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Possible Presidential Announcement 10/27 in New Mexico 

In response to your request last evening I have confirmed 
(Tab A) that HHS and DoD have agreed this week to implement 
in New Mexico a pilot project which will distribute through 
14 food bank distribution centers surplus food from the 
Kirkland Air Force Base Commissary. 

This would represent a totally volunteer effort with no 
federal program dollars or staff. 

We believe the President could announce this Thursday, 
provided it is understood that before implementation DoD must 
secure the approval of food producers. Such approval is 
expected, in part because of tax incentives. 

However, in considering whether to recommend a Presidential 
announcement, staff should review a feature article in 
yesterday 1 s Wall Street Journal (Tab B) which aired some 
criticisms oTSecond Harvest, a large national umbrella 
food bank. A preliminary HHS check does not indicate any 
connection between Second Harvest and the Roadrunner Food Bank 
which will operate the New Mexico pilot. 

If the New Mexico pilot proves successful, we would 
anticipate additional distribution of surplus foods from DoD 
commissaries. As you know, Mrs. Baker and several Cabinet wives 
have expressed interest in this HHS initiative. 
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October 27, 1982 Washington, D.C. 20201 

MEMORANDUM TO THE CHIEF OF STAFF 

THROUGH: 

:::lip Li~/·/) 
Policy Co~~or OS/ES 

FROM: 

SUBJECT: Food Bank Project -- Albuquerque, New Mexico 

As you know, we entered into discussions with the Department of 
Defense (DoD) in June concerning the availability of surplus food 
in DoD commissaries. Despite some delays and bureaucratic 
obstacles, the Office of Community Services (OCS) and DoD staff 
completed this week a site visit of the commissary at Kirkland 
Air Force Pase in Albuquerque, New Mexico. The staff agree that 
there is surplus food at Kirkland, and DoD is prepared to make it 
available to the Poadrunner Food Bank. This food bank operates 
14 food distribution centers throughout New Mexico. OCS staff 
estimate that the amount of surplus available could potentially 
feed several hundred people each month. 

In the past, surplus food at Kirkland, as at all other 
commissaries, was either destroyed or returned to the food 
producer, e.g., General Mills. Food producers, in turn, either 
destroyed the food themselves or had their own procedures for 
distributing the excess. 

The Roadrunner Food Bank is prepared to come to Kirkland twice a 
week to pick up any surplus food and distribute it to local 
charities throughout New Mexico. This would represent a totally 
volunteer effort with no Federal program dollars or staff. The 
only obstacle to immediate implementation is that DoD must secure 
the approval of the food producers before it can release food to 
local food banks. However, DoD staff do not believe this will 
present a problem, since the food producers would receive tax 
benefits for any food they donate. 

The DoD and OCS staff will be submitting their reports and the 
agreements they reached to their respective Secretaries. They 
will recommend some form of interagency agreement which would 
expand this pilot effort throughout the DoD commissary system. 

I have discussed this initiative with Dr. Harvey Vieth and we see 
no reason why the President could not announce this pilot project 
in Albuquerque. There are a number of technical details 
remaining to be worked out, however, we have reached a basic 
agreement with DoD and I see no reason not to proceed. 





i2 THE GREEN SHEET 

Wall St. Jr~l.; 10-25-82 
Bitter Harvest H.lrvHt'S perfonnance. 

Charity That Delivers 
Surplus Food to Needy 
Is Split by Accusations 

That study wumatrly accused Mr. van 
Her.~I of shoddy manai:ement. :i.nd It rec· 
ommended Utat turther federal fulanclnir be 
made conunrent on his ousirr. Thrtt 
mont.lls alter Mr. nn Hen11ers demouon. 
the man who lleJded the CSA stu<ly team. 
Jack Ramsey. was named Second Harv..srs 
tx!'CuaV't director, replac111r an mterim 
rruuiairer. 

F d B k' f d '---rts Tiit appollltmellt. says Frank Tltzler. the 00 an S Oun er ~ tonner controller ot the orpni.ta.Uon. ""was 

New Director ls Letting 
Big Companies Control It 

llke a t>amb belll( d:upped on Ph~nix," The 
van Hengel fJcuon. composed mosUy of le>
caJ voluntl'i!rs, Cllnsiders ~Ir. Ramsey"s ap
pouument i:an of a plot by food manufacrur· 
ers m Cllntrol S«ond Harvest. By control· 

Chl.ef Cn'ti"c o ---mes r --der ltnr the operauon. they say. !M corpora· 
~u i...ic:a uons could expand the networl: more rapidly 

By JEFFKl:T H. But.~BAL-,,; 
Sraff Rrponn-of TMll' WA.I.&. SnlL.kT JOLllUIAI.. 

PHO ENIX. ArtJ..-By most standards. 
Second Harvest has bttD 3 ""1rli suc-
Cl!'SS. e 

From its humble tie:nnrungs t.ere In 1!16T 
as a rhurch·affiliated di.sUibutor of sw;>IWi 
food to the nl'i!dy. 11 has imiwn bto a :atlon· 
WTcie network of ~3 "'1ln'hous.es. called food 
tankS. Now federally financed. Second Hu-
vest tlus year e:q;eclS to give out 30 million 
poundS of fn>e toad. OOUl>le last year·s !Q

I.al. 
The bounty. e3.1!rly donated by a crow

in: list of ma)or corporatlons. ts wbol=e 
food L~at othel"IVlse would be diScardN. of
ten beeause of Its appearance. FOOd ban.ls 
ue bein& praised for betp1ng to rtll the pp 
:15 federal aid to the poor is cut back. Some 
bac1ers even see the Serond Harvest net· 
worlc and the nauon'J 20 or so otber food 
banks :i.s a substitute for load sumps. 

While stopp111~ Shon of that iaea. the 
WhHe House conveyed its blessing Ma.rd\ I 
by hononng tne g-roup's cha.ns..'TIJUC 
founder. 5~year~ld John van Henre]. at :i. 
coffee given by cabin'et officers· WJV~ 
Biner Harvest 

tlWI IS prudent and take public cre.1Jt for its 
sooc:t worlcs. 

By exertlnr their control. this cnUclsm 
rues. the corporauons can also mai:e cenun 
that they gel tile ne<!ded documents to cla.Jm 
Oil benefits for their donated products an<I 
prevent tile embarrassmer.. of h:n·m~ du
na!ed prodnC!S resold commerci:tlly. 
Corporations' Rl>sponse 

The corpo~ contributors de!ty the)' 
have .either tai:en over or spoiled the net· 
work. Lnstead. they say Seccnd Harvest now 
is re=r the professional manarement It 
needs to se!"Ye more needy people bettPT. 
t'lley also say they were sorry to see Mr. 
\'311 Hengel go. 

Whatever the menu of the new mana~ 
ment. a!Jegauons of confllclS ot Interest at 
Second H3IVest earlier lhU year reached 
the Department of Health and Human Ser
vicn ill Washinrton. which last year took 
over financing of the group from the CSA. , 
After a prelinunJl'Y reVJew, the complaints · 
were sent on June 2 to the FBI otfict here, 
wtuch confirms tha.t It is rnvestlpting. The 
lnvt"Stigauon iS it.;own to involve several in- · 
dividuals. includmg ~r. Ramsey. / 

Second Harvest's chainnan. J ohn Drigrs, 
defends Mr. Ramsey as the best nun tor thej 
job. altllough be concedes there mig!lt be u : 

But ~and Harvest these days \s reapmf ··appearance" ot conflict. " You c:ul"t say, 
bitterness along wit.~ •ts success. A scluslll bey, there's nothing- in there for anybody to 
has develo;>ed on its board of dill'<'.tors. and raise L~eir ~)'t'brows abouL.. But Mr. 
the leadership has been replaced amid on:;:s. the chairman ot Western Savtnrs Ir 
charg6 that the Oi: food processors are Loall Assoclatlon and a former mayor of 
'Yielding undue influence in order to control Phoenix adds. ··our judirment wu that the 
more tight!'; the distributlon of their sw;>:us possibility (of conflict) shouldn"t preclude 
products :!.~d ensure the resultlne liL~ belle- bis application." Severa.I applicants for the 
fi ts. The Federal Bureau of Invesap:Jon. job ,..ere i.iterviewed, be says. 
moreove;, is studytnf aUe~uons ol conllict . The f7·yeaNlld Mr. ~~ denies that 
of interest Jt Stcond Harvest. · he aspired to work a.t Second Harvest when 

The problems came to a head Just four he and the other CSA employees researched 
davs alter the .Wl>Jte Hoose !ete for Mr. Ya1I theu- n!pOn last summer. He says be wu 
Hengel. At a board meeting here. Mr •. ,,.,, rurprtsed. tnoui!l. at the laa or cone1'm 
Hen~!. a longnme aide and tile thttt Pboe- amoor S«ond Harvest board members. 
nix directors of Second Harvest walked out, "Once 1 applied. I thought I'd ~t somebody 
vo-..ing never to return. sa)ing something to me," he says. "bot ne>-

The white-haired Mr. van Re~. who body "'" called. It was jUSI :JJJ incn'dlble 
had been removed as exeeutive dll"l'Ctor :JJld sile~ ... 
named to the ceremonial post ot president The silence didn't last. A cadre of Phoe
>lx months earlier. made a uramanc ~ nix residents loyal to Mr. Y:lll Hen~! 
to the board accusing the new leJders ol formed the "Pb~nix Commintt to Save 
ca,i ng in to food·indust;-y pressures &nd llll· Se!:cDd Harvest" :ind met several limes 
nlyin~ that they lack internty. with ~r. Dri:is to comptrun about Mr. 
· Alter a stunned ;ilence. a remairunr R;irnsey. They assen not only that Mr. 
~ard member~ the Rev · Patrl~ Tobin O( R."lmsey connived to displace ~tr. van H•n· 
K:i."sas City. o.tered a prnyer ... We asked ~ but Jlso that he did so in collusion with 
Jor g'Jldance for all concenied. he reca.lls. maJor corpor:itlons that wert in~nt on 
·"The old and .J!ie new regunes had a pamnr : bending Second H3Nest to their ll1ll. 
of the ways. \ "In ;;iy opmlon. the worst misUJte we 
Fe<ler:tl Agency's Study ever made was inVJting corporauons onto 

Adding to the van Hengel fac:.ion·s fttl· ; the bu.1rd."' says Roben :\fcCany: who was 
:ngs of alienation was the proeess that led to ; ~Ir. van Heagel .s c_h1ef assistanL They took 
hlS demotion. It began in rrud·l951 -.1th a o,·er. !Umsey IS Just a tool. JUSI J pawn. 
study of s.>conu Ha.J'\·est by the Cor..muntty S.-,.on? Har1~ has become a b1g·buslness 
Semce AdmL11S:.-0Uon. the now.,;:rfunct burtaucracy. . . . 
11\U·povenY ager.cy. The Ceder.LI J~ency bad Tb~ Jngry Phe>en1c1ans cite ~veral met· 
helped expand the tood·ba.'ll< orpruz:i.uon dents to buttress their consp1r:1cy theory. 
,.1 !.!J gr .lll!S totalLi~ su million Since Its In· n~ day afler tM CSA closed ~:op Sept. JO, 
ception. am! a panel of !our agency employ· 1!181. .Mr. Ramsey staned wor1onr for Sec· 
ees w:l.S given tile Job of assesstnr S«ond ood H;:.rvest :1S an "Pfnsl'S-<'nly consultant 

to wnte a plan to help soUctt tuuncial con· 

tnouuons 1rom corporauons. Mr. Ramsey 
!><lys he irot the one-monti1 :usignmenl Jfttr 
calhnr Barbar.I Knuckles. th• community· 
Jnd consumer-relauons man:i,er of Bt>amct 
Foods Co. In C!ncaro :J.llC a member ut S«· 
ond Harvf'!t's execuUve comrruttee. Mr. 
R.'un>f'y says he phoned Sept. 17. nearly t•o 
wttu beforP ht left the CSA, to say, " Bar
bara. I'm :l\".1il:\ble."' iMrs. KnuciUes sars 
Mr. ~Y c:llled dunuir an f'PCUUYe
commlttet> meetm~. and she happened to :in· 
swer the telephone.I 
Phot'nlx Faction 

Mr. R.:unsey. ···horn some former St-rond • 
Harvest statfers aens1vety c;il!ed ··J.R." ll· ' 
ter the dev1011:i " Dallas·· TV cnJr.icter J.R. 
EWTnj:. made the lnc:!.I help fttl unw•lcome. 
At an early staff ml't'lin{. tl!e uew execuuve 
director said he hvpt'd to move S«Qnd Har
vest ou1 of f'hoenix to the Wasn111gwn, D.C .. 
area. hts home at the time. former staffers 
say. CA proposal to move the headquarurs 
IS sun be1nir considered by the board.I Tbt 
fernier employet>S aiso s.ay rand :\tr. !Um· 
Sl!Y deniesl that .Mr. R=ey tned to cancel 
schl":1uled r:i~ tor ~!essrs. :\fcC:irty and 
van Hen:eJ. The pay raises did fO throucti. , 
m any c::ise. bnn::-ing elch man up to :ibOut 
S2UOO a year. Mr. P..lJ":lsey iS pald Sfl.· 
uoo. 

Former CSA employet>S say they c3n't 
remember any :issessment re;iort besides 

. Second Harvest"s that recommended the re
mo•al ol an admuustr:itor. And at le:i.st one 
member ot the team that wrote the re;ion 
now heiieves that Ille precedent \lr3.S set for 
unJerllanded reasons. 

''The enUre assessment nOlll' >eell\J 
tainted smct Mr. R.unsey accepted the posl· 
lion ot executiYe director ol Second Har
vesL" wrote Alb<'n A. Fusco. now reured. in 
a Feb. ! ;\t.1ilfl"Jm to ~tr. ltcClrty. ··11 ap
pe>rs to me th11 he usl'd the a=ss::ient to · 
.:et :.tr. van Hengle 1sicl fired and nopeiully 
to ~t himself lured ;u execulivt d1rec· 1 
>or." 

But the food·lndustry representatJves on 
Secllnd Ha.J'\·cst's board say they were as 
surpnsed :is the staff -..hen Mr. Ramsey ap
plied fur the job. "'1rUl•rmore. says '.\!rs. 
Knuckles. the corpor.i.Uons couldn't have u 
sured Mr. Ramsey's :1ppoinun•n1 even It 
they had w:1nted to. The food industry bolds 
only live of 17 board seats. !Four seats are 
vac:i.nt.I The dissidentJ note. however. that 
the industry holds considerably more sway 
io the powerful execuU•·e commin~. pos· 
sessinf rhret- of the six seats, includinr the 
cliainnanslllp. A!So, :.tr. Drins. Second 
Harvtst's chairman, Ls an ex-offido mem
ber or the committee. 

In addition ro Butnce, the lndlUUy orra· 
nizations represented on the board are ~ 
Kran Inc. uivts1on or Dart & Kr:in Inc .. the 
CPC Sonh Amenca division of CPC Interns· 
Ilona! Inc. and th• Grocery .\lanufacturers 
of America. A representalive or Ille Food 
~!Jrlt<tln~ lnsUtute W'1.! nililled a new mem· 
ber thl.t fall. 
Praise for Ramsey 

Th• industry members pr:iise .Mr. Ram· 
sey for tl~htening St>rond Harvest·s open· 
uons. Following most ot Ille re<ommend:i.· 
tiuns In his rtport, ~r. R.lmsf'y rodiiled 
many practic•s and imposed additional 
standards on the food hanks. " W• had to 
com1nce the m~ior corporations !hit thr1r 
contnbutions ,.-ouldn 't be abused.'" says G. 
Richard Johnson. a rttired dJVJSicruil oflicer 
of CPC' Intern•tior.JI and ch:1irman vi Sec· 
ond Harvt'St"S exeeutive comm1tttt.· ··we 
are confident now we have viable. strons 
rontrols.'' 

O!lici•ls at severaJ Second Harvest food 
banks also apprl'ciatt the tou!!hrned rule-s. 
Harlow " Bili'" DonovJn, th• dil"l'Ctor o: tht 
Food Crisis :<:ctwork. the St. Lows food 
b:i.nk. belitves Mi:orous reco:-d k~pin2 ls n · 
sentt"1 to sustain th• explMive frowth he 
~ [or the network in Uie n•xt L~r..., to llYe 



y•~rs. And Jun~ Ta.nNr. :ht d1n•crur or tlir 
Punla.nd. Ore .• ioocJ balllt. r~ncludes: "Jonn 
v:in Hengel didn 't nave tht administr•U>e 
skilJ.s t~ R.unsey has brou~nt lo the orp· 
niz.1uon." 

Slipshod m:i.n:lf:emrnt under ~Ir. v:in 
Hen¥el LI a recumng theme in the CSA's ~ 
pa~ report. ll says tl1at Second !brn•st 
l:icked wuionn sund:irds !or food b:lnk5. 
was bere:t oi a coherent direcuon :111d wall -
urpmz.ed !R a "mystical" and "!;asset· 
f:ure" fashion. Former suffers say tht ~ 
pnous Mr. v:ir. Hen~el w:\.S "''Ont to 1~4 vr 
llll! orflce in the aiternoons to swun or pflly 
gull. 

Van Heni;ers Defense 
Mr. v:lll Hengel roncedes tlut he and Ills 

col!e~!:'Jt'S i:icked a flair fur manaecmenl. 
But they had desu:ned it that way. " l ~nt 
the system, I thin.It it's wasteful" Mr. Van 
Hcn~e! says. " You must ha,·e structurt. but 
structure must develop. You ml!Sl let Ule 
water now." 

The importance ol structure iS demon· 
str:J.!ed by llle enonnousn~ss of some rt'<'.'111 
contnbuaons. Earlier this yeo.r Kelloq CD. 
ol BatUe Creek. !'rlich .• pve Second Harvt'SI 
37 r:lilro:ld-car loads. or 107,000 cases of Nu· 
tn-Grain cere:tl. wher. the com~an;1 decided 
to discontinue tw0 navors. barley :uid f'Y'!. 
wllich weren' t sellinr well enoucn. Instud 
ol reselling the leftover gr:uns at ;i, de..p CllS· 
count. the company chose tu process the 
gr.un rnto cereal and give it to a sm{le. rtll· 
a~lr chartly. ··we didll't nave ume to check 

out every litUe ~ency in lilt wond." a 
spokesman says. 

&a trice Foods also chest S«ond Har
vest wnea it.S Trop1cana division recently 
round itself witll 2.~ million quart l:>ottles ol 
tan. thou(b perfectly dnnk:lble. m;:ielruit 
juice. Tlle dlscolored liquid. llle v1ct::n ol 
pn!mamre uposure to air. would ei:her 
have Ileen scr:ipped or sold abroad. hecluse 
Americans pre!er their grapelnnt Juice yel· 
low. Beatrice. like other m'nutac1urers. 
chCSll Second Harvest beeause it was con· 
vinced :.~at the Sur;>lus wouldn't eme~ in 
the commen:iAI markelplace. ..They at'f 
soft·he:i.rted. but r.ot solt·headed." s:iys 
Manon Sheslow. the contribuUons d11"<!C1or 
!or N:i.blSCO erands :nc .• another frequent 
contt1butor to S«ond Harvest 

Glvinf food to Soe>eond H:irvest lsn't com
pletely philanthropic, however. Companirs 
can deduct :rom t.:uable income the cost ot 
producing the donated products plus half of 
the dil!erence between the cost and the f;ur 
market valu~ Of the product Thoui:h some 
companies say the v:ilue of surplus Is olten 
less than the cost. Beatrice h:is l.llen about 
'1-00.000 In dt'ductions abo,·r the cost Cor llle 
ei~ht m1Uion pounds of food Jr donaW in tile 
fiscal years th~l ended Feb. 28, 19.ll :md 
1982. 

Humble Beginnings 
All of thiS iS a far cry from 5.>cor.d Har· 

vest's humble befinnings het'f. In the •:irly 
19005. Mr. van Hengel. a reUred CJ!i!orn~ 
adventsmr man. drove Ills own lruck to col· 
le<:t surplus food. such os dented cans and 
day-old bread. from locJ.l supennnkets for 
a skid-row soup kitchen run by :.Ir. 
McCarty. Soon colle<:lions oulpaced nf'f'd. 
and the overflow was given lo other ch3n· 
ties. In I~. the idea ~ew into a :u.11-nl'dgt'd 
food cle~ringhouse J.S.SOCiated with St 
Mary's Catholic Chun:h-a kind o/ Un11t'd 
Way for food. 

Word of success :11 St. ~!Jry'> loou b.'lnk 
rcactoed Washington. and the CSA uiler~ 
the group a :r;int in 1975 to devtlop food 
bani<S else,.here. The money ·· ·:is rt> fese.i 
because !'rlr. van Heneel ,.·an1t'd nut.~ine 10 
do "1th burelucr~cy . But the ntxt year tht 
agency thrp,1ened lo p~y sorr.eooe ti~ to 
spread the concept. ~r. van P.t~g•I sars. 
and he le!t compt'lled to accept in ord<r l~ 
prole<:! hiS VlSiOI\. 

Cont'd on ne xt page 

from previous page 

Food banks now ar? loc~led from the 
twl>-S'UJ!llltbt town of CJ.SS.lway, IV. Va .. to 
Santa Cara. CJ.lil •• wtllc h bo:ul5 an arrny of 
voluntttn that rJean flelcls for ve~1ables 
Jett 1111P1cited alter hanest. More than 50 
ma1or a:Jl1)0r&tlons ulstr1butr their N'main· 
ders throufh SecOlld Harvest. while hun· 
ul'f'ds oi smaller compam.., rive dJrecUy ro 
their loc:i.I food banks. S«ond Harv!'St'S 
ioaJ iS to csiabliSh a network food banlt in 
every c11y with a popul~uon ol at le:LSt :WO.· 
000. 

!'rlr. 1-;in Hengel. meanU!ne. is conunwng 
hJ.s fight. aJonr with Mr. ~cCvty. his !or· 
mer JUSIStanl at Second Harvest. 1Mr. 
McCartv now iS execuuve Jlrector of the St. 
Mary·s ·rood bank. wl\ich has withdrawn 
from St<:und Harvest.I They at'f strui;gling 
to orp!'.ue a fl'OUP cllled Foodb:inking Inc. 
to rnstr.:et communities how to stan up food I 
ba.rucs ··we·rt rr=·roots organize~. that's 
all." says the beardt'll Mr. McC1rl)'. "The 
job ol t'1lld1I1g food :iaJiks IS only hlll Jone 
III the U.S." 
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THE HONORABLE JAMES A. BAKER, III 
· Chief of Staff 

Richard s. Schweiker 
Secreta r y 

Social Security Legislative Proposals 

On Wednesday, February 24, 1982, I will be testifying before 
the full House Ways and Means Committee on the Department's 
fiscal year 1983 budget proposals. 

I am prepared to discuss four social security proposals that 
affect administrative savings in Old Age Survivors Disability 
Insurance (OASDI). These proposals, which were cleared by OMB, 
are contained in the President's fiscal year 1983 budget which 
was recently sent to the Congress. The proposals do not reflect 
any reductions in benefit levels. Furthermore, the proposals 
are not part of any separate OASDI legislative program, but 
are contained in the Social Welfare legislative package. 

There clearly are administrative savings associated with these 
proposals which are reflected in budget totals. However, I 
am mindfu ur pre iscussion that no Title II (Social 
Security) legis a ive proposals go orward prior to e report 
of the National Commission. -

A summary of the proposals is attached for your review. 

Attachment 



SSI/OASDI 

We have also included certain proposals that will affect admin

istration of the OASDI program of Social Security benefits as 

well as the SSI program. These proposals are intended primarily 
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to .facilitate program administration and improve or maintain 

program integrity without basically changing SSI or Social Security 

benefit provisions. 

Several of these proposals were suggested last fall and, although 

the anticipated savings were reflected in the current continuing 

resolution, we have neither authorizing legislation nor waiver 

language to carry them out. For FY 1983, we are seeking the 

appropriate legislative changes. 

Cross-program recovery of overpayments. Under this proposal, 

overpayments in the SSI, Social Security, or Black Lung Part B 

programs that were uncollectible under the program in question-

usually because entitlement has ended--could be collected by 

withholding payments under another SSA-administered program. 

The major effect of this proposal is expected to be the 

recovery of SSI overpayments from Social Security benefits and 

savings of about $16 million in FY 1983--primarily in SSI--are 

expected. 

Medical evidence and denial notices. Two additional SSI/OASDI 

proposals that are included in our current budget and in our 

proposed Social Welfare Amendments of 1982 relate to payment 

for medical evidence and personalized disability denial notices. 
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Payment for medical evidence ot record would be 

specifically authorized under the SSI program--

in Title XVI of the Social Security Act--and the 

requirement for such payment would be deleted from 

the Social Security disability insurance program. 

Under the disability insurance program, payment for 

evidence has not improved the quality of the medical 

evidence as expected. Also, the disability insurance 

funds required to be expended for this purpose under 

the 1980 Disability Amendments are not well targeted 

and trequently replace available private funds of 

claimants. In contrast, in SSI, where there is a 

clear need for such payment by the Federal Government, 

the payment is made pursuant to general legislative 

intent and historical precedent. This proposal will 

reduce costs by about $11.4 million in FY '83. 

Also, the provision specifically requiring the 

furnishing of highly detailed explanations of denials 

of Social Security and SSI disability benefits would 

be repealed. This procedure continues to be time 

consuming and labor intensive and does not appear 

to be leading to improved understanding or acceptance 

of disability denials on the part of claimants or the 

public generally. The elimination of this activity is 

expected to save about $31 million in FY 1983. 



- 17 -

Attorneys Fees. In Social Security and SSI cases we not only 

have authority to set maximum fees where a claimant is represented 

in proceedings before SSA, but, where the claimant is successful, 

we also set individual fees and, in Social Security cases, with

hold the fee from back benefits due the claimant. Under this 

proposal, we would no longer set individual fees nor withhold 

part of the past due benefits. The present fee-setting provisions 

are proving increasingly burdensome for us to administer; they divert 

SSA's manpower resources from reducing heavy workloads and claims 

processing times. The objective sought by the fee-setting pro

vision can be achieved through our authority to set maximum fees. 

This proposal, which saves about $7 million in FY 1983, is 

included in our 1983 budget, together with appropriate waiver 

language for use in the appropriations process. We also urge 

consideration of this change by this Committee and will be glad 

to provide whatever technical assistance you would find helpful. 

Thirty-Five Percent Preeffectuation Review. Another proposal in 

our budget submission would modify the present requirement that 

we move from the current 35-percent level of preeffectuation 

review of allowances of disability insurance benefits to a 

65-percent review in 1983. As required by the conferees on the 

1980 disability amendments, I reported to the Congress last fall 

on the cost-effectiveness of the preeffectuation review process 

and the appropriateness of going to a 65 percent level in 1983. 

A copy of that report is attached. 
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In short, we found that while preeffectuat1on review has been 

highly cost effective, and the 35-percent level for this year 

may be very sound, a shift to 65-percent next year would not be 

as cost effective as a 35-percent review and, indeed, might not be 

cost effective at all. There are several reasons for this. For one, 

SSA is targeting the reviews so that the most error prone cases 

are already reviewed. Also an increase to 65 percent would 

require a substantial increase in staffing and the use of 

relatively untrained--and therefore less productive--personnel 

in carrying out the reviews. The adminstrative costs 

associated with moving to 65 percent review would be about 

$9.5 million in FY 1983. 

We proposed last year, and we propose now, that we not increase 

the level of preef fectuation review until we have further 

experience at the current level and evidence that an increase 

is desirable. Again, although this proposal has not been 

resubmitted in legislative language in our proposed Social 

Welfare Amendments bill, we urge you to consider this proposal 

favorably and we stand ready to provide any technical ·assistance 

you may require. 

I 


