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MARKUP: SOCIAL SECURITY FINANCING AMENDMENTS
Thursdey, March 10, 1983

United States Senate
Committee on Finance
Washington, D.C.
The Committee met, pursuant to recess, at 10:02 a.m., in
Room SD-215, Dirksen Senate Office Building, the Honorable
Rooert J. Dole (Chairman of the Committee) presiding.
Present: Senators Dole (presiding), Packwood, Roth, Chafee,
Heinz, Durenberger, Armstrong,»Symms, Grassley, Long, Bentsen,

Matsunaga, Moynihan, Baucus, Boren, Bradley, Mitchell, and Pryor.

The Chairman: I assume other members may be here
momentarily. If not, we can complete action fairly quickly. I

was just wondering while we are waiting for cther members, does
dJ 28 3

he material based on discussions yesterday

ct

everybody have
arternoon, all that new material has been distributed to members
of the Committee?

Mr. Lighthizer: VYes, Mr. Chairman. It was distributed

[{}

arly this morning.

The Chairman: In some of the areas where we reached —— were
2pis to work out some zccommodation amendments of certain
Senzters heave been inciuded in what we call the "pacitage"?
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Mr. Lighthizer: Yes, sir

The Chairman: Mr. Myers, just so we have some indication

o

in the record, thers has bteen some discussion of self- emplioyed

and the way they may be treated in the 2vent the legislation

passes, it did in the House yesterday, .tc their treztment under

he revised changes in Socilal Security.

ct

As I understand presently, they pay less and receive equal

benefits. I would just like you to clarify that for the record

oecause we want everyone to understand that we are not trying

to punish anyone, but we are trying to make the system fair and
uitable and trying to preserve it at the same time.

Could you comment on that?

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

Under ovresent rule, the self-employed pay only three
quarters of what the smployer and employee do for the same amount
of éarnings and for the cash benefits part of the program, and
for the hospital insurancs part of the program, they only pay
hal? of what the employer and employee peay.

Now there is rezlly no logic in that. You can't say why
this is so, and in theory, I think from an actuarial stan@point,
the fund should get The same amount of money for each $1,000 of
earnings, whether it comes from an employee or a self-employed

person, butv rrom the very beginning when the self-employed were

ALDERSON REPCRTING COMPANY. INC.
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employer/employee rate would be too heavy a i nan01al burden.

I think it was a2 mistake from the start. It was realliy sort
of a compromise between those who théught the self-employed shoul:
pay the same as the employer/employee combined and others whro
felt this would be too heavy a tax ourden.

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

'_A
.

be said that they should get some relief from part of the taxes,
Just as the employer does, on employer's income tax.

The employees, c¢f course, as you know, pay the Socizal
Security tax out of really after tax income.

The Chairman: All right. There may be other questions on
that when other members arfive. As I recalled our discussions
and Commission deliberations, that was 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 disadvantaged.

Mr. Myers: Yes. I think it can fairly be said this is not
treating the self-employed unfairly odut it is making up fpr what
really was the sort of prejudicial treatment of them from the
start.

The Chairmen: The House passed this, didn't they, Bob,
last night?

Mr. Myers: VYzs, they did.
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The Chairman: Are there any areas that the staff -- that
we can save some time, anything that ought to be made a part of
the record, thzt we can properly do before other members arrive?

matters? I don't know about the other members

>
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we would lIike to conclude this today.

o
<
<l

No other matters in dispute that you are aware?

Mr. Lighthizer: None that can be resolved with one member.
None that are in dispute with you, Mr. Chairman.

The Chairman: Are the Democrats caucusing?

Mr. Lighthizer: They are caucusing. I understand that.

The Chairman: I would just say for those who might have
an interest, it 1s our purpose to finish the markup today or
tonight. Senator Baker is very hopeful that we would file
scmething tomorrow.

Mr. Lighthizer: He would like us to file tomorrow, yes,

The Chairman: The bill would then come up when, next

3

l'uszsday?

Mr. Lighthizer: Tuesday or Wednesday; yes, sir.

The Chairman: Carolyn, I wonder if we might again make
certain we have 2 number of members here now. Could you sort
or 10old up the package that we will be looking at so everybody

ey don't have it. I don't find it myself.
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Ar. Deldrment: I{ has a cover sheet, "Materials for Markup'

o Z (o8

this kind of a seccnd page layout.
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The Chairman: Let me say to the members, 1t is our hope
that we can complete action today or tonight on the markup. We

1 drobably be interrupted a number of times with votes on

by
It
=

the Senate Floor.

Senator Baker would like very much to be in a vosition to
bring this -- call this up next Tuesday, not later than
Wednesday on the Senate Floor, and hopefully dispose of it by
the weekend, next weekend or early the following week sc it can E
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 of

March 26th. |

What we did yesterday was %o 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
interest in.

What is now before us is a package where we believe that
some of those amendments that have been worked out to the
satisfaction of the members involved have been included.

It would be my hopbe that we mightAhave some expression as
to how we wish to proceed. I would like to have some indication
and we certainly zare not going to deny anyone the right to offer ;
amendments, but there is some general agreement on the package

itsell which pretty much parallels the Commission's

!
ALDERSON REPORTING COMPANY. INC. E -
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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 amendments. Senator Grassiey has amendments. Senator

Bradley and Senator Mitchell, and we were trying to work out a

v

N , . - . i
couple of areas that Senator Bentsen was concerned about. We i
P
P
\

think we have resolved one and the ofhers in the process of
oral briefings in tThe process of negotiations.

Senator Bentsen: I might comment on that, Mr. Chairman.
We could get codification of Rule 65208. That would help clear

it up as I understand it. In the meantime, I would like fo see

that as part of the compromise. In tThe meantime, I understand

we are trying to work out the problem of 403(b) with the
universities and hospitals.

Could we get a staff comment on that?

Mr. Belas: Mr. Chairman?

The Chairman: Yes, Mr. Belas.

Belas: We have been trying to work on what kind of a

Mr.
revenue impact that would have if we just merely codified
Revenue Ruling 55208. There is an universe of $1.1 billion
that Section 403(b) inclusion in the FICA base picks up. We
can't compute yet or we have not gotten the numbers, to find

out what portion of that $1.1 billion is lost if we just codify

65208.
The Chzirmzn: That is something you are working on right
now? mean we don't have to address theat this moment. We are

ALDERSON REPORTING COMPANY. INC.
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working on it, Lloyd.and hope to have something here by noon.
Can you have it that quickly? I know Senator Bentsen nmust leave.

Fas

Senator Bentsen: Yes, I have to leave shortly after noon.
to catch a plane.

Senator Durenberger: Mr. Chairman, before you lesave your
list, I will have one amendment unless something can te worked
out. It doesn't look like.it willl be worked out, to eliminate
the provision relative to Section 125 that applies tc certain
kinds of caféteria plans, the one that has the cash option.

I think there is a fair amount of support alrezady on the
Committee for the amendment but we haven't been able to resolve
it at a staff level. You are going to have to 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 defer

ljJ

the Federal employees, than 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 letter this morning from Ted Stevens and

I think it does o7fsr some of the assurances that Federal

ALDERSON REPORTING COMPANY., INC.
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employees deserve and that some of the members were concerned

about.

Do you have a copy there?

Mr. DeArment: Yes.

The Chairman: Why don't you quickly read, not particularly
the cover letter, but the letter addressed to Senator Raker by
Senator Stevens.

Mr. DelArment: The letter reads "The National Commission
on Social Security Reform recommended covering new Federal
employees under the Social Security System. We oppose that
recommendafion. However, coverage of new Federal employees does
noet present insurmoutable problems vis-a-vis the Civil Service

etirement System. It should not affect any current Federal

-

oyee or retiree's expected benefit. It does, though,

]__J

[{]

mp
present three related issues.

1) Without a change in law, Federal employees, hired
arfter December 31, 1983, will be required to pay approximately
14 percent of pay toward Social Security and Ci&il Service
retirement.

2) The Civil Service Retirement Trust Fund could
experience serious financing problems if new Federal

S no longer pzrticipate in the Civil Service Retirement

Fecderal =smployees which will integrate the Federal pension with

ALDERSON REPORTING COMPANY. INC.
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the Social Security System.

Therefore, we plan to offer an amendment to the Social
Security 3ill on the Floor which will permit Federal employees
hired after December 31, 1983, to opt out of the Civil Service
Retirement System. New Federal employees will only be required
to pay the Social Security tax but also may further participate
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. Specifically, the task force will be required to
recommend a new Federal retirement system which can be
integrated with the Social Sepurity System. Federal employees
who joined the Government after December 31, 1983, but prior to
the enactment of the new pension would be grandfathered into the
new program. The recommendations will also be required to
address the nesd 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 retirement program for all federal employees.

We also want to take this opportunity to expréss our views
on other proposals affecting Federal employee benefits. We will
oppose all proposals which have the offect of reducing Civil

Service retirement benefits or increasing employee contributicns

ALDERSCON REPORTING COMPANY, INC.
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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 i
| |
in Federal civilian salaries 1f a pay increase is authorized for i
i
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 operate effectively and efficiently."

That is signed Senator Stevens and Senator Mathias.

Senator Bentsen: 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:
was mailed to both the Chairman and myself.

Let me just make this suggestion. Some of us talked
about, among the Democrats this morning, our view that we ought
to Jjust amend the bill to say the provisions relating to the
coverage of new PFederal employees would become effective either

on January 1, 1984, as provided, or the month following the

into law of legislation providing a

Q.
I
ct
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-y
W
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I
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ct
2
15
o]
t

supplemental retirement plan to replace the existing Civil

Service Retirement System.

ALDEREON REPORTING COMPANY. INC. ;
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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 to have a supplemental plan, that the Administration

|

{

|

i
and the President might take the attitude that the President would
g |

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

ct

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 b»e a very

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

is something tc be worked out promptly and passed promptly.

Y

If that is the case, it wolld 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. Otherwise, it would seem to us
appropriate that the matter should be deferred until we can
tell these pecple what their supplemental benefits are going to
be.

I would hope that might be a compromise we would agree

ir

upon to solve the probliem. T t doesn't solve the problem,

'_‘o

(D
)

nd something se.

‘_h

we will have to f

|-
[OR

I would 1ike to ask the Chairman, does that pose any

w
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I hope Senator Moynihan will be here’ but

The Chairman:

I think yes, I think it would pose a very serious problem. It

Commission's recommend will

«

I listed t@ Speaker O'Neill

s a departure ations. I

|- ta

not gquote the Spezker yesterday.

talk about this very

considerations before the Commission

rence To rederal employees. One was to bring all the

the system. That was rejected rather

quickly. For a while, we were carrying arcund in the so-called

Commission deliberations, bringing in all Federal employees with

4=

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

seemed to us and the Commission generally that maybe that was

a good thing fo do and said, well, that's probably not right
so let's make it three years.
Finally, in an effort to satisfy the concerns of the

the Federal Employees Unions, we decided,

ct

Federal employees and

well, there is no need to take on that burden, let's 1limit this

Lo new hires.

I guess the problem is we got certain things within our

jurisdiction, the supplemental plan is not; that is why we had
asked Senator 3tevens to give us a letter to provide further

vo0 members of this Committee and the Federal employees

that we are going to move quickly.
As Senztor 3tevens indicates, as far as opting out, that
Wwill be zn amendment on the Floor. In addition, they vlan

s

ALDERSON REPORTING COMPANY. INC.
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|—4

)

study the problems and make recommendations regarding

retirement programs.

t, and I would like to hear Senator Moynihan,

’..Io

As I view
I think i7 we start -- maybe the Commission package shouldn't
be sacred out I have checked just quickly with thé White House
who was part of the negotiations and they feel this would be a
breach of that compromise. If we are going to breach i, we
might as well breach it right now and not do it later in the day.

Senator Long: Mr. Chairman, there are about 15 of us on
this Committee who did not serve on the Commission. Now, we
admire those who did serve and we respect those who served and
we certainly are willing to consider the logic of what They said
but in the last analysis, when we go home to explain to our.

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

y)

look, we didn't think this was a good idea but the Commission
recommended it so we had‘to do. that.

People expect us to do what is right no matter who
recommends something that we might not agree with.

We thought that was what we are here for. I think a
majority -- I am looking at one Senator who to my knowledge
served on the Commission and has s difference of opinion with

some of The things in the recommendations and I think he

43}
[N
tn
]

probaciy do what he think »ight under the circumstan

just like I'm sure 211 the rest of us will.

ALDERSON REFORTING COMPANY. INC.

Federal




?

TON, D.C. 20024 (202) 554-2345

v
'

300 7TH STREET, S.W. , REPORTERS BUILDING, WASHINC

10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

14

Now, I fully understand that those who are on the Commission

might want to feel that they agreed and made a compromise and
this 1s what they are going to have to do, but I don't think the
public would understand that, us saying, well, look, we didn't
think this was the right way to do it, but the Commission
recommended that and that's what we had to do.

I think we better try to do what we think. the public would
like to have us do, particularly those who send us %o the Senate.

Senator Armstrong: Would the Senator yield to me?

Senator Long: Yes.

Senator Armstrong: I want to express to the Senator from
Louisiana general 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
Netional Commission, some of which I agreed with and some of

which I did not, but if scmebody has come up with the idea that
this Committee doesn't have the rfull legislative jurisdiction
or that we ougnht to steer clear or adopting some amendment
because it wasn't a part of the Commission package, then it
would appear to me that what we ocught to do is forward without
recommendation the Commission's package to the Floor of the

.....

There 1s no sense in presenting a bunch of amendments

Or zZcing Tthrough a markup if in fact we are going to determine

25 a2 204y CT ¢Oo mearkup.

ALDERSON REPORTING COMPANY. INC.
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Now, I don't happen to agree with the Senator entirely on
the question that is immediately before us, that is, how we
ought to take care of the Federal emnployee.

Certainly on the main point, I do agree. I don't think that§
the House Ways and Means Committee, for example, which is our
counterpart in the House, I don't think they had any such
principle that the Commission package couldn't be subject to

amendment.

They changed the benefits in the unemployment compensation
program in a Ways and Means Committee amendment. That wasn't
the subject orf the Commission's report. They approved a new
system for reimbursing doctors and hospitals. That wasn't in
the Commission's report.

They amended the taxation of benefits by providing higher
thresholds. That was certainly beyond the scope of the
Commission's report.

They provided a new tax credit to offset the fax increases
imposed on the self-employed. The Commission didn't do that.
They provided a new fail safe general revenue borrowing
mechanism which they gave the benign designation "tax-
nérmalization," and I don't know who thought that one up but
they ought to get the Academy Award for nomenclature. That
certainly sure as thunder wasn't ever before the Commission
and approved it and 6n and on.

I don't criticize the Ways and Means Committee for doing

ALDEREON REPORTING COMPANY. INC. i
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is what they are supvosed to do. They are =z

that. That

legislative committee. So is this one. While I don't

necessarily agree about how we ought to handle the Federal

employee issue, as far as I am concerned, I am here to legislate

Senator from Louisiana in his expression.

(0]

and I jein tn

Senator Long: It may be that the suggestion that I am
making on behalf of several of us on this side might not be

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

complaints of a lot bf unhappy people along with the urging
of people who are pleased zbout the recommendations.

I would hope that we could work it out in such a fashion
that when the 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

I would just suggest that there are several

H

The Chairman:

key areas and I know Senator Armstrong has a different view on

some. I Think he has some good ideas but I don't think again

they within the compromise and I think other Senators would

)

eel the same.

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

ies out the intent. The Commission obviously

o
}l
3
I-l

&
=
™
I_l
'_I
1)
)
)
-3
'.J

had no legislative authority. We obviously have an opportunity
wish to change in the Congress, and there

some technical changes made.

ALDERSON REPORTING COMPANY. INC.
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I rezlly believe if you look at the major portions of the
Commission's recommendations, which is coverage of new Federal
employees and non-profit employees, delaying the cost of living
adjustment, which includes the SSI benerfit increase, the COLA
stabilizer, the taxation of Social Security benefits and
interfund borrowing, the long range benefit formula tax rate
changes, I think the primary varts of the Commission
recommendation remained intact after the House debate.

The only major change was one that we knew would be
debated on the House Floor, and that was whether you should
increase taxes in the long term or raise the age. The age
orevailed 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
péckage, which indicates his support without 2z change that --
aven thqugh a change was made.

If that is the will of the Committee, and I don't suggest
we can't change what the Commission wants to do, but if we want
fo 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

to be working on in any event.

<t

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

delay coverage for Federzl emplovees, I don't see any reason

ALDERSON REPCRTING COMPANY. INC.
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to rush through the rest of it.

Senator Mitchell: Mr. Chairman, I wonder if this proposal
in fact rises to the level of major substantive change in the
Commission's package, with which you have initially

. I speak only for myself.

ct

characterized i

I think you znd members of the Commission did an excellent
Job and I support the Commission's package generally.

There have in fact been changes made in it on the House side
There have been changes 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 Service retirees aS a relatively simple matter.
Mr. Greenspan, again in response to your question some weeks
ago,_made an almost identical statement.

Federal employees nave expressed concern over being
required -- that future employees participate in the system,
the dimensions orf which have not been spelled out for them.

It seems to me that the uncertainty which is'the thihg most
people fear the most in any area, is the guestion here. ’

If it is in Fact a relatively simple matter and bne about
which there is some urgency, I don't view this proposal as one
that will delay the Zmplementation of the package. I believe

that 1t's 2 proposal <hat will in fact expedite implementation

| : ALDERSON REPORTING COMPANY. INC.




300 7TI1 STREET, S.W. , REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 554-2345

10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

19

of the package by ensuring that the supplementary plan will be
developed as promptly and in as fair a fashion as everyone has
suggested that it will be done, and which we all want o te done.
I wonder whether the Chairman might not think that this 5
rather than any effort to delay is in fact an effort to expedite
and will in fact not disrupt or pick this package apart, but i
fact is an expression of support and a desire to accommodate
what at leazst on the basis of simpie equity seems to be 2
legitimate concern, uncertainty on the part 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't yet in the Federal service. I don't
know what uncertainty Chey have, but I am certain if they are
not satisfied, they probably won't enter the Federal service.

I have never quite 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 benefits
and aware orf the disadvantages, and they made a choice. ﬁobody
is drafted in the Federal service uniess there is some emergency,
as far as military service.

Senatcr Mitchell: On the other hand, Mr. Chairman, those

persons who in 1ife represent others nave a responsibility

ALDERSON REPORTING COMPANY. INC. !
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to persons who will be their representation 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.
If seems to me those who represent Federal gmployees have
a similar obligation, to ensure that those who will be their
constituents next January are treated in as fair a manner as
possible.
Senator Boren: Mr. Chairman, I think the problem, the

concern that people have, the existing Federal employees have
the concern that if the supplemental system is not set up, if
there does not continue to be new revenues paid into the existing
Civil Service retirement program, if we were simply to cut off
the flow of funds into that system, that it could well imperil
the ultimate payment of benefits to those who are currently
Government employees, if we deprive them of the new stream of
payments in and we have aésured Them all along that that wouldn't
be the case; that there would be this supplemental system, that
there would be sufficient funds coming into the Civil Service
Cirement system.

I look at Sernator Long's proposal as a very moderate
oroposal, and undoubtedly those who would want to orevent
compiefteliy the tringing in of new employees or to orevent it

ror 2z long period of time, this would simply say that if, as

ALDERSCN REPORTING COMPANY. INC.
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Cthe testimony has been, that this can be done very quickly,
as Senator Long said, and that is what we have been told,
that there should be no hold up in this, that at the time that

is enacted into law, this provision would take effect.

Y]

I see it as very much totally within the pirit of the
Commission recommendation because we have gone out and given
the assurance, we will not take this action, we aren't going
to force you into Social Security, we are not going to deprive
the existing fund of the revenues until we are sure there is a
supplemental program.

The Chairman: Again, I am sympathetic with the Federal
employees. I think Ted Stevens' record would certainly indicate
that he. has been sympathetic with Federal employees. He has
indicatéd in a letter to myself and Senator Long, a cover letter
Wwith a copy of a letter he sent to Senator Baker yesterday,
what?hé proposes to do.

If-we can't accept the good faith of those who have the
Jurisdiction, if we want fo start unraveling the package, I
would just as soon do it now. There was some indication that
we couidn't deal with Social Security and we might as well find
off right off the bat. |

If we are going Zo try to take care of our special interest
group 10w, txnere are other special interest groups covered.

Some don't want to pay taxes. Some don't want a COLA delay,

non-profits don't wan:t to be brought into the system. We can

ALDERSON REPORTING COMPANY. INC. |
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between the members of the Commission but I think we ought to

22

continue to nit-pick at the package and probably destroy it in
the process. I don't suggest that is what anybody has in mind

but I do believe this would be contrary to the agreemen:s we made

4

and if it is, I pledge to support the compromise.

This toc be a major departure would give the Federal

employees time to never get into the system. They don't want 5

anybody to come into the-system;
We agreed they prooably ought to be brought into the i
system, aé the House did vesterday, and I would hove that we
wouldn't at the first initial shock, shoot down the packeage.
Senator Heinz: Mr. Chairman, let me try and explain t£to our
colleagues why the acceptance of this proposal by the Committee
would be very orejudicial to the Federal employees who we think

0 help, I assume, by the proposal.

i

we are trying

I happen to agree that it would cause & major fissure

examine the consequences of that.

The Federzl employees understandably fear that there is
going to be less money available for fhe Civil Service Retirement
System if new Federal hires don't pay into it. That's
understandable. It overlooks, if you just focus on that fear,
the real fact that right now, that system costs about 37 vercent

of Taxable payroll. Federal employees put in 7 percent of that

means is tThat the Federal Government ss of today,

=
oy
o
ct
cl
o
)
ct
i
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is committed to putting almost $5.00 in b0 fund those benefits
out of every $6.00 in benefits that are going to be paid out.
That's a fact; very different from what a lot of people think,
different from what .a lot of people say but it happens to be the ;
truth.

Now, therefore, the Federal Government, with respect to
existing Civil Service retirees, is on the hook for a very lérge
amount of money. Our obligations, which I believe are solemn
to those Federal employees, are going to be met if, and enly if,
the PFederal 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 75 years to be self financing,
we will not have to go the general revenue route of dipping into
ﬁhe 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 general revenue interbudget

=y

he first two years here, we actuallv make
3

ct

transfers we have in
the Federal Government betier able to meet its commitments %o
Federal employees of the future, in the future, who will retire

on the Civil Service Retirement 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 Socizl 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 pboth Social Security benefits, absent this package, and
Civil Service retirement benefits, absent this package.

Therefore, if you are going tp start pﬁlling apart a very
delicately crafted compromise, I suggest you carefully examine
the consequences. I hope my good friends who do support bhis
won't insist on supporting it because I think it is extra—~
ordinarily unwise and is going to end up instead of helping the
Federal employees, hurting 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. Chairman.

Join Senator

(]

Senator Moynihan: Mr. Chairman, could
deinz in not just his view but his analysis. It seems to me
of genuine import. ZI7 we can put the Social Security System

on the basis that the House legislation provides, it means a

ALDERSON REPORTING COMPANY. INC.
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1 major source of financial instability in this Government '
2 disappears for two generations.
3 I wonder if my friend and fellow Commissioner would hear
4 me on this point. The actuary, the Office of the Actuary
v 5 at the Social Securi*y Administration, has estimated what will
g 6 De the effect of the bill that was reported out of Ways and Mezns
g 7 which is Substantially the bill passed yesterday, on the sort
g 8 of intermediate period.
g 9 The estimate is between 1982, today, as it were, and
g 10 2021, we would accumulate a surplus of $12.1 trillion. That is
% 11 money in the Socizal Security funds and it won't be available for
; 12 anything but Social Security, but it also means that the
g 13 question of paying Social Security from general revenues does
g 14 not rise, and the general revenues pay the Civil Service
| § 15 Retirement System and are in that measure much more availapl=.
: 16 This means in many respects that the Federal deernment ]
; 17 goes into absent awful economic conditions of fairly solid
=
5 18 budgetary situations for the next 40 years, and that is very
§ 19 important to anybody who depends on that Government for
3 4
- 20 retirement payments.
21 Senator Grassley: Mr. Chairman?
22 The Chairman: Senator Grassley.
23 Senator Grassley: Following on where Senator Heinz lerft
24 { off, T did not know we had 80 percent of the Civil Service
25 : Retirement System paid for from the pcublic tréaéufy and 29
? i
: !
.é ALDERSON REPORTING COMPANY. INC. .‘
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percent from the 7 percent that the employees pay in.
I would imagine most people think that's a 50/50

Z8gume

[

contribution approach, but in the final analysis then,

(1))

that the Commission, and I'm asking you, Mr. Chairman, th
Commission would opresume 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, ves.

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 going to have the last Federal employee who is paying
in the Civil Service retirement, paying in 100 percenf of his
last dollars that he mekes to support his own retirement. It
just wouldn't make sense.

That's what we are up to.

ALDERSON REPORTING COMPANY, INC.
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Senator Roth: Mr. Chairman, as you know, Government Affairs

has jurisdiction over Federal employees. What concerns me here

is if the Long amendment were added, I suspect what would happen :

is that it would become very difficult to make the reforms that
are necessary in the Federal retirement program.

I think we are all dedicated to the concept that we have
to keep our commitments there, and for the same reasons that we
felt we had to do something in Social Security, we have to make
that program solvent and viable.

If you provide that the Federal employees, new Federal
employees, will not be covered, it seems to me what is going to
happen is there is going to be a great effort put on never to
have any legislation adopted.

It is well known that the Federal establishment, the

Federal employees are strongly opposed to covering future

employees.

What I am saying is that if you adopt the Long amendment,
then I think it is going fo be very difficult fo get any kind
of reform in these other programs to make sure that those
retirement checks are going out, and we are going to end up
really untieing everything that was done not only in the future
with respect to the Federal employees but with respecf to the
Social Security.

Mr. Chairman, could I ask you, do you think that if the

Long amendment were adovted that it would be possible to get

ALDERSON REPORTING COMPANY. INC.
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the reform through?

The Chairman: I think it would make it very difficulst.
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 here the
last few months aboﬁt 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 good 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 look 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 taiking 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 what we have
now or start faking it away, again, to dismember what we like
very much, show us what you are going to give us to take its

place. If we show them what it is going to be, they will really

ALDERSON REPORTING COMPANY, INC.
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be against 1t.

If that's the idea, I can understand why they are concerned.
The Chairman: I would just say that I always had doubts

-

about withholding until the former chairman offered it and I

supported him in 1976.

Senator Pryor?

iSenator Pryor: Mr. Chairman, I would like to support and
I do support Senator Long's modification. I think it realily
speaks to really tryidg to achieve equity in a situation. Ail
of us in the political world know the.great fears of Sccial
Security recipiehts and the great fears that Social Security
is going‘to ca&e and whatevef?

It seems to me, in all dﬁe respect to our colleagues who
were on the Commission and fhe Commiésion itself,“it abpears to
me that the Commission perhaps in its findings and in its
recommendations, concenﬁrated on the Social Sécurity System
.to.the extent that the Civil Service System basically was

almost brought in as an after thought.

I say that in all respect, becéuse I truly believe the
fears of the Social Security recipient, and of course, we
Justifiably have to mediate those fears.

Also, Mr. Chairman, I think it is encumbent upon us not
to cause another segment of the pqpulation out there, and that

is the Federal employees, to be waded off into this sea of

_uncertainty, not knowing what is going to happen, and that is
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exactly what Senator Long's amendment does. It impiies and it

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

1.

going to force them into an unfair situation at this time, that

v iiT.

ion in the future

ot

we are not gcing o force them into a situz

o
L

,.Jo

or in the presznt, until we have a solution or until we nd

Fa
v

#
]

some answers to the guestions that they are raising at

voint.

I think it is a2 fair compromise. I hcpve that our collezgues

will consider this as a compromise.
The Chairmzn: What I would like to ic, unless there is
iy

some objection, is to proceed on the basis that we have a drart

-~

vbefore us of the major provisions and is oren to amendment at

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

have to have some document in front of us £o0 offer amendments

vO.
Is there any objsction to that? I think Senator Moynihan
nas been consulted on that. I know Senzior Armstrong has a

number of amendments. I want to be certasin of how many votes

n this issue, vecause I think very

¥
3
o
e}

and where the votss

t

seriously if Senztor Long prevails, that might take care of
the Social Security; problem for a while.
Senator Long: I would hope that we are not going to be

confronted with This, just amendment by zmendment, if you vote
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May I szy sometimes I use that technique m self. More often;
y y 1 I

than not, if the amendment was agreed to, that wasn't the end
of the bill. They say, well, now in view of the Senate's
wisdom, I guess we will have to reconsider our pcsition ard
move accordingly.

I hope we zre not going to be confronted gvery time
somebody offers an amendment and in good faith, and this is
offered in good faith. I personally believe that we ought to
tass just the kind of legislation 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 1s going to be tefore we push them under it, I just think
it's a matter of telling thém, we don't know why you should
oe worried about this or why you should be afraid, we are
planning to give you a zood program to take the place of the one

.

Ou have now, and we oucht to show it to them when we do it.
] =) .

'm sitting down here

]

Senator Armstrong: Mr. Chairman,
trying to figure out how to vote. I don't know if other

members of the Finance Commitiee are aware of this, but in the

=0

general reshuffling of Committee assignments, and foreseeing
that this oroblem would arise, I asked for and was granted a seat

on Senator Roth's Committee, and in Tact, petitionrned for =and
3 b =

1 am devoted to the idesz thsax Tirst, we are going to
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solve it, that we are not going to treat anybody unrairliy, that

we are gzoing to get a system that

1s zoing to work out and that the Federal CGovernment is going

to meet its obligation to the people involved.

We are just not going to let somebody retire anéd have a

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

-

the other hand, from the perspective of those of us who just think

it 1s really unfortunate if we get into a position where we
are not permitted to legislate here, I must say it is very
tempting to me to just vote to it just to break the vackage open

take a look at it and see where we are.

v
3
Q.
ct
3
)
'_J
o)
ct
)

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

amendment doesn't pass, that I would certainly be sympathetic
to something on this subject.
I say agein with all respect to the Chair that :this

as I am concerned, has the

=]

‘—Jo

1)

L]
o

[

nance Committee. a

2L

out the best bill it can put out, without

=)
1

(@]
ct

to ou

<

ibilic

Lo}
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n
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on

]
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iving undue emphasis to recommendations from anywhere eise,

0%

Trem the Commission, the White House, the Ways and Means
Committee or znybody =2l1se.

The Chairman: I appreciate that. I don't ques:tion |

anyooCy's motives or anything 2lse. It just seems to me that

we might 2s well start by voting on the amendment and i it

passes -- let's see, is the Commission expired? I :think we

|
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are out of business. That would then open up the package. I
know there are a lot of other changes that I would like to make
in the package.
I don't think the Commission's efforts are certainly :
e 5 perfect in any sense of the word. I don't suggest they are
3
E 6 binding on this Committee. I suggest if we are going to start
N . . A . . . . . .
§ 7 going outside, and I consider this going outside, by delaying
5
g 8 the effective date of this provision based on something that
N
&)
=) 9 we do not have any control over happening, then to me that is
z .
E 10 a different matter than the fine tuning, whether it is self
Z
5 1 semployed or whether it is U03(b) or whether it is something
<
=
g 12 else that is within our jJurisdiction, and I cannot control the
Z
a
= 13 Jurisdiction of the Government Affairs Committee.
2
% 14 I think Senator Roth has made it clear. Senator Armstrong
&
® 15 has just made it clear and Senator Stevens, whose record in
3
~ 16 support of Federal employees' legislation is unequal in this
@
& 17 | Senate, has written us a letter indicating his concern and what
= !
» 18 | he intends to do on She Floor.
< 19 If we need more assurance than that, I would leave it up
20 to the Committee. I would nope the amendment would be defeated.
21 v We might move ah2zd znd finish our work today in the Senate
22 Finance Committee. We might as well find out. We may finish
i
23 ' it right now.
24 | The Clerik: Xr. Pzackwood?
25 Senator Paciweod: No.
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The Clerk: Mr. Roth?
Senator Roth: No.

The Clerk: #Mr. Danforth?
Senator Danforth: No.

The Clerik: WMr, Charfee?
Senator Chafee: No.

The Clerk: Mr. Heingz?
Senatcr Heinz: No.

Mr. Wallop?
The Chairman: No.

The Clerk: Mr. Durenherger?
(No response.)

The Clerk: Mr. Armstrong?
Senator—Armstrong: No.
The Clerk: Mr. Symms?

(No "respdnse. )

The Clerk: Mr. Grassley?

Senator Gr

)

ssley: No.

The Clerk Mr. Matsunaga?
Seriator lizTsunaga: Ays.
The Clisork Mr. M¥Moyninan?
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Senator Moynihan:
The Clerk:
Senator Baucus:

The Clerik:

(No response.)

No.

Mr. Baucus?
Aye.

Mr. Boren?

The Clerk: Mr. Bradley?
Senagtor Bradley: Aye.
The Clierk: Mr. Mitchell?

Senator Mitchell:

The Clerk:

Aye.

Mr. Pryor?

Senator Pryor: Aye.
The Clerk: Mr. Chairman?
The Chairman: No.

The nays are ten;

Senator Grassley:
I have on aliens be in

other procedurs=?

The Chairmen: As
is that part of the pac

Ms. Weaver: Yes.

we wers

starting out wi

the ayes the amendment

Mr. Symms votes no oy

Mr. Chairman, would the amendment that

order at this point or is there some

I understand it, the aliens amendment ,

Kage we have before us?

It coulid se. It was my understandi
th S.%1, z2nd since this wasn's in S.1

ALDEREON REPORTING COMPANY. INC.
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we would have to add it. We dc not have S.1 before us?

The Chairman: What we have is the refinement of S.1

based on discussions we had yesterday going through the package.

Discuss that provision, Carolyn, to make certain it

]._.l

satisfies Senator Grassliey and Senator Mitce el
Senator Grasslesy: Carolyn, can you tell us what number

and Senator Mitchell.

B

is? Senator Boren and
The Chairman: Right.

Ms. Wesver: Item number 23 vertains to the payment of

The Chairman: I wonder if we might do that first?
Carolyn, could you gzo through and list very quickly the four
or five changes made since yesterday? We discussed the whole
’esterday. One of these changes is the alien

thing in length

matter. That might be better.

[¢]

1
}.h

Let us go throuch the four or ve changes we made in
= [l

ddition to the discussion yesterday and then we can go back

03]
ct

and

w

Senator Armstrong: Are these referenced to this March 9th

Ms. Weaver: Tha firstg change in the document would appil

to Section six in ths cover summary sheet, which is the windfall

Lt was modifisd n light of the dis cussions yesterday,

ALDERSON REPORTING COMPANY. INC.
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have a five year phase in period.

The Chairman: That was a question raised by Senator
Charee and Senator Heinz and I think others on this side.

Senator Armstrong: Carolyn, these are changes that nave
already been made in-the 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 suffer 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 ore
third of the non-covered vension would be offset, and then

number two, this five year phase in period.

Only one fifth of the full reduction would take place the

)

irst year.
Senator Heinz: As I understand it, the phase in isn't in

the document but we are going to put it in?

Ms. Weaver: We have writtén 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. Is there a new piece of paper, different from that
of yesterday?

The Chairman: VYes. I had her heold it up. Hold it up.

he front "March 9, 1983." It is the one you have

-
ct
4]
fi
]
w
O
o
cr
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Senator Moynihan: I see. This incorporates
overnight in response to comments vesterday?
The Chairman: To members' concerns; right.

Ms. Weaver: Yes.

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

o)
o]

like Senator Bentsen's and others that we have not agresd up

and Senator Armstrong has some amendments I think on women, rightt

Ms. Weaver: Somebody coming in under the windfzli
provision in 1984 would be subject to just one Fifth of the

reduction had he come in at the point at which that phase in
was fully operative, and that would be only a fifth redu tion,
that would be permanent for him, and then the following year,

that reduction would take place for the next

]
(o]
e )

two-fifth
group of people becoming subject to the pension offset

That is written up as item number six in your hnandout
and the ovhase in formulz is shown on that page.

Senator Grassley: Mr. Chairman, anything that is in this
document, we will hot have a separate vote on unless there 1is

& motion to strike?

Tre Chairman: Somebody can have a separate vote, i you

want 0 voTe just on the provisions.
Senator Grasslievw: I would assume that if this is the biil

<t

hen the only departure “rom this

.

ct

that we are zoing to vote on,

woulild e =ither z2dditions or subtractions.

ALDERECN REPORTING COMPANY. INC.
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The Chairman: That

Senator Grassley:

that we are voting on in
The Chairman: That
of the changes that we ¢

have to have votes on.

Ms. Weaver: Item 1
to interfund borrowing.

that perhaps --

The Chairman: That
Durenberger.

Ms. Weaver: That
trust fund would crezate
needliessily.

The Chairman: Are
Senator Baucus: Wh

Ms. Weaver:

is right.

Otherwise, we assume this is the bill

final?
is correct. We tried to reflect some

ould work out and others, we will just

7 was also modified, which pertains

There was concern expressed yesterday

was Senator Baucus and Senator

perhaps too much borrowing from the HI

great difficulties for that trust fund

7ou satisfied with that change?

at have you done?

We have made a series of modifications.

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

would leave the HI trusst

There would be the %sen D

on any loans

1

than accumulated £0 the

would Dbe required wherever

-ty

rust fund

2

[q}

yment

reps

s built up t©

fund with a ten percent reserve ratio.

ercent guarantee. Interest payments

from HI would be made on 2n ongoing basis rather

nd of some stated pericd. Repayment

D

the reserves in the cash benefit

would be dus In 1988 and 168o9.

ALDERSON REPORTING COMPANY. INC.
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Senator Chafee: Mr. Chairman, I am unenthusiastic sbout

the interfund borrowing because of the effect on the HI. I just
g J

do

want us to move ahezd with this amendment eliminati

or

not think we should ve doing it. I do not know whether you

ng it now

|_l

wait until you go through this. What is your procedure?

am not going to ask for a roll call vote.

The Chairman: 1If there is a move to eliminats it, we ought

do it now.

Senator Chafee: Mr. Chairman, all right. I just think

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

tremendous difficulties with it. I %now as a result of

Senator Baucus' suggestions. we put some limitations on it. but
o 3 & 3

I

b

o
)
,-l
7]
}._.
)
=
o
O
pur

0Q
@]
|_J
'3

03

cr

while. Some of us did not want it irn here at all but we

o
(@]
[
)]
0]
}
cr
=

am just unenthusiastic about even going into that arez at all.
I would be interested in what the sentiment is here. As
say, I am not going to request a roll call vote.
The Chairman: Again, I might ask Mr. Myers to comment on
o keep harking back to the Commission

© it is an arez that we kicked arcund or discussed guite a

=y
M

'.—J
-

l_)

needed it in case we had to use it, ho ing we did not nave
think the chances are pretty good we will noc.
I wonder if Mr. Myers might ccmment on the reasons for

cluding that provision? We did try to satisfy the concerns

in
expressed by Senator 3aucus and Senator Durenberger. We think
we nave tightened it up. I would hope we might keep it in the

LDOERSON REPORTING COMPANY. INC.
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Mr. Myers: Mr. Chairman, first o

in the House bill and even as it is in this proposgl, is
essentially a fail safe device upder the intermediate estimates.
It is not expected to be used at all, and even under more
pessimistic conditions, it would not be used.

As the staff has revised it here, I think it makes it
even clearer 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 HI system unduly and also there are provisions in here
that would be much more definite, that the HI trust fund should
be repéid as soon as possible and a definite schedule of how
it would be done.

I fhink this really does sharpen up the recommendations of
the National Commission.

Sernator Bradley: Mr. Chairman, does this permit borrowing
among the funds? It does not specify which fund borrowing from
another 7und? In other words, what we think of is we thiﬁk of
the borrowing of the pension fund from the Medicare fund. Can

you borrcw The other way? Can the Medicare fund borrow from

- the pension fund?

Mr, Myers: Yes,

ALDERSON REPORTING COMPANY., INC.
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Ms. Weaver: There is three way borrowing between the trust

funds.

Mr. Myers: But only through 1987. It is not likely that
the HI fund will need it berfore 1988,

The Chairman: Senator Grassley?

Senator Grassley: Mr. Chairman, I support the amendment
by Senator Chafee. 1In fact, if he had not offered it, T was

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

I guess the reason I think about or thought about offering

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

09

e discussions we have related to Social Security, a feeling

th
among tThe pecple that this is really a sound package, this
is going to solve the problems for the long term, and I think

the decision the House made yesterday helps us tremendously in

think somehow if we leave vestages of the crisis

=

situation we were in for the last two years when we instituted

to detract from re-establishing the credibility and helping

und.

O
[

S 3

[

[

|...l
(=

pecvnle feel that

-y

also have the same concerns that Senator Cha

[

’_h

how it might impact on the trust fund and that is going to

hasten the crisis period Zor that fund =s well. We obviously

-
3

Trom the sxverience of the crisis

ALDE§SONREPORTWKSCOMPANYJNC.
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Securit that we do not want to hasten that. We want to solve
Y,

that years before it comes.

it seems to me that this gives the impression of bein
too easy of a way ouﬁ. Instead of making actual benefit reforms
or raising the revenue necessary to guarantee solvency, we are
keeping our fingers crossed that this Commission report will be
sufficient to get 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 anm
concerned.

I would 1like to have it deleted and then I would like to
have it deleted with an understanding that I suppose down the
rocad, you 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
careful in our approach as we respond to situations in the
future, If we have to make the 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 Chairman: Thank you, Senator Grassley. Senator Baucus

m

and then Senator Durenverger.
Senator Baucus: Mr. Chairman, I am just curious,. what

is the greater likelinhood, that there will be HI borrowing

[’}

rom OASDI or the reverse, during this decade? Particularly
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Mr. Myers: The borrowing can only be extended through

}-s
]

1987, and in the period before 1987, the greater 1ikelihood
and I do not think it is a big 1ike1ihood, but the-greater
likelihood as detween the two is the borrowing would.be by
OASDI from HI, not the reverse.

Senator Baucus: As difficult a strait that the HI fund
is in, even in 1986 and 1987, you think there is a greater
likelihood that OASDI will borrow from HI rather than the
reverse?

I do not have the figures in front of me, but it is my
understanding that in the later years of this decade, the HI
fund is in a very difficult ¢ondition.

Mr. Myers: 1In the later years, from 1987 on, it is;
1987, 1988 and 1989. 1In 1987, there might be the likelihood--

Senator Baucus: Wouldn't the borrowing by OASDI from HI

HI? Because the estimates I have seen do

i

hasten the demise o

any oborrowing from HI.

(0]

not assum
As I understand it, the surplus at the end of 1981 was

$18 billion; the surplus at the end of 1982 was only $8 -billion

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

If that continues, then HI is going to be in more difficuls

straits by =ay 1985 cor 1986 rather than a difficult position
Mr. Mvers: Under this proposal that is before you, there
would be thes provision that if OASDI has money, it should repay

ALDEREON REPORTING COMPANY. INC.
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that quite promptly to HI. Where HI's troubles will really
come is certainly not before 1986 or 1987, and more likely
not bpefore 1987.

The Chairman: Is there further discussion? Senator
Durenberger?

Senator Durenberger: Yes. Mr. Chairman, I think this is
an important point. I am glad it was raised. Let me make this
observation.

I guess I started with the same concern that Senator Chafee
did. I started a year and a half ago when we all got together

to switch off of minimum denefits and on to interfund borrowing.
At that time, I-opposed interfund borrowing from the HI account.

ave wanted to try to reform

5

In retrospect, I wculd not

)

Social Security last fall rather than at this point, so the
interiund borrowing was Impertant.

Secondly, at first dlush, I was deeply concerned about
two Things after the Commission reported. One was the
continuity of interfund oterrowing and the second was how
difficult this continuity of interfund borrowing will make

Med i

(
W

re reform, from 2 volicy standpoint, because any time

we want to adjust cost snaring of benefits at anywhere along

the line, someone will say, you know, it is because you took

2 it to somebody else.

ct
o)
3
o)
(V]
It
<

all thet HI money ou

Ar. Chairman, I have teen dealing with this now I guess
the last six weeks, as 237 o7 us have. I am impressed, number

ALDEREON REFPORTING COMPANY. INC.
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one, with the sensitivity of the people who participated in the
Commission process for the future of the HI trust fund. I am
impressed with the work that has gone into both the projections,
even including the most pessimistic projection. I am not sure

that Bob accurately answered Max's question or to his

satisfaction because I was left with the impression that it was

’

more likely that the borrowing could go 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

I thought, for example, what we ought to do is have an
ultimate fail-safe that says if 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 fail-safe in is a signal to everybody out
there that the proposal is a failure.

You either have to vet on this proposal or not bet on it.
?he Chairman is right. He 1is not just defending the
Commission's report. I mean he is.defendinv a process by which

the Commission came to grips with these issues.

i<
O
=
(@]
o)
3
o
o5}
ot
'_l
l [t
<

f0

riverboat gamble or whatever, but

there zre not =snouzgh 2xperts in this room today to tell us

ALDERSON REPORTING COMPANY. INC.
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47
what things zre going to‘be like in 1987. It is difficult for
me to do this obviously because of the responsibility I feel for
HI. I do think we ought to support the Chairman and the
Commission recommendation and not support the amendment offered
by the Senetor from Rhode Island.

The Cheairman: Can we dispose of the Senator of Rhode
Island's amerndment? Are there modifications?

Senator Baucus: Mr. Chairman, I understand what the
Senator frem Rhode Island is trying to do here. Most of us
have the same worries about both funds. Frankly, I think that
in the inferim period it probably makes more sense to havé
the flexipility for interfund bor”éwing, HI from OASDI and
vice versea, rather than to prohibit all interfund borrowing
outright.

Unfortunately, this Commission has only addressed one
portion, QOASDI. .It did not address HI and Medicare, and that
is the box that we are in.

I think we are goiné to be forced and constrained into
setting up a similar commission to address the problems of
Medicare znd HI and so forth, and I would hope that we do that
very quickiy. |

In the interim and intervening years, I thihk it probably

=ty
[

}—

exipility. I do not know
if it is 2 riverboat gamble either, but it is the best so far

re us. We have no better alternative.. I think

ALDERSON REPORTING COMPANY, INC.
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generally we therefore have to by and large, with some
modification, go along with it, 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 all 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 iﬁterfund borrowing, it brings us up cold to the difficulties
that one of the funds or the other faces and then nopefully
we will take 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 Zavor of the Chafee amendment,

"

y 0y saying "aye."

ALDERSON REPORTING COMPANY. INC. ,7
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Senator Bradley:

Mr. Chairman?

The Chairman:

What is the Chafee amendment,

It knocks out the interfund borrowing.

might as well have a roll call.

The Clerk: Mr.

Packwood?

Senator Packwood: NoO.

The Clerk: Mr.

Senator Roth:

The Clerk: Mr.

The Chairman:

The Clerk: Mr.

Senator Chafee:

The Clerk: Mr.

Senator Heinz:

The Clerk: Mr.

The Chairman:

The Clerk: Mr.

Roth?
No.
Danforth?
No.
Chafee?
Aye.
Heinz?
No.
Wallop?
No.

Durenberger?

Senator Durenberger: No.

The Clerk: Mr.

Armstrong?

Senator Armstrong: Aye.
oD

The Clerk: Mr.

(No resoonse.)

The Clerk: Mr.

Symms ?

Grassley?

Senator Grassley: Aye.

The Clerk: Mr.

ALDERSON REPORTING COMPANY. INC.
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Senator Moynihan

The Clerk: Mr. Baucus?
Senator Moynihzn: No by oroxy.

The Clerk: Mr.
(No response.)

The Clerk: Mr.

Senator Bradlsy:
The Clerk: Mr.

The Clerk Mr.
(No response.)
The Clerk My
The Chairman: N

Senator Chafee
ength of ten

:  No.

Boren?

Pryor?

o.

M

y heart was pure but I did nct have the

no bdy Droxy.
|
\

The Chairman 1h o 3
The Cl=rik It is 3 co 14
Senztor Grassiey Mr. Chairman, before you go on beyond

ALDERSON REPORTING COMPANY. INC.
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this, can I have a repeat of when the interest is going to be
vaid? I had a proposal on interest but that may be taken care

@]
1)

The Chairman: I had petter double check with Carolyn

Ms. Weaver: Interest would ve paid monthly to HI on
an ongoing basis.

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

Ms. Weaver: All principal and interest is repaid in

{o]

1988 and 1939.
Senator Grassley: Does that also include what has been
borrowed up to this point?

Ms. Weaver: Yes.

k<t
D
n

The Chairman:

Senator Grassley: I am satisfied with that.

The Chairman: Do you have the aliens next?

Ms. Weaver: On the benerits side, the one last adjustment
is on item number 23, which pertains to 1limiting benefits vaid
to aliens. In the vprovision we worked out yesterday, it 1is a
relatively limited apvroach which would ensure that benefits are
n0t pald to aliens, their dependents or survivors who reside
out side the United States, and there would be the provision that
they receive back the contridbutions of the worker before the

imitation on penefits takes place.

There will be no circumstances under this provision under

ftates would have their

o}
l 1,
(@]
)
L
(@]
3
()]
(@)
O
jo)
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|._l
0,
'_l
3
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3
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1))
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3
l_l
&}
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0,
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oenefits terminzatad. i
The Chairmzrn: Could I ask Senator Grassley and Senator ;1
i\
Mitchell if thzat i1s satisfactory? !
i
.
Senator Grzsslizy: Also Senator Beren. i
e 5 The Chairmern: Senator Boren. Excuse me, Senator Boren.
-
2 6 Senator CGrzsslsy: And Senator Mitchell. I think it
Tl
X 7 satisfies me and I zliso would like to state for the record
5
§ 8 that we have had confact with Senator Lugar's staff on this
= 9 and have worked with them because of his leadership in this area.
Z
g 10 Senator Boren: I think it is a good provision and I
| Z '
i i 11 ccmmend Senator Crassley and Senator Mitchell and the other
i
= A
g 12 staff that have worked on this. Senator Lugar really began this
= 13 ef’fort a long Time z2go z2nd several of us have worked with him
= 14 on iT.
£ 15 I think this is 2 real step in the right direction.
=3
- 16 Senator Grassley: At one point, Mr. Svahn brought up the
]
g 17 fact that it is dilficult to tell about the death of people
n 18 in foreign countriess and then the checks keep coming, the
= 19 extent fo which 2 person who would be drawing those checks
20 beyond what he raid in under existing law, and that is going
21 to end and then ZTheat problem is taken care of. Is that right?
22 . Mr. Svahn: ‘culd jou explain that to me again, Senator?
23 | Senator irz2s3sizy: You had previously said that there has
24 i been a prodlem o7 teople who have died or we assume they have
25 ! disd, continuing O receive checks, even greater then the

! ALDERSON REPORTING COMPANY. INC.
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proolem is for people 1living within the United Stafes, i they
have lived in foreign countries.

Mr. Svahn: Percentage-wise; yes.

Senator Grassley: Now we are limiting those peopis

g vayments to what they have paid in to the svsitem under
o By =&

3
®
o
®
’..l.
<
l—l
3

Mr. Swvahn: If they are an 2lien or an alien dependent; yes.

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

propblem from people that are "living longer" because they are

in a foreign country.
Mr. Svahn: If they are alisns or alien dependents; yes.

If they were United States citizens or as I read this,

alien dependents of United States citizens, then we would still
have the same problemn.
1itchell, is it satisfactory with

The Chairman: Senator Mit

you?

Senator Mitchell: VYes, it is, Mr. Chairman. I discussed
this with Carolyn earlier. I thank the Chairman for his
cooperation.

Senator Chafee: Mr. Chairman, I apologize. I am not
sure what the alien amendment is. Could Carolyn brisfly '
describe it?

Ms. Weaver: It would 1imit Ddenefits vaid to zlisn

nts ard survivors while they are =broad,

(9]
oy
®
'.l
3
Q.
®
‘G
[0}
0,
D

workars,

ve The countiry, benefits would cezse when

I

i7 Zhey should 1le

ALDERSON REPCRTING COMPANY, INC.




10

11

12

13

14

15

16

17

18

19

300 TTH S'l‘lllﬂl:."l‘, S.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 554-2345

20

21

22

23

24

25

the worker

[ON

with int

1

ependents acquired after mov

head

received back his tax contributions, and any

ng abroad would not be eligible

,_J-

Senator Charfee: It would 1imit it to their contridbutions,
|
erest? ;
Ms. Weaver: No interest.

The Chairman: It does not affect U.S. citizens living

broad.

™

Ms.

Senator Chafee: I think that is an unfair thing. They

contribute.

Weaver: That is right.

here anyway?

I

-y

The

o
[4¥)
5
o)
|._l

<

i,

ind th

Chairman: I think it is rather limited, is it not,

l—ij

rom

The aliens have contributed. What is going on

I know they do not vote!

at

[$H)

n extraordinary provision. . .

the original proposal?

Senator Grassley: Maybe I can satisfy the Senator from 3

=
San
TuSstion

g, working with Mr. Myers, it has been revised to .

o the extent to which we discussed this amendment

ct

there were some prodlems rail

ed with it. Over

C
)]

ome of those concerns. } ;

e of s
Chafee: Those people paid into the system. They
uired %o ey into the system. They work. They put intgo
em.
ator Mitchell: The Senator has raised a legitimate
about intarest, but I would point out fto you that
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in the discussion yesterday, which was very extensive, pointed
out and I would z2sx if Mr. Myers or Carolyn has the figures
with respect to ncn-citizen, non-resident, the number of

i

gher than the general category orf

1)
(&1

dependents is far
beneficiaries. The number of dependents acquired after
retirement is truly sxtraordinary, and it is obvious that an
abuse 1s occurring.

This is an e77ort to correct that abuse.

Senatcr Chafss: Well, it is a draconian solution if I
nhave ever heard ons.

Senator Mitchell: The only thing that is draconian is
not paying interest. Do you have any other objection to it?

Senator Chafss: I do not see why they should not get

v L

the employer's contribution also. The employer has had to pay.

He has taken a deduction on it. He has paid in. The verson has
worked. Then 2t the end of that, maybe if they have too many

children, that is zpparently unpopular here -- I do not see
why they should ove trea%ed in tThis fashion, varticularly when
they are required <o pay into it.

Senator Mitchsll: To say they have too many children
and it 1is unpopulizr mischaracterizes the problem, Senator:
That is not the mznner by which dependents are being acguire

T have no o2 =27ion if you want to make it having then

-1y

'O
I
-+
jo3
%
(=
cr
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'3
ct
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3
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that can be done. 3Beyond that, I

proposeal abuses.

be a social security

Senator Chaiee: I

The Chairman: Bob was there.

Mr. Myers:

were no

on in the 1950's.

exactly accurate. Mr. Myers, do we have treaties with

countries that involve this,

they have a retirement

~ -

03
N
-
6]

workin

We have certain treaties, one with

3 -
nave

pending. think it is practically completed. We

=i

1

-y

red

D
"3
0]

with other countriss like epublic of Germany =nd

ertain other treaties orf

»
'..J
%)
o
1)

this restriction wou_Z

(@)
'..J-
cf
)..l
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Security System was never interded

When the original act was established, ther

Carzda

izens of any country wne

un
(@)Y

think it is a reasonzbie

ie)

system covering non-citizens, non-residents.
would have to ask the historiarn on that,

come up when President Roosevelt tThought

restrictions by citizenship or residence, but there

for instance, with Canadz, where
system, or an American alien up there

there anything back and forth on that tha: we

scome

not

ra
rc
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Senator

I wes not awar
Mr. Myer
Senator

worked.
his interest

contributed,

today, I

X

ers
take two vote
accept that?
Senator
Senator
Senator

ication

ive co

Senator

3

I fthought it

were here.

vou this

He has put

No?

Chafee:
s: Yes,

Chartfee:.

int
and I thi
based on
am a lit

s, first

Mitchell:

Chafee:

Matsunaga:

. Does ¢t
untry, th
rem

Mitchell:

Matsunaga:

was limit
I joi

Time. 1

ALDERSCN RER

1ained in the

57

is such 2 provision? I zam

There sorry.

fthere is.

think the person has

Mr. Chairman, I

o the fund. He clearly should get back

nk he should get btack what the employer

my successful record in rolling up votes

tle reluctant to press it too far. I will

on the interest. Are you prepared to

I am.

That

gets me 50 percent of the way there.

,._.
=
H

Chairman, if I may get a

his mean that if an alien returns to

at he would get less than what he would

United States?

Heavens, I would be opposed to that.

ed to what he would be getting if he

Chafee. You

n Senator have one extra vote

would think was almost

one who was 2 resident

=ty

where ii a citizen were to go

2ign country to

P
cnere

Iy

O

3
D
1

reside

treated likewise.
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] Senator Mitcheii: That is correct.

2 Senator Matsunzga: Is this prospective, Senator Mitchell?
3 Senator Mitcnell: Prospective.

4 Senator Chafzs: Mr. Chairman, I think that obviously the

5 system should be zTightened up. Mr. Svahn pointed out
6 yesterday that if somebody lives in Bulgaria, their longevity

r life expectancy than if they lived in

b

7 is ten years greszt
8 the U.S. Apparentiy the checks keep coming in and it extends

9 oné's 1life or at l2ast one's family extends the life. Maybe

10 they do not bury him so quickly over there or soméething.

|..I

11 T think all kinds of things of checking into the Embassy

}-

12 or the Council, 2l kinds of steps should be taken for the

o]
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13 present, those on the present rolls. 1 would support that.

14 As far as perspective, I am prepared to support something
15 along the lines but clearly they should get the interest and
16 I should think they should get what the esmpleoyer paid, too.
17 Senator Matsunzga: Mr. Chairman, I am sorry I was not
18 here in the afternoon to join in the discussion, but we have
19 a situation in Hawzii where we encourage z2liens to go back,
20 aspecially Philipcinos, because while in HZawaii, Social

21 Security penefits z2re definitely insufficient to even provide
22 a decent 1living =2nd so they go on welfare, an additional cost
23 to the government z2nd tTaxpayers.

24 When thev ic zo vack to the Philippines, the Social

25 Szcurity oene
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I hope this will not affect fthat sifuation. Who is the
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The Chairman: Could I suggest that we have a vote in
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, I do not want to in any
sense seem to want to close off anybody's complete access in
this Committee to anything they would like to propose, bdut
today is going by. The period before the Easter recess is
going dby. We have more things on this legislation as I

ust Social Security, which we have to get

understand it, then j
to.

I would 1ike, at the risk of being a pest, urge that we
get on with this issue Therefore, T will shut up.

The Chairman: I z2ppreciate that very much and I share
the view expressed by the Senator from New York. We do not

s rights but it is my hope we can

want to foreclose anyone

move rather quickiy. The major orovisions I think will remain
intacT Obviously, we have a number’of amendments which would
make rather drastic changes There are a number of amerdments

ALDEREON REPORTING COMPANY. INC.
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which we

I would hope

)

think we might be able to accommodate.
from the period of time from about 12:

that if anybody has one orf

let's try to come back at 1:45,

those that we might bpe able to work out, that the starf is

notified so we can start moving rather quickly at 1:45 p.m.
We would like to settle the question on the alien-

amendment. I understand Senator Chafee and Senator Mitchell

and Senator Grassley have had a chance to visit.

Senator

contrisu

the employer's

The Chairman: Jack, do you have something to say on the
interest? ‘
a . . . : . . !
Mr. Svahn No, it is more upon the amount paid by the '
workers, Senator. I hate to cast a damper on this. I feel

compelle

tion p»lus interest.

Chafee: Yes, Mr. Chairman. I believe Senator

is agreeable to the interest. That is the employee's (
I would ask for a voice vote on

and interest also when the proper time comes.

d to; while I sympathize very much with the problem

iminate the abuses ol payments to 1

and we do have an awful lot of them, The

peneficiagries overseas

1 is currently drafted,

proposa it allows benefits

to continue until the tetal benefit is paid to the esarner and
decendant equal the taxes paid by the wage esarner, and without
vanting ©TO geT into 2 discussion about why we do not keep

2any records of

e Jdo not nhave how much in taxes were

N REPORTING COMPANY, INC.
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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

2

go back and

(0]

that a person was overseas, it would require us ¢
manually try and recalculate how much tax they might have paid,
whether they paid it or not.

The Chairman: Do you have any suggestion how we might
accomplish what some want to accomplish without that information?
Senator Bradley: May I make a suggestion, Mr. Chairman?

The Chairman: Yes.

Senator Bradley: I intend to offer an amendment, a similar
amendment on non-taxing benefits until after the recipient has
received what they have contributed plus interest, and I am told

that it is impossibls decause you do not keep track, but a rough

(D

riite is within a thres year veriod.
What I would do is propose a three year period and would

offer this as a possible compromise, at the end of which time
X 2z b

I-l.

they would have received back everything they put in. i

Senator Matsunzga: Mr. Chairman, i7 I may ask a question

of Mr. Svahn. Suppocse we limit the payments to what it would I

be had the alien remazined in the United States and suppose we
require the alien to report periodicaily, say annually or
bi-annually, to the imerican Embassy, to drove that he is

still aliive and entitladd to benefits?

Cf

How would this ze relative to administration?

foet

Mr. Svahn: Th=t would be one way O 301ive the one problem

ALDEZIECN RESORTING COMPANY. INC.
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with regard to payments that

deceased,

so-called aglien

feel there are
that we should

and decide

would have on our foreign po

o)
S
o
o
i
=

do net

Senator Matsunagz:

Hawail, we encou
because we savs
they

thet iive in a

very
have
exactly what 1t is we
olicy nefore we

oreign p

millions

would be otherwise entitled

by enforcement of

ALDERSON REPORTING COMPANY,

o)
H
4}

are made to aliens after they

things or diffsrent

to eliminate in the

guestion and it is extremely complex.

contact with the State Department and the

is quite concerned about the tide that is

payments to aliens who live overseas

important foreign policy implications and

some full and open debate about the issues

want to do and what impact it

what impact it would heave

licy,

Jump into something that we

know what it is going to do.

I agree with you. In the case of

he aliens to go back, as I said ezarliier,

(9

rage

of dollars in welfare payments which

to if they remained in tre

this tvpe of provision, we

in the States.

Senagtor Mitchell?

Mr. Chairman, I regret that whzt Is

tive =2nd minor matser in relation to the

much. Time. I do not want to taks mcre.

INC.

total
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important that we understand precisely what we

’_‘
n

I think it

are prcposing here and what has not been proposed and the reason

fen]
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 l1ived outside the United States; nearly
200,000 of them are aliens. The study also found that alie

enerally with respect to the average retiree, work

retireses

]

less time in covered employment, pay less in taxes, have many
more dependent
Thirty-four percent of the dependents of alien

ter retirement, a manner which

[
-y

Ticigries are required a
plainly indicates a pattern of abuse of the system.

There has been talk here about what is fair and equitable
and so forth and it may be true, as Senator Chafee said, that
President Roosevelt and Mr. Myers did not, when they

o‘labovatcd on Soci al Security, discuss the oproblem of

B

non-residents. I think it is clear to anyone that the Social

=

Security System is intended to provide income security for

e
=1
10
3
’.J
o
£
o]
0

We are struggling to deal with the oroblem of how to mee
the benerfit levels we now have and those benefits are going to

be 1ess tThan they otherwise would be as a result of the

Yo2u have zan obvious zpbuse here. It is a not inconsegquential

ALDER=ON RE :OQTWMSC”MPANY!NC
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1 sum and reached the stage where $1 billion is inconsequential
2 and there is a responsible proposal to dezl with it, and that
3 is to 1limit payments nade to non-residents, non-citizens,
|
4 | to the amount they vpeid in plus interest. They have been
" 5 deprived of nothing.
=
a3 - s s - . .
3 6 Remember, the zvarage beneficiary on Social Security gets
le]
5 7 back an amount equzl to the amount of taxes vaid in less than i
E‘- B
= » o : $ LI !
g 8 two years. Any amount over that for non-resident, non-citizens i
N H
S : o e : : : .
a 9 represents in effect a windfall paid for by American workers
g
g 10 who are now already struggling under a very high payroll tax
z |
7 n that is going to go up dramatically as a result of past and
< \
=
S 12 present actions.
. z
g 13 It just seems to me to be simple commonsense and we have
=
2 14 taken care of the objections of the State Department by
=1
=
S 15 exempting anybody arflz2cted by a treaty, which actually has the
3}
s 16 2ifect of limiting the scope of this amendment to a very, very
5
= 17 modest, modest amount.
% I urge, Mr. Chzirman, that the alien vrovision be retained.
(el ] > <
& 9 I do not know if the pending order is a motion to strike it or
20 a motion to put it in. I thought it was ziready in the package.
2] The Chairman: Couid I just ask Mr. Myers, as I understand
22 it, you have tried tc werk out some of the pvroblems yesterday;
23 I i1s that correct?
I
24 Mr. Myers: Tnz: 1s correct.
25§ The Chairman: Zzu nhave been around =z long time, and

|
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am not going back to FDR. Were you there with him?

Mr. Myers: I worked on the Committee of Economic Securitiy
but I hardly worked with FDR because I 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 zbout this provision?

Mr. Myers: I think there are abuses in this area. I
think the ovroposal that has been developed here takes care of
those, whether it goes too far or not, is a matter of philosoph

I can see their concerns, but I think this is a reasonable
proposal and I think it is one that can be administered. I
think desvite what the Commissioner or the Under Secretary
now said, that this can -- we can develop the taxes paid from
the earnings record because earnings are available each year,
from 1951 on and whether taxes were paid, you can presume they

were. For the earnings before 1951, there is just one lump

to 1950, and although the tax rate was one

0
Y
O
"3
ct
:
[V
}
\O
w
-

© those 13 years and 1.5 percent in the other

(&Y

one, you could just presume the tax rate say was one vercent.

.}
0
1

=

Pl
TR

]

You need certain techniceal things like that to simp

! the administration. It could be done. If you use interest,

ALDERSCN RE2ORTING COMPANY. INC.
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then there are some problems of what interest rate and up to

whenrand so

On the other hand, the z2poroach was made that if you say,

iet's say everybody who gzgoes abroad as:an alien is entitled to

}_..

36 months for which they have drawn benefits, whether it was
vefore they went or after, that woula be workable, too.
Senator Mitchell: Let's have a vote, Mr. Chairman.
Senator Chafee: What are we voting on?
The Chairman: The interest has been agreed to, I guess.
Senator Chafee: Yes, but there is quite a bit of

ice between -- first of all, how are you ever going to

]

Q,
.

i fere

tell, one, whether somebody is an alien? There is no way in

t 211 to tell whether someone is an alien, 1is

f

your records

there?

Senator Bradley: Where do you send the check?

Senator Chafee: If my check is sent to Mexico, I am an
aliesn?

Senator itchell: No. The GAO identified 313,000

beneficiariss living abroad, of which 194,000 are aliens.

Somepody zlirezdy knows.

Mr. Svann: I think you will find, Senator, those were

2te 50 those checks that we do send overseas. About
cizriss receive their checks direct

address for those

Q.
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forth. These can be worked out on a reasonable basis.

es mads by the General Accounting Office. Those sstimates
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beneficiaries. I would Think that it would gef around gquite
auickly that if one opens zn American bank account and has

their Social Security check deposited to that bank account,

D

that the checks will continue to come.

we adopt the amendment and then

s

The Chairman: I su

J9

ges

work out The detalils between now and the time it is on the

Senator Grassley: I z2gree to the amendment he offered
about the interest but I do not agree to the amendment about
the part the employer paid in.

Senator Chafee: Mr. Chairman, I will make my amendment

to include the employer's contribution as well and just ask

b

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
Danforth?
The Chairman: Yes, tut up both hands.
Senator Chafee: A3l »ight. I move my amendment, that it
include the employer's zontribution.
(Show of hands.)

Senator Grassley: I we are going to vote proxies, we
The Chzirman: 50 z2rn=sz2d. That is fine.

No.
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The Clerk: Mr. Roth?

The Clerk: Mr. Danforth?

Senator Chafes: Aye Dy Droxy.

The Clsrk: Mr. Heinz?

(No response.)

The Clerk: Mr. Wallop?
The Chairman: No by proxy.

The Clerk: Mr. Durenberger?

The Clerk: Mr. Armstrong?
Senator Armstrong: Aye.

The Clerk: Mr. Symms?

Senator Armstrong: Aye Dy proxy.

The Clsrk: Mr. Grassley?

The Clerk: Mr. Long?

Senator Bentsen: No by proxy.

The Clerk: Mr., ZBentsen?
Senator Bentsen No

The Clzrk ir, Matsunaga?
Senascr Mztsunzagza:  Aye.
The Clark ir., Moynihan?

ALDERSON REPORTING COMPANY. INC.
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Senator Mowynihan: Aye.

The Clerk: Mr. Baucus?.

The Clerk: Mr. Boren?.

Senator Mitchell: No by proxy.
The Clerk: Mr. Bradley?
Senator Bradley: No.

The Clerk: Mr. Mitchell?

The Clerk: Mr. Pryor?

The Clerk: Mr. Chairman?

The Chairman: No. There are others and I do not know

°

how they might vote. I have a general proxy but I do not think

it inciudes this zmendment so I did not vote those. I wasn't
even certain about Senator Wallop.

The nays are nine and the ayes are six. The other members
may bde recorded.

Senator Grassley: That amendment has lost?
The Chairman: Yes.

Senator Grasslisy: Now we have the package as it was
but with the interest added fo it

The Chairman: That is correct.

Senator Crassley: Every other provision of our amendment

ALDERSON REPCORTING COMPANY. INC.
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The Chairman: Yes. As I understand it, Carolyn, does that

take care o the items we trizad to work out yesterday?

There are a couple of changes in the tax area that Rod

=

2xplain.

The Chairman: I wonder if we might just do these

Ms. Wezver: It takes care of the benefit provisions.

will

pefore

we leave for lunch? I do not think there is. any dispufe in

these areasas. I am not certain.

Mr. DeArment: The principal area is in the tax that we

changed, number 14. This deals with the self-employed tax rate.

As you recall, we are increasing the self-employed OASDHI

taxes so0 thzat it will comparable with the combined em
samployer rate and provide a credit. The change is in
of the credift. The credit was increased slightly and

pattern of the credit was changed somewhat so that in

oyee/

there would be a 2.9 percent -- credit measured against the

self-employed income of 2.9 percent; in 1985, 2.5; in 1986,

2.2; in 1987, 2.1, and beginning in 1990, it would be 2. 3.

That 1s slightly moré costly than the pattern that
yesterdeay.

The Chairman: About $3 billion?

Mr. Defrment: VYes, It is 2 total of about $2.5 bi
rzther than The vroposal yesterday.

Senator Armstrong e zre looking at item 142

Mr. Deirment That I3 correct.

ALDERSON REPORTING COMPANY. INC.
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Senator Armstrong: I change 18.5 to be what?

Mr. DeArment: I guess I do not see an 18.5.

Senator Armstrong: I am looking at the markup document,

14.

0
=]

=
<t

Mr. DeArment: I'm sorry. That 18.5 would not change at
all, Senator. What we are dealing with 1is something that

nas no trust fund impact. It has an income tax impact. We

are talking about the increase, how much money we would reduce

income taxes.

Senator Armstrong: To look at it from that perspective,
to get $18.5 billion into the trust fund, how much are we
giving éway from the general fund?

Mr. DeArment: 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. 1In order to get the $26.8, we
would be giving an income tax credit of $13.7 billion. It's
a little more than nhalf. That is the appropriate comparison.

Senator Matsunzaga: Am I correct in my understanding that

this compromise was worked up with the National Board of Realtors

and they are satisfi=d?

Mr. DeArment: We talked with them and we understand that

glven The laditude nere, this is an z2cceptable compromise and

Senator Zcren: I know the peopls in agriculture have

roblem that they were not paying any

(¢}
O
3
pars
8]
(@]
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[0}
i3
(1]
1)
9]
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[+
i
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income taxes. They are all going broke. The self employment

tax will go up on them. Does this have any refundable tax

+

credit provisicon?

t is not a refundable tax credit but as it

=
H
W]
(D
e
]
3
b
p
=

functions, as I understand it, it would be available to someone
who has no income tax liability because it would be --

Senator Beren: If I am a farmer and had no income tax
liagbility, how would that work?

Mr. Weiss: It simply is a credit against their self

Mr. DeArment: That credif is made up by general revenue.

Mr. Weiss: Right. That does not affect the trust fund's
receipts.

Senator Boren: If I owe no income tax --

Mr. Weiss: If you owe no self employment tax, you would
not get 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 inccome this year, would I be paying self employment--

e pvaying any? I would have no income.

[#)

I would not

O

Mr. nt: No, you would not be paying any.

a28rme

Senztor Zoren: Say that I had a certain amount of income
but I do noz owe tax. Is that a possibility? I have no income

income on which I would pay?

'._l
’_1
{0
o
‘ !
I 1]
'_‘
ot
et
o'
o
ct
i
o
<
()]

tax
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Mr. Weiss: Have to pay self employment tax?
Senator Boren: Yes.
Mr. Weiss: Yes, that 1s absolutely right.
Senator Boren:. What happens? Do I still have to pay

the self employment tax or do I get a refundable credit of some

Mr. Weiss: In effect there would be a gross rate of

f employment tax of 1l percent and then a credit against

w
¢}
]

of 2.9 percent for a net rate of 11.1 percent. You would

ot
5
w
ct

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. Weilss: It is still somewhat higher than you would

Senator Boren: The problem I am thinking of is for the
person who is --

Mr. DeArmeqt: The credit does not completely offset the
increase in taxes. It would partially offset that, even for

rson with no income ftax liability.

ct
®
I'O
(0]

u.

" Senator Boren: Let's say I am a person who is paying

seif employment tax and I hzave 3 taxable income Tor income tax

= by D

survoses of $100,000. That's person A. Person 3 is someone
who owes 1iabilify under the self employment tax but who has

zerce income tax liapility this year.

Will those two Decpn:2 e cZrezted tThe same in Serms of the

ALDERSCN REPORTING COMPANY. INC.
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employment tax under this proposal?

7]
D
=t
=y

Mr. DeArment: That is correct. They would be treated the
same in fterms of tTheir zpility to get this relief.

Senator Boren: Get the relief for credit.

The Chairman: I there are no other questions in that
area, I know Senztor Mitchell had a question he wanted to

judges which I failed to raise earlier.

=1

raise about Federa
Senator Pryor: I have one brief question after Senator
Mitchell.
The Chairman: I think we will adjourn after that.for lunch.
Senator Mitchell: Mr. Chairman, reading the statement
which we are working from now, the working document, it is
unclear whether Fedesrzl judges are included in the proposed
Finance Committes proposal. If does not mention them although
they were included in action by the Ways and Means Committee.
My first guestion is, do we propose in the legislation
now berfore us to include Federal judges as did the Ways and
Means Committzse or zre they excluded?

Ms. Weaver: They are included as new hires, when they

are newly hired zfter 1983.

Senator Mitchelil: They are not mentioned in the Finance
Committee propcszl. That is the reason for my first question.
Ms. Weavear: That 1s different from the Ways and Means

Committee, which zc7ered them on 2z current basis.

nd that.

)

Senator Mizcohsll: Yes. I underst

ALDERSON REPORTING COMPANY. INC.
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Even beyond the guestion of new hires though, the proposal

he probiam which.I think the Committee should consider,

ct

raises
we may be acting 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 ne:
hires, a provision that amends the Social Secﬁrity 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 Federazl judges would not be entitled
to receive any Social Security benefits between the ages of
65 and 70, if they perform judicial duties.

The House 2ill, and also unclear to me but I guess we
are including it in our bill, would amend the Internal Revenue
Code to provide that retired Federal judges performing judicial
services will be receiving wages subject to Social Secur;ty.

They are alr

(V]

ady entitled to their full pay. Under this

proposal, at lezst 1

-ty

the Ways and Means and I am not sure

-

it is in ours, 17 they work, they would be deemed to be
receiving that 2s wages subject teo Socizl Security tax. That

means in eifaect that they would be vzying the maximum amount

ALDERSON REPORTING COMPANY. INC. 7
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in order to perform a service for which they are actually

v3
D

ceiving no additional compensation, thereby creating a

ignificant disincentive to utilizing the services of Federal

2}
w
09

Judges in retired status. The effect will be a far greater
cost to our nation because if we éliminated that service,
there would have to be an enormous increase in the number of
active Federal judges to take up that slack.

Ms. Weaver: That 1s not included in this package.

Senator Mitchell: She may have answered the gquestion
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 House 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

o
jmy
D
-3

etirement age as volunteer work for which there is in
fact no compensation, since in fact there is no compensation.
Senator Mitchell: That is the way they are treated by

I.2.5. We are continuing the current status so we are not

-
3

causing the problem with resvect to the disincentive for active

retired judges?

Ms. Weaver: That is correct.
Senator Mitchell: Thank you.

Senator Moynihan: Let's remember that in Conference.

ALDERSON REPORTING COMPANY, INC.
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The Chairman: Senator Pryor?

Senator Pryor: Mr. Chairman, I just have one question.
Item 26 is a little bit troublesome to me. I think this
language -- I am not éertain exactly how this was included.
"Nothing in this act shall reduce the accrued entitlements
to future benefits under the federal retirement system of
current and retired Federal employees and their families."

The Chairman: That is Senator Moynihan's.

Senator Pryor: 1Is this Senator Moynihan's language?

What exactly does this mean?

Senator Moynihan: This means it is a statement obviously

of intention and it obviously cannot bind future Congresses,
out it is a statement that we have considered the present
arrangements, retirement arrangements of present Federal
employees as contracts to be met and to be kept.

Senator Pryor: I am just thinking if I were a postman

somewhere and I rezd this, "nothing in this act..." that I

might infer from that that something else was about to come

down the track that may reduce benefits. I.do not know. Maybe

I am reading too much into it.

The Chairman: I think the problem was the question of
Jurisdiction agsain.

Serator Pryor: I just wondered if this was absolutely
necessary to include this.

nzn: It 1is not absolutely necessary. I

' he

Senator Moyn

ALDERSON REPORTING COMPANY. INC.
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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 cémmittee off the Government
Affairs Committee and they were not troubled by the language.
We are aware of the other committee's Jurisdiction and d4id 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

403(b) area.

The Chairman: That 1is being discussed behind me. I think
they are doing pretty we;l 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 askéd
to be recogrized.

Senator Bradley: Mr. Chairman, I would.then have two

amendments.

ALDERSON REPORTING COMPANY, INC.
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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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Senztor Packwecd: (presiding) All thcse in favor of

reporting the kill, say ay=.

[ chorus of ayes]
{Laughtar]

Senator Packwood: Bob Dole called me from the floor and

asked if I wculd osreside while he is temporarily occupied on

another matter, which he may be tempocrarily cccugied cn for a

siznifizant length of time. But I think We may have reached

agreement on Section 403(b).

Fod, do you and Fich want to explain what I hope is the

agreement?

Hr. Belos: Senator, I wculd be glad to. ITtem No. 15 as

it is in front of you would include all amounts deferred

under Section 403(:t), tax-cdeferred annuity in the ¥ICR base.

That would be r2vised to5 refl=ct tha holding of Revenue

Ruling 65-208. That revenue rulina merely says that if there

is a salary reduction agreement and income is deferred under

that salary reduction agreement, the amount deferced vould

still be inclufable irn the FICA base. That ‘s 21l it dces.

Ani

inclivde in the

ition, which vwould

o
N

that would r=2placs th2 current o

g3}

ICA pase all 403(%) annuity-deferred amounts.

Senator Yovonihana Yr. Chairnan.

n

enator Packwood: Senatcr ¥oynihen.

ALDERSON REPORTING COMPANY, iNC,
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Senator Yoynihan: May I say that I think this is an

important step we are taking. It is very imgportant.

n

Benscn, who raisad it yestaréav, brouzht it to our at+

ention,

and I think it wculd be well for the recoré -- anéd if I am

intending it, we were, for exzmple, going tc include in the

FICA base the pension sums contributed by colleces,

universities and other such institutions and their emrployees

under the Teachers® Insurance and Annuity Procram, which has

besn in place now for about 60 years and is one of the most

important pension systems of its kxind in the countrv.

It would affect in a very devastating way every college

anéd university in the countrye. Thes2 rerresentatives of the

various TIAA and the various coileges, universities and many

hospitals and places like this participate in thics.

They have lived in perfect accord under Fevenue Ruling

65-203. That has been there for 18 years. They have had no

difficulty with it. And if cur legislation leaves tha

think it is our purpose to in effect write Fevenue Kuling

85-208 into +his bill. Is that not corrcect?

Mr. Belos: That is correct, Senater.

Senator ¥ovnihan: That language is now heing drafted.

The princizle is agresd upcn and understcod. 7T hope the
committ2e Zan 2cc=ct that. I 3m cures the zommittee can. T
know the Chairzran has done so, Senator Dole, and --

ALDERSON REPORTING COMPANY. INC.

<00 VIRGINIA AVE. S.W.. WASHINGTON. D.C. 20024 (202) 554-2345




Senater Pezckwood I thinXx the cormmittee is ready to

accevt it.,

n

foynihan: I move its adortion.

o

~
~

en

I
ct

r Packwocod: Without cbijection. I am nct sure how

ct
(o]

enc

192}

much th2re is laft that is that easy. We met 2arlier, as we
are operating on the whole bill, in accepting it, unless
someone wants to amend parts 2f it out. The part they want
to amend has scome dedree of controversy here and there, and I
am not sure Pat and I have any otjections lef: to the bulk of
tha bhill.

Senatcor Yoynihan: [fNods negatively]

[s1]

Senator Packwood: FRod?

¥r. DeArment: Senator Armstrong will be ip shortly. He
has a number of amendments he wishes to raise, and there are
several cother members in the back of the rcom here.

Senator Packwoodi: In Fairness to Rill, he deces have a
great variety of amendments. ¥y hunch is he will not want to
prz2sent tham, 2ni they are serious a2mendments and well
thought cut, to just two or three members, but if we can get
five or six here to listen -- T would not want to vote on
them. I don't know which proxies Z2ob has anid I am not going
going to exercise his proxie, bd>ut if Bjill can get enough of

uds around to listan, Wwe -an occupy ourselves for an hour or

two

'-‘
3

¢oiag his amendmente.

irs for a

n
1

m
.l
?

enator Yovnihan: De vou mind if I run upst

ALDERSON REPORTING COMPANY, INC.
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|
1 few minutes? |
2 Senatcr Packwood: Cn the Fudget Committee?
3 [Recess.]
4 Senator Packwood: The committee will come tack tc orcder.
5 Senztor Heinz.
6 Senator Heinz: ¥r. Chairman, thank Yyon very ruch.
7 One of the recormendations of the VNational Commission on
8 Social Zecurity that was sugprorted by 2 majority cf the
9 Commission was that Social Security should ke considered as
10 separzte from and should be separatad from the unified
11 budget. What I would like tc do is get agreerent on how to
12 do0 it.
13 There are two issues on how to 4o it. One to which we
14 must be sensitive is, if we actually put it in*o the bill
15 that we have hefors us that we ceport, we woull be guiltyvy or
16 at least Le accused cf being guilty of trespassing on someone
17 21lse‘’s turf, thas 2wdgest Commitiee's turef Sc whatever it is
18 we agree upon, I wculd like from the sutset that it Se
19 understood that we weculd offer it as a2 committee amendment on
20 the floor so that nc one will accus2 the Sanate Finance
21 Committee of trespassing on the turf of the Eudget Committee - i
22 or some oOother comaittee, ‘
23 I thinX that wouli prokably be agreeable *c everyone, Yr.
24 Chz2irman.
25 Sen3atsc Packwsoi: I z2n't speak for the Chairman, but it ‘

<00 VIRGINIA AVE.. S.W.,

e

ALDERSON REPORTING COMPANY. iINC,

WASHINGTON. D.C. 2002+

1202) 554-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

84

Seems tc me We nave nc alternative if we are to avoid the
turf of th=2 Zudz=st Committse.

Senator Heinz: As to the specifics, there reazlly are
three thinzs that I think we need to address. The first --
and this is something the Budget Committee people, I know,
favor -- is Jjus* 3as soon as rossicle, namely, effective
October 1, 1953, remove the opera+<ion for the OAST, DI, HI
and S¥I trust funds from functions 55¢ and €00 oZ the budget
ani establish thes combined orarations of th2s2 trust funds as

a@ separate function categecry.

e
o
0

T don't know >f anyone who disagrees with that. Hear
no objection --

Senatecr Packwoods« You are not talking abcut actually

ih

D
[oN

taking them ouvt of the unific budg=at. You are talkinag about

just making 2 category.

Senztor Hai The f£irst thing we are doing is putting

(-

A

arate category. That is the first thing. And

+
oo o
4]
3
}.a.
o]
f
n
()]
Lo}

than T havs twc other thinags.
The second prorosition, which I Pelieve is actually in

the descriptisn of the legislation before us, is *hat

(&)
(9]
ot

2ffective ober 1, 1988 to =2xclude the cperation of +the
OARSI, DI and 4TI trust furnds freonm the budget of the United

ovarnment as submitted by the President and frcm the

n
n
(2]

tate

Ly
(@
£
(9]

oNn¢g icnal et.

(®]
o]
r1
(]
0

<
b3

Now, my understanding is tha* ic what is in our committee
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print. Bob, is that correct? 1Is that what we have in the
prini?

Mr. Mevers: Yes, that is correct.

Senatcr Heinz: The thirid ororositicn --

Senator irnstcongs Is the second cpen for discussicon?
Jeinz: Yes, but ycu might want to consider the
last twec together.

Senator Aramstrcng: Okay.

Senator Heinz: They are separabls, but I think you
particularly will want to consider them together. TIf we only
agreed to tha second proposition, the one I just stated, we
would still be subjecting, as I understand it, the Social
Security trust fund to the reconciliation process as I
understand the Budget Act.

FranXxly, I do nd not want to see the %1d Age zand
Survivors Progranm or the Disability Program subject to the

reconciliation rocess. Cthervise, the exercise that we are

'

goinag throuagh t> set the trust funi

0

apart from the unifiecd
budget will resally be an exercise in futility.

I think it is terribly important that Congress look at
this program, Iook at it hard but not look at it on a
Ode~-vear, two-year or thrse-year basis and try to deal with
it piecem=221. We have tried +hat befzsre, and svery time we

have tried it, evervon

m
=]
u
n
tr
(]

ur zg¢ainst the 705t serious kinds of time limits and croblenms.
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So we 2nd up dealing with vhat we are dealing with today,

the Social Security compromise from the Commiscion with very

little margin in teras of tims for =rror. So th2 next part
that I would propose is *o exempt, effective Cctocber 1, 1988,

DI trust funds from anv

£

the orerztions of the 0AST an
general budget limitztion on expenditures sr net lending
budget outlavs imposed by the Congressional Budget and
Impoundment Control Act of 1974 andi frem all other provisions
0f the Act with the exception 5f Title 10 relating to
impoundiment ccntrol

It is ny understanding that wouild effectively free the
0AST and DI programs from reconciliation. It would not,
becausz T havs pot includ=2 it, free the health insurance,
¥Yedicare, frcn recdnciliation. It wouldn't free HI or SNI.
Those are not included in *he ctrorcsition. I +hink these
have obvicusly unigue problemse. They are guite different in
Aany respects from Sccial Tecurity. They are affected by a

s that have nothing to do with the kxinds of

()

lot cf for
forces that drive Social Security.
For example, health care costs rise at a rzt2 much more

rtapid than the increase of in€lation generallv. Two ard a

ot

half times is what is exprected for the next 10 or 15 years.

That is ona2 of the rszzsons we have scme of our rroblems in

the Medicare program expecta2é later this deczde, hecause of

[¢]

the unigue characteristics of it.
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So I would hope the commitiee woulld agree with this.
Obviously, not zverycne is here, and any declsions we make
will not bind “h2 committee at this pcint. I Xnow ay friend

na has 3 different rpoint cf view. e have talked

-+
]
O

Bill Aras

about this on many occasions. T resrect his point of view.

4}
0]
h
(8]
"

€ I get into a d=bate with him, I want to check with

to make sure that what T have rroposed indeed does

Hy
Hh

the

0n
rt

a
vhat I propos= it to 4o.

Yr. D2Arments I think it does, Senator. It would have
that effect of resmoving it fronm reconciliation, and the idea
of having a separzte committee amendmen+ would, if a peint of

er is raised under *he Budget Act, the Budget Act requires

P

L

or

(SN

thazt any amendment or bill which changes the bhuiget prccess
must be reporitsd out of the Eudget Committee. It is a
protection cf ths Rudget Committe='s Jurisdiction. That way

we can deal with that matter separately, and if that pecint of

would not taint the entire biil.

~
[
+

order is i

rt
W]

n
m
o]

1l to the committee's attention the views of

-
[
£
0
fal]
p—

¥ou
Senater Domenici. Fe has written *o Senator Dole. He has a
letter. As you 2igzht imagine, he opposes this affort to
remove it from thes unified hudget.

Senator Pzckvwocd: What? I couldn't hear you.

Yr. DeArment: Hz opposes this. I can have copies of the

Senator HY=inz: Mr. Mevers, as you understand what the
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Commission recommended, not everycrne was for it, admittedly,

would you 3agre that what the majority of the members cf the

Commissicn acreei to was basically what I prcposed?
¥re Mayers: Yes, I believe thzt was *he intent of the

majority of the MNationzl Commission that voted for this, to
Cemove it comclet=ly from the budg=st process and the
reconcilation process. In other words, have it be a
self-contained sort of social insurance system.

Senator Heinz: We have some reprasentatives of the

Sccial Security Administratior here. ¥Yr. Simmons, cculd you

t

tell us how the Social Securityvy Administration would like *ec
see this handled?

Yr. Siamons: We lookesd at the recommendation of the
Commission, and we are making a preparation to do the kxind of
study that is coming out of the House side, the House bhill
that would lock at the whole icdea of remcving Sccial Security
2s an agency f-om the government and make it an independent
agency. On this issue, this we wculd view ag a congrassion

prerogative. %e Were pleased with the Hcuse bill which makes

Q)

1 sSerarate display so that the point zan b2 batter made to
the taxpayer what is going oan.
Whether or not vou would take it out of reconcilation, I

don't knowe You =2re talxing about 3 thirdi of the national

budget, znd fcrever after *he reccrdbook wculd have

=]

asterisks, why ths buiget suddenlv shrank by a third zafter
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all those years.

You have some practical ccnsiderations like thz+. From

th2 point >f viaw of publiz confidence in the systenm,
displazying it serarately reessures peorle the money is not

]

being used *o finance wars or whatever it ic. hsre are a
lct of amvihs about how the money is used, but froam a
bookkeeping view or anything else, I don't think it has any
rezl impect whatsoever.

Senator Heinz: And as I unierstand it, you feel it would

be healthi=r for the system and safer for the Social Security

System if Social Security were treated as an agernc

=

independently, and secondly, that its accounts wWere treated
iniependently. Is that correct?

¥r. Simamons: The least we would like to see would be the
accounts shown separately so that at some point in *he
budget, which is alwavs a confusing document ever to people
who pass 2n the budget, let alone those who live with it, if
that could be shown as a unit and 211 of those numbers up and
down and s© forth are understood, whether or not it goes back
into ra2concziliation, there is an issue that OMR would address

and, of course, the Budget Committees woul?d addrecss, and that

1s not in cur arez cof expertise.
Senator Heinz: VNow, one of the real concerns *hat I have
is that, =zssuming we enac* this leagislation scmetine in the

=
[}

not toc Zistant future and that it 3osc do 1!

b

xind of Jjob

.
9]
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that we think it is going to do, the trust funds, the 01ld Rge

and Survivors and Disability trust funds, 2re going to build
ur scme very consideratble balances in the 1¢90s.

¥r. Simmons: That's correct.

fenatcr Heinz: If Socizl Security was par+t of the +he

5%

unified budget, if we l2ft things the way they were, would
you anticipate that Congress might be more tempted to expand
spending programs in other areas because the budget looked,
if you will, favorably balanced?

Y¥r. Simmens: I would never presume to guess what the
Congress would do, but that has happen=d in the rast.

Senator Heinz: That has been my experience.

Mr. Siamons: One of +he things that I think displaying

it se

0

arately dces is when all of these numbers are being

bandied about the press during the normal course of tha

|-
=)

budget cycle, if those numbers have tc continually be

referczd to

9]

eparately even though they are under the

W

reconciliztion cc2ss, at least that would tone down some of

lo)
[a]

the idea that we are in a surglus now.

b~

Am nd>t ap economist, but the bottem line of the budget
arsument is always how much are ycu taking out of the econony
and how much ar=s you svending back at it, and no matter how
you cut thes czxe, they are the same dollars coming from the
same ToOCket.

Senatoc Ha2inrz: Those dollars won't chanoge, I agree with
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Yyou, but it would seem to me unless we do separate the two

there will be :that tendency ¥f5r Congrass to do shat it s>
often has <one in the rast, which is any time cur finances
Se2m ts look joci in the budget presented, we have this
tendency naver to say no to bright people with gocé idezs.

The result is we tend *o get a budget that grows terribdly
fast.

Senator Packwood: Bill, any comments?

Senator Armstrongs Mr. Chairman, is this before us for

discussion, for action? What is its status?

Senator Packwoondi: It is heforz us for discussion. We

4on 't take any sction today. He are not goinc tc take any

action right nowvwe. I shouldin't say todav. I don't know what

the Chairman's pians are.

Senator irmstrong: I don't want to belabor the point. I

just want to e sure I understand. I think I #will wait till

+ 2nd1 then I would like to answer one

I£ the Senator would yield to me, my understanding is you

have advocited both a separats agency and a change in *he

budgetting function, but as I rerceive the amendment now

before us, or at least that is being discussed, it only

rzlates t» ths three budgetary issues you have mentioned.

That is correct.

irmstrengs Is it ycur view, Serator, that this
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is within the Jurisdiction of the Senate Finance Committee?

r

e Senator heard me

n

erator Heinz: I dcn't know if th
earlier on this point. I beliesve in ocrder to avoid getting
into the business of some cther committes, we muct handle
this as a committse amendment on *he flcor. What T have

proros23 is whatever it is we agree %o be handled as a

Q

committee amencdment sc the entire Senate can address it now.

Senator Armstron I did hear that. Yy guection is does

Q
o

the Senator believe it is within the Jjurisdicticn of this
committee?

Senator Heinz: I believe this is properly the work of
the National Commission on Social Security, and the
Commission, cn which we both served, did address this. And
as an advoczte for the work of that Commission, it is ny
belief we should nandle it coansist2nt with th2 Senate rules.

¥ow, the Senate rules would subjec* me to 1a point of
order if I attempted to 2amend S.1 or Senate S.1 and rerort
that to the floor, hkut I 4dc think wve are within ocur rightse.

ts rights to report a committee

'_4.

This committee is within
amendment that can be discussed by the entire Senate
embedying our recommendaticns.

Senator Armstrongs T azm a little lost. Yy question
wasn't really to that tut simpiv whether or not the guestion
of the display of this in the budget, in the congressiconal

budiget, thz handling of it in the unified tudget submitted by
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the Zxecutive Branch, and the third issue of the budget
reconcilation grocedures, my Juestion was whether that was
within the jurisdiction of *he Finance Cormi+ttee.

e
19

Senator Heinz: I think as members cf the Finance -- this
is my answer to ths Senator. I think 2s members »f the
Finance Conmitte2 we are free o take whatever positions we
wante. We are United States senatcrs first. HNe happen to be
under the organizational scheme ¢f thincs members of the
Finance Committee.

-
"

Wrat I am proposing is as members of +the Financse
Committee, in effect we take a positicn on an issue, and that
issue is as I havz d=2scribed, 2nd that 2s memters of the
Finance Committee we raise that issue in the crroper forunm,
which is on the floor oy way of a committee amendment.

I think tha2t is perfectly proper.

Senator Feckwood: Let me ask it another wav if I can
because I think I see what Pill is driving at. Clearly, I
think what John sazys is prcbably lega2lly ccrrect. Anyone can
offer anything th2y want on thz Senats floor. You are asking
for a resolution Dy this committee, anéd I don't mean it in a
techniczl sense with a capital "R," a resolution of this
issue, a vote within the committee, members indicatina that
if they support it or oppese it, it will not be in our b»ill,

in our conference repor=. Zut vou will then

it will not b

W

offer it on the flcor. fou may cffer it even if the
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committee do0esn't 7O aloné with it, but you would like to
have the authority of the committee recommendaticn behind it.

Senator Heinz: I would indeeé¢ like tc have i+ offered as
a committee amendrent with all of the support that that
implies, |

Senator Armstrong: Mr. Chairman, my desire is not to
thwart the Senator's right to offer this on the floor, but I
do not think it may be properly offerzd as a committee
amendment. I direct the attenticn of the committee to the

1.5, an?2 I guote: "It

[{V]

standing rules of the S=2nate, Bul
shall not be in order *o consicder any prorosed committee
amendm=nt (other than a tschnical, clsrical or conforming
amendment) which contains any significant matter not within
the jurisdiction 5f the committee prorosing such an
amandmant.”

Aside from the rules, that rule is nore than a mere

e prccedure by which the

o]
in

technicality, it is a common se

issues which the S=2nator

(1]

Senate manages its business, 2nd th
has raised, and I do agree with a3t least one of the three
proposils A2 has nade and I might agr=se to a second, but I

would not agree, partly because T am 2 member of the EBudget

v

Committee but more because I ap a senator, that it is not

[y ]

i

o]

wise for the Sepnatse ance Ccormittee to propose amendments
which deal with the Jurisdiction cf cther committees, whether

in the zcasz2 of this prcposal,

n

it is the fudzet Committ=ze, a
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or the Government OJperations Committee, of which I also
haopen tc be 3 member, with raspect to the breakinc ocut of

darates agency.

[77]
n
w
n
m

s

D
0

oth prcpositicns wecrthy of sericucs

o

Thcse are
consideration, hut I think not of a2 committee ameniment of
this body. So my suggestion would be whatever acticon we
tzke, it not only be separated from this bill but i+ ncet be
in the for? of a =-ommittz2 am=nimsnte.

Uf course, the Senator would still be abtle to offer it on |

-

think, as a commi*ttee amendment.

-+
e
¢V}

th
o

cor, but not,

]

{

Senator Heinz: I don't know how we resclve that
parliamsntary dispute in the committee.

Senator Armstrcng: Tt is no dispute. If the committee
vants to vote‘to submit 3 committee amendment when it gets to
the floor, if somsone choocses to make a point of crder, the
pcint of order will hHe --

Serator Packwood: Sustained, I think.

Senator Armstrongs I bDelieve it would be sustained. I

have explored the matter with the parliamentarian with

20

21

22

23

24

respect to other similar issues, althougch I haven't raised it

wit respect to this sne.

Senator Heinz: The Senator raises a gaccd point, an

interesting pcint and one I will do scme research on.

th

you or raising it.

I say to the Senator, that

(¥}

()
D
4
ct
3
1
o
1)
-

L

£
cCon

EE]
ul

en3TdC AT
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it would be better service to the propcsal to consider at
lezst introducing this measure and asking the 3Budget
Committ=2e to have 2 hearing on the budgetary portion of it,
and the Gecverment 2ps Committee to have a hearing on the

Government Ops por+ticn of it.

=]

sense there is a lot of suppcrt for this
proposal, and it is not ny desire to frustrate tre will of
th2 Senate by being overly insistsnt on th2 procedural rules
except to the extent it is necessary to give everyone a

chance tc understand i+ ani rez2lly decide thev wart to do

Senator Heinz: I think the Senator's points are well
taken. I 4ill check with ths= parliamsntarian hecause it
obviously would not te productive for us to proceed with an
amendment that might b2 subjesct *o 3 coint of order. That
would frustrate evervone, T 3m sure.

Senator Arastrong: The parliamentarian would like that.

Q

Senator Heinz: The parliamentsarian w#ould enjoy that. Tt
helps pay his salary.
Let me ask staff if they have checked any ¢f this with

the rarliamentarian.

"3

Mr. D=2Arment: Senztor Heinz, we have explored similar
issues. One in recent memory whers this committee reported
out matters was in TEFRXA. Senator Packwood rzmembers *hat

particular matter, that we reporcted out the spending portion
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under the 2viation Trust Fund. There is a standing rule of

the Senate.

Senator Packwocd: That was under a reculiar arrangement,

Senator Eeinz: If it is a separate amendment reported by

\

|

i

however. i
¥r. DeArment: Yes, it was a peculiar arrangement,

Senator Packwood: Where a majority of the Commerce
Committee agreed tc let the Finance Committee do it. I
acguiesced ahead of time with a letter signed by a majority
©f the committee.

¥r. DeArment: 2ni in fact that committee amendment, T
believe, was never acted upon by the full fenate. The
parliamentarian is likely to rule that +his violates, what is
it, Rule 237

Tenator Armstrong: No, I believe it is &S5.

¥r. DeArment: 2t any rate =--

Senator Arastrong: 55.

¥r. DeArment: Ye is likely to rule this is a matter
within the Budget Committ=2e's jurisii-ztion and must be
referrad to the Budget Committee. That is the reason it
seemed wise to have it as a serarate amendment rather than an
amendrent to the bill if the committez chose to do it ai all.,

|
|

the committee, is it subject to a point of order?
Mr. DeArment: Yes. As T understand it, any amendment or
|
|

bill.
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Senator Feinz: Then what We can try to do is ge+t 3

the committese amendment which will

[ ]]

sens2, is have 3 sense o
put the committee on recoré as to whether or npot it supports
it. Obviously, we don't want to dc things that the cemmittee
doesn 't support. I would think that would be --

¥r. DeArment: That would not have the same infirmity, a
sense of the committee resolution which could be attached to
the till laying the groundwork for a floor amendment.

Senator Packwoods: Jack, 4o you have 13 guesticn?

Senator Srassley: Yes, Mr. Chairman.

Is it possible under the motien put forward by the
Serator from Pennsylvania that it can be divided so Wwe can
vote on r2moving 3Sccial Sacurity from the unified budget and
Yet still have it subject to the reconcilation process? If

thit is not possible, I would like to offer an amendment to

the amendm=2nt to make it possitie.

Senator Heinz: (Nods affirmatively]

Senator Packwood: He indicated it is severable and would
consider it, as I r=2czll, tut the process he is following --
You came in as We were talking -- is he asked us to present
whatever it is we present, whether you Serarate it or not as
a committe2 amendment, not actually a part of the report by a
committee amendment to be offered on the floor so this bill

djoesn 't come out f %he Finan-e Committee tramepling on +he

1y

(@)

jurisciction of the Zudge+ Committee.
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Thzt is roughly where we are right now.

Senator Grassley: Does that particular procedure here as
a committee amendment, then, preclude on the Senate floor
voting on them 3as separatz issues?

Senator Heinz: ¥No. I think they are severable at any
point a3t any time, I say to mvy good €friend.

Senator Grassleys I would like tc speak in support that
they be divided here so that we have a separate sense of the
Finance Committee oh the separate issues, and I would like to
speak in support of removing it from the unified budget.

Rut thé reason I am oprrosed to not having it separate
from the reconciliation process is because if this compronmise
goes through 3s it came out of the Commission, then we still
have the possibility of interfund borrowing as one thing that
we oucght to be able to address every year threcugh the
reconciliation process, and secondly because of what is
referred to as normalized tax transfers, still somewhat of a
gimmick for se=2ing that general revenus supports the systeme.

I think as long as we still have the security or the
soundn2ss of our Sccial Security Svstem based upcn those two
things, th=2n cbviously there is plenty of reason to have it
subject to the reconciliation process.

Senator Heinz: What I will do, then, I will offer, when
we get down to our real work, a sense of the ccmmittee

\
resclution that will combine the first two elaments, the !

ALDERSON REPORTING COMPANY, INC,

400 VIRGINIA AVE., S.W., WASHINGTON., D.C. 20024 (202) 554-2345



10

11

12

13

14

15

16

17

18

18

20

21

22

23

24

25

100

|
separation into functions and the separation from the unified
budget. My second sense will be separating it from
reconciliatior. That should give the Senatcr the kind of
divisicn he desires.

Senator Moynihan: Will vou yield for a cues*icn?

Senator Packwood: Senator Yoynihan.

Senator ¥oynihans: H2 said serarate functicns.

Senator Heinz: I say, Senator, we have not yet addressed
the 1ssue o5f Social Security as an independent agencye.

Senator Yoynihan: But ycu will be getting to that, or we
will?

Senator Heinz: I think we can get to it right now
because it is somethino you are very interested in and I am
interested in.

Senator Moynihane: Fine.

Let's start, ¥r. Chairman, may we?

Senator HYeinz: The Senator from Yew York has expressed
an interest which I share in moving Social Security, the
Social Security Administration forward as an independent
agency. There are some problems associated with doing that
and it need not be something we should consider lightlye.

But ths Commission on pags 71 of the Commissicn's report
did indicate that there were a considerable number of
advantages to having Social Security as a separate agency,

not the least of which is it has 2 large a2 budget as any
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other agency in the Federal Government, including the defense
buiget.

There is also a feeling, I think, that making the agency
separate, serarating it Zrcem HHS where it is now lodged,
wvould =nhanca the percepticn that Social Security is indeed
independent of politics, as well as scme kind of
Machiavellian budgzet procass, and that we ccul? inspire a
good dezl more confidence in the procram if we had it
separate.

dhat I would propose and what the S2nator from New York
wouls propose would be an implamentation study which wculd be
completad ty January 1, 1684, It wouvli be condiuvc+ted by a
presidentizl commission of experts widely recocnized in the
field of government administration, s>cial insurance and
labor relations, and it wouli be anticipatoi that that
commission, follcwing the Commission's recommendation, that

what 1t r=2comasnd=d would be in place by 2ipril 1, 1984,

§a.

I would be happy to vi=ld to my friend from VNew York,
with whom I have worked very closely on this bill.

Senator Y¥oynihan: The Senator corractly characterizes
the Yajority view. I think it would be useful to point out

that, as the Zenator from Pennsylvani2 has said, we go

SO 2 sense in which we would te going

fu
‘-.l

forvWard but there is

riginal agency was 2n inderpendent

o2
1
(§]
o
*
o)}
r
fu
>
i}
0
[}
[
n
(V]
ot
=
]
O

[a

agency 2and werked -- Dr. "evers could protably tell us, it
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was a good 16 years 9r so -=- as an independent agency, was it

not?

¥Yr. Meyers: Yes, I think it was abcut that length of

(99

Senator Mcynihan: And 3t workad well. It served
evarybody’'s purposss. I think if the committee can acree to
this measure, the commission that we contemplate should
consider whether the health insurance should be included in
this indep2ndent agenzy 25 well. It would be my assumption
it shculd. In any event, 7e will have to legislate
eventually,

But it is the fact that this is a confidence-tuilding
measure. I don't want to be in any way critical, bdut it
se2ms to me that 2as 5 branch and, up until now, a
not-very-controversial ar=2a2 of the Department of Health,
Educaticn and Welfare, the secretary of that body was always
doing other things much more urgently.

We look ur and we find that, very frankly, there seems to
be a manag=2rial problem in Social Security that verges on the
critical. I velcome Hr. Simmons® view on it. It is a
question of have vyou been able to get the datz processing
equipment vou need and have you had tha minaigement resources
you need, which I think you would be more lixely to get as an

independant z32nzvy than in someone 21s2's budget, and pretty

w

well in this recgard down the line of attention sran.
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[#Y)

4ould there be scme comment? I think the administraticn
is probkably not for this, but I think the point ahout the
management ¢f the system is a rezl one.

Mr. Simmons: W2 2o, of courses, have incresdible
management pro-lems, and very few of them, we think, have to
do with our r=iationship with anvy cthrer agsncy. The biggest
problems we have are the years nothina was done about thenm,
and we are in a crisis mode now, esrecially in the computer
sSysten.

The biggest problem would be if we are going to d¢ a
study -- 2ni we ars doing z study. The House bill calls fecr
this also. It does not call for implementation richt awvay,
though. The biggest problem, obviocusly, will te less in the

bureaucratic aspescts than in the overlapping programs +that we

For example, in Social Security we now have the 4elfare
program, SSI and AFDC. We evan have the refugee pregrams and
all of th=sse programs relayed across town to znpcther z2gency

care ani Medicaid.

[

with anoth

]

run that affect others.
T program likz ¥ed
Senator ¥oynihans: Right.

Mr. Sinrmons: So if you were to create a separate agency,
you are talxing about either a wholly income maintenance
oparat24 agency Oor an ageancy that would still have to have

very strony rureaucratic and line tiss with other acencies

which have thas2 other progranms.

ALDERSON REPORTING COMPANY, INC,

400 VIRGINIA AVE.. 3.\V.. WWASHINGTON, D.C. 20024 (202) 554-2345



10
»ﬂ
12
13
14
15
16
17
18
19
20
21
22
23
24

25

104

ihan: dhich is what a goo3 study s=should ke

o]

Senator Moy
designed to do.
¥Yr. Simamonss It would bhe a major undartakxing, anpd I

suggest that if this were toc te done wi*h an eye o
implementing this three months after semething is produced by
a Commission -~ I thinrk I heard those dates gc by ~- it would

be January you d4=2zided to dc¢ it, and in April you do it. You

can't even fire a GS-15 in three months.

Fh
[
L |
()]
a1}
(]
n
|
-—
n
‘o
M
r
(&0
(0]
jo R
-

Senator Moynihane You can't
althouch that is not under oath.

[Laughter]

dr. Simmons: To zarry it out, as the actuaries say, on
the average over time you can’'t fire gnyone in gcovernment.
But I wcull like ‘o see practical deadilines put on something
like that.

Senator Heinz: what would be rractical?

¥r. Sinmmons: I am thinking, assuming you are talking
here about procrazs that are ocrobably 40 percent of the
natioral budget, I would thirk if vou are goint toc de a blue
cibbon study, ths =tudiy wouli be a relatively easy thing to
do, but the implementatiocn -- vou have to ao threuch all of
the committees of Congress, “or example.

They would want +to have hearincgs and talk about the
implications of this and all cf this because we report to

2ight or nine zommittzass 2n both sides of the Hill1, So you

ALDERSON REPORTING COMPANY. INC,
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have a lot of practical consideratisns like that, and I woulgd
think from a practical coint of view the decizicn peried --

Senator Heinz: Woul? a y=2ar be sgfficiant?

¥r. Sinmonss: Probably a year in order to meke sure that
decisions made by the Conaoress during that iime ara2 feacsidle.

Serator ¥oynihzn: Then we Jus+ change the languace to
January 1, 1985.

Senator Packwocds Further comment?

[No response]

Senator Packwood: Let me tell you what I have asked. I
have asked‘to See if we can get Beb back frem the flocr, if
we can lay aside withholding f2or a while. We have numerous
other issues on the jobs %ill we could take up, and there are
clearly enough people around here to do businecss today.

I woull Jjust 3as soon and I think the Chairran woul? just
as socn go as far as we can tonight if we can. We have been
operating on a catch-as-catch-can bacsis with people coiming
and goinge. Senator 3oren and PBradley are both przpared to
come back if necessary.

So I have askz? for the moment for my staff to call both
Bob and Howazrd and say can we get an agreement to lay aside
withholding, prejudice no one's interest, gc on to some other
amendments znd see 1f we can't do soma othar wvork her=z. T
am, frankly, reluctant, althouch we are allowed tc vote with

seven, reluctznt tn have a buzh of 5-2 ¢or 3-u votes, lesaving
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the record open, everyoné elss can vcte, and have to Creargue
and undo what we have already done.

Why don't w2 take about a five-minute break while we are
making this phone call tc sece if ve can get him back.

[RPecess]

(]

Senator Packwocd: Let me make an announcement, if I cane.
The Senate has rascessed until 10:00 tomorrow. I susrpect the
Chairman will be over soon anc we are in a position to meet
for a substantial number of hcours and €inish this this

eavanin

\‘,

+ L hope, although I cannot steaX for him. The Senate
has gone out, so we will not be occupiéd or the flcor.

[Fecess]

Senator Packwood: The committee will come to order,
please.

What we would like to do until 30b cets here is listen to
Sheila *azlX, if w2 might, to prospective reimbursement

te rzcess2i, there is a possibility

€2}

2n

W

because now with the
we can finish, and this is one o0f the issues we must face.
So Sheila, if vcu could start with ths explanation. Let nme
call the members who are here.

¥s. Burke: Senatocr, you should have in front of you a
document entitled "EIxplanation of the Administration'’'s
Hospital Prospective Payment Svysten. "

Senator Packwsod:s Yes, printed in »old type.

¥s. Burka: VYou shouli have onclosed in that dccument an

ALDERSON REPORTING COMPANY, INC,
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additional document entitled, "The KEouse Ways and Yezns

Committee Decisions" on *that same piece of lecgisla+ion.

Senator Packwcod: That is correcte.

¥s. Bucke: That follows numerically the docunment
presenting both the administration's proposals, and enclosed
and attach=2d z2r= the staff recommendations on sach of thece
items. So as we go down, you will be able to determine what
Ways and “eans has done with respect to those same
provisions.

Senator Packwood; dhere are the staff recomnendations?
¥s. Burke: On the far right-hand side, Senatcr, under
"Recommendations."

Senator Packwood: All richt, thank vou.

¥s. Burke: The proposal that was presented to the
committee by the administration and introduced is a proposal
that is designed to move frem the current cost-based
rceimbursemant system under Mediicar= to 3 system --

Senatcr Packwood: Let me interrurt again. I am still
confused. In the column on the right-hanéd side where you
have summary on the left, on the right it szys "Similar to
administration proposal.”™ Is that the staff reccmmendation
colunmn?

M*s. Eurke: VYes, sir, it is.

Senator Packwood: Thank voue.

¥s. 2urke: The first cclumn is the iscsue. “e have

ALDERSON REPORTING COMPANY. INC.
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broken them down tc major issues. The seconéd celuamn is
current law as identified. The third is a descrirtion of +he

3dmiristration propeszl. The fourth ~slumn, the one to the
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far right, are the sta<s receommendaticns.

m

Senator Packwood: I am confusedi, I have cnly +wo
columns._ 211 right. You mezn in the big¢ chart.

Ms. Rurke: Yes, sir.

Senator Packwood: What about this sheet in here?

¥s. Burke: That item should be identified as neing the
Ways and Yeans Committee's decisicns, and thcse zre in the
same order as those contained in the book.

Senator Packwood: All richt, thank you.

¥s. Burke: As I indicated, the prcposal in general is

design=d t» move us from a System of cost-based reimbursement
for Hedicare tc one of prospectively estatiished rates, using
a8 system referred to 3s a DRGC system, which establishes rates

that reprasent differsnt iiagnosis-related aroups “or patient

care.

D

The first item on rag
that which basically indicates that the Secretary would be

required t> determine a prospective rayment amount for each

hospital dischargas, 3znd thosa discharyas would be categorized

into 467 grours whichk take into consideration the diacnosis
and the care provided to that rarticular individuzal.

We would recoanend acceptance of that par+icular
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proposzl, as did the Ways and deans Committee.

In adiition to> the administration's propcsal, we would
also suggest 2 particular item having to éo with those
services that are traditionally prcvided in hospital that are
sometimes under limited circumstanc2s provided on a contract
basis with an outside provider.

Under those circumstances, Medicare would pay for those
services under Part B, commonly known as the physician side
of the program. A good example of this would be the ¥ayo
Clinic that has a hospital it contracts with to provide
services.

We would from this point forward prohibit under Part 2 of
Medicare -- that is, the physician's sicde of the program --
billings for services provided to in-patients, with the
exception of thos=2 limited circumstancas that thé Secretary
identifies where it would cause particular difficulty to an
institution.

In those cases we would recommend that the Secretary be
granted authority to waive the general rules, the prohibition
on paymant uniar Part B for the pericd of time of the
transition in this piece of legislation, which is three
Years, and to m3k2 arrangements fcr those institutions which
accomm>dats their needs.

We would 21so sugcest that if such a waiver were granted

ot

to an institution -- for axample, the Yayo Clinic -- 3+ the
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end of the three-y2ar transition, the Secretary would re able
to provide for such method of rayment under DPart kA, that is,
the hospital sije, as is appropriate given the orcanization
structure.

Cn pag=2 4, Item number 2, the DRC national standard
rate. Under the administration's prorosal, the Secreatary
would be required to determine a national standard rate per
discharge, that is, a nationwide rate for sach of the
discharged. That rate wculd be basically the product of the
standard cost lov=21 for that dischargz ani a weighting factor
as the Secretary Jetermined to be appropriate.

We would accept the administration's proposal *o develop
a naticnwide staniard cost per cas= by DRG, and in addition

require an establishment of a separate urban and a rural

standard rate on 2ach of those DRGs, both nationally and on a

‘regional basis, and that r2gional basis would be based upon

four regions in the country.

You will note if you are following the Ways and Means,
they chose tc establish nine regions. We would suggest using
four regions, so you would have a national rate, bcth urban
and rural, you would have a rate by reginsn, both urban and
rurzl.

Item number 2 provides for a waje aijustment to each of
those rates, takinro into consideration the different wage

patterns throughout the country. We wculd accept the
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1 admninistration’s 2roposal to modify with a2 national average

2 rate fcr discharge ad3usted for area iifferences in hosrcitz1l

3 wage levels, and 21so using a2 regional wage difference

4 because we are =2stablishing, as I indicatai, beth national
5 raztes and regional rates.

6 Item numbsr 4 on page 5 of the booklet is thre

7 establishmesnt of the initial payment level. Under the

8 administraticn's proposal, the national rate for each cf
9 these 2iagnostic sroups would be derived from Medicare's
10 historical cost data. That would be true alsc under the

11 staff propocsal,

3

12 We would, however, suggest again that there is a
13 recognition of urtan and rural, regional and national
14 standard rates, d2rived, again, from historical MYedicare cost
15 data. In terms of updating that information to account for

16 1ncreases 1in industry-w#wide costs, the administration would

t simply updating by a factor of market hasket, that

D
n

17 sugg
18 1is, the amount that represents the costs of gcods and

19 servicss that institutions have to purchase.

W

20 We would recommend ucsing the market basket plus one

21 percent, which is what is currently contained in the TEFRA

(7

22 provisions agres to last vear.

23 Item number S provides for an annual ad Justment that
24 Wwould be made to the rates to againr accommodate the

2f goods ané services purchased by

n

25 1lncreasing cost
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e would amerd *he

o
0
[
s
<«
s
0
]
in
.

institution tc providé

administration's preposal again to provide +tha+ +he update
would be 3 market tasket plus 1 percent.
In rates set for subsecuent years, these atter 18382, we

would lesavs it to the Sscretarv t5 2stablish a level
necessary to provide Zor adequate compensaticn for efficient

We wculd zlso recommend the establishment cf a commission

17}
n

0of exXrerts to cr2tary in making decicions wit!

o
1

sist the
respect to future years and how you might update the rates

that would be paid

f

[ =]

nde

a}

2 DRG system, again =tzking into

e items necessary to provide care, the

it
o

consider=2tion all of
kinds of changes in tecnnology and the quality of care needs
unler thos2 partizular DRECs.

Ye recommend that the Secretary publish those rat

Y

o
n

anaually and that *+he commiscion *hat is established report

m

to the Conzress and to the Secretar kv Roril 1 of each year

on the adeguacy of the paymen:t rates established %y the
Secretary and with sugosstions as to chang=2s in those rates
2n a v=2ar-to-year jasis.

S notsd, in making its

4

The ccmamission, as

ke into consideration the

t
]
(9]
O
'-3
=
D
:

£
m

Tl
2

tisns vwould =2gain *

marXet pasket of zervices, the rrcductivity of technological
€.zDaes 1n recaent vyears with resrsct ts thocse services, and
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takinag into consideration the quality and skill level of
professional nursing services provided in institutions to
maintain the zuality of zare to those individuals orovided
services in thosa instituticns.

Item numkter 6 on page 8 refers *c the recaiiktration of

those rates. That is desi consicderation the

ot
(9}

in

D

nei to tak

®]

2o}
(9]

different weighting in establishing the TRGs. The rrincircles
of DPGs is tc 2stablish 2 rate which takes into consideration
the différent types of services and the costs of those

services provided to any one type >f diagnosis. That is done

S1ng

1
{0

by loocking 2t an average 2né then increaszing or decre

t

the weight of that particular N"RG given the intensity of the
sarvices.
Clearly, over time you may wish to look at the DRGs

changes in the way of delivering care,

+t

[e N
[
Hh
th
]
P
[0)]
oo
t
}~
o
o
®
0
[e}]

use o
changes in technology and treztment patterns, the kinds of

services that z2re provided to a DRG or Wwithin a DRG. He

¢

would r=commeni zthat the Secra ATy be required to adiust the
DRG payment rates as acre information becomes available and
at least every five vears should be required to review the
DRGs and resguired to review them in ths context of the kinds
of services and -s=sources used in those DRGs.,

Again, thz commisssicn that would he 2stablished would
work with the Secretzarv in establishing +thcse kinds of

s 2f evaluation necessary to updzate those

)}

o)

Kin

v

changes and +h:
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Senator Yoynihan: ¥ay I isX, %r. Chairman, tc ask ¥s.

Burke, just out of curiosity, how many DECs are there?
Ys. Zurkeae: There are L57 curren+tly, Senator.

S. Burke: VYes, sir.

Senator Vcynihan: Thank you.

Ms., Burke; Item number 7 on page 8 deals with those
cases that are unusual and are referred
¢ases or cutliers. That basically is a case that would fall
outside th2 rangys of tha DEC and would he considered to he

~

particularly costly or have a long=2r iangth of stav than is

[4%
fu
<
(L
[a}
&)
Q
[11]
.

considere
The Secretary undsr tho administration's prcposal would
be authecrized to provide for édditional pavmen* arounts for
those :3sés Wnizh ars extrzordinarily cCstly to treat
relative to other cases within *hat same arcup. The
Secratary's progosal provides for that adjustment to be made

in the evant th2 l2ng*h of st2y for that individual exceeds

r1

-

ength of stay for that

Py 30 or mcre days the average

L2
'
(D]

particular

and Wwculd recuire +that ths Secretary, rather than simply te

gutherizsd to, b= rsguir=4 to crovide 3dditional vayments €or
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We would z21so reguire that the Secretary in viewing
outliers wsuld take into consideraticn not only the mean

length of stay by some fixed number of days but also take

"A
o |
cr
O
O
9}
-3
n
-
(WA
Ww
"
]
cr
-
Q
3
ot
or
w

Sost cf that particular cace within a

DES and the extant to which it exceeds the Average cost

Tor

(34

hz2t DRG.

I

We hava suggested that they lock at discharges that
exceed the mean length of Stay or look at 2 certzin number of
Standard deviations from the nean. So it will either be 2
fixed numbar of d2ys -- for example, the administration's
30-day recommendation -- Or some amount beyond +hat
particular mean langth of stay rer DRG in addition to a

spzcific zost.
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Senatdor Ycvnihan: May I interrurt?

s, Ssir.

m

¥s. Burke: v
Senatocr Movnikans You will just collec+ Your data and

czlculate what “h2 standard deviation is.

-

Ms. Ffurzes: Y=s, sir.
Senator Ycynihzn: End just do that administratively.
Ms. EBurke: Yo, sir. There vouléd Le an amournt

2stablishei for each DRG., We were looking, for example, to
twec standard deviaticns from the mean or sa specific day
numter te on the average, sc¢ the Secretary couléd look at
either of those in terms o5f m2asuring whizh case wouli be
particularly unusual or be considered an cutlier.

Senator Yoynihan: He can choose ei+her two standard
deviations from the mean or he can choose 2 number of days.

¥s. Surke They woculd look at both of +hose -- a

o

rh

scecific number of davyes or a specific standard deviation --
and wWould use whichaver is lecse.

Senator ¥Yovnihan: And it is two standard deviations?

)

5 what we ha? suggested. We are

e

hat
lcoking 2t what that wculd do in terms of the cost. If you
will note, on item C it indicates that resulting from this
policy we Want tc make sure +thzat not less than S percent nor

more than 5 percent of *otal Yedicare vayments to hospitals

1 by outliers, So #ithin th2 context 2¢ that amount of

it}

be us

Aoney we woull 322 vwhat standard devizticnes made sense and

ALDERSON REPORTING COMPANY. INC,

=00 VIRGINIA AVE.. S.W., WASHINGTON. O.C. 20024 (202) 554-2345




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

117

what linits made sense.

ectively, at least 5 and not more than X percent

Hh

But ef

of Medicares's cases would be ccnsidered, or cost in terms of

‘case.

Item number 8 on page 10 deals with capital expenses.
Under currant law MYedicare reimburses hespitals for the
reasonablz cost of zapital, whizh include jepreciation,
interest, rent. In addition, proprietary hospitals currently
Ceceive 2 raturn 2n 2 net equity.

The Secretary, as I indiczte, under current law simpply
pays this amcunt. It is considered a passthrouch. Under the
administration's proposal, capital costs woull continue to be
reimbursed on a reasonable cost basis, and the return on
equity Would continue to be paid as it is under the current
systen.

e would recommend acce?ting the administration's |
proposal 2xcept that we would make capital specifically
exclu&ed from the prospective payment proposal and reimbursed
on a reasonable cost basis.

In addition, we would require :“he Secretary to study and
report back to the Congress by no later than 18 months from
the day of enactmant specific lagislative reccmmendaticns for
including capitzl and related costs such as the return on net
equity undzr = proscective payment systenm.

We also indicate as of Oct*sher 1st, 18%€, capital costs
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will no longer be excluded.

Item numter 9 dezls with nedicz2l education exrenses.,

The Chzirmans Are there any items in disagreemen+?

¥s., Zurkes Yess, sir.

The Chairman: Are there z2ny items in disagreenent?

Ms. 2urke: VYot y=t, sir.

The Chairmens: 2Are any coming?

fs. Burke: I suspect there may be some, sir.

The Chairman: Why do we not move on *o those? I dco not
want to not go through it. But I want *o thank Senator
Packwood ani others for moving along 3as you have. And I do

not want to burien

bill today so that
am not certazine.
Fave

Senator

3

he Chzirmane
and I know Senator

have some.

obviously address those; hut I

workXinzs with crther

not c

(Y

\
|
|
|
\
would likXe very much for us to try to complete action on this
|
you 2ffered 1
|

Armstrongs

rtain

any of the members, but Senatsnr Raker

we might have it available. And T know I

your amendment, %ill?
(Nods negatively.)
4e have a lot of amendments tc deal with,

Armstrong, Senator Grassley and others

If there are guesticns on the Medicare, we should

know the staff has

members, and if there is no disagr=ement

everyone in the audience woulid a2gree, but

i and I

n
m

ement, have gone

b
fu

acT

si iast 3t 9:007

o}

e our mneeting night
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Ms. RBurkes No, =ir. de have tried tc accommodate as

v, and we

Q)

many of the sugcestions as were brought to us tod

re ¢f that

a

believe there are only remaining issues we arz aw
we were not able to racsolve.
The Chairman: ®hy do ve not move to those?

Senator Heinz: Mr. Chairman, Jd have m2ybe as many as two
of them, maybe not. I do a0t know. Cne we were discussing
with the staff would be ar amendment that would 21low HHS to
retroactively deny payment to the admitting physician if a
hospital is deni2d payment bhecause the admission was not
determined by the review authority to be not medically
necessarvy.

Do vou have any oproblem with tHat, Sheila?

¥s. Burke: ¥Y understanding of the proposal is an
adSus*ment wvwould be made in a dphysicisn's resirbursement if an
admission to an institution was denjed for that particular
case.

Senator Heinzs: Right.

Ys. Burke: 1In talking with the administration, it is our
understanding that in zome cases that does take rlace
currently. We understand with respect to surgeon fees, for
examrle, that has taken place.

tv. We had, as a natter of fact,

[
[
et

There has been diffic

01n3 the same thing ard thipk it

b4

indicated an interest in

mékes goocd sense. The concern was the ability of the
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administration or the carrier, the individual who zays the
bills, *to 3detzrrmine which gart o5f the physician's »ill weoul

be at stake. In many cases the majority of the denials are

t
[N

2ys of care rather *han th2 esntiras

V]

Q

on the hkasis

2 gquestiocn as tc whether it would be +

Q
f
“+
'.l
in

admission. <

physician's visit on that rarticular day or +he chysician's
Services 1n totzl to that individual patient.

What we would like to suggest is asking the
adninistra*icn to report back to us with somre stecific
recommendations as to how, in the cas=ss where Yedicare Part
payment is denied to a hospital, the related Fart 2 payment
for the admitting physician would z3lss be 2eni=2d, and to
basically work rack with us in trying to establish such a
systen.

Senatcr Heinz: Does the administration have the
authority to retroactively deny such rayments right now if
they wanted tc, 1f they felt they could do it?

Ms. Burke: My understanding, Senator, frcm discussions
with them this zorning -- and they are not in the room at

this moment, sc I would dcuble check that -- was that they

'
Iy
Q
o
™
<
m
ot
or
w
ot
m
o
t
o
Q
]
l.l-
+
v
[ ]

believ23 the

.« Surke: “hey 2c. That is our understanding,

d

he

Senator Heinz: That would be fine, Sheila. I understand

that in terms 9% the secon?d anendm=nt on Z=2moncstratiorn
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prcjects that has been included.
Ms., Rurke: That has been incluéded in the vrackage, sir.
fenator Heinz: Thank vou, ¥r. Chairman.
The CThairmans Senator long.
Senator long: I am very conrcerned abcu+* this rroposal,

1ly feel that and I would hcore that we could strike

[®h

I rs

[¢)]

an
this rpropecsal from the House bill and postrone consideraticn
until we know a 1ot more about it.

let me tell you the reasons I anm very weorried about
this. It sounded very gocd +*o nme during the administration's
testimony, but since that tims I have learned mnore about it,
ani it has caused me to have real concerne.

Is this not correct, ¥s. Burke, that this is nct exrpected
to save any mcrey for the program? It is supposed to cost
about the same thing z2s the existing rrogram. Is that
zorrect or not?

¥s. turke: That is correct. It is neutral under the
budget.

Senator Longs Let me tell you what my situyation is in
Louisiana. As I understani it, Louisiana is in the area

where we would exrect to cet overall a substantial increase

Y]

in cthe zmount of monev availabla hec use we have lower costs

0 #2 vwould be b‘eneficizries und=sr +his. But

th2n averazas, s i
under the progcsal, 33 gercert ocf cur hospitals would be
losers, ani they weould lcoss ahouyt 21 gercent of reimbursement.
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Now, if I could be sufe that in doing this those will be
the ones who sught toc be losing money, I would feel
differently about it. 3ut Sust Yesterizy it came *o ny
attention some heospitals which I do not thirk cughrkt to be

ntial amounts.

w

losing monsy znd which will Ye bY very subst

Some pecpls czme to me from Houston, Texas.

k)

Now, why would I be a friend of Housteon, because
Louisiana aospitals 45 not have th2 information to Xnow what
they are going to lose and what they are going to make. But

y from a

)]

here come these pecple to talk to us Just yesteri
major Hcuston hospital, including what I think is probably
the best hospital in the area, the ¥ethodist Yospital there.
That is a magnifizent hospital, probably the best in cancer
in the United States.

And they explzined ts me that they aré geing to have a
major cut in the amount of money the rCeceive in those

hospitals, anvwhere from %6 to $10 millicn per hesrpital. I
*1

<

tried to understangé 4hy. They said i+ was tecause *he are
put in this tig area, and they are then required to live with
the same rz2imburs=ment per cas2 of iischarg2 as are the other

For example, take VYethodist Hospital ther=z. They are
qualified tc provide a sugericr service. Thev 2re gqualified
to take the very high risk cazses. So much so I know of

relatives who want thars Just because they hzd 3 very high
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risk case and received very socd treatment.

But by being held teo *+he same kind cof standards as others
who have nothing like the staffing, the gualifications or
eguirment, they would re reimbursed at much lesser rates than

th2y 2re at the present, which would cost themr a ton cof money.
5o less a prerson than John Connally, who I think is

respected in this ccmmittee on both sides -- he served with

distinction as Secretary of the Treasury -- called me about

this on the telephone yesterdav. He acked me to talk tc

red

ry

4 t that they would be ba

o
[~

nd he poin*

(V]

those people,

(V]

()]

dding

1=
.3

ese cases and

’-A
Q
-+
or
w

under this amendment from takin
something =2xtra. You couldn't do it under the amendment.

You would lose 1ll 5f the reinbursament, cr else if you get
any at a3l1l; so that in their case vou would have to amend fhe
bill tc take czars of them.

And that same crcblen might apply to some of the
outstandiny hospitals in Lcuisiana, but that is just the
beginning 5f the problem. Llook at all of these other
hespitals that wiill te cut an average of 21 percent. How an

I to %now that thz cacse for cutting those hospitals is any

9]

better than the case for cutting X¥Xesthodist Hospital in

m

douston, Texas?
It se2as to me if we are $0ing to a2ct in this area, it
would be better if we can take enough time so that all of the

people in thess various. hcepit2ls 3arcund *he country can see
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why they would be cut and what they would have tec do to try

to offset it, so they could 2t least apreel tec us

'
D
th
Q
r
(D
E
0]

get into this thing rather than aftar.

As it stands now, the Lcuisiana hospitals are aot
adaguataly infora=23 to t2ll m2 what this would ic to thcese
who 2r= losing money a2nd what they micht be able %2 do about

it. Yeanwhile, if those who are theoretically the mest
efficisnt nospitals are given a big increase, that would Gte
fine. 2ut my impression as a legislator is if I do an

injustice :to orne fellow, the fac* *hat I tenefit two others

"

does not offset the fact that that one Eerson was tadly

treated.

ete

Th2t is why it se22ms to mes that we reazlly need tc take
enouch time =so that all cf the Fecrle ocut there ceould be
informed what this means to *heir hospital, and then they

could let us Xnow what their reac*ion is. For exzample, the

only cazase I know specifically that will get cut is an ERA. I

think we could correct that by amendmant, but how abou* 311
of the rest of tham?

¥s. 3urke: If I might, Senatcr, the issue you raise

about the treatment of different institutions under the rate,

in +the lonz run the proposal is designed to pay a single
Dtice per service. Inher2nt in that are a3 numter of

adiustnents which take intc consideraticn a numter of issues,

the

bh

ir
irC

-
S

0]

>f which is a %s2aching investment. Tha+
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accommnodates the additional cost teaching institutions will

t of their teaching activities.

[

bear as s resu

0

is the indirect costs of things that result

S

ot

The £

[
r

€ nursing students

o
o

beczuse there are interns and residents

rt
1]
I+

st xample. The

n

~r
LR

{8

in an institution. They order extra ’
teachiag 2ijustment provideé in this bill will be Zouble what
it is under current lzw so that those teaching costs will he
passed through, both dirsct and indirascs.

Senator long: The people I talked to yesterday, you
know, 2re as well advized as anybody. John Connally, former

Secretary of the Treasury, is one of their lawvers. Those

are the kind of pesople who find out what the law is we are

o

talking about. They dc not just come flyinc up to Washington

tr

to find cut what the hill is. They find out trefore they come.

Ani those p20ple tell me about their situation and that

D

‘O

that teaching thing will not cure it. Now, they can <show me

QA

how the bill coulé be amended to take are of that

situation. Then T look down here. Here is New Orleans
Hospital. That loses $2.3 millicn. They heve not been here,
but $2.9‘million is a substzantial amount of money.

aving is while T think we could, i1f the

n

What I am
commlittee wanted tc, fashiocn 2n amencment to take care of
these two or throe hcspitals, hcw ahout these cther 33
percent wh2re they do not Xnow what is going to happen to

them? And I do nct know, and T éo not See hcow we can be in a
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positicon to Jjudge whether we are Justified in doing this
unless we have th=z informatione.
I wouli be very pleased tc see scme efficient hospital

with whom I am familiar get a bPig increase, but I an

Pt
(B
Q
1]
t
QO
o
ct
~
}a
th
w
=
O
ct
[0}
rt,

concerned about these people wha wi
them rez1ly wvoulé have a good case acainst Yeing cut.

Now, how can you satisfy me about that when thev do not
know what is going to happen to then and I do not either?
What vould get cut?

Ms. Eurkes 1In part, Senatcr, cne of the reasons we
provii=3 for 31 transition, you will recall the

administration’'s oroposal implements the prospective payment

System as ci Octcher 1 of this vear. This particular

‘proposal racommanizd by the staff grovides for a three-year

phase-in. Those institutions would not te on a full DRG

PIyment system for four yezrs. It wculd be the

Q
0
m
M
0
tt
[
<
iy
'QJ
et

joR o
fourth year in which they were under a full DRG SYsteme.

The Chairman: The House has a five vear, is that corract?

Ys. Burke: That is correct, Senator.

Undier our crovosal, Senator, they begin the first year
with 75 percent of their rate Leing their own cost and 2%

percent of the razte in the first Year being a@ blend of a

cegionzal 322 2 national DES rits. So that we very slowly
bring them in Ffc¢or 2xactly the reason vou sugcest; *that is, it
1S & new sSvsSten,. Tt is one we need to be atle to Ssort out.
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It is one we nesd to be able tc spet the preblems, the casss
whare institutions are rsceiving less than they would,
althouzh in many czses they ar=2 keing hit aqually as badly

S provisions, as they wouvléd under

i

under TZIF, last ye=r
anything else.

But the design is to move it in slcwly sc we have the
opportunity to maks those kXinds of adjustments. For example,
we know we are not able to clearly identify the severity of
the case t> make an adjustrment in cazes like ¥ethodist wvhere
they have very sizXk patiesnts. We know that is comething we
will have to be able to do. Indeed, we provided that
transition to help give us an coportunity to make those
changes over time while again providing for an outlier or the
trzatment of carticularly exrensive cases and also providing
for teaching 2djustments, the paissthrough of capital and so
forth, again to help make those adiustments over time.

Senztor Long: ¥y thought is it is a lot easier to make
changes that are needed before z progran gces in and have it

in =2ff than when you start pulling your hair out, then

(1]

~
~

ct

start trying tc ccrrect it.
You were perhaps around when we worked on *he ¥Yedicare
bill. de took 3 lot of time working osn that. We had medical

all over the ccuntry ccme up and testify, the

=

societies fro

2st, and they were looking

a)

hosrital associations and all +he

o

1

0]

ms were

4]
m
Wy

specifically st what their roro 2ing *+o be.
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How, we hadé a lot of prohlenms after that, but we surely

m went intc effzct.

§

solved a ton cof them before the progr

That did not mean we did not have @ lot of probiems, but we

3

had 3 15t l2ss5 bza-zuss w2 *o00K tims enough tc lcok a*+ +hese
things.
I am concsrned abcut mecving to do this when you ¢éo not

have informatione. Those peovle who are in a oosition to know

whether they will be the winners or losers, for example, and

#hv th2y will %ve the lcsers. T am not worried about *he gay

(

who is going to b2 the winmer. You Xnow he w111 nct
complain., He will be pleazantly surporised, and thz* will be
fine. But I am worried atout the los2rs, even in mv state.
We stand to te -- our state would be one of the winners, Lbut
one-~third o5f thos=z hospitals will be losers by an average of
21 percent. That is what I am wcrried about.

The Chairman: That 21 gercent, is that “hen It is fully

-

inclement=32? Is that the bhasis of those ficures?
"s. ZBurke: Senator, we have twoc different Xinds of

e first year effect which shows the

Jot
0

-+
o

number. ne

™
oa

distribution of gzins and losses, and the other is the full

SEu

=4

a

impact whi;h es no changes in behavioer on the part of

the institeticrn, a2nd simprly incdicates if we put the whole

t

thing into placzs :the firet yezr.

[

fair representation of what

(B2

S

fu

Ye 20 nct pelieve =hat

the likely otvicome cver a three-year phase would he, and in
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fazt, neither Z2C nor the administration can give us
four-year out numbers and savy this is what institutions will
do, because their behaviecr is likely to change, 2rd in fact,
this is desigred to do that, to chznge their »ehavier. 2ut
we do have some idea, at least initially, what the gains and
losses will b2 on averagas.

The Chairman: Are you aware of the specific rroblems
Senator 1loag rais=4?

¥s. Burke: TYes, sir. Methodist Hospital is, T suspect.,

r>2 tsaching compornen*s and do a

0

like many others who hava 1

TR

lot of tertiary or very critical care. We hzve trisd to
address that, one, with a phase-in; two, with increasing the
number of cases that will be *treated as extraordinary, as
outliers, and alsc doubling the teaching adjustment.

The Chairman: I guess my question is based upon what
Senator long has stated, have vou addressed it to take care
of the problem he has stated, or is this a Eroblem after?

Ys. 3urke: This is a problen generically with a proposal
that moved tc a single rate for treatment. There will be
institutions whose costs are on an average much higher and
Wwill have to b2 brouzht down, and they are likely in part *o
receive less than thevy have. We have tried to mcderate that
impact, not ramove it but modarate tha impact over the first
courle of vears t> give them an orportunity to change their

behavior ané for us to learn how to ad just the sycsten.
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behavicr of prchakly the best-operzted hospital in America.

o chz2ng2 their operaticn, change their

4

|
|
|
\
|
Senator long: You wara talking about changing the
You are zoing

behavior. Thzt is & very efficient hesgital. You kXncw Ir.
DeRak=av. If£ vou 30 thzre and you have got trouble wi+h your

hear+ of ysur circulatory system, Dr. DefFzkey is tha guy that

10
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will come zfter you. So we are talkinc about changing their

way of doing business as though thav need chancing. Hell,

they are the bhest

I call=zd 2 man out here at NIH *o try to find out if they

i

n the wecrli.

if

ar2 making arny progress in cancer and to see 1f there was

something that might come thrcugh that might helr a person

dear to me who ha? cancer in axtremis who would die within

thar

-
th
]

Year

out scmething about

is no breakthrough. He said if I want to €in

cancer, call that hosrpital. They boucht

all of his best people away from him. Sc apraresntly their

staff is better qualified than NIY can afford. Ycw do you

know? Because they bought them from YIH. And now we are

how tc run that hospital better? You ha

Senator Durenterger: If I may, S=nator Long, I have an

observation cn ou

think one >f the

prospvectiva is that the hosrpital industry in this country has

bean 1loockiag 3t prcspective for a lona time, and the reacson I

-
-

telling them how +c run their businsss.

teascns some of us are involved in locking
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think they are inveolved in it is they would 1like *o Xnow only
how much we are willing to pay for a particular they c211 it
episoda of illness or something like that, and then let them

do their business better than anycne else.

D

Let me giva you cne little exarple. Cne of the terribly
exrensive things Wwe buy freom them_is a rcom fcr the night.
We are not providing surgery a+ that point or providing them

some other 2xp=2nsive form of z=2re. All in effect it is is

W

like a hotel roon.

Well, I have 3 hospital in ¥inneapolis just like the one
you are describing, probablvy not zuite the reputation vet,
but it is getting there. It serves a large region. Feople
come in from othszr states and so forth. And they like the
idea of prospective bocause it lets them do tgings like they
just got done doing. They built a hotel right next to the
hospital, and they built it so they can chargs 320 a night if
you do not have a hot plate in your room and cook your own
meals, 337 a night if you do have a 1little hot plate, and 335
if you hava alsoc 3ot 2 biffy and shower rather than gcing
down the ha21l1l lik=2 you used tc in the o0ld hotels. But they
can at least break even with that kind of a hotel.

What that l2ts tham di2 than is esveryboiy come= in the
nicht before surgery, and rather *han going intoc the $u00 a
in

night room and st= ng overnicht tefore surgery, vou Jo into

<

[

the $20 z night be
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In Clevelani thz Clevelani Clinic takes 3 lock at a DRG,

for example, that they have been Operating I think 1€ days

for this particular kind of trea+tment. de say only 12 days.
So what arz they z10ing to do? They reasliize tha+ cnly zbcut
eight of those days they have really got to have them in a

hospit21l s2tting, and tha othar =2ight Jay they are really

0]

just providing shelter. So they have a2 contract with a
skilled nursing facility at much less morey so they can mate
out unier 3 12-d=y DRG, stilil provide the person with thair
ncrmal 1€ days of care, and they can make a little meney off
thke procass.

And I think there is a lot of that sort of thing going

around, and I think the whcle notion behind frospective is to

let heospitals 40 this Job and not havinzy us t211 them what to
do, which is what we have beer doing for gquite a iong period

of time,
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Senator longs As far as those hospitals are ccncerned,
You start richt out, maybe over a four-year period vou are

joing to cut them §6 billicn, but do you know how much this

bill -- Jjust tzXe a Houston lethcdist; how much would vyou cut
them ths first year? Do you know how much it was the first
Yea r?

¥s. Burke: No, Senator, I 4o aot. I am sorry. I could

give ycu an average for a group, but for the institution in
dollar figures I czannot give You an estimate. It would
derend upon what the adjustments were for their wages and
teaching adjus+tments. I honestly cannot give you a number.

Senator Long: Well, if w2 had ths tima2 to focus on that,
I do not have any 4oubt that we can do what we thcught mads
Sense, as far 23 that hospital is =on-srnei. And I do not
think it would be precisely what is in the bill here. I
think the bill would have to he amended.

What concerns me is we do not have the information.
Thirty-thrse percent cf the hospitals in Louisiana -- and
mind you, we 2ro2 one of the states that would be on the
winning end; on the whole, we woulé get more money -~-- 233

percent of our hospitals woul? get 3 cut and the average

would e 33 percent, and that is nc small potatoecs, That

Ity

might b2 over =z dur-vesr pericd, but even so, if it is not

‘¢

going to mzke any money for them, if it is not ¢oing to solv

W

the probl » 1f it is not going to make any morey and will

M
i3
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bring a gr=at number »f problams, my czuestion is why not take

our time so we can kncw what we &re coing, rather than rush

this thing through, give it a courpls of hours slarc-4zach

If it were going +o save the government fronm tankructcy
or somethiag, it wouli ha iifferent.
The Chairman: Yax, do you have any comments?

Senatosr Paucus: ¥r. Chairman, I have some of the same

problems the senator fronm Louisiana has. 2s I understand it,

this proposal is neutrzl, revsnue neutral, in not snlwv 1Qgy
but also, 1985 and 1986. Is that corract?

¥s. Burke: Throuch 1685, Senator, but not 192%, Tt
would depend upon what rates were estarlished under the
System. But for fiscal years 1984 and 1985 it is as if TEFRA
remainéd in place. It saves no more than is saveqd unZer that
System.

Senator Baucus: Ansd what would the anticipated savings
be in 198672

¥s. 2urke: The savinos assumed ars those that would he
ccmparable to those uncer TEFRA,

Senator Baucus: So in eff2st, prospective reimbursement
is not cost savings; we are not saving ¥Yedicare dollars.

¥s. Burke: Not in addition to thecse saved under the
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For that reason, ¥Yr. Thairman, I would
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like ¢2 say tha*t we all know that the present ¥Yedicare
reimbursemant system is not werking, it is not richt. It
rewards inefficiency. Cn the other hand, it seems tc me the

main turpose of ercspsctive rsimbucrseasznt ic to shuffle boxes

a little more fre=ly, although as I understand it, the
papervwork involved in rroscective reimbursement will te
basically as comprehensive and burdensome with as nmuch red

Csement system.

[«

tape as we now have uniar the Cost-basad r=2inmk

I dc not think we have much cheice but to go zlongy with
the prorosal hut with <ome changes. I think it will bre a
rocky, bumpy road. There will be 1 let of adjustments and we
have no way of knoving how hosritals are going to shift costs
off to othar proviisrs. We have no way of knowing the deagree
to which *nere will be an unbundling s5r an unraveling and all
of the>other rhrases kicked around wih respect to
prospective reimbursement.- It is not a charade really, but I
think it is wvindow dressing, frankly.

1 not reslly cut Yeiicare costs with this. %e will

}-4

We wi
not cut th2 increase in hezlth care costs with this., 7Tt
sounds nice, it is a form of deregulation, but I think that
We are xiddiingy ourselvas if wa think prospective
LCeimbursemsnt will, in any way, begin tc solve the rroblem.
The problams facing the h=2alth car2 system zre, I think, much

more comcl=2x; they involve chvsicians® insurance, tax
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incentives and lots of factors which have very little to do

with prospgective reimbursement.

Ll
e}
n

he Senator from Louisiana‘s worries. Yere we in

n

t

I share
a nore perfact world I think we shoul? have more definite an¢

complete hearings o5r this and hospital costs going into al:

4

icetions involved with hosritzl cost incresses

rh

h

of the rami
because this oprovisicn itself has very little to do with the
problen,.

Senator longs If I may just say it, when we had revenue
sharing we were atle to go out there and tell every little
community in America here is how much ycu jet withk ¢his
bill. We haé formulas, alternative formulas. Here is how
much vou get. Every 25 -- what was it, 25,000 communities,
we could t=11 them her= is hecw nuch you will get under the
bill and here is how we would arrive at your share. 2And it
seams toc m2 -- think how auch better »off wa would be if we
would ask, even given the funds to do the work, to come up
and tell us how auch each hospital is gecing to get so that
they can tzke 2 lock and see -- all rizht, here is what you
are going to receive. 2nd then let those pecple have a

2e hers is what --

n

chance to zommsnt on i+ s» thay will
particularly thoss who are going to get the worst of it --
here is what is going to hapren to vcu and here is why. And
then see what *thev can say fcor themselves,

woulsi think we might bhetter iron out a great number of
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wrinkles bafore w2 get started, but when I find that we are
moving into areas that will have enormcus additionzl
cemplexities for one simple reason, so auch additional
complexiti=s. W¥hat vyou just told me, ¥s. Burke, is the first
Year you are gocing toc be 75 percent of the old fcrmulz, which
evaryone agrees 1l2ft 3 lot to be desirsd. We would all like
to get rid of that. It wculd be 75 percert uncder that one
and 25 percent under the new one. Can't JOou see reople
tearing their hair out, if they are not happy with ths new
formula and not happy with the old formula? sow they have
the complsxity of bcocth to contend withe.

I would like to see us in a position where reople 2t
least know and have had a chance to understand it, and you
have had a chance to explain it to them through vour
bureaucracy. Ycu have had 2 chance to get the word to thenm,

ani then 12t them have a chance to make their suggestion Jjust

[{)]

like here, these people czme up from Souston and they coulad
show me how the prcblem could be solved as far as their
hospital 7as concerned if the committee was inclined to
follow their advice.

Other pecple are not in a position to do that. T just
think it would be a great thing we lcok tefore we leap.
Maybe we could get the whole thing done this year, but I
would like to be in a position where thosa hosritzls would

know what the situation is =z=nd they have had z chance :to at
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(2
5
L

least “e h=ari =an

ffected; why they +hink we should or

4]

they would be advercsely

shoul? net do0 it.

tand, this is supported, is it

0]

The Chzirmans:s As I unier
nct, by th=2 Hespital lssociation?

¥s. Burke: S=nator, in the hearings befcre thre
committee, the hosgitals have generally -- and, in fact,
individually -- sucported moving toward a prospective pavment
system. If T may comment, the current system under TEFRA is,

vystem also. It rejuires the

n

indeed a complicated
establishment of a2 rate of increase linitation in addition to
the old 223'system, which, of course, requires grouping of
institutions, the desire on the part of the institutionse.

And this proposal is to move to a8 point when, indeed, a

ec=2ive. The ability

]

hospital does know what it is going *o
to dc that is, in large part, Joing t5 he the ability to look
at that institution's patient mix, now, what kindg of care
will be provided in that institution and tegin to 2stablish a
System that sets rates that represent that.

The principl= of DFGs is, inds=2d, to look at an
institution on an individual basis, tc look at the Xxind of

care thev actually prcvide and provide a rayment system that

Cepresants those xinds of cases, which is why it is case

Th= movament to +hst svystzm is likely to be fraught with
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some of th2 Kkinis of difficulties you have indicated; the
ability to make those adjustments, but that is exactly why we

believe the rhase-in was apropriate, establishing pre-

-3

EF

[44)

As
OrC pre-rate of increase limitation is the base feor *the first
vyear. It %ill be cn the basis of their sosts in 1582,
trended forwari? by, again, a rate of increase in the econonmy
anl a piec2 of that new rate Which will be published annually
by the department, by DRG. That institutiosn will know what
price is going to be paid for that particular kind of case.

In many ways, that is certainly an improvement over the
current systea where peorle have, for years on end, fought
over cost-baszd r2imbursement; what was an? W3S not
considered to be 3 reacsonable cost for reimbursement
purpos=s. Ag2in, the transition is to give us that time to
make thcse adjustmernts, along with the outlyer policy I have
described and the kinds of teaching adjus*ments and
pass-throughs included in +the proposal.

Senator Durenbercer: We will not be lobbied on the
nursing diffarential anymore, we will not hs lobbied uron
Whether pathologists in or out of the Lkosrital should be
ceimbursesd. We zzuld get rid of all of that.

Senator Leng: You Just have no idea how you are coing to
be lobbied.

(Laughter.)

No cne on Sod‘'s green earth can predict.
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Chairman: Has thes administration -- oh, excuse me.

-
jos o
iy

Are you from the administraticn?

Ms., Feinsteins Yes.
The Chzirman: You have listened to the objections. ¥y
unierstanding is that ther2 has besn 3 1ot of sta<ff

discussion that this was a matter tha* was not that

controversial. MYy attitude at the outset was no amendments
on the Social Security bill but the Housa 4id not agree with
that and they added unemployment and “edicare. And we have

3greed that we would try to see if we could work out sonme

o+

Y

ble provisien, only =2fter that.

D

accercr

If I am mistaken in that, Shiela, as I understand, in
adiition to these specific prorlems, T assume thars are
probaltly others that could be raised, but anytime we start
changing anything w2 =an dredz2 up 3 couple of examples where
Someone s3ays do not do it yet because it may take some money
fron us. faybe 1t should; maybe it should not.

That is why I felt the phase-in woulsd orotect anyone fron
any deep imovact, and give us an opportunity to make those
correcticns if they shouli be made. I would likas to hear
from és. Feinstein from the administration.

ing ¥r. Chairman, as you know, we are

ey
W
-
=}
0
t
(]
js

certzinly very much in favor of moving in this direction. I
think 3s Zhiels opoints dut, the industry is very anxicus to

Tove Io a truly orospective system where they will Xnew in
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advance and can plan t5 run and Mmanage their institutions
ex2ctly how much rsvenues thev are 70ing to bes receiving from
the Medicare program.

The cther thing I would point out is ve have had a very
rich background of recent demenstraticn in this arez, and
over a ten-year period those states that have mecved in the
ar=2a of prospesctive payment, whereas, they may not have been
able to reach sutstantial savings in the first vear, over
time they all slowed their rate of grewth in hospital
expendituras by as =much as 2 to § gercant.

I think it is safe to £ay in 1984 there can be a shift,
ani we wouli want to protect against that shift through the
kind of phase-in ¥s. Burke has described to vou. Over time,
I think we can very much €éxpect to have the same pattern in
the rate of growth of expenditures as the states have had who
have been under this systen.

Senétot Bayzuss I have a nagging problem with +the
system. As I understand it, the theory of reimbursement is
to find th2 average of nationwide ultimately for the same
Procedure, the same purpose. like, savy, a hip replacement
which costs significantly more in 2ne part of the country in
one hospital than it does in some dthar part of the country
in some other hospital.

Therasfore, with prospac+iva reimbursement, because in

theory ultimately the payment would Ye the dverage between
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the high cost zad the low cost and, after all, hospital hip
replacaments 2re calculat2d on the avarages, that the
inefficient hospital will be a loser and the inefficient
hospital will have to abscrb some of those ccsts. That is,
it is charjying more than the average.

DRGC will be paying the average so that thzt inefficient

(

hospital will havs to absorb that difference.

Hs. Burke: Yeos, sir.

1))

Senator 2zucus: Whereas, the 2fficient hospital, which
does not cost as much for that rerlacement, will Le getting

the benefit. Call it a windfa21l or whatevar it is; it is

just some <ind of benefit.

The nagging r=2d flag in my mind -~ and 7T hope you can
clear it up, I must you what it is -- is it seems to ne,
arguably anywavy, over time that the efficient hospital, the
One getting the benefit, the additional tern=fit because this
procedure 3oes not cost as much as the average will, by
d=2finition, b2 taking that adiitional ben=fit and buying new
equipment. It will be non-profit hospitais buving new
equirment or spending that benefit in some way which will,
then raise the average, raise the cost of procedures for that
hospitzl.

So my concern is that the averages over two or three

years z=re j;2ing to5 start climbing »ecause by definition, the

averace of whatever the orccedures in z11 parts of +the
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countries, the 2fficient hospitals will be Jettinc those
benefits plowad back in, cranked back into costs, roon costs
going back up, 2nd the inefficient hosritals will ke culling
up the average, too, hecause they are inefficient ang their
procedures are costly.

I am worried that aftar two, .thres, four yvears, five
Years, whatever, this will not be budget-neutral; it will
actually b2 somewhat morzs axpensive 3 plan. So would vou
please tell me what the ansver to that is?

!s.‘Burke: I am not sure I can tell Yyou what the answer
is, Senator.. I think the principle of DRGs and updating
those DRGs is to take into aczcunt the Xinds of changes and
patterns of care within a D3G that will accomodate, for

example, some cf the new technologies that either make that

i~

o9f time less costly or more costly.

o,

servics for a perio
mean, the weightings between the DFGs, for example, would be
changed to accomoiate some oI those differances.

The cost paid for the DRG; that is, the rates, are
increasad by som2 factor in the firsé tvo years by 2 parket
basket plus one, so there is a limit cn how much it will be
allowed to go up, how much the rates will be allowed to go up
in the subsecquent years, in the outyears.

The principle of including the commission that you
Suggestesd Wwas to proviis for some 3djustments that make sense

given the nature of the DRG system, given those Xinds of
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concerns. The princirle is to figure out an adjustment that
makes scme sensee. It may nct Jjust be a market basket plus

one; it may be some other adijustment that takes into account

or

changing rates betwesen ths DR3s, changing behavior on +he
part of the institutions, and =21so changing patterns of
practics batwa2en gthysicians in different parts of the country
that currently account for some of thcse encrncus differences
in the cost of care.

So I think th2re is a number of things that will helrp
prevent that from taking place. I do not know that I can
give you one answer as to what one item will prevent the
averages from going up except to say in the first two years,
of course, it is market basket plus one which holds dcwn
those rates, and in the outyears, ind=2d4, we look to the
commission and the Secretary to provide us with advice on how
best t> updiate to prevent those kinds of things from taking
place.

Senator Baucus: #r. Chairman, I appreciate the answer
insofar as it is an expression of in*=2ntio: to try to cope
with the prcblem, and I accept that. I think that HCVA and
others in the administration will be trying to do that, but I
tend to think, too, althouch I do not mear to belabor_the
point, that it will not solve a lot cf the problems. The
hez2lth cars cost problem is much more fundamental than this.

Ms. Durke: The administration woulgd gagaree, it is not
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simply a hospital reimburement issue. VYes, sir.

Senator long: Let me get this straight. Did T hear you
say that the Hcspital Association is for this proposal?

Ms. Burke: What I indicated, Senator, is the hospitals
have indiczted a desire t> move from cost rate reimbur=zement
to a prosrvective system of payment. I did not indicated that
thay supportasd this specific proposal.

The Chairman:_ Could I interject there, that you have
bean discussing this with the representatives.

4s. Burke: Yes, we have. Throughout the Drocess.

Senator Lona: Then it woul2 be prematuyre to say they are
in favor of this proposal. They are in favor of moving
toward thisz typ=2 o5f systeme

¥s. Burke: That is correct, sir.

Senator Long: Now, wWith regard to this U467 different
DRGs, I am sure those have been spelled cut so that you could
make that available, I take it. Can you publish that now?

ds. Burke: VYes, sir.

Senator Lonz: YNow, with ragari to the rates that each
DRG would receive throuchcut the United States, are vou in a
position t> puklish that now? Is that published, is it
available wher2 anycne can look at it?

¥s. Burkes That information would ke published on an
annual basis. I defer to the adminis*ration. Is that

correct?
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¥s. Fa2instein: Our intention would be to publish those
Fates well in advance of the start of the fiscal Yyear so *hat
ths hospitals could plan for their revenues from the Medicare
program.

Senator leng: Do you have them now? Are they available
in written form now? Could you present them to me right here
anl now? CZould someone come and cr2sent those rates to me?

¥s. Feinstein: No, I coculd nct. I am no+ certazin how
you are willinz to divids this up between urdban, rural,
regions, the wage adiustment and so on. de could do that
shortly after you devise a systen.

Senator Long: So what You are telling us is that those

'tates have not be2=n determined, but they are determinable,

that you have a fcrmula for how you woulé go about
determining those rates, but that they have not been
determined?

¥s. Burkes Senatcr, if T micht interject, there is
currently 1 list »f the national average for each DRG. I
think w#hat ¥s. Feinstein is indicating is under our system,
of course, there are adjustments for regicnal and national
differences, there are adjustments for wag2s. Those
adjustments have not been calculated, but the average rrice
per DEG is available currently.

Senator Long: Ycu say the average price, all right. BRut

now, if w2 want to> show tha P20ople in our respective states
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how much they get for each type case they treat, is it
correct to say that you are not in a position to tell us at
this point how much thsy would get p2id for sach one of these
treatments?

Ms. 3Surke: That is zcrrect, Senator, until we are able
to decide if we want to do any adiustments to those national
rates, wve ccul? give vou the naticnal rates per DRGC. We
could not tell you what it would be fer Louisiana
specifically until we decided whether to make urban or rural
differsnces in those rates or adjust €or ragions in *he
country.

Senator Long: Well, and then You have other adjustments
that have to do with whatever you call them --

¥s. Burkes Capital costs and teaching costs which are
passad through.

Senator Longs But ycu have another adjustment where you
take care of a2 high cost case. I have forgotten what Yyou
call that. dhat do you call that?

¥s. 3urke: The outlysrs, sir.

Senator long: Cutlyers?

¥s. Burkes Yes. Atvpical cases.

Senator Long: So you have that proviso also for the
outlyers. But even for the regqular case, the recular
trz2atment that you have on a hosrital-bv-hospital basis, if I

understand it, that is not available to those people at this
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point.

Ms. Feinstein: That is correct.

Senator Long: The thought occurs to me that it would Ete
good, and we Wwould be in a lot bettar position to Jjudge, and
those who would be affected would be in better rosition to

se thenm

e

tell us what their reaction to it is if we coulild adv
here is what vou will get paid for this type of cacse; if you
come in for an appendsctomy, here is what your reimbursemen£
would be. And I would think, given a 1little time, you could
actually -- and especially, I assume you have the resources.
If not, you ougzht to have it, you will need it. Rut given a
little time, you could tell us hospitil by hospital what
th2ir rats wouli be under this DRG; is that correct or not?

Ms. Burke:s Yes, sir, that is correct. Those adjustments
could be made and we cculd give them 2 rate per institution.
That is correct.

Senator Long: And I think we woul? ba in 2 better
position t5 advise people who are affected, and I think they
Would be in a better position to advise us vhether they are
for or against the plan. What you are telling me, and as I
look at th=se figures here, in Louisiana, just to take my
State, 33 percent of the hospitals lecszs -- T Guess that means
the others would zain. Under the House bill 47 cercent of
the hospital would lose. 3ut we wouli be in a lot bhetter

positione.
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I woull assume that these who are going to gain would not
complain; theyv would like that.

¥s. Burkes I would assume sc.

Senater lLorg: But to be fair to those who will lose I
think it would be good if we couli advise those people what
thzy will get paid so they can react to it and hear their
view as to whether thsy could live with it or whether they
could not live with it, and also advise us whether they think
it is just.

Now, I just yoster2ay heari from 1 hospital where T
thought your proposals applied to them will not work. And
fairly, I think you would need to amend the law. And I ;ould
hope that might not be a problem. I 40 not represent those
particular people; they are from an adjoining state, but I
feel confijent that when they know what they can expect, and
the other hospitals in my state do nct, I would anticipate
that we ars in for trouble whan these other people €ind out,
especially if they are very gcod hospitals doing a very good
job.

Senator Durenberger: Y¥r. Chairman, just to clarify who
is supporting what, the Federation suppo:ted from this fronm
the beginning. In fact, the Federatiosn iii not suprort the
time extensicn we put in. I wantd tc make the comment
earlier that I have been perscnally working very closely with

the American Kospital Association. We have not had any
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objections Zrom them, and I have Just been handed z note that
Says the American Hosrital Association urg2s the commi+ttee to

ing for most o0f +he hespitals

9]
o

move this bHill. That is soea

in America,

(&9

Senator Llong:s If T could just be satisfied that the

n
n

Speaks for this 33 percent that

o

Amezrican Hospital Asscciatio
is going to get less money I wculd feel a lot retter about
the »il1l.

Senator Chafe=: Yr. CThairman?

The Chairmanc: Yes.

&4

Senator Chafaz: T+ Chairman, I come from a2 state that
already has prospective reaimtursement, so we sSreak with some
eXxperience. Ther= is no suggestion that wa are going <o
reiduce costs. All we can icpe for is that it will reduce the
rate of increase 5f costs,

I think, 3s Senator 2aucus menticned, with sore despair
that this Wwas not gcing to sclve the Yedicare prcbhblem. No, T
d0 not thiak it wiil, hHut at least it will help, in my
judgment, and the “rouble that T find as we sit through these
hearings in ¥sdicirs and other activities dealing with the

medical profession ap4 aedical costs is *hat ncwhere in the

th

or anykody to hold
ioWwn costs.
There is nc, under the Presently-existing svysten no

incentive on the lcstital, neo incentive on the ratient, no
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incentive an the shysician and no inczsntivs on the insurance

companv, Dbacausze it is a continually rclling ball that is

complerely out of zcntrol, and T would hope that we would

tr

ursement., It is nct

(]
t.

Move foryard with thic prcspective reig

(o)
[}

perfect sut i+t seems to me that extracrdina Yy care has g¢cne

into the grovizions in it, ani it is szome+h

..l.

n perhaps sure,

Q

some nospitals will receive less, tut by definition, they are
hospitals who appesar to bas less efficient than the others and

this is an incentive for them to b=2corsz more efficient

be €e they will know in advance ancd they can make their

0
f
o

th

(a

3
£ -

W

rl and a2vsry nickal they save is to thair tene

[4}]
e}

s

Senator Long: Suppose You had a situation where the
first three hespitals who comz to liscuss 3 matter with you
ars extremaly high quality hespitals run by extremely
talent23 p=2ovle, an4d they can show you how this plan, if
applied to theam, works out very much tc their disadvantage

and would cost +them a2 lot cf mcney they could rot handle. If

th2 czses, wouldn't that Fut vou on notice that vou

N

t 1

th

1)

cught tc think about *hese others? You ocught to try to alert

m

the others *to see what the situation wouléd be?
For examgplie, the Louisiana Hospital Association iz a par+

of the American Hospitzl Association. Thev called here and

in

told ms th2vy woull likxe more time to study this thing and see

Ow it would vork refcre it applies *+*5 then. Now mind you,

jou

ct

hev n>t ftestifying against i+. They just want more time

o)

r

'
1l
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to see how theyv think it would work ani be ipplied to their

members.,

irst three hospitals who came to discuss it with

If ths

rn

you could make that case, T am almost inclined tc think why

and let thcse three nNcesrpitals

n

n those hearing

M

don't we reo:z
come and t=211 vou why it would not work, as far as thev are
concerned. ¥ind vou, I have nc doupbt vou could amend the

bill to take care of *hose three hospitals, but how akout all

the rest of +them?

ALDERSON REPORTING COMPANY, INC,
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Senatcr Chafee: %ell, this consclation i* seens here,

¥s. PBurke, isn't it +that we have. a basing system z2nd if there
are rroblems we can take account of them. I must sayv that
onz of the things that worries me hars an? if 2y fears could
S5e allaved, T might lzad t2 2 different conclusion, one cof
the fears that bothers me here is if we put this 2f£f and
study it i1t Jjust will not zo anywhere.

We might pass it, but the House might not. 2nd I 3Just

ses this as an idezl chance to get son thing that we have
be2n strugzling for fcr a good length of time. If the Houcse

a2head and we

w

is having zcticn, the HYouse is precared to 3o

miss this dpportunity, I just worry that the orportunity will

not come 3721in for a while.

Senatcr Long: Well, the HYeuse has already rassed this.

Senator Chafes=: T apprreciate thact.

Senator Long;s And sc my thought wculd ke if we would
take a f2w more weeks and do it, why not *zke their language
and their bill ani ftake our language that you would want to
4cTX out in our Committee, ani we are Zoing to have a

substitute for that anvhow -- take our subsitute and put thenm

both in th2 same till and just add it on top of anvthing, and
just tz=ke the shell, 244 that tec it, and ¢e to conference
wita them and help work it out.

3ut 1f v2 22 asking them “or 2 conferzncse just anvtime
W& tzss 2 bi11l, then *hat is net gcing to be any time this

ALDERSON REPORTING COMPANY. INC.
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year,
Senator Chafe2: Is this unier 3 separata bill?
The Chzirman: Mo, it is part of the Commissien's
recomm=ndaticn. Tn fact, T sazid 2erly on I would hcpe there

wvould not be any zmendment, whether it be medicare or
unamrloyment. The House a2ided thoss anendments and we
decided we had better try tc improve, at least we thought we
were improving what they had done <o we have somewhat of 3
position in conference to negotiate with rather +hzan go in
with nothing, sc that is where we are.

Senator Chafs2: I m2an, is it rossibls tc pull out the
medicare part and cocnsider that passed legislaticn so that we

can thz2n 311 --

S

Senator Leng Let me 3Jjust explain what can :e ione here,

Senator.
Senatzsr Chaf=2: Sgra.
Senator Lonc: We could simply eliminate this from the

nference

0

D11l and explain that we were going to ask for a c
on this ani that we are going tc take a reduction to it.

ke it 1ike two sheets

W

Then we could take their position -- =
Oof paper -- and take their position. We add ours to it and
we Just figure that all in on top o2f some of these revenus
bills and have nothing but a shell to it. We add it to a
LCevenue bill =né we go *o *hem and zsk for a ccnfarence and

Say we want tc talk artout vour bill ani our substitute.

ALDERSON REPORTING COMPANY. INC.
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Let's go to confer=znce and work it cut.
So we would have thair bill in -caucus 2ni confer wi+h
themr cn it. e would just have our l2nguaze added sc we

coulé tzlk abcut +he two of them.

9]
m
)
v
ot
QO
ry
(@]
nr
[»}]
Fh
(1]
[}
.
b

appreciate that, tut *hat would
reguire somne xind of a bill, 3 revenuye bill, coming through

here for us tc attzach.

Senator Long: It could be anything. changing a ccma to a

semicolon.

The Chairman: xcuse me, did you want to speak?

Senator Hoymihan: Mr. Chairman, T woulsd like to speak in
terms of Senator Chafee's propcsal here. I recognize all the
difficulties that have been raised. T weuld just like to sav
that in my State of New York we are just into the fulil
brospectivz and Jjast about ten years 130 W= began one for
medicaid, and so vwe have been intec this for a decade and

there is <lighn

ot

oY)

cost of adjustment that Senator Durenberger

has br

Q

usht upe

I

[»W

© 1ot Delieve the knowledge oFf +he subtject is complete
The Chairman: I 40 not want to try tc comment on the

area, sSenator, but I Xnow this is an area that Senators

]
[
|}
™
o]
tr
[§V)
™
Q
o
i)
W
3
%8
33

'3UCUE have spent 2 lct of time on. T must

coni=ass thzt the Chairm=zn has orobably nct spent encuch tinme

on it, but I had understosd thz+ there was not strong
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misimpression that there was ftarelvy any oprosition.
I ¥ncw that things hapsen a2t the lacst moment in the

Justification and scmekbody hezars atout it and ccmplains, but

I would assume that Sena‘or Jurenberger wotld like to have a

M

»-

t >n —--—

vyotz2, a3t l=2ast g2t a v

)

W

Senator Durenberger: It is not Jjust me and I zm not here

r2presantingy the hospitals of America anv more than T am
representing the 29 miiliocn elderly that need the system.
But the exveriance with TEFRA in the last vear has rezally
left 2 lot of reople sut thersa very, very uncertain and now
the experience with Frospective, which they like -- some of

thzm lik= it only in conz2pt but others like it because of

the Wway ve are reccmmending it -- is something that I think
wWe need to resolve,

t drag on

[

¥e need to resolve it timely. We cannot let

through another year of the kind of thing we prut thrcugh in

TEFRY, so I wouli urgs that we act rizht now. There is the

t

protlem that Senztor ¥cynihan has rela ive tc the ¥ew York
waiver, and I would think we would work out scme wording so
that we could carcy the 1.2 pcarcent under “he national

average that was contained in that waiver thrcugh the three

Years of phass-in so we Zc not discriminate gdgainst New York

V7]
11
jou |
1Y)
-t
0]
a}
£
0
o]
[
o
4%
o)
[
-
(@]
o]
Q
Y]
(e N
H
2]
th
+
-
[o1]
o |
Q0
[=]
[+1]
‘Q
1]
ot
"
rt
a,
(o]
[
[
.
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Could I zlso ask, ¥r. Chairman, Senator Durenberger Kknows
that the provision whizh includes the Territories and ¥g,
Burke has wcrked sut languzge which asks the Secretary to

recommend tc¢ the

methed of brezkins that into a bunch of crospective cayment
systens. < thirnx that is proper.
fenztor long: Might T Jjust suggest that we take four

months, take about four months to lock at this matter befcre
|
|
\
|
|
|
\

|

W)

resident on or before May 1, 1984, on a

0

1]
o)

-‘
ct
fos
[
-~

Wwe votz2 on it,say September?

Senatcr Durenbergers: dell, I would sugges* nct. Cctober
1 is the n2xt vesar to apply wha+t we diji last vsar, and tha
four months gets us so0 close to Octcber 1 that if you *hipk
this got John Connolly to call you, then it will be Jimmy
Carter or somszshtody calling nexte.

13

It is 2z matter of urgency to hospitals. e either do it
or we do nd>t 3o it, andi I think they would like tc have us do
it as early in the vear and as far in advance o0f Gctoker 1 as
possible. We are going to be faced 4ith it.

Senator Long: Well, why don't we Just wait--

Senator Durentergers: No, I would just as soon do it

right now. The House has acted on it already, on the bill.

hz Chairmane: T just want to get the will c¢f +he

Seratcsr Curenbercer: ¥Yr. Chairman, I will move the

enator Saucuc'’

n

reconmsniztisn. We are going to accecmmodate

ALDERSON REPORTING COMPANY, INC.
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need tc change the sole provider crovision teo study and/or

a2zommenizi 1=2qislatione.
Senator Zradlev: &Er. Chairman, Senzator Durenberger,

before you move, I 45 nct ~ars if you movez the pacxag2 and
then if I have the richt tec suggest an amendment or if we do
that crior to moving the CaCXkzge. It does not make any -

differencs to me.

The ama2ndimant 42a3lz with the skille? nursing hcome

facilities. ‘nder TEFRA, whether it was community-based or
hospitzl-based, we gave a Single rate. A lot of *he
hospitzl-bzsed skilled nursing home facilities have a lot
sicker people in them thanr do the community-based, and it
results in 2 4rop in hospital bed r2imburssment to these
hospitals of like $6C to 370 per bhed.

And it is a very serious “low tc them. So what T would

~— -~

suggest is we delay implementation of the TEFEA cost limits
on hospitzl-based skilled nursing homes until Congress has
acted on a study 1and, second, I would ask Congzress +o 4o 3

iliness and intersity of care

[ )

study on saveriiy o
differencas betwean hospitals and compunity care skilled
nursing home facilities.

The id=2a hers is people are sicker and Yyou should give

them & hignsr ceinburssment Cito. And if the study showvws

n

-

that they are sicker, then there would be a ieogitimate reason

ALDERSON REPORTING COMPANY. INC,
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to have 2 higher reimbursement rate. But in the meantiae

(B R

they shouli not b2 losing $60 to 370 a dav per hed.

Senator Heinz: #ill the Senator vield?

-

enator for the amendment.

stroncly favor it becauses *he Senator is absolutely right.

+

&t do have skills< nursinc

o g

There_z:re 3 number of hospitals t

.

<
cI

3
[¢4]
t+
e
{4
oo
+
r
b o
n
=]
ct
o
D

rant kin

1))

beds and care for a diff
community-bassi skilled nursing homes facilities. They are
sicker patients anrd DRG just will not adeguately conmrensate

at ratient mix.

t-h
s
th

vary differ

(it

hei

ct
o
w
L}
t

m fo
amendment is very, very small indeed. It is something over
$20 miliion, if I am corract.

¥s. Burke: VYes, that is correct, Senator.

Senator Heinz: And I would urge my colleagues to
unfierstand wha* we are talking about here and hope that they
¥il! support it.

Senator Durenierger: I think we are sympathetic. It was

nce to do this con the budget and we are not doing

(V]

our prafer
prosgective or DREGs or sxilled nursing facilities, so T am
just 2s sympathatis as Yyou ar2 to the prefarence of no* doing

it on this particular »ill hut do. it on, for example, *he

The Ch=airmzn: Ry +he ~2y, there iz no obiscticn *o
putilnoc tha study on nere?

ALDERSON REPORTING COMPANY, INC.
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wiile vou are doing

5
1M
fou
'-—l
-
~
[@]
(=1
)
Q
[
-
|1
tL
w
—
(%))
'
f.l-
rf
rh
(o]
(o]
[%1)
L]
(]
)
~

¥Ys, Burke: We can limit the delay fcr 2 year while the

study takes piace.

t would delay implerentation for a

}oae

Senzatcr 2radleys <o,
Year.

The Chairman: Would that werk out?

Senator Bradley: Yes, that is fine. The delay would be
until the study is comrlete, and reccmmendiaztions would bhe

83.

tr
v/

31

~
-
NeJ

ecemnk

&)
D
[

nade

(8]

4

Yr. Chairman, I will mcve the

ty
()]
o
o
®
o}
[e]
M
(o]
Ve

Senater Dn

D
t

i

recommendation.

The Chairman: %ithout objection.

Senator Durenkerger, do Ycu want to -- I came in late.

Do we have the medicare provision before the Committee? Your
motion is that we adcept the medicare provision or delay it.

Senator long: ¥r. Chairman, I would like tc move that we
delay it £or 60 days.

Senatcr *: Mr., Chairman, T have an adjustment I have
discussed with the Senator from Minnesotz. Do you want to
tzackle that first?

Th2 Chairmane 4hy don't Wwe just 3eciis on the delzy of

sixty days I guess the guestion would Pe cor Senatcr Lonag's
motion anid withourt Zemanding 3 record vote, We could have it

bv vecice vote.
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All in favor of delaying for sixtv days signify by saying

The Thzirman: Crrosed, no?

hzirmans The nays have it and th

stion occurs

M
M

qu
on the -- we ¥ill pick on the ammendment you had.

Senztor Racus: with respect tc Item 10(b) on what you
have beforz vou, with regard &5 sole community providers,

essentially *he rsccmmendation of the Committee to treat sole

(89
[V

communityv providacrs slightly diffesrantlv than non-sole

(&
L]

community croviders.

I very much favor that because sole comnunity providers
are essentially small hospitals with very wids fluctuation in
utilization ratecs. They are small hospitals, therefore,
physicians come and go in the communities and that causes the
utilizaticn rate to fluctuate very drastically.

I wouli ack to> have that section amendad, thcugh, in the
last sentence. DPresently the last sentencs sStatacs "By Apriil
1985 the Ta2zra2tary would he reguired :te racemmend legislaticn

to brinc sole community providers completely under the

Prospectivs rayment system, taking into account the special

circumstancas exparianc=2i by such hospitals."”

LIl T

The proziem I have with that, ¥r. Chairman, is that *there

is a strony nizs there that *he Jecretary must recommend

ALDERSON REPORTING COMPANY. INC,
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legislation tc in fact bring sole community rreviders
completely under tha system.
T wouli 2meni *hat to sav that the Secretary =zhall

& stucy recommending to the Conaress whethar or rno+t +¢

o
i

(Y
[

The Chzirnans Without objection.
Cculs we then move tgo adopt this?
Senator Durenberger: I move we adoot this.

The Chairman: Is there

)

that?

[Nc response.]

The Chairman: If not, then without objection it is

agreed to. Does that take czre of all that packaga?

Ys. Purke: Yes, sir.

182

submit

d

request for 2 roll czll vote on

The Chairmans Jow we ars back on tha Social Security and

wr

Senater Armstrong has been waiting to be recognized all

Senztor Arms*rongs: Thark you, Mr. Chairman.

Yr. Ch2irman, my thought would be +to == dec you want

édav.

to

get the char:ts? Tn a moment T may refer to the charts that

ar2 nere and cerhaps ask *he staff to let the memkers look at

fos
rt
y

This zmerndments, tcgether wi

ALDERSCON REPORTING COMPANY, INC.
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The Chairnan: I see the Senator is nocdding his he
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(YY)

to offer have been distributed in writing to 2ll members of
the Ccmmittee and so I do not think there is any rvoint in ay

discussing it

!
+
W
[&)

[

length, »ut I will Just relzy *he
outline T have put down.

Current lsw prcovides the non-profit or

‘Q

a ti

m

ns are

’.l
Q

S -
- L

.
.

coverei >n 2n option basis, *that ig, thev are cover=d unless

W
()]
]

they withdrazw. At the Present time something like 90 percent
of all non-precfit organizations are in fact covered under
social securitv. The proposal in the Commicsion is to make
that ccversge mandatory and tec dc¢ so effective Januarv 1.

It app

w

ars to me that the proposal which T have suggested
has sort of a rouan Justice atout it because it treats
non-profit organizaztions that we are talking abcut here, in
nany cises sm2ll zommunity orzanizations -- Meals on Wheels
kKinds of outfits =znd summer Youth camps, corganizations that

may provide hot mez2ls to derelicts or may have one or two

4

empioyees in the course of providing shelter to ceople who

would otherwice bo homeless -- missionary organizations, vou

2ut at least they ought to have the cane consideration of
their pension funz clznning problems that the federzal
governmaent is getting. Ae dsciijei it is r22sonable that

federal

2
Q

overnmnent emrlovees should bhase in on the basis of

e¥d hirsas

o

n

ani sz that is 2xactly what my zmendment does.

I wouli invits *=he mempers of the Tommittiaa tc vote for
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this not only hecause it is fair but because if we do not do

]

this the funds *ha2t would be teguirad to ke paid to social
security as a result will come out o7 the Frograms of thess
community zrganizations.

Now at a mor2 affluent time in tha 1ife of this ccuntry
that might not be a terrinly serious natter, rtut mv
impression is that these community orzanizatisns, the
nen-prcfits we are talking atout, are having a toucgh +ime,

that the r2cession in the 2conomy

has not only hit them like
other secresnts of +he economy but in fact has hit *hem a lot
harder thaa other segments because giving tc these kinds of

orzanizatiosns is 31 scrt of discretionzry +hinsg.

Yost of us £find that there are other demands on our
resources and sc what many of the non-rrofits tell me is that
they have axperienced a decline in their traditional support
at the very time when the needs in these communities have

rrel with thes basic no+ion of

o))

Cisen. So whii2 I 40 not 3Ju

[oN

coverzge under social security, I do say phase it ine.

M

L

- Chairman, the only other thing I wanted +o draw
atterntion to is that I would like to update the figures +hat

buted. The

n
¥y
B

str

p

teen 2

ct

eup which ha

]
L L

b M

appear in the
numbers which werz distritsted have bea2n updated as follows.

T will just tick +hen off; I do not think it changes the
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1e8, 2.2, and for the poaricd 7.3, So the differ

(1]
joe ]

of time, about §5 billion. It is not large in any rarticular

Tt is a significant sum over time, signifi

9]

2

‘A

yec

H

trust fund bHut crucizl to the non-prefits involves,
The Th=zirmans Carolyn, 2ob, 20 you want to recszsongd?
Ms. Wezvers A1l T would comment on is +he revenue lcosses

The Chzirmen: Yes, I was trying to find that figure

here. You gzava it to m2 this morning, »ut a lot has happened

Senator Armstrongs §1.2 billiion, wasn't i+?

¥s. Weaver: The first year is the a pillicn I relieve

Ys. Yeszver: Thers is a §5 »illion revenus loss over the

Senatocr Armstrong: That is correct. No gettiac around

it, icu do not take it away ‘ron them, the trust fund is
zolag *to g=2t it. I %il! note tha*+ T will shortliy offer sorne

amendments cthat will pick up that ravanue and it does seem to

me th

w

t the very fact that it is $5 billion, *hat is not a

large proportion of the *ryst fund, althouagh it is a lot of

TONEY.
Zut it is a vastly larcer crecrortion of the non-profit
Driveste gector anid p=rticularly so since many of these are

ALDERSON REPORTING COMPANY. INC.
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already coverzd. Something like ¢Q rercent of them ars
2lready in, so you are talking absout lmpcosing a very large
burden on 3 small seqment ard, in many cases, they are the

Unless there is other

discussion, I an ready to have 2

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The Chazirran: Do you want a roll zall?
Senator Armstrong: Yes, sir.
The Chairmans: The Clerk will call the rcle. :
The Cl2rk: Mr. Packwood?
Senator Packwosod: No.
Th2 Clark: Mr. Roth?
[No responsa.]
The Clerk: ¥r. Danforth?
The Chairman: No.
The Clerk: Mr. Chafee?
[{¥o resgcnse.}
The Clerk: ¥r. Feinz?
- Senmator Heinz: YNo.
Tha Clark: ¥r. ¥allop?
[HNo response.}
The Chzirman: ¥r. Wallor, no.
The Clerk: Nr. Durenberger?
[No responcse.!
The ClerX: ¥r, 2rastrong?

ALDERSON REPORTING COMPANY. INC,
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Senator Armsircngs

The

Clerk:

Senator Symms:

The

C

"

C

1

w
L}

e

0n
L¥}

1

(€]

T

or

K

M

Senator long:

The Cla2rk: ¥r. 2entsen?
(No response.]

The Clerk: “r., Matsunaga?
[¥o response.]

The Clerk: ¥r. Moynihan?
Senator Yeynihan: ¥o.

The Clark: ¥r. Baucus?
Senatosr 3aucus: io.

The Cl2rk: Mr. Foren?

[¥> responcss.)

The Clerks Y¥r. Pradlev?
Senator Bradlsv: No.

The Clark: Mr. Yitchell?
Senator ‘¥itchesll: XNo.

The Cla2rks: ¥r. Pryor?

{Mo response.]

The Clerk: fr. Chairman?
The Chairman: ¥Nco. and 4r.

r
~

-U0 VIRGINIA AVE.. S.W., WASHINGTON. D.C. 29024 (202) 554-2345

Grasslev votes nc.
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1 On this veotz the y2as are two, tha navs are eleven. The |
2 amendnent is nct agreed to.
3 Senator Armstrorg: Mr. Chairman, item three cn the
4 markup zcenia. The preoposzl +2 prchirit termination of

6 1long-standing discute abou*t the constitutional issue involved

o) 10t in fact the Federal covernment may

]
-

7 here.of whet

N

1€

>

8 imrose social security taxes upon states and local

9 Jjurisdictions.

10 ¥y ammendment does nct go to that gquesticn. That will be
11 tested in the courts by somrhcdy and T don't want to aven get
12 intc that guestion tonight. At the rresent time either under
13 the stztutory scheme or, if they *ake this ur, under a

14 constitutional provision, statas and lo-al Jovernaents have

15 the option to withdraw froa sccial security if they chooss.
16 Once they opt scu*, of course they cannot return.

17 Tc ort out is a two year zrocess. There are i numher of

cns whichk have availed themselves

[

18 state and loczl durisdict

xisting law, who have already filed

a2
anl=23r

{}]
n

19 ©of their right

in

20 their zpplications and are well z2long in that precess and vet

t-h

21 who will, as I unierstand it, be preerpgted by the affect of

22 this act.

23 Yy ammendment simply pernits state and icczl ccvernments
24 to continu2 their withidraw=2l crocess if thair claims wWwere on
25 file tut siaply had not been crocecssed by socizl =z=ecurity as
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of January 1% which is the date the National Commissicn's

recommendations weres annougacei.

rtainly no panacea, but at least it gets the

V=

This is c:

(1}

local jurisdictions involved out of a Zatzh-22 prerpositiceon

leaving ths largasr ccnstituticnal issues for others tc Jjoust

with.
Thé ra2venue 1loss iz modecst. It is writtern up in the
notes you have. It is about $1.Z »illion for a five Year

period, but it do=ss sz2m to me it is hardly fair to change
the rules in mid-process fcr the s+tate and local
jurisdictions.

The Chairman: Well, I think I understand the issue. The
information T haive is that the revenue loss is greater.
Carolyn, he saii the ravenue lecss is zkout $1.2 billien. Is
that corr2c-t? I have about §2 billion.

¥s. deaver: T have $Z billion.

The Chairmen: $2 *illion out of the $2 pillion we horped
to raise in this provision. There ars about £G0 pending
applications which would affect sonme 228,000 employees. And
s you know, emplovees 40 not ne=2d to be consulted by stats
or i1ccal gjovernma2nts when they want to Oopt out.

I Xnow that this has been a matter cf concern, but--

Senator Armsircngs ¥Yaybe we coulsd pin down the

distinction zetwesn *hose numbers. I am advised that the

nembers ara .1, -1, -,2, -.4, -.8, and the tc+al is -1.2 anad
1 4
|
|
ALDERSON REPORTING CCMPANY, INC.
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I believe we aot these numbers from SS3. Tf I ar in error
about that I will stand corrected.
Tha Chairman: Vo, you m2y be corract. I'm nct sure

where 7 got mine. Where did ours ccme from? <Si

Lin]
(1)
()
)

1.4
.

¥Ms. HWeave

-

¥r. Goss: believe the confusicn is that whereas the
National Committee's prcposzl woulid save $2.2 pillion nver
the periol, it is estimated that this wouli save Fi.2
billion, thersby producing an asdditicnal cost of $2 billion.

Senator Armstrong: So the difference is T2 billion but
thay beoth represent 3 savinge.

8r. Gosss Both represent savings.

Senator Armstrcng: Over the present law.

The Chairman: The cler® will call the roll.

The Clerk: S2nator Packwood?

Senator Packwood: HNo.

Th= Clarks Mr. BRoth?

(Yo response)

~

e Clarke Mr. TCanfo

-3
iy

+R?

[}

The Chzirman: XNc.

The Clz2rks M¥r. Chafza2?
(Ko response)

The Clesrk: Yr. Heinz?
(Nc respcncese)

The Clzrk: Mr. %Wallop?

ALDERSON REPORTING COMPANY. INC.
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The Chairmans No.

Clerk:s ¥r. Durenterge

tor Duranbasrgsre No.
Clerk: ¥r. krastrong?

TcrC Armstocngs Rye.

r2sgonsa)
Clark: ¥r. Grassley?

response)

Cl=rk: Yr. Llong?

nator Long: Aye.

Clark: ¥r. Matsunaga?

Cisrks ¥z. ¥oynihan?

&tor Zzucuass Vo

The Clerk: ¥r. Zoren?

Clerk: Yr. RBradley?
tor Brzdlsv: Noe
Cierk: “r. Yitchell?

tor Yitchali: No.

ALDERSON REPORTING COMPANY. INC.

200 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (202) 554-2245




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

172

The Clerk: ¥re. Chairman?
The Chaira=ns No.
The nays are 8 and the yeas are 2. The ammendment is not

to.

agreed

Senator Armstrong: The next has to do with the deposit

and local Jjurisdictions.

At the present time state 3nd local governments nust

£
h
s
0
g
-+
M
m
’ ]
*y
™
3
3
[
0
~
®
®
0

security taxes ccllecte:

i

deposit social

within 30 dayz aftsr the =nd of the month in

arclicable vages were paid. In contrast, private sector

employers must devosit ug to & times a month in the month in

which the taxes were collected.
the reccmmendation +o

My proposal is simrly to ammend

regulire stite and lcoccal governments to deposit taxes with the
Social Security Administration in exactly the saa=s fashion
and at the same rzte ac private employers. in z moment T

hcpe to adi an ammendment that will provids 2 degree »f

relief for small emplcvers in their daily cdeposit. T will

come tc2

why give 2 better break +o

reasonably large ccllectocrs of social cecurity taxes

fesources and sophistica+tzd data

ko
)
o]
O
m
n
0
()
9
[1&]
(Y]
fie]
[+
b
ke
=
Mm
o
Ids
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Tn fact, this item has picked up between '70 zand 'fu4 and

thus was balanced in cther years for a *total impreovenment in
trust fund balancs ¢f $2.5 billion over the periond.

Mre Chairman?

The Chairran: In my own view it is a gcod amrendment,
It is one #e have discussed. Rs d metter >5f fact we helld
hearings on it I think.

Senator Armstrong: I am perfectly willing to adopt it by
voice vote if there is no objection? If there is objection,
I would like 2 rszorda? vote.

Senator Llonc: Under this would city and stats
governments have %o pay more?

Senatcr Armstrong: It would put them on the sane
collection sch23uls as private emplovers.

Senator lonc: Well, T can't vote for it myself.

Senator Armstrong: It is interesting to note bhv the way
that this neatliy offsets the revenue loss of the immediately
prior oproposal. I urge you to think 2bout that. Yavbe if we
have adopt22 this we shouli take another 100k at the other
one. ‘What I am trying to do here is t*o pe fair.

It sure as thundar is not fair to interruct scmeboiy who
is two years into = srocess and then he's one day short of
being ables to g2t sut.

de turned tha+t Zown a moment agc I guess tecause it cost
$2 billicen. ere 1s a wav to pick ur T2.% *»jillicn. de ought

ALDERSON REPORTING COMPANY. INC.
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the twe are not jcined, but I

rough justice hetween the twe

The clerk will cail the roil.

The Clerk: Ar. Packwood?
Senator Packwood:s Rv=.

(N> response)

The Clerk: ¥r. Panforth?
(¥o responssz)
Thne Clarks “r. Chaf=e?

(o resgponse)
The Cil=ark: ¥r. Durenbargsr?
Senator Durenberger: dye.

The Cle=rk: Mr. Aramstrong?
Sfenator Armstrongs Pyve.
The Clerks:s Mre Svmms?

dr. Crasslevy?
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aove

The Clerk: ¥r. Bentszn?
(Nc resronse)

The Clerk: ¥rz. ¥atsunaga?
(Nc rasponze)

Tha Clerk: ¥r. ¥oynihan?
Senator Yoyaihan: No.

The Clerk: Yr. Bacus?
Senator Bzacucs: No.

The Clerks M¥r. Boren?

(%> response)

The Clerks Mr. BRradleyv?
Senator Bradl=zv: \No.

The Clarks: Mr. ¥itchell?
(No response)

The Clerk: Mr. Pryor?

Mo ra2sponse)
The Cl=rk: ¥r. Chairman?
The2 Chairmans: ¥r,. Prvor, no.
The Clerks: Hr. Chairman?
Th2 Chairmans Aya.

Senator Heinz:

ame DIZVvma2nt rate
: “hich is how

¥ay we have Jjust

[=9

is

many?

Statement

of what we
emplovers.

times rer month?
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Senator Arastrong: Tt varies, Senator, by the size of

the emrlovyer. I think while you were out £ *he roon,

mentioned tha* small firms do not Have to depcsit as fast as

state and local emrlovers on the

'—l
4]
()]
0
D
th
=
a]
=
n
-3
fos
’.‘.
4]}
LW}
(=
0
ct
ko]
[
ot
tn

same schedules as the private sector cpplovers are on.
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Senator CTh=afe=2: That has merit. I vote 2ve.

Senator Mr:strongs: ¥Yr. Chairmarn, T have Senator Symms*

4

Praxy and he votas ave.
Senator Heinz: [Indicating]

The Chairran: Do ycu vote ave?
Senator Zesinz: [Nods affirmativelyv]
The Chairman: The vote is now seven yeas and six nays.
It is agresd to. The absent s2natars will record their votes.
Senpator Armstrong: Mr. Chairman, in the rnext section

there is 3 list of amendments under tre heading of Zcuity,

n that list. 2oth of then

o]

and I have two prorcsals to cffer
have some mod=st -ost to the trust ftnds.

The first is in ycur package of handouts under the

b
]
[}

ditional drogout vears. Under the

2
=2

heading ¢f przcvid
current law when w2 compute tenefit levels, the five years in
which the wcrker had the lowest income are removed from the
2arning histozry. The =2ffzct of +this five iropout yvears is +o
permit people to arrange their benefit records sc as to

aximize their ezrnings.

Q
£

increase their benefits +
The proposal T offer is to provide three additional

dropout years for spouses who leave the vork force fcr the

(6%
]
[a}

the 3z23e of 6 a3t home.

)

purpose or caring for children un

Tc gualify for these additional vezrs, a worker must not cwn

more thza half the averzge wace of zall covered workers during
the vezr. Liter211v in practicaliy 2vVary C-ase We are talking

ALDERSON REPORTING COMPANY, INC,
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about the mother, but in some cases, in perktaps a crowing ang
significant number of zases, we ars talking about the aman who
may stay home for a year Oor two tc take part in child care.

I urge this for fairness reascn and because I think as a
matter of ssccial rolicy our Sccial Security System should no+*
unduly discourage peorle rrom staying hone during critical
Years of their child's development. I think at leact the
Social Security System should Lbe neutrzl t»o that extent.

The cost of this is estimated durinc the 19832-89 period
as negligible. Tt has a3 long-term ccst of .21, se both on
fairness grounds and because I think wve can well afford it,
would urge its adoptione.

Senator FPackwood: The cuesticn.

Senator Chafe=2: I would like +o ask the Social Security
people, th2 rerresentatives, is it pocssible tc monitor this?
dow does one identify that th=s hom2 has children under 67
Yhat does that do to yosur records?

¥r. Trout: Well, Senator, it could be an administrative
proftlem but we do have 2 provision under the 1980 disapility
amandm=2nts thatv already reguires us to deteraine child care
dropout years, so we are develoring ways of tryinc to
implement this kind of provision.

Senator Heinz: Mr. Ch2irman.

Senator Packwcod: £ill had his hand up first.

Senator Zradleyvs “r. Chairman, I think this ic a good

ALDERSON REPORTING COMPANY. INC,
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amendnent. I hope the committee will adopt it.
Senztor Heinz: May I 2sX how much this amendment costs?
Senz+>r Armstrong: e21.

Senatcr Leinz: .21 percent of taxable?

]

Sena2tor Armstrongs Lonc-range.
Senator Heinze Does the Senator prorcse tc offer a

second amendment, znother =2quity amsnimsnt?

Senator Armstrong: VYes, I have several amendments which
I hope *5 >ffar,

Senator Heinz: According to the cheet here, yout will

d care as well

}-

alsc have one for the dropout vyears for chi
as --
Senator Armstrcng: That is the pending amendment.

Senator Heinz: Unremarried divorced srcuses?

Senator Armstzcng: Yos, that follows. That in the

handout is not pric24, but T have the numbers now. They were

not available when we Yaroxed +hat sh22t, but the pendinag
amendrment has negligible costs in 1983-89, and .21 over the
long term.

Senator Heinz: Just so I understand the consequences, it
t cost much right naow, but it means we will have to

find .2 percent of taxable vayroll on top of anything else.

Ae are gcing toc have to raise the retirement age further or

i

reiuce r=2placamant -z2tes or increace taxes.
Serator Armsirong: The 3Senater is ccrrect, It is =a

ALDERSON REPORTING COMPANY. INC.
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some consideration for pecrle who have to care for children,

but it 2023 it in a sex-nesttral way which we telieve will

rly this

| ot

€ &an

1

Senator Eeinz; ¥r. Chzirman, cle
exXtremely attractive amendment to z11 of us, but I would hcpe
that before we stars voting for attractive amendments, we
find ways to pay far thenm. One ¢f the reasons that Social

Security, scme of our constituents tell us, got into the

[

situztion it is now in is that all kinds of very fair,

perfectly crocer and =21lso very equitable things were done,

v

but the system couldn't afford i+ 211,

[72]

I 2m nst opposed to what tke

9}

enator 1is doing, but I aust

o

-~

{7

oppose it gr ss he finds 3 way to pay for 1it.
Senator Armstrong: Tha S2nator makes 3 gcod point and I

promise tha*t I, f5r ocne, will sSupport zn amendment which will

(83}

ut T

|
|
\
liberalization 2f bensfits., Tt has a cost. In a2y view it
promotss 1 socially desirable end and is fair. t is in
éssence a return to the policy that existed crier to 1972, at
which time the irospcut years Wwer= fivs and twc. CTaczuse of
lezal guestions that arose at that tinme, it was ncrmalizéd
for everybody at five.
This rz2establishes the. principle that we oucht to have
pay for it, ani that amendiment is incluyded in here.
also want to pcint out that that agplies to evervything we are

doing hers tcnight. Ae nzve to decids what we want to do,

ALDERSON REPORTING COMPANY, INC,
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in the end we must he prepared to pay for it.

and

I den®t want to mislezZ znyone. The worst thing would be
ths situation whesrs w2 were l=2aving the funi unbalanced, and
I wouldén't do that for a minute.

Senator Chafes: Mr. Thairman, I think we have a great

danger of that taking ctlace. I think th:is committse, like
many ccmmittees, is strcng on voting for benefits and
reluctant to vote for taxes, and wh2n you saii .21, I

thought, that is fine. I thought .21 was something like

213,000, or maka it million, but nothing significant. But T

understand now that it is .21 of payrcll; is that right?

Senator Armstrong: {Nods affirmatively]

Chairman: If vyou add another cne, it wculd be two.

th2 twe amendments are .4 percent of payroll; is that

'ag

correct?

Senator Armstrong: The amendment I hope to ocffar in a

momant would have 2 long-term <ost of .20, and the total of

those wouli be .41, T would also roint out to the Senator T

have severz2l amendiments which contribute to thre solvency of

the fuad in the long term, well in excess of the amendments T
Th2 Chaiirman: Mavybe vcu should offer +hose.
I would much rather see the =avings

into the spending

b4y

before we cot

I
oo
n.
it

amendnents rosed depted

amendments. Human nature being what it ie, I

ALDERSON REPORTING COMPANY, INC,
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Spending ame
Senator
suggestion.
contribute 2
are moving ¢t
pavyroll, s»o

Rhode Island

nimants ha

v

Baycus
You know,
n additicn
o 6.7, up
it is not

r I would

The Chiirman: Rig

ve a goo3d

.21 means esmployers and

al .1 percent

o]

to 7 rercent.

inexpensive.

deal of

surcport.
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‘'t. Chairmen, I would seconid that

emrloyees each

of payroll. icht now we

That is .1

tercent of

Like the S2nator from_

likxe to see where the savings are first.

ht. I am sympathetic,. Tn

vrestled around with these issues on the Commiscion.

dartha Xavs,
area, and “a

interested i

fac

t, ve

?e had

who has ctrobahly been a leader for years in this

ry ¥Fuller

n eguity.

exterd the retirement

think,

an certain

was to explore these long-tern,

they

irs wi

who are

We got to the roint we el ther had to

age Or raise

1ling

t

to agr=ae

axes, andi what we, I

more or less agreed, only at a commission level, and

3t 3 committes

level,

see whether there was some

way we could work these in in the long-term areas so we

wouldn't Yo

or whatever.

Is that

Ms. Weavw

o

R

Mr.

(1}

r

Y

. Weav

The Chairman: I

forced to

a corcect

er: Yes.

s Yes,

[ 1]
2

er: 2n a

-4

but I

(4]

it
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=

tain -

not

0
]
)

2

X2 the amendments, I

I Xnow Senator
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is perfactly villing to pay for +hem.

Senator arastrong:s The Senator is correct. In fact, *he
Chairman ani I ars co-sponscors of 3 cropeos2l which in fact
would 14c so. It is not an inconseguentiazl amount of MONEY .

I said at the cutset it costs something but it is worth a
lot, too. It is 3 useful prorosal. It cotes down to what
you think our pricrities are.

I thinx this is important, and if we have to give a
little con the retirement ace, that does not seen unreasonalble
to me. PRut there is no kidding about ite¢ we must cay for all

of this, not just this one but everything else in the bhill

Q

and that we hzve rreviously voted for. That is absolutely
rizht. T Just think this is a worthy cause.

Senator Heinz: Mr. Chairman, coulé I ask whether the
staff knows hcow much, since .Z1 doesa'* sound like much to
many rpeopl=2, how nuch that is in dollzrs over the 75 yvears we
look harse?

ds. Weaver: Fob Hyers and I were just calculating that
and ve belisve it is about F2.8& billion Dar ysar over the
next 75 years, and that is in 1683 dollzrs, current dollars.

Senator Heinz: $2.8 billion per year?
thank vou, ¥r. Chairman.

The Chairman: Ar2 you ready to5 vste?
Senator Armstronc: Sure.

Senator Chafoz; Mr. Chairman, I will vote no until ve

ALDERSON REPORTING COMPANY, INC.
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The Chairrmans We can alvavs reconsider.
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Senator Chafeess No, T Wwon't be on the prevailing
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Senatcr Armstrongs ¥r. Chairman, it cuts both Ways.
Exactly what I need to offesr to pay for this depends con what
carries. It dcesn®t matter what order we vote cn ther, In
the end we have tc reconcile theme I don't have to offer all
of my amendments. If others want to cet in after this vote
ani offer amendnznts, that is fine.

Senater EBrzdley: Good. Good.

Senator Arastrong: I would like to nffer the one more
tha ties to this, and then T would be glad to vield. I have
several amendments but T 3ic not seek to monorclize the floor.

The Ci=srk: Senator Packwood.

Senator Pazkwood: Avya.

The Clark: Senator Roth.

[¥o> rescponse]

The Cierk: Sernator Danforth.

The Chairman: No.

The Clerk: Senator Chzriee.

Senazrtor Chafas: NO .

The Clerks Senator Heinz.

ALDERSON REPORTING COMPANY, INC,

00 VIRGINIA AVE., 3.3, WASHINGTON, D.C. 20024 (202) 5§54-3345
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Senator Heinz: No.
The Clerk: Senator Walloer.

The Chairaans No.

ha

The Clerk: Senator Durenterger.

Duranhargars Aye.

n

e

2to

m

fos ]

rk: Senator Armstronge.

+3

h

iy
-

°1

m

(

Senztor Armstrong: lyee.
The Clerk: €enator Symms.

Senator Armstrcng: Ayee.

n

The Clerk¢ Senator Grassley.
Senztor Grassley: Vo.

The Clark: Senator Lonag.
Senator Long: lLo.

Wait 3 minute. Is this your ama2nimant?
Senator Armstrcng: Yes.
Senator lLong: Rve.

Senatcr Armstreng: Thank you.
The Cl=rk: Sa2nator Matsunaga.
(No resproncs=.)

The Clerks: Senator M¥oynihan.
Yoices: Ho.

The Clarks Senator Raucus.
Senator Baucus: Aye.

The Clarke Senator Zoren.

ALDERSON REPORTING COMPANY, INC.
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The Clerk: ¥r. Chairman.

The2 Chairmans No.

The yeas are eight, the nays are seven, ancd the absentees
be rescordesd.

Senatecr Chafee: A+ je

W

St vou got eight votes for your
sing proposals, anyway. Why don't you throw them out.

Senator Armstrongs: dr. Chairman, can I take the

3

eanion? The S=nator from Shode Island knows I will do

te In fact, I have just offered sne which has teen adopted
ch did cick us up f2.% bil;ion.

¥Yay I offer next the dropout vears for divorced spouses?
The Chairman: [Neds affirmatively]

Senatcr Armstronag: I relieve all senators have a writeup

-

this, buat if you haven't hidi a chance to look at it, let
tell vou quickly what the background of i+ is.

In det2rmining benefits under the present law, a divorced

Spouse can rec=2ivz2 benefits rased upon the hicher of +he

benefits, bassd upon their own earnings or their spouse's

2arninss. Her> is the problenm. If vou get 2 dependent

ALDERSON REPORTING COMPANY, INC,
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talking atocut & divorced weman who has been married for a
long time, 1C, 15, 20 Years, @ho is then divorced and anters

the werkforce to make her owp “ay and does rot remarry.

3

"har

0]

xre simply not 2noush years l2ft between the tine

[

of the divorce znd the time of norrmal retirement fer her to
accumulate z decent earnings record. It Just isn't possitle.
It is a Catch-22 situation. So the notion of this proposal
is to soivzs that narrow problem for spouses who are
dependents, who are divorcad and who 15 not ra2marcy.

If they r

[\

marrty, ihey are right back where they were if
they stayed married in the first rlace, so this only
addresses itself to that group of p2ople who are in the
Catch-22 situation of beins divorced, makiné their own way
ani siaply not having enough years to accumulate a decent
earnings record.

This rroposal is not priced in the handout which has been
distribut=3d to you, and the r=a2son is the numbers were not
available tc me at that time. Let me just tick off what the
numbers are,

The costs to the trust funi are 1, «2, <3, .5, .6. The
total for the 1983-89 period is 1.7, the long-term cost of
e 2. In 2y opipiocn this is an equity in the Dresent svstenm

that neesds to be zorrected. I acknowledge it costs

.

|
|
|
spouse, and again, We are rost often, zlmost 2lways, in fact,
\
|
|
|
|
\
|
|
|
\
\
|
|
|
|
. . . . . - . - . . . \
something, hut it is worth something. It is a real injustice.

ALDERSON REPORTING COMPANY, INC,

400 VIRGINIA AVE., S.W.. WASHINGTON, D.C. 20024 (202) 554-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

L e B o

188

The Chairmans 4ell, as I understand, thic is another

=z

very fire amendment, but T Just want to tell my colleagues
that the moment of reckoning will com2 hers soon. Hew many
billion a year is this?

Ve

S weaver: The same amount, 2.8 billien.

The Chairman: So wve are looking at how dc we raise §6

S

billion a vear, 3$5.6 billion 1 year, and it is not easy,
balieva me. I don't have any ideas cff the tor ¢¥ my head
unless we wvant to co to 68 on *he retirement age, z2nd I know
the Senator from Cclorzdoc does.

Senztor Armstrongs Vo, the Chairman is mistaken, T want
to go to 66 and thereafter index %o longevity, which ricks up
1.68 rercent of payroll. 1In other ¥cris --

Senator Bradlev: 1.68 ¢£f payroll?

Senator Armstrong: Adopting the Commission's Option
F-12, which is literally after the turn c¢f the century
raising tha rstirement age one vyear, and thersafter indexing
tc longevity is estimated *to he worth 1.5 percent of payroll.

Senator Bradley: In that plan what would +he retirement

~

ags be in 20307

Senator Armstronags Tt d2pends on longevity.

n

tor 3rzdleys €97

i

en

8]

{Laughter]

ALDERSON REPORTING COMPANY, INC.
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into that.

Senator Rrzilsy: Ckave
Senator Armstrong: But T would invita th2 S=2nator's
attention to the handéout material. We rut in three charts

predicting longevity, “oth backwards to the 1¢30s and forwarsg

ife

’..J

to the 21st Century, and you will see, based upon

expectancy at birth, age 20 and age 65 what is harpening.

1]

They are going off the chart. There is no ¢etting arcund
it. The ages are rising.

Senator Brzilay: So it could 35 up ccnsiderably.

Senator Arastrong:s It could go up consideratly, ves. In
fact, I expect it would.

Senator Heinze Would the Senator yield? Just so we are
all clear on how this would work, there were a majority of
members of th2 Commission who recommended that the retirement
ag2 be raised to 25e 56 effective in the vear 2015, beginning
by - phasing that in in the year 2000 with the age £2 people a
month per ysar. That was scmething that a number -- and then
index to longevity after the year 201S.

Now, as I und=rstand the difference, the Senator would be
phasing in the age 66 approximatelv 13 vyears earlier than was
reconmended. Is mpy understanding correct?

Senator Arastrong: Thez Sa2nator knows me well enough to

say this, but

-

know that I am not trying tc be evasive when

>

I 3on't waat t5 tilk ahout retirement 2ges nov because T

ALDERSON REPORTING COMPANY, INC,
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haven't decidsed what retirement age propcsal T will
recommend, I helieve that my motion will re to adort that

which has alrealy paissed the House, or a vervy practical

r2ason.

(§]

If wh2n w2 32t te tha =2nd of the markur that is nct
sufficisnt to ccver the gac, even though T don't think the
House-passed versicn is as good as the proposal I have passed
out -- T think this is clearly better -- but there is some
wisdom, you kncw, in settling scme of this refore we get to
conference, so I am probably gocing to move to adogt the
so-called Pickle amendment.

If at that point we have adopted things that have
long=-term costs in 2xcess of what ravanues ire available to
ray, then we are clearly obligated to cover thcse, and there
are lots of Zifferent ways to do i*.

The Chairman: RAgain, I d2n't have any guarrel with the
amandment. We discussed the amendments in the Commission,
but T must say we took the leadi, the male members, from the
ladies on the Commission and I think there was general
agreemant thait as meritorious as thsses wers, we couldn't come
up with any way tc tavy for them.

Seratcr Armstrong has =2 way of paying for them, so we

have to make a2 rackage judgnent. If ve are willing to5 vote

-+

for the amendmnents tc ray for them, I want to be recorded

ay2. EFut we can't add $5.5 killion psr vear by adopting --

<

ALDERSON REFORTING COMPANY, INC,
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we have already adcoted one amendment --

amandaesnt shich is §2.8 billiosn.

by adopting a second

Senator Llong: 4hy don't we put on something to pay for

it?

The Chzirman: He are getting to get a chance to do that,

I juess, but hop=fully we =an always raconsider these later

on, but let's just have a roll call.
The Clerke: Senator Packwood.
Senateor Packwood: Ave.
The Cl=rks Ssnatsr Roth.
(X0 response.)
The Clerks Senator Danforth.
The Chairman: No.

The Clark: CSenator Chafee.

The Clsrks S2nator Heinz.
Senator Heinz: No.

The Cl=rk: I'm sorry?

Senator Heinz: XNc. I'm SOrry.
The Cla2rk: Sa2nator Wallop.

The Chairman: No.

The Cl2rk: Sa2nator Du;enbe;ger.
Senator Durenterger: Wo.

The Clasrk: CSenator Armstrong.

Seratcr Armstrong: Aye.

ALDERSON REPORTING COMPANY. INC,
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The Cl=2rk: S2nator

Senator Arastrong:

Senator Long:
The Clerk: Sen
[Noe response]
Tha Clz2rks Son
(No response.)
Th= Clarks San
Senator long:
The Cl=rk: Sanp

Senator Baucus:

No.

ator

ator

stor
No.
ator

Aye

The Clerks Senator Longe.

Bentsene.

¥atsunagae.

Moynihane.

Rauycus.

Th2 Cl2rk: S=2nator Roren.

Senator Boren:

The Clarks: San
Senator Bradiev
The Clsrk: S=2n

(3o responce.)

a
0.

ator

: No

ator

Bradley.

Mitcholl.

The Cl=rke Senator Prycr.

Senator Bradley

The Clark Mr.

The Chairman:

O9n this vot=2 th

: No

Chai

No.

rmane.

e navs 2re 12, *he ayes ars

ALDERSON REPORTING COMPANY, INC.
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amendment is not a2greed to.

Senatcr Bradley: ¥Yr. Chairmane.

|

|

The Chairman: Senatdr Bradley.
Senator 2radley: ¥r. Chairman, I have two amendments T

would like to cffer. The first amendment deals with the

taxing of benefits. Frankly, this presents some problems for

all of us. The Social Security Commission has sz2id that it

would tax one-half of Social Security for incomes of

non-Socizal Security income over $20,000.

What I would like to suggest is that before that tax on

one-half of Sccial Security benefits goes into effect, the

|
recipient will have had to have received everything that he
or she has put into the system, plus interest in the form of
their Social Security payment.

Since, as we heard today from the Social Security
Administration,.it would be difficult to do this on an
individual basis, what I will suggest is that the Social
Security Administration be allowed to estimate the average
period and tax benefits according to the averade time period |

|
out there today, which is no more than three years. i

So tha 2ffzct of this would be that a tax on one-half of
Social Security benefits paid would not go into effect until
after three vears of receiving benefits of any Social i

|
Security racipisnt.

The Chairman: Is there a cost estimate on this?

|
|
ALDERSON REPORTING COMPANY, INC, |
|
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¥r. DeArment: Tt is 2stimated between §7 billion to 310

billion ovar the decade.

Senator Armstrongs Mr. Chairman, excuse me. T thought
staff had completed their statement.

¥r. D2Arment: There is a bit of 3lisagr=ement. It is
either $% billion to §7 billion cost over the decade or $8
billion to §10 billion cost over the decade, depending upon
what assumption you use, but it as least $5 billion.

The Chairman: That is a pretty big gap. How do you get
it that bigz?

Yr. DeArment: That is basically by saying you are going
to lose three years' worth cf the taxation by assuming it is
about 2-1/2 to 3 years before vyou pick up the amount put in
by the employse.

Senator Bradley: Essentially it affects those retiring
this vear, next y=ar and the following year, the first three
years. It doesn't affect people who are already three years
into retirement or more.

Mr. D2Arm2nt: That is rizht.

The Chairman: As T understood ¥r. Myers this moraing, he
didn't think ve would have that much difficulty, is that
correc:t, in determining what?

“r. Mysrs: W=211, ¥r. Chairman, I think you can determine
what th2 contributions are for people in the past relatively

easily. Cne thing I am not clear atout the propeszl is would

ALDERSON REPORTING COMPANY, INC,
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it take into account benefits people have received in the
past or would it be Jjust prospactivs2? In other words, if
somecne has been on the roll for four or five years now.

Senator PRradl=y: No, it is prospective.

fr. Yyers: It is only the benefits they get from now on.

Senator Bradley: That is right. New retirees.

¥r. Myers: But for people who are now on the rolls.

Senator Bradley: People now on the rolls who have
receivad their full amount back in contributions would be
subject to the tax. It is peorle who ars not on the rolls
ani who have not rsceived their full contribution, and that
is why I don't know if thef figures are exactly correct.

Senator longs: Would you mind explaining *hat amendment
again? I am not sure I understand.

Senator Bradleys All right. The Commission's prorosal
now says that one-half of your Social Security benefits are
subject to tax if your income is over $20,000 as an
individual.

Senator Llong: Say it again?

Senator Bradl=y: TIf your income, your non-Social
Security income is ovser $20,000 as an individual, one-half of
your Social Security payment is subject to tax. What I am
saying is: fine, only 4o not begin to tax that individual who
has non-Social Security income over $20,000 until they have

received the full amount they have cortributed to *he system

ALDERSON REPORTING COMPANY. INC.
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plus interest.

Now, since you can't do that, as the Social Security
Rdministration said, on a recipient-ty-recipient basis, there
is an average period conventionrally lcoked at z2s three
Yyears. So the eff=2ct of this amendiment is to S3ay no tax on
Social Security benefits on one-half 5f the Social Security
benefits until three years after retirement.

Serator Chafee: Would you then impose a tax on 100
percant?

Senator Brajl=y: No. One-half, the same as the
Commission.

The Chairman: Let me just say, ani I don°'t want to cut
anycne off, but this was discussed in the Commission. It is
on: of those tough decisions, and whether it is F5 billion or
$10 billicn, if we adopt the amendment, we have to find the
$5 billion.

We have some ccncern about getting through 1985, 198€ and
19€7 as it is if we take out 32.8 billion -- an amendment we
just adopt=2d -- p2r year, and anothsr few hillion here. I
vould just hope we would not adopt this amendment. I think
it is probably more genercus than we treat Erivate pensions.
Is is, is that not corract, ¥r. Myers?

~¥r. Yyers: Yes, it is, because private pensions, after
the people get their mon2y back, which is a period of

probably less than three years, tken vyeu tax the whole

ALDERSON REPORTING COMPANY, INC,
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pension, not just half of it, and not with any threshold.

The Chairman: Do you want a roll call?

Senator Bradley: Yes, I would.

Senator Yoynihan: Xay I Sust say the senator from New
Jersey and I are normally in very close agreement on matters
in this committee, but the putting together of a program that
will put this system in solid shape, and the only close
moment we have are in the next three vyears. As much as I
would agree that it is a pleasant thing to do, it seems to nme
it would be a dangerous thing to do. It szems to me it could
bring us back here in two years time.

Senatosr Arastrong: Mr. Chairman, I want to offer a
substitute.

Senatof Chafee: If I under --

Senator Armstrongs Excuse me. Go right ahead.

S;natoc Chafe2: As I understand the rationale of only
taxing half the Social Security benefits, it is that ycu are
not taxing any of the portion that the beneficiary put in,

You are only taxing the employer's share. You are not taxing
any of what the beneficiary put in. So that the
beneficiary's contribution is not being taxed at all, as T
understand the rationale.

So the Senator from New Jersev's proposal is not only to
not tax it but to give é three-year leeway on the employer's

contribution.

ALDERSON REPORTING COMPANY, INC,
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The Chairman:

Correct.
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unamploymznt rlan to offer.
Senator ¥ecvnihzn: We have the long-tern.
Thz Chairmans e hava the lonc-torrn. Senator Movnihan

has an amendment on that. Senator Heinz, who wzg a member of

thz Commission 2ni a aember of the -onnittsse Tay have an

.

ndment, and thzt shoulé wind it up. We_miaght re out of

()]

am
here sson.
Senator Armstrong: I have an =2ddition to the i*tems we

have laid aside on the retirement age. T 3lsc have 32 modest

2

W)

amendmant on Tocizl Security and also 3 UC amsndiment. Do vou

want tc take that one little Sccizl Security amendment?

-3

The2 Chairman: Let’'s take the Social Security amendment.
Senator Armstrong: Y¥r. Chairman, this is a very simple

t te do with the d2pocsit reguirements for

e o

a

n
c

]

amerndment.

small dHusinegses. Uncer the present law, emplovers are

bde

epcsits basad upon the size cf *+he

1)
+
o
W

rejuirzsd t> mak ir

liabiliity which they incur.
enployers with §500 or less in

At the re

n
(]
jo
rt
ct
[
]
1]
~

L8]

fICX: and inccm tax can dsposit once

]
0
= |
D

monthly withholding £
2 month or once & guarter. Eaployvers in the FSC0 to E3000

cnthly. Employees who have more

]

per mcnth grocup derccsit

€W

than $5,000 z =wonth deposit up to eicht times a mcnth.

tc dco two thincs, actually three

'S
<
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(]
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T
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'._ [
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17}
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S
ry
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]

tWc thzt are substantive. Tne is *o raise the

ot
"
v
0
n
-
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=
-t

$3,000 thr=sholi to 35,000, simply rercognizing that with the
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13 inzludi= in my amendiment
cr compliance frem S5 perc
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imcosed for late cr irnco

in

rules.
atur2 of the prorosal. It has a small cost
ust fund and to the generzl revenue fund,
4 1n the material we hzve handed out to
is fair and, frankly, it ceszondéds to a very,
concern among small businesses who, frankly,
12 cash flcow proklems. This seemrs like 2

have 2 ccmment on this?

3mendment osszentizlly

[

ercsit withholding and

ct
Q
3%

n emrloyers have

ilow some emclovers in eff=2c+ +o0 be 3bkle to
llowing month rather than having to cay the

thzat

vy2ou have tc Jerosit would

11 businesses, aithcuch it is not
23 nhzroa.
avenee estimate ig coasistent with a smpall
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business.

Thz Chz2irnan: I wendzr what the -ut-off goin+
is. Yow do you define a smzll business?

n

Serator Armstrong: ¥r. Chairman, we 2on't at+

{a}
~
D
[n)
-

define small business, rtut that threshold of F

Senator Armstrong: There is no definition involvsed. Just

three tiers of differsnt depcsit iates anid very large firns

th
ct
}-J

re Y oe Thev have

Q

are deemed to te able tc depocgit very uen
iata processiaz, thay havz th> financial cipacitv, they have

ising that threshold a little to

1

the Ziocat. We ara just -

give & group of small or medium-small business ccncarns a

h

of time, dbut 2 little more *ime to

".A

little, not & grezt dea

b

.

get their money in.

¥r. W@eicss: S=2nator 3irmstrong, would the €5 tc 50 change

(]

oniy apply tc small businescesg, perhaps businesses with an

annual pavroll bslow 3 car+szin amount, or woul?d that zpply to

v ccn*templation is small Susiness,
but I aust admit I haven'*t thought that thrcugh very well,
and i1t sounds *o me =zs if veou have a recommendation. Po you

have &z recommendizticn?

r. deiss: Cre rossitility would be to look at the
innual payrocll fcr ths business or the znnuzl withhelding.
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Senztor Armstronge HFCcw 2pout instezd oFf <4oincg that, make

Yr. Heiss: I
¥ith som2 Kind of
Senatcc ErCaste
The Chairman.

amendment, bttt whs

testify, and they

closely asz many, 3

1

recirients zlsoc rs

4

r
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.

3 this ten-minute tre:s

Tongo: Sure, while we are at break, I have

nt. The very larce firms wouls alss have
ne that down and get down tc where *heir

nN01. I am not tryinz to helr the

m Just trying to help some recple.

rt

think thes ra2vanu2 ostipate is consistent

iimitation on theat.

ongs Tigzur> out what +thz+* would hre.
I Zust have -- I don't think it is an

a ’r. Fleminag ani ¥r. Cone avcreared to
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ccse, znd T think it is =z rather simple
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availebility cf Surpliementzl Security Income zné to encourage

those potentially 2ligible tc con*act their district office.
dotificztion shz21l bte made of 2all new beneficizries and on an
annual basis :c =211 teneficiaries by insert with their
benefi* ch=cks or throuzh separats notificaticn for those
with direct d=posit c¢f their checks.

I understancé %ES or whoever, SSA, ther2 is no reason for
this, but We have been unzzle to estimate the cost of the
procram. I know the administration feels that mos+t o< the

benafizia

la}
Ite
[
n
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ot

vz bazn notifi=d.
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n
ct

strong objection, it seems to me that is the

[41]

for the lowest inconme peorle, to

basis that thay mizht have sone benafits if thev contact

their district offices.

we can do

lert them ©n an annual

Senator Yoynihan: I think that is a fair point.

The Chairman: Co yocu feel strengly about this,

Hr.

Trout?

¥r. Trout: de lcoked at this ides overnight since we

1

heard atout it from staff. I want to make z cou

Ug

le of

points about it. The numbers that iniicat2 there ace only

6.2 percent cof Social Security beneficiaries who get SSIT

ion

assets ¢or zscs=2t incore. AS yosu Xnow, +he SSI acset

They =2l1s0o 22y »2 living with ra2latives and have thei

“e have made many efforts ove
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cases 3s w2 cculd, and the latest effcrts in +ha+ direction

have haé very small results. Qur feelinc is that to notify

will ze in a sense wasteful,
The Thzirrmane Have ycu ¢got a better jidez?

¥r. Trout: ¥ell, one thing we do right now is each

2 about

il

Social Security apeolicant who ises com= in is advis

the ability of the SSI progran, and if it sounds like they
might -e eligitle, we take an aprlicaticn frorm them. SYe also

-
A

have verwv zctive public informaticn campaicns and we work

with rrivate charity acencies to get referrals.

1]

we feel we have 3 vary active prcgram zsoing on richt now

1

2ascnabkly zull in

which just about pulls in evervone Wwe can

g a3 lot of monev.

n
‘0
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[
]

dithcu~

want to get into it. If there is
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The
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Rc strong objection, what we might dc¢ is include this in the

o]

cropcsal, and that will give us some chancz tc work with vou

betwesrn now and the time we J0 to conference if there is a
batter wav. Zut I can see the cost in mailing out 26 million
noticss. There ought *o be 2 way to lower that numter.

Mr, Trouts Jr. Cheirman, we thouch* about wavs of

targeTting this on certzin groups, Sut if you try tc target
it, for =x=mle, to cedple with low benefit amounts, that is

13

st pecrcle. You micht get douxle
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dippers 2nd that sort of thinc.
Senator Movnihan: Why don't we do this ani give you
chance of thinking of an alternative? VYou comes *o us.

were tzlxing about incentives here. e will give you an

“r. Trout: Thank vcu.

ierstand vour concern, but unless

3
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can just adopt this rather miner

e
O
=}

~
x
[{Y

there is object

amendmsnt., You aight hzve zone cost estimates, tco. So we

the

ry
“e

are

net ctryiag to take money ocut of the systenm. If it is geoing

to ke costly, we will zoms up with soms other ide=.
Let's breax now for 15 minutes.
Eow many other memters have amendmentes? Senzter

Armstronz?

Senateoer Chafe=: Cn this bill or on the evening's agenda?

The Chz2irman: On thea evening'’'s aza2nia.
Senator Chzfa2:; I have one.

t t2n minutes.

(=

The Chairman: All right. Let‘®s azke

+

Senator Chafez2: “r. Chairman, cn *he las thing, how

that left? Unless some change takes place, they are going to

mail out cCnce 3 y=3ar t-o 36 million ceople? Or is it that

thevy z2re ¢going tc talX to vou ané see what to dc sefore we go

The Chz2irman: orless there is obiection, I wiill
it. = 20 Terzalnly g¢cing o visit with the Sccizl Sec
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People to sse if we can come up with a better idea and I Ccan

Senator Th=zf=z: T hope you will nodi‘v i+,
Tha Chairman;g Ther2 has gcot tc be a tetter wavy to reach

th2 right c20piz2, BSut

The Chiairmans CSenator Yovnihan.

Senztor Yovnihan: Mr. Chairman, 23s we all know, we have
been dealing with the financial aspecis of the Social
Security funds in rouchly thrze timeframes: +hat is, the
period between now and 19¢C, which we called the near ternm,

ani the mi2iles term is the next 30 years, 3ind then the perioil

de clearly have taken more than aanle cazre of the middle
term, and sufficisntly, ¥e hope, for “he short term. The
lonq—term Juestion remains. There is, in fact, 2 .68 rercent
of payroll still to b= made up in this package. Tt can be

dcne in a number 5f¥ ways.

O
Hh

Five asmbers the Commission and many members of this

ccmmittee think th=zt the bast thin

18]

t2 do woulld he to rrovide

in this »3il1 *

oy

at there be a standby ta2x increase in the year

2010, whiza, if i* *urns out it is no+ neeiad, Congress can

rereal. 5ut if it is needad, i+ is there. And ir any event,
from this coint o5n the ac*uarizl socundness over 75 vears 1is
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attest2d t> by ths actuarye.
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e Xnow the difficulty of making real

re conmi+tted

L.
0]
s

evants in the far term, but in any event,
closinz thzt zctu=zrial imbzlance cver 7% vears, which arsw
somewhat in the recent repcrt of the trustees.

orizr to close it, ¥r. Chairman, in accordz=nce with

the views, with which you are familiar and which mest of us

[e}]
)
()]
W)

know here, T am gsing tc prcpose thet we provide for
percent increzse in the payroll taxe. That is, 1.0¢
altogether, 5.3 on either side, with comparable rztes at
self-enployed to take plaze in the year 2010.

This will close the reraining long-term gap, and “r. &
can testify to this, I think, of .83 gercent.

s affirmatively]

'S
r
.

(]
O
1]
n
L 1]
e
Q
[#%

Senator Ycvnihan: ¥r. Goss indicates that is the view.

Yr. Chairman, I could

The Chairman: No, no.

b4

Senator Mcynihzan: 2ut think you kXnow the argumentse.
The2 aryumants ar2 that we 3on't have to make any immediate
chances with cespect to this long-tern period, and marnv
intervening events cculd mezn we don '+ have tc make any
cnanges at all. But if thincs go sxactly as thevy are now

foreczst, this wouléd resclve the problem, and I wouli iike

iXe tc discuss it with anyone

3
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started our markup today, the leng-term daficit that we had
not adiressed, as I understand it, was roughlv .€E€ percent.
Senator ¥ovnihzn: Yooo
Senaztcr Heingz: 3ut ve z2pparently acdooted, zlthough I did

-4

gl that cost .14

6]
n

it, 3 child care dropout prop

2
Q
ct
<3
(@]
ot
m
Iy
(9]
]
}-s

T+

percent. So I assume there is a scorekeeper down there. My
unierstanding is that Senztor Moynihan's procosal would have
addressed the long-term prcblem if he had cffered it earlier
in the day, but the_committee has gone teyond <hat point and

now we navz an additicnal .14 percent that a lct of peopla

Senator ¥oynihan: Could I say to My friend, my
understanding is it might 2ven ke .21.

Senator HYeinzs You are quite right, .21. :

Senaztcr Heingz: We hetter reccnsider it first.
Senator Ycvnihan: T woull he happvy tc defer to the

Chairman's wishes.

The Chzairmzns Pardon ze?

Senatcor Heirnz: 4e werz Just saying Senator ¥oynihan's
proposz1 Zdoesn't cover the .21, and hes is szyinc it better be
reccnsigerad. I deon't Zncw whether there are votes to

re2ss the issuwe, I think,

[l

;s but We pust =24
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einz: Yr. Chairman, I have a guesticn. When we

Senaztor Yoynihan: I horpe we are gcino to reconsider that



1 before we zidrsss the lonj-term solution.

nk Senator Eeingz i

¥
Foe

m

correct+. If

n

2 Senatcr ¥cvnihans It

-

3 We den't, my prepcszl would not re adzquate to our purposes

)

4 1f we continue with the child care crovisicn. So, *r.

5 Chairman, vyou might want *o reconsider that Nowe.

6 T wouli iixe to reconsider it and wculd move te, as ycu
7 wish.
8 Senatcr Heinz: Dces anyone who was on the prevailing

10 The Chzirmzn: T think we 3iust vote 21 whether we wan+ to
fill the g73ap by raisins tazxes, and then I think there isg a

11 3

12 propesal ccaing from Senztor Yeinz.

we just took

th

13 Senztor Heinz: Wculd that be 2ll right, i

1 a vote cn the principle of covering the gap with taxes?
4

15 The Chairman: What was the vote on the child care credit?
16 ¥r. Lighthizsr: At this pcint, ¥r. Chairman, it fails by
17 2 tle vots, ¢ o 3,

18 Senztor ¥2ynihan: Is that the consequence of Senator

20 Yr. Lighthizer: That is correct, Senator.
21 Senator Yocvnihan: Then w2 d0 not have to recensider the

22 matter and it is zdequate. I could mzke my sgeech again.

23 The Chazirazn: Yo, no.
24 Senator Feinz: That is not necessarv.
25 Senatoc ¥ovnih=an: Did you 31l Jet it?
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The Chairmane Pc you want a roll call?
Senator Yovyniharn: Y25, ¥r. Chairman.

The Chzirmane¢ The Clerk will call the rqll.
The Clerks Sznator PackwocAd.

Senatcr Packwood: ivye,

The Tlerk: Senatsor Heinz.
Senztor Heinz: No.

{¥0 response.)
Thz Cl=zrk: S=2nztor Durernharcger.

Senztor Duranherger: ¥o.

Tha Clark

+

Senaicr Armstrcng: No.
The CTl=rk: Senator Syams.

ALDERSON REPORTING COMPANY. INC,

<00 VIRGINIA AVE., 3.V . WASHINGTON. D.C. 20024 (202) 554-2245




»

10

11

12

13

14

15

16

17

18

19

20

21

23

24

25

W
o]

3
u o
0
O
}-d
w
o]
-
o
n
Ww

i
w
ot
Q
[a]
o
w
-+
0n
W
o
L[]

Senator Moynihan: Aye.

tn

The Clark: S2nator Baucuse.

Senztor Raucus: Nc.

The Cl2rk: Senator Boren.

Senatcc- Pryor: Yo.
The Clerk: Yr. Chairman.
The Chairman: ¥c.

tor Danfor*h, no; zn4 Senator dailop, no.

n
D
o]
fu

tor Armstroncs AnZ Senator Symms, no.

N
D
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The Chairman: Those are coming in pretty facst. The
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YelncTs Y25, ¥r. Chairman. The ccmmittee has
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rather Zecisiv

problam by simrly increasing taxes on futurs jenerazticns, and

that leaves us rezily with two alternztives. Cne zlternative

1

is that aisct=2d >v tha Houce yestariay, which is %c razise the

retirement ace tc =ge 57, in a somewhat complicated way, bhut
aonethasless tc zge 67.

That would not Le amy first choice, for a variety of
Tezsgens, particuiarly since I believe there is a more

balanc=22 wiy to procesd, a2rd that way would be to, as a

nenbers of the Commission did prcpose, to

m

maiority of ¢
raise the retirement age tc age 66.

Now, 2t that point I would part somewhat with the
majerity of the cormicsicners and rnot index. Inztead what I

ff=2rence 2t a very

b

Would cropose w2 io is <o make urp the 4
little bit aore, which I w#will explain in a moment, by

adjusting the prinary insurance amount acrocse the boar?d
devnward by abcut .% or .53 percent, dependiing on what

nNumrLers we nesd.

Yow, it hzZ bzen 3y original intertion to time these
changes =0 thzt there wouli bhe enough money bcth to cecver the

elimination of the retirement test, the elimination of which,

as I understaad it, would only zost .05 in Senater
Arnstronc®s prorpcsel.

Yr. Myzres: Yes, *hat is correct.

Senatcr Feinos That Is something that is very, very
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moiest ini=ed, .0f. T was rrepared to advocate zaccommodeating

3 suggestion Senator Ekrmstrong made, which was on this chiild

Care drorout years reducing them from 2 +c 2 and lowering the
cost to .14, hut T agrsed tc that, ‘rznklv, or *:e assunrc+tion

that his zneniments had the votes.

I necw find it does not have the votes, so T =m not any
longer willing to zddress it because we don't have to.

What I wculd rropose is that we raicse the retirement age

from 65 t5 66 over roughly totaliny 3 15-y23r pericd, between
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(@]

the year 2000 and 2G15. That world put us at abou*t .33, zs I
understand izt.
ve . «3%, I think, really. That is as in

If we --

Could vou rcund that off to 407 Yould
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Senator Heinz: So we need Just a point.

Senator “einzs How would we 3c on the PTIR?

Mr. ¥ysrs: You cculd 2o that, zs the Ways and Yeans
Commizttes bHili did, the ons that was introduces into +he

percent reiztive

ja o
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reiuction, yvcu could a

vould prcduce the .22 and give you your exact halance.

U prercent reducticn, and that

Senator Heinz: I am not hung up on exictly which wave.

¥r. ¥yeors: H#ell, close.

Senator Keinz: T will gc along with anyone whe wanits to

do it so long as w2 4o it. That woull, ¥r. Chairman,

e

proroszl for eliminating the ret

be my

rement test as Senatcr

Arastrong wants ts 4o, and I think we should do that. There
is a unique opportunity *o éo it and also mike sure that we
spreac the burden cf trving to make Sccial Securitv sclvent.
de don't put it sizply on neocle by forcingy them ‘o work
longer.

The Chair~an: Does that 21so take care of the concern
Senator Arnstrong sxpresse? about the child care credit?

Senator Feinzs e, it does not. I explained that when
Yyou were out of the roem, I think. I indiczted it had bdeen
my inzention when I came in *here to address that, but I
agresec to that on the z2ssumption +that Senstoar Artastreonz had
the vectes on =is child care.
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Tha Chairmzn: Fe zaid he woul2 have hai the votes, but

i

hecause this was part c¢f the packzge, I thirk, he diidn't have

the votes.

tor Helnz: icw is th=2t, agsin?

n
e
ct

~efla

-3

h Chairman: I+ is zconfusing, but --

[

Senator Armstrongs It is not that cernfusinc.

The Chairmans It is my understandiing that it will be

t

"l
Q
ot

part of the rackage. I think what we are tryi o ficure

i

.

se to that .7 we

o]

cut Wwith the actuaries is how do we gzt =1
agreed tc 4o in the Ccmmissicn report and take care of

ter *rmstrong,

fu

repealing the =zarnings ta2s:t 2s outlined by Sen

re credit to reduce the lonc-term impact

m

m

modify the c¢child ¢
on that, stor zt age 66 and do the ben points and still te
within .1, .2 or scmething?

If we could round these things off like we do in the

D

Budcet Committee, we could do all right in her

sk ¥r. Mvers how we could do0o that.

sy

Senator keinz: Tet's
Mt ¥y=ars: ¥Yr. Chairman, if you have the two childcare

then ycu would do with the ben ncints cr with the

0
IED
oo
~

vezr

ni Means Committee did,

W

benefit formula Jjust what the Ways

.3 percent. That Wwould give you 2 b»alancs within vervy, very

®

~

.
(@]
—
O
t1
.
(]
[xV]
*

clos
The Chairmen: That's 23111 right, isn't i+, 2ill?
Senztor Y¥itchelli: ¥Yay I ask a guestion? Three people

have now used the thrase "%e will 3 it with the *ern

ALDERSON REPORTING COMPANY, INC,

~00 VIRGINIA AVE.. S.W.. WASHINGTON, D.C. 20024 (202) 554-2345




points."” Now, that might mean scaething to us here. Someone
parhaps shouli exrlain what that mezrns.
Senator Feinz: I could actually propose tc 4c¢c i+t with
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now in the

=

aczion in th

111 4id. Tt was modifis=Z on tha flcor. “hat they

the benefit facter at 90 percent is arrlied to the

5f avsrzge =zarnings. They r2duced that 90 percent

relative, In other wcrds, they brine it down to

Yitchell: In p£lain Tnglish, then, 2 reduc=ion in

ars: A reduction in relativz henefite,
Senator ¥i:ichell: So when we use the 3Jargon "we will do

b2n points," what we mear is we will accomplish

Yy rTeducing the benefits paid tc the

Yveres:; Yecs. For instance, the average beneficiary

of eernpings at age 56°S5.

)
& |
[}
3
3
‘Q
U}
t
n
&
N
Lol
m
[}
(g}
M
[}
t

ean they get 40 percent.
¥itchell: I thiank it is important we unierstand
taixing abocut.

¥Movnihans Mavy I say to the Sanator, in fairness

€ Youse, it is not 2 reduction in
15 =z rzduczior in revlicament ratec. Benefits
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by this tizse will be considerably higher than they
real wages JICWe 2ut the replacement ratz will =c “rom 42 o

40. It had previously been 28 and it crert up tc L2,

Wil 25 a result of this action receive a benefict smallier
than wculd othsrvwise have kteen tha -aszea.

Senator ¥ovnihan: That is correct.

Ms. W2aver: S percent lower.

The Chasirman: Bob, ycu, Carolyn or Hr. Gcss, could we
run over that one rore time so there ic no uncertainty o
whzt is in the prcrosal and how close Wwe come to our megic
number 2f .68 or .77

¥r. ¥yers: Ffirst of all, the magic number, as you put
it, now is .€% percent aftsr thes changss have heen made

ierstand the package proposal, it would

o
m
H
(o]
[
m
ct
i
U
*
1~
n
b4
€
o}
n

increzsz tznefits in two wavs. It woulé give twec child care
vyears zand 1t woul<d eliminate th2 earninas test bPeginning in a
phased-in manner in 1980 the way Senator Armstrecng prorosed.

€ the

W

¥ow, it would reduce cost:s by going up to age €6
ncrnal retirement sce, as in your bill S.76, that is,

bezinrning in +h2 y=zar 2000 ap Jetting up there in about 1%

years It wculd cteduce the resrlacement rates to *he benefit

formula by about £ zercent, again beginning in 20C0, 2and this
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02 -- thzt, T wdould say, is in very clcse actuarial balance.

The Chairmans In other words, we won'

[Laughter]

Irn years gone by, if ycu were within .

t ¢co to

1C it wes

311 for

considered good. If you were within .03 cr .24, I weculd say

Senator Eeinz: ¥Xr. Chairman, I think

1}

th

t is

§

reasonzble proposition. T would make this observatiorn Just

so it is

0

[41)
(=)}
.

retirement age after age
¥re Myars: VNo, it does note.
feinz: The other *thing is tha
susgec: soaecne will come alonz and offer
retirement age proposition like they have
Is thzt proktablv sccurst2, ¥r. Chairman?

Senztor Chafes Cr 1liXxe the Wways and

~

pilus hzlf ths tax.

The Theirman: I hcope we ccul? accept

lear. This does not includs indexing the

t 1f this

fails, I

a straight

in the House bhill.

Yeans, a

or adopt

inmendment and we Wwoulin't have to worry =zhout what

haopen aftsr that. I ic telieve tha this
coueld no%t z:2grcse o5n in the ZTommission. )

ben point

this

might

is the area wve

.

said: okav, you
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fight cver the .65, cor in this case, .83, and that is wha

i+

)

hacpened on ths Youse cide. It is otvicus there ig

to rzise taxes on the committee, and this 1s ancther option.

So I wouldé like tc vote con it.

Senzator Zrsilzv: Could Mr. Hyers summaricze 2¢3in the

compon=2nts oI this cackace?
Senztor lang: Wouldi vou 1o that one more time?
¥r. ¥y=rs;: Yfes, ¥r. Chairman.

The deficit that is trying to b2 7met is .65 cercent of
ctayroll. It originally was .68 percent, but sor

changes you mila zarlier brouzht that down. 2 courle of

little changes. ‘cw, the two things that are gadded, the two

benefit costs that are added, are two child care dropout
Yezars and phasing cut the retirement test beginning in 1290
and phzsiag it out, T guess, in 199L, the way Senatcr

Armstrong prorosed.

That @woulé raise =-- if vou Jjust dig that, vcur deficit,
then, wouli go up *c .85 percent.

Senator Sradlay: You phase osut +ws child care drorout
years?

Mre. dy>rs N>, that 1is 2 permanent f=satura. Tt is

phasing out the retirement test.
Now, to9 m==2t that Aeficit of .85 that you woul2 have i¥

you c¢id nothing eise, vou would raise the retirement zce to

o)
[9)
O
‘_l
o]

66 grzduzlly regirninz in *he vear 2CC0 and rezchi

m
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2lso then reduce *

r 2015, as

i

ye

in the Chairman's

he relztive level of

(]

1n the bhezn2fit fornula by 5 percent rslatively, +he way it
was 1in the Hcuse ~ays and Yeans Committee »Hill.

The two of those together would rring in .a2. That would
lezve =z gap 9fi .03, which in my cpinion you are ir very close
actuarial balarce if you are that near. The figures, after 3
2li, for that lcny 3 period ars not that érecise. |

The Chairaan: The Clerk will call the roll.

Ch, excuse m=.

Sena+or Prycr: Gne‘quick guestion. V“hat happens if we
do nothing in *his ar=sz?

¥r. Myers: 1If vou don't do anything, ycu have a deficit
of .65 percent.

Senator Pryor: That is a projection of over how long =a
period % time? ‘

¥r. Yyerss It is 3 75-yezar proiection.

The Chairman: How many dollars is that?
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¥r. Yysrs: Yss. HYe nave a third of the lens-range

o

jeficir. The Fous2 bill elininasted this deficit by Jjest

[oh
1))

icing the retirement age up tc 57.

Senator Eradley: “hzt is the specific change in bend

rercent tha2t is appliad to the lowest would te orzdually

reduced beginning in the year 2200. So the ©°C rercent would

3o to 8% parcent.
Senator Eradley: The firs+?

¥r. My=rsa In each of the factorcz=. The 32 percent

factor would go down bty 5 percent.

Senztor Ermstroncs: ¥r. Chairman, I just want to rin down
one tzle. #e are talking about clcsing the gap to the
revised estimated long~ter:s deficit of 2. --

¥r Myars: a5.

w

2

Senator Armstrongs That 1= different from the number we

m
(@]
@]
3
3
o
n
n
'J
0]
&)
.
QD
-
[
(@]
o)
-
[ ]
o]
~
-
.
o
Q
[a)]
N
.

had befosrsz =on +h

=

Senaztor RArmastroncg: That wesz revised up slightly and
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Senatcr Mitch=ell: Zould T ask ¥r. Myers to explain one
more thing, then ycu said tha charge in *he hend pcint wculd

real wzges te<ween now znd then, sc trat no person could be
said t2 be suffsringy =2 bana=fit redection, would vcu explain
that, rieasze?

I tkink, in fazirnese, I said that.

Senztor Yovnihan

Senator Mitchell: Did vcu? I am =scrcy.
Senator ¥oynihang And I cannot prove it, hut i+ would be

the historical experience that over the next 20 years real
wajges will have increased =nouch such that a3 & cercent
decline in the rsclacement rate would not mean a lower real

n going ur regularly. This is a

[85)
[{H]
o
1]
]
H
cr
U1
-
(4]
<
(1))
cr
[{}]
h
3

benafit.

The Ch=zirnan; The Clerk will call! the roil.

The Cla2rk: <Senator Packweod.

Senat>r Eoth: Ava,

The Clark: Senatcr Danfcrth.
Th2 Chairman: Ava,

The Clzrk: <Serator Chafee.
Senatcr Chzia:z: YO
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Tha Clerk: Sz2nztor Heinz.
Senator Eeinz: Ave,
Th=z Clerk: enztor %Wallor.

Senatcr Durenberger: ive.
The Cl=rks Ssnator Ermstronc.

0
ry
W
n
"3
0
]
n
®
.

Senator Movnihan: %o.
Tha Cl=2rk: S2nator Rzucus.

™ -~

“ha Clarks Sa2nator Zcran,
T~ - 4 >

Senztor %oren: AVE.

- - : - - .
“t2 Ciark: Sanator cradliav.
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Senator EBradlev: ive.

The Clzrk: S=2nztor Yitch=1l.

Senatocr Yitchell: fve.

The Cl=rk: S=snztsr Pryor.

S=natcr PFryor: AYE

The Cli=2rk: Mr. Chairmzn.

The Chairmzn: Ave,

Oz this vote the ayes =zre 12, the navs ar=s u. The
amendment is agrea2d to.

Senztor Arastronz: Mr. Cha2irman, we left z2n arendment on
ths table 2 moment acc.

The Chairman: VYes, there is an aranima2nt pending.

Senator Armstrona; Ke had a questicn of staff as to how

the

(ad
o]
rh

to define the issue of whe shouléd get the Xenefi

slightly more libersglized compliance provisions unréder this

anpa2ndzant. And T think we ncw have a oreopssed resclution +

that.

businesses which zo%t the benefit of thiz reduction in the
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with

iirms whose withholdinc is $75,CC3 or
ify the deposit rules.

o
o+
-3

impact impact of th:

Mr. ¥2isss: Thz rzvenue impact is aprroximately §1.1
billion in fiscal '€4, and then $1CC million 2 year in *gg,
'86 anZ "87, and then F400 million in '©°82. So it is =a

]

curulative zota

Senator Armstr

amendment

el - -
he Chairmans

‘n
iy

nator [lursnberger:

sf F1.9 billion.

That is fer bv *he

locil Zepocits.

spent that.

Dces it have to be that costly?

We -ould take cut banks.

I thouzht w2 1 little technical

amendment here, but 2 billion dollars is almcst werth
noting.

{lzughter.]

Cenator Armstrcnos Yr. Chairman, I shouid reint out that
the ccst -- I 3id neot hear staff's estimats. Did vou say
$1.¢ billion?

¥r. deiss; Y2s, cver the '?3 +¢c 'ug,

Senator irmsitrcncs Yy imcression is that is a ceneral
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revenue cecst, and that the $.° biliion is the five-vear cecst
for the trast funis. ~ni 203in I point out, we pick uc $2.5
from the state and local

billion for the trust funds

Jovernmentz.

The Chairm=n: Yes. Syt I have a2 strance feeling we will
probably n=2zar from the stzte and 1ocel govarnmente.
Senatcr Armstreng: Ye might. In any case, the effect on

'—J

the trust fund is only 32C0 rillion over five years.

The Chzirmans Well, T dc not think -- it mav be a good
idea, *ut I am not certain at this pcint whether we can
eliminate FEDC million or F100 wmillion from the trust fundés.

We have Jjust aiven away a bit in the last package we

idoptel

ess the ccrncern Serator Armstrong

=
b
I
ct
QO
$id
3
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O
o
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ot
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"

lion dollars?

j= o
v
n
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ct
s
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[
ot
n
L]
D
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[}
}os
3
Q
)
og
[
s

¥r. %¥eiss: Insteai of going from $3,000 to §5,000, you
could go from ¥3,000 to §4,0C0, which would protatlv cut the

revenue intos a little less than one-hal#., It micht go down

D

billicn instead of p1.9 billicn over

}.J.

to ¥1.1 pilliorn or §1.

Senato>r Armstronge let me come back *o the gquesticn of
state z2d icczl depcesits. T thinX you are correct, we are
going to hezr “rcm those,

vy

M

O

k!

- 3

m IS

. Iif]
")

’g

"
o
&
3
(§}]
=]
0,
o |
)
m
L |
1]
o
8]
(V]
1
[
Q
t
(V]
ih
ul
3
o}
[
b
N
cr
[V
t
[tV]
o)
oo
£
o
0]
3]
W
[

ALDERSON REPORTING COMPANY., INC.

<00 VIRGINIA AVE.. S.W.. WASHINGTON, D.C. 20024 (202) 554-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Senztor Armstrong: I understani that. But 211 we are
dcing in the zrmendrent we adcrcted on state ar® loc=z1l
SgCvernment 1S s2yin3 they shouldi bz con the =same deposit

1oczl units will not -- thay will be gettinc the cane tenefit

or

we ars tzlXing eabout in this amendment for the smzll
emrlicyers.

I axpezt fully we will hear from scae tate

]

To m=

~

govarnments and @maybe some latge local unit jurisdictierns,

th k in

m

t i+ is imzossirle to Justify giving a bettsr *rra

m

decosit rezuir=ments to these large scphisticated local
govarrnrent and state goverament units, that have not only

but datz crocessing, +thr3in we give

in
[ )

float and fisczl rasourcs
to the crivate sector. I mean, fair is fair.

I think we can stand our zround on the earlier amendment,
which more than pavs for 3iving a modast d23ree of relief to

The Chairmzans I am Zust reminded in our s+tate that our

[+

stite coclilectz it for z11 the localities, and it makes it
difficulc when thsy collzzct it for all the loczlities to make

-

that parvment, “ow zany tipos? Zight times a month or eight

Thev like to usz that monev as 3 little float. Thay meke
a little money %y nct maziling it in sc fast.

I would likxe %o zcceoamsdata everyone, but T ¢o notr think

ALDERSON REPORTING COMPANY, INC,
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3
== I would just have to hazve 3 rgli cz211 vo+= c¢n that
amencment.

Mr., Lishthizer:s r. Pzckwood --
“enator ¥itchesils “ould <the Clerk stz+t2 the amendren+t

n
Q
W
=
e
2

The Chairman: Tight. Jandy, would you ZJust state i+?

Yr. Weiss: The zmendment would provicde that emplovers,
instead of anier cressnt law, which raguires that employers
with 3,000 of zccumulated withholéding tut their money in ug
to eizht times 3 n0onth into tha daposit systam, this
requirement instead would apply to emplcvers only with £5,000

of accunulzted withholding.
If they had less than §5,000, escentialiy they cculd

of the folleowirg mcnth to

1))

generzlly <vait until the midai

—~

deposit. 2&nd z:1so0, for businesses with F75,000 or less of

annual payroll taxss in prior years, they woul? only have to

deposit 9C gercent of the a2ccumulated amcunts rather than

Heinc: “2v I Just ask one zuestisn?
Arpreoximata2ly hcw many emplovess woul? 2 husiness have at

$3,000 and now manv employees would thev have to $5,0607?

¥r. Weiss: I guess ¥%5,0C000 rouzhly 2 mcnth would
$60C,C0C & vear, which would crebakhly -e akout £18C,000
tayroll & vezz, o0 it wculd be 10 teo 4iZ erclcovees, 12

i

b
w
iy
-t
¥
)
-+

scnething
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The Chzirman: I am just suggesting, I do not have many

Do Xi=s

-

-

(1

m

Aow. Tayhe ue

=3

P
Y

Senator

dccer:t som=2tning on the Sanate flcor, hut there must &

W

other wav to reli

without having that much 2f an impact. Mayte nct. Ycu are

ve that turden on the sm3ll business

n figure out somethirg, heczuse T thirnk

but I just hope we would not adort +this amendment

talkinz akout a 1ot of employers and it Joes neot tzke long

We will vost= 4ithouat iry ora2judics to workinc cut

fenator Armstronge “r. Chairman, if it is yvcocur desire

wait ard have me offer it cn the floor, T will e glad

will »e offeriag other amendnments cn the flceor. It is

to.

no

inconvenience, ani I rather sense, the way thinges are going,

that I might have a better chance if I wait to see if we can

WOoCk somethingy sut or taka ny cise to the floor.

But we rezlly are talking, in terms cf the sScoge =2
m2ynitude 27 th2 sociisi security trust fund and the de
we have maisz, ¢f 3 very, very small amcunt, andé we arec

nd

ci

<
=

io

talXingy about saall enpclovers. We are talking aztout little
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I woul?
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cctent

heve nct hzd a chance to fccus c¢cn

s this an amendment

ccsponsoring? T think Senator

am perfesctly willing to withhel

fax. I think we wil

have you got for it cver there

tor Paucus:

Senator

nct

think,

pacXkage this

Arastronc:

sure

Mr.

4

ot
v o

~
w

h

jon o

Y]

8]

A couple.

I thirk we have gct a
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mething else I might %ant

Yr. Chairman, I wculd 1ik
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would “e if we made this neutral insofar as the narriaqge
penalty iz concerasd.
The Chairzans It is how @many hillicon?

Senztosr 329ran: I am not tz2lkingy ahout changing. I am

tzlkinz about if it vwere revenue neutral. 4h3t wculd vou
have %2 set ths threshold a2+, the “axabie figure, toc make it

revenue versus married

One option that we looked at in terms of

wculd be about the same zs the Committee Eill

and would be much amaore nearly neutral woul? bpe thresholds of
320,000 for single tecple znd $35,000 for married counles, so
that thes marrizd woul? go from $32,000 to $3€,0C0, the single
would go down from §¥25,000 to $20,C00. That would be

approximat=ly ravsnue neutral.

It woulé have the effect 0f certain peorle, certain

individuz1s whosz2 other 2ijustad gJross 1income ¥as perhaps in

the $15,00C0 to §20,000 range would be subjected to tax on

thsir ben=fits

—
3
)
B
n

oren: Well, Y¥r. Chairman, cnallvy favor

red
14
jn
H-
&)
=~

that, it is something

the Ccmoittee decide. It wes raised seversl

tines.

4

Th2 orizin:l prorosal was $25,6C00 and 320,200 or

sonething when the Zeommizgsion firset repcrted, andé there were
all sorts of seniosr citizanz who <tooi up znd =2id4, if there
are twe reorle who 1live tccether tha* is T40,00C and if i+ is
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one marrcried cougls that

Yr, deisse; Aprreximately.
Senatsr Ecoren: Put to make it neutral, so thzt there
‘would h»e nd> marriage penalty. You would be lowering the

taxable threshcld for the individual from --

&t}
(0]

¥r. v¥elss: rem £25,000 tc $20,00C.
Senator Boran: End increasing it fcr the married couple
from $32,C030 to $36,000,

Senator Yovnikan: Wwould there rct be scme persons for

whom vou would Xeep it under $20,0007?
¥r. Weiss: VYeg. The *test would be whether vcur cther

income plus half vour benefits =xceeded $26,006. If you have
$10,000 of bhen=2fits, you wouli start chasing into the sys+tem
ahen your other iacome was $16,000 if you were an unmarried
infiviiusi.

Serator 2oren: Suppcse you put §20,000 zs the flcor and
remcved as much of the penalty as we could. You would Jjust
have t> work that out mathematically.

Yr. Yeiss: Thzn vou prokably wculd not -- you vwouli tre

1Y
£

tizght hack up o F25,000 for singles.

ALDERSON REPORTING COMPANY, INC,




10

11

12

13

14

15

16

17

18

19

20

21

23

24

25

Xr. Zighthizer: If you were resverue aeutrzl, you would
be rignt wners you azs now.
¥r. Weiss: Fight. &ni if you want to zCc Lack up *o

Senztcr Zoren: T am not talking =zbout going¢ razk ur to

¥r, Yeiss: In terms cf the combined income.

is not another ons =--

-3
o
W
2]
o g
W
'...I.
ry
=]
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o]
e
i
T
&)
=]
L2
w
"
[
h
o
g
}..l
n

again, I d> not want to shut anycne off, dut cbvicusly this

is rather zcomplicated, is i+t no+? I 30 not understan® it.

=]

0

i

There micht be ancther arez that we might want to srcend some

Senator Heinz: Yr. Chairmnan, if the Sanatsr from

Oklahcma would be willing, T have an amendment that is not

t

technically 4ifficult and T would be willing to *ake it while

}

this is --
Senator RBorans T woul? like to resclve this, because T

think it is something we ought to zs a matter of crinciple

decide, do vwe wint to have +his imposed, another marriage
penalty, or is this z2n 2rz2 where we want tc start out
without a marriage penalty. I frznkly would like to see us

not have 3 marrciass penalty in this A~t.

ilel tec others.

£

I rezlize tha*t whet is in it acw is par
There is no use arguing. “hy 20 we not just vote, 4r.

Chairm=znp? I+t 1s Zust = varv clsarcus ca=ze, ar=s vyou willing
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to take the conseguences of adjusting these two figures so

th=re is not 3 narcciags psnalty, or woull vou rathar, in
order to stay abcve whatever magic figure trat is, have a

nacriaze panaity?
Senator Duren*ergers T just sugg=zst, the marcizge
penalty in this ca2se, the jemocrarhics are & little different

d a yzar or Lwo 3aQgo.

m

than the marrizge penalty we discuss
You have got an zwful lot more single women in the category

2f 65 i ov

W
o |

D
[a}
L]

e, they have skewved that

11

But vou s

[}
(T
O
|
in
o]
.

t

Serato

> 1t r=venus neutral, It is nct exactly a :two

jos]

somewhait To kee

ko]

to one situation.

#r. Weiss: VYes. I want to make clear, in effect under
those figures I cited you would be affec*ing some unmarrised
individuals whc zre not now affected under the Committee ;
bill.

Senator Ecrens: Ch, surs. Ycu weould hzve to.

Mr, Weizsss To make up the loss.

Senator R2oren: You would have to. That is the only way
you can do ite.

T Just feel orligated tec offer this. I may te the only

on=2 who f=221s thsy would opt tc make a few mors feople pay

the tzx to ceducs the marriacge perzitv.
The Ch=2irman: Let us vete on it and see how it goes.
The Clzrks 2=zckwood.
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Senator Packwcecd: NCo
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Senator Durenberger: 70

Tha

Senator Armstrcng:
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Armstrong.

Aye,
Symmas.,.
.
Grassley.
slevs: Xo.
Long.
.
Zentsen,
.
Yz Tsunaga.
-]
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wase.

337

Senator Yovnihane No.

Senatocr Raucuse No.
The Cisrk: Hcren.
Senztar 2orang iya.

The Clerk: ¥r. Chairnan.
Th2 Chairmans No.

Senator Roren: I was zlmest right, ¥r. Chairman, that I

t bs the only one.
The Chzirman: I think it is a good pcint.

Senator Boren: ¥Yaybe we can wecrk on somethinc to modify

The Chairm=zn: I am not as anxious now to do tha* as I

Seratsr 2crean: I car undarstand that,
(Laughter.]

Tk Chairman: 12 nays, 2 veas.

Senator Heinz: Yr. Chzirman, is it now time for

ALDERSON REPORTING COMPANY, INC,

<00 VIRGINIA AVE.. S.W.. WASHINGTON. D.C. 20024 (202) $54-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

am

1]

amendment on the

testinony there, vec. 2yt

Senator H2inz: We have modified the amendiment, ¥r.
Chairman.

For those of you who ware not hera for absolutely
remarkable testimsny from the Amish grcups, they have an
exemption right now frcm social security zs leng as they
self-emploved, and thesy came asking for an axyenvtisn ‘or

let me back ur z moment.

\
ndments of brozd, gzenerszl, sWweerina interest, such as my

Thay have an =2xemption for themselves 3s lonz as they are

self-employed, ani their relicion forbids ther, not to pay

taxes -- they are 311 zicht on raying *taxes, but their

religicn for»ids them either teo pay into or to take benefite

frem a2 sccial insurarce Systen. They are orposed +o

insurance. AS 1 gtesult, *hey actu2lly maks 2 rledce as

of .their religion *+hat not only will they net ray into social

securitv, they will never =ake a cenefit cut of it. Father

unigue.
The problem is, *here are no longer enough farms for

iniividiuals -- thzy 2rs 3imost ill farmers -- for the

individual Amish to 21l ke self-employad., €c thinas zre
changing andi what is Sapcening is some Amich are gcing t

L
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n
P
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Q
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and

Sec-uritye.
would

Amicsh,

arhout

=

seek to exempt thenm

@ still wcrking fFor other Anmis

came way the ermployer, iFf

total of 6,000 peorla

this rather unigue matter of convicticn. 2nd we

Closely with th2 staff on this. ¥y unierstanding is, an
cannot speak fcr members of the Committee -- T anm

to -- but the st3ff is sactisfi=2d thiit +this cauces no
problems; is that correct? The Socizil Security

; ”
2aTicn Y

Administr

Mr. Trouts

princizle, but

the ccst.

¥r. 50ss: Tor this

period '84 through

approximately $2 tillion

Over th lcng

‘D

ravenuzse.

itle.

€

13
+d

ne

19}

Sfenatcr Heinz:

range, hut

I think we should ask the actuaries *o

or

'89 thes ccst

oposal

to JATDT would be

- that 1is, szO

thoucgh, it would bhre

neglizible over the 1lcng

revenue in the shecrt run

period period.
be negligible in

ben=fits out tc theca

ALDERSON REPORTING COMPANY, INC,
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I

not trying

Senator He2inz, we have no chiection to it in

he
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¥z. Gosss: That is rizht. e woul2 ro loncg he rzying
benefits to these peorle, for one thing. R2ut i addition,
althoush taz 3200 million is 2 1ot of money, on 2n annual
basis it is z sufificiently small amount that it £ a f=zirly
smill amount.

Senator Heinz: Just so I understand, if they 22y in ve
will have to pay them benafits, is that not rizh+?

dr. Goss: ©Fight. And if they zre exempt from FICX we
Wwill not b= pavingy benefits in ths futura.

Senator Yeinz: %e will not, that is rigkt. “e will not
23y them b=2nefits in the futurs.

Right now we dz not force the self-employed Amish to pay

benefits and we do not pay then benefits, is that not right?

Goss RPizht.

Mr.

Senator Heinz: What you are sa

making pecple who do no* want,

oath they will never clain

paying their taxes we will
dollars?
¥r. Goss: Cvar this periog.

benafits

vying is, if

refuse tc claim,

3 £
17

m

and

t on

4]
-
in

inc

r

ke

7€ excuse them frecm

lose a couplie hundred million

Senater Heinz: I am not znxious toc spend money, tut
these -- T do rnot Xnow how vou couli make these reecople pav
something they are act willing tc fay.

Senater Packwoods I understand this cuss+tion. T believe

ALCERSON REPORTING COMPANY. INC,
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this amendment has alresdy been ag

their relizious corbection, how ar

g}

(2,

2ed to, Fut arart

D
-+
>

hey distincuizhe

d from

others who would ke harpy to say, T will put no+hing in and

take nothing out?

on
D

n

"
¢t
6]
m

are

o

E

(&)

an exeanption.

else an exs=apt

Senatzcr Packwood

Senatecr Eeinz:s

Senator P

0]

6,G0C in this
not theyvy ware
Senator He
Senator Mo
Yyou see one?
[Laughter.
Senator Yo
does nct aing,

testirmony was

He

inz: This ig 23 matter cf their reii

"l

I suggose we could come alonz 2nd give

)

iosne.

I~
ot
’.a.
0

sclely reliziocus.

fda
o

ckwoo

ion.

They

arently unigue in this, and we would not give anybody

someone

The distinction is sclely religious?

My hunch is there wzould be more than

country who would take that pledge, whether or

Amish.
inz: I suspect you are right.

ynihan:

]
vanihan:
I wouvlé 1like *c secend the arendment.

cecwarful, direct znd resrectful, and it

'3

questions of religious tolerance in our country. And

42 shoul? aave

S2nator Fea

3 voicz=2 vote on the mat*tter.

-
HE~4

here further discussion on

-+

ckwcod:
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Senator Pazckwood: All those in favor say ave.

[A chorus »f aves.]

o
(@)

'

0
(0]
n
D
n,
~
o}
0]
]

Senator Packweod
[No responcsa.]

Adcoted.

Senator Fzackwood

tn

Senator Feinz: I-thanv my collz=2jue

Senzator Packwood: Are there further zmerdments on social

security?

is o

lang

Depa
ars=

any

pres
thus

not

The Chairman: I was just checking that. I think there
ne atout the public trustse. I just want to have some
uage.

Mr. Lizhthi Yes, ¥r., Chairnar. The Treasury

e
N
w
[a)]
.

rtment suggestion is we mzke it clear the puklic trustees
not filucizrizs andi thus ire not p2rsonally liazble for
decisiosns they may make.

Laughter.]

The Chiirman: what? The public trusteses are not what?

¥r. Lignthizer: Are not fiduziariss ani thus are not
cnally liable for the decisions thkey make.

Senator Y=inz: Is that a statsoment cof Ffac+?

¥r. De Arment: This wculd be a statément of lawe. The
ent trustees are 3all Federzl Sovernment employees and

rotacted. Tf ycu bring in cther ruklic memhers who are

w3

fedieral errloyasss ~-
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The Chairran: It is €or their protection.

3

S corrcect.

W
(as
Jot

¥r. D2 Armsnts

The Chairman:e ] see nc ohbjection to that.

there any other amendments relzted to

m

Now, Caroline, ar
sccial security?
-

Senator Esinz: Mr. Chairman, Senztor “cynikan and

offered a study, an implementation studv amendment on socizal

£

security as an independent agency. 4e discussed i+ when
there was practicazlly no one hare.

Senator Yoynihan: The proposal is tc have a presidential
commission report by 1 January 1984 anéd re implemented by 1
January 1985.

Senator Heinz: This is in line with ors of the
reccemmendations ¢f the Commission.

Senator ¥ovnihan: Senator Packwoc® was chairirg and
there were not enouch people here.

Senator Armstrongs Mr. Chairman, wcull you just state
what the prcocrposal is?

Senator Heinz: I will reai the prorosal. It is brief:

"In order to improve the opreration of the social security
system ani strengthen public confidencs in the integrity of
the program, the social security system should be
administesr22 as 31a independent agency under a tipartisan
board zprcintsd by the Precsident and ccnfirged by.the

Senzte. The nead2d lsgislztive details for the

[{)
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implementation of this policy should e develored in a study
to be completed by January 1, 1684. This study would hre

conducted by 3 prasidsntizl commission consisting of experts
widely recognized in the fields of government idministration,

social insurance, and labor relatiens. The inderendent
agancy sh;uld be 1n place ky Janusry 4, 1GR85."

Sernator Armstrong: 2And the intention, #r. Cheirman, of
Senatcr Heinz is simply that that is an expressior of the
opinicn of this Committee? It does not go forward as a
Committee amendment or zanything like that? & csense of the
Committee, in effact?

Senator Yoynihan: Oh --

Senator Heinz: No. This woul?d order a studv.

Mr. De Arment: It is in the House bill.

Senator Armstrong:; I wonder if Senator Roth could ke
heard on tﬁat. It appears to me that is =learly in the
jurisdiction of the Committee of which he is the CThairman,
and T #ond=2r how 12 f221s sbout +hat.

Senator Pcths: To be candid, one cf my ccncerns is that
evervbeldy wants to cr2ate another indapendent agency, and T
think that is partly the problem of government today. And if
you ar2 to make this kind cf a study, the chances are they
are going to make this Xind of a recocmmend=ztionp.

T“rankiy, I think if we are gcing to have that sort of

thing ther2 wouli havz to he some kini of sequential

ALDERSON REPORTING COMPANY, INC,
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Long is concerned abcut is gettinc inte a situaticn, as I
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Bo> Zz1l1 testified is, if the morevy iz nct there, you

have to wait a few days. Sc, I am not certain we need the 20

Lo}
1]
]
(¢}
1]
o
ot
3
—
W
1%}
o}

number of timesz between now and 19¢<0,

you get down to2 tne pare bones, there ough:t +to be = timely

ck mall=zd out. It mizht b2 2 do51lsr or tvo less. We 3are

~enatsrs Iong: As far zs I am concerned, 1¢ percent would

ir. St=2rng Last vear, pecrle were saying vou have *o

at lezst 20 cercent to nake sure during the course of

Senztcr Lorngs Jaruary, 128EF,
Mr. ¥y2r-s: Theare is a COLR determinsd for Jecsmler,

Ci%2 for December, 1985,

Yr. St=crn: The check rtecple receive in January, 198%, is
we z2rs Islerring to.

=irmans: Zut it 3lsc seems tc me +that what Senator

think |

2e vith Senator Heinz that the 2C percent

propatiy mezn you Wwould have an adjustment of a COL} a

oy
Hh

T understand, what Senator Lonc iz concerned atout,

izh+. It dces not have to de 20 cercent.

nth you have the cash on hand to get the checks, but |

!
dez iz, *the Tecr=tary would Rave to b2 miakina a juess at |

€ meking this guess siy months in advance,
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he cught tc give himself 2 little marcin.

19}

vourself
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I thin< 2C percant

Senatcc Bor2n: If vou 3rocpei belcw that, you would not
pe reactinzs in time te do any cood.
The Chairpan: Is *here a3 six-month notics for -cngress?

Thzt is »nnre arnd a hzlf menthe' benefits, and the way the

t 12
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cercent would cartainly be 3 gocod figure. I certainly woulgd

0
]
oo }
ct
.

not want the figzure to go below 12 per
Senz tor Longs A1l vou are really trying to dc here is to

have enough reserves to protect if nis guess is not very

L]

Jgood. I m2an, h2 is trying +o Xeep you from runnin
compl=etely out of mcney, and if his guess is not food, he

#ould need some reserve there, but ths 12 percent, I would
think, would he 2nouche.

Do vou think *hat would ke enough, *r. ¥Yyers?
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Senator EKeinz raicsed. fut I am also makinc it -- there will
be, as I unZerstand ths apm=animernt, Mika, Congress will be

notifi=d, How much time Zoes Congress have t5 act?

m

the Szcrztary would

nt

-

“re Storne Under thiz amendm
notifvy the Congress on July 1, but of course he weuld he

guessing whzt the annual increase would e and whzt he wouléd

percent, it seems to Te you are rnot cgiving yourself any

he is 3 1little bit wrong, vYou are stucke.
Twecnty percent seems tc ne to be gretty close *o the

tolerances that you would need. In any case, as Yr. ¥yvers

was savint before, if the reserves are going uo, if they are

net declining, th=2y are coing¢ up, it would not matter i€ it

was gecing from 15 <2 16 p=rcent. Therz wouli not he any

14

15

16

17

18

reduction.

Chzirman

It is conly when they are cominz down.

girman, what %Xind of warning do we

get rizht now frex anvyibody z2bout the fact *hat the checks
mizht 7o 2at lzte?

MI.e ¥yar=e There i1Is ncne.
Senator Yeinz: e could achieve the sape eoffsct of just
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Uy

Sc we «ould h2ve to go pass this Rill.

Tenztor F=inza That is cre way tc be surs vou gct the

Senztor Heinz: That is probably true for all of ys.

The Chairman: That is rigzht.

imet=2s it shculd not hzpren, but gssuming we have the sane

problem we had before, the estimates were just wreng, and

we have voted to fund this thinog, and here we ars back

in trouble agzirn.

ceems teo

o
(PN
[
rt

me that we Zusz+t s3aid that, well, if we do nct hava enough to
S0 around, rz2=ier than hold ur the checks, just reduce it,
Ce it =2nogsh $9 that vou Z2n notify Congr=ss that you

cannct give the full cost of living increzse hecause the

3

3

money will not b2 +thoare. S0, you Just mail the checks out on

time. VYou just 3z not mail *hem for guite as much. .
7ow, the burden still coras to us. There will still be
ones cut tazrfsz wantlngo us to amend bills, ot *o aove to
let us Zc something tc res*tore *ha <ull CClA benefit.
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An? I woulZ think ordinarily we woulcd. But the questicn ig,
whzt hzppsns if W= do not 40 all of that, it seenms to Te,
rather than Just dielzy mailing out the checks. I think that
will s3cars thoss gcor old secple tc death if their chack does
not come. Zzther than noct mailinc the check, I think we

what we cculid,
Let us
money w¥e have to ray That means
i3S big an increazs= in the CQOL: as

otherwise,

Senator Yeinz: fr. CThairnan, may I ask somecne this
question? There is one difference, it seers +o me, and that
1s this. Under Senator Lonag's proposal, the checks wculd go

dut on time, assuming thiangs zct 1ow, but they would be lcwer
in amcunt, and as a result, thers would re, for howvever 1long
smaller chaz¥%s want out, ther= wWwouli be, as I understand it,

a2 permznent raduction in income to those heneficiaries.

I 2id not see any catchup rrovisions here. There may
be. “hereas, at lezst if a check is delayzd, you will
eventually, as Ccrngress ac*ts, get vour full amcunt. So, it
Se2ms to m2 this dc2< assure scme rpormanent cuts, even if
Coengrass is just =z little =zardv in acting.

Is my interpretaticn corrac+s?

*z. ¥vars: VYas, it is.

Se2nztor Durseniharger: r. Chairman.

ALDERSON REPORTING COMPANY, INC.
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The Chairmzans: [Indicz+ting.)

Senztor Durenberger: T hzd three guestions. Zne was
just rzisedi ty John. TFirst, *o clarify a dialcgue which *ook
pilzce here 2 little 2zrlier that refers to the +thiri
daraarzph of ths propcsal, it is ths intention here to adiust
the CCLA for whers primary benefits are being 2zid in excess
of $250. TIs that correct?

*r. Mvers: 0On the amount a2zove fzzo0.

Senator Turenterger: So *he word "first" in that line is
scrt of irrzlevant. Is that richt?

r., Myerss I --

Senator Durzsnbarger: T mean, 4o we ever get down *+o $230
ani Etelow?

¥r. ¥Yvyers: I am not cer+ain. I interpret it as meaning
that vou Zust reduce the CJOL2A on the amounts akove f250.

Senator Puraenberger:s Is that the intention of the
Senatcr from Louisiana?

The Chzirmans [Indicating.

Senator Durenberger: I am bocgled by the word "first.,"™
fike. I 35 not kanow what came second.

¥r. Stern: hat comes second is, if you are in 1
Cetastrophic situation, 2ne could conceivably reduce all the
pecple above T2503 :0$2S50 and still have to save money
besidas,

~enatcor Durenderger: 2ft2r vou hzve zerced out aili
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ciybiack, or should there by

ot

th

(B}

[}V
N
[0,

izht. That is what the worsd "firct"

...... TIzra 211 right.
gTlon i5 °on the issuse c¢cf payback. Is there

~
[

M

under this preoroszl.

ergeréd The third is, 2o0es this or ~ould

Dc veu

1s is designed onlv *c relate to QASCI, and

(8]
b_.l
ct
-~

=4

z2m zZoncerned 1if the Committee feels

with this, I have ac orjection t*o using

he HI'*s, You have rzised this other

cu

n

roint was that you

}oae

mind whnat the rrev

Y235 . A far as I am conzcerne?, how the

heandle this part. “e had znother roint

¢zhet that one up. You had two points.

ieve vcu rezised zncother point.
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Senator Durenkergsar: I =2id, 1if vour shortags vas su-h

irzstizc si icne. I

m

m
ct
W)

3 pratty tu

P4

*r. Stern: Thzt wouli b

(¥

would think that would be 2n example of when the Congress

(3}

Senator Durenterger: I am not advecatincg. I =3 “ust

cccunt

e
(@]

¥r. Stern: s far as the hocspitzl insurance

go=2s, vou zcould d=2cid2 to 3o that, I 4id aot raics

na +
2T

m
ct
o3

Juestizn. It was in the contz2xt cf cash benefits, but you

cculd Just as =zasily apply the same situation with respect to
hospitals if vecu want=zd1 to.

Senator Durenbercer: Shall we put the hosrcital trucst

fund in thare?

Senator Lergs iy thought is, if the Committse sees fit
to agree > this, 3s far =z3 T am,concarnzi, I have no
objection to azdding the hcspital *rucst fund. I woulé rather

Senztcr Durendtergers It is a2lready complicated with
interfuand korrowing, So why 49 We 19t include it?

abou

N
(1l

o |
2

ct
[¢]

[
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hospi%al =zrcust fund ts know, frarnklv, Senator. I #ould like
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to consider it on its merits, the hospital *trust fund. If ve
wart to do this, T think we micht want *to do that one, toc,
but T wouli raz+ther ask the cuesticn, o Wwe want to 22 this.
I we Zo nct wznt to do *his, T 4¢ ne+ think we wculd want to
ic that, =i*ther.

The Chzirman: Zch, de vou have any other suggsstions?
It seexs to> m2 it 4ces not say we have to havae 20 percent
reserves., It just said recerves are nocw 10 gercent cr 15
percent, 16 percent. Only when thevy start +o decline, as T
unfZerstzand it, yould this provisicn be sperztivs. Ag loncg as

Do you se= anv
should e azcddressz~
Yr. Yyars: N,

are telow 20 zercon
Senator Zorens
Senator Icngs

“ers zhcve Z0 f=rcsz

they mignt go ur te 15 ané a2 half,
is not op=2rative until there is a
the

e want to

an? 1f *thcse are nct mede, then the
cr whataver ccmes intc rlay.
techniczl proklems with *hs apon
2

I 40 nct see any cthers that cannot
ths stafsf.

H But this orly rer+zins when
te

Zelow 20 gercent and f2llinc.
I should thirk it would te all right
nt,
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The Chzirmzn: ibove ZC, they decline. Trere is no

- o
protlen. Jde nhzve z Tlccr, wheather it is 15, 20, or 12, we
have not dscided, X guess.

Senztor Forsn: #hich is it? That is ismportan<. T think

fallina, you are 3doing something, I think.
The Chairmans If w2 c2n get it up tc 20.
Senztor lorng: The point I am concerred wi*h is where the

Committee wants to put it. Tf vyou want teo put it at 20, theat

is fine we me, as long as vycu have somewvhere, anywhere from

11
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The Chzirm

e

ot

9]

well, nr. Seccial fecurity, w“ha*t do vou

cnally, I would prafer & higher ficure,

u mav b2 down in 12, and the fund may be

yeer, sc that by the time ycu get to the

‘ear trouble, where, if ycu have it as high
“oull! he 3ble *o pravent that.

rargear: “r. Chairman, kbefore we go to a

ané c¢larify this? Not %eing a Comrmission

on this, T am not sure at which roint

72ts triggered, €0 1 nave 3 deep concern
nd. Thzt Lz whv T think the *wWo are very
lezst in the near termn, heczuse We are
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talking about intarfund borrowing. Tt mskss =2 substzan<ial
differences in zy nead, for some c-2zscn or another, whe*her
Yot inclufs *his or not, haczuse for 211 other purpeoses we
sesm to S2 lec¥ing teo the #I trust fund to helz ocut the C3AST
trust fund when it is in troutle.

I 35 22t %Xnow wnathar vou h3vs suhsti+tute? scnmething for
interfund borrowing Eere or not.

Senztor Long: I do0 rot change thet. 2As T understard
it --

The Chzirmans Yhy do we noct vote on this, and if it is
adopted, vdou c=3n cff2r --

Sernator Chafee: This only applies to T2ASDI, 4do0es it
not?

The Chairman: [(Yods affirmativelv.]

Senztor Heinz: £né that means that you would make the
calculations zxclusive ©of any borrcwing from BT, You see,
there is a calculztion that has %2 bhe mzie,

*r. *vers: Yes,

Senatcr Heinz: Znd I 2@ unclezar con how that calculation
will in £f3z%t he nade.

Ar., Yyers: fou would look at the actual assets ¢ the
OASPI tTrust fund. That is not countinc taking cut anvy
lozns.

Senztor H=zinz: iné youv would reduce it fcr any
li=zbiiisizsz, woull vou not?

ALDERSON REPORTING COMPANY, INC,
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¥r. 'vers: Y25, 2and vou would 21cs take irto zcccurnt
|
£o97e oI th2 other stzabilizing devicas like this normalized
i
tax trszztment. fou would use tha* first. Thiz weuld te tre
lzst r=sors:.
Senztor Heinz: Deces Zenatecr Laona understand that?
The Chairmans This i< a lzs* reszort meacsure,
Senator Heinz: ffter we used normalized tax *rancfer.
Senztor Yoynihzn: Ancd 2fter we uss intarfund borrowing,
if thet would sclve the rroblem.
Senator Biuzus: No.
Tenztor Boren: Is this zfter interfund berrowing? I+ is
nct after interfund “orrowing.
Senator ¥ovnihan: ¥111 this put an end to interfund

Senator Heinz: That ic why I raised the guestion.

r. Starn: If you do it before interfund horreowing, vou
wculZ protzbly not need any interfund borrowing, so this is

abtolishing

[N
-
D
th
Fh
®
0
ot

Senz*tor “cvnitan: That means we are

the intsrfund orrowincg provision for the na2xt siy vears.

r. Stern: And if vou dc it after interfurnd serrewing,
of ccurse, ycur rsrcentace woulid changz2, tecause in lieu of

iiving adjustrent, vou would

u
o]
'..l.
for}
Q)
1
O
3
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wr
}e
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O
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rt
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7 Senztor Yewvnihans: ¥r. Cheirman, way T raise a peint? I
8 know sone memiers 2Ff the Ccmmittee dc neot acree on +his, but
9 I think interfuni borrowine is 3 sensihle vrovision in Social
10 Securitvy. Thiz is ons tax called a Sncial Security tz2x, and
11 when interfund borrowing makes sense, it is nc larcse
12 prchblem, and in tzsrzms cf the concerns 0f Senator Durenkterger,
13 the day is very cleose =zt hand when interrfund bSerrowing will
i4 Dbe for the benefit of E
15 Unless we 2ar2 wildly wrongy in our very near tarn

16 foreczsts, which - d¢ not think we ars, CASLI will e in good

17 3hape 2nd HI will not. I £hink interfund 5crreowing is a
| 18 sensible arrangsment for the Social Securityv system.
19 Senator Longe: Yike, did you say that in ycur opinion
20 this should be befcore interfund borrewing or afier?
21 ¥Yr. Sterns I 4id not evpress an ovinicn. I simply said,

22 1% vou Zo it hrefors interfund torrowing, veou zrckably will

23 eliminats intecfend Sorrowing, teczuse vou reed additional |

|
24 money in orier to oaks the pz=yments. How 3o vou do it? Tf
25 YOu JC tde rcute >f sczlinc back the next cost of living }
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ljustment, vyou will nct have to torrz4 the money from the

positicsn on it. It shouli be afzer interfund borrowing.

Senator lLong: After interiund borrowing. So by the time

You get do@n tc where vou have nowhere else *tc tu-n, w€hat do
you do? TCelay the checks or send cut a lesser check?

Senator Dur=snbergesr: That is why T raise? ths issue.
Then we get down to the point of there not bheing much left in

T is inp trouble, where 30 we

L]
[{)

thes 5I trust funi. If th=2 9O&S

cucht *o

ol
Q
Q
1]
r

go? %ith A4I, that is why I thought the *r

Yr. ¥Yyers: <Zenator Durenkiergsr, we do have z provisien
that vyou cannzc: »orrow fram KI bevon? 1 certain peint so that

vou will not run +the2 =ZI truszt fund intzc the crcund First

The Chairmnzn: Arz you r=22iy o vcte?
The Clerk: ?ackweci.
Senatocr Packyzods NCce

*°”
.
<
Y
L]
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|
| 1 Tha Clerk: Danfcrth.
l 2 INo responsce.]l
; |
1 \
| 3 The Clerk: Chafez.
i ;
| 4 Senator Chzf=z, Ave,
|
‘ 5 The Clerk: Heinz.
\
| 6 Senator Hainz: N»,

7 The Clerk: Wallco.

8 The Chairnzan: Ave.

9 Th2 Clerk: Durenberger.

10 [No responss.]

11 The Clerk: Armstrong.

12 Senator Arostrcong: AV2.

13 The Clerk: Svnms.

14 Senator Syvamss Aye.

15 Tha Clerkx: fGrassley.

186 Senator (Grasslav: Avee.

17 The Clerk: Long.

18 Senztor Llonz: Avs.

19 The Clark: 3entsen.

20 Senator Long: Adry=s.

21 The Cl=2rks MYatsunaga.

22 (Yo respcocnze.]

23 The Clerk: i(foynihan. |
|
|

24 Senatsc Novnihdan:  No. |

25 "h= {lark: *Faucus:

ALDERSON REPORTING COMPANY, INC,
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Senator EBaucus: 3ive.

The ClsrX: Boren.

{Y> r=zsconss.]

The Clerk:s Zrzdlev.

{¥2 rezponss.]

The Clark: H#i*tchelil.

[%> ra2sponse.]

The Cl=2rk: Pryor.

Senator Pryors iye.

The Clerk:s ¥r. Chzirman.

Tha Chairm=an: Ava.,

Senator Boren: H¥ay I be reported as aye?

The Chairm=an: On this vets, tha ve2as are 12, the navys
are three. The amendnment is agreed to, and the absentees can
recorde.

Let us see now.

Serz2tcr Chafe2: ¥r. Chzairman.

The Chairmen: Yes.

Sena=tor Chafez; I have z coupla 5f very simgle
amendments that will te shor=*.

Tha Chzirmans “7kav.

Itenm

taxinc ben=fit

p

e

~
>

o

1

12

-
F=3

unZer

wi

ot

W

n

the

'y

p-

t

[

ax crevisions, vou will see +thzt we a

t s3ays tax 30 rercent of henefits “or
s 2212 o2f fenefits zbova $75,00C0 and
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there tha+ ir co
to vyour adjust=ad
thit tax =xenmp:
not seem *to re f
income that woul
25,000 cr the %

when benefits =zh

New, you aig

4=
c2 X

peorle have

1982

provisions

a
QO
=)
th
et
&
[y
o
t

unting whzt is veur inccme, that in addisien
Fross income, vou include tax exemot incone,

incom=2 be included. In othsr woris, it iscec

air that recause scmecne has tax exemrpt

d Xeep them =-- would sive them more =han

32,000, *that that wculi not count in cocunting

3
1]
th
'_J
ct
n
L]

fecurity bhe
At say, ch, how will ycou tell whather the
exenpt income?

with thsa

e mron
of TTFEXA,

: DO yYyou see zny rroblem with that, Eoh?

Chairman, I no problem with +hat.

I W
uO, T »

: Is thar= any obisction %o that amendment?
ihan: To the contrary, if I could cite to
Americans self-assess their income, and theyv

I1f this is the law, we can be pretty
will obey it.
hould vou k2 *z2xing indirectly income

¥You would nct be

-fraa,

wcald =till re :a

=

yOu above the levels.

L&
o
n
vy
'.J
8 ]
n
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Packwood: “=z hava2 never ccunted it

would be willirg tc gc =21

not involve taxinc *hese

(ol d
or
H-
n

your =mendnent if

angd uncders+tand that that

Laot
determines

Wwh=zthar you will tax ugs to half of benefits.

thet will be

1))

Excuse ma, Senztor. The amount

#3111 still be limited to half of vyour Sccial Security

in arrivina at how acck of

be taxed, vou will use *ha tax

N¢ your income.

=

rain

det:

m

(B8
o’

which we have not counted refore

the incoma.
That is correct.
of that. I am afraigd

m 2¥fr-aiid

T

\n
12]
3
n
ct
Q
r
[
(@)
)
Q
(2]
bt
1

comes very close to taxing the tax exemcts.

the law ve weres saying you woull uss +ax exempt income,

Y]

unc=ar

aunicipal bends, to £ill up your

.

from state an

[¢H]

income

-1

personal eaxsmgction, Wculi be

on the tax exerpts,

on that.

(W)
is]
"y
)]
Fo
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~
n
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oo
|59
or
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~
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or
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ot

I z2nm

incene of state

4
rt
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gquesticn

O

-
4

I 30 not worry aboui *he orincical. M

(8]
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constituti;nal aspects. I do not like to te in z position of
voting for & tzx cn the tax exempts.

Senaztor Chafes2: VYou wouli net be taving the tax
2xempts. what you are dcing is counting that =2¢ cutiing
Deople ints ths tzx rracksts whers half of *hair Socizl
Security wculi e taxahle. it is cnly Sccial Security that

ot
T

would be taxabl=a. It hasg nothing to do -- € inccrne from

the tonds wculd continue tc be tax free.

Senator Lecng: Suppese you had a proviciorn that sai

(&)

that
if vocu heve tax axempt incoae in the amecunt of vour rersonal

xemgticen, sc

M
"ws

exem;tion, thz+ you woulé not get tﬁe rersonsal
that you would use up your personal everption on your tax
exempts first, znd tax everything above that. The fact of it
is then thit you woull be putting more tax on *he other

income Dby virtue of the fact that you would he making a
Y

usp2ct that that puts vou in thz same position as if

b
0]

\

you re taxing the tzx exemrpt.

m

Lichtheiser in this conversaticn. I ¢¢ not see it that way.
Here is th2 problzm. Jeorle With tav 2Xxempt income of, sav,
$SC0,0C0, wouli pay nc tax on their Sorial Security, half of

their Social Zezurity. That ioes not 3223 very fair +5 me.

AsS cgposel te the verscn whe has other irccme ¢of $£25,000,

401CT naxes iz Tociszl Seocurity tavakslz,
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So, all we ar2 saying is, in ccurting wher your half of
ial Security will b2 taxable, vnier thzt flcor you include

exemrt 1ncone.

Senator Yoynihang I I could mzk2 a sugcestizn, T thirk
ccnomist wculd say this merely affects the Paroinal rate

Sena+or Heinz: Could I 35 one step further? When I have
back in my state, I hive had a numter cf reorle come up

e, and they have said, you know, ther= is 2 very Jo00d wavy

et around thzt proposal ycu fellcws have tc *ay half the

al Security banefit. I say, what is *that? They say,
get out of ATELT intc Pennsylvania Water Authcrity, tax
tonds. I said, by golly, you are richt.

All Senator Chafea2's ameniment io2s is keep this

ision <tax npeutral. If we do not enact it, trere will te
Ty great incentive for people to shift.

T can see *he ads rnow.

-

Senator Heinz: From the same gecple who Lroucght vcu 10

Mr. Dizrmid: Senzster Heinz, the Treasury Derartment

te3 last niznt and raised that very point. .

€ azo. Zz zould have saveid +then.
The Thairnmznas 2i2 they confira with Senator Yeinz's
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this irvcives = corstituticnal guestion, or ds

avid Hazrdee. Do ycu think

it involve

1
n
. ']

seae srinciple as 2 constituticnal issue, the taxatien o

2 )

te ind tunicigszl fenis?
dr. Hazrdee: At the minimum, it will have the effect of
ting 22k the Ssncial Sacurity benefits 3 little ncre, but

hink the issue is whether it cuts 2ack your Sccial

[
,.1
}.l-
ct
]
wJ
[
o]
i
tt
'-‘l
r
in
(]

3thar than whethar i4t *axes thz inceme

Senzter Long: Let us vote on it.

Senaztor Heinzs Eye.
Th= Cl=rk.: “azllor.

|
.y

W

f1i]
@]
124
[
t
3
n
a

.

Tha Tlarik: Darenrtercer.
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‘response. |
Moynihan,.

Cenator Y¥cynihan:

3

2radlev.

%0 ra2sponce.]

0
&4

I
]
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Thz Chzirmzn: Elevzn yeas, four rays. The arendr=pnt is
agreed *oc,

Senztor Chafes2: ¥z, Chairman, har? on *ho heelz of ny
success, I have another a2mandment, another discussion.

The Chairnan: We did not get 2ny revenue pickur on that,

P

*r. ZBelas: There is some revsnue, but at *hic scint the

The Chairman: But I +hink we turred into a lit+le gailn

what might have been a larje loss, so we appreciate it.

¥r. Mvsrsg I think it avecids losinc noney by people
shifting.
The Chairman: Whare cazn they shift now? That is the bic

guestion.
Senztor CrLzfee: ir. Chairman, just one pcint. It is my

unierstandiac that in the House bill 2nd in *he till that we

have Etefores us that we are working frem, cobvicusly, we will
g0 tc confz:renca, znd it will e the law sinszs there is no
cenferencezlle it=2m con it, that on all checks sent sverseas
thece is 2 1% cercanzt withholZing. Iz that correct? How
doss that <orx, hriefiv?
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¥r. 2elas: That is correct, Senator. The law curcently
has z crovision that savs for non-rasiient aliens e2xcept for
Certzin define? tyoes of income there is a ZC-cercent
withholliny tzx, 2 3C g=rcent tax, an? i* is withheld 3t the

t
ol]
=
-
1]
3
n
L
o)
]
Q
t
h
s
}—4
)]
ot
[o1]
"

source, hecauss these non-recsidan

that amount.
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The way the provision in the Ways znd Means -- that ccnmes

explanation completely. A11 I know is, ¥r. Chairman, I *think
we are ints a real mare's nest on this taxaticn of aliens we
passed this mcrning, and this is an exampla. My guestion to

the stzff would b=, if we ars withholiding 30 percent, is that

S correct.

te
r

.
)
I
=
oY)
n
'Y
v
0
in
-
t
o
ju
t
pede

Senator Chzfe2: And we sav they can only receive checks
equal to their contributions plus interest. What ccnstitutes
thezir racziving their mon=vy pack, the *total Ar the total
less? Dc you deduct from *hat the taxes that have been

withheld, or do you let them cet the money plus *the tax?

2s: The way tne ctrcrosal is currently stated,
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there is n> deduction fcr any amount the the erglcvyee zlien
has contribut=s4, 30 that chera #ould bk=z 3 1% zzrcent favy on
thke whcle zmount that he raceives @t the tire he retires or

contribyuts? l=ss 1%

nzfse: S0 thesrefore +he receives what he

he?

th

“r. felas: That is correct, Senator.
The Chairmans Ze probadly sheculd not dc thet, shculd
“r. Zelas: The rropcszl as it was originelly included

e

that the benefits to aliens had not Pean

n

fact z disparity there.

The Chairman: That should be correctad.

vhat we did this amcrninc.

The Chazirmang I do no* think Senator Crassiey intended
at. You wculd not want to withhold 15 tercent of thes money
ey are eatitled to have “ack from their contribution.

Senztcr GFrazssley: Yo.

The Chzairmzns ¥o. Sc we can correct that.

Senator Chzfee: Ail rercent,

Th2 Chairasn: Tha* was twd now.

Senator Chafezg Now l2t us get to the bkig cne.

Yr. Chairman, it is my feslipng -- T see thers is
3cussion thaze., Ts thzt zencluded?
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am not surs w2 Xncw what vou decided
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As I understznd it, wo focided --
Ch=2irmzn: Hct to recoup anv of what they teil in.

tax them the 15 percent op the
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1)
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2zt all on =&
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[
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Chairman: You are just goinc +to cive ther back what

th2y have pail in, as T understanéd it.

The

receivin

S

0
o]
]

Plus interest.
Chairsan: Plus interest, so vou 3dc nct withheld.
That is §$%00 millicn.

That 2oss not 31ffect those who are now

Chairaan:

T. The Grassley provision is prospective, is it not?

ot
Q
a)
G
"
o]
n
n
'4-4
]
tq
'Y
[
D
n
.

Chairmzng We undarstansd it. We will explain it te

Lichtheisers It iz a FO00 million revenue loss, Yr.

re talxing about elimineting +the whole

[}1)

Weisgyg If vou

15 percent withholdina tax.

[
-+
(¢]

Chairman

)]

oy

“hat we 2rs saving is, veu =till do the

l\‘

ing, tut in computing what they g7et lack, you count

that thevy continue to receive

rt
jn
()]
¥
'_l
ot
o
s
)
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ng, sc
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The Chairzans Is that all right?

¥r. Belzs: Tire.

¥r., Weiss: ins.

Senator Chafe=z: In case there i= any doutrt, Yr.
Chairman, 1f I had ny druthers, we would g2+ intc +this alien
business at 3 sevzrate time and try to understand it
completely, but that 1s water over ths dam, apparentlv,

Now, ¥r. Chairmen, it is my telief that *this rackage,
laudable thouah it is, deoecs nct solve the short-term protlenm,
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what I am rrorosing is =n =2xtensicn of the freeze on the
CCLR. If starting right orf we have 2 freeze in tha COLE of

six mcrnths tnat gets us frem July te Japuary 1s+. It ie myv

proreszl that we continus tha: COLA ‘reeze for ancther *hree

thzt 5y January 1st the reserves will -e helow 1€ Tercente.

yo2u comment on that?

-3
j=a
D
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=
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~
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¥yers: That seems to te in conflict with the
21 made by Senater leng which was adopted. I£ you 1o
the one, I don't see how vou do the other two.

Senator Chafzo: T 4don** Xnow what his --

Senator Chafoe:s His is not effactive until 185,

¥r, Myars: This would not be within the terms of +the

agreenent, ¥r. Chairman, in =y view.

irmang That is the point I wanted to make. iam

The Ch

i

certainly willing tc dekbate it, but we have a numker of
amandnments. This would e outside, ac I understand it. I
kncw the Commission czn't dictate to us, hut there was =z

frzgile agreement put together, ard I want to state for the

Ceccrd thzt as I interpret thst acrzemnent, this would bhe 3

bit outsidz the scope. That dcesn’'t meanrn it c2n't he adopted

Senater Chzfee: ir. Cheirzan, I z2m prerared %o vcte in

Just think «we have a
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[&]
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lot of croblems here. &s. %eaver, I think you will support
ne. In vour =2cstiastion -- well, I won't sreak for ycu. How

40 you thiax thics thinz will work ocut in the shecr+t term?

just szy what |

[

Well, I won't put vyou on the srot. T wil

-

I think. T think ws ar2 in a lot cf trouble and I +think it

weuld te to do everything we can to make the sSavings,

&
',.l
n
D

S us 3 substantial amount of savings. In six

[P ]
[{}]

i

Q
<

and this pr
months we szve 34C tillion. This would prsobahly give us
ancther F2C biliion, which we will sorely need.

So, ¥r. Chzirman, - am prepared to vote.

[
n

Senator SGrassleys I think it is pretty serio

business. If we invite a response from a top staffer from
ths committee, that suggestis we are in shec-it-term prch
and that isn't troucht out and we have a2 chance now to

Wwe -an addrzss i+, but --

2
[t

lave »c We have a short-term prcbhlem or

Senator G-z

n
)

don't we, “hoevar vou ask heres?

Yo rwz

cen ®

avear: T would be hazgpy to resrond. Uncder the

O

cormiszion reccmmandations, the consensus package, it is

clear that 1f the econcmy rerforms as under the intermediate

o)

ja ¥
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path, which assuzme2s the economy performs on average better
than in the recent pzst, the lzst five vears, then the trust
fund =should e z2rl:z tz aake it throuch ths decade. THat
would te with clezriv very thin reserves.
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If the ecornomy continues tc gperform as it has in tke
past, withcut rcocrn=lization and without th= 33diitional

protecticns preovided Dy thz Long amensment and cthers, it

clearliy would nc* mzXe it through +the deczfe.
Serator Chzfes: I want to say somzthirg zhcut the Lonz

m ment doesn't do anything stecific.

)
[\
D
o)
L.
=]

amendment. The ILcon
It Just sends cut z warninc notice.

[2 chorus of nces!

Senz2tor Chzf22: We zar2 tc be informed six months in
advance ancé then the benefits are *to he reduced.

't do 2nything.

+3
o
w
(8]
T
w
[
r
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7
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b o
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o

Senztor Chafee: If we don't 2o znvthing. We are not
deing znythino now tc resclve that, it seems to me. ha
concerns Ae is we have a short-term groblem here. The

Commission estimated hetwe=n $15C billion and F200 billion.

At the same tirme, the Commission solution was §16% billion.

ct

e
Q
0
13}
.

c

e

That is skirting
Thzt is nowhers near reaching *he F2Z00 billiocn, ané it is
Just barely over the $7S0 killion, ané as Ys. Veaver said, if

things cerfora well, w2 will be 31 rigzht, but if thinags iare

[
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m
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e
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a4 shade below well

=
'Q
ot
in

This proresal of mine gives us something to he
greatly thzt I aa afraid we are zoinc teo need. Tt may well
be we will necd the Long scluticr in addition, but horefully

this will 32t us =-hrouch it.
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ation in teras cf prices and wages than the $165 -illion.

Senztor Chafes
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work, as I un

uron the economic pickup they have zlreadv adcéed zbnut 36

ion o the pot, and we have picked up, actually, §¢
2cn Tust Seczuse of the adrministration's new cstimates

i uron <hatevsr they z=re bzse? urzn. But i+ has help=24d

Senator Chafaz: Isn't it 21so true we tcocok a decline

what the Commission workeé on between the time the

R4
T
e
o)

~

The Chzirmzn: I don't think that is correc+, T

fizur2zs stayed the same. Is that =~--
¥r. Yysrss The figure of 3165 billion, we had said 168

ion, that figure is b“ased upcn iiffarant eccnonic

t zssunes there won't fe much inflztion.

Actually, the F16% billion, if it is bhased upon ths sane
assumptions the $200 billicn was based upon, the 3165 villion

would have besn $1%0 billion.

In other werds, the $200 5illion is based urcn more

¥r. Chairman, I 3on't want +o dehate

tcc long, tut I will zoint out *there is a fail-safe

anism in that I hava 3 1% percsnt fiasura in *here for |
|
rves, whichk is a very mocdest figure. That is zbout 2-1/2 |
. - |

“s, 2 nonths, isn't it, ¥s. We2aver? So that we are
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conditicn if this

ittish ceondition.

fs. W23aver: The one thing added to this package before
you is the normalizaticn o2f tax transfers. When recerves are

ot
v
0n

criticz1ly low, that arility

0f the system tc maske it through the Cecade.

The Chairmans Is thal

Senator Chafes: I ar ready to vcte.

The Chairmzas The Clerk will =211 the roll.

The Cl=rk: Ssnatcocr DPzckwocd.
No .,
Se2nator R®2th.
Senator BPsth: Ho..

Clarke Ssznator Danforth.

Chairman: Yo

18

19

20

21

22

23

24

25

Thes Cl2rk: S=2natsr Heinz.
Senator Heinz NC.

The Cl2rk: CSesnator %alloo.

The Chairman: XNo.

The Clark: S2nator Durenbarger.
Senator furenkterger: No.
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The Cl2>rk: S2natscr Svymms.
[Kc respornse

(No response.)

The Cl=rk

N

enater Matsunaga.

(No rezconse.)

The Clerk: Senator ¥cynihean.
Senator ¥ovnihans Noe.

The Cl=2rk: Senator Baucus.

Senator 2aucuss NOe

The Clerk: fTenatcr Boren.
Senator Forens AVe,.
The Clerk: Serator 3rzdlevy.

1

(V2

—

T25pcn

N

2

The Clerk: Zenztor ¥itchell.

Senator Mitchali: Noe.

The ClsrX: Senastor Prvor.
Senator Pryor: VYoo

The Clerk: Y¥z. Ch2iraan.
ks Chzicrzpn: Voo
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|
1 On this vote, the navs are 12, the yeas are %, The
2 am=a2ndrant is not 23gresld to.
3 Serator irmstrong: ir. Cheirmen, I would liXes to cffer

5 circulated under the title of ¥ork Preomction Stratsgyv, The
6 ©bacXcrourd of this amendment is *hic isc = cackage of

7 prroposzls developed by the American 2cssociation o< Retireqd

8 Persons, which is just what ths name implies. It is a

9 proposz2l which 1lcoks te incentives which encourage georle to

10 do thinss we beliave socially desirable, +that is, t5 work

11 longer.

{4

m

12 it dossn't n ssarily respond to the zuesticn ¥r.

€1l asked about whether *hey are atle to, rtut i+

g

13 Nitc

2

w
0
o

14 @encourages them t5> do sc in rasiczlly thrse ways. The first
15 Way 1s to say that we are soing to increasse by 8 percent the
16 amsunt of reti:emeut benefit for each yeoar that they choose

17 voluntarily +o dslav retiramant.

| 18 Seccend, tc offset this, t3 crovide = symmetrv, we will

1 19 reduce by 2 percent +the amount of retirement tenefi+t for each

20 Yesr rrior to the normal retirement age that somecne retires

etirement e2arnings

a)

21 early. Third, we will do swav with the

22 limitazion.

23 Tha noticn of that, of course, is a very simpls one,
24 tnis 1s probably the ncst uncecrpular sincle provision of
25 Social Security Code, the idez that v-ou ouxht *+o have
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Scciel Security benefit reduced if you heve post-retirement
inzs. I cculi t=zlk about it at lsngth, tut I +hink the
¢s3ition 1is gulte simpls, .
I micht rention this. n cur contemplaticn ¢of it, the
mract on the trust fund is somewhare bYetwasn Srezk-sven and
slightly positive cver the lorng tern, derencing upcn how the
safety net provision we have included is draf+ted. At wWorst,
actuaries tell us, it iz 3 :rezk-even. &t hest, i+ micht
Ur 2as much 3s .€2 percent of payroll.
just mentionsZ te Ssznatcr Heinz, .2f€ is atout the
imount rneca2ssary to ey for the earlier amendmert, which I
when we ge&t to it agein will be acdopted. Trat is the
and tne short of it, z2nd unless there arz gquesticns, I
would move its adoption.
Senator Mitch=211: Could T ask a guestion?
Seratcr Armstronag: Cf courcse.
enater Mitchell: Are these beinag offered as a sincle
Gge?
cenatcr Armstrongs Yes, unless there is a desire to
them intc --
|
enator Mitchelil: Well, it seems to me ycu are making
s21ls that £311 into two comrletely separate categcries.
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peotle to work longer; it is, rather, by creatirg a

disinczntive +5 rC2tirs earlier.
I don't think it is f3ir tc describe *thzt ac< an incentive
to werk loanger; it is z necative incentive to prevent *henm

frem retiring earlier. Ahile I acree with the first two, T

description which you described earlier. while I wouléd
surport the first two, I think the third T would not. I
wonder if you would r2 willing --

Senatecr Yovnihzrn: I worcéer if my friend from Yaine would

reczll that the Bill we have here dses incresce the incentive

to continus work. It takes that up to & full 28 percent a

Cenator Hitchell: It cgoes from 3 percent to § vercent,
is that not ccrraz+?

Senator Moynihans Trat is correct.
Senator Mitch=1l: What is the difference, if I might
ask, then, between Senatcr Armstrong's croposal onrn hicgher

mprly 2varn higher still?

=y
ct
U}

b

benefits? Is

Senator Aracst

t

ongs No. The difference in that respect
is +his. The National Commission r=commenda*ion embodied in
the bill »o2fcre us increasa2s the delaved retiremen* credit

from 3 perzent tc 8 percent over ;3 20-vear veriod, 1980 tc

3

2210. Yy progoszl, tied in with the twas other =lements of

n the increase in

[

ckaze deginning in 1¢9¢ faces

ct
ja }
=
n
s
£
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1 delayei cradif from 3 to & percent in a five-year creriosd. Sec
2 1t is = gussticr 5f when vou do it, orimarilv.
3 Thz reason I offerad these as =2 rackage is sinply because
4 thay were devslor2i as a2 sackazz by a larz2 orc2anizaticn that
5 has 3rzzt zxvertise in this field.
6 As toc the guestion of whether it is proper to descr:be
7 one part cof it as an incentive to work lcnjer, I *hink that
8 1s a prover descripticn. I didn't formulate the norenclature
9 here. 2s T siii at the outset, the intellectusl tarents of
10 this are the people at the AREP, Sut it is impertart to
11 unders:tand that cver 80 percent of the pecrle in this ccuntry
12 who retire on Social Security do sc crior to age 6E.
i 13 Althcuch ve call age 65 the normal age of retirement, in
3 14 fact the vast ma2jority of people retirs much sooner than
15 that, so that I think it is fair to descride it just as they
|
16 have termed it, a work promction.
17 Sermator Mitchell: T intended on criticism of the Senator.
18 May I zsk one further guestion. WYhen ycu say that the
% 19 TCevenue effect is 2 wash, is that hecszuse ths panalty for
1 20 early retirement would pay for the other two? %ould that
21 Statem2nt b2 accurate if you separatei them.?
22 Serzteor Armstrong:s Let me zive you the specifics of it.
23 Th= nighar benefits for delzyei retirzment, that is, the
24 1increacse from 3 t5 8 percent for sach vyear of delezved
25 retirsntent, costs .05 percent. The other piece of i+t costs
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safety npet tuilt intec it. I might menticn what that

evidently

perforrm

is ia th=2 b

w

<
D
()]

ages when

that gces

people in

#2]

287

« 14 percent. That is the earnings lirit rapeal. The

r< that =za2ves is th2 early retirement disincentive,

aves between .1¢ andi .36, depending uron the nature

ssue ycu have raised, Senatcr Yitchell, which I have
also consiiera2d at some langth, is ths guasticn of pecple whc
retire early hecause of disability. Yow, the 80 percent whe

EXl1d>r to age 55, 3 very large prororticn of thenm

2o nect tire because of health or inahility to

[a}
18

n

their jobs, but there are some who éd¢. The
suggestion 1is we formulat2 language which wouli take +hat
account.

have some language which I have not circuiated bhut

kKup mat=2rial, which providss that. It

W
(8}

Xeys chiefly in that age grouv to whether or not a verson in

ars only is able to ccntinue to perform +*he work they
n recgularly doing in the past, whereas =t earlier

gcmacne seeks disability retirement, thev have to
2gainst their ability to 40 work Jenerally, and

directly to the guestion of the steelwcrker, the

vigorous, physiczlly demanding professiens.
r Iltchell: Le* me ask 2 guestion. I recall
report, z2nd I ¢3nnOT now identifvy it recause T
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don't have it befcre me, that cf the f0 percent who retire

early, a majcrity of them retire £or health-related rezcons.
hat is, they have not rzachei the sta7e of to*sl disability

which guvelifies them under disability, bhut they h=2va2 a

betwesn perfectly fit ansd totally iisable?.

(&)

Is my reccllecticn correct in that, ¥r. ¥Yvers? TDo you

know anything on that score?

¥r. Kyers: VYas, Senator Yitchell. First of all, between

50 an

A

€5 percent of people claim benzfits before ace 5%.

They don't all necessarily retire. Some may Yeer o

oo

Senator Yitchelli: Perhaprs the Senzator from Ceclorado
would want to listsrn to *his, hecause it hears on the
amendment he has 2ffer=4d. Ye is makin; some comments tearing

uTon 7our amendmente. Yon may want to listzn to it.

o |

Senatcr Armstronge dere they favorable to the amendment?

Senator Mitch211l: The first was. Yayhe the seconéd wilil

[}

be.

peoprle currently claiming retirement -enefits are hetween 63

ani 6%. T waptsd t2 s2y not 3ll ¢cf ther are necessarily
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\0

retiring then. Some cf them may have withdrawn from the

labor mzrXet years acgd, dthers may still bs w%orking at low

h

enouszh ezrnincs they will get full trerefits,

The second part of the guestion Senator Yitchell rzised

was do th people have work-limiting dizabilitiec? Fere

a
/]
L
L]

ifficult matter to say because ail the

[
(o1

(=0

acain, it is

nade just ask the peorple. Thers is nc

-
o

11

survevs that

[¢}]

examination, and many peorle say they have work-limiting

disabiiitiz=s.
I think 2z I r22211 amaybe 30 pa2rcznt of them =ay they
have work-limitinz disabilities. Whether this weuld be

proven if there was a medical examination, T don't know.
Studies havs not icne that.

Senator ®cvnihan: A very large numkber say theyv also
don't havs anvy work.

Senztor Yyers: Yes, that is true.

Senator Armstrong: The a=aturs >f *the safety net we

isability determination for

Cu

contemrlats is to make +he

group less vigorous than the Wwav 1 have

(4
0}

persons in this ag

\

descrired. Any way you dc it, there will be some element of
somehody clz2iming tc be disabled when they ars not, or
somecne whs mav in £fact be rartially, I presume no more than-
cartially iisabled when in fact they can't somehow gualify

becausz of 3 Zat-h-22.

1]

Tht is true ncwe t wiil he true under zany svstem T have
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be=2n atls %o
if we zre ~7oing
to
no

to theairp

Senztor Keinz:

jelayed retirement

financial crush is

¥ovyniha
Mitchel
¥ovnihsa
on pecple who z2r= ¢
find work, in orider

legical.

about the delayed r
that rut simply feoe
can’'t put it into e
CE3SCnS.
Senztsrc Moyniha
five-veazr prohlen.
Serator Mitchal
Thank vou, Yr.

scm2 bpetter

ceems reasorable to me that

people tc work longer, we ought

#ay cut for thcse whoe may not he able

rmal oSczcupatione. So that is
the

assume the re=zcson

implementation of the hicghsr benefit, the

Y

S0 is hecause the

not to commence until 1

going to be most severe in *he immediate

n: That is corract.

1: Is that why you wculi oprose this?

n: Not only that, but to impose a penalty

etiring early, who zan't werk or can't

tc encourage them to work is not very

am talking

In other werds, vecu favor

1 the Zfinancial crunch right now means you
ffect right now because of firancial

n: That is exactly right. It is the next
11 Thank vou.

Chairaan.
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Senator Packwsod: Bob.

éenatcr Prvor: "r., Chairman, cne cuestion, if i might
asX it, of Senztor Arastcong.

The Chairman: Yes.

Sepator Prvor: If 2 gerscn is, lst's say, €0 vears of
ags Bill, and they have decicad 24 months from now to take
retirement at §2 and thav are in the system, they have made

all their plaans ir this regard, is

[

ni aoing tc te the

[
n

Siznal to that parson that thzay are gcing to be penalized?
It is not zoing t2s affect that individual, is it?

Senator armstronc: Yo, Senator Pryor. First, all of the
elements of this packace start dhasing in in 1€90. This
particular provision you are referring to begins in 1550,

phasingy it over a four-ysar p2riod. I don't think we are

sending any signals to anyone. We are certainly net catching

It is, after all, 2 voluntarv decision. We are not
telling anyone they cannct retire, and it is occurring, even
the relatively modest discincantive wa are talking about
here, is occurring in a2n envircnment of rising berefit levels

and rising rerlaczment ratios.

2 3iding some more ortions. He are

r

So in = sens=2 we a

e sayinc: if vou will retire

1]

addiing thrsze more orticns. e

a littls later, we will give You = ncre thap zctuarial break
on your la*er retirsment teauss 8§ rercent is more thar the
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actuarial =2nmount. Tf vou retire a little 2arly, we will

penalize vcu & little more than the actuarial amount ard we
will g2t £id cf that requiremsnt earrings test, which is

really 3 mosgt unfzir gfrovisien we a1l igree, T think.

gs of the triad, so tc speak,

)=
()

Sernatcr fryore The three
in vour croposel, Senator Armstreong -- I am sort of like
Senator Mitchell, I think I like the ides, the concegpt and
Philosophy behind the first two. You stated the 2mendment
wvas birthed Dy the AARP. T[oes that also aprply to the more or
less disincentive to retirs e2rly? Is that also a proposal
by AAZP?

Senatcr 2rastrongs The package which AARD develored

itle Nork Promcticn Stratezy is a four-part

ct

under the

(2 ]

packags. t is the later retirement incentive, the earlier
retirement disincentive, the ratirement earnings test, and
the safety net provision. I don't clzim it is perfect. In

batter suggestion, I am willing to

w

fazt, if someonz2 has

2ut it Zdcss seem to me, and maybe this is the moment, “r.
Chairman that I could just invite the zttention -- could
somecrn2 on ths starff grab thgt one chart that shows the
erogress oI the ratir2ment age? You ion't even need to set
up an =2s2il. Just turn it zround so everycne can see it.

material -- no, I mean everyone in the

-
jos
rh
J
()]
)
o
o }
1.
O
(o]
ot

the 2udisncz wishes to vote on this.

D
7]
n

committcee, unl
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o

er

—
()
W
=
W)
po gl
or

Senzator Armstronge In the handout materizl we have

20 and age 65. In th2 ocinion of most exrarts, ace 20 is the

)

fairest age, but the other two are shown in vour randout
materizl. Bryan, will you turn it so Senatecr Mitchell and

Senator Pryor can see it?

o

hat it shows is *that these 1life Xpectancies are rising
very rapidly todavy. Someone 2t 71 has the sama life

ecurity

AX

expectancy thzt 2 perscn o age 65 had when Social ¢
came intc existence. That is the geﬂeral theory of why we
went pecpl2 to work lcnger. VYet consistent with earlier
discussions, it is & question of hLow you get there.

This, we think, is a reasonatle way of encouragying peorle
to do so and giving them scome incentives.

Senator ¥itchells Is thers any medical evidence to
suprort that portion of the chart that projects rresent
trends int> the future? It is obvicus that increased 1life
expectancy could not ccrntinue indefinitely at scme level.

The Chzirman: It is like Seacanomics; it will level off
after a while.

{Laughter]

Senator ¥itchell: And I wonder whether groiecting the

lines teyond the current date, whether it is suprorted by any

b
10
=]

rvidenc

m

medicszi

o
1
§
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Senator Armstrongs

¥Yr., ¥yers:

varicus
is 2

I think this

evan ¢¢ higher. =

intermedizte

¥itcha

Senator

ought to have learned

events, econoaic,

is extremely linit¢
ir. Myers:s I

econonmice. on
that were made in

would imecrove, tha
The Chzirmens

this packzje but I

wr

i

[

we wrestled wit
couldn't decide wh
to

richt way 20.

T wouli like t
earnings t=zst - +
arouné --
Arastrong, if

TN e

move

€enatcr

¥r. Myers.
ditchell, on

tle prcjection.,

[®)

n

reas

ome might o0oc lower.

=]

11: There is on= thing, ¥r. ¥yers,

about the history of the Social

that is,

Ve

our 3bility to predict future

this point, T think that

actuaries have projected mertality and like that, and

and I think it is a pretty sound figure.

demographic, emplovment or anything else,

21. Would vou agre=z with that?

would agree with thet,
the demograpshic, actually,

the early days as tc how much

particularly the
the estimates

longevity

actual longevity has gone beyond that.

Again, I think there are good rarts to

im not so cert2in.

th

n the Coamission for a lcng time.

ether penalizing early

o figure out some wzy tc rereal the

hers are at leas+

jet to retirement age.

are ready tc vote on this, we can
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Senatcr Armstrong: I would bpe hapry to rroceed in

[}

n

whatever wiv you think best, Mr. Chairman. This seems to me

to Dbe

[}
=
(¢}
]
ct

it intc the rstirsment age rroposal, T would te clad to ¢éo

that, too. YT don't care. I thirk it is a separate issue b

one which, if it helps somebody get to the right conclusion

on the ratirement 2ge, I am crerfectly willing te 20 thate.

hy rrorosal. If it is your desire to incorporate

The Chairman: I am not sure about the renalty fcr early

(]
or

retirement. I think that is the pa that we just covliin‘'t

agree on in the Commissicen. There is scme guesticn about

low income or wha*aver,

ct
0
rh
a}
[{V)
%)
()]
o]
=
7]
~

those who for a2 1o

~retire at an 2arly age.

Senestor Armstrong: Yr. Chairman, I sust want to bpe sure

we have r=2ached a meeting of minds. T just wanted to be sure

we had an understanding. Something ycu said a moment ago

made me thinX p=2rnzps th2ra wis a little slirpage in our

i

)

mutual understanding of this. Because of the fact this

phises in w211 into th= future, even <omeone who opted for

early retirement under t:this slightly increased penalty would

nonethelass hzve 3 higher benefit initially and over time

than someonz who ratires now, presumatly both in nominal

2use wWe are overating in zn

a

dollars znd in real tarnms ‘e
environment of rising renefits.

So uniar znvy circumstances, 1o ore will really get hurt

&S]
rt+

if thev ogt for this, and it is rurely zn ortion.
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choice they wouli determine.
Also included in my proposal is a disability =safety net
for scnecne for whom it isn't optionzl.

enator Yi*ch=11l: Ara2 w#e voting on tha whole cackage or

n

one at a time?

Senator Armstrongs I belisve w2 3re 3t the point where I
will seek the Chairman's counsel as to how he wculd like to
proceed 3£ this pointe

The Chairman: As I undéerstand it, the work promotion

=

2 4

m
}t

packags would inzrsass t ayed retiremeant credi+ which is

(]
-

in the package; is that corract

Senator Armstrong: VYes but, Mr. Chairmzn, in what I
think is a significantly bet*er way, in that it does it
consid=rably soonear, it does it 15 vears sooner. If this is
a good idea, as T think it is, if the whole thing makes
Sense, we ought to get on with it because the Commission's
recommendation, I believe, is not fully effective until the
Year 2020, Dr. Weaver -- 2010 -- whereas the rreposal I am
offering wouli bejin to phase in in 1290 and would be
completed in the phase-in in 1995,

The Chairman: And it repeals the earnings test between,
what, 1990, 19cu?

Senatcr Armstrong: If phased in again.

The Chairmean: And it increases the penalty fecr early
© 30 rercsnt at age 52. Rut fcr

retirensnt from 20 perzont

W
«t
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those not seriously disabled, that is phased in over 3

four-v=ar period.

Senator Rrmstroncs

sSon

n

fecr disatlad ce

8]

’

0

that w2 would spoly a

Yas. Tt contemplates a2 safe+y net
and the way wWwe are working that out is

test of the ability to 2o their

customary employment to that age crouc. So it dcec respond

to the concern so many have exrcressed: what atout when,

through voluntary means and otherwise, what about this group

of peocrle who 2re hod

carriers, steel workers or who do heavy

workX and just can't Jdo it?

Yaybe they will live longer but they Just can't do the

worke. Som=20n2 wh> is
But we are pinning it

worst, actuariecs

U]

ay,
generous provisionse.

Senator ¥itchell:

a3 computzr orszritor ray be different.

directly on that. As I say, at the

8

his is revenue neutral ever with those

Unless the author of the amendment

objects, I move w2 vote separately on thes2. Ye have voted

separately cn many items before.

Tha Chairmans I woniar if it wouli be a better

suggesticn, Senator 3irmstrong, if we temperarily lay this

am2ndm2nt aside, ind

discuss it, and move

if we have a chance in a few ninutes to

n to something else znd come back tc

this, that is =211 right.

Serator Arastrong

'

That seems to me to be the wisast

Ul

course. I sense we are close to working scmething out.
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The Chairman: T hope so. I don't doubt the merits of

the packaga, but I want to make csrtain a couple of things,
one of which is the agreement of *ho Commission, 2nd T need
to discuss thzt #r. ¥vers, and secondly, to nakxe certain it
is revanuz nenzral. I think it is probably phaseé in to take
care of that.

But 1f it is 21l right with you, we will ‘come back to
thate.

Senator Armstrong: {Indicating]

The Chairman: Is that all right?

Serator Arzstrong: That is perfect. If someone else has
an amendment, I would be glad to confer on that. |

The Chairman: I think Senator Packwood has an amendment
we can dispose of rather gjuickly.

Senator Packwcod: #r. Chairman, T move tc strike out
number 15 on the sheet, which is the Yroadened Social
Security wage base, to include ccntributions to qualified and
nongualifizd defsrr=4 compansation plans, 2t cetera. This
was‘not rart of the comnsensus reconmendation. Tt has heen
adied ty Ways and ¥eans. I sense the fine hand of Stanley
Surry in this =zmendment.

It is 3an attempt to tax fringe benefits not now taxed,

[®A

11y

1

and spa2cifi a3y zare being one. Tt is one we exempted

8]

from tax. ¥%e 25 aot include it in the income hase of the

emplcyee, 4e Zid thgt by law a number of years aco *c
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an-ourzge 2mployers to provids dav care.

Yow we are saying if that or cther even tax exempt fringe

r*

benefits, let alone thcse which are no exempt by law, that

v2}
th
1
o]
3
jobe
0
4]
(&
i
p |
Q

we have impos=22 2 moratorium cn the IR
regulations. If thev are part of the so-called cafeteria
plan, they will b2 taxed.

Cne day we may want to full scale and full tilt get into
the concept of taxatioa of fringe benefits, but this is not
the place to zddrsss that subject. It was not seriously
addressed. There have been no hearings on it here and I would
sinply mova to strike that provision.

If the staff would be so good to exélain the excertion,
which I am willing to accept.

dr. B2los: As I understand Senator Packwood's amendnmnent,
it would be to strike fror Item 15 cafeteria plans unless the
cafeteria plan inczluded as on2 of the possible fringe benefit
6ptions a 401K deferral.

The Chairmans That is my understanding.

Senator Packwocd:  That is right.

The Chairman: Without objsction, that would be --

Senator Yoynihan: ¥r. Chairman, Senator RBentscen wishes
to ke recorded no on the vote. ) |

The Chairman: A1l right.

ot

Arz there othasr amendments? T wonder if we might take a

ten-minute bre=zk. Dorn't go too far away. Ye are down to an
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Senatcr Aronstrong: No, Mr.
stitutes.

Senator Zrzdlev: T weculd =
z2g=2 not to o2fiesr = =substitut

7ht, but Wwe Wwer2 iz2king votes to get up and down vet=2s on

ticular ame2nima2nts, and T would hcre to get an up or down

The Senator is ccmpletely free at another time to offer a

iztion o¢ this, or one that is a stronger one, if he viaws

Senator Armstronas: Mr. Chairman, the reason 7 want *to do

is not for any rsascn of parliamentary maneuvering, hut

th

rly t=2c3use in the logical segquance o aventes, there will
members of the Ccmmittee who will he uncertain of how to
@ on your zamendment untiil they have disvosed of others,

I am on=2 cf them.

I want to offer a gropesal which I helisve to “e

ie]

le, but which I frankly dc not

Jote

pletely right in grinci
ect to pass. I do 2ot want to helabor it, bhut T wish to

er it as a substitute. T hore Senaz*tors will vote for it.

certainly put intoc perspective exactly why what you ncw have

the tabhle c¢cr somsthing elise oucht to he adorptei.

Ternator zZrzdlev: Why ‘o you not zffer it as an amendment
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to this a3az2ndm2nt, z2ni not a substitute?

Senator Armstrongs fine. T would be harry tc 4o +thate.
In fact, if thz Sznator cazres deeply that I not offer it, I
would e glzd %to withdraw it.

Senator =rzdlevs ito, T Fust want a separzte vote.

In that czse, and with that understanding, N4r. Chzirman,

(=]
L
[e]
Q
Hh
I
M
ot}
()]

i3S an amendment tc the amendment of the Senator
frem New Jersey the proposal which I have circulated to

simply delete the Commission recommeniation for tzxing

“ow, in ssrt of the context of this meeting, that nay
seem like a very drestic vrorposal.

The Chairman: Ex-usz ne.

Senzatcr irmst-cng: You previously voted teo do this, ¥r.
Chairman -- it is all right -- along with everyvcther Senator
who veted cn this subject, not once, rut twice, and I Lelieve

time we voted on

W
0n
ct

t nimous ktcth *imes, but tha 1

2

&s

[
o3
Y]

[=s

n
0

it was guite an

th
fol]
0
lad
~

5 to nothinag. In

a5

this issue, it wa

7]
4]
(Y

I remember very vividlv being summoned to the floor
because there was some concern, some threzt that scmeorne

m abcut taxing kenefits, a2ndi for E0

]
[
gl
e
ct
T
)
<
)]
1ty
g}
' a4
T3
i)
§da
]
D
)

yezrs, cne of the Crszt principles ¢f the Social Tecurity
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. |
not tay benefits,

system was, we wili
Sc it Wwas thcucht desirable in orier *o r=sacssure
beneficiaries wno might have picked up ar alar

we wer=2 going +o

0of the fena*te ressi

nothin

ie]

That is exzc:ly the orcposal I am o

A1)

W

Coemmissicn recormendation for taxing hernefits. The cost

$26.4 billion cve

voted on it last
voted 394 to crna2
offer it because

change the rul=zs

what vou are 3cin-

whatever msdest tac+ticzl hich ground T

have alresdv saiiZ
4ill encourags =2
one thing that h=

t2¥ bensfits that we ought tc have a sense

e

£ *to

11}

(=

s the vote,

\
\
|
ming rumor that ‘
|
|
tion, and that w

It

fz2ring, to delete the

[

s

hs parijiod. It is not just beczuse we

t

T

-

vear, or that the HYcuse of FEerresentatives
on this proposition *hat I offer it. I

it is fundamentally wronc in my cpinion to

z2fter the game is over, aznd that is exactly

EP]
or

(21

v adoptingy a benefit *taxation amendiment

«

2Te us a2 benefi+ taxation amendment that
well intc the future, so tha* pecple w7ould
7et thelir lives organized in a wav that
to mak2 these plans, I would feel

it, ®*aut to me, it is

n
[}
[}
n
ct
=
"
0
3
Q
L]

ncte, ¥r. Chairman, mavte I have given away

2izht have tecause I

(3]

de not think it will pass, but maybe +hat

72 S2natcrs to votz feor it anyway, that the
€ sort of been the kctitor line in every
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amendmernt that has ever beasn offered prior to this is, we are
not goinz to cut denefits for exiz+inc peneficiaries.

4e may tinker around with retirement 2ges in the 21s+
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century. Ae mey adjust
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Maybe Je will zddrass the eligibility standards
we will not cut the henefits for existing heneficiaries. Yet
that is exzctly what this is, 100 percent, a renefit cut for
existing beneficiaries.

I note the arcival of the So2nator from Maine, who raised
what I thought was a very worthy and imrcrtant guestiocn

YesterZay when we Ziscussed this., He =aid, how many people

are affacted? CSeven percent is all of the Social Security

And I think 3 lot of us feel that many cf those high

[}

income teneficiaries, rarticularly those who are gettin

h'

large Socizl Security benefits, and azlsc have larce amcunts
» Y ’ .
of other incecae, could afford to contribute something to the

soundness of the systenm. And T am perswaded ¢hat that i not

2 bad iZea, even thouzh in principi=2 T think it gterhaps is

But the notion that scmehow this will only affect a few

has tc be understood in the context that thess2 threcshslds are

not 1nlexed, =nd I nhave asked staff to give me a rerccr+ of
wnat theses “hresholids will mean out into the future hHzsed orn
var.cus assurmpticnz zbcut inflaticn rztes, and the botton
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Bas=23 on in inflation zssumpticn of 10 percent, we

n

have 7 percent in 1984, 18 percent in 1890, 35 percent
1895, znd 5C gzercz2nt bty the year 20C0.
And, as you c2n see, uader either a 5 ¢r 10 rercent

inflation assumption, virtualiy everviody will be tzaxed

hat is, the cne-half ¢t

ot

the entirety 2f their benefits,

proposed t2 ke taxed, within the reasonably foreceeable

So, that is my prepcesed amendment ¢5 the amendment
Senator from ¥ew Jercsey.
The Thairmznq Do you Want a separate vote?

Senator Arastrong: Yez, sir.

sckwood.,

Senatocr Roth:s io.
Thz Cl2rk: Danfcrth.
The Chzirmanc: 10
The Cilark: Chafes=.
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Senator CGrassley: Grasslevy votes no.

The Chairmans Cn this votz, the yeas are +wC and the

s z2re 15. The zamendment is not agreed to, a2nd the
Juestion arises on tha amszndment of the Senator from Vew

Jersey, an?2 I hcpe it will lose.

[Generz1l lazught+ter,]

The Cl=rk: Mre. Packwood.

Senatcr Facikwoocd: Yoo
The Clzrk: Eoth.
Senator Zoth: No.

The Clzrks: Darforth.
The Chzirmzn: Vec.

The (lork: Heinz.
Sfenztor #Heirnz: dc.
The Clzrivs walloce.
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¥ovynihan.

Yzvynihan: Noe.

[

)

3aucus.
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The Clerk: Prycr.
(%o response.]
The Ci=2rks Mr. Ch=zirman.
Thz Chairmans No.
Un this vecte, the yezs are thres, the nzvs zre 14, The
adendimant 1s not zagresd to. -

Senatcr Eradlsys:s Mr., Chairman, my seconé armandment would

the bill. i you know, the

S

3Jc tc +the f3ilsafs provisicn o

Commission recommended that Congress develcp a fzilssafe

y
o
jo]
(%

mechanizm, althouch tcday we 4id apprcve inter

4

r
Q
n
(]
(]
(1
v

borrowing. T woul?d likse uzggest thz2t we n hetter

feV]

failsafe mechznism, and althouch it is unlikely we will have
to use it, I think it is important to send sz nesssgce to 36
millicn recipients ané to those 116 millisn who are paying in

that if there is trouble at any pocint on *he horizon, their

Therefcre, what I suggest is an anmendment that says, when

tha managing trustse jieternines that the reserve ratio 1is

is authorized <o borrow from the general fundis sufiicient

revenu

(V]

S t> pay th=2 banafirs.
In addition, the Conaress shall develcp a plzn within six
montns ¢f the dzte of the borrowing from general revenues for

the repayment ¢f such ravenues. Tt simply s=ys that i€ the

-

ct
[}
[
n
ot
‘n
=
o
[
Q
m
ot
ui
[pH
O
£ 5
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0
~
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gect C czrcent reserve

|
|
|
|
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ratio, tha lcwest i
next dscad=.

But if it iz wo
downturn, thisz =zuth

Senator RBrzdiley
The Chzirman:

considerad and

(1}

was
is a strong --

A
ccuared

alreadvy

The Clerk: Fac
Senator Zackwoo
The Clerk: ot
Senazor Zozthe

The Ci=zrk: Tarn

iy
=4

N
9}

208

t is 2xprected to g=t is 13 cercent in ;he
Lse becauss of a very severe ecchomic
¢rizes tihe menacing trustee to horrow out
and then to develor a rlan within six

t is borrowad,

20 I understand thzt 2as gener2l revenue?

: That is right.

And T must szay thic is ancther matter that

reject=2d by the Ceamissicn. I ¢hink th=re
I think there zre some who think we have
den=2ral revernues into the package, and
a permanent -- or is this rermanent? Is
: Yes.
A permanent preovision, so I would hope we

Xwood.
iz No.
h’
No.
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The Clisrk: Chzfee.
Senator Chzfes: Yoo
The Cl2rks FHeincz.
Senator Esinz: Yoo
The Clzrk: #Wzllop.
The Ch=zirman: Yoo

Senator

Senatcr 2rm
Ths Clsrkx: ¢
Senator Syams
Ths Clerkx: 3
Senator Grass
The Cizrk: L
Senator Long:
The Clzrk: B
{¥o reosponse.
Th2 Cl=rk:
{Nc response.
The Clilerk: ¥
Senator

The Clork: &
{Kc respeonse.
The Clerks &

Durenbkergsr.

Curenberger: NG

Armstronde.

ngs Yoe.

YmMmS.
: Xo.
rassley.
lev: No.
OngG.

No.
entsIen.

—

cuis.
30 T=spen
en.,
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Senatzcr Eradlay: ive,
Tha Cl=arke Mitchell,
Senatcr ¥itchell: ¥o.
Tha Clarks: Prycr.

That was close, Yr. Crairman.

4]

(o]
H
e8]
o]
o
n.
’-J
W
o
fe

Senat
The Chairmen: Jdn this vote, the ravs are 18

are on2, “ut thers a2rs still some who havszs not recorded.

Senator EBradlave 3re there 147

Senatcr Zradley: Thank you very much, ¥r. Chairman.

The Chairman: Thank you, Senator Bradleyv.

18

viz2w 2f ths pro

O
[le]

o
n
o]
w3
23]

¥Yre Thzirman, I have a series cf four

.
asz

r L

0

ta

ty
[

amendnent which woulsd =2ncompass ths 5ill that

testified before the Committee on,

3rity honds in allewing for zan exchange.
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Fcr peorle who are more financially atle tc, *hey woul?d

t
n
W
e ]
[N
(+
By
-
]

voluntarily =xchz2nga2 their Social Securit*ty bensfi:

[71]
n
ct
-
D

revenue ron<s, which would nct bhe taxatrle as far

interest o5a thema isz czcncarneéd. Ani that woulé save, in the
shor+ term, arcit 37 tillion, it 1is ectimat=d.
I <think the groung work probably has not teern 4done on

this, and ra+her thar have a vecte on it and hzve it vo+t=4
down, I think it is a gocod idea, and there will be another
oprortuanity to 1o that in the futur=z, hut I think many of vou

-

were here when Ccngressman Schul=e tes

[N
{
Y
o}
(SN
b4

fia

ct
o
Ih

-
t

intreduced *the »ill last year. We introduced it *his vear.

I would hope the Chairman cf the Social Security

[
o
D
W
™
p
]
‘Q
Q
for

Subcommittee cculd assure me that we could have

,
;

o)
&9
t
o 4

that hen T will withdraw that

3
D

in the v=ar,

n
’.J .

ome T

o
n

amendmsnt, if I can have an surance from Senatcr Armstrong

on that,.

[

Senatosr Arcstrong: You a2rtainly cane. I would *re glad

Q

for you to have z hearing on that toric.

Senator Symss: This prcrposal would allow people to take
bends wnich wculd be inheritance tax free. It would not
drain cash out of the trusct fund. It wouldi savse us S
Dillion %o §7 tillion between now and 1660,

The other zmendment I wcul?i 1ikz2 to Just throw out to the

Ccmmititee, theres i3 a discussicn on the crcposal to establish
a3 Tocial Security opticn accounrt. This croposal would
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contribute to the solution of the long-term sclvencvy

problens. I think Wwe n=221 tc sxamine this further also.

It would re similar to the ¥ecogh's and IEA's that recple

d te limited to 20

(9]
o
-

now have, and the tax deductizns w

ject tc Social Security

&

sSu

m

percent of ths zmzcunt of incenm

taxes. Thus, the maximum individual deduction weculd re about

[0V}
n
D

§7,0C% todzy. In return, thes2 individuals with tnh

acceunts would forfeit one-hal percent of +heir Social

T b

Security ra2tiremesnt benafits for.each $1,000 contributed to
the accocunt.

I may off=ar these tWwd ameniments on +ha floor, but T will

r

not belabor ths Committee with them tonigh+.
I havs two other amendmen<s. Cne de=ls with the
retiremen*t az=. I must sa2y that T was certainly clezased with

the vote that the House took l1ist night. I thought *hat that

showed considzrabls gcod judarent on +the rart cf the House to
make that 3irectisn to start racegnlizing that due to the good

fortune c¢f better medical care and better health in general
9f our pogulation, we 2r2 now actuilly living longer.

o, the azmendment I would 1likXxe to offer wculd tuild uron

thzt, but ztzac+ iam=diztzly on 2 gradu2l, long-term prcgran
to alicw for rziszing the rotirenent age. The amendnent I
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offer would rzise the retirem2nt age cne aontr evary year,

"y

startinz in ca2izndar ve= 1984, for the next 35 vears, and it

wculd >ring th= recgular retirement ace up tc €8, =znd *he

@)
o
n
e

izemsnt 31z=s ugz t

as one of the pezsyrss to

0
Q.

g

D

his amendment was ne
assure the long-tsrm solvency of the Social Security trust

fund. It wouldl increzse the retirement agz graduzlly over a

Q.
m
fig]
[
o]
t
D
t
[
=3
0
ot
(0]

period of 36 years, and give today's workers a
adjust tc the 2lan fcr thzir own retirement.

Increzsing the retirement age is well justifisd tecause
cf the longevity of RAmericanes. When the Sociel TSecurity
System was inirtiatzd, the averzge life expasctancy at the time
of birth was S50 years. Those setting up a Socizl Security

set ths Social Security retirement age at 65,

$-

trust fun

Today, the averzgs life expectancy at the time of birth is 72
Yyears, yet the Socizl Security retirement age still remains

at 6°%.

T think we we shculd bring:this matter up tc date not
only to help ensucs the long-term solvency c¢f the trust fund,
but so that the rresent incquities in *the prcgram can also he

corrected.

the

ie}

I Xnow th=r2 3re nanv who are opposed to increacsin
retirenent age, anéd fcr a variety of reascans. Scre of those
Tteasons, I think, z=re cor-ect. That would e reogls

health, 2 rapid chznge all of a sudden tc change it too
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suddenly, and that is why T ar sugZcesting that the first

Jusstlion is, %= 3c2 g2ing o raise it one month every vear

v
Hh

It will mzke nc majcr szericus change »n the vlzani

$1]

g ©
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anvy 2merican wh2 4o5uld be affzcte
remove 31 triilicn or so from the lonc-term unfunded

liability of the Social Security svstzm, ramove the necessity

Ih

or continued pavroll taxes in the future. I think it is

#ith respect to the hezlith gquestion, T would jus* like to

ivi
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longere. Theyv ere working longer. Xe=riny them involved in
their life’s work helps them maintain a better phvesical and

mental health, ani th

W

t 2 the country.
Rlso, it wculi mean that there would re a higher
percentagce ci the gopulatiosn working and producing as cpposed

to what we have Zone now, whers we have too few workers and

not enouch croducsrs, and that is one o2f the reascns we are

being teaten in many of the *trade markets arcuné the world,
because we simply are not working znéd producing enough as a
nation.

I wonli 1ik=2 to hivs 3 vot= on this. T mav not do much

better than Zenator Fradley did on his liact amendment, but I
fsza2l it 13 a2 rezily worthv amendment. It would taka care of
thz Zong-tzrx trocilam T think we have fziled to ad?ress anpd
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the Commission fa2iled to azddress adecuatelyv. This woulid just

stirt 3 very 3riiuzl thinz, raise the retirsrent ace one

menth every yesr for the next 36 vears.

Senator Yitchell: ‘r. Chairman, can I zsk & gqusstion?
The Senaztor referrseé tc the evidence =n lcngevity, ani that
is clearly established, but he zlsc sazid that ceorle are

there any evidsnce of which

7]

livine and workinz lcnger. I
the Serator is zware *c sumpert the conclusien that people

ve lonager?

o

3

ar2 alkle to> work longar just because they 1
Senator Svmnss I have read many articles where thics is

th2 cas2. I zan sav I have seen many instances c¢f this in

personal experience. I have seen tecpie in my personzl

conversations with reople in my state and other places. They

(¢}

indicate t> me that they are stil: able tc be very productive

to the system, thev are forced inte wvhat

o}]
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tha2y consilar tc %2 an e2arlv ratirsment situ=ztion.

I think we z2ll have examples of this. Certainly, the
ricors of the 'nited States Senate, although ther2 is no
heavy lifting involved in the Zob, I rust adait --

Senator ¥oynihzn: No, we have to carry these.

Senator Symms: Cearrying 2all cf these papers around, as
my good friani fzom New York points cut, is sometimes heavy
lifting. Eut I think it makes ccmmon sance.

T wouvlZ 31s2 cay when vou talk to young reople, mcst

Young p2cpls have no confiiepncs. #“hen T say younc, I mean 30
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Years 21d znd ycunger. They have rno confidence there will bXe

any Sccial Security sysism here when they get tc thzt age.
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I “hink the answer to that guestion is, yes, th=sre is

evidence that reople can work longer i< they live lcngere.

Senator Mitch=2ll: Thes S=nator has advapncaesd 3 very
gerious proposzl, and T have attempted tc study that issue a
gresat ieal.

-y

Senator Synmas: I would hopre all the Senators would vote
for it. ¢ w2 31iji this, we would solve this croblen for
future Senates, Houses, and Congresses to deal wi+h,

Senator Yitchell: The problem is, while it is

undocubtedly true, we have z11 run acress examnples of

€znnct, =srecizlliv thcse who are engzaged in heavy zhysical
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Alwhouzh tha Urited Stat=s is now in tha middie of 3
maicr socizl transfiormaticn from an incdustriai to = service
scciety, there ars s+ill millions =nd millicns of 2mericans

engaged in heavy vhvsical lakor. I h2ve nct encounterad any
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supstantial mecic
than the indiviiuzl =2nezzdo+al evidence You suggest that

surports the theosry that ceople can work in heavy physical

n
th
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[d}
b
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dhat aay be occurring is an extended pericd cof
fer 2 larce secment of our soclety.

¥r. ¥ry=rs, waz thars any a2vidence on this

"n
]
=3
t,
D
a
ot
-

testimony on this suhiect befcre the w2tional Ccnarission?
¥r. Yyers: Senator ¥itchell, we did have testimony on
this, and it was really inconclusive. Some peorle beliave

that thers was evidencs of that, and others say there was

not. The difficulty is, it is easy to neasure mortalitv, but

hard to0 measure whether recple can continue to work, and a

lot cf th2 studies thit have b

mw

en ?3ids on *his have been by
asking reople's copinions. nC2 vou atle to werk lenger or
not? ind wha2t peocple aight say May or may nct be the case.

It is verv hard t5> measure.

soun”, broz<ly besad medical or scientific stvdijies bearing on

this particuler svhjsct, that is, the zbrility ¢f reoble to
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r. #ysrss I dec nct think there is., Franklv, I do0 not
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@nztor tymas:  Senater, I might say that one thing that

aprensd is, the nunber 65 that cazme out in the first

-= I thiak Tenator Yovynihan enlightenz=2Z me on +that

er, and I may have to ask him tc ccrrect me, but did not
urcer €3, dii you not make mention that it came fronm
rck?

enator Yoynihan: Bismarck was 70. It was assumed that
one would be dead by then, I thinke.

enatcr Symas: Sc they set it at €% in Germany, and that
w We zot 2% in the first rlace.

ow, I wcurld Jjust say tc my colleagues that we dc have a

ility system fcor thoss psople who would be incapacitated
nable *o continue to work. Cecondly, as we watch
clcgy mazXe a change in our society and in our world, 70
nt of the Amesriczn economy 1s bezoming more highlvy

3

clocy, znd service-oriented society.

i

So, I ic think thzt if you make a very grzdual charge

this, 1t is not a radical amendment in any <ense. It is

e lcng-term problen
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he Zmericzn sscurity syster for old 332 citizens, and it
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does it in a very gradual vaye. So, it would onrly change

someons 's 1if= plan by one aonth, twec meonths, six Tcnths,
whataver, 2s 3 pericd of yezrs goes on, sc that reorcle could

o
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going

[t

mentally hzve time to adapt o the fac* +that threy
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to continu=s 4o work

t4

I Just think 1t is & gcod waey to go. 20 n1Q*t believe

=
-+

this is a difficu vote rolitically, and I know *thz¢ Social

Securitvy is a sensitive jisste poliitically, dut I Zeo not

belizve this is a difrficult vete to make, becauss it is a

srzdual changes.
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Senator Yi cﬁell: ¥y guestions
that. I think we 3ll want to try to dc what is -icht. I
wish th=2 S=2natcor or someone was able to present some evidence
to suprort the conclusion thst because pecrcle live longer,
th2y czn work lcnger, really, nc mattzsr how, and I have asked
a great many people the same guestion. %0 one has ever come

up with any suabstantial evidence to5 that effect, and that is

wh2t rezlly trculbles nme.

I agres with vou. Thiz is a difficult rroblem, and you
ars trving to adirass it sericuslye.

Senator ¥cynihans I wonder 1f the Senator frcm ¥zine

ot

would l=2t n=2 ohssrve that on tha gjuastion of work effort, the
work force particigpeaticon rate in the United States tcday is

th2 piszhest irn its reccrded histcry. “cre2 RMmericans are in
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fut whz2t Dr., ¥Yvers said is, thre testimony we hears that

in the geriztolegiczl comaunity, trers is Just not yet any
rezl Zudgment about whzt is the case, rut *he pce=ibiiity

It is 2z legitim=ts dehate, not settled, and I dc nct think we
can act as 1f we hazve knowledge.

T

S pesition?
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Senztor Mitch=21l1l: W

thet. It seems
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Senator Moynihang T zoul

b

to me it would be wrong to accent a very stringently zdvanced

aga

O
th

retirement until we lesrn more abcut whether ceople
are just having more extended age of frzjiity, 2z vou said,
tnan an extended work period.

Senater Symms: I wou;d sz2v to 1y coll=2agues, I hear the
concern, and I avovreciate the concern. There is one way we
can look at tnis. If this amendment aznd the amendment that T
will cffer nex%, which deals “ith the sheort-term prorien,
which is the cost of living adiustmrents, T woulé say if those
tWc amendments wers passed by the Concress, signed intec law
by the President, that vou would see =2 massive resurgence of
the iong-tarm capitzl markats cf this country and a

resteration of real long-term non-inflationary grecwth,.
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Tesrect your ccncern about
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this, an2 I z1 sorry T do not have nore substantial evidence

ani sayv, it appears we are raising this age us %o = pcint

b

where meybe we shoul”? reccnsiler whzt Conaress 1id anid ao

v maybe €7 and a half is far

i

back the other wav, ané s
snouch. Tha+t woulil he 18 years down the rczd.

Congress could always come back and revisit this issue,
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but vecu would have solved

in this countrv tzdiay, heciausz it weulid |

n

long-term invecstor
give a certzin confidence fo anybody who wanted tc zo out and |
invest in 3 long-ta2rm capital market that we have taken care

tarinzT us in the face ¢f this massive

n

of 2 cvroblznm

trillion-dsller, whatever it is.

1

-

hs2arines -- T do

b

¢
w

ring th

1y

We hav Naari witnesses here

)

not remember the nunkbers, but it is sc far out in the reach

in terms 5% irillions c¢f dollars of unpfunded lizbility in the
future, that 7e hzve s0lvad that problam, a3nd we could jo

bPack and revisit it, or ancther Congress could co back and

T do nct re=21ly think that the propecsitiopr has
anything but vositive zspects for the Americarn public if it
were zcceacted tv th=2 Tongrass. This issue was no:= an

musSt =azy that my former cecllizague in the
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Eouse, Jaka2 DPickl=z, us2d to *alk about this wher he was

chairing the 35ccizl fecurity Subcommittee cver in the Youse,

tosars this, anid then peorle’s gsyche and determination could
rzaduaily begin tc realize that they are nct st a retirement

t 65, that you do not become 2 senior citizen until you

igs =z
ar= 56, so2 to sreak.

I really think it has henefits to coffer the jAnmerican
peorla, bec=2use it complements ths grajductive capability of

those pecrle @who have had a lifetime of experience, and often

times thelr experiencs makes ur for wh:z*ever physiczal
reducticns they might have had through tha aging process,

because they have a bet:ter unéercsta nding of how to do the iob
in an =2a3si=2r fashion, whatever it is +hat they do.

Senator Grassley: We obvicusly must think that pecple do

n

<

have thes capability of workinz bevond 6%, or we would not be

o

iscrimination, *tc doc away with mandatory

i

SO anxious for a

19}

retirenent, and when we had all of thzse discuscions UG,
thare vas never the point cf viow sugjested, well, what
difference does it make, heczuse recople do not have the

capahility Gf working “eyond that point.
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ezrlv retirenment, one 2f the amo+tives for izcing it was not

that pecple were nct arle t0 weoerk +o, £5, Tt Just has not
tear tha Zsznter of the discussion, ani I 4o not think i+ is
Probably any mors =zpproprizte now than it hze =ezn in the

ke}
n
in
o+
L ]

What we nesd to dc is lock in terms of what that

Mm

individzl maybte wants to do. de are not precluding ezrly

retiremsznce. We 3ar= not s3ving vyou have to work until &8. He

has the opportunity tc do it, and he shculd net he
discririnated zgainst for <oing it, I thirk, is the generzl
postura

Cenator ¥itchell: Are ycu sugcesting that Senator Symas’

proposal will not z3lter the date for 2arly retirement that is

Senatcr Crassleys It 2ces raise that, *cc, does it not?

(o]

Senztor Svrms: The wavy I had the arendment worded, it

dcas rziss +tha 372 for early retirement. Also, it might be
interesting if this is voted down that maybe we shculi

consider wnen it comes to +the floor t5 lezve +he early

retirzment 3ge, Mmavbe ~nly raise the carly retirement age six
mcnths e2very two vears instead of going the full month -- I
mean, £ais2 it tud ws2ks 2vary year on ths low end of it.

2ut you would +then have the protlem to face that ycu had
2 higgar 73p “2twazn ezrly retirement and the further out

retirareaent, T“hen, I think if ycu 225 that, &z future Congress
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Peosple are

will have to zddress z2n incentive for preople not to ort out
earlye.

3ut I do not think there is substzntizl evidence on
either sids ©2 =3y £237le are not abla *o live z2n2 work
lorcer beczuse ¢cf improveZ hezlth in the ccuntrve.
simply able, due %2 modernization technclogy, the tccls and
eguipment that have beesn daveloped ovar thz tima
d0 much heszvier work with mechanical mezns which
actually have to do tha physical labor. Thev did U0 vears
agc.

Senator fGraiscslevy: T have a propcsal thzt leaves it at
62, but I dould have a gr=ater penalty z* 52Z.

Sanator ¥itchell: BEBut that is nct what Wwe are voting on
NOW e«

Serztor GSrzscley: There are *wo diffesrences
proposal 2nd his. I start mine in 15%C, and 7o uv for 36
years to age £7, and then I would leave it at 62 tut
more ¢f = cenalty for retiring at f2.

The Ch3airman: ©Oc vyou want 2 roll c=2il?

Senator Symme: Yes, prleace,

The Chairmzn: The clerk will czll the rcll.

The Clzr¥%x: Tackwood.

Senztor Pzckwocc: ¥

Tha Cl=zr: Tath,.

Sz2nator “otha "Co
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The Cl=rks Dan
The Chairman:
Th=s CTl=rke Cha

¥=z1

Tha {lerke
(i~ responce.]
The 1

TKs Dur

@

Yoo

lovp.

enkterger.
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Tha Cl=rk: cdren.
Senztor BeoTens ¥o.
"he Cl=rk. Rrzdley.,

Serator Symnms: Mr. Chairman, if I czn offar ny last

amendment, I will e out of your hair.

.
@)
o

Senator Chafe=z af=e votes no.

-~

]

he Chairman: 3Jith Cha‘es voting no, the navs are nine,

Yyeas 3are three,
Senztor Svars?
Senator Svymnse Thank vou, ¥r. Chairman.

ch I dc intend

B

dment I #ill offer tonight, wkh

<
n
~<
o
i

3
iD
e

to continuz to pursue next week on the f£loor, wculd be an

2X2 care of the shor+t-~+tornp crohlen,
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ning the problsm between now and 1¢¢Q, I would likxe to

T =0 amendnent which would freeze CJli's fcr two years
£t heli hnaramlass thesa pecplie on 3ISI, 50 *hat the low

me peorle weould nct be affected v the freeze, just the
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Sccial Sszcurity c2cipients.

An? ths tvec CZLa's of July, 1¢83, and 1984, would be
dispensec with, and then in the future the lower future CCLA
in-rezgsesz wculd %2, *he loweor of wages or g2ricss bteainning
with z payment in Decenmber, 1985, zanc¢ Tecember thercafter.

Thsre 2rs two s2ts of assumptions. T£ we use the 2(bH)
cropesal, this will save $106 billion over th= next six
Yyears. If we us= the Yumbar 3 assumption, the proposal would

save 3125 -illion over that six-year pericd.

n
(V]
3
|_4.
o]
)]

¥r. Chairn=zn, over th2 past two vzars, the
citizens who receive Social Security have rececived a 20
percent increase in their benefits, while most of the people

who are earninn wages have either recaived minimal increases

or no incrcsazs2 at all, and in many incstances have actually

Cver the last ten years, wages have risen 12% percent
while retiremsnt tenefits have been increased -- rcovided by

G zercent, 205

O
)
(6]
]
jon o
w
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o]
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w
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the pubiiz sa
cercent. I have sSeen figures showing it a little higher than
that, ac+uallv, “ut w2 have been paving out benefites faster

than we have been collecting taxes, znd I 45 nct think we can

]

gher *taxes when their wages are

Fae

ask the wage z2zrn=srs to pay h
not rising fast enough to compensate for the loss of inzome.

&gs an

[

irTzn, lncreasing TGLA's znd using the P

index strikes in =y opinion risht a1t the iscsus of fajirnecss.
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A clause in the CPI crezted the issue ¢f fzirnpess when it
comes to evaluating the 2utomztic federal COLR. ~Frosisn in

the vaiue of =ntitlemen*t banefits from inflation is rightly

ovarstztad increases ia the cost of living for cecple whe

already own their own homes, who =act rationally to conserve

enerayv whan =2 v prices ris2, and who 23y attention to

=)

)
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§ in the supermarket by choosing what they Suy

N

win

«)
M

price

O
®
L
x
.

k t

we

D

Lo
m
<
(3
o |
W
I h
0]
r
2]
[¢]
0
(=]
fu
[
Y2l
IT)
a
[#]
H
[H
t
<
[£Y]
t
t+
jos o
14
0
o
H
g
[p)]
o]
ct
ot
4=
=]
m
~
v
o)
(98
+
T
)]

Senztor IZorens dculd th2 Senator yield for a cuestion at
thzt pcint?

Senztor Symms: Yes.

Senator Eoren: Y2u ars szying use either the wage index

lower, as the permanent amount of
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ot
Y
L
(
'
j -
Y
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Seratcr

PR,
cOr

Sen

T

would nake i
reserves are

Sena tor
December, 19
your amendme
sy

certainly

the wage ingd

the formul=a.
Senator

sSomecne else

Serator

Syrnmss Yes.,

soran: s I understand it, the packaze only
if the rsserves fall telcw & certzin level.
Svymm=s T think thzt iz what thz lramc+trong

It

that progrir in December,

3oran: Is it made permanent after 1%8f, or only
ves are 3t a certein level?

er: If reserves fall helcw 20 cercent.

Boren: So, Senater Symms, you are saying you

t that under 311 conditions, whatsver the

.

Symmss Y25, but the first payment will come in
85. There wculd be no CCLA.

Borens I wonder if you would consiler 4ividing
nt. T wculd not suvport 3 two-yezr freeze, but I
ccort your idza of using either -- the lower of
ex or the CPI 2s 2 permanent way cf determininag
Syams: I would b2 hapoy to do thz+, unless

would offer that amendment separatelv.

soreans T “now ¢f no on2 who would of<ar that
and I think ycu have a good proposal.
Grasslesy: Do vcu hive pavdback crovisions in vour

’
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formulz?

Senator Symnss YXo. i Just +think this is a fair-

amendment. I can give vyou a psrsonal examcle ¢f this. 1In ny
own femily, nv Zzsther -- z2nd T have tzléd *the Chzirrman +his
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maav times -- zn? mother

ct
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n

Socilzl Security ddministration, and their home is

fronm

n

paid fcr, their hcuse is paid for, and thev are in €for+unate
circumstances, I suppose, if vou comparad ther with the

ivsrage, but they are not what yvou would =31l super Jealthy

Yet on the contrary, they have grandchildren +hat are

73 25 much as they draw

cult time esarnin

[

workXing, having a2 3iff

o]

from the Social Security Administration, and if you go back

ani analyzz it, g=205l2 who ar2 gcing on Sozial Security

Q.

tcday, if thev raid in the maximum since the feginning, pai

in about F14,008, 2nd the first vear they get back $14,000,

th
t
=
D
<
W
1
D
=
o
0
=
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so it literally mzXes people millionnzires if

encugh to live lcng =sncugh to get onto this svstem.

20-rercent incr-ezse. I went out in my district over the

held town nme=2tings all over, and most
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0f the geople who ait+tended the towr meetings -- there vere
over 1,200 pecgls zttending sesverzl of *these meetings that I
We kept an

inventcry. “ost 5% the people who carme durinc the day to the
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ameniment to dispense with

eld do.

uni2cstani what 311 <he controversy is ahout.
viewad by many as 2z reduction in bernefits, but
e to fice reality. In the last twc-vear gericd,
ceopls= ih the courntry are not getting pay

the rate that non-working retirees ar=s. It

aiiressed riznt ncw, 2and it woculd remove the

B9

have as many rayroll tax increases in ths future
cprcbably buildino inte the systenm.

if we 4id this, it is the richt thinz to 20, and
hoccked and plsasantly surprised, I think, at the
sponss of the 2merican pscple. If the Congress

déress the lonc-term protlem and solve it, and

shert-t2ra rroblem and solve

ome imacinative propcczls to allow veorle to
, oWwning, and inves+ing in their own retirsament
thing we Would re atls to dc is the subiect 1T
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1 menticned earlier. Czpitzlism will nct werk withcut capital
2 marxets. We aeesd long-t2rn capital markets. This Wwould

3 restore lcng-tera carital markets. If this passed thi

n

[ Y

4 Committes tonithnt, ycu would see = raliy on the hond rarke+

u

5 tomecrrcw. Just that k¥kind -- z 1ittle faint hope wouls helgp.
6 And that woulid help us get peorle back to wWorX in *he

7 cocuntry, and I think it would be well.

8 I have szid plenty, Yr. Chairman. I would just like to

9 have a vct2 on my amendment.

10 Senator Packwcod: Any further discussicn?

11 Senator RBorang Wouli you bhe willing to divide it and

12 vote on the two-year freeze as one and the CPT andé wage index
13 23S 3 segarate vota?

14 Senator Symms: The first amendment will t= just on the

15 two-year COLA, 2ni th= s2cond amendment will be the payment.
16 When the payment diii start, it would be ﬁhe wace index or

17 price index.

18 Senator Paczkwood: The first vote will be on a two-vear

19 CCLA freezs=s.

20 Th=2 clerk %ill call the roll.
21 The Cla2r¥: 2Packwoc?td.

22 Senator Zcrens: VYo.

23 Ths Clzrks: FEFoth.

24 Sznator PFoths Yo,

25 The Clerk: Dz3nfor+h.
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[0 resronse.]

Th2 Cl=2rks Ch

Senater Feinz: Yoo

The Clark: Wallcr.

[No resrcnse.])

Th=z Cl=rk: Durenberger.

1921
m
& ]
o))
t

The C1
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Y

[Yo responcse.]

rks Arnm

or Durenhercer: {C.

)

tronze.

The Clerka Svems.

(2]
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a
4
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Senator ¥ovnin

ve

vnihan.

z2ns No.

The Clerk: faucus.

ones. |

[No res
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The Clerk: GEcoren.
Senztco Zorsns Ne.
The Clsrk: Fr=zdlev.
U2 rsstonse.
The Clsrks Yitchell.
Senator Yiichall: YNo.
The Cl2rk: Pryor.
Voice: Y¥o.
The Cl=rkx: Yr. Chairmzn.
The Chzizman: Vo
On this vote, there araz elevern navs and +*twe yeas.
Serator Syams: VYr. Chairman, 3ust to make it clear, what

we are voting on nsxt, in deferznce +o mv colleague, we

divided the gzuestion, and since the first amerdment was vcted
icwn, I would liks to vi=ld to Senatcr 20ren to cick the 3ate
of when his zmendment starts, tecause *the way I had my

amendment Written, the date started in Dacember of 1985, You

may wish to

Senator 2oran: I would think that would ‘re arrrorriate,

to start oan this

Senator Symms: December, 19537

Senator Zorens 1¢83.

Senztor Symmse “e are voting Ior the wage index or price
index, whizhever is lower.

fen2t2r Foran: Whichever is lower.
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1 Senzatcr Symas: In DPecember, 1983, and *hat would cut it
2 1n lin2> with ths Ccmmission's recommendation.

3 Senator Etcrens [Fods zffirmatively.]

4 Tha Chzirmant Let me chezk, i€ I =an. Azzin, I have no
§ personcl probl=m with the amendment, but I znm a nemrer of the
6 Commission. I worked cut z coapromis=, and T +hink this

7 would re, as far as I am concerned, in violaticn c< the

8 comrrcmise. Is that right, ¥r. Myers, or Zarolire?

9 ¥r. Myers: That is correct, ¥r. Chairman. The consensus

3in it for January, 1¢f¢c, checks,

o
{Y]

10 agreenent saiidl w2 w@would
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11 and also thers was the €
12 the fund was, and it also had a payback.

13 The Chairm=an: And you havs also lookedi at Senator Long's
14 amendment, and that dces nct violate any?

15 Mr. Myares: No. In my cpinion, S2nator Lonc's sroposal
16 does not violate it any mcre than Yr. Bradley's d4id, the one

on to pave a failsafa 3avice, horrowing fron

g
[tV
2

17 that was vo

ec, Those are 2ll within the consensus, which

o]
[

18 general reve

20 what ¥ind.

et

21 The Chairman: Senator Armstrong?

' 19 merely saii thers shouli be 2 failsafe device withcut sayin

|

|

| 22 Senatcr Armstrongs  Mr. Cheairman, I just wantas to ask
23 Senator Zoren if his sreniment is conditioned on trust fund

24 balancss. In oth=r words, does this trigser cr z2nd o

25

ALDERSON REPORTING COMPANY, INC.

<00 VIRGINIA AVE.. 3.\W.. WASHINGTON. D.C. 20024 (202) 554-2345




10

11

12

13

14

15

16

17

18

19

20

21

22

23

[
[&)]

this is still Senatcr Symms' amendment. Xot that I would nct
want to claim it, hecause T think it is 2 very gosd
amendrent. It would simply sz2y that that wculd te *he way --
That is %*he formula vou wouléd use in all circumstznces.

I vot23i €o- 3 similar prevision on the flocr of the
Senzte. I was toid I would receive a lot of criticism for

thrze
of the three
On reflaction, I

have not met up
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Senator Armst-on
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put in s

the wage index,

o]

received a massive avaliancha of

letters,

3id not hear
%ith him yet.

nearly every

t

in

stronag

rh

rermanent chzance

L. Cheirman, 7T

three lettars, T

ind received twc hack frem two

saying they agreed with nme.

from +the third aTrson. I

m

But I have polled senier
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grour feels

s

better positior than their

hildren whe are workina and paying into

Je the CPI, if

W

re by

protzcted
he wage index, that is enouch.
wve want to

wace index.

MYy 2Whn 2eetings with senior
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if it Wwers perceived as 3 measure during times when the trust
fund balanzces were Lslow 3 safe level cf 20 tercent or 2t
percent., 3ut if it is in perpetuiiv, what woulsd nappen is
this.

Over time, if the nornal cattsrn of wages outcstripping
Prices was in existence, “hey would get the lesser of +he

two, and if ysar afier year you get the lesser of *he two

I sens=2 this may not pass inyway, 30 my vote zrobahbhly
would not be decisive, but I coul?d not vote for it unliess it

were condition=4 on the trust fund halz=nce in SCcme way, ¢or in

Some way was alileviated over a lonc ceriod of tine.
Ctherwise, I 2m afraid beneficiaries w#ould Sseriously cuffer.

is

jo o
m
™

Senator Ysinz: If the Senator would yield,

entirely corrsct, and it is aven more serious than that,

beczuse those wzculd he most affactad would te the oldast
peorle. It would te vcur 85-year-cid widows whe would be

trving to get along with a gozd deal less in the way cof

purchasinc power than somecne who is §5 or 68, and the result

ct
=y

would te, 3t 3 time when ielr expenses will b%e hig t, they

oo }

e

4]

4ill have the l2ast purchasip power., So, I think it is a

-
1w
u}

Wl
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The Chairmans Are you reacdy to vcte, Steven?

Senator Syrnms: *r. Chairman, the only thing is, 1if it
@var coma2sg cut 2s the Zerator from Pennsylvania is taiXxing
about, T thinxk that nmeans we will he in an earseclute
derzessicn, =and if that is the cace, we are going *¢ have
more problams with the Social Securitvy trust fund t=an ve can
dream of right now, because what T anm trying to dec is sddress

the probisa in 2 two-fold manner.

Yumber One is, and the Senator knows this better +t+han T,
the preblen thzt faces America +tcday is, we hzve destroyed
the lconc-tarm capital markets. That is what is drzzzing this
rFecovery. £2And if we would do this, we could cecme hack and

adiress it in tw7o or three vears, but you will send a signal

out c¥ herz th=+ will be like a bullat+ 70ing to the target at
the National Rifle Aissocizticn marksmanship contest that will

be positiva %5 th2 narksts, an? get p2ople back to werk, and
then, vou Xnow, maybe we could tie this to *+he *rust ‘und.
Ani than, if the frust furi is in goo0d balance, vcu could
let thenm nave the higher instead of tha lower. BRut T am
seying, if We 20 some of these things right rigcht now, make a
hard politicel vots or two if necessary, but I €ing Senator

L2sponse h3as Deen equal with mine. I have xeen

about this 3ll mYy sStata

cvar

get is rraise from senior citizens. They sav thz+t g what I
ouch*t o ds.
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Yet wh2n I coz=2 Z2own zo Washinzton, this seven sq
miles ig not in tune with the rzality of the r=st of
"nited States. Peorls Xncw what is wrong wizh this.
trylng tc tax young workers whe cznnct afford i+, 3ad
scr=2nding monev at the tune cf $15,000 to $18,0CC &z =i
faster than it is cecming ip, z2nd peorplse say, whyv do0 v
that keegp gzo0ing?

If you are rcizht, Ssnator Heinz, w2 can fix i+ in
Years.

Senatocr Eorens Let me ask Senator Symms thic cue
in licht of what Senztor Armstrong said, and the cthe

guestions that

22 percent pavback

this kicking iz on
kizking in after t
we made it 25 rverc:
percent, and made

waitinge.

That might be

aedifyv i,

reserve, the cayba
Pecemkber of 1582,
Senator Syvrac:

b
.
L 23

have »a2en

we cculi

ry

raised. Llet us sucpoese

T am =2

n
ot

(o]
e
[}
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cr
g
(1]

}
o]
|
-

r

W& use the

ly 2t 20 fercent, tecause in a sense it is

her2 is alrsady 2 problem. let us suppcse

2nt as 2 threshecld, with a payback at 32

it stert in December of 1683 instead of

a2 fzir way, Senator Symms. JTf we could
=2t +the threshold a2t 25 rercent on the

ck at 32 rercent, and start i+t in 1983,
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The Cl=rk: Danforth.
The Chzircman: Vo.
The ClsrX: Chafes.
Serator Chzies: Vo.

Senat>r Heinz: No.
The Clark: Wzlliop.
The Chairmzn: Noo

The Cl=2rk; Purenterger.
Serator Durenkerger: No.

The Cloark: Armstrong.

Senator Armstrenas Ava.
The Clerk: Symms.
Senaztor Svamss AYe.

The ClorXk: frasslev.
Senator fGrzsslevs Aye.

The Clerk: “ztsunaga.
[No r=2=zgonsz.]
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1 The Cl=2rk: Yovnihzan.
2 Senator Yoynihan: VYNe.
3 The Clz2rk: Sauvcuse.
4 [Yo resgonse.]
5 Tha Cl=zrks: Roren.
6 Tenator Borenq Ave.
7 The Clark: PBradley.
8 [No resconze.]
9 The Clarks M¥itchs=11l.
10 Sernator Yitchell: Aye.
11 Tha Cl=zrke Fryor.
12 Senatcr Prvecr: o.
13 The Clsrks M¥Mr. Chairman.
14 The Chairman: 3Xc.
15 On this vot=2, the nays ar= nins, the vzas ars five. The
16 anmnendment is not agreed to.
17 Senatsc CGrasslasv: ¥r. Chairnman.
18 Senator Lonc: #r. Chairman.
19 The Chairman: 7T r=zcognizs ¥r. leng, anrd +then ¥r.
% 20 Grasslevy.
21 Senator Grasslsy: L2t me ask the staff to evolain this.

22 It has tc do with z person who has wcrked for a lene time
23 unier Sociil S2curity and has mcre than the mininmum amount of

24 coOverage under this dcubple dipping provision.

[N
ct
o]

25 Y. Sterne The cresent law formula is skewed vay a
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higher level of replzacement rate for perscns with 1ow average

g2arninoss *hzn those with high. The way it does that is, the
first 3285 of a2verace monthly earnings, the reclacement is 30
percent. 2nd <hen it is 32 rpercent for a l=zrge rence =bove

This nas the effect that if a person haa lower *“han

averag2 earnings bascausz they vwork2d 2 substartizl anount of

3g not

&

time in government emplcyment, let us say, thz+
covered, they get the advantage of this skewinc. The House
bPill ané S-1 have 2 provision *hat would tzke zway the

=1

[N
.
Q

advantage of the skewing by saying, instead cf gettir
Dercent, vou Jet 2 lower percantage “han that for the firest
part of your earnings.

This is designed *o get at the case of z rerscn who has a
short pericd of time 5f earnings under Social Securitvy and a
long pericd of time in some'other retirsment system, z2rd sc

thay get 1 jovernment cencsion. Hewever, vou can have the

Sc, this acdificztion heing suaggested wculd say that if
70U have worksd for at least 30 years under covered

emoloyment, you will nct he affected by this windfall

reductiocn preovisiocn 3zt all, and if you have worked for 290

(]

(9]

3
<

scmewhzt, 2and 2¢, a2nd so cne.
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generszl, This #ill affect quite a smzll numher of ve

and the cost is necgligibls, but it wil: crctect trhe ¢

41}
n
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person who has re2lly spent most of his workino lifetipe

under covered sTployment.

mw

The Chairmans As I underst
by ¥r. Yvers, Caroline, anZ? others, ard we &c net see
problem with the amendment.

Me, Weaver: That is corrzct.

1y

Yr. My=rse¢ I think it is an excellent refinesent

is in the markup here.

né, this has beer gone over

2Ny

2f what

The Chairman: Coes anycne else have comments?

[No response.]

The Chairman: dithout objecticn, it will he agreed tc.

Senztor Lonc: May I ocffer this amendmant, which T think
will »e somevwhzt significant? I do not Selieve it Srezks

Youar zadarsem=2nt at 2311.

I woulZ ask “r. Eyers, is it not cocrract that this does
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I think it helps solve

a oroblem which wzs 1=z2ft unsolved, and I hope this will be

Hers is +the proposal. In order tc assure tha
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neflit checks, the bill hefore +!

¢ shortfiall wculd never make it nece<ssary
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Committee shoul? be modifiad to add 3 true ccntingency plan.

Such 2 plen wculd never ccme into play if the current

Fowaver, if¥ =2concomic conditions di

=
n
o}
Lo}
l(j
0
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o]
rt
O
(o]
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expectatiocns, the plan would allow the 42par+ment to carry

out its resgponsibilities in a wvay which éces not threseten the

centinuzsd gaym=nt of ba2nsfit+t -hecks.

Under the proposal that the Secretary finds thazt the fund
Ceserves 2re teginning %o decline, he would be reguired to
scal2 Dack the next ‘benefit increase. Ye would pey as much

increase as cculd be rpaid withcut causing the reserve tc
12-iin2. In scaling back benefit increases under this
proposal, *the Secretary would first reduce Lbenefits <or
pecple gettirg more than F250 per month.

Refcre implementing this rrovision, the Secretary wculgd

be required to notify the Ccncress by Julvy 1 cf the benefit

(9N
'J-
th
<
[«
n

increass which woulid have tgo Le reducede. He weculd noti

rh

on July 1 that it would be necessary ©o reduce a2 tenefit
incr=sase. This will 211ow Conaress six mcnths to act on
legisiztion tc provide necessary additional funds to5 ray the

full increase, or tzke whatever action Corgress deternmines

the

mn
t
T
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The alternative of that situatior would b
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¥ have o delay -- is existing
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‘necessary,

2us
sut thea zhecks. As *etyeern

se2rg to e it would be bstter that he woulsd simeply

Senator Chzfoe: That is *the CCLA ycu 2re tazllinz zrout.
Whan vou sayv scals back the increzsz, vou mean the COLZ?
Senator Loncgc: The cos*t of living increase. “opefully,

£
oo |
m
-
o
1
o
D

accerding to 31l of the estimates, this woul

but if it shouli become necessary,

permit him to continue to send out the checks orn *ime rather

thzn going inte a situation whare we would face what we have
now, the prrospect of having to delay mailing out thes checks.

The Chairman: I wantz? to ask ¥r. Yvers.

Senator Lonag: I wish vou woulcd.

The Chairmans T hzve asked Mr. Myers =o the record would
be clear. I have an obligaticn tc fulfill tre Ccmmission's
reccmmendations, dut I do not kelisve this wculd vioclzte even
the spirit. This was an area we could not agree on. We left
it cren and zaid, if scmeone -an zome up with a fail=safe that

has suppcrt, it is satisfzctory. Is that ccrrect?

Mr. dysrs: That is correc:t, ¥r. "hairman. I thirk this
is clearlv within the ccnsensus agreement that saicé there
should be 3 failsafe device of somes s5rt or arother that will
work, znd this device will certainly work. I think there are
a few technical *hinags about it. rcr one thing, it saves if
the trvst fund ratio decrzzses, it weuld 70 intoc effect. I
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think if you had 3 trust fund ratio as hich ag --

Senator Msoyaihan: Ons hunirsd anid £ifty cercent.

¥Yr. Mvers: Yes.
Senz*or MYovmihzn: And you were going dcwn 140,

Senator lon3: As far as I am conczrnsd, the ctafs can
£fill in th2 d=2t2ils of it, or however the “omrittoe wants to
do 1it, but basically amy thought is, when i+ goes cown to a
certzin point, at whatever point you want *o fix i*, when it
Jets down to a certzin point, rather +than le2lay sending out
the check, you simply notify Congress that you will not be
able to send ouﬁ the full cost of living inzraase.

Senator Yovnihan: ¥av I sreak to this, #r. Chairman?

The Ch2irman: [Nods affirmativaly.]

Yenator Yoynihan: In terms of the ccnsensus, I think T
would have to record my understanding that there would have
besn at least five aembters of the Comricssion who wculd not
have b2zn for this, arni I cannot he for i-.

I 2¢c not disagree that tha maierity rrobhably weculd have

|
been for it, but I Zc¢ think, if I can say to my good friend
from Louisianz, what he means here is, if thev are beginnincg

|

3
)

ossitle to

4

to decline below the pcint where it weulé not he

me=2t chligatiorn

n
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The Chairmzns: Right.

R4

Cenator Yovnihzan: End
drop from 30 percent to 79
difference tc anyodne.

Senator long: That i

/4]

The Chz2irmans That is
Bob?
¥r. M¥ysrs: Yes.

Senator ¥ovnihan:

fear it mizht b2, then I woulsi like to ke very srtecific.

¥hat is the percenta

be appropriate for this, the baginning to decline, ang

therefore a0t abls to pay?

Ir. VMyersg
moment, whan the furd
need a little

Senator

If this is coing to be en

ge poiat, “r. “yers,

is just about to go cut,

that is down aroun?

percent will nst make =anvy

31l right with ma.

how you interpret it, is it

o]
9]
ct
[41]
L
-

that vou +hink

Tafety. I would say 3 Z0 percent ratio.

stabilizer, s2 if i+ has to be done, let it ke dcone in

consistant ratiose.
Senator Lonz:

The Chiiraan: Ar= th

w
!

All right.

2 cther technical changes?

nct certain hcw the members feel about this.

i

()
M

Senztor Heinz: ¥r.

The Chairmans I think

'1

irzan

ALCERSON REPORTING COMPANY, INC.
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r I would like tc ask a

17 percent.

B
not,
as I
weuld 1

I

I think it shculd not be done at the last

because yYou

foynihan: Well, 20 percent is the ratio of our

anm

Ar
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there other technical areas?
¥r. Mysrs: Just one other one. T presume that when

Senatcr Long talks abcut a benefit of £25C a month, that you

r

he B's arove that. You zare

(@]
[/
=

N

3r2 only a>ing to reduce

enefit, and not lcoking at

ty

referring to the primary
individual benzfiziaries who mizht be jetting only fractional
benefits.

Senator longs That is right.

The Chairman: That is right.

Caroline, 3id you have something else?_

¥s. Yeaver: Ho, I think these zre things we c2n work out
with th2 mincrity staff.

The Chairmans I think Senator Heinz has some questions,
too.

Senator Heinz: If vou set this at 20 rercen*t, the trust
fund, how, under our assumcticons, economic assumptions, at
what point will the trust funi reserves bte under 20 percent
between now arnd the year 19¢0? What Yyears will we be under
20 perceznt?

#r. !yers: Senator Heinz, there are two parts to this.
The first is, if the trust fund ratios decrease, vou might
have them under 20 percent, as is shown in the estimates.

They are under 20 cercent for = number of Yyears, but they are

Take it cne at a time. Eetweeh now and
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the year HQQO, whi® years will we h»2 under 20 percent?
iire ¥yerss Throuch about, I believe, 1967 or 198€.
Senator Heiaz: So in 1984, 1985, 1928%, 1687, and 19687
Hyers: Well, mayvhe.
Senator Ee2inz:s Mzybe. So there 2re five years where we

ars likely to be under 20 percent, andi if for

n

Ome reason we
do not know, things should, instead of getting better, there
should be one little dip, there would be a change in benefit
Chacks which we would have to explain.

¥r. Myers: dell, the COLAR's just would not be as large.

Senator Heinz: That is richt, ané peogle woull write to
311 of the members of this Committee and ask thenm why, and we
would have to remember thét it was Senator Loag's amendrment,
and I am not sure any of us have that long a memory. It is a
Jjoke.

{General laughter.]

'Senator Hdeinz; Mr. Chairman, T am afraid I cannot
support this amendment. I understand the effect and the
intent, but I find it will be difficult to exrlain to
people.

The Chairman: I think the concern is, Yr. Yyers, that it
Jvould be effectiva right now.

Senator long: iake it effective January, 198?. That 1is
the date I was thinking cf.

-~

¥r. yers: For the CILA's, it woutld re cayatle in 1985,

|
|
|
ALDERSON REPORTING COMPANY., INC,
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Senator Pacixweocod: "o vou want to Wwithdraw it for +he

nonent?

Sernator Yeinz: I withdrzw it.

Senator Fackwood: Ars th=2re any o2thzr further social
security amendments?

N> responsza.]

Senater Pzckwood: We #@w1ll wait pending the Chair to sce

Wwha2re hs is on unzmplovrent.

n
O
ko]
)
1Y
m
Y
a0
e}
(9]
3
H
Q
e
oo |
[ ]

The Chairmzn: The un=mplovment D

Have wWe t2&ken cz-=z of thig?
Senztor Pzckwoced: Yasa.
Senatsr Ycynihan: ¥r. Chairman, cculd I +zke this

cccasion to address the zdmirztion and awe that Yr. Myers has

¥Yr. #%vers: Thank you, Senator.

Trhe Chz2irman: I want to mzke *hat =are poirt, as well as
311 cf ths oth=sr 3:a3ff sembers.

Co aot leavs y=st, EcL. Scmecne mzy think of somethina

Z2ut I do0 think, unlecss there is

(]
ct
b
(V]
rt
e
=
[0}
-

between now and
some obZacticn, w:z will give the s*aff authority in the

security zrez tc maxe technical

1Y

¢
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(@)
-
N
oY)
8
m
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m
(0]
L
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J
4
i
O
O
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n
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Q

changes ani any o<her changes tha* *hev mzy deem, z2nd bein
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you sztisfisd thers are no cther arceacs tc be
the =oclzl security side?

: {¥ods negcatively,]
rTans ¥r., Yyers, Fr. 5Gose?

nse. )

nahns I know we zre z0ing to work on +he <S7

fazt vyeou can think 9f some hette lanacgzce
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The Chairman: Nce. It could %2 offer=zi as an aneninent,
tut it will not be in this package, no.

Senztor Erzdilsy?

Senztor Erzdiasv: I wendersd 1f ycou were onrorosing to
amand It 23 a Z“ommittzs arendment frem the flosr?

Tha Chairmans That is =z possibiiity, if we -zn fingd

sonething to 33r22 on 2ni zan z2t 11 mambers to agree to

'0
1
o
7(’
0
(n
mn
...l
ot
f
0
@]
O
3
3
-4
o
o+
M
M
#
D
E]
Ly
Mm
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n
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Cindy, we 211 havs thasa exolanatcry sheetc. T think vou
have had =n opportunity tc visit with staff, nearliy all the

o }
o
(o]
th
b
~
ry
=
(-’~
(=]
“+
o
’-‘.
3
P

Senators. And we Zc¢ not want to shut anvo
Wwe have a f3ir =zgresm2nt on the rroposal. ¥Yaybe Wwe can run
throuoh 1t guickly and resvcn? to guesticns.

oga2l is on vour

S
n
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o
=
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¥
1Y}
oo
jui}
¢t
Q)
8]
~
ot
or
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ry
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Lo

extended the 1ifs of the federsl supplemental compensation

grogcram Icr six more pmenths. It is scheduled *to exrire at

th=2 eni of ¥arch. It will go *c Sertamber. 4He have revamgped
th2 tiers f3r stats eligizilitv, There ig rroviied
additicnal weeks for people who exhaust *+hsir renefits before
thz end o0f ¥Y¥zrche.

e have also prcvicde? thacecut benefits for reocle who
are Tecelving Y57 tenz=fits at *the =2nd of Septemter, but have
10t comrrleted *their =sr+itlsment. tnder t*is rrcoos=z=1 they
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16 sheets zvailarls?
| - Lo = . Vo=
.7 Yz, Olson: Y23, Tt is =2 four-paz=z packsze ¢f sher+
18 Parer stagpled.
1 - m = I —— » = 3
| e} “re Chairmen: TFol, i1s th2t yours 5r Tindvy’'s? <Could ¥ou
| 20 ev¥gplain thit?
21 Yr. De Armsnc: Cindy will explain it.
M~ DR e R N - s - s
i 20 £. <1s0omn: e z2llowed Zor z leonger deferral reriod for
28 iaterest Zue HY th2 states on their lozns. When interest
24 Deccmes sIfzciive, 17 the state tzkes zc-ion tsward closing
& - - ~ - < - - - = AT DS a - -~ - <
25 thsz =8l -nF LLITErsnc2 Letween their tenefit costs and
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their tzx costz thev can raceive 3 defarral of interes* over

|

|

\

\
interest Zdue this fisczl vesr. hen if they denoncirate they
male state law chingas bringing their croarzm tc =2lvsency, we
will proviie them with that ceferrzi.

Th2 Chairman: I think “ichigan had a Srecial grokxliem
that Senatcr 3zucus and I have discussed with you.

Senatcor Zzucus: That is right, ¥%-. Chairman. Yichigan
people I understand, because cf the even more ctrincent sters
they nave tak=sn, 2rz not =2ligible. And as I understand it,
the stzff has wor«ed out some arransement with the Michigan
folXs to *zke carz of that situation.

Yr. D= Arnent: That is correct, Sanator Paucus. In the
Case where a stats has taken action like *the State of
Micrizzn has znd can meet = standardi of S0-30-3%C that sor:t of
follows ir this material -- that is, *thev have reduced their
benefits or incraissd thair taves Ly ©0 rercen*, %0 percent
ocr ¢0 percsnt -- thay wouli Le entitied to becically =2 one
rercent discount on the inter=st +tha+ they would 2ezy, so they
would r2y one percent lass than the otherwise spplicable

'y
=

Xichigan, *henr? >C leng zg they =eet the criterisz vou
menticned, thay would be z2ntitlzd “o0 a cne rercant 4iscount,

ALDERSON REPORTING COMPANY. INC.
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3
is th=t cocrrect?
¥r. De Arments ihzt iz correct.
S=2nator Bzucuse Thank voue.
Sernztor Chzfez: 'r. C*zirnman.
Serzior Heincs “r. CZhairman.

The Zhzirmzn: Sena*tor Chaiee, then Senator =szinz.
Senator Chafes: UYnder © here, the additicpnal v<C
benefiis, if you tzke thsz i*em 1, 2 sta*te, © waseXe in 2 =t
with an abcve & rercert, dces *hat mezn =1 unempolcocved pers
could -hus be € weeks in the state, 12 weeke with evionca
if he had 14 weeks in 2 state thet's z:ocve & cerc=n*, it*ten

and trhen an additional 8 weeks?

¥s. Clzon: ES2natsr, the only ct=2o0pl2 who 2+ the
adiition2l 2 weeks under F are those who exhaust their FSC
benefits bh=afor= 2pril 1st.

Szrnator Chafes=: Sut some peorle have,

“c. Clzons vnd they will -eceive a larzer chunk of
benefitsg. Thcse zecrlie Wwill hAave recesive?d tossizcly up to

ves¥=s unisz *ths current TSC prosrarm.
Sr. De Arment: Tou cculd get ur *to 62.
Senator Chafoz: You ccull hava uc to €3 yeeks?
Y=, Clsonq That i1 correct, in *the higzh unemclcyment
stzts.
Sernator Chafez; “2 hzve never dcne that refcre.
Seaziosr Movnitzn: Thoge zre pratty sericusly unemplcv
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pecrle,.
Are T2 irzent: “e hava zon2 up to %5, Senater Chafe=s.
Trhe Chzirzane Wha* was the Suggestion?
Sena<cr Chzfe=: It waz not a susgges+icn. I wag Fust
asking.
2ut I do “ave = suzgestion in connecticn with statas

giving unenplovment berefits to emrloyees of =ducatiorzl

i
schocol term and hazve worksé in *he oricr term and have =a

those whoc are sduczzors ir an educztionai institution, dec you

not? |
“s. Olzon: VYos.

\

Senator Thzafes; ~hat we are doing is, we require those

|

Stztes to deny ths zenefits to those who are Working during a

Ceascnalle assurance 5f workiac in th2 naxs acaderic terms,
the teachers, I think we ought tc eytend +that to the other
employe=s perfcrming services in zonn2-tion with an
educaticnzl institutisn.

S0 We =2re taliking schocl bus drivers, for examrle, who
a2 workinz for 2 school vzar ird hivs assurznces 0of being
reemrlcyed *the next vear, andéd that is “what the fob is. Then
they 25 Z2own and -cllz-z unemzloyment compensaticn in *he

sumner, which *hs school system has o 2y for them, when

. . _
that wzg naver *hs 2esign oI the rrogranm.
Thz Chairzzns 1z thsrz anv okdacrtion to shat?

ALDERSON REPORTING COMPANY. INC,

-0C LIRGINIA AVE, SW. WASHINGTCN, D.C. 20024 (202) 554-2345




10

11

15

16

17

(9]

o)
O
O

o)
ct

[¥c

+-3
r
1]

trn

h

we can

r

19
n

ul

3

™
®

'h
[®)
@

{¥]

1]
in
't4

[}

a]

mn

(4]

.
»

t

1]

ot

in
[}

o

i<

[}
.

n
0]
el

‘N
"
g ]

p-a

a

ct

‘A

-
=

D

]

Q

-
!

ot

{1}

ot

)]

0

-

ty o1}

ﬂ_’ ] t @] rt
) o [~ (9} =y W
-~ fa N Y ) Ui

i
o
(1)

t

]
v
I

fu
ot
O
]

ator

s
("

r ot )
=] o] aad
& ) b=
[ |99 by

w
]
ko

f
o+
C

8]

o]
ot
O
]

)
(83
)

]

L
(V]

n
|-

ey

(WS

1"y

(&)

A

N7
"y
3
om

@)

8]

a

b

a}

t
(6]

&)
i

[}

i1

ti)
O
g
B}
o]
.

)
.

9
N

=y
i

)

ot

'i.

D

[#9]

0

i

Q

ot

%)

2,

,
e

ity

2

rt

9]

[&]

ot

i

ct

[oa—

in

: L Wag woenderinz, 1f *that was *the
culil Te wcrked out In vocur laznsuzce
“2 ars2 2cwh tc ten menters. ~e ha

he must leave in atcut five pinutscs
f any amendaents 3during that tiTe,
rill out.

)
[¢]
ct
y)
.

[ T
<3
0
cr
m

Poes tris have 3 nprovisicn
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foren, iz for a stat*te

> 7zfer the intersst that is due over sz
Over a fcur-vear period?
That 1s correct.
vt there iz nc fergivenecss.
io fcrzilverness in +this?
Tharz is nc Fcraiveness. ird 2ag we
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Seans<~r Eoren: I was curiocus if there was forzivenecss.,
I have no croklsm with that, ¥Yr, Chairmen.

S2nzteor Heinzs There is no interest cn interagt,
thsre, in it, “r., Chairmzn?

*r. Le Arzenc: Yes. To tha a2xtert that =z stztzs 3
its loan there would Lbe comrounded interest.

Senztcr Heinz: There woull te interest op intares
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¥r. De Armont: That is correct.

Thz CThiirmanz de trisd *o work tkat ous.

Senator Zradlev: ¥ind c¢f 1iXe the tanks 35 wren th
iozn *o Zra2zil z2n3 ¥Yexicos and they repav the hzrnik. You

W
(1

+ = -~ < -~ =7 1 o~ B - -
states. ~1s Ci2aTly, *his is a lear rettar +han na neln

ALDERSON REPORTING COMPANY. INC.

400 VIRGIMIA ~VE. SV WASHINGTON. D.C. 20024 (202) 524-2345




(6]

12

13

14

15

19

20

21

22

23

25

(VY]
(51
e

all., Therz are some paris of it I %ill have crckblems with
it, buz I will certainly not =scpese it.

The Chairman: Te did make an effort. ¢ met with the
Lepresentztives cf the states and the Zcocverncre. e Xnow we
have not 3cne encuch. And as I szid, the Zouse finallv gave
g trying to do 2nvthinz, and T am not certzin ths
Acdministration surports what we have 4one. I am afraid to
&SK. Vo, I will g¢o =ahesacé andé ask anywav.

Senatcr Heinz: Yre Chairmen, let us mecve rigkt alonge.

¥r. Van =Trfen
ir. Manthco:
Thz Chairman:
the record tz he
Mr. ¥antheoc:

i roil ~-=211.
Serz*or Ecren

the bi11, Senazor

report Lthe Hil2

I think te s

(11

y the

that rigcht?

«2

Y3 Yes.

Is that 2 fair ctatament? I

Senatecr Dcle, we woul? grafer axistincg
Right. Thank vcu.
>zjection to =zdorting this peckagse?
i
If not, it will be acdopted. ind is =+
rercorting the +ill? Tertaps we should
: cfefore you have a roll czali cn
rrvyor asked me in votino his D2LOXY tO
> Ctate that, whilile he votes *c report
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te vets for or against it at =z later time. T wouli mz2ka -he
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to the Aclministration zs now drafted.
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direction znd I am eager to get on with it.
The ChaZzman: I acprzciat= that. Sc we will not *ake ug
that amendrent at this tims. You withdraw the amencment?
Serator Armsironcs gat I do asX mny frienis on “he other
sicde tz 122k =2+ i:x, it is not, so far zs I am aWwzrs, a bic

ani I 235 not wanht to mags i+ shz+, So if
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confora that with the definition we used fo FTIC: zurcoses,

becinaing Jznuary ist, 1625, e have talked tc +the Taber

n: Is that th2 wayv it shkouléd te don=a?

¥r. e Arrent: That is *he way it shculd re éono. I+

differ=nces.

The Chairrans Without otiection.

Are thsre znv oSther?

[¥o rezzonsge.]

The Chzirwszn: As I indiczt=2d, “h2 sams in +his. “e cive
the stafif working on this arez +*he zuthority *c nake
technical corrsctizsns. If ther=s ar> <one cther correc+ions
thzt azre determined that must be mads, ther coensult with the
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Senator Chzfeoe In
connection with school

sive us som2 lati
1st, ‘g4,
Thz Chairmans

the pill.

Senator Recths Ave.
Th2 Cl=rk: S=2n3tor

Senatocr UYeinz: lye
The Clork: Sznzt*or

.
e
iq
{0}
.

The Chairmane

The Cl=rk: Senator
Senaior Dursnhergasr
The Cl=rk: Senz*eor
Senator Arrstroongs

something like that, Fe

1 3s the Chairman ani ranking
that amencdnment I =sutmit+ed in

ampiovyss=s, we @mav hzve to civs

€ to put it in opera*ion, and

tudée, 1 was thinking over

will lecck intc it.

Thz ClerkX will z3l1l! the r2ll o5n repcrting
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Danforth.
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The Cl=2rke €=2natcr Symms.
Senatcr Armstronc: Yr. Syams instructzZ re *g cast

vVote no by proxy.

The Cl=2rks Sa2nztor Srzssley.
Senatcr Cracslieys Ave.
The Clerk: Senatosr Lonc.

Senator Yoyniha
with reservations.

Mr. Beatsen vot

nae Llye. Forgive ame, ¥r. Lcn: votss
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Packweod's?

Mr. Lizhthizer: Yes, sir.
The Chairmzans And T shoull hava stzted before the vot

that under this unemployment rackace no state will get les
than four weeks. I¥s that corract?

¥s. Clson: That is cocrrect, Sensgtor.

m

: Mr. Chairman, Ytefore the vote, on

'._l

Senator Brai

2

1<

behalf of the whole Tonmmittee may I +hank yo Serator

(@
-

Moynihan, Senator Armstrong, azand Senater Reinz for your

on the Commission. I think it was representative of the

jJuality thit is on this Committee.

The Chairman: ke than% ycu very much, Senatcr Bradley.

And I think it was a gr=at exp=ariance. It shows what

W

le]

haprens. The wvsots is 18 tc 1, with Sesnatcr Yatsunaaga not
recorcéed, and I assune he may vote in the affirmative.

We appreciazte the staff's effort and +thank the Committee
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members for staving

[Wher=upon, 2t 11:1% pem., the Committee was adjourned.]
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