.-n ye.

25 The,~ cle-nr' VT,-'I Movn-han?
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1 Senator Mloynihan: No.

2' T h e C"Ler-k: Mr. Baucus? I

Senator Baucus: Aye.

The Clerk: Mr. Boren?

(No response..)

The Clerk: Mr. Bradley?

Senator Bradley: Aye.

The Clerk: Mr. Mitchell?

Senator Mitchell.: Aye.

The Clerk: Mr. -Pryor?

Senator -Pryor: Aye.

The Clerk: Mr. Chairman?

The Chairman: No.

The nays are tuen; the ayes are six; the amendment is. not

agreed to.

Senator Armstrong: i am sorry. Mr. Symms votes no by

Proxy.

Senator Grassley: Mr. Chairman, would the amendment that

Ihave on aliens be in order at this point or is there some

other Droce~dure?

The Chairman: As I understand it, the aliens amendment.,

is that -oarr of-; the Djacka-e we have before us?

Ma. Weaver-: Yes.

S_-nator CGraSsley: r 1i d~ T; t wa my undersandin

25 we;ere starti.ngr o u t t S.l, d since this wasn'tt i S.1,
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Senator Grassley: Mr. Chairman,, would the amendment that

T have on aliens be in order at this point or is there some

other procedure?

The Chairman: As I understand it, the aliens amendment,

is that parr o--;' the package we have before us?

Ma. Weave-r: Yes.

25 -,fe e start out wi�-,,. S. 's wasntt S.1,we _d s,;nce thi
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MS. Weaver: ~ '~s hnei h ocument would apply

to S-c tion six fr -the cover summary shebt, which is the windfal

benefit -oro v s-i S

±:was -mTo di~ I m ih_- of the discussions yest-erday, to
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have a five year phase in period.

The Chairman: That was a question raised by Senat-or

Chafee and Senator fHeinz and i think others on 'this side.

Senator Armst-rong: Carolyn, these are changoes that have

already been made in t-he written document?

Ms. Weaver: Now they are in the written document; yes.

Senator Chafee: Carolyn, you were going to try and work

it out so that somebody did not sufL'fer a cut in their benefits

arbitrarily. How did you do with that?

Ms. Weaver: There are two guarantees that impact people

immediately. Number one, the provision that-no more than one

third of the non-covered pension would be offset, and then

number two, this five year phase in period.

Only one it of the full reduction would take place 'the

fiPr s t y ear .

Senator Heinz-: As I understand it, the phase in isn't, in

the document but we are going to put it iln?

Ms. Weaver: We have written it up in the document you have

before you.

Senator Heinz: All right. Thank you.

Senator Moynihan: Mr. Chairman, there is some confusion

over here. TS Therea new piece of~ paper,, different from that

of yesterday?

The Chair-man: Yes. T had her hold it up. Hold it uD.

ItL says on tLhe fr-ont "March 9, 19)83." Iis the one you have
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in your le ft hand.

Senator Mvoyni~han: -T see. This incorporates chan-ges made

overni,:-n~t in response to comments re sterday?

The Chairman: To members' concerns; right.

Ms. Weaver: Yes.

The Chairman: The ones we could not change are still open,

like Senator Bentsen's and others that we have not agreed upon,

and Senator Armstrong has some amendments T think on women, rightJ

Ms. Weafver: Somebody coming in under the windf-all

orovLs-ion in 1984 would be subject to Just one fifth ofr thke

reducti41on had hI-e come in at the point, at which that phase in

was ull opeatye, andu thiat would be only a Yifth reduction,

that would be permanent for him, and then the following year,

two-fift-hs of that- reduction would take place for the next

gro uz of oeoi~le becomi4n-g subje-ct- to the pension offset.

Tihat is wri t ten un as item number six in your handout

and the phase in -formula is shown on that P age.

Sena~tor Grassey: Mr. Chairman, anything that is in this

document, wre wi% hilot- have a separate vote on unless t~here is

a moti-on -:o strike?

The Chairman: Somebody can have a seoarate vote, i you

want t.o vote justL on the orovisions.

Senator Grass Icyv: would assume that if' this is The bill

that -we are -z~oi n g :oo ot eon, then the only departu~re from this

w o u tee -, 11 z~er and di t io n sor subtractions.
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1 ~The Chairman: That is right.

2 Senator Grass-lev: Otherwise, we assume this is the bill

3 tha~-t we are voting- on in final?43

The Chairman: That -is correct. We tried to re~flect some

~~ of the changes-that we could work out and others, we will just

6 have to have votes on.

7 Ms. Weaver: item 17 was also modified, which pertains

8 to interfund borrowing. There was concern expressed yesterday

zi 9 that perhaps -

10 The Chairman: That was Senator Baucus and Senatorz
II Durenberger.

&12 Ms. Weaver: That perhaps too much borrowing from the HIz

13 trust fund would create great difficulties for that trust fund

14 needlessly.

1 5 The Chairman: Are you satisfied wi'th that change?

~716 Senator Baucus: What have you done,? s evr ehv aeasre fmdfctos

18 Number one, no further amounts could be borrowed from HI that

19 would leave the HI, tr-ust- fund with a ten percent' reserve ratio.

I&V i WuuLu De ine ten De-rcent, guarantee. Interest payments

21 II on any loans from IiT would be made on an ongoing basis rather

22 than accumulated to tUhie end of some stated period. Repayment

23 would be recuired w,1henever the reserves in the cash benefit

24 trust fund i s b u ilt u, tci at'C least 15 percent and then all-

25 reeorvment would be due 1988 and 1Q89.
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Senator Chaflee: Mr. Chairman, I am unenthusiastic about

the interfund borrowing because of the effect on the HiT. T just-

do not think we should be doing it. i do not know whether you

want us t-o move ahea!d w..ituh this amendment el-iminaLti1ng it now

or wait until you g-o through this. What is your procedure?

IL am not going to ask!- f-~or a roll call vot~.~

TLhe Chairman: I there is a move to eliminate it, we ought

to do it now.

Senator Chalfee: Mr. Chairman, all right. i just thin-k

that -fund,, we all know, is in terrible shape. We have

tremendous difficulties with it. I know as a result of

Senator Baucus t suggestions, we put some limitations on it, but

i amlust unenthusiastic about even going into that area at all.

I would be interested in what the sentiment is here. As

-L say, i am, not going to -request a roll call vote.

T-he Chairman: Again, I might ask M~r. Myers to comment on

this. T am not gloing to keep harking back to the Commission

but it is an area that we kicked around or discussed quite a

whille. Some of us did not want it in here at all but we -felt

we needed it in case we had to use it, hoping we did not have

to use it. T thinlk the chances are prett~y good we will not.

I wonder Mr. M',yers might comment- on the reasons -or

including mtat -crov--s~_n? We did try to satisfy the concerns

e x r essed by Seao3aucus and Senator Dur-enberger. Wemhn

we n ve i~ bt '-' d it uo. i w ou l d '-lonng re rni gh t k e e p ~i J
. I __ - - -- - '_ - I. - 41 - -f 1~ _
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package with appropriate restraints onH.

Bob?

Mr. Myers: Mr. Chairman, -first of all I might say this

provision, both as the National- Commission did it and as it[1 is

in the HouSe bill and even as it is in this proposal, is

essentially a -fail safe device under the intermediate e-stimates.

It is not expected to be used at all, and even under more

Pessimist-ic conditions, it would not be used.

As the staff has revised it here, I think it makes it-

even clear'er that the only time it would have to be used would

be in the very mid-1980's, that is say 1985, 1986, and it would

not -- there are safeguards in here that it would not weaken

the HT system unduly and also there are provisions in here~

that would be much more definite, that the HI trust fund should

be repaid as soon as possible and a definite schedule of how

it would be done.

T think this really does sharpen up the recommendations of

the National Commission.

Senat-or Bradley: Mr. Chairman., does this permit borrowing

among the f-unds? it does not specify which fund borrowing. -from

anotL'her fund? In other words, what we think of is we think of

the borr-owing of t~he pension fund from the Medicare fund. Can

you borowt the other way? Can tUhe Medicare -fund borrow -f-rom

t'he oension fund?

Mr.- ?4ers: Yes.
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Ms. Weaver: There is three way borrowing between the trust

funds.

Mr. Myers: But only through 19,87. it is not likely that

the HjT f'und will need 4it before 1988.

The Chairman: Senator Grassley?

Senator Grassley: Mr. Chairman, I support the amendment

by Senator Chafee. In fact, if he had not offered it, T was

prepared to offer one and would have done it at a later point.

T guess the reason IT think about or thought about off"E'ering

such an, amendment was just what it kind of says about the whole

package . I would like to have coming out of the Congress and

L,,±:-e discussions we have related to Social Security, a feeling

among the pecople that this is really a sound package, this

-Is goineg to solve the problems -for the long term, and I think

tUhe decision the -House made yesterday helps us tremendously in

ei = ~-U IvU .

T think somehow if we leave vestages of the crisis
situati'on we were in for the last two years when we instituted

int-erfund borrowing as p art of this package, then that is going

to detract -from re-establfshino- the credibility and helping

peop-le f-eel that i2t, is sound.

7 also have the samie concerns that Senator Chafee did about

how it mi2-ht im-nact on the trust fund and that is going to

hasten -.he crisis zeri'-d for that fund as well. We obviously

ou !: o fromr th-e excDerience of t he crssin the Social
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Security, that we do not want to hasten that. We want to solve

that years before it comes.

it seems to me that this gives the impression of being

tloo easy of a way ou-t. instead of making actual benefit relfor.ms

or raising the revenue necessary to guarantee solvency, we are

keening our fingers crossed that this Commission report will be

sufficient to g-et us through the decade.

If not, then of course we have this to fall back on. That

Just does not create a very good environment as far as I am

I would like to have it deleted and then I would like to

have it deleted with an understanding that I suppose down the

rayou know, if we are in a crisis situation, maybe we have

to- respond to that.

I think that it is going to cause us to be a little more

care-ful in our appcroach as we respond to situations in the

f'iit.ure--, i rLf w e h av-?e to make tChe tough decisions at that time

rather than taking the easy way out., which I think interfund

borrowing has been and which it will be in the future.

The Chair-man: Thank you, Senator Grassley.. Senator Baucus

and then Senator Durenberger.

Senator Baucus: Mr. Chairman, I mjs uroswa

is the g-reater 'likelih'nood, that there will be HI borrowing-

11rom OASD= or the r-everse. during this decade? 1Partitel arl v

in the later veanrs in th-is decade..I
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1 ~Mr. Myers:. The borrowing can only be extended through

2! 1987, and in the oeriod before l987,-the greater likelihood iJs

3 and I do not think it -is a bi- likelihood, but the greater

4 likelihood as between the two is the borrowing would be by

5 OASDI from HT, not the reverse.

LC 61 Senator- Baucus: As difficult a strait that, the HI fund

~ 7 is in, even in 1986 and 1987- yo'hink there I~s a greater

~ 8 likelihood that OASDI. will borrow -from HI rather than the

~ 9 reverse?

10 I do not have the -figures in front of me, but it is myz

~ 11 understand-ing that in the later years of this decade, the HT

a 12 fund is in a. very di-ffi~cult condi~tion.

I13 Mr. MVvers: In the later years, from 1987 on, it is;

±~,, ±~o~ ~u ~ ±n 1-d, th~ere mi~ght be the likelihood--

15 S~enartorBaucus: Wouldn't the borrowing by OASDI from HI

16 hasten the demise of HI? Because the estimates I have see~n do

17 not assume any borrowing- from HI..

18 As T understand it, the surplus at the end of 1981 was

19 $18 bill-ion; the surplus at the end of 198.2 was only $8 'billiJon

20 because of the roughly 1$10 to $12 billion borrowing 'from HI.

21 If that cont-inues, then HI is goingr to be in more difcl

22. stra-itS by Say 10,85 or 1986 rather than a difficult position

23 in 1Q88 or 1_989.

.&-V 1 Mi-r. - rs nder this proposal that is before you, there
25 1would be the rovision that if' OASDI has money- it qhniild -,nn

I I
IIA lF1 ~ ; I ~ ~ ~ ~ ~ ~ - ~ s~ & N .. L~ vr, aI I L
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1! that oulte oromptly to HIT Where HI's troubles will really

2i come 1is certainly not bef-ore 19186 or 1987, and more likely

3 not before 1987.

4 The Chairman: I s there further discussion? Senator

5 Dureniberg~er?

6 Senator Durenberger: Yes. Mr. Chairman, I think this is

7 an imuortant point. I am 71ad it was raised. Let me make this

8 observation.

9 T -uess I started with the same concern that Senator Chafee

10 did. I started a year an~d a half ago when we all got together
z

1 1 to switch off[ of minimum benefits and on to interfund borrowing.

1 2 At that time, I opposed 'Inter-fund borrowing from the HI account.
C

=1 3 In retrosoect, T wculd not have wanted to -try to reform

:1 14 Social SecuritCy last fLall- rather than at this point, so the

15 interfund borrowing was Lu-mortant.

716 Secondly, at flirst blush, T was deeply concerned about

17 two things after the Cor-imssion reoorted. One was the

1 8 continuity ofL interf'und borrowing and the second was how

19 dif ficult this continuiLtT;- cf -interfund borrowing- will make

20 Medicare reform, f-rom a zlc standpoint, because any time

21 we want to adjust cost- shra-ring of benefits at anywhere alone,

22 the line, someone wili say, you know, it is because you took

23 Iall that HI money ou" annd gave it to somebody else.

24 Mr.Chairman, I hav e'been dealing with this nlow I guess

25 tzhe l1ast six weeks, as all_ us have. T am impre ssed, number
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one, with the sensitivity of the people who participated in the

Commission process for the fut:t-ure of the HI trust fund. I am

impressed with the work that has gone into both the projections,

even including the most Dessimistic orojection. I am not sure

that Bob accurately answered Max's question or to his

satisfaction because IT was left with the impression that it was

more likely that the borrowing could g-o both ways then it was

clear that the borrowing was going to go by OASDI from HI.

I am also impressed with the'partial fail-safe 'that we

will vote on, and finally, I guess I am impressed with the fact

that- this is not going to sail if we adopt the motion of the

Senator from Rhode Island, and that there is not a further

fa-il-safe.

I thought, for example, what we ought to do is have an

ultimate fail-safe tLhat says ilf there is a problem in HI., then

we will- adjust the COLA. or we will borrow from general revenue

or we will do something else. I came to the conclusion that

to put that kind of a faill-salfe in is a signal to everybody out

there that the proposal is a failure.

You either have to bet on this proposal or not bet on it.

The Chair.man is rigrt. He1- is not just defending the

Commission's report. T -mean he is defending a process by which

the Commission Came -lo -_-'s with these issues.

24 ;1 You can cal- -a1 vroa abeo
.1

25 ;tlhere are not enou.z-h exrernrs in this -room today to tell us
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what thing-s are -coin-o to be like in 1987. It is difficult -:or

me to do thi--S obviously because of the responsibility I feel- for

HI. I do think we ought to supp-ort the Chairman and the

Commission recommendation and not support the amendment offered

by the Senator from Rhode Island.

The Chairman: Can we dispose of the Senator of Rhode

Island's amendment? Are there mod-ifications?

Senato-r Baucus: Mr. Chairman', I understand what the

Senator from Rhode island is t'rying to do here. Most of us

have the same worrie-s about both funds. Frankly, I think that

in the interim oeriJod it probably makes more sense to have

the flex-ibillity for interfund borrowing, HI from OASDI and

vice versa, rther t-han to prohibit all interfund borrowing

outright.

Unfortunately, this Commission has only addressed one

portion, OASDIT It did not address HI and Medicare, and that

is the box that we are in.

I think we are ogoing to be forced and constrained into

setting up a similar commission to address the problems of

Medicare and HI and so forth, and T would hope that we do that

v e ry q u ickly.

in -Uhe Interim and intervening years, I thihk it probably

makes more- sense to give us that f-lexibi1lity. I do not know

17 f i ~t is ja ffi--.,erboat g-amble eithe-r, but it is the best so -:far

proposal be-fore us. We have no better, alternative... I think
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generally we therefore have to by and large, with some

modification, go along with iJt, at this time, and make the

adjustments as we need to, when the occasion arises.

Senator Chafee:- Mr. Chairman, thirty seconds, if I might.

Mr. Chairman., I am very skeptical about the short range

projections for the OAS itself and also it seems to me that we

have proven here that in past years, if there has to'be

borrowing, we can take up a measure to permit the borrowing,

as we did a couple of years ago.

At that time, it brings us all up short. It brings our

attention to the serious problems that are in the fund. If we

just have this automatic borrowing and this so-called fail-safe

mechanism that takes place, then it removes us from our

conscious efforts to direct our attention to the difficulties

that exist here.

We are a1l busy. We are all delighted not to have to face

up to any problem if we can avoid it, by having to vote on

an interfund borrowing, it brings us up cold to the difficulties

that one of the funds or the other faces and then hopefully

we will t~ake remedial action.

Mr. Chairman, as I say, I am not asking for a roll call

vote, however you want to do it, a show of hands, a voice

vote, but I would move my amendment.

The Chairman: All In favor of the Chafee amendment,

sig niJfy by saying "aye."1
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Senator Bradley: What is the Chafee amendment,

Mr. Chairman?

The Chairman: It knocks out the interfund borrowing. We

might as well have a roll call.

The Clerk: Mr. Packwood?

Senator Packwood: No.

The Clerk: Mr. Roth?

Senator Roth: No.

The Clerk: Mr. Danforth?

The Chairman: No.

The Clerk: Mr. Chafee?

Senator Chafee: Aye.

The Clerk: Mr. Heinz?

Senator Heinz: No.

The Clerk: Mr. Wallop?

The Chairman: No.

The Clerk: Mr. Durenberger?

Senator Durenberger: No.

The Clerk: Mr. Armstrong?

Senator Armstrong: Aye.

The Clerk: Mr. Symms?

(No -response.)

The Clerk: Mr. Grassl-ey?

Senator Grassley: Aye.

The Clerk: Mr. long?
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Senator Long: No.

The- Clerk: Mr. Bentsen?

Senator Bentsen: No.

The Clerk: I,' M atsuna ga?

Senator Matsura~ga: No.

Th-e Clerk: Mr. Moynihan?

Senator Moynihan: No.

The Clerk: Mr. Baucus?

Senator Moynihan: No by proxy.

The Clerk: Mr,. Boren?

(No response. )

The Clerk: Mr. Brad 1ey?

Senator Brpdlev1: No.

The Clerkc: Mr. Mitchell?

(No -response.)

'The Clerkc: Mr. Pryor?

(No resoonse. )

Th'Le Clerkc: Mr-. Chair-man?

Th-e Chairman: No.

Senator Chafee: My heart- was pure but i did not have the

stren~lt olf ten.

Serator Armstrong: Senator Symms votes no by proxy.

T h! C a r m n t o 3 .

he C le rk~: t s 3 o0

25 : z 6n. a -o *Th~! r ~s S- se v: Mr. " haJir m an, befPore you -o on beyond
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th~is, can I have a repeat of when the interest is groing to be

oaid? T had a proposal on interest but that may be taken care

0f.

The Chairman: IT had better double check with Carolyn.

Ms. Weaver: Interest would be Dalid mnonthlv to H-I on

an ongoing basis.

The Chairman: isn't there some 1988 or 1987 figure?

Ms. Weaver: All principal and interest is repaid in

1.988 and 1989.

……rA*1 ,7 Pq -I~ 77- n Z i-I - 0I _ - ,A - .,YI, U !I d ue 1 - u

borrowed up to this point?I

Ms. Weaver: Yes.

The Chairman: Yes.

Senator Grassley: i am satisfied with that.

The Chairman: Do you have the aliens next?

Ms. Weaver: On the benef~its side, the one last adjustment

is on item. num ber 223, w-.hich pertains to limi~ting benefits oaid

t'o aliens. in the provision we worked out yesterday, it is a

relatively limited approach which would ensure that benefits are

.not caid to aliens, their dependents or survivors who reside

outside the Un-ited States, and there would be the provision that

ti- ~ rceveback the co-~ributions of t-he worker bef-ore the

i-.~aulon on benezs ;aes S o1ac e

24 There wl be no cir-cumstances under this orovision under

25 nh somebody resid-i-g the UniJted States would have their
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bene fit s t ermiza~,t e d.

TheChia: Could I ask Senator Grassley and Senator

M i f thla t -1 is sati Lsf'La cto r y?

Senao r Gra_-_~Ss sic;;,-: Also Senator Bo-ren.

The Chai4--a-r: Senator Boren. Excuse me, Senator Boren.

Senator Grassley,;: And Senator Mitchell. I think it

satisfies me an-d _- a 
1so would like to state for the record

that we have had contact with Senator Lugar's staff on this

and have worked ,14ith them because of his leadership in this area.

Senator Boren: i think it is a good provision and I

ccmmend Senator ]1r.assley and Senator Mitchell and the other

staff that have -.qorked on this. Senator Lugar really began this

e--"-Ffort a long tm ag-o and several of us have worked with him

on 't.

I think th'Iis is a real step in the rght direction.

Senator Giranss-lev: At one point, Mr. Svahn brought up the

fact that it is dlffilcult to tell about the death of people

fn orei-n coulltr-s and then 'the checks keep) corning, the

extent to whi-ch _ cerson who would be drawing those checks

beyond what he :caid _n under existing law, and that is going

t1o end ana 'then -:har. oroblem is taken care of. is that right?

M r. S vann:, `*dculd you exp~lain that tlo me again, Senator?

S e na t o r a S . You had previ-ously said that there has

been a -oroble-' ~~ people wiho have died or we assume they have

lid-- -d, con-uinu~-- 7o -receive checks, even gzreater then the

AI!I
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probem s -o pepleliving w-ithin the United States, ithey

have lived in foreign countries.

Mr. Svahn: Percentage-wise; yes.

Senator Grassley: Now we are limiting those people

r-eceiving- oayment~ t-o what they have paid in tLlo the syst"em under

this proposal?

Mr. Svahn: If they are an alien or an alien dependent; yes.

Senator Grassley: Now we would not have as much of a

oroblem from people that are "living longer" because te are

in a -foreig-n country.

Mr. Svahn: If' they are aliens or alien dependents; yes.

I'L they were United States citizens or as I read this,

alien dependents of United States citizens, then we would still

have the same problem.

The Chairman: Senator Mitchell, is it satisfactory with

vou?

Senator Mitchell: Ye siis Mr. Chairman. _7 discussed

t hiJs w ith Carolyn earlier. T takthe Chairman for hnisz

~;Uu Jt± 0.U -LU LI.

Senator Chafee: Mr. Cha-irman, i apologize. T air. not

sure what the alien amendment is. Could Carolyn brie7-y

describe it'?

Ms. Weaver: It would l~i benefits paid to a~e

work~ers,their deoendents and srvi-vors while they a-re abroad,

25 ! y shuld leave the country-, benefits would ce-se -ineen
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ceworker had received back his tax contributions, and any

deoendents acquiared after moving~ abroad would not be eligoiblLh

-or benefits.

S e na tor kCh af_:e e: t would limnit it to their Contributions,

with interest?

Mis. W.eaver: No interest.

The Chairman: It does not affect U.S. citizens living

acbro ad.

Ms. Weaver: Th at i s r igoht.

Senat-or Chafee: I think that is an unfair t~hing'. They

contribute. The aliens have contributed. What is goi_~go

--ere anyway? I know they do not vote!

T find that anl extraordinary provision.

The Chairman: Tchink it is rather limited, is i not,

Cazrolyn, -from the orig-inal proposal?

Senator Grassley: Maybe T can satisfy the Senator from

':7node Island, to t-he extent to which we discussed t-his amendment

T;::esc erday and t-here were some Droblerms r'aised with it. Over

t1--e evening, w or k in w-.i it-h Mr .Myers, it has been revised to

:ae ar o some of those concerns.

Senator Chafee: Those people pa-id into the system. They

eerealuire. -lo Day 7intuo the system. They work. They p ut Into .

Senat'or :Aichei: The Senator has rai-sed a legitimate

n in Tn i i hut I would joint out to you tha
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in the discussion y,,es-uerday, which was very extensive, pointed

out and I would skif Mr. Myers or Carolyn has the figures

with resoect to non-cittizen, non-resident, the number of

dependents is far hi12her- than the general category of

bene fic iaries. The number of dependents acquired after

retirement is truly- ext raordinary, and i is obvious that an

abuse is occurriniZ.

This is an effort- to correct that abuse.

Senator Chafee: Well, it is a draconian solution if I

have ever heard one.

Senator Mitchnell: The only thing that is draconian is

not paying int-erest. Do you have any other objection to it?

Senator Cha-fee: do not see why they should not get

the employer's cont-ribution also. The employer has had to pay.

He has taken a ded'-_zction on 2it .He has paid in. The person has

worked. T h en ai t :he en-d o f t h at , ma y be Jif they have too many

children,, that is apparently unpopular her-e -- i do not see
why the sh uld be -reaed in this fashion, particularly w e

tUhey are _requir~ed :co pay intoit

Senator Mt•~~ To say they have t~oo many children

and it is unnooular- mischaracteriz-es the problem, Senator.

That is not the mne by which dependents are being acquired

in this 'Las h ic-

Tha v no ocb' e2:.n i yo u '>a; t ake it havina- thei a nt LI - 1=1 ne.

25 : aid with inre r es:. - agre tha t would be a -air way, if-:
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that can be done. Beyond that, I- think it is a reasonable

propoosal intended t"o correct abuses.

The Amnerican Socia~l Security System was never ilnrtended to

be a socia~l security system covering- non-citizens,.non-residents.

Senator Chafee: T would have to ask the historian on that,

Mr. Myers. Did that come up when President Roosevelt thought

of this?

The Chairman: Bob was there.

Mr. Myers: When the original act was established, there

were no restrictions by citizenship or residence, but th-er-e

were some out in IaTer on in the 1950's.

S"'enantor Chafee: T do not t1hinik that suggestion was

exactly accurate. Mr. Myers, do we have treaties wit-1h. other

countries that involve this, for instance., with Canada, where

they have a retirement system, or an American alien up there

woki~ng? Ts there anything back and forth on that tha- we

are imissing?

Mr. Myers: We have certain treaties, one with Can-ada is

pending. i think it- is practically completed. We have some

with other countries like Federal! Republic of Germany and

Swiltzer 1 and. There are also certain other treaties of

frienshioand comimerce that get- into 'this.

oroo0- --osal w.-ouldJ say t at this restrict on wo' not

b e p ao 1L2 c- a anry: c a se f'or c it i zens of any country whr

- *., .'J k)U -LL i -;'=~-~. L = 1 i ' : ,.,
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Senator Chafee: There is such a provision? i am sorry.

T was not aware.

Mr. Myers: -yes, there is.

Senator Chafee:- Mr. Chairman, T think the oerson has

worked. He has put into the fund. He clearly should get back

his 1nterest and I think he should get back what the emoloyer

contributed, based on my successful record in rolling up votes

here today, I am a little -reluctant to press it too far. i will

take two votes, first on the interest. Are you prepared to

accettu that?

Senator Mitchell: i am.

Senator Chafee: That g~ets me '5O percent of the way there.

Senator Matsunaga: Mr. Chairman, i f I may g-et a

clarification. Does this mean that if an alien returns to

his native country, that he would get- less than what he would

be r-eceiving if he remainea in the United States?

Senator Mitchell-: Certainly.

Senator Miatsunaga: Heavens, T would be opposed to that.

I thought it was limited to what 'He would be getting i f- he

were here. No? i join Senator Chafee. You have one extra vote

w~tn 'o his time. T would think i was almost

unconistitutional, "t-reatL -'-n c a resident, one who was a -resident

under different situations, where ii aq citizen were to go

under- the svstem 'Lo a foreilgn country to reside there

oerman_~entlv, h-e would -ot be treated likewise.
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Senator Mitchnell-: That is correct.

Senator Matsunazga: TS this prosp~ective, Senator Mitchell?

S e nat or M i tc 2- 1 1 UiV-spctv.

Senator Chafee:- Mr. Chairman, I thin11k that obviously the

system should be :Ig-,,hte ned up. Mr. Svahn pointed out

yesterday that if11 somebody lives in Bulgaria, their longevity

is ten years g7r-eat~er life expectancy than ilf they lived in

the U.S. Apparently the checks keep coming- in and it extends

one.!1s life or atL 1e~st one's family extends the life.. Maybe

they do not bury hn4-m! so auickly over there or something.

T t h_1n k all w-lnds of things of checking into the Embassy

or the Council, all kinds of step~s should be taken for the

pre sent, those on :I-)e ore-sent rolils. i would support that.

As far as perspective, I am prepared to Support something

along the lines bu: clearly they should g-et the interest and

i should ethirc th!-ey should gret what the -employer paid, too.

Senator Matsuna-ca: Mr. Chairman, T am sorry i was not

nere i-;n the af-ter-con to join in the discussion, but we have

a situation in.H~~ where we encourage a-liens to go back,

esoec~allv-nfos, because while in Mawaii, S c a

Security benefits.-: -2re d~efinitely insuffi-cient to even provide

a decent lvn n so -they go on welf-are, an additional cost

Ilo the cgover-men. a=nd ;axpayers.

When :ne-v :c z-o boack_, to the P h i 5-1--Ones, the Social

Security bene:::-'__ s u c h, t he yli ve 1 k in gs i n th e
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Senator Chafee:- Mr. Chairman, I -hinlr that obviously t
U �, the

system should be -I_-',7,-htened up. Mr. Svahn pointed out

yesterday that 1111' somebody lives in Bulgaria, their longevity

is ten years .7-r-e-at"er- life expectancy than ilf they lived in

the U.S. ADDarer-7y the checks keeD comina- in and it extends

or-6-1-s life or a-LI !enst one's family extends the life. Maybe

they do not bury h-4.-,!i so quickly over there or something.

T t h _1 n k a 1 11 'k-l"nds of things of checking into the Embassy

or the Council, all kinds of steps should be taken for the

present, those on -I.-)-e p-re-sent ro-ils. i would suonort that.

As far as �je=jective, I am prepared to Support something

along the lines buz clearly they should o-et the interest and

i should ethic t1!-;e-7 should cret what the -employer paid, too

Senator Matsu-a-c-a: Mr. Chairman, T am sorry i was not

here --;-n the al-ter-con to join in the discussion, but we have

where we encoura-e a-,liens to go back,

a situation _1 n. -H a ... -- , --

-nfos, because while in -Tawaii,

especi,--) II y Phi _-M Social

Security bene--.'-..-:: -2--e definitely insuffl-cient to even provide

a decent -m-a` so -they -o on well-Pare, an additional cost

Ilo the c-over-mer-. _=nd taxpayers.

When '-e-v _4c �-o bPc'_1,c to -he P h -i 1 2-1 --.Ones, the Social

Security bene_--"-_'-__s 3- s s u c h , tL h e yi v e 1e k i n g s i n t h e
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Fhil ioines.

T hope this will not affect that situation. Who i's the

iDrincinal oro-oonent of this?

T-he Chairman: Could I suggest t-hat we have a vote -'_n

process. Maybe we ought to come back and discuss this right

after the vote.

(Whereupon, at 11:55 a.m., the Committee was recessed for

a Vote on the Floor, to reconvene at 12:20 p.m. this same day.)

Senator Moynihan: Mr. Chairman?

The Chairman: Senator Moynihan.

Senator Moynihan: Mr. Chairman, T do not want to in any

sense seem to want to close off anybody's complete access in

this Comm~ittee to anything they would like to propose, but

today is going by. The period before the Easter recess is

going by. We have more things on this legislation as -1

understand it, then Just Social Security, which we have to get

to.

Iwould like, at' tb-. -risk of' being a pest, urge ta we

g~e: on with this issue. Therefore, i will shut up.

The Chairman: i appreciate that very much and T share

the view expressed by the Senator from New York. We do not

want to Voreclose anyone's ri g-hts but it is m hope w,,e can

move r-ath_-er cuick-ly. The m-iajor Drovisions I think wi re--main

intac:1. Obviously, we have a number of amendments wh-'ch waould
�i

i
25 il maxe --a-Iner d-ast-c changes. 'here are a number of a-mendments

;1

It
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which we thin-k we might be able to accommodate.

T would hione from the period of time from about 12:30O to

let''s try t-o come back at 1:4~5, that if anybody has one of

those that we !miht be able to work out, t~hat t14 he staff" is

notified so we can start moving rather quickly at 1:415 P.m.

We would like to settle the question on the alien-

amendment. T understand Senator Chafee and Senator Mitchell

and Senator Grassley have had a chance to visit.

Senator Chafee: Y-es, Mr. Chairman. I believe Senator

Mitchelli is agreeable to the interest. That is the employee's

c on t rib ution plus interest. I would ask -for a voice vote on

the empoloyer's and interest also when the orooer t~ime comes.

T-he Chairman: jack, do you have something to say on the

In'erest?

r.Svahn: NTo, it- is more upon the amount paid by th

wo_-!kers, Senator. hate to cast a damper on this. i feel

comoelled to; while T sympathize very much with the problem.

and 7 -ould 1like to eli-m-inate the abuses of payments to

oenef'iialies overseas and we do have an awful lot of them, the

way, that hi proposal is currently drafted, it alos bnft

tIo con-inue until th totLal benefit is oaid to the earner and

decendent ecual the taxes paid by the wage earner, and without

..vi ar t :( ge ; into -a ai~scussilon about why we do not keeD

re ocs , w.ie do not hnave any records of how -much -in taxes were

Z) 7 each wage earner.
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The Social Security Administration keeps records of earnings

and would -require us, if we could locate or -if we could determine

iUhat- a Derson was overseas, it would require us to o back and

manually try and recalculate how much tax they might have paid,

whether they paid itu o r not.

The Chairman: Do you have any suggestion how we might

accomnlish what some want to accomplish without that information?

Senator Bradley: May T make a suggesti on, Mr. Chairman?

The Chairman: ,-s.

Senator BradleyT: i intend to offer an amendment, a similar

amendment on non-taxing benefits until after the recio-ient has

recevedwhat they h-ave contributed plus interest, and i am told

tLhat it is im=ossible becaus'e you do not keep track, but a rough

rii~e is within a th-ree year period .

What i would do --Is propose a three year period and would

of'fer this as a possible compromise, at the end of which time

tLhey would have received back everything they put in.

Senat-or Matsun--a: Mr. Chairman, -if' 1- may ask a question

n-f' M-r qiT-,n Sunc: we limit the navments to what it would

be had the a!Lien ren-Jred -in the United States and suppose we

require the alien t resort per-iodicallyi-, say annually or

bi-annually, to the merican Embassy, zo 'prove that he is

still1- al---ive and enr 2--- '~d to benefits?

How would th1iIS --e re-ative to admIn-istration?

25 ~~~"t~~~Nl . vanln: ma: JOU11I U ce uriC) - -N&1IJZ iJ -u V Cy L,~ I 'CUI It=ULkJQ LK~
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manually try and recalculate how much tax they might have pa-d,

- - CD

whether they paid itu o r not .

The Chairman: Do you have any suggestion how we might

accomnlish what some want to accomplish without that information?

Senator Bradley: May T make a suggestion, Mr. Chairman?

The Chairman: --,7--s.

Senator BradlelT: i intend to offer an amendment, a similar

amendment on non-tax-n- benefits until after the recipient has

what they '-iave contributed plus interest, and i am told

'Lhat it is 4=ossible becaus'e you do not keep track, but a rough

riile is within a th-ree year period .

What i would do --'Is propose a three year period and would

of'-fer this as a nossible compromise, at the end of which time

'Llhey would have received back everything they put in.

Senat-or Mats=--a: Mr. Chairman, -i-f I-Ii may ask aquestion

nf, M-r qi,-,qhn Sunncs:- we limit the navments to what it would

be had the a!-Len rer-Jred -in the United States and sunDose we
i

require the alien to resort oe--iodica�:.-i-,, say annually or

biannually, to �-merican Embassy, zo 'prove that he is

stil-1-1 a--'--'Ive and en-'-----'��d to benefits?

How would -. 1�iI'S --,----native to admIn-istration?

�t/L- . Svahn: 1 d '-- e o n -- -..v a o s ov e - h e o n e 1) r o b 1 e m

"k kQ N R c-'= 0 R T I N G C 0 M P A N Y. I N C. i
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with regard to payments that are made to aliens after thevt are

deceased, those that !live in a foreign country.

I think there are a lot of diffe4"_rent things or differ-ent

cilrcum-stances that oeo~, 1)l are t ryin7g to eliminate in the

so-called allen cuesti-on and it is extremely complex.

We hnave been in contact with the State Department and the

State Depcartment is quite concerned about the tide that -;_

movino- to eliminate payments to aliens who live overseas and they

feel there are very important foreign policy implications and

that we should have some full and open debate about the issues

and decide exactly what it is we want to do and what impact- it

would have on our foreign policy, what impact it would have

on our foreign- polilcy before we jumpo into something, that w.,e

reially do not know what it is going to do.

Senator Mat'sunagra: I agree with you. In the case ol:

Hawaii, we encourag-e the aliens to g-o back, as I said ea' 1ier,

because we save millions of d6llars in welfare payments which

they would be otherwise entitled tLo ifl they remained in t;ne-

Uni'ted States.

AIctually, by eniorcement of this type of provision, w.e

would be losing in. the States.

TeChairman: Senator Mitchell ?

Senauor Mi~ltchel`: Mr. Chairman, T regret that whaz -s

e__1 a =eate ad minor Matter' Jn relation to th~e total

o~2t re as ake so uch tim . 1 do not want to take m ore.

,I
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I thin-k itIs imoortant that we understand precisely what we

are Drcoosing 'here and what has not been proposed and the reason

for it.

A -recent GAO report of Just a few weeks ago indicated that

in 1981, the Social Security System paid $1 billion, 313,000

beneficiaries who lived outside the United States; nearly

200,000 of them are aliens. The study also found that alien

retirees generally with respect to the average retiree, work

less time in covered employment, pay less in taxes, have many

more dependent-s.

T. i n-ty-7our percent of' the depend n s o l e

benef-'-Iciaries are reauired after retirement, a manner which

plainlyincae a pattern of abuse of the system.

There has been talk here about what is fair and equitable

and so -forth and it may 'De true, as Senator Chafee said., that

President Roosevelt and Mr. Myers did not, when 'they

collaborated on Social Security, discuss the problem of

non-resdents. T think it is clear to anyone that the Social

Security System is intended to provide income security -for

A m~~erica5-ns.

We are struggling to deal with the oroblem of hnow to meet

the benefit leve-ls we now have and those benefits are going to

be le=ss than they otherwiise would be as a result of the

1 e Isl io n w.,ie ar e e na cti

7-u have an obvious a~buse here. It is a not inconseauential
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1 sum and reacbhed the stage where $1 billion is inconsequential

2 and there is a responsble proposal to deal, with it-, and that

3 i to limit' payments 7nade to 'non-residents, non-citizens,

4 o The amount they par ½-1 olus interest. They have been

Lo 5 deprived o f nothing.

~~ 6 Remember, t-he average beneficiary on Social Security gets
Ln 6 I

7 back an amount ecual to the amount of taxes oaid in less than

8 tlwo years. Any amount- over that for non-resident, non-citizens

9 reuresents in effect- a windfall oaid for by American workers
i

1 i who are now already struggling under a very high payroll tax
Z
17 1 that is going to go up dramatically as a -result of past and

&12 present actions.

13 It~ Just seems to me to be simple commonsense and we have

14 tak-en care of the objections of the State Department by

E15 exempting anybody affected by a tureaty, which actually has the

16 -ef1fect of l-imiting thle scope of this amendment to a very, very

~ 17 modest, modest a-mourt.

n 18 I urge, Mr. C1h_5,-'m-,an, that the alien provision be retained.

~ 19 Ido not know if th ending order is a motion to strike it or

20 am m.!o ton t o o ut i t Li T thought it was aready in the package.

21 The Chairman: Could i just ask Mr. Myers, as T understand

22 In. yoLhv tred:c wo'Trik out some of the problems yesterday;

24 ~ Mr. Myilers: L2a: c orre ct .

25 I The, Cha~-"-an: ::_u-have been aron a-ong time, and I25n t

.i
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am not ogolng back to F TDR. Were you there with him?

Mr. Myers: T worked on the Cormmittee of Economic Secur---'tv-

but I hardly worked with FFDR because T was just fresh out of

school then.

The Chairman: You could have said so; we could not have

proved otherwise!

In any event, what do you think of the compromise we now

have? Does that address the concerns expressed by Senator

Chafee and Senator Matsunaga? Should they be concerned as

they are about 'this provision?

Mr. Myers: T think there are abuses in this area. I

think the proposal that has been developed here takes care of

those, whether it- goes too far or not, is a matter of ph-iloso-phy.

l can see their concerns., but I think this is a reasonable

proposal anrd T thn't is one -hat can be administered. I

think despite what the Comrmissioner or the Under Secretary

now sai d, that this -an - we can develop the taxes paid from

the earning-s record because ear-nin~gs are available each year,

from 19.51 on and whether taxes were paid, you can presume thea

were. For the earning-s befo-re 1951 there is just one lump

sum for the 19137 to1 1950, and alt'hough the tax rate was one

percent -Jn 1? of those 1-3 years and 1.5D percent in the other

one, you could Just presume tne t-'ax rate say was one percent.

Y ou need c e rta-in t e chn ic al- t hins like t hat to si2mplify

t h e a~zdm-inistrLa t ;o n . It could be done. if you use interest,
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then there are some problems of what interest rate and up to

whe~n',and so f'orth. These can be worked out on a reasonable basis.

On the otner hand, the 'approach was made that if you say,

let' s say everybody *who goes abroad as-aan al ien is entitled tuo

36 months _for which they have drawn benefits, whether -it was

before they went or after, that would be workable, too.

Senator Mitchell: Let's have a vote, Mr. Chairman.

Senator Chafe-e: What are we voting on?

The Chairman: The interest has been agreed to T1 guess.

Senator Chafee: Yes, but there is quite a bit of

diff"er'ence between -- f-irst of all, how are you ever -oina to

tell, one, whether somebody is an Alien? There iLs no way in

your -records ant all to tell whether someone is an alien, is

there?

Senator Bradley: Where do you send the check?

alien?

Sena5-tor'- Mitchell: No. The GAO lidentified 313,000

benef_-:..-ar-Js living abroad., of which 194,000 are aliens.

Somebody al-ready knows.

NTr. vn: I tik yu wl find, Senator, those were

Ez s t rn T M (7 - v th PGsere'p1 Accounting Office. Those estimates~

only r-eliaze to those checks 'chat, we do send overseas. Abou-at

40 o)erc-ent of the 'beneni-in-is -receive their checks d 1irect

dercosit to a c.anlk hn ie•ave no record of an address --or those
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b0enef'iciaries. I would t'.hi-nk that it would get around auite

aqul4Ckly that i one opens an American bank account and has

their Social Security c'nec-,~ deoosited to that bank account,

that- the checks will cont-'4-ue to come.

The Chairman: I suggest we adopt the amendment and theh

work out the details between now and the tim-ne i t is on the

Floor.

Senator Grassley: i agree to the amendment he offered

about the interest but I1 do not agree to the amendment about

the part the employer palidin

Senator Chafee: Mr. Chairman, I will make my amendment

t1o include the emplover's contribution as well and just ask

.or a show of-~ hands.

The Chairman: You want a show of hands of-. those for you?

Senator Chafee: Yes. Can i vote by proxy for Senator

Dan-fort h?

The Chairman: Yes, put up both hands.

Senator Chafee: all, ri-ght. I move my amendment, that it

include the employer ts :Contribution.

(S how Qf '? a rd s .

Senator Grassley: I we are going to vote oroxies, we

o u~ t o hna ve a_-o

T-"he Cha-L'rnman: :'o ch zd. That is -fine.

The Clerk-: M r,. Pa2- Yo d?-

S e na t r Elanc kwoo a' Yo .
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The Clerk: Mr. Roth?

(N-,o re s oon se .

The Clerkc: Mr. Danforth?

Senator Cha_-~ee: Aye by proxy.

The Clerk: Mr. Chafe-e?

Senator Chafee: Aye.

The Clerk: Mr. He-inz?

(No resnonse.)

The Clerk: Mr. Wallop?

The Ch1-airman: No by proxy.

The Clerk: Mr. Durenberger?

(.No resoonsej)

The Clerk: Mr. -Armstrong?

Senator Armnstrong: Aye.

The Clerk: Mr. Symms ?

Senator Armstlrong: Aye by proxy.

The Clerk: Mr-. Grassley?

Sena t or Grazs s -ey: No.

The Clerk: Mr. Long?

Senator- Ben-usen: No by proxy.

The "1--rik Mar . 35en t sen ?

Senator Bent-sen: No.

The 0 cr!:: ?!r. atsuna-a?

S e~~ i ai -r - -A y e .

T h e C ~ e r k : : r . MI o y n ila-
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Senator YMo-vnihan: Aye..

The Clerk: Mr, Baucus'?

(No resconse.)

The Clerk: Mr-. Boren?.

Senator Mitchell: No by proxy.

The Clerk: M~r. Bradley?

Senator Bradley: No.

Th e Cle--rk-I-: Mr. Mitchell?

Senator Mitchell: No.

The Clerk: Mr. Pryor?

Senator P~ryor: No.

The Clerk: Mr. Chairman?

The C'¾_-i_'man: No. There are others and I do not know

how they mig-ht vote. I have a g-eneral proxy but I do not think

it includes this amendment so IL did not vote those. i wasn't

even cer-tail- about- Sena tor Walloo.

The nayls are nine and the ayes are six. The other members

may be -recoz-G-ed.

Senator G-rassley: That amendment has lost?

The Chairmnan: Yes.

Senator Grasslicy: Now we have the packag-e as it was

orig~inally -proposed but with the interest added to i t ?

The Chailrmran: T-,h at is c o rre c -G.

Sena~;or- Grass-ley: E-ver'7 other orovision of' our amendment

_Ln tne oacka~ce s as as is
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The Chairman: Yes. AS T understand it, Carolyn, does that

tlake care of the items wetrd to work out yesterday?

Ms. Weznver: It takes care of the benefit orovisions.

T-,here are a couole of chan-~es -in 'the tax area th a t Rod wiJll

ex-olain.

The Chairman: i wonder if we might just do these be-fore

we leave for lunch? I do not think there is-any dispute in

,these areas. i am not certain.

Mr. DeArment: The principal area is in the tax that we

changed, number 1~4. This deals with the Self-employed tax rate.

As you recall, we are increasing the self-employed OASDHI

tlaxes so that it will comoarable with the combined employee!

.employer ramte and Drovide- a credit. The change is in the area

of the credit. The cr-edit was increased slightly and the

oattlern of the credit was chang-ed somewhat so that in 1984,

there would be a 2.9 percent - credit measured against the

sel.f-employed income of 2.9 percent; in 19085, 2.5-; in 1986,

2.2; in 1987, 2.1 and beg-inning in 1 9 , i wo ld e 23.

That is slightly more costly than the pattern that we had

yesterday.

The Chairman: About $3 billion?

Mr . D e arm ent: Yes, ft' Is a- total of about ~2.6" billion

-ane tha - he procosnl yest erday.

Senatolr Arm s t one:: '.:C are looking at item 14 ?

Mr. De r7 e ha s correct.
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Senator AIrmstrong: I change 18.5:- to be what?

Mr. DeArment: I guess I do not see an 18.5.

Senator Armst-rong: I sam looking at the markup documrent,

item 1~4.

Mr. DeArmient: I'm sorry. That 18.5 would not change at

all, Senator. What wve are dealing with is something that

has no trust -fund iLmpact .It has an income tax impact. We

are talkingz about the increase, how much money we would reduce

iLncome taxes.

Senator Armstrong: To look at it from that perspective,

to g1et $18.5D billi1-on into the trust fund, how much are we

givingaway fr-om the g-eneral fund?

Mr. DeAr~men:l: Actually it is more appropriate to look

at the $26.8, because that is the amount that goes into both

the pension fund and the HI. In order to get the $26.8, we

would be givingc an income tax credit of $)13.7 billion. It's

a little more Than h~alf. That is the apporopriate comparison.

Senator _'Viatsunaga: Am I correct in my understanding that

this compromise was worked up with the National Board of Realtors

and they are sati1s-fieed?

Mr. DeArm-en:u: We talked with them and we understand that

given the ladftude '-ere, this is an acceptable compromise and

they like this acioroanch.

Senator 3_c:'e-: T know the oeozle in. agriculture have

contacted me aCut The oroblem t"hat They were not paying any
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7 2

income taxes. They are all going broke. The self employment

tax will g-o uD on them. Does this have any refundable tax

credit Drovils--on?

Mr. DeAwrment: 'It is not a refundable tax credit but as it

functions, as understand it, it would be available to someone

who has no income tax liability because it would be --

Senator Boren: If I am a farmer and had no income tax

liability, how would that work?

Mr. Weiss: It simply is a credit against their self

employment tax.

Mr. DeArment: That credit is made up by gene-ral revenue.

Mr. Weiss: Right. That does not affect the trust fund's

receipts.

Senator Boren: If I owe no income tax --

Mr. Weiss: T you owe no self employment tax, you would

not g-et it. Whether or not you owed income tax really would

not matter. it is simply a reduction in your self employment

tax.

Senator Boren: I don't know if I understand this. If

I have zero income this year, would T be paying self employment--

I would not, be pjaying any? I would have no income.

Mr. De~r'rer't: No, you would not be paying any.

Senat~r --om'en: Say that T had a certain amount of inicome

but I1 do :w:- owe tax-. Is that a possibility? I have no income

tax liiabll-ity bDut have income on which T would pay?
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Mr. Weiss: Have to pay self emoloyment tax?

Senator Boren: Yes.

Mr. Weiss: Yes. that is absolutely right.

Senator Boren:. What haDoens? Do I still have to pay

the self-- employment tax or do I get a refundable credit of some

kid

Mr. Weiss: In effect there would be a gross rate of

self employment tax of 14~ percent and then a credit against

tU-h at of 2.9 percent for a net rate of 11.1 percent. You would

simply pay a tax equal to 11.1 percent of your self employment

Income, instead of 14 percent.

Senator Boren: Which is the same as I would pay now?

Mr. Weiss: It is sti'll somewhat higher than you would

pay -

Senator Boren: The oroblem I am thinking of is for the

Derson who is --

Mr. DeArment: The credits does not completely offset the

increase in taxes. it would partlially offset that, even 'for

the person with no income tax liability.

Senator Boren: Let's say I am a person who is paying

se, f employment tax and 7 7ae a t x b e i co e f r i c m a

purposes of ~100,000. That's person A. Person 3 -is someone

7vno owes liability under the sellf employment tax but who has

:-ero -ncome tax liab ili y this y ear.

pill to se two oeooile be -reanued the same i terms of the
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self employment tax under this proposal?

Mr. DeArment: That is correct. They would be treated the

same in terms of -their ability to get this relief.

Senator B__ore-n:. Get the relief for credit.

The Cha-'m-n: I there are no other questions in that

area, I know Senator Mitchell had a question he wanted to

raise about Federal judges which I failed to raise earlier.

Senator ?ryo~r: 1 have one brief question after Senator

Mitchell.

The Chairman: I think we will adjiourn after that~for lunch.

Senator Mi-itchell1: Mr. Chairman., reading the statement

which we are wo~rking- from now, the working document, it is

unclear whether Fe-der-al judges are included in the proposed

Finance Committee o-roDosal. It does not mention them although

they were included in action by the Ways and Means Committee.

My first question 1s, do we propose in the legislation

now before us to i.nclude Federal judges as did the Ways and

Means Committee or are they excluded?

Ms. Weaver-: They are included as new hires, when they

are newly hnired after 1983.

Senator Mitchell They are not mentioned in the Finance

Committee oroposal-,. That is the -reason for my first question.

Ms. Weaver: 'That is different fzrom the Ways and Means

Committee, which- 2ov-ered them on a current basis.

Senator :oI I: -ys. I understand t hat .
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Even beyond the question of new -hi-res though, the proposal

raises the orobem which.! think t"he Committee should consider,

we may be actin=- in a manner inconsistent really with our

national interest in terms of the effective utilization of

(the Judicial system.

The House bill includes in addition to making them -newe

hires, a provision that amends the Social Security Act so

that a retired Federal judge performing Judicial services

would be deemed to receive outside earnings in the amount of

'those wages. Under the law now, a Federal judge retires at

either age 65 or 70, -they are called -retired but they actually

continue to work and contribute significantly meeting the

backload of Federal cases. That is very common in the judiciary.

In that case, retired Federal Judges would not be entitled

to receive any Social Security benef~its between the ages of

65 and 70, if they,, perfPorm judicial duties.

The House bill, and also unclear "lo me but I guess we

are including it1- in our, bill, would amend the internal Revenue

Code to provide that ret-ired Federal judges performing judicial

services will be receiving wages subject to Social Security.

They are al-ready entitled to their' full pay. Under this

proposal, at least in the Ways and Means and I am not sure if

it is in ours, i they work, they w--,ould be deemed to be

rc e iv ing tha s w agpes su bj e ct toc S ocial S ec u riJty ta x.'That

mean ifl eff ct :at 'hey would be pay-ing the maximum a-mount
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in order to perform a service for which they are actually

receiving- no additional comrnensatioh, thereby creating a

significant disincentive to uti'lizing- the services of -Federal

judo-es in retired status. The effect will be a -far g-reater

cost to our nation because if we eliminated that service,

there would have to be an enormous increase in the num ber of

active Federal judges to take up that slack.

Ms. Weaver: That is not included in this package.

Senator Mitchell: She may have answered the *Question

already. We have taken care of that?

Ms. Weaver: We have not included those provisions to

alter the retirement earnings with regard to Federal judges

as the H-ouse did.

Senator Mitchell: We would leave it in the current status?

Ms. Weaver: That is "the way this bill would be drafted.

Senator Moynihan: We would consider their working after

the retirement age as volunteer work for which there is in

fact no compensation, snce 1n fact there is no compensation.

IDt=Ii L l'il- L II ~ _ _ - llt is te way Urley are t-reatead by

T. R.S. We are continuing- the current status so we a-re not

cauingthe problem with resoect to the disincentive for active

retilred judges?

Ms. Weaver: That is correct.

Senator Mitchell: Thank you.

Senator Moynihan: Liet's remember that in Co-ference.
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Ms. Weaver: That is not included in this package.

Senator Mitchell: She may have answered the Question

already. We have taken care of that?

Ms. Weaver: We have not included those provisions to

alter the retirement earnings with regard to Federal judges

as the J-1ouse did.

Senator Mitchell: We would leave it in the current status?

Ms. Weaver: That is "the way this bill would be drafted.

Senator Moynihan: We would consider their working after

the retirement age as volunteer work for which there is in

:act no compensation since in Iact there is no compensation.

C, 4- AM I MI- -

ID t= I i CL U Ul' ill-L LI U I I t:l _L _L .- Illut is the way Utley are t-reateld by

T.-R.S. We are continuino- the current status so we a-re not
the oroblem with respect to the disincen �ve for active

causing t4

retilred judges?

Ms. Weaver: That is correct.

Senator Mitchell: Thank you.

Senator Moynihan:' -Liet's remember that in Co-ference.
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The Chairman: Senator Pryor?

2 ~Senator Pryor: Mr. Chairman, I just have one question.

3 item 26 is a little bit troublesome to me. I think this

4 lang-uag-e -- T am not certain exactly how this was included.

5 "Nothing in this act shall reduce the accrued entitlements

Z 6 to future benefits under the federal retirement system of

7 current and retired Federal employees and their families."

8 The Chairman: That is Senator Moynihan's.

9 Senator Pryor: Is this Senator Moynihan's language?
z
0

10 What exactly does this mean?
z

1,, Senator Moynihan: This means it is a statement obviously

&5 12 of intention and it obviously cannot bind future Congresses,

13 but it is a statement that we have considered the present

14 arrangements, retirement arrangements of present Federal

215 employees as contracts to be met and to be kept.

16 Senator Pryor: T am just thinking' if I were a postman

17 somewhere and I read this, "nothing in this act..." that I

18 might infer from th-at that something el-se was about to come

19 down the track that may reduce benefits. I-do not know. Maybe

20 I amn reading too much into it.

21 The Chairman: think the problem was the question of

22 jurisdiction again.

23 Senator ?Pryo r: I just wondered if his was absolutely

24 I necessarv, to in-clude this.

25 Senator Mov~;ri-han: ItL is not absolutely necessary. I
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think it is desirable. It states our intentions and purposes.

Senator Pryor: I see. I think right now I probably

won't make a point- of it. The language was a little bit

worrisome.

Mr. DeArment: We did discuss this with the staff of

the appropriate subcommittee and committee of the Government

Affairs Committee and they were not troubled by the language.

We are aware of the other committee's jurisdiction and did not

want to tread on them.

Senator Pryor: I might reserve the right to come back

there a little later.

The Chairman: We can do that. Was there one other tax

change?

Mr. DeArment: There is currently some discussion of the

1403(b) area.

The Chairman: That is being discussed behind me. I think

they are doing prettUy well back there.

As I understand it, that is near resolution. I am going

to address that during the noon area. Is that true?

Senator Moynihan: That is my understanding, Mr. Chairman.

The Chairman: When we come back, and let's make it 2:00

p.m. since it is now 1:50 p.m., Senator Armstrong has asked

to be recogrnized.2

Senator 3radley: Mr. Chairman, I would then have two

amendments.
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The Chairman: I will recognize Senator Armstrong and

then Senator Bradley.

(Whereupon, at 12:50 p.m., the Committee recessed, to

reconvene this same.day, at 2:00 p.m.)
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2 4[L.0 0pm]

3 Senator Packwood: (pr e si d ing) All thcsze in favor of

4 reporting the hill, say aye.

5 ['A chorus of ayes]

6 [LauahtarI

7 Senator Packwood: Bob Dole called me from the floor and

8 asked if I would pres-idie while he is temporarily occupied on

9 another matter, which he may be temporarily occupie~d on for a

10 sijnifi::ant- len th of time. But I think we may have reached

11 agreemflnt on Section L403(b).

12 Rod, do you and Bich want to explain what I hope is the

13 agreement?

14 Mir. 15.elos.- Senator, T would be glad to. Ttem No. 15- as

15 it is in front of you 4ouile include all amounts deferred

16 under Section 1403(h), tax-defer-red annuity in the FICA base.

17 That wouli be revisedl to reflec-t th2 holdina of Revenue

18 Rulina 65-208. Thlat revenue -rulinq merely says that if there

19 2.s a salary reduction agresment11 and income is deferred under

20 that salary reduction agrezement, the amount defer-red vould

21 still be includable in the FICA base. That's all it does.

22 AnJ that would ceolace= th~e current position, which would

23 include in the 17TCA base all L'03(1b) annuity-de-ferred amounts.

24 cenator Yovnihanz r Ch.a i rm-ian.

25 Senator Packwood:; Senator voynihan.
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1 Senator voynihan: M~ay I say that I think this is an

2 important step we are taking. It is very important. S_~enat-or

3 Benson, who raiseall it yesterdayp brouzht it to our attention,

4and I thi~nk it wculd be well for the record -- and if T am.

5 misspeakinz, -_hcoe I will- be corrected -- that without

6 intending it, we were, fror example, going to include in the

7 FICA base the pension sums contributed by collec'es,

8 universities and other such institutions and their employees

9 under the Teachers' insurance and Annuity Procramn, which has

10 been in place nw for about 60 years and is one of -the most

11 important pension systems of its kind in the country.

12 It would affect in a very devastating way every college

13 and university in the country. These representatives of the

14 various TIrAA and the various colleges, universities and many

15 hospitals and places like this participate in this.

16 They have lived in perfect accord under Fevenue Rulina

17 6 5- 2 03 .That has been there for 18 years. They have had no

18 difficulty with it. And if cur leaislation leaves that, I

19 think it is our purpose to i;n effect. write Revenue Fuling

20 55-208 into t~his bill. Is that not correct?

21 Mr. Belos: That iJs correct, Senator.

22 Senatoc !oynih-an: That language is now being drafted.

23 T h o~ rinc4
__ e is agreed upon and understood .I hope the

24 commi-ttree :an aet that. I am sure the 7ommittee can. i

25 know the 'Cha-i:-;-n has done so, Senator Dole, and --
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1 ~Senator- Packwoodz think the com~mittee is ready to

2 acceuct it.

3 Sena-tor '!oynihanz I move its adoption.

4 Senator Pack-wood: Without Objection. I am nct sure how

5 mu::h thare iJs left that is that easy. We met earlier, as we

6 are operating on the whole bill, in accepting it, unless

7 someone wants to amend parts of it out. The part they want

8 to amend has some decree of controversy here and there, and I

9 am not sure Pat and i have any objections left to the bulk of

10 the 'bill.

1 1 Senator i~'oynihan: [Nodis ne-nativelvJ

12 Senator Packwood. Rod?

13 Mr. DeArmentz Senator Armstronc will be in shortly. Fe

14 has a number olf -amendments he wishes to raise, and there are

15 several other members in the back of the room here.

16 Senator Packwooi: in -a-irness to Pill, he does have a

17- great variety of amendrnents. YY hunch is he will not want to

18 present them, anJ they are serious amendments and well

19 thought cut, to just two -or three members, but if we can get

20 five or six here to listen -_ 7 would not want to vote on

21 them. I don't know which proxies B3ob has and I am not going

22 going to exercise his proxie, b-ut if- Fill can get enough of

23 as around to listen, we ::an. orrupy ourselves for an hour or

24 two ri doing his amenden~ets.

25 Senator l'o-nih~anz Do you mind if I' run urstazir s for a
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1 few minutes?

2 Senator Packwoodz On the Fudget Committee?

3 [HRecess.]

4 Senator Packwoodz The committee will come buack to- order.

5 Senatoc 1H2inz.

6 Senator Pe-inz: 'r. Chairman, thank you very ucuh.

7 One of the recommendations of the National Commission on

8 Social Security that was supported by a majority of t-he

9 Commission was that Social Serurity should be considered as

10 seParate from and should be separated from the unified

11 budget. What I would 'Like to do is get agreement~U on how to

12 -doi it.

13 There are two issues on how to do it. One to which we

14 must be sensitive is, if we actually put it into the bill

15 that we have be-foce us that we report, we would be guilty or

16 at least ble accused o-f being guilty oftea

17 else 's turf , thea Pudget Comm it-tee 's turf. Sc whatever it is

18 we agree upon, T Would li ke from the outset t-hat it b1e

19 under stood that -we would off-er iLt as a comm it tee amendment. on

20 the floor So that no one will accuse the Senate Finance

21 Committee of trespa-ssilng on the turf of the Budget Comrmittee

22 or some other commnit-tee.

23 L thi~nk that wouldJ probably be agreeable to everyone, M¶r.

24 Chairman.

25 S en -at o r? 7, o o i I etspeak for the Chairman, but it
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3 [-Recess.]

4 Senator Packwood; The Committee will come lulack t-- order.

5 Senatoc 1-2inz.

6 Senator Pe-inz: 'r- Chairman, thank you very Tuch.

7 One of the recommendations of the National Commission on

3 [-Recess.]

4 Senator Packwood; The Committee will come lulack t-- order.

5 Senatoc 1-2inz.

6 Senator Pe-inz: 'r- Chairman, thank you very Tuch.

7 One of the recommendations of the National Commission on

8 Social Securiti, that was supported by a majority of t-he

9 Commission was that Social SeCurity should he considered as

10 separate from an� should be separated from the unified

11 budget. What 1 would 'Like to do is get agreement- on how to

12 -d o i -I- .

13 There are two issues on how to do it. One to which we

14 must be sensitive is, if we actually put it into the bill

15 that we have 12e:Eoce us that we reDort, we wouli be guilty or

16 at least b'--e accused c-f beina guilty of trespassing on someone

17 else's turf, the `-u�get Committ-ee's turf. SC whatever it is

18 we auree upon, T Would like from the outset 4-hat it 'eL 11

19 understood that -we would offer JLt as a committee amendment on

20 the floor So thar no one will accuse the Senate Finance

21 Committee of trespa-ssilng on the turf of the Budget Corrmittee

22 or some other commit-tee.

23 L thi.n-k that woul-J� probably be agreeable to everyone, '.,Ir.

24 Chairman.

25 S en -3 t o c ?- a 7 ,< --i o o -1 I :---�n't speak for the Chairman, but it
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17 else 's turf , the Pu�get Committee 's turf SC whatever it is

18 we agree upon, T Would 1i ke from the outset 4-hat it '1-eL 11

19 under stood tha t -we would of -Eer JL t as a Comm it tee amendmenL. on

20 the floor So thar no one will accuse the Senate Finance

21 Committee of trespa-ssilng on the turf of the Budget Corrmittee

22 or some other commit-tee.

23 L thi.n-k that woul-J� probably be agreeable to everyone, Mr.

24 Chairman.

25 S en -3 t o c ?- a 7 ,< w o o -1 Ispeak for the Chairman, but it
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1 seems tc me we have no alternative if we are to avoid the

2 t u rf o-f t h 23ud,;et C-omm ittee.e

3 Senator Heinz: As to the specifics, there really are

4 three thinus that. I think we need to address. T he firs-

5 and this -is something the Fudcget Committee people, I know,

6 favor -- i4,s just as soon as possible, namely, effective

7 October 1, l19%, remove the operation For the OAST, DI, HI

8 and SMI trust funds from functions 550 and 600 of the budget

9 ani establish the combined operations of these trust fuinds as

10 a separate functio~n category.

11 I don't know of anyone who disagrees with that. Pearinc

12 no obJect.ion --

13 Senator Fackwood~ You are not talking about actually

14 taking them out Of' the unified blida at. You are talkina about

1 5 Jus t making a category.

1 6 Senator He:-inz,; The First thing we are doincm is putting

17 them in a separate category. That is the first thing. And

18 th!?n I have two other things.

19 T-he second proposition, which I believe is actually in

20 the descriction of the 'lgislation before us, is that

21 effective Dctober 1, 19~8 to e~xclude the cperation of the

22 QASI, DI and 9I trust funds from the budget of the Unite d

23 St-ates Gove2rnme:nt as submitted. by the President and f~rom the

24 congressional bud=zet.

25 Now, my un*jerstandinc i:s that is what is in our corpmittee
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1 Print. Bob, is that correct? is that what we have in the

2 print?

3 ?~r Žeyers. Yes, that is correct.

4 S7e n a t or f-n- The third Proposition -

5 Senator Armnstrong; I~s the second open for discussion?

6 Senator Heinzz Yes, bZut you might want to consider the

7 last twotthr

8 Senator Armstrong: Okay.

9 Senator Heinz-: They are separable, but I think you

1 0 particularly will want to consider them together. I we only

1 1 agreed to the second proposition, the one T just stated, we

1 2 would st-ill be subjecting, as T understand it, the Social

1 3 Security trust fund to the reconciliation process as I

1 4 understand the Budget Act.

15 Frankly, i do no not want to see the Old Age and

16 Survivors Procr-am or the Disabil-it-y Program subject to the

17 reconciliation, process. Otherwise, the exercise that we are

18 goina thro.-i-h to set the trust funis aPartL from the unified

19 budaet will really be an exercise in futility.

20 i think it is terribly -important that Congress look at

21 this program, look at it hard but not look at it on a

22 one-year, two-year or thre_-e-year basis and try to deal with

23 it Pziez~rinal. We 'Lave tried that before, and every timre we

24 have tried it, everyone has ibeen b-adly 'burned and we hav run

25 up aca in st the mos- ser ou s k in ds of ti4m e imits an d problem s.
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1 So we end up dealina with what we are dealing wit`Lh ttoday,

2 the Focia1 Security compromise from the Commisz7ion with very

3little margin in terms of time for error. So the nCxt. part

4 that I would propose is to exempt, effective O.ctober 1, 1%F8,

5 the Operation s of the 0OAST and DI trust funds from any

6 general budget limitation on expenditures or net lending

7 budget outlays imposed by the Congressional Budcet_+ and

8 Imooundment Control Act of 1974L ani from all other provisions

9 of the Act with the exception of Title 10 relatina to

10 impoundmpnt control

11 I1- is my undecstanding that would effec-tively free the

12 OA Si and DI programs from reconciliation. It would not,

13 bec-ause i ~iiv2 not included~ it, free the health insurance,

14 Hedicare, from reconc-iliation. t wouldn't free Hi or SHII.

15 Those are not. incl uded in the urorosition. I thiLnk those

16 have obviously unique problems. They are quite different in

17 m1any respects fErom Social Security. They are affected by a

18 lot Of forces -that have nothina %to do with the kinds of

1.9 f orces that ICdrive Soci al Se cur-ity.

20 F'or example, health care costs rise at a ra-te much more

21 capid t1-han the inc.rease of inflation aenerallv. Two an~d a

22 half times is what is expected -for the next 410 or 15 years.

243 That is on~; of the r=easons we have some of our problems in

24 the 4edicare P-rogram expected later this decade, because of

25 the unicue characteristics of it.
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that I would propose iS 'o exempt, eFfect4ve October 1,

5 t 'Le Operations of the 0"'ST and DI trust funds from any

6 general budget limitation on expenditures or net lending

7 budget outlays imposed by the Congressional Bu,-4-,--+- and

8 Imooundment Control Act of 1974 anl from all over provisions

9 Of the Act with the exception of Title 10 relatina to

10 impoundmpnt control

11 1- is my undecstanding that would effe--tively free the

12 OA Si and DI programs from reconciliation. It would not,

13 be--ause i �iiv2 not in=lude,� it, free the health insurance,

Tt14 Hedicare, from recorc-iliation. wouldn't free Hi or SHI.

15 Those are not. included in the urorosition. 17 th4Lnk those

16 have obviously unique problems. They are qu're different in

17 many respects -Erom Social Security. They are affected by a

18 lot of 1"o=es that have nothina %to do with the kinds of

1.9 forces that �rive Social Security.

20 Fsr example, health care costs rise at a r=-t-? much more

21 capid 11--han the in,.:rease of inflatior generally. Two and a

22 half times is what is expected -for the next '10 or 15 vears.

-43 That is on�;� of the r=_asons we have some of our problems in

24 the 4edicare P-rogram expected later this decade, because of

25 the unicue characteristics of it.
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1 So7 woulA4 !,ope the committee woulAd agree with this.

2 Obviously, not everycne is here, and any drecisions we make

3 will not- bind th2 zommittee at this points. I kno-d my friend

4 Bill Armst con a has 8a di-ff~e ren t Po int o-f view. W4e have talked

5 about t-his on many occasions. I respect his point of view.

6 aae-'ore T get in*- debate with him, I want tc check with

7 the staff t-o make sure that what I have Proposed indeed does

8 whit I propose it to lo.

9 Vr. DaArment: T think it does, Senator. It would have

10 that effect, of r;~movinc it from reconciliation, and the idea

ii of having a sieparate committee amendment would, if a point of

12 order is raised under the Budget Act, the Budget Act requires

13 that any amendment or bill which changes the bui-et process

14 must be reported out of the Fudget Committee. It is a

15 protection of the_ Budget Committee's j~urisiiction. That way

16 we can deal with that matter separately, and if that point of

17 orfer is raised,, it would not taint the entire bill.

18 I would call to the committee's attention the views of

19 Senator DomeniciL. He has writ-en to Senator Dole. He has a

20 l e tte r .As you miqht- imauine, he opposes this effort to

21 remove it from the unified budget.

22 Senator Packwocd. What ? I couldn 't hear you.

23 L'r. DeArmrent: He opposes thiis. I can have copies of the

24 lett er v ai_ L able tc the committee.

25 Senator Hiz Mr. Meyers, as you understand what the
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1 Commission recommended, not everycne was for it, admittedly,

2 would you agre that what the majority of the memb-ers of the

3 Commission acreed to was basically what I prcposed?

4 m~.~evers: Yes, I believe that* was the intent of the

5 majority of the National Commission that voted for this, to

6 remove it =ompletely from the budget process and -the

7 reconcilation process. In other words, have it be a

8 self-contained sort o-f social insurance system.

9 Senator Heinz7: We have some representatives of the

10 Social Security Administration. here. 'ar. Simmons, cculd you

11 tell. us how -the Social Security Administration would like to

12 see this handled?

13 Mr. Simnmonsz We looked at the recommendation of the

14 Commission, and we are making a preparation to do the kind of

15 study that is Lcomina out of the House side, the House bill

16 that would lock at the whole idea of remcving Social Security

17 as an agency -from the government and make it an independent

18 agency. On this issue, this we would view as a congression

19 prerociative. ',e were pleased with the House bill which makes

20 a separate di-splay so that the joint -:an be better made to

21 the taxpayer what is going on.

22 Whether or not You would take it out of reconcilation, I

23 don't know. You are talking about a third off -the national

24 budget, and -forever after the reco-d book would have

25 asterisks, why the bud'-et suridenlv shrank by a third after
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all those years.

You have some practical considerations like that. From

th? point :Df viaw of1 ;ublic confidence in the system,

displa-yinz it secarately reassures people the Nonev is not

beina used to -finance wars or whatever it s The are a

lot of myths about how the money is used, but from a

bookkeeping view or anything else, I don't think it has any

real impact whatsoever.

Senator Heinz: And as I understand it, you -feel it would

be healthie~r for the system and safer for the Focia! Security

System if Social Security were treated as an agency

independently, and secondly, that its accounts were treated

inlependently. TS that correct?1

Yr. Simmons: The least we would like to sefe would be the

accounts stown separately so that at some point in %the

budget, which is always a confusing document even to people

who pass on the budget, let alone those who live with it, if

that could be shown as a unit and all1 of those numbers up and

down and so forth are understood, whether or not it goes back

into reconc:iliat~ion, there is an issue that OM?-B would address

and, of course, the Budget Committees would address, and that

is not in our area cof expertise.

Senator Heinz: Now, one of the real concerns that I have

is that, assurmina we enact this lecislation so-met-ime in the

n 1ot too d4istant- future and that it ioes do the kind of job
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1 that we think it is going to do, the trust funds, the Old Ace

2 and Survivors and Disabilitv trust f unds, are acinc to build

3 up scme ver- considerafrie balances in the 19090s.

4 Y.r . Si1nm on.s That 's -correct.

5 Senator Heinz; If Social Security was part of tLhe the

6 unifiei budget, if we left things the way they were, would

7 you anticipate that Congress might be more tempted to expand

8 spending programs in other areas because the budget looked,

9 if you will, favorably balanceds

10 Mr. Simmons; T would never presume to guess what the

11 Congress would' do, but that has happened in the past.

12 Fenator Heinzz That has been my experience.

13 !r. Simmons: One of the things that I think displaying

14 it separately does is when all of these numbers are being

15 bandied about -in the press during the normal course of tha

16 budget cycle, if those numbers have to continually be

17 referr=ed to separately even though they are under the

18 reconciliation process, at least that would tone down some of

19 the idea that we are in a surplus now.

20 I am not -in e:7oncnmist, but the bottom line of the budget

21 argument is always how much are you taking out of *he economy

22 and how much~" are you spending back at it, and no matter how

23 you cut the cake, they are the same dollars coming from the

24 same Cocket.

25 Senator e: Those iollars won't chance, I agree with
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5 Senator Heinz; If Social Security was part of t-he the

6 unifiei bulget, if we left things the way they were, would

7 you anticipate that Congress might be more tempted to expand

8 spending programs in other areas because the budget looked,

9 if you will, favorably balanced's

10 Mr. Simmons; T would never presume to guess what the

11 Congress woul-', do, but that has happened in the past.

12 Fenator Heinzz That has been my experience.

13 !r. Simmons: One of the things that 1 think displaying

14 it separately does is when all of these numbers are being

15 bandied about -in the Press during the normal course of the

16 budget cycle, �f those numbers have tc continually be

17 referr=_1 to separ-tely even though they are under the

18 reconciliation process, at least that would tone down some of

19 the idea thar we are in a surplus now.

20 1 am not -in e:7onccmist, but the bottom line of zhe budget

21 argument is always how much are you taking out of the economy

22 and how mu::�"i are you spending back at it, and no matter how
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24 same Cooked.
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1 You, but it would seem to me unless we do separate the two

2 there will bne that tendency -or Congress to do what it so

3 often has done in the past, which is any time cur finances

4 seem to look ;oo~l in the budget presented, we have this

5tendency never to say no to bright- peo-ple with good ideas.

6 'The result is we tend to net a budaet that grows terribly

7 fast.

8 Senator Packwcod: Bill, any comments?

9 Senator Armstrong-. Mr. Chairman, is this before us for

10 discussion, for action? What is its status?

1 1 Seria tor Pa- i-kwoo i: It is bDefors us for discussion. W e

12 won't take any action today. We are not going to take any

13 action right now. I shouldn't say today. I don't know what

14 the Chairman's plans are.

15 Senator Armstrona; I don't want to belabor the point. I

1 6 Just want to bte sure I understand. I think I will wait till

17 Senator Heinz is free, and then I would 'like to answer one

18 question ]f~r cLa-rification.

19 T-f the Senator would yield to me, my understanding is you

20 have advocated both a separate= agency and a change in thbe

21 budgetting -function, but as I perceive the amendment now

22 before us, or at least that is being discussed, it only

23 rel1ates to tbe three budgetary issues you hav;; mentioned.

24 Senator ue-inz: That is correct.

25 S~enator .irmstrong: Is it your view, Senator, that this
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1 is within the Jurisdirtion of" the Senate Finance Committee?

2 Senator Heinz: I don'"t know if t'-e Senator heard me

3 earlier on this point. I believe in orde-r to avoid getting

4 into the busin'ess Of some othsr committee, we must_ hiandle

5 this as a committee amendment on the :Elcor. What T have

6 propose--I is whatever it is we agree to be handled as a

7 committee amendment so the entire Senate can address it now.

8 Senator Armst-rongz T did hear that. Y'y quecltion is does

9 the Senator believe it is within the -Jurisdiction of this

10 committee?

11 Senator Heinz: IL believe this is properly thl"e work of

12 the National Commission on Social Security, and the

13 Commission, on which we both served, did address this. And

14 as an advocate for the work of that Commission, it is my

15 belief we should handle it consistent with the Senate rules.

16 Now, the Senate rules would subject- me to a point of

17 orler if I attempted to ampnd 5.1 or Senate S.1 and retort

18 that to the floor, but I do think we are within our riaht-s.

19 This committee is within its rights %to -report a committee

20 amendment that can be discussed by the entire Senate

21 embody-ina our recommenndations.

22 Senator Armstrongz T am a 'Little lost. M'y question

23 wasn't really to that tut simply whether or not the question

24 of t-he di-splay of this in the budget, in the congressional

25 builget, the- handliin- of i t in. the uni-fied hudget submitted -by
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1 the Executive Rranch , and the third issue of the budaet

2 reconcilation pro,:edures, my question was whether that was

3 within the jurisdiction Of the -Finance Committee.

4 S en at-.o r ;He inz I think as members of the Finan~ce -- -thiis

5 is my a ns:w er t oth cS en at or. :" think as members of the

6 Finance Committee we are free to take whatever positions we

7 want. We are United States senators first. We hanpen to be

8 under -the organizational scheme of thincs members of the

9 Finance Committee.

10 WIhat I am proposino is as members of the Finance

11 Commit-tee, in ef~fect we take a- position on an issue, and that

12 issue is as I hav? ieszribed, and that as members of the

13 Finance Committee we raise that issue in the proper forum,

14. which is on the floor by way of a committee amendment.

15 T think that is perfectly proper.

16 Senator :Packwoodz Let me ask it another way if I can

17 becau5se I think IL see what Bill is drivina at. Clearly, I

18 think what John says is probably lMecally correct. Anyone can

1 9 of~fer anythiin'- thzey want on the Senate! floor. You are asking

20 for a resolution by this committee, and i don't- mean it in a

21 tezhnical sense with a capital "R," a resolution of this

22 issue, a vote within the committee, me'mbers iLndicatina that

23 if they support it or oppose it, it will not be in our bill,

24 it will not be in our conference rEopor:-. But you will then

25 o -ef f t o n t h e fc or .You may of±fer it even if the
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1Comnmittee i~oesn't go along with it, but you would like to

2 have the authority of the committee recommendation behind it.

3 Senator Heinzz I would indeed like to have it Offered as

4 a committee amendment with all of the support tblat tha t

5 implies.

6 Senator Armstrong: Mr. Chairmian, my desire is not to

7 "thwart the 'Senator's right to offer this on the floor, but I

8 do not think it. -may bp properly offered as a committee

9amendment. I direct the attention of the committe toth

10 standing rules of the Senate, Bule 15.5, and I quote. "It

11 shall not be in order to consider any proposed committee

12 amendment (other than a technical, zlerical or conforming

13 amendment) which contains any significant ;matter not within

14 the jurisdiction :)f the committee proposing such an

15 amendman-t."

16 Aside from the rule, that rule is miore than a mere

17 technicality, it is a common sense -procedure by which the

18 Senate manages it's business, and the issues which the Senator

19 as aisd, nd T do agree with at least one of the three

20 proposals hie has maie and I mihht agree to a second, but I

21 would not agree, partly because I am a member of the Budget

22 Comimittee but- more because I air a senator, that it is not

23 wise for the Senate Finance Comm-ittee to propose amendments

24 which deal with the Jurisdiction of cther committees, whether

25 it is the Puc!;qet Commit~t=e, a-s in -the =ase of this proposal,
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1 or the G'overnmnent Operations Committee, of which i also

2 haPoen. to be a -memnber', with respect to the breaking out. of

3 S-SA as a seoarate agency.

4 T-hose are bDoth. propositicns worthy of serious

5 consi;1eration, ~7ut i think not of a cOmmittee amen'dment of

6 t-his body. So my suggestion would be whatever action we

7 t-ake, it no-L only be separated from this bill but it not be

8 in the foc- of a 70ommittaEe ameniment.

9 Of course, the Senator would still be able to offer it on

10 the floor, but no, think, as a committee amendment.

11 Senator Heinzi I don't know how we resclve thatL

12 Parliamentary dispute in the Committee.

13 Senator Armstrong: it is no dispute. I the committee

14 wants to vote to submit a Tommittee amendment when it gets to

15 the floor, i somE~one chooses to mtake a point of order, the

16 point of order will be --

17 Senator Packwood: Sustained, i think.

18 Fenator Armst.r~ongz I believe it would be sustained. I

19 have explored the -matter witch the Parliamentarian with

20 respec-t to other similar -Issues, although I haven't ra-ised it

21 with rnesPect t_-o this one.

22 Senator Heinzz The Senator raises a qaood Point, an

23 interestina point and one I will do some research on. Thank

24 you -for ra:is-ing it.

25 Szenazoc Armstr-:~nr 'It, may be, I. say to the Senator, that
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1 it would be better service to the proposal to consider at

2 least introducing this measure and asking the Sudget

3 Committee~ to have a hearing on the budgietary portion of it,

4 and the 'cverment -nos Comnittee to hlave a hearino on tLhe

5 Government Ops portion of it.

6 Frankly, I sense there is a lot Of support- ffor~ this

7 proposal, and it is not my desire to frustrate th-e will of

8 the Senate by being overly insistent on the procedural rules

9 except to the extent it is necessary to give everyone a

10 chance to understand it and really decide they wart to do

11 it. IThen if theyv do, thatis 4 finez.

12 Senator Heinzz I think the Senator's points are well

13 taken. w ill check with the parliamentarian because it

14 obviously would not be productive for us to proceed with an

15 amendment t-hat -mi~ht be subjezt to a Point of order. That

16 would frustrate everyone, T am. sure.

17 Senator .Armstronaz T~he parliamentarian would like that.

18 Senator Heinz; The parliamentarian would enjoy that. It

19 helps pay his salary.

20 L et me ask staff if -they have checked any of this with

21 the Parliamentarian.

22 M1r. DeArment: Senator Heinz, we have explorepi similar

23 issues. One inr re~cent memory where this committee reported

24 out MatterS was in TEFRA. Senator Packwood remembers that

25 particular matter, that we reported out the spending portion
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1 unler the Aviation Trust Fund. There is a standing rule of

2 the Senate.

3 Senator Packwocdz That was under a peculiar arrangement,

4 however.

5 Mr. DeArment: Yes, it was a peculiar arrangement.

6 Senator Packw:oodh Where a majority of the Com~mercp

7 Committee agreed to let the Finance Committee do it. It

8 acquiesced ahead of time with a letter signed by a majority

9 of the committee.

10 M~r. DeArmsntz And in fact that committee amendment, I

11 believe, was never acted upon by the full 'Senate. The

12 parliamentarian is likely to rule that this violates, what is

13 it, Rule 23?

.14 Fenator Armst-rona: No, T believe it is 55.

15 Mr. DeArment; At any rate --

16 Senator Armastrona; 55.

17 D11r. DeArment: He is l-ikely to rule this is a matter

18 within the r2uu.7etL Commnittae's jurisdiition and must be

19 referred to the Budget Committee. That is the reason it

20 seemed wise to have it as a separate amendment rather than an

21 amendrient to the bill if the committee Chose to do it at all.

22 Senator Heinzz If it is a separate amendment reported by

23 the committee, is i-t subject to a point of order?

24 Mr-. DeArmentz Yes. As I understand it, any amendment or

25 bill.
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1 ~Senator weinz; Then What We can try to do is get a

2 sense, is have a sense of th1-e committee amendment which will

3 put the committee on record as to whether or not it supports

4 it. Ob-viously,-we don't want to do things that the committee

5 doesn't support. I would think that would be --

6 'Jr. DeArment; That would not have the same infirmity, a

7 sense of the committee resolution which could be attached to

8 the bill laying the groundwork for a floor amendment.

9 Senator ?ackwood: Jack, do you have a question?

10 Senator 07rassleyz Yes, "r. Chairman.

11 is it- possible under the motion put forward by the

12 Senator from Pennsylvania that it can be divided so we can

13 vote on renovinu Social Security from the unified budoet and

14 yet still have it subject to the reconcilation process? if

15 thaLt -is not possible, I would like to offer an amendment to

16 'the amendment to 'nake it possible.

17 Senator Heinzz [Nods affirmatively]

18 Senator Pack wood: He indicated it is severable and would

19 consider it, as I recall, but the process he is following --

20 you came in as we were talking -- is he asked us to present

21 whatever it is we present, whether you separate it or notL as

22 a committee amendment, not actually a part of the report by a

23 committee amendment to be offered on the floor so this bill

24 doesn 't cone out of the F'inar.-:- rommittee tramplina on the

25 jurisdiction of the Fudoet Committee.
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1 That is roughly where we are right now.

2 Senator '1rassley: Does that particular proce~ure here as

3 a committee amendment, then, preclude on the Senate floor

4 voting on t%-hem as separate issues?

5 Senator Heinz; No. I think they are severable at, any

6 point at any time, I say to my good friend.

7 Senator Grassley; I would like to speak in support that

8 they be divide! here so that we have a separate sense of the

9 Finance Committee on the separate issues, and I would like to

10 speak in support of removing it from the unified budget.

11 Rut the reason I am opposed to not having it separate

12 from the reconciliation process is because if this compromise

13 goes through as it came out of the Commission, then we still

14 have the possibility of interfund borrowing as one thing that

15 we ought to be able to address every year through the

16 reconciliation process, and secondly because of what is

17 referred to as normalized tax transfers, still somewhat of a

18 gimmick for seeing that aenieral revenue supports the system.

19 I think as lonc as we still have the security or the

20 soundness of our Social Security System based upon those two

21 things, then obviously there is plenty of reason to have it

22 subject to the reconciliation process.

23 Senator fe-inz: What I will do, then, I will offer, when

24 we get down to our real work, a sense of the committee

25 resolution that will zombine the first two elements, the
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1 separation into functions and the separation from the unified

2 budget. My second sense will be separating it from

3 reconciliation. That should give the Senator the kind of

4 divisicn he desires.

5 Senator Moynihanz- Will you yield for a ques-tion?

6 Senator Packwood: Senator Moynihan.

7 Senator !¶oynihianz He saii separate functicns.

8 Senator Heinz.- I say, Senator, we have not yet addressed

9 the issue of Social Security as an independent agency.

10 Senator Moynihanz But you will be getting to that, or we

11 will?

12 Senator Heinz; I think we can get. to it right now

13 because it is somethina you are very interested in and I am

14 interested in.

15 Senator Moyvnihana Fine.

16 Let's start, Mr. Chairman, may we?.

17 Senator Heinzz The Senator from n!ew York has expressed

18 an interest which I share in moving Social Security, the

19 Social Security Administration forward as an independent

20 agency. There are some problems associated with doing that

21 and it need not be something we should consider lightly.

22 But the Commission on page 71 of the Commission's report

23 did indicate that there were a considerable number of

24 advantages to having Social Security as a separate agency,

25 not the least of which is it has a large a budaet as any
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1 other agency in the Fede-ral Government, including the defense

2 bulget.

3 There -is also a feel-ing, I think, that making the agency

4 se-para te, separating it f`rcm HHS where it is now lodged,

5 vould enhancp the aerception that Social Security is indeed

6 independent of poli:tics, as well as some kind of

7 Machiavellian hu!7et oroceass, and that we c7oul-! inspi-re a

8 good deal more confidence in the program if we had it

9 separate.

10 What T would propose and what the Senator from Vew York

11 woul:! propose would be an impl.2_-mentati~on study which wculd be

12 completed ty January 1, 198'J. It wouli be zonducted by a

13 presidential commission of experts widely recoc'nized in the

14 field ofl government administration, social insurance and

15 labor relations, and it woul:! be anticipated that that

16 commission, following the Commission's recommendation, that

17 what it re:7ommenied would be in place by April- 1, 1984~.

18 would be happy to yield to my friend from New York,

19 with whoml I have worked very closely on this bill.

20 Senator voynihan: The Senator correctly characterizes

21 the Ta~jority view. I think it would be useful to point out

22 that, as the Senator from Pennsylvan-ia has said, we go

23 forward b.-ut' there is also a serse in which we would be going

24 back!ward because the z-ria~inal agency was an indep~endent

25 acency and wcrked -- Dr. Pleyers could prohably tell us, it
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1 was a good 16 years or so -- as an independent agency, was it

2 not ?

3 ~v-r. M.eyers; Yes, T think it was about that len-th of

4 time.

5 Senator M!cvnihani And it worked well. It ser-ved

6 everybodly's purposes. i think if' the committee can agree to

7 this Measure, the commission that we contemplate should

8 consider whether the health insurance should be included in

9 ths idepndet aenc aswel. I would be my assumotion

10 it should. Th any event, we will have to leaislat-e

11 eventually.

12 But it is t-he fact that this is a confidence-building

13 measure. T don't want to be in any way critical, but it

14 seems to me that as a branch and, up until now, a

15 not-very-sontroversial area of the Department of Health,

16 Education and !4elfare, the secretary of that body was always

17 doinca other things much more urgently.

18 We look up and we find that, very frankly, there seems to

19 be a managerial problem in Social Security that verges on the

20 critical. T Welc-ome Mr. Simmons' view on it. it is a

21 question of have you been. able to get the data processing

22 equipment youl nee-i- and have you had the maniagement resources

23 you need, which i think you would be more likely to gpt as an

24 indepenient a-ian~y than iJn someone alse?'s budget, and pretty

25 well in this r-ecard_ down the line of attention span.
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1 Would there be some comment? I think the administration

2 is probably not for this, but _7 think the point about the

3 management of the system is a real one.

4 MIr. Si-nmons; We 1o, of course, have incredible

5 manaaernent Prob-lems, and very few of them, we think, have to

6 do with our rolIationship with any-, cther agency. The biggest

7 problems we have are the years nothina was done about theim,

8 and we are in a crisis mode now, escecially in.-the computer

9 system.

10 The biggest problem would be i~f we are goina to do a

11 study -- :anl we are ioing a study. Th'e House bill calls for

12 this also. It does not call for implementation right away,

13 though. The biggest problem, obviously, will be less in the

14 bureaucratic aspects than in the overlapoina programs that we

15 run that affect others.

16 For example, in Social Security we now have the welfare

17 procram, SS51 and '-FDC. We ?v-n have the refugee programs and

18 all of these groarams relayed across town to another agency

19 withII another pro)gram like M4edizare ani M!edicaid.

20 Senatcr M!oynihan: Right.

21 Mr. Simmons% So if You were to create a separate agency,

22 you are talking about either a wholly income maintenance

23 oparateo, agency or an agency that wouliJ still have to have

24 very strong bureaucratic and line ties wi-th other agencier;

25 w hi ch have -:ht-! a t he r p r og ra -is .

ALDERSON REPORTING COMPANY, INC.

'100 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (202) 554-2345

13 though. The biggest problem, obviously, will he less in the

14 bureaucratic aspects than in the overlapping programs that we

15 run that affect others.

16 For example, in Social Security we now have the welfare

1 7 program, SS-1 and '-FDC. We ?v-n have the refuaee proz-rams and

18 all of these proarams relayed across town to another agency

19 wit-III another pr:)gram like Medizare anl Medicaid.

20 Senatcr �ovnihan: Right.

21 Mr. Simmons% So if You were to create a separate agency,

22 you are talking about either a wholly income maintenance

23 oparat-2,d agency or ar agency that wDu_'J still have to have

24 very s+-ro, bureaucratic and 1-ne ties wi-th other agencies;

25 w h i ch Ia v -2 t- !� at h e r p r o g r. a -, s .

ALDERSON REPORTING COMPANY, INC.

-400 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (202) 554-2345



10 4

1 Senator ~fovnihan: Which is what a goo! study should be

2 desioned to do.

3 '1r. Simmons: it would be a major undertaking, and I

4 u3 -aes t th at i f t-his wpre to boe done with an eye :-o

5 implementing this three months after something is Produced bV

6 a Commission -- I think I heard those dates go by -- it would

7 be January you de~ided to 'Ic it., and in April you do it.* You

8 can't even -lire a GS-115 in three months.

9 Senator M!oynihanz -you can't fire a GS-1~ period,

10 although that is not under oath.

11 [Taughterl

12 Mr. Simmrons: To =arry it out, as the actuaries say, on

13 the average over time you can't fire anyone in government.

14 But I would 'Like to see practical deadlines put on something

15 'Like that.

16 Senator Heinzz W4hat would be practi cal?

17 Hr. Simmonsz T am tL hinking, assuming you are talking

18 here about pro~rams that are probably UO percent of the

19 national budget, wouid think if you are goin'q to do a blue

20 cibbon study, the study would be a relatively easy thing to

21 do, but the implementation -- you have to a~o throug~h all Of

22 the committees ofE Congress, for example.

23 They would want to have hearings and talk about the

24 implications Of this and all- of this because we report to

25 aiqht or nine z~omnitt-aes on both sides of the ?Hill. SO you
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1 have a lot of practical considerations like that, and I would

2 think from a practi.;:cal point of view the decisicn geriod --

3 Senator H~einz: Would a year be sufficient?7

4 "'r. Simmons.- Probably a year in order to nake sure that

5 decisions made by the Congress during that time are feasible.

6 Senator Moynihan. Then we Just change the languace to

7 January 1, 1985.

8 Senator Packwood; Further comment?

9 [No responsel

10 Senator Packwoodz Let me tell you what I have asked. I

11 have asked to see if we can aet Bob back f-rc- the fl1ocr, if

12 we can lay aside withholding for a while. We ha;ve numerous

13 other issues on the jobs bill we could take up, and there are

14 clearly enough people around here to do business today.

15 i wouli just is soon and I think the Chairman would just

16 as soon gco as far as we can tonight if we c-an. WVe have been

17 operating on a catch-as-catch-can basis with peopple coiming

18 anJ going. Senator Boren and Bradley are both prepared to

19 come back i~f necessary.

20 So I have aSkaed for the moment for my sta-ff to call both

21 Bob and Howard and say can we get an agreement, to lay, aside

22 withholding, prejudice no one's interest, cc on to some other

23 amendments and see if we can't' do some other work h'ere. i

24 am, :rankly, reluctant, although we are allowed to vote with

25 seven, re~,uc-_ant tz- hF ye a buch of 5-5- or 3-LI votes, leaving
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1 the record open, everyone else can vote, and have to reargue

2 and undo what we have already done.

3 Why don't we take about a five-minute break while we are

4 making this Phcne call tc see if we can get hi'm back.

5 [Recess]

6 Senator Packwocd: Let me make an announcement, if i can.

7 The Senate has r2=asse'd until 10zC0 tomorrow. I suspect the

8 Chairman will bZe over soon and we are in a position to meet

9 for a su~bstantial number of hours and finish this thi

10 even-inz, I hope, although I cannot speak for him. The Senate

11 has gone out, so we will not be occupied on the floor.

12 [Recess]

13 Senator Packwood: The committee will come to order,

14 please.

15 What we would like to do until- Bob cets here is listen to

16 Sheila t-alk, if wze might, to prospective reimbursement

17 because now with the Se-nate re=cessed, there is a possibility

18 we can finish, and this is one of tLhe issues we must -face.

19 So Shei~li, if you couli srirt with the explanation. Let me

20 call the me-mbers who are here.

21 14s. Burkez Senator, you should have in front of you a

22 document entitled *'Explanation Of the Admini-stration's

23 Hospit-al Prospect--ive Payment Syvstem."

24 Senator ?-ackwo-od; Yes, printeri in tbold type.

25 Vs. Rurkpz You should have enclosed in that document- an
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1 additional document entitled, "The House Ways. and 'ieans

2 Committ-ee Decisions" on that same piece of legislation.

3 Senator Packwood; That is correct.

4 Ys . F u : k - That follows numerically the document

5 presentina both the administration's proposals, and enclosed

6 -and attachal are the staff" rerommendations on each. of these

7 items. So as we qo down, you will be able to determine what

8 Ways and means has done with respect to those same

9 provisions.

10 Senator Packwood: Where are the staff recommendations?

11 !s. Furke: On the far right-hand side, Senatcr, under

1 2 "Recommendations."

13 Senator Packwood: All right, thank you.

14 1Ms. Burke; The proposal that was presented to the

15 committee by the administration and introduced is a proposal

1 6 that is desianed to mlove from the current cost-based

1 7 reimbursement system under M!elirar? to a system --

18 Senator Packwood: Let me interrupt again. I am still

19 confused. Ln the column on the rioht-hand side wdhere you

20 have summary on the left, on the right it says "Similar to

21 administration proposal.TM Is that the staff recommendation

22 column?

23 ~- s. Eur-ke: Yes, sir, it is .

24 Senator Packwood: Thank you.

25 Mis. !?urkez The first column is the issue. ';e have
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1 broken them down to major issues. The second column is

2 current law as identified. The third is a description of the

3 administration proposal. The fourth column, t-he one to the

4 far ri~aht, are the staff recommendations.

5 Senator Packwood; I am con fused.. i have oniv two

6 columns.- All right. You mean in the big chart.

7 MIs. Purke.- Yes, sir.

8 Senator Packwood: What about this sheet in here?

9 'es. Burke: That item should be ijent-ified- as being7 the

10 Ways and ~!eans Committee's decisions, and. those are in the

11 same crier as those contained in the book.

12 Senator Packwoodz All right, thank you.

13 Ms. Burke: As i indic-ated, the proposal in general is

14 designed to move us from a system of cost-based reimbursement

15 for dedicare tc one of prospectively established rates, using

16 a system referred to as a DFG system, which establishes rates

17 that represent different liiacnosis-related aroups for patient

18 care.

19 The first item on -page 2, prospective payment amount, is

20 that which basically indicates that the Secretary would be

21 required to determine a prospective payment amount for each

22 hospital lischarg;?, anJ those iisctiar-.7s would be cateaorized

23 into 4~67 groups which. take into consideration the diaanosis

24 and the care provided to that particula-r individual.

25 We would recommend acceptance of that part-icular
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1 proposal, as did the TRays and A-4eans Comm'ittee.

2 In adlition to the administration's proposal, we would

3 also suggest a particular item having to do with those

4 services that are traditionally prcviled in hospital that are

5 sometimes undeIr limited. circumstances provided on a contract

6 basis with an outside provider.

7 Under It-hose circumstances, n'edicare would pay for those

8 services unier Part B, commonly known as the physician side

9 of the program. A good example of this would be the Mayo

10 Clinic that has a hospital it contracts with to provide

11 services.

12 We would from this point forward prohibit under Part B of

13 Medicare -- that is, the physician's side of the program -

14 billings for services provided to in-patients, with the

15 exception of tlhosa limited ciJrc~umstan=9s that the Secretary

16 identifies where it would cause particular difficulty to an

17 institution.

18 Tn those cases we would recommend that the Secretary be

19 granted ;authority to waive the general rules, the prohibition

20 on payment unier Part B for the period of time of the

21 transition in this piece of legislation, which is three

22 years, and to make arrangements fcr those institutions which

23 accommodate their needs.

24 WJe wculd also suacest that if such a waiver were granted

25 to an institution -- for example, the mayo Clinic -- at the
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1 end of the three-Year transition, the Secretary would be able

2 to provide for such method of: payment under Part A, that is,

3 the hospi~tal side, as is appropriate -iven the orcanization

4 structure.

5 On pageL4, Item number 2, the DRG' national standard

6 rate. Under the administration's proposal, the Secreatary

7 would be required to determine a national standard rate per

8 discharge, that is, a nationwide rate for each of the

9 discharged. That rate wculd be basically the product of the

10 stand~ard co)st level for that discharge and a weighting factor

11 as the Secretary Determined to be appropriate.

12 We would accept the administration's proposal to develop

13 a nationwide standard cost per case by DP.G, and in addition

14 require an establishment of a separate urban and a rural

15 standard rate on each of those DRgs, both nationally and on a

16 'regional basis, and that regional bas-is would be based upon

17 four regions in the country.

18 You will note if you are following the Ways and 7ieans,

19 they chose to establish nine regions. We would suggest using

20 four regions, so you would have a national rate, both urban

21 and rural, you would have a rate by region, both urban and

22 rural.

23 Item number 31 provides for a wage adjustment to each of

24 those rates, taking into consideration the different wage

25 patterns throughout the country. We wculd accept the
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1 adinintration's Proposal to moAfify with a national average

2 rate fcr discharge adjusted for area differences in hospital

3 wage levels, and also usinga a regional wage difference

4 because we are establi-shing, as irndicate!, bcth national

5 rates and reaoional rates.

6 I-teM number 4 on page 6 of the booklet is the

7 establishment of the in-itial payment level. Under the

8 administraticn's proposal, the national rate for each of

9 th=ese lia~inostic -roups would be derived -from Medicare's

10 historical cost data. That would be true aisc under the

11 staff proposal.

12 We wouid, however, suggest again that there is a

13 recognit-ion of urban and rural, regional and national

14 standard rates, de~rived', again, from historical "Iedicare cost

15 data. Tn terms of updating that information to account for

16 increases in industry--wide costs, the administration would

17 suggest simply updating by a factor Of market basket, that

18 is, the amount that represents_ the costs of goods and

19 services that institutions have to purchase.

20 We would recommend using the market basket plus one

21 percent, which. is what is currently contained in the TEFFA

22 provisions agreal to las-t- year:.

23 Item numberc p~rovides for an annual adjustment that

24 would be made to the rates to acain accommodate the

25 increasing c-os'ts orf goods and services purchased hby
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1 intjtuionto provide services. W4e would amend the

2 administration's Pcrposal again to provide that the update

3 would be a market hbasket plus 1 percent.

4 ~ ' rates net for subsequent years, those afft-er 1985, we

5 would leav? it to the 3=ecretacy to establish a leve-

6 necessary to provide -for adeouate compensation for efficient

7 na I e fZEcti..&ve delivery of medically appropriate and necessary

8 care of~ high cuality.

9 We would al!so recommend the establishment of a commission

10 of experts to assist the S-cretary in -making decisions wi~th

11 resprect- to future years and how you might update the rates

12 that would bhe paid under a~ DFBG system, again taking into

13 consideration all of the items necessary to provile care, the

14 kinds of changes in technology and the quality Of care needs

15 u n der those? par.ticular DP--s.

16 We recommend that the Secretary publish those rates

17 annually and t-hat -the commission that is established report1k

18 to the Con-,ress and to the Secretary by Aor-il 1 of each year

19 on the adequacy of the payment rates established 1-y the

20 Sec7retiry and with sugaestions as to c7hanqres -in those rates

21 on a y-?ar-to-year basis.

22 'The commission, as is notead, in making its

23 recommendations would :again take into consideration -thle

24 market- Dasket of ZerviLces, the productivity of technological

25 c~-_naes in recent years witha resp-ect to those serv4~ces, and
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1 takina into consideration the quality and skill level of

2 professional nursing services provided in institutions to

3 maintain the qualitY of 7are to those individuals provided

4 services in those ijnstitutions.

5 Item number 6 on page S refers to the recalitration of

6 those rates. That is lesi-gned to taJ~e into consideration the

7 different weighting in establish-ing the nR~s. The principles

8 of DlP:'s is to 2stabiish a rate which takes into consideration

9 the different types of services and the costs of those

10 services provided to any one type of diagnosis. That is done

11 by looking at an average and then increaszing or decreasing

12 the weight of that particular T)RG given the intensity of the

13 services.

14 Clearly, over time you nay wish to look at the DRPCs

15 differently because of changes in the way of delivering care,

16 changes in technology and treatment patterns, the kinds of

17 services that are provided to a DRG or within a DRG. 7 e

18 would recommerd that the Secretary be required to adjust the

1 9 DRG payment rates as more informiation becomes available and

20 at least every -Five years should be required to review the

21 DRC's and re-quired, to review them in the :context of the kinds

22 of services andd resources used in those DFGs.

23 Again, the~ :onmisssion that would h established would

24 work with the E-ecretarv in establishina +-hcse kindis of

25 changes and theI = kinds of evaluation necessary to update those
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1 D ?DGS .

2 Sen.ator Moynihan; May _1 ask, Yr. Chairman, tc ask ms.

3 Burke, just Out Of: curiosi-tY, how many DIEC's are there?

4 ~ .Bre There are Lu57 currently, Senator.

5 Senator '41oyniJh-a-n 4

6 Ms. - u rk e ;Yes, sir.

7 Senator Moynihan; Thank you.

8 4s. 2ur-ke; item number 7 on page 8 deals with those

9 cases that are unusual and are referred to as either atypical

10 cases or outliers. That basically is a case that w~ould fall

11 outsid~e the r~nl? Of the DIRC and w~ould b0e considered to be

12 particu-,larly costly or have a longear length of stay than is

13 Considered average.

14 The Secretary und er the? aduministr3tion's prcposal would

15 be authorized to provide for additional payment amounts for

16 tho,:se 7asens whi:7h arse extraordinarily ccs-tl y to t 1-re a t

17 relative to other cases wi thin that same aroup. The

18 Secretary's Proo-osal Providss for that adjustment to be made

19 in the event tlhe length of st-y for that individual exceeds

20 by 30 or more days the averace length of stay for that

21 parti c- Ia r

22 Tbe staff would r-ecommend an adjustment to that provision

23 and wculd require that tfle:- Secretary, rather than simply be

24 authOriJZ-=- to, be requirel to provide additional rayments for

25 the= so-calILe out'iers.
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tWe would also require th~at the Secretary in viewina

outliers would take into consideration not only the mean

length of stay by some fixed number of days but also take

into consiiLarat-ion th2 ::ost of that p~artlicular case within a

DF..'- and the extent to which it exceeds the average cost -for

that DIRG.

We have sucgested that they look at discharges that
exceed the mean length of stay or look at a certain number of
standard deviations from the mean. So it will either be a

fixed numbar of days - for example, the administration's

30-day recommendation - or some amount beyond that

particular mean length of stay Per DHC in addition to a

SPfeciFiC :zost.
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1 Senato~r !vovnihanz -lay I interrupt?

2 W.s. Bur'Ke: Y es, Sir.

3 Senator Yoynih-ani You will just Collect your data and

4 Calculate what thle standard deviation is.

5 M!s. _Zucke: Ys, sr

6 5enator 'fcynihanz And Just do that administrativ~ely.

7 ms. Eurke: Yes, sir. There would be an am~ount

8 astablishei for each DRG. We were looking, for example, to

9 two standard deviations from the mean or a specifi~c day

10 number be 3n the average, sc the Secretary could look at

11 either of tbose in t-er-ms of measuring wtiizh zase wouli be

12 particularly unusual or be considered an outlier.

13 Senator ŽYoynitan; He can choose either two standard

14 deviations 'from the mean or he can choose a number ofE days.

15 M's. Burke: They would look at both of t-hose -- a

16 specific number of. days or a speci;;fic standard deviat-ion --

17 and would use whiche-ver is less.

18 57nator voynihan: And it is two standard deviations?

19 Mis. Fucke; That is what we haf suggested. We are

20 looking at- what that wculd do in terms of the cost. if you

21 will note, on item C it indicates that resulting from this

22 policy we want to make sure that not less than 5 percent nor

23 more than 5 percent of: total Ye-dicare payments to hospitals

24 be us=-' by outliers. zBo within the context of that amounts of

25 money we wouLd_ see what standard deviatioms made sense and
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1 what limits made sense.

2 Put effectively, at least 5 and not more than percent

3 of M~edicare's cases would be considered, or cost in terms of

4 'ca se.

5 item number 8 on page 10 deals with capital expenses.

6 Under current law Medicare reimburses hospitals for the

7 reasonable cost of rapital, which in'clude depreciation,

8 interest, rent. in addition, proprietary hospitals currently

9 rereive a return on a4 net equity.

10 The Secretary, as I ine ic-ate, under current law simply

11 pays this amount. It is considered a passthrough. Under the

12 administration's oroposal, caoital costs would continue to be

13 reimbursed on a reasonable cost basis, and the return on

14 equity would continue to be paid as it is under the current

15 system.

16 We wdould recommend accepting the administration's

17 proposal exrept that we would make capital specifically

18 excluded fr-om the prospective payment proposal and embre

1 9 on a reasonable cost basis.

20 In addition, we would require the Secretary to study and

21 report back to the Congress by no later than 18 months from

22 the day of enactment specific legislative recommendations for

23 including capital and related costs such as the return on net

24 equity undear a prcszective payment system.

25 We also indicate as of October 1st, 19?6, capital costs
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will no longer be excluded.

Itern aumber 9 deais with medical education ex-enses.

The Chairman: Are there any items in disagreement?

M.sS. B~U r k e ~Sir.

The C ha i r m r= Are the-re any items in disagreement:?

Ms.* 9urke: Not yet, sir.

The Chairman: Are any comning?

!ws. Burke; I suspect there may be some, sir.

The Chairman.; Why do we not move on to those? I dc not

want to not go through it. But T want- to thank zenator

Packwood and othecs for .movinj along as you have. And I do

not want to burden anmy of the members, but Senator Baker

would like very much :for us to try to complete action on this

bill today so that we might have it available. And T know T

am not certa-in.

Fava you offered Your amendment, 2lill?

Senator Armst-rona: (N'ods negatively.)

The Chairman.; We have a 'Lot of amendments to deal with,

and T know Senator Armstrona, Senator Grassley and others

have some. If there are questicns on the .'elicare, we should

obviously address those; but I know the staff has been

workiana with other members, and if there is no disagreement

-- T. am not certain everyone in the audience would agree, but

if there -is no staff disagreement, and T have gone over that.

r-7;a-s it hanae! since our m!etinc last niah-t at 9:CO?
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1 NIs. Burke.; N0, Sir. We have tried to accommodate as

2 many of the suggestions as were brouqht to us todav, and we

3 believe there are only remaining issues we 3re- aware of that

4 we were not able- to r~solve.

5 The Chairmian. Why do we not move to those?

6 Senator Heinz; Mr. Chairman,j. have maybe as many as two

7 of their, maybe not. T do not know. One we-were discussing

8 with -the staff would be an amendment that would allow MJHS to

9 retroactively deny payment to the admitting physician if a

10 hospital is denicii payment b0ecause the admission was, not

11 determined by the review authority to be no: medically

12 necessary.

13 Do you have any problem with that, Sheila?

14 Ms. Burke. !y understanding of the proposal is an

15- adjustment would be made in a physizi~n's reibursement if an

16 admission to an institution was denied for that particular

17 case.

18 Senator Heinz: Right.

19 'es. F3urkei in talking with the admninistration, it is our

20 understandinz that in S-ome cases that does take place

21 currently. Wq understand with respect to surgeon fees, for

22 examle, tht hias taken place.

23 There has been difficulty. We h ad , a s a ma t ter of f ac t,

24 inlicated in interes in doing, the same thina and think it

25 makes good sense. The concern was the ability of the
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1 administration or the carrier, the individual who zays the

2bills, to determine which Part of the physician's bill would

3 be at stake. -In many cases the majority of the denials are

4 on the -b-a-ss f:U days Df :-are rather than the czntire

5 admission. SC; it is a q-uestion as to whether it would be the

6 physician'-s visit on that particular day or the Physician's

7 services in tota', to that individual patient.

8 What we would like to sugoest is asking the

9 administratiOn to report back to us with some specific

10 recommendations as to how, in the cacas where Medica re Part A

11 payment is denied to a hospital, the related PFart P payment

12 for the aimit-ting- Physician would also be fenied, and to

13 basically work back with us in trying to establish such a

14 system.

15 Senator Hei:!nz: Does the administration have the

16 authority to retroactively deny such payments right flow if

17 they wantei to, if theY felt they could do it?

18 Ms. Burke; ly understanding, Senator, from discussions

19 with tchem this mornin7 -- and they are not in the room at

20 this .moment, so -C would double check that -- was that they

21 believed they d1o 1have that authority.

22 Senator E-einz; 'hey tdo?

23 'I--. 3qucke; They 4-c That is our understanding.

24 Senator Hein7z: That would be fine, Sheila. I understand

25 that in t-erms of -the second amendment on 2?monstration.
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1 projects that has been included.

2 M!s. B3urke; That has been included in the Pack~age, Sir.

3 Senator Heinz: Thank you, Mr. Chairman.

4 Thle -hairman-z Senator Loing.

5 Senator Long: I am very concerned abcut this proposal,

6 and I really feel that and I wouli hope that we could strike

7 this proposal from the H'ouse bill and postpone conrideration

8 until we know a lot more about it.

9 Let me tell you the reasons I am very worried about

10 this. I't Sounded very good to me during the administration's

11 testimony, but since that time? I have learnad more about it,

12 and, it- has caused me to have real concern.

13 TS this not correct, Mis. Burke, that this is not expected

14 to save any mcney for the program? It is supposed to cost

15 about t7he same thing as the existing program. Is that

16 zorrect or not?

17 Ms. Eurke; That is correct. It is neutral under the

18 budget.

19 Senator Long: Let me tell you what my situation is in

20 Louisiana. As I understan-! it, Louisiana is in the area

21 where we would expect to cet overall a substantial increase

22 in the amount of money available because we have lower costs

23 thtin averaqze, so we wouli be teneficiaries under +-his. But

24 und~er the proposal, 33 Percent of our hospitals would be

25 losers, and they would lose about- 21 percent of r-eimbursement.
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1 Now, if I could be sure that in doing this those will be

2 the ones who ouzohrt to be losing money, I would fee].

3 iiffersently about it. But -just yesterday it came to my

4 attention some hospitals which i do not think cuoht_ to be

5 losing money and whilch will be by very substantial amounts.

6 Some people caime to me from Houston, Texas.

7 Now, why would I 'be a friend of Houston, because

8 Louisiana iospitals do not have the information to know what

9 they are go-inq to lose and what they are aoing to make. But

10 here come, these people to talk to us just yesterdIay from a

11 malor Houston hospital, including what I think is probably

12 the best hospital in the area, the Meth~odist- Hospital there.

13 That is a -magnificent hospit-al, probably the best in cancer

14 in the United States.

15 And they explained to me that they are going to have a

16 major cut in the amount of money the zeceive in those

17 hospitals, anywhere -from 16, to $10 million per hospital.

18 tried to understand, why. They said it was tecause they are

19 put in this hia area, and they are then required to live with

20 the same reimbur-sement per case of Jis~har~e as are the other

21 hosp&itals in the area.

22 For example, take 'etihodist Hospital therp. They are

23 qualified to Provide a superior service. They are quali-fied

24 to take the very hi-h isk cases. So much So T know of

25 celatives who want the~re Just. because they Lad~ a very h-igh
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1 risk case and -received very good treatment.

2 Put by beinyz held to the same kind of stand~ards as others

3 who have nothing, like the staffing, the qualifications or

4 eq~uipment, they would he reiLmhursed at much lesser rates than

5 they are at th- present , which would cost them 3 ton Of money.

6 ~Pao less a p~erson than John Connally, who T thnki

7 respected in thi;s committee on both sides - he served with

8 distinction as Secretary of the Treasury - called me about

9 this on the telephone yesterday. He asked me to talk tc

10 those people, =nd4 he Pointed out that they would be bar-red

11 under this amendment from takinc these cases and addi-a

12 something extra. You couldn't do it. under the amendment.

13 You would lose all of the reimbursement, or else if you get

14 any at all; so that in their case you would have to amend the

15 bill to take czare -of them.

16 A~nd that same problem mi~ght apply to some of the

17 outstan~iiri hospitals in Louisiana, but that is just the

18 beginning of the problem. Look at all of these other

19 hospitals that will b cut an average of 21 percent. How am

20 I to know that the case for cutting those hospitals is any

21 better thar the case for cutting 'e-thodist Hospital in

22 Houston, Texas?

23 It se~?ms to me if we are going to act in this area, it

24 would be better if- we can take -enough time so that all ofL the

25 people in these various. hospitals around the country can see
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1 why they would be cut and what they would have to do to try

2 to o.:'ffset it, so theyi could at least appeal to us before we

3 get into this :hina- rather than after.

4 As it st.anL's now, the Lcuisiana hospitals are not

5 ad-mquately in~o-_F-_i: to tell Te what -this would ~o to tclse

6 who ar=s losina money and what they might- be able to do about

7 it. "'eanwhile, if those who are theoretically the most

8 efficient Hospitals are given a big increase, that would be

9 fine. But my impression as a legislator is if I do an

10 injustice to one fellow, the fact t-hat I benefit two others

11 does not offset the fact that tI-hat one person was bad!ly

12 treated.

13 That isz why it seems to me that we really need to take

14 enouch time so that all of the people out there could be

15 informied what. this means to their hospital, and then they

16 could let us ',now what their reaction is. For examole, the

17 only case I know specifically that will get cut is an EEA. I

18 think *4e c:)u1J norrect that by amegndment-, but how about all

19 of the -rest of them?

20 .s. 3urke. If T might, Sernatcr, the issue you raise

21 about the treatment of different institutions under the rate,

22 in the lonr, run the proposal is designed to pay a single

23 price pner zservice. Inher.-?nt in that --re a numter of

24 ad-just~nentS which tak-e into consideration a nu~mber off issues,

25 the -fi-s :-F which is a teachinc, investment. 'rhat
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1 accommodates t-he additional cost t'eaching insititutions will

2 bear as a result of their teaching activities.

3 The first is the indirect costs of things that result

4 because there ar-e interns and residents and nursing students

5 -in an institution. They order extra tests, for7 exanole. The

6 teachiag ai~justment provided in this bill will be double what

7 it is under current law so that those teaching costs will be

8 passed through, both direct and iniiraot-.

9 Senator lTona: The people I talked to yesterday, you

10 know, -?re as well adivised as anybody. John Connally, former

11 Secretary of the Treasury, is one of their lawyers. Those

12 are the kind of people who find out what the law is we -are

13 talkinq about. They Jc not just come flying up to Washington

14 to find cut what the bill is. They find out before they come.

15 And those L6eoole tell me about their situation anA that

16 that teaching thing will not cure it. Now they can show me

17 how the bill could be amended to take care of that

ia situation. Then 1 look down here. Here is N~ew Orleans

19 Hospital. That loses $.2.9 million. They have not been here,

20 but $2.9 million is a substantial amount Of: money.

21 What i am saying is while I think we could, if the

22 com mitt-*ee wanted to, fashion an amencdment to take care of

23 these two or three hospitals, how about these -other 33

24 percent where they do not lknow whet is going to happen to

25 them? AInd I do not kn~ow, and I do not see how we can be in a
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1 position to jud_,e whet-her we are justified in doina this

2 unless we have t-h- infocmation.

3 I wouli be very pleased to see some efficient hospital

4wvith whom7 a.m familiiar -et a big increase, but I a

5 concerned about those people who wi11 get cut, if a lot of

6 them really would have a good case aca-inst being cut.

7 low', how can you satisfy me about that when they do not

8 know what is doing to happen to them and I do not either?

9 What would cet cut?

10 m!s. Furke; In part, Senator, cne of the reasons we

11 provilz for a transition, you will recall the

12 adminis-tration 's proposal implements the prospectiAve payment

13 system as o October 1 of this year-. This particular

14 proposil r~commnenjad by the staff provides for a three-year

15 phase-in. Those institutions would not be on a full DPG

16 prospLectiv=e -.4ytment system for four years. It would be the

17 fourth Year in which they were under -a full DPG- -system.

18 The Chaiman. The House has a five vear, is that corre~ct?

19 !s. ?Burke: TLhat is correct, Senator.

20 Tin'ier n)urT przoosal, Senator, they bheain the first year

21 with 755 Per-cent of their rate being their own cost and 25

22 percent of the _rat-e in the -first year- being a blend of a

23 cegional aaf nationall DR' rate. So that we very slowly

24 bring then in f'or e-xactly -the reason you suggest; that is, it

25 is a new scyst,~. Tt is one w& needi to be able to sort out.
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1 It is one we need to be ab2e tco spot the problems, the cases

2 wh:ere institutions arre receiving less than they would,

3 althouczh in many cases they are be(=ina hit equally as badiy

4 under '-7F, l ast year 's provisions, as thley would under

5 anything else.

6 But the design is to move it in slcvly sc we have the

7 opportunity to make those kinds of adjustments. For example,

8 we know we are- not able to clearly identify the severity of

9 the case to make an adjustm~ent in cas-es like !4ethodist where

10 they have very -,i~k patients. We know that is someth-ing we

11 will have to be able to do. Indeed, we provided that

12 transition to help give us an onportunity to make those

13 changes over time while again providing for an outlier or the

14 treatment of particularly expensive cases and also providing

15 for teachiag aIju-stments, the passthrough of capital and so

16 forth, again to help miake those adjustments over time.

17 Senator Lona: Fy thought is it is a lot easier to make

18 chances that are needed before a program aces in and have it

19 in. effect,. than when you start puiling your hair out, then

20 start trying to correct it.

21 You were perhaps around whien we worked on the ~!edicare

22 bill. We took a lot of time working on that. We had medical

23 societies from all over the country come up and testify, the

24 hospit-al associations and all tlie rsest, and they were looking

25 specifically at what -their problems were -o:)nd to be.
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1 ITow, we had a lot1 of problems after that, but w~e surely

2solved a ton o-f them before the program went into effEct.

3 T-hat did, not mean we did not have a lot Of Problems, but we

4 haj a lot less b=e=auss= we took time enough to look at these

5 t hing S .

6 T am co)nc=rn=ej abc-ut moving to do this wdhen You do not

7 have infornation. Those people who are in a position to know

8 whether they will be the winn~ers or losers, for example, and

9 why they will b)e the losers. am not worried about the guy

10 who is going to be the winner. You know he will not-

11 complain. He will be Ple-asantly surprised, and; that will1 be

12 fine. nut I am worried about the losers, even in my state.

13 We stand to be -- our state would be one of the win~ners, but

14 one-third of thosR hospitals will be losers by an ave-r-age of

15 21 percent. That is what 1 am worried about.

16 The Chairmanz That 21 percent, is that when ft- is fully

17 in, lement2ed?-is that the basis of those fiaurss?

18 1Is. 3ur-ke: Fe-nator, we have two different kinds of

19 n ube r. 3 is the f;irszt year effect which shows the

20 distribution of gains and losses, and the other is the ful-l

21 impact which assumes no changes in behavior on the part of

22 the instit-utior, and Simply indicates if we put the whole

23 thing into plac? the 1s year-.

24 We do not believe -hat is a fair representation of what

25 the likely outcome ove:7 a three-year phase would be, and in
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1 fazt, neither 030 nor the administration can give us

2 four-year out numbers and say this is what institutions will

3 do, because their behavicr is likely to change, an-d in fact,

4 this is desigred to do that, to change their behavior. Fut

5 we do have some idea, at least initially, what the aains aid

6 losses will bs on average.

7 The Chairman; Are you aware of the specific problems

8 Senator Loag raised?

9 Ms. Burke: Ye~s, sir. Methodist Hospital is, T suspect,

10 like many others Tho have lar.-e teach"ing Components an4 do a

11 lot of tertiary or very critical care. We have- tried to

12 address that, one, with a phase-iris two, with increasina the

13 number of cases that will be treated as extraordinary, as

14 outliers, and also doublina the teaching adjustment.

15 The Chairmant i guess my question is based upon what

16 Senator Long has stated, have you addressed it to take care

17 of the problem he has statad, or is this a problem after?

18 :!s. 3urkez This is a problem -generically with a proposal
19 that moved to a single rate -for treatment. There will be

20 institutions whose costs are on an average much higher and

21 will have to be? brought down, and they are likely in part to

22 receive less than they have. We heave tried to moderate that

23 impact, not remcve~ it but moderate the impact over the -first

24 couple of years to give them an opportunity to chanae their

259 behavior and for uIs to learn how to adjust the system.
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9 Ms. Burke: Y�-s., sir. Methodist Hospital T suspect,

10 like many others who have lar.-a t9a:�"',in-, �:omponents and do a

11 lot of tertiary or very critical care. We hav�- tried to

12 address that, one, with a phase-in; two, w-;th increasing the

13 number of cases that will be treated as extraordinary, as

14 outliers, and also doubling the teaching adjustment.

15 The Chairmant i guess my question is based upon what

16 Senator Long has stated, have you addressed it to take care

17 of the problem he has stated, or is this a problem after?

18 !s. 3urkez This is a problem -Generically with a proposal

19 that moved to a single rate -for treatment. Tbere will be

20 institutions whose costs are on an average much higher and

21 will have to b�? brou-,Iht down, and they are likely in part to

22 receive less than they have. We leave tried to moderate that

23 impact, not remcv�� it but moderate the imoact over the -first

24 couple of years to give them an opportunity to chanae their

2,9 behavior and for ;Is to learn how to adjust the system.
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1 Senator TLong: You were talking about =hanaina the

2 behavior of probatlY the best-o-perated hospital in Ame-rica.

3 You are going to :rhanae their operatio-n, change their

4 behavior. Tht s a very e-fficiLent hospital. You know D-1r.

5 De-Faksy. !If you gothr and you have got troubl- with your

6 heart -of yo)ur c-irculatory system, Dr. Der-akey is the, guy that

7 will come a-fter you. So we are tal~king about changino their

8 way of doing business as though they need -changing. Hell,

9 they are the best in the world.

10 I called a man out here at[ NIH to try to find out if they

11 are making any progress in cancer and to see if there was

12 somethina that might come through that might hielp -a person

13 dear to me who ha! cancer in :extremis who would die within a

14 year if there is no breakthrough. He said if T Want to find

15 out something about cancer, call t~hat hosoital. They bought

16 all o--F his best people away from him. So apparently th-eir

17 staff is better qujalif~ied than NIF can afford. ucw do you

18 know? BecauSe they bouuh~t them from NJIH. And ncw we are

19 going to show -them, how to run that hospital better? You had

20 sure better be good..

21 Senator Durenber~ier: If I may, Senator Long, I have an

22 observation on our telling them how tc run their business. I

23 think one o)f the reasons some of us are involved in looking

24 prospective J15 that the hospital industry in this country has

25 been lookiiac ~t p~cospective 'or a lon,7 tine, and the reason I
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1 think they are involved in it is they would like to k~now only

2how much we are willing to pay for a particular they call it

3 episod2 of illness or something like that, and thpn let thenm

4 do their business better than anyone else.

5 Let me g-iv!? you o-ns little example. Cne of the terribly

6 expensive things we hbuy from then is a room -fcr the night.

7 We are not providing surgery at that Point or providing them

8 some other Expensive formp of =are. All in effect it is is

9 like a hotel room.

10 Wfell, I have a hosp-ital in Minneapolis just like the one

11 you a-re descr-ibing, probably not quite the reputation yet,

12 but it is gettina there. it serves a large region. People

13 come in from other states and so forth. And they like the

14 idea Of Prospective because it lets them do things like they

15 just cot done doing. They built a hotel right next to the

16 hospital, and they built it so they can charge $20 a night if

17 you do not have a hot plate in your room and cook your own

18 mealc, $31) a aight if you do have a little 'rot plate, and 135

19 if you have~ also ;ot a biff-y and shower rather than going

20 down the hall like~ you used to in the old hotels. But they

21 can at least break even with that kind of a hot-el.

22 What that lets tham ilo than is everyboily romes -in the

23 night before surgery, and rather than going into the rL4OO a

24 night room and stayino overniaht before surgery, you io into

25 the T20 a night bed.
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1 In Cleveland the Cleveland Clinic tksalc taDG

2 for example, that 'they lhave been operating I7 think 16 lays

3 f or thi.s p.3 rticul ar kind of treatment. 'de say only 12 days.

4 So what are they zoin-~ to do? They reaz'ize that only abcut

5 eight of those days they have really aot to 'have them in a

6 hospital setting, and the other eight lays they are really

7 just providina shelter. So they have a contract with a

8 skilled nursing facility at much less money so they can make

9 out unier i 12-da!y DRS, still provide the person with thei-r

10 normal 16 days of care, and they can make a little money off

11 the process.

12 Arid T think there is a lot of that sort of thing going

13 around, and I think the whole notion behind prospective is to

14 let hospitals do this job and not havinq us tell them what to

15 do, which is what we have been do-ing 1for quite a long period

16 of ti-Me.

17

18

19

20

21

22

23

24

25
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1 Senator Long. As far as those hospitals are ccncer-ned,

2 you start richt out, maybe over a Ifour-year period you are

3 oing tcu the T6 billion, but do you know how much this

4 bill -- Just tak-e a Houston :Methcdist; how much would you cut

5 them the first yea-r? Do you know how much it was the first

6 year?

7 Y.S. Purke; N~o, Senator , I do not. I am sorry. I could

8 give you an average for a group, but for -the institution in

9 lollar figures I =annot give you an est-imate. it would

10 depend upon what the adjustments were for their wages and

11 teaching adjustments. I honestly cannot give you a number.

12 Senatoc Long: Well, if we had the time to focus on that,

13 I dlo not have any doubt that we can do what we thought made

14 sense, as f-ar as that hospital is :-on~ernei.. And I do not

15 think it would be precisely what is in the bill here. I

16 think the bill would have to bie amended.

17 What concerns me is we do not have the information.

18 Thirty-thr-?e percent of the hospitals in Louisiana -- and

19 mind you, we -re one of the states that would be on the

20 winning end; on the whole, we would get more money -- 33

21 percent of our hospitals wouid get a =ut and the average

22 would be 33 percent, and that is no small potatoes. T ha t

23 might- be over a.fu-ya period, but even so, if it is not

24 going to make -any m!cney 'for themn, if it is not coing to solve

25 the problem, if it is not going to make any money and will
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1 bring a great number Of PrObl.Frns, my q-uestion is wThy not take

2 our time so we can kncw whiat we are doing, rather than rush

3 this thing through, give it. a zoou~le of 'hours slac-daslh

4 considerat~in an,4 here we zc.

5 If it were acina to save the government from b-ankructcy

6 or somethiag, it would bp Different.

7 The Chairman; Max, do you have any comments?

8 Senator Paurus: Mr. Chairman, I have some of the same

9 problems the senator from 7Louisiana has. :"s I understand it,
10 this proposal is aeutral, revenue neutral, in not .onlY lqP4

11 but also, 1985 and. 1986.. -Is that correct?

12 M's. Burke; Thrcuah 1985, Senator, but not 19086. Tt

13 would depend upon what rates were estahlished. under the
14 system. But for fiscal years 1984 and 19PR. it is as if TEFRA

15 remained in place. it saves no more than is saved under that

16 system.

17 Senator Baucus: AnJ what would tLhe anticipated savings

18 be in 19185?

19 H¶s. B':ucke: The savinas aszsumei are those that would be

20 Ccciaarable to those under TEF'BA.

21 Senator Baucus; So in effneot, prospec-tive reimbursement

22 is nlot cost savings; we are not saving 11edicare dollars.

23 ..s. 3-urke; Not in addition to those saved under the

24 Tr-FA system, that is correct.

25 Ser:-nator B3aucus: For triat reason, -~1r. c7hai-man, would
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1 like to say that we all know that the present vedicare

2 reimbursement -systpm is not working, it is not richt. ft.

3 rewards inefficiency. CIn the other hand, it seems tc me the

4 main Purpose of prospective reimbursement is_ to sIhuffle boxes

5 arcund to some degree and let hospitals manager their affairs

6 a little mo)re freely, although as I understand it, the

7 paperwork involved in prospective reimbursement will he

8 basically as comprehensive and burdensome with as muchl- red

9 tape as we now have under the c-ost--basad reimbursement system.

10 I do not -think we have much chioice but to go along with
11 the proposal but with some changes. I think it will be a

12 rocky, bumpy road. There will be a lot of adjustments and we

13 have no wayv of knowing how hospitals are going to shift costs

14 off to othar proviJarsc. We have no way of knowina than degree

15 to which there will he an unbundling or an unraveling and all

16 of the other phrases kicked -around with respect to

17 prost~ective reimbursement, It is not a charade really, but I

18 think it is window dressing, frankly.

19 We will not really cut MIeiicare costs with this. We will

20 not cut the in-creasse in health care costs with this. T t

21 sounds nice, it is a Aform of deregulation, but I think that

22 we are kidding ourselves if w? think prospective

23 reimbur-sement will, in any way, begin to solve the problem.

24 The problems facing the health care system are, i think, much

25 more complex; they involve physicians * insurance, tax
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1 incentives and lots Of factors which have very little to do

2 with prospective reimbursement.

3 share the ½naor from Louisiana's worries. VI r w i

4 a more cerfe1-ct world I think we shoulA- have more definite and

5 complete hearings on. this and hospital costs goin-: intLo all!

6 of the ramifications involved with hosrital cost increases

7 because this pr-ovision itself has very little to dlo with the

8 problem..

9 Senator Longa If I may just say it, when we had revenue

10 sharing we we-re able to go out there and tell every little

11 z-omrnunity in America here is how much you jet with. th-i!z

12 bill. We had f`ormulas, alternative formulas. Here is how

13 much you get. Every 25 -- what was it, 25,000 communities,

14 we could tell them here is how much you will get- under the

15 bill and here is how we would arrive at your snare. And it

16 seems to me -- think how much better off we would be if we

17 would ask, even given the -funds to do the work, to come up

18 and tell us how imuch ea-ch hospital is going to get so that

19 they can take a "Look and see -- al-L ri7h t, here is what you

20 are going to recei-ve. And then let those people have a

21 chance to :omment on it so they will Spe here, is what -

22 particularly those who are going to get the worst of it -

23 here iLs what iis going to tapgen to you, and here is why. And

24 then see what thney cn-n say for themselves.

25 would-_ th-ink we nicht better iron out a great number of
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1 wrinkles before we get started, but when IL fiLnd that we are

2 moving into areas that will have enormous additional

3 complexities for one simTPle reason, so much additional

4 complexities. dh atI You just told me, ~'s. Burke, is t~he first

5 year you are going to be 75 percent of the old formula, whic~h

6 everyone agrees left a lot too be desired.. We would all like

7 to get rid of that. It wculd be 75 Percen~t un~der that one

8 and 25 percent under the new one. Can't you see peoole

9 tearina their hair out, if they are not happy with the new

10 formula and not happy with the old formula? 'Now they have

1 1 the comnplaxity of to-th to 7ontend with.

12 I would like to see us iLn a position where people at

13 least know and have had a chance to understand it, and you

14 have had a chance to explain it to them through your

15 bureaucracy. You have had a chance to get the word to them,

16 and then let them have a ch.-an=re to make their suggestion just

17 like here, these people c-me up from Houston and they could

18 show me how the problem could be solved as far as their

19 hospital was concerned iF the zommittee was inclined to

20 follow their advice.

21 Other people are not in a position to do that. I just

22 think it would be a great thing we look before we leap.

23 Mlaybe we could get the who'le th-ing done this year, but I

24 would like to be in a oosition where those hos~itals would

25 know what the situation is and they have had a chance to at
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1 least be heard and make their case adtl swyte hn

2 they would be adversely -affected; why they think we sh~ould or

3 sho)ulA not Io it.

4 The Chairman: As I und!erstand, this is supp-orted, is it

5 not, by th~ Hospital AssociLatiLon?

6 Ms. Burke; Sa=nator, in the hearings b1-efore the

7 committee, the hosrpitals have generally -- and, in fact,

8 individually -- -supported Toving toward a prospective payment

9 system. If i may comment, the current system under TEFRA is,

10 indeed a complicated -system also. It requires +-h

11 establishment ofL a rate o-f increase limitation in addition to

12 the old 223 system, which, of course, requires grouping of

13 institutions, the desire on the pact of the institutions.

14 And this proposal is to move to a point when, indeed, a

15 hospital does know what it is going to receive. The ability

16 to doc that is, in large part, go-ina to be the ability to look

17 at that instit~ution 's patient mix, now, what kinds ofL care

18 will ie Provided in that institution and 1begin to establish a

19 systemn that sets rates that represent that.

20 The princioje of DEGs is, indeed, to look at an

21 institution on an individual basis, to look at the kind of

22 care they actually provide and provide a payment system that

23 represents those kiLnd~s of cases, which is why it is case

24 adjusted, and why it is a case-related system.

25 Th:~ movement to that svstenm is likely to be fraught with

ALDERSON REPORTING COMPANY, INC.

-'00 VIRGINIA AVE.. S.W., WASHINGTON. D.C. 20024 (202) 554-234-5



1 SO~ne of th? kinds of difficulties You have indicated; the

2 ability to make those adjustments, but that is exactly why we

3 believe the Phase-in was aPropriate. establishinaopre-TIFFAs

4 or pre-rate of increase limitation is e base for the fir-st

5 year. i vill be on the basis of thpir ~:osts in 1922,

6 trended rforwarr4 by, again, a rate of increase in the economy

7 ani a Pieca of that new rate which will be published annually

8 by the department, by DRG. That institution will know what

9 price is going to be paid for that particular kind of case.

10 In many ways, that is certainly an improvement over the

11 current system where people have, -for years on end, fought

12 over cost-bas-?i reimbursement; what was and was not

13 considered tCo be a reasonable cost for reimbursement

14 purposes. Again, the transition is to uive us that time to

15 make those adjustments, along with the outlyer policy I have

16 described and the kinds of teaching adjustments and

17 Pass-throuzhs included in the proposal.

18 Senator, Durenberger: 14e will not be lobbied on the

19 nursing diff~rential anymore, we will not ba lobbied uPon

20 whether -pathologists in or out of the hospital should be

21 reimbursed. We ~:ould get rid of all of that-.

22 Senator Lcng: You Just have no idea how you are gOinq to

23 be lobbied.

24 (Laughter.]

25 No one on Thod's green earth can predict.
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1 ~Th:: -hairnmanz Has the aiministratjon--heusm.

2 Are you from the administration?

3 M s .Fe ins t ein Yes.

4 The Chairman: You have listened to the objections. ?Kv

5 unlers~tanfina is that the-re has been a lot of Sta~f

6 discussion that this was a matter that was not that

7 controversial. M4y attitude at the outset was no amendments

8 on the Social Security bill but the House did not agree with

9 that and they added unemployment and 'e-dicare. And we have

10 agreed that we would try to see if we couli work out some

11 acoeptable provision, only after that.

12 fT am mistaken in that, Shiela, as i understand, in

13 addition to these soecific pr'o!lerns, T assume there are

14 probally others that could be raised, but anytime we start

15 Changing anythiria we =an ired-a up a =ouple of exam.ples where

16 someone says do not do it yet because it may take some money

17 from us. Maybe it' should; maybe it should not.

18 That is why I felt the phase-in would protect, anyone from

19 any deep impact, and give us an opportunity to make those

20 corrections if they should be made. I would like to hear

21 from Hls Feinstein from the administration.

22 'Is. Feinstpin. M'r. Chairman, as you know, we are

23 certainly very much in favor of moving in this direction. I

24 think as --hielae points out, the industry is very anxious to

25 mnove to a trulty prospective system where they will know in
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1 advance and can plan to run and manage their institutions

2 exactly how much revenues they are going to be receiving from

3 the ledicare Program.

4 The other thing I woul,~ point. Out is we have h'ad a very

5 rich background of recent- demonstration in this area, and

6 over a ten-year Deriod those states that have mcved in the

7 area of prospective payment, wherea's, they may not have been

8 able to reach substantial savings in the first year, over

9 time they all slowed their rate of growth in hos-pital

10 expenditures by as much as 2 to 6 percent.

1 1 i think it- is safe to say in 198L4 there can be a shift,

12 ani we would want to protect against that shift through the

13 kind of phase-ia. Is. Burke has described to you. Over time,

14 I think we can very much expect to have the same pattern in

15 the rate of growth of expenditures as the states have had who

16 have been unde-r this system.

17 Senator Baucusz I have a nagging proble~m with the

18 system. As I understand it, the theory of reimbursement is

19 to find th? average of nationwide ultimately for the same

20 procedure, the same purpose. Like, say, a hip replacement

21 which costs significantly more in one part of the country in

22 one hospital than it ioes in some other part of the country

23 in some other hospital.

24 Thsceforce, with Prospectiv!. reimbursement, because in

25 theory ultimately the payment would ~ the average between
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1the hich cost arid the low cost and, after all, hospital hip

2 replacements are :alculatei on the averages, t-hat the

3 inef ficient ho-spit al will be a loser and th e inef ficien-t

4 hospital will have to absorb some of those costs. That is,

5 it is cha~rginq more than the average.

6 DERC will be Payinrg the average so that that inefficient

7 hospital will have to absorb that diff'erence.

8 Ms. Burke; Yes, Sir.

9 Senator 3aucusz Whereas, the efficient hospital, which

10 do;es not cost%~ as much for that replacement, will be gettina

1 1 the beniefit. Call it a windfall or whateve_ it is; it- is

12 just some kind of benefit.

13 The na;7ging red flag in my mini - and I hope you can

14 clear it up, I must you what it is - is it seems to me,

15 arguably anyway, over time that the efficient hospital, the

16 one getting the benefit, the additional benefit because this

17 procedure i~oes not cost as much as the average will, by

18 definitiori be taoking that adiitional benefit and buying new

19 equipment. It will be non-pro-fit- hospitals buying new

20 equipment or sozendinag that benefit in some way which will,

21 then raise the average, ra-ise the cost of procedures for that

22 hospital

23 So my 7oncern is that the averages over two or three

24 years are q-oinz to start climbing because by definition, the

25 averace of whatever the pro~cedures in all parts of the
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1 countries, the efficient hospitals will be qetting those

2 benefits plowed back in, cranked back into costs, room~ costs

3 going back up, and the ineffic:i-ent hospitals will be -ulling

4 up the average, too, because they are inefficient and their

5 procedures are costly.

6 T m wdorriei that after two,..threa, four years, five

7 years, whatever, this will not be bCudget-neutral; it will

8 actually ba somewhat more expensive a plan. So would you

9 please tell me what the answer to that is?

10 'is. Burke: I am not sure i can tell you what the answer

11 is, Senator.. I think the principle of DR~s and updating

12 those DBR"s is to take into ac~ount the kinds of changes and

13 patterns :)f care within a DRIG that will accomodate, for

14 example, some of the new technologies that either make that

15 service for a period of time less costly or more costly. I

16 mean, the weightingis between the DFGs, for example, would be

17 changed to aczomolate some Of those differances.

18 The cost paid for the DRG; that is, the rates, are

19 increased by some factor in *the first two years by a market

20 basket plus one, so there is a limit on how much it will be

21 allowed to go up, how much the rates will be allowed to go up

22 in the subseauent years, in the outyears.

23 Trhe principole of includ-ing the Commission that you

24 suggested was to oroVide for some 3djustments that make sense

25 given the nature of the DIRC system, given those kinds of
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1 concerns. The principle is to figure out an adjustment that

2 makes some sense. Tt may not just be a market basket plus=

3 one; it may be some other adjustment 'that takes into account

4 changing rates b-etween thp DRP~s, changing behavior- on the

5 part of the institutions, and also chancing patterns of

6 practice between physicians in ~i~fferent par-ts of the country

7 that currently account for some of those encrmcus Differences

8 in the cost of Care.

9 So I think there is a number of things that will help

10 prevent. that from taking place. I do not know that i can

11 give you one answer as to what one item will prevent the

12 averages from going up except to say in the first two years,

13 of course, it is market basket plus one which holds down

14 those rates, and in the outyears, indeed, we look to the

15 commission and the Secretary to provide us with advice on how

16 best to upiate to prevent those kinds of things from taking

17 place.

18 Senator B5aucus; M~r. Chairm~an, I appreciate the answer

19 insofar as it is an expression of intention to try to cope

20 with the problem, and i accept that. I think that HCVA and

21 others in the :administration will be trying to do that, but I

22 tend to think, too, although I do not mean to 1belabor the

23 point, that it will not solve a lot of the problems. The

24 health care- cost problem -is much mnore funl'amental than this.

25 Fs. ?lurkez The administration would aaree, it is not
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1 simply a hospital reimburement issue. Yes, sir.

2 Senator Tong; Let me get this straight. DidI hear you

3 say that the H{ospital Association is for this proposal?

4 Ms. Burkez What I indicated, Senator, is the hospitals

5 have indicated a desire to move from cost rate reimbursement

6 to a prosp-ective system of payment. I did not indicated that

7 they supportai this specific proposal.

8 The Chairman: Could T interject there, that you have

9 bean discussin-, this with the representatives.

10 ds. Burke; Yes, we have. Throuahout the process.

11 Senator Lona: Then it would be premature to say they are

12 -in favor of this proposal. They are in favor of moving

13 toward this type of system.

14 '"s. Burke: That is correct, sir.

15 Senator Long; Now, with regard to this 467 different

16 DRGs, I am sure those have beer. spelled out so that you could

17 make that 3.vailable, I take it. Can you publish that now?

18 Is. Burke: Yes, sir.

19 Senato L on:;: Now, with ragari to the rates that each

20 DRG would receive throughcut the United States, are you in a

21 position to publish that now? Is that published, is it

22 available where anyone can look at it?

23 11s. Purke; That information would be published on an

24 annual basis. defer to the administration. Is that

25 correct?
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8 The Chairman: Could -T interject there, that you have

9 bean discussin-, this with the representatives.

10 ds. Burke; Yes, we have. Throuahout the process.
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12 -in favor of this proposal. They are in --Favor of moving
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1 Ms. Feinstein; Our intention would be to publish those

2 rates well in advance of the start of the fiscal year so that

3 the hospitals could plan for their revenues from the 111edicare

4 program.

5 Senator Long: Do you have themn now? Are they available

6 in written form now? Could you present them to me richt here

7 and now? Zould someone come and present those rates to me?

8 MIs. Feinstein; No, I could not. I am not certain how

9 you are willini to divide this up between urban, rural,-

10 regions, the wage adjustment and so on. We could do that

11 shortly after you devise a system.

12 'Senator Long: So what you are telling us is that those

13 rates have not been determined, but they are determinable,

14 that you have a formula for how you would go about

15 determining those rates, but that -t-hey have not been

16 determined?

1 7 Ms. Burke; Senator, if T might interject, there is

18 currently a list of the national average for each DFG. I

19 think what Y's. Feinstein is indicatina is under our system,

20 of course, there are adjustments for regional and national

21 differences, there are adjustments for wages. Those

22 adjustments have not been calculated, but the average price

23 per DE~ is available currently.

24 Senator Longz You say the average price, all riaht. But

25 now, if we wanit to show the pzeopia in our respective states
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1 how much they get for each type case they treat, is it

2 correct to say that you'are not in a position to tell us at

3 this point how much they woul:! get paii for each one of these

4 treatments?

5 Ms. B.:uckez That is correct, Senator, until we are able

6 to decide if we want to do any adjustments to those national

7 rates, we =cu±'-- give you the national rates per DIRG. We

8 could not tell you what it would be fcr Louisiana

9 specifically until we decided whether to make urban or rural

10 differences in those rates or adjust for regions in the

11 country.

12 Senator Longs- Well, and then you have other adjustments

13 that have to do with whatever you call them --

14 "s. Burke: Capital costs and teaching cost-s which are

15 passed through.

16 Senator Longz But you have another adjustment where you

17 take care of a high cost case. I have forgotten what you

18 call that. What do you call that?

19 Ms. Burke: The outlyers, sir.

20 Senator Lonaz Cutlyers?

21 Ms. Burke: Yes. Atypical cases.

22 Senator Lonacs So you have that proviso also for the

23 o Utly ers. -But even for the regular case, the regular

24 treatment that you have on a hospital-by-hospital basis, if I

25 unjerstand -it, that is not available to those people at this
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1 point.

2 Ms. Feinstein3 That is correct.

3 Senator Long: The thought occurs to me that it would be

4 good, and we wouli be in a lot better position to judge, and

5 those who would be affected would be in better Position to

6 tell us what their reaction to it is if we' could advise th~em

7 here is what you will get paid for this type of case; if you

8 come in for an appoendectomy, here is what your reimbursement

9 would be. And I would think, given a little tim~e, you could

10 -actually -- and especially, I assum.?e you have the resources.

11 If not, you ouzght to have it, you will need it. Put aiven a

12 little time, you could tell us hospital by hospital what

13 their rate would be under this DE~G; is that correct or not?

14 Ms. Burkez Yes, sir, that is correct. Those adjustments

15 could be made and we cculd give them a rate per institution.

16 That is correct.

17 Senator Long: And I think we woull be in a better

18 position to advise people who are affected, and I think they

19 would be in a better position to advise us whether they are

20 for or against the plan. !Ihat you are telling me, and as I

21 look at these figures here, in Louisiana, just to take my

22 state, 33 percent of the hospitals lose -- I guess that means

23 the others would gain. Under the House bill 4&7 percent of

24 the hospital Would' lose. But we wouli be in a lot bett e r

25 position.
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1 I would assume that those who are going to gain would not

2 complain; they would like that.

3 Ms. Burke; I would assume so.

4 Senator Long-: But to be fair to those who will lose I

5 think it would be good if we could advise those people what

6 they will get paid so they can react to it and hear their

7 view as to whether they could live with it or whether they

8 could not live with it, and also advise us whether they think

-9 it is just.

10 Now, I just yesterday heard from a hospital where 1

11 thought. Your proposals applied to them will not work. And

12 fairly, I think you would need to amend the law. And I would

13 hope that might not be a problem. I do not represent those

14 particular people; they are from an adjoining state, but I

15 feel confident that when they know what they can expect, and

16 the other hospitals in my state do nct, I would anticipate

17 that we are in for trouble whpn these other people find out,

18 especially if they are very good hospitals doing a very good

19 job.

20 Senator Durenberger: vr. Chairman, just to clarify who

21 is supporting what, the Federation supported from this from

22 the beginning. In fact, the -Federation did not support the

23 time extension we put in. I wantd to make the comment

24 earlier t.'at 7 have been personally working very closely with

25 the, American Fospital Association. We have not had any
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1 objction fro them and have Just been handeda note that

2 says the American Hoscital Association urges tne co~mm~ittee to
3 move this bill. T'hat- is sceaking for most of the hospitals

4 in Amer iza, 17 think.

5 Senator Lo-na; Tf I could just be satisfied_ th~at the

6 American 'Hospital ?.1ss-ciation speaks for this 3~3 percent that

7 is going to get less money I would feel a lot btetter about

8 the bill.

9 Senator Chafe?: Mr. Chairman?

10 The Chairman: Yes.

11 Senator Chalfee: Mr. Chairman, I come from a state that

12 already hass prospective reimbursement, so we speak with some

13 experience. There- is no suggestion that we are going to

14 red:uce costs. All we can hcpe for is that it will reduce the

15 rate of increase of cost's.

16 17 think, as Senator Baucus mentioned, with som.e despair

17 that this was not coinc to solve the ~!edicare problem. No, I

18 do not think it will, but at least it will help, in my

19 _Judgment, and the trouble that i find as we sit thog these

20 hearing;s in Mediirare and other activitie- drealinu with the

21 medical profession and medical cost-s is theat nowhere in the

221 sYst-em is there the slightest incentive -for anyb'rody to hold

23 down cosLs.

24 There is no, unde~r thL- prasently-existing systen, no

25 incentive on the hosp-ital, no incentive on the p-atiJen-t, no
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1 incentive o)n the Physician and no incentive on the insurance

2 company, becaise it is a continually -rolling ball that is

3 comnietely out of :cont1rol, ani i would hope that we would
4 move f:orwar--l wi-1t h this prcspectjive reimbursement. It -is not
5 perfect bout- -J. seems to me that extrao-rdirnary care has gone

6 into the Cr-ov ilo.s 4½- it, an! it is Something perhaps sure,

7 some hospitals will receive less, but by definition, they are
8 hospitals who appear to be less effi cient 4thar~ the others and

9 this is an incentive for them to become more efficient

10 because they will know in advance and they can make their

it plans, and ev=ery nickel they save is to tIheir benefit.

12 Senator Long; Suppose you had a situation where the
13 first three hospitals who come to ftiscuss a matter with you

14 are extremely high quality hospitals run by extremely

15 talented peopr~le, and they can show you how this plan, if

16 applied~ to them, works out very much to their disadvantage

17 and would cost them a lot of money they could not handle. if

18 that iLs th? case-, wouldn't that put you on notice that vou

19 cuoht tlo thi-iU about these others? You ought to try to alert

20 the othlers to see what the situation -would be?

21 For example, the Louisiana Hospital Association is a part

22 of the AImerica7n Hospita=l Association. They called here and

23 told roe they -wouli li-ke mnore time to study this thing and see

24 h ow -it- w o uld o rk bIe for e i t a ppli-;e s to t h e' m Tw mind you,

25 the y arze no t testif 7-:n z against it. They just wantL more time
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15 2

to see how they think it would work ani be applied to their-

members.

Tf th2 first three hospitals who came to 4iSCUSS 4t wt

you could miake that case,I am almost -incli4ned to think. why

don 't we reozpen those hearings and let thcse three hos-.itals

come an! t?.11 You why it wou1Ld not work, as far as they are

concerned. find you, I have nc doubt You could a.mend the

bill to take care of those three hosPitals, but how about all

th;L rest of them?
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1 53

1 Senator Chafeez Well, this consolation it seems here,

2 Ms. Purke , isr 't it. tha t w.e ha v2. a b asing system _and I :- th-re

3 are r-roblems we can taxeIc account of them. i must say that

4 on- Off t-he thinT gs h-at worries me here anA if my fea~rs could

5 be allayed, I might. lead to a different conclusion, one of

6 th e MEe a rs t hat- b o th er S me hnere is if we out this offt

7 study it it ju-st will not go anywhere.

8 We might Pass it-, but the House mi~cht not. And T -just

9 see-r this as an ideal chance to get something that we have

10 be-rn strug:;linc for for a good leng-th, of tine. If' the House

11 is having actic'r, the Mouse is prepared to go aheae and we

12 mni-ss this opportunity, I just worry that the opportunity will.

13 not come a-_ain for a 'whilce.

14 Senator Long: WJell, the House has already passed this.

15 Senator Chafea: I appreciate that.

16 Senator Lo-na; And sc my thought. would, be if we would

17 take a zfew mor- weeks and Th4 it, why not. take their lanzuage

18 and their bill ani -take our language that you would want to

19 wcr-.k out -.n our Committee, and we are goinq to have a

20 subtst-itute for that anyhow -- take our subsitute and put them

21 both in the sare hoill an-d just add it on top, of anything, and

22 ju St t ake the she!, a=dd that to it, and co to conference

2 3wih t h en a nd h ieIp w orkJit o ut.

24 But i f r e a. t-emr for a c on f ernc just atie

2 5 W :s s a 1l, th enta t i s n ct a ci n t o b, ay t-i me t-h is
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1 year-.

2 Se nat'.o C-ha fe a is this unler a z~eparate bill?7

3 The Cha=irmanz NO, it i s part of the Commission.I'5

4 re:Onmen d at i n. Tn f act, T said iEarliv on I would hope the-re

5 would not be any am endment, whether it be .medicar,~ or

6 unemployment. The House aided those amendments and we

7 decided we had better try tc improve, at least we thought. we

8 were imprcoving what they had done so we have somewhat of a

9 position in 'conference to negotiate with rather t-han go in

10 w ith nothing, so that is where we are.

11 Senato7 Chafea: I mean, is it possible tc pull out the

12 medticare part and consider that passe lecislation so that we

13 can the~n all --

14 Senat~ Lcng: Let me Just explain what can be done here,

15 Senator.

16 Senato--r Chaf-?e: Sure.

17 Senator Toncz We could simnly eliminate this from the

18 bill and explain that we we-re going to ask for a conference

19 on this anf that we are going to take a reduction to it.

20 Then we could take their position -- take it like two sheets

21 of paper -- and take their position. We add ours to i-t and

22 we Just ligure that all in on top o~f some of these revenue

23 bills and have noth-in c b ut a s hel 1 -_o 4- t. e add it to a

24 revenue bill _and we~ go to them and ask for a confarence and

25 say we wan-, to- talk about y-our bill ani our substitute.

ALDERSON REPORTING COMPANY. INC.

.,00 VIRGINIA AVE.. `.W.. WASHINGTON. D.C. 20024 (202) 554-2345



1 E5

1 Let's go to con-fer=encc- and work it cut.

2 So we wdould- have? theair bill in Caucus and confer with

3 them on iLt. Ae would just have our l~nguage added Sc we

4 could talk abc'jt the two of them.

5 Senator Ca-fes. appreciate that, bZut that would

6 require some -kind of a bill, a revenue bill, comning through

7 here for us to attach.

8 Senator Lonaz It could be anything. changing a coma to a

9 semi-colon.

10 The Chairman: 7xcuse me, did you wanrt to speak?

11 Senator M'oynihan: Mr. Chairman, T would like to sneak in

12 terms of Senator Chafee's Pro-posal here. I recognize all the

13 difficulties that have been raised. I would jus-t like to say

14 that in my State of Nfew York we are just into the full

15 prospectiv:e and Jast about ten years ago we= beaan one -for

16 Medicaid, and so we have been into this for a decade and

17 there iJs a slight cost of adjustment that S7enator Durenberger

18 has broauc~.h up.

19 T do not believe the knowledge of the subject is complete

20 The Chairman; I io not want %to try tc comment on the

21 area, Eenator, but I know this is an area that Senators

22 Durenbzergec anf .3u_ uus have spent a ict of time on. I mrust

23 conr-ess that the Chai~rman has Drobably not spent encuch~ time

24 on 41t-, but hadi understood that there was not strona

25 oooosj~ti41on to the? orovision. Tn ac-r, 7 ha the
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9 semi-colon.

10 The Chalrman: 7xcuse me, did you want to speak?

411 Senator Moyn-han: Mr. Chairman, T would like to sneak in

12 terms of Sen ator Ch af ee 's orocosal here. I recoan-i-e all the

13 difficulties that have been raised. I would jus-t- like to say

14 that in my State of !few York we are just into the full

15 prosppctiv:? and Jast about ten years ago w_= began one -for

16 mediCaid, and so we have been into this for a decade and

17 there _Js a slight cost of adjustment that 7enator Durenberger
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19 T do not believe the knowledge o4 'he subject is complete

20 Thq Chairman; I io not want to try to comment on the
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1 mismnPr essi on t ha t t he re wa s tha rely a ny Oopposjton.

2 1 ",now that thinas hpe at the last moment i-1n thG

3Justification and somebody hears about it and complains, bjutk

4 I would assume that Senator Durenberger would 1like to nave a

5 vote , at 1 ?a_:t' ;-et a vzte Din --

6 Senator Durenberger: It is not Just me and ; am not here

7 represantzino the hosoital- of America anv more than i am

8 representing the 29 million, Plderly that need the system.

9 But the experiŽnce wit h TEFF'EA in the last year has really

10 left a- lot of people out tho1ra very, very uncertain anl now

11 the experience with prospective, which they li.ke -- some of

12 th=m. liK2 it only in =on::zot_ but others like it because ofL

13 the way we are recomnmendin:= it -- is somethinu that I think

14 we need t-o resolve.

15 We need to resolve it t-inely. We cannot let it drag on

16 th-roualh another year of the kind of thing we -rut -thrcugh in

17 'TEER, so0 I wo0ul1d u1rge t ha t w e a ct r i Jht no0w. -There is the

18 prohlem that Senator "oyn-ih.an has relative to the New York

19 waiver, and _1 would think we would work out some wording so

20 that we could carry the 1.~- er- ent under the national

21 average that was contained -in that waiver through the three

22 years of phase-in so we do not dis-criminate against New York

23 State -in any way.

24 Senator l'oynihanz Ycu c-an draft languace that would

25 S4i1nly nMerI New York Can note treated differently.
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1 Could also ask, ~Ir Chairman, Sena-t-or Durenbe rger knows

2 that the provision whizh includes the Territories and M's.

3 Burke has wc-rked out language which asks the Secretary to

4 recommend to the President on or before May 1, 1931±, on a

5 !-method o-f bre=L-.iJr,7 tha-t into a bunch of P-roszect-ive playment

6 systems. :7 think thiat is prooer.

7 Fen~tor Lon7: M-ight I just suggest that we take four

8 months, take about four months to lock at this matter before

9 we vote on it,say September?

10 Senator Durenberger: Well, I would suggest not. COctober

1 1 1 is the rnext- :'eac to apply! what weii last Year, an-' the

12 four, months gets us so close to Octcber 1 that if- you think

13 this crot, John Connolly to call, You, then it will be Jimmy

14 'Carter or somseb1ody calling next.

15 Tt is a matter of urgency to hospitals. We either do it

16 or we lo not :lo it,, and I think -they would like to have us do

17 it as early in -the vear and as far -i-n advance of October 1 as

18 Possible. We are goina to be faced with it.

19 Senator Long: Well~1, whY don't we -Just wait--

20 Senator LDurenb~eraerz No, I7 would Just as soon do it

21 right now. The House has acted on it already, on the bill.

22 Th a Ch ai Jna n1Z just want to get the will of the

23 C om m iltt ee.

24 Senator D"urenb-ercer-: Ir. Chairman, I will move the

25 reco~me=n-datizrp. ie are groinq to ac-commcdate Senator Eaucus'

ALDERSON REPORTING COMPANY. INC.

ZOO V.IRGINIA AVE.. S.W., WASHINGTON. D.C. 20024 (202) 554-2345



1need to- change the sole provider provision to study and/or

2 r97ommerA I! ea-islation.

3 S~enator Bradley: Er. Chairman, Senator Durenberger7,

4 before you move:, T do not care if You move the package and

5 then if T have the richt to suagest an amendment or if we do

6 'that rrior_ to mjovinjg the package. It does not make any

7 difference to me.

8 Esse~ntially I will speek very briefly on what I suagest".

9 The am;endment 4eala-s with the skilled nursing home

10 facil it :ies. UJnder TEB'FA, whether it was community-based or

11 hospital-based, we gave a single rate. A lot of the

12 hospital-basel skilled nursina home facilities have a lot

13 sicker people in them than do the community-based, and it

14 resul-ts in a drop in hospital bed reimbursement to these

15 hospitais of like ~6C to 170 per bed.

16 And it is a ve-ry, serious ',.ow to them. So what I would

17 suggest- is we delay implementation of the TEEBFA cost limits

18 onl hospital-based skilled nursing homes unti Coges a

1 9a ct ed- on a study and, second, i would ask Zcn~rass to do a

20 study on severity of illness and intensity of care

21 differences betwsen hospitals and community care skilled

22 nursinc: home facilities.

23 The -idea here is People are sicker and you should give

24 them a h~e rei.!rburse=ment rate. And if the study shows

25 that they are sicker, then there would be a lea-itimate -reason
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1 to have a hioher reimbursement rate. But in the mr-ant-ime

2 they shoul.i nct be 1losina $60 to $7O a day per bed.

3 Senator- Peinzz Will 1t he Szenatcr yield?

4 w= ant to commend the Ze-nator for the amendment. £

5strorc;1y favor it 1because t-he S7enator is absolutely, rint.

6 There a-, a number of hospit-als that do have sk-illed- nursinc

7 beds and care f~or a different k-ind of patient than the

8 community-base:-- skilled nursing, home facilitips. They are

9 sicker patients and DRC just will not adequately compensate

10 the=m for their very dif1Pferen-t, catient- mix.

11 Now it is my understani-inc thaat the cost of this

12 amend~ment is very, very small1 indeed. It is something over

13 $2' million, if I am correct.

14 Ms. Burkez Yes, that is correct, Senator.

15 Senator Heinzi And I would urge my colleaa-ues to

16 unzderstand wh=t, we are talkina about here and hope that t&hey

1 7 ill support- it.

18 Senator Durenbiercer:IL think we are sympathetic. It was

19 our Prt:?ferencl= to zio this an the budqf~t and we are not -do-ing

20 pros,:pective or DFGs or skilled nursina fL-acilities, so I am

21 just as sy~oath1,_t-i= as You are~ to the preference ofL not doing,

22 it on this particular bill hut do-it on, for example, the

23 b ud g e:. bill

24 The Chairmnan: BY the wa-y, there is no obJection to

25 Puttin7 th'e study on here?

ALDERSON REPORTING COMPANY, INC.

:00 VIRGiNIA -A.VE.. S3W.. WASHINGTON, D.C. 20024 (202) -554-21345



1 Well, You coulJ delay it for a vYear while yvou are doina

2 the study.

3 'i. urkez We can limit the delay fcr a -year while the

4 study takes pla8Ce.

5 Senator 2radley; So, it would delay im-i ementation for a

6 year.

7 The Chairman; Would that work out?

8 Senator Bradley: Yes, that is fine. The delay would be

9 until the study is complete, and reccmmen~ations would be

10 made bzy Decemter 31, 1983.)

11 Senator Durenbercerz ..r. Chairman, T will move the

12 recommendation .

13 The Chairman; Without objection.

14 Senator Durenberger, do you want to - came in late.

15 Do we have the Medicare provision before the Committ-ee? Your

16 motion is that we adopt the medicare Pr ovision or delay it.

17 Senator 7Longi 'r. Chairman, i would like to move that we

18 delay it -f"D 60 days.

19 Senator *: Mr. Chairman, T have an adjustment i have

20 discussed w'ith the Senator from ~!innesota. Do you want to

21 tackle that fir-st?

22 Thq -h-airman; W4hy don't we jlust fiecijle on the delay of

23 sixty days I zguess the question would be orn Senator Lona's-

24 motion and without demnanding a record vot2, W ol aei

25 by voice vote.
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1 ~All in favor of delaying for sixty days sign~ify by saying

2 ay?.

3 [A chocus ,f- aYes.)

4 T he- C -~ i r an~ .Orosed, no?

5 [A chzu f na-ys.j

6 he C h a i ra n The nays have it and tte uestion occurs

7 on the -- we will pick on the ammendment you had.

8 Senator 7kacusz wRith respect to Item 10(b) on what you

9 have before you, with regard to sole c-ommunity providers,

10 essentially the recommendation of the Committee to treat sole

11 Communitv -rovi4-cs sliahtly differentlv than non-sole

12 community crovi-ders.

13 I very much favor that because sole community providers

14 are essentially small hospitals with very wide fluctuation in

15 utilization rates. They are small hospitals, therefore,

16 physicians 7ome and go in the communities and that causes the

17 utilization r-ate to fluctuate very drastically.

18 I woul'd ask to have that section amended, though, in the

19 last sentence Dresently the last sentence states: "?y April

20 1985 the _7-_-:-tacy would be required to-- recommend legislation

21 to bring sole community providers completely under the

22 prospeclk1v? ;:aymeat system, taking into account the special

23 circumstan7? -xoer encel. by -such hospitals."

24 The prob-le-m i have with that, "r. Chairman, is that there

25 is a st-ron-.c-Ta t~here that the sEecreta.-Y must. recommend
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1 leqislationl tc in fact bring sole community providers

2 comcletely under the systemn.

3T wouli ameni that to say that the Secretary hl submit

14 a stuoy recommending to the Cong~ress whether or no: t-c

5 comzletely brin-a sole communit-y providers within the system

6 and ta--ing iLntc a=count their special cir-cumstances.

7 The Chairmanz T see the Senator is noddina his head

8 Senator D"urenberger: -Yes, that is agreeable.

9 The Chairman; Without objection.

10 Could we then move to adopt t1-his?

1 1 Senator Durenbt=rqerz - move we adoot this.

12 'he Chairman: is there a- request- for a roll call vote on

13 theat?

14 ['No response.7

15 The Chairmanz if not, then without objection i~t is

16 agreed to. Does ",],at take care of all that packaae?

17 4-s. Furke; Yes, sir.

18 T'he C ha i ran: Nlow we are back on the Focial Security and

19 Senator Armst-rong -has been waiting to be reco:gnizedd all day.

20 Senator A-.MStror.q: Th-rk you, Mr. Chairman.

21 Yr. Chairman, my thouaht would be to - do you want to

22 get the charts? Tn a moment T may refer to the charts that

23 are? here and =erhaos ask the staff to let the memters look atL

24 th e m.

25 hs amendments, together with the others which I7 expect
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1 to offer have been distributed in writing to all members of
2 the C7cmmittee and so I do not think there is any, rpOint in my

3 discussing it at any length, '-ut I will Just relay the

4 outline T have out down.

5 Current law Provides the nonf-pro f4t, cnzain r

6 coverei- 3n an option basis, that is, the-y 2are covered unless

7 they withdraw. At the present time soimethinga like 90 percent
8 of all non-PrcoFit organizations are in fact covered under

9 social security. The proposal in the CommiFssion is to make

10 that coverage ;mandatory and to do so effective January 1.

11 It appsars to me that the proposal which: have suggested

12 has sort of a rouah justice about it because -it t~reats

13 non-profit organizations -that we are talkingI about here,. in

14 :nanY cases- small ::Ommunity, organizations -- Meals on Wheels

15 kinds of out-fits and summer youth camps, organizations that

16 may provide hot meals t~o lerelicts or may hv one or two
17 employees in the course of Providing shelter to people who
18 would otherwise be homeless -- missicnar-y organizations, you

19 nameit

20 "But at least th:ey ought to have the same consideration of
21 their pension f-un" P-1 anning. problems that the federal

22 Government is -metting. 'Te deciiei it is re,~asonabl,_e that

23 fee--- covernment- emplovees should phase in on the basis of

24 new hire2s ani so that is exactlY what my amendment does.

25 I wou!i4 invite_ the members of the '_omm_¶ittee to vote -for
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1 this not only 'because it is fair but because i-:f we do not do

2 this the fun`ds that wou1 _4 be required to be paid to social

3 securlty as a -results will come out of the Proarams of= these

4 community crganizations.

5 Now at a mo-re a-ffluent time in th.? life of;. this ccuntry

6 that might not be a tril serious na-t-ter, hut my

7 impression ;L that these community or=_anizations, the

8 non-p-rofits we are talking about, are having a touch time,

9 that the r~cession in the economy ha s not only hit them, like

10 other segments of the economy buit in f"act has h.it- them a 'lot

11 harder than otter segments because givi~ng tc thesp 'kinds of

12 organizations -is a sort of discretionary thinu.

13 Most of us find that there are other demands on our

14 resources and so what many of the non-rrof-its tell me is that

15 they have experienced a decline in their traditional support

16 at the very time when the needs in these communities have

17 cisen. So whil- I do not -uarrel with the basic no-tion of

18 coverzae under social security, T do say phase it in.

19 Nr.. Chairman, the only other th-ing i wanted to draw

20 attention to is that I would like to update the figures that

21 appear in the write-up which has been d istributed. Th e

22 numbers which wer-2 distrit:atei have been uplated as follows.

23 T will just tEick. them off'; I do not think it chances the

24 nature olf the ocoposal.

25 For 19L tn rouon 19E-9 th'e number-s are .3, .7, 1.0, 1.3,
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1 1 .8 , 2.-2 , a nd f or th e Pe riod 7 .3* .So t h d if f e r =-n ce9 bet we en

2 my proposal and that of the Commissio-n is, over that period

3 o f tin -,e , abho ut V 5 b i Jllo n .It is not l 'arge in any particular

4 y ea r . t, is a sionif i cant sum over time, signif ic-ant to +-he

5 tr u s I fu nd b ut c r uc ial t o t he nOn - prf Ii t s iJn v olv e :.

6 The ChairmanL Carolyn, Bjob, do you want to rmspond?

7 MS. 'Weaver. All I would comment on is the revenue losses.

8 ~The Chairman; Yes, I was trying to find tha fiur

9 here. You 7ava it to me this morning, but a lot has happened

10 since then.

11 Senator Armstrong; V1.3 billion, wasn't i

12 .;evr The first year is the a billion I7 1elieve

13 th;en --.

14 Senator Armstrnng: 1 2.5

1 5 !-s. qeaverz 'There is a f5 brillion revenue loss over the

16 period.

17 Senator Armstrong: That -is correct. No aettinc around
18 it. You do lo ake it away from them , the trust f u1n d iJs

1 9 g~oi ng to qet it-. I will note that I wil~l sh or tlIy o -'f e r so me

20 ampndrrents that will pick UP t,-hat ravanue and i't does seem to

21 m e thatL the very fact t hat it iJs ~5 billion , that is not a

22 lar;e Proportion of the trust fund, althouah it is a lot of

23 Monr'eY.

24 zU is a vastly larger proportion of the non-profit

25 pri-vatz~ cector anai P~rticuiarly so since manv of these are
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1 already covered. Something2 like 90 percent of them are

2 already in, so you are talking about imoosing a ve-ry large

3 burden on a small segment and, in many cases, they are the

4 lit-tle tiny ones that ar-e not covered.

5 Mr. Chairman, that is the issue. Unless there is other

6 discussion, T a;M ready to have a vote.

7 The Chairman: Do you want a roll =all?

8 Senator Armstrong. Yes, sir.

9 The Chairman: The Clerk. will call the r-cle.

10 The Clerk; '!r. Packwood?

11 Senator- Packwood; No.

12 The Clerkz M~r. Bot'h?

13 [No response.I

14 The Clerkz Mr. Danforth?

15 --he Ch ai rman:- n No.

1 6 The Clerkz Mr. Chafee?

1 7 [No responce.1

18 The Cllerkz "'r. ?'ein7?

19 -Senator-Mnz No .

20 Tha Clerk; Ž!r . Wallop?

21 [No response.J

22 T he Ch ai rma n z'r. WallIon., no.

23 T he Cle -rk:~ . r Durenherger?

24 [No response. 1

25 The~ Clerk-, X!r. Armstrong?
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1 Senator Armstr-Ona: Aye.

2 The Clerki: Mr- Symnms?

3 Senator Symmnsz Ayec-.

4 Theba Clerk: m~ -- ssiey ?

5 [No res-nons~e.]

6 ''he Clirk; Mc . Lo,-n g?

7 Senator Long; No.

8 The Clerk; V.r. 3entsen?

9 [No response.]

10 Tfhe Clerki vr-. matsunaga?

1 1 [No response.J

1 2 The C1 er k Kr. Moynihan?

13 Senator .!oynihan; No .

14 The Clerk~ ¶. Baucus?

15 Senator 3aucus; N o .

16 The C-1-rk4 M.r. Foren?

17 [ ISb r esPo ns =. I

1 8 The Clerkz Mir. Pradlev?

1 9 Se na t or 3 r a d Iev: No.

20 Th2 Clark; Mr. M-itchel1?

22 The Clark; '4 r Dr yo Er?

23 (No response.s

24 Th9~ Clerkz Mr. Chairman?

25 'The Chairman;: No. an 4~r. Grasssley votes nc.
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I On t-his vota the Yaas are two, the? nays are el-even. Th e

2 amendment is not agreed t:>.

3 Senator Armstrorg. ~!r. Chairman, item three on the

4 markup ageanda. T-he Plroposal t_ p~rohibtit termination o:

5 cove-rage by stat-? and. local rlovernments. There is a

6 long-staniing dispute about 'the constitutional issue involved

7 here.of whether or not in fact the Federal Government may

8 impose social security taxes upon states and local

9 jurisdictions.

10 My ammendment does not go0 to that question. That will be

11 tes ted in the -courts by o cy and T don't want to even get

12 into that question toniaht. At the pre~sent time either under

13 the statutory scheme or, if they take this up, under- a

14 constitutional provision, sztate~ and_ local 7jovern;ments have

15 the option to withdraw f~ran sciajl s~curity if they choose.

16 Once they opt out, of course they cannot return.

17 To opt out iJs a two year pro)cess. There are a number of

18 state and loc~al -Jurisdictions which have availed themselves

19 of their rights under exiStino, law, who have already filed

20 their applications and are well allong in that process and yet

21 who will, as I understand ilt, be preerr.ted by the ?ffect. of

22 t hiLs a ct .

23 .1y ammendrnent simply pernit-s state and 'Local Governments

24 to continup their- withdrawal zrocess if their claims wpre or

25 file but simplY hiad not beqn proc essed by social Securilty as
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1 Of January 15 which is the date the National Commission's

2 recommendations were announced.

3 This is certainly no panacea, "but at least it cet-S the

4 local juriSdictlions involved out of a :-atch-212 ;rc-:,os`-cn

5 1e-avin-7 the larVer constitutional issues forother-s to jo0ust

6 with.

7 Thb revenue loss is molest. It Is written up in the

8 notess You hav?. T+ is about $1.2 billion for a Five year

9per iod, bu t it does seem to me i t is hard ly fair to change

10 the rules in mid-Dr ocess fcr the state and local

11 jurisdictions.

12 'The Chairman: Well, I think i understand the issue. Th e

13 information I have is that the revenu~e loss is greater.

14 Carolyn, he sa~i! the revenue lcss is about 11.2 billion. Is

15 that c-orrec-t? I have -ibout $2 bill ion.

16 Ms. Weaver: have $2 billion.

17 The Chairman: 32 billion out of the $3 billion we hoped.

18 -to raise in this p)rz vision. There are about 10O pending

19 -appl-ic-tions which would affect some 228,00O employees. And

20 as you know, employees do not need to be consulted by state

21 or 'local Governments -when they want to opt out.

22 n o w t hat th- nis has been a matter of concern, but--

23 Senator 'rms-rona; U~avb1-e we could; pin down the

24 distinction bnetwdeen those numbers. I am advised-- that the

,2 5ri n ,ber s ae 1 1,-2. .~ -6 , and the total- is -1 .2 an d
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1 I believe we 'lot these numbers from SSA. If I am. in error

2 about that i will stand corrected.

3 The? Chlairman: '3C, you may be c-orrect . TIM no+t sure

4 where T C-ot mine. 'Where did ours come from? GSQA?~

5 ~~IsWeaver: ~A

6 Mr. Coss; T bhelieve the confusion iLs that wherpas the-.

7 National CommittFee's pr~oposal would~ save $31.21 billion over

8 the periol, it is es~timatal that this woullk save TIL.2

9 billion, thereby produc-ing an additicnal cost of T2 billion.

10 Senator Armstrong; Slo t-he difference is T2 billion but

11 they both cepreszent a saviras.

12 Mir. Goss; zoth reoresent savings.

13 Senator Armstrong; Over the present law.

14 The Chairman: The clerv will call the roll.

15 Tbe Clerk: Senator Packwood?

16 Senator Packwoodz No.

17 The Clerk: !Mr. Roth?

18 (No response)

19 The C-lerk: Mr. *Danforth?~

20 The Ch ai rm an:, -No.

21 T-rh eClerk: Mr. !-a='

22 (No response)

23 The C__Irk; Mr. Heinz?

24 (Nc respcnse)

25 'he CIe~rkz Yr. W4allop?
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The Chairmn; No.

-T;e Clerk; 'fr. Dureniberger?

Sen atr hu~rant!eruarz N o.

The Clark; V.r. Armstrong?

Senatorc _zrSt_7Cngz Aye.

Symms?

(No r2SPonsa)

Th-? Clarki -r. Grassle

(no response)

Th? Clerk: vc. Long?

Senator Tona: Aye.

The Clerk: v.r,. ?entso:n'

(No response)

The Clark; !Ic. Matsunag

(No response)

-h Clarkz M* oy n iha n

(No response)

The C'lerkz sir. Paucus?

Senator B3aucusz No.

The Clerkz Mr. B-oren?

(No response)

The Cierk: MIr. Rradley?

Senator Brajjey: No.

y ?

'a ?

9

Th- Clerk: ; r. !itchell?

S -n a t 3 "'-i t Ch i1: No0.
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The Clerk: Mr. Pryor?

(No) response)

The 'Cle rk: :'Ir. Chairman?

T h eChaii-man; NO.

T he nays are 8 and the yeas are 2 The amnendment is nc

ag.-eed tlo.

Senator Armstrong; The next has to do with the deposit

late for state jna local jurisdictions.

At the present time stat'e and local governments must

deposit social- security taxes ccliectelj from t~-E-- employees

within 30 i~ary after the end of the month in which the
applicable wages were paid. 7r. c n r s , p i a e e to

employers must deposit up to a times a month i~n the month in

which the taxes were collecteA..

My proposal is simp-ly to ammend the reccmmendation to

rem'ire state and local Governments to deposit taxes with the

Social Securityv Administration in exactly the same fashion

and at the same rate as private employers. Th a_ moment IT

hope to add an amnmendmant that Will DroVi~e a deuree of

relief -for small emuclc-ers in their da ily deposit. I. TWill

come t 1cthat zr~santiv.

The issue addressed here i's why give a better break to

these reasonably large - 1 lectors of social security taxes

which have la~rge Eiscal resources and -sophisticat;ed data

processing equicment.
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1 I-n fact, this item has picked up between '70 and 'E4 and

2 thus was balanced in other Years for a total improvement in

3 trust fund b--alance of T'1- billion over 'the pleriod.

4 Mr. Ch:!irman?

5 The Chair-manz In my own view it is a good am~endment,

6 It is one we ha=ve discussed. As a matter of fact we Ilei!

7 hearings on it I think.

8 Senator Armstrong; am -erlectly willing to adopt it by

9 voice vots if there is no objection? if there is objection,

10 I wjouli li;,e a recrded vote.

11 Senator Lonc: Under this would city and state-

12 governments have to pay more?

13 Senator Armstrona: It would put them on the same

14 Collection schejule is private employer-s.

15 Senator Tonc: Well, I can't vote for it myself.

16 Senator Armstronaz It is interesting to note by the way

17 that this neatly of'fsets the revenue loss of tte immediately

18 prior proposal. T urge you to think about that. vaybe if we

19 have adopta:! this we should take anotlher look at the other

20 one. 'What I ain trying to do here is to be fair-.

21 It sure as t1-hundec is not fair to interrupt somebody who

22 is two years into a proceS-s and then he's one day short of

23 being able to get out.

24 We tu-rned that down a moment acc T zuess because it cost
25 $2 billion. h:er-o is a wayr to pick ui~ T2 . billion. '&e ought
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1 to do thiLs anyway, the two are not jcined, but I 'woulc4 note

2 there iJs a sort of roug~h justice 'between the two or-posals.

3 T he Che-i r ma n: The clerk will call the roll.

4 -Ie P-ex 7'.:.1- Packwood?

5 SenatoC Packwood~ Ay=-.

6 Trhe Clerkz Mr. Roth?

7 (No response)

8 The Clerk: lir. Danfortlh?

9 (No response)

10 The Clark: M4r. Chafee?

11 ( No reasponsce)

12 The Clark; "r. Heinz?

13 (No response)

14 The Clerk: 'ar. Walloo?

1 5 (lo response)

16 The Clark: ~fr. Durenberge:--?

.17 Senat-Or Durenberger; Aye.

18 Thie Clerk: M!r. Acms-ronu?

19 Ferar-or Armstrong. Aye.

20 The Clerk: r Symmns?

21 (No response)

22 Thei Clerk: Klr. Grassley?

23 (No response)

24 The Clr :r . Lo nga?

25 Senator L-on g No.
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1 The Clark; 'Mr. Bentsan?

2 (Nc response)

3 T he Clark : UIr. Matsunaga?

4 (N7esoo nr-)

5 The C le k: ~!r. Moynihan?

6 SenatDor `Yoyiih~an: o.

7 The Clerk: yr. Bacus?

8 Senator 3-azus: lo.

9 The Clerkz Yr. 3oren?

10 (No response)

11 The Cler~kz ~!r. Bradley?

12 Senator 1Brailzey: NO.

13 The Clark: Mr . M.itchell ?

14 ( N Oresponse)

15 The Clerk : Mr. Pryor?

16 (N.o r -es no n se)

17 ~~The Clark: 1r . 'Ch a irm anr?

7'Th aChairman; M!r. Pryor, no.

19 T7h eC le rk: Hr. Chairman?

20 T ha C haiir ma n iA ve.

21 Senator Heinzz M4ay we have just a statement of what we

22 a r v c, i nr on ?

23 The C'hairman: This is to give state and local

24 governmerts the same oayman t rate is Lpr-iva te em-ployers.

25 Se na t or e i Dz: -`hich iLs how many? Eiuht times per month?
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Sena~tor Armstrong: it varies, ZSenator, by the! size of

the em;lover. I th i nk wh il e yo u were o ut ofz th e room ,

Sernatcr:, I

men-L-oned t;-at small firms do not have to dencs-it as fast as

larae firms. This Just Puts state and local ernp'oyers on the

same schedules as the Private sector eimplcyers are on.
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1 Senator Chafeei That has merit. I vote aye.

2 !7enator lrmstrongz 'er. Chairman, T have Senator 'Symms'

3 proxy and hie votes aye.

4 Senator (.~z Indicating]

5 The Chairman; Do you vote aye?

6 Senator (-lz Nods af-firmativelly]

7 The Chairman: The vote is now seven yeas and six nays.

8 It is agre-ed to. -The absent senators will record their votes.

9 Senator Armnstr-onaz V.r. Chairman, in the next section

10 t hesre i s a I s t of: a men dm.en.t s u nd e r t he h e adiin C. o f 7_auty,

11 and I have two pro-,zsals to offfer on that list. Poth of them

12 have some modest 7ost to the trust funds.

13 The first is in your package of handouts under the

14 heading of prz~vidingo additional dropout years. Under the

15 current law when. we compute be'%-nefit levels, the f',ive years in

16 which the worker had the lowest income are removed from the

17 eacnin:; historv. The ef-fect of this -Five dropout years is to

18 permit people to arrange t-heir benefit- records so as -to

19 increase their benefits to maximize their earnings.

20 The proposal T offer is to provide three =additional

21 dro~pout- years for spouses who leave the work force for the

22 purpose or carinz: Cor zchildren under t~he aje of 6 at home.

23 To qualifv for these additional Years, a worker must not own

24 more t~han nali- the average wage of all covered workers durinc

25 t he _y e ar . LT pErally,, in practically eivery -c-se we are t-alkino:
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1 about the mother, but in some cases, in perhaps a crowing and

2 si-inific~nt number of c~ases, we are t1alkinz- about the man who

3 may stay home -f;or a year or two to take part in ch'Lld care.

4 urge this- for fairness reason and because T -hink as a

5 matter of social policy our Social- Security SYstem should not

6unduly discourage people f:rom staying home during criti4cal

7 years of their =hild's development. I think at least the

8 Social Security System should be neutral to that extent.

9 The cost of1 -his is estimated durina the 198>3-9 Period

10 as aeglii'ible. Tt1. has a lona-term ccst of .21, so both on

11 fairness grounds and becauseI think we can well afford it, T

12 would urge its adoption.

13 Senator Packwood; The cuestion.

14 Senator Chafea: i would like to ask the Social Security

15 people, the representa-tives, is it possi4ble tc monitor this?

16 How doe5s one Identify that the home ha children under 6?

17 What does that do to your records?

18 -yr. Trout; Well, Senator, it could be an administrative

19 probj--em but we do have a provision under the 1980 disability

20 amendments that already requires us to determine child care

21 dropout years, so we are Developing ways of tryina to

22 implement this kind of orovis~on.

23 Senator Heinz: M!r. C-hairman.

24 Senator Packwcod; F-11l had his hand up fEirst.

25 Senator :Fradlsy; 'r hairman, i think thisis a good
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1 amendment. Ir hOpe the committee will adont. it.

2 ~Senator Leinzz May I :ask how much this amendment costs?

3 Cen ator Ar"Mstrong: .2 1.

4 Senator Heinz; .21 percent of taxable?

5 Senatoc Armstron~z Lonc-range.

6 Sen-ator Feinzz Does the Senat-or propose to ofFer. a

7 second amendment, another equity amendment?

8 Senator Armstrong; Yes, i have several amendments which

9 I hooe to offar.

10 Senator Heinzz According to the sheet here, you will

11 also have -one for the 1ropout years for child care as well

12 as -

13 S-enator Arm'strcngz 'That is the pending amendment.

14 Senator Heinz; Unremarried divorced spouses?

15 Senator Arm st:rong: -Yes, that follows. That in the

16 handout is not priced, but I have the numbj-ers now. They were

17 not available when we Yeroxed that she:et, but the pendina

18 amendment has negligible costs in 1983-89, and .21 over the

19 lona term.

20 Senatkor 14einz: just so I understand the consequences, it

21 doesn t 7ost- mu:7h right nlow, but it means we will have to

22 f-;;;nd percent of taxable payroll on top o-F anything else.

23 We are going to have to raise the retirement age further or

24 r-ed-uce r-eplacement ra:-tps or increase taxes.

25 Senator Armstrona: The Senator is correct. Tt is a

ALDERSON REPORTING COMPANY. INC.

-00 VIRGINIA AvE.. S.W.. WASHINGTON. D.C. 20024 (202) 554-2345



1 li-beralizationi of benefit-. -it has a cost. in MY view it

2 promoteas a socially desirable end an4 ifar Itf is in

3 essence a -ret-urn to the policy that existed prior to 1972, at
4 which time the dir-ocut years were fiv= an! twc. ',-cause of

5 leoyal questi-ons that arose at that time, it was ncrnalized

6 for everybody at five.

7 This reestablishes the. principle tLhat we oucl-t to have

8 some consideration -for people who have to care for children,

9 but it 4oas it in a sex-nsutral way which we believe will

10 raise no lecal :uestions..

11 Senator Heinz; '¶r. Ch-airman, clearly this is an

12 extremely attractive amendment to all of us, but I would hope

13 that before we start voting -for attractive amendments, we

14 find ways to Pay for them. One of the reasons that Social

15 Security, socme of our constituents tell us, got into the

16 situation it is now in is that all kinds of very fair,

17 perfectly proper and also very equitable things were done,

18 but the system couldn't afford it all.

19 I am not opposed to what t1-he Senator is doincv, but I must

20 oppose it unless he finds a way to pay for it.

21 Senator Aromstrong: The~ Senator makes a good point an-i I

22 promisE- that :., for one, wiLll support an amendment which will

23 pay for it, and that amendment is included, in here. But I

24 also want to ocint out that that applies to everything wre are

25 loina hpre~~ tonizht. ~4e have t-o decide what we want tlo do,
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and in the end we must bbe- prepared to pay for it.

I don't want to misleafd anyone. The worst thing would be

ths situation whar=e we were leaving the fund unbalanced, and

i wouldn't do t-hat for a minute.

Senator- Chafeqz r.Chairman, I think we have a great

danger of,; that taking Place. I think this committee, like

many ccmmittees, is strong on voting for bene-fits an"-

reluctant to vote for taxes, and when you said4 .21, I

thoucht, that is fine. I thought .21 was something like

210,000, or make it million, but nothing signi-Ficant. B3ut I

understand now that it11 is .21 of payroll; is that right?

Senator - rmstrona: [Nods affirmatively)

The Chairm-anz 'if you add another one, it would be two.

I think the two amendments are *L4 percent ofl payroll; is that

correct?

Senator Armstrona; The amendment I ho~p to Coffer in a

moment would have a long-term cost of .20, and the total of

those would be .41I. I would also point out to the Senator I

have several amendments which contribute to thl-e solvency of

the fund in the lona term, well in excess of the amendments I

am o-L-Ffe r i n .

Thze Ch3_irmanz Mavbe vou should offer those.

Senator Chafee: i would much rather see the savings

amencments Posed and =_docted befo-re we got into the spending

amendments. Human nature beina what it is, I suscect the
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1 spending amlendments have a good deal of support.

2 ~Senator Paucus; v'r. Chairman, I would second that

suggestion. You know, .21 means employers and employees ea ch

4 contribute an additicnal .1 percent; of payroll. ?-iaht now we

5 are moving to 6.7, up to 7 percent. -That is .1 cerCent of

6 payroll, sD it is not inexpensive. Like the 7senator f.4rom-

7 Rhode Island, I would like to see where the savings are first.

8 The Chiirmnanz Right. I am symnpathetic. in fact, we

9 wrestled around with these issues on the Commission. 'Pe had

10 Hartha Kays, who has crobahlv -been a leader for years in this

11 area, and '~ary Fuller on our commissicon and tr who are

12 interested in equity. We cot to the point we either had to

13 extend the retiremnent age or raise taxes, and what we, I

14 think, more or less agreed, only at a commission level, and I

15 am certain they are willina to agree at a committee level,

16 was to explore these long-t~erm, see whether there was some

17 way we could work these in in the long-term areas so we

18 wouldn't be forced to either raise more taxes, cut benefits

19 or whatever.

20 Is that a correct rsc-ollec-tion, Carolyn and 3ob?

21 "Is. Weaver: Yes.

22 ~!r. Flyers; Yes.

23 Ms. Weavers Z~n a number Df occasions.

24 The -hairmanz I like the amendments . think they have

25 greatt merit, but T m not certain -- I know Senator Armstrono
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1 is perfact-lv willing to Pay -for them.

2 SenatoDr Arn-stron::,' The Senator is correct. In fact, t1-he

3 Chfirman anj I are c0-sponsors of a Proposal which in fact

4 would' IC so. I: is not an inlconsequential amount of money.
5 I said at the zutset it costs something but it is worth a~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~- - co ts s me h ng bu t s wo t

6 lot,_ too. It -Js a useful Proposal. It coiies down to what

7 You think our cricrities are.

8 I thinK this is important, and if we have to give a

9 little on the retirement ac~e, that does not seen unreasonablie

10 to me. Put theare is no 'Kidding about it,; we mIust pay for all

11 of this, not Just this one but everythIing else in the bill

12 anl~ that we iiave previously voted fEor. That is absolutely

13 ri-ght. I Just think this is a worthy cause.

14 Senator H-einzz Mr. Chairman, could T ask whether the

15 staff knows how much, sinct: .21 doesn't sound like much to

16 many people, how mnuch that is in dollars over the 75 Years we

17 look here?

18 ds. Weaver: =ob Yiyers and I were Just calculatina that

19 and we bel-ievne itl is about T2.8 billion oar year over the

20 n ext41 75- years, and that is in 1983 doll-ars, current dollars.

21 Senator /Eiz 2 .8 billion per vear?

22 Thank vou, Zr. Chairman.

23 T7he Chairman: Are- you ready to vote?

24 Senator ?.rnstron-az Sure.

25 'Senator Ch'af'ee; ~1r. Chairman, T Vill vote no until we
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1 see how the money-raising asrects co.

2 The Chairman : We can always reconsider.

3 Senator Chafeez No, T won't be on the preva-'1 'n- side,

4 but so -Teon a wil 1 he.

5 The Chairman. Do you wan t to offL: Ear them i~n the ot-he r

6 order, the savers first?

7 Senator Armstrongz Mr. Chairman, it cuts both ways.

8 Exactly what T need to offer to pay for this dependis on what

9 carries. Tt doesn't miatter what order we vote on therr. In

10 the end we have to reconcile them. I don't have to offer all

11 of my amendments. If otherz- want to cet in af"ter this vote

12 and offer amendments, that is fine.

13 Senato~r Era=dley: Good. Good.

14 Senator Armstrong: I would like to offer the one more

15 th1La ties -to this, and then :1 would be glad to yi-;eld. i have

16 several amendrnmentG butI ic nL ot- Seek to monopolize the floor.

17 The Clerk: Senator Packwood.

18 Senator Packwood : Aye.

19 The Clark. Senator Rot-h.

20 [No response]

21 The Clerkz Sen~ator Dan-forth.

22 The Chairman: No.

23 TheClr k Senator Chafee.

24 Senatoc Chafea: No.

25 ~The Clerk: Senator Heinz.
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Senatoc Heinz; No.

The Clerk: Senator Wallou.

T e Chairiian; No.

The Clerk: Senator Drneg

Senator Duraner-.-3r; Aye.

The Clark.; Senator Armstrong,

Senator Armstrong; Aye.

The Clerkz Senator Symnms.

Senator Armstrong: hye.

The Clerkz SenatLor Grasztley.

Sen.ator Grassley; 'Jo.

The Clarkz S5!nator Lomb.

Senator Long: 1o.

Wait a minute. Is this your a

Senator Armstrong: Yes.

Senator Lona4 Aye.

Senator Armstrcnc: Thank you.

The Clerk; Se2nator Mat-sunaga.

(No response. )

The Clerkz Senator M1oynihan.

Voice: -No.

The Clerkz Senator Faucus.

Senator SaucusL Aye.

The Clerk; Senator Boren.

(No r--snons=.)

e~r.

meni1ment?

ALDERSON REPORTING COMPANY, INC.

2.00 VIRGINIA AVE.. S.W., WASHINGTON. D.C. 2_0024 (202) 554-2345

1

2

3

4

5

6

7

8

9

10

1 1

1 2

13

14

1 5

16

1 7

18

19

20

21

2 2

23

24

25



1 86

19 Senatcr Armstronq: I believe all senators have a writeup

20 on 'this, buat if5 vou haven't hald a r:hance to look at it, let

21 me tell you quickly what the background of it iLs.

22 Tn det~rmini-lc bene-fits under the present law, a divorced

23 spouse can receive2 benefits based upon the higher ofth

24 benef-its, based jipon their ownr earninas or their spouse's

25 a a r Tin~s. Her? i-S the problem. If you get a iependent
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1 spouse, and agai~n, we are m~ost often, almost always, in fact,

2 talking about a divorced woman who has been married fcr a

3 long time, 10. 15, 20 years, who is t~hen divorced and enters

4 the wcrkfo-rce tLo make her own way and does not remarry.

5 There are simolv not enough years left between the time

6 of the divorce and the time of normal retirement focr her to

7 accumulate a rdecen-t earnin:;s record. It just isn't po~ssible.

8 It is a Catch-22 situation. So the notion of this proposal

9 is to solve that narrow problem -for spouses who are

10 dependents;, who are divorcead and who -lo not rerar~ry.

11 if they r=-marry, they are right back where they 'were If

12 they stayed marri-'ed in the first place, so tLhis only

13 addresses itself to that group of people who are in the

14 Catch-22 situation of bein'm divorced, making their own way

15 ani simoly not havina enough years to accumulate a decent

16 earning~s record.

17 This proposal is not priced in the handout which has been

18 distributad to you and the reason is the numbers were not

19 available to me at that time. Let me just tick off what the

20 numbers are.

21 The costs to thp trust fund are .1, .2, .3, .-- , .6. The

22 total for the 1983-89 period is 1.7, the long-term cost of

23 .. ± my opinion this is an equity in the present system

24 that neerls to be c-orrect ed. T acknowledige it costs

25 something, but it is worth somiethinc. it is a real injustice.
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1 Th-1e Chairman: Well, as I understand, this is another

2 very fine amendment, Ibut T Just want -to tell m-y colleagues

3 thatl. the moment of reckoning wili come herea soon. How many

4 billion a year is this?

5 v-s. Weaver: The same amount, T2.S billion.

6 The Cha-_irjianz So we are looking at how do we raise $6

7 billion a year, $5.6 billion a yea--, and it is not easy,

8 believe? me. I don't have any ideas off,- the tor of my head

9 unless we want to ao to 68 on t-he retirement age, and T know

10 the Senator from Colorado does.

11 Senator Armnstroncr: Nso, the Chairman is misztake~n. I want

12 to go to 66 and thereafter index to longevity, which picks up

13 1.65 percent of payroll. in other worisz --

14 Senator Bradley: 1.68 of payroll?

15 Senator Armstrong: Adooting the Zommi!~sion's Ontion

16 F-12, which is literally after the turn of the century

17 raising the retireiment age one year, and thereafter indexing

18 to lonagevity is estimated to be worth 1.6 percent Of payroll,

19 which meanS -

20 Senator Bradley; In that plan what would t-he retirement

21 a ge be in 21030?

22 Senator Armstronc: it depends on longevity.

23 Senator Bra=dley; 89?

24 [Lauahterl

25 Fenator Armstrcnaz T don't want to veer off too deeply
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1 into that.

2 Senator Pra-;,ey. Okay.

3 Senator Armstrong: But I wo~uld invitea the Senator's

4 attention to the handout imaterial. We =ut ~ thr-ee charts

5 Predict-ing lonqevity, vtoth backwards to the 1930s and forward

6 to the 2list Century, and you will see, based upon life

7 expectancy at birth, age 20 and age 65 what is happenina.

8 They are going off the chart. There is no ge ttina arcund

9 it. The ages are rising.

10 Senator Brailev: So it could g-o up considerably.

11 Fenator Armstrongz It could go up considerahly, yes. In

12 fact, I expect it would.

13 Senator Heinzz Would the Senator yield?~ Just so we are

14 all clear on 'now this would work, there were a majority of

15 members of the Commission who recommended that the retirement

16 age be raised -to age 66 effective in the year 20115, beginning

17 by-phasing that in in the year 2000 with the ace 62 people a

18 month per year'. That was Something that a numnber -- and then

19 index to ioncevitv a fter -the year 2015.

20 Now, as I undarstand the difference, the Senator would be

21 phasing in the age 66 approximately 13 years earlier than was

22 recommended. is my understanding correct?

23 Senat-oc Arm~ztr:ona: The Se-nator knows me well enouah to

24 know that T an not trying to be evasive 'when I say this, but

25 I I on' wRnt to : ai-` about retirement- ages now because I
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1 haven't- decided what retirement age proposal T will

2 recommend. I believe that my motion will he to adopt that

3 which has air=e-_y passed the House, or a very practical

4 reason.

5 If when we ;,et to the ;:nd of t-he narkup that is not

6 sufficient to co-ver the gap, even though I don't think the

7 House-Passed version is as good. as the proposal I have passed

8 out -- I think this is clearly better -- but there is some

9 wisdom, you know, in settling some of this before we get to

10 conference, so - am probably goinar to move to adopt the

11 so-called Pickle amendment.

12 If at that point we have adopted things that have

13 long-tevm costs in excess of what revenues are available to

14 pay, then we are clearly obligated to cover those, and there

15 are lots of d~ifferent ways to do it.

16 The Chairman: AgaJn. 1d don't1_ have any quarrel with the

17 amendment. We discussed the amendments in the Commission,

18 but I must say we took the lead, the male members, from the

19 ladies on the Commission anIdI think there was aeneral

20 agreement that as meritorious as these were, we couldn't. come

21 up with any way tc pay for them.

22 Senator Armstrong has a way of paying for them, so we

23 have to make a package judgment. T we are willine to vote

24 for the amendmients to pay for them.,TIwant to be recorded

25 aYe. Eut we cant -add $5.~- billion per year by adopting --
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1 we have already adopted one am~endment -- by adopting a second

2 amp~ndnent 4hich is T2.8 billion.

3 Senator Longz Why don't we put on something to pay -flor

4 it ?

5 The Chairman: We are getting to aet a chance to do that,

6 I iuess, but hopefully we --an always _reconsider these later

7 on, but let's just have a roll call.

8 The Clerk: Senator Packwood.

9 Senator Packwood: Aye.

10 The Clarkz Senator Roht6h.

11 (No response.)

12 The Clerkz Senator Danforth.

13 The Ch:4irman. No.

14 The Clark: Senator Chafee.

15 Senator Chafee: No.

16 The Clerk: Senator Heinz.

17 Senator Heinz; NO .

18 The~ Clerk: i'm sorry?

19 Senator Heinz: Nc. I'm sorry.

20 The Clerk: Senator Wallop.

21 The Chairman; No0.

22 The Clerk: Senator Durenberger.

23 Senator Durenberger; N~o.

24 The Clerk: Senator Armstrona.

2 5 ½~natcr Armstrongz Aye.
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1 The Clark: Senator Symms.

2 Senator Armstrong: Aye.

3 The Clerk: Senator Scassley.

4 Senator Grassley. No .

5 'T'he Clark: Senator Long.

6 Senator Long: NO.

7 The Clerk: Senator Bentsen.

8 [N'o response]

9 The '-lerk: Senator Matsunaga.

10 (No response.)

11 The Clerki Senator Moynihan.

12 Senator Long: No.

13 The Clerk; Senator PB3ucus.

14 Senator Baucus; Aye.

15 The Clerkz Senator Boren.

16 Senator Doren: No.

17 The Clerki Senator Bradley.

18 Senator Bradley; No0.

19 The Clark; Senator Kiitchenl.

20 (No response.)

2 1 The Clerk: Senator Pryor.

22 Senator Bradley; N{o.

23 The Clark: Mr. Chairman.

24 The Chairmnan; No.

25 On th4is vote the nays are 12, the ayes arme LI* The

ALDERSON REPORTING COMPANY, INC.

.±0 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (202) 554-2345



1 amendment is not agreed to.

2 Senator Bradley: Mr. Chairman.

3 The Chairman: 'Senator Bradley.

4 Senator Pradleyz wr. Chairman, I have two amendments i

5 would like to offer. T"he first amendment deals7 with the

6 taxing of benefits. Frankly, this presents some problems for

7 all of us. The Social Security Commission has said that it

8 would tax one-halfc of Social Security for incomes of

9 non-Social Security income over T20,000.

10 What I would like to suggest is that before that tax on

11 one-hal-f of Social Security benefits goes into effect, the

12 recipient will have had to have received everything that he

13 or she has put into the system, plus interest in the form of

14 their 'Social Security payment.

15 Since, as we heard today from the Social Security

16 Administration,.it would be diffEicult to do this on an

17 individual basis, what I will suggest is that the Social

18 Security Administration be allowed to estimate the average

19 period and tax benefits according to the average time period

20 out. there today, which is no more than three years.

21 So the aff_==t of this would be that a tax on one-half of

22 Social Security benefits paid would not ao into effect until

23 after three -Years of receivin,- benefits of any Social

24 Security rzcip,_!nrt.

25 *The Chairman: IS there a cost estimate on this?
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1 Mr. DeAcmnent: It is estimated between $7 billion to 110

2 billion over the decade.

3 Senator Armstrong% Mr. Chairman, excuse me. thought

4 staff had completed their statement.

5 Mr. DeArment: There is a bit of D.isagreement. It is

6 either $5 billion to $7 billion cost over the decade or $8

7 billion to $10 billion cost over the decade, depending upon

8 what assumption you use, but it as least $5 billion.

9 The Chairman; That is a pretty big gap. How do you get

10 it that big?

11 M1r. DeArment: That is basically by saying you are going

12 to lose three years' worth of the taxation by assuming it is

13 about 2-1/2 to 3 years before You pick up the amount put in

14 by the employee.

15 Senator Bradley: Essentially it affects thos- retiring

16 this year, next year and the following year, the first three

17 years. It doesn't affect people who are already three years

18 into retirement or more.

19 ~ !.D2Armant: That is riaht.

20 The Chairmanj As I understood Mr. Myers this morning, he

21 didn't think we would have that much difficulty, is that

22 Correct, in determining what?

23 M~r. Myers; Well, MIr. Chairman, I think you can determine

24 what the contributions are for- people in the past relatively

25 ea-sily.- Gne thing I am not clear about the proposal_ is would
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1 it take into account benefits people have received in the

2 past or would it be lust prospeztivs? fLn other words, if

3 someone has been on the roll for four or five years now.

4 Senator Pradlay. No, it is prospective.

5 i"r. M!yers. It is only the benefits they get from now on.

6 Senator Bradleyi That is right. New retirees.

7 "r. Myers.; But for people who are now on the rolls.

8 Senator Bradley: People now on the rolls who have

9 rezpivad tfteir full amount bark in contributions would be

10 subject to the tax. it is people who are not on the rolls

11 and who have not received their full contribution, and that

12 is why I don 't know if thef figures are exactly correct.

13 Senator Longz Would you mind explaining that amendment

14 again? I am not sure T understand.

15 Senator Bradley. All right. The Commission's proposal

16 nov says that one-half of your Social Security benefits are

17 subject to tax if your income is over $20,000 as an

18 individual.

19 Senator Longz Say it again?

20 Senator Fradley: Tf your income, your non-Social

21 Securit-y income is ovsr $20,000 as an individual, one-half of

22 your Social Security payment is subject to tax. What I am

23 saying is; fine, only do not begin. to tax that individual who

24 has non-Social Security income over $20,0100 until they have

25 received the full amount they have contributed to the system
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1 plus interest.

2 Now, since you can't do that, as the Social Security

3 Administration said, an a recipient-by-recipient basis, there

4 is an average period conventionally looked at as three

5 years. So the effect of this amendment is to say no tax on

6 Social Security benefits on one-half of the Social Security

7 benefits until three years after retirement.

8 Senator Chafee: Would you then impose a tax on 100

9 percent?

10 Senrat-or 3raidley; No. One-half, the same as the

11 Commission.

12 The Chairman: Let me just say, and I donot want to cut

13 anyone Off., but this was discussed in the Commission, It is

14 one of those tough decisions, and whether it is $9 billion or

15 $10 billion, if we adopt the amendment, we have to find the

16 $5 billion.

17 We have some concern about getting through 1985, 1986 and

18 1987 as it is if we take out $2.8 billion -- an amendment we

19 just adopted -- per year, and another few billion here. I

20 would just hope, we would not adopt thlis amendment. I think

21 it-6 is probably more generous than we treat privat-e pensions.

22 Is is, is that not correct., Ir. Myers?

23 -Mr. ~!yersz Yes, it is, because private pensions, after

24 the people get their money back, which is a period Of

25 probably 'Less -Lhar three years, tlhen you tax t-he whole
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1 pension, not just half of it, and not with any threshold.

2 The Chairman: Do you want a roll call?

3 Senator Bradleyz Yes, I would.

4 Senator Moynihan: Xay I Just say the senator from New

5 Jersey and I are normally in very close agreement on matters

6 in this committee, but the putting tog-ether of a program that

7 will put this system in solid shape, and the only close

8 moment we have are in the next three years. As much as I

9 would agree that it is a pleasant thing to do, it seems to me

10 it would be a dangerous thing to do. it seems to me it could

11 bring us back here in two years time.

12 Senatorc Armstrong; M~r. Chairman, i want to offer a

13 substitute.

14 Senator Chafee. If I under --

15 Senator Armstrong; Excuse me. Go right ahead.

16 Senator Chafeaz As I understand the rationale of only

17 taxing half the Social Security benefits, it is that you are

18 not taxing any of the portion that the beneficiary put in,

19 you are only taxing the employer's share. You are not taxing

20 any of what the beneficiary put in. So that the

21 beneficiary's contribution is not being taxed at all, as I

22 understand the rationale.

23 So the Senator from New Jersey's proposal is not only to

24 not tax it but to give a three-year leeway on the employer's

25 contributi)n .

ALDERSON REPORTING COMPANY. INC,

400 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (202) 554-2345



The C-hairmanz Correct.

ALDERSON REPORTING COMPANY, INC.

400 VIRGINIA AVE.. S.W., WASHINGTON, D.C. 20024 (202) 554-2345

1

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

20

21

22

23

24

25



1 uneam--)'oym en t pl an to of~fer.

2 'Senator Movnihan~ We havre the long-term.

3 The_ Chairmanz rWe hav- 4t he lono-tarm. Senator Yloynihan

4 has an amendment .3n tha t. Senator Heinz, who wa-s a member of

5 the CO-Immission and a member of the committee Tay ;have an

6 amendmenF-t, and- that should windi it up. We micrht l~e out ofr

7 here soon.

8 Senator Armstcong:I have an addition to the items we

9 have laid aside on the retirem~ent age. I also have a modes-t-

10 amendiment on Th-ocia1 Security and also a UC ame-nim~ent. D o : o u

ii1 want to take that one I ttle Social Security amendment?

12 Th a C ha irm -n; Let's take the Social Security amendment.

13 Senator Armstronc: U!1r. Chairman, this is, a vrery simple

14 amerdment. It has to do with the iaposit requi-rements for

15 small businesses. Unter the present law, employers are

16 required tD make their iaposits based upon the size of the

17 liability which they incur.

18 At the pzresent tinme, employers wit', p500 or less in

19 monthly withholdijnz from FICA and income tax can deposit -once

20 a month or once a quarter. Employers i;n the V500 to p~3000

21 per month group de-cosit mronthly. Employees- who have more

22 than ~3,000 a nont' de-posit up to eight times a month.

23 My proposal - simrlv tc do two thincs, actually three

24 things, but t-.c -thnat are substantive. The is to raise the

25 $3,000 thesol ,t ,000, simply -recognizing that with the
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1 passag? of ti.-, so me of thes= very small businesses find

2themselves in, a situa~ti on where freqiuent depcsit- is diJfficult

3 for them.

4 :od 1i in my amerninment rauin h

5 target est-lna-te- -for compliance 'from 95: Per-ent to co

6 percent. ..n t'r words, that is t h ethresh;old hbefo)re

7 Penaltie s -,;c ul 1be imposed for late or irczorrec.ct de'cosit.

8 Third, codifyte rules.

9 Th-t- ls th~? nature of the proposal. Tt has a small cost

10 benefit to the trust f-und and to the general revenue -fund,

11 w hi ch iLs enan eo di n t he m a t er ial w e hiave h arr- e di out- t o

12 you. T think it is fair and, frankly, it res;ponefs to a very,

13 very keenly. felt concern among small businesses who, frankly,

14 ara havin: horrible~ zash floIw problemsz. This seems like a

15 reasonable way to help them out a little.

16 v'r. myers, Ran'dy, do'es anyone have a comment on this?

17 "fr. Weiss. can explain the amiendment ?s~sentially

18 involves h--w of--ten employers have to deposit withholding and

1 9 taxes and dcul .4 allo1 -w some employers in effect to be able to

20 wai.t 'until" the fol-lowino month rather than, having to pay the

21 imone y t o t6ne 7::reasury during that month. T cuess assume

22 that thea r=educticn in the amount You have to d-eposit- would

23 only a-,nl: t-o Szmall businesses, a lthcu~ h it- is not

24 Se~ial zt- ee

25 :r7ni -rvenue estimate is cons-istent with a small
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1 business.

2 Ths Chairman:I wcnn.-r what the r-ut-off Point On that

3 is. Fow dor You define a smail' business?

4 Sentor Armstrong: r Chairman, we -Don't- atteip.t to

5 define s-mall business, h-dt +1I-;;that thresh old of ~,C we Just

6 raise it to T5,000. That -is hcow.

7 The Ch3irman: T see.

8 Senator Armstrong: There is no definition involved. Just-

9 three tiers of different de~posit lates and very large firms

10 a re d e enied to b 1e a blIe t odePosiLt very frequently. They have

11 data processian, they havez thei fine ncial capacitv, they have

12 the float. We arE! just -rais-ing that threshold a little to

13 give a croup of small or imedium-small business concern:s a

14 little, not a great deal of time, but a little more~ tine to

15 get their money in.

16 Mr. Wei ss; S:enator Armstrong; would the 9E- to 90 charge

17 onLy ap ply to small businesses, perhaps businesses with an

18 annua l paycroll below a rezrtain amount, or would that apply to

19 all corpo-rations of all sire_-s?

20 Senatorn Armszroncz 'v contemplation is small business,

21 but I must admit I. havernt tho~ught that thrcuah very well,

22 a~ n i+ s o und s t o m.e a s it fYocu h a ve a re c o mm en d ati__o n .. Do yo0u

23 have a recommenidaticn?

24 .. r. :4e.issz One ossitilitY would be to l1ook at the

25 ann ual O-a Yroll- focr, the bu sinez s or t he a~n nual withhlf.i n g.
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1 Sena=tor !rmstrongz Hc'~i about insteadi of -_4oina that, mnake

2 it apply to this ogoup in the under-$E ,000 threshold Ceca~use

3 that woulw be 7Dnezi stent with the othFer pcrovi-sion Of the

4 amsendcnt?~

5 Yr. WeiJss T ndi'iiUas Swho --

6 ThCe _ rm n1 1, if it is All richt, -iaybe an ycan

7 work,. on that r~uring this ten-minute b~reak.

8 Senatcr Armstr7ona: 3sure, while we are at break. I have

9 no ob~ection.

10 T se- VCU r point. rhe very iarg'e firms wcul : also havle

ii th ecapacity to ho)ne that -lown and a-et down to wh~ere their

12 r~w~c was 90.001. i am not trYirnz to he!-p thp.

13 sharpshooters; Im j--ust tryir.g to help sorne Pe~onle.

14 Mr W4eiJSzs I think the~ revenue :2St ma ~te is consistent

1 5 withi some kind o-f 'Limitation on that.

16 Se-nator: Arnstron;: L';,i~ur? out wh~it that- would" b-e.

17 ~ Te C~ha ir- an~ 1ust have - don 't think it is an

18 amenament, but wh=en 7'r . Fle miJnn and "r one anpgearesd to

19 testi-f-Y, and they -rcitably have been watchin g t hisrooam as

20 closely as many, --tout S.-9 pecrent of elder-ly Social Security

21 rec ip ie nts also _receive SS1, and it iLs believed by some. that

22 t h nroportion eii-ib ielay be -Oon.si hab. hi her.

23 ~~ hypooe n T th ink it i sa rat.'er simple

24 s u zce7asoizn, s to JcT-e that the FEC-ri-tary Of !eal th and

2 5 ;f l 7ra n vicJ o: all SociJal Scurity r-c ioier~ts of the
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1 availahilitv o-f Supplemental Sec~urity Income =nA oecua

2 those kpotek-ntilly eligible tc contact their diLst rict- office.

3 Nlot'Lf4Lcation shall. be made Of all new benef~icia~ries anr' on an

4 ann ua1' _ i- s' toc all1 en e fi4.ciaries by i~nsert with their

5 benef it ch_=7kS or throu-.h penarat-e notificatiocn -for those

6 ~i-th ~direct deposi;t of their checks.

7 I understand ~:HS or whoever, lsEsA, ther-e: is no reason for

8 this, but we have b-een unable to estimate the cost of the

9 proaram. I know the admi~nistration feels that most of the

10 ber~iq iar s av=e been not-ified. Unless there is some
11 strona oblection, it seems to me that iLs the least we can do

12 for the lowest income people, to alert them on an annual

13 basis that they mijht have some benefits if they contact

14 their distriLct Offices.

15 S~en a t:o "o Yni ,a n; I think that is a fLair point.

16 The Chairmanz lo you feel strongly about this, Mr. Trout?

17 Yr. Trout: 'We !coked at this _idea overnig,1h- since we

18 heard a.bouat it from staff. I want to make a couple of

19 points about ift. '-he numbers that _indic-at2 there are only

20 6.9 per-cent of Social 'Security bene-fiCiaries who anet SS!

21 d o n't refle 1 -c t t he f a ct t ha t ou i te a n u mb er o f t h e ,, mi Cht h a ve

22 assets cor asset income. ,Is you know, the SS! asset te-sts are

23 pretty t LqI-, t .

24 ThCY alsa -may '-e 1iJvin7 with relatives and have their

245 needs takn careof have made many ef":forts over the
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1 Years szince itfe SZ3I program was implemented to find as manv

2 cases as we could!, and the latest efforts in that direction

3 have hadz very small results. Our feeling is that to -iotify

4 all 36 nillion tben~f iziaris -is a real shotjun ap;proac that

5 will b-e in a sense was-teful.

6 ~Th e Carra n Have you co- a better idea ?

7 M~r. T-rout: 'Wl , one thing we do right now is ea-ch

8 Social Secir-ity applicant who does come in is advised about

9 It-he abil~~y of the SS1 program, and if it sounds like they

10 miLght be el igibIle, we take an application f rom thn 4e also

11 have very active public information Camnpaigns anj w? wocrk

12 with private Charity agencies to get referrals.

13 tie fe-el we have a very active program aoing on rizn~t flow

14 which just about pullzs in everyone we can reasona~bly pull in

15 withou:_ spending a lot of money.

16 The C~i~a T ~_.n',t want to get into it. ft there is

17 no stron- obD~ectjion, what we mnight lo is include this in the

18 Proposal, and that will give us some chance to work with you

19 betwezen now ard the tine we zo to conference if there is a

20 b ette ar :wa y .E u tI can see the cost in mailinci out 36 million

21 not -:cizs. There oucht to be a- way to lower that number.

22 r Troutz 'Tr. Chairman, we thought about ways of
23 tarcezti: this, on, certain groups, b-ut if you try to target

24 it, =- zvaml', to) pe-ople with low benef itamounts, th-at- is

25 nol0- rle-essa cily the poorest pecule. vou .'icht get: doub-le
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1 dippers ani thlat sort of thina.

2 Senator ~4oynihan: "hy don'It we do this an 4: ive you the

3 chance of thinkinq of an alternative? Yo-u come to0 us. 7-7e

4 were talking a1 'out incentives here. We will cive ycu an.

5 incentive.

6 :Ir. Trou-t- Thank ycu.

7 The Chairmnan& I1 understand your concern, but unless

8 there is obj-c-tion, we can just adopt this -rather minor

9 amendment. -you ai~.ht have Szome cost estimates, too. So we are

10 not trYing to take money Out of the system. Iit i s a oi:n g

ll to be- 70stly, we Vill come uap with some other idea.

12 Let's break -low for 1_5 minutes.

13 How many other memlbers have amendments? Sena=tor

1 4 Armst-ronci?

15 Senator Chafee~zn this bill or on the evenin:7's agenda?

16 'Th:e C hai4r man: On the evening's agenda.

17 Senator Charfee: I have one.

18 The Chairman: All rich t Let's mnake it ten minutes.

19 Senator Chaceaz V.Ch uairman, on the last thing, how was
20 that left? Un-less some chance takes place, they are going to

21 mail out on-e _j yea:r to 37 million people? Or is it that

22 they- are going to~ talk to you and see what to do before we go

23 to the floorl

24 The Chairman; Unless there, is ob.ject-ion,7 will'include

25 it n:r~ni qcina to vis-it with the Sccia-l Security
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1 People to see if we can come up with a better idea and T Can

2 modify_, it on e ficor. and in conference-.

3 Se ia t o E,'7 TO PCo you Will Moiz, it.

4 The Chra n.. 'Thare ns '7t to br~ a 'bettear way to -reacn-

5 th~ ? ht peop±h, ut Theven't thought o-f it.

6 Ten mi-utz~.

8 T he C ha i-,irmanz Senator Y'oyvnhan.

9 Sen-atoc loynihan. 'I!r. Chairman, as we all Rrnow, we have

10 been dea.-inz with the f~inancial aspects of the S7oCi4al1

11 Serurit-y LEunds in rouzhly thraze timeframes. -that s tl- e

1 2 period between now and 199C, whiich we called t1-he near term,

1 3 anai the mi~ile- t-erm is the next 30 years, and t-hen the periood

14 thereafter.

15 We clearly have taken more than amole care of the middle

16 term, and sulff-iciently, we hope, for the short term. Th e

17 long-tern question remains. 'There is, in fact, a .68 percent

18 of payroll still to be made up in thiz package. Tt can be

19 done in -a numaber of ways.

20 Five members of` the Commission and many membbers of this

21 commaittee t.h~ink thlat the hest thinj tlo do woulf be to provide

242 in this Z_-i11 that there be a standb--y tax increase in the year

23 2010, whi:7h, if it tucris out it is not neezed, Congressc can

24 re Pe al 3u t i f- i t i _- need~ed, it is th-ere. And in any event,
25 zrn:"; mn n the actuarial ounesover ~"asi
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1 attest24i tD by th2 actuary.

2 Wte know the difficulty of making'real estimates -,-.,ut

3 even tS in -he far term, but in any event, we are cOmm-itted to

4 closin'g that actuarial imbalance over 7-1 _Yoars, whilch arew

5 somewh-at inth recent repcrt of the trustees.

6- In crd_=r to close it, 'sr. Chai~rman, in accord4ance with

7 the views, with which you are familiar and which most Of us

8 know here, I am going to prcpo-se that we Provide for a .53

9 percent increase in the payroll tax. That is, 1.06

10 altogeth'er, 15.3 on either side, with comparable rates at

1 1seif-employed to take place: in the year 2010.

12 This wdill close the remaining long-term gap, and 4Mr. Goss

13 can testify to this, I think, of .83 -Percent..

14 r . Go1 Fss :(Nod s if firmat-ivelyl1

15 Senator "cvnihanz ~!r. Goss indicates that is the view.

1 6 .r. Chairman, i could spaak at length if you like.

1 7 T he Ch ai rm a n No, no.

18 Senator Moynih-an: B:ut T think you know the arguments.

1 9Th2 ar~um.nts are that we don 't have to make any immediate

20 chances with Zr-spec-t to this long-term period, and m.anyv

21 interveni.-g events could me-an we don 't have to make any

22 chanojeE at all. But if th-inas go -=xa--',-y as they are now

23 forec-ast, this would resolve the problem, and I would like to

24 mnove this I wcul' ik tc discuss it with anyone

25 who 'esi7=s
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1 Senatcr Hei nz: "'r. Ch air-man,, T have a auesticn. When we

2 stated ur mrk~u- to jay, the lone-t erm defiJci tthat weha

3 not aridressed, as I und-er-stancd it, was roughl-1y .CE cercent.

4 Senato:7 'Ilv'riian: T~

5 Fenatcr :-eilzz E7ult we apparently aeopted, alth-ouah I did

6 not vcote f~ it, a child c.i.re d-ropout propossal that cost .1L4

7 percent . So I assume there is a scorekeeper 'down there. My

8 undJerstandIng is that Senator Moynihan's proposal would have

9 addressed -the long-term rp-roblem if he had of-fered it earlier

10 in the day, but- the comm-ittee has gone beyond -:ha-- ooint and

11 now we hav=e an aldditional .14~ percent that a lot1 ofr p~opla

12 voted for.

13 Senator ~!oynihanz Could I say to my friend, my

14 understanding i;s it might even be .21.

is Senator Heinz: You are quite right, .21.

16 S'enator 27oynihan: I hope we are acona to reconsider that

17 matter.

18 Senator 14e-inz: We better r-econsider it -first.

19 Senator vcyni.an. T WOUld b-e happy to d-efter to the

20 Clh ai r man 's w is hs.

21 The Carn: Pa-ruon le?

22 Senatocr Heinz: We were just saying Senator ?Foyni han's

23 propos~l Thersn't cover t--e .- L1, and hE~ is saying it better be

24 riec-cn-siEre. T 'jonIt ;zncw whether there are votes to

25 :on~4 r 1:or nt, bt weoustaddress the issue, I thik
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1 before we =ddrmss th? lon--terin solution.

2 Senator mcvnihan: ;i t hink Senator He-inz is c-orrect. I F

3 we don't, Ty prcpCsal. would not be adeauate to our purposes

4 ifc we continue wi1t h the chlild care provisicr.. So, '.!r.

5 Chairman, You im~iaht. want to reconsider that nCow.

6 i wou'ldlie to r-econsider it and woculd ,move -lo, as you

7 wish.

8 Senator Heinz: Does anyone who was on the prevailing

9 sile want t-o reconside-r?

10 Th1,e C h ai rmazn~ T think we lust, vote on whether we warnt to

ll fill the jap ty raiising taxes, and th;en i t~hink tthere is a

12 proposal czmir;n ffro~m Senator lieinz.

13 Senator T4 e~inz Would that be all right, iLf we just- took

14 a vote cn the principle orf coverin~g the gap with taxes?

15 The Chairman. 'That was the vote on the child care credlit?

16 L r . -i h th E r~ At this pcint, M!r. Chairman, it fails by

17 a tie vote-, 9 t~o 9.

18 Senator "~ovnih-an: TS that the consequence of Senator

19 Ben tse n 's vo te 1-ie inc re co-rZe d ?

20 ;r . LiLah th i z er That is correct, Senator.

21 Senator loynihan: Then we io riot have t-c reconsider the

22 matt.er and it is adequate. could make my speech7 aga~in.

23 The hairn7a n No, no..

24 Senator '::e~i!nz. That is not, necessary.

25 Senat oc Yovn i hn i Di! you all net it?
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1 ~~The Cha=irmanz Do YOU want a roll call?

2 Ser-.azto ovnihian: Yas, 'r. Cha'irmnan..

3 The Chai-~4-1rm a n Th'e Cl erk, will call the oll

4 'Th = Cl er - ; ea t or 'P ack w oc f

5 Se- -c r? c- k~w od Aye .

6 The= Clerk; Senator Roth.

7 sena-tor Roth; IN o.

8 T-he Clerk ; Senator Danforth.

9 (Nc response.)

10 T he- C- Lark: :Sen -a t cr ChI-Ia 1e e.

1 1 Sena-,or Chafea: NO .

12 'he? Clerk: Eenator Hieinz.

13 Senator He i n z NNo .

1 4 The Cl1erki Senator Wallcz,.

15 (No response-.)

16 Thm- Clark: Senator Durenberger.

17 Femator Durentergerz N o.

18 T h - ClIe-r k: Senator Armstronc.

19 S-:nat-zr Armstrcna; No .

20 Th- Clark: Senator Svmmws.

21 [oresponse]

22 heClark; Senator -r-assleyv.

23 S emt.o r C~r a ssIev:y No .

24 C Ihe er k Senator lono.

25 (N r es :.on P zE.
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1 'he Clark. Sean -tor B3=ntstn

2 [orespcnsel

3 Th2 Clark~ . :nator 'atsun~a j

4 (o r =es rc n see

5 The C71rk: ½7-nator Mloyn4ihan .

6 Senator moYninan z Aye.

7 The Clark: Senator B~ucus.

8 Senator Baucus: No.

9 The Clerk: Eernator Boren.

10 Senator, 3cren. : o.

11 The Clerk: Senator Prazcley.

12 Senator Bradlsyz ~~O.

13 The Clark: Senator Mitchell.

14 Serna tor ~'iJrh~eL1 . No0.

15 The Clerk: Senator Pryor.

16 Senatzr 'Pryorz'i o.

17 The ClerkL yr . Chairma~n.

18 Th e C ha ir nma n No 0.

1 9 Senator Dan forth, no; a=n' Senator 4alloo, no.

20 CSen ato r Arm stron a An-f Senator Symms, no.

21 The Chairanzp Those are coming7 in pretty fast. T'he nays

22 are 1, th v~ a=sz are 2).

23 now ask Senator Heinz if he and Senator Irmstronc have

24 aPrOr~osai.

25 Sn a t or Hin;Iz: Ye, r.Ja~irman. The comrmi-tee has
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1 rather deczisi vely deci-ded they don 't want to address this

2 problem by simpl1y, ncreasin-c taxes on future ;enerations, and

3 that .eaves us, rea:llY with two altern-atives. O-ne alternative

4 iLS that Z--Ct.2d by'. the1 HOUCE2 YestardaY, Which is to raise the

5 retirement- ace tc =age 67, in a somewhat complicated way, b-ut

6 nonetrheless to age 67.

7 That wou'ld not bec my -first choice, for a variety of

8 rem-sons, particularl~y since I believe there is a !more

9 balanced wiyv to proceed, and that way would be to, as a

10 majority of the1 emes of the Commission did propose, to

11 raise the retirement age to ace 66.

12 Nw tta on 1 woldPart somewhat with the

13 maiority of the Commizsioners and not index. Tnztead what I

14 would propose we;- lo is to make up the Jilfference at a very

15 little bit Cnore-, which will explain in a mome-nt, by

116 adjusting the pr ar nsurance amount across the board

17 dc'inward by abo-ut . or .153 percent, 12!peniina on what

18 numbcers -de neeo.

19 Now, it had- beent_ -nY original intention to time these

20 changes so that t~here wouldJ be enough money both to cover the

21 elimination of th= retirement test, the elimination of which,

22 as i undJerstand L t, would only cost .05 in 4senator

23 A-n-strong'- proccosal.

24 '!r. Y-s Yes, that is correct.

25 ea t zr L- n:: 'hat is something that is very, very
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1 rn Je st- -i re d . T6 waS -rapared to, advccate accommodating~

2 a s u g e stiJo n 3 en-a t cr r m st r on - m ad; w hic h w as o n t his c h-;Id

3 care dro;ouz years reducinq them fcrom .3 to 2 and lowering the

4 cost to . it'-, nut- T agr!'=c- to that, frankly, or t½- ass-ujc-O:1o

5 that his aendnments had thp vot-es.

6. I now .Find it -does not have the votes, So Taf- not any

7 longer wil i n - to :-address it becauze we don't have to.

8 What I7 would propose is that we raise the reti4rement age

9 from 65 to 56 ova: c:oughly total-in.; a 1-erPeriod, between

10 the year 2000 and 2015. :~hat would Put us at about .33, as:

11 understand it.

12 M~r. M
yr 38. .39, I think, r~ally. That is as in

13 S.76.

14 S e nat oC c tFrz: if we -

15 The Chairmanz Could :iou round that off to .40? mould

1 6 that bn all1 ri-_ht?

1 7 ~ r. 'ver~z: Vcsaffirmatively]

1 8 Senator !:eirz.z Rob;, if we= want to address the deficit

1 9 and the ret-irement test tocetbl-er, the retirement test is

20 .0G5. Wh at i s e -_eficit , .65_ or .6P?

21 M~r. !yer-s: .551.

22 Senator ~!e=inz: Sz, we need .71.

23 'r. 7; r rs; Yes.

24 entrTnz e hav~? .30*

25 ~ r ~
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1 Senator Herinz: So we -need. Just a point.

2 '~r. "y~rs. .32.

3 Senator !-einz: Hcw would we dc on~ the PIA?

4 ':r. B'ya rs; fu could 4do that, as the Ways an-~ Aeans

5 C o mi m ei bi 1 thte o n = t h at w as in t r od uced i~to te

6 House, =axoapt hc they had a 5.2 percent rel-tiv~e

7 reduction, you could make it _ Li percent reducticn, and that

8 would produce the .32 and give you your exact balance.

9 Senator Heinz: I am not hung up on exactly which way.

10 Mr. Myers: Well 1, close .

11 S.enator heqinz: T Will gc along with anlyone whc wants tc

12 do it so lona as w? do it. That wouli, M~r. Chairman, be my

13 proposal for eliminating the retirement test as Senatcr

14 Armstrong wants to3 do, and I think we should do that. There

15 is a uniaue opportunity to eo it and also make sure that we

16 spread. the burdlen cf trying to make Social Secur:ty sc-ivent.

17 We don't out it sinoly on people by forcinq then to work

18 longer-.

19 'The Cha;ir-ran. Does that also take care Of the concern

20 Senator .Armstfong e-x pressel about the child care Credit?

21 S enIIa tor LKe iz Thc, it does not. I explained that when

22 you were out of the room, T tt'-ink. indi-ated it- had been

23 my inte,2ntiJon whesn 1 cane in there to address that, but I

24 auceed to that on the assumption that 3Senator, Armstronq had

25 tl,= vcZ_,s On :'fc-'id care.
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1 The Chairman: Pe said he woulf have had, the votes, but

2 because this was part of" the package, T think, he didIn't have

3 the votes.

4 cenator Hein-z: 11ow is that, again?

5 The Chiirman: IT i s 7onf'usinq , but --

6 Senator Armstrona: It is not that ccnf:usi-c.

7 The Chairmani It is my understanding that it will be

8 part- of the p~ackage. T think what we are tryina to ficure

9 out with the actuaries is how do we gcet close to that .7 we

10 agreed to do in the Ccmmissicn report and take care Of

11 repealing the -earnings test as outlined by Sen-nator Armstrong,

12 modify the child care credit to reduce the lonc-term impact

13 on that, stop at age 66 and do the ben points and still be

14 within .1, .2 or sometrhing?

15 If we couldt round these things off- like we do in the

16 Budcaet Comnitt-~e, we coull do all right in hertz.

17 Senator Heinz: :et's ask ';Jr. Y-yers how we could do that.

18 V!r. Mysrs: Mrc. Chairman, if you have the two childcare

19 years in, then you, would do with the ben poin-ts cr w~it-h the

20 benefit formula -Just what the "Ways ani Means Committee did,

21 5.3 plercent. That would .iive you a balance within very, very

22 close, C01 or .02.

23 T7he Chairman-. Th-at's ill rizght, isn't it, Bill?1'

24 S en ato r ~'iLt c h e I ~ ay I ask a question? Three pbeople

25 have now used the chriase "!.e will do it. with the e
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1 Points.'- 'ow, that might meansotin to us here. Someone

2 perhaps shouli; ex~la-in whet that mean-s.

3 Senator Feinz:. T could actually propose tc i4c it with

4 -t h aprimarv _-_-ur~ns amounts. (-T~q-)

5 Mr. ~,ye~rs; This iZ what the House Ways and lCeans

6 C oMm i tt&ee bJll *.Idi TIt was m oified, on thea f1 oor .Wha t t heyv

7 did is say the benefit factor at 90 percent is applied to the

8 first cart o' -verage 7earninaz. Thay reduzeid that 00 percent

9 by 5percent relatiJve. In other wcrds, they brinc it d-own to

10 about ~E5 pearcent.

11 Senator litchell: In p lain F n olIisi-, , th enI, a reduct ion i n

12 benefits.

13 Mir. My~rs: A reduction in relative? tenefi+-

14 Senator 1-itchellz So when we use the Jargon "we. will -do

15 it with the= b-eT points," what we mean is we will accomolish

16 the saving by reducing the benefits paid to the

17 b 9n E-iariS; i1s tha - c or re ct ?

18 Ir. 've-rs. Yes. For inrs t a nce, th e a vera ge b en e -Jc ia-ry

19 now in th-~ lznr run aets L42 percent of earnings at age 65.

20 This wOUl'd m they get LLO percent.

21 Senator Yitchel11: I thi-ink it i-s imcortant. we understand

22 what we are talkinc about.

23 senatzor lovniaan: YVa I4 say to t ,,e Opeator, in fairness

24 t o r the a c- o- in the hu.s e ,it iLs not a reduction in

25 b en f- fi t sz Lz s a ureducion i n r-e clac emen t ra ts. e Peefr~its
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24 to th e ac---4 or, --'II e UOuse , it 4s not a reduction in
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1 by this tine will ble considerably higher than they are now as

2 real wages grcw. 2ut the replacement rat2 will '7c from 42 to

3 Lr0. It had previo~usly been 3E and it crepCt up tc LI2.

4 Seao ~-itchal R ia -,t . ut aper-scn who -eti rzs-)en

5 will as a result 3f this action receive a benefit smaller

6 than woulf- othel-7rwise havF, teen the caz~e.

7 ~Senator ?1ovnihan: That is correct.

8 Y's. W~avec: 9:, percent lower.

9 T he C ha i rma n FBob, y-ou, Carolyn or M~r. Gcoss, could we

1o run over that one rrore time so thepre is no uncertainty of

11 what i~s in thle pro-rcsal ard how close we' come t~o our magtc

1 2 number, of .68 or .7?

13 yr.'yers: First of0 all, the magic number, as you Plut
14 it, now is .69:: pecce nt after the chan-as have been made

is before this. AsI understand the package proposal, it would

16 increasa tanefits i~n two ways. TIt would live two ch'ildc care

17 years and it. would. eliiminat-e the earnings test beainning in a

18 phasedf-in mnanner in 11990 the way Senator Armst-rona proposed.

19 .ow it woulf re-d'ue costs by co-ing up to age 66 as the

20 normal retiremr-rt ace, as in your bill S.76, that i~s,

21 beginning in the year 2.000 an aetting up there in about 15

22 years. t would -educe the replacement rates to the benefit

23 formula -by abcout E p:ercent, aca-in beginning in 20C0, and t-his

24 is the way t-he House w~ays .a ni Means Committee 1bill -Jid it.

25 ihe=e result of all th wud o the maric fioure,
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1 as you Put it, Df 6 .5 perzrent, this would bring it about .52

2 percent, a=nd in my Opinion, ilf You are that c'ose - tis

3 .03 -- t ha t, T w ou Id s ay, is in very close actuarial balance.

4 The Chairn-ani in oth-llr words, we won tt c-c to 4al f-r

5 anyth1-iog, will we9

6 mr. 1'yers; I d:on't think so.

7 [Lauchterl

8 In years gone by, if ycu were within .10 it was

9 considered good. If you were within .03 or nuL, I1 would say

10 you arF~ in very :r'ose? actua rial balap::e.

11 Senator Heinz; ,!r. Chairman, I think that is a

12 reasonable proposition. T would make this observation just

13 so it is clear. This does not include indexing the

14 retirement age after age 66.

15 !'r. My-e;rs: 'io, it does not .

16 Senator Heinz. The other thing is that if this fails, I

17 suspect someone will come alona, and offer- a straight

18 ret-irement- age przoposition like they havp in the House bill.

19 Is that pr:)hably accurtat, Yr. Chairman?

20 Senator Chafeez C~r iike the idays and 'eanis, a ben point

21 p1as hialf the tax.

22 The Chairman: Inooe we could accept or adopt this

23 anendment and we vouLin't have to worry about what might

24 hap7pen after that. 7 *iC belieVe_ that t~'s is the area we

25 :ldnct_ a :z)n in- the Commission. * e _saiul: okay, you
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1 fEiaht o-ver the .65, or in this case, .63, and that is what
2happened on the House side. T is otiu te_ 'odsr

3 to raise taxes on the committc-e, andf this is ancther option.

4 SoI would_ like tc vote on i-t .

5 S e na t E -:!r a liv C~Ykouli Mr. 7-1E'yes sum~mar~i z ac7ai~n the

6 comnponoents of t~his Package?

7 Senator Lzonq: Wouli you Ji0 that one more time?

8 Mr. Y~yers. Yes, y~r. Chairman.

9 The deficit that is trying to be- met is .65 percent of

10 payroll . ft ori-gi-nally was .63 percent, but some c-F thne

11 changes you ra = arlier brought that down * A counie of

12 little changes. 'icw, the two thiLnas that are added, the two

13 benef it, costs that are added, are two child care dropout

14 year's and phasing out t~h retirement test beginning in 1990

15 and phasing it out, I uess, :n 199UL, the way Senatcr

16 Armst-rong procosead.

17 T ha t would -raise -- if you Just did that , your 'ieficit,

18 then, would co up to .855 percent.

19 Senator _ra dlay: You phase out two child care dropout

20 years?

21 M4 r. Iyr s: No, that is a oermanent feature. I t i s

22 phas~ina out the reti-rement test.

23 Now, to m~st that -ieficit of .35 that you woul'd have if

24 you di.- nothirz e-Ise, y~ou would raise the retirement ace to
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the year- 2C15, 3S in the Chairman's b~ill S.76, an-2 You would

also then reduce the relative level of bernef-its, as we said,

in the b,_nafit Formula by z percent relatively, tine w~vy it

was in the !ic'_se ;ays and -,cans Committee bill.

The two of th-ose toaether would hrina in. .32. 1hat would

leave a orap oF .03, which i-n my opinion you are in very close

actuarial balance if: you are that near. The figures, after

8 all-I, fo~r- t na t lo_-n :

:he Chairman:

Oh, ex~use m~?.

Senator Pryor:

do nothina in this

"~r. Nyersz if

of .65 per::ent.

Senator Pryor;

Period cf time?

Mr. 'yers; 1 t

T he CIIa i rm a.n

a period a7-e not that. precicze.

.rhe Clerk will call- the roll.

~ne quick question. 14hat happens if we

area?

you don't do anything, you have a deficit

That is a projection of over how long a

is a 7 5-year projeztion.

How many dollars is that?
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1 Mxr. "Yers. Tn terms of: recurrent dollars that is about

2 $9 biliion a v-par.

3 'h~E Chairman: Times 7'I

4 v r Žyer 1Z1 Y~. We hatvle a third of the l-~r

5 J e fic i t T he 'Io us b i 1 eirin a t ed t i s d eficit, by just

6 '_oina zhe retirement ace up tc 57.

7 Senator S:r-dleyz 'What is the specific change in bend

8 points?

9 Yr. '~Yqrsz The chpnge i:s the benefit -factors. The 90

10 percent that- is :~pplied to the lowest ;iouid be arradually

11 re'iuced beaLinnir~g in the Year 20O0. So the 90 percent would

12 go to 65 pe!rcmnt.

13 Senator Bqradley: 'he f ir st ?

1 4 Y!r. YMyarsz In each of the factors. The 3?- percent

15 factor would go down by 5 7perocent.

16 Senator Fradley: O-k ay.

17 Senator Armstronc: ': Chairman, I just want to pin down

18 one t ale . ;~e are talking about clcsing the aap to the

19 -revisd estimated long-term deficit of 2.

20 Yr . yersz 0.5.

21 Senator A.rmstrongz That is different from the number we

22 had b efor o z93n thle C omm ission . W~e had a 1.8, l.F or 2.

23 ~~fr. 4yersz That is ccrr!ect.

24 Senator ~,rmstron-_: T-hat weas raevised up slichtly and this

25 w il _cIo s e t ha-t d e fici?
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2 !7enator Trnstrong; Thank you.

3 Senator 'itzhe 1l 1 ould T aSk Vr. MYers to explain one

4 mor t1'~~ Tha " sil th chare inth e bend point woull d

5 apply in th-'e futur;_ -and thait tlh.ere will ie n increase in

6 real wages between now and then, so that no person could be

7said to be sufffe2-ing a benefit reduction, would Ycu explain

8 that, Please?

9 Senator ~ovnihanz TA think, in -fai-rness, I said that.

10 S e na t r Yice 'L Did ycu? I am~ scrry.

1 1 Senator ~,oynihan: A n . c-annot- Prove it, hut it would be

12 the h i Storical exoerience that over tkhe next 20 years real

13 wages will have increasej enough such that a 5 percent

14 decline in the replacement rate would not mean a lower real

15 benefit. E'enefit-j have been ao-ing ur regularly. Trhis is a

16 function of _prcduct,-.ivity.

17 Tha Ch=_irman. The C-lerk will call the roil.

18 The Clark-i Senator Packwood.

19 Senator Packwood: Aye.

20 T.he Cierk; Szenator Roth.

21 Seriato: '-ot.; Ay?.

22 The Cle~rk: Senator Danfcrth.

23 The Chain Ave

24 `h re Cla r-k~ Se,,nator Chafee.

25 0eao C~~
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The,- Clerk; Senator Heinz.

Senator Heinz: Aye.

'Th= Clerkz 5Fenator "Y4allcp.

' e Chair--ian-: j% Av.

Senator Dure berc r:P r n e g r

The Clerk; 3 =n a.t-or Armstzrc:nc.

Senator Armtstrong: Aye.

The clerkt Senator SymmrsT.

[Nc respon~se

Th? Cleck: Senator CrassipY.

`z~enator Grassleyz Aye.

'The Clerk: Senator Lona.

[Th4 respcnse.)

Te Clerkz Senator Ben'sen.

[:o -espcrnse.I

The: Cle=_r k; Senator :latsunaca.

v'o response.]

Thea Cler k ; Sen at or Thvo ;n 1h a;n.

Senator Noynihan: 'No.

The C-lerki Senatlor Faucus.

Senator BPaucus: to.

T h CIer1-k;. Sernator ?~crqn.

7.Enatcr '~oren; -ve.

The? C'-rk: S ~ o: Bra e '..
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1 S'enator Bradley: ~e

2 The Clerk: S7_ r Mit c h1

3 Senator l!itzChell. Aye.

4 "h~e Cle=rk: S =-nator: c r yo r

5 S-enator Prvor: ?ye.

6 Th e C'!e r K : ' .C Chair ma n.

7 The Chairma=nz Ave.

8 On this vote the ayes =-re 13, the nays ar? ~4. The

9 amendment is agreed to.

10 Senator Armstrong. M!r. 'Chairm~an, we left. an amendment on

11 the table -a moment acc.

12 T h z Ch air m an: Yesp there Js an amendment- pending.

1 3 Senator Armstrori: We had a questicn of staff as to how

14 to define the issue of who should get the b1ene-fitt of the

15 slightly mor:e liberalized compliance provisions under this

16 i.nendmenr_. Anu' I think we now have a proposed resclutiorn to

17 t hat.

18 Yr. W4e-issz I think the suggestion would be for any

19 -is-iness for which the annual withheld Payroll taxes have

20 been less t~han S7_,,0 in all prior years, essentially that

21 would be considered a smiall business and it would be those

22 busine-sses which :_ot the benefit of this reduction in the

23 deOosit re-uir-mr1t.

24 Sena tor !rn-st~ranr. - would accept- that. And; to recap,

25 tr~n, what we -lo is to- Cra-ise that thresholi forthe speedup
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1 of deonosims from f3,000 to ~5C0. e reduce the tar~et-

2 est-imate for c mpliance with deposit ru 1 es Frcr cc to co

3 percent for those -Lczrms whose withholding is f7"- Co- or

4 above, and we co-dify the deposit rulez.

5 S Io wa t i S t h, ri. r=Ct impact of tha.t?

6 MA * .- ss The revanue im-Pact is approximiately Fi.i
7 billion in fiscal 'Ea and then $1C0 million a year in '85,

8 '86 an4 987, and then 3L400 Million in '~B. So it is a

9 cumulative total of fl.9 billion.

10 Senator Armst~rong: That is more th-an -aid focr by the

ii amendment ie ad:~oted on- S-tat5e and lo-cil deposits.

12 The Chairman; Yes, but T think we al-ready spent that.

13 [Lauzhte2r.l

14 The Chaireman: Dcas it, have to be that costly?

15 Fenatoc Dur=enb_1erger: We 7ouldi tak2 out- banks.

1 6 (Tauchter.]

17Tha C h IiJr mran. thought we2 ju~st had a little technical

1 8camendiment here, but a billion dollars i.s almost worth

19 n ot i n g.

20 [a.U a Iht e r

21 Senator Ar'.strcncz .- r. Chairman, f should zpoi-nt out that

22 the cost. 7 id norit hear staff's estima te. ivou say

23 p19 bilio?

24 Mr. ei s s Yes, over the '93 to 'SE.

25 Senator ~rr!- y imcression is that- is a ceneral
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1 revenue cost, and that the S.S b-illion -is the five-yea-r ccst

2 for the trist ffuni.s. Ani again I pcoint out, we pick uc $2.5

3 b il i on r; cr the tr 1s t funds from the st-ate andl bocal

4 o v e r n ! nt:

5 T he Cha i rnF ni. e VC.FutI have a strance `ee ing we will1

6 pr:)bably 1-1ar from the state an-i local qovernme:nts.

7 Senatcr Armstrcncz We might.. In any case, tlh-e effect on

8 the~ trust fund is only 3900 million over five years.

9 The Cta-i rman r Well , dc not th ink -- i t may bbe a good

1 0 -idea, >-ut I amn not. certain at this pci~n- whether we can.

11 elimirn~ts TE-OO million or T100 million from the trust. fun~ds.

12 We have just guiven away a bit ir the last package we

13 adnt-ef .

14 What can. be done t-o addiress the co-~cern. Fenatnr Armstrong

15 has wit-hout sp~ndlin a billi4on. dollars?

16 Myr. "ms TnStgal of going from T3,003 to fE,000, you

17 could co from T,3,n'00 to fL4,OCO, which would probably cut the

18 revenue into a li~ttle less than one-half. It might go down

19 to F1 .1 b ill ionr o rb bill1i znP in st e Pd ofJ '1, bill1 ion over

20 that per-iou.

21 S e ra tL::)- A rm s tr Or n Let me come back to the questicn ofL

22 s t ate iann "dic.ca. d ep cEi t s .T th4 nk you are correct,-, we are

23 ao-inc to iea=r fcrom th~ose.

24 The C7ir1n hare are a lot Df small state and loral

25 PeO P e .
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1 Senator ArmstrEong: I uJnderstand that. Buz all we are

2 dcii.ac in t.he an~endment we adc;:~ed on state aird local

3 go0vernment iS Sain th2Y should be on the same deposit

4 schedule as the -Private sector. S c th-e littl=e state and

5 local unitsz will. .3t -- they will be =-ett-ine the sane bhenefitJ11

6 we arn t=1 king about in thi s amendment for the m 1

7 employers.

8 ToFs 3D~ ully we will hear from Some State

9 goverl-mentS and maybe some large local unit juJQ c-tions,
10 that t is imvrossihle to justifpy givirg a etter b~re. in

11 decosit re-,uiraments to the-se large sophizticated local

1 2government and state g.overnment units, that have not only

13 float and fiscal resources but data Processing, th-~an we give

14 to therite sector. T mean, fair is fair.

15 think we can stand our ground on the ea-ri -Jer amendment,

16 which more than pays for _iiving a modest ;-zrpe of relief to

17 the small businesses.

18 The Chairman; T am just reminded in our state that our

19 state coJ-lects it -for -al the localities, and it ma es it

20 difCalt when thaY colls:: ittfor all the localities to make

21 that payment, 'low .-any ti s ? Eight times a month or e7iqht

22 times plus?

23 Th ey like2 to us= that money as a little float. They make

24 a it tIe o n e yb--y ;,c t m a L Ln~ i Jt i n scfat.

25 woull le to _accomm-odate everyone, but T dont hn
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1-- . mwould. just have to have a roll call votle cn that

2 amendment.

3 M r . L i h tiz-r yr ?ckwood -

4 "eizr~tc:.~ Ouid --he ClerY state teAmendment

5 aga in ?

6 T he C hJair a n, -ih t .- andy, would you `-.ist stat~ it

7 !~r. W4eiss; Th-e amendment" would Provide that PmPloyers,

8 instead of anJe cresent. law, which recuiras that employers

9with T3,000Oof accumulatedJ withholdin,1~ put their money in up

10 to ei:cht ti-me= -a nonth into -th? deposit syszt-m, thlis

11 rea-uiremrent instead would apply to empalc'.'ers only with f5,000

12 of accumul-ated. withholdin7.

13 7f they had less than 'r5,000, essentially they col

14 generally dait until the middle of the follow-ing mcnth to

15 deposit. And also, for businesses with $7-5,000 or less of

16 annual payroll taxes in prior years, they woui'~ only have to

17 deposit 90 Pe~rcent of the accumulated amounts rather than 95

18 percent,.

19 Senator P-4inz; Eav I Just ask one cuestion?

20 Acoroxim ,a t2aly, now !7any employees woulf a b2us-iness have at

21 $3,C00 and how iman-Y emr.plcyees would they have to T-5,000?

22 il r .4 e iss T gue-.S= 75,000 rou~nly a month' would be

23 F60,120C a year, whiach would ProbabI'ly ½-- about 'r18C,000
24 pyrol ave~- zoit oudbe 10 to 12 ermploYees, 12 to 15,
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1 The Chairman; ± am just s--ugesting, I do not h'Ave many

2 Pro)x-ie-s, b t 1 J us t "Iope we woul d no t ado Pt -th is _ amend m en t

3 now '. '-A t we~ ca fi -u re out someth ir a, !beca=us,- t hink w hat

4Senator Ar-mSt-rong wants to do is good -and T may b-e willina tc

5 a C:-ept so 7-?t hin~ jrn th e S P na t t f loor , but. t-h erE m u st !be so me

6 other way to relieve that burden on the small- busi-ness person

7 Without h-aving that much of an iJmPaCt-. M'aybe not. You are

8 talkin-, about a lot ofc employers and it d-oes not take 'Long to

9 add that much up.

10 Wr= w4 1' vote? -ith:oUt any PreJudice= to workino7 out

11 something- later on.

12 Fenator Arrastronaz Jr. Chairman, if iLt is your desire to

13 wait ar~d have me offer it on tlhe floor, T Will b6e alad to.I

14 will be Offering other amendments on the -floor. it is no

15 inconvenience, an4 T rather sense, t-he way things are going,

16 that I might have -a better chance if I wait to see if we can

17 wock somet.-in:7 out or, take my case to the floor.

18 But we really are tallk'na, in terms of the scope and

19maonitude of the social securi::ty trust fund and the decisions

20 we have made, of -a very-., very sniall amount, and we are

21 talkir.; about smal! enployers. 'te are talking a=bout little

22 companies.

23 Ad the que-st-ion is-, if understand! the discussion of

24 s taff, *h=_t her orPnot they g et to waizLt u nt il m a yhe t he mi d dl e
25of the ontn Jfr JCWi w hen t Py pi:: 2t u c or wh -.n they -a y
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1 their checks; in other words, i;f they pay once a month, for

2 example, as some small companies do, r twi:cs a month,

3 wh=ether they have to deposit withina th'-e same lo-th thevy mak-

4 the caYTcoll, e=ven Uc to twice month, four times a- Month , orr

5 whether theay co=t to deposit on the 15-th of1 th F e5 mx t mo nth .

6 'Ph'at does not seem to me to be a very zener-ous -form ofL

7 reli-ef .

8 The Cha1-irman i dlo not auiL_,ble with the potenitial meri t

9 of the amen'.ment. T wouldj just like to have more time to

1 0 'Locus on it. *i have not had a chance to focus on it myselff.

11 Senitor Armst-r-naz 7 - this- an amendment someocne on the

12 other side is cosponsoring?I think Senator Baucus is a

13 c~osponsor.T I m perfectly willina to withhold it and take it

14 to the floor if you are, i'~ax. I think we will Ic better.

15 Pow -many votes have you got Zfor it over there?

16 Senatoc ?a-uzu~s: A couple.

17 '>enator Armstronc; I thin-k we heave got- a fLew over here,

18 but i am not sure how ma~ny.

19 I think, Vr. Chairman, we wculdi like to wait * I might

20 par:kaoe this vith -somethirq else I might want to offer on the

21 floocr, too.

22 Sena tor Porenr Vt Chairman, I would! like to raise one

23 iJssue a ca i a ra-ised the other day. There is no use to argue

24 t see how the Committee feels.

25 if the staff od the ficureS on wbait thley
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1 would b"e -if we ma4_e this neutral insofar as the marriage

2 p e nal tY- isZ c: on cz r *

3 '.h. Chairman; .Lt 15 now :many billion?
4 ~Senato)r Bo-r~n: T qM not talkinj about changinr.. 7

5 :a1_kin7 abo)ut if it were re-venue neutral. Wh~at wculd you

6 have to set h trshl at, the 1taxabie figure, to make'it

7 revenue neutral forT- irdividuals versus married coup"les?

8 YrI-.1 We iss ;One option thiat we looked at in terms of

9 revenue that would be about the sane as the Coirmittr-e bill

1 0 a nd_ w ou I. be much io-re nearly neutral wouid be thre~sholds of

11 320,000 fo0r sina-le people ~nd $35,090 for- married couoles, so

12 that the~ marri :-i would- go from $32,GCC to T$>,0CO, the single

13 would go down :-rom T25,0C0 to V20,000. That would be

14 approxinately rav=enue n~eutral.

15 It would have the ef-fect of certai~n people, certain

16 inadivilualS wh~osm other aiju-stad grosst inrcome w;~s perhaps in

17 the fl15,00C to ~-20,000 r-anze would be subjected to tax on

18 t heair b e n af _s .

19 Senator 7-oren. Welpr. !hairm.an, Tpersonally favor

20 tCha t. io not ;Jant tIO -r-ue that. Tf -hi-Ik -it is sonething

21 the Committee would.: have to decide. 7t was raised several

22 tfies. Th, n, ia pro%_Posal was T25,G00 and $20,900 or

23 somethJng when the_ Cornm-i~sion first reported, and there were

24 all sor-ts 0)f Seni:>r ci ti:zenrz wh~o stoodi up and sF!iJ1, if there

25 are two weoie wo live torcet her that is TL40,00OC and if it I s

ALDERSON REPORTING COMPANY. INC.

400 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (202) 554-2345



33 3

1 onenav ma_ ̀LA '-ouPle that is $25,00C an~ we Jo not azprcve of

2 tl'=*- We d:o not approve o-f *,a Marriage :)ena~t7.

3 t i Ju-st a _u eStion, T auess, as -o how th Comitee

4 would4 feel a'out it , and Perhaps we c= n just ~take a vote on

5 it. I would. C:r-pose we adoct those fiues hey would have

6 no impact on the revenue, is that correct?

7 IV. ei Ss; App roxima te ly.

8 Senator ETcren: Rut to make it 'neutral, so that there

9 -would be no Marriace penalty. You would be lower'Lng the

10 taxable thireshol~d -for the individual _from -

11 Mr. Weiss: From V25,0CO to $20,0C0C.

12 Senator Borerin: And increasing -it focr the married c~ouple

13 from $32,CDO to $36,000.

14 Senator '!ovnihan: ~iould there not be some Persons for

15 whom you woulAd Keeo it under $20,000?

16 y.Wi~ e The test would be whether your- ct-her

17 income -plus half yo-u r benefits exceeded $26,000. vf ou have

18 $10,00-0 of bene-fits, you wouli start phasina into the syst-em

19 when -your ot.hier -income was $16,000 if you were an unmarried

20 in z diviual.

21 ~Sena~tor PBorenz Sun-ose you put F20,000 as the flcor and

22 remncv--~d as mucn of the penalty as we could. You would j4,u s t

23 have to_ work th-at out mathematically.

24 ies:The-n you oprchaly wouldf not -- you would be

25 rizht- ba.-ck ur: to T'25,000 for singles.
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1 >R. :,Imt hizer: fYou wre r -?a ver ue ne ut ral, yo u wo uld

2 be r i i t wnere you a~e now.

3 e . es s: £i~ zht .A.n i y ou want to g1c :c s~a ck u Lo t o

4 T22' 000 fo'r snls

5 'Sen =t cc 7hor en i T am not talking =bout going ha zk uP t-o

6 $2ECG03.

7 Xr. eiss; ifl terms cof the combined -income.

8 Th2 Csirman~I ;;onder if thi is not anothr on

9 again, T dD not want- to shut anyvcne off, but obviously t-his

10 is rathar 7omp±iiate~!, is it not-? I .o not un4-erstanl- it.

11 There m.ii-ht be another are-a that we might want to s~endc some-

12 t i.ne on .

13 Senator Hpinz: ~ r. Chairman , if: thie Sanator from

14 Oklahoma would biE willing h have an amendment thlat is not

15 t-c-cnni-cally '!ifficul t and T would be willing to tak`e it while

16 this is -

17 Sen-ator Soran. T WOUli 1like to resolve this, because T

18 think it is something we Ought to as a matter off princliple

19 ieride, do we want+ to have this iLmposed, another :iarriage

20 penalty, or is this an ar=ea wnere we want to start out

21 without a marriage o~nalty. -, f~ra~nkly would like to see us

22, not have; a ma:aeperalty i-n this A:zt.

23 I realize that what -is in it ncw is parallel tc others.

24 Ther-.e is no use arguina. "hy --io we not just vote, r

25 C h air a? t is j-ust v.-rv clarc-ut caseP, are= you willing-
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to take the consequences of ad-'usti jng these two f igur es so

t h are is3 n o)t a -n a -c ia ren? _ ial1t- y, o r w ould yoU -a th r in

order to stay abcve whatever !'agic figzure th-at is, have a

mar-ria~e poanaitv?

Senator Durentercer: 4 just su g eS t e 7 ar ia ge

penalty in. this case, the iemocraphics are a li ttle if fe r en t

thin the marriage penalty we discussed a y=-ar or two acTo.

You have got an awfu'l lot more single women in the catecory

of 65 and o)ver.

zSrnator Poren.. But -you see, they have skewed t~hat

somewhat -Io keep it revenue neutral. It is not exactly a two

to one situation.

:fr. Wei-:ss. Yes. I want to make clear, in effect under

those -Figur-es I zited- you would be af -F-cting so-me unmarried

individuals who a=re not now affected under t-he Committee

b i ll.

Senator 2oren; Oh, sure. You woul-d have to.

M!r. Weiss; 'To make up the loss.

'Senator 2orenz You would have to. That is tbe only way

you can- do it.

! -iust -feel obligated to offer t-his. I may he the only

one who,, feels they would opt to make a few more ;geople pay

,the tax to r-e!!uc~e the 7tarriac-P penaltv.

The Chairmnan ; Let us vcte on it and see hocw it goes.

T he "lrk. >,7ckwood.
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1 Senator PDackwcod: ;IC.

2 The Clerk: cR)t h.

3 ['o response.]

4 Th1- =- Cer k Danfcrth.

5 T h c Chair,-an: i C.

6 The Clsrki _-afea.

7 Senator Chafee: no.

8 The Clarkz H i n z.

9 Senator Heinz: (O.

1 0 Th- Clerk; W a hoo P.

11 The Chairman;: q c.

1 2 Thne Clark; Dursnber-,er.

13 Senator Durenberger: 'iO.

14 'he? Clerk:- Armstrona.

15 Senator Armstrona: Aye.

16 The? Clerkz Symnms.

1 7 [NC response.)

18 T h C 1e rk: ; rass'LiFy.

1 9 Senator Grassley:- No.

20 The Clerkz Long .

21 [Nc respcnse.]

22 Th&e Clerkz : F- en tsen .

23 [No response.]

24 T - Clrk: :iatsunaga .

25 [hressp-se.1
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1 The Clerk; ? !oyn ih an

2 Senator voynihanj No.

3 The Clerks Baucus.

4 Se n at. -F : Euu Z! : -N.

5 The Cle-rk: qCren.

6 Senator: Bo~renz Aye.

7 The Clerk; Pradley.

8 Senator 2ra~'ayz No .

9 TeClark: llitchell.

10 Senator- vizc 11j. No.

11 The Clerk: Pr-or.

12 Senator[ ?-ryor- N o.

13 The Clerk: -~r. Chairman.

14 The Chairman; NO.

15 Senator BForenz I was almost right, ~r. Chairman, that i

16 mlight be th-e only one.

17 The Cha:irman: Ir. think, itIL is a good pcint.

18 Senator Boren : May~be we can wcr-k on somethinc to rnodi-;v

19 i t a little bit l.ater on.

20 Th.: Ch ina: i a not asz anxious now to do tha't as

21 w a s.

22 S en a tor ?ocr an: I an 'infdrstand that.

23 ~[Tauahte-.]

24 T I, Ch a i r ..i a 1 nays, 2 veas.

25 Senjator He-in -1 M r. Chairman, iss it now time for
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1 amendments of brad ;eneral, sweepini- interest, such as my

2 amendment on the 71mish?

3 T he Ch ai r na n: h , th? Amish. Yes, ,rzmeber th;:

4 testi.-ony th',ere,- y-s. 'u think You have mcd iffed your-s.

5 Senator Heinz-: We have modifiel- the aendmen-t, !r.

6 Cha ir M.an-i.

7 For those of You who were not here for absolutely

8 remarkable testimony from the Amish groups, t-hey have an

9 exemption right now fro--m social security as lorng as they are

10 self-em-plo-yed , and they came asking for an Px;-nmtion for --

11 let me back up a nmerne t.

12 T7hay have an exemption for thpmselves as lona as they are

13 self-employed, and their religi~on forbids ':hem~, not to pay

14 taxes -- they are all right on paying -taxes, but their-

1 5religicon forbhids them either tc pay into or to take benefits

16 from a social insurance~- system. They are opposed to

17 insurance. As a ce-sult, they actually make a pledge as part

18 of.their re1liolon that not only will they nct pay into social

19 security, they will never take a benefit- outt of it. 'Rather

20 unique.

21 The problem is-, there are no lonaer enouch~ farms for

22 indivii uals -- th~y a-re almost- all farmers -- for the

23 in~ivifual Amich t-~ a4l b-e self -employed . L thinas are

24 chancing and what is aznz is some Amizsh are ::oing to

25 work I=r other Amish. Th.~re ars some 7ettinc o-f- the farm
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1 and into private empioyms.nt.

2 I!y amendment does not seek to exempit them fronm social

3 sezurity. Cnlv if they areF still workinq F-or oth'er Amish

4 wouldl they be exemct, the sam~e way the er~ployer, i he is

5 Amish, is =exemrt.

6 We are: talking about a total of- 6,OGO PeoPle t.-at have

7 this rather unicue matter of _convictionj. 'rnd we have worked

8 closely with the s-:taff on this. !Yy unjerstanding is, andT

9 cannot speak focr members of the Committee - amr not trying

lo 'to -- ~ut Lhe StaFy is satisfiaj that this causes no

1 1 probl-=ns; is that c-orrect? The SociF.1 17ecurity

12 Administ 7-a t io-_,?

13 M!r. Trout: Senator Heinz, we have no ob.jection. to it in

14 Princip'le, but. I think we should ask the actuaries to discuss

15 the cost.

16 Mr. ~-ossz For tEhis proposal we estimate for over the

17 period '8!4 throuah '89 the cost to 3A'EDi wouli b,!

18 approxim-ately ~2 billion -- that is, F2CUO milli-on in lost

19 revenues. Over the- long rancre, though, it would 'e

20 neallici-ble.

21 Senator Heinz; It Would be neglicible over th- long

22 range, but TZ2c:O million, in lost revenue in thAe short run?

23 Mr.-C 3 7 ~ i~ht, in --he savet-year .period period.

24 S;enator H>inz; l'he reascn it would be negligible in the

25 la rniS -You' woul-i 'lave to nay _ben-efits out tc these
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1pele is that right-?

2 yr. Gossz That is riaht. We woul-I no loncer be r~ayirnc

3 benetfi-ts to t-hese peop-le, for one thing. 9ut in additi;on,

4 although tia $200 million is a lot of money, on an annual

5 ba s is i t i s _= s uzf fi cie n tl y sTrall a mo unt t ha t i t i s a fLa irly

6 Small amount-.

7 Senator Heinz: Just So7 understand, if they -ay in we

8 will have to pay them beneafits, is that not ri:Tht?

9 'fr. Goss: Fight. And if they are exempt from FICA we

10 will not be pavin7 benefits in the future.

11 Senator F'einz: Wewill not, that is right. -e will not

12 pa ythem benefits in the future2.

13 eight now we do nct force the self-em~ployed Amish to pay

14 benefits and we do not pay them benefits, is that not. right?

1 5 Mr. O'oss: Fi~ht .

16 Senator Heinz- What you are saying is, if we insist on

17 making people who do not want, refuse to claim, and take an

18 oath they will never claim benefits -- if we excuse them frm

19 payingo thei~r tpxes we will. lose a couple hundred million

20 dollars?

21 - .G oss 1ve this Pro

22 Senator Heinz.z i am not anxious to splend money, 'but

23 th5 - do not :,now how Ybou r-ould mak e these pceoole pa-y

24 something they are not wdillingz to pay.

25 Fenatcr 'Packwood; I undecr~tan -. t h -;s q~uestiJon. T beli;eve
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1 this amendment has already been agreed to. E'ut apart from

2 their- religious co-nnection, how are they dist c u i s:-h e d f r om

3- others who woul-d lbe haprpy to s-ay, T will put nothinaz in and

4 take nothing out?

5 S e nat .r Hiz Ti s a ma t t er o f t heair r±:i on .They

6 are apparently unique in this, and we would not cive anybody

7 an exemption. I suppose we could come alonj and give someone

8 else an exe=nption .

9 S7enator Packwood. The distinction is sclsly -religious?

10 Senator Heinz; it is sclely rel~i~ious.

ii Senator Pazckwoo4, j iy hunfch is there would be more than

12 6,00C in this country who would take that pledge, whether or

13 not they ware Amish.

14 Sentitor Heinz: I suspect you are riaht.

15 Senator moynitian; M!ay T say, you can tell an kmi-sh when

16 you see one?

17 [Lauchter.]

18 Senator Movnihan~ I mnove, if I may -- if the Senator

19 does not- mind., I woulad like to second the anendment. The

20 testimony was pcwerf~ui, direct and respectful, and. it :Toes to

21 questions of re"ligious tolerance in our country. And I think

22 'de shoul-I .IaV? a VOi::z vot2 on the matter.

23 Senator Fackwo-od: :s there furthsr discussion on the

24 arn2nnent

25 (Nz, respon se.]

ALDERSON REPORTING COMPANY. INC.

.100 VIRGINIA AVE., S.W., WASHINGTON. D.C. 20024 (202) 554-2345

13 not they ware Amish.

14 Sentitor Heirz: T susnect you are riaht.

15 Senatoc Moyni4an; 'ay T say, you Can tell in km-4--h when

16 you see one?

17 [Laughter.]

18 Senator Moynihan I move, if I may -- if the 7enator

19 does nct- imind., 1 woula: like -lo second the amendment. The

20 testimony was pcwerfEui, direct and respectful, and. it goes to

21 questions of religious tolerance in our country. And I think

22 -de shoul-I 'IaV? I VOi::z� VOt2 on the matter.

23 Senator 'Fackwo-od �s there furthsr discussion on the

-men-,?24 m 2 "'4

25 (No response.]
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1 Senator Packwoodz All those in faPvor say aye-.

2 [A chorus of ayes.]

3 Senator Packwcod.; Cpposed, no.

4 (No0 r-?sponse.J

5 Senator Packwiood: Adccte;--.

6 Senatoo Hsinzi -t'han~. my c~eus

7 Senator Packwood; Are there further amen~dments on. social

8 security?

9 The Chairmianz I was just checking that. I -think there

lo is one ehout the public -trustpe. I just want to heave some

11 language.

12 'fr. Li-hthizecz Yes, 4r. Chairman. The Treasury

13 Department suggestion is we m~ake it clear the public trustees

14 are not filuziacjes and thus ire not personally liable for

15 any de-cisions they may makq.

16 [L1aughter.]

17 The Chairman: W ha t? The Public trustees are not what?

18 N ot liable?

19 Ir. Liznthizec: Are not fiiuziarjes an i t~hus are not

20 personally liattle -for the decisions they make.

21 Senator Hzinz: is that, a state'ment cf fa:t-?

22 Mr. De Arnent: This wculi be a state-ment of law. The

23 Present t-rustees a~rp all F-ed'eral g'overnment ermployees and

24 t-hus zroteztel! you bring in other public memhers who are

25 not fe'ier-al locs-
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1 The Chairman; it is for their protection.

2 M!r. De Armentz That iLs correct.

3 The Chairmanz I see no objection to that.

4 Now, Caroline, are there any othe-r amendment!7 related to

5 social security?

6 Senator Peinzz '-r. Chairman, Sena tor Moynihan and

7 offered a study, an implementation study amen~dment6-- on social

8 security as an independent agency. We discussed it when

9 there was Practically no one here.

10 Senator Yoynihanz: The proposal is to have~- a presidential

11 commission report by 1 January 198L1 and be implementet by 1

12 January 1985.

13 Senator Heinz; This is in ling with one of the

14 recommendations of the Commission.

15 Senator Moynihan: Senator Packwocdt was chair-ina and

16 there were not enouch People here.

17 Senator Armstrona: 'fr. Chairman, wouli you just state

18 what the proposal is?

19 Senator Psinz: I- will. read. the proposal. It is brief:

20 "In order to improve the operation of the social security

21 system an," strengthen public confidence in the integrity of

22 the program, the social security system should be

23 adminfsterz~ as an independent agency u~nder a bipartisan

24 board appointe-d by the President and ccnfirmee- by the

25 S ena te. The needead leaislative details for the

ALDERSON REPORTING COMPANY, INC,

400 VIRGINIA AVE.. S.W., WASHINGTON, D.C. 20024 (202) 554-2345



3144

1 implementation of this policy should b-e developed in a study

2 to 'be Completed by January 1, 1984L. This studY would be

3 conducted by a Pr~sidential commission consistincj Of experts

4 widely recognized in the fields of government 3dministration,

5 social insurance, and labor relations. The independent

6 agency should be in place bL-y January 1, 1985.'

7 Senator Armstrona- And the intention, ?ir. Chairman, of

8 Senator 'Heinz is simply that that is an expression of the

9 opinion o-f this Committee? It does not go forward as a

10 Committee amneniment or anything like tthat? A sense of the

1 1 Committee, in. effect?

12 Senator !~oynihan; Oh -

13 Senator Heinz; No. This would order a study.

14 Mr. De Arment; It is in the House bill.

15 Senator Armst-7-ong; I wonder if Senator Roth could be

16 heard on that. It a~oeacs to me that is 7learly in the

17 jurisdiction of the Committee ofL which he is the Chairman,

18 and I -,one how ia faals about that.

19 Senator P~cth: To-be candid, one cf my concerns is that

20 ev=rybv1,,iy wants to zreate -another independent agency, and I

21 think that is partly the problem of government today. And if

22 you are to make this kind c~f a study, the chances are they

23 are goina to make this kind of a recommendation.

24 frankly, 1 think if we are going to have that sort of

25 th',inc- theca wouli have to be some kind4 of -Sequential
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1 for 19S5 irni9S

2 S enai_=to 1o C January, 12 8E1.

3 VM.r Y~s; Thers is _, COT-A determ.ined for December,

4 1955U, and anot-er- CL.A -for Dec;;mb'er, -19&5.

5 Vr. st-r:= The Check peopl-1e receive in january, 1985, is

6 what -,o ~--mfr-ringr to.

7 T he Chai_'r -an- - Eut i4t also seems to -me that what Senator

8 Long is concerne about- is getting into a situation, as i

9understand it, were we cannot mail out the checks. Ir thn

10 what BbBi testified is, if the mon~ey iF ncr there, you

1i have to wait a few days. S o , am not- certain we need, the 20

12 percent. i a-r;ree with Senator Heinz that the 20 percent

13 would Prohab'ly mean you would have an adjustment of a CLA a

14 number of timnesz between now and 1990.

15 As I nesad what Senator 7Long is concerned atout, if

16 you get down tlo tne bare bone-s, there ought to be _a timely

17 cheack -i_ '_= out. It mi-ht- be a Jollar or two less. We are

18 not t~ryi n7 to puff up the reserves.

19 S e -a to Lo n As far asI an concerned, iC percent would

20 be all it.: dces not have to be 20 cercent.

21 '.S trns L 7ast Year, people werce saying you have to

22 aveat least- 20 z-ercent to make sur-e ~urinc the cours~e of

23 th-e -month you ave the cash on hand to get the checks, but

24 the idea iS, the 7ecr-etary would ha=ve t-o 52 .ma~kira -a :7,uess at

25 this, nD, if- a3ing this guess six months in -dvance,
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1 he oug;-t to go've h~imself 3 little zmarcin.

2 1 th~in- 2 C. per c nt t e ns to .e nose to alv Jng y our sel f

3 t h at 7n in i a 1 Inrg in .

4 !7-nato 3o~: if You 41rocped below that, you woui i not

5 be reactin.q in tm to do any cood.

6 e Chairm;an: :s ther-e a six-m~onth notice For Ton-ress?

7 Senat-or Longa: Who said' 12 percent? W~here di4 the 12

8 percent fiaure romne from? Was that your suqgesti~on?

9 r . 'vI _ -- -2;That hnas been suggested in another area.

1 0 T h at -is o re an r :-a h a m on th s' b en ef i+t_-, a nd t he wa Y t he

11Chairman was tal~kinq, i think with that viewrpoint 4' _; 12

12 percent would cer?-a-inly be a good figure. I cprtainly would

13 not want the Ffigure to go below 12 percent.

14 Senator Lcng:z All You are r7eally tying to dc here is to

15 have enough reserves to protect, if his guess is not very

16 9 oo:d T I -n, ha Is try-inq to keep you from running

17 cornple-tely out o-f money, and; i-f ;his- guess is not good, he

18 woull need some reserve thpre, bu~t thm 12 percent, . would

19 think, would hes enoucn.

20 Do you think t-hat woul~d be enough, :4 r. '!yers?

21 'cr. !.verz; Yes, T thin~k that would le enouch.

22 -ena t orCa fre e: elve zercent. is only enouch to cover

23 one an:L a ' half m o nh s' a y n e nts .

24 ~ eiato Z~r~l Tht i= rT-11y Cutting it close.

25 T he= C h airma- T ~n: e ar- tr;-1ino to satisfv thE concern
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1 Senator ~-:einz raised. Fut Iam also makina iJt -- there will

2 be, as I une~rsin- thm amn-nder~t, i'likerCOTwill be

3 eoz dja. H~ow mnuch- -'me 40es CongreESs have -to act?

4 .'.r * n T-r 'jnaer-hiamendment, the SE:cr.-_1tary would

5 notify the Con~:ress on ly , but of course 'ne wrlild be

6 g u e-zssi ng h a.t th e a n n ual i n c r!as e wo ul1d be _ and w hat h:1Ie w oul1d

7 hnave to do thce next yaar. If you really base it on; 12

8 per cen t , a-1t seem s to r7e y ou a re not. civJInr7 yourself any

9 leezway at 311. IF he is a little bit w~rong, you are stuck.

10 T-.;,:nty pe rzent seems to me to be Prett-1 close to the

11 to'erarize=3 thata you woulli, need. In any case, as Žr yr

12 was savyinr before, if the reserves are goinu up, if they are

13 not declininaq, they are goinc- up, it woulkJ not matter if: it

14 was acoing ffroCm 15 '-- 16 pe=rcent. There- wouli not bwe any

15 reduction.

16 Trhe Chairma-nz It is only when th~-y are ccmiP7 dlown.

17 YUr Stern: That is right.

18 Senator Hen:'! hairman, what kind4 of war-ninq do we

1 9 get _r L.:ht now f'r o r aybod y aLout- th e f1a ct tat t he c he ck s

20 might 7o out late?

21 The Chairman: None that- I know of. T- there any?

22 Mr. 'y zrs T-=-= ~ none.

23 Zecnato~r urin7: ',2e could achieve the sane effect of Just

24 h-avinco thR warnfn.-7 socunded if_ these checks are- about to go

25 Du G lae -.4 zar-n nc i s n ot- a b adidea . am not sure i
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1 like --

2 T h = Chta i 7-n: Who- *ould you warn?

3 Ser-~z'-T- en -7 Concress.

4 "he Ch± : -l othsr?

5 t flatr :n.C.7 That i1: Or~e waY tc te sure yo-u coct the

6 ines sa goe

7 (General laughter.J

8 'Se na t or i n- Th~at is probabl-y true for all o-F us.

9 Th e Ch a _ .ira n .That is rig~ht.

10 Senator Lcno,-: It seems to me -- OF course, we hcpe none

1 1 ofe thi-s is qc in-; to happe=n, and accordina to a' l the

12 e st i ma t zs i t- ;i- soud n ot h app Je n, b ut a s su m ina w e hav - t he s a me

13 problem we hard be-fore, the estiJ.mates were Just, wrong, and

14 then we have voted, to fund this thing, anI here we are balk

15 in trouble again.

16 Se we ioulid oa,-v= to go ~,ass this till. And it seems to

17 me thatt we~ Just _safd that, well, if: we do not have enough to

18 go around, rathe~=r than hold up the checks, just, reduce it,

19 reduce it enouor1- -i that you ran notify Conrqorss that you

20 cannct- give the ull cost- o-f living increase because the

21 -noney -will not be there. So, you Just ma-il" the checks out on

.22 t i me .You justo n-rot mai1 t;m for quite as much.

23 *10, tt- h!U~rfdn Stil. cones to US. There will s-till be

24 someone: out zn_=ca wa'ntini u57 to amnd bills, or to move~ to

25 say, let u-s zc :zomet~ihinc to -estore them f -lCCA bRne-fit.
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2 5 4

1 An!i I vould- think ordinariy we would. But the cuestion is,

2 wha-t hA-PPens ifwe do1 no-t rio a 11 of-' that, it s~ees to -ne,

3 r a ther t-h an n t deI ay. ma i Iing out t he chec ks. I think that

4 will sz:ar= -hos=' :cor oili -eccla ILo death if their che-k ioes

5 not Ccoe. Rath!er than not1 mailinc the check, I think we

6 wo0ulid b e b--e tt ofe?- f t o a y what we could.

7 W e vo0 te-?d a bi i n cr ea se TL.et us r-=Y what we can From the

8money w'e have tto pay with. -hat means you' will not get quite

9as bia an increase in the C. as You wouli hav;e had

10 otnerwise.

ii S enam-t or He inZ. Ir. hair~na n, m ay I a sk s omne one th1i s

1 2 q u es ti--n ?Th'~re is one d-iff-erence, it seems to nre, -and that

13 is th-is. I Tnder Senator Iona's proposal, the checks would go

14 out on time, assumi nc-7 thinus, -ot low, but they would be lower

15 in amount, and as a result, there would be, for however long

16 Smaller ch?=kz went out, ther? wou'1J be, as I understand it,

17 a permanent r--~uction in income to those beneficiaries.

18 :i no:.10 see anyv catchuo L-rovisions here. There may

19 be. whereas, -at ½cast ifr a check is del__aye=d, you w.4ll

20 eventually, as Ccngress ac-ts, ret your full amrunt. SO, it

21 see-ms to nme thi tos assure Socme Permarient cuts, even i f

22 Ccn r -s s i'sjust Ia_ lt tle ta ry ain a c -t ;n a

23 Is my intezpretaticn correact?

24 ~~* ~~ ~ it 15.

25 £nor urz r *r.Chla-irman .
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25 5

1 The? Chirman ('11, ic at i n ;.]1

2 '7era :o &ur enber e r~ z h ad th ree a ues tio ns. One was

3 35u st r.i se~m b y WIo h n First, to0 clarifcy a dialcgue which t-ook

4Pi~cn :ea little ea;rlier t-hat refers to th e thifrd

5 par.~rah :fth= croposal, if is th-e intention here -lo ad-iust

6 the COLA fzr wh;l-ere Primary henc-fits are being nA=io in excess

7 of, T2 50. is that- correct?

8 yr* e rs 3. n the amount above f2c0.

9 Senator £Purentercer-. So the word "first" in that line is

10 sort ofirlvant. TS th.~t ria ht?

11 Ts~r . Tvr~I-

12 Senator Dure=nb-:rqpr: T mean, do we ever a-et ccwn to $2150

13 and below?

14 Mr. '!yersz i amr not certain. I neLe it As m~eaning

15 that You just reduce the CO~LA on the A-mounts alove T25C.

16 Senatcor Dur~nberuar: IS that the inte-ntion of the

17 Senator --:ron LouiSiara?

18 Th= C ha _i r ma ; fin ii:a i n 3

1 9 S en a t r Durenbbergerz am boggled by the word "first,"

20 ~!ik e I -lo not know what cane second.

21 Vr. SFternz what comes second is, if you are in a

22 catastr-o p hi-1c s itua ion, oni~ could conceivably reduce all the

23 p eo Ple above 1- .'o25 0 a n d s t ilIl h a v t o sa ve o n e y

24 besiJ'½s.

25 S en atorc Du :--en berge qftr y ou h av e -ze rc ed o ut al o f
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1 th'e increases ibovF 125i0, if You were still short, then you

2 would get to r,70

3 M r.- St -- _ Tart is r-izht. Th at iLs wh3t the wor-e "first'

4 mneant.

5 qt a~~r~r; 1l 1irt

6 sh se co c. quest icn on the issue of1 payback. T½ there

7 a :rontermplateJ payback, or should the-re be?

8 Hr. Stern; tot undAer this prop~osal.

9 Senator Duarepbe~rgsrz -he thi-I is, c~oas th-is or ooulci

io this triager a,:=zly to the trust f-und as wrell? DC v ou

1 1 zon t enimIa t a Il th r =e f un.d s?

12 'cr. Stern. This is c'esigned only to relate to OIASDI, -nd

13 not th? hospi-al fund.

14 Senator Durentberaer: it would not be ap ropriate to add

15 the h cs pi J f Un : t c it ?

16 Scen ator Lonz: T m concerned if the Committee feels

17 dispose~d to a:Tree: with~ this, I have noC obJection to using

18 thi s _prin;c~iple on the Hi 's. You have rtais;~d this other

19 point. T* -1 psm 71 ndn what the tpreviocus point was that you

20 m e ntion ed.

2 1 I!r. Stern; Abtout the 725C?

22 SenatoC TLonz:Ye '-, _G. s fair as i am conrcerned'_, how the

23 Co0m 7 i r-t e_ e a nhzt ha ndle t h.is p a rt . e had another point

24 jt fo2h rurth 3 on e u p. ou ha4d two Points-.

25 Afer-he-%, blieve Ycu raised -another point.
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1 Seratcor Durenbcer7cer: T said,, if vo:ur shortac_5 was sumh

2 that -you elininiated &.ll of the COLA's above T2E~O, would you

3 then start adjustinc C3LA's be,7low T250?

4 ~ t-Lro woul.2 th-ink you would want to, btta

5 is uz to t-he Ccmmittee.

6 ',r. FStern: That wou1ld be pretty drst: sit-u a t cn.

7 would think that would be an example of when t-he Concjress

8 world 2_:obahly want to ao:t.

9 Senator Durenberger; am not advocatina. i amr just

10 askina" about- it.

11 vr. Stern; ~s far as the hospital insurance acocunt

12 goes, you ::oul:~ iecoide to lo th-at. I Jid not raise thatP

13 _-uc-stio-n. it was in the cont!: t Of cash berefits, but you

14 could just azs =asi± ply thasmpstato with respect to

1 5 hospitals if you wantsi to.

16 Senator Durenbercer: Shall we put the hospital tr u st

17 fund in there?

18 Senator Lcr.: Hiy thought -is, if the Committee -sees fit

19 to agree r:o this, as f'a: aS T ar~conc-arneJ, i havc7 no

20 objection to adding the hospital t-ruct _fund. would rather

21 not conPiirate it with- that.

22 Senator Durenb-prcpr; :t is already complicate.' with

23 interf:.in-aJ bor~owna:, so why cAo we not include it?

24 Seaormno o not und-erstand enoug~h abocut th C-
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1 to consider it. on its Merits, the hospital trust 47und. if we

2 war~t to do th 7 think we rnight want to do that one, too,

3 but I woL214 rathier ask"% the question, do3 we wantI to o this.

4 If we 4o nct want to do thi s, I dJo not thi nk we would want to

5 20 tnat, hith-t

6 T he C '~nan Eo, do- vou have any other s-uggestzons?

7 It seems t- M? it 1oes not say we have to yev 20 perc-ent

8 r esse r v r-s. It Just said reserves are now 13 pe~rcent or 15

9 percent, 16 percenrt. )nl'v- whern t~helY st art to decole, as T

10 understano lt would' this PrOvisicrn be operative. As long as

11 the,~y do not, declile, they migiht go up to 15 and a h~alf 16,

12 17 Percent. cut it is not op!~?rative until there isa

13 d e cli nc-, a nd; t-hen, we are notified .'y th e Secretary or whoever

14 on July 1, which 7:ives us that peri-od, if we want to make

15 o th er d ju s t, -n t s ,and if those are nct mad~e, then the~

16 s 0- ca I'Le i f a ils a ffe or whatever comes into play.
1 7 Do You see- any teschnical cprol-iem, -with the amendment that

18 should tze a!zd (rFe ss -=z?

1f ~ ~ ~ 7~ont e *.0~jr19 ~ :~S o ontseaychr that cannot be

20 worked out betwe=en thez staff.

21 Senator >¶oYnih-anz But -this only pertains when the funds

22 a r :ee o0w 2 0 Pe r c n t .

23 S7enaror ~orenz Celow 20 cpercent and "alling.

24 '_en a -or LO n a; rhould think _it -.would- b~e all richtif it

25 wCe re2 ;rnt .
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2 59

1 T' e Ch ai rma n .Above 20, they dec'Line. The(~re is no

2 protlemn. ;*le h = v e fcr wh -ther it is 15 , 22C, or 12~, we

3 have not decidle d , 2gue~SS.

4 S e na torc-E oe n ;hir i:'!S i t? T h at i s Itrn za n: T th1i Jn k

5 ifvou are savinz : h a s be bel ow 12 and` the:n 'alia , yc u

6 a r e r ealy in ,-a iS aZt rous s i t u at ion. --I: it is b eIo w 2 0 an d

7 fallinca, you are aioinz something , T think.

8 Th? Chairman; If we can get it up to: 20.

9 Senator Lorngz The point I am concerned w'ith is where the

10 C o-.m i ttee wants t_- put- it. Tf yo!att u i t2,ta

1 1 is f-ine we me, as lonq as you have somewhere, anywhere from

12 1 2 t o 2 0, a s fa a Cs I a m o n arern e d

13 T he C hai rma:, . Well, "r. Social 'Security, what do you

14 think?

15 ~ 1 r Y yr: perso nall y w ~o u p ref er a h i-Iher f iaure.

1 6 like 20, beca-u.7se you n-ay ts dcwn in 12, and the fund may be

17 d e Ii~ning even t-hat yse-r , szo that by the timne ycu get to the

18 COL It, ycu a re in1 dee-:p tro-)uble , where , if yc u have it as high

19 as 20, 1 t.iii y-ul wou- - he able to prevent thlat.

20 'Sena tor Duren-re roe-r: Chairman, before we go to a

21 vote, can gobc ncliyths Not beino a Commission

22 member or an exPert on this , I am not sure at which poi nt

23 i nt e rfu Td borr w~:~~ r~eeso 2 ha ve- a deen concern

24 fo r t h -U tr St r Tha whv; T think t-he ~wo -are very

25 intecr-wi-ed, ~:es nt!-e near term , tecause we are
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talkina a.bout -int.?rfunad borrowin-. It :nak~?s a substantial

difference in my head, for some? re~ascn or -arother, w~hether

you in::lu-de tis D not, b"ecause fcr al! ot~~r zurTrcses we

seem to 2 lco k½: ' . tc the 'n~I trust fundt to h Ke1i Ou 'n 'A l

trust fund ',hon it is iLn trcutle.

7 1D ~ t '-now wn-2th~r 'ou hav-? suhs-4 *uted r et-met` r for

interfund borrowing here or not.

S en at or Lon g zi do notL chance that. A untferstand

it --

The-- Chairman. T.hy do we not vote on thi~s, an4- if- it is

ad:opte'd, y:u ran o f r

Senator Ch)---fee,: This only applies to CASDI, does it

not?

The Chairman. ('7ods affi-PrmativelY.]

senator NH-inz: ;Andl that -Jeans that you w oulcI make the

calcu-1-tions _-x.-'usiv;e of any borrowing from P-T. You see,

there i~s a calculiztion. that has to be madae.

~'!r. "' Ž!e : z Y es.-

Senator Henz nd T ~m uncl ar On how that calculati on

w il i n f-2a rt be na de.

.1r. 7yers: You woul4 look at the ac ua ase c th

O -SL trut un. -hat: is not countinc taking cut any

loa=ns .

seine tor ..- t:_nzz And you wouldi reduce it -for any

Ili : ~i : :j~ i sZ, .4 :uLi yo ,,u no t ?
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2'r 1

1 'r. Ž.vers ~ and you wculd also take into zccount

2 so m of tha Other st:4bilizin- Jevi-:?s like this nor~ah-ize!

3 tax tr=eatment. YOU would- use that- -first1. This wCuld --e the

4 __ _ 7 co r:

5 Scnat'or :>-inz; Drice s senator Tooudrtn ht

6 TheCran T'is i. a last re-sort mneasure-.

7 Senator Heinz. !fter we used normalized tax transfer.

8 S~enator m'oynihan: And~ aftErr we use= interfund bor-rowinu,

9 if that would solve the problem.

10 Senato: 'Eau::us: !o .

1 1 '.enator Foren: I this after intier=Fund bcrrc'iinc? It Jh

12 not after inter-fund borrowing.

13 Senator '~'oynihanz mill this zut an end to interfund

14 b o!-r ow i n j?

15 Seniator fr'einz: That is Wh-y T raised the: auestion.

16 Szenator Lonz: W hat do You think about- t-hat, "'Lke? Wh at

17 is your suggrestion _a bo)u t t hat ?

1 8 "r. Starn: I f YOU do it before interfuind 'borrowina, you

19 wcul,' cotoably not need any iLnterfund borrowma, so this is

20 re alIly a n -alt E Crntv e t o t h at

21 Sena=tor .- cvniharn: That means we are J~r e-ffect abolishing

22 the 41n t er-fu d b- rE_ ~w in c 1: rv izi on for th e n x t sx " ear7s.

23 Hr. S~tern: And iLf You do it after interfund bocrrowinc,

24 of co-urse, Y ourEP pr e nt aq t wo u Id c-h anoe, be ca u!7e i n lie u o f

*25 do i ng s one t h c to- s hIE cost of i vina1 a dJu s t 1.en t ~o u w ou d
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1 be borrowing Tonav ro hospzital insurance. T: may be

2 academic after a re:=w years-, since the hospit-al insurance fund

3 itself will not have an" resourcaes to borrowfom

4 V~* ~ Mfl~ you tto inter-~und ocrr-wino, :nere

5 a r c er t aiLn li z s w~ Pa v e Out 410 i t. v.oCu c a rn Ct i n ter fu nd

6 borrow fr-r Hl truist. funtd when it gets toc low.

7 Senator ~'cvnihan; Y-r. Chairman, may rais!_e a point?I

8 know !7ome mnemrers of' the Sonmmittee do not acrGee on t-his, but

9 i think int-erfund borrowina is a sensib1le nrovision in Social

10 Serurity. T'hi s i ~_ on-= t ax c all e t a LSoci4Lal Se cu ri4t y t ax, and

iM whmen interf'und' horr-owing makes sense, it is n'c l

12 problrn, and __n terms of the concerns of S'enator Durenberger,

13 the day is very close at. hand when irteriund bcrro-w_ nc will1

14 be for the bbenefit of '_iT.

15 Urnless: we a,:?idl wron;T in our very near t-?rm

16 fore-casts, whicn -_ do not think we are, CASDI will bne in good

17 shape and UT will not. I think inter-Fund 'Bcrrowing is a

18 se-n sibl- 1e a=r-r ang ement F o r t !,e S o ci al Sac u rityv syst em.

19 Senator Long. "ike, did you say that, in your opinion

20 t his s h ould b e b ef1o re i n tsr fund b o r rocwiJna or a ft er ?

21 'e.Str ' .. not Fexpress an opinion. I simply said,

22- if you Zlo it 1before= interfunc! torrowiraq, you Prcbahlv will

23 elim-inate- int-e-r-fuon bDorrowirg , b-ecause You rneed adid-tiona-,

24 money in omen;Py to 7nake the paymenits. '-ow do you Ao it? I f

25 you no zne -rcuz tE f sra linc b0ack the 7ext, cost of livinq
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adijust:"ent, you will rnct have to torrcw the money fron the

hosncital insurance fLund. v ou say tLhat you first borrow

frmth i ho soi-1i nsurance -fund to Il extent you can , you

m ay n o: n e ad- tonak e a ny a dJustme n t in the cost of: livina.

SenatOr 13nc: '4h;y do we not Just say it is after you do

your ianterfund bocrowina?

,~r. -Zyersz Senator Long, I would like to chance mv

position Dn nt. It shoul' be afte~r interf und borrowina.

~.enaltor Lonaz A.fter interf`und borrowing. So by the time

you get dswn to '4wh.re you have nowhere- else tc tur-n, what do

you do? Delay th12 checks or send out a lesser check?

Senator Dure=nberger: Th1at is why T raise-' the issue.

Then we get down toc the point of th~ere not being much left11 in

th~ :? HItrust funi. If th? OASDT is in trouble, where do we

go? Uith I that is why I thought the trigger oucht to

apply to both 3f them.

Mt. -vers: s-n=+tor Durenhera--r, we do have a provision

that you canno: bo-rcow from El beyond ' i certain point so that

yocu w i1Ll no_-t r un -.h e I t ru Zt f u nd i nt t Lh e cground fri rs t

b ef orvyo u o ul - u se t h is

The Chair-nan: Ara= you relsdy to vote?

The ,Clerk: Pr~ckwcoo4.

S iin. ~t o Z PE ac k, woo ~ No.

The1 C- , ; .~ ?-ot h

Senator or: y=.
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1 The- Clerkz Danforth.

2 [rN _ r e-sp or.s e. i

3 The Clerk: Ca af es.

4 S -n a _ ) = - _ : ;V=.

5 C rr, ; z

6 sae~'tor-irz

7 Th & Clerk: walloc.

8 Th? Chairman; Aye.

9 The Clerkz Durenberger-.

10 No r-p-ns.?

11 The- Clerkz Armstrong.

1 2 Ser_-ator Armst_-ong: Ave .

13 The- Clerkz S v mmnS .

14 Senator Symms: IAye.

15 TeClerkz 'zcassiey.

16 Sena-:o_: Grassl:ev: Aye.

17 The Cle-rk: TLong .

18 Se-atorLonz: Ay

19 -the Clerk: 3en t se n.

20 Senatoc Lonca: A ye .

21 T'he Clrk a -s una ga

22 e 3 D e n ZS

23 Il Clerk: :~oyninan.

24 L :1yn2Xj.flI a .

25 _'J L a 1UCUcS.

ALDERSON REPORTING COMPANY. INC.

WO0 VIRGINIA AVE.. S.W., WASHINGTON. D.C. 2_0024 (202) 5_54-2345



26 5

1 senatoc BPaucus: AV=.

2 'he C1ier-z noren.

4 T C le r k T 2.d le .

6 Th& C I r k it c halI

7 [ N'o r:~E;po3n s p.]

8 T he= Clerk :Pryor.

9 S~enator Pryor; A ye.

10 The Clerk: M'r. Cthai'rman.

1 1 7hp Chairmanzn Ay? .

12 Senator Boren: ~aY be reported as aye?

13 The Chairman: On this vote, the Yaas are 12, the nays

14 a rF three. The amenCnment iss agreed to, a.-d the absentees can

1 5record.

1 6 -Let- us see now.

1 7 Senator Chafee. 4r. Cha.r an .

1 8 'he Chairman: es

1 9 S en a to Ch a fe 2 Ta have a COUPle Of very Simple

20 amendaments that will -b-e stiort.

21 The Chairm;~n; '~k a-,;

22 Senator ChafeE?: As vyou turn to Your material and look at-

23 ite 122 u n 1er the tax Pzovitsions, You will see thl-at we are

24 t a x _nc b e)n &_Fi Is . LT saYs tax 50 percent o-f br-nefits for

25 `epenihAT lnhaf enefits :abov? T2,CT0O an--; so
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1 f or t h

2 ?mr. Chairman, pr-~o se there be inserted a sentence

3 there that inr co-unt-inj what is y our income, that in addition

4 to YOUr adJIust-d' -ross zincome, you inc2.ude tax exemct incone,

5 that tax e=xem-Pz income be included. iTl other words, it des

6 not Seem to me 'Lair that btecause somesne has t-ax e~xemrt

7 income that would keep them -- would give them more than

8 $-25,000 or the $22,000, that that w'cul1d not count in counting

9 when benefits_ Fhould be taxed, S7ocial 7Tecurity benefits.

10 Ncw, you mighnt say, -h, how will you tell wheth.er th-e

iipeopile have tax exemipt income? Well, we did that under the

12 19822 provisions of FFIRA. with the improvzed reportinq

13 requirements.

14 The Chairman. Do you see any problern with that, Bob?

15 !4r. Hyers: N'o, '.r. Chairmnan, T See no problem with that.

16 7Th,~ C h ;i r ma n: Ts th;?r- any objectiLon to that amendment?

1 7 Senator 'Mo-Yn-ihan: To the contrary, if1 T could cite to

18 Senator Cha fe:e, Americans self-assess their income, an they

19 do so very- well. 1lf this is the law, we can :be pretty.

20 con-fid~ent pecnle w.,ill obey it.

21 Senator Gra-sslevz 1Nould You he taxina indirectly income

22 f ro~mLnuni -inal bonds, as an example?

23 _enaz-or 'hafee~z Absolutely. You would not be taxina the

24 bo-nds tl'ha t would ccun:- toward. It wocild rztill be tax-free.

245 3ut itl: woul-d icount as -incz-me in Punnaina you above= the levels.
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1 Senator Pacwood; 'v' have? neve~r ::cunted it b--efore.

2 Fenator Lon-z r- l, T would be -willing to cc, izlcnq with

3 Your ~_-~nentnent if this does not Involve t17!xinc thcse state

4 a nd m urni;c i a 1 o-nd. s underst a nd tJhatI t hat L rob! em is

5 Lo t invmLvei re

6 ~IF . .'yr s ;', it -oes riot do that. II 4ust determines

7 wh=ether you will tax up to half of So:7ial Security? benefits.

8 'I'r . !I'ela s :Excuse Ine, S enal =t or .The amount that~_ will be

9taxed will still be limite~d to half of your Social z-curity

10 b en efts. It :'s Just that in, arriving at hcw -mucn ofE that
11 half cf your benefits will be taxerd, you wl s h a

12 exampt intersst in det=-rmininc your ihrome.

13 ½~nator Packwood; 4hich we have not counted hefore in

14 the adjust,-d frcss 4ncomrn~.

15 ."r. Seias: That is correct.

16 Senator Long: I am afr:aid of that. i am a-Yrraid t-hat

17 comes very close to taxing the tax exempts. For exampole, if

18 under the law -ae were= sayinric you would us= tax exempt income,

19 income :ron state a=nd municipal bonds, to fill up your

20 personal exemption, T think that wculd be regarded~ as a tax

21 on, the tax exe~rp;ts, because~ you are usilae up your exemption

22 on that.

23 Iam araii Senato~r, ta that does q~et us into the

24 questicni of taxinq the -income of state and municipal bonds

25 i o not worry, about. thle ;prfnciJa -1. worry a bout th1e

A-LDERSON REPORTING COMPANY, INC.
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1 const-itutional ascects. - do not like to be in a position of

2 votino_ for a ta=x on th-e tax exempts.

3 Senato-r Chafee?: You wouli not be taxi~nj the tax

4 ex e Mpts . Th t yo u ars doa n~ a is co Uritinor th At a s ouit tin

5People~ into- the tax '-ckats where hail of their Soc~

6Sec uri4Lt-y woul be t a xale . it is cnly Soc ial Szecur4ty that.

7 would be taxable. -L has nothing to do -- t he income from

8 the bonds wo,:u2A continue to be tax free .

9 Senator Tong SuePpcse you had a provision that said that

10. f *YOU have tax exemkpt inco'~me in. the -'ount Of your personal

11 e x emInpztion, thazt you would not c~et the -,ersonal aexem pt-ion , so

12 that You would use up your Personal exenption on You: tax

13 exempts first, anf tLax everything above that. The fac~t of it

14 is then tht yi-_-ou would be Putting mnore tax on t he othpr

15 income by virtue of: tthe fact th at you would be makin c a

16 Person use un his exemptic n witlh the tax ext-mpt.

17 Is-usca-t -hat that+ cuts you in --h same position as if

18 You are taxino th& ta=x exempt.

19 S e ,i a tor Chafoc:I wo0ul d he gIad to- fnvolve Yr.

20 Lightteis-er in this conversat-icn. I o not see it that way.

21 Here is th? problem. Peop1 e with tax sxempt income of, say,
22 $53,000, wdould pay no tax on. their Szoci a! euiy afo

23 theair Szocial Seruty hat ioes not seem veryv fair- t o me.

24 As opposed- to the :re rscn who hIas other income of T'25 1000,
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1 So, al! we are saying is, in ccurntina when Your half of

2 SO Ciale -½r_-ritv will b;? tax a bl, urnder that fl!-or you include

3 tax exemct incz0me.

4 Sc-nator '.oynihanz 1f -7could make a sgstc, think

5 a n ec oInomJ.s t -woCuli s at thi mJE.r ely a f ct-, 'Ls :-,hJ -,,~In r a

6 of taxation on yvcu-r benefits.

7 Sen~a-or Heinz: Could4 T go one step further? When I have

8 been hack in my state, i have had a numher- cf geozie come up

9 to me, ani1 th&y have said , yoz know, therze is a very good way

10 to get around th-at proposal ycu fellows have to t-=x half the

1 1 So:cial Securi ty bre-Efit. say, what is that? 7hey say,

12 just oct Out of AI'& r intc PeFnnsylvania- Water Authcrity, tax

13 free tondZr. T said , b y go'lly , you a re ri ght4.

14 All Senator Chaee's amendment- logs is- keeo this

15 prcv-ision tax neutral. If we do not enact it, there will be

16 a very great incentive for peoole to shift.

17 T he C h air an: a T Can Seze -he ans row.

18 [Gene~ral laughtF~r.I

19 Senator Hen:from. the same people who trought you 10

20 percent withhclding.

21 M"!r. D-ia:rmi.d: Senatcr Heinz, the Treasury Department

22 visite-4 last night and raisec' that very point.

23 S e nat or i einz ;Theyv s'ould have teen witft me a ccuple Of

24 weeks io. c:ould hnave Szaved-- them.

25 Th be C h airaE:1 -Diad they c_-:nf'irm with F7enator Leinz's
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23 Se, n a tou ;�;-_inz; Thev sl:'cula: have teen witft me a ccuplc- Of

24 weks i%-o. ::Ould '-ave -save.'i- them.

25 b e f__ h 1 71, E 71 -Dia; they wj+-, '7enator Peinz's
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2 7 0

1 St= ffP ?

2 'er. D__rniJ: That is Tor:_2ct.

3 Sn a t a-r~ let me ask 7Dvid P~ardee. D~o You tin k

4 this~ _~c~e cnttioal question, or 4-es it irvolvea

5 the s a -me in2cpipe a s a consti tution a! is sue te t axation of~

6 state anc4~ runi7jnifzU

7 4r. H4a~rdee: At the minimum, it will have the effect of

8 cuttina b--ik the- -ocial zeuri~ty benefits a little mcre, but

9 i thinkth issue is whether it cuts 'back your Sc-ci4a 1

10 Se::urir-v b::ne,_Ftz rather than whethr i~t ta-:xes the- inrcome

11 f r om u nioi palI bocn a's.

12 Senator Long: Let us vote on it.

13 T he C 1e r: k r. Packwood.

1 4 Senator ?=ckw~ood: IN'o.

1 5 T he C I ar-k ; ~o rIL.

1 6 Senator Poth: Aye.

1 7 Thi: Clerrk: Danfocth.

18 T he Ch11a i r man; Ay= .

19 T h Cle=_rkY~: Cha J`e e.

20 S e nat or Ch a e . Aye.

21 Thp Clark: He:inz.

22 Senator HIein-z; Alye.

23 h~ CI r k~ W = Ilocc.

24 T~. -n; Aye .

25 T z Clr: D ur e nh-e r c r .
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1 Senator Durenberaer: f~ve.

2 T h C 71. r k : Arstron~z.

3 Sen~atcr Ar-rstronvB z o

4 Thz E''-: vmmrs.

5 ½reiator-Arm-st~rcnca; %c.

6 The Cl~ark% cassl~v .

7 Senator Grassleyz1 Nc.

8 The Cli-rk: L 3nga.

9 Senator Ton-Z Pass.

1 0 he Cark 0- -nsen.

11 (No res-pcnSe.1

12 Th~ Cl=r k: Matszunaca.

13 (Yo response.]

14 Th Clar kz Mo Yn i han .

15 Senator `oynihani: Aye.

16 ~~~~The C ark; 3~ucus.

17 Senator nSaucur:; ?ve .

18 The Clark: F :or !n .

19 ( `;o response.]

20 T he Clerk: 3Erad lle y.

21 [:o response.)

22 he 7' 4; tc he 1.

23 [N r-sPcnse.,I

24 The C Ie rk P ?ry ,r .

25 Ena t 0 Pryor Av .
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1 Th.e Cisrk. 'Ir. Chairmian.

2 The Chai-rmn.: Ae

3 ½ntrFr ye .

4 Th;= Clirr : Eeve'n Yeas, four rays. -The aTendment -i

5 agreed to.

6 Sraz Ch=-f-ee Yr. Chairmran, har4~ on th- heel-s of my

7 SU=Ces=,T have another am~~ndment, another discussion.

8 T h e C haiJrma n We did not qet any rc~.venup pick~u- oni that,

9 did we, Escb?

10 'S.enator Ch-qfee: 3ure we tid.

11 mr. Belasz 'There is some reven~ue, but at thiz pocnt the

12 joint Comm-ittee cannot estamate it.

13 The Chairmanz Eut I think we turned into a !ittle gain

14 what might have? been a large loss, so we appreciate it.

15 Mr. Mysrs: T think it avoids losing money by people

16 S h i 't iJ a.

1 7 The r Ch airmr.; n Where can they shi-ft now? That is the bic

18 questizon.

19 'Senator C~-.af-eez .1r. Chairman, just one point. It is my

20 unde-rs-_andic that in the ,Touse bill and in the bill t-hat we

21 have before_ us t-hat we are working -from, obviously, we will

22 go to conEf~rernc~?, a-nd it will be the,- -aw ~" there is no

23 conference~=ble item on it, that on all- checics sent overseas

24 there is 15 zerc=ent withho-1-in. Iz th~at correct? THow

25 0OCS sna .1O/,bz1>'
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1 M~r. ?Ielasz That -is correct, Senator. The law currently

2 has a crovizion that Sa:Ys Frot non-rasident allens except 4for

3 certai_::n de-fiJLned4 tYPe s otf 1.ncome t1here iLs a 3C-cerce nt

4 withhol fn t ax , a 3C per~ce~nt tax, a r-; it _ s, withhiclId at the

5 source, b-ecause thpse non-resident alie~ns do not -file tax

6 returns. q3ecause You would be taxing half the benefits, vou

7 wiould be t-x-ing 331 percent of half that amount.

8 T'he way the p-rovision i;;n the Ways and Fe-ars that comes

9 out to 155 pe=rcent. Thp way the 74ays and ?4eans Proposal anrl

10 the pro~pzusa=L in -Front of You works isz, therewol not be- a

11 threshold -amounit of F-25,C00 or F32,00c0 bec-aus;e there is no

12 way to calculate what thei4r income is.

13 Senatlor Chafee.; am not sure I understood the

14 explanation completely. All I know iF7, "ur. Chairman, I think

15 we are -into a real mare's nest on this taxation of1 aliens we

16 passed this !rcrning, and this is an exampl?. 1% -uestion to

17 the staff would be, if we are withholding 3C percent, is that

18 it, frmalien)E7

19 Yr. !Belas; Yes, that is correct.

20 Senatoc ChaF-e:! And wo? say t-ey can only receive checks

21 equal to their contributions plus intprest. Wha t const itut es

22 theair raceivinq their m'orFe bark, the total Or thiz total

23 less? D-c you deduct Tfrom that the -taxes- that have been

24 withhei--l, or- do you let th-em get t-he --oney plus the tax?

25 !r. ~is The way -,ne ntrocosal is currently stated,

ALDERSON REPORTING COMPANY. INC.
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1 there is no deiuct~ion focr any amount that the e~plo'.oee alien

2 has con~tributei., so that cthec~ wouli tbe a 1r. zar~ent tax on

0 .I t1WJ1,;1 ~in (uui t rla t re - ce ives a t th"e ti me h.e re t ire s or

4 as he retjr~s.

5 S _n a Io c fl a ;~e: o th eref o re t he alI Jen r eceies wh at hie

6 contribute=-_ J-ss 1r-- rercent.

7 -~r- FBlas: That is Correct, Senator.

8 T he C h-ai rma n~ Me P rob a b'Ly s hcil d n ot d c thatashould

9 he ?

10 '4r. Beas. The :cropcsal as it was orizinally Jncluded

11 a rtiJcizLated that the benef-its to aliens ha~! not tEen cut

12 back', so thlere= is in fact a disparity there.

13 The? Chairmpan: T hat shouldJ be corrected .

14 Senator vovniha-n: Let us just get rid of that, in terms

15 of what we did this morninq.

16 The Chairman; I do notthn Senator rrasslev intended

17 that. You wculd not want to withhold 15 percent of- the mnorey

18 they =re eat it-led to have tack from their contrl;bution.

19 Senatcr ~rassjLey: o.

20 T he Ch ai rn an: O. Sc we can correct that.

21 Senator Chaf-ee; AlIl r i ght .T am up to E.6 7prcent.

22 Th ? Cha i rma n That- was two now.

23 Sen~ator Chafee. low le-~t us get to the big one.

24 :!r hirman , it- is -,- y fe=li na - see there 2s

25 Css~r on ?:e . ts tha t o-cluced ?
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0 L..I.tr wli'-�_L� :!a;UUiIT_ r-na t re r-� ceives at" t." e ti me I-. e re tL ire s or

4 as he retjr&s. .

5 S -_ n a -I o c -_ h a 1;� e O th e ref o r e t h e a I _J en z ec e s wh a t hi e

6 c3ntri'_-ut_=!_ J-ss Jr--- --ercent.

7 -�r- F-_las; That is Correct, Senator.

8 T h e C h -a i rm a n �'-e P rob a b I y s h cul d n O t d c t �- a should

9 h e ?

10 -2G_1as. The -croposal as it was orizinally included

11 a r 11 _J c -L pated that the benef-its to aliens ha�! not tEen cut

12 bac,'i, so Geller-= is in fact a disparity there.

13 Th�? Chairman: T hat should be corrected .

14 Senator vovnih--n: Tet us just get rid of that, in terms

15 of what we did this morninq.

16 The Chairman; 1 do not Senator rrasslev intended

17 that. You would not want to withhold 15 oercent OF- the money

18 tn e y a r 9 ea t it-led to have tack from their contrl;'bution.

19 Senatcr Crossley: N O

20 T � e C" h a i rn a n O . SC we can correct that.

21 Senator Chalfee; A I I z- i g h t .T am up to 6,6 7prcent.

22 Th ? Cha i rm a n That- was two now.

23 Senator Chafe2. Ow 1--��t us get to the tig one.

24 C'Jairman, 1 I.Y tFe=1 -ing ther.2 i s

-- season ha t c0- c u -J ed ?
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18 tney are eatitled to have tack from their contrl;'bution.

19 Senatcr Crossley: N O

20 T � e C" h a i rn a n O . SC we can correct that.

21 Senator Chalfee; A I I z- i g h t .T am up to 6,6 7prcent.

22 Th ? Cha i rm a n That- was two now.

23 Senator Chafe2. Ow 1--��t us get to the tig one.

24 C'Jairman -J.-I 1Y '-Fe=! -ing ther.2 i s

s s on e . TS ha t c0- c u -J ed ?
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1 Mr ihi~: i m not sure w-? know whaI you decided

2 to do.

3 Se na t o Cha fe As T7 understan~ it, we 'eci ded --

4 The, Chair7-=n: !Ict to recoup any ofI what they caii in.

5 Y ei as; "t t o tax thc~r the 15 percent on t h

6 bere-fits a=t a11- On any portion .

7 The Chairman; You are just going to give therr bac-k what

8 th~y have pai d in, as 1 understand it.

9 Mr Belas; Plus ;interest.

10 The Cai r-ran.. Plus interest, so you dc no: withhcd.

11 Mr ;eiss; That is f9CO million.

12 T he Chair-ian., That does not fet those who) are now

13 receivina. T~he G-rassley provision is prospective, is it not?

14 S ena i t : r a55lle y: Yes.

15 The 'Chairma=nz We understand it. W4e wilIl] explain it to

16 Y OU

17 !r. Liachth;eiser; 1It i S a F9o0 mi-llion revenue loss, 'r

18 Chairman.

19 '~~r. Thj5 ~~ f vo u are talkin- about elimninatina the whole

20 15 erc en t w tInhhold:~i na tax.

21 T he Ch a 4 m ri .n '1 NO.

22 'r. .iSSi Okay.

23 Senat-or Cha-feazz :hat we are Saying is, you still do the

24 withfcldianc, but in computing what they gret back, you co un t

25 it lss: tne withhSCn; sotht hey continue to receive
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1 until thev reezeiv-~ their full Emcunt they ccnItritute~!.

2 r . 7weiss: zs ;S you take acco-unt of after tLax ben~etits

3wh-:n you a=re c-cin~ t-he comut1at4on_ as tc whe they recovereed

4 thLeir contrihu-ionz= plus interest.

5 he Ca i r-an; zTs t h at al riI T t?

6 Yr. Be~as; Firne.

7 Yr-. Weissz 'i n i.

8 Senator Chaf~e=e: in case thCere is any Iouht, 'r.

9 Chairman, if T1 had my druthers, we would get into this alien

10 business at aSzenarate time and try to understand ~

11 comp~letely, but, th.a.t is water over tLhe- da~n, ar~arentiv.

1 2 Now, 'fr. Chairmanr, it is my heliefl that this Pack~age,

13 lauda-ble thou-7h it is, does not- solve the scttr problem,

14 and" i thinAk we will b;e baclr here in 10 E-:1.

15

16

17

18

19

20

21

22

23

24

25
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1 ;'hat am croposing is an 2xtensicn of.th freeze on the

2 CCTA. Tz startinq ri-ht af-f we have a freeze in the COLA of1

3 six months, that, gets us frocm July to January 1st . T _ my

4 prorcsa' zha t we cotiu thatCO freeze for anothner three

5 m onath~s i f t he a d mi ni st ra t or i n r m u 3 i t i s 'his a nt 4: i riat i on

6 tha t by January lst the res-E~rves will le belcw 11- zercent.

7 Th? Chairman: Fob, would, you comment on that?

8 .!r. ~_yqrs: That seems to b in conflict with the

9 procosal. made by 3enator Long which was adopted. 14f you do

10 th e one,I don't see howr You do the other two.

1 1 senatorc Chaf??: i don't know what his --

1 2 The Chairmanz H is i s inr ' 85 .

13 eto Chfe His -is not e`Ffctive until 1985.
14 Wr.~~ yrs: Th is would not be wi thin the terms o-f the

15 agreement , M r. Chairman , in mny view.

16 'hie Chairman. That is the poin t T wanted to make. I am

17 certai:nly willing to d-ebate it, but we have a number of

18 ame2ndments. This would bte outside, a- 1 understand it. I

19 know th~e Commission can't L;ict-ate to us, but t~here was a

20 fragille agreement put tocether, ard I want to state -for the

21 record thiat as I internret thaat aa~ree-ment, this would be a

22 bit outsid? the scope. That doesn't :mean it can't be adopted;

23 it' Just n.elr~s 1700~fuillvi o be .

24 Se na t or C h a f ee . r. -- airman, =m prepared t-o vcte in

25 301 secn-;_zri, anol allI w:ant to sa y is Just think we have a

ALDERSON REPORTING COMPANY, INC.

-'00 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (2021 554-2345



1 lot of ~robl em~s here. .s. Weaver, I think you will support

2 M. P n your :~stimatior, -- well, II won't sreak for ycu. How

3 do you thinik this t:hin:- will work out in the shcrt 'term?

4 Well-1-, 7 won" put you on the srot. i will just say what

5 I think. I think w are in a lot of trouble and T think it

6 would be wise to do everything we can to make the savings,

7 ani this provi~ims us a sulbstantial amount of savinqs. In six

8 months we save $4~C, billion. This would probably give us

9 another T20 billion, which we will sorely need.

10 So, !'r. Chairmar, am prepared to vote.

ii S e na t or in s-a ~y: I think it is pretty serious

12 business. - we invite a response from a top staffer -from

13 the committee, that sugge-stsE we are in short-term problems,

14 and tnat- isn't hrought out andd we have- a chance now to

15 adiress it. and we aren't. address it.

16 The Ch a i r a `,e can address it, but -

1 7 Senator Grassleyz Do we have a short-term problem or

18 don't we, whoever vou ask here?

19 .~s. Weavers- i would be happy to respond. Under the

20 :orrmiszion rec-cm1r-nations, t11he consensus package, it is

21 clear th-'at i-f the economy cerfcorms as under the intermediate

22 path, whirhi assum:eS the ectonomy perfocms on averapp better

23 than in the recent pst the last five- y-ars, tben the trust

24 fund sh:!'ould he ahb>= to make it thro~uch. tha- decade. Th.a t

25 w o uldi te w it-h c le arl Iv v -r y th1iin r e serv es .
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1 If the economy continues tc zerform as iLt has in the

2 past, with:ut n:ci.2ization and without the afiitional

3 protections prcv4vidd by th2 Lonc amendment and others, it

4 c.l ea rl y would noz :7.= Ie ~t h-ouh a the decad1-e.

5 Senr-ato-_r C ha f~e want to say somethina zbcut the Tor~o

6 amendment. The Lo:-nc amend-ient doesn 't- do anyzhing s-ecific.

7 It -just sends cut a warnina notice.

8 [,. chorus off noes]

9 Senator Chafee: We a=re to be in-formed six months -n.

10 advance and; t1he:n the benefits are to -'-e reduced'.

1 1 The -Ch-ir.!nz 1f we ion't do ttnyt1h-in;7.

12 Senator Chafee; If we don.'t dc anythina. We are not

13 doina arnythin7s now to resolve t1hat', it seems to mpe. w-h at

14 concerns me is -de have a,, short-term pro-blem here. Th e

1 5 Commission esti Jmated b~etwe-?n $15O bDillion an! ¶-200 billion.

1 6 At the same tine, t.he Commission solution was T161- billion.

17 That is skirting -it close.

18 That is nowhere near reaching the T200 billion, and it is

19 just barely over thie '+TS0; bi:llion, and as M5 *. Veave-r said, if

20 things per for-m wel1, we wdill be all rigqht, but if things are

21 -a shade b)elow well-, we are in troub-le.

22 This ororosal of: mine cives us something to helm us

23 qrreatly that am afraid we are z:oinc' to need. It may well

24 be we will- nece.14 the Long solurtfcn in addition, 1but 'horefully

25 this will ;et- us ':'hroucnh it.
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1 The~ Chairman;I may ad4d, as the Commission. has fin~ished

2 its work, asI undarstard -in t~lkin; to Mr. Stockman, based

3 upon the economic pickup they have already added ahtout $6

4 billion to the !Pot, and we have picked up, actually, TF

5 billicn j11'--t because of the admin-istra-tion's new es-timates

6 based' upon .'hatevec they are base4s upo-n. But it hGas helped

7 th-? trust fund that much.

8 Se n ator: Ch-a fe a Isn't it 2lso t4-rue we took a decline

9 from what the Commission worked on between the time the

1 0 Colnmiszsion reportmfd?

11 The Chairman:- I do n't thim4-k th at i s co rrect,- . T hink

12 t~he fi-Turzs stayqed the same. Is that --

13 Yr. Yy=ers: The ficrure of 1165 bill-ion, we had saic4 7168

14 billion, that -,fiqurp is btased upon iif-Ferent economic

15 assumptions. lI assumes there won 't b'e much in-flat ion.

16 Actuall-y, the F165- billion-, if it is b0ased upon the same

17 assumptions the& T200 billicn'was b11ased upon, the 1165 billion

18 wou'ld have been $150 billion.

19 In other word-s, thre $2;G0 billion is based upon more

20 infliation in terms of prices and wages than the T165 bmillion.

21 Senator ChatE--= ?ir. Chai-iman, I lon't want to lebate

22 t hi too l ong, but 7 Will' z~oint out there i s a fail-saf e

23 mec-nansm in tht a av 15 cercent ci~ure in there for

24 reserves, Which is a very modest f`igure. T7hat iLs about 2-1/2

25 iznO~t-, 2 iiontls, isn't it , Is. W-aver? S htw r
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1 hardly in rchust condition if" this takes 'et Frankly, we

2 a re irn v er y ski_ t t is h c on d iti on.

3 ?Ms. W4eaver: -lie one thing aade-d to this Packice before

4 you is ths norm.alizaticn of- tax transfEers. w:hpn reserves are

5 critically low, that wou'! consi;derahly improve- the ablt

6 of the system to miake it through the decade.

7 The Chairman; TS -thal all riaht?

8 Senator Chafee. I am~ ready tLo vcte.

9 Thc~ Chairmna: :'he Clerk will callth roll.

10 'he Clerkz Senatc-r Pa=ckwood.

11 Senator Packwood: No.

12 The Clerk. Senator 'Roth.

13 Senator _Poth: No.

14 Th? Clarkz Senat~or Danforth.

15 The Chairman; N:0.

16 The Clerk. S~enator Chafee.

17 Senator Ch:~-;fee; Aye.

18 The Clerkz Senat-or Heinz.

19 Senator Heinz: NO .

20 T"he Clark; Senator Walloo.

21 The Chairman; N O.

22 The Clerk: Senator Durenb~rger.

23 Senator Eurenb'praerz N.

24 The: Clerk: Snator Armstrong.

25 Fenator Armstrong: T ve.
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The Clark. Sanatzr Sym'ms.

!N'%c response]

ThI2 Clerk: 7Se-ator '~r~assley.

Se na tor 'Ira=S I, =V. A "ay.

Senator Arns~c-ng: 2V fzor S

The~ Clerk-: Se-nator Lona'.

Senator Lcna: No.

The Clerk; Senator Pensten.

( So response.)

The Clerk. Senator :!atsunaga

(No re~ponse.)

The Clerk; Senator Hcynihan.

Fsen ato Cr: n i ha n :No .

The Clerkz Sen a t or Sa uc u s.

Senator ?aucus: NO.

The Clerk: Senator Boren.

Senator FBoren: Ave.

The Clerk; Senator Brardley.

[ " z re spcn se]I

The Clerk: Senator 4itchell.

Senator ",itzhe'll: No .

The Clerk: Senator DrVor-.

SenatZor Pryor: 'to3.

The C le rk: ½. (h a i rn-an .

::C ha i r n= an No.
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1 On thris vote, the nays are 12, t-he yeas are MI Te

2 am!!nndm:epnz is nt auread. t_-o.

3 Sen~ator Armstrong; r Chairman, would; li',,~ to offer

4 an amen4_m.nt '4hirn =ornsi~ts oF- thraa items that Thv

5 circula~ted; under the tI ttle off Work Prcmction !7trategy.Te

6 backacrund of this amendmenet is this is a cackage o

7 Pro)posals developed by the-- Amcerican. Association of Retired

8 Perscns, which is -Just what the namrre implies. Tt is a

9 ProPosa1 'which looks to incentives which encourage people to

10 'Lo thin-.s we telieve soci=aliv resira;ble, -hatis to work

11 loncer-.

12 It doesn 't nereassarily respond tLo the questicn M¶r.

13 Mitchell asked about whether they are able to, but it

14 encourages them to do so in tasicall-y three ways. "'he first

is way is to say that we are going to increase by a percent the

16 amount of retir~emtant benefit for each year that they choose

17 voluntarilv to delay r~etirampnt.

18 Second, to offset this, to provide a symmptryv, we will

19 reduce- 'by 9 percent the almnunt- of retirement- benef-it for each

20 year prior to the normal ret-ir-emrent ace that someone retires

21 early. Thi Jrd1, we will do away with the retirement earnings

22 limnitaTo-on.

23 The notion ofL that, of course, is a very simpl:? one, that

24 this 1s Probably the no).st unrccul ar sincle provision o-f the

25 Social Security C-4E, the ide= that y-u ouaht to have your
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1 SCCial Security benelfit r&CuceAd if YOU have pcst.-retirement-

2 earninas. I c cU 1 t ak abo0ut; Jt at 1Inth, but T think the

3 PrpOz-Oition is auite simp1=.

4 mic~~ht nt-i~ thiz-s. c ur contemplatzcn of it, the

5 imcact on the tru-st fz-nd is somewhere batwee~n treak-even and

6 slightly positive cver the lon~a term, dependinc upon 'row the

7 safety net provision we have included is drafted. At worst,

8 the actuaries tell us, it is a treak-ev en. At be1-st, it micht

9 Pick~ UC as much as .62 percent ofL payroll.

1 0 AT iust mient-ionez. to Senatcr H~einz, .26 is about the

11 amount ree_-ssary to Pay for -the earlier anendmenet, which I

1 2 hope when we ":e~t to it again will be adopted. ~i-at is the

13 long and the short off it, and unless -there are questions,I

14 would move its a4.option.

15 47 erator mith:h~11: Could I ask a question?

16 Senator .Armst!roncz Cf course.

17 Senator '-!itchell Arae these >:einio of~fered as a single

18 pa::ka-e?

19 Senatcor ?rnstronz:; Yes, unless t-hepre is a dessire to

20 brea• them intc --

21 Se nt or '~i tc he 1 Well , it sefems to me you are making

22 crotosails t-hat fall into two completely separate categocries.

23:wo of then, do mp=- yo: e scrip-ticn of enoouraginq peo~ple to

24 w4ork lonie~r iynayi: c~ie~centives focr the tod

25 So. One o0z thE~m, `hzw~ver, is not rell 5f 1fcentive for
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1 peocle to woark long-er; it is, rather, by creating a

2 diisinc.zriive to0 r~tire= earlier.

3 I -,on' t thllink it is _ fa ir to des c r~ibe th-at as an incentive

4 to work 1lonjer; -it is a neca~tive- incentive to Prevent them

5from retiri 41ng earlier. While T acree wt the first- two, r

6 think the latt-_r one reaally dce:sn't meet the general

7 description which you described earlier. While I would

8 su;pport the firstL two, think the third T would not. I

9 wonder if you would ha willino -

10 Senator ŽYovnihan. I wonder if my friend from ':a-ine would

11 recall that the. bill we have here does increase the incentive

1 2 to cort:inue work. IT takes that up to a full 8 percent a

13 year over tims.

14 Senator Hiitchell: It aces from 3 percsnt to 8 percent,

15 is that- not correct?

16 Senator M'oynihan i Th7at iLs correct.

17 Sen at-or M!itch ell1 What is the difference, if I1 might

18 ask, then, between Senator Armstrong's proposal on higher

19 berief-its? -is it, simply even higher still?

20 Senator Armtr-_nc No. The difference in that respect

21 is t-his. The National Commission recommendation embodied in

22 the bill1 b-zfore us increases the delayed retirement credit

23from3 per27ent to3 percent. over a 20-year period, 1990 to

24 2 01 0. M!y propf-sa1, t ie -_-i4 wit h t he t ~i o t her elemen-ts of

25 this packaae beginning in 1 99 fce in the increase in
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1 ielaye4d zredit from 3 to B Per-rent in a five-year Period. go

2 it is a qu=estiocn olf when yo-u do iprimarily.

3 The reason I offere~d these as a rackage is si'MDlY because

4 thmy were Jev=locaj as a p acka-zs by A lar-re or-.2nizatic'n that

5 h as r -=a-t e x pe r t1s e inr th is f ielJ.d .

6 As to the cuestion of whether it is proper-to descri be

7 one part of it as an incentive to work lon-jer, I think that

8 is a procer description. T ddidn't formulate the niomenclature

9 here. As i sai4l at the outset, the intellectual z~arents of

10 this a-re the people at the AAEIP, b'ut it is important to

11 understand that over 80 percent of the people in this country

12 who retire on Social Security do so pr-i or to age 65.

13 Although we call age 655 the normal ace of retirement, in

14 far:t t!"e vas t maJority of people retir-e much sooner than

15 that, so that :1 think it is- fair to descrihbe it just ass they

16 have te~rmed it, a work promotion.

17 7=enator "it-chell: I intended on criticism of the Senator.

18 avI ask one further question. V!hen you say that the

19 revenue-- effect is e wash, -is that because thea penalty for

20 early retirement would pay fo the othear two? Would that

21 statemenrt be? accurate if you separatel them.?

22 Ser-_=tor Armnstronc; Let me zive you the specifics of it.

23 The h-izhar brenef-its for delayed? re-i-rement, -that is, the

24 increase :from -3 to 8 percent for each Year of delayed

25 retJLr-rent, costs .0O5 percent. The other piece of it, costs
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1 .1L4 percent. That is the earnings lim~it ren-eal. -The

2 combined total of those two is *Ic*

3 The or-a_ that zave~s is tha early retirement fisincentive,

4 anti that saves 'between .119 anAd .36, dePending upor the nature

5 ofI the saf e ty n et hu il in to i t. nWight mention what that

6 safety net consis-ts of.

7 An issue you have raised, Senator "itchell, which I have

8 also consiiere iat. so.'e langth, iLs thFe question of people who

9 retire early because of disability. 'ow, the 30 percent who

10 retire prior to age 65, a very large prororticn of_ them.

ii evidently -fo nct retire because of health or ina2,ility to

12 perform their jobs, but there are some who do. The
13 suggestion is we formulate? lanauaewih o: tae t h at

14 into account .

15 I have some language which i have not circulated but

16 which is- in t-h? backup mnate-rial, which" provide=s that. it

17 keys chiefly in tnhat age croup to whether or not a person in

18 these years only is able -lo ccntinue to perform the work they

19 have been ceqularly ldo~inq in the pazt, whereas at earlier

20 ages when someone seeks disabil1ity retirement, they have to

21 be testel against their ability to do work generally, and

22 that goes directlv to the auestion of the steelworker, the

23 people in vi.-Torouzr, physilcally de-ianding professions.

24 Senator :"itchell: Let me ask a qu-stion. I recall

25 re a d-nq a report,-inn oannotnow -id-ntif it ecause i
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1 don't have it befocre me, that of the PO per-cent who retire

2 early, a m-ajcrity of t~hemn retire for~ health-related reasons.

3 r "a t is , t hey h a v i n ot r Baz:h ei t he s t 3-oe of total di;Jsa bi lit y

4 which qualif~ies: themn under disability, bDut they 1b2-e a

5 health-relat--d re-ason for retirement,,. T hePY ~r e om where

6 b et we en p ter f ec tl1y f it a nd t ot all y Liis a b 1 e

7 7S my recollection correct in that, y'r. v.yers? Do you

8 know anything on that score?

9 MIr. Myers: Yes, Senator A4itchell1. First of all, between

10 50 and-' 65 oercent of people claim benefits before ace 55.

11 They don't all1 necessarily retire. Some pay k, eep on

12 workino. Some haven 't worked for years.

13 Senator !-itz-h-all So the 80 percent figure is actually

14 60 to 455.

15 vr* Hy-ers: It is 60 to 65.

16 Senator- 'itchpllz Perhaps the Senator from Colorado

17 would want to l-isten, to this, because it be-~ars on the

18 amendment he has offered. Pe is makin-g some commc-nts ern

19 upon your ameni-ment. You may want to listen to it.

20 Senator Armstrona: Were they favorable to the amendment?

21 Senator '1itchpll: The first was. 'laybe the second will

22 be.

23 :4r. V-yars ;i h a t: s-A-Ji fi~rs was 60 to 6E percent of

24 people currentlY cl aimingc retirement tenef its-- are between 62

25 aril 6`. T wart-=: to say not -all cf their are Necessarily
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1 retiring: then. Some of them may hav;e withdrawn from the

2 labor rnar'-et years ago, oth~ers may still be workina at low

3eno u-, en rrnincs they will !7et full benefits.

4 The secoond part of the auest ion Senator 'itchell. r=ised

5 was do the-se pnple have work-limiting di-sabilities? Here

6 again, it. is a difficult matter to say because all th~e

7 surveys that -are made just ask the people. There is no

8 examination, and many people say they have work-limiting

9 disabilities.

10 I t1h.ink as I recall maybe 30 pe~rce-nt of them say they

11 have work-l-imitina disabilities. 'Whethepr this wculd be

12 proven if there was a medical examination, T don't know.

13 Studies have not t'one that.

14 Senator iHovnihan: A very large number say they also

15 don't have ary work.

16 Senatcr 7!yers: Yes, that is true.

17 Senator Armstrong: The- nFture~ of the safety net we

18 contemrnp'atz is to make the disability determination for

19 persons in this ajs croup less vizorous than the way T have

20 describbed. AnY way you dc it-, there will be some element of
21 someboiy ::laiming to be disabled when they are not, or

22 someone wh; 1may in fLa-t be gartially, I presume no mor~e than-

23 partially iisabled when in fact they can't somehow qualify

24 be-zause_ of. a atch-2-2.

25 Tht is true now. it will! b-e true under any svstem have
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14 Senator Hcvnihan: A very large number say they also

15 don't have ary work.

16 Senator 7-yers: Yes, that is true.

17 Senator Armst-rong: ThA nF�tur�� of the safety net we

18 contemr�iatz? is to make the disability determination for

19 persons in this ajs croup less vizorous than the way 1 have

20 describbed. Anir way you dc it-, there will be some element of

21 somebody ::Iaiming to be disabled when they are no', or

22 someone w�:; may in 'La-=t be partially, I presume no more than-

23 par-liallv iisabled' when in fact they can't somehow qualify

24 bp--zaus=- of. a Cat=h-2-2.

25 Tht is true now. it will 1--e true under anv svstem have
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1 been able to contemclate. mu" it ceems reasonable to me that

2if we -ire 7oinT to encourage people tc work longer, we ouaht

3 to Prcviide scmz? better way Out for those who may not be able

4 to fu'lfilI th-mir- normal o=zuoatiJon. 30 that is th-`e theory.

5 Senator Heinz: Could- ask the Senator from N-ew YorTk,

6 Senator Moynihan, is it f-a ir to assume the reason the

7 Commission delayed i~mplementation of the hiche-r benefit, the

8 ielayed retirerment not to commnence until 1~9O iLs because the

9 financial crush is 'going to be most severe in the immediate

10 years?

11 Senator "¶oynihan: That is corr~ect.

12 Senator Mit-chell. TS that why you wculd oppose this?

13 Senator Movnihan; Not only that, but to imposp a penalty

14 on people -dho ace retiring early, who 7an't wcerk or can't

15 find work, in orider to encourage them to work i-s not very

16 logical.

17 Senator lMi-tcheil: I air-2 with that, but I am talkina

18 about the ielayed requirement. In other wores, you -favor

19 that tut simply feel the f-inancial crunch right now means you

20 can't put i~t into effect right now because of financial

21 rea so ns .

22 Sen~atoT woynihan: That is exactly right. It is t~he next

23 five-year problem.

24 Senator, Mitzl-_11: Th an k Yo0u

25 Thank you, ".Chairm~an.
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1 Senatoc Packwoodz Bob.

2 Senato~r Pryor; M1r. Chairman, cne q-ues-tion, if iL might

.3 as k i t, of'L ~e-na t o c ,r - St~oa

4 The Chairman-: Yes .

5 S erna t o C yo : C Tf ; ? rscn is , l's s a y, 60 Years of

6 a g, 2 il a nd they have decid.?d 214 months from now to take

7 retirement at 62 and they are in the -system, they have made

8 all their plans in this regard, is this ooing to je the

9 siznal to that person that they are goina to be Penalized?

10 It is not zoing to affect t'hat individlual, is i t?
11 Senator Ar-stronaz ~ To, S n t r ry . Fi s, *l1 o th

12 elements of this package start phasing7 in in 1990. 'This

13 particular Provision you are referring to beains in 1990,

14 phasirno it over a four-year period. L don't think we are

15 sendino any signals to anyone. We are certainly not catching

16 anybody unawares.

17 It is, after all1, a voluntary decision. We are not

18 telling anyone they cannot retire, and it is occurring, even

19 the -relatively modest disCincmentive we are talking about

20 here, is occurring in an environment of rising benefit levels

21 and rising, renolac=ement ratios.

22 So .n a sense we a-re aidina some Tore options. We- are

23 addino three more options. !-e are savincz if you will retire

24 a little later, we w g~ ive you ncre than actuarial break

25 on your later retirement be1,:ause_ _8 percent is more than the
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1 actuarial anount. If You retire a lit,~tle early, we will

2 penalize ycu a little more than th0 actuarial anmount and we

3 will aet :-Idi zf that requi-remen~t earnings test, which is

4 really a most- unfair Provision we all agrae, Ti think.

5 Senator_ 'rYcrz TPhe three legs of the tri-ad, so to speak,

6 in your proposal, Senator Antco- am sort of like

7 Senator mitcheil. T think I like the idea, the concept and

a philosophy behind the f-irst two. You st-ated the 2mendment

9 was birt-hed by the AARP. Does that also apply to the more or

10 'Less dlisinrentive to retire~ early? Is that also a proposal

11 by AAB-,P?

12 Senator Armstzrong.; Thfe package which AAEP developed

13 under the title- Work Promotion Strategy is a -four-part

14 pa. kage. it is the later retirement icnie h ale

15 retirement disincentive, the retirgment earnings test, and

16 the safety net prcvision. I don't claim it is perfect. In

17 far:t, iff so)meona hasa better suggestion, I am willingo to

18 look at it.

19 Put it d4ces seem to me, and maybe this is the moment, '!r.

20 Chairman that I could just invite the attention -- could

21 somecr~e on tha staff'- grab that one chart that shows the

22 progress of the reti-rement acge? You lon't even need t!D set

23 up -an ?asel1. J;ust, turn it aroun.da so everyone can see it.

24 in `h aniout material -- no, I mean everyone in the

25 =ommittine, -unlps-s -the auliianc? wishes to vote on this.
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1 flaughterli

2 Senator Arrrstrona; In the handout material we have

3 circulated- three sets, showing life expectancy; at hirth, age

4 20 an!' aioe 55. In th2 oci-iion of most experts, ace 21" is the

5 fairest aae, but the other two are shcwn in your handout

6 ,iaterial. Br-yan, will you turn it so Senator vitchell. and

7 Senator PrYor can see it?

8 What i~t s-hows is that these life expectancies are rising

9 very rapidly today. Someone at 71 has thE? same lif-,e

io expectancy that a p erson of age 65 ha.d when Social Security

11 came into existence. T-hatf is the general theory cf why we

12- want People~ to work lcnger. Y'et consistent with earlier

13 discussions, it is a question of how you get there.

14 This, we think, is a reasonable way of enocoura~iima people

15 to do so and givinc; them some incentives.

16 Senator litchellz is thera any medical evidence to

17 support tlhat portion of: the chart that projects cresent

18 trends into) the future? It is obvious that increased life

19 expectancy cou.1d. not continue indefinitely at scire level.

20 Th~e Chairmnan. It is like ',:eaqanomiCs; i will level off

21 after -a while.

22 [TaughtEerl

23 Senator 'Mitchell: And 7 wonder whether proJecting the

24 lines b-eyond the current diate, whether it is sup~,orted by any

25 M Ed ica e3I--7viId e nc E.

ALDERSON REPORTING COMPANY, INC,

.400 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (202) 554-2345



1 Senator Armstrona: 'er. Myers.

2 Y!r. Yyers,; Senator :'4itchell, on this point,I think that

3 various actuaries have projected mortality and like that, and

4 i think this is -a :-epsonable Projection. S7ome rpeocle miaht

5 even co higher. szome might ac lower. But this is the

6 intermediate estimrate and I think it is a pretty sound figure.

7 Senator Yitechall: There is one t~hing, Mr. Myers, we

8 ought to have learned about the history of the Social

9 Security problem; that is, our ability to pre4dict future

10 events, economic, demographic, em.plovment or anything else,

11 is extremeLy li.rnital. Would you aires with 1t-tat

12 Mr. Myers. i would agree with that, particularly the

13 economic. But on the demographic, actually, the estimates

14 that were made in the early days as to how much longevity

15 would imcrove, ths actual longevity has gone beyond that.

16 The Chairman: Again, I think there are aood carts to

17 this package but I am not so =ertain. This is another area

18 we wrestled with in the Commission for a long time. We just

19 couldn't Idecide whether penalizing early retirees was the

20 right 'say to zo.

21 i would like to figure out some way to repeal the

22 earnings te=st - there are at least some ideas floatino

23 around -- when we ;et to retirement aae. So I think, Senator

24 Armstrong, if you are ready to vote On this, we can, vote and

25 move on.
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1 Senator !rmstronaz would be happy to proceed in

2 wha tever way you think best , Mr. 'ha irman. This seems to me

3 to be a worthy proposal. If it is your desire to incorporate

4 it in to th"e re tirmen t age pr~rpos a l , wou'L d te -alpd to do

5 that, too. I ~4onwt care. I think it is a separate issue but

6 one which., i f it helps somebody get to 'the right conclusion

7 on the retirement- age, I am perfectly willing to Ado that.

8 The Chairman: I am not sure about the penalty fcr early

9 retirement. I think that is the Part that we just coulin't

1o agree on in t-he Commissicn. There is some question about

11 those who for a lot- of reasonsz, low inrcome or whatever,

12 retire at in early age.

13 Senator Armstrongz y~r. Chairman, I Just want to be sure

14 we have reached a meet-ing of minds. T Just wanted to be sure

15 we had an under-standing. Something ycu said a moment ago

16 made me think pechaps there was a little slipplage in our

17 mutual un-derstanding of this-. Because of the fact this

18 phases in well into the future, even someone who opted for

19 early retirement und~er this slightly increased penalty would

20 nonetheless :,-=ve a hi:7her benefit initially and over time

21 than someone wbo retires now, presumably both in nominal

22 dollars and iLn real terms b'-ecause we are operating in an

23 environm-entl o f ri Sia bene-fits.

24 So unde-r- any :irc umstances, no one will really get hurt

25 if they opt fo - tiis- and it is purely an ortion. I is a
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1 choice they would determine.

2 Also included in -my proposal is a disability safety net

3 for someone for whom it isn't optional.

4 Senator 'ic~l Ace we vot-inz on the whole package or

5 one at a time?

6 Senator Armstrong; TI believe we are at the point where 1

7 will seek the Chairman's counsel as to how he would like to

8 proceei at this point.

9 The Chairman; As I understand it, the work promotion

10 packace would incrsase the delayed retirement credAit which is

ii in the package; is that correct?

12 Senator Armst-on;: Yes but, Mr. Chairmen, in what I

13 think is a significantly better way, in that it does it11

14 considerably sooner, it does it 15 years sooner. If this is

15 a good idea, as I think it is, if the whole thing makes

16 sense, we ought to get on with it because the Commission 's

17 recomm~endation, I believe, is not fu7ly effective until the

18 year 2020, Dr. Weaver -- 2010 -- whereas the proposal I am

19 Offering wouli begin to phase i~n in 1990 ani woujA1 be

20 completed in t-he p-hase-in in 19905.

21 The Chairmanz k.nd it repeals the earnings test between,

22 what, 1990, 199LL?

23 Senator Armstrongz Ifphased in again.

24 The Chairman; n it increeses the penalty for early

25 retirn;-,ent from 20 percent- -o 30 Percsnt at ace 52. Put -for
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1 those not seriously disabled, that is phased in over a

2 four-year period.

3 -en~ator Arnstronc: VMSz. Tt -onteMplate~s a safety I'et

4 for disabled cer-sons, and the way we are working t-hat out is

5 that we~ would! apply a test of the ability to don their

6 customary employment to that age -croup. So it does- respond

7 to the concern so many have exoressed: what about when,

8 through voluntary means and otherwise, what about this group

9 of peopcle who are hod carriers, steel workers or who do heavy

10 work andI just can't do it?

11 ..aybe they will live loncer but they just- can't do the

12 work. Someone whD is a computear operator may be different.

13 But we are pinning it directly on that. is I say, at the

14 worst, actuaries: say, this- is revenue neutral even with those

15 generous provirions.

16 Senator Kitchell; Unless the author of the amendment

17 objects,I move we vote separately on these * ~4e have voted

18 separately on many items before.

19 7'he Chairmanz i wonler if it would be a better

20 suggestion, Senator A~rmstrong, if we temocrarily lay this

21 amsndment asiie, ind if- we haave a chance in a tfew minutes to

22 discuss it, and move on to sonething else and core bac~k to

23 this, that is all _riaht.

24 Se~nator A.rmstrongz That seems to me to be the wisest

25 course. i szense we are close to workin.g something out.
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1 The Chairnani: I hope so. I don't ioubt the merits of

2 the package, hut I want to mtake certain a couple of things,

3 one of which is the agreement of the "Commission, and T need

4 to discuss that i~r. ?fvers, and secondly, to make certain it

5 is rev=?nua neut2:al. ' think it is prohably phasedj in to take

6 care of that.

7 But ifI it is all right with you, we will'come back to

tj -n art.

9 Senator Armstrong: (Indicatincl

10 The Chairman:& Is that all riaht?

11 Senator Armstrong; That is perfect. If somreone else has

12 an amendment, I would be glad to confer on that.

13 The Chairmnan; i think Senator Packwood has an am'endment

14 we can dispose of rather quickly.

15 Senator Packwood; er. Chairman, I move to strike out

16 number 15 on the sheet, which is the broadened S~ocial

17 Security wage base, to include contributions to cualified and

18 nonqualifizci -efarre'i compensation plans, at cetera. This

19 was not part of the consensus recommendation. it has been

20 added ty Ways and 'Ieans. I sense the fine hand omf Stanley

21 Surry in this -amendment.

22 -It is an attempt to tax fringe benefits not now taxed,

23 an! sracifizallv lay =-Are being one. Tt is one we exempted

24 from tax. 'We do aot inclule it in the income base of the

25 employe-e. We did that by law a number of years aco to
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1 en~ourage employers to provide day Care.

2 N;ow we are saying if that or other even tax exempt fringe

3 benefits, let alone -those which are nct exempt by law, that

4 we have imnposed a moratorium on the !FS -from issuina

5 regulations. If they are part of the so-called cafeteria

6 plan, they will. be tmxe3d.

7 One day we may want to 'Lull scale and full tilt get into

8 the concept of taxation of fringe benefits, but this is not

9 the place too address that subject. It was not seriously

10 addressed. There have been no hearings on it here and TI would

11 sinply mova to strike that Provision.

412 if the staff would be so good to explain the exception,

13 which I am willing to accept.

14 Mr. B91os: As I understand Senator Pa~kwood's amendment,

15 it would be to strike fror Item 15 cafeteria plans unless the

16 cafeteria plan included as one of the possible fringe benefit

17 options a '401K deferral.

18 The Chairmnan; That is my understanding.

19 Senator Packwood: That is right.

20 The Chairm~an: Without objection, that would be --

21 Senator iYoynihan: Mr. Chairman, S!enator Bentsen wishes

22 to be recorded no on the vote.

23 The Chairman,: All right.

24 Are there other amendments? I wonder if we might take a

25 ten-minute brea.k. Dorn't ao too far away. Wre are down to an
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1 The Chiirr.a: Are? we rea'iy to vot=-

2 Senator Ar~~~~~~~~~~~~~~~~~~~~~~~~~~str~~~~-on No, M r. C hairm an . wa t to c - :E r

3 s ustitute.-

4 Senator Eradley ; T WCjlj ask the Senator f-ro Coiorod

5 Pleasme not to fera S Ubt i t Ut e.Certainly he hasz that

6 ririht, but we were taking votes to get up and down votes on

7 particu1ar am:neriimants, ani I wouli hcpe to g-et an up or down

8 vote on this amendment.

9 The Senator is completely free at another tLime to offer a

10 varia-tion of! -this-, or one tht is a stronger one, if he views

1 1 it -as necessa--ry.

12 Senator ArmStLrona4 Ir. Chairman, the reason I want to do

13 sc is niot fo-r any reason -of parliamentary maneuvering, b_-ut

14 simply tberaus;e- in the logical sequence o: e-vents, there will

15 be members of the Committee who will be uncertain of how to

16 v ote on your amendment unt-il t-hey havr-, disnosed of others,

17 all~ I am one Of them.

18 I want to of-fer a proposal which believe to !be

19 completely right i n :rincitple, but wh-ich I frankly do not

20 expec-t to pass. do niot want to belabor it. but I wish to

21 offer it as a subst-itute. i hone Senators will vote for it.

22 If they io not, I say to tne Senator ;.rom New jer-sey, it will

23 certainly put into psrspective exactly why what you now have

24 on the tatb½ cr some t-hing es ought to be adoptei4.

25 Venaror ~~r~d!-!: ',hy -; you not o-:ffer it as- an amendmert.
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1 to thiz am-endment-, and not a substitute?

2 Senator Arnmstronqi Fine. I would be happy tc do that.

3 In fact, i'll the= 3=natcor c-ares Steeply that I Pot offfer i t, I

4 wouldJ tbe, clad to w ithdraw tt.t

5 1-7e nat orBa d 1 e V 11,T just want a separate vote.

6 Sena tor Azmstronu: I-et me put it this way. T 'M tryinga

7 t o hz 1 y ou .That is what I am gat~tin- to.

8 In that case, and with that understandina, h-r. Clhairman,

9 I do o-ffer as an amendment tc the amendment Of the Senator

10 frocm New Jersey -the proposal which I have circulate-d to

11 sinply dele te the Com-mission recommendation for taxinc

12 b e neffts

13 :- w , i n sor t o f t he c ont e xt o f t h is m ee tin - t~hat ma y

14 eenilke avey drast-ic p roposal.

15 Thp Chiair-nan: Excuse me.

16 Senartor A~rmstrcncz You previously voted to do this, Xr.

17 Chair-man -- it is all1 riaht -- along with every ot11her Senator

18 who votedi on tnis subject, not once, tut twice, and I bDelieve

1 9 Lt was ura~nirous 17cth 1--,ies, but the? list time we voted on

20 this issue, it was 9-5 to nothi~na. In fact, it was cuite -an

21I emotional occasion .

22 ± -remember very, vividly- being summoned to th-e floo.r

23 because thlere was some concern, some threat that scrmeorne

24 na 7t ave a tie ream about t-axi ng ienefits, an,4 for EO

25 y e ar s, o ne o f th e-;r at Pri nciples cf the Social 7ecu rity
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1 system was, we will not tax bene-fits.

2 So it was thoucht desirable in o)rd-er to reassure

3 benefici aries who might bave -nicked urD an alarminq rumor that

4 we were :oitnu o tax ben=eFits that we Ought to ha~ve a sense

5 of the S~enate :reso~.ution, and that was the vote-F, c6 to

6 noth in o.

7 That is exac-tly the orcposal I am cffarin7, to delete the

8 Commission recomm~e~ndat ion for taxing b.enefits. Thbe cost is

9 $26.'4 billion cvec -the period. it is not just because we

io voted on it last year, or that. t-he Hcuse Of Fecresentatives

11 voted 3L to one on th-i-, proposition that -- Offer it. I

12 offer it because it is fundamentally wronc in my opinion to

13 change the rule-s after the game is over, and that is exactly

14 what you are doin7 by adopting a benefit taxation amendment

15 in this way.

16 If we I'ad bfr us a benefit taxation amendment that

17 went into ef-f'-ctL we'll into the future, so that people would

18 have a chance to 'get thei.;r lives organized in a way that'

19 would zermit th'em to make these plans, i woulf. fCeel

20 differently about i4t , ,u t t o m e, i is J u st w r cna .

21 1 would also note, vr. Chairman, fmavye I have given away

22 whatever mo~dest tactical hich uround T mi~ht- have beca~use I

23 have already sa-if do not think it will pass, but maybe that

24 will en-coucag;e szZe Seat--s t vote C, r i anyway, that the

-25 one thing that has: sort of bc-en the tctt-or line in every
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:-r been of fered nrior to this i's, we are

'its- for exisr-tina beneficiaries.

-id with reti rement ages in the 21st1

;tth? -rate of inorease in th-,e CCLA's.

the eligibility standardis issues. But

!nefits for exis,:tino- beneficiaries. Yet

~his is, 100 percent, a tenefit cut for

of the S77-nator from K'aine, who raised

cery worthy and imccrtant cuestion

ussed th.is. He said, how manY people

erc-n t i s al I f t h . Z. CZ1~ pt-r i -r

13 benfic-ia-ries who are affected.

14 And I think a lot ojf us f'se! that many of those high

15 incomp beneficiLaries, particularly those who are gettaing

16 lar-ge Social Fscurity benef1its, and also have large amounts

17 ofr other incomr- , couilu afford to contributen somethina to the

18 soundness of the system. And I amt persuaded theat that is not

19 a bad i4ea, even thoujh in principle T think it Perhaps is

20 quest.'onable .

21 Rut the notion that somehow this will only affect a few

22 has to b~e understood in the context that these thresholds are

23 not in_;?xe ,J -7z have asked staff to give me a repcrt of

24 w ha t.z- :: s t hr -s:hoI -. c ;_ -il me an o u tinto the future basei on.

25 var :z-us assunnttonrZ atcut inpFl tio cn rates, an'i the 'bottom.

ALDERSON REPORTING COMPANY, INC.

:00 VIIRGINIA AVE.. S.W.. WASHINGTCN. D.C. 20024 (202) 554-23-5



2 03

1 l-ine of that is, they will be irrelevant. The threshclds

2 will bhe irr7elevant in a :`ew yv-ars.

3 Eased upon a E percent rate of inflation, we will have 7

4 peccent of SD::ial Securit-y recipients taxe-s in 1qcL1, 12

5 percent in 19'9D, 18 Percent in 1995, :.nd 23 percent b-y the

6 year 21CC.

7 Based- on 3,n in~flation assumption of 10 percent, we will

8 have 7 percent in 109BL4, 18 percent in 1990, 35, percent in

9 1995, and SC percent by t1-he year 22000.

10 And, as you :7an see, under either a 5 o-r 10 percent

ii1 inflatiLon assumption, virtually everybody will be taxed in

12 the enti~rety of11 their benefits, that is, the one-half that- is

13 proposed to he taxed, within the reasonably -foreseeable

14 f ut-ure.

15 So, that ics my propcse-i amendment to the amendment of the

16 Senator fErom '-%ew Jersey.

17 The Chairman. Do you want a separate vote?

18 Senator Armstrona: YesL, sir.

19 Th',e e1 --5r k; PaCV wood .

20 Sena-tor Packwocd: No0.

21 'he Clerk: poth.

22 Senator Rath: : 0 .

23 :-h~ Clrk. D a nfCr th.

24 T he C hair- n a-n - T.

25 T he C Ir t ; Ch-a fe .
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1 Sen.ator Chafeze: "c

2 T h C ek: eiz

3 SeaorFinz: NO.

4 The Cler?-k. I :lzn.

5 The-- Chairman: ½!O.

6 Th e -1 k: urenber-jer.

7 Senatcr Durenbe-ro'ar: N .

8 T he C'-l Sr k: Armstrong.

9 Senator Armstrona- Aye.

10 The Clerk: S vmms .

1 1 Szenatcr Symmrs. Ay e-.

1 2 Thce clerkz Grassley.

13 (No respon!7e.J

14 The Clerk: Lonc .

15 Senat-or Lon~z? NO.

16 'the Cierk: Pen tsen .

17 [M r-espons:F.1

18 TIe Clark; ~t surna a

1 9 [NC rZ3spOflsa

20 T he Cle ~?r k Hc!ynilhan.

21 S-naltor vovni3Jlan; VJO

22 T'h e Cle ar k :,a uc,:s.

23 e na tO r >ucuZ ½.

24 T he C I- ler~:~rn

25 S -n az -,r- 5o,~ i N:.-
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1 'The Clerki Eradley.

2 Senator Rradlevz NIo.

3 T he- C Ie r k ~it~he ll1.

4 S e na _o r I i t cbell I N O

5 T he CIe rk .Pr vor.

6 n r es p 3,s e .]

7 Thp Clerk: '!r. Chairman.

8 The Chairman; T0 *

9 Senator G'rassley: lzrassley votes no.

10 Th-e Chairman. On this vote, the yea-s are, twc a=nd the

11 nays are 15. The amendment is not agreed tLo, and the

12 quest ion ariLses on the amendment Of the Senator from New

13 Jersey, anal I hcpe it will lose.

14 (t-eneral laughter.]

15 The Clark: Mir. Packwcod.

16 Senator ?ackwood Y 'T.

1 7 The Cleark. -Ko ~h .

18 Senator 30to-hz NO.

19 Th!e Clemr-ki Dan~forth.

20 'T'he C h a ira n No.

21 The Clerkv: Cha=fe=e.

22 Senator Cha-fee: No.

23 Th ~k e inz .

24 S en a tr He i: NO.

25 Th lr' alo p.
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1 T he Cha irm a n : I o.

2 T he: Clerk Durenberger.

3 T he C h ai rm-a n. INo.

.6 The Clerk: svmnms.

7' Senator Symmns: Aye.

8 'Th e Clar k: ;Grassley.

9 Senator 'Orassiev; : o.

10 The Cler-k: L an.

11 Senator Long: NC.

12 The~ Clerk; Pe=ntsen.

13 (crespOnse.]

14 The clerk: Matsunaga.

15 [No resn'cnse.I

16 The- Clerk:- Thynihan.

17 Senator 'Izvnihan: No.

18 The Clerkz Baucu-c:.

1 9 ~ 7enator Eau~us; O.

20 The Cle-rk: ?cren.

21 Senatorc Boen o.

22 The Clerkz Br a dle y.

23 Senat~or3rde: v.

24 C h I Ce rk -z the

25 -e1tr"j0i o
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1 The Clerk: Pryor.

2 [Th respnc~e.j

3 The? Clerk; Mr. Cha-irman.

4 The Ca i rman. 0o

5 nt'his- vote, th~e Yeasz ar-e thr-ee, the na=ys ae1'4. Th e

6 amenc-nt: Js rot agre=ed to.

7 Senatocr ERradlsv: Mr. Chairman, my second am~nement would

8 Jc to the frailsafe Provision of the bill. A you know, the

9 ComimissiLon recornmendeid thit Congress develop a failsafe-

10 inechari-sm., al tho~uch tcday we did approve interrfund

11 borrowino. T twould like to suoq7est theat we nei ½tCeter

12 failsafe- mech-aniLsm, and although it is unlikely we will have

13 to use it, I think it is important to send a -essace to 36

14 Million r-ezipient and to those 116 million who are paying in

15 that if there is troub1le at any point on. the hor izon, their

16 Social E7ec-uritv payvmetnt~s will be -assured.

17 'Therefore, what I suggest is an amendment t-hat says, when

18 the manicing trus'ee determines that the reserve ratio is

19 in s u fficient. to meet bene~f it payments on -a tia7elyrss he

20 is authorized t:o borrow from the general fun~s sufficient

21 -evE~nu-zs !_z pay the_ benefit-s.

T~22 1.n addition, the 'Concress shall de-velo-p a p.-lan within six

23 m onrt hs of, the- date of thR borrowing from. general revenues for

24 the riepayment orf suc.;(h revenue~s. Tt simplv satys thazt il the

25 trust. fun! oets down tC., 7 would suggest C c~rcn reserve
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1 ratio, the lowezt it is sxpectej to gcet is 1 percent in the

2 next decad-2.

3 B-ut if it i s worse: because of a very severe eccnomfic

4 downturn, thi_= authorizes the mnanagincg trustee to borr-ow Du-

5 OfE aener-a1 7r-venue and then to develo-, a clan within szx

6 m ont-h s t o 7 erpa y- wh at -Js bor ro wd .

7 The C-hairman: Do I understand that as general revenue?

8 Sena tor Erailteyz That is right.

9 The Cha-irm-an. And I must _say this is another matter that

io was considered an~ rejected by the Cconmission. i think th=ere

1 1is a strong -- think there are some who t'h'nk we have

12 already poure~ emn-_ugh geaneral revenues intlo t-he Package., and

13 we shcuid not have a permanent, -- or is this permanent? I s

14 this permanent?

15 Senator Br~il=e: Yeas.

16 The Chair-anz A permanent provision, so would hope we

17 mnight riot adopt :-ct amrendment.

18 Do you want a roll call?

19 Senatz Balev YeSz, I io.

20 The Clerk: _,ackwood.

21 Senator 23Lckwood: N1o .

22 The- Clerk: FToth.

23 Senator ?orzhz NO .

24 The C1lerk 7 ~f orth.

25 Te 'O .
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1 Thcm Cir : hafee.

2 Senazto r Ch 4fe~ =- N.

3 The ::_Iek- P-inz.

4 5Senator nHen-InZZ 0o

5 The Cl2=rk: WPalop.

6 T he C h ai r.a nz No.

7 The? Clerik: Durenberger.

8 Se-i-ator Durenbergerz No.

9 The Clirk: Armstrona.

10 Senator !rnhstronc o.11

11 The C12r k, Symms.

1 2 Senria to r Sym ms. No .

13 Thm lek :7aslee.

14 Senzto r Cra4s ey=- No.

15 The r-_Irk.~ Loinz.

16 Senator Lngs-I'Z 0o

17 The Cle=rk: 'Penten.

19 The? Clerk D~urnberge

20(N Se-ilaor Due.]re o

21 The Clerk: Armvntona.

22 Senator .!rmstronc o.11

23 Th= Clerk: ~ucasle.

24 [No response.] orspne

25 The Cl e rk I 'orenihn
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18 [No response.]

19 Th- Clrk; alit-'s-unagi.

`I0 c response.]
4 -

21 The C1 e rk . '�3vnihan.

22 'Ser, a-::) r 'o vn ih a n to .

23 --he Cigrka E-aucus.

24 TLNc respc-se.l z1o response.

25 Thc- Clerxz r- on .
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1 Senator Boren; o.40

2 7h f', I r k; radicv.

3 E e na to Pra4_1?y: -'ye

4 h eC -. _ cler:k ~'A tC nelal.

5 Senatzr- :Yictchell No.

6 Pror

7 [1% responlse.]

8 The- C Ie r k yr.Thairman.

9 Th- Chairman- 0c.

10 Senator Bradleyz That. wa.s- close, M4r. Chairm~an.

11 The Chairman: On this vote, the nays are 15 3fl~d the yeas

1 2arp one, 11-ut there a-re still some who have not. reco-rded.

13 [G~en era1l2a ugh te r.

14 Senator Eraf_1e2v; Are t-here 14?

15 (GEneral lau~hter.]

16 Senat-zr .~radley; Thank you very nTuch, r Chairman.

17 The Chairman; T7hank you, Tenator i~radley.

18 Senator Arinstrong?

19 Senator Symms; ~r. CZh ai4r ma n, T ha'e a seri's c--: four

20 amendmernzsz, but in view of the proces-Z, T thi nk T havp two

21 amendm-nts i -w.ouldJ just lik1e to ment-io-n briefly, and not

2 2 o f f er th!"e m, a n d L;ro b a bly o f fer t -h em o n t he fLoor. One, of

23 +them is the amtrndm~ent which would ncmps the bill -that

24 Ccn-,rEssman Schulze testifieJd before the Ccmmirttee on, on

25 usi nc 7oci~ 1, I F honis in allowinc for -:n excianae.

ALDERSON REPORTING COMPANY. 'NC.

-.)0 V/IRGINIA AVE.. S.WN.. WASHINGTON. D.C. 20024 ('202) 554-2345



23 1

1 For peocle who are morefincay able to, th ey would-

2 voluntarily xhn their- Social Security benefits andI take

3 revenue bon's, which would not be taxable as -far 5s the

4inte res t o r th -ie -, i- ccncerned.. An5. that would Saze, inte

5 short t~e~r, a;--ut 3" ILI L bion7), -it is e1Ftimat=ed.

6 i thin.- the-r ;-r-ound. wor-: probab10ly has not b-1een d~one on

7 this, and rather than have a vote on it, and ha=ve it- voted

8 down, I thin~k -it is a good idea, and there will be another

9 opport-annity to Io that in the futurFe, hut think many of you

io were here when Conaressman Schulze testified. F e and T

11 introdu-ced the bill l__st year. We introduced it this year.

12 I would hope the Chairman of the 7ocial Security

13 Subcommittee could assure me that we could have a hearing on

14 that some zirme: in the yzear, and then I will withdraw that

15 amendment, i-fI can have an assurance -from 7enatcr Armstrong

16 on that.

17 3enator Ar-strcong: You certainly can. I would b~e glad

18 for you to have a hearing on that topic.

19 Senator Symms--: This proposal would allow peoule- to take

20 bonds which would be inherit-ance tax free. It would not

21 drain cash out of the trust fand. It wouldi save us T5

22 bill-1ion to F7 billion bDetween now and " 990.

23 The other amendment I *wcul.4 like to fust throw out to the

24 Co'nmlttee, there is a discussio~n on the orcposal. to establi-sh.

25 a :7--c~l~cr opt-cn account. Th1is proposal would

ALDERSON REPORTING COMPANY. INC.
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1 contribute to the solution Of the long-term solvency

2 problems. It hi nk -de n ee Ito F xaine t~his f urther- a!lso.

3 Just in co cot it would 3,11ow in'divi duals who pay 3ccial

4 Secur-ity taxes- to =estahlish a special ret-irement :-ccunt and

5 then d=_4uz:: annu~i contributions from. their taixable income.

6 I~t W-U½~ b- similar to the •Keogh's and I9' thazt People

7now have, and the tax d ed4uctions wculd be limited to 20

8 Percent of the amount of-; inco-me subJect to S~ocial Security

9 taxes. Thus, the maximum irndividual deduction would be about

10 77,000 toia-y. in -return, these-- injdivijuals with these

11 account-s wo-ulA `:oreit one-half percent of their Cocijal

12 Sec-urit~y _reti~remernt benefits for-each T1,000 contributed to

13 the account.

14 1 ay off47 th"-e two amen-iments on the floor, but I will

15 not belabor th-e Co,:mmittee with them ton~i~iht-

16 idav=e two othfer amendments. C~ne deals with the

17 retiri~ment a-re. i must say thati was certainly c-leased with

18 the vote that the 7-ouse took !ast night. TI thought that that

19 showed_ zonsidarable good judgment on tlhe-~ part of the '7iouse to

20 make that 4jre'-,i ~n to start recognizing that d'ue to the good

21 fortune of better medical care and better health in general

22 of our poculation, we are- now actuallv livinci ionaer.

23 Fo, th-.e amendmentI would like to offer would tuild upon

24 th a t, t'ut z_ i1.ej iLatel1v on a --r adu a l lona-term program

2)5 t o allo Cw f_`orr ar- 4n t th e r Dt i r e ne nt ace he amendment i
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1 Offer would raise the retirement age cone montlh every-'- year.,

2 startip:; in cm'landar year 19&4, for the n-ext --6 years, and it

3 would b_-ring t-he reaular retirement ace up to EPg, End the

4 ?acly r=etiJzm~nt' Llo u to 65:.

5 This amendment was needed as one of the measur-s to

6 assure the long-t=erm solvency ofE the Social S-ecurity trust

7 ffun d. It woul-I increase the retirement age gradually over a

8 period of 36 years, and give today's workers adequate time to

9 adjust to the plan fcr their own retirement.

10 Thcreasjn7 the retirement age is well justified because

11 of the longevitY 'of Pmericans. When the Social 'Security

12 system was in-ritiated, the average life expectanc_., at the tinme

13 of birth was 5C years. T1hose setting up a Social Security

14 t r u st fund set th-e~ Social Security retirement age at 65 .

1 5 Today, the averag= life expectancy at the time of birth is 72

16 years, yet the Soci al Security retirement age still remains

17 at 65.

18 T think we we should bring this matter up to date not

19 only to3 help encsu-re th;e long-term solvency Cf the trust -fund,

20 but so that the present ine-a-uities in the pro-gram can also be

21 corrected.

22 I know there are many who are opposed to increasing the

23 retirement ace, and for a vari~ty of reasons. SocTe of those,

24 rao~ think,, -are correct. That would beP n~eocle's bad

25 health, a capitU chan-ae all of a sudden to change it too
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1 suddenly, and that is why T am suqqesti~ng that the first

2 qu~stion is, wa rm goino to raize it one month every Year

3 for 36 years.

4 wt Til m.e 7ic ma jc r 7e r i -u s c ha n ge on t be glan nim o f

5any -mri--a-n 4h: ould be affacted by it. Tt -cl virtually

6 remove $1 trillicn or so from the lonc-term, unfunded

7 liability of the Social Security system", remove the necessity

8 for- continued u.-avroil taxes in the future. I think it- is

9 really seif-exr~lanatory.

10 'twith respect- to the health auest io-, T would jiust like to

11 Mention that T think we all know thiat people are living

12 lon ger. They are working longer. Krza-in~- them involved in

13 their life's work helps them maintain a better physical and

14 mental Health, an. that of the country.

15 Also, it wcu.4I mean that- there would be a hicher

16 percentage off the zopulation working and producing as opposed

17 to what we hi3v,? zone now, where: we havp too few workers and

18 not enough zroducers, and that is one of the reascns we are

19 being breaten Jn many of t~he trade markets arcund the:: world,

20 becau!7e we simnlv,,, ar not -*4orkina and producinq e=nouqh as a

21 nation.

22 I wo'fli lile~ to have? a vote on this. I may not do much

23 bet ter th-an SZenator Eradley did on 'his last amendment, but T

24 fsel it is ;:z .,::ily worthv amen~dment. it would take care ofC

25 tf-~n-~r r:~ think we hiave fra-i'1d -o ad'resan
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1 the Commi-ssion failed to address atsecuatelv. This would just

2 start a very rdI thing, raise the retirement ace one

3month every. yer r the next 36 years.

4 Fenator 75Jt: .elI Yr. Chairman, can asa

5 The Senator referrea; to the evidence sn, l-n-evity, an-; that

6 is clearly establi~shed, but he alSo- said that people a-re

7 living and workin;, lcnaer. Iz there any evidence of which

8 the Ser~ator is aware to sunpcrt the conclusion that people

9 Iar able t:) work lonjar just bec-ause they live lnnaer?

10 Senator Symms; I have read many articles where, this is

11 the case. I ran szav T have seen many instances of this in

12 personal experience. I have seen ;eople in my personal

13 conversations withL people in my state and -other Places. They

14 indicate t:o me that. they are still able to- be very productive

15 at age- 65, but due to the system, they are forced intc what

16 they consifqr to ~p an early retirament situ=tion.

17 think we all have examples of this. Certainly , the

18 ricors of the u:nited States Senate, although there is no

19 hL-a vy liftina involved in the Job, I must admit -

20 Senator Thoynihanz No, we have to carry these.

21 Senator Sy-mmns; Ca rryina all of these papers around, as

22 my goo! friandf F~rzm New York points cut, is sometimes heavy

23 lif tinc. Eut T think it makes common sense.

24 i woul:~ also cay, when you talk to young people, most

25 youna pep h ave no confif encez. W1hen I say y oun~-, I mean 30
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1 years old and ycuncer. 'h~ey have no confidence there will be

2any SocialS'z' ,rriJtY system mere when they get. tc that' age.

3 i-olitic-ally, people say, oh, that is a terribl!e hard

4 th-j nq to: vote? t-or, but f -ind the oppo sit-e, and have taken

5 this qu-e-stion to szenior cft-izen center's a!nd 'ifferant -laces.
6 ~The&re are still built intc the system protections for

7 peo-ple who would ,have a_ disability and, not be able to work.

8 That wculf not bDe remroved. :!ut the people who Chose toC

9 retire early would be 61, at the end of 336 yeaqrs, ani' those

10 who we-t 4t-o reo-ular retirement would be; FF. * 7 i the

11 actuari.al charts Poi nt us in the direction that this -is the

1 2 case.

13 ~think 'the answer to that auestion is, yes, there is

14 evidence that people can work longer if they live lcncer.

15 SenAtoc YitchEll1: Th? Senator has advanced a verv

16 serious propos-al, and i have atternoted to stud-y that issue a

17 gre-at 'Le;;l.

18 Senator Symms; i would~ hope all the Senators would vote

19 for i:t . f we lid t-his, we wdould solve this Problem for

20 futu re Sen a tes , h ou ses , an d Con gr ess es toC r deal wiJth.

21 'Senator 'itchellz The problem is, while it is

22 undoubltedly true, we have all run across examples ofr

23 _Jn.dJ_"iduals who can work much beyond, the ordinary -average

24 po--rsolr, we havc- a-lso all =-ncounterei axamoples of zeople -who

25 cncsec lythose who are engaged in he=avy physical
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1 1abo r .

2 r'lt ho u jh t h Unjte-i Ste s iLs o w i n t he 4 idiI.? o f a

3 mac"cr soc-ial- transformation from an ineustrial to =a service

4 society, t~lere are? still m 1l i ons and ilcnso-f Am-ericans

5 engraged in heavy physical labor. T ht.ve not encountered any

6 substantial medi4cal- evidence or srudies to that effect , oth er

7 than the in-diviiual! anacdotal evidencp you suggest 'that~

8 supports the theory that people can work in heavvy physical

9 labor just because they live longer.

10 Wh~.t may be occurring is a,, extended period of frailtyv

ii for a larae secment of our society.

12 ..r. M'Yers, was there any evidence on this subjiect,

13 testimony on this sub-ject be-Fcre the N~ational Ccmnrission?

14 M~r. !yersz 'senator M~itchell, we did have testimony on

15 this, and it was really in conclusive. Some peotl-E? believe

16 that there was evidence of that, and othlers say th--ere was

17 not. 'Th e Jaiffi-culty 1-, it is easy to measure mortality, but

ia h a rd to measure whether recple can continue to work, and a

19 lot cf the stuiiJec- that have been mrad'4- on this have been by

20 askingc eople's opinions. Are you ahble to work longer or

21 n ot ? And wh-t peo-ple might, say may or may not be the case.

22 It is very hard to measure.

23 e n at or ki4 ~ch e 1 I Are you awa-rer of' any studies that were

24 sounr4., broadly bas~c medical orscirentific studies bearing~ on

25 this partiLcular -su'l-c-, t-hat -is, -th =ilit-v of peoble to

ALDERSON REPORTING COMPANY. INC,

-:00 Vin-GINIA AVE.. S.W.. -ASIHjNGTON. -DC. 20024 (202) 554-2345



2 18

1 work lonuer_ 'barause they live longer?

2 1!r -v:_S;. T c nct think there is. Frankly, T do not

3 t hi nk th'e 7si a ny g. ood sci entiJ.fic s tu d on s ither side Cf

4 t his issue. Sc -1-ch is based. upon thE incdi i d u aI' s

5 perceotizn of` .,hether they can or Cannot work.

6 Fzenat-_r SYMMS: Senator, i might say that one thin7 th~at

7 has hapnenead is, the number 55 that camne out in the first

8 place __ T think --enator !oynihan eniihten=4 me on that

9 earlier, and .I may have to ask him to correct me, but did not

10 the nurmbe:- 6.5, dij you not make mpntio3n that iLt :=,r.e from

12 S en a t-or ~To yn .h a n . ismarck was 70. It was assumed that

13 everyone would be d~ead by then, I think.

14 Senat-or !7ymm'sz S they set it at 6F in Germany, and that

is5 is hcw we :rot- 55n thep first ;1arce.

16 Now, I wcul'~ Just Zay to my colleagues that we dc have a

17 d i s ab~ Ti i ty syste~m f'or those people who would be incapacitated

18 andf unabiE 1-- continue to work. Sconlr~ly, as we wa tch

19 tech-nol ogy rmake a change in our society ard in our wo~rld, 70

20 percent o: thne American econiomy is berominir more hichly

21 technology, and a service-oriented society.

22 So ,I I ~o t7h ink that if you make a very gradual charge

23 like th.-is, it: -s ot a radical amendiment in any sense. It- is

24 a ser Jus aenJ en t, bbut it add resses the icng-term problem

25 oth e '. m e : ici securi ty svst_=r7 for Old a37z? citizens, and it
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1 does it in a ve--ry gradual way. So, it would only change

2 someons 's Ilif;e plan by one mon th , two mon~ths, Six :onth~s,

3 whatever, as a Period of yzars goes on, so that peacoe could

4 men t all.y 'i-=ve time to a daptto the F a ct that t1.ey =- rc go in g

5 to continua to oc a little longer.

6 just think it is a good way to co. I o n-Qt believe

7 this is a difficult vote rolitically, and T know that Social

8 Secur-it'; is a sensitive issue politically, but~ I- dJo not

9 believ;-- this is a di-fticult vote to make, because: ~;t is a

10 griiua- =hange .

11 Senator Mtcel y questions we~re rot dirm-c-ed qt

12 that. i think we all want to try to lo what is r- znht . I

13 wish the? Se!nator or Someone was able to present some evidence

14 to support the conclusion that because people live longer,

15 they can work longrnr, really, no ina-lter how,., and IL. have asked

16 a creat many people the same auestion. AO, one has ever come

1 7 up with any substantial evidence to that ef fect-, an~d that is

18 whit really trcutl-s me.

19 T agree with you. This- is a difficult pr oblem, and you

20 a r e t r yin t.o a! d r =eszs i t z or i ,u sly .

21 Senator 'ovynihan; I wonder if the Senator frcm Maine

22 would let -e o!~sarve ttat- on ~th2 question of work. effort, the

23 work -force particiza-tion rate in th-e 7nited Ftates today is

24 the h i7h 9St in i''ts re-CO rde-d hi4S-cry .Y'¶cre Americans are in

25 thm work -f:rc-e as E! oerce-ntac-e of the ?opulaticn tna-n ever
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1 befJ2or e.

2 ?'ut what Dr. 4yers sa-d is, the testimony we hear' that

3 in the periatologiral community, th-ere is jus t no-, yet any

4 real Judz~mentl about 4ha i-s the case, u h pcssi.bility

5 thit what you sailj is so is strongly felt by somne miembers.

6 It is a eitiat dbate,. not settled, and I dc nct th-ink we

7 can act as if we have kncwledge.

8 Sen ator '4i tc h -a1 What is the Senator's posiiti-on?

9 Senator ~4oynihanz T 7oulj not agree to that. It seems

10 to me -it would,. b.e wronc to accept a very stringently advanced

1 1 age, of retirement until we learn more abcut, Whet!-er people

12 Are Just having more extended age of frailty, ;as You said,

13 than an extended work period.

14 Senator Sy~-.rsis I would say to my colleajues, I hear the

15 concern, and I alorerciate the concern. :-here is one way we

16 can look at this-. If this amendment and the amendment that T

17 will offer next, which dreals with the short-tern problem,

18 which is the -ostk o-f living adIJustnments, I would say if those

19 two amendments were passed by the Concress, signed~ into law

20 by thp Pr:E:sident, that you would see a marsive resurgence of

21 tha long-tarm c-apit=al .. arvk.Fts of this country anda

22 re-s'tra tion of real long-tprm non-inflationary growth,.

23 becue ='rit wdoul-tJr ccn-Fidence? to the capital markets

24 tha-t the C:Dnq-r=ass h.as solved the proble-m.

25 ifw .ur:as whion -- s~~ect your ccncern about
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1 this, and am sorry T do not have moce substantial eviience

2 to present, othl than Ju st my own sentiments that if life

3 exoectancies ara ;rowinz, people are elha and so forth,

4 Congress csuld- alwa:ys come? back tc this, gay, in 20- years,

5 and -say, it arpears we are raising this age up to a poiant

6 wh.ere maybe we should_ reconsiler what Conzress jidi and -io

7 back the other way, and say maybe '17 and a half i~s far

8 enIOuah . That- wouli he 18 years down -the road.

9 Congress couldi always r-ome back and~ revisit t-his issue,

10 b u tyou wouLd have solved the prsblem that is haunting the

1 1 long-term inves~tor-s in this countr" tD lay, bezcausn it would

12 give a certain, confidence to anybody who wanted to jo out and

13 inves~t in a longo-tarm capital market that we have taken care

14 of a p~rob1_emr sctari--;r - us in the face of this massJ~ve

15 trillion-dollar, whatever It is.

16 ~;e have= hzard" witnessrzs here dur-ina 'tl hearin-os -- T do

17 niot remember the numbters, but it is sofr out in the reach

18 in terms :of- tr-illions of dollars of' unfunded liability in the

19 future, that ;e h=ave solvsd_ that problem, a nd we could .7o

20 back and revisit it, or another Congress could co back and

21 rev -.- itsit- h at"-- ~u asti_--n .

22 _ So,I do nct reall1y think t~hat the Proposition has

23 any thin; but pci ive aspects f-o r t he 'mmer-icar publJ.i c i f i t

24 were acce~cted .-y tl- Congr?s~s. Th-i-- issue was not~_ an

25 orig.-nal of mine. must say that my former collsague in the
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1 House, Jake_ Pic-kle, used to 'talk ahout this when he was

2 chai-rinc the Social '_ecuritY Subcommittee over in the ?uouse,

3 tha t t:", wa Y to solve th'is probl em. was by a gVradual change Of

4on= mcnth =very y==r for 36 year, r`0 years, or 40 years,

5 o r wat ev e r, soc thna t we are gradually making the chance

6 toward4 this, ini then people's psyche and determination could

7 gradually begin. to realize that they are not at a retirement

8 aa e S4 ., that you do not becnme a senior citizen until you

9 a r -- %, so to spea~k.

10 ~ -really th'iL- it has benefits to of-fer the An.eriLcan
11 peo!2e, be::ause it comclements the pro-juctive capability of

12 those people who have had a lifetimne of experience, and often

13 times their exoerience makes up for whatever physical

14 reduct1ions-_ they might have had through the agina proc~ss,

15 because th~ey have a better understanding of how to do the job

16 in an eas~ier fashion, whatever it is that they do.

17 Senator G'rassl-y : We obviously must think that people do

18 have the ca3pability of. workina, beyond 65, or wR would not be

19 so a~nxious for aa-- i4is-cri~minati-ion, -to do away with mandatory

20 _reti-rement, and when we had all of tho~se discussions up,

21 there wa-s never t~he point o-f view sug-,estej. well-, what

22 dil'fe~r=-.ce does it. mak-, because people do not have th~e

23 capahbil1ity of workinq b-eyond that point.

24 :T u enerallv we tend to be verv arbitayi hs

25 thl 4c-s anywav., b-c-ause when -we reduced: frcm 61~ (own to 62 f~or
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1early rtirement, one :-f the mot-iv~s For idoina it --as no

2 that -eczle were noct alle to work to-, F5 fT just has not

3 been the ::=ntcr of t~h2 jiszcussion, an- d not th -i nk iti

4 probabl;- any mo-r =ppr-crt-t o-rnow hait has een in the

5 past.

6 ~~What we need Jo o is look in zermns of whar that

7 individal maybe wants to do. AIe are not precludling early

8 retir-menr=z. we ar-e no:t siving You have to work until 58. He

9 has the OPPortunity to io it, and he shouldnt '

10 di--s c r ;-i ina t ed a gaist for do0i n a i t, t h in, is th e ge ne r a

11l p Ost ur-~?.

12 ~~~enator '!itchell Are ycu suacesting that Senator Symm~s,

13 ProPosal;. will nott alter the .date -For 3arly retirement that is

14 presently at. 612?

15 Senato.r Crassley; it .--Ies raise that., too, does it not?

16 Senator !7ymms: The way had the amendment worded, it

17 does -ra-- is h~ a-T for early retirement. Also, it might be

18 interestin:7 if this is voted down that maybe we should

19 consider wnen -it comes to the -floor to leave the early

20 ret-ir-zm7ent acc., maybe :Nn-iy raise the F~arly retirement age six

21 months every two yea~rs instead of going the full month -- I

22 mean, :ais2 'i+ two week"<s every year on t-he low end of it.

23 B2ut you would then 'have the problem. to face that you had

24 a bigoer :.Tp '~?ween early retirement and the fw,1-th1er out

25 ret ir --re n. :t, t ,i nk, if- y ca do -h at, a zu tuir e C on gr e ss
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1 will have to addrs an. Incentive for people not to opt;. out

2 early.

3 ~ _ut I do 7.ot th,~ink. there is subst-antial, evidence on

4 either side_ SaY oz a-re riot able: to live an.~ work~

5 lonraer becaus,~ cof improved_ healthi in the ccuntr~-1. People are

6 simply able, d~ue t-, modernizatior. tech~ncoioy, the tocis and

7 equ-J.m-,znt that have been ieveloped, o>v=r t'na tim? 7-ariod, to

8 do much heavier work with Mechanical means which they do not

9 actually have to do the physical labor. TheY did 40 years

10 aqo .

1 1 e n a t cr ~rsse y Y i have a pronosal th-at leaveF it- at

12 652 ,but I would hatve a greater penalty at 62.

13 !7nator Mitchelli But that ic not, what we are votina on

14 nlow.

15 Senator ~;rasslEv. There ar-e two di-fferences between ruy

16 Pc3POS31 and h-i. I start mine in 19 a nd ~Yo un for 36

17 year-s to age ~E, and then T would 'Leave it at 6z2 but have

18 mor e of a pen:;-,t ~or r et i ri n aa t 6 2

1 9 T he- Ch ai r -,a r Do you want a roll call?

20 E ena tor Svmms. Yes, DI -ase.

21 ~The C-hair-m-n: Tle clerk will call the rcc!!

22 TheC Cler': :c.kwzod.

23 T ena~tor Pack woodz Y

24 T h C1 r'I: 7 : ;' :t.

25 '&O -Oh; O.0
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1 'he C12rk; Danforth.

2 C7h e Cl'airmn: .

3 T h = C1?rk; Ch af E-a.

4 H;c :so~

5 T'h~ CIL =rk.: F 1 TnZ.

6 S e 'a t or He in z Yo .

7 "~he IC Ie r kzq op .

8 [~resoonse. I

9 'he Cl'erk ; Dur-enberger.

10 ( No rssponse-e.

11 Th e Clerk; Armstrong.

12 senatoc Armistzong: A y .

13 lhe Clerk; Syrn m s.

1 4 Senat--E 9Y7Rvnz': A

1 5 The Clerk: crassley.

16 Senetor C'rasslevl Ay o.

17 The C-rk Lo

18 [No r=eSpons~-

19 The Clerk; Bentsen~.

20 ~ o:s3s.

21 T he Clemr k Mt su n aai.

22 rO response.]

23 T h ;e Clark z Yovn ihar-.

24 Senator :ov~b

25 Trh - C I ?ri ?auCus.
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1 1 (;,o re s po ns e.

2 T h - C i=r-k~ E 6ren.

3 Senatc:- Roren: Jo.

4 Th = CI&r k; r-adley.

6 The Cl =rk: Mitchell.

7 Senator "i tchel 1: No.

8 ~Th'e Clzerkz Pryor.

9 rN ss opo nc-7e .

1 0 L;. Clerk: H r. Chairman..

11 The Chairman; 'IT o

12 Senator Synmms.; !1ir. Chairman, if I can offer :ny last

13 amendment, I w-'! 1 l. out of" your hair.

14 Senator Ch-afee:. Chafe-e votes no.

15 T he Ch1a i r nan : tith Chafee votina no, the nays are nin:e,

16 the ye~es are thre4e.

18 Senator Sy~rms: Thank you, ~'r. Chairman.

19 MvY next1 a77endment i will offer tonight, w'Jch I do intend

20 to continua to znursu e next week on the floor, wculd be an

21 wmnnn hic;h wonid ranke care of the shor+-t-rim problems,

22 Meaning t-he croble-:m between now and 19q0. i would like to

230 ofe an amendamentwhh would freeze C3IOA.'s fr two years

24 exrept holdJ- harm:nSs zhos:e peoopie on 7S,: so that the low

25 -income peop-ie wou±: nct be af-fected byv the -freeze, jut the
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2 An~~I t h E t woC;LAs of July, 1983, anai 198fU, would be

3 dispensed vith, and then in t-he future the lower future CnLA

4 in-r~=-sesz.wuld b~,th iowor of Wag.3 or ~Z47s ein

5 wit"' a PaYfment in Decer-her, 1985, a-rd D'ecembe-r thereafter.

6 Thqre ire? two fS ets of assumptions. If 'we use the 2(b)

7 Propcsal, this will- s!a-ve $106 bill-ion over the= next six

8 yea rs. -IF we us= the? 1umber assumption, the proposal would

9 save $1-25 b-il-lion over that six-year perio~d.

10 Yr. iha-Jan, ove.- th:?- PlaSt two Ysears, the senior

11 citizens who _receive Sociai Security have received a -

12 Percent 4inzreaise in their henefrits, while most of the people

13 who are earnintr wades have either received minimal increases

14 Or, no increase at all, and in many instances have actually

15 taken 7uts in Flages.

16 (Lver the last ten y-ears, wages have ri~sen 125 percent

17 while retirement tenefits have been increased -- -trovided by

18 the public sector have incre-ased over 200 zerc-ent, 205

19 percent. 7 hve seen figures showing it a little higher than

20 that, actuslly. -ut we hlave theen paying out b.-enefits -faster

21 than we have beer, collect-ing taxes, and! I- do nct think we can

22 ask the -daz~e e arners to pay hi;gher taxes when their wages are

23 not ri sing fast enouch to compe:nsate for the loss of inc=ome.

24 ~r. Cha i r-an, increasc ing CGLA 's and usina the, "PT as an

25 in~iex strik~- in 7.y ooinion11 riqjht --t the iczsue of fairness.
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1 A clause in the C-I createcd the issue of 1 irnesss when i t

2comes to &val-~atinrith automatic federal CO7A... roinn

3 the value of e7ntitlcment b.-ne~i ts from inflat~ion is rightly

4 de=-in hv the governmnte~, evcen thouch the governments

5 pri.LM a risit. e :ne ason we have -Inflation.

6 14 O - =V Zr Titis not fair to -- verc~cmpcpns=ate the recipients

7 for in f Ia - io ,n under the inlaIon protection rationale for

8 which :-he L' were d1es-i.nei. Virtually every ex-pert, all

9 the experts are in agreement that the CMP ha.s not been an

10 ac~-urat~e g-aug= of -the inflation in. rec-~nt yea rs, and -it has

11 ovr-st-_ze-2 increases in the cost o-f living -for cecpie who

12 already own their own homes, who act rationally tlo conserve

13 enerc7y when energy princes ris2I, an.1 who nay attention to

14 price swinjs in the superm arket by chcosinc7 what t[-hey '-'uy

15 week to week.

16 '1y amendment Sinply 4ould 1brina the waja 9arner, t1Io-se

17 paying :-or Social1 `7curity at the current t'ime, and the

18 ret-ir-z, those= rec:eiving Ecociall Security benefits, in line

19 with cne~ another.

20 Szenzat!or '.~oren; :qculd-" the? Senator yield -for a cuestion at

21 t h at- po i t?

22 Fena-tor 7nvfl5 m Yes.

23 Senato 0r Bren; ou a r te s ayin use~. either the_ wage _index

24 orze ,whi::hever is lower, as the permanrart amount of

25 thle fo:I' a
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1 Senator Symms: Yer's .

2 Senator :5aren: A.sI undersrtand it, the Packa~e only

3 aPplies that if the raeve_7 fall telow a cert-ai4n level.

4 zen a tzr ;SYnm m ti--nk thlat is wh3t the

5 amendnent nay do. T do not think the package doez~ that. it

6 does it a-Fter 138F. 17 would 3-tart that program~ in December,

7 19 85 .

8 Senator 7Boren: Is it made permanent after 1988, or only

9 i-F the reserves are at a certain level?

10 vs. ;;eaver; If reserves fall below 20 percent.

11 Senator Boren; So, Senator Symms, you are saying you

12 would make it chat under all ronditions, whatever the

13 reserves aire.

14 Sena tor Sy-'ms.; Yes, but the f-irst payment will come in

15 December, 1985. There would be no CCI.P..

16 Senator Po1renz I wonde-r if you would cons-ider dividing

17 your- amendment. T would not support a two-year freeze, but I

18 certainly support your idea of using either - th- lower of

19 the wa-ge index or the CPI as a pernanent way of determining

20 the formula.

21 Senator Symms: i would be happy to do that, unless

22 so-meone else would offe-r that amnendment separately.

23 senator Soren: I know of no one who would o-1_-;r that

24 separately, and T thin ycu have a g7ood proposal.

25 Sponatcc CG-asslq: D)o you nave paybazk prcvisions in your
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1 f ormula ?

2 Senato-r Synnsz No. Ijust think this i½r a fair

3 amendmnent. i can live you a personal exa=mcle of this. In my

4 O~n fa mnJIy , y f=hr- and have tcld the Chai~rman ti

5 nmany times -- and Tite a re receivincT Pearl; 1,15,0 00 a ye2ar

6 from the Social Seocur i ty Administration, and t~heir home is

7 paid for, their house is paid! for, and they are in fortunate

8 circumstances, I suppose, if You compared themr with the

9 average, but they are not what you would call suoer wealthy

10 peo ple.

11 Yet on the contrary, they have grandchildren that are

12 working, having a Jifficult timpe earnin7 as much as they iraw

13 frmten ocia Security; Idinstrathion, ands if youa f oa bc

14a amendmyent it cn oive hou ar ;cinsona So_=cileo Secuit.In

15 today, ifa the" ym raidhin the ;maxidum sineo the C!~airmni o paid

16 imn abotimes,0 and Tithe_ first yearivthey Pet lack !' 1LL,0 a 0,

17 f0rit ltherSal> Sze i peopl Amnistrnatirns ifd theyir~ luckyi

19 pand fothenir hue list to-yar perid, they havei fortunten

20 20-prcestincreaIse.ppowet fYou inmyardistrict over the

21 Linol Doy bhe ontranryel town haegtindchalldoer, tant aost

22 worktiniczepl hio attendedul thmeeato n ein7as muc- a there wre

23 rovm 1,20 Sciai: Steuritg seveisraliof these yo etigs thatc

24 tal-eL toly mit p --l whoe argoin oiin s.Wel keptrian

25 todatoy,.i thst cau in peope ma hou cane duth te day toia thed

16 in abou-t- lU,000,and ALDe frstN RePOrTN cthPAy geINC.F 1,0

17 so it litrar y -nak.e0 VIRINIpAe.SW.WA INT . D.C.on ai e 2002 t1202)554-2c45

18 enough to live long encughi to get onto this system.

19 And th2�n, in the !:ask two-year Period, -they have cotten a

20 20-percent incre-ase. I went out in my district over the

21 Lincola Day anal -bell town meetings all over , and most

22 off the People who ;-Contended the town meetinas -- there were

23 ov��r- 1,200 P-fc-el= _=-'_-r_=-rdJLnc several of these meetings that 1

24 talkec t_- w-re ---?n--;or citizens. We keot an

25 _J n v en t c r -Y s c e o p le w h r, c _=-, r= d u r i n _- t h e d a y t o t h e
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1 me2-tinqs w=ere senio-r r-itiz7ens.

2 T1 a ske t question at ev ery Teeti-n,,. IsiIam

3 P r:~Posin c to o e a n a menfd e nt to d is~p e nse w i th th e CCL TAs

4 an! then .7o in On, a W2e ind4ex versus the z7ost o-f living.

5 How mnany 0=0o-ie -:n this audiep- would lie s-ve-rel-y st-ressed

6 if we :e~m~val 23S7 so w:? hold harmless the lowe-r income

7 People? And to a person, they sa-id, that is what you all in

8 Congress shoult do.

9 ; o not unierstand what 311 --he s-ontrcver~sy is a!b-out-.I

10 know this is viewed by many as a reduction iLn benefiLts, but I

11 think w9 ha13ve to face, reality. In the last two-year pzeriod,

12 the working ppeople= in the country- are not getting pay

13 increases Eat the rate that non-workina retirees are?. it

14 oujght to b? aj4-~r23Sal ripht ncw, a-id it wou l. remove the

15 necessity to have as ;many Payroll tax increases in +hp future

16 that we are Drobabl,-y build4ino into the system,.

17 I think if we did this. it isc -the richt thini too,, and

18 we will be shocked and ple-asantly surprise", I think, at, the

19 polJ~ti::-. remsponsea of the Amieccan people. If the Congress

20 would just add~ress the lona-term problem and solve it, and

21 address thie _shcrt-tterm p!roblem and solve it, then we can

22 start. with some inmaginative p-ropcsals to allow people to

23 start 'buving, owning, ;anA- investina in their own retirement

24 oons

25 Anoth-er thina we would te ab-le to Jc is thce, subjiect I
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1 m entiones; earlier. Ca=pitalis.s will not work Wi'thcut- capital

2 markets. Wp nieal long-taro. capi tal markets. This would

3 restore liong-term capital markets. T f th-i-z pacesd this

4 CO-Imi::ee_ t-ni-, h-, Yr-u would -see a rally1 on the bond ma r ke t

5 t Drn cr rcw . Ju s ' t- hat k i nd -- a i ttle faiJnt h o Pe w ould h elp .

6 A nd~ th. t wou I d ;help us get peo!-1e back to work in te

7 country, an-i T think it would be well.

8 i have said ple nty, !'r. Chairman. 7 would Just like to

9 have a vcte on my amendment.

10 Senator ?=ackW30d : Any further discussion?

11 Senitoc 20ren; Would you be willing to divid4e iLt and

12 vote on the two-year freeze as one and the C7PI and waqe index

13 as a se-,arate vote?

14 Senator Svmms: The first amendment will be j;ust on the

15 two-year J30LA, ani the second amendment will- be the payment.

16 When the payment iid start, it would be the wace index or

17 price index.

18 Tenator Pa:kwooi: The first vote will be on a two-year

19 OCL~A fPreeze--.

20 7he clerk willi call the roll.

21 The Clark; Packwocad.

22 Senator Ecren NTo.

23 Th;- Clerk: ~o th .

24 Sento r Pozh .1'o.

25 e e r >f o h .
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1 [No res~onse.]

2 Th? Clerk : Cha f'e?.

3 Fcnatcr Chafee: No .

4 Th C1rr -r

5 Sen~ator w½inzz A!_.

6 T h ; C i 2r k W.c.

7 PNo response.]

8 The Clerk; Durent-lrger.

9 Senator Durenbiercer: iC.

10 Thp C'lrkz Armtr~nz.

11 fl!o respon-se. I

12 'he Clerkz Sy lr.ms .

13 Senator Symmns; Aye-.

14 The Clerk. -_ra~ssey.

15 Senator Gras-s~Y: Ay

16 The Cl~rk Lona.

17 Senator :Lo--; No0.

18 The Clerk: ?entsen.

19 [No c response.]

20 The(P C 1e r k1- Ylatstznaca.

21 [No response.]

22 The C 1 er k . cv n ihran.

23 S e Pit o ~zvn , i h %n~ :N,0.

24 Thca Clerk; ~ BuCUE.

25 [ N o sp c e-
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1 The Clerk: E -,r ~n .

2 Senator Pore=n: NO.

3 The Clezrk; Fradlev.

4 r f - rE 3 p:n s =-.

5 The Cler=_k: ~i the II

6 F enra t or "I i t c- I No.

7 The Cle:rk: Pryor.

8 Voice. No.

9 The Cl1erk: 'r. Chairma~n.

1 0 The Cha=i_-m-an. 'To .

11 On thiS vote, there ara eleven nays andf twc yeas.

1 2 S7enator Szvmms; yr. Chairman, Just. to make i;t clear, what

13 we are votincT on ne1xt, in. lef'Prence to mTy colleague, we

1 4 divided the question, and since the first amendment was vcted

1 5 idfln, i would 1Lk~t to yield, to Senatc:r ?oren to -pick the date

16 of when his amendment starts, because the way I had my

17 amnendmnent written, the date started in December of 1985. You

18 may~ wish to have it start in Decenhber of 19eP3.

19 Senator 2or=an; T would think that would 1be appropriate,

20 to start on th'~i s b as iS.

21 Senator Symmnsz December,19?

22 Se-zrBrei 1983.

23 Senator- S ym m.s rVe are voting --'or the wage index or priJce

24 inliex, w4lhCJ:hv,-r iLs lower.

25 Snorn hichever is lower.
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1 Senator Symmrns; in December, 1983, and that would -out it

2 in lina with ths Commission s -recommendation.

3 'Senator Ecren: [ No ds aff, 7i r ma t iv eIy . 1

4 Th- Cha=irm-pa: Let mc? cher:k, ifl I ::an. Aran ;n, 7P.v e n o

5 p er so n al p ro bl wi th the :amendment, but T am a .ener of th,-

6 C om mi s sio 1 ,iorke1 out z. comoromise, and T thir,:k thSis

7 would be, as far as T am concerned, -in violatjion of the

8 om Prom isea. is that right, Fr. Myers, or Carol-ine?

9 Mr. Myers; That is correct , Mr. Chairman. T1'h econsensus

1 0 a ar eem en t 3 aii w e ',o0ul1d ei n i t f or J-a nua r, y 9C chpck~s

1 1 and also there was the fund' . It also had a te-st cof how hard

12 the fund was, and it1 -also had a paybac~ .

13 The Chairm~n : And you havs also looked at 'Senator- Long's

14 amendiment, and' that does not viol-ate any?

15 M~r. My:?rs: 'T 0. In my opinion, Senator Lonc'z oro-osal

16 does not violaz~e it any "iore than Yr. Sralley's did, the one

17 that was vo.tzJ on to have a failsafE-3lavic2, boorrowini f-rom

is general revenues. Those are all wi;thin the consensus, whi'ch

19 !nerely said there s~hould be~ a failsafe devicre without saying

20 what k:ind.

21 The Chairmpnz Senator Armstrong?

22 Senator Armstrcna: Mr. Ch.--irman, I just want-Ji to ask

23 Senator 7:oren if hiis amendment iJs conditioned on trust fund

24 balancss. T.n oth-r wnrds, ;ioes this triccpr on and off?

25 7~enator r1:orenz No. I -zreciate the com1i'mEnt, "but
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1 this is still Senptc-r Symrms * amendment. ilot that _ would not

2 w Rnt t '.ocI il-in i t, t sca u1se th ink i t i~s a V erv a 0o-,
3 menrinent. w oulc. -4 pi v sa-y that th-at -woul1d tr-e tewy

4 T h at i s the formua You wouled use in all ci rcurnstansces.

5 i c vta -3 or a L:m i Iar r c v is 1 n o n t he fl1ooC.r ofte

6 S e na te.TI was told' i would receive i lot of crit'ciscm for

7 it. T received a massive avalanche of three lette2rs. T

a answere-d t41-ose three lett;ers, and. received twc back from two

9 Of the three saying they agreed with me.

10 On reflection, I Jid not hear from "he thiri g-rson * I

11 have not met up with him yet. B Ut I havrg polled Senior

12 zitizen groups, an-f nearly every gr ou ~ f e els iJt i s F a _r .

1 3 They do not want to be put in a better position than their

14 childr-:n, and ;,ranichildren who are workina and payina into

15 the system. 'They say, if qe =are pro 0t ?r:t e by the CPI, if it

16 happens to be lower tihan the wage index, that is enouch. if

17 the~ CPI is hiqhar than the wage index, we want to be treated

18 on an. equal footing wfith our children and g;randichild_-rer, and

19 not have it go up -faster than the wace index.

20 on pesnl, in my own mectings with senior

21 citizens, very, v-ery strong suplpo~rt for that propcsition.

22 Senator Armstroncz mr. Chairman, 1 think there i-. great

23 wisdom in what the Senator from Ck~uahoma has said, but ft

24 ap~ear: to mre '-is li"re of reason-ina overlooks one f~actor.

25 Tha is, i f t hiJs I s a: erm anae Pt ch angae i n t he ba si s on w hic h
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1 thE CT IA i s cz cmru t e d, t he re tiLr e e s fl e h j oming 'an

2 Toi nr_ :70u1" vey easily SUP~ort th-is Kind of an. amlendrnpnt

3 Jif it we r p e r-ce ived a s a e a su re -d uring tim es wh te n t he tr ust

4 fu nd -Lalia n 7es w e r be Iow a s a fe~ le ve o f 2 2- i: pr ce nt o r 2 5

5 percent. ~ut i it is i-1n P erpe t u ity , w ha t woul d a PPen i

6 this.

7 Over timne, i the normal pattern of wages outstripping

8 prices was in existence, they woul1d- get the lesser of the

9 two , and if yea r afte Year You gect -the lesser of the two

10 with no ca-c~u-, ?v e nt ually rcetirees woul-4 be a+ a sericus
11 disadvantage, or, at lea;st s-o it- seemstme

12 sense this may not pass anyway, so miy vote crobably

13 would not be decisive, but I could not vote for it unless it

14 were condit-ion-f! on the trust fund balance in -ome way, or -in

15 some way was alle-viat-e- Over. a lone period of- t inme.
16Otherwise, I am aJfraid beneficiaries would seri-ously uffer.

17 Senator uHeinz7: if the Senator would yriel~d, he i s

18 entirely correct, and it is even more serious than. t hat ,

19 ber-ause th:)se would4 be moszt lffec-Fed would be the Oldest

20 peoc-le. It would be Ycur 065-year-o-ld widows who would be

21 tryina to get along with a good deal less in the way of

22 p urch ~~sinc power than someone who is 155 or 6R, anc4 the result

23 would be, at a :tim-? when their exr(.~nsies will be highest, they

24 wd1i have the least purcha-s_-in- power.. So0, T think it is a

25 very badf idea.
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1 'The Chairmn;ai Are you ready to vote, Steven?

2 Senator Symms; ~'r. Chairman, the onlY thing -is., if it

3 ever comes Out. as the ze-a tor -from Pennsylvania- is. taiking

4 bout , T thiin r- tnat- n eans we will b1e in an aslt

5 decre-ssion, 3%nd if that is the case, we are g'ToJnc have

6 more Problzems with the Social !Eecurity trust,! tuna we can

7 dream of right now, because what ' an trying to dc is address

8 th? proble-n in a t-wo -foli manner.

9 Number &ne is, and the Senator knows this better than 1,

10 the problem. th t faces Ame-rica tcda:y is., we have des~tr yed

1 1 t h elcnc-term capital markets. 'hat is what is lJra:_Tinq this

12 recovery. And if we would do this, we could come back and

13 adiress it. in two or three years, but you will send a sigrnal

14 out o-f here th=-- will be like a bullet qoinq to the target at

15 the 11ational Fifle Associaticn- marksmanship contest, th~at will

16 be posi';tive? to th? markats, an~ get pe~ople back, to work, and

17 then, you know, maybe we could tiLe this to the trust fund.

18 A n then, if the _ t rru st Lun. ri s in good balance, you could

1 9 let themr av e t h- h i gh er _,ins t rea d of t h ie lowe r .But I am

20sai, if we dfo some of these -thiras riaht ~rirqht now, make a

21 h a rd Poo1i ical vote or two if necessary, but i find Senator

22 Pcren,'s resptorse 'nas been equal with 7!iJn.e .I have bee-sn
23 talkin~ abo)ut this -all over, 7ny state fo w ers, aral

24 g e t~ tpr a ts e rm s-n i o r ci1:tiJ-7e n s . ev say t-hat is what I

25 o ua 7t
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1 Yet whe~n I :omp town :o Washuin~iton , this sever. square

2 m-iil es i s not iJn tu ne -with the re ali t y of th e re-st o f t-he

3 UniJt e d F e Peo p1 k knc w wh at i s w ron g wJith t hi. s We are

4 tryina to tax YcUna workers wlho cannct affor-rd it, a ne we are

5 sp-e~ndi'rg money at the tune of-; $15,000 to $12,000 a ,4nute
6 faster than it is ccm-ing in,, and peoples say, whv j.o you let

7 that keep go-ing?

8 If you are ri7ht, Senator Heinz, we can fix it in two

9 years.

10 cSenator 7Boren; Let mT.e a sk S enaor S ym mis t his qu e st i on ,

11 in light of what Senator Armstrong Said, and the 3ther

12 questions that have I-s raised. Let us su-t ose we use the

13 32 percent payback f~igure. T am a little concernrrd about

14 this kicking in only a=t 20 ;ercent, because in a sense -it is

15 ki:7king in after there iJs al!reaiy a problem. Let us suppcse

16 we made it 25 perrent as a threshold, with -a pay~back at 32

17 percent, and made it start i n D1ecember ofl 19831 instead ofL

18 waitin-7.

19 Th-at might be a -f-aiJr way, Senator Symms. if we could

20 modif'y it, we coull -set the threshold at 25 percent on the

21 reserve, t-he payback at 32 Percent, and start it in 1923,

22 Decembe--r Of 1983.

23 Tenator Svmm7: It- is so -nodifiad.

24 -_e Chai--an. 'he clerk will call the roll.

245 T r- Clerk: acwo.
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1 (No response.J

2 Ths Cie-rk; ?o:h.-

4 T he Clza k: Dan for t h.

5 'h e C h a r n:N

6 T~~he Cler: Ch a ee .

7 Senator Cha=-ee; N1 O .

8 The Cler~k: Hieinz.

9 S e na t- c -i- z : No .

10 The Clark; W=11oz.

1 1 The Chairman: NTo.

12 Th e C! ? r k Du renbe rger .

13 Sen~ator Durent-rageri No.

14 The_ C"?rk. Armstrona.

15 Senat-or Arrmstrcnit A

16 Tmhe Clerk: S T7nm S.

17 Senator Symrms% AYe.

18 T h. C 1 -rk: f (rasslev.

19 Senarit or r a ssiy~ Aye.

20 The Clerk: -Lona.

21 Senator Ton-: No.

22 The Cle-rk:. aren.se n

24 _.p Clark: :'-t-sunaga.

25 (No :on s.
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1 The Clark: voynihan.

2 'Senator 1oynihan ' N.

3 Clerk: naucus.

4 r'; r -a on s el

5 The r' ; * z re n

6 7-enator Borenz Aye.

7 The Clerk: Pradley.

8 [No resconr,7e.]

9 Th? Clerk. Mit.-h=_11

10 Senator :Zitchell; Aye.

11 The Clark'; Lry0 :.

12 Senator Pryor; ;O .

13 The Clerk: M!r. Chairman.

14 T he C ha i rmna n: 0.

15 On this vote, the nays are nine, the y=eas a-re five. 7he

16 amendment i~s not agreed to.

1 7 Senator- C-rassleyz Mr. Chairman.

18 Senator Lona; ~r. Chairman.

19 The Chairman: T recognize Mr. Long, an! then "r.

20 G rassl1e~y.

21 Senator- Crassley: Let- me ask the staff to exzlain this.

22 It has tc do with a person who has worked -'or- a lc'nc time

23 unler Sociil 'Securit;- and h-as more :hna th;~ minimum amount of

24 cover age u n der t his dc uble d-irping proviszon.

25 "r.Stern.: Th e z~resen t la w f o r-mul a i s skewe to pa y a
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1 hiaher level of replacement rate for persons with low average

2 earninos than those. with high. The way it does that i-s, the

3 first U-253 of averace mnonthly earnings, the replac'?,ent is go

4 percent. And th-en i-: is 322 percent for a lare range =_:ove

5 t h a;t .

6 'This hnas t he e-ffect that if a person haa lower than

7 aver~aa eacningc~z bec-ause t-hey workad 3 substar'ial amount of

8 time in government employment, let us say, that- was not

9covered, they get. the advantage of this7 sxewinc. The ',-ouse

10 bill and S-i have a pro-vision that would tak~e away, the

11 advantage of the ske-wing by saying, instead cf gett ing 90

12 percent, vou Jet a lower oercantaqp than that for the first

13 part- of your earnings.

14 Th1is is designed to get at the case of a Ler7son who has a

15 short, periJod of time of earnin-gs under ESocial Tecurity and a

16 long periocd of time in some other retire-ment system, -and sc

17 tLhay get a qove:_rnment Pension. However, you Can have the

18 case where a o)-rson re-allvy has worked for a sutstantial

19 amnount of :ime in privata covered employment, and t-hey are

20 still affectzed adversel1y by thi-=.

21 Cc, t-his mcdlificat-ion being sucraested would say that if

22 you have workacd for at- least 30 years under covered

23 emoloyment-, you will not b affected b-y this wind-all

24 reduction provision at- all, and if you have worked for 29

25 years, you will mn_ afEaCt-el somewhat, and 2F, and so en. Vy
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1 the t-i-Me you sat down to '24 yea~rs of covered- Employment, you

2 would have no ~dvantage~ compared with the prrvision in

3 gen erail. ?his will aflfect aui~te a small number, oF people,

4and th,-e cost is 'nelg~iq'ble, bout i~t wil. c rotct4 the c se o

5 Person who has really s-pent most.. of his work:ino' lifetirpe

6 under covered- aemoloyment.

7 The Chairmanz AST understand, this has been aone over

8 by 2fr. :"yers, C-arol-ine, an-- others, and we do not see- any

9 problem with the amendment.

10 "s evr ha=t is correct.

11 V '* ysrs4 i think it is an excellent refinemrent of what

12 is in the markup here.

13 The Chairman. Does anyone else have comments?

14 (No respOnSe.1

15 "-h Chaimn~ Without objection, it will be agreed to.

16 Senatr Lonc:"ay I ofrfer this amendment, which T think

17 will be somewh-at significant? T do not believe it breaks

18 Your aar,;eenent at ill.

19 I woul4: ask :~r. ?~Yers, is it not correct that this does

20 -not violat:? your ainresement? Tn -fart, T think it helps solve

21 a problem whizh was lf unsolved, and hope this will- be

22 the answer, to it.

23 Here is thre PCoposal. 7n ord~er to assure that the Social

24 Securi41ty trust fund's shortfall would- never make it necessary

25 to stop or drelay 'icnthly benefit cnecks, the bill before 4-he
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5 Person who has really _-�pent most.. of his worl:�ino lifetime

6 under ccvere,-; a-m-pioyment.

7 The Chairmarz As T understand, this has been aone over

8 by 2fr. "yers, C-arol-ine, an--' others, and we dc not see any

9 problem wit h the amendment.

10 rh-=t is corr-r-ct.

11 Yr-. Vy:�rSZ i think it is an excellent refinement of what

12 is in the markup here.

13 The Chairman. Does anyone else have comments?

14 (No respOnSe.1

15 "-he Chain Without objections it will be aQreed to.

16 Senat-or Lonz: "ay 74 -- lLfer this amendment, which T think

17 will be somewh-at significant? T 40 not believe it breaks

18 your aar,,;�etient at a 1 .1. .

19 I woul4- ask '�r. ?�yers, is it not cc=�?ct- that this does

20 -not violat:? your inres-ment? Tn -F-::t, T think it helps solve

21 a Problem w�i=h was laft unsolved, an� 7 hope this will be

22 the answer, to it.

23 Here is tire PCODOSal. In or,�er to assure that the Social

24 Secur.41-ty trust fund's shortfall wculd - ever make it necessary

25 to stop c:: relay licnthly tpnefit cnecks, the bill before the
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1 Co~mitt=ee should~ be modifled to add a true czntingency Plan.

2 Such a ollarn would never Ccme into play i the current

3 leoislation. izuccess-Ful in r~stOrin"! theolvencv of. the

4 Pror~ar.aM

5 Fowevpr, -if' e-canconic conditions disap:;cint our

6 expectaitions, the plan would allow the department to carry

7 Out its responsibilities in a way which doe-s not threaten the

8 Continued paymnnt of bene-fit- =hecks.

9 Under the proposal that the Secretary find-s that the fund

10 rE~serves are beginning to decline-, he would be reau-ir d to

11 scale bc the next *benefit increase. 'e would- Pav as much

12 increase as could be paid without caus-inga the reserve tc

13 i e 7lI e 77-_ n scaling back bpnefit increases under this

14 Proposal, the Secretary would first red--uce benefits fcr

is people gettira more than f250 pver month.

16 Fe'--re implementing this provision, the Secretary wculd

17 be required to notify the Ccnaress by July 1, of the benefit

18 increase which woul-d have to bZe reducred. He Qcu-l' notify us

19 on July 1 thL-at it would ;be necessary to reduce a bene-fit

20 in r r as e.This will allow.Conizress six Months to act- on

21 legisi1ation to provide nec ssary additional funds to pay the

22 full inc-rease, or take whatever action Cong-ress decterm.ines

23 aporae

24 The alterna-tiJve of: that si+~uatior. would be that the

25 aw~atc oui.l: sinop__1 yhavce to delay -- this is existing
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1 law -- delay sending out th- :tcks. As tetwe~en the twoc, it

2 seems to me it iould be better t-hat he would_ sijmclv scale

3 ba:7k thlc Lb-ne-[itinra.

4 S fa t or C h aF e Tha t t e~r C yC a htan bo ut .

5 When yo)u say scal:~ bark the increase, You mean th- CCLA?

6 Senator Lona; The cost of livinc increase',. -- pcefu'lly,

7 acrcrdina to all of thre estim:~tas, this would never be

8 necessary, but if it should become necessary, this would

9 permit him to continue to send out the checks or. time -rather

10 than going i;:nto a- situatio.n wherec we would facae what we have

11 now, the prospect of havirnr to delay mailing out the checks.

12 T1he Chairman: I warit=e to ask L-r. Nyvers.

13 Senator Lona; wish you would.

14 The Chairmani T ha=ve askei M!r. m!yers so the- record would

15 be clear. i have an obliqatio~,n to -fulfill the Ccmmission's

16 recommendations, b5ut ' do not bel-ieve this would violate even

17 the sr-- int. "This was an area we could not agree on. We left

18 it open and said. if someone r7an rome up with a failsafe that

19 has suzpc-rt, it is satisf actory. is that correct-?

20 !'r. Hysrs: -that is correct, Vr. h airm'an. I think this

21 is Clearlv within t-he consensus agreement that said there
22 sholdb fai lsafe P evi~e ofF some sort or another that will

23 work, and th-is device will certainly work. I think there are

24 a f ew -technical thinas abo-_- i t. For one thing, it says if,

25 the. t-rist fund rat~io dedrce-sips, it would r7o intc, ;-fect.TI
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1 think if" you had a trust fund ratio as hich as --

2 Senatoc M~oynihan:~ %ne hundred anid fifty percent.

3 Mr. Myers; Yes.

4 SenalOr !Iovniihanz And you were goinu- -own 140O.
5 'sIr. myersz Yes, that is just what i was qettirg to,

6 Senator. T would suggest it be some sort of triccer, like if

7 the trust fund ratio is 210 percent or 25 percent.

8 Senator Lon;,: As -far as I am concmerned1, the staff' can

9 fill in th~ details of it, or however the C7omnmittee wants to

lo do it , but ba-sicall"y my thought is, whni oe ont a

1 1 certai point, at whatever point you want to fix it-, when it

12 gets down to a certain point, rather than lelay spndina out

13 the check, you simply notify Congress that you will not be

14 able to send out the full cost of living inzrease.

15 Senator Y'oynihan; M¶ay i speak to this, 4r. Chairm~an?

16 The Chiirman: (No)ds affirmatively.]

17 Tenator Moyn-ihanz in terms of the consensus, T -think T

18 would have to record my uncderstanding that there would have

19 been at least five niembers of the Comrisson who would not

20 have beIlen ffor -his, ani I cannot he for it.

21 I do not disaaree that the majority probably would have

22 been for it, but I do think, if I can say to my good f~riend

23 fromn Louisiana, what he means here is, if they are beginnina

24 to decline below the poiint where it woulld not be Possible to

25 mee t cliatiors.-
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1 The Chairman: Riaht.

2 Senator Y-oynihanz And that is down around! 10 percent. A

3 drop from 830 percent to 79 percent will not make any

4 difference to anyo)ne.

5 Senator Lancq: That is a11 rjaht, with 7.?

6 The Chairman. That is how you interpret i4t, is it not,

7 Bob?

8 M!r. Byers; Yes.

9 Senator Moynihan: If this is coing to be enac-ted, as

10 fear it mi~yht be, then I would like to he very specific-.

11 What is the percentage point, *'r. "yers, that y~ou think wculd

12 be appropriate for this, the beginnino, to decline, and

13 therefore not able to pay?

14 :1r. M!yers. I think iLt should not be-- done at the last

15 moment, wher. the fund is just about to go out, because you

16 need a little safet-y. T would say a 20 percent ratio.

17 Senator ',!oynihan: Well, 20_ percent. is the ratio of our

18 stabilizer, so if it has to be done, let it be done in

19 consistent- ratio).

20 Senator Lonins All richt.

21 The Chairman: Are there other tezhnical changes? I am

22 noCt certain hcw the members fLeel abo'ut this.

23 Senatoc 1Heinz:- Mr Chi~1r:rin, I would like to ask a

24 question about it-.

25 Th~- Chairmin: T think he has already spotted some. Are
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1 there other technical areas?

2 "Ir. MIyers: Just one other one. T o-rPsume that when

3 Senator Long talks about a benefit of T250 a month, that you

4 are only goinq to recfuce the C~)LA's abnove that. IOU are

5 referrina to the primary benefit, and not looking at-

6 indivildual benafi47iaries who might be 7etting only fractional

7 benefits.

8 Senator Longa That is right.

9 T1he Chairman: That is right-.

10 Caroline, iid you have somethin7 else?

11 Ms. Weaver; NC,, T think these are things we can work out

12 with ths ;minority staff.

13 The Chairran: I think Senator Heinz has some questions,

14' too.

15 Senator Reinz: If You set this at 20 percent, the t-rust

16 fund, how, under our assumpt-ions, economic assumptions, at

17 whet point will the trust fund reserves be under 20 percent

18 between now and the year 1990? What years will we be under

19 20 percsnt?

20 Mr. :!yers; Senator Heinz, there are two parts to this.

21 The first is, if the trust fund ratios decrease, you might

22 have them under 20 percent, as is shown in the estimates.

23 They are under 20 p.ercent- for a number of years, but they are

24 increasirq.

25 Senator Yeinzz Take it one at a time. BPetweeh now and
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1 the year 1990, what years will we be unde-r 240 percent?

2 11.r. '-,yersz Throuch about, I believe, 19-67 or 1988.

3 Senator Heinz:. So in 1984, 1985, 19e5, 1987, and 1988?

4 Mr. MIyers:- -Well, maybe.

5 !7enator Heinz: !aybe. So there are -five years where we

6 are likely to be uinder 20 percent, avIA if For some reason we

7 do not know, things should, in~stead of getting better, there

8 should be one little dip, there would be a change in benefit

9 =hacks whi~h we would have to exulain.

10 ..r. Myers.- Well, the COL~'s just would not be as large.

11 Senator Heinz; That is right, and people '4oulld write to

12 all of the members of this Committee and ask them why, and we

13 would have to remember that it was Senator Lona's amendment,

14 and T -am not sure any of us have that long a memory. Tt is a

15 Joke.

16 [G-eneral lau~hter.]

17 'Senator Heinz: '11r. Chairmin, T am afraid I cannot

18 support. this amendment. understand the effect and the

19 intent., but I find it will be difficult to explain to

20 people.

21 The Chairman: I think the concern is, '!r. '~yers, that it

22 would be effective right ncw.

23 Senator Lona; take it effective January, 1985. That is

24 the date I was thinking of.

~5 Mr. -'.yers; For the C37A's, it would '-e payable in 1985,
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2 Sn-a t cr ½v n.:na Oh F fi'~

3 n

4 SeC rsrrC t Er woc , tFe n ~cr. sn

5 adot this a~n d then the r s ciu to o ri , t he a re n dnme r. o

6 w ha tevr I: i bes ef e rr ed tc t~h e

7 Senator- 7-oth: I wgould urce it be 4one as asepara-e

8 P r oP S ai, r athe pr t h an a s 0-ar o t general I 7i s I 0n,

9 because o ther-wiLse we would4 nect have ti ne to rcnsidecr i-, in

10 COVS r n7-"en tal f f a ir

1 1 '-enacrrT 'rsrn: tik that -is uni erstocz. *At. least

12 fr:om- hn ale icsin e!Lieve- that is S,,natcr THeinz'

13 s u -. Eston . 'Ut- YOU 2re cz9ayt;r7 th1at if this! -omrnij:ee acts

14 upon his racoosmen-`atio-n, t ha t i t be re-ferred thnfor %Frther

15 dzispcsitiz-n to -hIoersn p C o nmittee

1 6 Fen a Lr r Tt h: Tba 'L L corre:?ct+.

1 7 S .zorHen z: Te ese understand my co llmague's

18 d esi4r-e. :h st Udy ceEdc4c the- Senator want thiz amendment Or

1 9 10?5s =ewn h tu~ ~-

20 ~ na tcr r rt- 7f un4er's- and what- You are say J nor you

21 nropose the creati.L ofarmis osuywhether or riot
22 it S hoCIL re i' ~re=ndent a~eic'y, and the cretionc of the

23 C Coniss,4 :! Jcns'- c ld 0 c to0 Ccv ern me n tal ~ ar s

24 ½-aro -Ieaz:. tc ji!71u-, that,. That may b-e

25 th a,.Id no krnow t :.at in fact the case, ma
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1 
5 v e=m anz .fa r I na iU Si Zt ion ov er a!!cl M .-SSi on S ?

2 S i:natc r ?ct- 'F zIe crEL= tiOn of a n- re- 7anlzaton o

3 ;O rn'n ant v?5.

5 Seao.~ sCaira o he Cositee n~ M a uie

6 n:)WE - na-v n c oz zio to r tisasea' E.,

7 we azCL faVDrabliy uioon it, tc his Conmmitt==.

8 Senator lRoth: T he p ro b a is we do 1not want to del av

9 ::OnS4r atin o =Dria sariy. IT L t a p= rz? Ts it

10 S E a r at ?

1 1 ?~e n atr He i nz: W4e Cans= aa t

12 Fenator ?-:ack~w~d; We can leave~ it cut olf this bill-.

13 FSena3tor- n .rm szro-nc q Exactly.

14 Se-n ato r He n: IT w cuId b e n elp1 lifthe Gcvernsment~

15 A f fair omittJee cruil :ta;ze look a t it soc we nirnht t a k it

16 uP wnenD we C07sJ u-r the Social security bIll on the f loor.

17 Senator- pcot There- woul- -be -o ~ay t hat wo ul A be

18 possib)le. That ould not be o r-acil. s unferstand it,

19 It I S a so-a r a r s2

20 Sena--or Pc od:Jcn.-n, 1f we are zon .pr hs

21 t'-t ot n lo Cu~ay nfins is Connittee

22 cannot.

23 -~na~or ~oninan: It na "uzt become 7ar

24 rci:~n

25 entr ot hn e co 0ulId t ;= hn dle

ALDERSON REPORTHNIG COMPANY. INC.
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-3 1:7

1 hs fif f er e nt I

2 57Enato-r P aCl;V4cd z 7~o vou w a nt t o w ir. raw i t f or t he

3 3 z e r-_?

4 z:e a t o W-iz wit-idrW it.

5 Senator Pa o:Are- there ay thrfurthnr szozUU

6 securlty am'endments~?

7 (No cesponse.1

8 Senator Pa=ckwiod: We will wait pendin-a th~e Clhair to see

9 where he i-1 on u n _m lo oy7.rint.

10 The Chair-an:; The unenmplovment PeOPle zerF co~-ina in.

ii Have we taken care_ of thic?

12 Senato~r Packwood: Y as .

13 S en.atr Yc yn ian _=n.'r. Chairman, co-uld- I tlake this

14 occasion to address the admiration and awe that 'er. M¶yers has

15 been th-rou-gh lrE ho2urs ofthis and __ As fresh, as the mooment

16 he *walk4ed in this 7ornina. :~e thank~ you ve~ry muanh, sir.

17 "r. -yer: :ank, you, Sen.ator.

18 Trhe C harm an: want11 to make that s-ar-e point, as well as

19 all 1of the oth~~r staff memners.

20 Do not leave y~t , Ea. Someonc- may thirnk of' somethin-a

21 between now and-- the time. 2ut. IT do think, unless there is

22 some Otfectlicn, we- w-ill, nive the staff aut-hority in the

23 Medicare area an' -social security -area to make technical

24 chnances an:_- any o--her chianoes that- they may deem, and being

25 brouch- t.o the m=-'-ers inovdso evervcne 4111 n.ot 1e

ALDERSON REPORTING COMPANY. INC.
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3 %

1 SurpriseGc wh e:n theyv see the 1lancuace iater7 on.

2 ~~ike, ~~ you ~atisfie-~~ there a~e no Ctlher areas to be

4 r.'tZf-z jds nezatvey

7 ~T h ~ hairan I know we are ,cinan to work on -he S T

8th in g i7 n a: 7cu -an think of some hetter lancuare

9 bet~wee~n now =nd the tin4 e tedf is p renarec, y-u can Ao it

10 t hat ~a y

11 A l 1 r i4 , h t . 'T t e n x i t e r : h n ' p o ~

12 ~hl he unewmipioyment group is taski their place, 1 I ~ich t

13 suggesz one ae we h~ave hfeen tryinog to address ano, we have

14 not- -vetb come t n agreement was some oea for -~e

1 5 unemolcvi-4 as f:ar a health care is concerne~d. ½i ho0p e t o

16woEr On tha:t cver the? weekend;. Wc- J us:- have -0ot had enough

17 time-.

18 Lt S C::cu-t -hing to put tocether, but we have had

19 iern Lth ' t -. tc-k a n 'N e h av e-n e t wi ith o t er Sena r s

20 hno nai iz a n ±Jn -e reszi t~J hlat. Thae t r y .a to fic:ure out i

21 we can ar:)mP.iiJsh Szornt h.i n in that area that wdoulc b4

22 h el cfl-r tl kee in miiInd the iLta mieght have a

2-3 th1 e'jct ' hve not :jven up onth.

24 ½i r ns t 7C n; 1 oul ot be in t his Srill,

25 zu

ALDERSON REPORTING COMPANY. NC.

*,'' 2PG;NIA AVE.. S.W.. WASH.INGTON. D.C. 200241202) 554-2-4



3 L4 9

1 T Chfirna n: Nc. co0ul het off er =i ~s a n ;a en--r. en t,

2 U~ it wil mot b e -i t hi pa c.ka a e, o.

3 Senl-=t-' E 1 ly?

4 F n:n a t Cr E a~: w cn ider =ed i1: Yo--u w er e p 7o p -s J n to

5 a m - nd t ~s a C:-iteca nzient fir-cm the floor-?

6 The ~~~C~.:1i rran T 'ha t is o s iiiYi w e an fn d

-7 somethirno to ao~-e:o n ani zan -et 11 mpnbers to agree to

8 prDp-csE: it as Committse me-mbers.

9 TVho is thp une=mployment leader-? Cindy? ct n e Y?

1 0 Cin`:y, we all h-av:e these explanatory she-ets-. think vou
ii ha ve ha d a n opport u riJt y toc vis t wi-thI s taff, neari1 all the

12 Senator-s. A-:. we ic; not want to shut anyone off, but T think

13 we have a fair azar-eement on the proposal. vayhe we can run

14 throucTh it quickly and respcn:d to questions.

1 5 ".0½o7n: 7Senatr--, the croposal is: or. your -'o-na sheet-,

16 whic~n Shlould read "E.evised" at the t-cp. qhat we have -done is

17 extended t&-e life of the federal-suPplemental compensation

18 Program o-;cr six more month-s. It is scheduled to exrire at

19 t he e n o f Ma rc-h. utwl o to Se-tamber. 1- have revamped

20 t h t iJ s fo r s t ate eIi -ibiliJt y There iLs rrovid-ed

2 1 a ddi-4tio n al1 weeks for people who exhaust theiJr benef-its before

2 2 th E~n' of zMaoh.

23 le have also or'-ie haceout ben-f i s for peorle who

24 are zeceivina £%7 bene-fits at- the end of Septemher-, but have

25 not cOT-::leted~ their4 ~.l? -r en t Uncer this nr-coosal they

ALDERSON REPORTING COMPANY. INC.

:00'..c~iIAAVE.. SW.V. .VASHqINGTON. D.C.20024 C202) 554-2345



1 get SO prF-renz th2ir :.a n J ng e -Cck afer Serptember 3 0th1,

2 w h n. t Z1 -C5.

3 T h e c s!s r lised Th-re is a diff7=rence `;etween Ithe
4 Dear~:o az siaeanf CB`Z,' Seti.m ate.

5 3a~ziCaii', : n =:and,1- that is a differer e in s 5 in

6 t heir a5ssut iC.

7 The Ctirmar Alo n a wiJth t.hiJs i s t e r- n o t so --!7 w e

8have t-rife to na~ve somce of thf= states w;-o h;-ave told us about

9 th ro1~i hey hav? with. interest. -vnernt- and. thle cap,

10 anj T urnder-st-d it becarnir such a frust-atinq eypc-ience on

1 1 the 'House side thle Way-s and ~a~ o~':e deci'ded not to

12 't ry- to do.I nti:~ at this t 0e.

13 thn we -½ bzve some Sugqestions that may not 0o as

14 'far as tln -_1vEr_-mrs of the states want, t o go, tut at least

15 move an t-hat dierino poidira se li * re those

16 she et s a vailbe

17 sr Plo~Ys T t Ji a f Our -n_ il -ka::3e cf s hort

18 p-aper Stapled.

19 P.C~-a ½,is 'that yours DE Cin y's ? Could you

20 exP min th at ?

21 Mr Dc er~r in y w il xliit

22 C* 1 alowe,- fOr alcngef de-ferra1 ceci od for

23 ine : u e stz:ates' on their lo=-s. When ateres t

24 b e c c 7 ::c te,: tne s ta te t ak e ~c on. tzwcard loin

25 t7a~~ ifriCne t e twen their 'r ncf i c osts an d

ALDERSON REPORTING COMPANY. INC.
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35 ~1

1 thei-r t-1ax costs- they can recez ve a deferral of iLnterest over

2 a ` ~i ve-yVar io

3 =_zy rE r~ruir-E- to make a paviment Of eC ecn t o f t-he

4 intIer est i e t hi s fS c 1 Yr. rhen if they d 'aon!7trate they

5 male sate_ law t rincina theiZ oroo-ram tosovec we

6 will provije thlen 'With; that deferral.

7 T h = Ch'ia irm a n~ think v-ichigan hlad a Special orobl1em

8 that Sen-ator Baucus and I have discussed with you.

9 Senator Faucus: That iLs riah't, yr-. Ch~airman. 'Iichigan

10 people i understa~nd, b~ecause o-f the even more strinr:ent steps

1 1 the.y have 1tak--:n, ar2 Inot e igci-le. And as T understand it,

12 tnhe s tar:f-17h nas wo-'d ou'Ae-! It some arranzement with the v¶ichiqan

13 folks to t-alke care2 of that situation.

14 !r. D- Arme~nt: 'T'hat iLs correct, Se2nator Faucus. In the

15 case where a stat s tal-F-i action li- e th-.e State of

16 Mvichi7rn has =nnran m-eet stan:!a~rd of 510-30-310 that -sort of

17 follows in this ,material - that is, they haver reduced- their

18 bean eit s o r in c r a s e hei taxesty %9 -erccent, 30 percent

19or0 percernt -- th-y vould b ent-itled to bas7ically ~ one

20 percent ca-scount: on -tne 1nter=est that they would pay, so they

21 would nay one Percent less than th otherwi-se aoplicable

22 in'terzrSt-

23 Sento Ba " Urs: That_- -,ou_!i arplv toC the State of

24 ih ic---- , te 7.? Bc lcng _= zhey n--7et the criter-ia you

25 enLnte wod e ~tte to a cni~ perc-~nt d~iscount,
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1 is hat cc--rect?

2 'r. m re nr matz Co rrect.

- ~~~- 1 C,-U 7h kPal~ -IC U.

4 C½~a: (hfe~ r '~'n

5 rea: -ciw~'j -h r-ir -

6 ~~Thz Cha~7. Sn ~n a t - C ha fe ete nt o r n

7 S e na t- C fC Un der BZ hlere, the additicnal FC,

8 b e ne s , -J: 'o u t k e t h, i=~tem 1, state, F w -kE in s st ate

9 w itLh anp a bc e S4= pr c ent, d ce s t hat' mean an u nenoi -vc1--ye di p e---o-n

10 c-ould 'hus be 2`5 weeks i n the st-at 13 wce~ks wit-h ext'-ended,4

11 h ad 1 L w p- k i n a st ate t ha t - t v Pvo , ~e r c -nt, i t em A,

12 ard thn a n a'ddit -ona P S we eks ?

13 "Is. C!=-on: F-enat=r, th-e -on ly peoopl- -.ho o, t= the

14 adaitional I- weeks under F are those w~ho exh-aust their FSC

15 baneflts eoeAocil- 1st.

16 S ea t or Ch a-f ee; But some oeo-lehve

17 C 1* Clon An th ey will receive a large~r chunk of

18 eneits 7Those t~-cp~e will haDve recei ved4 possibliy up to 1

20 D C-De 7r, e nt: You cculd r7et ur- to 62.

21 ~Sena tor) C!hatee: You cculd~ havp un to 53 wpeks?

22 S . OSzo n Ta t is~ co r rict, in t-h e hi i u ne m plC;y e n t

24 S e r. zt 0 Cha f e 'e h=vje never 2jcne th~at b-ero;re.

25 n, = TIn - - sertouslv unemolcved
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1Pe:-,nle.

2 Xr. D;> .!.rmantl e hav~ on up toen ratc7 hfe

3 7 e.:C ~ 3 ~ a s h:P. su oestion?

4 en a '.co Chaew : wa s t a sugc;Est;cn.1 IwaF j;ust

5 ski.

6 B~ut i do 'nave a sur-jes-t-icn in connectliron w states

7 givin-~ unem1p!Dyment benefits to employee-s ofE educational

8 inst-itutions, are Ir woulld like? to kinow -- rezently we cover

9 those who =re =ducators in an educational inst-itut-ion, do you

10 n ot ?

1 1 01. Olsn: Y ?s.

1 2 Senator Chafee; "ILa t we- -are ao;-ina is, we require those

13 states to deny thze benefitls to those who are working during a

14 s chool It er ii a ndc h a v e wore d int theprior tern- and have a

15 ceasconahlP as-surance DI vo-zkinc in ths next academni.c terms,

1 6 the t e a c-er i think we Ought to extend that to the other

1 7em I oyp~s oer-ccm in Secvices in :-onn?7tioc. with ~n

18 educatj -nm-, 'itiutlizn.

19 So we are ain schooal bus dri-ve-rs, ;cr examgie, who

20 are Vocki~n: fo7:r a Sr7hool %-r -in-4 have assurances of being,

21 r e e n -,ICy &d e n;e xt yvE-a r, a nd t ha t i s what th-:e Obr is "he n

22 they r.o! do'wn id:let unerrzlovjment compansa-ion inthe

23 SU~fmer, wr:ich the scholl: vzte! nas tr ay frthem, when

24 that wa-s .-1ver- thc- desizn of tlhi proqram.

25 1½Car~: hre 2 nv o a c z ;oot ht
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3 n a t o hf ee w~ac wOnce.-r-. if t'.at w~as th'ne_

4 concert, 7ct.t:u½._ '--a wcrkt- out 4in -'ur. j=,7uaze.

5 h Carn: ','e are2 Jcwr. to tern memlerz. e hav-e one

6in th'e tao-"- :7ccm who:- must lea =ve inr about- five iuts Si

7 w e c an t a~ care oa r)y a ~e nd me nt s l-iu ri na that tirwe would

8 lik -o r~?ort_ the bill out.

9 Senatcr Boren: Vote.

10 !7 e na t D- :,- Bou z--S ! Vt e.

11 Se~natcr Sorenz Does th'is ha-ve a nro aV iCion on c=aybac~k of:

12 loarns: to: ~t a te!?'Jac- it :-han7=~?

13 T l : Cha i r m F Cindy?

14 t . c Arant:,t a c r ovs si The Prcvision with

15 res-zect to the loan-s to the states is, the chances here --

16 essentially, th~e :-hanic, :7~nator orn isz for a state5 that

17 meets star-.arazs in ter-_s of tizhteninq ur Ithe state law, we

118 Wil Pzrit- th-m to ~e the int,-rest th-at is due ovcer a

1 9 fo0u r- v =ar p e r7-oDi .

20 F en a t cr Ecr ~;n: Ov er a f`cu r- ve a oe ri-o?

21 r . Ae Ar -nt ha t. -i s c o rre ct.

22 Senator 4; Thns z ]uT t h eres no frc ci ve n e 's.

23 Szto:E:n; to fri~ns in this?

2 4 > A:-nt: -_h _ _s ri fcr¶31v~r.e~s. knd as

25 pr~ v~ o 7-C in c -o s e ,c :. er sc ne ac~olit cn ± r ~ i
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1 States su::~, ac ~:tiin

2 Senatcr -Porpn; I Was :7ruriUS if thErs vas forriveness.

3 I ha-v` 70 PrOtimm wi tr that r C pa 41rm

4 Se z Sn :fz~ 'There- is no int,-rest -nIntrsi

5 t h r, n ith ar. Chaira rn

6 Y~r. Ce Anne-nt: Yes. 'o extert that a sz=te Jeferred

7 its loan th~erE would be cornn-ounded interest.

8 Senato-r `:'einz: 7here would he interest on interest? Are

9you sayi'~ we 'di' allow t. e s t t es to s t r:et:7h it cut over

1 0- -

1 1 ~ r De A r-ent z Stretch out th-'eir loans and nc-t 7ay

12 interc-St over four Years, but there 'would be int-rest. due o-n

13 the- deferredi interest, ta is correct-.

14 SenatOr For=n: On the deferrE~d inte-rest.

15 Senator: 'Heinzz Sc you would he cavinje interest on

16 interest.

17 r De A-rment; Tha!t is co-rrect.

18 T h= C h ii rmnan; : We tri--iJ to work- thtout.

19 Senator Br'-adilevy K-i-,*~ of: -like the banks d hnte

20 loan to Erazil en ~ei .n hey renav the L~n~k. You know

21 t h at s uj ct--.

22 Senatac r -eiz- V-

23 h . Chairman., l'et- me Ju st~ say thiF. I do apcreciate the

24 e ,:ffo rz th C J- : hs cSozne-oo z tr t o 1help h io unm lo vm en t

25 s tats n lal, hsieaI: tter than n~ eo at
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1 all. There are some p~arts of it + will 'lave _prcblems with

2 it, but T will Certainly not s-cpose it.

3 r:, n 'Ic d'': fntake an -f f 0 . e met w'ith th e
4 reprcesentativ-s of thfz States 3nd" the Gvernor5-. 'Js know we

5 have not 4.ine In~n n's as said , the -.ous,, fiznall' gave

6 upr tr'Yin= to Jo a.nvtlrin7, and i am not certazin th.

7 Administration su~oorts what we have ione. 1 am -fraid to

8 ask . \'o0, i will c~o ah=ead and ask anyway.

9 Fsn~atcr H-EeiLnz; r Chairman, let us move riclbt along.

1 0 T chairmanz I t ink i t isfir to sa y the

11 Administration has some reservat1-ions, -is thlat richt-?

12 r.Van Fr-ern: Yes.

13 .1r. Mnh:ys

14 The: Chii~rman: TS that- a fai r ctatamentl I o not want

15 th.e re c or i t o 17 e sI e~ r,

1 6 M~r. Yanthc: Sen atorDoe we woulAd prefer ?xistinc law.

17 T he C ha -L a n z ~ioh. 'hank vcu.

18 .s t h erer onv D3bjection to adoctinc this oackac:=

19 [NO rso~

20 'The = C hfi Lr.a -,I i'7 T not, it will be aotd And is -here

21 any objecti-on to~ r=eport-ing t he _h bi l ? '-r-a ps we should have

22 a EEOll rall.

23 Senator E-cren~ i Eefore you hav- a roll call cn -reporting

24 te il Senator ror as-k e m~rie in vo tin h prcoxv t o

25 reL~ort_ tnI'e o±il1 to tate- that, while hje vote.s tc recort Athbe
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b i eresthe ri ri to M a k a fin a! de-I1 Ti wheth~er

tvc te -for c- a a i nst it at a late-r ta~mc. Iwcu-l:' make --h

same Statem e nt on b.-half of My-self as well.

T h e Chir -ain: Ei ht

5'enator ~radiev: Poe7 th;- 'rackac:e include; t-c- amndzient

diCZcusseA_ W4 ir-1 StaffZ E ut the loss of5 une plovm'~t b-Enef; ts

for a da fJury duty or a day Of hOspoital47atzcrn?

T~h C Tiran asked -that toc b e i rncl1u a4el -1n th.1e

oackace.

!s. ?Ion p e h a v ~ic u ad tI-h at a n d i t i.s_ ac Ce a abl

to the Administr-ation as now dra-fted

T7he C ha i rma n Senator .Arm~tronq.

'7enato7 Armstrrna; "'r. Chairman, T wasz oUt of the room

r.or a mnoment. In the ~Csection, I have an amenoAment which T

would _ ik e t o r-aiJS e, a n d ~w ill n o t p r esEs it ti

contrcversial. Pu tSiM71 - esponds to a naciej

cl1a rJf _Jc a tn i-'n t hie Ia w t. al Io w tLh o se stI.a t rs who, w i sh t o d o

s o to ~ean S t e st t heiJr u n e m 1ooy Ine nt- co mpe nstion ten efit

hzome cstatE:s do so. The question has arisen. 7t seems tO

-le that i3 s 0:71 etn t , aI at ouqt to-b E wiLthlin State

Ju r i 4 topriulrl~ tiL whe Co of I-h es e t t e

U C f a r e VPLe vey uhfiaca ae fnv e a

f e sar ot: t thei bnei to th o se wh o 9r the rost

n ee=-dy2 in some -.a, it s,,jouid not- ,e up to us t savy to th-~e
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1 contrary.

2 So M'i 0-Ccosal specif:ica-ally isL to aliow th-e Ftates t

3means test all unemclovment cc oennsa zJicn s,~ft i nclur!in a

4 the u-aic tat nloy~en- =mcensattor. :zrc-ran, ex :2n Jerc

5benefit an.-J, thette.orapr y ~ Jraj sup-lce.enta1

6 co mpen s J-:or Pr c .. Uni thlere= is otbJection o:aI

7 woul'd like to incluale t-hat in the5 packaoe.

8 Senator :r-adley; -:r. Chali an, T woul.d O'-'Ject~. we

9 a r e Co4ic to :do itI ouli! just take a vote_.

1 0 S e naor Cha f-e !r.Chra.

1 1 S en-a to r 'oynihn 1 This is- a :.uoe Prop-s-ition wi*th

12 res;ecr to a 7=spected social insurance sys-tem t1hat has been

13 in -place c%: E0-~y-a

14 Senatc~r Afmstrcng: :'r. Chairman,: see ther2 is

1,5 oh-Jectico.. :t is riot a radic~i' sterp. It carif'ie-s what has

16 beer, the prcic nd- about wtich a cpue sticn has recently

17 a r is e n . Bt it iJs: not rmy l1esire to railse a bic s-sue. Th e

18 fact of the- natte=r is, states have done th-is in the ncast and

19 i a not _teen thoiucht to be controvcers-ial , but now scrneone

20 is thflretzen-: to; withdJra- t-e cetfiaio f thlese

21 Procrq-a-ns.

22 Ž~; est:2ff co)uld expl-ain thais at TJreater lenc7th.

23 1: lon: Y'inn esota is uS aeans test at th-is time

24 a n: udsnd the -r~artment or- T~a-or is looking into

25 Wthe i .ocl~ L h a ~7c z ti --c-J: at-: on issu
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1 Senator Armstroncz '.eil, let me d~O it t~-is way :-r.

2 Chairm~an. As T said -attb outset, thiczi - sc-ething i

3 wan-L to fiaht over at this Pcint, a-nd do nct wa-t to get

4 anyone frozen int- 00t~iti-on theyTih n:tv:ifte a
5achance to look at it41 mor= carefully. ?~r Ty :v ezntr

6 to lcok at it.

7 If we. are ready to :eoort the bill, I wouj d like tc make

8 a ~brief statement to come-1iment the Chairman an all who have

9 taken cart. I t-hink ti is a vastly better t han it was

10 t his mornman, _and in fact T think it is v;ecy Pasyl -- mnaybe I

11 am th~- only one'= who- has this sensation, -but I z-hirnk it is

12 ver~y easy to be 7_ui:e rynical about Con-e~s and_ the

13 willingness of mnembn~rs of th e Se na t e to m a ke d i f fi -c Ult

14 leris i o ns , Pa-1r tio': arlY t ho)s e t ha t a re ,oliticall1 y

15 unpopular.

1 6 B ut i t helieve '--at Yesterday in the THouse an-d today in

1 7 th S e na te FF i n an : cm mit~te that we have ;,omewhat vinliica ted

18 t h f a ith of rreopl, that, occasionally at least, we will rise

19 to tOhe level off :akinz some off those aeci-sions. So 1 am

20 plea-sed; with the day'zz wdork. Twill Vote- to recPcrt the

21 bill.

22 I =expa:t tzo offf½.:r alienfment s on the -floor. There is

23 still mnuch ;:: lss:at needs_ to h e n.a de in m'y opinicn,

24 partic'jl1arlY inr. -_fcing the -enormous burde-n af axation

25 propcun !Ied by ~i bill. -u- we are rmovin: n:7 ih
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1 direction and amn eage~r to get on with it.

2 The Cbarno: I piat- that. Sc we ~;ill not -takn up

3 tha~t am.en"4merz at this tim=. You Withdraw the .amendmn~t?

4 senit3Or AtStrona: ~ut T A o ak Zij friend on the oth-er

5 s~u todl:: at t . it is no0t, so f ar- as a 7 a wa, a bi c

6 con troversi-a IL4eall an i A- n~t want to mna, t:t So 4-If

7 Yo0u c an t ai it w h n we e t toC t he f lcorC, r.Fine, n~rif you

8 c annot

9 jlr. DP- A.rient; There is one technical mna~t,:? T reasury:

10 haz asked jis z:z raise wvith. ree-=ect to t-he ~ 2 Finio of

11 "wage" for FUT~. pur-poses. !t would be ronvenient if we could

12 confcrrm th-at witth the definition we used focr FI-C.- cu rcoses,

13 beginn-ing January ist, 1 9.5. `,4e have talked to -he Ta~bor

14 D e pa r tne n t .

1 5 T ch ai r -a n Is that the way it should te don-??
16 ~ r. De Ar-rEntz That is the wAa-v it shculd te cfone. I

17 requires some l-ouble_ computer- calculations becausp zf slight

18 djeecs

19 T he C h ai rma n I ri t h out- o bjc ti on .

20 Are ttnere any other?

21 rezszon se.]

22 h e C h 2irtnn As I iniaethe sa nJf this. WFe aye

23 t s t a ' zr , i :~nz or. ,t h is a rea t he a uthr-i t y toc :ak e

24 te i hraiIaj r ections 1` Ift ~r are some othe-r correct ions

25 t h t a=r e e t rJ ined -i-t a t mLs t b e !a d, t h e conisult with'r the

ALDERSON REPORTING COMPANY, INC.

.'0O VIRGINIA AVE.. S.W.. WASHINGTON. C.C. 20024 ('202) 534-2345



3651

1 m em be rr- in v olve =-1 s wel -2I s th e~ Cha3i-rm an an:, ranking member

2 OA' the Ccmmittee.

3 'S:na4t-r Ch-afee: in that aendnment T czU hMtei in

4 conlnection witr; school epoes we niav h~ve- to civ e t he

5 stat es anr e ff ac t i ve d a te t o put - t i7 I' ~per a ti on. An i you

6 wo0U ld :i Ve U s r zon la tituIe, was t.linkinq ~cerhars Anril

7 1st , 'S4 something like that. &e will look into it.

8 Th=e chairman. The Clerk Will call the roll on rep-rting

9 the b ill .

10 The clarki Senator -!a--kwood.

11 Th'ie Ch aj r.T.an - Ayve .

12 T h sC 1erk-: k.S ?n at or o th.

13 Senator Roth: Aye.

1 4 The? Cl1erk: Senator Danforth.

1 5 The Chairman. Ay E.

16 The Slerk: Senator Chafee.

17 Senator Chalfeaz tic.

18 The Cilerki Se-nator Heinz.

19 Senator ueinz: i~ye .

20 T h e C-7 er k .Zenator Wallop.

21 Thp Chairmanz Aye .

22 The Clerkz 7Senator Diar-enberger .

23 Sena to:- DurEnberoqer; z v e.

24 Th~e Clek: Sena tor Armstrong.

25 ½ tO AT:oz vo.
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1 The C:lark.- Snatcr Symmns.

2 Senator Ar-stronc: vr. Syn MMS irstructed=,- -e to cast his

3 vote no by proxy.

4 The C1lerk;. ½nt rasslev.

5 Se nato:,r C ra szy~ jAye.

6 The~~ Clerk: Senator Lo-nc.

7 [lo response.]

8 Ths Clark; FSenator 0--ntssn.

9 Sen ator Moy nih ar .Aye. Forgive -me. 'r. tcns vote-s aye

io with reservations.

11 Mr. Bentsen vot~es aye.

12 Thp Clark: Se-natcr vatsunaga.

13 [No response.]

14 The Cl1erk: Senatorc !ovni.1-an.

15 Senator Ncynihanz A.ye .

1 6 The Clark; Senator 3aucus.

1 7 Fena to r 2a uc: us. A ye.

18 Tlhe Clerk; Senaztor Foren.

19 Senat-or Boren. A ye .

20 The Clark: SE'nator Falay.

21 Fenator Rradleyz Aye .

22 The Clerk; Senatcr 'Iitchell.

23 San~ltor itel: Aye .

24 The Clerk; S2 na- t or Pr-y, or.

25 S7enato--r Brn y ypo
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1 T he Clerkz Mr. Chairman.

2 The Chairman: The :thairman vcte=S aye.

3 Dil T Vot~ 'anfo rth 's proxy, an; "allot. s ;~rcxy and

4 Packwcod's?

5 M14.r 7iahthizer: Yes, sir.

6 The Chairman: And3 I should have stated be-fore the vote

7 that under this unemployment package no state will get less

8 than. four weeks. TS that rorract?

9 I~s. 01sonz That is correct, Szenator.

10 Senator Bradilv; Yr. Chairman, ~fr the vote, on

ii behalf of the whole Committee may I thank you, gerator

12 !"oyni~han, Senator Armstrong7, and Senator Heinz for your- work

13 on the Commission. T think it was representative of the

14 quality that is on this Committee.

15 The Chairman; IWe thank you very much, Senatcr Bradley.

16 An-j T Think it was a 3r'eat exo;e:ri~n:-e. It show.,: what

17 happens. The vote i4s 12 tc 1, with Senator "atsunaaa not

18 recorded, and i assune he -ray vote in the affirmative.

1 9 We appreci4ate the staff-'s effort and4 thank the Comnmittee

20 members for Staying. Thank you.

21 [Wheraupon, at 11:15- p.m., the Comm~ittee was adjourned.]
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1 The Clerkz Mr. Chairman.

2 The Chairman: The ::ftairman vot-=S aye.

3 Til T VC-G� 'an o rth 's proxy anz; "allop. 's ;�rcxy and

4 Packwcod's?

5 .14'.r. 7iahthi7er: Yes, Sir.

6 The Chairman: An-3 1 should have stated be-fore thp votE

7 that under this unemployment package no state will get less

8 than four weeRs. TS that rorract?

V9 I.s. 01sonz That is correct, Szenator.

10 Senator Bradiv: Yr. Chairman, the vote, on

11 behalf of the whole Committee may I thank you, gerator

12 !"Joyni.han, Senator Armstron�7, and Senator Heinz for your- wcr

13 on the Commission. T think it was representative of the

14 quality that is on this Committee.

15 The Chairman; We thank you very much, Senatcr Bradley.

16 An-j T Think it was a 3r-mat exo;,:�ri2n:-e. It show.,:; what

17 happens. The vote _4S 12 tc 1, with Senator "atsunaaa not

18 recorded, and i assure he -ray vote in the affirmative.

19 We apprec-4-ate the staff-'s effort an,4 thank the Committe,

20 members for Staying. Thank you.

21 (Wheraupon, at 11:11- p..m., the Committee was adjourned.
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