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BASIC COMPONENTS OF PROPOSED FINANCE COMMITTEE
DEFICIT REDUCTION PACKAGE

I

. Overview

e The Finance Committee has aimed for $150 billion in total ‘
deficit reduction over the next 4 fiscal years, with most of
the savings coming in fiscal years 1985 through 1987.

® The péEkage will have at least one dollar in guaranteed
spending cuts for each dollar of revenue increases.

. The anéﬁce Committee will undertake to enact one-half of the
spending reductions, and look to the other Senate Comm:ttees
to produce an equivalent amount of savings.

o Any new revenue increases (other than pure loophole closers)
will be expressly contingent on a certification that spending
cuts have been achieved and will be triggered off if Congress
later reneges on these spending cuts.

S Spending Reduction Proposals Within the Jurisdiction of the
Senate Finance Committee

. .

The total package, including provisions totalling $5.3
billion in savings incorporated in the Reconciliation Act of 1982
as reported by the Budget Committee, would result in a savings of
$38 billion over 4 years. The majority of the proposals would
have an effective date of January 1, 19B5.

® Rounding of Social Security COLA. Proposal modifies the COLA
paid 1in 1985, 1986 and 1987 by roundlng ‘the increase to the
next lower whole percentage amount.

FY 1984-87: $5.1 billion

® Modify timing and rate of increase in Part B Premium. The
premium would be permitted to increase each year until it
reached 35% by 1990. (Modification of 1983 Administration

proposal)

FY 1984-87: $2.9 billion

® Delay In Initial-El&gibi%%ty—ﬁer—ﬂedéea%e—Entitlements.
Delays eligibility for both Parts A and B of Médicare to the -
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first day of the ﬁogemnwgfféwzng the month of the

individual's 65th-birthday. (1983 Administration proposal)
FY 1984-87: $1.0 billion

Restructure Medicare Cost Sharing/Apply Co-Pays to Hospital
Days and Provide Unlimited Hospltal Days. Modifies cost
sharing on hospital stays and nursing home stays and provides
catastrophic protection under Part A of Medicare.
(Modification of 1983 Administration proposal)

FY 1984-87: $§1.6 billion

Modification of Working Aged Provision. Modifies 1982
provision which made Medicare benefits secondary. to benefits
under employer group health plans. (Strongly supported by
OMB and HHS)

FY 1984-87: $§1.2 b11110n

Partic1pat1ng Physxcian Program. Freezes certain physician
fees for 2 years and creates incentives for physicians to
take asszgnment. (Modification of 1983 Administration
proposal) . - » %

FY 1984-87: $2.2 billion

Limit Increase in Hospital Costs Per Case. Limits increases

in hospital costs per case to the increase in the hospital
market basket price index. (Modification of 1983
Administration proposal) :

FY 1984-87: $2.9 billion

Fee Schedule for Clinical Laboratory Services. Establishes

fee schedule for payment to all laboratories for services
provided to Medicare patients.

FY1984-87: S$0.9 billion

¥ xtend Reduction in Federal Payments. Extends the existing

reduction in Federal Medicaid payments to States for 2 years.
(Modification of 1983 Administration proposal)

FY 1984-87: $1.0 billion

Debt Service. The reduced outlays and increased revenues
would decrease interest on the Federal debt by $13.9 billion
over FY 1984-87.
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PROPOSED ACROSS-THE-BOARD TAX ON ENERGY

One of major components ‘of the deficit reduction package that
the Finance Committee has been considering is a 2 1/2% tax on
the value of all forms of energy to take effect in 1985.

Like all of the tax increases being considered (other than
pure loophole closers), this tax will take effect only if the
spending reduct1on targets are achieved. ot

It is estimated that this 2 1/2% energy tax will raise about
$20.9 billion over 3 years (FY 1985-87).

This energy tax will be imposed on 2 1/2% of national average
value of the following energy product5°

(1) 0il -- tax 1mposed on the first sale of a refiner.
(Imports of: petroleum products would be taxed at the
border.)

(2) Natural Gas -- tax iﬁposed on the sale of gas to local
distribution company or direct sale to end user of
natural gas. :

(3) Natural Gas L:qulds -- tax would be 1mposed on sale by a
gas processing plant.

(4) Coal -- tax would be imposed on sale to a major fuel
burning installation.

(5) Electricity -- tax would be imposed on the sale of
electricity to users.

This energy tax would exempt feedstock use and energy
produced for exports.

This tax spreads the burden beyond oil to all fuels, so that
it should have a more even regional impact than the
Administration's proposal to put a $5 per barrel excise tax
on oil.

The 2 1/2% energy tax will raise gasoline prices by about
only 2 to 3 cents per gallon.
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