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DEPARTME NTS OF  LABOR, HEALTH AND HUMA N 
SERV ICES, EDU CAT ION, AND RELA TED AGE NCIES 
APPROPRIA TIO NS F OR F ISCAL YEAR 1981

THURSDAY, APRIL 17, 1980

U.S. Senate,
Subcommittee of  the Committee on Appropriations,

Washington, D.C,
The  subcommitt ee met  at 2:35 p.m. in room  S-128, the Capitol,  Hon . 

Warren G. Magnuso n (cha irman) presiding.
Present: Senators Magnuson and  Burdick.

DEPARTME NT OF  HEALT H AN D HU MA N SERVICES 

STATEMENT OF PATRICIA ROBERTS HARRIS, SECRETARY 

ACCOMPANIED BY
FREDERICK ML BOHEN, ASSISTANT  SECRETARY FOR MANAGEMENT  

AND BUDGET
WILLIAM B. WELSH, ASSISTANT  SECRETARY FOR LEGISLATION  
ALAIR TOWNSEND, DEPUTY ASSISTANT  SECRETARY, BUDGET 

BUDGET REQUEST

Senator  Magnuson. The  subcomm ittee  will come to order .
This  afte rnoon we will hear from Secretary Patric ia Harris on the  

effec t of  the President ’s lates t budget revisions on the  Depar tment  of  
Hea lth and Huma n Services. The revised requests Secretary Harr is has  
presented to us are $57.4 billion for fiscal 1981, $2.7 billion in supple­
m en ta l for fiscal 1980 a nd  $243 million in 1980 rescission proposa ls.

You may pro cee d with a summ ary of  your state ment, Madam  Secre­
tary. We have  a copy of  yo ur full stat ement  which we will place in the  
record .

Secretary Harris. Thank  you, Mr. Chairman.
[The sta tem ent  follows:]
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Statement of Secretary P atricia R oberts H arris

I AM HERE TODAY TO DESCRIBE TO YOU CHANGES IN THE 
Fiscal Year 1980 and 1981 budget requests for the 
Department of Health and Human Services. This second 
APPEARANCE BEFORE YOU ON THIS BUDGET IS AN EXTRAORDINARY

EVENT IN RESPONSE TO EXTRAORDINARY CIRCUMSTANCES.

In my testimony before this Subcommittee last 
January on the budget for the Department of Health and 
Human Services, I noted President Carter's concern that 
INFLATION BE REDUCED. SlNCE THAT TIME, INFLATION HAS 

GROWN WORSE, AND THE PRESIDENT HAS DETERMINED THAT PRO­

VIDING A BALANCED BUDGET IS AN ESSENTIAL STEP IN CONTROLLING 

INFLATION. To ACHIEVE A BALANCED BUDGET, SPENDING 
REDUCTIONS ARE BEING MADE THROUGHOUT THE FEDERAL GOVERNMENT, 

and the Department of Health and Human Services is no 
exception.

This is not an easy task for any of us. But these
BUDGET REDUCTIONS HAVE FORCED US TO DETERMINE OUR HIGHEST

PRIORITIES AND NEEDS.

The general philosophy that underlay the analysis of
AREAS IN WHICH REDUCTIONS COULD BE MADE WAS THAT WE SHOULD

MAKE EVERY EFFORT TO PROTECT BASIC HEALTH AND INCOME

SECURITY BENEFITS; PRESERVE HIGH-PRIORITY PROGRAM EXPANSIONS; 

AND MAINTAIN A STRONG FEDERAL FUNDING ROLE FOR THOSE 

ACTIVITIES LEAST LIKELY TO BE CONDUCTED BY OTHER PARTS OF 

GOVERNMENT OR NON-GOVERNMENTAL SOURCES. .As A RESULT, THE 
MOST IMPORTANT OF OUR PRIORITIES ARE INTACT, AND THE 

Department's revised budget continues to emphasize benefits 
AND SERVICES FOR THE AGED, THE DISABLED, THE SICK, AND

THE POOR.
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o Full cost-of-living increases are included for
BENEFICIARIES OF SOCIAL SECURITY, SUPPLEMENTAL

SECURITY INCOME, AND BLACK LUNG PROGRAMS;

o Funding increases of $30 million for elderly 
NUTRITION PROGRAMS AND $85 MILLION FOR HEAD START ARE 

PROVIDED;

o Health services for the underserved receive an
INCREASE OF $65 MILLION;

o Funding increases of $119 million are proposed for
INITIATIVES IN THE MENTAL HEALTH AND ALCOHOLISM AREAS.

Additionally, we are requesting at this time a $2.2 billion
APPROPRIATION FOR LOW-INCOME ENERGY ASSISTANCE.

Thus our highest priorities of meeting the greatest 
NEEDS HAVE BEEN PROTECTED IN THIS REVISED BUDGET. HOWEVER, 

WE HAVE REDUCED OUR REQUESTS BELOW THOSE PRESENTED IN 

January. For FY 80, we are proposing reductions of $057 
MILLION; IN 1981, $1,009 MILLION.

The FY 1981 budget for the Department of Health and 
Human Services provides for budget authority of $226.2 
BILLION AND OUTLAYS OF $222.5 BILLION. THESE TOTALS ARE 

LARGER THAN THOSE INCLUDED IN THE PRESIDENT'S JANUARY BUDGET 

BECAUSE OF THE IMPACT OF HIGHER INFLATION ASSUMPTIONS AND

THE INCLUSION OF LOW-INCOME ENERGY ASSISTANCE.

Tables 1 and 2 summarize the revisions in the FY 1980 
AND 1981 BUDGETS BY AGENCY AND BY TYPE OF CHANGE FOR THE 
Department as a whole.



Lab .or -HEW Appropriations Bill

Table 3 indicates that, for programs considered by this 
Subcommittee, the President's revised 1981 budget requests 
APPR OP RIAT IONS  OF $57.0  B IL L IO N , COMPARED TO $50 .9 B IL L IO N  

in our January request. This increase is the net result of 
INCL UD ING FU LL APPROP RIA TIO NS REQUESTS FOR LOW-INCOME ENERGY

ASSIS TANC E AND REFUGEE PROGRAMS BASED ON LE GIS LA TI ON ENACTED 

SIN CE  MY APPEARANCE IN  JAN UARY, THE IMPACT OF IN FLA TI ON ON 

CERTAIN  ENTIT LEME NT  PROGRAMS, AND PA RTIALL Y OFFSETTIN G 

REDUCTIONS OF $771 M IL LIO N  WE ARE PROPOSING IN  OTHER ARE AS.

The new 1981 request represents an increase of $7 .2 
B IL L IO N  OVER THE RE VISE D REQUEST FOR 1980. We ARE REQUEST­

ING YOUR APPROVAL OF RE SC ISSION  PROPOSALS OF $2^3  M IL LIO N  

AND RE VIS ED  SUPPLEMENTALS OF $2,721  M IL LIO N  IN  1989.

I W IL L BRIE FLY SUMMARIZE THE BUDGET BY AGENCY,

BE GINN ING WIT H THE PU BL IC  HEALTH SE RVI CE.

Public Health Service
The Fiscal Year 1981 request for the Public Health 

Service (PHS) is $7 .0  billion for programs considered by 
this Subcommittee. This request is virtually the same as 
THE RE VIS ED  1980 REQUEST, AS IS  APPARENT FROM TABLE 0 .

Within this level, funding has been provided to accommodate 
INCREASES FOR THE HEALTH SE RVICES AD MIN IS TR AT IO N WITH IT S 

IMPORTANT MIS SI ON OF PR OV IDING SERVICE S TO THE POOR AND 

UNDERSERVED; FOR THE NA TION AL  IN STIT UTES OF HE AL TH , (NIH)
TO M AIN TAIN  FUNDING FOR 5,0 00  NEW AND COMPETING GRANTS; AND 

for the Alcohol, Drug Abuse, and Mental Health Administration 
TO PRO VIDE INNO VA TIVE  AND BETTER COORDINATED MENTAL HEALTH

AND ALC OHOLISM SE RV ICES .
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The most significant reductions in our request affect 
THE EXPANSION OF COMMUNITY HEALTH CENTERS, VARIOUS GRANTS 

PROVIDED ON A FORMULA BASIS TO STATES AND LOCALITIES,

PORTIONS OF NIH OTHER THAN NEW AND COMPETING GRANTS, AND 

INITIAL FUNDING FOR THE HOSPITAL CONVERSION AND DISCONTINUANCE

DEMONSTRATION PROGRAM,

He A LT H__CaR£_E1MAN c I NG ADMINISTRATION AND SOCIAL SECURITY

The budgets for the Health Care Financing Administration 
(HCFA) and the Social Security Administration (SSA) are 
driven for the most part by economic conditions and by 
CHANGES IN THE NUMBER OF ELIGIBLE PERSONS, In TABLES 5 AND 
6, THE IMPACT OF HIGHER INFLATION CAN BE SEEN IN THE INCREASED 

REQUIREMENTS FOR MEDICAID AND SUPPLEMENTAL SECURITY INCOME.

For the latter program, we are now forecasting cost-of-living 
INCREASES OF 1 0 .A AND 10.6  PERCENT IN 1980 AND 1981 

RESPECTIVELY, COMPARED TO 13.0  AND 9 .9  PERCENT IN THE 

January budget.

The SSA appropriations request now reflects the 
ENACTMENT OF THE REFUGEE ASSISTANCE ACT AND THE WINDFALL 

Profit Tax Act, which authorizes the low-income energy 
ASSISTANCE PROGRAM.

The reguest for refugee programs is $693 million, 
INCLUDING THE EXTENSION OF SPECIAL BENEFITS TO REFUGEES FOR 

THREE YEARS INSTEAD OF TWO AS PROPOSED BY THE ADMINISTRATION.

The request for low-income energy assistance is $2 ,2  

BILLION, AN INCREASE OF $600 MILLION ABOVE THE 1980  LEVEL 

AND A REDUCTION OF $200 MILLION BELOW THE AMOUNT INCLUDED IN 

the January budget (within the totals for the Executive 
Office of the President) for 1981.
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Office of Human Development Services
Our current request of nearly $0 .3  billion for the 

Office of Human Development Services is a reduction of $62 

M IL LIO N  BELOW THE JANUARY BUDGET.

This reduction falls in two major areas: $33 million 
IN  AGING SO CIAL  SE RV ICES , M AIN TAIN IN G THESE A C T IV IT IE S  AT 

TH EIR 1980 level; AND $29 M IL LIO N  for a number of small 
REDUCTIONS IN  RESEARCH AND EV AL UA TION,  T R A IN IN G , PROGRAM 

MANAGEMENT, AND SP EC IA L PRO JECTS.

We have preserved the increase of $85 million for Head 
Start and the inflation adjustment for aging nutrition

SE RV ICES .

Changes in 1980 Appropriat ion s, Eslimates

The revised appropriation request for FY 1980 is  $221 

million in budget authority below the January budget totals. 
This is a net amount including rescission changes of $195 

M IL LIO N  AND A REDUCTION OF $76 M IL LIO N  IN  PAY AND PROGRAM 

SUPPLEMENTAL REQUESTS.

1980 Rescissions
A PACKAGE OF RE SC ISS IONS  TO TA LL ING $293 M IL LIO N  IS  

INCLUDED FOR THE PUBLIC HEALTH SERVIC E, AS LIS TED IN  TABLE 8, 

The rescissions for health professions capitation grants 
AND STUDENT AS SIS TANC E LOANS TO TA LL ING $97.8  M IL LIO N  HAVE 

BEEN RESU BM ITT ED. FURTHERMORE, WE ARE PROPOSING $19 5.9  

M IL LIO N  IN  ADDIT IO NAL RES CIS SIO NS, INCL UD ING $52 .2 M IL LIO N  

in Health Resources, $91 .5 million for NIH, $39.9  million 
for Health Services and $12.3  for the Office of the 
Assistant Secretary for Health. These proposals are an



INT EGRAL PART OF OUR OVERALL BUDGET STR ATE GY, AND WE ASK 

YOUR FAVORABLE CONSIDE RATIO N OF THEM .

1980 Program Supplementals
SUPPLEM ENTALS BEFORE YOU AT TH IS  TIME TOTAL $2.7 B IL L IO N  

A NET REDUCTION OF $69  M IL LIO N  FROM THE JANUARY BUDGET.

The changes include withdrawal of the supplementals for 
ALCOHOL AND MENTAL HEALTH COMMUNITY PROGRAMS AND A REDUCTION 

OF $10 M IL LIO N  IN  THE REQUEST FOR THE NA TIONA L HEALTH 

Service Corps.

We have limited our supplemental requests to those of 
A C R IT IC A LLY  IMPORTANT NAT URE , INCL UD ING F IN AN C IA L D IS TRESS, 

REFUGEE AS SIST AN CE,  ASSIS TANCE PAYMENTS, AND GRANTS TO 

States for social services (Title XX) and child welfare.

*  *  *  *

This concludes my statement, and I will be pleased
TO ANSWER YOUR QU ESTIO NS .
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REVISED BUDG ET OVERVIEW

Sena tor Magnuson. N ow are those figures correct?
Secretary Harris. Yes.
Senator Magnuson. The revised requests are for $57.4 bi llion in 1981 

and  $2.7 billion in fiscal 1980 supplementa ls, and  $243 million in 1980 
rescission proposals. Tha t will add  up to an addit ional  cost in the 1981 
budget of  $600 million. The 1980 rescissions are increased by $164 
million and requested  supplementals are down $75 million.

So anywhere we slice it, we’re over the 1981 original budget, aren’t 
we?

Secretary Harris. That’s correct. But there was no way to avoid th at  
I do have some comments on that in my statement , Mr. Chairm an.

Senator Magnuson. All right, go ahead  on your  statement.
Secretary Harris. Mr. Chairman and  mem bers  of  the commit tee, I 

am here today to describe to you changes in the fiscal year 1980-81 
budget request for the Dep artm ent  o f Heal th and  Hum an Services. This 
second appea rance  before you on this budget is an extraordinary event  
in response to extraordinary circumstances.

In my testimony before this subcommittee last Janua ry on the bud get  
for the Depar tment of  Health and Hum an Services, I noted Pres iden t 
Car ter’s concern that inflation  be reduced. Since that  time, inflation has 
grown worse and  the  Pres iden t has dete rmined that provid ing a bal ­
anced bud get  is an essential  step in controll ing inflation.

To achieve a balanced budget, spend ing reduc tions  are being made  
throug hou t the Federal Government  and the Dep artm ent  o f Health and  
Hum an Services is n o exception. This is n ot an easy task for any of  us, 
bu t these budget reductions have  forced us to dete rmine our  highest 
prior ities and needs. The genera l philosophy tha t underlay the analysis 
of  areas in which reductions could be made was that we should make 
every effo rt to protect basic heal th and income security benef its, pre ­
serve high priority program expansions and main tain  a strong Federal  
funding role for those activities least likely to be con duc ted by other 
par ts of  gove rnment or nongovernmental sources.

As a result, the most imp orta nt of  our priorit ies are intac t and the 
Depar tment ’s revised budget cont inues to emphasize bene fits and  serv­
ices for the  aged, the disabled, the  sick a nd the poor.

Full cost-of-living increases are inclu ded for benefic iaries of  social 
security supp leme ntal security income, and black lung programs. 

using the consumer price index

Senator  Magnuson. All right. Now right there , what percentages  are 
you basing the cost-of-living increases  on? Is it the Consumer Price 
Index?

Secretary  Harris. It is. the CPI . Our  estimate  for 1980, the  increases  
tha t will go into  effect the month  after next are 14 p erc en t

Senator  Magnuson. You use the CPI for social security, SSI, and  
black lung programs. There has been some dispu te over whether  the 
CPI is an  accurate  analysis but  you are taking it as it is?

Secretary Harris. We are taking it as it is. We are making  no rec-
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ommendations in  this budget tha t we change the manner o f com ­
putation o f the increases in  any o f those programs.

Senator M agnuson. It  is claimed  tha t the CPI is not  accurate; tha t it  
is too high.

Now  un til  we do something about chang ing it,  I don’t  kno w i f  we 
have any other choices other than to use i t as i t is.

Secretary H arris. I don ’t  think  that  we have any other choices and  I *• 
think, par ticu larly, we oug ht not  to make ad hoc decisions lim ite d to 
social security . We ought to look  at all these measurements.

Senator M agnuson. We ll, this is ma inly  regarding its use with  social 
security.

Secretary H arris. We ll, it  may not  measure something that we want 
measured. Bu t it  does measure wha t it  says it  measures. An d the ques­
tion  is whether we shou ld make ad hoc decisions about the app lica tion  
o f the CPI or  whe ther we shou ld examine it  in long-range social secu­
rity terms.

Senator M agnuson. We ll, a speci fic problem, and you oug ht to  be 
interested in  this, is the housing cost issue.

Secretary H arris. We ll, there is an issue tha t w ith  respect to the eld­
erly who either own  the ir own homes and have paid fo r them  or who 
are in  smaller quarters wi th perhaps sma ller costs, includes a measure­
ment o f in terest cost which is in the CPI and applies  to the elderly.

I am info rme d, fo r example, that  the CPI that  we use on ly assumes 
that abou t 6 percent  o f all  o f the people covered,  that  are being ana­
lyzed, have interest costs.

So there is with in the CPI today, according to the Secretary o f L abor 
when I discussed this  wi th him , an assumption tha t not  everybody has 
this cost. But , again, we shou ld loo k at the CPI in terms o f w hether it  is 
accurate in measur ing costs for all  o f the classes covered by the CP I; i f  
it  does not then make a judgm en t about the va lid ity  o f the CPI.

But I do not  thin k, as I have said twice this afternoon, that we shou ld 
make an ad hoc decision lim ite d to social securi ty beneficiaries .

Senator M agnuson. Well , there’ s not  much you can do about it  un ­
less we change i t

Secretary Harris. That’s rig ht  and we don’t  make tha t recommen­
dation at this  time.

Senator M agnuson. It  seems to me that  the CPI shou ld be based on 
fou r things: It  should cover  transportation costs; it  shou ld cover  food  
and housing costs; and the cost o f housing should be included .

Well , go ahead.

HEALTH SERVICES FOR THE UNDERSERVED

Secretary Harris. Fu nd ing  increases o f $30 m ill ion fo r elde rly nut ri ­
tion programs and $85 m ill ion fo r Head Start are provide d. Hea lth 
services for  the underserved receive an increase o f $65 mill ion.

Senator M agnuson. What do you mean by the “ underserved” ?
Secretary H arris. People who do no t have adequate fac ilities or  ade­

quate heal th care personnel. It  cou ld inc lude bo th rura l and urban 
areas. Funding  increases o f $119 m ill io n are proposed fo r init iat ives in 
the m ental  heal th and alcoholism areas.
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Additio nally, we are requ estin g at this time a $2.2 billion app rop ri­
ation  for low-income energy assistance. Thus,  ou r highest priori ties in 
meeting the greatest needs  have been prot ecte d in this revise d bu dg et  

LOW-INCOME ENERGY ASSISTANCE

Senator  Magnuson. Now regar ding low-income energy assistance, are 
you going to rely upo n the  Com munity Services Administra tion to pro­
vide that?

Secretary Harris. Tha t choice will be made  by the States. The  States 
will deter mine  whether they wish to ask the CSA crisis intervention 
progra m to assume the State responsib ility.

However,  it is the Secretary of Health and  Hum an Services who will 
approve State plans  when the Gov erno r determin es how he wishes

Sena tor Magnuson. States come  to you?
Secretary  Harris. Tha t is corre ct
Sena tor Magnuson. OK.
Secretary  Harris. We have redu ced  our bud get  requ est below tha t 

presente d in Janu ary. For fiscal year 1980,  we are  proposing  reduc tions  
of  $457 million , in 1981, $1.05 billion. The  fiscal year 1981  bud get  for 
the Dep artm ent  of  Health and  Hum an Services provides for budget 
autho rity of  $2 26.2  billion and outlays of  $222.5 billion.

These totals are larger than those inclu ded in the Pre side nt’s January  
budget becau se of  the impac t of  highe r infla tion  assum ptions an d the  
inclusion of  low-incom e energy assistance.

Senator  Magnuson. How muc h is in this req ues t for low-inc ome 
energy assistance?

Secretary Harris. $2.2 billion.
Sena tor Magnuson. How much have you expe nded  on this prog ram?
Secretary Harris. How much  have we exp end ed this year?
Sena tor Magnuson. Yes.
Secretary Harris. $1.6 billion.
Sena tor Magnuson. Wh at are you going to do with the rest of  the  

funds ?
Secretary Harris. T hat  is all we had.
Mr. Bohen. T hat  is the full app ropriat ion for the  cur ren t year, sir.
Sena tor Magnuson. Then this reque st is in addition . Can  you spend 

tha t?
Mr. Bohen. Yes, sir; and I thin k the  basis of  t hat increa se is becau se 

of  the steadily increasing cost of fuel tha t we antic ipate in 1981  based 
on the Gov ern ment’s project ions.

Secretary Harris. And we were very lucky this  year, Mr. Chairman . 
We had a very mild  winter, with the worst weather coming toward the 
end.

Senator  Magnuson. Well, the rising cost of  fuel—in oth er words this 
is the diffe rence between what the cost is to the  person and what we 
are going to subsidize, isn’t it?

Secretary Harris. The re are several things  for which we are paying.  
We are paying for those people who run out o f money. The re is the  
provision for crisis interv entio n. There is the possibi lity tha t a specific
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sum can be allocated by the States to be paid by us to SSI recipients. 
They may choose to------

Senator Magnuson. Wh at I’m saying is, if  recipie nts get a fuel bill 
and the fuel bill is too high  for them  to handle, we are subsidizin g the 
difference, aren’t we?

Secretary Harris. No t necessarily; it depends upon  wha t the plan  is. 
It may be tha t the States will decide only to use this for predetermine d 
persons who are poo r and pay them  a specific amount, just  as we did 
this year. We did not  pay the differe nce betw een their  bill and  what 
they could  afford.

Senator Magnuson. Well, supposing thei r fuel bill wasn’t too high 
and they could hand le it

Secretary Harris. They may be allowed to.
Senator Magnuson. You can’t give everybo dy low-incom e energy 

assistance; jus t to those those  that  can’t affor d it when their fuel bill is 
too high.

Secretary Harris. T his is a program which is no t an entit lement pro ­
gram, but essentially a program to interve ne to prev ent a crisis or to get 
peop le over particular  crises situations resulting  solely from the ir real 
inability to pay thei r fuel bills.

This is n ot an ent itlemen t for everyb ody who has a fuel problem .
Senato r Magnuson. Well, is the award limite d to $40 0?
Secretary Harris. We suggested, in last year’s prog ram, that  there be 

a maxim um amount, but  this year Gove rnors  may make tha t decision.
Senato r Magnuson. And it is sen t out throu gh social security?
Secretary Harris. Un der  the new program , it may be.
Senator Burdick. You see, the Gov erno r takes care o f it  He has an 

opti on to, you know.
Senato r Magnuson. OK.

REVISED budget tables

Secretary Harris. Now we have some table s attached  to the 
testimony tha t summarize the  revisions in the fiscal years 1980 and  1981 
budg ets by agency and  by type of  chang e for the Dep artm ent  as a 
whole.

Table  3 indicates tha t for program s cons idere d by the subcomm ittee, 
as you noted in your  openin g remarks , the Pres iden t’s revised 1981 
bud get  request appropr iatio ns of $57.4  billio n com pare d to $54.9  billion 
in ou r Janua ry req uest

This  increase is the net  result of including a full appro priations 
request for low-income energy assistance and  refugee programs  based  
on legislation  enacted since my appreara nce in January.

RE FU GE E ASSISTAN CE

Senator Magnuson. How much  is in ther e for the refugee s? Wou ld 
you break it down? The  request is $2. 4 billio n over the Presi dent’s 
budg et?

Mr. Bohen. $2.5 billion, actually.
Senato r Magnuson. Th at’s over the original bu dg et  Tha t’s $2.5 bil-
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lion. And you say tha t that  is the resu lt of including a request for full 
appropr iatio n for low-income energy assistance and refugee programs  
based upon legislat ion enacted since your appearance in January.

Now what percentage  is in refugees?
Secretary Harris. I believe tha t it is the difference between the  $2.2 

billion  and  the total amount. Let  me check that.
Mr. Bohen. The total amoun t is $2.5 billion. The  impact on refugees 

is as a result  o f the  passage of  legislation.
Sena tor Magnuson. I unders tand that. But we want to know how 

much the increase for refugees is. W hat  is the  total?
Mr. Bohen. About $95 million is f or refugees.
Sena tor Magnuson. The refugee program request is not a significant 

amoun t of  the  increase then?
Mr. Bohen. That  is correct, sir.
Senator  Magnuson. It seems suf fici ent  It’s $95 million. The  big pro­

portional increase  is in the low-income energy assistance program.  That 
is the big am ou nt

NEW SUPPLEMENTALS REQUEST

Secretary Harris. In addi tion  to those  two items, the  increase is due  
to the impact of  inf lation on certa in enti tlem ent programs and  the  par ­
tially offsetting reduc tions  of  $587 million we are proposing in other 
areas. The new 1981 request represen ts an increase of $7.2 billion over 
the revised request for 1980.

We are reque sting your approval  of  rescission proposals o f $243 
million and  revised supp lem en tal  of $2,721 billion in 1980.

I will briefly summarize-----
Senator  Magnuson. All r ight now. Those supp lem en tal  haven’t come 

up ye t
Secretary  Harris. Yes; they have, sir.
Senator  M agnuson. Are they all here?
Secretary Harris. Yes.
Senator  Magnuson. And  you are withdrawing your  suppor t of some 

of  the  sup ple me nta l?
Secretary Harris. Yes; $75 million in su pp lemen ta l have been  with­

drawn. That is our  revised supp leme ntal request. We are asking for 
$2,721 billion.

Mr. Bohen. The major item, Senator , is the medicaid supp lemental, 
which is $2.3 billion. The medicaid supp lementa l is $2,289 billion.

There is a supp leme ntal of  $107 million  for refugee  assistance in 1980 
because of  the  passage of the legislation. The re is a supp lemental------

Senator  Magnuson. Well, now the  refugee legislation is a congres­
sional authoriza tion tha t is passed.

Mr. Bohen. Yes, sir.
Senator  Magnuson. Tha t doesn’t mean that  we have to appropr iate  

the money now.
Mr. Bohen. We are here  seeking  the money. We are making the 

req uest
Senator  Magnuson. Well , it doe sn’t mean that  we have to talk abo ut 

full funding.
Mr. Bohen. There is a supp leme ntal of  $242 million under the  title
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XX program  for grants  to States for social and chi ld welfare services as 
a result of  the passage of  the legislat ion on title XX. And ther e is an 
increase of  $80 millio n in assistance paym ents.  Th at is a changed esti­
mate.

Senat or Magnuson. But the big amo unt  is in medicaid ?
Mr. Bohen. Yes, sir; nearly $2.3 billion of the $2.7 billion total. 

MEDICAID ESTIMATIONS

Senat or Magnuson. How do you get your medicaid estimates? How 
do you arrive  at your cost estima tes?

You ’ve always asked for more  tha n you need.
Secretary Harris. As I told  you when we were here in Janu ary, we 

have chan ged our estimat ing metho ds. We will be using the States’ esti­
mates, which we have foun d generally to be more  accurate  than ours. 
Part of  that additio nal amo unt  is due  to the fact that the State estimates  
were more accur ate than  ours.

But ano ther  pa rt is because  o f the inaccuracy of  State  estimates . I 
think abo ut a ha lf billion o f that  is an erro r in die State estimates with 
respect  to medicaid. We do n’t have  any alterna tive. Those  costs will be 
paid. The ques tion is in  which year  will the appropriat ion be?

Senato r Magnuson. Well, you have upped  your estimates  since Jan ­
uary. A $21 7.5 million increase in estimates in jus t 2 months .

Secretary Harris. Well, the  rate of  infla tion, sir------
Senat or Magnuson. Now wait a minute. The  rate  o f inflation isn’t 

that much  in 2 month s.
Secretary Harris. But the  difference in the accuracy of the estimates, 

plus the rate  of inflation------
Senato r Magnuson. It is the accuracy  o f the estimates that I am 

question ing.
Secretary Harris. We have  recog nized  with respec t to our estimates  

that the method we have used has  been less accur ate than tha t used  by 
the States. We have come to the  conclu sion tha t that is the one we 
shou ld use the State estimates.

Senator Magnuson. You r justif icatio n indicates tha t in 2 mont hs, be­
tween the January Pres iden t’s bud get  and the revised  March Preside nt’s 
budge t, medicaid requests went up  $137 .5 millio n because  of  the most 
recent upd ate  of the States’ projections.

Secretary Harris. Tha t is co rre ct Th at is the oth er pa rt tha t I men­
tione d to you.

CHANGES IN CALCULATING THE SSI REQUEST

Senato r Magnuson. In SSI, the  changes  since Janu ary increased the 
app ropr iatio n request by $80  million  in 2 months.

Mr. Bohen. That is the resu lt Mr. Chairman, o f the change in the 
rate of  inflation proje cted in the Preside nt’s bu dg et  The  original num­
ber was 13 percent.

Senat or Magnuson. But infla tion doesn’t p ick up $271 million.
Mr. Bohen. Tha t $80  million in SSI is directly relat ed to inflat ion. It 

really shows what the cost of 1 percen t of  infla tion is in terms  of  these 
program s th at are indexed.
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Senator Magnuson. But you make an estimate and then  inflation 
changes—maybe  your estimate was too high.

Secretary Harris. You mea n too low.
Mr. Bohen. In this case it was too low because it did not  foresee the 

actual rate of  inflation  that  we now expect.
Senator Magnuson. Previously there  was a $2 billion  difference in 

your medicaid estimates from actual costs. It was $2.4 billion  we cut on 
your estimates, as I recall, and  you got along fine.

Now your  estimates may be getting bette r. I don ’t know.
Mr. Bohen. Mr. Chairman , our prob lem here  is that our estimates  

were too low.
Secretary Harris. We estim ated at a lower rate than  infla tion is now 

projected .
Senator Magnuson. Inflation has nothing  to do with you r basic 

estimates. You calculate  inflation within  your estimates.
Secretary Harris. Yes; bu t tha t is why we are giving you new esti­

mates  because inflation  figures have  changed.
Senato r Magnuson. I’m ques tioning whe ther  your new estimates or 

your original estimates were correct .
Secretary Harris. Well, we won’t know unt il the  bills come in. But 

we th ink we’re closer to the reality than we were .
Senato r Magnuson. I hope you are, because you were over $2 billion 

off  2 years ago, and  you were about $1 billion off  last year.
Secretary Harris. Well, we have tried  to cu t the margin of erro r by 

using the States ’ estimates.

STATE ESTIMATE ERRORS

Senator Magnuson. If  we didn’t put  in the $2.3 billion increase, what 
would happen?

Secretary Harris. When the actual  amounts  billed came due, we 
would  pay by borrowing, forward borrow ing. And  we would jus t be 
putt ing into------

Senato r Magnuson. Have  you tho ught of  requiring  the  States to give 
you better estimates?

Secretary Harris. They are doing  bette r.
Senator Magnuson. I know, for example, that my State has been off.
Secretary Harris. We will be glad  to work with the State o f Wash­

ington.
Senato r Magnuson. States always estimate more  than they need. 

They always do. We are in the  process here  of tak ing a look at th at
Secretary Harris. Well, we will pay whatever is due. The ques tion  is, 

in which year  will the app ropriat ion occur.
Senato r Magnuson. Well, the States don ’t get the ir figures in for at 

least a year, do they?
Secretary Harris. We are pushing them to get more  timely billing, 

and I think we are doing bette r. The poin t is, it would  not be a real 
cut. It is ju st  putting into  a future year something that  we have  to pay, 
we have reason  to believe.
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DE FERR ING  ESTIMATED REQU ESTS

Sena tor Magnuson. But why appropr iate  for some thing we don ’t 
currently have to pay?

Secretary Harris. Because we do have  t o pay i t
Senator Magnuson. I know; sooner or later you have to pay it.
Secretary Harris. But it is prob ably  better to deal with it within a 

planned budge t.
Sena tor Magnuson. You bet ter  review the States’ estimates carefully 

then.
Secretary Harris. We do.
Senator Magnuson. How do you do  it?
Secretary Harris. By an analysis of what they have estimated in 

terms of what we know the costs really are. And  we have foun d his­
torically that they have been closer to the  real figure than we have 
been, and that is why we are moving to thei r estimates.

Sena tor Magnuson. Well, you can take a cut on tha t request.  We are 
under fiscal years 1980 and  1981 budget  restraints.  We’re not going to 
appropriate money for something we don ’t immediately need, tha t we 
may need  to pay later. You can pu t tha t reques t in ano ther  budget  
when the bill comes in.

Secretary Harris. But i t will be due  in 1980 an d in 1981.
Sena tor Magnuson. Perhaps. Some States don’t even come in with 

current year estimates.
Secretary Harris. I would urge that you seriously consider this, and 

we would urge that  it be in the budget.
Senator Magnuson. Well, if  we cu t tha t request out, it would  just 

abou t bring  you back to your present  bu dg et
Secretary Harris. But it wouldn’t be real, sir. We have the  obligation. 

We are going to have to pay i t  And it would not  be a reflection------
Sena tor Magnuson. How do you know you have that  much obliga­

tion?
Secretary Harris. Under  law we have the obligation. I would be 

willing to pu t a dollar down here  tha t we are right. [Laughter.]
Sena tor Magnuson. When you need to pay i t  when the bills come 

in, then you can ask for the money . You don’t have to assume i t  
Medicare and medicaid have historical ly always been off  on their esti­
mates.

Secretary Harris. But that  will mean that  we will have a supple­
mental  next year tha t will be much larger  than the supp lementa l tha t 
we inevitably  have, because we cannot  hit on the head the exact 
am ount

Sena tor Magnuson. Well, why don’t you wait and see?
Secretary Harris. Because then  you have no way to plan the budget  

overall in terms of  reasonably expec ted costs. And this is an effor t to 
plan.

Senator  Magnuson. Well, we appropr iate  money from year  to  year.
Secretary  Harris. That’s correct, and tha t’s w hat we are asking.
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PUBLIC HEALTH SERVICE

I would briefly summarize this bud get  by agency, begin ning  with the 
Public Health Service. The fiscal year 1981  request for the  Public 
Health Service is $7 billion for programs  cons idere d by this subco m­
mittee.  This reque st is virtually the same as the  revised 198 0 request, as 
is apparen t from table  4.

Within  this  level, fund ing has been  prov ided  to accom modate in­
creases for the Health Services Adm inistr ation , with its imp orta nt mis­
sion of  providing  services to the poor and underserved; for the Nati onal  
Institu tes of Health to maint ain fund ing for 5,000 new and competin g 
grants; and  for the Alcohol, Drug  Abuse, and  Menta l Heal th Adminis­
tration to prov ide innovative and bet ter  coo rdin ated  menta l heal th and 
alcoholism services.

The most significan t reductions in our  requ est affect  the expan sion of  
comm unity  health centers, various  grants prov ided  on a formula basis 
to States and  localities, portions of  N IH oth er than new and  competin g 
grants, and initial funding for the hospital  conversion and  disc ont inu­
ance demo nstra tion program, the budg ets for the Health Care  Financ ­
ing Adm inist ration and  the Social Security Administra tion.

COMMUNITY HEALTH CENTERS

Senat or M agnuson. Just a minute. How much are you reduc ing the  
amo unt  for comm unity  health center s?

Secretary Harris. W e are reducing  it by an amo unt  tha t will result  in 
us no t expan ding the num ber  of centers .

Senat or Magnuson. As I was going to say, that  mean s there will be 
no expa nsion  of comm unity  heal th centers?

Secretary Harris. That is correct . That’s the reason I said we will 
have no addi tiona l centers, but we would  expect to maintain services 
and increas e the numb er of  peo ple served.

Senat or Magnuson. You would increase the  capacity  of  the  pres ent 
comm unity  heal th centers?

Secretary Harris. Yes; we will increase  the num ber  of  p eople served 
and main tain  existing services, that  is co rre ct But we will not be  able to 
expa nd the numb er. Ou r bud get  in Janu ary prov ided  for 14 new cen ­
ters and  we have not return ed with that  requested expansion.

Shall I contin ue, sir?
Senat or Magnuson. Yes.

wind fall profits  fin ancin g

Secretary Harris. T he budgets for  the Hea lth Care  Fina ncin g Adm in­
istration and  the Social Security Adm inist ratio n are driven for the mos t 
part  by economic cond itions and by change s in the num ber  o f eligible 
persons . In tables 5 and 6, the  impact of  hi ghe r inflation can be  seen in 
the incre ased requ irem ents  for medi caid and  supp lementa l security 
income.

For the lat ter prog ram, we are now forecasting, as I said earlier, cost- 
of-living increases  of  14.4 and 10.6  perc ent in 1980 and  1981, respec­
tively, compared to 13.0  and 9.9 percen t forecast in the Jan uary bu dg et
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The  Social Security Adm inist ration appropriations request now re­
flects the enac tmen t of the  Refugee Assistance Act and the  Windfal l 
Profi t Tax Act, which authorizes  the low-income energy assistance pro­
gram. The request for refugee programs-----

Senator Magnuson. You don’t even  know what’s coming in on the 
windfall profit s tax.

Secretary Harris. But we know wha t is authorized .
Sena tor Magnuson. But we haven’t any idea what revenue is coming 

in.
Secretary Harris. But I think we ca n be sure------
Senator Magnuson. We know a g reat  a mount  will be coming in, bu t 

we a ren’t sure.
Secretary Harris. Wha tever  comes  in, it undoub tedly requi res an 

appropriation which would be enou gh to cover the low-income energy 
assistance costs.

Senator Magnuson. I’m talking abo ut fiscal 1981. There are various 
figures regarding what ’s com ing in during the life of  the  program.

Secretary Harris. But the Congress has authorized $3.1 billion for 
this.

Senator Magnuson. We have authorized that  within what is es timated 
to be coming in.

Secretary Harris. But I would assume there would  be enough reve­
nues for that.

Sena tor Magnuson. I hope so.

REFUGEE STATUS AND BENEFITS

Secretary Harris. The reques t for refugee programs, as we indicated 
earlier, is $693 million, including the  extension of  special benefits  to 
refugees for 3 years, instead of  the 2 as proposed  by the admin istrat ion.

Sena tor Magnuson. N ow, does tha t include the Cuban refugees?
Secretary H arris. We think that  we will be able, within the figures 

that we have requested, to deal  with the 3,500 new Cuban refugees. 
Our estimates  of  the mix and  the need s indicate at this time, although 
since we don ’t know who the individuals are we can 't be sure, tha t we 
can cover this within the requested figures.

Sena tor Burdick. Mr. Chairman , has it been  determined legally tha t 
they are refugees and  not emigrees?

Secretary Harris. Let me say at this stage it is the  responsibility of 
two other Departments  to make  these determ inations, the Departm ent 
of  State from a policy poin t of  view and  the Depar tment of Jus tice with 
respect to the Immigration  Service.

I cannot answer that  question for you. I only know the policy enu n­
ciated by the President, and  we have examined what our  responsibility  
will be when and shou ld these peop le arrive. And our  present estimates, 
which obviously could change, our  pres ent  estimates  are tha t we do not 
need  at this time to make a request for additional funding.

The request for low-income------
Senator Magnuson. Well, we have a problem here, Madam Secretary. 

We have a second appropr iatio n for taking care of  th e Cuban refiigees. 
The Senato r from Flor ida has been concerned abo ut that. Wou ld this 
reques t be added to that?
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Mr. Bohen. This  includes that, Mr. Chairman. Thi s is a com prehen­
sive req ue st

Senator Burdick. You see, Mr. Chairman, my legal point is that  they  
are not refugees. They may not  come under this  category.

Secretary Harris. Well, as I say, we cannot answer that. We have not 
investigated th at  The question is to be prepared when they arrive, if 
they are in this category for which we a re responsible.

BY PROGRAM AMENDED BUDGET REQUEST

The request for low-income energy assistance is, as we have noted , 
$2.2 billion, an increase of  $600 million above  the  1980 level and a 
reduc tion of  $200 million  below the amount included in the January 
budget  within the totals for the Executive  Office of  the President for 
1981. That  was not in our  original budget figures, bu t it has now been 
authorized and  is now presented to you for the  first time as p ar t of  this 
bu dg et

Our curren t request of  nearly $4.8 billion for the  Office o f Hum an 
Development Services is a reduction  of  $62 million below the January 
budg et. This reduc tion falls in two major areas: $33 million in aging 
social services, maintaining these activities at their  1980 level; and $29 
million  for a number of  small reductions in research  and  evalua tion, 
training, program management, and special projects.

We have preserved the increase of  $85 million for Head Star t and the 
inflation adjustment for aging nutri tion  services. The revised app ropria­
tion request for fiscal year 1980 is $221 million in budget author ity be­
low the January  budget  totals. This is a net  amount, including rescission 
changes of  $145 million, and a reduction  of $76 million in pay and  
program supplemental requests.

A package of rescissions totaling $243 million  is inclu ded for the 
Public Heal th Service as listed in table  8. The rescissions for hea lth 
professions capitation grants and studen t assistance loans totaling $97.8 
million have been resubmitted. Fur thermore, we are  proposing  $145.4 
million in additional rescissions, including $52.2 million in heal th re­
sources, $41.5 million for N1H, $34.9 million for hea lth services, and  
$12.8 million for the Office of  Assistant  Secretary for  Health.

These  proposals are an integral par t of  ou r overall bud get  strategy 
and we ask your favorable  considera tion of  them.

HEALTH PROGRAM CUTS

Senator Magnuson. Hea lth programs are taking the burden of  cu ts, 
aren’t they?

Secretary Harris. N o, sir; no, sir. What is happen ing is that we have  
looked very carefully at areas where heal th programs, heal th research, 
will no t be affected. We have gone into the area  of  planning and  made 
some reductions there. But we believe  that  the reductions in our  re­
quest,  the rescissions, are consistent  with the  prior ities of  both  this 
committee and  the De partm ent

Senator Magnuson. The priorit ies of  this committee have always 
been  set against heal th rescissions. If it wasn’t for this committee and
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ou r budgetary  processes, whether you’re Repu blica ns or Democrats, 
ther e would be no heal th program. We pu t the mone y in and  we force 
you to use it.

Secretary Harris. I would say tha t the area of  the bud get  in which 
we have been most protectiv e has been  in the area of  hea lth services 
and  the area of  research on health  matte rs. And  it is not true tha t we 
have cut heal th only.

Senator Magnuson. Wel l, they appear to  be the  only programs being  
c u t

Secretary Harris. Well, we came in in Janu ary with mos t of  these 
rescissions. This  is not a new policy, a new proposal, the positions we 
have taken.

Senator Magnuson. No; I say it is an old-t ime proposal. You never  
quit.

Secretary H arris. These  are not hea lth cuts, sir. These  are cuts in 
capitation  grants.

Senator Magnuson. Y ou aren ’t being incon sistent at all with the  pre ­
vious Health  and  Hum an Services b udg et directors.

Secretary Harris. Well, let me say I’m not sure tha t was a com pli­
ment . But I poin t to the fact that it is in the area of  capi tatio n and  
student loans that we really have move d to achieve rescissions. The re is 
no cut from the Janu ary figures tha t we are happ y abo ut proposi ng. 
But we think  these are the  least hur tful  cuts. The re is no way, sir, to 
balance  the budget-----

Senat or Magnuson. W itho ut picking on hea lth?
Secretary Harris. We are not picking on health. We may be picking  

on physician training institu tions  who feel that  they should continue to 
have capita tion grants, even  though we have successfully exp and ed ca­
pacity. But we are not in any way reduc ing ou r ability to meet the 
heal th needs  of  this country , which are the responsibility  of  the  De­
par tme nt of Heal th and Huma n Services.

I deny that  we are picking on health . Ou r research grants  are being 
main tained. Ou r medical services prog rams are being  maintained. And  
we are not asking for a rescission in a single service area where direct 
heal th service is b eing given.

Senator Magnuson. Well, you are asking for a rescission on family 
plann ing, aren ’t you?

Secretary H arris. But that is not a heal th service in the sense tha t we 
are providing hea lth care directly. Some o f tha t is going to be don e in 
ou r comm unity hea lth centers,  anyway. But there  is not a single bud ge­
tary change tha t does  not  hu rt  We came in January with a barebone s 
budge t. When  we redu ced it, obviously there were some things tha t we 
would have pref erred to keep if we were not trying to balance the  
budget.

Senator Magnuson. We’re going to establish the prior ities in bud get  
cutting.

Secretary Harris. The re is no question that tha t is your responsib ility.
Sena tor Magnuson. I think you are zeroing  in on heal th too much.
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CHANGES IN HEALTH BUDGET SUPPLEMENTALS

Secretary Harris. May I say for the recor d, sir, tha t we are $7  billio n 

above  the 1979  budget,  even with our  rescissions. So it is not  a mat ter 
of  cutting back on health . This  is a majo r priority for us, as it is for 
you. The prog ram supplementals befor e you at this time total $2.7 bil­
lion, a net reduction  of $69 million  from the Janu ary bu dg et

The  changes  include withdra wal of  th e supplementals for alcohol and  
men tal heal th comm unity  prog rams and  a reduct ion  of  $10 mill ion in 
the requ est for the Nati onal  Health Service Corps.

Senator Magnuson. Now we are getting down to the ame nded sup ­
pleme ntals  request—a total of  $2.7  billion .You are withdrawing you r 
sup port from the alcohol an d mental hea lth comm unity  programs. The  
redu ction in the reques t of  the Nati onal  Health Service, how much was 
that?

Mr. Bohen. It was originall y $11 million.
Sena tor Magnuson. And you ’re withd rawing tha t?
Mr. Bohen. We are asking for $1 million o f th at
Sena tor Magnuson. Well, tha t is a health  pro gram again.
Secretary Harris. Th at is a problem that  we did  not create  for ou r­

selves. We sent  over the supp lementa l last year  with the  hope  that we 
could have it enacte d early on. In ord er to obliga te the mem bers  of the 
National Health Service Corps , we must be able  to get them at the time  
they come ou t of  school, before they leave. In fact, this is not possible 
because the supp leme ntal has not been  passed.

We know on the basis of  the availability of part icipa nts in the  Corp s 
that  we will not be  able to utilize that  am oun t of  money which we are 
withdraw ing. It is simply becau se we did n’t have the mone y at the 
beginning of  the year and will not  have if  becau se you are examining 
the supp leme ntal in the  normal course of  the  bud get  process, that we 
have withdrawn that, no t because, again, our  prior ities have changed.

We are still supportin g the  Hea lth Service Corps as we were before. 

We j us t can’t s pend  the money.
Sena tor Magnuson. All ri gh t
Secretary Harris. We have  limited ou r supp leme ntal request to those  

of  a critically imp orta nt natu re, includ ing financial  distress, refugee 
assistance, assistance paymen ts and  grants to States for social services, 
title XX, and  child  welfare.

This  concludes my pre par ed sta tem en t Mr. Chairman. I will be 

pleas ed to take your ques tions .
Senator Magnuson. Sen ator  Burdick, you have  some ques tions ?

TURTLE MOUNTAIN AND INDIAN HEALTH PROJECTS RESCISSIONS

Sena tor Burdick. Well, my questions  are a little bit apart  from what  
you talked ab ou t bu t still within the jurisd iction . There is one part icu­
lar case  here  that I feel very strongly ab ou t While  I can und erst and  the 
Pres iden t’s wishes to cut  back on Federal  fund ing wherever possible , I 
ques tion the  wisdom of  rescinding fundin g for projec ts which are pro­
ceed ing on the good faith th at  the Governme nt will live up to its com ­
mitme nts.

6U-130 0 - 8 0 - 3
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Last year, for example, we appropr iated $4 million to cons truc t a 
rural water distribution  system for the Tur tle Mou ntain Indians in 
No rth  Dakota. If  I had  the water here  today,  I don’t think anybody 
would  drink  it, it is tha t bad  out there.

We are talking here  abo ut providing basics, such as indo or plum bing  
and decent drinking water. When  the tribe  got the  go-ahead last fall, 
they contracted  with the engine ers and  oth er professionals to get the 
proje ct underway. Now I am hearing—and I hope  it isn’t true—that the 
India n Health Service is propo sing halfway thro ugh the fiscal year  to 
rescind funding  for the pro jec t

When such funding is stopped in mids tream , isn’t there a possibility 
of  t his being a little bit penn y wise and  pound foolish, not  to mention 
initiating the dissolution of  comm itmen ts supposedly made  in good  
faith? What compen sation is available for indiv iduals or companies tha t 
have already  obligated money for this proje ct? In this case, an eng i­
neerin g firm has already spent about $30 ,000 .

This projec t was specifically mention ed in last year’s appr opriation s 
bill. I have the conference repo rt here. This project is a line item. It 
was given high-p riority status. Why was this singled out  for rescission?

I understand that the  administra tion is planning  to rescind $18 mil­
lion of  the $50 millio n appr opri ated  for fiscal year 1980  for the  Indi an 
Health Service sanita tion facilities const ructio n program, and  that the 
remaining $32 million  is oblig ated for new construction. I have  bee n 
told tha t when OMB was formulating its budget  rescission recommen­
dations,  they assumed that HU D would be cutting back on new hou s­
ing starts for Indian  reservations and, therefore,  decreased the sanita tion 
facilities bud get accordingly. But then I und ers tan d HU D did  no t in 
fact decreas e its housin g starts.

SANITA TION CONSTRU CTIO N GRAN TS

How do you prop ose to fund  sewer systems for these new homes, 
since the sanita tion facilities bud get does no t allow for them? I under­
stand  we are talking abo ut 250 0 homes which won ’t have sanita tion 
facilities.

Now, the first quest ion is, why, when we have a line item, why was 
Tur tle Mou ntain  single d out?

Secretary Harris. Tur tle Mou ntain  was not  singled  out, sir. The  
planning  will be completed. It is the const ruction tha t will no t be pos­
sible.

Senator Burdick. Well , that’s w hat they w an t
Secretary Harris. I unde rstan d. But Tur tle Mou ntain was no t singled 

out, because in looking  for places in which we could  reduce  the  budget, 
it was dete rmin ed to reduc e this item of  h ealt h sanita tion facilities. The  
$18 million was cut  o u t The  result  is we will not have any money to 
proce ed with any existing hous ing sanita tion facility constru ction, and  
that the small amoun t of  mo ney that  remains will be dedica ted, as sug­
gested by your comm ents abo ut HU D’s progr am, to new housing  
facilities.

We deeply  regret th at we will not be able  at this  time to proce ed 
under our fund ing request with the  Turt le Mo unt ain  constru ction. But
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there will be othe rs that we will not be able to proc eed  with. No  exist­
en t housing will receive sani tation facilities under this restricted budget.  

Sena tor Burdick. How will the rema ining  $32 million be used ? 
Secretary Harris. We have obligate d already  $29.4 million of  th at $32  

million.  We have already oblig ated it.
Sena tor Burdick. But tha t is for sanita tion, isn’t it?
Secretary Harris. Tha t is for sanita tion, bu t for new housing. We do 

no t have any obliga ted or  available for existing housing. The amoun t 
tha t remains, if  you subtrac t the  obligated  amou nt, is less than  $3 mil­
lion, and  the Tur tle Mou ntain amou nt, as I und ers tan d it, is consider­
ably mor e than  th at

We simply do not have the funds  available.
Senator  Burdick. Well, I’m no t agains t the housing  starts. But ther e’s 

been  no cutback in housin g starts. Wh at are we going to do abo ut sani­
tation  facilities for those unit s of  hou sing?

Secretary Harris. Whe n I was told  abo ut this prob lem, Senator, I 
smiled wryly and  said, I underst and  this. Because one of  the  problems I 
had  when  I was Secretary of  HU D was trying to get HEW  to prov ide 
ou r new housing  with ade qua te funding. So I und ers tan d the  prob lem.  
The re will not be enou gh, obviously, with these figures, to deal with the  
need.

The only hope  I have—and I have not  talked to Secretary Landrieu 
abo ut this—is that the preparatio n time will be such that  our  fund ing 
will catch up with thei r sani tation needs. I know from the oth er side of 
the  pictu re what the frustration  is here.

Sena tor Burdick. Tha t frustra tion is here , too.
Secretary  Harris. I realize that , Senator .
Senator  Burdick. What you’re telling me, Madam  Secretary, is that 

there  will be no sani tation mone y spen t at all for older housing , for 
existing housing?

Secretary Harris. Not  at this time, that  is correct.
Sena tor Burdick. And  altho ugh we pro ceed ed and  we spe nt money, 

relying upo n Congress, is ther e any reca ptur e o f the expenditure  we’ve 
already undergo ne?

Secretary Harris. The  plan ning  information should rema in available. 
This  is not  wasted effort, because  the plan ning has taken place. And  
should  the  time come  when we were able to move, at least the plan ning  
has been  done. This  was a plan ning  gr an t I do not believe  const ruction 
has begu n on this.

Sena tor Burdick. T his was a  cons truct ion gr an t
Mr. Bohen. The  total need  includ es a const ruction gr an t But what 

has already been  obligated  is a  plan ning gr an t
Senator  Burdick. I know. But we want  a cons truct ion obligation.
Secretary Harris. But it will not  be wasted money. The plannin g tha t 

has taken  place will be available.
The imp ortant  poi nt abo ut this bud get  operation  is tha t there  is no 

painless  change  as far as I am conce rned.  Everything tha t we have 
chang ed, everything tha t we have  deferred,  everyth ing that we have cut, 
was something  tha t was sign ificant  And it is somethin g tha t clearly, at 
another  time, had  a high priorit y.
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But there is no way that  we can  balanc e the  bud get  wit hou t cutting  
something tha t is important.

CUTS VERSUS RESCISSIONS

Senato r Burdick. Well, it is one  thing  to cut  an d it is one thing  to 
rescind. They  are two diffe rent  things.

Secretary Harris. But you can’t do one,  ultima tely, witho ut doing  the 
other.

Senator Burdick. But one is pro spect ive and one is retroactive, really.
Secretary Harris. But the quest ion is, if we put the first const ruction 

brick at Turt le Mou ntain , tha t really would  require  us to proceed with 
the total amoun t of  co nstruct ion costs. And if  we are going to cut the  
$4 million from the budget that would be within the  amoun t we migh t 
otherwise be able to obligate, it is fairer for us to start  before cons truc ­
tion has begun. Rescissions are an integra l part of the  process of redu c­
ing the Governme nt’s oblig ation to expe nd funds  in the future .

Senator Burdick. Well, thanks  for the explanation. It doesn ’t make  us 
happy, but  thanks for the explanation.

Secretary Harris. W e are not  happ y either.

consultant cuts

Senator Magnuson. And now let’s talk abo ut cuts. Mayb e we will 
keep a little heal th in and  cut  some oth er places.

Now, have you reduc ed your $11 0 million  ceiling for consu ltants  by 
15 perc ent?

Secretary Harris. We have me t the requ irem ents  of  this body  and  
the Pres iden t fully, and we inte nd to cont inue  to do so.

Reduc ing consu ltants might  seem to be  an easy mat ter, but if  we are 
to mee t the requ irem ents of  this body we mus t have available to us the 
resources tha t are requ ired  to do what this body  requests. We use 
consultants to do such things as h elp us make analyses and for plan ning  
to improv e the efficient utilizatio n of  prog ram funds.

Senator Magnuson. When the Pres iden t talked abo ut the 15-p erce nt 
reductio n, tha t was thro ugh out  the Federal Estab lish me nt Have you 
already made  that cutbac k?

Secretary Harris. The  budget is pres ente d on the assum ption  tha t we 
will m eet fully the requi reme nts of the Presi de nt 

TRAVEL CUTBACKS

Senat or Magnuson. W hat  abo ut trave l?
Secretary Harris. I’m afraid  that we have really reduc ed this area, 

especially considering inflation.
Senator Magnuson. Have you asked for any rescission in the  travel 

amount?
Secretary Harris. We have not. We have, however, cut  back travel as 

requ ired  by this body and  by the Pres ident by 8 per cen t and made no 
allowance for  inflation. Again, ther e are things that  we must do.  Some­
body has to deal with the India n tribes where they are, and  in ord er to 
do that,  peop le have  to travel there . If you cu t back travel you cut  b ack 
service.
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So I want to be sure tha t we try to avoid arbit rary cuts in what  are 
essentially service opera tions  of  the De pa rtm en t But we have me t the  
requi remen ts.

Sena tor Magnuson. Well, we are not  talking abo ut basic obligation s. 
We’re talk ing abo ut unnecessary travel.

Secretary Harris. Well, we would not have unnecessary  travel if  we 
could  avoid it, even if  you did n’t tell us no t to. You can  believe me, we 
would try.

Sena tor Magnuson. Well, you don’t use your regiona l offices enough. 
You send perso nnel  out from Washingto n. I can ’t get on an airplane  
from Seattle unless it’s l oaded with Gov ern ment employees—a nd I am 
one, too.

But I think  travel could be substantially reduc ed.
Secretary Harris. Well, we have reduce d it substantia lly.
Mr. Bouen. Mr. Chair man,  as you know, the Congr ess last  year-----
Senator  Magnuson. How much did  you spen d for trave l?
Mr. Bohen. I would  have to sub mit  tha t for the  record. I believe it’s 

abo ut $12 1 million in the De par tment  as a whole.
[The  informa tion  follows:]

Obligations, Fiscal Year 1979 Travel—Actual 
[DoUan In thouwub]

PHS:
FDA

CD C..................... ....................................................................................................
NIG ....................................................................... ...................................................
AD AM HA ................. .............................................................................................
S t Eliz abe ths..................... .....................................................................................
HRA..........................................................................................................................
OA SH .......................................................................................................................

8,756
7,533

23,755
6,732

11,428
2,629

564
1,620
3.383

Subto tal, PHS......................................................................................................
HCFA ..............................................................................................................................
SS A..................................................................................................................................
Refugee prog rams..........................................................................................................
OHD S............ ..................................................................................................................

OS:
GDM
OIG...
OCR. .
OCA..

6,616
29,965

125
3,865

2,862
2,999
E525

38

Subtotal, O S...............- ......... ...................................... .... .................................. 7,424

Total. H H S.......................................... - .............................................................  114,395
Mr. Bohen. As you know, the  Congress passed a limitatio n on travel 

last year, and  we took that  out of the original  budge t.
Senat or Magnuson. Yes, we did; I didn’t think  it was suf fici ent  
Mr. Bohen. The  Presid ent has subse quently asked  for a 2-pe rcen t 

acros s-the-boar d reduction  in all operating  expenses, and tha t will im­
pact  on cons ultan t services, in travel, and, of course, in personne l com­
pensa tion, and,  indeed , has  reduce d the bud get  befor e you by 2 per­

ce nt
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Senator Magnuson. Well, I und ers tand the  President— I talked with 
him yesterday morn ing on this-----

Mr. Bohen. That is 2 percent on  every line tha t involves these kinds  
of  activities.

Senator Magnuson. T hat  doesn’t include the  freeze on emplo ym ent
Mr. Bohen. Yes, it does.

PERSONNEL UTILIZATION

Senator Magnuson. He’s going to have a freeze on employm ent hir ­
ing.

Secretary Harris. I n 1981?
Senator Magnuson. Yes.
Secretary Harris. L et us hope  n o t We have  one now.
Senator Magnuson. We’re going to impose a freeze if you don’t m eet 

the limitat ions.
Secretary Harris. We clearly will mee t your personne l limitations. 

The ques tion  is, Do we have adequate resources to provide the services 
that  you mandate? As long as the numbers  are adequate for th at  the 
numbers  are clearly acceptable.

Senator Magnuson. Well, that isn’t the  poin t. The point  is, we want 
services tha t we mandate,  bu t you have too many people giving those  
services. You have people sitting aro und who fall all over  one another  
down there.  Let’s util ize the peop le that  are working  productively.

Every time we establish  a new program,  we pu t the respons ibility on 
for you to effectively use your personnel . You might have to hire  some 
new peop le instead o f picking  out some of  the dead head s in the De­
par tment an d moving them over. We have got  to hire new productive 
people .

Secretary Harris. I would subm it to you that par t of the prob lem 
may be moving some of  these people to the  new program. Unfor tu­
nately, we have to utilize ou r resources as we have diem, and we have 
to try to bring in the bes t resources that  we have for new programs.

Senator Magnuson. Well, you have, before educa tion was split off, 
1,144,000 employees in HEW. That is a populat ion ratio of  1 in every 
20 people. If  there are 20 people  sitting in this  room, 1 of them has got 
to be working for HEW.

Secretary Harris. A nd here  we have five. [Laughter.]
Senator Magnuson. No; I mea nt jus t normally,  any 20 people . And  

this is what the citizens are mad ab ou t
Secretary Harris. Unless they are one out of those whatever.
Let me say tha t I do not have direct responsibility for all of them. 

For  the  record, I have responsibility for 140,000 employees only.
Senator Magnuson. You can’t know who’s working and who isn’t 

down there.
Secretary Harris. But  I think we can  pu t into place procedures in 

which we f ind ou t
Senator Magnuson. But Park inson’s law still takes effect
Mr. Bohen. Mr. Chairman, the Pres iden t’s freeze is going to reduce  

HEW ’s employment by abo ut 2,800 positions  as o f Septem ber 30 of  th is  
year. And we have already taken out of the bud get  in fron t o f you, in
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this new revision, $14.5 million for compensation  for those  positions 
tha t won’t exist next year.

FRAU D, WASTE, AND  ABUSE

Senator Magnuson. And every time  you hire  a new employee, why, 
he thinks  he’s got to make a new regulation. I’m telling you, peop le are  
getting tired  of  the regulatory process and they’re going to do some­
thing about it next fall. They’re going to do something abo ut it if we 
keep on with government employment the way we have been going.

Now, we took  a $500 m illion  cut in fraud,  abuse, and  waste, in add i­
tion to the savings that  you have ident ified.  You have  targ eted  these 
savings to come  from medicaid and  AFDC. What progress have you 
made  in achieving these addit ional  savings—I’m concerned particularly  
about AFDC. I know you are too.

Secretary Harris. Yes; I’m concerned about i t  I would  point ou t 
again tha t this is where we share  respons ibility with the States. We are 
working with the States to reduce the ir err or rates. And  this  is an area  
where we are spending a  great deal of  time  and giving grea t attent ion.

I think the story about the Depar tment ’s activity in reduc ing fraud 
and  in eliminating prog ram misuse and managemen t inefficiencies has 
been  an excellent one. And  since this  is a major responsibility  of  M r. 
Bohen’s, I think he would  like to tell you abo ut the amoun t of  m oney  
tha t has been  saved, that  we can docu ment, the goals that we have  set 
and  where we stand  in reaching them.

Mr. Bohen. Mr. Chairman,  as you know we submit  a report  to your 
comm ittee every 6 months. I am pleased to say that  for 1979, which we 
are still reporting  on, we set a goal before this comm ittee of  $1.3 bil ­
lion. We have reported to the committee savings of  ab out  $1.15 billion . 
We are abo ut $150 million  short . We have  addi tiona l savings to report  
and we will make ou r 1979 goal in ou r nex t report  to you.

We have set more  ambi tious  goals under Secretary Har ris for 1980 
and  1981, and  we have laid  those  out. And I would be glad  to submit  
them  for the record and the  full detail  of  the program,  of $1.4 bi llion in 
1980 and  $2.1 billion  in 1981. And although  we are at an early stage, 
we believe we are on  target  And we can submit  tha t data  for the  rec­
ord.

The med icaid erro r rate redu ction and  AFDC erro r rate reduction are 
in those in ou r initiatives.

[The information follows:]
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Ma nageme nt S av in g s

A summary o f HHS Ma nag ement  S a v in g s  pr og ra m  in  1980 an d 1981 
fo l lo w s . T hes e sa v in g s  a re  base d  upon  a co m b in a ti o n  o f 
a c t u a r i a l  e s t im a te s  and a c tu a l  e x p e r ie n c e .

O u tl a y s  in  M ill io n s  
1980  1981

M ed ic a id  managem en t Im pro vem ent...................... $26 9 $31 8

M edic a id  q u a l i t y  c o n t r o l : F o cu se s on 
c r i t i c a l  managem en t f a c t o r s  w hi ch  a re  
t r a c k e d  in  th e  se m i- a n n u a l q u a l i t y  
c o n t r o l  sam p le . S av in gs come fro m 
im p le m en ti n g  th e  q u a l i t y  c o n tr o l  
r e g u l a t i o n s  and h e lp in g  S ta t e s  
c a r r y  o u t c o r r e c t i v e  a c t io n  p la n s :

E l i g i b i l i t y  e r r o r s : As sum es
im p le m e n ta ti o n  o f new M ic hel
Amendment r e g u l a t i o n s .  Bas e
p e r io d  e r r o r  r a t e  i s  6. 1% . T a rg e t
f o r  1980  i s  5 .4  p e rc e n t and 4 .7
p e rc e n t in  1981 ................................................ (7 2 )

C la im s p r o c e s s in g : S a v in g s  come
fr om  t e c h n i c a l  a s s i s t a n c e  to
S t a t e s ..................................................................... (2 7 )

T h ir d  p a r ty  l i a b i l i t y : M ea su re s
im pr ov em en t in  S t a t e s ’ c o r r e c t i o n
o f re im burs em en t from  o th e r  h e a l th
in s u ra n c e  f o r  w hi ch  M edic a id
b e n e f i c i a r i e s  a re  e l i g i b l e ...................... (9 2)

S u b to t a l ,  MQC................................................ (1 91)

M ed ic a id  f i n a n c i a l  m an ag em en t: S av in g s 
p r im a r i ly  st em  from  c lo s e r  F e d e ra l 
re v ie w  o f S t a t e s ’ M edic aid  c la im s , 
an d p ro v is io n  o f te c h n ic a l  a s s i s t a n c e  
to  h e lp  S ta t e s  im pr ov e t h e i r  c la im s  
su b m is s io n  p r o c e s s ................................................ (7 8 )

(9 5 )

(4 3 )

(1 02)

(2 40)

(7 8 )

M a lp ra c t ic e  in s u r a n c e : R e g u la t io n s
p ro m u lg a te d  in  FY 1979 l i m i t
M e d ic a id /M ed ic a re  re im burs em en t to
a c tu a l  l e v e l s  o f m a lp ra c t ic e s  c la im s  f i l e d
by  pr og ra m  b e n e f i c i a r i e s  r a t h e r  th an  th e
r a t i o  o f M ed ic a re /M ed ic a id  p a t i e n t s  to  th e
t o t a l  p a t i e n t  p o p u la t io n  in  th e  h o s p i t a l . .  $310  $470
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Outlays in 
1980

Section 223 - Limits for inefficient 
providers: These regulations will
tighten existing Medicare payment 
limits on hospital routine costs by 
changing from the 80th percentile to 115 
percent of group mean. Under these rules, 
the Department will reduce Medicare and 
Medicaid payments to inefficient providers 
of health care services, including high- 
cost hospitals, skilled nursing
facilities and home health agencies......  $64

Hospital reimbursement reform: Current 
section 223 regulations will be expanded 
and revised. This initiative should 
produce even stronger and more
equitable incentives for hospitals
to be cost efficient......................

Other health care financing............... $141

PSRO hospital savings; The PSRO 
program is designed to reduce hospital 
utilization and the costs of hospital 
care. Savings are based on a 1.5 percent 
reduction in the average days of care 
rendered to each 1,000 Medicare/Medicaid 
beneficiaries..........................  (100)

Medicare cost report; This initiative
will improve the identification of
Medicare overpayments resulting from
the failure of intermediaries to detect
overpayments to providers. This will be
accomplished by auditing a selected
sample of cost report settlement......  (16)

Hospital-based physicians: Regulations 
in conjunction with proposed legis­
lation will reform Medicare and 
Medicaid to eliminate existing abuses 
associated with reimbursement of 
hospital-based radiologists, 1/
anesthesiologists and pathologists....  (— )

Collection of Medicare/Medicaid 
overpayments: Regulations will be 
issued to improve the ability to 
collect overpayments to physicians and 
other providers of health care
services and supplies..................  (— )

Millions
1981

$132

$138

$287

(173)

(16)

(34)

(6)

1/ Legislation will save an additional $14 million in 1981.
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Outlays In Millions 
1980 1981

Medicare reimbursement based on level
of care: New regulations will
authorize Medicare reimbursement to
hospitals based on the cost of
skilled nursing care rather than
acute care when a patient is
awaiting placement in a skilled
nursing facility.....................  ( —  ) (20)
End stage renal disease: Savings will 
result from stricter Federal review 
of provider requests for exceptions to 
Medicare reimbursement limits for 
renal dialysis services.............  (13)
Medlcare/Medlcaid provider abuse:
Identification of erroneous payments to 
providers due to fraudulent or abusive 
practices.............................  ( —  )

(17)

(6)
Inhalation therapy costs limits:
Savings will result from limiting
Medicare reimbursement for the cost
of inhalation therapy to the costs
that would normally be incurred if
the hospital had its own staff to
render the service....................  (2) (3)
Medicare Part B quality assurance:
This initiative reduces the over­
payment (error) rate for selected
Medicare carriers which have been
identified as having high error
rates................................  (10) (12)

SSA quality control activities: Savings 
in AFDC and SSI will result from 
reduction in error rates as 
measured through their respective 
quality control systems. Progress 
in reducing error rates since 
the inception of the individual quality 
control systems is shownbelow:

AFDC...........  135 190
SSI............. 124________135

Total.....  259 325
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O th e r s o c i a l  s e c u r i t y ............................................. $261 $37 9

R e ti re m e n t an d S u rv iv o rs  In s u ra n c e  — 
s tu d e n t  b e n e f i t  r e c o n t a c t : T h is

i n i t i a t i v e  i s  d e s ig n e d  to  i d e n t i f y  
th ro u g h  v e r i f i c a t i o n  o f s tu d e n t 
e n ro l lm e n t i n e l i g i b l e  s tu d e n ts  
r e c e iv in g  b e n e f i t s  u nder t h i s
p ro g ra m .....................................................................  (8 6 )

C h il d  s u p p o r t e n fo rc e m e n t: The
S ta t e  w i l l  in c r e a s e  i t s  c h i ld
su p p o r t c o l l e c t i o n s  fr om  a b s e n t p a r e n t s .
A p o r t io n  o f th e s e  c o l l e c t i o n s  a re  use d
to  re im b u rs e  th e  F e d e ra l Gov er nm en t
f o r  AFDC c o s t s ....................................................... (1 17)

W idow s/wid ow er  e n fo rc e m e n t:
Th e S o c ia l  S e c u r i ty  A d m in is t r a ti o n  
w i l l  m o n it o r R e ti re m e n t and 
S u rv iv o rs  In s u ra n c e  b e n e f i c i a r i e s  
to  d e te rm in e  w h e th e r b e n e f i c i a r i e s  
have  re m a rr ie d  an d th e r e f o r e ,  a re
e n t i t l e d  to  re d u ced  pay m en ts ...................... (1 5 )

O th e r SSA i n i t i a t i v e s ; O th e r ma na ge ­
men t a c t i o n s  ta k e n  by SSA w i l l  r e s u l t  
i n  s a v in g s  o f $43  m i l l io n  in  1980  an d 
1981 . T hese  in c lu d e  in c r e a s in g  r e c o v e r ie s  
o f  e r ro n e o u s  SS I pay m en ts  an d t e c h n ic a l

(1 34)

(1 76)

(2 6 )

re v ie w s  o f S t a t e s ’ AFDC c la im s .................  (4 3 )

A ll  O th e r A c t i v i t i e s ................................................ $14 4

I n d i r e c t  c o s t s : S av in g s  e s t im a te s
in  1980 an d 1981 to  be a c h ie v e d  p r im a r i ly
th ro u g h  th e  n e g o t i a t i o n  o f lo w e r,  mo re
e q u i t a b l e  an d re a s o n a b le  r a t e s  fo r
i n d i r e c t  c o s t s  o f HHS g r a n t s ........................... (9 0 )

I n s p e c to r  G e n e ra l; S av in gs a c h ie v e d  
th ro u g h  in c r e a s e d  a u d i t s  o f S ta t e  an d 
l o c a l  g o v e rn e n ts , an d ex pa nded  
c r im in a l  i n v e s t i g a t i o n s  in  M e d ic a re /
M ed ic a id  an d AFDC an d s t a t e  fr a u d
c o n t r o l  u n i t s .........................................................  (5 4 )

(4 3 )

$124

(7 7 )

(4 7 )

TOTAL $1 ,4 48  $2 ,1 73
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INSPECT OR GE NERA L OVERSIG HT

Sena tor Magnuson. Well, it’s awfully difficult  to pin poi nt those areas. 
We had a hearing  about a mon th ago with Mr. Statts and with the De­
par tment  of  Justice. They weren ’t gettin g much  help out of  the De ­
par tment  of  Justice, I will tell you that,  for  prosec ution.

And of  course, the  figure tha t some body  com puted—$25 billion in 
waste—tha t is jus t unreal. There isn’t th at much, bu t ther e is some 
significan t am ou nt

Is the Inspector Gen eral  doing his job ?
Secretary Harris. Yes; we are watching all those areas tha t were 

covered  by the Inspe ctor Gen eral ’s 1977 re po rt  I spoke to all the  U.S. 
attorneys the night before last and poi nted out the fact that we have a 
special task force, special projects investigating wrongdoing, and  the co­
operation  between the Inspecto r Gen era l and the  U.S. attorney in the  
various districts  is very, very good. So my impression the oth er night, 
meeting  with the U.S. attorn eys from aro und the  country , was tha t they 
agreed with ou r prior ities in moving to the  prose cution of  peop le who 
violate the  law in ou r program areas.

In fact, I called  upon them to take  ano ther look at  jail sentences for  
eople  who violated the law.

Senator Magnuson. Well, I may have bee n mista ken, bu t I wondere d 
if  th e Inspe ctor General  was working effectively. You hav en’t app ointed  
the Inspector Gen eral  yet, have you?

Secretary Harris. We have an acting Inspec tor  General.
Senator Magnuson. Why  do n’t you app oin t a per ma nen t one?  I 

asked  you tha t before, did n’t I? An d you said you were going to do  
something  abo ut i t

Secretary Harris. We are searching for candidates for the position, to  
be sure tha t we have  when we send  over the nomination, the bes t pe r­
son that  we can find. And in the  mea ntim e, the Acting Inspe ctor Ge n­
eral is doing a very good job.  We have  no prob lem with conti nuity .

Senator Magnuson. Wel l, why do n’t you appoint  h im perm anently?
Secretary Harris. Well, I’m not saying that  tha t has not  occur red to  

us.
national institutes of health

Senator Magnuson. N ow, on  the  NIH, you r bud get  still assumes 
5,0 00 new grants  for this year. Now, will the train ing bud get  remain 
stable? This is what both ers me. You know, all bud get  direct ors skimp 
on training. But this is a n imp orta nt matter.

Secretary Harris. This is not a ma tter  of the imposit ion of  a decision 
on NIH  by eith er a callous  and uncaring Secretary—or, in this instance, 
the OMB. What we have said to the  enti re Dep artm ent,  and also to 
NIH , is “Giv e us you r priori ties. If  we have  to cut, what areas do you 
think will suffer least if we cut? ”

The  Dir ecto r of  NIH  has made  it clea r to us  that the area tha t we 
shou ld move forward on, with no chan ge in policy, as prop osed  to this  
body, is in the  main tenan ce of 5,0 00 new and  competing grant s as a 
stable  line; and that while we will cont inue  to  examine the level o f 
training , that  he believes neit her  the  goals of  the  scientific communi ty
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nor  the priorities  of  NI H will suffer from the dim inu tion  in amo unts  
for train ing in this year’s b ud ge t

And  Dr. Fred rickson is in agre eme nt with us tha t this  is an accept­
able risk to take this year in ord er to make certa in tha t we fun d ade­
quate ly the grant process on which scientific research depe nds.

Senator Magnuson. You have been cutt ing train ing for 2 or 3 years 

now.
Secretary Harris. Again, we have discussed this carefully. Fro m last 

Sept emb er unti l the pre sen t time, I have  exam ined  very carefull y this 
issue with Dr. Fred rick son and NIH. And even thou gh we woul d wish 
we had  a full bud get  available, it is his cons ider ed jud gment , with 
which I fully conc ur tha t at this time, since we have  to make these re­
duct ions  tha t we can make  a small por tion  of  them  in the area  of  

train ing grants.
Sena tor Magnuson. Well, Dr. Fred rick son is wrong. Tell him th at 

You can cu t back on contr acts instead.
Secretary Harris. W e have cut  substantial ly on contra cts.
Sena tor Magnuson. And you can  cu t back on some o f the grant s. But 

you should not  cu t on training . Thi s comm ittee  has always led  the fight 
for train ing. You know, if  we have  a natio nal heal th insuranc e policy, 
which we’re going  to have soon er or later  unless we have the  trai ned  
personnel,  it’s going to fall flat on  its face.

Secretary Harris. Th is is resea rch training. It is not direct ly rela ted  to 
the provision  of  services. We have not  elim inate d this training, bu t re­
duced it by $4 million com pare d to our earlier estimate .

Senator  Magnuson. You have given it a pret ty good cu t I thin k we 
are going to agree  with the  cut, bu t we do n’t agree  with the  prior ity 
you’ve accor ded i t

Secretary Harris. Wel l, let  me say tha t we have this year, at  the same 
time we are  cutting, incre ased  the stipend  to make sure tha t the  train ing 
gran ts are reaso nable  in attrac ting the traine es.

SUBMITTED QUESTIONS

Senator  Magnuson. Well, last year we pu t mone y back  into  train ing 
programs  an d cu t some fund s in oth er places. But tha t’s a  ma tter  for  us 
to consid er.

Now, we do have  some questions we will sub mit  to you for the  rec­
ord. The re aren ’t too many .

Tha nk you very much.
[The following  ques tions  were no t asked  at the hearing  bu t were sub ­

mit ted  to the  Depar tme nt for respo nse subsequen t to the hearing:]
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NATIONAL INSTITUTES OF HEALTH BUDGET

Q u e s ti o n : Madame S e c r e ta r y ,  when  th e  P r e s id e n t  f i r s t  p re se n te d  
h i s  budget  f o r  FY 1981 , I was some wh at d is a p p o in te d  w it h  th e  fu n d in g  
l e v e l s  he  p ro p o se d  f o r  th e  N a ti o n a l I n s t i t u t e s  o f H e a l th . How ev er ,
I  was aw ar e th a t  th e  f ig u r e  r e p re s e n te d  an  in c r e a s e  over th e  
a p p r o p r ia t io n  l e v e l  C ongre ss  ag re ed  to  f o r  FY 1980. T h is  i s  th e  
f i r s t  in c r e a s e  f o r  fu n d in g  f o r  th e  I n s t i t u t e s  by an  A d m in is tr a t io n  
in  many y e a r s .  Now i t  seem s th a t  th e  p r o g r e s s iv e  a t t i t u d e  of th e  
A d m in is tr a t io n  has be en  re v e rse d  in  o rd e r  to  b a la n ce  th e  b u d g e t.  I 
f i n d  t h i s  h a rd  to  u n d e rs ta n d  when one c o n s id e r s  th e  c o s t  to  th e  
n a t io n  of  th e s e  d is e a s e  a n n u a l ly . C ance r a lo n e  i s  e s t im a te d  to  
c o s t  $30  b i l l i o n  a y e a r .

Would i t  no t be more c o s t  e f f e c t i v e  to  sp en d a d eq u a te  sums of 
mon ey to  comb at  th e s e  d i s e a s e s  th an  to  ha ve  the m ta k e  t h e i r  t o l l  in  
o th e r  f e d e r a l  pro gra m s su ch  as d i s a b i l t y  b e n e f i t s ,  M edic are  and 
M ed ic a id  ex p en ses a s  w e ll  as th e  lo s s  in  re v en u e s  w hi ch  c o n se q u e n tl y  r e s u l t ?

Ans wer : D e sp it e  th e  sm a ll  sp en d in g  r e d u c t io n s  p ro pose d  f o r  th e  
N a ti o n a l I n s t i t u t e s  o f H e a lt h  o f $43  m i l l io n  in  1980 an d $91 m i l l io n  
i n  1981 o u r commitm en t to  t h i s  N a ti o n ’ s e x c e l l e n t  b io m e d ic a l 
r e s e a r c h  e n t e r p r i s e  re m ain s s t r o n g .  Fundin g f o r  new in v e s t i g a to r  
i n i t i a t e d  r e s e a r c h  g r a n t s ,  th e  fo u n d a ti o n  f o r  a l l  b a s ic  r e s e a r c h ,  
c o n ti n u e  unchan ges in  o rd e r  to  su p p o rt 5 ,0 0 0  su ch  g r a n ts  in  19 81 . 
D e c re a se s  we ha ve  su g g e s te d  in  c o n t r a c t  su p p o rt a p p li e d  r e s e a r c h ,  
c a n c e r  c o n t r o l  an d c a re  su p p o r t of  r e s e a r c h  c e n te r s  a re  n o t vi ew ed  
a s  s e r io u s ly  d i s r u p t in g  th e  wo rk  of r e s e a r c h  s c i e n t i s t s  in  fu n d in g  
th e  cau se  o f th e  p r e v e n t in g  d i s e a s e s .

I t  sh o u ld  be n o te d  t h a t  a c h e iv in g  a b a la n ce d  budget and  
re d u c in g  i n f l a t i n a r y  c o s t s ,  in  a d d i t io n  to  th e  e f f o r t s  of  r e s e a rc h  
s c i e n t i s t s  in  p re v e n t in g  d i s e a s e ,  w i l l  hav e a s i g n i f i c a n t  im pact on 
th e  f u tu r e  c o s t s  o f M ed ic a id  and M ed ic are  an d d i s a b i l i t y  paym ents . 
U n le ss  th e  h ig h  c o s t s  o f h e a l th  c a re  a re  r a p id ly  c o n ta in e d , th e  
a b i l i t y  of th e  F e d e ra l Gov er ne m en t in  th e  f u tu r e  to  su p p o rt 
r e s e a r c h e r s  w i l l  be s e r io u s ly  e ro d ed .

Q u e s ti o n : The o r i g in a l  budget e s t im a te  fo r  NIH a l l o c a t e d
s u f f i c i e n t  fu n d s f o r  5 ,0 0 0  co m peting  r e s e a r c h  g r a n t s .  W ith  th e  
r e v is e d  c u ts  th e  A d m in is tr a t io n  p ro p o se d , w i l l  t h i s  g o a l s t i l l  be 
a t t a in e d ?

Ans wer : A lt hough  th e  amended  1981 b u d g e t r e p r e s e n t s  a 
r e d u c t io n  o f  $ 9 1 .1  m i l l io n  from  th e  o r i g i n a l  1981  P r e s i d e n t ’ s 
b u d g e t,  th e r e  w i l l  be no re d u c t io n  i n  fu n d s f o r  r e s e a r c h  p r o je c t
g r a n t s .  Our g o a l I s  s t i l l  t o  fu nd  5000  new  an d com peti ng  r e s e a rc h  g r a n t s .

Q u e s ti o n : When one lo o k s  a t  th e  im p ac t o f i n f l a t i o n  on th e  
NIH b u d g e t,  i t  i s  c l e a r  t h a t  i n f l a t i o n  i s  w in n in g  an d our 
r e s e a r c h  c a p a b i l i t y  i s  b e in g  h u r t .  The  A d m in is t r a t io n 's  p ro pose d 
bu d g e t a ll o w s  f o r  o n ly  a 1.4% in c r e a s e  o v e r th e  am ou nt  C ongre ss  
a p p r o p r ia te d  f o r  FY 19 80 . Yet  i n f l a t i o n  f o r  1980 I s  ex p ec te d  to  
be  a ro u n d  12 .8%. T h is  t r a n s l a t e s  i n to  an  11.4 % a c r o s s - th e - b o a r d  
c u t  f o r  th e  I n s t i t u t e s .  How ca n you j u s t i f y  su ch  a la r g e  c u t?

An sw er : The  p r im a ry  fo c u s  in  th e  FY 1981 am ended budget 
w i l l  re m ain  on e x tr a m u ra l r e s e a rc h  p r o j e c t  g r a n t s ,  th e  m aj or 
in s t ru m e n t  f o r  b re a k th ro u g h s  In  b a s ic  r e s e a r c h .  Our c o n v ic t io n
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r e g a rd in g  th e  im p o rt an ce  of b a s ic  r e s e a r c h  i s  e v id en ced  by th e  
f a c t  t h a t  no  r e d u c t io n s  hav e been  a p p li e d  to  t h i s  a r e a .  We 
b e l i e v e  t h i s  ap p ro ach  w i l l  p ro v id e  a c r i t i c a l  s t a b i l i z a t i o n  of  
su p p o r t f o r  th e  r e s e a r c h  co mmun ity  an d w i l l  c o n ti n u e  to  p ro v id e  
f o r  th e  in f u s io n  of  new id e a s  i n  b io m e d ic a l r e s e a r c h .

The co mmitm en t to  s t a b i l i z e  th e  s c ie n c e  b a se  by fo c u s in g  
a v a i l a b l e  r e s o u rc e s  on  r e s e a r c h  p r o je c t  g r a n ts  has  mea nt  th a t  
o th e r  s u p p o r t m ec ha ni sm s mus t a b so rb  th e  im p ac t o f b u d g e ta ry  c u ts  
an d th e  e f f e c t s  of i n f l a t i o n .  The se  su p p o r t m ec ha ni sm s in c lu d e  
r e s e a r c h  an d devel opm en t c o n t r a c t s ,  t r a i n i n g ,  r e s e a r c h  c e n t e r s ,  
an d in t r a m u r a l  r e s e a r c h ;  i t  i s  in  th e  c o n t r a c t s  a re a  t h a t  th e  
m os t s u b s t a n t i a l  r e d u c t io n s  hav e been  mad e.  R e d u c ti o n s  ha ve a l s o  
been  mad e i n  d i r e c t  o p e r a t io n s  and pr og ra m  m an ag em en t.

How ev er , we mus t remem be r t h a t  we a r e  fa ce d  w it h  a v e ry  r e a l  
need  to  co mba t i n f l a t i o n  th ro u g h  re d u ced  F e d e ra l  sp e n d in g . We 
b e l i e v e  t h a t ,  w it h  th e  c a r e f u l  a l l o c a t i o n  o f  r e s o u rc e s  p ro v id ed  
i n  th e  r e v is e d  b u d g e t,  th e  h ig h  l e v e l  o f r e s e a r c h  co n d u cte d  and 
su p p o r te d  by th e  NIH w i l l  c o n ti n u e .

Q u e s ti o n : W ith  th e  a n t i c ip a t e d  c u ts  in  th e  FY 81 budget
co u p le d  w it h  th e  la c k  o f  fu n d s f o r  r e s e a r c h  t r a i n i n g  g r a n t s ,  I  
e n v is io n  a s e v e re  s e tb a c k  i n  our r e s e a rc h  pro gra m . What f u tu r e  
do yo u se e  f o r  r e s e a r c h  i n  th e  m ed ic a l f i e l d ?  I s  i t  n o t t r u e  
t h a t  e v e n tu a l ly  a d e q u a te ly  t r a in e d  in d iv id u a ls  w i l l  n o t be 
a v a i l a b l e  to  u n d e r ta k e  th e  n e c e s s a ry  r e s e a rc h ?  I f  th e  gover nm en t 
c o n ti n u e s  to  show i t s  la c k  o f su p p o r t f o r  r e s e a r c h  t r a i n i n g  a s  
w e l l  a s  c o n ti n u e  to  c u t  i t s  g r a n t  p ro g ra m s, w o n 't  q u a l i f i e d  
p e rs o n n e l go i n to  o th e r  f i e l d s .

Ans wer : The b e s t  b io m e d ic a l an d b e h a v io ra l  r e s e a rc h  i s
c o n d u c te d  by p r o f e s s io n a l s  who mus t d e d ic a te  t h e i r  c a r e e r s  to  
t h i s  p u rp o se  an d underg o  e x te n s iv e  t r a i n i n g  to  co m pe te  
s u c c e s s f u l l y .  E x c e ll e n c e  i s  s u s ta in e d  by c y c l i c a l  c o m p e t it io n  
f o r  c o n ti n u e d  s u p p o r t ;  an  e q u a l ly  im p o r ta n t re q u ir e m e n t i s  a 
p r e d ic ta b l e  m ark e t f o r  th e  id e a s  an d s k i l l s  s u b je c te d  to  t h a t  
c o m p e t it io n . O th e rw is e , r e s e a r c h  w i l l  c ea se  to  co m pe te  f o r  th e  
c a r e e r  a t t e n t i o n s  o f  th e  m os t g i f t e d .

I t  i s  f o r  th e s e  re a so n s  t h a t  we ha ve  ta k e n  s t e p s  to  
e s t a b l i s h  a lo n g - te rm  f l o o r  to  th e  c a p a c i ty  f o r  fu n d in g  
i n v e s t i g a t o r - i n i t i a t e d  r e s e a r c h .  The o b j e c t iv e  i s  to  p ro v id e  
s t a b i l i t y  i n  th e  fu n d in g  o f  a  m ajo r se gm en t o f  b a s ic  r e s e a r c h  —  
th e  ty p e  o f in q u ir y  g e n e r a l ly  a c c e p te d  a s  th e  w e ll  from  w hic h 
p r a c t i c a l  means  o f  p ro m o ti n g  h e a l t h  m us t be  dra w n. Th us  th e  NIH 
h as p la c e d  m aj o r em phasi s on fu n d in g  a p p ro x im a te ly  5 ,0 0 0  
co m peti ng  r e s e a r c h  p r o j e c t  g r a n ts  e ach  y e a r ,  w it h  th e  u l t im a te  
g o a l o f  a c h ie v in g  a b a la n c e  betw ee n  nonco m peting  an d com peti ng  
aw ard s .

We b e l ie v e  t h i s  a p p ro ach  w i l l  p ro v id e  a c r i t i c a l  
s t a b i l i z a t i o n  o f  s u p p o r t f o r  th e  r e s e a r c h  co m m un ity.  W ou ld -b e 
i n v e s t i g a to r s  nee d t h i s  a s s u ra n c e  a b o u t th e  n a tu r e  an d sc ope of 
lo n g - te rm  fu n d in g  o p p o r t u n i t i e s  i f  mo re o f  them  a re  to  be 
a t t r a c t e d  to  an d re m ain  i n  r e s e a r c h  c a r e e r s .

The  em p hasi s on  s t a b i l i z i n g  th e  s c ie n c e  base  by fo c u s in g  
a v a i l a b l e  r e s o u r c e s  on r e s e a r c h  p r o j e c t  g r a n ts  has n e c e s s a r i ly  
mea nt  t h a t  o th e r  su p p o r t m ec han is m s,  In c lu d in g  t r a i n i n g ,  m us t 
a b so rb  th e  im pac t o f b u d g e ta ry  c u ts  an d th e  e f f e c t s  o f i n f l a t i o n
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In the NIH training program, the reductions will affect new and 
competing awards only; all present commitments will be honored.

Once stabilization of the science base itself has been 
achieved through reliable, continuing support of investigator- 
initiated grants, our attentions can return to the important issue 
of training and, we hope, planning for stabilization in this area as 
well.

NATIONAL CANCER INSTITUTE

Question: As you know, cancer is the second leading cause 
of death in the United States as well as the most feared. Last 
year Congress voted a large increase in the NCI budget, yet the 
Administration has decided to cut back this budget by $35 million 
to a level of $965 million. How can you possibly justify this 
cut?

Answer: The 1981 amended budget for the NCI will provide a 
continued and balanced program in cancer prevention, detection, 
treatment, and basic research, and will foster the development 
of a network of community and national resources for cancer 
research and the care and support of cancer patients.

In 1981, the NCI will be able to fund 734 competing research 
project grants, only one fewer than in 1980. This emphasis on 
research project grants reflects the NIH commitment to provide 
long-term stability to investigator-initiated research.

In other areas, the carcinogenesis testing program, 
supported through the National Toxicology Program, will remain at 
the 1980 level; support grants to 62 cancer centers will continue 
as the primary mechanism to facilitate consolidation and focusing 
of cancer-related activities into a single administrative and 
programmatic structure; training support will continue for 1,555 
full-time equivalents under the National Research Service Awards 
program; and the cancer control program will shift the emphasis 
from treatment projects to applied prevention projects. Nearly 
all the dollar reduction will be in the area of research and 
development contracts.

Although the 1981 amended NCI budget is approximately $18 
million less than the revised 1980 budget, and $35 million less 
than the 1980 appropriation, we believe that the Institute will 
meet the challenge through careful allocation of funds, and that 
the National Cancer Program will continue the vigorous pursuit of 
its goals with the same creativity shown in the past.

INTERFERON

Question: What is the status of the new report we requested on 
interferon?

Answer: The original report on the Biological Response 
Modifiers Program was sent to the Senate Labor-HEW Subcommittee on 
Appropriations on December 29, 1979. In a letter dated February 4, 
1980 the Committee requested a revision of the report. The revised 
report deals principally with interferon and was transmitted to the 
Senate Committee with a letter from the Assistant Secretary for 
Management and Budget dated April 11, 1980.
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Question: The possibility of a drug such as interferon offers
hope to millions— shouldn't we be placing greater emphasis and funds 
on this important cancer research— not less?

Answer: The National Cancer Institute expects to spend 
approximately $13.9 million on interferon research in fiscal year 
1980 and approximately the same level with the 1981 President's 
Budget. Because this is an area of such high priority, no reduction 

’ in funding is planned under the revised 1981 budget. This amount is
sufficient to purchase interferon and perform clinical trials on 
450 patients, the essential first step in determining the efficiency 
of interferon as an anti-cancer agent in humans. If the results of 

► these trials are as positive as is hoped, and if interferon is indeed
very effective against cancer in clinical trials, increased resources 
would of course be devoted to research on, and production of, 
interferon.

Question: Why do you propose to cut interferon research?

Answer: The contracts you refer to regarding the processing of
white blood cells amout to $400 thousand out of a total of some $20 
million committed to interferon research. The American Cancer 
Society estimates that over $100 million is spent on Interferon 
in the private sector. It is our intention, however, that there 
be no cuts in interferon research. The budget justification is in 
error in this regard.

CANCER CENTERS

Question: How many of the Cancer Centers will be affected by
these budget cuts? Will their funds be cut across the board or will 
some centers be forced to close?

Answer: The Cancer Centers Program will not be directly
affected by the FY 1981 amended budget. The Cancer Centers support 
grants will remain at the same level as contained in the original 
President's Budget.

*i
HEART INSTITUTE AND TRAINING GRANTS

Question: After all of the criticism leveled at NIH for cutting 
» training funds, why do you now propose to reduce Heart Institute

training by $3.2 million in FY 80 and $3.6 million in 81?

Answer: This was a very painful choice, necessitated by the 
decision to protect research project grants from any further reduc­
tion. Training, unfortunately, was the only area in which there 
were substantial uncommitted funds in 1980 at the time of the rescis­
sion proposal. This occurred only because the normal cycle of 
training support finds almost all awards made in June of each fiscal 
year. Thus, competing Individual and Institutional NRSA's were 
reduced by $3.2 million in 1980, and their continuation costs of 
$3.6 million were correspondingly reduced from the 1981 budget.

Question: How many training slots will be lost as a result in 
each year? How many individual new and competing awards will be 
made?

64-130 0 - 8 0 - 4



Ans wer : In  1980, 16 2 fe w er t r a i n e e s  w i l l  be  s u p p o r te d . In
1981, 17 4 fe w er t r a i n e e s  w i l l  be  su p p o r te d . NHLBI w i l l  s u p p o r t 144 
new In d iv id u a l  t r a i n e e s  a t  th e  19 80  r e s c i s s i o n  l e v e l ,  a d e c re a s e  o f 
40  from  th e  o r i g in a l  19 80  b u d g e t.  No new  I n d iv id u a l  o r  I n s t i t u t i o n a l  
fe ll o w s  wou ld  be  su p p o rte d  a t  th e  o r i g in a l  o r  r e v is e d  198 1 budget 
l e v e l s .

Q u e s ti o n : Much p ro g re s s  i s  b e in g  made in  o u r f i g h t  a g a in s t
h e a r t  a t t a c k ,  s t r o k e  an d h ig h  b lo o d  p r e s s u r e .  1 8 8 ,6 23  A m er ic an s d ie d  
of s t r o k e  in  1976 , b u t t h i s  was  7 1 ,0 0 0  fe w er d e a th s  th a n  in  19 68 . 
Th ro ug h e d u c a t io n ,  r e s e a r c h ,  an d p u b l ic  h e a l t h  pro gra m s we a re  b e g in ­
n in g  to  t u r n  th e  t i d e .  How ev er , t h e r e  i s  s t i l l  v e ry  much t h a t  needs 
to  be  d o n e . The H e a r t , Lun g,  an d Blood  I n s t i t u t e  s t u d i e s  th e  
d i s e a s e s  t h a t  a r e  r e s p o n s ib le  f o r  fo u r  o f th e  10 le a d in g  c a u s e s  of 
d e a th  in  th e  U .S . A gain , how can  yo u j u s t i f y  mak in g c u ts  in  t h i s  
pro gr am ?

Ans wer : I t  i s  t r u e  t h a t  much re m a in s to  be  done. Th e r e v is e d
b u d g e ts  f o r  19 80  an d 198 1 p ro v id e  i n c r e a s e s  f o r  th e  NHLBI. The 
r e v is e d  19 80  b u d g e t i s  $14.1  m i l l io n  ab ov e th e  com para b le  19 79  bu d g e t 
The  r e v is e d  1981  b udget i s  an  in c r e a s e  o f  n e a r ly  $12 .2  m i l l io n  ov er 
th e  r e v is e d  19 80  b u d g e t.  Thes e i n c r e a s e s  r e f l e c t  th e  p r i o r i t y  th e  
a d m in i s t r a t io n  g iv e s  to  th e s e  im p o r ta n t a r e a s  o f r e s e a r c h ,  ev en  
d u r in g  ti m e s  of ec on om ic  d u r e s s .

Q u e s ti o n : In  th e  P r e s i d e n t ’ s o r i g in a l  r e q u e s t  f o r  NHLBI, fu nds
w er e a v a i l a b l e  to  fu nd o n ly  601 g r a n ts  a f t e r  fu n d in g  o n ly  596 in  
1980. T h is  e q u a ls  a b o u t 20% o f  th o se  g r a n ts  w hi ch  w er e ap p ro ved  f o r  
fu n d in g . W ith  th e  a d d i t i o n a l  c u ts  p ro p o se d  by th e  A d m in is tr a t io n , 
th e  nu mber o f  g r a n ts  fu nded  w i l l  f a l l  ev en  f u r t h e r  b e h in d . Can you 
t e l l  me how many g r a n ts  you e x p e c t w i l l  be  fu nded  in  FY 80 a s  w e ll  
a s  in  FY 81?

Ans wer : The a d m in i s t r a t io n  has p ro p o se d  no c u ts  in  r e s e a r c h  
p r o j e c t  g r a n ts  i n  i t s  19 80  r e s c i s s i o n  an d 1981 r e v is io n  b u d g e ts .
Th e p r e s e r v a t io n  of r e s e a rc h  p r o j e c t  g r a n ts  c o n ti n u e s  to  en jo y  to p  
p r i o r i t y  in  th e s e  b u d g e ts  p re s e n te d  b e fo re  y ou , a s  w e ll  a s  i n  th e  
p re v io u s  19 80  an d 198 1 b u d g e ts .

T hus,  th e  nu m be rs  q u o te d  wou ld  re m ain  th e  sa m e:  596  com peti ng  
r e s e a r c h  p r o j e c t  g r a n t s ,  r e p r e s e n t in g  25% o f  th o se  ap p ro ved  f o r  
fu n d in g , wou ld  be  aw ar ded  in  1980; 601 com peti ng  r e s e a r c h  p r o j e c t  
g r a n t s ,  r e p r e s e n t in g  20% o f th o se  ap pro ved  f o r  fu n d in g , wou ld  be  
aw ar ded  in  1981 .

EMERGENCY MEDICAL SERVICES

Q u e s ti o n : The A d m in is tr a t io n  h a s  p ro p o se d  r e s c in d in g  
$ 1 5 ,9 0 0 ,0 0 0  from  th e  b u d g e t f o r  Emerge nc y M ed ic a l S e r v ic e s .  T h is  
w ou ld  le a v e  $26  m i l l io n  f o r  th e  re m a in d e r  o f  19 80 . In  FY 1981, th e  
A d m in is tr a t io n  o r i g i n a l l y  re q u e s te d  $ 2 6 .5 , a c u t o f  a p p ro x im a te ly  
$16 m i l l io n .  Now th e  r e v is e d  b u d g e t w ould  c u t an  a d d i t i o n a l  
$5 m i l l io n .  I t  i s  c l e a r  th e  A d m in is tr a t io n  i s  a tt e m p t in g  to  phase  
o u t t h i s  p ro gra m  even  th ough C o n g re ss  h as c l e a r l y  in d ic a te d  i t s  
s u p p o r t . I know t h a t  in  my own S ta te  o f  In d ia n a  we have two v e ry  
good  p ro gra m s t h a t  hav e been  in s t r u m e n ta l  i n  im p ro v in g  th e  q u a l i t y  
o f  em er gen cy  h e a l t h  c a re  s e r v i c e s .  Why i s  th e  A d m in is tr a t io n  
a tt e m p t in g  to  p h ase  o u t t h i s  pr ogra m ?

Ans wer : The A d m in is t r a t io n ’s  p ro p o se d  r e s c i s s i o n  o f  $15 .9  
m i l l io n  in  19 80  w ould  re d u ce  fu n d in g  f o r  Em erge nc y M ed ic a l S e rv ic e s



from $39.6 million to $23.7 million. Emergency Medical Services 
research is funded at the conference level of $3.0 million, and 
those funds appear in the budget of the Office of the Assistant Secretary of Health (OASH). In 1981 the Administration’s proposed 
budget reduction of $5.4 million would reduce funding for 
Emergency Medical Services to $ 21.1 million. Research activities 
would continue to be funded at $3.0 million in the OASH budget.

The Emergency Medical Services program is already a highly 
visible and useful health program. However, efforts to keep health 
•spending within manageable levels and to meet priority health care funding needs with limited resources, require a decrease in the 
Federal funding may well be balanced by increases in State and local 
financial support to local,.which is already significant in this 
program.

Our current plan emphasizes the completion of fundi ife for the 
maximum number of those qualified EMS regions that are in the 
process of developing a basic life support (section 1203) 
capability. It is fully expected that this level of support for 
section 1203 will enable the program not to place at risk any 
regional systems during their basic life support development process. 
A sufficient number of regional systems (88 out of 304) have 
received Federal support under Title XII to demonstrate the 
feasibility and the benefits of building an advanced life support 
(section 1204) capability. Those systems that have not completed 
advanced life support should continue their development through 
State and local government funding.

Question: It is my understanding that it takes 4 years to
implement a regional EMS program - yet your Department is attempting 
to phase out programs in the middle of this cycle. Wouldn't it make 
more sense to allow the 4 year cycles to be adequately funded so 
that our original investments would not be in vain?

Answer: Under normal circumstances, eligibility for grants 
exists for 5 years, not 4. The first year is for planning and 
feasibility studies (section 1202); the second and third for 
developing Basic Life Support systems and the fourth and fifth year 
for developing Advanced Life Support capability.

A major portion of the program has already completed the 
development of Basic Life Support systems. The 3 year funding 
plan is designed to continue current grantees to a logical con­
clusion emphasizing this level of capability.

We feel that those programs that are in the process of 
developing Advanced Life Support will continue to make progress 
through funds provided by State and local governments.

Question: How can you reasonably expect a regional EMS to obtain 
alternative funding on such short notice? If a phaseout becomes 
reality, wouldn't it have been better to at least let regional 
programs complete the phase of the program they are in the middle of
Answer: The 3 year phaseout plan was originally proposed by the 
Administration and submitted to the Congress in the FY 1980 budget 
request. The Administration has not altered its intent to phaseout 
Federal support of Title XII grants in FY 1982. The orderly 3 year 
phaseout plan that we have proposed which emphasizes completion of
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b a s ic  l i f e  su p p o r t sy s te m s ( s e c t i o n  1 2 0 3 ),  w i l l  n o t le a v e  an y of  
th e s e  sy s te m s in  th e  mod dle o f t h e i r  p ro gra m  d ev elo p m en t.

Q uest io n : The P re s id e n t ha s pr op os ed  a r e s c is s io n  in  th e  Emerge ncy 
M ed ical S e rv ic e s  prog ram o f $1 5. 9 fo r  FY 1980 , b ri n g in g  fu ndin g down 
to  $2 3.7 m ill io n . The P r e s id e n t 's  bud ge t re q u e s t fo r  f i s c a l  year 
1981 would fu r th e r  re duce  fu ndin g fo r  EMS to  $21 m ill io n .

-  What w i l l  be th e  e f f e c t  o f t h i s  prog ram c u t?

-  Don’ t  you  co n s id e r th i s  a p r i o r i t y  prog ram anymor e?

Answe r: The pr op os ed  fu nd in g fo r th e  EMS prog ram would  r e s u l t  in  an 
o rd e r ly  phas eo ut w hil e  em ph as iz in g th e  com ple ti on  o f  fu ndin g fo r  th e  
maximum number o f th o se  q u a li f ie d  EMS re g io n s  th a t  a re  in  th e  p ro cess 
o f develo p in g  a b a s ic  l i f e  su ppo rt  ( s e c ti o n  1203) c a p a b i l i t y .  I t  i s  
f u l ly  expec te d  th a t  t h i s  le v e l o f su ppo rt  fo r  s e c ti o n  1203 w i l l  
enab le  th e  prog ram not to  p la ce  a t  r i s k  any  re g io n a l sy st em s du ri ng  
t h e i r  b a s ic  l i f e  su ppo rt  de ve lopm en t p ro c e s s . A s u f f i c i e n t  number o f 
re g io n a l sy st em s (88  o u t o f 304) ha ve  re c e iv e d  F ed e ra l su ppo rt  un de r 
T i t l e  XII to  dem onst ra te  th e  f e a s i b i l i t y  and th e  b e n e f i ts  o f b u il d in g  
an ad va nc ed  l i f e  su ppo rt  ( s e c ti o n  1204) c a p a b i l i t y .  The e f f e c t  o f 
t h i s  pro gram  c u t i s  th a t  re g io n a l EMS sy st em s w i l l  no lo n g e r re c e iv e  
d i r e c t  F ed e ra l suppo rt  fo r th e i r  de ve lopm en t o f  ad va nc ed  l i f e  su ppo rt  
a c t i v i t i e s .

I t  i s  ou r b e l i e f  th a t  em erg ency m ed ic al  s e rv ic e s  i s  a h ig h ly  v i s ib l e ,  
u s e f u l,  and  h ig h p r i o r i t y  h e a lt h  pr og ra m . However , e f f o r t s  to  ke ep  
h e a lt h  sp en di ng  w it h in  man ag ea ble le v e l s  and  to  meet p r i o r i t y  h e a lt h  
c a re  fu nd in g ne ed s w ith  li m it e d  re s o u rc e s , re q u ir e  a dec re ase  in  th e  
F ed e ra l su ppo rt  o f th e  pr og ram. S in ce  S ta te s  and  l o c a l i t i e s  ha ve  
a lr e a d y  in v e s te d  h e a v il y  in  EMS s e r v ic e s , t h i s  d ecre ase  may w ell  be 
bal anced  by a n o ti c e a b le  in c re a se  in  th e  S ta te  and  lo c a l f in a n c ia l 
su ppo rt  to  lo c a l Emerge ncy M ed ical  S e rv ic e s  pr og ra m s.  I t  i s  pro bab ly  
f a i r  to  assume th a t  u lt im a te  EMS im ple m enta ti on  th ro ughou t th e  
coun tr y  do es  no t depend  on a h ig h le v e l o f  F ed e ra l fu ndin g as  ha s 
be en  pro v id ed  h e re to fo re .

BLACK LUNG

Q u e s ti o n : Wha t w i l l  be  th e  e f f e c t  o f  y o u r fu n d in g  
c u tb a c k s  f o r  B la ck  Lung C l in ic s  i n  b o th  f i s c a l  y e a r  1980  an d 
f i s c a l  y e a r  1981 ? W il l t h i s  mean t h a t  some m in e rs  who ne ed  
s e r v i c e s  w o n 't  g e t se rv ed ?  I f  s o ,  how many an d in  w hat  S ta te s ?

Ans wer : The  e f f e c t  o f  th e  fu n d in g  c u tb a c k  f o r  B la ck  Lung
C l in ic s  i n  f i s c a l  y e a r  19 80  i s  t h a t  a p p ro x im a te ly  30 new c l i n i c s  
(2 7 r u r a l  an d 3 u rb a n )  w it h  a s e r v ic e  c a p a c i ty  o f  18 ,0 00  m in e rs , 
w i l l  n o t be  fu nded  in  19 80. As a r e s u l t ,  1 0 ,0 00  fe w er  m in e rs  
w i l l  r e c e iv e  s e r v i c e s  su ch  a s  th e  a n a l y s i s ,  e x a m in a ti o n , and 
t r e a tm e n t  o f  r e s p i r a t o r y  o r  pu lm onary  im p a ir m en ts  in  f i s c a l  y e a r  
19 80 . The nu m be r o f  c e n te r s  w i l l  be  m a in ta in e d  a t  th e  197 9 l e v e l  
o f  75 , an d t h e r e  wou ld  be  an  in c r e a s e  i n  c a p a c i ty  o f  an d in
u s e r s  o f  9 ,5 0 0  o v e r  th e  1979 l e v e l .

The e f f e c t  o f  th e  fu n d in g  c u tb a c k  f o r  1981 i s  t h a t  
a p p ro x im a te ly  30 new c l i n i c s  (2 7 r u r a l  an d 3 u rb an ) w it h  a s e r v ic e  
c a p a c i ty  o f  18 ,0 00  m in e rs  w i l l  n o t be  fu nded  in  f i s c a l  y e a r  198 1 
a s a r e s u l t ,  10 ,5 0 0  fe w er  p e rso n s  w i l l  r e c e iv e  s e r v i c e s  in  19 81 . 
P ro p o sed  fu n d in g  w i l l  in c r e a s e  c a p a c i ty  by  6 ,0 0 0 , u s e r s  by  1 4 ,5 0 0 ,
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an d c l i n i c s  by  15 ( f o r  a t o t a l  o f  90 ) o v e r  th e  r e v is e d  1980 
b u d g e t l e v e l s .

I t  h a s  been  fo un d t h a t  B la ck  Lung C l in i c s ,  a f t e r  t h e i r  
f i r s t  y e a r  o f  F e d e ra l fu n d in g , c an  c o n ti n u e  f o r  two su b seq u e n t 
y e a rs  w it h  re d u ced  l e v e l s  o f  F e d e ra l  fu n d in g , an d a t  th e  same 
ti m e  in c r e a s e  s e r v i c e s  to  a d d i t i o n a l  p e r s o n s . S p e c i f i c a l l y ,  
d u r in g  th e  se cond  y e a r  o f  c l i n i c  o p e r a t io n s ,  a p p ro x im a te ly  50 
p e rc e n t  o f  th e  o p e r a t in g  c o s t s  w i l l  be fu nded by  t h i r d  p a r ty  
re im b u rse m e n ts . D uri ng  th e  t h i r d  y e a r ,  t h i s  r a t e  w i l l  im pro ve to  
60 p e rc e n t  and f u l l  c a p a c i ty  w i l l  be  r e a c h e d .

The r a p id  advance  o f  t h i r d  p a r ty  fu n d in g  can  be  a t t r i b u t e d  
p r im a r i ly  to  d i s a b i l i t y  b e n e f i t s  t h a t  a r e  a v a i l a b l e  to  m in e rs  
w it h  B la ck  I.ung C l in ic s  p ro v id in g  o u tr e a c h  s e r v i c e s  t h a t  a s s i s t  
m in e rs  in  o b ta in in g  d i s a b i l i t y  b e n e f i t s .

NATIONAL HEALTH SERVICE CORPS

Q u e s ti o n : In  y o u r Ja n u a ry  b u d g e t p ro p o sa l yo u re q u e s te d  a
su p p le m e n ta l f o r  th e  N a ti o n a l H e a lt h  S e rv ic e  C orp s o f  $10 .8  
m i l l io n  f o r  f i s c a l  19 80 . In  y o u r  r e v is e d  Marc h b u d g e t you 
re d u ced  t h a t  su p p le m e n ta l to  $ 1 .1  m i l l io n  —  $9 .7  m i l l io n  l e s s  
th a n  yo u o r i g i n a l l y  p ro p o se d . What w i l l  be  th e  e f f e c t  o f  t h i s  
r e d u c t io n  on p la cem en t o f  a l l  C orp s o b l ig e e s  a l r e a d y  in  th e  
p i p e l i n e :  In  o th e r  w o rd s , w i th o u t  th e  su p p le m e n ta l o f  $1 0 .8
m i l l i o n ,  w i l l  th e r e  be  s u f f i c i e n t  fu n d s t o  su p p o r t th e s e  Cor ps  
p e o p le  i n  t h e i r  p ay -b ack  o b l ig a t i o n  o r  w i l l  th e y  r e c e iv e  a f r e e  
e d u c a ti o n  an d n o t  owe th e  govern m ent a n y th in g ?

Ans wer : The P r e s i d e n t 's  r e v is e d  1980  b u d g e t r e q u e s t  o f
1 ,9 5 0  a s s ig n e e s  an d $71 .6  m i l l io n  w i l l  a ll o w  th e  p la cem en t o f  
b o th  new  s c h o la r s h ip  an d new v o lu n te e r  a s s ig n e e s .  At t h i s  l e v e l ,  
a l l  s c h o l a r s h ip  r e c i p i e n t s  w i l l  be  p la c e d  -  no ne  w i l l  be r e le a s e d  
from  t h e i r  p ay -b ack  o b l ig a t i o n s .

MATERNAL AND CHILD HEALTH

Q u e s ti o n : In  Ja n u a ry  yo u p ro p o se d  $31 m i l l io n  f o r  
M a te rn a l an d C h il d  H e a lt h  r e s e a r c h  an d t r a i n i n g  f o r  f i s c a l  1981 , 
s l i g h t l y  l e s s  th a n  th e  am ou nt  a l l o c a t e d  in  f i s c a l  y e a r  19 80 .
Yo ur r e v is e d  b u d g e t wou ld  c u t  th e  f i s c a l  1980  a p p r o p r i a t i o n  by  $6 
m i l l io n  an d d e c re a s e  th e  p ro p o se d  f i s c a l  1981 f ig u r e  by  $7 
m i l l io n  b r in g in g  fu n d in g  f o r  f i s c a l  y e a r  198 1 f a r  belo w  t h a t  o f  
19 80 . How do  yo u e x p e c t th e  p ro gra m s su p p o r te d  by  M a te rn a l an d 
C h il d  H e a lt h  r e s e a r c h  an d t r a i n i n g  t o  a b so rb  su ch  d r a s t i c  c u ts ?

Ans wer : In  1980  th e  M a te rn a l an d C h il d  H e a lt h  (MCH) 
R ese arc h  pro gra m  w i l l  be  re d u ce d  from  $ 5 .3  m i l l io n  to  $ 4 .3  
m i l l i o n .  The 19 79  fu n d in g  l e v e l  was  $ 5 .3  m i l l i o n .  T h is  
r e d u c t io n  o f  $ 1 .0  m i l l io n  me ans t h a t  p r o j e c t s  fu nded  w i l l  be  
re d u ce d  by  11 , from  55 to  44. The p ro p o se d  r e s c i s s i o n  o f  $ 2 .0  
m i l l io n  in  1981 w i l l  p ro v id e  $ 3 .3  m i l l io n  to  s u p p o r t 33 p r o j e c t s .

m i l l io n  
In  1980

In  1980  th e  T ra in in g  pro gra m  w i l l  be  re d u ce d  fr om  $ 2 6 .5  
to  $ 2 1 .5  m i l l i o n .  The 1979  fu n d in g  l e v e l  wa s $2 6 .9  m i l l io n ,  
th e  p ro gra m  w i l l  c o n ti n u e  t o  s u p p o r t ,  a t  l e s s e r  am o un ts , a l l
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21 U n iv e r s i ty  A f f i l i a t e d  C e n te r s , 11 P e d i a t r i c  Pulm onar y C e n te r s , 
an d th e  28 A l l ie d  H e a lt h  d i s c i p l i n e s  t h a t  r e c e iv e d  s u p p o r t in  1979 . 
At th e  re d u ced  fu n d in g  l e v e l  th e  nu mbe r o f  p e rs o n s  t r a i n e d  w i l l  
d e c re a s e  by  1 ,8 94  bel ow  th e  197 9 l e v e l  g o in g  fr om  7 ,8 88  to  5 ,9 94  
p e rso n s  t r a i n e d .  In  1981 su p p o r t f o r  a l l  U n iv e r s i ty  A f f i l i a t e d  an d 
P e d i a t r i c  Pulm onar y C e n te rs  w i l l  be  c o n ti n u e d . W hi le  th e r e  may be 
a s l i g h t  d e c re a s e  in  th e  nu mber o f  a l l i e d  h e a l t h  d i s c ip l i n e s  
su p p o r te d  th e  o v e r a l l  nu mber o f p e rso n s  t r a i n e d  by  th e  pro gra m  w i l l  
be  m a in ta in e d  a t  th e  r e v is e d  1980 l e v e l  o f  5 ,9 9 4  p e r s o n s , w hic h 
r e p r e s e n t s  an  in c r e a s e  o f  2 ,9 54  p e r s o n s , o r  97 p e r c e n t ,  o v e r th e  
3040 p e rso n s  t r a i n e d  i n  th e  p ro gra m  in  19 77 .

Q u e s ti o n : Wha t e f f e c t  w i l l  th e s e  d e c re a s e s  have on  th e  
U n iv e r s i ty  A f f i l i a t e d  F a c i l i t i e s  (UAF) pro gra m  an d th e  th o u san d s  
o f  p a t i e n t s  who r e c e iv e  s e r v ic e s ?

Ans wer : T her e  i s  no  do u b t t h a t  th e  d e c re a s e  o f  $5 m i l l io n  
(a p p ro x im a te ly  20 p e r c e n t)  in  th e  t r a i n i n g  pro gra m  w i l l  re d u ce  
s e r v ic e s  t o  m u lt ip ly -h a n d ic a p p e d  c h i l d r e n .  We s h a l l  se ek  to  
m in im iz e  th e  e f f e c t  a s  much a s  p o s s ib l e .  Fundin g  r e d u c t io n s  w i l l  
be  made so  a s  t o  p re s e rv e  a l l  e x i s t i n g  c e n t e r s ,  w it h  a s  many h ig h  
q u a l i t y  s e r v i c e s  a s  p o s s ib le  to  th e  l a r g e s t  nu mbe r o f  c h i l d r e n .
I t  can  be  e x p e c te d , how ever , t h a t  th e  nu mbe r o f  c h i l d r e n  se rv e d  
w i l l  d e c re a s e  in  UAFs from  an  e s t im a te d  59 ,0 0 0  to  an  e s t im a te d  
4 7 ,2 0 0 .

Q u e s ti o n : Yo ur  p ro p o se d  $6 m i l l i o n  r e s c i s s i o n  f o r  
r e s e a r c h  an d t r a i n i n g  w i l l ,  we a r e  t o l d ,  re d u ce  r e s e a r c h  from  55 
to  44  p r o j e c t s  an d t r a i n i n g  from  7 ,8 8 8  p e rso n s  to  5 ,9 9 4 . Which 
p r o j e c t s  a r e  t o  be  c u t  u n d e r y o u r p ro p o sa l?

Ans wer : P r o je c t s  w i l l  be re d u ce d  o r  te rm in a te d  on  a
s e l e c t i v e  b a s i s  fo ll o w in g  th e  g e n e ra l  c r i t e r i a  t h a t  a ll o w  th o se  
r e s e a r c h  p ro p o s a ls  w hic h a r e  n e a r in g  c o m p le ti o n  an d w hi ch  sho w 
g r e a t e r  p ro m is e  to  c o n ti n u e  to  c o m p le ti o n . A ls o , p r o j e c t s  w hi ch  
a re  i n  th e  D e p a r tm e n t' s  h ig h  p r i o r i t y  a r e a ,  i . e . ,  r e g io n a l i z e d  
c a r e  s y s te m s , a d o le s c e n t  h e a l t h  an d th e  e f f e c t  o f  h a n d ic a p p in g  
c o n d i t io n s  on  th e  fa m ily , wou ld  be  c o n ti n u e d . We h ave  now ta k e n  
th e s e  m a t te r s  u n d e r c o n s id e r a t io n  in  th e  f u tu r e  fu n d in g  o f  th e  
p ro gra m .

No UAFs an d P e d i a t r i c  Pulm onar y C e n te rs  (PP Cs ) t r a i n i n g  
p r o j e c t s  w i l l  be  e l im in a te d .  How ev er , fu n d in g  f o r  a l l  c e n te r s  w i l l  
be  re d u c e d . T h is  w i l l  r e s u l t  in  fe w er p e rso n s  r e c e iv in g  s e r v i c e s .

Q u e s ti o n : W il l th e y  be  a b le  t o  f in d  fu n d in g  e ls ew h e re ?

Ans wer : We a r e  h o p e f u l ,  b u t  c a n n o t g u a ra n te e  t h a t  o th e r  
fu nds w i l l  be co me a v a i l a b l e .

O u e s ti o n : On t r a i n i n g ,  how w i l l  y o u r p ro p o se d  r e d u c t io n  
a f f e c t  m o th e rs , c h i l d r e n  an d c r ip p l e d  c h i ld r e n ?

Ans wer : T her e  a r e  two e f f e c t s  on  m o th e rs  an d c h i ld r e n .
In  th e  im m edia te  f u t u r e ,  an  e s t im a te d  20 p e rc e n t  fe w er p a t i e n t s  
w i l l  be  se rv e d  an d a l l  o f  th e s e  a r e  h an d ic ap p e d  c h i l d r e n .  The 
lo n g - te rm  e f f e c t  i s  t h a t  fe w er  h e a l t h  p r o f e s s io n a l s  w i l l  be  
t r a i n e d  t o  p ro v id e  s e r v i c e s  t o  m o th e rs  an d c h i l d r e n .

Q u e s ti o n : W il l an y o f  th e s e  g ro u p s be  a f f e c te d  
d i s p r o p o r t io n a t e ly ?
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Ans wer : R ese arc h  p r o j e c t s  w hic h a re  c o n s id e re d  by th e
D ep ar tm en t to  be h ig h  p r i o r i t y  w i l l  be  c o n ti n u e d . For ex am ple , 
we wou ld  c o n ti n u e  t o  g iv e  p r i o r i t y  to  p r e v e n t io n .  C o n c e iv ab ly , 
c e r t a i n  ty p e s  o f  r e s e a r c h  co u ld  be  te rm in a te d .

We in te n d  t h a t  no  p a r t i c u l a r  g ro u p  o f  p ro gra m s w i l l  be  
d i s p r o p o r t io n a t e l y  a f f e c t e d ,  a lt h o u g h  th e  c u ts  may n o t  be  
e n t i r e l y  u n if o rm  a c r o s s  th e  b o a rd . We s h a l l  c o n ti n u e  to  s u p p o r t 
UAFs, P e d i a t r i c  Pul m on ar y C e n te r s , a d o le s c e n t  p r o j e c t s  an d 
i n t e r d i s c i p l i n a r y  t r a i n i n g  p ro g ra m s, in  an  a tt e m p t to  keep  th e  
p ro gra m  in  r e l a t i v e  b a la n c e ,

FAMILY PLANNING

Q u e s ti o n : The  Fam il y  P la n n in g  Pro gr am  i s  a v e ry  im p o r ta n t
a l t e r n a t i v e  t o  a b o r t io n  an d y e t  yo u p la n  t o  c u t  b ack  fu n d in g  i n  
b o th  19 80  an d 1981 . What i s  th e  r e a s o n  f o r  t h i s ?

Ans wer : The  Fam il y  P la n n in g  pro gra m  h a s  made a 
s i g n i f i c a n t  c o n t r i b u t io n  to  re d u c in g  unw ante d  p r e g n a n c ie s , an d we 
b e l i e v e  t h a t  i t  w i l l  c o n ti n u e  to  do  s o .  We b e l i e v e  t h a t  e f f o r t s  
t o  im pro ve t h i r d  p a r ty  an d d i r e c t  p a t i e n t  b i l l i n g ,  co m bi ne d w it h  
c o n t r o l l i n g  a d m in i s t r a t i v e  c o s t s  an d im pro ved  p r o d u c t i v i t y ,  w i l l  
m in im iz e  th e  e f f e c t s  o f  d e c re a s e d  g r a n t  fu n d s .

I t  m ust  be  n o te d  t h a t  th e  1980 r e v is e d  b u d g e t o f  
$ 1 5 5 ,0 0 0 ,0 0 0  s t i l l  r e p r e s e n t s  a $ 2 0 ,0 0 0 ,0 0 0  in c r e a s e  o v e r  th e
197 9 l e v e l .  An a d d i t i o n a l  $ 7 ,0 4 7 ,0 0 0  w i l l  be ad ded  u n d e r th e  
r e v is e d  1981 b u d g e t,  f o r  a t o t a l  o f  $ 1 6 2 ,0 4 7 ,0 0 0 . T hus,  pr og ra m  
fu nds a r e  b e in g  in c r e a s e d  even  u n d e r  th e  r e v is e d  p r o p o s a ls .

Q u e s ti o n : What i s  y o u r r a t i o n a l e  f o r  r e s c in d in g  f i s c a l  
y e a r  1980  fu n d s  f o r  37 co mmun ity  e d u c a ti o n  p r o j e c t s ?

Ans wer : G iv en  a v a i l a b l e  fu n d s , th e  d e c i s io n  wa s made n o t
to  re d u c e  b a s i c  fa m il y  p la n n in g  c l i n i c  s e r v i c e s ,  b u t  to  c a n c e l 
e x p a n s io n  a c t i v i t i e s  i n  co mmun ity  e d u c a ti o n .

Q u e s ti o n : What im pact w i l l  t h i s  c u t  back  in  fu n d in g  in
1980  an d 1981 have on  th e  e f f o r t  to  h o ld  down  p re g n a n c ie s  among 
low in co me women an d te e n a g e  g i r l s ?

Ans wer : The pro ble m  o f  unw an te d p re g n a n c ie s  i s  co m pl ex
an d we a tt e m p t to  answ er t h a t  p ro b le m  by  u s in g  m u l t i p le  pro gra m  
r e s o u r c e s .  We b e l i e v e  t h a t  o u r  e f f o r t s  to  im pro ve th e  q u a n t i t y  
an d q u a l i t y  o f  fa m il y  p la n n in g  s e r v i c e s  p ro v id e d  th ro u g h  th e  
M a te rn a l an d C h il d  H e a lt h  p ro g ra m , th e  Community an d M ig ra n t 
H e a lt h  C e n te rs  p ro g ra m s, an d th e  N a ti o n a l H e a lt h  S e rv ic e  C orp s 
w i l l  co m pensa te  f o r  th e  s l i g h t  r e d u c t io n  in  th e  fu n d s  r e q u e s te d  
u n d e r th e  T i t l e  X a u t h o r i t y .

Q u e s ti o n : Wha t p o s i t i v e  r e s u l t s  can  yo u sho w from  y o u r 
p r o j e c t s  in v o lv in g  m ale s?

Ans wer : R ese arc h  h a s  shown t h a t  com m unic ati on  an d 
u n d e r s ta n d in g  b e tw een  s e x u a l p a r tn e r s  i s  more im p o r ta n t to  th e  
e f f e c t i v e  u se  o f  c o n tr a c e p t io n  th a n  th e  a v a i l a b i l i t y  o f  an y on e 
m et hod . Men h ave  c o n s id e r a b le  in f lu e n c e  o v e r  th e  e f f e c t i v e  u se  
o f  c o n t r a c e p t io n  i n  a r e l a t i o n s h i p .  Mo st o f  th e  F am il y  P la n n in g
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p r o j e c t s  in v o lv in g  m ale s have b een  o p e r a t io n a l  f o r  more th a n  on e 
y e a r .  The  d a ta  r e p o r te d  by  th e s e  p r o j e c t s  i n d i c a t e  m a le s a re  
v e ry  r e c e p t iv e  to  c o u n s e li n g  an d e d u c a t io n a l  e f f o r t s .  T h is  
co n ce p t a l s o  in c lu d e s  e f f o r t s  to  i n c r e a s e  m al e  aw are n ess  an d 
u n d e rs ta n d in g  a b o u t t h e i r  own s e x u a l i t y .  T h is  s u p p o r t iv e  r o l e  in  
th e  r e l a t i o n s h i p s  w i l l  r e s u l t  in  mor e e f f e c t i v e  c o n t r a c e p t o r s .

Q u e s ti o n : What w i l l  be th e  e f f e c t  o f  r e s c in d in g  f i s c a l  
y e a r  1980 fu n d s f o r  15 new m al e an d Jo b  C orp s p r o je c ts ?

Ans wer : The  D e p a rtm e n t' s  i n i t i a t i v e  to  h e lp  p re v e n t
i n i t i a l  an d r e p e a te d  un w an te d p re g n a n c ie s  among  a d o le s c e n ts  i s  in  
k e e p in g  w it h  th e  p h il o so p h y  an d i n t e n t  o f  th e  Jo b C o rp s,  w hic h in  
a d d i t i o n  t o  p ro v id in g  jo b  t r a i n i n g  an d wo rk  s k i l l s ,  i s  com m it te d  
to  h e lp in g  yo un g p e o p le  be come r e s p o n s i b l e ,  p ro d u c ti v e  c i t i z e n s .
As a r e s u l t  o f  th e  1980  r e s c i s s i o n ,  s p e c ia l  a c t i v i t i e s  i n  fa m il y  
p la n n in g  c o u n s e li n g  an d e d u c a t io n a l  s e r v i c e s  w i l l  n o t  be  p ro v id e d  
to  c e r t a i n  Jo b  Cor ps  s i t e s .  L im it e d  c o n t r a c e p t iv e  s e r v i c e s  w i l l  
re m a in  a v a i l a b l e  th ro u g h  th e  pro gra m  o f  m e d ic a l s e r v i c e s  co v ere d  
by  th e  Jo b  C o rp s.  The r e v is e d  1980  r e q u e s t  w i l l  s u p p o r t 32 p r o j e c t s  
( in c lu d in g  15 new p r o j e c t s ) .

Q u e s ti o n : Why do  yo u g e t  i n to  th e  i n f e r t i l i t y  an d n a tu r a l  
c h i l d b i r t h  a re a s ?

Ans wer : P u b li c  Law 91-5 72 (F am il y  P la n n in g  S e rv ic e s  an d 
P o p u la ti o n  R ese arc h  Ac t o f  19 70 ) a s  am en de d,  r e q u i r e s  u n d er 
s e c t i o n  100 1 t h a t  p r o j e c t s  r e c e iv in g  T i t l e  X fu nds s h a l l  o f f e r  a 
b ro a d  ra n g e  o f  a c c e p ta b le  an d e f f e c t i v e  fa m il y  p la n n in g  m et hods 
an d s e r v i c e s  ( in c lu d in g  n a tu r a l  fa m il y  p la n n in g  m eth o d s,  
i n f e r t i l i t y  s e r v i c e s ,  an d s e r v i c e s  f o r  a d o le s c e n t s ) .  The pr og ra m  
d oes n o t  p ro v id e  f o r  s e r v ic e s  r e l a t i v e  to  n a tu r a l  c h i l d b i r t h  
a r e a s .

Q u e s ti o n : The Ja n u a ry  b u d g e t r e q u e s t  f o r  Fam il y  P la n n in g
was $176 .9  m i l l i o n .  The r e v is e d  f i s c a l  y e a r  1981  b u d g e t r e q u e s t  
i s  $162  m i l l i o n .  The a p p r o p r ia t io n  f o r  t h i s  pro gra m  f o r  f is c a l . 
198 0 i s  $1 65 , o f  w hi ch  th e  P r e s id e n t  h a s  su g g e s te d  a r e d u c t io n  o f  
$10 m i l l i o n .  How wou ld  th e  Fam il y  P la n n in g  p r o j e c t s  a b so rb  su ch 
c u ts ?

Ans wer : The  r e d u c t io n s  w i l l  n o t  a f f e c t  e x i s t i n g  fa m il y  
p la n n in g  p r o j e c t s .  S p e c i f i c a l l y ,  th e  1980  p ro pose d  r e s c i s s i o n  o f  
$10 m i l l io n  w i l l  me an t h a t  a u x i l i a r y  s e r v i c e s  su ch a s  5 new 
i n f e r t i l i t y  p r o j e c t s ,  15 new m al e an d Jo b Cor ps  p r o j e c t s ,  37 new 
co mmun ity  e d u c a ti o n  p r o j e c t s ,  an d 5 new  n a tu r a l  fa m il y  p la n n in g  
p r o j e c t s  w i l l  n o t be  fu nded .

The e f f e c t  o f  th e  1981 B udget  r e d u c t io n  i s  t h a t  no  
ex pan ded  e f f o r t s  in  n a tu r a l  fa m il y  p la n n in g ,  i n f e r t i l i t y  
s e r v i c e s ,  an d s e r v i c e s  to  m ale s an d r e s e a r c h  w i l l  ta k e  p l a c e .  
$ 1 2 ,1 3 8 ,0 0 0  o f  th e  1981 b u d g e t r e d u c t io n  w i l l  mean t h a t  25 new 
p r o j e c t s  to  su p p o r t a c t i v i t i e s  in  i n f e r t i l i t y  s e r v i c e s  an d 
n a tu r a l  fa m il y  p la n n in g  w i l l  n o t be  fu n d e d . Tn r e s e a r c h ,  13 new 
s e r v i c e s  d e l i v e r y  im pr ov em en t p r o j e c t s  w i l l  n o t be  s u p p o r te d ; in  
t r a i n i n g ,  60 0 fe w er  c l i n i c  s t a f f  w i l l  be  t r a i n e d ;  an d 2 new 
in fo rm a t io n  p r o j e c t s  a b o u t th e  b e n e f i t s  o f  fa m il y  p la n n in g  
s e r v i c e s  w i l l  n o t be  fu n d ed .

Q u e s ti o n : We have a t  l e a s t  fo u r  Fam il y  P la n n in g  Pro gra m s 
in  h e a l t h
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—  M a te rn a l an d C h il d  H e a lt h
—  Fam ily  P la n n in g
—  A d o le sc e n t P re gnancy
—  M edic aid

I s n ' t  t h e r e  a l o t  o f  d u p l i c a t i o n  i n  th e s e ?

Ans wer : I t  i s  t r u e  t h a t  th e s e  p ro gra m s a l l  p ro v id e  fa m il y  
p la n n in g  s e r v i c e s ,  b u t fo c u s  on  d i f f e r e n t  p o p u la t io n s .  The 
M a te rn a l an d C h il d  H e a lt h  pr ogra m  p r o v id e s  s e r v i c e s  to  p ro m ote  an d 
im pro ve th e  h e a l t h  o f  m o th e rs  an d c h i ld r e n  an d p ro v id e  fa m il y  
p la n n in g  s e r v i c e s ,  p r im a r i ly  to  women a t  th e  ti m e  o f  p o s t- p a r tu m  
c a r e .  N a ti o n w id e , o n ly  a b o u t 6 p e r c e n t  o f  T i t l e  V fu n d s  a r e  e a r ­
m arke d f o r  fa m il y  p la n n in g  s e r v i c e s .

The T i t l e  X Fam ily  P la n n in g  p ro gra m  p ro v id e s  co m p re h en siv e  
v o lu n ta r y  fa m il y  p la n n in g  s e r v i c e s  to  a d o le s c e n ts  an d women fro m 
f a m i l ie s  w i th  inco me l e s s  th an  150 p e r c e n t  o f  p o v e r ty . T h is  
pro gra m  s u p p o r ts  s e r v i c e s  a t  mor e th a n  5 ,1 00  c l i n i c  s i t e s  
n a ti o n w id e , th u s  p ro v id in g  g e o g ra p h ic a l a c c e s s i b i l i t y  to  e v e ry  
c o u n ty .

The  A d o le sc en t P re gnancy  pro gra m  p r o v id e s  a ra n g e  o f  
e d u c a t io n a l ,  s o c i a l ,  an d v o c a t io n a l  s e r v i c e s  g e a re d  to  th e  
p re g n a n t a d o le s c e n t  an d h e r  p a r tn e r .  The  g o a ls  o f  th e  pro gra m  
in c lu d e  a s s i s t i n g  th e  a d o le s c e n t  t o  c a r e  f o r  th e  c h i l d  an d to  
a ll o w  h e r  t o  re su m e e d u c a t io n a l  o r  c a r e e r  e f f o r t s  a t  th e  e a r l i e s t  
t im e . By o f f e r i n g  su ch a b ro a d  ra n g e  o f  s e r v i c e s ,  th e  pro gra m  
e x p e c ts  t o  re d u c e  f u tu r e  unw an te d p r e g n a n c ie s .

The M ed ic a id  p ro gra m  i s  a f e e - f o r - s e r v i c e  pro gra m  t h a t  
re im b u rse s  p r o v id e r s ,  in c lu d in g  fa m il y  p la n n in g  c l i n i c s ,  f o r  
m ed ic a l s e r v i c e s  re n d e re d  to  e l i g i b l e  b e n e f i c i a r i e s .  A ll  F am il y  
P la n n in g  p r o j e c t s  make e v e ry  e f f o r t  to  c o l l e c t  fu n d s  f o r  s e r v i c e s  
p ro v id ed  t o  T i t l e  XIX e l i g i b l e s .  How ev er , s in c e  many S t a te s  do  
n o t  c o v e r  m e d ic a l ly  needy  fa m il y  p la n n in g  c l i e n t s ,  th e  T i t l e  XIX 
Pr og ra m  i s  n o t  a s u f f i c i e n t  r e s o u r c e  i n  r e im b u rs in g  fo r . fa m il y  
p la n n in g  s e r v i c e s .  We do  n o t b e l i e v e  t h a t  th e r e  i s  a ’d u p l i c a t i o n  
o f  e f f o r t ;  r a t h e r  fa m il y  p la n n in g  i s  fo und a s  an  im p o r ta n t 
co m po ne nt  o f  s e v e r a l  h e a l t h  an d r e l a t e d  a c t i v i t i e s ,  a s  w e ll  a s  a 
v e ry  im p o r ta n t p ro gra m  in  i t s e l f .

COMMUNITY HEALTH CENTERS

Q u e s ti o n : In  o u r  f i s c a l  1980  co m m it te e  r e p o r t ,  we 
d i r e c t e d  t h a t  e x i s t i n g  Comm uni ty H e a lt h  C e n te rs  r e c e iv e  a d e q u a te  
fu n d in g  t o  p ro v id e  q u a l i t y  m e d ic a l c a r e  p r i o r  to  th e  fu n d in g  o f  
new  c e n t e r  g r a n t s .  Y e t,  we now f in d  t h a t  yo u a r e  p la n n in g  to  
ex pan d y o u r  p ri m a ry  h e a l t h  c a r e  p r o j e c t s  by  240  o r  b e t t e r  in  t h i s  
f i s c a l  y e a r .  What d o es t h i s  t e l l  u s  a b o u t y o u r w i l l i n g n e s s  -  o r  
u n w i l li n g n e s s  -  to  co m pl y w it h  co m m it te e  d i r e c t i v e s  on  t h i s  
m a tt e r?

Ans wer : We b e l i e v e  we co m pli ed  w it h  th e  C o m m it te e 's  
d i r e c t i v e  in  1980  on  th e  $>67.0 m i l l i o n  in c r e a s e .  Our f i r s t  
p r i o r i t y  wa s t o  p ro v id e  fu n d s  f o r  in c r e a s e d  o p e r a t io n a l  g r a n ts  to  
c e n t e r s  w hic h  w er e e x p e r ie n c in g  f i n a n c i a l  d i f f i c u l t y .  $6 .4  
m i l l io n  o f  th e  in c r e a s e  wa s a l l o c a t e d  t o  su ch p r o j e c t s .  In  
a d d i t i o n  to  t h i s  s p e c i f i c  am ount,  in c r e a s e d  t h i r d  p a r ty
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c o l l e c t i o n s  an d  r e d u c t i o n s  i n  a d m i n i s t r a t i v e  c o s t s  h a v e  e n a b le d  
u s  t o  a l l o c a t e  r e s o u r c e s  a s  n e c e s s a r y  f o r  p r o j e c t s  i n  n e e d .
A ls o , we h a v e  i n i t i a t e d  a s y s te m  o f  q u a l i t y  a s s u r a n c e  b a s e d  o n  
c l i n i c a l  i n d i c a t o r s  t o  i n s u r e  u n i f o rm  h ig h  q u a l i t y  h e a l t h  c a r e  in  
a com m unit y  b a s e d  e n v iro n m e n t  (C om m unity  H e a l th  C e n t e r ) .  T h e se  
i n d i c a t o r s  fo c u s  p r i m a r i l y  on  b a s i c  p r e v e n t i v e  s e r v i c e s ,  su c h  a s  
im m u n iz a t io n , c o n t i n u i n g  p r e v e n t i v e  h e a l t h  c a r e  and  m e d ic a l  c a s e  
m an ag em en t,  p r o v i s i o n  o f  p r e n a t a l  c a r e  s e r v i c e s  an d  f a m i ly  
p l a n n in g  c o u n s e l i n g .  We a r e  q u i t e  e n c o u r a g e d ,  th u s  f a r ,  w i th  t h e  
p e r fo rm a n c e  o f  p r o j e c t s  i n  a c h i e v i n g  c o m p lia n c e  w i th  t h e s e  
i n d i c a t o r s  a c c o r d in g  t o  t h e  t im e  f ra m e s  e s t a b l i s h e d .  H ie  b a l a n c e  
o f  t h e  1980 i n c r e a s e ,  $ 6 0 .6  m i l l i o n ,  w as  a l l o c a t e d  a s  f o l lo w s :  
$ 5 .9  m i l l i o n  t o  c o v e r  t h e  c o s t  o f  c o n v e r t i n g  t o  C om m un ity H e a l th  
C e n te r s  41  H e a l th  U n d e rs e rv e d  R u ra l  A re a s  (HURA) p r o j e c t s  w h ic h  
h ad  c o m p le te d  t h e i r  r e s e a r c h  and  d e m o n s t r a t i o n  o b j e c t i v e s ;  $ 5 4 .7  
m i l l i o n  t o  fu n d  24 0 p r o j e c t s  t h a t  w e re  d e v e lo p e d  and  a p p ro v e d  in  
f i s c a l  y e a r  1 9 7 9 . At  t h e  t im e  C o n g re s s  w as  c o n s i d e r i n g  t h e  
f i s c a l  y e a r  19 80 b u d g e t ,  i t  w as  e s t im a t e d  t h a t  t h e r e  w e re  13 2 
a p p ro v e d  b u t  u n fu n d e d  p r o j e c t s .  H ow ever,  b y  t h e  t im e  th e  f i s c a l  
y e a r  19 80  b u d g e t  w as  p a s s e d  t h a t  num ber h a d  i n c r e a s e d  t o  2 4 0 .

Q u e s t io n :  How do  you  p l a n  t o  u s e  t h e  r e d u c e d  i n c r e a s e  o f
$3 3 m i l l i o n  t h a t  you a r e  r e q u e s t i n g  i n  t h e  r e v i s e d  f i s c a l  y e a r  
19 81  b u d g e t?

A nsw er:  Th e i n c r e a s e  o f  $3 3 m i l l i o n  r e q u e s t e d  i n  19 81  
w i l l  a l lo w  $1 4 m i l l i o n  t o  o f f s e t  t h e  im p a c t o f  i n f l a t i o n  o n  some 
o f  t h e  o n - g o in g  c e n t e r s  t h a t  a r e  e x p e r i e n c i n g  f i n a n c i a l  
d i f f i c u l t i e s .  In  a d d i t i o n ,  $ 8 .7  m i l l i o n  w i l l  b e  u s e d  t o  p r o v id e  
c o n t in u e d  s u p p o r t  t o  10  H o s p i t a l  A f f i l i a t e d  P r im a ry  H e a l th  C a re  
C e n te r s  t h a t  i n i t i a t e d  t h e i r  p l a n n in g  an d  d e v e lo p m e n ta l  p h a s e  i n  
19 80  an d  w i l l  bec om e o p e r a t i o n a l  i n  1 9 8 1 . The  r e m a in in g  $ 1 0 .3  
m i l l i o n  o f  t h e  i n c r e a s e  w i l l  p r o v id e  a d d i t i o n a l  s u p p o r t  to  
p r o j e c t s  t h a t  w e re  o n  t h e  a p p ro v e d  b u t  u n fu n d e d  l i s t  i n  19 79 and  
r e c e i v e d  r e d u c e d  l e v e l s  o f  f i r s t  y e a r  f u n d in g  in  1 9 8 0 .

PRIMARY CARE RESEARCH AND DEMONSTRATION

Q u e s t io n :  Y ou r J a n u a ry  b u d g e t  p ro p o s e d  t o  r e d u c e  th e  
H e a l th  U n d e rs e rv e d  R u r a l  A re a s  (HURA) p ro g ra m  b y  $ 4 .9  m i l l i o n ,  
fr om  th e  f i s c a l  y e a r  19 80 l e v e l  o f  $1 4 m i l l i o n  down  t o  $ 9 .1  
m i l l i o n .  Now y o u  p r o p o s e  i n  th e  r e v i s e d  b u d g e t  t o  w ip e  o u t  t h e  
e n t i r e  HURA p ro g ra m . I f  a c c e p t e d ,  w h a t e f f e c t  w ou ld  t h i s  s t e p  
h a v e  on  e x i s t i n g  an d  p la n n e d  r e s e a r c h  an d  d e m o n s t r a t i o n  p r o j e c t s ?

A nsw er:  Th e i n i t i a l  19 81  P r e s i d e n t ’ s b u d g e t  p r o v id e d  $ 9 .1  
m i l l i o n  to  s u p p o r t  52  c o n t i n u a t i o n  p r o j e c t s ,  a s  29 o f  t h e  81 
p r o j e c t s  p ro p o s e d  f o r  f u n d in g  i n  19 80  w o u ld  h a v e  c o m p le te d  t h e i r  
r e s e a r c h  and  d e m o n s t r a t i o n  e f f o r t s  an d  w o u ld  n o  lo n g e r  h a v e  
r e q u i r e d  f u n d in g  i n  1 9 8 1 . The  i n i t i a l  P r e s i d e n t ' s  b u d g e t  p r o v id e d  
no f u n d in g  f o r  new p r o j e c t s .  W it h  e l i m i n a t i o n  o f  th e  $ 9 .1  m i l l i o n  
i n  t h e  r e v i s e d  19 81  b u d g e t  t h e  e s t im a t e d  52  c o n t i n u a t i o n  p r o j e c t s  
w o u ld  h a v e  t o  s e e k  s u p p o r t  th ro u g h  o t h e r  s o u u r c e s .  W h il e  th e  
r e v i s e d  b u d g e t  w i l l  e l i m i n a t e  s u p p o r t  f o r  e x i s t i n g  p r o j e c t s ,  i t  w i l l  
n o t  e l i m i n a t e  any  new s t a r t s  a s  n o n e  w e re  p ro p o s e d  in  th e  i n i t i a l  
b u d g e t .  S e r v i c e s  d e l i v e r y  h a s  a lw a y s  b e e n  t h e  p ro g ra m  p r i o r i t y  o v e r  
e x p a n s io n  o f  r e s e a r c h  an d  d e m o n s t r a t i o n  a c t i v i t i e s .

, 'I V
v
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T her e a r e  p r e s e n t ly  51 P ri m ary  Car e R ese arc h  an d 
D e m o n str a ti o n  p r o j e c t s  fu nded  u n d e r  S e c ti o n  34 0. P la n s  c a l l e d  
f o r  fu n d in g  a p p ro x im a te ly  30 more p r o j e c t s  w it h  th e  in c r e a s e  
r e q u e s te d  in  th e  P r e s i d e n t 's  1980 b u d g e t o f  $14  m i l l i o n .

Q u e s ti o n : How many HURA p r o j e c t s  w er e e x p e c ti n g  o r
a s s u re d  o f  c o n t in u a t io n  mo ney  in  f i s c a l  y e a r  1981 —  an d how 
wou ld  t h i s  t o t a l  c u tb a c k  a f f e c t  them ?

Ans wer : We e s t im a te  t h a t  a b o u t 52 p r o j e c t s  wou ld  have 
e x p e c te d  c o n ti n u e d  fu n d in g  in  1981 . T erm in a te d  p r o j e c t s  wou ld  
have t o  se e k  su p p o r t th ro u g h  o th e r  r e s o u r c e s  -  govern m en t;  
p r i v a t e  fo u n d a ti o n s  an d th e  l i k e .  The  w it h d ra w a l o f  th e  1981 
r e q u e s t  f o r  P ri m ary  Car e R ese arc h  an d D e m o n str a ti o n  wa s d e c id e d  
up on  in  th e  c o n te x t  o f  o u r p ri m a ry  h e a l t h  m is s io n , w hic h p la c e s  
h ig h e s t  p r i o r i t y  on  p r o v id in g  s e r v i c e s  to  th e  m e d ic a ll y  u n d e rse rv e d  
an d u n se rv ed  r a t h e r  th a n  on  c o n ti n u in g  r e s e a r c h  p r o j e c t s .

CHRONIC DISEASE PROJECTS

Q u e s ti o n : You r r e v is e d  b u d g e t show s a p ro p o se d  FY 81 c u t  o f  
$242 ,0 00  in  th e  r e q u e s t  f o r  C hro n ic  D is e a s e s . What a r e a s  o r  
p ro gra m s w ou ld  t h i s  c u t a f f e c t ?  How much f o r  each?

Ans wer : The t o t a l  am ou nt  b u d g e te d  f o r  th e s e  e f f o r t s  i s  
$ 1 9 ,5 2 6 ,0 0 0 . The r e d u c t io n s  w i l l  im p ac t p r im a r i ly  on  th e  d ia b e te s  
c o n t r o l  p ro gra m  by  $ 7 9 ,0 0 0 , th e  n u t r i t i o n  p ro gra m  by  $ 8 0 ,0 0 0 , th e  
t u b e r c u lo s i s  c o n t r o l  p ro gra m  by  $ 7 3 ,0 0 0 , an d th e  en d s ta g e  r e n a l  
d i s e a s e  c a re  p ro gra m  by  $ 1 0 ,0 0 0 . Th e t o t a l  r e d u c t io n  f o r  in -h o u s e  
o p e r a t in g  e x p en ses  i s  $2 4 2 ,0 0 0 .

Q u e s ti o n : Yo ur  Ja n u a ry  b u d g e t s a i d  yo u p ro p o se d  to  ex pan d th e  
20 d ia b e te s  c o n t r o l  p r o j e c t s  p la n n e d  f o r  F i s c a l  1980 . I s  t h i s  s t i l l  
y o u r p la n ?  W il l an y new  S ta te s  be  ad ded ?

Ans wer : The d ia b e te s  c o n t r o l  p r o j e c t s  w i l l  be expan ded  to  
tw en ty  in  1980 . The in c r e a s e  o f  $380 ,0 00  r e q u e s te d  f o r  1981  w i l l  
fu nd a s s i s t a n c e  i n  th e  n a ti o n w id e  im p le m e n ta ti o n  o f  CDC g u id e l in e s  
f o r  d e te c t i n g  an d m an ag in g d ia b e te s  in  p re g n a n c y , t r a i n i n g  on  th e  
ep id e m io lo g y  an d c o n t r o l  o f  d ia b e te s  f o r  c l i n i c i a n s  an d d ia b e te s  
p ro gra m  m an ag ers , an d a s s i s t a n c e  i n  th e  develo pm en t o f  a n a t i o n a l  
d ia b e te s  m o rb id it y  an d m o r ta l i t y  s u r v e i l l a n c e  sy s te m .

Q u e s ti o n : What a r e  y o u r p la n s  f o r  d e a l in g  w it h  T r ic h lo r o ­
e th y le n e  (TCE) c o n ta m in a ti o n  in  FY 81? I s  t h i s  th e  sam e p la n  a s  
e n v is io n e d  by  y o u r  Ja n u a ry  Bud ge t?

Ans wer : T h ere  a re  no fu nds s p e c i f i c a l l y  t a r g e te d  f o r  d e a l in g  
w it h  T r ic h lo ro e th y le n e  c o n ta m in a ti o n  in  e i t h e r  th e  P r e s i d e n t ’ s 
J a n u a ry  o r  March  r e v is e d  b u d g e t.  How ev er , a s we have in  th e  l a s t  
two y e a r s ,  th e  C e n te r  f o r  D is e a se  C o n tr o l w i l l  c o n ti n u e  to  a s s i s t  
h e a l t h  d e p a rtm e n ts  a s  r e q u e s t s  f o r  e p id e m io lo g y  an d la b o r a to r y  
a s s i s t a n c e  a re  r e c e iv e d .  In  a d d i t i o n ,  NIOSH i s  p la n n in g  a H e a lt h  
H aza rd  E v a lu a t io n  an d a c o n t r o l  te c h n o lo g y  a sse ssm e n t f o r  th e  
e l e c t r o n i c s  i n d u s t r y .  In  th e  p ro c e s s  o f  d o in g  t h i s  r e s e a r c h ,  i t  i s  
e x p e c te d  t h a t  som e t r i c h l o r o e t h y le n e  w i l l  be  i d e n t i f i e d .
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NIOSH RESEARCH

Question: Your revised budget shows that you plan to reduce 
your request for NIOSH research by slightly more than $1 million. 
Please identify any research efforts from which this cut will come.

Answer: Both the FY 1980 and the President's January FY 1981 
budget had proposed $6.4 million for research grants. In the FY 81 
revised budget, the Health Hazard Evaluation program will be 
reduced by $400,000 and $646,000 will be reduced from research 
grants including the Dermatology area. Six fewer grants would be 
funded, compared to the January budget.

NATIONAL HEART, LUNG, AND BLOOD INSTITUTE

Question: Your revised budget for FY 80 and 81 gives the Heart 
Institute the second biggest cuts next to Cancer— a rescission of 
$7.1 million in 80 and $15.6 million in FY 81. What is the basis of 
these cutbacks and what are their effects on this Institute's work?

Answer: These cutbacks were developed by retaining the same 
level of support for research project grants as contained in the 
original 1980 and 1981 budgets while decreasing other activities. 
Because the NHLBI budget contains a proportionately larger share of 
activities other than research project grants, such as research 
centers, training, and research contracts, the Institute received a 
greater percentage cut in both 1980 and 1981 than the overall NIH 
average.

In 1980, the effects of the rescission would be: a downward 
negotiation of some 2% in existing commitments in specialized and 
comprehensive centers; a reduction of 21% in competing training 
awards, or an estimated reduction of 162 trainees. It would also 
reduce or eliminate certain contract programs. Those to be elim­
inated would be, in the cardiovascular area, a proposed program on 
non-invasive assessment of cardiovascular diseases. Programs which 
would be cut back include the development of left ventricular assist 
devices and testing the index of risk of developing chronic obstruc­
tive lung disease.

In 1981, the reduced budget would have the following effects: 
commitments in the Specialized Centers of Research in the areas of 
Arteriosclerosis, Hypertension, Ischemic Heart Disease, Chronic 
Airways Diseases, Pediatric Pulmonary Diseases, Pulmonary Vascular 
Diseases, Fibrotic and Immunologic Interstitial Lung Diseases, Adult 
Respiratory Failure, and Thrombosis, and the Institute's 10 Compre­
hensive Sickle Cell Centers, and National Research and Demonstration 
Centers in Heart, Lung, and Blood Diseases will be reduced by 4%. 
Research manpower development activities will be reduced with the 
awarding of 15 fewer Career Development and Clinical Investigator 
Awards. Cooperative Clinical Research and Scientific Evaluation 
grants will be similarly renegotiated. Predicated on the 1980 
proposed rescission, research training commitments would be main­
tained. Full-time equivalent trainees will be reduced 174 positions 
below the original 1981 request. Contract programs will operate at a 
level 10 percent below ongoing commitments. Clinical trials, however, 
will be held to their previously projected levels of commitments in 
1981, and all additional inflationary costs will be absorbed. All 
nonclinical trial contract commitments will be negotiated downward.
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Certain contract programs will be reduced or eliminated. In the 
heart area, these would include a proposed program on non-invasive 
assessment of arteriosclerosis as well as the development and testing 
of biomaterials and the clinical evaluation of left-ventricular 
assist devices. Analyses, like those from the Lipid Research Clinics 
Program, of the genetic, environmental, and nutritional factors that 
affect blood lipids will be delayed. In the lung area it would 
include reduced testing of the index of risk of developing chronic 
obstructive lung disease. Ongoing programs in Intramural Research, 
Direct Operations, and Program Management would be cut back, slowing 
specific programs but necessitating no program eliminations other 
than two scientific information dissemination activities.

CUTBACKS IN ARTHRITIS/DIABETES INSTITUTE

Question: It is our understanding that contracts and centers 
will be most directly affected by your proposed cuts in NIAMDD in 
FY 80 and 81. What can you tell us about this? How many and which 
type centers will be affected? Will any have to be shut down?

Answer: The revised budget estimates for 1980 and 1981 
continue to reflect the priority of investigator initiated research 
in NIH and departmental planning and this portion of the budgets 
will remain unchanged.

In contracts and centers, no existing centers will be 
prematurely terminated but plans for expansion will not be carried 
through. The current estimate is that two new clinical nutrition 
research units which would have been awarded in 1980 and continued 
in 1981 will not be funded at the revised budget levels.

Question: Why do you propose to cut back on research 
constraints relating to artificial devices?

Answer: Because the proposed cut in 1980 must be taken from 
the funds which are still available and neither obligated nor 
committed for continuing projects, our options are limited to 
areas where new projects had been planned but not yet awarded.

Question: What artificial devices will be hit by your plans?

Answer: It had been planned to expand the current $1.7 
million effort to develop artificial devices to automatically 
administer insulin to diabetic patients. We estimate that the 
funds which were cut in this program would have supported two 
additional new contracts.

NATIONAL TOXICOLOGY PROGRAM

Question: It is our understanding that your revised budget
for the Cancer Institute calls for a cut of $34 million in contracts 
and that about $20 million of this would come out of the National 
Toxicology Program. Why so much out of Toxicology? What effect will
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t h i s  hav e on  th e  e f f o r t  to  a s s e s s  c h em ic a l co mpo un ds  f o r  c a n c e r?  How 
many fe w er ch em ic a l comp ou nd s w i l l  be  a s s e s s e d  a s  a r e s u l t ?

Ans wer : Of th e  $34 m i l l io n  r e d u c t io n  t o  c o n t r a c t s  i n  1981 ,
$20 m i l l io n  w hic h  was th e  am ou nt  added  to  th e  1981 P r e s i d e n t ’ s Bud ge t 
f o r  th e  N a ti o n a l T o x ic o lo g y  Pr og ra m  (NTP) was i d e n t i f i e d  f o r  
r e d u c t io n  b ecau se  t h i s  a r e a  r e p re s e n te d  on e o f  th e  few i n  th e  
I n s t i t u t e  w hi ch  ha d r e c e iv e d  in c re a s e d  fu n d in g . O th e r c o n t r a c t u a l  
e f f o r t s  in  th e  I n s t i t u t e  w er e a l r e a d y  b e in g  fu n d ed  a t  th e  co mmitm en t 
b a se  l e v e l  an d f u r t h e r  r e d u c t io n s  in  th e s e  a r e a s  wou ld  j e o p a r d iz e  
pr ogra m  b a la n c e . In  e a r l i e r  p la n s ,  th e  NTP h a s  p r o je c te d  s t a r t i n g  
100 new b io a s s a y s  in  1980 an d a n o th e r  100 b io a s s a y s  i n  19 81 . Und er  
th e  am ended b u d g e t,  c o n t r a c t s  f o r  new b io a s s a y s  w i l l  be  aw ar ded  f o r  a 
t o t a l  o f  80 new

b io a s s a y s  in  th e  two y e a r s .  The b io a s s a y s  w i l l  
be  sc h e d u le d  to  p hase  i n  o v e r th e  two y e a r  p e r io d  in  a m an ne r t h a t  
w i l l  a s s u r e  o r d e r ly  pro gra m  e x p a n s io n . F in a l  d e te r m in a ti o n  o f  th e  
nu mber o f  b io a s s a y s  i n  each  y e a r  w i l l  de pen d on  th e  fu n d s an d 
p e rso n n e l a v a i l a b l e  to  th e  pro gra m .

PROPOSED REDUCTIONS

Q u e s ti o n : What wou ld  be  th e  e f f e c t  o f  p ro p o se d  r e d u c t io n s  f o r  
C an ce r C o n tro l,  C ance r T as k  F o rc e s  an d R e se a rc h  C a re e rs  Pr og ra m ?

An sw er : In  th e  am ended 198 1 b u d g e t th e  co m peti ng  l e v e l  f o r
T as k F o rc e s  an d R e se a rc h  C a re e r  Aw ard s w i l l  be  re d u ced  by 9 aw ar ds 
r e s p e c t i v e l y .  T h is  r e d u c t io n  w i l l  s t i l l  p e rm it  th e  aw ard in g  o f  36 
com peti ng  aw ar ds f o r  T as k  F o rc e s , how ev er  th e r e  w i l l  be  no  com peti ng  
aw ar ds f o r  R e se a rc h  C a re e r  Awards . For C ance r C o n tro l,  th e  r e d u c t io n  
o f  $3 ,1 17 m i l l io n  w i l l  r e s u l t  in  th e  r e d u c t io n  o f  s e l e c te d  ongoin g  
e f f o r t s  i n  o r d e r  t o  m a in ta in  th e  h ig h e s t  p r i o r i t y  p r o j e c t s  su ch  a s  
th e  i d e n t i f i c a t i o n ,  e v a lu a t i o n ,  an d d e m o n s tr a ti o n  o f in fo rm a ti o n  
aim ed  a t  th e  p r e v e n t io n  o f  c a n c e r  c au sed  by  key  c a rc in o g e n s .

Q u e s ti o n : In  f i s c a l  1980 , g r a n ts  to  S t a te s  f o r  d ru g  ab u se  w er e 
fu nded  a t  $40 m i l l i o n .  The P r e s id e n t  h a s  r e q u e s te d  a  r e s c i s s i o n  
am oun ti ng  to  $2 m i l l io n  f o r  19 80  an d h a s  z e ro e d  o u t th e  pro gra m  in  
f i s c a l  1981. What s o r t s  o f  chan ges i n  th e  s e r v i c e  pro gra m  w i l l  we see  
a s  a  r e s u l t  o f th e s e  r e d u c t io n s ?

Ans wer : I t  i s  d i f f i c u l t  to  p r e d i c t  w hat  chan g es w i l l  a p p e a r  in
th e  s e r v i c e  p ro gra m  a s  a r e s u l t  o f th e s e  r e d u c t io n s  in  fo rm u la  g r a n t  
fu n d s  b e c a u se  S t a te s  u se  th e s e  fu n d s i n  q u i t e  d i f f e r e n t  w ay s.  What 
w i l l  hap pen  in  an y g iv e n  S t a te  w i l l  dep en d on  how th e  S t a te  now u se s  
i t s  fo rm u la  g r a n t  fu n d s , th e  e x te n t  an d n a tu r e  o f  d ru g  ab u se  p ro b le m s 
i n  th e  S t a t e ,  th e  f i n a n c i a l  c o n d it io n  o f  th e  S t a t e ,  an d th e  r e l a t i v e  
p r i o r i t y  o f d ru g  ab u se  s e r v i c e s  among th e  v a r io u s  S t a te  pro gra m s 
com peti ng  f o r  fu n d s . We e x p e c t t h a t  th e  S t a te s  w i l l  make e v e ry  e f f o r t  
to  m a in ta in  t h e i r  e x i s t i n g  d ru g  ab u se  t r e a tm e n t  s e r v i c e s  an d th e  
r e d u c t io n s ,  sh o u ld  th e y  be  n e c e s s a r y , w ou ld  p ro b a b ly  be  made in  S t a te  
p r e v e n t io n  p ro g ra m s.

Q u e s ti o n : W il l th e  S t a te s  be  a b le  to  ta k e  o v e r  fu n d in g  f o r  th e s e  
a c t i v i t i e s  w it h  t h e i r  own re s o u rc e s ?

Ans wer : The answ er to  t h a t  q u e s t io n  w i l l  dep en d l a r g e ly  on  th e
f i n a n c i a l  c o n d i t io n  o f th e  p a r t i c u l a r  S t a t e  wh en i t s  fo rm u la  g ra n t  
fu n d s  ru n  o u t ,  w hic h  w i l l  p ro b a b ly  n o t  o c c u r  u n t i l  l a t e  f i s c a l  y e a r
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1981 or early fiscal year 1982, and the relative priority of drug 
abuse services among the various State programs competing for funds.

DRUG ABUSE/ALCOHOLISM SERVICES

Question: The alcoholism grants-to-states program has
experienced cuts in fiscal 1980 and an elimination in 1981. What 
types of changes can we expect to see in these programs as a result 
of the reduced funding?

Answer: The effects of these fiscal actions will vary from 
State to State. In fiscal year 1980 the $2 million rescission for 
formula grant funds will result in reductions ranging from a low of 
$92 to a high of $477,468 for a State allotment. Effects of these 
reductions on programs will depend upon such facts as other avail­
able Federal, State, and local funds and scrutinizing fund usage to 
eliminate those items which are not absolutely essential. Minor 
changes, if any, would be expected in those States where the 
reduction is small. However, large reductions will require the 
States to make priority decisions concerning use of their available 
resources as the Federal government has been forced to do. Should 
these States’ resources not be forthcoming it could eliminate 
programs particularly in such areas as community education, outreach, 
early intervention and evaluation, since they cannot qualify for 
third-party reimbursement.

Question: Will the States be able to take over funding for 
these activities with their own resources?

Answer: As more programs and personnel meet licensure and 
certification standards for accreditation, income from third-party 
reimbursement will continue to increase. Of course the degree of 
success in establishing and maintaining these standards will vary 
from State to State. This variation is also true for the future of 
programs funded through the formula grant program. While some 
programs will survive, some programs may be forced to curtail 
overall activities, eliminate special services or even close the 
program if State funding is not available. Whether States' funds 
will be forthcoming will vary from State to State depending upon the 
degree of commitment for alcoholism services by State legislatures, 
local governments, and changes in insurance coverage.

EFFECT OF REDUCTION ON HEALTH PLANNING FUNCTIONS

Question: What will the effect of this reduction be on health 
planning functions, especially at the local level where the bulk of 
the cut will be experienced?

Answer: The revised 1981 budget request represents a $38 
million reduction in the funding of Health Systems Agencies as 
compared to the fiscal 1980 level. Some of this reduction may be 
made up by increases in state and local funding. If no additional 
state or local resources are forthcoming, the impact of the reduc­
tion is evidenced as follows:

o The per capita amount for the 111 HSAs above the minimum will 
decrease from $.51 to $.32.
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o 102 HSAs will be funded at the minimum level of $245,000; 35 
HSAs were at this level in 1980.

o The distribution of discretionary funds to certain HSAs in 
underserved areas as called for in the statute will be fore­
gone.

o Agency staffs will be reduced.

o A reduction in capital project review activities will entail 
the elimination of review for selective projects or a uniform 
decrease in the effort provided each individual review.

o Appropriateness reviews of existing health services as
scheduled for full implementation in 1981 will be postponed.

o Specific projects to improve community health needs in 
accordance with newly enacted national health priorities 
will be postponed.

RESCISSION OF NURSE TRAINING FUNDS

Question: The Administration wants to rescind the entire $24 
million Congress approved for Nursing Capitation grants and has no 
plans for allocating any funds for this in FY 1981. Yet the need for 
highly skilled nurses is still acute in many areas of the country.
Why is the Administration so dedicated to abolishing this worthwhile 
program? With the advancement of specialized methods of treating 
patients, isn’t it imperative that we have qualified personnel in our 
hospitals, nursing homes, and other areas where nurses are so urgently 
needed?

Answer: Federal support will continue to be directed toward 
many of the high priority areas you have identified through the 
funding of the Nurse Practitioner program, the Nursing Special 
Projects program and other health manpower programs targeted to meet 
primary care objectives. We believe that the provision of nursing 
capitation funds has only the most indirect relationship to these 
priorities since there is adequate capacity in nursing education 
programs.

The acute need for nurses which you mention is primarily a 
result of the turnover of nursing personnel and the failure of 
nurses to remain in the profession. Also, since the availability 
of registered nurses, in terms of numbers and skill levels, is 
obviously not uniform throughout the country, while on a national 
basis the aggregate supply might be adequate, distributional pro­
blems lead to shortage situations in certain areas. In addition, 
although there may be an adequate number of personnel in the 
aggregate to fill positions, there are and may always be vacancies 
in the least favorable settings, facilities, or shifts. Funding of 
nursing capitation is the least useful mechanism for addressing 
these issues.

Question: In this time when many of us, including the
President, believe in the idea of expanding the role of nurses
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for a more prominent place in the health care delivery system, why 
is the Administration totally eliminating advanced nursing training?

Answer: In light of current economic constraints, the
Administration expects the schools to seek other resources to sup­
port their faculty for advanced nurse training. The Administration 
has not requested funds for this program in fiscal year 1981 as its 
resources are targeted toward programs that impact more directly on 
specialty and geographic maldistribution problems.

RESCISSION OF NURSE CAPITATION FUNDS

Question: What will be the result of zeroing out capitation
in FY 1981?

Answer: The most likely result is that schools would increase 
tuition from between $140 to $225 per year, which is the average 
amount paid per student. There is no reason to believe a significant 
change in the demand for nursing education would occur.

PHYSICIAN EXTENDER AND NURSE PRACTITIONER PROGRAMS

Question: Why have we seen a reduction in the Physician
Extender Program and an expansion in the Nurse Practitioner 
program?

Answer: Given limited resources, we believe that there is 
more payoff in the Nurse Practitioner Program. It provides 
resources to train registered nurses to perform expanded functions 
in key primary care areas such as geriatrics, pediatrics, school 
nursing, and as family nurse practitioners. Students are trained 
to work in urban and rural settings where shortages of primary 
care health professionals exist.

As stated elsewhere, the decision to reduce funding of the 
physician assistant program is based on fiscal considerations.

Question: Wouldn’t the philosophy governing expansion of
the latter also cause us to expect a similar increase in the 
former?

Answer: Not necessarily. With the extraordinary fiscal 
pressures facing the nation it has become Imperative to direct 
limited Federal funds into the most needed areas and to 
encourage funding for other worthwhile programs from other 
sources.

RESUBMISSION OF PREVIOUS RESCISSIONS

Question: The subcomittee is aware that Congress did not 
approve your rescission of almost $100 million for capitation 
grants and health profession student loans. The 45-day period 
for dealing with rescissions expired on March 18 without the 
necessary congressional approval. In view of this fact, why are 
you now resubmitting rescission requests which have not been acted 
on favorably?

64-130 0 - 8 0 - 5
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Answer: Resubmitting these rescissions is part of an overall 
Administration plan to reduce Federal outlays in 1980 and even more 
so in 1981 in order to balance the 1981 budget. As inflation has 
worsened since we submitted our original rescission request, it is 
our fiscal responsibility to resubmit these programs for
rescission which we feel are a particularly low priority given 
the overall level of resources.

Question: What does the Budget Act allow in regard to the 
resubmission of rescissions?

Answer: The Impoundment Control Act of 1974 is silent on 
this issue. It does state, however, that the President can 
propose to rescind programs whenever he "determines that all or 
part of any budget authority will not be required to carry out the 
full objectives or scope of programs for which it is provided or 
that such budget authority should be rescinded for fiscal policy 
or other reasons...." (Sec. 1012(a)).

Question: Has the General Accounting Office spoken out on
this matter, and if so, what is its conclusion?

Answer: It is the opinion of the General Accounting Office
as stated in a letter to Congressman LaFalce of New York in 1977 
that a program cannot be resubmitted for rescission with the full 
benefits of the Impoundment Congrol Act; rather the resubmission 
is treated as a normal legislative proposal and there is no 
period of 45 days applicable in which the funds are unavailable 
for obligation.

Given that the programs in the resubmitted rescission are 
not normally obligated until the fourth quarter of the fiscal 
year, no problem arises by requesting congressional reconsidera­
tion at this time.

In the absence of congressional action, we fully expect to 
obligate these funds on our normal schedule.

COMMISSIONED CORPS

Question: As you know, the President has just vetoed H.R. 5235, 
the Special Pay Bill for physicians of the uniformed services. The 
health programs are classified as a "uniform service," especially the 
doctors. Do you think it is a good idea to treat these health 
doctors differently than military doctors?

Answer: The intent of the veto was not to treat health doctors 
differently than military doctors. Rather the vetoed bill had many 
more costly and less desirable features than the President's 
original proposal. The Administration has agreed to a one year 
extension of existing legislation to continue physician bonus pay.

Question: The President wants to give more benefits to military 
doctors. If there is unequal treatment, won’t it be hard to keep 
doctors employed at the NIH and the hospitals?
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An sw er : T hro ughout th e  F e d e ra l  s e c t o r ,  an d in d ee d  even  in  th e  
p r i v a t e  s e c t o r ,  th e r e  a r e  s t i l l  d i f f i c u l t i e s  in  r e c r u i t i n g  an d 
r e t a in i n g  p h y s ic ia n s .  T h is  i s  p a r t i c u l a r l y  t r u e  o f  th e  t r a i n e d  
m ed ic a l s p e c i a l t i e s .

Q u e s ti o n : Wha t i s  th e  c u r r e n t  s t r e n g th  o f  th e  PHS Com mission ed  
C or ps ?

Ans wer : The com m is si oned  c o rp s  i s  c u r r e n t ly  a t  a s t r e n g th  o f  
7 ,0 34  o f f i c e r s .

Q u e s ti o n : I s  th e  PHS C om m ission ed  C orp s an  e f f e c t i v e  m ec ha ni sm
f o r  m ee ti n g  th e  h e a l t h  c a re  n eed s o f  th e  D epart m en t?

Ans wer : The c o rp s  p r o v id e s  a s u b s t a n t i a l  p e rc e n ta g e  o f  o u r
o v e r a l l  s t a f f i n g  o f  h e a l t h  p r o f e s s i o n a l s .  F o r i n s t a n c e ,  th e  c o rp s  
m ed ic a l o f f i c e r s  c u r r e n t ly  r e p r e s e n t  72 p e r c e n t  o f  th e  nu m be r o f  
p h y s ic ia n s  we hav e on  d u ty .

Q u e s ti o n : What i s  th e  c u r r e n t  v acan cy  r a t e  f o r  p h y s ic ia n s  in  
th e  Com m ission ed  Cor ps  a c c o rd in g  to  p ro gra m  an d s p e c i a l t y  t r a i n i n g ?

Ans wer : O v e ra ll  o u r  v acancy  r a t e  in  PHS wa s b e tw een  10 an d 15 
p e r c e n t  d u r in g  th e  l a s t  y e a r .  T h at f ig u r e  w i l l  v a ry  from  mon th to  
mon th b e c a u se  o f  v a r io u s  r e c r u i tm e n t  an d r e t e n t i o n  f a c t o r s .  L as t 
y e a r  we l o s t  23 p e rc e n t  o f  o u r t o t a l  p h y s ic ia n  f o r c e .  As an  ex am pl e 
o f  o u r  c u r r e n t  s t a f f i n g  n e e d s , we have 11 p e rc e n t  (6 6) o f  th e  m ed ic a l 
o f f i c e r  jo b s  in  th e  In d ia n  H e a lt h  S e rv ic e  v a c a n t.  In  a d d i t i o n ,  
150-2 00 v a c a n c ie s  a re  e x p e c te d  to  o c c u r  d u r in g  t h i s  co min g summer.  
Abo ut  tw o - th i r d s  o f  th e s e  v a c a n c ie s  can  be  f i l l e d  by  p ri m a ry  c a re  
o f f i c e r s ,  b u t  th e  re m a in d e r  a re  i n  th e  s p e c i a l t y  a r e a s  p r im a r i ly  
s u r g e r y ,  a n e s th e s io lo g y ,  o r th o p e d ic s ,  i n t e r n a l  m e d ic in e , an d 
o b s t e t r i c s /g y n e c o lo g y .

Q u e s ti o n : W il l th e  P r e s i d e n t i a l  v e to  o f  H.R . 5235  have an 
a d v e rse  e f f e c t  on  th e  r e c r u i tm e n t  an d r e t e n t i o n  o f  n eeded  h e a l t h  
p r o f e s s io n a l s ?

Ans wer : We w i l l  have a b o u t 700  p h y s ic ia n s  a v a i l a b l e ,  who hav e 
o b l ig a te d  s e r v i c e  b e c a u se  o f  th e  s c h o la r s h ip  p ro g ra m . Ab ou t o n e- 
t h i r d  o f  th e s e  w i l l  have  s p e c i a l t y  t r a i n i n g .  We w i l l  be  a b le  to  
a s s ig n  a b o u t 125 o f  th e s e  to  IH S.  The re m a in d e r , w hi ch  w i l l  be  
m o s tl y  s p e c i a l i s t  b a c a n c ie s ,  w i l l  h ave  to  be  r e c r u i t e d .  T her e  h as 
a lw ay s b een  d i f f i c u l t y  in  t h i s  ty p e  o f  r e c r u i tm e n t .  W it hout 
v a r i a b l e  in c e n t iv e  pa y i t  w i l l  be  d i f f i c u l t  to  r e c r u i t  h e a l t h  
p r o f e s s i o n a l s .  T h is  i s  why th e  A d m in is tr a t io n  has s u p p o r te d  a on e 
y e a r  e x te n s io n  o f  th e  l e g i s l a t i o n .

Q u e s ti o n : What wou ld  be  th e  a d d i t i o n a l  c o s t  to  th e  F e d e ra l  
gover nm en t i f  th e  PHS w er e in c lu d e d  in  th e  pa y p r o v i s io n s  f o r  
p h y s ic ia n s  o f  th e  Armed F o rc e s  in  H.R . 52 35 ?

Ans wer : Had H.R . 5235  been  e n a c te d , th e  c o s t s  f o r  2 ,7 0 0  
p h y s ic ia n s  in  th e  co m m is si oned  c o rp s  wou ld  hav e in c r e a s e d  in  th e  
f i r s t  f u l l  y e a r  by ab o u t $ 7 .5  m i l l i o n .  By th e  f i f t h  y e a r ,  when we 
wou ld  be  p r o j e c t i n g  a p h y s ic ia n  s t a f f  o f  a b o u t 3 ,8 00  in  th e  
co m m is si oned  c o rp s , th e  in c re m e n ta l  c o s t s  f o r  a l l  s p e c ia l  pays 
wou ld  have r i s e n  to  a b o u t $22  m i l l io n .

Q u e s ti o n : What a r e  th e  p r o j e c te d  n eed s o f  th e  PHS f o r  
p h y s ic ia n s  o v e r  th e  n e x t s e v e r a l  y e a rs ?
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A nsw er:  On a  
p h y s i c i a n  s t a f f i n g  
s y s t e m s :

19 80

y e a r  by  y e a r  b a s i s  we p r o j e c t  th e  f o l lo w in g  
n e e d s  f o r  a l l  PHS p ro g ra m s  f o r  b o th  p e r s o n n e l

19 81

46 00

19 82

56 00

19 83

65 00

19 84

72 0039 00

NATIONAL HEALTH SERVICE CORPS

Q u e s t io n :  What i s  th e  p o t e n t i a l  num ber  o f  s i t e s  to  b e  
p ro v id e d  h e a l t h  c a r e  s e r v i c e s  th ro u g h  th e  N a t io n a l  H e a l th  S e r v i c e  
C o rp s?  How man y p h y s i c ia n s  w o u ld  b e  r e q u i r e d  t o  s t a f f  th em ? How 
many h a v e  o b l i g a t e d  s e r v i c e  d ue  t o  s c h o l a r s h i p  s u p p o r t?  Wha t i s  
th e  d i s t r i b u t i o n  b e tw e e n  a v a i l a b l e  an d  r e q u i r e d  n u m b ers  o f  
p h y s i c ia n s  a c c o r d in g  t o  s p e c i a l t y  t r a i n i n g  f o r  s u c h  s i t e s ?

A nsw er : We do n o t  h a v e  an  e s t i m a t e  o f  t h e  t o t a l  num ber  o f  
p o t e n t i a l  s i t e s ,  b u t  t h e  D e p a r tm e n t e s t i m a t e s  a p h y s i c i a n  s h o r t f a l l  
f o r  19 81  i n  s h o r t a g e  a r e a s  o f  1 4 ,0 0 0  p h y s i c i a n s .  A c c o rd in g  t o  th e  
l a t e s t  l i s t  (D ecem ber 3 1 , 1979) o f  d e s i g n a t e d  h e a l t h  m an po w er  
s h o r t a g e  a r e a s ,  a t o t a l  o f  5 ,1 6 1  HMSAs h a v e  b e e n  d e s i g n a t e d .  Of  
t h e s e ,  1 ,7 1 0  a r e  f o r  p r im a ry  c a r e  p r o v i d e r s  s e r v i n g  a t o t a l  
p o p u la t i o n  o f  37  m i l l i o n .  O ver  1 1 ,0 0 0  p h y s i c i a n s  w o u ld  be  n e e d e d  
f o r  su c h  a r e a s .

W it h  t h e  $ 8 7 .2  m i l l i o n  r e q u e s t e d  f o r  1 9 8 1 , t h e  N a t i o n a l  
H e a l th  S e r v i c e  C o rp s  w i l l  s u p p o r t  a p p r o x im a te ly  2 ,9 5 8  a s s i g n e e s .
T h is  w i l l  r e q u i r e  r e c r u i t i n g  an d  p l a c i n g  800 p h y s i c i a n  s c h o l a r s h i p  
r e c i p i e n t s  and  up  to  30 0 p h y s i c ia n  v o l u n t e e r s .  The  d i s t r i b u t i o n  
by  s p e c i a l t y  o f  th e  19 81  s c h o l a r s h i p  a v a i l a b l e s  i s  40  p e r c e n t  g e n e r a l  
p r a c t i c e / f a m i l y  p r a c t i c e ,  40  p e r c e n t  i n t e r n a l  m e d ic in e ,  18  p e r c e n t  
p e d i a t r i c i a n s ,  an d  2 p e r c e n t  o t h e r .

ADOLESCENT PREGNANCY PREVENTION

Q u e s t io n :  We n o t e  t h a t  you  p l a n  t o  r e d u c e  t h e  A d o le s c e n t  
P re g n a n c y  P ro g ra m  by  s l i g h t l y  m or e t h a n  h a l f  i n  b o th  FY 19 80  an d 
FY 19 81  fr o m  $ 1 7 .5  m i l l i o n  dow n t o  $ 8 .7  m i l l i o n .

S in c e  t h i s  new  p ro g ra m  i s  j u s t  g e t t i n g  o f f  t h e  g ro u n d , why do  
you  p ro p o s e  t o  ma ke s u c h  d eep  c u t s ?

A nsw er : B e c a u se  s u c h  c u t s  a r e  p o s s i b l e  w i th o u t  im p a c t in g  on  
e x i s t i n g  f e d e r a l l y  fu n d e d  s e r v i c e s ,  an  i n c r e a s e  fr o m  $1  m i l l i o n  in  
FY 19 79  t o  $ 8 .7  m i l l i o n  i n  19 80  i s  s t i l l  a s i g n i f i c a n t  i n c r e a s e  fr om  
w h ic h  t o  p r o j e c t  w h e th e r  f u r t h e r  e x p a n s io n  i s  m e r i te d  i n  te rm s  o f  
p ro g ra m  s u c c e s s .

Q u e s t io n :  How ma ny  a p p l i c a t i o n s  f o r  a s s i s t a n c e  u n d e r  t h i s  
p ro g ra m  d id  y o u  r e c e i v e  i n  FY 19 79  an d  how  ma ny  c o u ld  yo u  a c t u a l l y  
fu n d ?

A nsw er:  The  D e p a r tm e n t r e c e i v e d  21 2 a p p l i c a t i o n s  w i th  r e q u e s t s  
f o r  $4 4 m i l l i o n  in  f u n d in g  f o r  FY 1 9 7 9 . F o u r p r o j e c t s  w e re  fu n d e d
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at a total cost of $740,000 from the FY 1979 supplemental appropria­
tion of $1.0 million.

Question: How many applications do you expect for Fiscal 1980 
funds and would these oversubscribe the funds available in the 
program as envisioned by your January budget?

Answer: We have received 375 applications for Fiscal 1980 
funding, with total requests amounting to just over $100 million.

Question: The President's fiscal 1981 request would reduce 
funding for the Adolescent Health Program to $8.7 million from 
$17.5 million.

If this program were to be zeroed out, could not these services 
be carried out under the Title X or the Maternal and Child Health 
program administered by HSA?

Answer: No, we do not believe that this program could be 
adequately carried out by Title X, Family Planning, or Title V, 
Maternal and Child Health, since these programs don't have the broad 
statutory authority of the Adolescent Health Program.

Title VI of P.L. 95-626 which is the statutory base for the 
Adolescent Health program is multidisciplinary in its approach and 
offers a comprehensive array of educational and social services in 
’addition to health services. Both Title X and Title V are geared to 
single-purpose providers and serve the general population rather 
than the special needs of pregnant adolescents and adolescent 
parents. Additionally, Title V is geared only to medically under­
served areas which eliminates a considerable portion of the popula­
tion in need. Further, for a number of reasons not fully understood, 
many sexually active adolescents do not use Title X family planning 
clinics.

Title VI was expressly enacted by Congress to provide 
communities with seed money to bring together a variety of existing 
services and, where none existed, create new services to help 
pregnant teens and teen parents become independent, contributing 
members of their communities. The idea is not to supplant existing 
programs such as Title V and Title X but to provide access to 
these services and add others such as continuing education, 
job counseling, day care, etc.

Comprehensive programs funded under Title VI offer an 
alternative. Since no primary prevention program will eliminate 
all unintended pregnancies, these comprehensive programs are 
vitally needed to help those adolescents who do become pregnant 
and choose to carry their pregnancies to term.

In other programmatic areas, Title VI provides for:

a) Continuance of academic and vocational education.

b) Day care for infants of adolescents to enable 
the parent(s) to remain in school.

c) Counseling for the pregnant adolescent, father 
of the infant, and their families, with emphasis 
on continuation of education, job opportunities,
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relationships affecting the family, and other 
interrelated needs.

d) Programs to teach young mothers consumer and 
homemaking skills to give them ability to manage 
a household and become self-sufficient.

e) Provide parents instruction in child development 
and infant care to help them to become good parents 
and avoid child abuse.

f) Special services to help pregnant adolescents 
and adolescent parents develop self esteem and 
coping skills for daily living so that they may 
become independent, contributing members of the 
community.

COOPERATIVE HEALTH STATISTICS

Between FY 1980 and FY 1981 funding for this program has been cut by more than half.

Question: What will be the effects of such cuts and how A*e compensate for our information deficits?

Answer: The reduced request for the Cooperative Health Statistics System in FY 1981 represents a shift of program emphasis 
toward the development of State Health Statistics Agencies and 
continued development of the Vital Statistics component. The 
elimination of program efforts in the health facilities and 
manpower components of the CHSS will not result in the loss 
of this information at the National level. The decision was 
made to transfer responsibility for collection of health facilities statistics to the Health Care Financing Administration (HCFA).
HCFA's systems will produce data beginning in 1983, and these data will flow to the Cooperative Health Statistics System.
In the interim, plans are underway to reintroduce a national 
biennial survey to obtain information on facilities which provide 
medical, nursing, personal, or custodial care to groups of unrelated persons on an inpatient basis.

With respect to the collection of health manpower data, 
we are working closely with the Bureau of Health Manpower, Health 
Resources Administration, to explore the collection of needed data through survey mechanisms. Given the large number of health 
occupations, the size of the potential universe, and the diversity 
of settings in which these health professions work, two alternate strategies will be undertaken to collect data similar to that 
collected under the CHSS manpower component. These strategies include surveys of individual occupations and secondary surveys 
directed to occupational sites. Specifically, working with 
professional associations, licensure boards and other professional 
health organizations, lists of providers of health services will be gathered, unduplicated and then surveyed.

We believe that these approaches will result in gathering 
all necessary statistics at lower cost to the Federal government.
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Question: Of the $17.5 million appropriated in fiscal 
1980, we have been told that $13 million will be used for grants 
and the remainder $4.5 million for salaries and expenses. Of 
$4.5 million, $2.5 million will be obligated for contracts.
What will the contract money be used for?

Answer: At the time the budget was prepared, the following 
contract efforts were planned:

a) $500,000 would be required to implement the Title 
VIII evaluation authorized by P.L. 95-626 to study 
the problem of adolescent pregnancies and evaluate 
the effectiveness of existing programs in the 
areas of health, education and public welfare
as they relate to this problem.

b) $250,000 would be needed to meet Title VII 
evaluation requirements of the Act for evaluation 
of the adolescent health grant program.

c) $300,000 would be required to develop a Management 
Information System necessary to fulfill OAPP's 
responsibility to administer a grant program, 
coordinate federal policies and programs related 
to adolescent pregnancy, conduct evaluations,
and serve as a National information clearinghouse 
and resource center on adolescent pregnancy.

d) Approximately $1,500,000 was to be used to provide 
technical assistance to both grantees and prospective 
grantees.

The contract requirements cited above have recently been 
reassessed and the following changes have been made:

a) The study to evaluate program implementation as 
authorized by Title VIII of the Act
will be funded by evaluation funds;

b) With the reduced level of grant funding now 
anticipated for FY 1980 and 1981, we are estimating 
that the level of Technical Assistance to grantees 
and prospective grantees will also be reduced.

As a result, we are now projecting contract requirements 
at $.5 million within the revised budget of $8.7 million.HC FA  MANA GEMENT BU DGET

Question: Madame Secretary, you are proposing cuts in the 
Health Care Financing Administration (HCFA) Program Management 
Budget totaling $35.3 million. This represents a 3.3% reduction.

o You have proposed many painful cuts in service delivery 
programs in other health agencies, yet In this admini­
strative account you merely defer new initiatives. Why 
were no substantive cuts made in the HCFA Program 
Management budget?

o Specifically, HHS reduces the PSRO program by a mere $2.6 
million, and this reduction consists once again of
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deferred initiatives. In light of the negative reviews 
this program has received from the House Ways and Means 
Oversight Committee, and from CBO, why is there not a more 
significant reduction in PSRO funding?

Answer: The federal monies spent on the administration of 
HCFA’s programs amounts to only 4% of the total federal dollars 
spent on Medicaid and Medicare benefits. Given this tight ratio 
of overhead to benefits we did not feel that further cuts in 
program management were warranted. We did, however, propose 
reductions from the January President’s Budget totaling 
$35.3 million. We believe that further cuts are not
programmatically desirable considering HCFA’s responsibility for 
the management of $52 billion in federal health care expenditures, 
and are significant efforts to minimize fraud, abuse, and error in 
these programs.

In regard to the PSRO program, although you cite negative 
reviews of the House Ways and Means Oversight Committee and CBO, 
our own studies have shown that the program covers its costs. We 
did propose a $2.6 million reduction in administrative costs 
through reductions in direct costs, special projects funding and 
funding of Statewide Councils. We have no proposed cuts in the 
hospital review component because we believe that limitations 
on program implementation in this area cost the government 
money, because, where PSRO review has not been
implemented, we fund utilization review activities which are at 
least as costly, but generally less effective in controlling 
utlization than PSRO review. Limiting the level of PSRO 
implementation, therefore, is detrimental to our efforts to 
contain costs and assure quality.

Question: The original HCFA budget requested 190 new 
positions. In the revised budget, 120 new positions are requested.

- In a tight fiscal year, does HCFA really need an additional 
120 staff members?

For the record, please provide a detailed statement explaining 
the need for this increase. If certain positions are more crucial 
than others, feel free to name them.

Answer: In making the reductions which were taken in the 
revised budget, we took a hard look at our initial position 
request. The position increases that survived this careful review, 
support critical management and program improvements which should 
be undertaken even in this period of budget constraint.

A detailed justification for the requested positions is 
attached.

The 120 additional positions are requested for the following areas:

1. Data Initiative - 36 positions

HCFA is working toward an Independent ADP capability. Staff 
are needed to manage the contract for ADP services in support 
of this independence. Positions are needed to move toward a 
unified health data base which would cost effectively serve 
operational, policy, research and statistical needs in 
Federal, State/local and private sectors.
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2. Beneficiary Awareness Initiative - 8 positions

Positions are needed to help make certain that beneficiaries 
are aware of the services for which they are eligible and to 
ensure that HCFA policies promote efficiency and quality in 
the health delivery system. These positions would help 
promote a better understanding of beneficiary rights and 
benefits under HCFA programs; make beneficiaries more 
informed consumers of health services; and promote better 
personal health habits.

3. Medicaid Quality Control - 18 positions

These positions are needed to achieve major modifications 
and improvements in the MQC program —  field testing, 
training State agency and HCFA regional staff, implementing 
revisions and monitoring the process. Staff would also 
conduct assessments of the implementation and operation of 
the MQC system.

4. EPSDT - 15 positions

These positions are requested to develop and implement an 
Early Periodic Screening Diagnosis and Treatment nationwide 
monitoring system.

5. Health Standards and Quality - 10 positions

These positions are requested to increase monitoring of 
PSRO program performance to determine recommendations for 
defundings, consolidation of certain PSRO areas, and 
conversion of other PSRO's from conditional to full 
operational status. Staff would also provide more indepth 
review of expenditures and budget proposals to maximize use 
of PSRO support monies.

6. Research - 19 positions

These positions are needed to research and develop new systems 
for use of Section 223 limits. Staff are needed to do the 
research,economic analysis, and data processing necessary to 
design, develop and test these new systems.

7. Administration Services - 12 positions

These positions are needed to implement the new standard 
accounting system, to expand procurement cost/price analysis; 
and to make much needed improvements in contract and grant 
administration.

8. Provider Appeal Process - 2 positions

These positions are needed to strengthen current staffing of 
the Provider Reimbursement Review Board to handle increased 
provider appeals.
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REFUGEE ACT APPROPRIATIONS

Question: Madam Secretary, the new Refugee Act became law on March 17. Why are we just receiving your request today?
Answer: The new Refugee Act contains severalprovisions which were not included in the Administration’s bill. The additional time was necessary to examine the new provisions and develop budget estimates based on these new provisions.

Question: When will we receive the President's budget amendment?
Answer: The formal budget amendment will be transmitted to the Committee within the next two weeks. The amended justification materials supporting this budget amendment have already been transmitted to the Committee. The amount we are requesting under new legislative authority is $95 million above the amount included in the President's January budget. This increase is based on the additional costs of provisions included in the Refugee Act of 1980 which were not anticipated at the time the January budget was developed.

LOW-INCOME ENERGY ASSISTANCE
Question:

The President signed the Crude Oil Windfall Profit Tax Act on April 2 and the President's budget now contains $2.2 billion for low-income energy assistance.
What are your plans for implementing this program?

Answer:

As part of our 1981 budget revisions, we are seek­ing your Committee's consideration of $2.2 billion for a 1981 program of low-income energy assistance. These funds are being requested to implement the program authorized by Title III of the Windfall Profit Tax Act. While the formal budget amendment has not yet been sent up by the President, we expect its transmittal shortly.
The basic elements of the 1981 program, as outlined in the authorizing statute, will be as follows:

o Households with income less than the Bureau of LaborStatistics' lower-living standard and households receiving food stamps, AFDC, certain income-tested VA pensions, and, with certain exceptions, SSI will be eligible for assistance.
o Assistance to eligible households will be made available through block grants to the States.Grant funds funds will be distributed according to a formula which takes into account a State's
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r e s i d e n t i a l  e n e rg y  e x p e n d i t u r e s ,  c l i m a t i c  
c o n d i t i o n s ,  an d nu m be r o f  lo w -i n co m e  h o u s e h o ld s .

o In  o r d e r  to  r e c e iv e  t h e i r  b lo c k  g r a n t  p a y m e n ts , 
S t a t e s  w i l l  h av e  to  s u b m it  a p la n  to  th e  S e c r e t a r y  
o f  HHS d e s c r i b i n g  t h e i r  p ro g ra m  f o r  f u r n i s h i n g  home 
e n e r g y  a s s i s t a n c e .  T h is  a s s i s t a n c e  may be  p ro v id e d  
th r o u g h  p ay m en ts  to  home e n e rg y  s u p p l i e r s ,  d i r e c t l y  
t o  h o u s e h o ld s ,  an d to  o p e r a t o r s  o f  s u b s i d iz e d  
h o u s in g  p r o j e c t s .

o At th e  o p t io n  o f  th e  S t a t e s ,  th e  S e c r e t a r y  o f HHS 
may  r e t a i n  a p o r t i o n  o f  t h e i r  g r a n t  a l l o t m e n t s  f o r  
m ak in g  d i r e c t  F e d e r a l  p ay m en ts  to  SSI r e c i p i e n t s .

o O ut o f  th e  $ 2 .2  b i l l i o n  t o t a l ,  $1 00  m i l l i o n  w i l l  be  
t r a n s f e r r e d  to  th e  Com mun ity  S e r v i c e s  A d m in i s t r a t io n  
f o r  an  e n e rg y  c r i s i s  a s s i s t a n c e  p ro g ra m .

Q u e s t i o n :

T he  new a u t h o r i z a t i o n  e s t a b l i s h e s  e l i g i b i l i t y  f o r  
t h i s  p ro g ra m  a t  th e  D e p a rt m e n t o f L a b o r 's  " lo w e r  l i v i n g  
s t a n d a r d  f a m i ly  b u d g e t ,"  w hic h  in  my S t a t e  in  19 78  was  
$ 1 2 ,0 0 0  f o r  a f a m i ly  o f  f o u r .  Some  s o u r c e s  have  h e a rd  
t h i s  l e v e l  w ou ld  ma ke e l i g i b l e  n e a r ly  o n e - q u a r t e r  o f  th e  
p o p u l a t i o n .

Do yo u have  an y re c o m m e n d a ti o n s  on  f u r t h e r  t a r g e t ­
in g  f o r  t h i s  p ro g ra m ?

A n sw er:

The  a u t h o r i z i n g  l e g i s l a t i o n  g iv e s  f a i r l y  s p e c i f i c  
g u id a n c e  on  w hic h  h o u s e h o ld s  w i th in  th e  t o t a l  e l i g i b l e  
p o p u l a t i o n  s h o u ld  r e c e iv e  p r i o r i t y  f o r  a s s i s t a n c e  an d we 
p la n  to  a d m i n i s t e r  th e  19 81  p ro g ra m  in  c l o s e  c o n fo rm an c e  
w it h  t h e s e  g u i d e l i n e s .

F i r s t ,  th e  l e g i s l a t i o n  e x p l i c i t l y  e x c lu d e s  fr om  
e l i g i b i l i t y  c e r t a i n  c a t e g o r i e s  o f  SS I r e c i p i e n t s  who do 
n o t  h av e  any  r e s i d e n t i a l  e n e rg y  c o s t s  a n d , t h e r e f o r e ,  do  
n o t  need  a s s i s t a n c e .  Th e t h r e e  e x c lu d e d  c a t e g o r i e s  a r e :  
1) r e c i p i e n t s  who  r e s i d e  in  M e d ic a id  i n s t i t u t i o n s ;  2) 
r e c i p i e n t s  who  l i v e  in  a n o th e r  p e r s o n s 's  h o u s e h o ld  an d 
w hose  SSI p ay m en ts  a r e  re d u c e d  b e c a u s e  o f th e  s u p p o r t  
th e y  r e c e i v e  fr om  su c h  p e r s o n s ;  an d 3) d i s a b l e d  o r  b l in d  
c h i l d r e n  l i v i n g  in  t h e i r  p a r e n t ' s  h o u s e h o ld .

S e c o n d , th e  S t a t e  p la n s  s u b m i t te d  to  us  m ust  g iv e  
a d e q u a te  a s s u r a n c e  t h a t  p r i o r i t y  w i l l  be  g iv e n  to  
h o u s e h o ld s  w it h  th e  lo w e s t in c o m e s , an d t h a t  h ig h e r  
l e v e l s  o f  a s s i s t a n c e  w i l l  be  p r o v id e d  to  h o u s e h o ld s  w it h  
lo w e r  in com es an d to  h o u s e h o ld s  w it h  h ig h  e n e rg y  c o s t s  
in  r e l a t i o n  to  t h e i r  in com e. We w i l l  m o n it o r  t h i s  S t a t e  
p la n  r e q u i r e m e n t  v e ry  c l o s e l y  to  i n s u r e  t h a t  a s s i s t a n c e  
i s  b e in g  t a r g e t e d  on  th o s e  m ost  in  n e e d , a s  r e q u i r e d  by 
s t a t u t e .
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Q u e s t i o n :

Th e new la w  a l s o  r e q u i r e s  a co m ple x  se t.  o f r e g u l a ­
t i o n s  to  d e te r m in e  i n d i v i d u a l  b e n e f i t  l e v e l s .

Do yo u h av e  an y re c o m m e n d a ti o n s  on  r e d u c in g  t h i s  
a d m i n i s t r a t i v e  c o m p le x i ty , su c h  a s  p r o v id in g  t h a t  th e  
S t a t e s  d e te r m in e  b e n e f i t  l e v e l s ?

A n sw er;

Th e la w  a u t h o r i z i n g  th e  19 81  p ro g ra m  p r o v id e s  con­
s i d e r a b l e  f l e x i b i l i t y  to  th e  S t a t e s  in  d e s ig n in g  e n e rg y  »
a s s i s t a n c e  p ro g ra m s t a i l o r e d  to  t h e i r  own p a r t i c u l a r
c i r c u m s ta n c e s .  Th e la w  a l s o  g iv e s  S t a t e s  th e  r e s p o n ­
s i b i l i t y  f o r  d e te r m in in g  b e n e f i t  l e v e l s  w i th in  th e  b a s ic  
p a r a m e te r s  e s t a b l i s h e d  by  th e  l e g i s l a t i o n .  In  im p le ­
m e n ti n g  th e  19 81  p ro g ra m , we c e r t a i n l y  do  n o t p la n  to  
r e d u c e  t h i s  S t a t e  f l e x i b i l i t y ,  n o r do  we p la n  to  im po se  
u n n e c e s s a r i l y  co m ple x o r  bu rd en so m e a d m i n i s t r a t i v e  
r e q u i r e m e n t s .

Th e a u t h o r i z i n g  s t a t u t e  d o e s , h o w ev e r,  in t r o d u c e  
some  a d m i n i s t r a t i v e  c o m p le x i ty  w h ic h  i s  n e c e s s a r y  i f  th e  
p ro g ra m  i s  to  a c h ie v e  i t s  o b j e c t i v e s .  F or e x a m p le , th e  
A c t r e q u i r e s  th e  S t a t e s  to  t a r g e t  a s s i s t a n c e  on  th e  
lo w e s t  in co m e h o u s e h o ld s  an d on  h o u s e h o ld s  w hic h  in c lu d e  
e l d e r l y  o r  h a n d ic a p p e d  i n d i v i d u a l s .  In  r e v ie w in g  t h e i r  
p l a n s ,  we w ou ld  e x p e c t  th e  S t a t e s  to  ta k e  i n t o  con ­
s i d e r a t i o n  th e  f o l lo w in g  f a c t o r s  in  s e t t i n g  b e n e f i t  
l e v e l s :  1)  d a t a  on  a v e ra g e  home e n e rg y  e x p e n d i tu r e s ,  i f
a v a i l a b l e ;  2)  th e  b u rd e n  o f  home e n e rg y  c o s t s  r e l a t i v e  
t o  h o u s e h o ld  in com e;  3) i n t r a s t a t e  v a r i a t i o n s  in  c l i ­
m a t ic  c o n d i t i o n s ;  an d 4 ) th e  e x t e n t  to  w hic h  a h o u se h o ld  
i s  f i n a n c i a l l y  r e s p o n s i b l e  f o r  i t s  e n e rg y  c o s t s .  W hil e  
c o l l e c t i n g  t h i s  in f o r m a t io n  may im pose  c e r t a i n  a d m in is ­
t r a t i v e  b u rd e n s  on  th e  S t a t e s ,  i t  i s  n e c e s s a r y  to  in s u r e  
t h a t  p ro g ra m  a s s i s t a n c e  i s  p r o p e r ly  t a r g e t e d  on h o u se ­
h o ld s  m o st  in  n e e d . *

Bey on d su c h  m in im al r e q u i r e m e n ts  w hic h  a r e  n e c e s ­
s a r y  to  co m ply  w it h  l e g i s l a t i v e  i n t e n t ,  we w i l l  n o t 
p r o p o s e  a d d i t i o n a l  r e g u l a t o r y  r e q u i r e m e n ts  w hic h  a r e  »
u n n e c e s s a r i l y  b u rd enso m e o r  c o m p le x .

AGING

Q uest io n : Madame S e c re ta ry , in  th e Ja nuary  bu dg et  fo r 
th e  A d m in is tr a ti o n  on Agin g, th e  P re s id e n t recommended an 
in c re a se  of  $33 m ill io n  fo r S o c ia l S e rv ic e s  and C e n te rs , much 
o f i t  to  pay  fo r th e r i s in g  c o s ts  of  tr a n p o r ti n g  th e e ld e r ly  
to  s i t e s  wh ere  mea ls  are  se rv ed  them un de r a s p e c ia l n u t r i ­
ti o n  pr og ram. Now, ho wev er , you prop os e to  wipe  ou t th i s  
in c r e a s e , and re tu rn  to  the FY 1980 le v e l of $247 m ill io n .

T hi s c re a te s  th e p o s s ib i l i t y  th a t w hil e you w i l l  have 
money a v a il a b le  fo r m eals , th e re so u rc es  to  tr a n p o r t th e
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e ld e r ly  to  mea l s i t e s  w i l l  be s e v e re ly  re duced  o r  not 
a v a i l a b l e .

How do  yo u j u s t i f y  su ch a c u t?

Alo ng  w it h  t r a n s p o r t a t i o n  s e r v i c e s ,  many o th e r  s e r v ic e s  
su ch  a s  In fo rm a t io n  an d R e f e r r a l ,  E s c o r t ,  O u tr each  and L eg a l 
S e rv ic e s  to  th e  e ld e r ly  w i l l  be s h a rp ly  re d u c e d . How do you 
e x p la in  su ch  a c u t t h a t  wo uld h i t  th e  poor and th e  ag ed ?

Ans w er : F i r s t ,  I wou ld  l ik e  to  s t r e s s  th a t  we a re  n o t
re d u c in g  s o c i a l  s e r v ic e s  to  th e  e ld e r ly :  th e  $247  m i l l io n  
r e v is e d  bu d g e t r e q u e s t  m a in ta in s  e x a c t ly  th e  FY 1980 a p p ro ­
p r i a t i o n  l e v e l  fo r  ag in g  s e r v i c e s .  In  th e  fa c e  of c o n ti n u e d  
r i s i n g  c o s t s ,  we do re c o g n iz e  t h a t  $247  m i l l io n  may n o t p ro ­
v id e  th e  sam e l e v e l  o f s e r v ic e s  in  1981 t h a t  i t  p ro v id ed  in  
19 80 . N o n e th e le s s  an y r e d u c t io n  in  s e r v ic e s  u nder th e  r e v is e d  
bu d g e t wou ld  be m in o r,  and we do n o t e x p ec t th e y  wou ld  ha ve  
a  s i g n i f i c a n t  im pact on th e  nu mber o f ag ed  s e rv e d .

S e c o n d ly , i t  i s  im p o rta n t to  rem em ber th a t  t h i s  D e p a rt­
men t does n o t d i r e c t  th e  S t a te s  how to  use  Ag ing S o c ia l  
S e r v ic e s  fu n d s . A si de  from  an  O ld e r A m er ic an s Ac t p r o v is io n  
t h a t  r e q u i r e s  S t a te s  to  use  50 p e rc e n t  o f s e r v ic e s  fu n d s fo r  
l e g a l ,  a c c e s s  an d inh om e s e r v i c e s ,  S ta te s  ha ve  b ro ad  d i s ­
c r e t i o n  in  u s in g  th e s e  fu nds fo r  an y s o c i a l  s e r v ic e s  th ey  
c h o o se . T hus,  i t  i s  th e  S t a te s  th a t  d e c id e  how to  a l l o c a t e  
th e  $247  m i l l i o n ,  an d we a re  c o n f id e n t  th a t  th ey  w i l l  use  
th e  fu n d in g  whe re  I t  i s  mos t need ed . We do n o t a n t i c ip a t e  
c a s e s  w her e S t a te s  in c re a s e  m ea ls  a t  N u t r i t i o n  s i t e s  w h il e  
c u t t i n g  back  on t r a n s p o r t a t i o n  s e r v ic e s  to  th o se  s i t e s .  I f  
S t a te s  a re  fo rc e d  to  re d u ce  s e r v i c e s ,  we wo uld e x p e c t the m 
to  make  th o se  r e d u c t io n s  in  a r e a s  o th e r  th an  t r a n s p o r t a t i o n  
s e r v i c e s  to  N u t r i t i o n  s i t e s .

T h ir d ,  in  1981  th e  m atc h in g  r a te  f o r  t h i s  pro gra m  i s  85 
p e rc e n t  F e d e ra l an d 15 p e rc e n t  S t a t e ,  l o c a l  and p r i v a t e .
W ith c o re  F e d e ra l su p p o r t m a in ta in e d  in  19 81 , i n d iv id u a l  
S t a te s  w is h in g  to  m a in ta in  s e r v ic e  l e v e l s  ca n in c r e a s e  
t h e i r  c o n t r i b u t io n s .

F i n a l l y ,  in  reco mmen di ng  t h i s  budget r e v is io n  we ha ve  
been  m in d fu l o f th e  ra p id  and s u s ta in e d  gro w th  in  Aging  S o c ia l  
S e rv ic e s  in  r e c e n t  y e a r s .  Fundin g f o r  Agi ng  S e rv ic e s  has more 
th a n  t r i p l e d  o v e r th e  p a s t  fo u r  y e a r s — from  $80 m i l l io n  in  1976 
to  $247  m i l l io n  in  19 80 . W ith  t h i s  r a th e r  d ra m a ti c  in c r e a s e ,  
S t a te s  hav e bee n a b le  to  c o n s t a n t ly  ex pa nd  t h e i r  s e r v ic e  
p ro g ra m s. The  1981 bu d g e t s t i l l  p ro v id e s  a s t a b le  base  on 
w hic h  th e  S t a te s  ca n  m a in ta in  t h e i r  ag in g  p ro g ra m s.

AGING BACK-UP CENTERS

Q u e s ti o n : How much i s  b e in g  sp e n t fo r  b i - r e g io n a l  
b ack -u p  c e n t e r s  by th e  A d m in is tr a t io n  on Agi ng ?

What comm ents ha ve you r e c e iv e d  fro m th e  S t a te s  on th e  
v a lu e  o f th e s e  c e n te r s ?

What i s  th e  j u s t i f i c a t i o n  f o r  c r e a t i n g  a n o th e r  l e v e l  of 
b u re a u c ra c y  bet w ee n th e  F e d e ra l gover nm en t and th e  S ta te s ?
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Ans wer : The  A d m in is tr a t io n  on Agi ng  a d v is e s  th a t  $ 2 .8  
m i l l io n  i s  co m m it te d f o r  th e  c e n te r s  in  1980 an d a n o th e r  $ 2 .7  
m i l l io n  p la n n ed  in  19 81 . The se  fu nds su p p o r t 5 n a ti o n w id e  
c e n t e r s  d e s ig n ed  to  p ro v id e  t r a i n i n g  an d t e c h n ic a l  a s s i s t a n c e  
to  S t a te  ombudsm en p ro g ra m s, whi ch  a d v o c a te  f o r ,  i n v e s t i g a te  
an d a c t  on co m p la in t^  of o ld e r  in d iv id u a ls  r e s id in g  in  
lo n g - te rm  c a re  f a c i l i t i e s .

Th e c e n te r s  a c t i v i t y  i s  r e l a t i v e l y  new . The re q u ir e m e n t 
t h a t  S t a te s  o p e ra te  lo n g - te rm  c a re  ombudsm en pro gra m s was 
in c lu d e d  in  th e  O ld e r A m er ic an s Ac t Am endments  of 19 78 , and  
c e n t e r  fu n d in g  be ga n in  19 79 . Giv en  th e  ne wne ss  of th e 
re q u ir e m e n t f o r  ombudsm en p ro gra m s,  S t a te s  ha ve  we lco me d th e  
a s s i s t a n c e  p ro v id ed  th ro u g h  th e  b i - r e g i o n a l  c e n t e r s .  Many of  
th e  w o rk ers  a s s o c ia te d  w it h  th e  ombudsm an a c t i v i t y  a re  
v o lu n te e r s  who r e q u ir e  t r a i n i n g  to  e f f e c t i v e l y  c a r r y  ou t th e  
l e g a l  s e r v ic e s  an d advoca cy  r e s p o n s i b i l i t i e s  of th e  ombudsman 
pro gra m . S t a te s  ha ve  g e n e r a l ly  re sp o n d ed  f a v o ra b ly  to  th e  
t r a i n i n g  an d t e c h n ic a l  a s s i s t a n c e  p ro v id ed  by th e  c e n t e r s .
We c e r t a i n l y  do no t vi ew  th e s e  c e n te r s  a s  a n o th e r  le v e l  of  
b u re a u c ra c y  bet w ee n th e  F e d e ra l and S t a te  g o v e rn m en ts . Th ey  
a re  a to o l  f o r  h e lp in g  S t a te s  e s t a b l i s h  new pro gra m s c a l l e d  
f o r  u nder th e  O ld e r A m er ic an s A c t.  We a re  no t p la n n in g  th a t  
th e  c e n te r s  pro gra m  be  pe rm an en t,  b u t r a th e r  o n ly  a th r e e  o r 
fo u r  y e a r  e f f o r t  to  h e lp  S t a te s  e s t a b l i s h  new pro gra m s 
e f f i c i e n t l y  an d e f f e c t i v e l y  d u r in g  a d i f f i c u l t  s t a r t - u p  
p e r io d .  I  t r u s t  th a t  th e s e  c e n te r s  w i l l  h e lp  e s t a b l i s h  S ta te  
ombudsman pro gra m s th a t  p r o te c t  th e  r i g h t s  and e n su re  th e  
b e s t  l iv i n g  a rr a n g e m e n ts  fo r  o ld e r  p e rso n s  r e s id in g  in  lo ng­
te rm  c a re  f a c i l i t i e s .

AGING RESEARCH, TRAINING, AND SPECIAL PROJECTS

Q u e s ti o n : You a re  r e q u e s t in g  a $ 7 ,3 0 0 ,0 0 0  c u t  in  ag in g  
r e s e a r c h ,  t r a i n i n g ,  an d s p e c ia l  p r o j e c t s ,  be lo w you r 
o r i g i n a l  f i s c a l  1981 b udget r e q u e s t .

S p e c i f i c a l l y ,  how i s  th e  $ 7 ,3 0 0 ,0 0 0  r e d u c t io n  s p l i t  
betw ee n  r e s e a r c h ,  t r a i n i n g ,  an d s p e c ia l  p r o je c ts ?

Wha t a c t i v i t i e s  w i l l  no lo n g e r  be c a r r i e d  o u t th a t  had 
bee n p la n n ed  b e fo re  th e  $ 7 ,3 0 0 ,0 0 0  c u t?

Ans wer : Of th e  $ 7 .3  m i l l io n  re d u c io n , $3 m i l l io n  i s  in  
th e  T ra in in g  a c t i v i t y ;  $ 2 .5  m i l l io n  i s  in  S p e c ia l  P r o j e c t s ;
$1 m i l l io n  i s  in  R e se a rc h ; an d $ .8  m i l l io n  i s  in
M u l t id i s c i p l i n a r y  C e n te rs  on G e ro n to lo g y . The se  re d u c t io n s  
w i l l  p ro v id e  fo r  c o n t in u a t io n  of a l l  FY 1980 p r o j e c t s  p lu s  a 
sm a ll  m ar g in  f o r  new s t a r t s .

Agi ng  T ra in in g  -  N a t io n a l  Manpower P o l i c y ,  S ta te  and 
R e g io n a l T r a in in g  a c t i v i t i e s  a re  re d u ce d .

Agi ng  R e se a rc h  -  New s t a r t  a c t i v i t i e s  in  th e  a re a s  of  
P u b li c  and P r iv a te  I s s u e s  and  Co mm unity  Ba sed 
S e r v ic e s  w i l l  be re d u ce d .

Agi ng  D is c r e t io n a r y  P r o j e c t s  (L on g- Ter m  C a re ) -  The  
nu mbe r o f new s t a r t  p r o j e c t s  w i l l  be re duced  fro m 
te n  to  f iv e  w h il e  a l l  th e  1980 p r o j e c t s  w i l l  be 
c o n ti n u e d .
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M u l t id i s c i p l i n a r y  C e n te rs  -  S u p p o rt  f o r  Lon g-
Term C ar e G e ro n to lo g y  C e n te rs  and N a t io n a l  Agi ng  
P o l ic y  S tu dy C e n te rs  w i l l  be re duced  by 
a p p ro x im a te ly  tw en ty  p e r c e n t .

CUT IN AGING SOCIAL SERVICES AND CENTERS

Q u e s ti o n : Wha t i s  th e  r a t i o n a l e  f o r  c u t t i n g  your o r i g in a l  
b u d g e t r e q u e s t  fo r  Agi ng  S o c ia l  S e rv ic e s  and S e n io r  C e n te rs  by 
$33 m il l io n ?

Wha t se n se  does i t  make to  c u t d i r e c t  s e r v ic e s  to  f r a i l  
e l d e r ly  p e r s o n s , w h il e  r e q u e s t in g  a d o u b li n g  o f fu nds f o r  th e  
W hite Ho us e C o n fe re n ce  on A gin g , w hic h a p p e a rs  p r im a r i ly  fo r  
s t a f f  p r o f e s s io n a l s  an d t r a v e l?

By a s k in g  fo r  an  in c r e a s e  in  n u t r i t i o n  fu n d s but not 
s o c i a l  s e r v i c e s ,  i s n ' t  th e re  a d an g er t h a t  e s s e n t i a l  s e r v ic e s  
su ch  as t r a n s p o r t a t i o n  w o n 't  be s u f f i c i e n t l y  a v a i l a b l e  to  
a c t u a l l y  g e t  e ld e r ly  p e rso n s  to  n u t r i t i o n  s i t e s ?

A ns w er : The  r e d u c t io n  in  Agi ng  S o c ia l  S e rv ic e s  i s  a 
c u tb a c k  n o t fro m th e  e x i s t i n g  pr og ra m  l e v e l ,  b u t fro m 
c o n ti n u e d  pro gra m  e x p a n s io n — e x p a n s io n  t h a t  has o c c u rre d  fo r  
e ac h  o f  th e  l a s t  s i x  y e a r s .  We do n o t th in k  th e  c u t w i l l  ha ve  
a s i g n i f i c a n t  im pact on ongoin g  s e r v ic e  pro gra m s in  th e  
S t a t e s .  In  vie w  o f  s u s ta in e d  pr og ra m  gro w th  in  t h i s  
pro gra m — a t r i p l i n g  of fu n d s s in c e  1976 a lo n e — we b e li e v e  th a t  
m a in ta in in g  th e  e x i s t i n g  $247  m i l l io n  pr og ra m  le v e l  in  1981  
w i l l  b o th  m a in ta in  b a s ic  s u p p o r t iv e  s e r v ic e s  to  th e  ag ed  and 
a v o id  an y m ajo r d i s r u p t io n s  o r fu n d in g  r e d u c t io n s  to  t h i s  
im p o r ta n t p ro gra m .

Ou r re q u e s t  f o r  $3  m i l l io n  more f o r  th e  W hi te  Ho use  
C o n fe re n ce  fo r  Agi ng  i s  n o t , as you s u g g e s t , fo r  su p p o r t in g  
s t a f f  p r o f e s s io n a l s  and t r a v e l .  R a th e r , th e  $3 m i l l io n  wo uld 
s u b s id iz e  th e  c o s t s  o f ab o u t 1 ,8 00  p o o r , ag ed  d e le g a te s  to  th e  
W hi te  Ho use C o n fe re n c e . W ithout t h i s  su p p o r t th e s e  ag ed  
p e rso n s  may n o t be a b le  to  p a r t i c i p a t e  in  th e  C o n fe re n ce  o r 
c o n t r i b u t e  to  i t s  f in d in g s  and re co m m en d a ti o n s.  S im i l a r ly ,  
th e  $3 m i l l io n  r e q u e s t  wo uld a ls o  f in a n c e  c o s ts  o f t e c h n ic a l  
an d a d v is o ry  co m m it te es to  th e  C o n fe re n c e — c o s t s  fo r  
v o lu n te e r s ,  m os t o f whom a re  o ld e r  p e r s o n s , to  r e s e a r c h ,  
d e v e lo p  an d su bm it  re co m m en dat io ns w i th in  a co m pl ex  ran g e  of  
i s s u e  a r e a s  a f f e c t i n g  th e  ag ed  to  be a d d re ss e d  by th e  
C o n fe re n c e . In  a d d i t i o n ,  th e s e  fu n d s w i l l  su p p o r t s p e c ia l  
r e g io n a l  m in i- c o n fe re n c e s  d e s ig n e d  to  s t im u la te  p a r t i c i p a t i o n  
o f  m in o r i ty  e l d e r l y .

As I  n o te d  e a r l i e r ,  th e  S t a t e s ,  and n o t t h i s  D ep art m en t,  
d e c id e  how to  a l l o c a t e  Aging  S o c ia l  S e rv ic e s  fu n d s . The  same  
Agi ng  S t a te  ag en cy  t h a t  manag es  N u t r i t i o n  fu nds a ls o  man ag es  
s o c i a l  s e r v i c e s  fu n d s . We wou ld  n o t e x p ec t th o se  a g e n c ie s  to  
in c r e a s e  m ea ls  in  n u t r i t i o n  s i t e s  w h il e  c u t t i n g  ba ck  
t r a n s p o r t a t i o n  and a c c e s s  s e r v ic e s  to  th e  s i t e s .
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Q u e s ti o n : The E d u ca ti o n  j u s t i f i c a t i o n  f o r  th e  O f f ic e  f o r  
C iv i l  R ig h ts  i n d i c a t e s  t h a t  yo u la p s e d  $ 6 ,7 9 1 ,0 0 0  a t  th e  en d o f  
f i s c a l  1979  an d y o u r H e a lt h  an d Human S e rv ic e s  O f f ic e  f o r  C iv i l  
R ig h ts  j u s t i f i c a t i o n  i n d ic a te s  yo u la p s e d  a n o th e r  $ 3 ,4 0 5 ,0 0 0  in  
f i s c a l  19 79. T hat  r e p r e s e n t s  o v e r  $10 m i l l io n  in  fu n d s t h a t  wer e 
re q u e s te d  an d a p p r o p r ia te d  b u t n o t  sp e n t f o r  C iv i l  R ig h ts  c o m p li an c e .

What hap pen ed? Did yo u c a r r y  o u t a l l  th e  a c t i v i t i e s  p la n n ed  
f o r  l e s s  mon ey o r  d oes t h i s  r e p r e s e n t  a r e a l  r e d u c t io n  in  c i v i l  r i g h t s  e f f o r t s ?

Ans wer : D uri ng  f i s c a l  y e a r  1978, th e  O f f ic e  f o r  C iv i l  R ig h ts  
r e q u e s te d  a su p p le m e n ta l o f  898 p o s i t i o n s  from  C o n g re ss . The 
su p p le m e n ta l b u d g e t as su m ed  en ac tm en t wou ld  o c c u r  by  m id -y e a r  o f 
f i s c a l  y e a r  1978. E nac tm en t a c t u a l l y  o c c u r re d  in  Sep te m ber.
C ongre ss  p ro v id e d  on e h a l f ,  o r  44 9 o f  th e  p o s i t io n s  in  S ep te m ber,  
an d th e  re m a in in g  h a l f  wa s in c lu d e d  in  th e  r e g u la r  f i s c a l  y e a r  1979  a p p r o p r i a t i o n .

The  l a t e  en ac tm en t o f  th e  su p p le m e n ta l d e la y e d  th e  phase d  
h i r i n g  p la n  d e s ig n e d  by  th e  O f f ic e  f o r  C iv i l  R ig h ts  to  in s u r e  t h a t  
q u a l i f i e d  i n d iv id u a l s  w er e i d e n t i f i e d  to  f i l l  th e  898 new p o s i t i o n s .  
T h is  p la n , be gun in  Sep te m ber  1978, wa s n o t co m p le te d  u n t i l  A p r i l  1979 , when f u l l  s t a f f i n g  wa s a c h ie v e d . A r e s u l t  o f  t h i s  p hase d  h i r i n g ,  
how ever , wa s t h a t  some d o l l a r s  p ro v id e d  in  th e  1979  a p p r o p r ia t io n  
w er e n o t s p e n t .  T h is  wa s a o n e -ti m e  c ir c u m s ta n c e  w hic h  w i l l  n o t r e c u r .

SUBCOMMITTEE RECESSED

Senator  Magnuson. T he subcomm ittee will recess unt il next Tuesday, 
April 17, a t 10:30 a.m., when Secre tary Hufste dle r from the Depar tment  of  Education will tes tify.

[Whereupon, at 3:50 p.m., Thursday, Apri l 17, the subcomm ittee  was 
recessed, to reconvene at the call of  the  Chair.]
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AM ENDE D BU DG ET’R EQUEST

S enato r M agnuso n . T h e  su bcom m it te e  w ill  co m e to  o rd er.
T his  m o rn in g  we  wi ll hear fr om  th e  Sec re ta ry  o f  L ab or,  M r.  M ar­

sh al l, re gard in g  re vi si on s in  b o th  th e  fis ca l 1980  an d  1981  budgets .
N ow , you’ve  se par at ed  th em ?
Sec re ta ry  M ar sh al l. Y es , sir .
S en ato r M ag nuso n . W el l,  th e re  ap p ears  to  b e  tw o m ajo r ch anges  

fr om  th e  b u d g e t su b m it te d  in  Ja nuar y : F ir st , th e fisca l 198 1 C E T A  
b u d g e t re q u est  is no w  $9 b il li on  in st ea d o f  $1 0.4 b il li on ; a n d  se co nd , a  
$1.5 bi ll io n  su p p le m en ta l fo r tr ad e  ad ju st m en t as si st an ce  benefi ts  h as 
su dden ly  appeare d , p ri m ari ly  fo r p ro vis io n  o f  u n em p lo y m e n t ben efi ts  to 
au to  w or ke rs . It  is n o t ye t cl ea r ho w  m u ch  o f  th is  su pp le m en ta l will  b e  
fi nan ced  by  off se tt in g  cu ts  in  o th e r  p ro gra m s.

W e w el com e yo u,  M r.  Sec re ta ry . G o  ahead  w ith  y o u r p re p a re d  st a te ­
m e n t

Sec re ta ry  M ar shall. T h an k  yo u,  M r.  C ha ir m an . I hav e a p re p a re d  

(77)
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statement and, with your  permission,  I would like to summ arize  it and 
insert  the pre pared statement into the record .

[The statement  follows:]

Statement of Secretary Ray Marshall

I welcome this opportunity  to  appear before you today to discuss with  you the 
Departm ent o f Labor's revised app ropr iations  reques t for fiscal years 1980 and 1981.

Througho ut the Car ter admin istra tion, the President has emphasized the  need for 
fiscal restrain t. In January, the President submit ted a bud get  which reflec ted not only 
his policy of restrained  spending, but  also prov ided  for the  lowest deficit  in recent 
years. However , in light of  the recent  increases in our Na tion ’s rate  of infla tion, the 
Pres ident has determined tha t a bala nced budget  in fiscal year 1981 is imperat ive. The 
administration recognizes the  sacrifices that  thes e reductions entail, but  it considers 
them necessary if we are to  move toward restoring conf idence in ou r Nat ion’s econ­
omy. The De par tment ’s bud get  revisions  are a par t of  the Pres iden t’s overall anti­
inflat ion program.

The  President’s fiscal 1981 request for  the new you th initiative remains unchanged. 
The initiative consolidates three existing youth  prog rams and  adds new funding for a 
comprehensive program of increased educa tion, training, and  job  opportu nities for dis­
advan taged youth . In total, this revised budget  assumes an  increase  in fund ing for 
youth  programs, which will resul t in an  addit ional 208,000 participants being served 
compared to the  fiscal year 1980 service level. The request for funds for prog rams to 
improve linkages for the  Comprehensive  Employm ent and  Train ing Act  (CETA ) efforts 
with the  private sector remains at  the January 1981 requested level. In addition , the 
basic training titles of CETA remain unch anged. We have also mainta ined most in­
creases in thos e Dep artm ent programs which enforce labo r standard s and which protect 
workers’ safety and health.  While  there will be reduct ions, no  program is totally elimi­
nated  or reduced to an  ineffective level.

As I will discuss in detail  later in this statement , there has been  a signifi cant increase 
in requ irem ents  for benefit payments under the  trade  read justm ent assistance program 
(TRA). In ord er to fulfill the President’s budget goals, ther e may be further changes 
requ ired  in the Departmen t’s programs. Decisions on such fur the r changes will be com­
municated to you as soon as they are made.

The  Dep artm ent of Labor’s revised budget reduces our original fiscal year 1981 re­
ques t by jus t over $1 billion in outlays, and 1980 outlays by $350 million. Our pro­
posals curren tly before you reflect these changes by reducing  our 1981 appropr iatio n 
request by $1.3 billion  and  making minor reductions in 1980 pay supplementals. Some 
of the  savings requi re legislation which if  ado pted may in tur n requ ire further  appro ­
pria tion  changes.

I wou ld like to discuss the  specific detai ls of the proposed  prog ram reductions.
We are proposing to reduce  the Young Adu lt Conservation Corps (YACC) program 

by appro xima tely 40 pe rcen t Although enrollees in the  YACC program perform im­
por tan t conservat ion work, such as forest fire contro l, reforestation, trail clearing, and 
campground  preparation, the  program has bee n reduced for two reasons: First, the 
YACC program,  unlike all the oth er you th emp loym ent programs adm inis tered by the 
Departm ent is the only program that is poorly targeted. Only 34 percen t of the youth  
in YACC are  from economically disadvantaged families; second, the  YACC unit cos t 
projected to be $12,652 in fiscal year 1981, is one of  the highest un it costs for any 
CETA program.

Given this adminis tration’s goal of  targe ting ou r scarce resources on the most needy, 
the YACC program is not  the most efficient or effective means of  assisting disad­
vantaged youth . Because of  the po or  targe ting of this program, we hav e to spend abo ut 
$32,000 to reach one disadvantaged you th with a year of service. Enro llments will be 
reduced by 8.400 slots from the proposed beginning of  year 1981 level of 21,900. The 
1980 savings will be achieved as the prog ram phases down this year to its new 1981 
level. It wou ld continue to  provide work experience in conservation activities on Fed ­
eral and State publ ic lands for about 13,500 service years or 38,600 participants in 
1981.

Title  VI o f CETA, which provides countercyclica l publ ic service jobs, is reduce d by 
approximately 27 perc ent or 51,000 slots, down to 149,000 slots as compared to the 
cur ren t enro llment level and the original 1981 requ est of 200,000 slots. This reduction
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in enrollments will be achiev ed by the  end  of fiscal year 1980 , which is reflecte d in 
our fiscal year 198 0 deferral request of $203 million. The Dep artm ent  is developi ng a 
man agemen t plan  to insure tha t this redu ction will be achieved. It is anti cipa ted tha t 
this reduc tion can be accom plished thro ugh  attrit ion. Altho ugh our revised bud get  re* 
ques ts a sizable redu ction in title  VI, the adm inis trati on maintains its sup por t of  this 
program.

We believe th at  eliminating title VI—as called for by the  Sena te Budget Com mit­
tee—w ould be unwise. The evidence shows tha t the forecasted recession is at hand . It 
is therefore imp orta nt to  have prog rams  like counterc yclical pub lic service employm ent 
(PS E)  available to help meet  the  needs  of  the  unem ploye d. We shou ld also be pre ­
par ed for an exp and ed PSE prog ram if  the recession is more  serious than  we now 
anticipate.

Th e specific amend me nts to the  198 1 budg et now befo re you, differ somewha t from 
the summary the  admi nistra tion submit ted in its revised bud get  in Mar ch with respe ct 
to welfare reform demo nstra tion  projects. Ra the r than  totally elimi nate the  demo nstra­
tion projects, the  Dep artm ent will conti nue them on a scaled -down  basis. To finance 
these projects  with out changing the De partm ent’s total bud get  reduc tions,  the title  II-D 
program will be slightly redu ced in fiscal years 1980  and  1981  to accommo date the  
projects. In total, the two progra ms will still create appro xima tely 247 ,50 0 slots for the  
structurally unemployed .

Th e welfare reform dem onst ratio n prog ram , originally slated  to operate  in 16 sites in 
1981 , will con tinu e to work in 12 sites, and  will prov ide 7,5 00 slots, abo ut 12,500  fewer 
service years in 1981  than  originally plan ned. All remaining sites will be redu ced in 
scale.

Thes e demo nstra tion  projec ts will prov ide essential informat ion on the  best ways to 
impleme nt the job s port ion of  the  welfare  refo rm legislation. Moreover, the  demo nstra ­
tions  will imp rove  the efficiency, effectiveness, and integ ration  of all emp loym ent an d 
train ing prog rams  at the  local level.

In addit ion to the  progr am redu ctions, the  March  revised  bud get  conta ins two legis­
lative proposals  designed  to achieve  savings in  1981.

On e would am end  CETA  an d the Emerge ncy Job s and Unemp loym ent Assistance 
Act of  197 4, to elimi nate the special CETA requ irem ent and  the Fede ral funding of 
unem ploy ment benefits to publ ic service emp loym ent part icipants  based on the  time 
spent in public service jobs . The  rationa le for the propos ed legislation is tha t PSE job s 
are inte nde d to be tempo rary and trans itiona l. The 18-m onth  limita tion on enro llment 
tha t was add ed in the CETA Amendments  o f 1978 was designed to insu re tha t prim e 
sponsors would pick up these employees as a part  of  thei r regul ar workfo rce or tran­
sition them into  other, unsub sidize d emplo ym ent  The  availability  of  federally reim ­
burs ed unem ploy ment benefits (U I)  to laid -off  PSE workers serves as a disincentive to 
State and local gove rnments to effectively transition  these emplo yees to furt her  perm a­
nen t emplo ym ent  Fur the r, it is our view tha t this subsid ized, temp orary  emp loym ent is 
in itsel f a substantia l une mpl oym ent benefit and Fede ral funds  shou ld no t be used for 
still furth er une mpl oym ent benefi ts base d on tha t em plo ym ent

Th e adm inis trati on is also propo sing  to rationaliz e the time frames an d the met hod s 
by which cost-of-living adjus tments are ma de for the bene fits receive d by Fed eral  
workers retire d on  a disability pension. In rec ent  years, the irreg ular  system of cost-of- 
living adju stm ents  to bene fits paid  under th e Fede ral Emp loye e’s Com pensatio n Act  
(F EC A) has  resu lted  in as many as thre e increases in a yea r’s time. The benefits  pai d 
by the  De par tment  of Lab or as par t of  its responsibilities under the Fed eral  Employ­
ees’ Com pens ation Act, will be adjusted  only once  a year. Th e same once-a-yea r 
adju stm ent is being pro pos ed for Fede ral civilian and  military  ret irem ent  systems. Gov­
ernm ent-w ide savings from this propo sal are now estim ated at $33 million in 1981 .

Since  the  President's  Marc h bud get  revisions  were developed , there has bee n one  
furt her  signifi cant change to the Dep artm ent’s bu dg et The  Preside nt will be reque sting  
a fiscal year  1980  supp lemental because  of  the  high er tha n estim ated  trad e read just­
me nt benefits.

Recent ly, aut o impo rts have capt ured  a larger share of  the U.S. market,  reach ing 
histo ric highs in the  last several months. The  severity of the  ons et of  gasolin e price in­
creases coup led with the  high rate  of infla tion  has also impacted  heavily on sales of  all 
U.S. autom obiles, particu larly larger sized vehicles. The recession  and  cred it controls 
will also ad d to  the industry’s problem s. Incre ased  impo rts toge ther  with  these other 
deve lopments hav e led to  a rapi d and  unex pecte d increase in caseload an d certific ations 
for auto mob ile workers.
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I t  is d if fi cu lt  to accurately  forecast  trade readjustm ent assistance (T R A ) payments for 
a numb er  o f reasons. Histor ica lly , estimates o f pe nd ing  certif ica tions  have no t tracked  
close ly with  the  actual level o f TR A out lays  because estima tes o f the  numb er  o f wor k­
ers wh o w ill  app ly and qu al ify  fo r TRA can on ly be very rough and sub ject  to wide 
va riabi lity.  Consequently , the administra tion has been re luctan t to  revise budgetary esti­
mates upward un til  there is a dem ons trated increase in  the level o f outlays. Ou tlays as 
a result  o f a ce rtif ica tion are greatly  in flu en ce d by  cyc lica l variat ion . Fu rth er , since 
cove red workers have 2- or 3-year period s in  wh ich  to  ap ply fo r benefits , and the *
benef its per iods may be reestablished each tim e the re is a la yo ff  un de r a va lid  ce rt if i­
cation, there  is a real  and  un know n po ten tia l fo r ea rlier  cla imants to reapp ly at  any 
time . I t  is no t feasible to iden tif y in  advance ho w many workers w ill  lik ely be certif ied 
in  a given indu stry based on aggregate im port  penetra tion data. Fina lly , the  coming w
recession is the  first since the  1974 amendments to  T R A  came into ef fect

In  fiscal yea r 1979, TR A out lays barely increased ove r fisca l year 1978. The De­
pa rtm en t pro jec ted  mo re tha n a 40-percent increase in  TRA out lays  fo r the  budget for 
fiscal year 1980. Act iv ity  under the  Federal  unem ploymen t ben efits and  allowances 
accoun t (F U B A ) through  January  was general ly on target. T R A  payments in  January  
ac tua lly  fell  from  the  December level.  A  sligh t up wa rd adjus tment to  the ann ual  esti­
mate was made in the  March  update, how eve r, to  reflect  a sligh tly  hig her overa ll level 
o f TRA payments. W hi le  it  was generally  know n that  a large numb er o f auto wo rker  
pe tit ion s and  likely certif ica tions were in  the pipe line,  in accordance w ith  standard 
practice no estimates were inc lude d in  the  March  update due  to the un ce rta inty o f 
actual cer tifications, the  numb er o f  workers affe cted , and the po ten tia l bene fit  lia bi lity.
Februa ry IR A  outlay data were fir st  availa ble  the week o f Ma rch  24, and showed a 
ju m p o f $60 m ill io n  ove r January, prob ab ly largely  a result  o f the ce rti ficat ion o f 
Ch rys ler  workers in No vembe r 1979.

The De partm ent now estimates the  numb er  o f T R A  benefic iaries in  fisca l year 1980 
w il l be 593,000 instead o f the  estimated 213,000 persons and w ill  be 378,000 instead  o f 
218,000 in  fiscal year 1981, w ith  most o f  the increase due to  cer tifications in  the  auto 
ind us try .

In  ord er to  meet the  unan tic ipa ted  increased costs in  trade  readjustm ent  allowances, 
as we ll as a few m inor  upwa rd adjustments in the FU BA account, we estimate th at an 
ad di tio na l $1.1 b ill io n  o f be ne fit  payments w il l be made in  fisca l year 1980. We 
estimate tha t an ad di tiona l $400 m ill io n  w ill  be made in  fiscal yea r 1981, over ou r 
earlie r estimates.

The ent ire FU BA account, wh ich  not  on ly pays fo r trad e ad jus tmen t allowances, bu t 
also pays the  costs o f un em plo ym ent compensation fo r Federa l employees (U CFE ), 
unem ploymen t compensation for  ex-servicemen (U C X),  monetary  ben efits un de r the 
Redwoods program, and  reimbursements to  the  States o f the costs o f benefits  pa id  to  *
form er  CET A/P SE worke rs and  benef its pa id on the basis o f trans itio n wage credits  to 
workers new ly covered by  State laws be ginn ing in  1978, w il l comp letely  run ou t of 
funds by M ay  23, 1980. This w il l po ten tia lly  affect an estimated 700,000 ben efic iaries 
by  the  end o f  the fiscal year. I f  a sup plementa l is no t adopted by  M ay  23, 1980,
600,000 ben efic iaries w ill  imme dia tely be affe cted and w ill  no t receive th eir  weekly 
en titlem en t checks.

M r.  Chairma n, I wo uld be happy to  answer any questions you may have on  this  
revised budget req uest
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Summary o f 1980 and  1981 CETA R educti ons 
( in  th ousa nds o f  d o l la r s )

1
Young Adu lt

C onse rv at io n
Corps

W el fa re  P u b li c  S e rv ic e  P u b li c  S erv ic e
Reform
P ro je c ts

Employment 
T i t l e  II -D

Employment 
T i t l e  VI

Bu dget A u th o ri ty  
e n a c te d ......................... ............. 25 0,25 4 17 5,00 0 .1 ,4 8 5 ,0 0 0 1 ,6 27 ,0 00

D e fe rr a l o f 198 0 fu nd s in to  
1981 (19 80  r e d u c t io n s ) . . . -4 1 ,2 6 0  2 / -1 21 ,5 00  27 -2 8 ,0 0 0 -2 03 ,0 00

1981 Ja nuar y  Budge t
a u th o r i ty  r e q u e s t ................ 26 4,76 3 28 1,00 0 2 ,5 54 ,0 00 2 ,0 44 ,0 0 0

Added fu ndin g  from 198 0
d e f e r r a l  in to  19 81 .............. +4 1, 26 0 + 1 2 1 ,5 0 0 5 / +28 ,0 00 +2 03 ,0 00

Req ue sted  amendment  to  1981 
bu dg et  a u th o r i ty ................... -1 40 ,8 91  - f -3 20 ,3 36  2 / 2 /- 1 1 8 .2 0 0  2 / -7 5 1 ,0 0 0 —! ' -

Xet re d u c ti o n  to  1981
pr og ram l e v e l ......................... -9 9 ,6 31 -1 98 ,8 36 -9 0 ,2 0 0  - -5 48 ,0 00

Re vi se d 1981  bu dg et  
a u th o r i ty  re q u e s t fo r  

^ ^ e c t e d  pr og ra m s................ 12 3,87 2 - 0 - 2 ,4 35 ,8 00 1 ,2 9 3 ,0 0 0 _

Bal an ce  o f CETA re q u e s t 
n o t amended in  19 81 ..............

Re vi se d 29 81  CETZi
r e q u e s t ..............................................................................................................................................................

T o ta l

3 ,5 37,2 56

'- 3 § 3 ,7 6 0

5 ,1 43 ,7 63

+3 93 ,7 60

1,3 30,4 27

-9 36,6 67

3 ,8 52,6 72

3 ,9 97 ,2 6 3

7 ,8 4 9 ,9 3 ?

••

1 / Emplo yment and T ra in in g  A ss is ta n ce  d e f e r r a l  of $19 0, 76 0, 00 0.

2 / Te mp ora ry Employment A ssis ta n c e  d e f e r r a l  of $20 3, 00 0, 00 0.

3 / Employment an d T ra in in g  A ss is ta n ce  amendment o f $5 79 ,6 27 ,000  

V/ Temp ora ry Employment A ss is ta n ce  amendment  of $7 51 ,0 00 ,0 00  ,

5 /  I n c l u d e s ^ 3 9 .3 3 6  m i l l i o n  o f  t h e  W e lf a re  R efo rm  P r o j e c t  d e f e r r a l  fr om  
980 w h ic h  i s  b e in g  u s e d  t o  r e d u c e  B u d g e t A u t h o r i t y  f o r  o t h e r  CETA 
• i t l e  I I I  a c t i v i t y  i n  1 9 8 1 . • • . •

4
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REVISED LABOR APPROPRIATIONS REQUEST

Secretary Marshall. I welcome this opportunity  to discuss before  
you today the Dep artm ent’s revised appropriat ions  request for fiscal 
years 1980 and  1981.

As you know, President Car ter has stressed fiscal restraint thro ugh out  
the administra tion, bu t in light of  the  economic problems we have, 
especially with inflation, he has decided  to move to a balanced  budget 
as a part  of the overall effort  of fighting inflation. We try to do  tha t in 
an equitable way, in a way that  will do as little damage to our most  
impo rtant  programs  as possible.

In this regard, the Pres iden t’s fiscal 1981 requ est for the new youth  
initiative remains unchanged.  This  initiative consol idates existing pro ­
grams which we think will improve the goals of  the youth program s. In 
total, this revised budget assumes an increase in funding for youth  
programs which will result in an addition al 200,000 partic ipants-----

Senator Magnuson. Now, you have three large items: CETA pro­
grams; a supplemental for trade  assistance------

Secretary Marshall. Yes, sir.
Senator Magnuson [continuing]. And the youth program.
Secretary Marshall. Yes, sir.
Senator Magnuson. Those  are the three majo r items we have to zero 

in on if we’re going to balance the  budget.
Secretary Marshall. That ’s right. The request includes funds for pro­

grams to improve linkages for the CETA  system with private  sector  a nd 
also to retain the basic types of private sector  initiatives . We also be­
lieve now is the time to emphasize training.

As I will discuss in detai l later, there  has been  a significant increase 
in requirements  for benefit payments under the trade adju stment assist­
ance program. In order to fulfill the  President’s bu dget goals, there may 
be further changes requ ired  in the Depar tment ’s program. Decisions on 
such further  changes will be communicated to you as soon as they are 
made.

REDUCTIONS IN OUTLAYS

The  Dep artm ent  of  L abor’s revised bud get  reduces our original 1981 
request by jus t over $1 billion  in outlays; and 1980 outlays by $354 
million. Ou r proposals-----

Senator Magnuson. Even with these three items, you’re suggesting 
that the 1981 budget  still will be $1 billion?

Secretary Marshall. It reduces our  or iginal request by that am ou nt
Senator Magnuson. It reduces the  budget  $1 billion.
Secretary Marshall. Yes, sir.
Senator Magnuson. And in 1980?
Secretary  Marshall. By $354 mil lion.
Senator Magnuson. Total reduc tion is $1.35 bil lion overall?
Secretary Marshall. R educ tion;  yes.
Senator Magnuson. And that includes the  increases in the  three 

items?
Secretary  Marshall. It does no t include the  trade adju stment assist­

ance, because tha t decision has no t been made ye t
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Sena tor Magnuson. W hat’s the use of  talking about it until the re’s a 
decision?

Secretary Marshall. I guess it’s imp ortant to go ahead and talk 
abo ut these other things.

Sena tor Magnuson. Yes.
Secretary Marshall. Unt il tha t decision  is made.
Senator Magnuson. Well, it’s been  3 weeks since the President  an ­

nounced his bud get  revisions, and  yet today you still cannot  tell us the  
final decision with respect  to this one item, at least, in the  Labor De ­
partment.

Secretary Marshall. Yes, sir.
Senator Magnuson. When do you expec t OMB will make  up its 

mind?
Secretary Marshall. I jus t don’t know.  I hope they do it soon.
Sena tor Magnuson. All rig ht

REDUCTION IN THE YOUNG ADULT CONSERVATION CORPS

Secretary Marshall. Le t me provide a few more details  of  t he pro­
posed  adjust me nt We are proposing to reduce the young adu lt conser­
vation program by approx imate ly 40 percent. Although  enroll ees in the 
YACC program  perform important conservation work, such  as forest 
fire control,  reforestation, trail clearing, and  cam pground preparat ion,  
the program has been redu ced  for two reasons: First, the YACC pro­
gram, unlike all the other youth emp loym ent prog rams administered  by 
the Department, is the only prog ram tha t is poorly targe ted—only 34 
percent of  the  youth in YACC are from economica lly disadvan taged  
families; second, the  YACC unit cost, projected to be  $12,652 in fiscal 
1981 and-----

Senator Magnuson. $12,652 per  en rollee?
Secretary Marshall. Yes, sir; it is one of  the  highest un it costs for  

any CETA program.
Sena tor Magnuson. Is tha t broken  down by States? My State, 

Washington, has one of those programs.
Secretary Marshall. Yes, sir, it does.
Senator Magnuson. Is tha t the only one?
Secretary Marshall. N o.
Sena tor Magnuson. There are others?
Secretary Marshall. There are many  others; yes.
Sena tor Magnuson. Well, I imagine my State would be jus t as high  

as the rest  o f them. If  you could get us a breakdow n for the record.
Secretary Marshall. All righ t We ’ll do th a t We think that  the  

YACC prog ram is a good one, bu t it may prob ably  not be the  most  
efficien t means of  assisting disadvantaged youth.

In that  res pect we have to spend about $32,000 to reach one disad­
vantaged youth with a year  of  service. Enro llments will be reduc ed by 
8,400 slots from the  proposed beginning-of-year-1981 level of  21,900. 
The  1980 savings will be achieved as the  program phases down this  
year to its 1981 level. It will con tinue to provide work exper ience  in 
conservation activities on Federal and State publ ic lands  for about 
13,500 service years or 38,600 part icipants  in 1981.
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REDUCTIONS IN CETA TITLE VI

Title VI of  CETA, which provides countercyclical public  service jobs, 
is reduced  by approximately  27 pe rcen t or 51,000 slots, down to 149,000 
slots, as compared to the curr ent enro llment level, and  the  original 1981 
request of  200,000 slots.

Senato r Magnuson. Now, let’s get that  str aig ht  The  1981 request 
provides for 200,000 slots?

Secretary Marshall. Yes, sir.
Senato r Magnuson. And tha t’s down how much? In the 1980 budget , 

we ha d more  than  th at
Mr. Zuck. 200,000 is where we would have been  at the  end  of  1980. 

We were going to carry tha t level forward into 1981, now we’re re­
ducing it to 149,000.

Senato r Magnuson. You’re reduc ing it?
Mr. Zuck. Our revised 1980 end-of -year enrollm ent  is now projected 

at 149,000 or a 51,000 slot reduction  from our original estimate of  
200,000, a nd we a re proposing to carry the 149,000 slo t level into  1981.

Senator Magnuson. And how much was that average down from 
1979—quite a bit, wasn’t it?

Mr. Zuck. Yes.
Senato r Magnuson. In oth er words, we’re trying to phase ou t CETA, 

depending upon economic conditions, and we were well on our  way 
toward phasing  it out when this oth er thing  hi t us.

Mr. Zuck. Yes, sir; we had gone up to abo ut 750,000 slots altoge ther, 
at the peak. We think that  the reduction  can be achieved by attrit ion.

Senato r Magnuson. You think cutt ing 8,400 slots can be achieved 
through attrition?

Secretary Marshall. Yes, sir; the  specific amen dments to the 1981 
budget  now before  you diffe r somew hat from the summary the  admin­
istration  subm itted  in its revised budget in March  with respect  to wel­
fare reform  demonstration projects. Rather  than totally elimina te the 
demonstra tion projec ts-----

Senator Magnuson. Wait a minute. In the Senate  Budget Comm ittee,  
we reduced it even more.

Secretary Marshall. Yes, sir; and  we think it would be unwise to re­
duce it even more, especially since the recession everybody has been 
looking toward appears  to be here now. If we do get rising unemploy­
ment—as we all expect—then  it would not make sense to elimina te title 
VI, which is the main countercyclical title of  CETA.

Senator Magnuson. Well, for every 1 percentage point that  unem­
ploym ent goes up, it costs the Federal bud get  $20 mill ion more.

Secretary Marshall. T hey’ve even raised th at  CBO has raised  it $29 
million, which means that  if  we reduce unemployment by 1 percent 
with this program, we spend $10 billion and save $25 million.

Senator Magnuson. In theory. Those are assumptions.
Secretary Marshall. N o; I think in practice . I think we’ve pret ty well 

demonst rated  we could  do it.
Senato r Magnuson. What did the House Budge t Com mittee do on 

this?
Secretary Marshall. They adopted  o ur  r eque st
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Senator  Magnuson. And the Senate cut  the request, so tha t will still 
have  to go to Congress.

Secretary Marshall. The  Senate  is waiting for the  House , and the 
Hous e is suppo sed to take it up this week, I think  tomorrow.

Senator  Magnuson. Tomorrow  or  Thursday, so we’ll get a pret ty 
good rundow n on this item. This is one of  the main  items in the  
bu dg et

Secretary Marshall. Yes.
Senator  Magnuson. Al l rig ht

WELFARE REFORM DEMONSTRATION PROJECTS

Secretary Marshall. And  the  oth er main item, welfare refor m dem ­
onstrati on projects, rath er than totally elimin ate the dem ons trat ion pro j­
ects, the Depar tme nt will cont inue  them  on a scaled-down basis. To 
finance these projects witho ut changing the Dep artm ent ’s total bud get  
redu ction, the title II- D program will be slightly redu ced in fiscal years 
198 0 and  1981  to accom modate the projects. In total, the two programs  
will still create approx imately 247,5 00 slots for the structurally une m­
ployed.

Sena tor Magnuson. Wh at do you mea n by “stru ctura lly unem ­
ploy ed’’?

Secretary Marshall. We mean  people who woul d be unem ploy ed 
even  if  une mpl oym ent dro pped 1 percent; peop le who would have 
much high er levels of -----

Senator  Magnuson. Absolu tely unem ploy able ?
Secretary Marshall. The y’re not employable unless  you do some­

thing.  The y’re not likely to get into the  work force. The y’re youths who 
are untrai ned; if une mpl oym ent wen t down it would  be hard to get  
them into  the labo r force—minorities, people who are  conc entra ted in 
places with very high  levels of  unem ployment, peop le on welfare  who 
would  take  j obs bu t lack the train ing or lack the experience.

The welfare  reform  demonst ratio n project has found tha t one of  t he 
main  reasons tha t a lot of people do not get job s tha t are alread y avail­
able  is tha t they  do n’t really know how  to look for a job, or  don ’t have 
the  information tha t you can give them .

So we found so far  in the demonst ratio n projec ts------
Sena tor Magnuson. I can’t und erst and  thei r not having the informa ­

tion. The  purp ose of this program was to phase them  in some way.
Secretary  Marshall. Yes,  sir.
Sena tor Magnuson. I always ques tion  whe ther  most  of the  j obs  avail­

able  train  peop le from scratch. The re are all kinds of job s tha t are 
available for peop le who are employe d to be a specialist or something. 
The purp ose of this program, I thought, was a very good one.

Secretary Marshall. It still is a very good one. Th at’s the reason we 
want to keep i t  What we foun d so far is we have been able to place 45  
perc ent of  the peop le on welfare who have been  involved in a dem on­
stration project  in the priva te sector, which mean s you reduc e the  cost 
o f welfare reform.

Sena tor Magnuson. It may be tha t they can get work at a temporary 
job  until  ther e is an opening for something  they are more trai ned  for.
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Secretary Marshall. So we think it is a very good  project,  and we 
wan t to------

Senator Magnuson. You’re no t cutting  it out altogether?
Secretary Marshall. N o, sir; we’re scaling i t down to  12 sites.
Senator Magnuson. Originally there  were 16 sites.
Secretary Marshall. Yes, sir.
Senator Magnuson. And for 1981 you’re scaling it d own to 12.
Secretary Marshall. Yes, sir.
Senator Magnuson. All rig ht

LEGISLATIVE PROPOSALS

Secretary Marshall. In  addi tion to the prog ram reduction, the March 
revised budget contains  two legislative proposals designed to achieve 
savings in 1981.

One would amend CETA and  the Emergency Jobs  and Unemploy­
ment Assistance Act of  1974 to eliminate the  special CETA requ irem ent  
and the Federal funding of  une mploym ent  benefi ts to public  service 
employment participants based on time spen t in public service jobs . 
The  rationale for this change  is that  the  jo bs are inte nded to be tem po­
rary and not unem ploy ment compensation .

The administra tion is also proposing  to rationalize the time frames 
and the meth ods by which cost-of-living adjus tments are made for the 
benefits  received by Federal workers retired on a disability pension. In 
recent  years, the  irregular system of  cost-of-living adjustments to ben e­
fits paid und er the Federal Employees’ Compensation  Act has resulted 
in as many as three  increases in a year’s time. These benefi ts paid by 
the Departm ent of Labor as pa rt of its responsibilities und er the FECA  
will be adjusted  only once a year.

The same once-a-year adjustme nt is being proposed for Fed eral  civil­
ian and military retiremen t systems. Governm ent-wide  savings from this 
proposa l are now estimated at $33 million in 1981.

Senator Magnuson. Th at’s $33 million  for this part icula r program?
Secretary Marshall. Yes, sir.
Senator Magnuson. N ot govem mentw ide?
Secretary Marshall. Well, we pay govem mentwide,  and we pay the 

FECA.
Senator Magnuson. If  we set all programs to a once-a-year CPI 

adjustment we’d save about $3 billion .
Secretary Marshall. That’s ri gh t
Senator Magnuson. You ’re ju st  falling in line with what the Fed eral  

Governme nt requ ires legislation on.
Secretary Marshall. Yes, sir.
Senator Magnuson. That’s a problem here. The legislative commit­

tees are not acting, but maybe they will act before we mark up the bill.

TRADE READJUSTMENT ASSISTANCE

Secretary Marshall. Yes, sir; recently, auto  impo rts have captured  a 
large share  of  the  U.S. ma rket reaching historic highs in the last several 
months. The severity of  the onset of  gasoline prices, coup led with the
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high rate o f inflation, has also imp acte d heavily on sales of all U.S. 
automobiles, particularly large r sized vehicles. The  recession and  credit 
contro ls will also add  to the industr y’s prob lems. Increased imports, 
together with these oth er developments, have led to a rapid  and  une x­
pect ed increase in caseload and certif icatio ns for autom obile  workers 
und er the trade  readjustm ents program.

It is difficul t to forecast accura tely trad e read justmen t payments for a 
num ber of  reasons. Historically, estim ates of  pen ding  certifications have 
not track ed closely with the actual level of  TRA outlays, because esti­
mates of  the  num ber of  workers who will apply and  qualify  for TRA  
can only be very rough and  subje ct to wide variability .

Conse quent ly, the administ ratio n has been reluctant  to revise budge­
tary estimates upward until there is a dem ons trated increase in the level 
of  outlays. Outlay s as a resul t of  certifi cation  are greatly influenced by 
cyclical variation. Furt her,  since cove red workers have  2- or 3-yea r per i­
ods in which to apply for benefits, and  the  bene fit peri ods may be 
reestablished  each time ther e is a layo ff under a valid certification, 
there  is a real  and  unkn own poten tial for earli er claimants to reappl y at 
any time.

It is not feasible to identif y in advance how many workers will likely 
be certi fied in a given industry , base d on aggreg ate impo rt pene trati on 
data.

In fiscal year 1979, the TRA  outlays  barely increased  over fiscal 1978 . 
The Dep artm ent  proje cted more  than a 40-perc ent  increase in trade  re­
adjustme nt outlays  for the bud get for fiscal 1980. Activity through 
Janu ary 1980 und er the  Fede ral une mp loy ment and benefits allowances 
account was generally on target, altho ugh TRA payments in Janua ry 
actually fell from the December level.

Senator Magnuson. What is the total of  th at appro pria tion ?
Mr. Weatherford. $381  million.
Senator Magnuson. And you would add  to that-----
Secretary Marshall. $1.4 billion.
Senator Magnuson. Tha t is one of  the  larger bud get  items.
Secretary Marshall. Yes, it is very large. It’s mainly  the trad e rea d­

jus tment  benefits .
Senat or Magnuson. I know.
Secretary Marshall. It includes a numb er of  other FUB A account 

items.
Senator Magnuson. Well, I’m afra id this will sprea d to the steel, and  

rub ber  industries. But anyway, you’re antic ipatin g the 1980  and  1981  
budgetary prob lem.

Secretary Marshall. Yes.

IMPACT OF FO RE IGN  AUTO MOBILE TRA DE

Sena tor Magnuson. A lot  of  the man ufac turers themselves are pri ­
marily responsible for this crisis. They wou ldn’t adjust themselves to 
producing the  smalle r cars unti l it was t oo late.

Secretary Marshall. I agree. But-----
Senator Magnuson. I see that  the head o f the autow orker s union is 

calling for a drastic redu ction of  imports. The  Japanese , for instance,



92

are antic ipating  that  and they are building  plan ts in the United  States 
which will employ American workers. They’re ju st financing it and they 
will be the owners. So m aybe we will see some relief.

American producer s just wouldn’t listen. They  wanted to sell larger 
cars so they could make a better profit on them.

Secretary Marshall. Which they can ’t sell now.
Autom obile  sales are not down as much as American automob ile 

sales are down. Foreign sales a re up.
Sena tor Magnuson. General sales aren ’t as low as Am erican sales?
Secretary Marshall. Yes.
Senator Magnuson. Jus t not keeping up with the real facts o f l ife, I 

think.
We’ll take a look at th at
Secretary Marshall. We have a real problem here.  We’ll be out  o f 

funds by May 23 if we are unab le to get supplemental reques t 
approved.

CERTIFICATION FOR TRA BENEFITS

Senator Magnuson. How do workers apply  for funds? Say I’m a 
workman and they lay me off. How do I apply? Do I apply  as an 
individual or as par t of  a group?

Mr. Fooks. Initially, the workers or the official representing the 
workers or the  company will file a petit ion alleging that impo rts are  
causing unemploym ent. We do an investigation to dete rmine the extent  
to which imports  are an important factor. If  we determine  they are an  
important factor, we certify the group , and  any individual in tha t cert i­
fication goes to the local unem ploy ment insurance office and  applies.

Senator Magnuson. But they don’t do it as an indiv idual to begin 
with; it’s a group?

Mr. Fooks. T hat’s cor rec t
Sena tor Magnuson. That puts you on the eligibility list and  then 

you’ve got to go and  make  individual application?
Mr. Fooks. Yes.
Senator Magnuson. Some then  do apply and  some don’t  Some may 

find o ther  jobs.  OK.
DEPLETION OF FUBA ACCOUNT

Secretary Marshall. Le t me also emphas ize, Mr. Chairman , tha t the  
entire FUBA accoun t which not  only pays benefits for trade adju st­
ment allowances, bu t also pays benefi ts for unemployment compensa­
tion for Federal  employees, unemployment compensation for exservice­
men,  Redwoods, reim bursement of the cost  of  benefits paid  to former 
CETA/PS E workers, and benefi ts paid on the basis of  trans ition wage 
credits to workers newly covered by State laws beginning in 1978, will 
comple tely run  out of  ftmds by May 23, 1980.

This will poten tially  affect  an estim ated 700,000 benef iciaries by the 
end  of the year. If  a supplemental is no t adopted by May 23, 1980, 
600,000 beneficiaries  will immediately be affec ted and  will not receive 
their weekly enti tlem ent checks.

Sena tor Magnuson. Weekly? We pay them weekly?
Mr. Fooks. Yes, sir.
Sena tor Magnuson. Doesn’t tha t add a lot  o f paperwork?
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Mr. Fooks. It’s an add-on to the unem ploy ment insurance.
Senato r Magnuson. Unemployment insurance  is paid weekly, too?
Mr. Fooks. Yes.
Senato r Magnuson. Why would it be an add-on?
Mr. Fooks. That’s what the law requires. It supp lements  unemploy­

ment insurance.
Senator Magnuson. It supp leme nts the time assistance runs  or the 

total amount of  money?
Mr. Fooks. Both.
Senato r Magnuson. And will a worker tha t is out of work for 12 

months or something like that,  get  it regardless? Is there  a requ irem ent 
to look for another  job?

Mr. Fooks. He’s req uired to be available  for work.
Senator Magnuson. I know. But if  there’s no other work in the 

vicinity? He may be a good mechanic and he could work elsewhere, but 
perhaps he can’t d o it in the vicinity.

NUMBERS RECEIVING BENEFITS

All right. Now, I have a few questions  tha t I will subm it for the 
record.

Why are you running  out of funds for the  Federal unem ploy ment 
benefits? How many peop le are receiving unemploym ent  benefits? Do 
you have a figure?

Mr. Weatherford. Yes, sir; we have the most  r ecent week.
Senator Magnuson. I know it varies.
Mr. Weatherford. A bou t 3.5 million are receiving some form of  un ­

employm ent benefit
Senator Magnuson. So when you talk about running out  of funds, 

you mean to indicate that  600,000 will ru n out?
Mr. Weatherford. Tha t’s made up of -----
Senator Magnuson. In addi tional funds.
Mr. Zuck. That ’s the Federal part
Senato r Magnuson. O f th e trade  adjust me nt
Mr. Weatherford. We will also run out  of  funds  to pay the regular 

unemployment bene fits for both Federal  employees or  exservicemen, 
postal workers, and for publ ic service employees. All of  those are paid 
out  o f the genera l revenue ac coun t

alternatives to current tra payment requirements

Senator Magnuson. But you have  enough money in the  1980 budget  
to take care of  unemployment insurance?

Mr. Weatherford. Yes, sir; we don’t have a prob lem except for the 
fact tha t the re’s an increase tha t the Secretary talked about, the  TRA  
benefits.

Senator Magnuson. Supposing that  the Trade  Act did n’t e xis t
Secretary Marshall. Then we w ould n’t be  here.
Senator Magnuson. You still have enough money to pay unemploy­

men t benefits in 1980 and in 1981? In your estimate you may have 
more  than you think.

6U-130 0 - 8 0 - 7
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Secretary Marshall. If  we miscalculate  unemploym ent, then  obvi­
ously—

Mr. Zuck. M r. Chairman, I think the  figure------
Senator Magnuson. If  the law were chan ged to require import- 

affected workers  to exhaust une mploym ent insurance benefits before re­
ceiving extra Trade Act benefit s, how much less of  an appropriat ion 
would be need ed for trade adju stment assistance?

Secretary Marshall. About 60 percen t less.
Senator Magnuson. This then is something the legislators have  to 

make up thei r mind s ab ou t Have you bee n called on to recom mend 
such a change?

Secretary Marshall. I haven’t been called on the record . I have  been  
examining the implica tions of diff erent proposals .

Sena tor Magnuson. Well, it would reduce our  obligation  or  your 
estimate on the  Trade Act approximately 60 percent?

Secretary  Marshall. Yes.

NEW YOUTH PROGRAMS

Senator  Magnuson. All rig ht  Now, why do you recom mend creat ing 
new youth programs and expanding thei r fund ing $300 million, while at  
the same time proposing a cutback in the well-functioning Youn g Adu lt 
Youth Conservation Corps?

Mr. Zuck. The YACC is more  expensive. We can do a lot  more  with 
the money in the oth er-----

Sena tor Magnuson. Couldn’t you phase  it in some way?
Mr. Zuck. That’s what we’re doing . The  President has recommended 

a $2 billion program which we’re s tarting to phase in. But we also want  
to keep the  Young Adult  C onservation Corps.

YOUNG ADULT CONSERVATION CORPS

Sena tor Magnuson. How much is involved in the Young Adu lt Con­
servation Corps? What is th e total?

Mr. Zuck. It was $265 million  in the  Pres iden t’s Janua ry bud get  sub­
mission, and we’re now requesting a $141 million  reduction  to a level 
of  $124 mil lion.

Senator  Magnuson. Some of  the rest  of  the programs ought to take a 
cut too. The  biggest  c ut is in the YACC program.

Mr. Zuck. Yes, sir.
Senator Magnuson. Now we’re willing to  take our  share of  the cuts, 

bu t why d o you give us the biggest cut?
Secretary Marshall. The  main  reason  is the cost pe r slo t
Sena tor Magnuson. Well, you can get some cost figures on some of 

the youth unem ployment levels too that are pretty high.
Secretary Marshall. I don ’t bel ieve you’ll get the amoun t the YACC 

has.
Sena tor Magnuson. I know. The  value o f the YACC is in  the caliber 

of  people tha t come out They won’t give you any more  trouble. You’re 
through with them. I have a long history  of CCC camps in my section 
of  the country. We find some of  the  third  generation best citizens we
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have came out of  the CCC camps  off the  streets in Brooklyn. It was the 
best program we had and they saved insurance  costs alone 22 times the 
amo unt of  the  CCC program  cost, just  on insurance payments.

The main thing is you don’t have any trouble with them.  No 
delinquency  records, or  crime. The  crime  record is zero.

RED UCTIO N IN SALARIES AN D PERSON NEL LEVELS

Now, oth er than that,  your revisions for the  1981 budget  asks for a 
reduct ion o f $20 million  in salaries and  expenses.  Are these through 

„ normal sta ff att rition  or will ac tual program cuts  be necessary?
Secretary Marshall. Well, we will do it thro ugh  a variety  of  ways. 

No prog ram cuts will be  necessary.
Senator Magnuson. W hat about OSHA inspectors?
Secretary Marshall. We’re actually going to increase OSHA inspec­

tors. We will not reduce OSHA inspectors.

WA SHING TON STATE HARVEST ING  PROBLEMS

Senator Magnuson. All right, tha t’s all I have except one last issue. 
I’ll talk to you about this. Spring is here, which means that Wash ington 
State’s berry crop will soon be ready for harves ting. What steps has the 
Labor Depar tment taken to help the  farmers with harvest labor?

Secretary Marshall. Mr. Elisberg has been ou t there with them, 
trying to do  everything we can within the limits of the court suit tha t 
we have. And we have asked  the  employm ent service to make special 
efforts to help the farmers.

Senator Magnuson. Why can’t you, as long as this  is a ll tied  up with 
the courts and  administrat ive rulings, allow them  to pick berries ou t in 
the State o f Washington. Why do n’t you let them  go this year and  let 
them pick them?

Secretary Marshall. Well, we have a cou rt ord er here  and  we have 
* conflicting court suits agains t us.

Senator Magnuson. But in the meantime, let’s help them. Nobody is 
going to put you in jail. And by the time they’re fully discussing it, 
why, the season will be over. [Laughter.]

» I was asked for 12 addit ional  temporary  staf f posit ions to be used
during the next 3 months for recr uitm ent  purposes.  Are you going to 
provide them?

Mr. Weatherford. I’m no t sure. I’ll look into tha t as soon as I get 
back down there and find o u t

Senator Magnuson. Help the farmers with the rec ruitm ent 
Secretary Marshall. They have told  me they’re going to do th at  

They didn’t tell m e how many  posit ions were involved.
Senator Magnuson. Well, I believe 12.
I have some questions  to subm it for the record.
[The following questions were no t asked at the hearing  but were sub ­

mitt ed to t he  Departm ent for response subseque nt to the hearing :]



Soaring Trade Benefits

Question: We learned through recent press reports of a 
"surprise" $1-1/2 billion increase in trade adjustment benefits, 
primarily for auto workers laid off due to foreign import 
competition. Today, you have confirmed that the existing $380 
million program suddenly has increased $1.5 billion. Are there 
any more surprises on the horizon?

Answer: The Department does not anticipate any new certifi­
cations of a magnitude comparable to those for the workers of 
Chrysler, Ford and General Motors. It is true, however, that the 
program is better known than in the recession of 1974 and 1975 
and that petitions for assistance will reflect layoffs nationally 
in virtually all industry sectors. Depending on the overall per­
formance of the economy and on import competition, certifications 
covering additional major industrial sectors might occur.

Question: Might payments to auto workers skyrocket even 
higher?

Answer: It is not only difficult to accurately forecast the 
extent of the current downturn in the economy but impossible to 
predict what impact imports will have in the months ahead. While 
it is normal to expect imports to decrease as the economy slows 
down, events overseas could lead to a more aggressive marketing and 
pricing by foreign competitors, thus exacerbating the layoffs 
already occurring.

Question: Might other industries, such as steel and rubber, 
suddenly put billion-dollar demands on this mandatory benefit 
program?

Answer: The Department’s best judgment is that this will not 
occur in the balance of FY 1980 and 1981, but there can be no 
guarantee in this regard. Whether the judgments with respect to 
auto worker payments are valid, again depends on the unpredictable 
actions of car buyers. The estimates on auto worker payments 
represent reasonable estimates based on what is known now.

Question: What plans do you have for the future of the 
trade adjustment assistance program if it continues to soar to 
multi-billion dollar level?

Answer: We do not expect trade adjustment assistance to be 
a multi-billion dollar payment program past FY 1981. The recent 
substantial payment increases are due to the unanticipated large- 
scale layoffs in the auto industry.

The Administration is currently reviewing the program. At this 
time, no legislative initiatives are contemplated in connection with 
the supplemental budget request.

Question: Are you requesting the entire two-year cost of $1.5 
billion in a supplemental?

Answer: Yes, we are requesting a supplemental appropriation 
of $1,953,000,000 for the Advances to the Unemployment Trust Fund 
and Other Funds Account, of which $1,522,000,000 is for an increase
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in  th e  amo unt n e cessa ry  fo r  n o n -r ep ay ab le  ad va nc es  to  th e  F ed e ra l 
Unem ployment B e n e f it s  and  Allo wan ce s accoun t.  We a re  re q u e s ti n g  
th a t  th e se  fu nd s re m ain a v a il a b le  u n t i l  Se ptem be r 30 , 1981 .

Bec au se  o f th e  u n c e r ta in t ie s  in  th e  econom ic s i tu a t io n  and  
th e  in h e re n t d i f f i c u l t i e s  in  e s ti m a ti n g  th e  TAA pr og ra m , i t  i s  
p o s s ib le  th a t  some o f th e  $400 m ill io n  pla nned  fo r  FY 1981  could  
be  ne ed ed  in  FY 19 80 . In  o rd e r to  avoid  th e  p o s s ib i l i t y  o f a 
se co nd  em ergency su pple m enta l fo r  TAA, th e  f u l l  $1 .5  b i l l i o n  
su pp le m en ta l i s  ne ed ed .

E rr o r in  Bu dg et E st im ate  fo r  Trade  B e n e fi ts

Q uest io n : We und ers ta n d  th a t  m an da to ry  b e n e f i t  pa ym en ts  to  
w ork er s who lo s e  t h e i r  jo b s  due to  fo re ig n  im port  com p e ti ti o n  may 
be  a b i l l i o n  d o l l a r s  h ig h e r th an  you r o r ig in a l  f i s c a l  1980  budg et  
r e q u e s t.  To wh at degre e a re  th e  numb ers o f w ork er s be in g  c e r t i f i e d  
fo r  tr a d e  ad ju s tm en t a s s is ta n c e  exceedin g  you r o r ig in a l  budget  p ro ­
je c t io n s ?

An swer:  The numb ers  o f w ork er s be in g  c e r t i f i e d  fo r  tr a d e  ad ­
ju s tm en t a s s is ta n c e  a re  ex ce ed in g our  o r ig in a l  p ro je c ti o n s  by ap p ro x i­
m at el y  68 p e rc e n t so f a r  th i s  y e a r and a re  ex pecte d  to  ex ce ed  our 
o r ig in a l  p ro je c ti o n s  by as much as 230 p e rc e n t fo r  th e  f i s c a l  y e a r .

Q uest io n : How do you pro pose  fi n a n c in g  th e se  h ig h e r tr a d e  
ad ju st m en t b e n e f i t  c o s ts ?

An swer:  We ha ve  re q u es te d  a su pp le m en ta l fo r  th e
Ad vances to  th e  Unem ployment T ru s t Fund and O th er  Fun ds account wh ich  
p ro v id es fo r  $1 .5  b i l l i o n  to  re m ai n a v a i la b le  u n t i l  Se ptem be r 30 ,
1981  fo r  th e  pu rp ose  of p ro v id in g  n o n -r ep ay ab le  ad va nc es  to  th e  
F edera l Unemplo yment B e n e fi ts  and  Allo w an ce s acco u n t,  fro m which  
Trade  Act b e n e f i ts  a re  p a id .

Q uest io n : Why d id n 't  you ha ve  b e t t e r  ad va nc e w ar ni ng  abo ut th e  
im pa ct  o f fo re ig n  im port s on dom es tic emplo ym ent?

Answe r: A gg re ga te  m ea su re s o f emplo yment  d is p la cem en t
a s s o c ia te d  w it h  in c re a se d  im port s a re  u su a ll y  bas ed  on r e l a t i v e ly  
o ld  d a ta  and  in v o lv e  co m pa riso ns  be tw ee n d i f f e r e n t  d a ta  s e r i e s  th a t  
a re  no t n e c e s s a r il y  e q u iv a le n t in  te rm s o f in d u s tr y  co ver ag e fo r 
purp ose s o f r e l a t i n g  ch an ge s in  em ployme nt , p ro d u c ti o n  and im p o rt s .

Even i f  su ch  d a ta  we re more  c u rre n t and  in t e r n a l ly  c o n s i s te n t ,  
i t  would  be d i f f i c u l t  to  fo re c a s t th e  ad ju st m en t a s s is ta n c e  c a se lo a d . 
The tr a d e  ad ju st m en t a s s is ta n c e  prog ram case lo ad  de pe nd s on im port s 
of s p e c i f ic  p ro d u c ts  l ik e  o r d i r e c t l y  c o m p e ti ti v e  w it h  th e  p ro d u c ts  
pr od uc ed  by w or ke rs  se ek in g  ad ju st m en t a s s is ta n c e . Data  on s p e c i f ic  
p ro d u c ts  i s  r a r e ly  a v a il a b le  in  th e  d e t a i l  and cu rr ency  th a t  wo uld  
make i t  u s e fu l fo r  p re d ic ti n g  c a se lo a d . The Tra de  Act o f 1974 
p ro v id es fo r  a m on it o ri ng  sy stem  which  was in te n d ed  to  p ro v id e  
ad va nc e w ar ni ng  ab ou t th e  im pa ct  o f im port s on dom es tic emplo yment  
and p ro d u c ti o n . Be ca use o f te c h n ic a l and o th e r  d i f f i c u l t i e s ,  th e  
m on it o ri ng  sy st em  ha s y e t to  be im plem en ted  on a m ea nin gfu l s c a le .

Program  e s t im a te s , th e r e fo re , a re  e s s e n t i a l ly  ba se d on s h o r t ­
te rm  p ro je c ti o n s  o f c u rre n t case lo ad  le v e l s .  Th ese p ro je c ti o n s  a re  
le s s  a c c u ra te  du ri n g  p e ri o d s  o f ab ru p t econom ic ch an ge  o r r e l a t i v e ly  
u n s ta b le  econom ic c o n d it io n s . U n fo rt u n a te ly , a r e l a t i v e  ab ru p t ch an ge
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i n  co nsu m er  p re fe r e n c e  f o r  a u to m o b il e s  o c c u r re d  a t  a ti m e  when th e  
d o m es ti c  in d u s t r y  wa s l e s s  a b le  to  a d ju s t  i t s  p ro d u c ti o n  to  m ee t th e  
a u to m o b il e  dem and  t h a t  d e v e lo p ed  as co m pa re d to  f o r e ig n  p ro d u c e r s . 
The D ep ar tm en t wa s aw ar e o f  th e  c a s e lo a d  d e v e lo p in g  i n  th e  a u to  
in d u s t r y  a s  e a r ly  a s  l a s t  S ep te m b er.  How ev er , b e c a u se  o f  b u d g e ti n g  
p ro c e d u re s , i t  wa s n e c e s s a r y  to  a w a it  a c t u a l  e v id e n c e  o f  c a s e lo a d  
d e v e lo p in g  in  th e  f i e l d  b e f o re  th e  b u d g e t e s t im a te s  w er e r e v is e d .

Q u e s ti o n : I s  y o u r new  e s t im a te  b a sed  s o l e ly  on  in c re a s e d
un em pl oy m en t in  th e  a u to  i n d u s t r y ,  o r  do  yo u a l s o  ta k e  in to  a c c o u n t 
l a y o f f s  o f  s t e e l  an d ru b b e r  i n d u s t r y  w o rk e rs , h i t  w it h  a r i p p l e  
e f f e c t  fr om  th e  a u to  l a y o f f s ?

Ans w er : Y es,  we have b a se d  o u r new  e s t im a te  s o l e ly  on  a c t u a l
an d p en d in g  c e r t i f i c a t i o n s  in  th e  a u to  i n d u s t r y .  We do  n o t  a n t i c i ­
p a te  t h a t  th e  s t e e l  an d ru b b e r  i n d u s t r i e s  w i l l  h ave  a s i g n i f i c a n t  
e f f e c t  on o u t la y s  in  FY 19 80  o r  FY 19 81 .

C o n su lt a n t Cu t

Q u e s ti o n : In  h i s  m es sa ge to  C o ngre ss  on  th e  r e c e n t  F i s c a l  
Y ea r 1981  b u d g e t r e v i s i o n s ,  th e  P r e s id e n t  l i s t e d  a s  one o f  h i s  
p r i n c i p a l  a c t i o n s ,  "A 15 p e rc e n t  r e d u c t io n  in  th e  u se  o f  c o n s u l ta n t s  
th ro u g h o u t th e  F e d e ra l  E s ta b l i s h m e n t .”

For F i s c a l  Y ear  1979, th e  l a t e s t  y e a r  f o r  w h ic h  in fo rm a t io n  i s  
a v a i l a b l e ,  yo u r e p o r te d  c o n s u l ta n t  c o s t s  o f  $ 2 3 .6  m i l l io n .

Are  yo u p la n n in g  to  re d u c e  t h a t  am ou nt  by  15 p e rc e n t  f o r  
f i s c a l  19 81 ?

Ans wer : The c o n s u l t in g  s e r v i c e s  am ou nt  o f  $ 2 3 .6  m i l l io n  wa s 
r e p o r te d  f o r  FY 1979. The t o t a l  f o r  FY 1981, how ever , i s  c u r r e n t ly  
e s t im a te d  a t  $ 1 1 .9  m i l l i o n .  The p ro p o se d  r e d u c t io n  o f  15% wou ld  
be  ta k e n  a g a in s t  th e  FY 19 81  e s t im a te  an d r e s u l t  in  an  o v e r a l l  c u t 
o f  a lm o st $ 1 .8  m i l l io n .

Q u e s ti o n : S p e c i f i c a l l y ,  w he re  a re  yo u g o in g  to  make  c u ts  in
c o n s u l ta n t  s e r v i c e s ?  Who lo s e s ?

Ans wer : The D epar tm en t i s  j u s t  now in  th e  p ro c e s s  o f  fo rm u la ­
t i n g  th e  r e d u c t io n  p la n  in  a cc o rd an c e  w it h  0MB re q u ir e m e n ts . The 
a c t u a l  im pact on i n d iv id u a l  p ro gra m s h a s  n o t y e t  b een  d e te rm in e d .

C ost  o f  T ra v e l

Q u e s ti o n : R e c e n tl y , S e n a to r  P ro x m ir e  p u t t a b l e s  in  th e  
C o n g re s s io n a l re c o rd  sh ow in g t r a v e l  c o s t s  b e in g  in c u r r e d  by  th e  
v a r io u s  D ep art m en ts  an d A g en c ie s .

For th e  D ep ar tm en t o f  L ab o r,  th e  t a b l e s  sho w F i s c a l  1979  
o b l ig a t io n s  o f  $44  m i l l i o n ,  w e ll  b e h in d  o th e r  D ep art m en ts  and 
A g en cie s.  How ev er , th e  t a b l e s  show t h a t  on th e  b a s i s  o f  a v e ra g e  
t r a v e l  e x p e n d i tu re  p e r  perm anen t em p lo y ee , th e  L ab or D epar tm en t 
s ta n d s  t h i r d  in  th e  F e d e ra l G over nm en t,  c lo s e  b e h in d  th e  D epar tm en t
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o f  S t a te  an d th e  m i l i t a r y  s id e  o f  th e  D epart m en t o f  D e fe n se .
L a b o r 's  c o s t  p e r  perm anen t em plo yee  i s  $ 1 ,9 8 7 .

Why i s  th e  t r a v e l  e x p e n d i tu re  p e r  perm anen t em plo yee  so  
h ig h  in  th e  L ab or D epar tm en t?

Ans wer : The D epar tm en t o f  L a b o r 's  t r a v e l  b u d g e t r e p r e s e n t s  a 
sm a ll  p e rc e n ta g e  o f  th e  t o t a l  b u d g e t— l e s s  th a n  0 .1  p e rc e n t  o f  th e  
t o t a l  o p e r a t in g  b u d g e t o f  $ 1 .0  b i l l i o n .  N e v e r th e le s s ,  i t  i s  an  
e s s e n t i a l  co m po ne nt  o f  a b u d g e t t h a t  r e q u i r e s  c o n t in u a l  t r a v e l  in  
many pro gra m  a r e a s .  The  D e p a r tm e n t' s  in s p e c t i o n  an d e n fo rc e m e n t 
a c t i v i t i e s  r e q u i r e  t h a t  F e d e ra l em plo yees  r e g u l a r ly  v i s i t  w o rk p la ce s  
th ro u g h  th e  U n it ed  S t a t e s ,  e . g . , OSHA an d MSHA in s p e c t io n  a c t i v i t i e s  
an d ESA en fo rc e m e n t a c t i v i t i e s .  In  a d d i t i o n ,  th e  B ure au  o f  Lab or 
S t a t i s t i c s  d a ta  c o l l e c t i o n  a c t i v i t i e s  a re  h ig h ly  t r a v e l  i n t e n s i v e .  
The Em ploy men t an d T ra in in g  A d m in is t r a t io n 's  t e c h n i c a l  a s s i s t a n c e  
and p ro gra m  m o n it o r in g  r e s p o n s i b i l i t i e s  a l s o  r e q u i r e  e x te n s iv e  
t r a v e l .  The O ff ic e  o f  th e  I n s p e c to r  G e n e r a l 's  and LMSA's a u d i t  
an d i n v e s t i g a t i o n  re q u ir e m e n ts  a ls o  r e f l e c t  a c o n s id e r a b le  am ou nt  
o f  t r a v e l  in  o r d e r  to  c a r r y  o u t t h e i r  p ro g ra m s.

Q u e s ti o n : What ca n be  do ne  to  b r in g  t h i s  c o s t  down w ith o u t  
im p a ir in g  D e p a rtm en ta l e f f e c t i v e n e s s ?

Ans wer : T her e  i s  no  a l t e r n a t i v e  to  F e d e ra l em plo yee  t r a v e l  i f  
th e  D epar tm en t i s  to  m ee t C o n g r e s s io n a l ly - e s ta b l i s h e d  o b j e c t i v e s .  
Very l i t t l e  d i s c r e t i o n  i s  a v a i l a b l e  to  th e  D epart m en t to  re d u ce  o r  
manage th e s e  c o s t s  i f  p ro gra m  l e v e l s  a re  to  re m ain  c o n s t a n t .  Mo st 
o f  th e s e  c o s t s  a r e  r e l a t e d  to  " in  an d a ro u n d "  t r a v e l  o f  f i e l d  
em p lo yees.

At c u r r e n t  r a t e s  o f  i n f l a t i o n ,  th e r e  i s  v e ry  l i t t l e  t h a t  th e  
D epar tm en t ca n  do to  b r in g  th e s e  c o s t s  down . R ece n t CPI t r e n d s  
hav e sho wn an  an n u a l in c r e a s e  o f  15 to  20 p e r c e n t  f o r  t r a v e l -  
r e l a t e d  f a c t o r s .  The  D ep ar tm en t ca n  manage a l im i te d  am ou nt  o f  th e  
in c r e a s e  by  c o n t r o l l i n g  n o n - e s s e n t i a l  t r a v e l  in  some a c t i v i t i e s ,  
b u t r e d u c t io n s  in  t h i s  a r e a  a re  n o t l a r g e  en ou gh  to  o f f s e t  m anda to ry  
c o s t  i n c r e a s e s  in  e s s e n t i a l ,  p ro g ra m - re la te d  t r a v e l .  R e d u c ti o n s  to  
th e  D e p a r tm e n t' s  t r a v e l  b u d g e t wou ld  n e c e s s a r i l y  a f f e c t  n e a r ly  a l l  
pro gra m s and r e q u i r e  c u r ta i lm e n t  o f  m ajo r o b j e c t i v e s .

F e d e ra l S a l a r i e s  an d E xpen se s
Q u e s ti o n : Yo ur  r e v i s io n s  to  th e  f i s c a l  1981  b u d g e t now ask  

fo r  r e d u c t io n s  o f  $14  m i l l io n  in  S a l a r i e s  an d E xpen se s o f  v a r io u s  
Lab or D epart m en t o f f i c e s .

W il l th e s e  r e d u c t io n s  be  made th ro u g h  norm al s t a f f  a t t r i t i o n  
o r  w i l l  a c t u a l  pro gra m  c u ts  be  n e c e s s a ry ?

Ans wer : G e n e ra ll y  th e  D epart m en t w i l l  make th e s e  r e d u c t io n s  
by  norm al  s t a f f  a t t r i t i o n ,  t h a t  i s  by  a ll o w in g  jo b s  to  re m ain  
u n f i l l e d  to  a ll o w  a r e d u c t io n  in  s t a f f  y e a r s .  How ev er , in  o r d e r  
to  a cc o m p li sh  th e  t o t a l  $14  m i l l io n  r e d u c t io n ,  $ 3 .7  m i l l io n  o f  th e  
r e d u c t io n  w i l l  be  mad e in  a u d i t  an d s tu d y  fu n d s .

Q u e s ti o n : W il l yo u be  re d u c in g  th e  b u d g e te d  l e v e l  o f  OSHA 
an d m in e s a f e t y  in s p e c to r s ?
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Ans wer : MSHA p ro p o se s  no  r e d u c t io n  in  m ine s a f e ty  i n s p e c t o r s .

T here  i s  no  r e d u c t io n  i n  th e  nu m be r o f  s a f e t y  an d h e a l t h  
i n s p e c t o r s ,  o r  o th e r  p o s i t i o n s ,  b u d g e te d  f o r  OSHA. In  f a c t ,  th e  47 
new co m p li an ce  p o s i t io n s  w hic h  C ongre ss  a u th o r iz e d  an d fu nded  f o r  a 
p a r t  y e a r  in  1980  w i l l  be  f u l l y  fu nded  an d s t a f f e d  in  19 81 .

The  $446,0 00 r e d u c t io n  i n  p e r s o n n e l  co m p en sa ti o n  f o r  OSHA's 
e n fo rc em en t a c t i v i t y  in  198 1 w i l l  n o t d e c re a s e  th e  nu mbe r o f  
i n s p e c t io n s  made i n  1981, s in c e  th e  h ig h e r  l a p s e  r a t e  a f f e c t s  o n ly  
th e  a v e ra g e  ti m e  to  b r in g  o n -b o a rd  re p la c e m e n t p e rs o n n e l f o r  no rm al 
s t a f f i n g  tu r n o v e r .  Newly  h i r e d  co m p li an ce  o f f i c e r s  m us t o r d i n a r i l y  
co m p le te  an  e x te n d e d  p e r io d  o f  c la s s ro o m  and o n - th e - jo b  t r a i n i n g  
b e f o re  m ak in g in d e p e n d e n t i n s p e c t i o n s ,  an d wou ld  n o t be  m ak in g 
i n s p e c t i o n s  in  1981  in  any e v e n t .

Q u e s ti o n : What w i l l  hap pen  to  th e  i n c r e a s e s  p r e v io u s ly  
b u d g e te d  f o r  two Mine S a fe ty  an d H e a lt h  A d m in is tr a t io n  f a c i l i t i e s ?

Ans wer : B a s i c a l ly ,  th e  in c r e a s e  p r e v io u s ly  b u d g e te d  f o r  co n­
s o l i d a t i o n  o f  a l l  A ppro val an d C e r t i f i c a t i o n  fu n c t io n s  a t  on e 
mod ern l o c a t io n  w i l l  be  d e la y e d . I n i t i a l l y ,  in  th e  FY 1981  b u d g e t 
MSHA in c lu d e d  $ 6 ,2 5 0 ,0 0 0  f o r  c o n s o l id a t in g  a l l  A ppro val  an d 
C e r t i f i c a t i o n  a c t i v i t i e s  now house d  a t  fo u r  d i f f e r e n t  l o c a t io n s  a t  
T r ia d e lp h i a ,  West V i r g in ia  ( D a l la s  P ik e  f a c i l i t y ) .  The r e d u c t io n  
o f  $ 1 ,8 2 0 ,0 0 0  p ro p o se d  in  th e  b u d g e t am en demen t w i l l  e x te n d  th e  
i n i t i a l  p h ase  o f  c o n s t r u c t io n  o f  th e  f a c i l i t y .  The  o u te r  s t r u c t u r e  
o f  th e  m ain b u i ld in g ,  w hic h w i l l  e v e n tu a l ly  h o use  a l l  A ppro val an d 
C e r t i f i c a t i o n  a c t i v i t i e s ,  ca n  be  c o n s t r u c te d .  How ev er , th e  t o t a l  
c o n s t r u c t i o n  can n o t be  com m it te d  in  FY 1981  a s  p re v io u s ly  p la n n e d . 
The r e lo c a t i o n  o f  th e  m ine i l l u m in a t io n  s im u la to r  from  th e  
N a t io n a l  Min e H e a lt h  and S a fe ty  Academ y to  D a ll a s  P ik e  w i l l  a ls o  
be  d e la y e d , a s  w i l l  th e  r e lo c a t i o n  o f  th e  two t e s t  cham ber s c u r r e n t ­
ly  lo c a te d  in  P e n n sy lv a n ia .

Th e in c r e a s e  p r e v io u s ly  b u d g e te d  f o r  p u rc h a se  an d a l t e r a t i o n  o f 
th e  Min e Em erge nc y O p e ra ti o n s  F a c i l i t y  a t  H opew ell , P e n n s y lv a n ia , 
w i l l  d e la y  a l t e r a t i o n s  to  th e  f a c i l i t y .  The  FY 1981  b u d g e t in c lu d e d  
$600,0 00 to  p u rc h a se  th e  la n d  an d s t r u c t u r e  an d $400,0 00 f o r  
b u i ld in g  a l t e r a t i o n s .  The  r e d u c t io n  o f  $400 ,0 0 0 -p ro pose d  in  th e  
b u d g e t am endm ent w i l l  p o s tp o n e  th e  b u il d in g ; a l t e r a t i o n s .  P u rc h a se  
o f  th e  H opew el l s i t e  i s  s t i l l  r e q u e s te d .

B la ck  Lu ng  B e n e f i t s

Q u e s ti o n : When do  yo u e s t im a te  yo u w i l l  need  an  e n a c te d  B la ck  
Lun g su p p le m e n ta l t o  av o id  ru n n in g  o u t o f  money t o  pa y m andato ry  
b e n e f i t s ?

Ans wer : When yo u a sk  a b o u t "m an d a to ry " b e n e f i t s ,  I  as su m e t h a t  
yo u a re  s p e c i f i c a l l y  r e f e r r i n g  t o  o n g o in g  m onth ly  inco me m a in te n an ce  
b e n e f i t s ,  th ough  th e  T ru s t Fund i s  r e q u ir e d  to  pa y a l l  m onth ly  and 
r e t r o a c t i v e  b e n e f i t s  t o  w hic h  a c la im a n t i s  fo und e n t i t l e d .

The  T ru s t Fun d c u r r e n t ly  h as s u f f i c i e n t  fu nds to  make m onth ly  
pa ym en t o n ly  th ro u g h  J u ly  1 5 th .



Q uest io n : Are Black  Lung b e n e f i ts  ru nn in g  ev en  h ig h e r  th an  
you a n ti c ip a te d  in  Ja nuary  an d, i f  so , by how much?

Ans wer: No, our l a t e s t  a v a i la b le  d a ta  in d ic a te  th a t  case s 
a d ju d ic a te d  in  th e  l a s t  few months  w i l l  on av er ag e re c e iv e  an 
e s ti m a te d  $1 3,78 0 in  b e n e f i ts  th ro ugh  Se ptem be r 15 , 19 80 . Thi s 
comp are s to  an e a r l i e r  e s ti m a te  o f $1 5,65 0 p e r  c ase . The we ek ly  
cl a im  ap p ro v al r a te  ha s a ls o  be en  s te a d i ly  f a l l i n g  s in c e  e a r ly  
March.

Q uest io n : What c o n s id e ra ti o n  i s  b e in g  g iv en  by th e  A dm in is tr a­
t io n  to  re q u e s ti n g  an u rg en t B la ck  Lung su p p le m en ta l,  in s te a d  of 
in c lu d in g  i t  in  th e  re g u la r  go ve rn men t-w id e F is c a l 1980  su pple m enta l?

Ans wer : The De pa rtm en t on s e v e ra l  o ccasi o n s has  s t r e s s e d  th e  1 
u rg en t ne ed  fo r  th e  Black  Lung su pple m enta l to  th e  C ongre ss . I t  i s  
our u n d e rs ta n d in g  th a t  th e  O ff ic e  o f Managem ent and  Bu dget has  a ls o  
n o t i f i e d  Co ng re ss  as  to  th e  urg en cy  of t h i s  su p p le m en ta l.

Im pen din g C uto ff  o f Unem ploym ent B e n e fi ts

Q u est io n : We u nders ta nd  you w i l l  ru n  ou t o f fu nd s by May 23 ,
1980 fo r  F ed e ra l Unem ploym ent B e n e fit s  and A llow an ce s,  due to  th e  
unex pec te d  h ig h  le v e l  o f  Tra de  Adj us tm en t A ss is ta n c e  b e n e f i t s .  You 
in d ic a te  60 0,00 0 people  co uld  ha ve  t h e i r  ch ec ks  d e la y ed . Of th o se  
who would  ha ve  t h e i r  b e n e f i ts  c u t o f f ,  how many a re  w ork er s a d v e rs e ly  
a f fe c te d  by fo re ig n  im port  co m p e ti ti o n , and how many a re  ex -s er v ic em en 
and  fo rm er  F e d e ra l em ploy ees?

Answer:  A cc or di ng  to  our e s ti m a te s , ap p ro x im ate ly  33 4,00 0
tr ad e -i m p ac te d  w ork ers , 12 7,00 0 ex -s er v ic em en and  63 ,0 00  fo rm er  F ed er-  
al ^em ^l oyee s and 76 ,0 00  fo rm er  PSE w or ke rs  would  ha ve  t h e i r  b e n e f i ts

Q uest io n : How many o f th e  60 0, 00 0 b e n e f ic ia r ie s  fa c in g  p o s s ib le  
d e la y s in  b e n e f i ts  a re  a c tu a l ly  s t i l l  une mp loy ed?

Answer:  V i r tu a l ly  a l l  o f  th e  b e n e f ic ia r ie s  a re  s t i l l  un em ploy ed ,
as  th e  r a te  o f  e n tr a n ce  o f ne wl y unem plo yed in to  th e  v a r io u s  b e n e f i t  
prog rams i s  a t  l e a s t  equal  to  o r ex ce ed s th e  re -em pl oy m en t r a te .

Q uest io n : S in ce  i t  i s  u n li k e ly  a Su pple m en ta l ca n be  enac te d  
by May 23, wh at  con ti ngency  p la n s  a re  you ma king  to  n o t i f y  b e n e f ic i ­
a r ie s  an d p ro v id e  o th e r  p o s s ib le  a s s is ta n c e ?

An swer:  W ith in  th e  n e x t few  days,  th e  Employment and  T ra in in g
A d m in is tr a ti o n  p la n s  to  a l e r t  c la im a n ts  o f th e  p o s s ib i l i t y  o f an 
in te r r u p t io n  in  pa ym en ts . Thi s w i l l  be  do ne  by is su in g  news r e le a s e s ,  
d is p la y in g  p o s te r s  in  Employm ent S e c u r it y  Age nc ie s and  p o ss ib ly  en ­
c lo s in g  " f ly e r s "  w it h  th e  c la im a n ts ' unemployment  b e n e f i t  checks.  A ll  
Emp loyment and T ra in in g  A d m in is tr a ti o n  R eg io nal  A d m in is tr a to rs  have  
be en  in fo rm ed  th a t  p re se n t FUBA re so u rc e s  w i l l  be  ex hau st ed  by ap p ro x i­
m at el y  May 23 , 1980 . A ls o , S ta te s  have  be en  in s t r u c te d  to  co n ti n u e  to  
ta k e  and  p ro cess  c la im s to  th e  p o in t o f pa ym en t, ev en  th ou gh  fu nds may 
not be  a v a i la b le  a t  th e  tim e th e  c la im  i s  ta k en . Thi s w i l l  ex p ed it e  
paym en ts when fu nds a re  made a v a i la b le .

E st im a ti n g  Tr ad e B e n e fit s

Q uest io n : E xpla in  how you a r r iv e d  a t  th e  e s ti m a te  th a t  an  
e x tr a  b i l l i o n  d o l la r s  w i l l  be  ne ed ed  fo r  tr a d e  ad ju st m en t a s s i s ta n c e  
b e n e f i ts .
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Answe r: Based on in fo rm a ti o n  g a th e re d  by th e  S ta te  Employment
S e c u ri ty  a g en c ie s  fro m th e  au to m obil e  p la n ts  p en di ng  c e r t i f i c a t i o n ,  
i t  i s  e s ti m a te d  th a t  th e re  a re  app ro x im ate ly  60 0,00 0 peo ple  
a s s o c ia te d  w it h  th e s e  p la n ts  where p e t i t i o n s  a re  pen din g . T his  
in c lu d e s  c u r re n t p la n t emp loyment as w e ll  a s  in d iv id u a ls  on perm a­
nen t o r te m po ra ry  la y o f f  s in c e  Ja nuary  1979 .

As o f th e  end  o f March th e re  were appro x im ate ly  21 2,00 0 w ork er s 
pe rm an en tly  la id  o f f  in  th e  dom es ti c au to  in d u s tr y  (a  pe rm an en t 
la y o f f  i s  on e o f 6 o r more mo nths  in  d u ra t io n ) . In  a d d it io n , i t  i s  
a n ti c ip a te d  th a t  mo st in d iv id u a ls  ha ve  o r w i l l  e x p e ri en ce  one o r 
more p e ri o d s  of te m po ra ry  la y o f f  (1 -3  weeks  ea ch ) be tw ee n Ja nuary  
1979 and  Se ptem be r 1981 due to  la y o f f s  d u ri n g  mo del  ch an geover,  e tc .  
I f  th e se  p la n ts  a re  c e r t i f i e d ,  t h i s  w i l l  r e s u l t  in  a la rg e  num ber of  
co mpe ns ab le sh o r t- te rm  la y o f f s  due to  th e  Tra de  Ac t p ro v is io n ..  The 
p ro v is io n  s t a t e s  th a t  a l l  w ork er s who a re  co ver ed  und er  a c e r t i f i c a ­
t i o n ,  and  who experi ence  a week o f unem ployme nt , a re  p o te n t ia l ly  
e n t i t l e d  to  tr a d e  ad ju st m ent a s s is ta n c e  a ll ow ances.

S in ce  th e  in v e s ti g a ti o n s  which  w i l l  d ec id e  w het her  th e s e  p e t i ­
t io n s  a re  c e r t i f i e d  a re  s t i l l  in  p ro g re s s , i t  has  be en  ass um ed fo r  
e s ti m a ti n g  purp ose s th a t p e t i t i o n s  cov e ri n g  45 0, 00 0 of th e  60 0,00 0 
w or ke rs  w i l l  be  c e r t i f i e d  and  th ey  w i l l  app ly  fo r  and  be  e l i g ib l e  
fo r  some amoun t o f tr a d e  a ll ow ances du ri n g  1980 and  1981 . Of th e se  
i t  ha s be en  ass um ed th a t  20 0, 00 0 w i l l  ha ve  be en  per m an en tly  la id  o f f  
and  th a t  th e  re m ain der,  25 0, 00 0 ha ve  o r w i l l  exp e ri en ce  te m po ra ry  
la y o f f s  d u ri n g  th e  two y ear p e ri o d .

Dur ing F is c a l Yea r 19 80 , i t  i s  a n ti c ip a te d  th a t  29 0, 00 0 w i l l  
app ly  fo r  b e n e f i t s ,  o f whom 13 0,00 0 w i l l  ha ve  be en  per m an en tly  
l a i d - o f f  and 16 0,00 0 w i l l  ha ve  ha d te m por ar y la y o f f s . The re m ain der,  
16 0,00 0 w i l l  apply  du ri ng  F is c a l Yea r 19 81 . T his  w i l l  in c lu d e  
70 ,000  on pe rm an en t la y o f f  and 90 ,0 00 on te m po ra ry  la y o f f .

Q uest io n : How much of t h i s  a d d it io n a l amo unt i s  fo r b e n e f i t 
pa ym en ts fo r  w ork er s th a t ha ve  a lr e a d y  be en  c e r t i f i e d ?

Answe r: At t h i s  ti m e, app ro x im ate ly  $350 m ill io n  of t h i s  
a d d it io n a l amo unt  i s  fo r  pa ym en ts to  w ork er s th a t ha ve  a lr e a d y  
be en  c e r t i f i e d .

Q uest io n : How many tr a d e  ad ju s tm en t a s s is ta n c e  case s a re  
c u r r e n tl y  pe nd in g appro val a t th e  Lab or  D ep ar tm en t, a f f e c t in g  how 
many w or ke rs ?

Ans wer : I t  i s  n o t p o s s ib le  to  e s ti m a te  th e  num ber  o f case s
c u r r e n tl y  un der  in v e s ti g a ti o n  wh ich  w i l l  be  c e r t i f i e d .  Only a f t e r  
th e  in v e s ti g a ti o n  i s  co m pl et ed  and th e  c e r t i f y in g  o f f i c e r  has  ac te d  
can  i t  be known i f  a c e r t i f i c a t i o n  w i l l  be  is su e d . In v e s ti g a t io n s  
ha ve  be en  co m pl et ed  on th e  l a s t  ca se s in vo lv ed  in  th e  mass f i l i n g s  
by th e  UAW coveri ng  GM and  Fo rd . As o f May 13 , 19 80 , th e re  we re 
ab ou t 700 p e t i t i o n s  coveri ng  ab out 30 ,000  w or ke rs  un de r in v e s ti g a ­
t io n  p lu s  360 p e t i t i o n s  wh ere  th e  in v e s t ig a t io n  had no t y e t be en  
i n s t i t u t e d .

Q uest io n : P ro vid e fo r  th e  re co rd  a l i s t ,  by in d u s tr y , o f th e  
num ber  o f w or ke rs  c u r r e n tl y  re c e iv in g  tr a d e  ad ju st m ent a s s is ta n c e  
b e n e f i ts  and  th e  am ou nt s, w ith  n a ti o n a l t o t a l s .  Al so  p ro v id e  yo ur  
p ro je c ti o n  o f a d d it io n a l w or ke rs  and  am ou nt s,  by in d u s tr y , who a re  
expecte d  to  re c e iv e  b e n e f i ts  fo r  th e  re m ai nder  o f f i s c a l  19 80 , as  
w e ll  as  fo r  f i s c a l  1981.



An sw er : In  th e  UI a c c o u n ti n g  sy s te m , fr om  w hic h t r a d e  a d j u s t ­
me nt a s s i s t a n c e  b e n e f i t s  a r e  p a id ,  th e  s p e c i f i c  in d u s t r y  o f  each  
r e c i p i e n t  i s  n o t a  r e p o r t a b le  it e m . N a t io n a l ly  a t  p r e s e n t ,  2 5 0 ,0 0 0  
w o rk e rs  a r e  r e c e iv in g  t r a d e  a d ju s tm e n t a s s i s t a n c e  b e n e f i t s  w hic h  
t o t a l ,  th ro u g h  M ar ch , $ 3 6 7 ,0 0 0 ,0 0 0 . We a n t i c i p a t e  in  F i s c a l  Y ea r 
19 80  t h a t  a b o u t 2 1 3 ,0 0 0  w o rk e rs  i n  i n d u s t r i e s  su ch  a s  fo o tw e a r , 
a p p a r e l ,  s t e e l ,  an d e l e c t r o n i c s  w i l l  r e c e iv e  t r a d e  re a d ju s tm e n t  
a ll o w a n c e s . An a d d i t i o n a l  2 9 0 ,0 0 0  a u to  w o rk e rs  a r e  a l s o  e x p e c te d  
to  r e c e iv e  b e n e f i t s  in  t h i s  f i s c a l  y e a r .  In  F i s c a l  Y ear  19 81  i t  i s  
a n t i c ip a t e d  t h a t  ab o u t 160 ,0 0 0  a u to  w o rk e rs  an d 2 1 8 ,0 0 0  w o rk e rs  in  
o th e r  i n d u s t r i e s  w i l l  r e c e iv e  t r a d e  a d ju s tm e n t a s s i s t a n c e .

GAO R ep o rt  on  T ra de  A d ju st m en t A s s is ta n c e

Q u e s ti o n : The G en era l A cco u n ti n g  O f f ic e ,  i n  a  r e p o r t  
i s s u e d  J a n u a ry  1 5 , 1980, fo und t h a t  a lm o st t h r e e - f o u r th s  o f  th e  
w o rk e rs  who r e c e iv e d  t r a d e  a d ju s tm e n t a s s i s t a n c e  b e n e f i t s  w en t 
b ack  to  wor k a t  t h e i r  o ld  f i rm s . Ab ou t 60  p e r c e n t  o f  th o s e  who 
re c e iv e d  b e n e f i t s  w er e a lr e a d y  back  to  wor k a t  th e  ti m e  th e y  
a p p li e d  f o r  t r a d e  a d ju s tm e n t a s s i s t a n c e .  I t  to o k  an  a v e ra g e  o f  
26 7 days f o r  w o rk e rs  to  r e c e iv e  b e n e f i t s  from  th e  ti m e  o f  p e t i t i o n  
f i l i n g .

Do yo u th in k  th e  la w  sh o u ld  be  ch an ged  to  r e s t r i c t  T ra d e  Ac t 
b e n e f i t s  to  w o rk e rs  who c an n o t f in d  a jo b ?

Ans wer : Th e GAO r e p o r t  a c c u r a te ly  r e f l e c t s  pro gra m  p e rf o rm a n ce  
f o r  th e  i n i t i a l  y e a r s  o f  th e  p ro gra m . P e rf o rm an ce  o v e r  th e  mor e 
c u r r e n t  p e r io d  h a s  im pro ved  c o n s id e r a b ly .  Mo st w o rk e rs  r e c e iv e  
b e n e f i t  pay m ents  i n  a p p ro x im a te ly  90 d ays a f t e r  f i l i n g  a p e t i t i o n  
f o r  c e r t i f i c a t i o n .

The D epart m en t i s  in  th e  p ro c e s s  o f  re v ie w in g  th e  GAO R ep o rt  
an d o th e r  r e l a t e d  d a ta  on  T ra de  A d ju st m en t A s s is ta n c e .

Q u e s ti o n : What h a s  been  do ne  to  s h o r te n  th e  d e la y  be tw een  
p e t i t i o n  f i l i n g  an d r e c e ip t  o f  b e n e f i t s  f o r  im p o r t - a f f e c te d  
w o rk e rs ?

What im pro vem en ts  hav e been  mad e i n  th e  s t a t i s t i c s  c i t e d  
p re v io u s ly  from  th e  GAO r e p o r t?

Ans wer : The D epar tm en t h a s  u n d e r ta k e n  an  e x te n s iv e  o u tr e a c h  
p r o j e c t  w hic h h a s  ha d th e  e f f e c t  o f  e n c o u ra g in g  th e  e a r l y  f i l i n g  
o f  p e t i t i o n s  by  w o rk e rs  an d c o n c u r r e n t ly  h a s  ha d s t a t e  a g e n c ie s  
to  make pay m en ts  to  w o rk e rs  in  m ost  c a s e s  w i th in  t h r e e  w ee ks o f  
c e r t i f i c a t i o n .  A ls o , o v e r  th e  p a s t  y e a r  m os t c e r t i f i c a t i o n  i n v e s t i ­
g a t io n s  a re  co m p le te d  w i th in  th e  60 -d ay  p e r io d  r e q u ir e d  by  th e  la w , 
an d th e  re m a in d e r  w i th in  90  d a y s , so  t h a t  in  m os t in s t a n c e s  
b e n e f i t s  a r e  d e l iv e r e d  to  w o rk e rs  a p p ro x im a te ly  90  d ays a f t e r  a 
p e t i t i o n  i s  f i l e d .



Determining Impact of Trade Competition

Question: What are the criteria used by the Labor Department 
for determining whether a petition for trade adjustment assistance is 
certified?

Answer: Following an investigation based on a worker petition, 
if the Department finds that the firm or subdivision of the firm 
has experienced a production or sales decline, that a significant 
number of workers have been wholly or partially separated (or 
threatened with such separations) and that increased competitive 
imports have been an important factor in the layoffs and decline, 
it issues a certification to the petitioning group of workers. The 
certification establishes an impact date on or after which the lay­
offs are covered. Certifications are usually valid for two years.

To determine whether increased competitive imports have been 
an important factor, or in the language of the Trade Act of 1974 
have "contributed importantly" to the layoffs and the sales or 
production decline, the Department typically contacts a representa­
tive sample of the firm’s customers and inquires as to their recent 
purchases from the firm and from its'domestic and foreign competitors. 
If changed purchasing patterns towards foreign goods are significant 
and are associated with worker separations, the Department judges 
that the Trade Act criteria are met.

The legislative history of the Trade Act of 1974 provides only 
limited guidance as to the meaning of "contributed importantly".
An important factor must be more than "de minimis" but may be less 
than another important factor. It was Congress' intention to avoid 
a quantification of various factors contributing to worker separa­
tions such as "X" percent increased imports and "Y" percent business 
cycle and "Z" percent special technological change. Dominant causes 
such as the flooding of a plant or a fire were recognized as setting 
limits on a possible certification even where increased imports may 
be a factor in worker separations.

Question: How do you decide whether an auto worker lost his 
job due to the impact of foreign import competition, as opposed to 
other causes, such as decreased sales due to recession and high- 
interest rates?

Answer: Since automobiles are marketed nationally and
directly through dealers to the consumer, the Department has been 
unable to evaluate automobile petitions in the same way it does 
other petitions. What the Department does is rely on aggregate 
import data of "like or directly competitive" vehicles. Based on 
a number of factors such as fuel mileage, overall size, passenger 
accommodation and price, the Department assigns both imported 
and domestically-produced automobiles to car classes. It then 
evaluates imports and domestic production based on those classes.
If the Department finds that there has been an increase on an abso­
lute basis or relative to domestic production of imports in the 
relevant class lasting over a significant period of time and if that 
increase is associated with decreased production and significant 
layoffs at the petitioning plant, it issues a certification of the 
workers at the plant producing the relevant car. In some cases, the 
impact of imports from Canadian plants of Chrysler, GM and Ford can 
be a significant factor in a certification. In these cases, the 
identical product typically is produced in Canada and brought into 
this country displacing potential jobs in the same company as well as
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posing a competitive threat to domestic workers in other companies 
producing competitive vehicles.

Over the last three years, the Department has identified five 
car classes: subcompact, compact, intermediate, standard and luxury 
special. Over the past year or two, however, there has been a 
significant downsizing in domestic automobiles and some upgrading

* of imports which— particularly in the compact and intermediate 
classes— have resulted in substantial shifting of vehicles from one 
class to the other. To smooth out the data in the most recent 
automotive investigations, therefore, the Department has combined

• the compact and intermediate classes into a mid-size class. This 
has served to facilitate analysis of domestic production and import 
changes. Recent escalation in fuel costs, in the Department's view, 
has somewhat altered and heightened the traditional competitive 
relationships in the auto market with the result that there has been 
an increased moving down by American buyers in terms of car classes 
over the past year. Under the circumstances, the Department in some 
cases has not confined itself to analyzing the market in the same 
car class but also in the next lower class.

Import penetration in the last several months by foreign 
vehicles has reached an historic high. The severity of the onset 
of gasoline price increases coupled with a high rate of inflation 
has impacted heavily on sales of all U.S. automobiles but particu­
larly larger-sized vehicles.

While it is true that tight credit conditions have impacted on 
car sales, these policies are of relatively recent origin and have 
started to bite only within the past month or two. Notwithstanding 
tighter credit conditions, during the first quarter of model year 
1980, imports increased by 10 percent while domestic production fell 
by almost 25 percent from model year 1979 levels. Similarly, an 
economy entering recession has doubtlessly played an important role 
in declining auto sales.

The auto certifications are based on production, sales, employ­
ment and import data that antedate the institution of tight credit 
policies by the Federal Reserve System by more than six months; 
there is little evidence— at least through March— that even the 
tight credit policies have had any noticeable impact on the trend 
of auto imports which continue to increase in both absolute and 
relative terms.

Under the circumstances, even if tight credit or recession are 
important factors discouraging domestic auto sales, it is consistent 
with the standards set in the Trade Act that cognizance be given to 
increased imports as an important factor contributing to the problems 
of the workers in the industry. The evidence of import impact 
appears conclusive; imports beginning in model year 1979 and 
continuing into model year 1980 have captured a large and growing 
share of the domestic market.

CETA Rescission Versus Deferral

Question: What would be the impact of rescinding $394 million 
in CETA funds, which you are proposing be deferred in fiscal 1980?



Answer: The availability of funding for CETA programs is for 
two years. The provisions of Title X of the Congressional Budget 
and Impoundment Control Act require rescissions only to the extent 
that a determination is made that the funding will no longer be 
required. This is not the case in this instance— the 1980 funding 
currently available can be applied to the 1981 program. Certain 
practical problems seemed to dictate the deferral of funds which 
have already been obligated at the Federal level. A rescission 
would require a complex recall (deobligation) of 1980 funds and 
a reallocation at revised funding levels. Under the deferral plan, 
the Employment and Training Administration will be able to manage 
the system from now through 1981 once Congress acts upon the amended 
1981 request. Congressional action on the 1981 request can take 
into account the application of 1981 funds to the 1981 program.
This method seems to provide the least complicated approach without 
taking away Congressional options.

Reallocating CETA Funds

Question: How much money do you expect to reclaim in Fiscal 
1980 from prime sponsors who are underspending CETA funds? Indicate 
estimated amounts for each of the Title II-D and VI public service 
jobs programs, as well as the Title VII private sector initiative 
program.

Answer: Due to the reduction in the Fiscal Year 1981 budget 
request, there are no plans to reclaim Title VII funds during Fiscal 
Year 1980. There may be some reallocation of excess Title VII funds 
carried forward from Fiscal Year 1980 into Fiscal Year 1981.

With respect to Title VI, as a result of the deferral of $203 
million in the Fiscal Year 1980 budget, the Department has now sus­
pended all reallocation activities. Such funds carried forward from 
Fiscal Year 1980 into Fiscal Year 1981 will be allocated at the 
start of Fiscal Year 1981.

For Title II-D it is estimated that $15 to $20 million will be 
reclaimed during Fiscal Year 1980. In addition, excess Title II-D 
funds carried forward from Fiscal Year 1980 into Fiscal Year 1981 
will be reallocated at the start of Fiscal Year 1981.

Question: How do you plan to reallocate these reclaimed funds?

Answer: Reclaimed Title II-D funds will be reallocated to 
other prime sponsors who need and will effectively utilize such 
funds during Fiscal Year 1980. Such funds will first go to prime 
sponsors within the same State and then to prime sponsors in other 
States. Such factors as the reduction in Fiscal Year 1980 funding 
levels and local employment levels will be considered in determining 
where to reallocate the funds.
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CETA D is c r e t io n a r y  Fu nd s

Q u e s ti o n : Wha t w i l l  be  th e  im p ac t o f  th e  CETA c u t s  yo u a re  
p ro p o s in g  on  th e  a v a i l a b i l i t y  o f  th e  S e c r e t a r y ’ s d i s c r e t i o n a r y  fu n d s  
f o r  e ac h  t i t l e  o f  th e  law?

Ans wer : I t  i s  a n t i c ip a te d  t h a t  th e  d i s c r e t i o n a r y  fu n d s  u n d e r
T i t l e  I I -D  w i l l  be  g r e a t e r  in  F i s c a l  Y ea r 1981  th a n  i n  F i s c a l  Y ea r 
1980 . The t o t a l  new  o b l ig a t i o n a l  a u th o r i t y  f o r  FY 19 80  was  $1 ,4 85  
m i l l io n  w h il e  th e  am ou nt  r e q u e s te d  f o r  FY 1981  i s  $2 ,4 35  m i l l i o n .
The am ou nt  o f  th e  d i s c r e t i o n a r y  fu n d in g  i s  b a sed  on  th e  am ou nt  o f  
new  o b l ig a t i o n a l  a u th o r i t y .

For T i t l e  VI i t  i s  a n t i c ip a t e d  t h a t  th e  am ou nt  o f  d i s c r e t i o n a r y  
fu n d in g  a v a i l a b l e  w i l l  be  somew ha t l e s s  in  FY 1981  s in c e  th e  t o t a l  
new  o b l ig a t i o n a l  a u th o r i t y  in  FY 19 81  u n d e r T i t l e  VI i s  now e s t i ­
m at ed  to  be  $1 ,2 93  m i l l io n  co m pa re d to  $1 ,6 27  in  FY 19 80. Th e t o t a l  
a c t u a l  d e c re a s e  in  d i s c r e t i o n a r y  fu n d s  i s  e s t im a te d  to  be  a b o u t $43  
m i l l i o n ,  g iv e n  th e  ab ove f i g u r e s .  No o th e r  t i t l e s  a r e  a f f e c te d  by  
th e  b u d g e t r e v i s io n s .

Q u e s ti o n : Wha t p ro gra m s an d p r o j e c t s  a r e  l i k e l y  to  be  e l im i ­
n a te d  o r  re d u ce d  a s  a r e s u l t  o f  a  d e c re a s e  in  CETA d i s c r e t i o n a r y  
fu n d s?

Ans wer : S in c e  we a r e  a n t i c i p a t i n g  an  in c r e a s e  in  th e  d i s c r e ­
t io n a r y  fu n d s  u n d e r T i t l e  I I -D  f o r  FY 1981, t h e r e  sh o u ld  be  no  
r e d u c t io n  in  p ro gra m s fu nded  by  T i t l e  I I -D  d i s c r e t i o n a r y  m o n ie s .

W ith  r e s p e c t  to  T i t l e  V I,  s in c e  m ost  d i s c r e t i o n a r y  fu n d s  a r e  
p ro v id e d  d i r e c t l y  to  th e  p ri m e s p o n s o r s , th e  p ro gra m s an d p r o j e c t s  
e li m in a te d  w ou ld  be b ase d  on  l o c a l  d e c i s io n s .  T hes e d e c i s io n s  co u ld  
v a ry  s i g n i f i c a n t l y  from  l o c a l i t y  to  l o c a l i t y .  The D epart m en t h a s  
u se d  T i t l e  VI  fu n d s  to  su p p o r t w e a th e r iz a t i o n  e f f o r t s .  No d e c i s io n  
h a s  been  ma de a t  t h i s  ti m e  a s  to  w h e th e r F i s c a l  Y ear  19 81  d i s c r e ­
t io n a r y  fu n d s  w i l l  be  u se d  to  c o n ti n u e  t o  s u p p o r t s p e c ia l  w e a th e r i ­
z a t i o n  e f f o r t s .

Q u e s ti o n : What p r i o r i t y  w i l l  yo u g iv e  t o  in te r a g e n c y  t r a n s f e r  
p ro gra m s u t i l i z i n g  CETA fu n d s?

Ans wer : The o n ly  in te r a g e n c y  t r a n s f e r  p ro gra m s u s in g  CETA 
fu n d s  a r e  YACC an d Jo b  C o rp s.  The  fu n d in g  o f  th e  YACC pro gra m  i s  
d e te rm in e d  by  th e  a p p r o p r i a t i o n  am ou nt  s p e c i f i e d  f o r  T i t l e  V I I I .
The Jo b  C orp s t r a n s f e r  to  A g r ic u l tu r e  an d I n t e r i o r  f o r  c o n s e rv a t io n  
c e n t e r s  i s  n o t  a f f e c te d  by  th e  p ro p o se d  FY 19 81  r e d u c t io n s .

W elf a re  Reform D e m o n str a ti o n  P r o j e c t s

Q u e s ti o n : You r r e v is e d  b u d g e t p ro p o se s  t o  s h a r p ly  re d u ce  
fu n d in g  f o r  w e lf a re  re fo rm  d e m o n s tr a ti o n  p r o j e c t s .  I n s te a d  o f 
s e r v in g  2 0 ,0 0 0  p e r s o n s , we u n d e rs ta n d  th e s e  p r o j e c t s  w i l l  now o n ly  
s e rv e  7 ,5 0 0 .

Whic h s i t e s  do  yo u p la n  to  c lo s e  e n t i r e l y  an d how much wou ld  
e ach  o f  th e  re m a in in g  p r o j e c t s  be  re d u ced ?
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An sw er : We a re  s t i l l  in  th e  p ro c e s s  o f  m ak in g a d e c i s io n  
r e g a rd in g  th e  e x a c t d i s t r i b u t i o n  o f  d o l l a r s  by  s i t e  an d w i l l  be  
m ee ti n g  w it h  th e  s i t e s  o v e r th e  c o u rse  o f  th e  n e x t mon th  o r  two to  
wor k o u t th e  d e t a i l s  o f  th e  d i s t r i b u t i o n ;  how ever , b e ca u se  we a re  
w o rk in g  w it h  a s u b s t a n t i a l l y  lo w e r b u d g e t th a n  o r i g i n a l l y  p ro p o se d , 
i t  i s  now c l e a r  t h a t  we can n o t s t a r t  up tw o s i t e s  (N o rt h  C a ro li n a  
B a la n ce  o f  S ta te  an d P i t t s b u r g h )  w hic h have n o t y e t  s u c c e s s f u l l y  
co m p le te d  th e  p la n n in g  p h a se . In  a d d i t i o n ,  b e ca u se  we do  n o t have 
en ou gh  money w i th in  th e  Em plo ym ent  O p p o r tu n i ti e s  P i l o t  P ro gra m  
b u d g e t to  fu nd more th an  12 s i t e s ,  we w i l l  hav e t o  fu nd  some 
o p e r a t in g  pro gra m s e n t i r e l y  from  I I -D  d i s c r e t i o n a r y  r e s o u rc e s  an d 
su pp le m en t some  o f  th e  o th e r  s i t e s  w it h  su ch  m on ie s.

Q u e s ti o n : What do yo u e x p e c t t o  l e a r n  from  th e s e  sc a le d -d o w n  
w e l f a r e  re fo rm  d e m o n s tr a ti o n  p r o j e c t s ?

An sw er : We s t i l l  e x p e c t to  l e a r n  a  g r e a t  d e a l  from  t h i s  
p ro gra m  t h a t  w i l l  be ke y to  th e  im p le m e n ta ti o n  o f  an y em pl oy men t 
an d t r a i n i n g  pro gra m s t h a t  w i l l  a tt e m p t to  s e rv e  w e lfa re  r e c i p i e n t s .  
For exam ple , w h il e  we hav e v e ry  p ro m is in g  i n i t i a l  r e s u l t s  t h a t  show 
t h a t  th e  e ig h t  wee k jo b  a s s i s t a n c e  p ro gra m  i s  h ig h ly  e f f e c t i v e  in  
h e lp in g  r e c i p i e n t s  f in d  u n s u b s id iz e d  p r i v a t e  s e c to r  j o b s ,  more 
e v id e n c e  n eed s t o  be  g a th e re d  b e fo re  we ca n sa y  w it h  p r e c i s io n  w ha t 
th e  lo n g  te rm  s u c c e s s  o f  th e  p ro gra m  w i l l  be  f o r  d i f f e r e n t  p o p u la ­
t io n  g ro u p s an d u n d e r v a ry in g  ec onom ic  c o n d i t io n s .

A n o th er ex am pl e in v o lv e s  s u p p o r t iv e  s e r v i c e s .  We e x p e c t to  
l e a r n  th e  e x te n t  t o  w hic h th e  w e l f a r e  p o p u la t io n  n eed s s u p p o r t iv e  
s e r v i c e s  t o  go to  w ork ; how much  c h i ld  c a re  s e r v i c e s  a re  n e ed ed ; 
an d how d i f f i c u l t  i t  i s  to  p ro v id e  su ch  s e r v i c e s .

A n o th er ex am ple  r e l a t e s  to  c o s t .  We e x p e c t t o  d ev e lo p  p r e c i s e  
c o s t  e s t im a te s  f o r  an  em ploy men t and t r a i n i n g  a l t e r n a t i v e  t h a t  
ta k e s  acc o u n t o f  a l l  th e  w e lf a re  r e l a t e d  s a v in g s  an d o th e r  b e n e f i t s  
to  s o c ie ty  ( e . g . , s e r v ic e s  p ro v id e d  to  th e  co mmun ity  th ro u g h  PSE 
jo b s )  t h a t  su ch  an  a l t e r n a t i v e  w ou ld  g e n e r a te .

P r e l im in a ry  in fo rm a t io n  from  th e  d e m o n s tr a ti o n s  i n d i c a t e s  t h a t  
th e  w e lf a re  r e l a t e d  sa v in g s  a re  g o in g  to  be  g r e a t e r  th a n  we ha d 
p re v io u s ly  e s t im a te d ,  th e re b y  s u g g e s t in g  t h a t  th e  n a t i o n a l  w e lf a re  
p ro gra m  can  be im ple m en te d  a t  lo w er t o t a l  c o s t s .

Q u e s ti o n : What l e g i s l a t i v e  ch anges w i l l  be  n e c e s s a ry  to  
im ple m en t th e s e  p r o j e c t s  un d er t i t l e  I I -D  o f  CETA, r a t h e r  th a n  u n d e r 
th e  mo re f l e x i b l e  CETA t i t l e  I I I  a u th o r i t y  a s  o r i g i n a l l y  p ro p o se d ?

Ans wer : The  D epar tm en t p la n s  to  fu nd th e  w e lf a re  re fo rm  
d e m o n s tr a ti o n  pro gra m  in  FY 19 80  an d FY 19 81  b a s i c a l l y  w it h  th e  
t i t l e  I I I  m onie s a p p r o p r ia te d  f o r  th e  p ro gra m  in  FY 19 80 . One 
h u ndre d  s e v e n ty - f iv e  m i l l io n  d o l l a r s  wa s a p p r o p r ia te d  u n d e r t i t l e  
I I I  f o r  th e  p ro gra m  in  FY 1980 , an d o f  t h a t  am ount,  i t  i s  e s t im a te d  
t h a t  ab o u t $29  m i l l io n  w i l l  be  expen ded  on  th e  pro gra m  in  FY 1980  
an d a b o u t $107 m i l l io n  w i l l  be  ex pen ded  in  FY 1981, w it h  th e  
re m a in in g  $39 m i l l io n  to  be  made a v a i l a b l e  f o r  O th e r N a ti o n a l 
P ro gra m s in  FY 19 81 . (M ak ing a v a i l a b l e  th e  $39 m i l l io n  f o r  O th e r 
N a t io n a l  P ro gra m s ma kes i t s  p o s s ib le  f o r  th e  D ep ar tm en t to  re d u ce  
i t s  FY 19 81  bu d g e t r e q u e s t  f o r  O th e r N a t io n a l  Pro gra m s by an  
e q u a l am ou nt  w it h o u t a f f e c t i n g  i t s  p ro gra m  l e v e l . )  In  a d d i t io n  to  
th e  t i t l e  I I I  m o n ie s,  some  I I -D  d i s c r e t i o n a r y  m onie s may a ls o  be  
u sed  to  s u p p o r t p ro gra m  o p e r a t io n s  in  FY 19 81. The e x a c t am ou nt  o f



FY 1981 I I —D mon ies  th a t may be us ed  w i l l  be det erm in ed  l a t e r  a f t e r  
re v ie w in g  prog ram o p e ra ti n g  e x p e ri en ce  in  FY 1980 .

Obv io us ly  to  th e  e x te n t th a t  we can re ly  on th e  t i t l e  I I I  
mon ies fo r  th e  pr im ar y fu ndin g o f  th e  p r o j e c ts ,  no l e g i s l a t i v e  
ch an ge s a re  n ecessa ry  to  im plem en t th e  pr og ra m . However , we are  
s t i l l  in v e s t ig a t in g  th e  p o te n t ia l  pr ob le m s th a t  m ig ht  r i s e  in  case s 
wh ere  p i l o t  p ro je c t fu nd in g i s  su pp le m en te d w it h  t i t l e  II -D  m on ies.

The Dep ar tm en t p la n s to  ex p lo re  fu r th e r  w it h  th e  a u th o r iz in g  
Co mm itte es  o f Con gres s p o s s ib le  s o lu ti o n s  to  th e se  pr ob le m s and 
to  any  o th e r s  th a t  may p o te n t ia l ly  h in d e r p ro p e r o p e ra ti o n  o f th e  
d em onstr a ti on  prog ram.

Young A du lt C onse rv ati on  Corps

You p la n  to  d e fe r  $41 m il li o n  in  F is c a l 1980  a p p ro p r ia ti o n s  
fo r  th e  Young A du lt C onse rv ati on  Co rps  (YACC) and cu t $141 m il li o n  
be low yo ur o r ig in a l  F is c a l 1981 re q u e s t fo r  t h i s  pr og ra m. The 
c u rre n t le v e l  o f 21 ,9 00  s l o t s ,  we u n d e rs ta n d , wo uld  dr op  to  
13 ,5 30.

Q uest io n : W il l yo ur  pr op ose d re d u c ti o n s  in  th e  Young A du lt 
C onse rv ati on  Co rps re q u ire  te rm in a ti n g  any e n ro l le e s  c u r r e n t ly  in  
th e  prog ram?

An swer:  The goal o f th e  D ep ar tm en t,  which  i s  com ple te ly  sh are d  
by th e  D ep ar tm en ts  o f A g ric u lt u re  and  th e  I n t e r i o r ,  i s  th a t  no YACC 
e n ro l le e s  sh ou ld  be  la id  o f f .  Bec au se  YACC en ro ll m en t i s  li m it e d  
to  on e y ea r and th e  e n ro l le e  tu rn o v e r r a t e  i s  f a i r l y  h ig h , no rm al  
a t t r i t i o n  sh ou ld  be  s u f f i c i e n t  to  re duce  en ro ll m en t le v e l s  w it hou t 
e n ro l le e  la y o f f s  in  mo st c a se s . However , i t  i s  p o s s ib le  th a t  in  
some S ta te  g ra n t pr og ra m s,  e s p e c ia l ly  th o se  which  be ga n FY 1980 w it h  
l i t t l e  o r no ca rr y o v e r fu nds,  some e n ro l le e  la y o f f s  may be  n e c e ssa ry  
A naly si s o f t h i s  s i tu a t io n  i s  c o n ti n u in g  and  no d e f i n i t iv e  s ta te m e n t 
ca n be  made a t  t h i s  tim e.

Q uest io n : W il l you  s c a le  ba ck  a l l  p r o je c ts  a c ro s s - th e -b o a rd  o r 
e li m in a te  s e le c te d  YACC camps?

Answer:  A num ber of f a c to r s  w i l l  de te rm in e  which  YACC pr og ra m s 
a re  re du ce d o r e li m in a te d . F i r s t ,  by law  30 p e rc e n t of a l l  YACC 
fu nd s a re  d i s t r ib u te d  to  th e  S ta te s  ba se d on th e  r e l a t i v e  youth  
p o p u la ti o n s  o f ea ch  S ta te . Th us , ea ch  S ta te  w i l l  ta k e  a p ro p o r ti o n ­
a te  cu t in  i t s  YACC pr og ram. Se co nd , w it h in  ea ch  S ta te  prog ram and  
ea ch  of th e  two F e d e ra l pr og ra m s,  a num ber  o f ju dgem en ts  w i l l  be  
made to  de te rm in e  which  s p e c i f ic  p r o je c ts  and  camps w i l l  be  ph as ed  
down o r e li m in a te d . Among th e se  ju dge m en ts  w i l l  be : th e  r e l a t i v e  
ne ed  and amoun t of work to  be  per fo rm ed  by ea ch  p r o j e c t ,  th e  c o s t 
o f th e  work,  and th e  p a s t e f f e c t iv e n e s s  o f th e  p r o je c t .  T h ir d , th e  
Dep ar tm en t i s  co nce rn ed  th a t  a la rg e  p ro p o r ti o n  o f F e d e ra l p r o je c ts  
a re  lo c a te d  in  S ta te s  w it h  r e l a t i v e l y  low  youth  p o p u la ti o n s , 
e s p e c ia l ly  in  te rm s o f urb an  and econom ic all y  d is advan ta ged  you th . 
One f a c to r  which  w i l l  be exam ine d i s  th e  p ro p o r ti o n  of F ed e ra l YACC 
s l o t s  in  th e  v a r io u s  S ta te s  comp ared to  th e  youth  p o p u la ti o n s  in  
th o se  S ta te s .  I t  i s  p o s s ib le , th e r e f o r e , th a t  some S ta te s  o r p ro ­
j e c t s  w i l l  ta k e  a h ig h e r perc en ta g e  o f c u ts  th an  o th e r s .

Q uest io n : S p e c if ic a l ly ,  how w i l l  th e  re d u c ti o n  be a p p li e d  to  
ea ch  of th e  S ta te  prog rams and th e  I n t e r io r  and  A g ric u lt u re  D epart ­
ment pr og rams?



Ans wer : By la w , 30 p e rc e n t  o f  YACC fu n d s  a re  p ro v id e d  to  S t a te s  
a s  g r a n ts  by  fo rm u la  b ase d  on  th e  r e l a t i v e  y o u th  p o p u la t io n  o f  th e  
S t a t e s .  By a g re e m e n t,  th e  D ep art m en ts  o f  A g r ic u l tu r e  an d th e  
I n t e r i o r  e ach  r e c e iv e  o n e - h a l f  o f  th e  70  p e r c e n t  o f  YACC fu n d s  
t h a t  re m a in . T h e re fo re , an y c u ts  in  th e  p ro gra m  wou ld  o c c u r  u s in g  
th e  same p ro c e d u re , i . e . ,  30 p e rc e n t  wou ld  be  a p p li e d  t o  th e  S t a te  
p ro gra m , 35 p e rc e n t  wou ld  be  a p p li e d  to  th e  A g r ic u l tu r e  p ro g ra m , 
an d 35 p e rc e n t  wou ld  be  a p p li e d  t o  th e  I n t e r i o r  p ro gra m .

R e d u c ti o n  in  P u b l ic  S e rv ic e  Jo b s

Q u e s ti o n : How q u ic k ly  do  yo u a n t i c i p a t e  re d u c in g  th e  nu mbe r o f 
p u b l ic  s e r v i c e  jo b s  u n d e r T i t l e  VI o f  CETA from  th e  c u r r e n t  l e v e l  o f 195 ,0 0 0  down to  149 ,0 00?

Ans wer : At  th e  p r e s e n t  ti m e , b ase d  on  an  e s t im a te d  a t t r i t i o n  
r a t e  o f s ix  p e rc e n t  an d th e  D e p a rt m en t’ s r e c e n t  d e c i s io n  p r o h i b i t i n g  
th e  h i r i n g  o f  new  p a r t i c i p a n t s  o r  r e f i l l i n g  o f  v a c a n c ie s  u n d e r T i t l e  
V I,  we a n t i c i p a t e  r e a c h in g  th e  1 4 9 ,0 0 0  l e v e l  no  l a t e r  th a n  Septe m ber 1980 .

Q u e s ti o n : W il l t h i s  r e d u c t io n  in  jo b s  be  a cco m p li sh ed  e n t i r e l y  th ro u g h  a t t r i t i o n ,  w it h o u t l a y o f f s ?

Ans wer : At  t h i s  ti m e , we e x p e c t th e  e n t i r e  r e d u c t io n  to  be  a c h ie v e d  th ro u g h  a t t r i t i o n .

Q u e s ti o n : How r a p id ly  wou ld  th e  l e v e l  o f  CETA T i t l e  VI p u b l ic  
s e r v ic e  jo b s  d e c l in e  by  th e  end o f  F i s c a l  19 80  i f  a t o t a l  f r e e z e  
wa s p la c e d  on  h i r i n g ,  ass um in g  norm al a t t r i t i o n ?

Ans wer : A t o t a l  f r e e z e  on  new  T i t l e  VI e n ro ll m e n ts  h a s  bee n 
im pose d. We e s t im a te  t h a t  a c tu a l  e n ro ll m e n t l e v e l s  sh o u ld  d e c l in e  
b e ca u se  o f  a t t r i t i o n  to  a l e v e l  o f  a b o u t 1 4 9 ,0 0 0  by  no  l a t e r  th a n  th e  en d o f  F i s c a l  Y ea r 19 80 .

Q u e s ti o n : P ro v id e  f o r  th e  re c o rd  a m onth -b y-m onth  e s t im a te  o f 
how CETA T i t l e  VI p u b l ic  s e r v ic e  jo b s  wou ld  d e c l in e  th ro u g h  f i s c a l  
1981  i f  no  new  h i r e s  w er e a ll o w e d  to  r e p la c e  v a c a n c ie s  and i n d ic a te  
how much f i s c a l  1981  a p p r o p r i a t i o n s  co u ld  be  re d u ced  i f  su ch  a 
s t r a t e g y  w er e a d o p te d .

Ans wer : The  fo ll o w in g  a r e  th e  m onth -b y-m onth  p r o j e c t i o n s  
ro unded  to  th e  n e a r e s t  th o u sa n d .

Septe m ber 30 , 1980  
O c to b er 31 , 1980  
No vemb er 30 , 1980  
De cember 31 , 1980

Ja n u a ry  31 , 198 1 
F e b ru a ry  28 , 1981 
M arch  31,  198 1 
A p r i l  30,  1981 
May 31 , 1981 
Ju n e  30,  1981 
J u ly  31,  1981 
A ugust  31 , 1981 
Sep te m ber 30 , 1981

A ver ag e

1 4 9 ,0 00
1 4 0 ,0 00
1 3 2 ,0 00
1 2 4 ,0 00

1 1 6 ,0 00
1 0 9 ,0 00
103 ,0 00

9 7 ,0 0 0
9 1 ,0 0 0
8 5 ,0 0 0
8 0 ,0 0 0
7 5 ,0 0 0
7 1 ,0 0 0

1 0 5 ,0 00



I l l

Since the current plan for Fiscal Year 1981 is for 149,000 
service years, the current appropriation request is for 
$1,293,000,000. With the reduction indicated by continuing the 
hiring freeze, enrollment would average only 105,000. This would 
result in a reduced Fiscal Year 1981 appropriation need of 
$794,000,000 or $499,000,000 less the $1,293,000,000 currently 
requested.

It should be noted that with a hiring freeze for the period 
April 25, 1980, through September 30, 1981, unless the freeze is 
lifted, only those participants hired during the month of April 1980 
will not have exhausted their 18 month maximum period of participa­
tion by September 30, 1981. The Department does not feel that it 
has any legal authority at this time to continue a hiring freeze 
subsequent to September 30, 1980.

The estimated attrition rate does not include participants who 
might leave the program as a result of completing the maximum 18 
months of participation. Therefore, the rate of decrease could be 
even greater with a hiring freeze. On the other hand, the current 
economic situation may result in participants remaining in programs 
longer than they otherwise would have, thereby reducing the normal 
attrition rate. At the present time, the Department feels that 
these two factors will offset each other.

Carryover in Public Service Jobs Funds

Question: Enrollments in the Title II-D public service jobs 
program currently at about 185,000 continue to lag far below the 
level of 250,000 jobs for which funds were appropriated. How much 
excess unspent carryover do you estimate will be available in fiscal 
1981 as a result of slow filling of CETA Title II-D public service 
jobs?

Answer: There should be very little excess funds in the system 
due to the lower than anticipated Title II-D level because, as we 
have explained before, due to lower than anticipated carry-in 
amounts and higher than anticipated unit costs, the FY 1980 appro­
priations level was only sufficient to fund 203,000 service years, 
not 223,000. We now plan to provide 200,000 service years, only 
3,000 less than originally planned.

Transferring Enrollees Between Public Service Jobs Programs

Question: How many enrollees in the CETA Title VI public 
service jobs program do you estimate would also be eligible for 
enrollment in the Title II-D program?

Answer: This type of information is not collected. However, 
the Department estimates that at least one-fourth of the Title VI 
enrollees would meet the Title II-D eligibility requirements. 
Therefore, using the March 31, 1980 enrollment in Title VI of 
196,000, it is estimated that there are 49,000 participants in 
Title VI who meet the Title II-D eligibility requirements. We would 
caution however, that since no actual data exists, this estimate 
must be considered soft.
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Q uest io n : I f  th e  T i t l e  VI jo b s  prog ram i s  c u t,  wo uld  you
en co ur ag e t r a n s f e r r in g  e l i g ib l e  e n ro l le e s  to  th e  T i t l e  II -D  prog ram:

Answe r: The Depart men t has  alway s had and  w i l l  co n ti n u e  a 
p o li c y  o f a ll o w in g  T i t l e  VI p a r t ic ip a n ts  who we re  e l i g ib l e  fo r  
T i t l e  II -D , a t th e  tim e o f t h e i r  en ro ll m en t in to  T i t l e  VI , to  be  
t r a n s f e r r e d  to  T i t l e  II -D . The Dep ar tm en t fro m tim e to  tim e 
rem inds  pr im e sp onso rs  of th i s  p o li c y .

Unem ploym ent B e n e fi ts  to  E x-P ub li c  S erv ic e  Jo bs E n ro ll e e s

Q uest io n : You a re  p ro posi ng  a l e g i s l a t i v e  ch ange  to  e li m in a te  
F ed e ra l une mployment b e n e f i ts  fo r  e x -p u b li c  s e rv ic e  jo b s  e n ro l le e s .

Are you  su g g e s ti n g  th e  a p p ro p r ia ti o n s  b i l l  e li m in a te  man da to ry  
une mployment b e n e f i ts  b efo re  th e  s u b s ta n ti v e  l e g i s l a t i o n  i s  ch an ge d?

Answe r: The A d m in is tr a ti o n  p la n s to  pro pose  l e g i s l a t i o n  to  
e li m in a te  F ed era l fu nd s fo r  UI b e n e f i ts  to  PSE p a r t ic ip a n ts .  The 
Dep ar tm en t o f La bo r w i l l  no t re q u e s t th e  e li m in a ti o n  o f man da to ry  
une mployment b e n e f i ts  th ro ugh th e  a p p ro p r ia ti o n s  p ro c e ss .

Q uest io n : Even i f  a u th o r iz in g  l e g i s l a t i o n  i s  ch an ge d,  ha ve  
you  det er m in ed  wh ich  S ta te s  wo uld  s t i l l  be  re q u ir e d  to  pay  unem plo y­
ment b e n e f i ts  to  e x -p u b li c  s e rv ic e  jo b  e n ro ll e e s ?

Answe r: At th e  p re se n t tim e we b e li e v e  f iv e  s t a t e s  (A lab am a, 
M ic hi ga n,  M in nes ota , New York,  and W is co ns in ) wo uld  co n ti n u e  to  pay  
unemployment  b e n e f i ts  to  ex-PSE e n r o l le e s .  O th er  S ta te s  may 
co n ti n u e  i f  th ey  ch oo se  to .

Q uest io n : Wo uldn’ t  you expect many lo c a l CETA p ro je c t sp onso rs  
who co u ld n ’ t  a f fo rd  to  p ic k  up th e  e x tr a  c o s t o f UI b e n e f i ts  to  
si m ply  dr op  sp onso rs h ip  o f t h e i r  e n t i r e  p u b li c  s e rv ic e  jo b s 
pr og rams?

An swer:  We do no t b e li e v e  th a t  any pr im e sp onso rs  w i l l  drop  
ou t o f th e  CETA prog ram fo r  th i s  re a so n .

Cost o f Unem ploym ent

Q uest io n : How much do es  i t  c o s t in  man da to ry  jo b le s s  b e n e f i ts  
f o r  ea ch  one p e rc e n t r i s e  in  unemplo ym ent ?

Answe r: A p re c is e  an sw er  to  t h i s  q u e s ti o n  wo uld  de pend  on ou r 
a b i l i t y  to  sp e c if y  many f e a tu re s  o f th e  d is t r i b u t i o n  o f unem plo yed— 
how many we re new o r r e e n tra n ts  and  he nc e n o t U l- e l ig ib le ;  th e  
in d u s t r i e s in  wh ich  th e  fo rm er ly  em plo yed had worke d,  e tc . On 
a v e ra g e , a one perc en ta g e  p o in t r i s e  in  th e  unemploymen t r a t e ,  up to  
a t o t a l  une mployment r a t e  o f ab out  7 .5  p e rc e n t,  r e s u l t s  in  an 
in c re a se  o f ab ou t $4. 0 to  4 .2  b i l l i o n  in  an nual  man da to ry  jo b le s s  
b e n e f i ts . T hi s i s  th e  sum o f ab out  $3 b i l l i o n  in  in c re a se s  in  
re g u la r  S ta te  b e n e f i t s ,  $1 50 -300  m ill io n  in  in c re a se s  in  F edera l 
Unem ploym ent B e n e fi ts  and  A llo w an ce s,  and $800 -90 0 m il li o n  in  
ex te nd ed b e n e f i ts  (EB ). When th e  une mploy ment r a t e  ex ce ed s ab ou t 
7. 5 p e rc e n t,  th e  n a ti o n a l EB t r ig g e r  i s  a c t iv a te d , r a i s in g  e l i g i b i ­
l i t y  and c o s ts  o f th e  EB prog ram. For  ea ch  perc en ta g e  p o in t 
in c re a se  above 7 .5  p e rc e n t,  i t  i s  e s ti m a te d  th a t  th e  t o t a l  jo b le s s  
b e n e f i t c o s ts  wo uld  in c re a se  by ab ou t $4 .7  to  $5 .1  b i l l i o n  per 
y e a r.
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Q uest io n : What i s  th e  t o t a l  a d d it io n a l c o s t o f a l l  gove rnmen t 
man da to ry  b e n e f i t prog rams fo r eac h one  p e rc e n t r i s e  in  unemployment?

Answe r: The l a t e s t  re s e a rc h  on th e  is s u e  o f th e  re sp o n s iv e ­
n ess  o f man da to ry  b e n e f i t prog rams (o th e r  th an  UI, which  i s  
exp la in ed  in  th e  p re v io u s  q u e s ti o n ) to  th e  unemplo yment  r a t e  
in d ic a te s  th a t  th e re  a re  bo th  im med ia te  and dela yed  e f f e c t s .  A

* on e p e rc en ta g e  p o in t in c re a se  in  th e  une mploy ment r a t e  r a i s e s  
o u tl a y s  o f th e se  pr og rams by ab out $1 .1  b i l l i o n  ( a t FY 1981  budg et ed  
p r ic e  le v e ls )  in  th e  f i r s t  y e a r;  i f  th e  h ig h e r une mploy ment r a t e  
sh ould  re m ain a t  th a t le v e l fo r  a y e a r , th e  se co nd  y ea r c o s t would

» be  $1 .8  b i l l i o n  h ig h e r th an  a t  th e  lo w er  une mployment r a t e .  Com­
b in in g  t h i s  in fo rm a ti o n  w ith  th e  e s ti m a te s  fo r  UI re p o r te d  in  th e  
p re v io u s  q u e s ti o n , a re aso n ab le  e s ti m a te  fo r  t o t a l  a d d it io n a l c o s ts  
fo r  a one p e rc en ta g e  p o in t r i s e  in  th e  unemplo yment  r a t e  ( to  7 .5  
p e rc e n t o r le s s )  would  be ab ou t $5 .1  to  $5 .3  b i l l i o n  in  th e  f i r s t  
y e a r;  and  i f  th e  le v e l p e r s i s t e d ,  $5 .8  to  $6 .0  b i l l i o n  in  th e  
se co nd  y e a r.

Q uest io n : By c u t t in g  a b i l l i o n  o f f  your  o r ig in a l  CETA bud ge t 
re q u e s t,  how much more w i l l  ha ve  to  be  sp en t fo r  su ch  man da to ry  
b e n e f i t pr og rams as w e lf a re  and  unemplo yment  co m pe ns at io n?

Ans wer : C u tt in g  th e  T i t l e  VI pr og ram would  r e s u l t  in  h ig h e r
inco me t r a n s f e r  c o s t s . The CETA re a u th o r iz a ti o n  was in te n d e d , 
th ro ugh  t i g h t e r  ta r g e t in g , to  in c re a s e  th e  p a r t ic ip a t i o n  o f w e lf a re  
r e c ip ie n t s . In  F is c a l Ye ar  19 79 , 20 p e rc e n t of T i t l e  VI p a r t i c i ­
p a n ts  we re  re c e iv in g  p u b li c  a s s is ta n c e  and 12 p e rc e n t we re re c e iv in g  
T i t l e  VI b e n e f i ts .  CBO e s ti m a te s  th a t  be tw ee n 15 and 25 p e rc e n t 
o f th e  "s av in g s"  fro m c u tt in g  PSE would  show up as  c o s ts  in  th e  
income t r a n s f e r  p a r t s  o f th e  budget.  Assum ing a 20 p e rc e n t w e lf a re  
o f f s e t ,  a $1 b i l l i o n  c u t in  T i t l e  VI would  r e s u l t  in  a $200 m ill io n  
in c re a se  in  th e  p u b li c  a s s is ta n c e  pr og ra m s.  T his  wo uld  mean only  a 
n e t re d u c ti o n  of $800 m il li o n .

W ashing ton S ta te  W el fa re  R efo rm P ro je c t

* Q uest io n : I s  i t  tr u e  th a t  W ashing ton S ta te  w i l l  no lo n g e r 
be  d e s ig n a te d  as an  " o f f i c i a l "  emplo yment  o p p o r tu n it ie s  p i l o t  
prog ram s i t e ?  P le ase  e x p la in  wh at ch an ge s a re  con te m pla te d .

* Answe r: Be ca use we do no t ha ve  enough  mon ies w it h in  th e  
Employment O p p o rt u n it ie s  P i lo t  P ro je c t (EOPP) b u d g e t,  we w i l l  
ha ve  to  fund  some o p e ra ti n g  pr og ra ms su ch  as  th e  W ashing ton S ta te  
p ro je c t e n t i r e l y  fro m T i t l e  II -D  d is c r e t io n a ry  re so u rc e s  in
FY 1981  r a th e r  th an  from th e  o f f i c i a l  EOPP budget.  We b e li e v e  
th a t  no ch an ge s in  th e  method o f  o p e ra ti o n  o f th e  W ashing ton S ta te  
prog ram a re  n e cessa ry  bec au se  o f th e  us e o f t h i s  fu ndin g me chan ism . 
The S ta te  sh ould  ha ve  s u f f i c i e n t  T i t l e  I I I  c a rr y o v e r mon ies  fro m 
FY 1980  to  cover  th e  c o s ts  of a c t i v i t i e s  in  FY 1981  wh ich  ca nnot  
be  co ver ed  un de r th e  II -D  a u th o r i ty .

Q uest io n : How much money w i l l  be  made a v a i l a b le ,  fro m which  
s p e c i f ic  a u th o r i t i e s ,  to  co n ti n u e  t h i s  d em onstr a ti on  s i t e ?  The 
EOPP s i t e  i s  in  a fo u r- co u n ty  a re a  whose m aj or in d u s tr y  i s  
lu m ber in g and f o r e s t r y .  Unem ployment in  th o se  a re a s  i s  r a p id ly  
e s c a la t in g . Many o f th e  w ork er s in  th o se  t r a d e s  a re  no t co ver ed  
by unemplo ym ent  in su ra n c e . T h e ir  on ly  re c o u rs e  w i l l  be  to  go on 
w e lf a re .
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Answer : We a re  s t i l l  in  th e  p ro c e ss  o f ma king  a d e c is io n  
re g a rd in g  th e  exac t d i s t r i b u t io n  o f d o l l a r s  by s i t e  and w i l l  be 
m ee ting  w it h  th e  s i t e s  (i n c lu d in g  W as hing ton S ta te  p ro je c t 
pe rs o n n e l)  over th e  cours e  o f th e  n ex t month o r two to  work out 
th e  d e t a i l s  o f th e  d i s t r i b u t io n .  New fu ndin g  fo r  th e  W ashing ton 
S ta te  prog ram in  FY 1981  w i l l  come fro m T i t l e  II -D  d is c re ti o n a ry  
re so u rc e s .

SUBCOMMITTEE RECESS

Senator Magnuson. All right, the  commit tee will stand in recess unti l 
2:30 p.m., when we hea r Secretary  Hufste dle r on  the Depar tment  of  
Education.

[Whereupon , at 11:20 a.m., Tuesday, April  22, the  subcomm ittee  was 
recessed, to reconvene at 2:30 p.m. this same day.]

«
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(Aft er no on  Sess ion , 3 p .m ., T uesday , Apr il  22, 1980) 

DEPARTME NT OF EDUCATION  

STATEMENT OF SHIRLEY M. HUFSTEDLER, SECRETARY OF EDUCATION 

ACCOMPANIED BY:
JOH N GABUSI, ASSISTANT SECRETARY FOR MANAGEMENT 
THOM AS K. MINTER, ASSISTANT SECRETARY-DESIGNATE FOR ELE­

MENTARY AND SECONDARY EDUCATION
THOM AS A. BUTTS, ACTING DEPUTY COMM ISSIONER, BUREAU OF 

STUDENT FINANCIAL ASSISTANCE
CORA P. BEEBE, DIRECTOR, DIVISION OF PLANNING AND BUDGETING 

REVISED BUDGET OVERVIEW

S enato r M agn us on . T h e  su b co m m it te e  w ill  co m e to  o rd er.
T h is  aft e rn o o n  we  are  go in g  to  h ea r fr om  th e  S ec re ta ry  o f  E ducati on , 

w ho w ill  exp la in  th e  re vis ed  b u d g e t fo r fis ca l 1980  an d  1981 .
T h e  adm in is tr a ti on  is p ro p o si n g  re vi si on s to ta li ng  $4 30 .1  m il li on , an d  

an  in cre as e o f  $ 97  m il li on  to  fi nan ce in cre as in g  in te re st  ra te  co st s in  th e 
g u ara n te ed  s tu d e n t lo an  p ro g ra m . In  ad d it io n , th e  re vis ed  fis ca l 1980  
b u d g e t p ro pose s to  d e fe r $1 40  m il li o n  in  th e  bas ic  o p p o rt u n it y  gra nts . 
T he re v is ed  b u d g e t fo r fisc al  19 81  h as re d u c ti o n s to ta li ng  $6 48 .2  m il ­
lion.  A ga in , we have a  p ro p o se d  in cre ase  o f  $2 68 .3  m il li on  fo r th e g u a r­
an te e d  s tu d e n t lo an  p ro g ra m .

Y o u r st a te m en t w ill  be  in se rt ed  in  th e  re co rd  a t th is  p o in t  M ad am  
Sec re ta ry , w ill  you p ro ceed  w ith  yo u r o p en in g  re m ar ks?

[T he st a te m en t fo llo ws: ]
(115)



116

Statement of  Secretary Shirley M ount  H ufstedler

We appear before you today in an unprecedented, cooperative effort 

by the Congress and the Executive Branch to reverse the dangerous 

inflationary trends in our economy.

As you know, an essential element of the President's anti-inflation 

program is the reduction of Federal expenditures by $15 billion in 1981. 

This balancing of the Federal budget, along with other measures, is 

expected to produce a significant decline in inflation as the year

progresses.

As a participant in this process, I can attest, that, while necessary, 

it is also difficult and painful.

The Department of Education's contribution to the anti-inflation 

program is to reduce 1981 expenditures by $427 million— from our previous 

estimate of $13.5 billion to a new total of $13.1 billion. As you know, 

most or our programs are either forward- or advance-funded. Therefore, 

it is necessary for us to reduce budget authority in both fiscal years 

1980 and 1981 in order to effect the desired outlay savings.

While the proposed reductions in education affect almost all 

categories of programs, we attempted as much as possible to minimize

their adverse impact. For instance, we tried to focus the reductions in 

those programs where there is lesser evidence of significant benefit, 

where the primary responsibility rests with State and local governments,

and where there is a less clear Federal role. While we have reflected

cuts in two programs which target on the disadvantaged, we have designed 

these in such a way that they will not have a serious effect on recipients.

1980 Reductions

A net decrease of $333 million in budget authority is proposed for 

the Department of Education in 1980, resulting in a revised total of 

$14.1 billion. This consists of $430 million in rescissions to appropriations 

and $474 thousand in reductions to pending supplementals, offset by an 

increase of $97 million for the pending Guaranteed Student Loans supplemental

which results from higher cost estimates.



Some $275 million of this reduction is in the area of elementary and 

secondary education. Major decreases are $88 million in Vocational 

Education funds which States and localities greatly overmatch each year;

$50 million in Support and Innovation grants which will impact new 

projects funded by the States rather than ongoing efforts; and $50 

million in Title I Concentration Grants, the impact of which will affect 

less than two percent of the total number of children served under this 

program and will not result in eliminating services to children already 

participating.

In the higher education area, a net reduction of $56 million is

recommended. A rescission of $108 million from Direct Student Loans

will result in a total loan volume of almost $600 million reaching 

840,000 students. We anticipate that 162,000 students who will not have 

access to direct loans will be eligible for guaranteed loans.

In Basic Grants, a deferral of $140 million from award year 1980- 

1981, to remain available on a contingency basis for 1981-1982, is 

recommended. The estimated number of recipients will remain at 2.6 million

although each grant will be reduced by $50. We do not expect that this 

will significantly affect students’ decisions to pursue a college

education.

Other rescissions in higher education totaling $45 million are 

included in a variety of small categorical programs where the Federal 

role is less clear and the impact on beneficiaries is not as significant 

as in other activities. This is consistent with our 1981 request which 

would terminate these programs.

We are withdrawing our request to extend the availability through 

1981 of $25 million for Architectural Barrier Removal programs. Higher 

education institutions are moving on their own to comply with Section 504 

of the Rehabilitation Act, and it appears that the capital costs involved 

are relatively small for most schools.

Also proposed for higher education is an increase of $97 million to 

the requested supplemental for Guaranteed Student Loans. This results 

from revised projections of loan volume as well as an increase in the



special allowance rate to lending institutions due to a change in economic

assumptions.

1981 Reductions

Amendments to our 1981 budget, which is currently being considered 

by your Committee, are also included in the anti-inflation package.

These reflect a net downward adjustment of almost $380 million, for a 

new total budget authority of $15.1 billion, or $1 billion over the 

revised 1980 level. Decreases of $648 million in a dozen major programs

would be offset by a revised increase of $268 million in Guaranteed

Student Loans.

Basically, the 1981 proposed amendments continue reductions in the 

revised 1980 budgets in Title I Concentration Grants (-$150 million), 

Support and Innovation Grants (-$96 million), and Vocational Education 

(-$54 million), as well as some lesser reductions in such areas as

Emergency School Aid, Follow Through, and Guidance and Counseling

programs.

In Impact Aid, we would retain the 1981 proposal to make payments 

to districts which received 1980 payments for their "A" children that 

represented 2.5 percent or more of their 1980 current operating expenses 

and/or to districts which received 1980 payments for their "B" children 

that"represented five percent or more of their 1980 current operating 

expenses. However, instead of making payments at 100 percent of the 

amount eligible districts received in 1980, each eligible district would 

receive a prorated share representing approximately 70 percent of its 

1980 payment.

In student aid, a reduction of $150 million is proposed for Basic 

Grants in 1981. Our original budget had proposed to increase the 

maximum award from $1,800 to $1,900. Instead, the revised estimate will 

support a maximum award of $1,800, which is $50 higher than the 1980 

revised maximum award of $1,750. About 2.47 million students will be

eligible
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Also In line with our 1980 revision to Guaranteed Student Loans, we 

have amended our 1981 request upward by $268 million, for a total of 

$1.4 billion. This reflects increases in outstanding loans and in the 

special allowance rate due to changes in economic assumptions, as well 

as a refined method of estimating program costs.

Attached to my statement is a detailed listing of proposed revisions 

* for each year. These recommended reductions represent a sound response

to the need to curtail Federal spending.

We will be pleased to respond to any questions you may have.

♦

*
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DEPARTMENT OF EDUCATION

1980 AND 1981 BUDGETS
(In Billions of Dollars)

1980 1981 Change
1980-81

Appropriation Supp lementals' Rescissions Total
Origina l
Request Revised

13.8 +.8  - . 4 14.12 15.5  15.1 +1. 0

’ As amended
* Total does not add to exact amount due to rounding.

DEPARTMENT OF EDUCATION

1981 CUTSET

* Includes proposed supplemental  of $672 million.

’ Includes proposed supplemental o f $768 million and proposed rescission of $430 million.

DEPARTMENT OF EDUCATION

1980 PROPOSED SUPPLEMENTALS
(Millions of Dollars)

1980
Program  Ap prop ria tion

Proposed
Supp lem en tal1 1980 To tal

Student Loan Insurance
Salaries and Expenses:

$959.6 $758.7 $1,718.3

Architectural and Transportation 
Barriers Compliance Board

Commission on Review of  Impact
1.0 .6 1.6

Aid  Program . . . .6 .6
National Council on the Handicapped — .1 .1

Pay Raise: 8.3
Salaries and Expenses (7.4 )
Office of Civil Rights ( -9)

■Aa revised In March submission

a

TOTAL, PROPOSED SUPPLEMENTALS $768.3
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1980 PROPOSED RESCISSIONS
(Millions of Dollars)

1980 Total£rograrr̂ 1979
1980

Appropriation
Proposed

Rescission

Elementary end Secondary Education
Title 1: Concentration Grants 150 200 -50 150
Title 1: Incentive Grants . . . 15 -15 . . .

Improving Local Practice 146 146 -50 96
Strengthening State Educational Agency Management 51 51 -5 46
Guidance, Counseling, and Testing 18 18 -18 . . .

Emergency School Aid:
Special Programs and Protects 69 96 -13 83
Magnet Schools 25 43 •13 30

Vocational Education: Basic State Grants 475 562 -87 475
Career Education 20 20 -10 10
Follow Through 59 59 -15 44
Telecommunications Demonstrations 1 1 -1

Higher Education
Direct  Loans 310 286 -108 178
Education Information Centers 3 3 -3 . . .

University Community Services 18 10 -1 9
State Postsecondary Commissions 3 3 -3 . . .

Public Service Fellowships 4 4 -4 . . .

Mining Fellowships 4 4 -4 . . .

Arch itectural Barriers Removal . . . 25 -25 . . .

Law School Cl inica l Experience 2 4 -4 . . .

Law Related Education . . . 1 -1 . . .

TOTAL, PROPOSED RESCISSIONS -$ 430

REVISIONS TO 1981 BUDGET
(Millions of Dollars)

1980’ 1981
Original Request Revised Request Change

Elementary and Secondary Education
Title 1 Concentration $150 $300 $150 - $150
Support and Innovation 142 197 98 -101
Impact Aid 772 439 334 -105
Emergency School Aid 290 339 306 -33
Vocational Education 696 784 730 -54
Career Education 10 20 10 -10
Guidance, Counseling, and Testing - 18 - -18
Follow Through 44 59 44 -15

Higher Education
Basic Opportunity Grants 2,262 2,309 2,159 -150
Guaranteed Student Loans 1,718 1,123 1,391 +  268

Research and Demonstrations
Research and Development 77 88 79 -9
National Institu te o f Handicapped Research 31 37 35 -2
Telecommunications Demonstrations 1 - -1

TOTAL REVISIONS -$380

' A t  r tv lt td
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OPENING REMARKS

Secretary Hufstedler. Thank you very much.
Mr. Chairman and mem bers  of  the comm ittee,  we appe ar before you 

today in an unprecedented , cooperative effor t by the Congress and the 
executive branch to reverse  the dangerous  inflationary  trends in our 
economy.

As you know, an essent ial element of  the  Pres ident’s anti-in flation  
program is the reduc tion of  Federal expe nditures  by $15 billion in 
1981. This balanc ing o f the Federal budget, along with other measures, 
is expected  to produce a significant decline  in inflation as the year pro ­
gresses.

As a parti cipant in this process, I can attes t that, while necessary, it is 
also a  difficult and  painfu l task.

The Departm ent of  Education’s contr ibut ion to the anti-inflation pro ­
gram is to reduce 1981 expenditures by $427 million , from our previous 
estimate  of  $13.5 billion to a new total of  $13.1 billion . As you know, 
almost all of  our  programs are either forward-  or advance-funded.  
Therefore, it is necessary for us to redu ce bud get  autho rity in both 
fiscal years 1980 and 1981 in order to produce  the outlay savings.

While the proposed reduct ions in education affect almost all catego­
ries of  programs, we attempted  as much  as possible  to minimize thei r 
adverse impact. Fo r instance, we tried to focus the reductions in those 
programs where there  is lesser evidence  of  significant benefit, where the 
primary respons ibility rests with State and  local governments, and 
where there  is a less clear Federal  role.

While we have reflected cuts in two programs which target on the 
disadvantaged, we have designed these in such a way tha t they will not 
have a serious effect on recipients.

The 1980 reduct ions: A net  decrease of  $333 million in bud get  au­
thority is proposed  for the Departm ent of  Education in 1980, resulting 
in a revised total of  $14.1 billion. This consists of  $430 million in re­
scissions to appro priat ions and $474 million in reductions to pending 
supplementa ls, offset by an increase of  $97 million  for the pending 
guaranteed student  loans supplemental which results from higher cost 
estimates and from the essentially unco ntrol lable  costs that characterize 
that  p rogram.

1980 SUPPLEMENTAL

Senator Magnuson. On the  supplementa ls, they have jus t been pre ­
sented before us. We haven’t acted.

Secretary Hufstedler. That’s rig ht
Senato r Magnuson. In effect, you are giving up on receiving certain  

supplementa ls, is that right?
Secretary Hufstedler. In some respects. With  respec t to the  uncon- 

trollables, tha t is, the GSL payments . Those supplementals were pre ­
sented to you the first time I appe ared  before you, bu t we had  to revise 
them because the costs in the  interim  have risen.

Senator Magnuson. In othe r words, you are not push ing certain 
supplem entals?

Secretary Hufstedler. N o; simply because in those areas we have 
also asked for reductions in budget  author ity.
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Senator  Magnuson. Yes.

GUARANTEED STUDENT LOANS SUPPLEMENTAL

Senator Burdick. What composes the $97  million for the guarant eed 
stud ent  loan supp lement?  What is in that  $97 milli on?

Secretary Hufstedler. It is the combination of increased interest  costs 
which have been  incurre d from the time we originall y made ou r pro ­
jections to the time we are now presentin g our revisions. Second, it also 
contai ns an increased num ber  of  loans that  we could not accurately 
projec t at the time we initially presente d ou r bud get  figures. It also rep ­
resents certa in payments to State agencies which are auth orize d und er 
the existing legislation, also reflecting changes  in estimates.

I might add, also because it’s of  interest -----
Senator Burdick. You’re talking abo ut losses now, by payments to 

lenders?
Secretary Hufstedler. No; paym ents  to State agencies for adminis tra­

tive costs over and above the inter est cost to lende rs which is built into  

the legislation we a re talking ab ou t
Senator Burdick. Does any of  this $97 million take care of  defa ults 

on the pa rt of  the  stude nts, those losses?
Secretary H ufstedler. No; we have not  changed  the estima te for 

defaul ts from the origina l supplemen tal.
I simply poi nt out, it may be of  interest  to you, tha t the  Co n­

gressional Budget Office and  ou r bud get  perso nnel  have  been  working 
toward  a system upo n which there  is prelim inary  agree ment on the  
means  by which you estimate these. Now, the CBO figures and our  fig­
ures  are much closer togethe r. The re is still fine tunin g to be done, bu t 
we made  progress in that direction .

Senator Magnuson. Why do you cons ult the  Congressional Budge t 
Office?

Secretary  Hufstedler. It’s always nice to find out  as a ma tter  of  in­

form ation—
Sena tor Magnuson. But the CBO is supp osed  to be  ind epe nde nt too. 

Sometimes they are no t It is nice to have the figures agree, bu t I do n’t 
think  you shou ld be  beholden to the CBO on any matte r.

Secretary H ufstedler. I assure you we share  your view profo undly. 
But when it comes  to what kind  of  crite ria shou ld be take n into  
account in which to reach our ind epe ndent  figures, we think  it useful  to 
take a look at the methodology  by CBO as well as reexam ining  ou r 

own.
Sena tor Magnuson. It may be useful, bu t don’t spend too  much time  

on i t  [Lau ghter.]
With the loan intere st rates so high, isn ’t it che ape r to give the  stu ­

den t a g rant  rath er than a loan?
Secretary Hufstedler. It might well be cheaper to do so, bu t we are  

no t perm itted  to do so under the  present autho rizing and ena cted  legis­

lation.
Senator  Burdick. You mean the inte rest  can be more tha n the  pr in­

cipal of  th e loan ?
Senator Magnuson. Give n the  time  needed, with a 20-p erc ent  inter -
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est rate, yes. If you borrow $1,000 at 17 percent, in 4 or 5 years you’re 
paying as mu ch on interest as on the  loan.

Secretary Hufstedler. I agree with your  suggestion, Senator  Magnu­
son, which is, as I und erst and  it, we ought to examine legislatively the 
foundat ion of the structu re upo n which this is build.  The administra tion 
is firmly in favor of  th at

Senator Magnuson. All right, go ahead .

BUDGET REVISIONS

Secretary Hufstedler. In the higher  education  area, a net reduction 
of  $56 mi llion is------

Senator Magnuson. Wait a mom en t Some  $257 million o f this re­
duction is in  the area  of  elementary and  secondary education.

Secretary Hufstedler. I thou ght  I would  go back to tha t because  we 
were talking about higher educa tion. I will read it the way it’s pre­
sented, if you wish.

Senator Magnuson. All right. Go  ahead.
Secretary Hufstedler. I will pick up where you left off. That’s pre tty 

hard  for m e to do because you are ahead of  me on these.
reductions in elementary and secondary education

Some $275 million of  this reduct ion is in the area  of  elem entary  and 
secondary educa tion. Majo r decreases are $88 million  in vocational  
education funds  which States and localities greatly overmatch each year; 
$50 million in sup por t and innovation grants which will impac t new 
projects funded by the States, rather  than  ongoing efforts; and $50 
million in title I concentra tion grants, the impact of  which will affect 
less than 2 percent of  the total numb er of  child ren served under this 
program and  will not  result  in eliminating services to children  already 
participating.

TITLE I CONCENTRATION GRANTS

Senator Magnuson. Why don’t you cut ou t concentration grants all 
together?

Secretary Hufstedler. Because we believe they have an oppo rtun ity 
to improve services to disadvantaged children .

Senator Magnuson. I know, bu t title I funds should be awarded 
across the board and  equal  for everybody, no t delivered as concentra ted 
sums.

Secretary Hufstedler. It was inten ded------
Senato r Magnuson. I know. Former HEW  Secretary Califano made  

big speeches. But the purpose of  title I was to spread funds  and give 
everybody an equal  chance. If you concentra te, why—you’re asking 
them to do what they shou ld have been  doing anyway.

However, that’s beside the point. I’m in favor of  cutt ing concen­
tration grants out all together; but tha t’s just one man’s opinion.

Secretary Hufstedler. I hope before you reach that  ultim ate conclu­
sion—

Senator Magnuson. It doesn’t affect title I money at all.
Secretary Hufstedler. Let me pu t it this way-----
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Sena tor Magnuson. You’re adding to title  I m oney and direc ting it to 

certain spots. If  you’re addin g to title I, do it across the  board.
Secretary Hufstedler. If  we had  adequate  fund ing to serve, und er 

basic title  I, every single disadvantaged youngster  who would qualify, I 
would surely agree with you. But we don’t have, and never have had, 
enough to fill the need of  all eligible children.

The concentration grants  and  incentive programs were designed to 
‘ give incentives and to work with the  most  severely disadvantaged and  

the  most innovative program s that  the States could create.
Sena tor Magnuson. There will be disadvantaged people spread across 

, the  country. You ’re p utting funds  in  concentra tion grants, taking care  of
certain areas. I would  rath er pu t the money  in title I across the board . 

HIGH ER  EDU CATIO N BUDG ET

Secretary Hufstedler. In the high er educatio n area, a ne t reduction 
of $56 million is recom mend ed. A rescission of $108 million from direc t 
student loans will resul t in a total loan volume of  almost $600 million 
reaching 840,000 students. We anticipate tha t 162,000 s tudents who will 
no t have access to direc t loans will be  eligible for guaranteed loans.

In basic grants, a deferral of $140 million  from award year 1980-81, 
to remain  availab le on a contingency basis for 1980-82, is recom­
mended.  The estimated numb er of  rec ipients will remain at 2.6 million, 
although each grant will be  reduced by $50.

Senator Magnuson. Y ou’re proposing to rescind  $108 million?
Secretary Hufstedler. T hat’s ri gh t
Senator Magnuson. T he President’s rescission request says, “Studen ts 

no t receiving direc t loans will be eligible for guarant eed  s tude nt loans.”
Secretary Hufstedler. That’s rig ht

INTEREST RA TE  COSTS

Sena tor Magnuson. Since the Government  is paying 17.7-percent 
• interest rates on guaranteed stud ent  loans, won’t this rescission, if  

effected,  cost the Fede ral Governmen t more  money?
Secretary Hufstedler. It would appear so, superficially.
Senator Magnuson. 17.7-percent interest rates—I hope tha t’s no t the 

permanen t interest rate, bu t it is now.
Secretary H ufstedler. Senator, you have hit  exactly on the reason 

why it does no t follow that eligibility for guaranteed studen t loans-----
Sena tor Magnuson. Direct loans cost the Federal  Governmen t less 

because  of  lower interest rates. I am wondering why—this seems to be a 
shortsighted appro ach.

Secretary Hufstedler. Mr. Fischer would like more specifically to 
respond to your question.

Mr. F ischer. If  the  interest rates rema in high, Mr. Chairman, as you 
suggest—we all hope  they don ’t—in the long run  it might well be  more  
expensive for these students  to seek assistance through the guaranteed 
stud ent  loan program.

We are all faced with the  dilem ma of  try ing to take pressure of f the 
economy in the short run in 1981. The  difference between the outlay
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savings from reduc ing the  direct loan program and the corresponding 
increase in the costs to the  Gov ernm ent from higher parti cipa tion in the 
guaranteed loan program is clearly beneficial in the short  run, taking 
pressure off  the economy by reducing the direc t loans.

In the long run, if  the intere st rates stay as high  as they are now, it 
could  be more expensive. But we are taking tha t problem with regard 
to the current structure of  the loan prog ram by proposing  a major revi­
sion in the structure of the  guaranteed loan program, by which we in- * 
tend  to reduce the cost to the Government  of  th e guaranteed loan pro ­
gram.

Senator Magnuson. Are  the banks picking  up the loss? ■*
Mr. F ischer. I’m sure that ’s mixed. We have no immediate  indica­

tion—
Sena tor Magnuson. They don’t want to hand le the  loans, because 

bankers call it “slow pap er’’. They want to be where the  financial action 
is.

Mr. F ischer. I don’t th ink  we have hard  evidence  now tha t there is a 
sharp drop in availability of  loan money. At these  rates of  in terest, Mr. 
Chairman,  I don ’t think we have a slowdown.

Senator Magnuson. The re shou ldn’t be. Maybe we ough t to have  a 
windfall profits tax on banks. [Laughter.]

Mr. F ischer. That ’s a nice idea, Mr. Chairman . [Laughter.]
Senator Magnuson. All right. This appears to be a short-term effort.

If  it were a long-te rm effort,  it would be shorts ighted, in my opinion.
Secretary Hufstedler. We agree with you.

categorical rescissions

Other rescissions in high er education total ing $45 million are in­
cluded in a variety of  small categorical programs where the Federal  role 
is less clear and  the impac t on beneficiaries is not as significant  as in 
oth er activities. This is consistent  with ou r 1981 request which would 
terminate  some of  these programs. 

tWe are withdrawing ou r request to extend the availability through  
1981 of  $25 million for architectura l barrier  removal programs. Higher 
education  institu tions are moving on thei r own to comply with section  
504 of the Rehabili tation Act, and it appears that  the capita l costs * 
involved are relatively small for most schools.

IMPACT aid

Sena tor Magnuson. That’s good. I think that  was pushed too fa st
On the  categorical programs, the 1981 requ est would  terminate  these 

programs. Does that include impact aid?
Secretary Hufstedler. N o; it reduces impac t aid; the  eligibility crite ­

ria are the  same for the reduction in impact aid as tha t which we earlier  
presented to you before the  revisions, excep t we would fund at 70 per­
cen t instead of  the higher rate.

Senator Magnuson. The 1981 budget,  what  did  tha t include for im­
pac t aid? Didn’t tha t drop the B students? It ju st about wiped out  B 
studen ts.

Secretary Hufstedler. T hat’s rig ht
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Senato r Magnuson. Do you think  you will get away with  that ?
Secretary Hufstedler. Mr. Chair man, I wish I could tell you that I 

knew. All I can tell you is tha t we oug ht to.
Senato r Magnuson. Well, I have been for some decrease  in impact 

aid, bu t it’s the most difficult aspect of  all is to cut  out B studen ts. You 
know, there are 435 Congressm en—433 have impac t aid. I don’t know 
what happen ed to the oth er two in their districts. [Lau ghter.]

There has to be some bet ter  ration ale. We are waiting on the  Legis­
lative Comm ittee to chan ge the eligibility, so tha t we elimin ate some 
horr ible examples in certa in counties . I think until tha t’s done, you’ll be 
faced with a pretty  substantia l sum requ ired  by B stude nts passed by 
the Congress itself, which would wipe out all your rescissions.

Secretary Hufstedler. I am hopefu l that, when it comes to an app re­
ciation  of the reduct ion of general aid under the head ing of  im pact  aid 
versus the necessity to otherwis e cut  programs  which serve the most  se­
riously disadvant aged youngsters, that  the Congressm en who favor im­
pact aid will recognize the necessity for the cuts.

Senator Magnuson. We can  take some of it out of title I.
Secretary Hufstedler. That would be a very melancholy res ul t 

[Laughter.]
I shall, for one, do my level best  to fight i t  successfully.
Senator Magnuson. Well, we a re thinking abo ut it.
Secretary Hufstedler. I might add th at  for the  B youngsters,  the 

impa ct aid payments to 370  districts are less than $2,000. It’s less than  
$1,0 00 to 121 districts.

Senat or Magnuson. Schoo l districts— ther e are abo ut 9,000 of  them  
in the Uni ted  States.

Secretary Hufstedler. Alth ough  there  are a lot of  votes in some of  

them.
Senat or Magnuson. I thin k it’s really abo ut 12,0 00 school districts. 

architectural barrier removal

Senato r Burdick. Mr. Chairman, I want  to ask a questi on abo ut the 
architectura l barr ier program  before we move on.

Whe n you dedu ct $25 million,  will there  be any money left for the 
program?

Secretary Hufstedler. No;  there  will not
Senator Burdick. We will have difficulti es then. I foun d in my own 

State that we mand ate these changes  bu t the school district does n’t have 
any money.  There is n o mone y for them.

Secretary Hufstedler. This $25 million  is for higher educ ation only, 
you unde rstan d. This isn’t prim ary and secondary education . It’s for the 
removal of  arch itectural barrie rs at instit utions of  higher  education.

Senat or Burdick. Th at help s a b it  But ther e will be  no money in 
that prog ram ?

Secretary Hufstedler. N o money this year, fiscal year 1980 , for 
archit ectura l barr ier remov al at higher educ ation institu tions.

Senato r Magnuson. The re is some difficu lty in findin g out what  the 
exact need  is. You need  figures on where the  nee d is, particularly  in 
small school districts where there  may not be any need  at all. Ther e 
may not be a disabled person involved in the whole dis trict
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Secretary Hufstedler. Senator, we have, I might say, funds  in othe r 
portions of  the budget to assist universities  and  colleges by provid ing 
technical advice on how to comply  with the law in a way which does 
not  entail trem endo us cost, so that  we are trying to help  them. This  $25 
million would be, if  spread across all universities and  colleges, a very 
tiny amo unt in any ev en t

Senator Magnuson. All rig ht

BUDGET REVISIONS

Secretary Hufstedler. Also proposed  for higher education  is an in­
crease of $97 million to the requ ested supplementa l for guaranteed stu­
den t loans. This  results from revised projec tions of  loan volume as well 
as an increase  in the  special allowance  rate to lending institu tions  due  
to a change in economic assumptions.

Amendments to our 1981 bu dg et  which is currently being considered  
by your committee, are also included in the anti- inflat ion package. 
These reflect  a net downward adjustment of  almost $380 million , for a 
new total budget autho rity of  $15.1 billion, or $1 billion  over the re­
vised 1980 level. Decreases of  $648 million  in a dozen majo r programs 
would be offset by a revised increase  of $268 million in guaranteed stu­
den t loans, again an uncontrollable cost  under the present legislation.

Basically the-----
Senator Magnuson. In the 1980 rescissions we are cutting ou t some 

amounts.
Secretary Hufstedler. D irect  loans.
Senator Magnuson. But you’re still asking for an addi tion  for guar ­

anteed studen t loans, $268 million?
Secretary Hufstedler. That’s right, because we have no choice.
Senator Magnuson. For 1981.
Secretary Hufstedler. That’s right. We have no choice und er the 

present legislation bu t to pay tha t bill.
Senator Magnuson. I know that. I think we ought to start  thinking  

about legislation if t he interest rates keep rising.

HIGHER EDUCATION REAUTHORIZATION ACT

Secretary H ufstedler. Mr. Chairman, the Higher  Educa tion Reau­
thorization Act is before the Congress at  the present time. We have 
several differen t versions of  that  act before the Congress, includ ing the 
adminis tration’s version which the administra tion believes is signifi­
cantly less costly and involves a control of  the uncontrol lable  costs in 
the GSL  program.

Senator Magnuson. All right.
Secretary Hufstedler. Basically the  1981 proposed amendments  con­

tinue  reductions in the revised 1980 budge ts in title I concentra tion 
grants, minus $150 million; sup por t and innovation grants, minus  $96 
million; and vocational educa tion, minus $54 million; as well as some 
lesser reductions in such areas as emergency school aid, Follow 
Through,  and  guidance and  counseling programs.
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GUIDANCE AND COUNSELING

Senator Magnuson. How much have you taken out o f guidance and 
counseling programs?

Secretary Hufstedler. $18 million;  we are taking  ou t $18 million 
because those programs, we believe, are being  more adequately picked 
up in other areas. These prog rams have not been  as effective as othe r 
program s involving counsel ing and  testing, which we are funding.

FOLLOW THROUGH

Sena tor Magnuson. On Follow Through; how much is taken  out?
Secretary Hufstedler. A significant amo unt—$14.7 million.
Senator Magnuson. O ut of a total of  what?
Ms. Beebe. $59 million; about a 25-percent reduction.
Th at brings it down to $44,250,000.
Senator Magnuson. Why did you do that?
Secretary Hufstedler. We did it because we believe that it s till leaves 

the most effective portion of  the program in tac t
What is going on is that  these program s were originally fund ed as a 

matter  o f demonstrating what happen ed to the youngs ters who were pu t 
through the program.

We still have some innovations  that  are going on in this area and 
those innovations are adequately funded  after  the cu t

We, therefore , believe that  we are not injuring tha t program. We are 
nicking it a little bit, bu t not really injur ing it by taking  out  $14,- 
750,000.

emergency school aid

Sena tor Magnuson. How much is b eing taken ou t of  the emergency 
school aid reques t?

Secretary Hufstedler. We take out a num ber  o f different items. We 
reduce special programs and  projec ts in the rescission bud get  authority 
by $12,519,000 in 1980.

We reduce it by $14,229,000 in fiscal year 1981. On mag net  schools, 
pairing-----

magnet schools

Senator Magnuson. H ow does this affect mag net schools?
Secretary Hufstedler. We are reducing it, bu t not  seriously damag­

ing the  program. There is a decrease  of  $12,604,000 in 1980; $10 mil­
lion in fiscal year 1981.

I point ou t here  tha t what we have discovered is that  the magnet 
schools are excellent as long  as they are pa rt o f an overall plan  of  
integrat ion.

If  they are isolated, they don ’t do tha t well. But we think  tha t these 
programs are  adequately funded  on the basis of the  programs  tha t are 
doing very well. We, of  course, want to encourage more  innovation,  us­
ing magnet schools and  oth er devices, bu t we are going to have to defe r 
fund ing those  new programs until  we are not  experiencing the kind of  
severe budgetary  const raints  that we have during this part icular period .

Sena tor Magnuson. Well, it’s pret ty hard to segregate the use o f the 
magnet school theory from tha t of desegregation.
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If  a distric t is thre aten ed with a cou rt order , like a district in Seattle, 
Wash., was they will want to voluntarily do someth ing. Instea d of  g et­
ting a c ourt  order, they made use of  th e mag net  schools program.

1 don ’t know how they are getting along, bu t appa rentl y they are pro ­
gressing all rig ht  How would deferra l affect an area  that is using mag ­
net  schools as part of  the desegregation process—t he main part ?

Secretary H ufstedler. They won’t be hurt . In tha t situation, they are 
fund ed out of  oth er titles and, in addit ion to th at  wha t we are doing  is, 
even after the rescission, we a re bringing fund ing above  the 1979 level.

In short, we have got the funds to help the kind of  dist ricts tha t you 
are describing in two ways. One, by the mone ys we still requ est in the  
revised budge t.

Second, by other kinds  of  incentive programs which are untouch ed 
by this bud get cut. We want to fund, and  we are going to be able to 
fund, those magn et and  pairing projects  which  are a par t of  eith er an 
innovative strategy or those in which, as your description , are areas in 
which it’s part  of  an ongoing first-initiative-level  effo rt for integration. 

BASIC GRA NTS

Senator Magnuson. You propo se cuts in the emerg ency school aid 
funding, but funding for basic State grants remain s unto uche d. Why?

Ms. Beebe. The basic program fund s every State and provides the  
found ation  for ongoing desegregation activities.

Then  the emergency districts or new desegregation districts are fun d­
ed out of  special programs and projects.

As a total, those programs meet the  ongoing  need s of  new desegr e­
gation activities or those in the  second genera tion. We feel those foun ­
datio n programs need  to stay in place.

The programs which we propose  to cut are those special kinds of  in i­
tiatives and activities within the bro ade r framew ork o f emergency 
school assistance.

Senato r Magnuson. I think  it’s wise to leave fundin g for the basic 
State grants. I wonder whether it’s wise, where a school district  is 
making  a special effor t as pa rt of the  desegregation initiative, whether  
it’s c ourt ordered  or voluntary, to penalize  them  for making  that ef fo rt

Ms. Beebe. Mr. Chair man,  these prop osed  change s-----
Senat or Magnuson. That may be for mag net schools or  some oth er 

innovation, I don ’t know, bu t I know that  the mag net schools prog ram 
is very imp orta nt as par t of  any desegre gation process.

Ms. Beebe. We fund  more  magn et schools out of  the State -appor­
tioned programs  and out of  t he emergency special projec ts—it’s par t of  
a larger desegrega tion eff or t

The magn et schools line item in the  budget is only where you fund  a 
magnet school as a single initiative.

Senat or Magnuson. T know. But how do you know the  States will 
give them the  money to cont inue ? In some States, the school boa rd 
doesn’t speak to the governor and vice versa.

Secretary Hufstedler. Nothing  makes  me sorrie r than losing a nickel 
from the magn et schools, whether it’s ju st an inno vatio n or  whethe r it’s 
a third- generation  conti nuin g effor t with respe ct to integration  or  
whether it’s part of  an overall plan.
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I am very melancholy about that  cut. I am simply saying that  I don ’t 
have a bad  program in this budget. To lose anything  from the bud get  
really hur ts me.

I think we can carry the most critical programs  even with this  cut, 
bu t I ca n’t say it makes me happy, because it d oesn’t

[The information follows:]
The State educational agencies exercise no control over these moneys, although they 

are apportioned by the State. Therefore, the decision to continue fund ing is made by 
the Department o f Education.

Ms. Beebe. The cuts  in emergency school assistance are all in planned 
growth. In no case d o we cut below the 1979 or the 1980 base.

For example, in emergency special projects, even with ou r prop osed 
$12 million rescission, we have a $14 million  increase over 1979.

In magnet schools, we have a $5 million increase over 1979 even with 
ou r proposed revision. What we are doing is reducing the level o f 
growth.

Sena tor Magnuson. Well, it takes it away from a school district tha t 
honestly tried  and puts  it in the hands of  the  State.

We will take a look at it. The re’s no  use in belaboring the point here.
Secretary H ufstedler. You know how strongly we believe in the 

program. It’s jus t the  necessity to pu t nicks without developing per ni­
cious anemia.

VOCATIO NAL EDUCATION

Sena tor Magnuson. Now, it seems to me  you take an und ue budget 
cut  whack at vocational  educa tion.

Secretary Hufstedler. Mr. Chairman , I don’t believe we are taking  
an undue whack. It’s an unhappy whack, but it’s no t und ue in tha t 
these vocational education programs are strongly overmatched, Mr. 
Chairman,  by State funds. The Federal  role in maintaining funding for  
these programs is less vital to the maintena nce of  the overall educa­
tional struc ture  than is some of  our  other program s.

I hate to lose money in vocational educa tion, too, bu t we have State 
and  local funds  now overmatching  Federa l funds in basic grants by 12 
to 1.

Senator Magnuson. That  is why the  program is so good.
Ms. Beebe. Mr. Chairman, even with ou r reduct ions, we have a $15 

million increase  in vocational education in 1980 over 1979 and a $33 
million increase  in 1981 over  1980. In the last 11 years, State and  local 
funding has grown 455 perc ent  from $1 bill ion to over $6 billion.

Senator Magnuson. Why?
Ms. Beebe. Because the States see it as an imp ortant role.
Sena tor Magnuson. Because of  the  Federal Governm ent.  This com­

mitte e is always helping with that  support . We never had help from 
downtown at all—the Commissioner of Education.

Ms. Beebe. The Fed eral  growth has been about 200 percent, com­
pared to------

Sena tor Magnuson. I know. If  we took the budget  figures tha t you 
are taking here,  we would never have any increase in vocational educa­
tion.

69 -130  0 - 8 0 - 9
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Mr. Fischer. Mr. Chairman, if  I might . I am second to none  in rec­
ognition of  your enthusiasm in this area, but in all fairness, we propo se 
in the 1981 revised budget abou t a $33.5  million  increase.

Senator Magnuson. And I complim ent you for comin g along with 
this. [Laughter.]

If we took the budgetary figures for the past  15 years, we would have 
had no vocational educat ion progra ms at all sponsored at the Federal 
level. It seems to me it’s more impor tan t now than ever.

Secretary Hufstedler. Mr. Chairma n, I commend you on what  I 
know has been  unflagging  sturdy sup por t for vocational educa tion.

If I were not abju red not  to do so, I would mention  the imp act of  
the Youth Act of  1 980, but I will not men tion  it. [Lau ghter.]

Senator Magnuson. All right. We will look at it
Senator Burdick. I have a comment in this area, Mr. Chair man.
Senator Magnuson. G o ahead.

STATE MATCHING FUNDS AND  RISING TUITIO N

Senator Burdick. I happened to see a little catalog on colleges the 
other night  and the payme nts for tuition and  so forth, com pared to my 
day, are absolutely  horren dous.

I have been told in my own State  that college applications are falling 
off because of these costs. I just  think  it’s very foolish to not subsidize 
it with help in this vocational field.

I can’t find the arg um ent Just  because the States matc h more here  
than they do in othe r programs, why shou ld that be cou nted against 
them?

Secretary Hufstedler. It doesn’t cou nt against them. Ou r problem  is 
how to devise a defensible strategy for making  cuts in educ ation al pro ­
grams, not 1 penny  of  which any of  us truly want  to give up.

We have been trying to save the youngest children from the most 
serious cuts and the most disad vanta ged persons from the  most serious 
cuts. In areas in which we have reasons to believe that the  older young 
people  will be picked  up effectively, eithe r by oth er programs  or  by 
State-matching funds, what we are doing  is unha ppil y slowing the 
momentum  of  growth of  the soun d vocational  educa tional program s.

We have to admi t we are slowing the growth. It’s still growing. It jus t 
isn’t growing at the  same mom entum .

I am hopeful tha t when we get thro ugh this budge tary crun ch and  we 
can see inflation  leveling off, tha t we will be able  to renew the mo­
ment um which we have slowed.

Senator Burdick. I am afraid you mig ht lose these peop le from col­
lege and lose them  from vocational  schools. Soon you haven’t got  a 
productive person in the commu nity.

Secretary Hufstedler. I h ope tha t we are not going to do th at  As far 
as I can tell from all the figures I have seen, the redu ction  in the 
num ber of  young people  who are enter ing college is not a funct ion of  
increased college costs as much as it is a function of demo graph y in 
that fewer young people  are in the age group to go to college than 
there were even 5 years ago.

The  second point is that  the rising costs of  educatio n are nevertheless
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met. The  difference is tha t not every youngster can go to quite  as ex­
pensive a school as he or she might otherwise  have been able to enter, 
bu t the fact is that  our continuing sup por t of  the combination of grant  
and  loan programs means  that no t a single youngster who is really qua l­
ified, eligible and wants to go to a college or university is foreclosed 
from high er educa tion at the present time.

, Senator Burdick. I don ’t know, I have seen these costs and  you have
to do some fast footwork to pay them.

Mr. F ischer. The only other poin t is tha t even with the necessity to 
find  places where reduc tions  can be made to meet counterinflationary 
goals, we still have  an increase in this program.

You still have an increase year to year in the State gran t programs 
for vocational education. So we are with you in genera l objective.

We are trying to apply a terrible result  of  the economist’s dismal 
science to programs we do  believe in and still preserve some increase. 

BASIC EDUCATIONAL OPPORTUNITY GRANTS

Senator Magnuson. How do you handle basic educational opportu ­
nity grants  in this revision? Have you taken into considera tion dropping  
from $1,800 a year to $1,750—$1,750, is th at the revised figure?

Secretary Hufstedler. Yes; we have had  in this down ward  revision  
to cut the increase of  $100 per  maximum gran t down to the 1980 fig­
ure.

Senator Magnuson. $1,750 is the maximum g ra nt
Secretary Hufstedler. That  is for 1980.
Senator Magnuson. We were $1,700, weren’t we?
Secretary Hufstedler. We were $1,800 in 1980. We went up in our  

original presenta tion to you for fiscal year 1981 to $1,900.
Now we are going for 1981 back to the $1,800 and, in addi tion,  we 

are making a cut  of  $50 p er grantee in 1980 in order to save the outlays 
necessary to reach ou r outlay targets.

< Senator Magnuson. So the highest amo unt  would  be  $1,750.
Secretary Hufstedler. For fiscal year 1980.

YOUTH EDUCATION AND TRAINING
»

Senator Magnuson. Now when you testified  on the Janua ry educa­
tion budget, you strongly supported $900 million for the President’s 
proposed  youth education  and train ing program, didn’t you?

Secretary Hufstedler. I did indeed.
Senator Magnuson. Now it’s late April and the proposed legislation  

was ju st repo rted  out  of the  House subcommittee last week. Just  out of 
the  subcommittee. We still don’t have a publ ic law. We are not  going 
to have one unti l we mark  up this bill. We can’t consider funds  for this 
program until fiscal 1982.

Why did n’t you cu t out the $900 million  for this program if you are 
going to make some cuts and  n ot make cuts in these other program s?

Secretary Hufstedler. Mr. Chairman , now tha t you have given me 
permission to talk about that, I will ta lk about it. [Laughter.]

Mr. Chairman, the reason is tha t the  youngsters who are going to be
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served und er the youth  initiative are youngsters for whom this progra m 
is literally their last chance. These are the youngsters who, by the way, 
will be beneficiaries-----

Senato r Magnuson. I am not talking abo ut the merits of  the pro­
gram. Don ’t give me a speech abo ut th at  I am for the program. But I 
am saying we have a legislative proc edu re to consider here. We will not 
be able to mark up on the $900 million  prog ram.  That would be  a 
pro per  one for you to defer. I do n’t like to see it deferred. I want the 
legislative comm ittees to do something, but they will not be able to do 
it before  we mark up this fiscal year 1980  bill. You can take that $900 
million and defer it, and  we could put  back in a lot of these little items 
that are causing us so much  troubl e. You would still be und er the re­
scission directive.

Secretary Hufstedler. I am afraid  it will not  work, becaus e the out ­
lays, which are the targets to be saved in fiscal years 1980- 81,  would 
not be met. We only have $50 million  in outlays  for the Youth Act in 
fiscal year 1981. We don ’t reach the $850 million unti l 1982 . Tha t 
means in reaching our targe t reduction  in outlays, the depa rture—the 
only departure tha t we cou ld save would be $50 million,  and we would 
delay the whole prog ram for another  full year.

So that wouldn’t work to save the big money, becau se the big money 
isn’t there.

Senator Magnuson. But we can ’t appropr iate  money that  is not  au­
thorized. We are not going to app ropr iate  this $90 0 million. There fore, 
it’s a bookkeeping  matter . It ought to be set aside.

Secretary Hufstedler. Mr. Chair man,  I am hope ful tha t-----
Senato r Magnuson. You are always hopeful. All the witnesses I hear, 

thousands of  them, they always come up here  with a legislative pro ­
posal. They base thei r bud get  figures on it. But the legislative comm it­
tees are usually way behind. Just as in this case, they are not  going to 
get the necessary bill passed— I will make  you a be t on that—before  we 
mark up this  bill.

What will we do abo ut the  $900  million  requ est?  Leave it in limbo?
Secretary Hufstedler. I hope I will have an answer which is favor­

able to my optimism to bring  before you before the process on this 
appro priat ions bill is complete. I assure you that I am doing my level 
best to see that that happ ens.

In the event that we can’t make it, you will be the first to know.
Senator Magnuson. Well, I would know anyway. [Laugh ter.]
We watch the legislative process up here . That is my business. 

[Laughter.]
Secretary Hufstedler. You will know far earlie r than I, I sugg est 

deferring unauthorized requests

Senato r Magnuson. We are a money committee. We can’t app ropri­
ate money unless it’s authorized. I am afraid  you are going to have 
trouble . You should  not  j eopa rdize  your  funding for existing programs 
by waiting for $90 0 millio n that you are not going to get  Unless we are 
here until after  Novemb er 6 and you have ano ther supple menta l.

Mr. Fischer. Mr. Chairman, on this partic ular— I couldn’t agree with
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you more  in general—bu t on this parti cular , tha t particular  amount of  
money, which you can' t and will not act upon as an appropriations 
matter unti l the  legislative committee has acted, does not jeopardiz e the  
other programs for fiscal year 1981, sir, because it will not spend the  
bulk of  the money in fiscal year 1981, even if it was legis lated, and  you 
did appropr iate  the money.

, The target  for  taking the pressure of f the economy is 1981.
Sena tor Magnuson. That is fine, bu t it’s sitting there, and it’s chalked 

up to us in ou r attempt to balance the budget— $900 million  we don ’t 
need  is in  there .

Mr. F ischer. But this part icula r section of  it does not  affect the  bal ­
ancing of  the budget, because it has such a small outlay in 1981.

Secretary Hufstedler. Mr. Chairman , I recognize the dep th of  the  
problem to which you have vividly called my attention. I am hope ful, 
however, that we will have our authorizing  legislation in time to hit  the  
Budget Committee on May 15 and  bring  us in before the deadl ine.

Sena tor Magnuson. You are an optimist.
Secretary Hufstedler. Nobody will start a new departm ent  of  Gov­

ernm ent with out being an optim ist [Laughter.]
Senator Magnuson. But you haven’t had  much experience in legisla­

tive matters.
Secretary Hufstedler. I have not had much experience excep t at the  

other end, Mr. Chairman, but  hope cont inues to spring eternal.
Senator Magnuson. By May 15—you will have this done in 2l/4 

weeks? Come on—2 ’̂  weeks? Just out  of a House  subcommit tee—it  
couldn’t get on the House calendar  for at least 60 days. [Laughter.]

Particular ly legislation adding $900 million . That is a red flag. 
[Laughter.]

We will take a look at it. Now what else have you got here?  [Laugh­
ter.]

OTHER BU DG ET REVISIONS

* Secretary Hufstedler. We had earlier discussed impact aid, Mr.
Chairman . Perhaps, in view of  the demands upo n your time, we will 
not go through  the impac t aid segment again. It’s availab le to you. I

a  think  we can  discuss-----
Sena tor Magnuson. You can put  that  in the record. We know that 

story.
Secretary Hufstedler. I than k you.
Senator  Magnuson. I have a couple more ques tions  I want  to ask 

you now.
Secretary Hufstedler. Very well, sir.

CONSU LTA NTS

Sena tor Magnuson. Did  you take a 15-percent redu ction in the use 
of  consultants

Secretary Hufstedler. We have  taken a reduct ion which in percen t­
age is not quite  that much,  bu t it has a net  impac t that amounts to the 
same. As you will recall, Chairman Magnuson, the fiscal year 1980 b ill 
included language limiting  HEW consultant service costs to $170 mil-
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lion, and in line with that limitat ion, HEW, upon the forma tion of  the 
Education Depa rtment, dealt  to us $28.9 million. The estim ated limita­
tion for the non-Educat ion Division com ponents  is still $11.6  million. 
Therefore, the total limita tions for the Dep artm ent of  Educa tion for 
fiscal year 1980  is estimated at $40,500 ,000 .

Senator Magnuson. Have you redu ced -----
Secretary Hufstedler. On  the revision it’s now $34  million.  It « 

amounts to, overall, taking in the revisions, 12 ^- pe rc en t reduction.

USE OF IN-H OUSE RES OUR CES
41

Senator Magnuson. In the Office of  Educa tion, former Executive 
Deputy Commissioner James Pickman , resigned  his pos t January 25,
1980. On Febr uary  5, Mr. Pickman subm itted  a prop osal to the  Office 
of  Educa tion. On Feb ruar y 6 the proposa l was approved by the De­
part men t of  Educa tion Assistant Secretary for Managem ent Designate.
Mr. Pickman was awarded a 6-week cont ract  totaling  $9,000. This is at 
an annual  rate of  $78,000. The  purp ose  of the  contra ct was to develop 
recom menda tions relating to location of  14 Presidentia l appointees  and  
their staffs in the curren t Office of Education  space.

The  mem orand um says he  was uniquely qual ified to carry ou t these 
tasks. With over 5,000  employees in the Office of  Education, why is it 
necessary to hire a cons ultant to do that  work?

Secretary Hufstedler. I can  give you the genera l picture,  and then  I 
will turn  to Mr. Gab usi and have him give you the details.

The general picture is, of  all those perso ns in the office available to 
us on transition , there was only one space person  and that individual 
was already involved in projects which totally consumed  his time. The 
one perso n immediately available, who was t horou ghly familiar  with the 
functions of the office and who was supp lied  with all the inform ation 
relating to the space needs  of  the Departm ent,  was Mr. Pickman. He 
was well qual ified  to unde rtake  tha t work, inclu ding working with per ­
sons who made the architectural  drawin gs to produce it, so tha t $9,0 00 >
is not simply an in-pocket fee on his p art

Moreover , the contract was cleared with Gen eral  Counsel  at HEW.
The net pro duc t was the whole pro ject  and it was done  very rapidly. ,  
It’s completed . The  work is over. And that is the end of  the co ntr act  
Any furth er details can be supp lied by Mr. Gabu si.

Senator Magnuson. Well, this hap pen s frequently. It’s like a revolv­
ing door. Governme nt officials resign and  then they create  anot her slot 
and get paid  and  start  all over again after they quit.  Th at has got to 
stop.

Secretary Hufstedler. Surely.

HEAD START

Senato r Magnuson. Now there is no reduction  in Head Start.
Secretary Hufstedler. Head Start is no t in the Dep artm ent of  

Education. It is in the  Depar tme nt of Heal th and  Hum an Services, 
formerly HEW.

Senato r Magnuson. I thou ght we move d it over to your  d epar tmen t.
Secretary Hufstedler. No, Senator.
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Sena tor Magnuson. They were going to, but they did n’t  
Secretary Hufstedler. That ’s rig ht
Sena tor Magnuson. Now Senator Burdick jus t left. Sena tor Proxmire  

has some questions for the record.
And this concludes what I hope to be our last hearing of  the  year. 
[The following ques tions  were not asked at the hearing bu t were sub ­

mit ted to the Dep artm ent for response subseque nt to the hearing:]



EDUCATION BUDGET REVISIONS

Q uest io n : In  Jan u ary , you pro po se d a budget th a t  wo uld  p ro v id e  a 
7 p e rc e n t in c re a s e  fo r  e d u ca ti o n . The re v is e d  budget  pr op os ed  
$4 30 .1  m il l io n  i n  1980 , r e s c is s io n s  and re d u c ti o n s  o f  $6 48 .2  m il li o n  
fo r  f i s c a l  19 81 . In  a d d it io n , th e  $900 m il l io n  pro po se d fo r  th e  new 
youth  employment  pr og ram w i l l  no t be  in c lu d ed  bec ause  we w i l l  ha ve  
no a u th o r iz in g  l e g i s l a t i o n .  Of c o u rse , th e  t o t a l s  you show lo ok 
d i f f e r e n t  bec ause  you  re q u e s t an a d d it io n a l  $97 m il l io n  in  1980 and  
$268 m il l io n  i n  1981  to  fi n an ce  th e  in c re a s in g  i n t e r e s t  c o s ts  o f  th e  
G ua ra nt ee d S tu dent Loa n prog ram.

Given th e  f i s c a l  1981 re d u c ti o n s  and th e  la c k  o f a u th o r iz a ti o n  
fo r  youth  e d u ca ti o n  and t r a in in g ,  d o e s n 't  t h i s  in  f a c t  mean th a t  th e  
re q u e s t fo r  th e  Dep ar tm en t i s  $1. 5 b i l l i o n  be low wh at  you re q u este d  
in  Ja nuar y?

Answer:  In  t o t a l ,  o u r re v is e d  re q u e s t f o r  f i s c a l  y e a r 1981 i s  
$380  m il li o n  be low th e  amoun t in c lu d ed  in  ou r Ja nuary  bu d g e t.  The 
1981 bu dg et  re le a s e d  in  Ja nuar y  in c lu d ed  $1 5,48 5 b i l l i o n  fo r  th e  
Dep ar tm en t o f  E d u ca ti o n . Our re v is e d  budget  in c lu d e s  $1 5,10 5 b i l l i o n .  
Bo th th e  Ja nuary  and March budgets  in c lu d ed  th e  $900 m il l io n  fo r  th e  
new you th  i n i t i a t i v e .

Q uest io n : What in c re a s e  over  1980 a p p ro p ria ti o n s  d id  th e  o r ig in a l  
1981 ed u ca ti o n  budget  pr opose ?

Ans wer: Our o r ig in a l  1981 budget  o f  $1 5. 5 b i l l i o n  in c lu d ed  an 
in c re a se  o f $1 b i l l i o n ,  o r 7 p e rc e n t o ver o u r o r ig in a l  1980 le v e l  
o f  $1 4. 5 b i l l i o n .  The o r ig in a l  1980 le v e l  in c lu d ed  e x is t in g  ap pro ­
p r ia t io n s  o f  $1 3. 8 b i l l i o n  and a pr opose d su pple m enta l t o ta l l i n g  
al m ost  $700 m il l io n .

Q uest io n : How do es  th e  re v is e d  f i s c a l  1981 budget  com pare w it h  
f i s c a l  1979 and  1980 a p p ro p ri a ti o n s?

Ans wer: Our re v is e d  1981 budget  o f  $1 5. 1 b i l l i o n  r e p re se n ts  an 
in c re a s e  o f  $1 b i l l i o n  over our re v is e d  1980  l e v e l  o f  $1 4. 1 b i l l i o n ,  
as  w e ll  as  an  in c re a s e  o f  $1.4  b i l l i o n  over th e  co m pa ra bl e 1979 
amount  o f  $1 3.7 b i l l i o n .  The 1980 l e v e l ,  which  I am r e f e r r in g  to , 
r e f l e c t s  o u r re v is e d  March bu dget  and c o n s is t s  o f  a p p ro p ria ti o n s  o f  
$1 3. 8 b i l l i o n ,  su pp le m en ta ls  o f  $0.8  b i l l i o n ,  and r e s c is s io n s  o f 
$ .4  b i l l i o n .

ELIMINATION OF SMALL PROGRAMS

Q uest io n : The r e v is e d  bu dget  on ce  again  p ro pose s to  te rm in a te  
a num ber  o f  sm all  pr og rams th a t  ha ve  t r a d i t i o n a l l y  be en  pro po se d fo r  
e li m in a ti o n  by th e  A d m in is tr a ti o n . Th ese a re  pr og rams th a t  alway s 
g e t t h e i r  fu nd s re s to re d  by th e  C ongre ss . Among th e se  prog rams are  
Mining F e ll o w sh ip s , P u b li c  S e rv ic e  F e ll o w sh ip s , S ta te  Post se condary  
E duca tion  Co mmiss ions , and  h ig h e r  ed u ca ti o n  c o n ti n u in g  ed u ca ti o n  
pr og ra m s.  A ll  o f  th e se  prog rams ha d no budget  re q u e s t in  th e  1980  
b u d g e t,  b u t th e  Con gr es s dec id ed  to  co n ti n u e  fu ndin g them.

Given th e  f a c t  th a t  th e  Con gr es s ha s co n ti nued  to  fu nd  th ese  
prog rams d e s p i te  ze ro  re q u e s ts  fro m th e  A d m in is tr a ti o n , why d id  you 
decid e  to  ta k e  a n o th e r ru n a t  e li m in a ti n g  them  agai n?
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Answer:  When th e  Con gr es s in c lu d ed  fu nd s fo r  th e se  prog rams l a s t  
y e a r , we were no t under th e  se v ere  econ om ic r e s t r a i n t s  th a t  e x i s t  now. 
Under  c u r re n t econom ic c o n d it io n s , whi ch  fo rc e  th e  j o in t  A d m in is tr a ti o n  
and C ongre ss io na l e f f o r t s  to  b a la n ce  th e  b u d g e t,  we b e li e v e  th a t  th ose  
pr og rams l e s s  c e n t r a l  to  th e  pri m ar y F ed e ra l r o le  in  e d u ca ti o n  w i l l  
ha ve  to  be  re duce d o r  e li m in a te d . In  o u r ju dg m en t, th e  pr og rams 
which  you a re  r e f e r r in g  to  f a l l  un de r th e  c a te g o ry  o f b e in g  le s s  

' c e n t r a l  to  ac com pli sh in g  th e  F ed e ra l r o le  in  e d u ca ti o n .

Q uest io n : Why d i d n 't  you recom mend c u ts  in  some prog rams wh ere 
th e  ch an ce  f o r  C ongre ss io na l appro val  wo uld  be  g re a te r- -p ro g ra m s 

„ su ch  as  S tr en g th en in g  Dev el op in g I n s t i t u t i o n s  and NIE?

Answer:  In  many c ases we ha ve  recomm ended c u ts  which  we th in k
ha ve  a h ig h  ch an ce  fo r  C ongre ss io na l a p p ro v a l.  Con ce rn in g th e  
p a r t i c u l a r  pr og ram s which  you m en ti on , ou r re v is e d  1981  budget  
c o n ta in s  a re d u c ti o n  o f  $9 m il l io n  fro m th e  amoun t o r ig in a l ly  pro pose d 
fo r  th e  N a ti o n a l I n s t i t u t e  o f  E d uca ti on . The Dev el op in g I n s t i tu t i o n s  
pr og ram i s  fu nd ed  a t  $140  m il l io n , th e  same amoun t as  in  Ja nuary  
b udget.  T his  pr og ram i s  c r i t i c a l  to  t h e  su ccess  o f  many o f  our 
N a ti o n 's  d evelo p in g  c o ll e g e s  and  u n i v e r s i t i e s ,  whi ch  se rv e  la rg e  
numb ers  o f  d is ad v an ta g ed  and  ne edy s tu d e n ts .

PICKMAN CONTRACT

Q uest io n : The O ff ic e  o f  E d u c a ti o n 's  fo rm er  E xecu ti ve  De pu ty 
Com mission er , Jam es Pic km an , re s ig n ed  h is  p o s t on Ja nuary  25 , 1980 .
On Feb ru ar y  5 , Mr. Pickman su bm it te d  a p ro p o sa l to  th e  O ff ic e  o f  
E d uca ti on . On F eb ru ra ry  6,  th e  p ro p o sa l was ap pr ov ed  by  th e  D epart ­
me nt o f E d u c a ti o n 's  A s s is ta n t  S e c re ta ry  fo r  M an ag em en t-Des ig na te .
Mr. Pickman was  aw ard ed  a si x-w ee k c o n tr a c t  t o t a l l i n g  $9,1 00.
T his  i s  an  annual  r a t e  o f  $7 8, 88 4.

The purp ose  o f  th e  c o n tr a c t i s  to  "d evel op  re co mmen da tio ns  r e ­
l a t i n g  to  th e  lo c a t io n  o f  14 P re s id e n t ia l  ap p o in te es and t h e i r  
s t a f f s  in  c u r re n t  O.E . (O ff ic e  o f  E duca ti on) sp a c e ."  A memorandum 
on t h i s  c o n tr a c t  sa y s , "J im  i s  u n iq u e ly  q u a l i f ie d  to  c a r ry  o u t 
th e se  ta s k s ."

D o e sn 't  th e  O ff ic e  o f  E duca tion  ha ve  an A d m in is tr a ti v e  S e rv ic e s  
4 D iv is io n  which  i s  su pp os ed  to  c a rry  o u t jo b s l ik e  th is ?

I s n ' t  i t  p ro b ab le  th a t  t h i s  c o n tr a c t  was d is c u sse d  and  a rr anged  
w h il e  Mr. Pic kman was s t i l l  an  em plo yee o f  th e  F ed e ra l Governm ent ?

F  An swer:  The O ff ic e  o f E duca tion  do es  ha ve  an  A d m in is tr a ti v e
S e rv ic e s  D iv is io n , ho we ver t h i s  D iv is io n  on ly  ha s two f u l l - t im e  
em ploy ee s a ss ig n ed  to  th e  sp ac e fu n c ti o n . The Dep ar tm en t o f H ealt h , 
E d u ca ti o n , and W el fa re  sp ac e s t a f f  u s u a l ly  do es  n o t p ro v id e  any  
a s s is ta n c e  on t h i s  fu n c ti o n , and a t  th e  tim e t h i s  c o n tr a c t  was 
aw arde d,  th ey  wer e bu sy  p la n n in g  th e  sp ac e ar ra ngem ents  fo r  HHS.
The two OE em ploy ee s were bu sy  on r o u t in e  fu n c ti o n s  and ha d p ic ked  
up  much o f  th e  sp ac e p la n n in g  fo r  th e  new D ep ar tm en t,  b u t th ey  
wer e u nab le  to  u n d ert ak e  a l l  o f  th e  ta s k s . I t  was o u r b e l i e f  th a t  
i t  was  im p o rt an t to  ha ve  th e  sp ac e ass ig nm en t dev el oped  by someone  
who was f a m i l ia r  w it h  b o th  th e  O ff ic e  o f  E d u c a ti o n 's  c u r re n t sp ac e 
and th e  to p  man ag m en t's  p la n s  fo r  th e  new D ep ar tm en t.  Mr. Pickman 
me t b o th  o f  th e s e  c r i t e r i a  and was a v a i la b le  to  u n d ert ak e  th e  a s s ig n ­
men t. T his  c o n tr a c t  n e i th e r  was d is c u sse d  nor a rr an g ed  w h il e  Mr. 
Pic kman was  s t i l l  an  em plo yee o f  th e  F ed e ra l Go vernme nt.
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CONTRACTS FACILITATING NEW DEPARTMENT

Q u e s ti o n : How many  o th e r  c o n t r a c t s  an d c o n s u l ta n t  c o n t r a c t s
hav e bee n aw ar ded  to  h e lp  s e t  up th e  new  D ep ar tm en t?

For  th e  r e c o r d , p le a s e  su p p ly  th e  nam e o f  p e rso n  o r  o r g a n iz a t io n  
to  w hi ch  each  c o n t r a c t  o r  g r a n t  was  aw ard ed , th e  p u rp o se  o f  th e  
c o n t r a c t ,  th e  le n g th  o f  ti m e fo r  w hi ch  i t  was aw ard ed , an d th e  am ou nt  
o f  th e  c o n t r a c t .

An sw er: S ix  c o n t r a c t s  hav e bee n aw ar ded  to  h e lp  s e t  up th e  new
D ep art m en t.

C o n tr a c to r P urp o se Amount

B ansi  Bha rw an i A s s i s t  w it h  th e  d e s ig n  o f  a 
pa ym en t sy s te m  to  r e p la c e  th e  
p r e s e n t  pa ym en t sy s te m .

$ 1 0 ,0 0 0 .0 0

Ja mes  Pi ck man
2 /1 8 /8 0  -  3 /3 1 /8 0

D ev el op  re com m endati ons r e ­
l a t i n g  to  th e  lo c a t i o n  o f
14 P r e s i d e n t i a l  A p p o in te es  
an d t h e i r  s t a f f  in  c u r r e n t
OE sp a c e .

9 ,1 0 0 .0 0

Long an d S i l v e r s t e i n , P .C . A n a ly s is  o f  d a ta  n eeded  fo r
OCR f u n c t io n s  r e l a t i n g  to  
be  p erf o rm ed  in  D ep t.  o f
Ed uc .

9 ,7 9 0 .0 0

C e n te r f o r  N a ti o n a l 
P o l ic y  Re view

A n a ly s is  o f  b ack g ro u n d , 
C o n g re s s io n a l i n t e n t  an d 
re q u ir e m e n ts  o f  th e  D ep t.
Ed uc . Org . A ct.

5 ,0 4 2 .0 0

Long an d S i l v e r s t e i n , P .C . A n a ly s is  o f  th e  i n t e r f e r f a c e  
be tw ee n S e c t io n  504  an d
P a r t  B o f  th e  Ed uc . f o r  
H an dic ap ped  A ct.

9 ,9 8 8 .4 1

Group O p e ra t io n s , In c. O b li g a t io n  o f  fu n d s to  p e rf o rm  
so f tw a re  m a in te n a n c e  t a s k s .  
O E FM IS -T ra nsi ti on  HEW-100-  
79-0 10 0.

1 2 5 ,0 0 0 .0 0

$ 1 6 8 ,9 2 0 .4 1



ON-BOARD EMPLOYEES

Q u e s ti o n : What was  th e  t o t a l  nu mbe r o f  f u l l  ti m e  per m anen t 
em plo yee s on  b o ard  in  th e  o f f i c e s  now c o m p ris in g  th e  D epart m en t o f  
E d u c a ti o n  on  S ep te m ber  30 , 1978 ? On Sep te m ber  30 , 1979 ? 19 80 ? 
P ro je c te d  f o r  Sep te m ber  30 , 1980 ?

Ans wer : The fo l lo w in g  c h a r t  sh ow s em ploy m en t d a t a .

Q u e s ti o n : What was  th e  t o t a l  nu mbe r o f  a l l  o th e r  em plo yee s 
on  b o ard  in  th e  o f f i c e s  now co m p ris in g  th e  D epart m en t o f  E d u c a ti o n  
f o r  th o s e  sam e d a te s ?

P le a s e  p ro v id e  a br ea kd ow n w i th in  th o s e  t o t a l s  o f th e  nu m be rs  
by  b u re a u  o r  o f f i c e  co m p ris in g  th e  D epart m en t o f  E d u ca ti o n ?

A ns w er : Th e fo l lo w in g  c h a r t  show s em ploy m en t d a t a .

INCREASES IN FULL-TIME PERMANENT EMPLOYMENT

Q u e s ti o n : I f  th e r e  a r e  in c r e a s e s  in  e i t h e r  th e  f u l l - t i m e
per m anen t em ploy m en t nu m be rs  o r  th e  nu mbe r o f  a l l  o th e r  em p lo y ees , 
p le a s e  p ro v id e  an  e x p la n a t io n  f o r  th e  in c r e a s e .

Ans wer : Th e i n c r e a s e  in  f u l l - t i m e  per m anen t em ploy men t fr om  
19 78  to  1979  r e s u l t s  fr om  th e  f a c t  t h a t  C ongre ss  app ro v ed  a s u b s ta n ­
t i a l  i n c r e a s e  in  p o s i t i o n s  f o r  th e  O f f ic e  o f  C iv i l  R ig h ts  to  e l im in a te  
i t s  c a s e  b a c k lo g . The in c r e a s e  in  o th e r  th a n  f u l l - t i m e  per m anen t 
em ploy m en t f o r  t h i s  sam e p e r io d  r e s u l t e d  fr om  C o n g re s s io n a l a p p ro v a l 
to  u n d e r ta k e  an  in c r e a s e d  c o l l e c t i o n s  e f f o r t  on  d e f a u l t e d  s tu d e n t  
lo a n s  by  h i r i n g  p a r t - t im e  te rm  c o l l e c t o r s .  Th e i n c r e a s e  in  f u l l - t i m e  
per m an en t fr om  S ep te m ber  30 , 19 79 , to  F e b ru a ry  29 , 19 80, was  a 
r e s u l t  o f  f i l l i n g  v a n c a n c ie s  an d a  s l i g h t  i n f lu x  o f  new em plo yee s 
h i r e d  f o r  th e  D epart m en t o f  E d u c a ti o n . Th e e x p e c te d  i n c r e a s e  in  
f u l l - t i m e  p erm anen t em ploy m en t fr om  F e b ru a ry  29 , 19 80,  to
S ep te m ber  30 , 1980,  w i l l  be  a  r e s u l t  o f  th e  f a c t  t h a t  OMB h as ap p ro v ed  
an  in c r e a s e  in  o u r  em pl oy m en t c e i l i n g  fr om  93 p e rc e n t  to  95  p e rc e n t  
o f  a u th o r iz e d  p o s i t i o n s .  T h is  was  do ne  to  a ll o w  th e  S e c r e ta r y  some 
f l e x i b i l i t y  in  e s t a b l i s h i n g  th e  new D ep a rt m e n t.  How ev er , by  
S ep te m ber  30 , 1981, th e  D ep art m en t w i l l  lo s e  a t o t a l  o f  50 0 p o s i t i o n s ,  
88  f u l l - t i m e  per m anen t an d 41 2 f u l l - t i m e  e q u iv a le n t  p o s i t i o n s  fr om  
o th e r  th a n  f u l l - t i m e  p erm anen t p o s i t i o n s .  The e x p e c te d  i n c r e a s e  in  
o th e r  th a n  f u l l - t i m e  p erm anen t em pl oy m en t fr om  F e b ru a ry  29 , 19 80,  
to  Sep te m ber  30 , 1980, w i l l  be  th e  r e s u l t  o f  f i l l i n g  v a c a n t p a r t -  
ti m e te rm  c o l l e c t o r  p o s i t i o n s .
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SPECIAL ALLOWANCE RATE

Question: Congress has authorized the Department of Education 
to pay a Special Allowance in order to attract lenders to the 
Guaranteed Student Loan program. This special allowance is paid in 
addition to the 7 percent interest subsidy on loans for students 
while they are in school. The Special Allowance Rate is calculated 

4  at 3.5 percent below Treasury Bill rates.

In your original budget, you estimated the Special Allowance 
Rate for fiscal year 1980 at 7.63 percent, and for fiscal year 1981 
at 5.81 percent. In the recent budget, these figures were reestimated 
at 10 percent and 6.44 percent respectively.

Do you believe that the Treasury Bill rate will drop by 3.46 
percent in fiscal year 1981 and, if so, why?

Answer: We expect Treasury Bill rates to decrease substantially 
in 1981. The Administration's estimates for Treasury Bill rates 
reflect efforts to reduce inflation and thereby result in a decreased 
interest rate during fiscal year 1981. To encourage those reductions 
the Administration, with Congressional Darticination, is currently 
attempting to reduce Federal expenditures and thereby encourage the 
private and local sectors to do likewise.

Question: If Treasury Bill rates remain roughly where they are
now, how much will this increase the cost of the GSL program in fiscal 
year 1981?

Answer: Assuming a current fiscal year 1980 volume of $4.2 
billion and that the estimated average special allowance rate of 10 
percent will continue in fiscal year 1981, and assuming enactment 
of the Administration’s loan proposal, an additional $356 million 
would be required to support the phase-out costs of the Guaranteed 
Student Loan program.

ESAA NONPROFITS

Question: In your January budget the Department requested $15
£ million, the full authorization level, for Emergency School Aid Non­

profit Organizations. Now this request has been cut to $10 million. 
Why?

Answer: The revised request for 1981 seeks to increase funds 
for the Nonprofit Organization Grants program within existing fiscal 
constraints. The reduced request level is justified given that the 
NPO program provides support to organizations to supplement the basic 
desegregation activities being conducted by local educational agencies, 
but does not provide direct financial assistance to the districts 
themselves.

Question: The Department seems to fluctuate in its support for 
this program. What is your view of it?

Answer: We do not believe that the amended 1981 request reflects 
fluctuating support for the Nonprofit Organization Grants program. In 
fiscal year 1980, the Administration requested $15 million for this 
program and $5 million was appropriated. The revised fiscal year 
1981 request proposes to double funding for the program over the 
1980 level, reflecting our continuing belief in the importance of



NPO a c t i v i t i e s  in  f a c i l i t a t i n g  s u c c e s s f u l  d e s e g re g a t io n . At  t h i s  
r e v is e d  r e q u e s t  l e v e l ,  a p p ro x im a te ly  10 0 g r a n t s  wou ld  be aw ard ed , an  
i n c r e a s e  o f  50 o v e r  th e  nu mber a n t i c i p a t e d  i n  19 80 .

FOLLOW THROUGH

Q u e s ti o n : Th e F o ll ow  Thr ou gh  pro gra m  h a s  bee n  l e v e l  fu nded  a t  
$59 m i l l io n  s in c e  f i s c a l  y e a r  19 76 . D u ri n g  t h i s  ti m e , th e  co ns um er  
p r i c e  in d e x  h a s  r i s e n  ro u g h ly  33 p e r c e n t .  Now f o r  f i s c a l  y e a r  19 80  
an d 1981, th e  D ep art m en t i s  p ro p o s in g  to  c u t  th e  F o ll o w  Thr ou gh  
pro gra m  by  25 p e r c e n t ,  a $15  m i l l io n  c u t  e a c h  y e a r .

Why s h o u ld n ’ t  we j u s t  e l im in a te  fu n d in g  r a t h e r  th a n  s h a rp ly  
re d u c e  fu n d in g ?

Ans wer : F und in g  f o r  F o ll o w  T hro ugh sh o u ld  n o t  be  e l im in a te d .
I t s  p u rp o se s  re m ain  im p o rta n t to  th e  m is s io n  o f  th e  D epart m en t o f 
E d u c a ti o n . Th e r e d u c t io n  we hav e p ro p o sed  w i l l  n o t  a f f e c t  th e  
co m po ne nt  d e s ig n e d  to  d is s e m in a te  th e  r e s u l t s  o f  y e a r s  o f  pro gra m  
develo pm ent n o r th e  p la n s  f o r  p i l o t  e f f o r t s  to  p ro d u ce  new kn ow le dg e 
ab o u t p ro m o ti n g  b e t t e r  le a r n in g  amo ng yo un g d is a d v a n ta g e d  c h i ld r e n .
As f o r  th e  s i t e s  w her e th e  v a r io u s  e a r l i e r  m odel s w er e d e v e lo p e d , 
t h e i r  fu n d in g  i n  19 80  w i l l  be a t  a l e v e l  d e s ig n e d  to  m a in ta in  o p e r ­
a t i o n s  s in c e  f u r t h e r  dev el opm en t o f  th e  same m od el s i s  no  lo n g e r  
n e c e s s a ry . In  1981 , a lt h o u g h  th e r e  w i l l  be  a new c o m p e t i t io n , we 
e x p e c t m ost  o f  th e  c u r r e n t  s e r v i c e  s i t e s  to  c o n t in u e .

Q u e s ti o n : How ca n  we m a in ta in  an  e f f e c t i v e  pr og ra m  an d s t i l l  
re d u c e  fu n d in g  by  25 p e rc e n t  in  19 80  an d 1981 ?

Ans wer : P ro gra m  e f f e c t iv e n e s s  in  th e  s e r v i c e  s i t e s ,  w hic h  i s  
w her e th e  fu n d in g  r e d u c t io n s  w i l l  o c c u r , sh o u ld  n o t s u f f e r  i f  s t e p s  
a r e  ta k e n  by  th e  i n d iv id u a l  p r o j e c t  d i r e c t o r s  to  make th e  n e c e s s a ry  
a d ju s tm e n ts , in c lu d in g  i d e n t i f y i n g  o th e r  s o u rc e s  o f  fu n d in g  o r  
p e rh a p s  p la c in g  a g r e a t e r  r e l i a n c e  on  v o lu n t e e r s .  M ore over , s in c e  
th e  d e v e lo p m e n ta l p h a se  o f  th e s e  F o ll o w  T hro ug h p r o j e c t s  i s  lo n g  
p a s s e d , an y c o s t s  a s s o c ia te d  w it h  e x p e r im e n ta t io n  c o u ld  an d sh o u ld  
be e l im in a te d  o u t r i g h t  w it h  no  d im in u ti o n  o f  th e  e f f e c t iv e n e s s  o f 
s e r v i c e  com ponen ts . To be  s u r e ,  th e  p ro p o se d  r e s c i s s i o n  w i l l  f a c e  
a c lo s e  e x a m in a ti o n  o f  p r i o r i t i e s  a t  each  o p e r a t in g  s i t e .  We b e l i e v e  
su ch  a r e e x a m in a ti o n  an d a d ju s tm e n t i s  a p p r o p r ia te  a t  t h i s  ti m e , an d 
t h a t  th e  a v e ra g e  c o s t  p e r  c h i l d  a t  F o ll o w  T hro ugh  s i t e s ,  w hi ch  
p r e s e n t ly  i s  a s  much a s  $1 40  mor e p e r  c h i l d  th a n  th e  a v e ra g e  c o s t  
in  T i t l e  I  p r o j e c t s ,  c an  be  s c a le d  b ack .

Q u e s ti o n : C o u ld n 't  sc h o o l d i s t r i c t s  u se  T i t l e  I  an d o th e r  fu n d s 
to  c o n t in u e  th e  m ost  s u c c e s s f u l  se gm en ts  o f  t h e i r  F o ll ow  Thr ou gh 
pro gra m s?

A ns w er : P a r t  o f  th e  r e s p o n s i b i l i t y  o f  th e  i n d iv id u a l  p r o j e c t  
d i r e c t o r  w i l l  b e , in  f a c t ,  to  ma ke d e c i s io n s  ab o u t w her e to  t a r g e t  
fe w er d o l l a r s  an d w her e to  se e k  a d d i t i o n a l  d o l l a r s  from  o th e r  s o u rc e s  
i f  a  F o ll o w  T hro ug h g r a n t  aw ar d d o es n o t c o v e r  a l l  co m po nen ts  t h a t ,  
in  a d i r e c t o r ' s  ju d g m en t,  a r e  e s s e n t i a l  to  th e  p r o j e c t 's  s u c c e s s . 
F ra n k ly , n o t  a l l  p r o j e c t  s i t e s  a r e  e q u a l ly  s u c c e s s f u l .  For  t h i s  
r e a s o n , o v e r  th e  y e a r s  th e r e  h a s  been  some a t t r i t i o n .  Th e p ro p o se d  
r e s c i s s i o n  c o u ld  w e ll  r e s u l t  in  o th e r  p r o j e c t  s i t e s  d ro p p in g  o u t ,  
a lt h o u g h  we do n o t e x p e c t a l a r g e  nu mbe r to  do  so .



CONCENTRATION GRANTS

Question: The Administration is proposing to rescind $50
million from the Concentration grant program in fiscal year 1980 for 
a new level of $150 million and it also plans to maintain this level 
in fiscal year 1981.

The Concentration grants are designed to aid poor urban areas 
which have high concentrations of disadvantaged youth. Many large 
cities are hard hit by both a declining tax base and by the escala­
tion of all costs, due to inflation. Furthermore, the overall 
impact of the President’s budget revision is to reduce Federal aid 
to already hard-pressed cities.

Is this cut based on any negative assessment of the 
Concentration grant program? If so, please explain.

Answer: The proposed reductions in Concentration grants do not 
stem from a negative assessment of this funding mechanism. Instead 
they reflect a decision to delay, in a time of fiscal restraint, 
full implementation of this initiative. As you know, the
Administration’s original proposal for Concentration grants 
included funding at $400 million. The Department's subsequent 
budget policy has been to move towards this total over several years. 
The proposed reductions would, in effect, stretch out this process.

There are also some indications that, because local school 
districts did not receive fiscal year 1979 Concentration grants until 
July 1979, they were unable to spend all of these funds during the 
1979-80 school year. These unspent funds would mitigate the negative 
impact of a reduction in fiscal year 1980 Concentration grant funds.

Question: Where do you stand on the view that cities have 
special needs and particularly difficult educational problems which 
Concentration grants can help them deal with?

Answer: We know that cities with high concentrations of 
children from low-income families have special needs since there is 
a correlation between poverty and educational deprivation. We feel 
that the additional financial assistance, available from the 
Concentration grants, will help the cities to cope with these special 
problems by providing supplementary educational services for a 
greater number of the children from low-income families.

INCENTIVE GRANTS

Question: Last year, the Congress appropriated $15 million to 
start the new Title I State Incentive grant program. The program 
encourages States to enact their own Title I programs by matching 
two State dollars with one Federal dollar. You propose to rescind 
all $15 million in 1980. Why do you propose to rescind funds for 
this program?

Answer: The Incentive provision was enacted as part of the 
Education Amendments of 1978 and has not been funded to date. From 
the information currently available, it appears that fewer than 10 
States would qualify for Incentive grants in fiscal year 1980. Some 
States have experienced difficulty in compiling the data required to 
demonstrate eligibility; others have encountered problems meeting all 
the eligibility requirements. A rescission of the fiscal year 1980 
appropriation will provide the Department of Education with sufficient



ti m e to  p ro p o se  ch anges in  th e  s t a t u t e  to  c l a r i f y  e l i g i b i l i t y ,  an d 
S ta te s  w it h  a d d i t i o n a l  ti m e  to  e s t a b l i s h  o r  r e v i s e  p ro gra m s in  o rd e r  
to  q u a l i f y  f o r  I n c e n t iv e  g r a n t s .

Q u e s ti o n : Wh at la n g u a g e  wou ld  be  r e q u i r e d  to  e n s u re  t h a t  S t a t e s  
l i k e  W as hin gto n an d F lo r id a  wo uld be  e l i g i b l e  f o r  fu nds?

Ans wer : No l e g i s l a t i v e  ch anges w ou ld  be r e q u i r e d  to  make 
W as hin gto n e l i g i b l e  f o r  f i s c a l  y e a r  19 81  I n c e n t iv e  g r a n t  fu n d s . The 
s t a t u t e  p r o v id e s , how ev er , t h a t  a S t a t e ’ s  s h a re  o f  I n c e n t iv e  g ra n t  
fu n d s be  b ased  on  t he  am ou nt  o f  S ta te  fu n d s  ex pen ded  on  com pensa to ry  
e d u c a ti o n  i n  th e  m os t r e c e n t  f i s c a l  y e a r  f o r  w hi ch  d a ta  a r e  a v a i l a b l e .  
The  S t a t e  o f  W ash in g to n ’ s  com p en sa to ry  e d u c a t io n  p ro gra m  i s  in  i t s  
f i r s t  y e a r  an d e x p e n d i tu r e  d a ta  a r e  n o t  y e t  a v a i l a b l e .  T h is  a lo n e  
wou ld  p ro b a b ly  d i s q u a l i f y  W as hin gto n f o r  f i s c a l  y e a r  19 80  In c e n t iv e  
g r a n t  fu n d s .

F lo r id a  w ou ld , m os t l i k e l y ,  be  e l i g i b l e  i f  th e  re q u ir e m e n t 
c o n ta in e d  in  S e c t io n  1 1 6 ( a ) ( 2 ) (B ) , t h a t  e ach  sc h o o l d i s t r i c t  m us t 
sp end  50  p e r c e n t  o f  i t s  S ta te  co m pensato ry  e d u c a t io n  fu n d s in  
T i t l e  I - e l i g i b l e  a tt e n d a n c e  a r e a s ,  w er e chan ged  to  r e q u i r e  t h a t  50 
p e r c e n t  o f  th e  co m p en sa to ry  e d u c a ti o n  fu n d s  f o r  th e  S t a t e  a s  a  who le  
be  ex pen ded  in  T i t l e  I - e l i g i b l e  a tt e n d a n c e  a r e a s .  D uri ng  sc h o o l y e a r  
1 9 78-7 9 , se ven  d i s t r i c t s  in  F lo r id a  d id  n o t  sp end 50 p e rc e n t  o f  t h e i r  
S ta te  co m p en sa to ry  e d u c a t io n  fu n d s  in  th e  a p p r o p r ia te  a r e a s .

Q u e s ti o n : In  f i s c a l  y e a r  19 80, yo u a r e  s u g g e s t in g  a  r e s c i s s i o n  
o f  $15  m i l l io n  f o r  T i t l e  I  S ta te  I n c e n t iv e  g r a n t s ,  b u t yo u a r e  n o t  
p ro p o s in g  a r e d u c t io n  in  th e  $17  m i l l io n  r e q u e s t  f o r  f i s c a l  y e a r  
19 81 .

T h is  i s  a p ro gra m  w hic h  w ou ld  p ro v id e  F e d e ra l d o l l a r s  to  S t a t e s  
t h a t  ru n  co m pensato ry  e d u c a t io n  p ro g ra m s. No more th a n  16 S ta te s  
o p e ra te  com pen sa to ry  e d u c a t io n  p ro gra m s w hic h  m ig h t q u a l i f y  f o r  
I n c e n t iv e  g r a n t s ,  an d to  d a te  o n ly  two S t a t e s ,  Ohi o an d U ta h , hav e 
su b m it te d  d a ta  w hic h e s t a b l i s h  t h a t  th e y  a r e  e l i g i b l e .  The 
D ep ar tm en t o f  E d u c a ti o n  e s t im a te s  t h a t  be yo nd  Ohio an d U ta h o n ly  
e ig h t  more S t a t e s  m ig h t q u a l i f y  f o r  th e s e  g r a n t s  in  f i s c a l  y e a r  19 81 .

At a ti m e  when th e  S ta te s  a r e  t e l l i n g  th e  F e d e ra l gov er nm en t 
to  b a la n c e  th e  b u d g e t,  why sh o u ld  we p ro v id e  money  to  h e lp  pay  f o r  
p ro gra m s t h a t  S t a t e s  a r e  a l r e a d y  o p e r a t in g  w ith o u t F e d e ra l h e lp ?

Ans wer : The r a t i o n a l e  b eh in d  I n c e n t iv e  g r a n t s  i s  t h a t ,  by  
p ro v id in g  a d d i t i o n a l  T i t l e  I  fu n d s to  S t a t e s  w hi ch  o p e r a te  co m pe ns a­
to r y  e d u c a t io n  p ro g ra m s, th e  F e d e ra l go ver nm en t w i l l  p ro v id e  an  
i n c e n t iv e  f o r  S ta te s  to  ex pan d o r  e s t a b l i s h  su ch  p ro g ra m s. In  f i s c a l  
y e a r  198 0,  i t  a p p e a rs  t h a t  a l l  th e  S t a t e s  e l i g i b l e  f o r  I n c e n t iv e  
g r a n t s  ha d com p en sa to ry  e d u c a t io n  p ro g ra m s b e fo re  en ac tm en t o f  th e  
In c e n t iv e  p r o v i s io n .  S in ce  th e  E d u c a ti o n  Am end ments  o f  19 78  w er e 
p a s se d , th e  S t a t e  o f  W as hin gto n h as e s t a b l i s h e d  a com p en sa to ry  e d u c a ­
t io n  p ro gra m  w hic h w i l l  p ro b a b ly  q u a l i f y  f o r  I n c e n t iv e  g r a n t s  in  198 1 
Once th e  In c e n t iv e  g r a n t s  a r e  fu n d ed , t h e r e  i a e v e ry  ch ance  t h a t  
o th e r  S t a t e s  w i l l  fo l lo w  W ash in g to n ’ s le a d  an d t h a t  S ta te s  w it h  
e x i s t i n g  p ro g ra m s w i l l  e n la rg e  th em .

Q u e s ti o n : The  a u th o r iz in g  l e g i s l a t i o n  t h a t  s e t  up th e  S ta te  
I n c e n t iv e  g r a n t  pro gra m  h as  a " h o ld  h a rm le s s "  p r o v i s io n  w hi ch  wou ld  
b a s i c a l l y  in s u r e  t h a t  th e  f i r s t  s i x ,  o r  e i g h t ,  S t a t e s  t h a t  q u a l i f y  
f o r  th e s e  g r a n t s  wou ld  be  g u a ra n te e d  th e  sam e am ou nt  o f  money  y e a r
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a f t e r  y e a r ,  to  th e  e x c lu s io n  o f  an y new  S ta t e  t h a t  d e c id e d  a t  a l a t e r  
d a te  t h a t  i t  w an te d to  p a r t i c i p a t e  in  t h i s  p ro g ra m . Why sh o u ld  th e  
F e d e ra l gover nm en t s e t  up a g r a n t  p ro g ra m  w hic h  w i l l  a id  o n ly  a  few 
S t a t e s ,  an d e f f e c t i v e l y  b a r  a l l  o th e r  S t a t e s  fr om  p a r t i c i p a t i n g  in  
i t ?

Ans wer : The  "h o ld  h a rm le ss "  p r o v i s io n  f o r  T i t l e  I  I n c e n t iv e  
g r a n t s  e n s u re s  t h a t  S t a t e s  w hi ch  a t  l e a s t  m a in ta in  t h e i r  sp e n d in g  on 
com pensa to ry  e d u c a t io n  w i l l  n o t  s u f f e r  a r e d u c t io n  in  fu n d s s im p ly  
b e cau se  a d d i t i o n a l  S t a t e s  bec om e e l i g i b l e .  The S t a t e s  p r o t e c t e d  by  
th e  " h o ld  h a rm le s s "  p r o v is io n  an d t h e i r  l o c a l  sc h o o l d i s t r i c t s  a r e  
th u s  b e t t e r  a b le  to  p la n  an d o p e r a te  e f f e c t i v e  p ro g ra m s. I t  may be  
t h a t  th e  p r e s e n t  100 p e rc e n t  "h o ld  h a rm le ss "  i s  u n n e c e s s a r i ly  
p r o t e c t i v e  an d ma y, un d er some c i r c u m s ta n c e s , c r e a t e  a d i s i n c e n t i v e  
f o r  S ta te s  to  e s t a b l i s h  new  p ro g ra m s. The  D ep art m en t,  t h e r e f o r e ,  h as 
u n d e r s tu d y  p ro p o s a ls  to  re d u c e  o r  o th e rw is e  amend  th e  " h o ld  
h a rm le ss "  p r o v i s io n .

SUPPORT AND INNOVATION GRANTS

Q u e s ti o n : In  f i s c a l  y e a r  1980, $197 .5  m i l l io n  was a p p r o p r ia te d
f o r  T i t l e  IV -C , S u p p o rt  an d In n o v a t io n . No fu n d s  w er e a p p r o p r ia te d  
f o r  T i t l e  V-B, S tre n g th e n in g  S t a t e  D ep art m en ts  o f  E d u c a ti o n . Fu nd s 
f o r  t h i s  a c t i v i t y  w i l l  come fr om  th e  IV -C  a p p r o p r i a t i o n  in  f i s c a l  
y e a r  19 80 .

The  r e v i s e d  b u d g e t p ro p o se s  to  r e s c in d  $55 m i l l io n  fr om  th e  
19 80  a p p r o p r ia t io n  f o r  S u p p o rt  an d I n n o v a t io n . The  19 81  r e q u e s t  
re d u c e s  IV-C by $96 .4  m i l l io n  an d V-B by  $5 m i l l io n .

What im p ac t wou ld  t h i s  r e d u c t io n  hav e up on  th e  co m po nen ts  
c o n s o l id a te d  un d er T i t l e  IV?

Ans wer : The E d u c a ti o n  Am end ments  o f  19 78  r e v i s e d  th e  p u rp o se s  
o f  T i t l e  IV -C o f  th e  E le m en ta ry  an d S econdary  E d u c a ti o n  A ct  so  t h a t  
non e o f  th e  co m ponen ts  o r i g i n a l l y  c o n s o l id a te d  und er T i t l e  IV-C 
re m ain  a s  i d e n t i f i a b l e  e n t i t i e s .

The  $ 9 6 ,4 0 0 ,0 0 0  re m a in in g  f o r  T i t l e  IV-C p u rp o se s  in  f i s c a l  
y e a r  19 80  w i l l  s u p p o r t  ro u g h ly  5 ,0 0 0  l o c a l  s c h o o l d i s t r i c t  p r o j e c t s ;  
th e  $ 5 0 ,0 0 0 ,0 0 0  re m a in in g  f o r  f i s c a l  y e a r  19 81  w i l l  fu nd a p p ro x im a te ly  
2 ,5 0 0 .

Q u e s ti o n : W il l ch anges in  a u th o r iz in g  l e g i s l a t i o n  be  r e q u i r e d  
>  to  c a r r y  o u t t h i s  r e d u c t io n ?

A ns w er : The D ep ar tm en t h a s  p ro p o se d  a p p r o p r i a t i o n  la n g u a g e
w hic h wou ld  o v e r r id e  th e  " t r i g g e r "  p r o v i s io n  c o n ta in e d  in  
S e c ti o n  4 0 2 (b )(2 )(A )  an d w hi ch  w i l l  e n s u re  t h a t  th e  r e d u c t io n s  hav e 
th e  in te n d e d  e f f e c t  on  th e  fu n d s  a v a i l a b l e  f o r  th e  p u rp o se s  o f  
T i t l e  IV -C an d f o r  th e  p u rp o se s  o f  T i t l e  V-B.

Q u e s ti o n : Why i s  th e  D ep ar tm en t once  a g a in  re co m m en di ng  
t e r m in a t io n  o f  th e  "h o ld  h a rm le ss "  p r o v is io n ?

64-130 0 - 8 0 - 1 0



150

Ans wer : The  D ep art m en t’ s  p ro p o se d  d e l e t i o n  o f  th e  " h o ld
h a rm le ss "  fu n d s i s  based  on th e  b e l i e f  t h a t  s u f f i c i e n t  ti m e has 
e la p s e d  f o r  S t a t e s  to  a d ju s t  to  an y r e d u c t io n  in  fu n d s  c au sed  by  th e  
c o n s o l id a t io n  o f  s e v e r a l  p ro gra m s u n d e r T i t l e  IV , P a r t  C. In  g e n e r a l , 
i t  wou ld  be  p r e f e r a b l e  to  d i s t r i b u t e  IV-C fu n d s a c c o rd in g  to  th e  
fo rm u la , t h a t  i s ,  a c c o rd in g  to  th e  d i s t r i b u t i o n  o f  c h i l d r e n  ag ed  5 
to  17 , r a t h e r  th a n  t i e  an y p a r t  o f  t h i s  y e a r ’ s d i s t r i b u t i o n  to  th e  
19 73  d i s t r i b u t i o n .

Q u e s ti o n : Wh ich S ta te s  w i l l  s u f f e r  th e  g r e a t e s t  l o s s e s  u n d er 
y our p ro p o s a l?  P le a s e  in c lu d e  a S ta te  t a b l e  in  th e  r e c o rd .

J
Ans wer . From f i s c a l  y e a r  19 80  fu n d s , s i x  S ta te s  ( C a l i f o r n i a ,

I l l i n o i s ,  M ic h ig an , New Y or k,  O hi o, P e n n sy lv a n ia  an d T exas)  w i l l  
lo s e  a t  l e a s t  $2 m i l l io n  e a c h . C a l i f o r n ia  an d New Yor k w i l l  lo s e  
o v e r  $4 m i l l io n  ea c h .

From  f i s c a l  y e a r  1981  fu n d s , e ach  o f  th e  sam e s i x  S t a t e s  w i l l  
lo s e  a t  l e a s t  $4 m i l l io n .  C a l i f o r n ia  w i l l  lo s e  o v e r $9  m i l l io n  an d 
New Yo rk  n e a r ly  $8 m i l l io n .

Q u e s ti o n : Yo ur J a n u a ry  b udget j u s t i f i c a t i o n  s t a t e s  t h a t  $51  
m i l l io n  i s  th e  minimum n e c e s s a ry  to  fu nd T i t l e  V-B u n d er a s e p a ra te  
a u t h o r i z a t i o n .  Does th e  $46 m i l l io n  reco mmended f o r  V-B in  your 
r e v i s e d  b u d g e t mean t h a t  yo u p la n  to  fu nd  V-B th ro u g h  IV-C a s  h as  
bee n do ne  in  th e  p a s t?

Ans wer : D e s p it e  th e  p ro p o se d  r e d u c t io n  to  $46 m i l l io n ,  th e
D e p a r tm e n t' s  i n t e n t i o n  c o n t in u e s  to  be  t h a t  T i t l e  V-B be  fu nded  a s  a 
s e p a r a te  a p p r o p r ia t io n .

Q u e s ti o n : I f  s o , how w i l l  t h i s  me sh  w it h  P u b l ic  Law 96 -4 6
w hic h g u a ra n te e s  to  th e  S ta te s  an  am ou nt  e q u a l to  wha t th e y  re c e iv e d  
in  f i s c a l  y e a r  19 73 ?

Ans wer : The D ep a rt m en t’ s p ro p o se d  a p p r o p r ia t io n  la n g u a g e , to  
a p p r o p r ia te  o n ly  $46 m i l l io n  f o r  T i t l e  V-B , w ou ld , i f  e n a c te d , o v e r ­
r i d e  th e  p r o v i s io n s  o f  S e c ti o n  5 2 4 (a )  a s  am ended in  P u b l ic  Law 96-4 6 .

Q u e s ti o n : I s  i t  n o t l i k e l y  t h a t  th e  r e c o n s o l id a t i o n  o f  IV-C (X
an d V-B , co m bi ne d w it h  th e  h o ld  h a rm le ss  in  P .L . 9 6 -4 6 , w i l l  r e s u l t  
in  th e  sam e p ro b le m s w it h  T i t l e  IV-C fu n d in g  t h a t  th e  s m a ll e r  S ta te s  
now f a c e  in  d e a l in g  w it h  th e  r e s c i s s i o n  f o r  f i s c a l  y e a r  19 80,  nam el y ;
t h a t  th e y  en d up  in  th e  m in us co lumn f o r  IV-C fu n d in g ?  I f  t h i s  a
s c e n a r io  i s  c o r r e c t ,  do  yo u ha ve  an y  s u g g e s t io n s  f o r  a v o id in g  th e  
fu n d in g  p ro b le m  f o r  sm a ll  S t a t e s  in  f i s c a l  y e a r  19 81 .

Ans wer : S in ce  th e  D e p a r tm e n t' s  p ro p o s a l  f o r  f i s c a l  y e a r  1981 
i s  t h a t  T i t l e  V-B be  fu nded  a s  a s e p a r a te  a p p r o p r ia t io n  a t  $ 4 6 ,0 0 0 ,0 0 0 , 
e v e ry  S ta te  w i l l  r e c e iv e  an  am ou nt  f o r  T i t l e  IV -C an d an  am ou nt  f o r  
T i t l e  V-B.

A lt h o u g h , in  f i s c a l  y e a r  19 80 , some  S t a t e s  wou ld  r e c e iv e  t o t a l  
am ounts  f o r  S u p p o rt  an d In n o v a ti o n  w hic h  a r e  s m a ll e r  th a n  th e  am ou nt  
th e y  may sp end  f o r  th e  p u rp o se s  o f  T i t l e  V-B , th e y  a re  f r e e  to  sp en d 
th e  fu n d s  re c e iv e d  f o r  th e  p u rp o se s  o f  e i t h e r  T i t l e  IV-C o r  
T i t l e  V-B. Th e s t a t u t e  does n o t ,  in  f a c t ,  r e q u i r e  t h a t  th e y  sp en d 
an y mo ney  f o r  th e  p u rp o se s  o f  T i t l e  V-B; i t  m e re ly  p e rm its  th em  to  
sp end  a  s p e c i f i e d  am ount.
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Elemen tary  and Secondary Educa tion 

T it le  IV, Par t C, Support  and Inno va tio n Gra nts
— — — Jggg j-ggg----------------------------------------

S ta te  or  Pre se nt ly  Rev ised  Proposed
Ou tly ing Area___________ Av ai lable_____________ Es tim ate ______________ Re sc issio n

TO TA L$ 1 9 7 , 4 0 0 , 0 0 0 ^ / $ 1 4 2 , 4 0 0 , OOpl./$55,0 00,000

Alabama $ 3,284,33 9
Alaska 792,756
Arizona 2,06 1,365
Arkansas 1,842,153
C al if orn ia 17,986 ,952

Colorado 2,2 69, 040
Connect icu t 2,6 48, 139
Delaware 932,954
Fl or ida 6,46 4,842
Georgia 4,5 38, 080

Hawaii 1,0 81, 713
Idaho 1,0 65 ,58 8
I l li n o is 9,700,883
Indiana 4,738,064
towa 2,5 17, 264

Kansas 1,99 2,831
Kentucky 3,01 1,285
Lo uis ian a 3,738,148
Maine 1,226,210
Maryland 3,662,686

Ma ssa chu set ts 4,89 5,815
Michigan 8,318,820
Minnesota 3,578,864
M is si ss ip pi 2,2 95, 961
Missouri 4,00 7,766

Montana 1,045,14 1
Nebraska 1,526,43 7
Nevada 905,871
Sew Hampshire 1,051,532
New Je rsey 6,279,379

new Mexico 1,311,038
(few York 14,9 84,4 95
North Carol ina 4,761,13 8
fo rt h  Dakota 983,494
hio 9,347,997

( klahoma 2,3 07, 498
regon 1,972,91 1

£ enn sy lvan ia 9,715,480
fhode Is la nd 1,14 4,397
South  Ca ro lin a 2,622,85 7

$ 2,4 61 ,52 6 $ 822,813
305,529 487,227

1,5 44 ,93 9 516,426
1,380,64 5 461,508

13,48 0,7 48 4,5 06 ,20 4

1,700,58 6 568,454
1,9 36 ,93 9 711,200

374,706 558,248
4,8 45 ,22 9 1,6 19 ,61 3
3,401,171 1,1 36 ,90 9

579,352 502,361
585,117 480,471

7,2 14, 519 2,486, 364
3,551,054 1,1 87, 010
1,8 56 ,23 3 661,031

1,4 09 ,46 8 583,363
2,2 56 ,88 0 754,405
2,8 01 ,64 3 936,505

714,823 511,387
2,6 86 ,34 9 976,337

3,5 74, 113 1,32 1,702
6,1 88 ,40 3 2,1 30 ,41 7
2,6 34 ,46 7 944,397
1,7 20, 762 575,199
2,9 94 ,76 1 1,013,005

513,058 532,083
991,528 534,909
432,352 473,519
564,941 486,591

4,6 11 ,75 8 1,667, 621

858,940 452,098
10,94 4,2 79 4,0 40, 216

3,5 68 ,34 8 1,1 92 ,79 0
426,587 556,907

6,9 49, 344 2,3 98 ,65 3

1,729,40 9 578,089
1,478,645 494,266
7,151,10 8 2,56 4,372

579,352 565,045
1,9 65, 762 657,095

I
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1980 1980
Sta te  or Pre se nt ly Rev ised Prop osed
Ou tly ing  Area Av ail ab le Es tim ate Re sc issio n

South Dakota $ 1,0 15, 819 $ 446,764 $ 569,055
Tennessee 3,65 7,385 2,7 41 ,11 3 916,272
Texas 11,445 ,192 8,577,87 1 2,8 67, 321
Jtah 1,3 41, 610 933,881 407,729
Vermont 862,177 322,323 539,354

Vi rg inia 4,349,635 3,259,937 1,0 89, 698
Washington 3,149,735 2,3 60, 644 789,091
Je st  V irgi ni a 1,686,586 1,158,704 527,882
Wisconsin 4,1 53 ,27 3 3,06 1,054 1,092,219
Wyoming 798,631 270,940 527,691

d is tr ic t of Columbia 1,000,667 389,117 611,550

American Samoa 206,190 100,534 105,656
Guam 400,005 299,793 100,212
’uerto Rico 3,338,181 2,5 01 ,87 8 836,303
Tr us t T er ri to ry 408,086 302,830 105,256
Virg in Is la nd s 376,534 279,920 96,614
Worthern Marianas 59,40 1 44,519 14,892

SIA 538,710 382,305 156,405

L/ Est imated d is tr ib u ti o n  wi th one pe rc en t of  the  50 S ta te s,  D.C. and Pu er to  Rico 
amount re se rv ed  fo r the Ou tly ing Areas and BIA, and the ba lan ce d is tr ib u te d  on 
the  bas is  of the  5-17 po pu la tio n 7/ 1/ 78 . D is tr ib u ti on  a t the $197,400,000  le vel 
inclu de d an amount of  $7, 400 ,000 to  br in g each Sta te  up to  th e ir  p ri o r ye ar  
le v e l.  The $142,40 0,000 le vel has no "ho ld harm less" pr ov is io n.
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Elemen tary  and Secondary Edu cat ion  
T it le  IV, Par t C, Improv ing Local Ed ucati on al P ra c ti ce  and 
T it le  V, Par t B, St reng then ing S ta te  Ed uc at iona l Management

Sta te  or  
Outly ing  Area

To ta l Revised 
Sta te

A lloc at io n 
1980 Advance 

fo r 1981

Estimated  Revised  1981 Advance fo r 1982

To tal

Improvin g
Local Ed uc ati on al 

P ra c ti ce  IV-C

St reng then ing
Sta te

Ed uc at iona l j 
Management V-B

TOTAL $142,400,000? / $96 ,00 0,0 00?/ $50,0 00 ,00 0?/ $46 ,000,000* /

klabama $ 2,46 1,526 $ 1,68 9,185 $ 864,300 $ 824,885
Alaska 305,529 506,552 107,278 399,274
Arizona 1,54 4,939 1,15 0,488 542,465 608,023
Arkansas 1,380,645 1,108,012 484,777 623,235
C al if or nia 13,480,748 7,80 2,506 4,7 33 ,40 8 3,069, 098

Colorado 1,700,586 1,268,844 597,116 671,728
Connect icu t 1,93 6,939 1,42 6,514 680,105 746,409
Delaware 374,706 562,321 131 ,568 430,753Flo rida 4,845,22 9 2,908,493 1,7 01 ,27 4 1,207, 219Georg ia 3,401,1-71 2,188,127 1,1 94 ,23 2 993,895

Hawaii 579,352 662,656 203,424 459,232
Idaho 585,117 663,991 205 ,448 458,543
I l li n o is 7,21 4,519 4,29 3,248 2,5 33 ,18 8 1,7 60, 060
Ind ian a 3,55 1,054 2,31 9,316 1,2 46 ,85 9 1,072, 457
Iowa 1,8 56, 233 1,39 1,759 651 ,767 739,992

Kansas 1,409,46 8 1,149,851 494,898 654,953
Kentucky 2,2 56, 880 1,569,787 792,444 777,343
Louis iana 2,801,64 3 1,83 1,408 983,723 847,685Maine 714,823 746,389 250,991 495,398
Maryland 2,686,34 9 1,83 3,208 943,241 889,967

Ma ssachu set ts 3,574,113 2,3 10, 209 1,254,9 55 1,055,254
Michigan 6,1 88 ,40 3 3,79 1,060 2,172,8 94 1,61 8,166
Minnesota 2,6 34, 467 1,814,093 925,023 889,070
M is si ss ip pi 1,72 0,762 1,26 8,766 604,200 664,566
Mis souri 2,9 94 ,76 1 2,019,596 1,0 51 ,53 1 968,065

Montana 513,058 635,542 180,147 455,395Nebraska 991,528 896,349 348,149 548,200Nevada 432,352 578,549 151,809 426,740New Hampshire 564,941 646,392 198,364 448,028
New Je rs ey 4,6 11 ,75 8 2,86 2,041 1,6 19 ,29 7 1,2 42, 744

New Mexico 858,940 814,949 301,594 513,355New York 10,944 ,279 6,31 8,464 3,84 2,795 2,4 75, 669
North Ca ro lin a 3,56 8,348 2,303,878 1,252,9 31 1,050,947North Dakota 426,587 589,115 149,785 439,330
Ohio 6,94 9,344 4,2 20, 710 2,4 40 ,07 8 1,78 0,632

Oklahoma 1,729,409 1,32 4,579 607,236 717,343Oregon 1,478,645 1,15 4,494 519,187 635,307Pen nsy lva nia 7,15 1,108 4,289,47 7 2,5 10 ,92 3 1,77 8,554
Rhode Is land 579,352 670,889 203,424 467,465South Ca ro lin a 1,96 5,762 1,4 13, 520 690,225 723,295
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St ate or
Ju tlyi ng Area

To ta l Revised 
Sta te

A lloc at io n
1980 Advance 

fo r 1981

Es tim ate d Revised 1981 Advance fo r 1982

To ta l

Impro ving
Local Ed ucati on al 

P ra ct ic e IV-C

St reng then ing
St at e

Ed ucati on al 
Management V-B

South Dakota $ 446,764 $ 606,601 $ 156,869 $ 449,732
Tennessee 2,7 41, 113 1,8 44 ,74 3 962,470 882,273
Texas 8,577,87 1 5,0 02 ,87 9 3,0 11, 893 1,990, 986
Utah 933,881 853,109 327,908 525,201
Vermont 322,823 527 ,379 113,351 414,028

V irgi ni a 3,259,937 2,130,542 1,14 4,641 985,901
Washington 2,360,644 1,6 58, 767 828,878 829,889
West V irgi ni a 1,158,704 995,200 406,848 588,352
'Wisconsin 3,061,054 2,0 14 ,42 8 1,0 74, 808 939,620
Wyoming 270,940 498,533 95,134 403,399

D is tr ic t of  Columbia 389,117 578,971 136,628 442,343
Pu er to  Rico 2,501,87 8 1,4 35 ,69 3 878,469 557,224

American Samoa 100,534 118,977 35,300 83,677
No rth ern  Marianas 44,51 9 26,69 5 15,632 11,063
Guam 299,793 199,952 105,265 94,687
Vi rg in Is la nd s 279,920 184,727 98,28 7 86,44 0
Tr us t T er ri to ry 302,830 193,241 106,330 86,911

BIA 382,305 134,236 134,236 —

1/ Es tim ate d d is tr ib u ti o n  of  $142,40 0,000 wi th  one pe rc en t ($1 ,40 9,9 01) of  the 50 
S ta te s,  D. C. and Puer to  Rico amount re se rv ed  fo r the ar ea s and BIA, and the  
ba lan ce  d is tr ib u te d  on the  bas is  of  th e 5-17  po pu la tion,  7/1/78 .

2/  Sum of  d is tr ib u ti o n s  fo r 1981 ap pr opri at io n  of  T it le  IV-C, Improving Local
Ed uc at iona l P ra c ti ce , and T it le  V-B, Stre ng then ing S ta te  Ed uc ati on al Management.

3/ D is tr ib u ti on  of  $50,000 ,000 wi th one pe rc en t ($495,050 ) of  the 50 S ta te s,  D.C.
and Pu er to  Rico amount re se rv ed  fo r the ar ea s and BIA, and the ba lan ce  d is tr ib u te d  
on the basi s of  th e 5-17 po pu la tio n 7/1/78  fo r 50 S ta te s and D.C. 7/1/76  fo r 
Pu er to  Ric o, and the to ta l pu bl ic  and nonp ub lic  ele me ntary and second ary
en ro llm en t, Fal l 1978 fo r the ar ea s.

4 / D is tr ib u ti on  acco rd ing to  the pr ov is io ns  of  P.L.  89- 10,  T it le  V, Par t B, as 
amended by P.L . 96-46.  S ta tu to ry  al lo tm en t to  S ta te s of  $50,850 ,000 (equ al  to  
f is c a l  ye ar  1973 al lo ca ti on ) ra ta b ly  reduced to  $46 ,00 0,0 00.

<
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TELECOMMUNICATIONS DEMONSTRATIONS

Question: In the Department of Education budget, under School 
Improvement, there are many small categorical programs designed to 
emphasize a particular field of study or approach to learning. Of all 
of these, you have targeted for elimination the Telecommunications 
Demonstration program.

4
Why this program?

Your justification indicates that this program has a low priority 
f  because it is "not targeted specifically on the disadvantaged." Do

you administer other school improvement programs that also are not 
targeted on the disadvantaged, but are not proposed for elimination?
If so, what are these and how do you rationalize such an inconsistency?

Answer: The original intent of the program— to demonstrate the 
potential of non-broadcast telecommunications technology in the 
delivery of human services— for the most part has been fulfilled.
Many applications of technology developed through this program have 
been adopted by agencies and organizations at all levels, including 
the U.S. Public Health Service and the Federal Communications Commis­
sion. As a result of this program and others like it, today we accept 
full the uses of non-broadcast telecommunications technology in 
the delivery of health, social, and educational services. While many 
applications of this technology remain undeveloped, in times of budget 
austerity we must look at the intent and accomplishments of all 
programs. Although this program is a worthy one, it is not specifically 
targeted on the disadvantaged or on education.

Furthermore, there are other sources of support for further 
development of telecommunications technology. These sources include 
public and private facilities, programs supported by other Federal 
funds, and programs supported by the health and medical professions.
For these reasons, we have proposed the elimination of the program.

Other school improvement programs are not proposed for elimination 
because, while they too are not all specifically targeted on the 
disadvantaged, they are more directly related to education and have 

. more general applicability to the improvement of school curricula and
practices than the telecommunications demonstrations program.

VOCATIONAL EDUCATION

Question: As you know, there is a set-aside for services to 
the disadvantaged under Section 102(a), Subparts 2 and 3, Basic State 
Grants, and Program Improvement. These Federal monies must be matched 
dollar for dollar by the State.

I understand, however, that current regulations make it difficult 
for the States to use these Federal monies and that several million 
is carried over each year because of this. In 1978-79, for instance,
I think roughly one-sixth of the money appropriated for the set-aside 
was not used.

As I understand it, the regulations say that this set-aside money 
cannot be used to operate programs for the disadvantaged, but only 
for costs of programs for the disadvantaged that are over and above 
the cost of regular programs.



Several States feel they could more effectively utilize this 
money if they were allowed to use it (and their matching) for the 
full cost of programs for the disadvantaged rather than for the excess 
costs only. Since this money is targeted at much the same population 
as the Youth Training Act which has been discussed. I would appreciate 
having your comments on this idea.

Answer: Funds distributed to States and Outlying Areas under 
the Vocational Education Act may be "carried over" and used in the 
subsequent fiscal year according to the Federal-State operations 
provision of the "Tydings Amendment." Twenty percent, or one-fifth, 
of the total Federal Vocational Education funds distributed to States 
in fiscal year 1978 were carried over into fiscal year 1979. The 
funds not used under the services for disadvantaged students set-aside 
1978-79 were thus carried over to 1979-80 and subsequently are used, 
or will be used, during this year. Only under rare and special 
circumstances do any Federal Vocational Education funds distributed 
to States actually lapse and return to the Treasury unused.

The current regulations which require the use of set-aside funds 
for costs above the cost of the regular program comply with strict 
congressional intent in the Vocational Education Act, its legislative 
history and in a separate message from the chairmen and ranking 
minority members of the Senate and House authorizing committees.

We have been informed that some States have problems matching 
these set-aside amounts. Congress responded to these complaints from 
the States by passing Public Law 96-46, which allows an adjustment 
to the matching requirement for this set-aside. A Notice of Proposed 
Rule Making for this provision has recently been issued by the Office 
of Education. This law and the new regulations should aid those few 
States now having difficulty expending funds for the disadvantaged. 

GUIDANCE, COUNSELING, AND TESTING PROGRAM TERMINATION

Question: The Department of Education proposes eliminating fund­
ing for Guidance, Counseling, and Testing. This will save $18 million 
in FY 1980 and FY 1981. Your justification provides no clear rationale 
as to why you recommend the cancellation of this program. Can you 
give us specific reasons to explain why this program was targeted for 
elimination?

Answer: Local education agencies rely primarily on their own
funds to support guidance, counseling, and testing. In times of 
budgeting constraint, categorical programs with less well-defined 
impact must be cut so that activities of higher priority, such as 
the development of basic skills and aid to the disadvantaged and 
handicapped, can be maintained.

Question: Is it true that most States and local school districts 
have their own programs?

Answer: According to data gathered by the National Center for 
Education Statistics in 1968, which is the latest hard data avail­
able, 97 percent of the secondary schools in the United States had 
guidance counselors either in the schools or available to them. In 
the case of elementary schools, the figure dropped to 32 percent, but 
it is presumed that the percentage would be higher now.



Question: How is this money spent by the States?

Answer: A total of $17,275,000, which excludes $725,000 for 
Federal discretionary awards, was to have been awarded as grants to 
States for guidance, counseling, and testing purposes. From these 
grants to States, the State education agency may retain up to 
5 percent for administration and up to 7.5 percent for leadership 
and supervisory services before awarding subgrants to local education 
agenices. Funds at the local level may be used to strengthen and 
expand programs for guidance and counseling services and for testing 
of students in elementary and secondary schools. Included within 
this scope are such things as (a) in-service training for guidance 
and counseling personnel, (b) supervision and leadership services at 
the local level, (c) program planning and development, (d) special 
guidance and counseling programs for the disadvantaged, and (e) 
evaluation of such programs.

NATIONAL INSTITUTE OF EDUCATION

Question: The revised budget reduces the fiscal 1981 request 
for the National Institute of Education by $9 million. The revised 
request of $79 million is $2 million above the 1980 appropriation.

Why did you decide to reduce the request for NIE by only 
$9 million in FY 81?

Answer: The proposed reduction of $9 million for NIE is a 
significant and serious reduction. This reduction was particularly 
hard to propose because educational research and development repre­
sents a long-term investment in the future of American education.

To me, the investment made by the Congress over the last 
8 years to the National Institute of Education has indeed made 
significant and substantial contributions to our society.

To the Congress, the Institute has provided reports on the 
status of Compensatory Education in the nation and a report on 
safety in the schools.

To State and local policymakers, they have provided results 
of research and practice related to issues such as school finance 
and testing.

To teachers and parents, they have provided information about 
reading, mathematics, and better instructional and learning 
techniques.

The $9 million reduction represents a decrease of over 10 
percent from the President’s original request and an 82 percent cut 
back in planned new activities. This action postpones the Institute’ 
initiatives to increase from 36 to 50 the number of states receiving 
information about research results, to increase the participation 
of women and minorities in educational reserach and development, and 
to improve literacy skills of reading and writing.
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Q u e s ti o n : Why d i d n 't  yo u p ro p o se  an y r e s c i s s i o n s  f o r  FY 19 80 ?

Ans wer : N IE 's  lo n g - te rm  r e s e a r c h  an d r e v i t a l i z e d  d is s e m in a t io n
a c t i v i t i e s  have  d ev e lo p ed  c o n s id e ra b le  momen tum. I t  w ou ld  r e q u i r e  
mo re th a n  on e y e a r  to  r e g a in  t h a t  momentum  i f  we s u f f e r e d  a f u r t h e r  
c u t in  th e  19 80  b u d g e t.  W ith r e s p e c t  to  p ro p o sed  r e c i s i o n s  f o r  NIE 
in  FY 1980 , we ex am in ed  th e  NIE a p p r o p r i a t i o n  fr om  s e v e r a l  p e r s p e c ­
t i v e s :

F i r s t ,  th e  FY 80 a p p r o p r ia t io n  o f  $ 9 1 .2  m i l l io n  r e p r e s e n t s  a 
$ 7 .1  m i l l io n  r e d u c t io n  fr om  th e  $ 9 8 .3  m i l l io n  r e q u e s te d  by  th e  Adm in­
i s t r a t i o n  an d a r e d u c t io n  o f  $5 m i l l io n  bel ow  th e  com p ara b le  FY 1979 
a p p r o p r i a t i o n .

F i n a l l y ,  I  c o n s id e r  r e s e a r c h ,  in n o v a t io n , an d e x p e r im e n ta t io n  
to  be  an  u n d is p u te d  F e d e ra l r o l e  a n d , a s  s u c h , w i l l  be  a  key  r o l e  to  
th e  D epar tm en t o f  E d u ca ti o n  a s  a  p a r tn e r  to  th e  S ta te s  an d l o c a l  
govern m en ts  in  im pro v in g  A m er ic an  e d u c a t io n .

Q u e s ti o n : I f  we w an te d  to  r e s c in d  NIE fu n d s  f o r  FY 1980, how
much c o u ld  we c u t ;  t h a t  i s ,  how much h a s  n o t be  o b l ig a te d ?

Ans wer : The I n s t i t u t e  h a s  o b l ig a te d  $ 4 9 .5  m i l l i o n ,  o r  65%, o f 
i t s  a v a i l a b l e  pro gra m  fu n d s t h r u  A p r i l  22 , 19 80 . $ 2 3 .8  m i l l io n  o f
th e  re m a in in g  $ 2 6 .9  m i l l io n  a r e  c o n t r a c tu a l  co m m itm en ts , w hic h  in ­
c lu d e  m u l t i - y e a r  aw ar ds made in  p re v io u s  y e a r s , g r a n t  p ro gra m s and 
R F P 's  t h a t  hav e bee n an nounced , an d p ro p o s a ls  t h a t  a r e  b e in g  pror - 
c e s s e d . Th e re m a in in g  $ 3 .1  m i l l io n  r e p r e s e n t s  p la n n ed  aw ar ds f o r  
s e v e r a l  NIE p r i o r i t y  p r o j e c t s  t h a t  hav e n o t  y e t  been  fo rm a ll y  
an nounc ed  in  p ro cu re m en t c h a n n e ls .

S ec ond , an  ex a m in a ti o n  o f  th e  f i n a n c i a l  s t a t u s  o f  NIE r e l a t i v e  
to  p o s s ib l e  s a v in g s  r e v e a le d  v e ry  l i t t l e  c o u ld  be  g a in e d  m o n e ta r i ly  
be r e s c in d in g  FY 19 80  fu n d s .

T h ir d , p ro g ra m m a ti c a ll y , C on g re ss h as  r e f l e c t e d  o u r  b e l i e f  by  
c i t i n g  th e  N a t io n a l  I n s t i t u t e  o f  E d u c a ti o n  a s  a "u n iq u e  an d s o l i d  
r e s o u r c e "  f o r  e d u c a to r s  an d p o li c y m a k e rs  a l i k e ;  t h e r e f o r e ,  we a l l  
b e l i e v e  t h e r e  i s  s t r o n g  an d g ro w in g  e v id e n c e  t h a t  o u r  n a ti o n w id e  
e f f o r t  to  im pro ve A m er ic an  e d u c a t io n  th ro u g h  r e s e a r c h  i s  p a y in g  o f f .

OFFICE FOR CIVIL RIGHTS

Q u e s ti o n : Th e E d u ca ti o n  j u s t i f i c a t i o n  f o r  th e  O f f ic e  f o r  C iv i l  
R ig h ts  i n d i c a t e s  t h a t  yo u la p s e d  $ 6 ,7 9 1 ,0 0 0  a t  th e  en d o f  f i s c a l  y e a r  
1979  an d th e  H e a lt h  an d Human S e rv ic e s  O f f ic e  f o r  C iv i l  R ig h ts  
j u s t i f i c a t i o n  i n d i c a t e s  t h a t  a n o th e r  $ 3 ,4 0 5 ,0 0 0  la p s e d  in  f i s c a l  y e a r  
1979. T h a t r e p r e s e n t s  o v e r $10 m i l l io n  in  fu n d s  t h a t  w er e r e q u e s te d  
an d a p p r o p r ia te d  b u t  n o t sp e n t f o r  c i v i l  r i g h t s  c o m p li a n c e .

Wha t hap pen ed ? Di d yo u c a r r y  o u t a l l  th e  p la n n e d  a c t i v i t i e s  
w it h  l e s s  money  o r  do es t h i s  r e p r e s e n t  a r e a l  r e d u c t io n  in  c i v i l  
r i g h t s  e f f o r t s . ?

A ns w er : Th e O f f ic e  f o r  C iv i l  R ig h ts , in  a f i s c a l  y e a r  1978  
s u p p le m e n ta l,  r e q u e s te d  $ 9 ,4 5 3 ,0 0 0  f o r  89 8 new p o s i t i o n s  to  re d u c e  
th e  c i v i l  r i g h t s  c o m p la in ts  b a c k lo g  a s  m an dat ed  by  th e  197 7 Adams 
c o u r t  o r d e r  an d to  co n d u c t t e c h n ic a l  a s s i s t a n c e  f o r  h an d ic ap p ed  
r e c i p i e n t s .  In  e n a c t in g  th e  s u p p le m e n ta l on  S ep te m ber  8 , 19 78 , C ongre ss
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a p p r o p r ia te d  $ 1 ,1 0 0 ,0 0 0  f o r  499 o f  th e s e  p o s i t i o n s .  The re m a in d e r  
o f  th e  p o s i t i o n s  r e q u e s te d  an d $ 3 2 ,4 0 2 ,0 0 0  to  c o v e r  th e  c o s t s  
a s s o c ia te d  w ith  them  w er e p ro v id e d  in  th e  f i s c a l  y e a r  1979  a p p r o p r i ­
a t i o n .

The l a t e n e s s  o f  th e  s u p p le m e n ta l an d th e  i n a b i l i t y  o f  th e  O f f ic e  
f o r  C iv i l  R ig h ts  to  s u b s t a n t i a l l y  re d u c e  i t s  v a c a n c ie s  u n t i l  th e  
t h i r d  q u a r t e r  o f  1979  r e s u l t e d  in  th e  l a p s e .  The c h a r t  bel ow  i n ­
d i c a t e s  th e  p ro g re s s  a c h ie v e d  by  th e  Age ncy in  r e d u c in g  i t s  v acan c y  
r a t e .

OFFICE FOR CIV IL RIGHTS STAFFING

O ct -D ec
1978

Ja n -M arc h  A p r- Ju n e J u ly - S e p t
19791979 197 9

V a c a n c ie s  a t  en d o f 
q u a r t e r 620 358 192 52

New H ir e s  d u r in g  
q u a r t e r 338 294 215 29

O n-b oar d  s t a f f  a t  en d 
o f  q u a r t e r 127 3 1535 1701 *1 64 8

* OCR c e i l i n g  re d u ced  
f o r  l a s t  q u a r t e r  FY

fr om  198 3 
19 79 .

p o s i t i o n s to  17 00  p o s i t i o n s  by  HEW

Q u e s ti o n : I f  you la p s e d  $1 0 m i l l io n why d id  yo u n o t p ro p o se
an y r e s c i s s i o n  o r  r e d u c e  th e  f i s c a l  y e a r  19 81  b u d g e t r e q u e s t?

A ns w er : In  f i s c a l  y e a r  1980, a l l  p o s i t i o n s  t r a n s f e r r i n g  to  th e
D epart m en t o f  E d u c a ti o n  fr om  th e  O f f ic e  f o r  C iv i l  R ig h ts  a r e  en ­
cu m ber ed . The r e q u e s t  f o r  f i s c a l  y e a r  19 81  m a in ta in s  s t a f f  a t  th e  
19 80  l e v e l ,  r e q u e s t in g  an  in c r e a s e  o n ly  f o r  th e  p u rp o se  o f  a n n u a l iz in g  
th e  c o s t  o f  th e  O c to b e r 1979 pay  r a i s e .  At  t h i s  s t a f f i n g  l e v e l ,  
th e  O f f ic e  f o r  C iv i l  R ig h ts  h a s  been  a b le  to  e f f e c t i v e l y  e l im in a te  
th e  c o m p la in t b a c k lo g  a s  s t i p u l a t e d  by  Ad am s. M a in ta in in g  t h i s  
s i t u a t i o n  w ou ld  n o t be p o s s ib le  w ith  fe w er p o s i t i o n s .

SUBCOMMITTEE RECESS

Senator M agnuson. The com mit tee stands in recess un til  the markup. 
[Whereupon, at 4 p.m., Tuesday, A pri l 22, the subcommittee was 

recessed, to reconvene at the call  o f the Chair. ]
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