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DEPARTMENTS OF LABOR, HEALTH AND
HUMAN SERVICES, AND EDUCATION, AND
RELATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2012

WEDNESDAY, MARCH 9, 2011

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 9:35 a.m., in room SD-124, Dirksen
Senate Office Building, Hon. Tom Harkin (chairman) presiding.
Present: Senators Harkin, Reed, Mikulski, and Shelby.

SOCIAL SECURITY ADMINISTRATION

STATEMENT OF MICHAEL J. ASTRUE, COMMISSIONER
OPENING STATEMENT OF SENATOR TOM HARKIN

Senator HARKIN. The Subcommittee on Labor, Health and
Human Services, and Education, and Related Agencies will now
come to order.

Our topic today is administrative funding for the Social Security
Administration. Normally, this time of the year, we’d be talking
about the President’s budget request for the upcoming year. How-
ever, since this is not a normal year, we’re also here to discuss
funding for the rest of fiscal year 2011.

Today’s hearing is very timely. Three weeks ago, the House
passed a spending bill for the rest of this year that cuts $102 bil-
lion from the President’s request. The Senate majority has offered
an alternative that meets the House halfway, cuts $51 billion.

I believe the Senate plan represents a reasonable approach. But,
that’s just my own opinion, my own views on this, to reduce the
deficit while protecting programs that help meet the basic needs of
the most vulnerable Americans: seniors, children, those living in
poverty, people with disabilities.

d we're here to discuss one of the most important programs.
And that’s Social Security. Created in 1935, Social Security is the
centerpiece of America’s social safety net, providing insurance
against poverty from old age, the loss of a spouse, or a debilitating
disability. Today, 58 million Americans receive Social Security ben-
efits. Eight million will file, this year. Social Security field offices
will receive 45 million visitors. And Social Security’s 1-800-number
will take 67 million calls this year.
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Because of the economic downturn and the aging population, in
the last few years the number of Americans turning to Social Secu-
rity and filing for retirement and disability benefits has increased
significantly. You know, as the economy goes down and unemploy-
ment goes up, and it’s harder and harder for people at or near the
age of 62, they can’t find work; they take early retirement because
they just can’t find jobs. So, the number of people applying has
gone up. Also, people who may have had a minor disability—
they’ve tried to overcome it and work, but now they’re out of work
and they simply can’t find a job—they file for disability. So, that’s
why we’ve got a huge increase in an economic downturn.

While the backlogs still persist, the administrative funding, so
far, has largely kept pace with this increased demand. This, for one
thing, has allowed Social Security to significantly step up its pro-
gram integrity activities. Social Security Administration periodi-
cally conducts reviews to determine if beneficiaries are still eligible
under the—both the income and disability guidelines.

Since 2007, the Social Security Administration has increased the
number of continuing disability reviews by over 50 percent, and re-
determinations of nonmedical eligibility, by over 140 percent. Com-
bined, these activities save taxpayers—save taxpayers—an average
of about $8 in future Social Security, Medicare, and Medicaid bene-
fits for every $1 spent in administrative funding. So, we spend $1,
we save $8.

Today, however, adequate funding for the Social Security Admin-
istration to properly administer these programs is at risk. The
House continuing resolution H.R. 1 would cut administrative fund-
ing for SSA by $125 million below last year’s level—fiscal year
2010 level—even though, as I pointed out, their workloads on dis-
ability claims, hearings, retirement claims, are staying at record
high levels.

Under the House plan, the SSA, the Social Security Administra-
tion, would have to cut its staff by 3,500 by the end of the year,
and may ultimately have to resort to furloughs. As a result, mil-
lions of Americans filing disability claims this year will have to
wait much longer for benefits. Everyone will have to wait. You
probably won’t get online, and you probably won’t get your phone
call answered right away—and the program integrity efforts, the
one I just mentioned, about making sure that we save money by
making sure that people that are on disability or filing claims are
still eligible—so, delaying these isn’t just bad for the economy, but
it’s devastating for the individuals, on both sides.

The Senate majority plan would provide, on net, $600 million
more for the Social Security Administration’s administrative ex-
penses. This is less than the President’s request, but it will keep
the offices open and allow the agency to meet its most basic service
commitments to the American public and prevent its backlog of
work from growing any bigger than it is today.

So, that’s what this hearing is about. We need to know what the
impact will be on the Social Security Administration, on their abil-
ity to respond to the huge workload, and the effect it will have on
recipients and people who rely upon their disability or their supple-
mental security income (SSI) or their old-age survivors’ benefits.
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So, that’s why we’re having this hearing today. We need to know
what this means.

So, I look forward to hearing the testimony from our distin-
guished panels on this matter. But, first, I yield to Senator Shelby
for any opening remarks.

STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Thank you, Mr. Chairman.

Thank you for calling this hearing to examine the fiscal year
2012 Social Security Administration’s budget request. I look for-
ward, as you do, to hearing the panels’ testimony and their views
on this critical program.

The greatest obstacle to our Nation’s fiscal stability is ignoring
our increasing entitlement obligations. Simply put, there is no way
to control our debt without getting serious about entitlement re-
form. And, while we can argue about how to reform Social Security,
we cannot argue about whether it should be reformed. It’s a ques-
tion of when.

In 2010, for the first time in the history of the Social Security
Program, the system paid out more in benefits than it received in
payroll taxes. This is a critical threshold that was not expected to
be reached until at least 2016. Social Security is now at the tipping
point, the first step of a long, slow march to insolvency if we don’t
do something about it.

According to the Social Security Board of Trustees, the Social Se-
curity Trust Fund surplus will be completely exhausted by 2040. At
that juncture, Social Security will have to rely solely on revenue
from the payroll tax, which will not be sufficient to pay all the
promised benefits.

There are currently 50 million Social Security beneficiaries, and
their numbers are increasing faster than the number of taxpayers.
The number of workers per retiree has fallen from 42 to 1 in 1940
to about 3 to 1 today. Social Security is unbalanced because con-
tributions are insufficient to provide the promised benefits. In a
sense, it’s a classic Ponzi scheme, with new contributions used to
pay off earlier investors.

I think we must also recognize that the Social Security Disability
Insurance (SSDI) Program contributes more than its share to So-
cial Security’s looming insolvency. During the economic recession,
the unemployment rates soared, as did applications to the SSDI
program. The number of individuals receiving SSDI benefits has
jumped more than 10 percent in the last two recessionary years.
The increase will accelerate the exhaustion of the SSDI reserves by
2018, and was recently described by the Congressional Budget Of-
fice (CBO) as “not financially sustainable.”

And, while the SSDI program faces the same fundamental issue
as the retirement program—that is, there are fewer workers to pay
for an ever-increasing population receiving benefits—its question-
able structure adds complexity. What was supposed to be a nar-
rowly tailored program to help individuals who could no longer
work grew into a gigantic budgetary burden that looks more like
an unemployment program, to some people.

What makes the problems worse is that, unlike the Federal Un-
employment Program, there is no time limit for how long an indi-
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vidual can receive SSDI. But, more significantly, among those re-
ceiving SSDI benefits, the incentive to return to work is very low.
In fact, revealing one’s ability to go back to the workforce could re-
sult in permanent loss of SSDI benefits. The strong work disincen-
tives under the SSDI results in workers never seeking gainful em-
ployment, at the risk of losing future benefits. Clearly, Congress
must face the potential fiscal collapse of the Social Security system
in the future.

However, today’s hearing focuses on the near-term issues facing
the program and the only aspects of the $817 billion fiscal year
2012 budget the Appropriations Committee has control over, $12.5
billion that funds administration costs and the Office of the Inspec-
tor General.

The fiscal year 2012 budget requests an additional $1 billion over
the fiscal year 2010 budget to reduce the daunting 744,130 dis-
ability claims and 722,872 hearings case backlog. On top of the sig-
nificant backlog, the processing time for disability claims is 112
gays, and the wait time for a Social Security appeal hearing is 371

ays.

Interestingly, two-thirds of those who appeal a Social Security
decision win their case on appeal And, while I understand the dis-
ability process is complex, it’s also hlghly subjective. With an ap-
peal-over rate so high, why are so many people winning on appeal.
Instead, shouldn’t they win at the beginning?

As the Social Security Administration continues to tackle the
backlogs in their caseload, I think it’s important that funding to
pursue continuing disability reviews remains strong. SSDI benefits
are not, and should not be, benefits for life. Only those who con-
tinue to qualify for benefits should receive them.

We need, I believe, to ensure that fraud and abuse of the system
are rooted out. Those who take advantage of the system ruin it for
those who are genuinely in need. In a program where there are no
fines and virtually no prosecution for those who attempt to fraudu-
lently collect benefits, we need to examine ways to stop fraudulent
applicants.

The administration of Social Security, while only a small percent-
age of the entire system, is a vital component to the success and
the fiscal stability of the overall program. This, however, does not
mean that it can operate without stringent oversight from this sub-
committee. We need to ensure that that money is being spent wise-
ly and in the best interest of the U.S. taxpayer.

Mr. Chairman, I look forward to working with you on this panel,
and look forward to the hearing.

Senator HARKIN. Thank you very much, Senator Shelby.

I'd like to just ask my colleagues if they have some short re-
marks they’d like to make.

Senator Mikulski.

STATEMENT OF SENATOR BARBARA A. MIKULSKI

Senator MIKULSKI. Thank you very much, Mr. Chairman. My re-
marks will be brief.

I joined the Labor-HHS Subcommittee at the start of this Con-
gress, and I'm delighted to be here. As both the chair and the rank-
ing on the Commerce, Justice, Science Subcommittee, Senator Shel-
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by and I are used to talking to rocket scientists, Federal Bureau
of Investigation agents, and those in the Commerce Department
who advance the trade for the United States. But, whether you're
a rocket scientist or whether you’re a janitor, Social Security is
your program. This is the one program that the entire United
States Government effects. So, whether you were a Nobel Prize
winner, whether you are the cop protecting the lab where they
work, or whether youre the person who cleans up that lab when
everybody goes home, Social Security is your program.

I'm very proud of the fact that Social Security is headquartered
in my State. Thousands of people work there every day to make
sure that this benefit is a guaranteed benefit, not a guaranteed
gamble for those who want to privatize it, but they guarantee also
that the checks will be delivered on time, to the right person, with
the right actuarial assignment or payment given to it. I'm very
proud of them.

And, quite frankly, Mr. Chairman, I'm deeply troubled about
where we are on the cuts to Social Security, the contemptuous at-
tack on Social Security as a benefit, and then the even overt hostile
attack on Social Security employees. They're on the front line every
day—some in harm’s way, when a disgruntled person shows up off
their meds—but, they’re there every day, every way, serving the
people of the United States of America, and we have to make sure
they have the right pay, the right resources, and the right respect.

Senator HARKIN. Thank you, Senator Mikulski.

Senator Reed.

Senator REED. No, thank you.

INTRODUCTION OF COMMISSIONER MICHAEL J. ASTRUE

Senator HARKIN. Well, thank you all very much.

We'll start with our first panel.

Michael J. Astrue serves as a Commissioner of the United States
Social Security Administration. He was sworn in on February 12,
2007. Prior to joining Social Security, the Commissioner served as
counsel to the Social Security Commission, general counsel and De-
partment of Health and Human Services, and as an associate coun-
sel to the President, in both the Reagan and George Bush, Sr., ad-
rSniﬁlisilsrations. He’s a graduate of Yale University and Harvard Law

chool.

Mr. Astrue, welcome to the subcommittee. Your testimony will be
made a part of the record in its entirety. And, if you could sum it
up in several minutes or so, we’d be most appreciative.

Commissioner ASTRUE. Great.

Senator HARKIN. Thank you.

SUMMARY STATEMENT OF MICHAEL J. ASTRUE

Commissioner ASTRUE. Chairman Harkin, Ranking Member
Shelby, and members of the subcommittee, thank you for this op-
portunity to discuss the important work of the Social Security Ad-
ministration.

For a number of years, going back to the 1990s, we did not re-
ceive full funding, and service deteriorated. When I became com-
missioner in 2007, I promised improvements. And Congress has
supported those improvements. With necessary investments, great-



6

er productivity, and new initiatives, we have reversed the trend of
declining service and increasing backlogs.

Our top priority remains eliminating the hearings backlog. And
we’ve made significant progress 4 years in a row. We have decided
over one-half a million of the oldest, most complex cases, some as
old as 1,400 days. We have cut the waiting time for a hearing deci-
sion, from nearly 18 months in August 2008 to exactly 1 year in
February 2011.

We have made the most progress in some of our most backlogged
offices. For example, our Atlanta downtown office had an average
waiting time of 1,020 days in August 2007. We have slashed that
time by 70 percent. The average waiting there is now 297 days.

Without your continued support, however, we will not meet our
commitment to eliminate this backlog by 2013. Our staff and our
State disability determination services (DDS) partners kept our
pending level of claims well below our fiscal year 2010 projected
level, while achieving the highest level of accuracy in over a dec-
ade, even as they faced furloughs and a huge influx of claims, due
in part to the economic downturn.

In fiscal year 2010, callers to our national 800 number had the
shortest waiting time and lowest busy rates since we began track-
ing these measures, nearly a decade ago. We reduced the average
waiting time in our field offices. We have increased our important
program integrity work, which is improving payment accuracy in
the Supplemental Security Income Program.

Every $1 we spend on continuing disability reviews yields $10 in
lifetime program savings. Every $1 spent on SSI redeterminations
yields more than $7. To do this complex work, we need an adequate
number of well-trained employees.

Since 2007, our dedicated employees have averaged nearly a 4-
percent annual increase in productivity, which is fueled by hard
work, better business processes, and smart investments in informa-
tion technology. Few, if any, organizations can boast productivity
gains of this magnitude.

The fiscal year 2012 President’s budget request of $12.5 billion
is what we need to reduce our remaining backlogs and to increase
our deficit-reducing program integrity work. But, achieving that
performance depends on receiving the President’s budget request in
fiscal year 2011.

Because of the uncertainty of our budget and the length of the
continuing resolution, I've already had to make choices that will
begin to erode service. I cut back on hiring, last July, and have con-
tinued to scale back on hiring and other areas. We now expect a
net loss of 3,500 Federal and State employees this fiscal year. Most
of these employees work in offices across the Nation, and they will
not leave those offices uniformly. Some offices are already under-
staffed. Our employees continue to serve the public as best they
can, but they are disappointed about the prospect of watching what
we have worked so hard to achieve potentially slip away.

I regret that we may not be able to keep our commitments to the
American people because we do not have the necessary support to
move forward. Millions of people we serve cannot afford to wait.
People with disabilities lose their homes, medical coverage, and
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diglrllity. That outcome does not serve Americans or the economy
well.

In addition to other cuts we’ve made, we are discontinuing serv-
ice at over 300 remote sites and are considering field office consoli-
dations. We will not open eight needed hearing offices, and we will
not be able to staff the new Jackson, Tennessee, Teleservice Center
this year and maybe not next year or in future years. We're sus-
pending printing and mailing of annual earnings statements, which
will save about %70 million annually.

If you look at what we have accomplished in just 4 years, you’ll
see that we are a good investment. With adequate and timely re-
sources and the superb efforts of our employees, we deliver on our
promises. Nevertheless, we cannot eliminate our disability back-
logs, provide accurate and responsible service, and meet our stew-
ardship duties, unless Congress provides us with the resources to
do the job. Suddenly reduced funding halfway through the fiscal
year could eliminate most of the progress that we have made.

I'm happy to answer any questions that you may have.

PREPARED STATEMENT

Senator HARKIN. Mr. Astrue, thank you very much for a very
concise statement. I know you have a longer statement, which I
went over the other evening, and it will be made a part of the
record, as I said, in its entirety.

I thank you for

Commissioner ASTRUE. Thank you, Mr. Chairman.

Senator HARKIN [continuing]. Summing it up.

[The statement follows:]

PREPARED STATEMENT OF MICHAEL J. ASTRUE

Chairman Harkin, Ranking Member Shelby, and Members of the Subcommittee:
Thank you for the opportunity to discuss the President’s fiscal year 2012 budget re-
quest for the Social Security Administration.

For over 75 years, Social Security has touched the lives of virtually every Amer-
ican, whether it is after the loss of a loved one, at the onset of disability, or during
the transition from work to retirement. Our programs provide a safety net for the
public and contribute to the increased financial security for the elderly and disabled.
Each month, we pay more than $60 billion in benefits to almost 60 million bene-
ficiaries. These benefits not only provide a lifeline to our beneficiaries and their fam-
ilies, but also are vital to the Nation’s economy.

Americans request a staggering amount of service from our agency. We respond
to their needs through a network of 1,500 offices that provide service to local com-
munities across the country. Nearly all of our employees work in these local offices
where they do a wide range of work including issuing Social Security cards, han-
dling applications for benefits, maintaining workers’ earnings records and the accu-
racy of our benefit records, deciding appeals, answering our 800 number, and assist-
ing with Medicare.

In fiscal year 2010 we:

—Completed 4.7 million retirement and survivors claims;

—Completed 3.2 million initial disability claims;

—Served 45.4 million field office visitors;

—Completed over 67 million transactions over the telephone;

—Verified over 1 billion Social Security numbers;

—Issued 17.2 million new and replacement Social Security cards;

—Conducted 325,000 full medical continuing disability reviews (CDRs) and

312,000 work CDRs;

—Completed 2.5 million Supplemental Security Income (SSI) non-disability rede-

terminations;

—Paid $1.4 billion in attorney fees;

—Completed 738,000 hearings;
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—Defended 12,000 new Federal court cases;

—Facilitated over 1,500 data exchanges with Federal, State, local and foreign gov-

ernment entities as well as some private sector companies;

—Oversaw approximately 5.6 million representative payees;

—Completed 240 million earnings items for crediting to workers’ earnings records;

and

—Mailed out 152 million Social Security statements.

We have a long-standing and well-deserved reputation as a “can-do” agency. De-
spite years of underfunding, our hard-working and dedicated employees have done
their utmost to maintain the level of service that the American people expect and
deserve. We have been innovative and proactive in adopting strategies to allow us
to meet the challenges we face. To the extent resources allowed, we have hired and
trained staff to handle our increased workloads, and we have used technology to
complement our traditional work processes and make them more efficient.

In retrospect, our remarkable successes planted the seeds for many of our current
challenges. Congress, confident that those successes coupled with our “can do” atti-
tude meant that we could always find ways to adapt, appropriated less than the
President requested each year from 1992-2007. At the same time, requests for our
core services rose as the population grew and baby boomers aged, passing through
their most disability-prone years before retiring. Even with this new and unavoid-
able demand, we managed to maintain our high service levels for some time.

Inevitably, though, we could no longer hold out. Unprecedented workloads com-
bined with declining budgets damaged our service delivery. We could not keep up
even with a long string of employee productivity increases. Throughout most of the
past decade, the amount of program integrity work our employees could keep up
with while handling other priority work dropped dramatically, even though we know
that program integrity work saves the taxpayer about $10 for each dollar spent. The
time claimants waited for disability hearings rose to an average of 800-900 days
in many cities, and some claimants waited as long as 1,400 days. Waiting times for
in-person and telephone service increased, as did the public’s and Congress’s frus-
tration with us.

RECENT ACCOMPLISHMENTS

In the last 3 years, we have demonstrated the nexus between adequate funding
and our ability to deliver—the Congress increased our funding, and we made real
and measurable progress. We reversed many negative trends, most notably with the
hearings backlog, and significantly improved service and stewardship efforts. We
made these improvements even though we have had to absorb huge unexpected in-
creases in workloads due to the worst economic downturn since the Great Depres-
sion.

When I became Commissioner, the Congress made it clear that I had to reduce
the amount of time it takes a claimant to receive a hearing decision. I recognized
their concerns and committed to eliminating the hearings backlog. Although we
have many pressing workloads, we have never wavered from this top priority, dem-
onstrating what it means to be a results-driven organization.

With your help, we attacked the backlog and made incredible progress in the last
4 years. We have cut the national average time claimants wait for a hearing deci-
sion by one-third, from an all-time high of nearly 18 months in August 2008 to ex-
actly 1 year in February 2011. We have made the most progress in offices that had
the largest backlogs. For example, the Atlanta offices had some of the longest wait
times in the country. In the summer of 2007, the Atlanta Downtown office had an
average waiting time of 1,020 days, and the Atlanta North office averaged about 900
days. By January 2011, we reduced the wait in the Atlanta Downtown office to 297
days, a 70 percent reduction, and to 307 days in the Atlanta North office, a two-
thirds reduction.

During this time, we focused on the most urgent part of the backlog—the oldest,
most complex cases. In 2007, we had claimants who waited for a hearing decision
for as long as a staggering 1,400 days. Since 2007, we have decided over a half mil-
lion of the oldest cases. By the end of fiscal year 2010, we had virtually no cases
pending for more than 825 days. This year we are focusing on the cases that are
775 days or older, and through January 2011, we have decided over 60 percent of
these cases.

We expect that once we eliminate the backlog, we will be able to decide hearings
in an average of 270 days. In 2007, 50 percent of the pending hearing requests were
older than 270 days. Today, about 30 percent of our cases are over 270 days, and
that percentage continues to drop.
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Another indicator of our progress is the number of our administrative law judges
(ALJ) who are on pace to meet our productivity expectation to decide between 500—
700 cases each year. When we established the expectation in late 2007, only 47 per-
cent of the ALJs were achieving it. By the end of fiscal year 2010, 74 percent of
the ALJs met the expectation.

We have made considerable progress, despite the significant increase in disability
claims. More disability applications result in more appeals. Last year, we received
nearly 100,000 more hearing requests than we received in fiscal year 2009. This
trend of increasing claims has continued. In our highest month for hearing requests
last year, we received approximately 73,800 requests. This year, that number rose
to a record monthly high of about 82,000.

In fiscal year 2010, we handled more than 3,161,000 initial disability claims—a
record number that is 300,000 more than the year before. Even with this huge in-
crease in determinations, we could not keep up with the number of disability claims
we received. The number of pending initial disability cases rose to over 842,000. We
have begun working this number down, and as of February 2011, we have reduced
the pending claims to 774,000.

The State disability determination services (DDS), the State agencies that make
initial disability decisions for us, are not sacrificing quality to gain productivity. The
DDSs have steadily increased the accuracy of their decisions since fiscal year 2007.
In fiscal year 2010, the DDSs achieved an accuracy rate of 98.1 percent, the highest
level in over a decade.

These accomplishments are particularly remarkable considering the unjustifi-
able—because we fully fund this work—furloughs of disability determination serv-
ices employees in many States.

To help States with mounting disability claims, we created Extended Service
Teams (EST) modeled after our successful National Hearing Centers. The ESTs are
located in State DDSs that have a history of good quality and high productivity.
These centralized DDS teams are helping us reduce the initial claims backlog as we
electronically shift claims to them from the hardest hit DDSs. We have also ex-
panded our Federal capacity to decide disability claims. We currently have 12 Fed-
eral units that assist those DDSs most adversely affected by the increase in initial
claims.

Identifying and paying eligible claimants early in the disability process clearly
benefits those with severe disabilities and helps our backlog reduction efforts. In fis-
cal year 2010, we used our fast-track initiatives, Compassionate Allowances and
Quick Disability Determinations, to issue favorable disability determinations to over
100,000 disability claimants within 20 days of filing. We implemented these initia-
tives while maintaining a very high accuracy rate.

In fiscal year 2011, we implemented a new regulation to allow disability exam-
iners to make fully favorable determinations for claimants with the most severe dis-
abilities without consulting a medical professional. This change allows us to decide
claims even faster.

Last year, more than 45 million people, a record number, visited our field offices
across the Nation. Despite the increased number of visitors, we reduced wait times
in our field offices more than 10 percent from fiscal year 2009.

We completed more than 67 million transactions over the telephone—another
record number. Callers to our national 800-teleservice centers had the shortest wait
time and lowest busy signal rates since we began measuring these services over a
decade ago. In the last 2 years, we cut our busy rate by more than half, from 10
percent in fiscal year 2008 to 4.6 percent in fiscal year 2010. We also reduced the
time spent waiting for an agent by over 37 percent, from 326 seconds in fiscal year
2008 to 203 seconds in fiscal year 2010.

Our online applications have been indispensible in helping us keep up with the
enormous growth in retirement claims. For that reason, we made it easier to file
disability claims online. In January 2010, we released a streamlined disability re-
port, which we use to collect information about a claimant’s disability. This user-
friendly report allows a claimant to complete an application more quickly and im-
proves the quality of the information we receive.

We continue to expand and improve our online offerings. In March 2010, we intro-
duced an online Medicare-only application. In July 2010, we introduced our Life Ex-
pectancy calculator, which helps people decide when to start collecting retirement
benefits. In December 2010, we launched a Spanish version of the Retirement Esti-
mator—the first non-English interactive online application in the Federal Govern-
ment. We have the three best electronic services in the Federal Government, as
measured by the University of Michigan public satisfaction survey. Our Spanish-
language retirement estimator is on track to become the fourth. These easy-to-use
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online tools encouraged 37 percent of retirees and 27 percent of disability claimants
to file online in fiscal year 2010.

We have increased our program integrity work, which saves taxpayers dollars. In
fiscal year 2010, we completed over 700,000 more SSI nondisability redetermina-
tions than in fiscal year 2009. Completing more of this important stewardship work,
helps us increase the payment accuracy in the SSI program.

Our employees deserve the credit for these successes. From fiscal year 2007 to fis-
cal year 2010, their productivity increased by an astounding average of nearly 4 per-
cent per year. I am privileged to lead a workforce dedicated to the highest standards
of public service. Despite the pressures that increased workloads bring, our employ-
ees understand how important our mission is, voting us one of the top ten best
places to work in the Federal Government for the third consecutive year.

We are proud of the hard-earned progress we have made over the past 3 years.
However, demographics, rising workloads, and heightened fiscal austerity will
threaten our recent achievements and make further progress at this level unlikely.

EFFECTS OF CONTINUING RESOLUTIONS

We understand the economic reality that is driving budget decisions. I have
looked for and found ways to cut back. We have trimmed non-essential travel, train-
ing, and even systems enhancements. By far the largest part of our budget funds
payroll. Eighty percent of our employees work in local offices across the Nation. I
have even cut this critical area—the people we all depend on to get the work done—
by freezing hiring and offering early out.

Beyond payroll costs, most of our remaining costs are mandatory expenses to
maintain our operations. For example, we must pay rent and maintenance on the
1,500 facilities we occupy; we must pay postage on more than 390 million notices
we send annually; we must pay for medical and vocational evidence and expertise;
and we must pay for armed guards in our offices to protect our employees and the
public. Unfortunately, these guards are particularly vital now given the increase in
threats against our employees.

A theoretically level-funded continuing resolution does not consider that our costs
do not remain flat—we have to absorb mandatory cost increases with last year’s
funding level. In addition, the $350 million Recovery Act funding we used in fiscal
year 2010 to handle claims was not included in our continuing resolution level. Be-
tween having to cover mandatory cost increases and not having Recovery Act fund-
ing, we are operating at a significant loss over last year.

In this modern era, we are completely dependent on information technology. Not
only do we need stable and robust systems to handle our day-to-day work, tech-
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nology makes us more efficient. Unfortunately, under a continuing resolution, our
information technology (IT) funds are severely constrained. Many of our investments
in technology to improve our productivity have been curtailed. If the continuing res-
olution reduces our funding further, or the funding reduction continues into future
years, our ability to continue keeping our technology environment operating smooth-
ly will be threatened.

Our technology to this point has enabled us to implement work processes that are
less costly, more accurate, and require fewer employees to accomplish the same
amount of work. Without our current investments, we would not have been able to
keep pace with the recent increases in claims. We would not have realized the in-
creases in productivity that have enabled us to serve the public as we have. IT in-
vestments are critical if we are to continue to improve productivity and achieve our
performance targets. We must maintain and invest in technology.

Because of the uncertainty of our budget and the length of the continuing resolu-
tion, I have had to make choices that will begin to erode service. Our employees
continue to churn out work, but they are disappointed and are becoming demor-
alized about the prospect of watching what they have worked so hard to achieve slip
away. I regret that we may not be able to keep our commitments to the American
people because we do not have the necessary funding to continue moving forward.

Our employees come face-to-face with the public every day, and they are acutely
aware of how the public will suffer. As I mentioned earlier, there is a direct nexus
between our funding and our service level. We want to prepare you for what a deep
cut would mean. Our backlogs will skyrocket, and people will wait considerably
longer to receive decisions. As our backlogs grow, it will become more difficult, ex-
pensive, and time-consuming for us to eliminate them. Waiting times in field offices
and on our 800-number will increase dramatically. Deep cuts will cause billions of
dollars of payment errors that will take years to address, hardly a wise use of tax-
payers’ dollars. Even if we have specific funding for program integrity work, we
need the people to do that work plus all of their other fundamental responsibilities.

A full-year continuing resolution will require us to put on the brakes, reversing
the tremendous progress we have made in the last few years. Common sense dic-
tates that we need enough skilled employees to handle mounting workloads. A con-
tinued hiring freeze means we will lose about 2,500 Federal employees and 1,000
DDS State employees this year. Our field employees will not leave the agency uni-
formly. Attrition is random, leaving some offices seriously understaffed.

While we regret the resulting loss in service, we have tried to prepare for the con-
tinuing resolution. In July, we instituted a full hiring freeze for all headquarters
and regional office staff, and then we further restricted hiring to allow only those
components critical to the backlog reduction effort to replace staffing losses. Under
a continuing resolution, we will continue—and likely expand—the hiring freeze. We
will reduce or eliminate, overtime, which our front line employees depend on to keep
up with their work.

We have decided not to open eight needed hearing offices, and we will not have
staff to open our new Jackson, Tennessee Teleservice Center this year, and perhaps
not even next year. We are discontinuing service in over 300 remote service sites
throughout the United States. Most of these sites are “contact stations” housed in
locations like libraries, senior centers, or other facilities where a Social Security em-
ployee travels, typically once or twice a month, to take applications for Social Secu-
rity cards or benefits, as well as answer questions. We have also begun looking at
field office consolidation where that decision makes fiscal sense.

Each year we send Social Security Statements to non-beneficiaries who are over
age 25. These annual Statements cost us approximately $70 million each year to
print and mail. In order to conserve funds, we will suspend the current contract and
stop sending out these Statements. Individuals contemplating retirement can get
real-time information about the amount of their benefits on our highly regarded Re-
tirement Estimator, available on-line at www.socialsecurity.gov. Field offices may
also provide Statement data. After we negotiate a new contract, we will send State-
ments only to people age 60 and over and people under age 60 upon request. We
also are working on making the Statements available online.

ONGOING FUNDING—FISCAL YEARS 2011 AND 2012

The President’s fiscal year 2012 budget request includes $12.522 billion for our
fiscal year 2012 LAE account. This level of funding will allow us to maintain staff-
ing in our front-line components, fund ongoing activities, and cover our inflationary
increases. It will allow us to reduce our hearings and initial disability claims back-
logs and to continue to reverse the decline in our program integrity work. Our fiscal
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year 2012 request is a very modest increase from our fiscal year 2011 request; the
increase of $143 million is primarily to fund additional program integrity efforts.

However, this level of funding will be sufficient to meet these goals only if we re-
ceive the full amount that the President requested for fiscal year 2011. While full
funding of the President’s budget request will allow us to build on the tremendous
progress we achieved over the past few years, it will not allow us to keep up with
some of the important, statutorily mandated, and less visible work we do, such as
representative payee accountings and benefit recomputations.

Even with full funding, we will not have sufficient resources to do all that you
and America expects us to do. Accordingly, we will use our fiscal year 2011 and
2012 funding to focus on our three priorities.

—Continuing to reduce the disability backlogs;

—Improving service to the public; and

—Saving taxpayer dollars.

We will continue to operate very efficiently, holding administrative costs in fiscal
year 2012 to just 1.6 percent of benefit payments.

CONTINUING TO REDUCE THE DISABILITY BACKLOGS

Hearings Backlog.—Eliminating the hearings backlog continues to be our number
one priority, and we have made real and measurable progress in reducing both the
number of pending hearings and the amount of time a claimant must wait for a
hearing decision.

In fiscal year 2012, with full funding of both the fiscal year 2011 and 2012 Presi-
dent’s budget requests, we will continue our progress toward our goal of eliminating
the hearings backlog in 2013. Resources permitting, we plan to hire an additional
130 ALJs in late fiscal year 2011—particularly if hearing requests remain so high—
to ensure that we can meet our commitment to eliminate the hearings backlog by
the end of fiscal year 2013. We expect to complete a record number of hearings—
over 800,000 in fiscal years 2011 and 2012, which is more than double the number
we handled 10 years ago.

We continue to focus on eliminating our oldest cases. In fiscal year 2011, we are
targeting the 106,715 cases that will be 775 days or older by the end of the year.
In fiscal year 2012, we will lower our threshold to 725 days.

While we have made significant progress, people still wait too long. That wait has
very real implications—many people with disabilities lose their homes, medical cov-
erage, and dignity while waiting for a decision on a hearing. We want to maintain
our momentum and eventually restore an appropriate level of service. Without the
President’s budget, it is highly likely that we will miss our goal of eliminating our
hearings backlog in 2013. If that happens, gains that we have achieved in prior
years will vanish.
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Initial Claims Backlog.—We remain committed to returning our initial disability
claims pending to its pre-recession level by 2014. However, in order to meet this
commitment, we will need sustained, adequate funding.

Another significant obstacle to tackling this backlog is the decisions by a number
of States to furlough federally paid State employees who make our disability deter-
minations. To address that problem, in July 2010, we submitted a legislative pro-
posal to Congress that would prohibit States, without our prior authorization, from
reducing the number of State personnel who make disability determinations for So-
cial Security. I look forward to working with you on this important issue.

If we receive full funding, we estimate we will complete 3,409,000 disability
claims in fiscal year 2011, and 3,268,000 in fiscal year 2012. We have several initia-
tives planned and underway to help us achieve our goal.

We are dedicated to fast-tracking disability claims that obviously meet our dis-
ability standards and to providing decisions within 20 days of filing. With the effec-
tive use of screening tools, expanded technology, and electronic services, we have in-
creased our ability to identify and quickly complete cases that we are likely to ap-
prove. We continue to refine our methods for identifying these cases so we can in-
crease the number of fast-tracked claims while maintaining accuracy. We plan to
increase the number of fast-tracked claims to 5.5 percent of all new claims filed in
fiscal year 2012.

IMPROVING SERVICE TO THE PUBLIC

The availability of online services is vital to good and efficient public service. In-
creasingly, the public expects to have the option to conduct business over the Inter-
net at their convenience and at their own pace. Even though our employees continue
to review online benefit applications and contact applicants to resolve questions or
discrepancies, these online services reduce the average time our employees spend
completing claims, giving them additional time to address more complex issues.

We plan to continue to expand and improve our online services. We plan to imple-
ment a new, even more secure authentication process to provide a safe environment
for people who are interested in conducting additional business with us online. This
protocol will be the gateway to allow the public to access their personal information
online. We are also working on an initiative that may provide access to a variety
of personalized online services, such as verifying earnings history, receiving notices,
and requesting certain routine actions.
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Investing in online services is critical for providing better and more efficient serv-
ice to the public. We will only be able to meet our budget commitments if we con-
tinue to see growth in our online applications. In fiscal year 2011, we plan to imple-
ment a shorter online application for cases in which a claimant alleges a Compas-
sionate Allowance condition. In fiscal year 2012, we expect that 50 percent of all
retirement applications and 38 percent of all disability applications will be filed on-
line.

Because calling our 800-number continues to be the option the public chooses
most frequently to access our services, we are committed to improving our telephone
service. In fiscal year 2010, we awarded a contract to replace our 800-number tele-
communications infrastructure. The new system will include state-of-the-art fea-
tures such as providing immediate telephone assistance to people who visit our
website. It will also allow us to redesign our call flow to eliminate lengthy naviga-
tion menus that are frustrating to the public. We plan to implement these and other
enhancements in fiscal year 2011 and fiscal year 2012.

We also recognize the importance of improving our field office service. Despite a
record number of visitors, we reduced wait times in our field offices for those with-
out an appointment from 23.3 minutes in fiscal year 2009 to 20.7 minutes in fiscal
year 2010. We will continue improving our field office service in fiscal year 2011
with Social Security Television (SSTV). SSTV broadcasts to our reception areas in-
formation about our programs and services, such as what documents visitors need
to apply for benefits or to request a Social Security card. It saves the public and
our staff time.

We are improving field office telephone service by continuing to replace obsolete
telephone systems in all of our field offices. Nearly 70 percent of our field offices
have the new system, and we are on schedule to complete the rollout in 2012, al-
though abrupt budget cuts may slow that rollout. The new system reduces operating
costs and replaces increasingly unreliable outdated telephone systems. It also will
allow us to improve both service and efficiency. For example, with the new system,
we will be able to implement a Dynamic Forward-On-Busy feature, which will offer
field office callers who would otherwise get a busy signal the option of being trans-
ferred to our 800-number during non-peak times.

Video service can provide an efficient and innovative way to provide Social Secu-
rity services to the public. For example, we negotiated an agreement with the Wal-
ter Reed Army Medical Center to install onsite video service delivery equipment
that connects hospitalized military service members with Social Security claims rep-
resentatives to apply for disability benefits. Video service allows our offices to link
together to provide help to busy or understaffed offices. With adequate funding, we
can continue to expand our use of video services to reach our customers in remote
sites such as American Indian Tribal centers, local community centers, senior cen-
ters, hospitals, and homeless shelters, and end the inefficiency of traveling to re-
mote sites on a regular basis.

SAVING TAXPAYER DOLLARS

We continue to find better ways to conduct our business. We are committed to
minimizing improper payments and protecting program dollars from waste, fraud,
and abuse. We pay over $60 billion in benefits each month and have a duty to pro-
tect taxpayer dollars. We invested $758 million toward our program integrity efforts
in (fiiscal year 2010, and our budgets propose to invest even more in fiscal years 2011
and 2012.

We have many stewardship activities that are critical to helping us prevent and
detect improper payments. These include our program integrity reviews, our initia-
tives to reduce improper payments, and our joint Cooperative Disability Investiga-
tions effort with our OIG.

We have two types of program integrity reviews for which we receive special fund-
ing: CDRs, which are periodic reevaluations to determine if beneficiaries are still
disabled, and SSI redeterminations, which are periodic reviews of non-medical fac-
tors of SSI eligibility, such as income and resources. We estimate that every dollar
spent on CDRs yields at least $10 in lifetime program savings. Every dollar spent
on SSI redeterminations yields more than $7 in program savings over 10 years, in-
cluding savings accruing to Medicaid.

For many years, we had to cut back on these reviews due to inadequate funding.
However, with your support, we have been able to increase the number of program
integrity reviews we complete, saving billions of program dollars. In fiscal year
2012, we plan to conduct 592,000 full medical CDRs, up from the 360,000 we plan
to conduct this fiscal year. We also plan to conduct 2.6 million redeterminations, up
from an estimated 2.4 million in fiscal year 2011.
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The fiscal year 2012 President’s budget includes a legislative proposal to require
employers to report wages quarterly. Increasing the frequency of wage reporting
would improve program integrity for a range of programs by generating more timely
information for retrospective checking and quality control.
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We have several initiatives underway to reduce improper payments. In fiscal year
2009, over 99 percent of all OASDI payments were free of payment error. Our SSI
payment accuracy is improving, but it is still not acceptable. In fiscal year 2009,
91.6 percent of all SSI payments were free of overpayments, while 98.4 percent of
all SSI payments were free of underpayments.

To help improve our SSI accuracy rate, we have developed several program initia-
‘pivois cfhat are both cost-effective and prevent or minimize improper payments. These
include:

—Access to Financial Institutions (AFI).—In 2004, we began piloting AFI, which
runs data matches with financial institutions that allow us to quickly and easily
identify assets of SSI applicants and recipients that exceed the statutory limits.
In November 2007, we expanded AFI to California. Currently, 25 States use
AFI, and we expect to complete our rollout by the end of fiscal year 2011. Once
we have fully implemented AFI, we project roughly $900 million in lifetime pro-
gram savings for each year that we use the fully implemented process. We are
working with other agencies to see if they would benefit from this initiative.

—Telephone Wage Reporting.—Wages earned by SSI recipients can affect their
payment amounts. We do not always receive reports of income timely; in fact,
this is a major cause of SSI improper payments. Using our SSI Telephone Wage
Reporting System (SSITWR), recipients can call a dedicated toll-free number to
report their wages via a voice recognition system. In fiscal year 2010, we re-
ceived over 331,000 calls to our SSITWR. These reports generally require no ad-
ditional evidence, which saves time in our field offices. Wages reported using
this method are 92.2 percent accurate, compared to the 75.5 percent dollar accu-
racy of wages reported through traditional means. Based on the positive results
of electronic reporting in the SSI program, we are planning to expand telephone
wage reporting to Social Security disability beneficiaries.

With adequate funding, we plan to continue to modernize our information tech-
nology infrastructure. If our systems are down, we cannot function. We must con-
tinue to provide service that is more efficient, continually refresh our technology be-
fore it becomes obsolete, and ensure that we can continue to protect our data from
security threats.

We will expand our use of Health Information Technology (HIT). This promising
technology has reduced the amount of time it takes for us to obtain medical records,
which in turn decreases the time it takes to complete a disability claim. In fiscal
year 2010, we funded technological support for a number of healthcare providers to
send us medical records electronically.

DISABILITY WORK INCENTIVES SIMPLIFICATION PILOT (WISP)

The fiscal year 2010 President’s budget request proposes a 5-year reauthorization
of our section 234 demonstration authority for the DI program, which would allow
us to test program innovations. One such innovation is the WISP program, which
would provide beneficiaries with a simple set of work rules and would no longer ter-
minate benefits based solely on earnings. Many DI beneficiaries want to return to
work but they do not attempt to because they are worried about losing monthly ben-
efits and health insurance if their work attempt fails. Additionally, the current work
incentive rules are complex and can sometimes result in large overpayments.

WISP is intended to address these concerns by replacing complex rules with a
clear, simple, unified process that is both easier to understand and easier to admin-
ister. Work would no longer be a reason for terminating DI benefits. We would con-
tinue to pay cash benefits for any month in which earnings were below our estab-
lished threshold, but would suspend benefits for any month in which earnings were
above the threshold. A beneficiary would maintain an attachment to DI and Medi-
care as long as the disabling impairment continues.

Testing WISP under rigorous evaluation protocols would allow us to analyze the
effects of these changes on the behavior of beneficiaries and potential applicants
across the country.

CONCLUSION

I am proud that we have significantly improved the service we deliver to the
American people. Without the additional funding Congress provided to us since fis-
cal year 2008, Americans would wait significantly longer to receive decisions on
their claims, speak to a representative in our field offices or on the phone, and have
their cases heard by an ALdJ.

While we hope that the worst of the economic downturn is behind us, unemploy-
ment is predicted to remain high. Since high unemployment rates usually result in
more benefit applications, we expect the number of new claims, particularly for dis-
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ability, will continue to remain high. These additional claims will ultimately result
in more hearing requests.

We have made great progress for the American public, but it will be jeopardized
without full funding of the President’s fiscal year 2011 and 2012 budget requests
of $12.379 billion and $12.522 billion, respectively. The American people are still
struggling through the economic crisis. We cannot allow our services to deteriorate.
A reduction in our funding at this time would reverse the progress we have made
over the last few years. Millions of deserving Americans count on us, and we need
your continued support to provide the service they expect and deserve.

ADMINISTRATIVE FUNDING FOR SOCIAL SECURITY

Senator HARKIN. So, we’ll begin a round of 5-minute questions.

First, I just want to reiterate, for everyone here, we're here today
to discuss administrative funding for Social Security. Issues con-
cerning the solvency of the program are not in the purview of this
subcommittee. I will be limiting my questions to the very important
topic at hand that will impact millions of Americans this year, and
I ask my fellow subcommittee members to do the same. Debates on
solvency and what needs to be done to “fix” Social Security stuff,
that’s—as I said, that’s not in the purview of this subcommittee.
What’s in the purview is the funding for the administration of the
program, and how that program operates with that funding.

ANNUAL EARNINGS STATEMENTS

So, Commissioner Astrue, just a couple things. One, you said
you're suspending printing and mailing of the annual earning
statements. Is this the statement that people get every year that
says, “Here’s how much you have put in and here’s what you can
expect to get”

Commissioner ASTRUE. Yes.

Senator HARKIN [continuing].“When you retire”?

Commissioner ASTRUE. Yes, it is, Mr. Chairman.

Senator HARKIN. One of the things that, when Social Security
started doing this—I don’t know how long ago Social Security start-
ed doing this, but——

Commissioner ASTRUE. We started doing this, on a pilot basis,
when I was with the agency the last time. So, it would be more or
less around 1987——

Senator HARKIN. Somewhere in there.

Commissioner ASTRUE. Mr. Chairman.

Senator HARKIN. Since then, what’s happened—correct me if I'm
wrong—is that people get these statements and they then have a
better idea if they need to save more or put more in some other
retirement account or something, because they’ll know what their
Social Security is going to be. And now they’re not going to have
that information?

Commissioner ASTRUE. Well, they will substantially have that in-
formation in a different form, Mr. Chairman. So, one of the things
that we have done on my watch is that almost all Americans can
go online now and get an estimate of their retirement earnings.
And it’s very accurate. What they used to do with the old printed
statement is take their 35 years, type those into an online program
that was not very accurate, and try to get the same information.
So, for the vast majority of Americans, they can now get what
they’re really looking for, much more accurately.
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What we were planning on talking to the Congress about in the
next 6 months, we think that we are close to being able provide the
earning statement information online. We do not know for sure yet.
It’s primarily a question of authentication, and we'’re still working
on that. So, we are in the process of canceling the contract, which
is very expensive. We think, in the next 6 months, we’ll be able to
make a decision whether we're going to be able to provide that in-
formation safely and efficiently online, or whether we have to re-
vert to the old way of doing things. But, in the meantime, it
seemed like it made sense; given the tradeoffs of all the things that
we’re supposed to do that we can’t do efficiently, that this is one
of the things that it made sense to take a pause in doing.

PROGRAM INTEGRITY

Senator HARKIN. I understand. Very good.

About program integrity: As you say, the continuing disability re-
views save about $10 for every $1 spent. Redeterminations save
about $7 for every $1 spent. What are the long-term budget impli-
cations of cutting administrative funding for these today, if we do
cut them?

Commissioner ASTRUE. Well, I think the key part of the issue,
Mr. Chairman, is that even if we continue the same level of pro-
gram integrity work—and with all the stresses of the agency, you’ll
note my commitment to program integrity work, because that had
dropped steadily with the administrative funding cuts in the begin-
ning of the decade. And they've gone up, year by year, on my
watch, although we’re not back to where we really should be in
order to protect the trust funds appropriately.

But, the issue really is, we are going to make a lot more mis-
takes that cost the trust fund money if we’re not handling the cases
upfront correctly. And what’s going to happen if we have sudden
and severe cuts is, the level of error will increase dramatically, and
we’ll need more staff, and it will take a lot of time, and it will not
be a complete recovery effort, to try to fix that after the fact. As
with most things in life, it’s better to do it correctly upfront than
try to fix the problems after the fact.

DISABILITY WAITING TIMES

Senator HARKIN. Last—I've only got a few seconds left; I'll ask
my last question. And that has to do with the amount of time that
you have reduced. On your watch, you've reduced the——

Commissioner ASTRUE. Yes.

Senator HARKIN [continuing]. The waiting time considerably. I
congratulate you on that. That’s great leadership. And so, I've said
this to some people, but “Well, okay, then the time will go back up
again, for people to get their disability claims.” And, quite frankly,
some people have said, “Well, you know, so what? So, they have to
wait another half a year or year. So what?” Well, what’s the re-
sponse on that?

Commissioner ASTRUE. Well, you know, my response is, I've been
through this, personally. Very unexpectedly in 1985, I had to file
for disability for my father. And I think that a lot of people who
say things like that just don’t appreciate what it’s like to be in that
position and how important—even with the 5-month waiting period
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for benefits and the 24-month waiting period for medical benefits—
how important it is for the family, for financial planning, to know
what’s going to be available when. And I think anyone who’s been
through the process can’t possibly say, “Well, another year, another
2 years, is just fine.”

Senator HARKIN. Thank you very much, Commissioner.

Senator Shelby.

RECOVERY ACT FUNDING FOR SSA

Senator SHELBY. Thank you, Mr. Chairman.

I'm a little baffled by the assumptions made by the Social Secu-
rity Administration, in your testimony, with regard to fiscal year
2011 and 2012 budgets. You state, and I'll quote, “The $350 million
Recovery Act funding we used in fiscal year 2010 to handle claims
was not included in our continuing resolution level. Between hav-
ing to recover mandatory cost increases and not having Recovery
Act funding, we'’re operating at a significant loss over last year.”

It’s my understanding that the Social Security Administration re-
ceived $500 million in the stimulus bill to address workload proc-
essing. These were onetime funds that should not, I believe, be con-
sidered in addition to the administration’s baseline. The 2012 budg-
et request is 9.4 percent higher than 2010. This significant request
for additional resources comes, of course, in an austere economic
environment, where we should not be looking at how to throw
money at a problem, but to work smarter.

Instead of spending onetime stimulus funding on personnel, I be-
lieve the Social Security Administration should have been looking
at ways to streamline the claims process. Maybe you have. The So-
cial Security Administration’s use of one-time funds to build new
personnel into its baseline, I think is a dangerous mismanagement
of Federal funds. Using one-time Recovery Act money, your agency
hired 2,405 employees—more employees—to lower the disability
backlog. Your own numbers show initial disability receipts and
hearing receipts will start to decline in 2012.

Why did you choose a long-term costly hiring strategy for a
short-term problem?

Commissioner ASTRUE. Well, Mr.——

Senator SHELBY. At least that’s the way it looks to me.

Commissioner ASTRUE. Mr. Shelby, in large part, because that’s
what the Congress told us to do. We expressed concern to the com-
mittees, at the time, that operating funds were being put into the
Recovery Act instead of into the baseline, that there might be con-
fusion in subsequent years. But, the committees of Congress that
we talked to were quite clear that they knew that the only way to
reduce the backlog in the short-term was to address some of the
staffing issues, and said it would be adjusted—we were assured it
would be adjusted in the future years. So, we did

Senator SHELBY. Now, what does that mean, “adjusted”? You in-
clude it in

Commissioner ASTRUE. That, in future authorizations and appro-
priations, there would be a recognition that these were not one-
time capital expenditures. These people are different from a build-
ing. So, I agree with you——

Senator SHELBY. Who told you that?
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Commissioner ASTRUE. My understanding is that was Members
of the Congress and members of committee staff. I mean——

Senator SHELBY. I never heard that.

Commissioner ASTRUE [continuing]. There was no controversy at
the time that we were going out and doing that hiring. In fact, I
got quite a bit of criticism, from some individual Members, that we
were not moving fast enough on some of the hiring. But, the civil
service process, you know, is a long and difficult one. So, we did,
in my view, exactly what the Congress told us to do.

Senator SHELBY. Well, a lot of people all over America, realize
that this stimulus package, this money was—once it ran out, it was
go(rlle. I think you should have considered that. Obviously, you

idn’t.

How will you manage the additional costs, in the future, when
your payroll costs already topped $7 billion, over two-thirds of your
budget?

Commissioner ASTRUE. Well, most of our——

Senator SHELBY. How could you save money? Have you thought
about how could you save?

Commissioner ASTRUE. Oh, I get up every day——

Senator SHELBY. Sure.

Commissioner ASTRUE [continuing]. And think about how to save
money and how to make the process more efficient. But, what I
think is important for the subcommittee to understand is that, un-
like many other agencies that have discretion in terms of what
kinds of grants they give or prioritization on enforcement, we have
very little that is discretionary. Almost everything we are doing in-
volves an entitlement to the American people, where we don’t have
choice whether we do it or not.

And, at the end of the day, while we have done the best we can
to improve efficiency with information technology and things like
that, people have to do that work. And the people are very impor-
tant to that. And, as it is, we’re losing people at a disturbing rate.
We'’re losing 3,500 people this year. We're expecting, under a con-
tinuing resolution, if it extends to next year, another 4,100 people.
So, we're reducing people at an extremely fast rate.

REVERSAL RATE FOR DISABILITY DECISIONS

Senator SHELBY. I want to touch on some other stuff.

We've been told that, after being rejected by the Social Security
Administration for a disability claimant person, two-thirds of the
claimants win their appeal. With such a high overturn rate, why
are claimants not approved on initial review, if the work was done?
And, if so, it would save a lot of money, it seems to me.

Commissioner ASTRUE. Yeah. I think that’s an arithmetic confu-
sion, Mr. Shelby, because the numerator and the denominator are
not the same. So, you have to realize that, in addition to the peo-
ple—probably last year, if I remember correctly, over 1 million peo-
ple who were approved at the initial level, and there were about
1.2 million people who received an adverse decision and did not ap-
peal to the next level. And so, it’s a relatively small number of the
closer cases, as a general matter, that go up on appeal. So, the
overall number of denials going from the initial decision to an ap-
peal is actually very small.
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Senator SHELBY. And how many—number-wise, what—how
many cases are denied, then appealed nationwide, roughly, per
year?

Commissioner ASTRUE. How many are

Senator SHELBY. Yeah.

Commissioner ASTRUE. The allowance rate is down, I think, not
even a statistically significant amount. But, it’s my recollection,
and we will provide for the record page 103 of our fiscal year 2012
justification of estimates for Appropriations Committees, which
shows the flow of disability cases from the initial level all the way
to Federal court appeals.

Senator SHELBY. Okay.

[The information follows:]
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FIGURE 1. Fiscal Year 2010 Workload Data: Disability Appeals.
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Commissioner ASTRUE. It’s about 62 percent at hearing.

Senator SHELBY. And how many cases are there?

Commissioner ASTRUE. It’s about 800,000 hearings a year.

Senator SHELBY. Eight-hundred thousand—that’s a lot of cases
over the next few years.

Commissioner ASTRUE. It is a lot of cases, Mr. Shelby.

Senator SHELBY. Eight-hundred thousand cases.

Commissioner ASTRUE. And I would say, you are correct about
the importance of doing things promptly and upfront. So, one of the
things that we’ve done, in the last couple of years, is because we
have an electronic system, we can now pull out the cases that
should be the easy and automatic cases, and allow them upfront.
And that’s part of how we've increased our accuracy, which had
been flat at the first level at about 94 percent. Even with all the
influx of cases, we’'re up to about a 98-percent accuracy rate now.

COST-BENEFIT ANALYSIS OF HEARING VERSUS APPROVING A CASE
INITIALLY

Senator SHELBY. I know I’'m under a time constraint, but if you'd
just—

Commissioner ASTRUE. I'm sorry.

Senator SHELBY [continuing]. Say it for the record. Has the So-
cial Security Administration performed a cost-benefit analysis to
examine the cost of hearing a case versus approving a case ini-
tially? That is, an appeal. What—the—if someone’s got merit in
their initial claim, wouldn’t it make sense to do the work to ascer-
tain that, rather than have 800,000 cases on appeal?

Commissioner ASTRUE. Well, we’re certainly trying to do that.
And, as I said—

Senator SHELBY. Assume it’s got merit, you know? And if the ap-
peal process throws back two-thirds of the cases, there’s something
wrong.

Commissioner ASTRUE. Well, as I said, I think if we were approv-
ing a much lower percentage, then we’'d be getting the complaint
from the Congress that the odds are stacked against the claimants.
So, it is a process that has been very carefully prescribed by the
Congress, that we try to follow as closely as we can. And you have
to realize that each decision, if I remember correctly, at the hear-
ings and appeals level, in terms of net present value, is about a
quarter million dollar decision. So, these are important decisions.

And I don’t think it’s the right answer, from a trust fund point
of view, to simply give that money away at the front end of the
process. There are some cases that are very close, where reasonable
people can disagree. It’s very hard to tell with back pain, it’s very
hard to tell with depression. There are also cases up on appeal that
initially are turned down, appropriately, because theyre diseases
that get progressively worse. And, by the time they get to the ap-
peal, where we look at it fresh—it’s not like a legal appeal, where
you

Senator SHELBY. Well, I've known cases where people who have
filed for disability claims and have been denied. And, of course, to
say they’re not really that sick or they’re not that disabled, and
then they die before the appeal process. You know ’em, too.

Commissioner ASTRUE. Yes, that’'s——
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Senator SHELBY. So, I think

Commissioner ASTRUE [continuing]. That does happen.

Senator SHELBY [continuing]. What we’ve got to do is determine
the merits of cases.

Commissioner ASTRUE. Absolutely. I agree with you, Mr. Shelby.

Senator SHELBY. Thank you.

FUNDING NEED TO RUN AN EFFICIENT, EFFECTIVE SSA

Senator HARKIN. Thank you, Senator Shelby.

Senator Mikulski.

Senator MIKULSKI. Thank you, Mr. Chairman.

Mr. Administrator, I have two questions: one on what you need
to run an efficient, effective Social Security Administration; and
then the other, additional info on the impact of the continuing reso-
lution.

I believe that demography is destiny. In other words, the popu-
lation profile of the United States is predictable. We have a Census
Department that tells us who it is. And what they tell us is, the
Baby Boomer generation is here. If there are Boomers, there are
demands on the application to Social Security. You have no control
over it. Congress doesn’t have any control over it. No political party
or subgroup within a party has it. Tell me, from the standpoint of
someone who’s devoted his career to public service, what is it that
you think you need to have for fiscal year 2012. What is the num-
ber of employees you need to have, and what is it that you need
to have in the Federal budget to meet the sheer predictable popu-
lation demands, let alone economic downturns or an unexpected
event?

Commissioner ASTRUE. Sure. That’s a very fine question.

As you know, Senator Mikulski, by statute my request to the
President is disclosed to the Congress, and so that you know, the
President’s request for 2011 and 2012 was very close to my request.
And we’ve laid out in the President’s budget why we need

Senator MIKULSKI. But, for the record, what amount is it, and
what will that buy?

Commissioner ASTRUE. Well, what the President’s level would—
which is approximately $12.5 billion—would allow us to do is to
meet the ongoing service needs of the country and continue on
track to reduce the existing backlogs, not only at the hearing level,
but at the front level, because we've gotten about two-thirds of 1
million more disability cases than we originally projected a few
years ago. And we have to process that work.

EFFECTS OF CONTINUING RESOLUTION

Under the continuing resolution, staff numbers are declining
very rapidly. We are barely above the funding level where we need
to furlough. And, at that point, we start to see degradation of serv-
ice. We've been trying to hold the line as best we can. But, if we
go much further with these kinds of dramatic staff reductions, the
numbers that have been improving so well for the last 4 years

Senator MIKULSKI. Let me get

Commissioner ASTRUE [continuing]. Rapidly—

Senator MIKULSKI [continuing]. To the point.
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First of all, I'm deeply troubled by the 3,500 employees that will
be lost this year. That’s 3,500 nationwide

Commissioner ASTRUE. Yes.

Senator MIKULSKI [continuing]. Not in the headquarters, the——

Commissioner ASTRUE. Yes, that’s right.

Senator MIKULSKI [continuing]. The mother ship in Balti-
more——

Commissioner ASTRUE. Yes, that’s right.

Senator MIKULSKI [continuing]. Is that correct?

Commissioner ASTRUE. That is correct.

Senator MIKULSKI. So, that’s nationwide, and that’s in the field
offices, et cetera.

Commissioner ASTRUE. Yes. And about 80 percent of the people,
more or less, are in the field.

Senator MIKULSKI. Now, is it because people now know that
there’s both a freeze, an impending furlough, and the serious
threats of reductions in promised retirement benefits that have
been proposed in some deficit reduction plans, such as going to a
high five instead of a high three? Are people also getting ready, at
the Social Security Administration, to retire at a more increasing
rate? So, in addition to that which you need to replace employees
who leave through natural attrition, they’re going to start to bail
out?

Commissioner ASTRUE. Well, I think all those things are factors,
and significant ones. I think if you look at it from a broad perspec-
tive—because we went 14 straight years with appropriations under
the President’s request, we did not do very much hiring for a long
time. We had been an agency, at one point, of as many as 82,000
people. And we dropped, briefly—in the beginning of my watch,
when we were on a continuing resolution for 15 months, if I re-
member correctly, to under 60,000. So, we're up a little bit over
that now, but we have an older workforce; we have a lot of people
retiring, as a normal course of business. I think some of the things
that have happened with civil service are accelerating that.

But, I have to be candid with you, too; we also just gave every-
one, without exception, the ability, earlier in the year, for early out,
because we looked at the potential budget situation and, to Mr.
Shelby’s point, that the Congress is telling us that we can’t afford
those people. So——

Senator MIKULSKI. Good. Now, let me jump in. We could be head-
ed to a shutdown.

Commissioner ASTRUE. Yes.

POSSIBLE EFFECTS OF GOVERNMENT SHUTDOWN

Senator MIKULSKI. Because, I know that, in my subcommittee, in
Commerce/Justice, I can’t cut any more. And Senator Harkin must
also be facing the same stress. So, we’re heading to a showdown.

Now, much has been said about the impact on Social Security.
If there is a shutdown, will Social Security checks go out?

Commissioner ASTRUE. So, this answer

Senator MIKULSKI. And will field offices——

Commissioner ASTRUE. Sure.

Senator MIKULSKI [continuing]. Stay open, or will they be closed?
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Commissioner ASTRUE. Sure. This answer gets a little bit com-
plicated, depending on whether the Congress fails to pass a budget
at all or takes deep cuts in our budget. So, it’s a somewhat dif-
ferent answer.

But, if the answer is addressed to a shutdown, where Congress
does not pass a budget, then I think that the White House has
made what will happen clear. Mr. Carney correctly laid out that,
for most existing beneficiaries, checks will go out and they will not
see an interruption of service. If you've had a change of address,
if you're a new applicant, then we cannot pretend that we will be
able to get a timely and accurate payment out.

Senator MIKULSKI. And what about the field offices? Are they
open or closed?

Commissioner ASTRUE. Under a shutdown scenario in the Gov-
ernment, we have some latitude to keep some essential services
open, but we will be open only on a very partial basis, for certain
types of work, under a Government-wide shutdown.

Senator MIKULSKI. I think this is a very severe crisis.

Commissioner ASTRUE. I agree——

Senator MIKULSKI. And I

Commissioner ASTRUE.—with you, Senator.

Senator MIKULSKI. And, sir, I appreciate your factual and candid
response. And it’s our job to resolve the crisis. Thanks for being so
candid.

Commissioner ASTRUE. Thank you, Senator Mikulski.

Senator HARKIN. Thank you, Senator Mikulski.

Senator Reed.

Senator REED. Thank you very much, Mr. Chairman.

Thank you, Commissioner, for your testimony and for your very
professional service.

Commissioner ASTRUE. Thank you.

SSA ADMINISTRATIVE OVERHEAD

Senator REED. Just as background, sort of contrast, how would
you evaluate your overhead, including all of your personnel and
your systems, versus a comparable insurance entity in the country?

Commissioner ASTRUE. I think that we stand up against, not
only any Federal agency, but pretty much any large financial orga-
nization in the country. If I remember correctly—if I'm making a
mistake, we'll correct it for the record—about 1.6 percent, I believe,
of our budget is for administrative costs. And it’s been going down
steadily, as a percentage of cost, for a number of years. So, this is,
in my book—and I've been a CEO of publicly traded corporations,
which relatively few agency heads have—an extraordinarily effi-
cient organization. And I don’t think there’s a lot of fat left in this
organization.

Senator REED. In fact, I think is—and I'm alluding to what was
suggested by Senator Mikulski—we're reaching the point where, if
we deny effective resources to the Department, this level of effi-
ciency will be compromised——

Commissioner ASTRUE. Yes.

Senator REED [continuing]. That, at some point, you just can’t,
you know, continue to maintain this level.
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Commissioner ASTRUE. Exactly, Senator Reed—we’ve run this ex-
periment recently. So, we ran down the administrative budget for
most of this decade. And very predictable things happened: back-
logs grew, and program integrity work plummeted, at a long-term
cost to the trust fund. It is only with great difficulty that we've
been able to move the agency back in a positive direction and in-
crease the program integrity work and bring the backlogs down.

And what I would say to all of you now is, it’s your choice. We've
done everything that we know how to do. And whether we go back-
ward or whether we go forward depends on what you decide to
choose for funding for the agency.

ADEQUATE RESOURCES NEEDED FOR SSA

Senator REED. Well, I think it’s ironic—I’ll use that term—that
you—we have one of the most effective programs in the history of
this country, one of the most efficiently run programs in the history
of this country—in fact, as you suggest, from your experience as a
CEO of a private-sector country—company—much more effective
than most of the vaunted public companies. And yet, we're at the
point of disrupting it significantly, in terms of how it operates, if
we don’t provide adequate resources to you.

So, I think it’s clear that, you know, this is one of those cases—
and they’re not that frequent in any endeavor, particularly Govern-
ment—where we have to reinforce success, not undercut it. And so,
I would hope that we would reject some of the proposals—particu-
larly the House proposal, it would have significant cuts, as I under-
stand them—and support you at a time—and again, to Senator Mi-
kulski’s point—where, demographically, your burden is not going to
get lighter, it’s going to get heavier because of the people like me—
not yet, but very soon.

And I want you to be around for my 4-year-old daughter. So,
you—we—I’ve got a vested interest.

. Commissioner ASTRUE. Well, my term runs pretty soon. So, I
now

Senator REED. I know it will.

Commissioner ASTRUE [continuing]. I won’t be there personally,
but the wonderful people behind me will be there.

SERVICE CUTS DUE TO A LACK OF FUNDING

Senator REED. All right. Well, if that’s a promise.

Let me just now go down, sort of, the level—and again, suggested
by Senator Mikulski—these cuts will come, not from the D.C.,
Washington, Baltimore, metro area. Most of them are from the
local offices. We had the experience, in 2002, where adjudication of-
ficers in three of my communities in Rhode Island were consoli-
dated. You know, again, you said, “When you cut the budget every
year, you start cutting into the—you know, the efficient operation.”
They were sent up to Massachusetts. I would assume that if the
budget pressure continues to grow as is, you’ll be making those
same types of decisions.

Commissioner ASTRUE. Exactly right. We are actually moving
more work geographically around the country to take advantage of
wherever places are less busy. So, we’ve done more of that than in
the past. And, if we go into a crisis, then there’ll be more work
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moving from one State to another as we try to manage things as
best we can.

Senator REED. So, you’ll have two situations going on: reductions
in force

Commissioner ASTRUE. Right.

Senator REED [continuing]. Consolidations of offices. What that
leaves, though, is big—potentially, big service gaps. I mean——

Commissioner ASTRUE. Yes.

Senator REED [continuing]. It is a difference between a senior cit-
izen in my State getting on a bus or getting—taking their car and
driving 10 or 15 or 20 minutes to a local office and the difference
of going to Boston, literally

Commissioner ASTRUE. Yes.

Senator REED [continuing]. And with all of the—that entails.

Commissioner ASTRUE. Yes. You know, you've said it more
articulately than I could, Senator, but the only thing I would add
is, it’s already happening. We're already starting to move backward
because of the staff reductions.

Senator REED. Let me just—a final point is that we sometimes
focus on the Social Security system as one that deals with seniors.
But, you have families and children that we have to worry about.
In fact, one of the startling statistics that I've seen recently is that,
for the first time, the Great Depression, 25 percent of children in
this country are living in poverty.

Commissioner ASTRUE. Right. And

Senator REED. That’s a very, very shocking and, indeed, shame-
ful statistic

Commissioner ASTRUE. And, in fact

Senator REED [continuing]. Given this the

Commissioner ASTRUE [continuing]. If you look at——

Senator REED [continuing]. Wealthiest country.

Commissioner ASTRUE [continuing]. Where the administrative ef-
fort is spent, we would be even more efficient if we were just a re-
tirement organization; but we’re not. We will take in about 3.3 mil-
lion disability claims this year, and that’s where the vast majority
of the administrative effort goes. We’re the largest repository of
medical records in the world. Sometimes we have over 1,000 pages
of medical records we need to review. And a lot of these are very
difficult, close calls.

That is, in fact, where a lot of the administrative time is spent,
because the retirement process is pretty automatic. We try to make
it even more automatic. We've gone from 10 percent to 40 percent
of the people filing online, because we’ve improved—we’ve made it
a much more user-friendly process. And we’re trying to find the ef-
ficiencies wherever we can. But, the lion’s share of the administra-
tive effort is on the disability side. And there are just some limits
on how much of that you can automate. And we’ll have to make
a lot of those decisions.

Senator REED. And—Dbut, that has a huge impact on the quality
of life of families and children in this country

Commissioner ASTRUE. Absolutely.

Senator REED [continuing]. Particularly as we see these growing
statistics of childhood poverty. And your agency does make a dif-
ference; but if you don’t have the resources, you can’t.
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Commissioner ASTRUE. That’s right.

Senator REED. Thank you.

Senator HARKIN. Commissioner, thank you very much for your
great stewardship of a wonderful—or a wonderful part of our
American society. Thank you for your stewardship of it. We have
our work cut out for us, in terms of making sure that you can do
your job well and make sure that people who rely upon Social Secu-
rity—as Senator Reed just reminded us, not just elderly, a lot of
kids out there, too, and people with disabilities, survivors—make
sure that they can get timely help.

ADDITIONAL COMMITTEE QUESTIONS

Commissioner ASTRUE. Thank you very much, Mr. Chairman.

Thank you to everyone on the subcommittee. I appreciate this op-
portunity.

Senator HARKIN. Thanks, Commissioner.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR RICHARD C. SHELBY

Question. You are permitted to transfer unobligated regular appropriations au-
thority that is considered “not needed” to your information technology (IT) fund.
Since fiscal year 2001 you have transferred $1.3 billion out of the operational Limi-
tation on Administrative Expenses account into the IT Fund. This is at a time of
record backlogs and wait times. Why were these Limitation on Administrative Ex-
penses funds considered “not needed?” Wouldn’t this funding have been better spent
on integrity work, such as, disability and Supplemental Security Income reviews?

Answer. Our ability to transfer unobligated administrative funds to our Informa-
tion Technology Systems (ITS) account is a funding mechanism that Congress spe-
cifically authorized and that the Office of Management and Budget (OMB) manages
closely. Congress included language in our fiscal year 2001 appropriation that al-
lowed us to carry forward unobligated Limitation on Administrative Expenses (LAE)
funds to invest in ITS costs. Congress has continued to provide this authority in
every succeeding appropriations act since fiscal year 2001.

We must justify to OMB any transfer of unobligated balances to the ITS account,
and OMB must give us formal approval before we can transfer and spend any funds.
Moreover, available ITS transfer funding factors into our annual budget request.
During the budget process, we work with OMB to determine how much of our IT
needs will be covered with funding we can transfer into the ITS account, thereby
decreasing the amount of new funding we need to request in any given fiscal year.

We have a long history of sound financial management practices that avoid Anti-
Deficiency Act violations. At the beginning of each fiscal year, we put in place
spending plans to use the full budget. We develop performance targets (i.e., numbers
of completed claims, hearings, continuing disability review, redeterminations, etc.),
estimate related costs, and negotiate these estimates with OMB. We allocate these
annual resources as soon as we have an appropriation from Congress and approved
apportionments from OMB. We continually monitor our resources and reallocate
them to our highest priorities as the year progresses. We typically lapse only about
1 percent of our LAE funding each year. We do not lapse annual funding in order
to transfer it to our ITS account. Nevertheless, with the complexity of our budget,
two-thirds of which is payroll costs, a small amount of lapsed resources is unavoid-
able and often necessary to avoid an Anti-Deficiency Act violation. With nearly
80,000 Federal and State employees, even a small shift in salary or benefit costs
can create a change of millions of dollars in our administrative budget. We also
must be able to address unanticipated requirements, such as court decisions.

When we receive a budget each year, we determine the level of staff we can fund
and support in future fiscal years. Your suggestion that we could have better used
annual administrative resources to complete more program integrity work would
have required us to hire additional staff. Uncertainty about future funding makes
it difficult to predict how many employees we can support in future years, and pro-
longed continuing resolutions can delay the hiring process. We cannot make long-
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term commitments to hire employees when future budgets may not support retain-
ing them, potentially forcing us to implement furloughs or other drastic cost saving
measures.

ITS transfer authority has allowed us to make technology improvements that help
our employees work more efficiently. Our IT investments have helped us achieve av-
erage annual employee productivity increases of about 4 percent each of the last 5
years. Most of our annual ITS funding is necessary for ongoing operational costs
such as our 800 number service and our online services. It also helps us maintain
sufficient capacity to store ever-increasing amounts of data. Prior year resources
have helped us fund essential IT projects such as making our disability process fully
electronic, developing robust and user-friendly online services, and opening our sec-
ond data center. Without these IT investments, we would not have kept pace with
the recent increases in claims. If we did not have the ITS transfer authority but
still invested the same amount of resources in IT enhancements to improve em-
ployee productivity, we would have completed nearly 1 million fewer disability
claims or nearly 500,000 fewer hearings since fiscal year 2001.

Question. Today, what is the total level of funding in the so-called “IT Fund,” or
the carryover funding from previous fiscal years for information technology and tele-
communication activities? Of this amount, what level of funding did the Social Secu-
rity Administration’s fiscal year 2011 budget request state would be used in fiscal
year 20117 Is it correct that this would still leave a substantial amount of reserve
funding in the IT Fund that would not be spent in this fiscal year? What level of
funding specifically would remain in the IT Fund?

Answer. The fiscal year 2011 column of the fiscal year 2012 President’s budget
assumed that $480.4 million would be available in fiscal year 2011 to transfer to
the no-year ITS account. Of that total, our fiscal year 2012 budget assumed that
we would use $280 million in fiscal year 2011 and the remaining $200.4 million in
fiscal year 2012 for IT costs. Prior to March 2011, we had transferred $680.4 million
from previous fiscal year unobligated balances to the no-year ITS account, which
was the amount available in prior year accounts that was not needed for potential
upward adjustments to prior year obligations. On March 18, 2011, the Additional
Continuing Appropriations Amendments, 2011 (Public Law 112-6, the sixth CR for
fiscal year 2011) rescinded $200 million of the available $680.4 million. The Depart-
ment of Defense and Full-Year Continuing Appropriations Act, 2011 (Public Law
112-10, enacted on April 15, 2011) rescinded an additional $75 million.

Due to the rescissions in fiscal year 2011, we carried over only $32.5 million from
fiscal year 2011 into the no-year ITS account in fiscal year 2012. In fiscal year 2012,
we transferred $129.6 million from previous fiscal year unobligated balances to the
ITS no-year account. In total, we have $162.1 million available in the fiscal year
2012 no-year ITS account. This amount is less than the $200.4 million that we as-
sumed would be available in the fiscal year 2012 no-year ITS account.

Question. According to the Congressional Research Service, only 3 percent of bene-
ficiaries ever come off Social Security Disability Insurance (SSDI) rolls. In your tes-
timony, you discussed the pilot Work Incentives Simplification Program (WISP) that
would allow beneficiaries to return to work and continue to receive SSDI benefits
for any month in which earnings were below the established threshold. I believe it
is critical to the future of SSDI that beneficiaries who are able to work do. However,
I remain concerned that other programs put in place by the Social Security Admin-
istration to incentivize work, such as the Ticket to Work program, have been fail-
ures. How do you implement this program to ensure those who are able to work in
some capacity will do so?

Answer. Congress established the Ticket to Work (Ticket) program in 1999 to ex-
pand the universe of service providers to help beneficiaries obtain the services and
supports they need to find and maintain employment. In 2008, we made regulatory
changes to the Ticket program, which have significantly increased beneficiary and
employment network (EN) participation. Since the change, the number of active
ENs increased by nearly 50 percent and the number of beneficiaries that ENs
placed in a job increased by 319 percent from a little over 4,000 beneficiaries to over
16,895 beneficiaries.

The most important distinction between the Ticket program and the Work Incen-
tives Simplification Pilot (WISP) is that under the Ticket program, we must still
apply our complex and often confusing work incentive rules. The Social Security Act
(Act) includes a number of incentives to encourage disability beneficiaries to return
to work. In the Social Security Disability (SSDI) program, the incentives include the
trial work period (TWP) and the extended period of eligibility (EPE). In addition,
there are special rules about impairment-related work expenses, expedited rein-
statement, and medical insurance. Although we train our field office personnel to
explain the work incentives and we publish information to help people understand
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the provisions, the work incentive provisions are complex and difficult to administer
and understand. The work incentive rules are different for SSDI than they are for
Supplemental Security Income (SSI) which make the rules even more complex if a
person is entitled to both types of benefits. The goal of WISP, which we would first
pilot, is to simplify SSDI work rules to encourage beneficiaries to return to work
and reduce our administrative costs. WISP would eliminate complex rules on the
TWP and the EPE. It would also eliminate performing substantial gainful activity
as a reason to terminate SSDI benefits. If a beneficiary’s earnings fell below a cer-
tain threshold, we could reinstate monthly benefit payments as long as the person
remained disabled. WISP would allow us to replace the complex work continuing
disability review process with a streamlined work review process, which would re-
duce improper payments. Finally, our WISP proposal would better align the SSDI
program with the SSI program.

Congress has held hearings to highlight the importance of program integrity and
improved service. Program simplification is an answer to Congress’ questions about
how to improve in these areas.

Question. There are no disincentives from fraudulently applying for Social Secu-
rity Disability Insurance. Claimants are not fined and virtually no one is prosecuted
for a false claim. How do we implement specific, targeted fixes to this program when
there is no deterrent mechanism?

Answer. One of our most successful efforts against disability fraud is the Coopera-
tive Disability Investigations (CDI) program, which links our Office of Inspector
General (OIG) and local law enforcement with Federal and State workers who han-
dle our disability cases. These units are highly successful at detecting fraud before
we make a disability decision and identifying overpayments. There are currently 25
CDI units nationwide.

Since its inception in fiscal year 1998, CDI efforts nationwide have resulted in
nearly $3.1 billion in projected savings: $1.9 billion to our disability programs and
$1.2 billion to other programs, such as Medicare and Medicaid. Due to the success
of the CDI program and our increased efforts to prevent improper payments, we
plan to open additional units as resources permit.

The Federal Government or States may prosecute an individual for fraudulently
receiving SSDI benefits. The determination as to whether to proceed criminally rests
with the appropriate prosecutor, either Federal or State. The Department of Justice
may also pursue a claim under the False Claims Act. If a U.S. Attorney’s Office de-
clines to prosecute the case, our OIG may pursue an action for civil monetary pen-
alties. If the OIG declines the case, we may pursue administrative penalties.

We train our field employees to alert OIG to any cases of suspected fraud. We
made nearly 19,000 such fraud referrals related to our disability programs in fiscal
year 2011, from which the OIG opened about 4,600 cases. During this period, our
OIG initiated 314 civil monetary penalty cases, successfully resolving 67 with
$2,798,172 in penalties and assessments imposed.

Additionally, we have nine attorneys assigned to a United States Attorney’s Office
as Special Assistants. These attorneys prosecute possible fraud cases referred by
OIG that would not otherwise be prosecuted in Federal court. From fiscal years
2003 through 2011, our attorneys secured over $43.7 million in restitution orders
and 814 convictions or guilty pleas.

Question. It is my understanding that the Social Security Administration has im-
plemented two fast-track initiatives, known as Compassionate Allowances and
Quick Disability Determinations, to improve processing of claims for those with se-
vere disabilities. Please provide specific data on the decrease in time to approve
claims under these programs compared to past claim processing times.

Answer. The State disability determination services (DDS) render disability deter-
minations for initial claims. In fiscal year 2011, the average time from the date the
DDS received the claim until the DDS made a disability determination was approxi-
mately 80 days for all approved claims, 10 days for approved fast-track claims and
88 days for approved non-fast-track claims.

Question. I am told that Continuing Disability Reviews yield more than $10 in
lifetime program savings for every $1 spent and Supplemental Security Income re-
determinations yield over $7 in lifetime program savings for every $1 spent. I find
it alarming that an Office of the Inspector General Report recently found from 2005
to 2010 it is estimated that the Social Security Administration paid between $1.3
billion and $1.6 billion in disability benefits that could have been avoided with full
medical Continuing Disability Reviews. In recent years, Congress has provided spe-
cific funding for program integrity initiatives. What additional steps would you rec-
ommeng be taken to support program integrity efforts that could lead to increased
savings?
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Answer. For many years, the agency was forced to cut back on program integrity
reviews due to inadequate funding. The same people who handle initial disability
decisions and reconsiderations also complete medical continuing disability reviews.
We must balance the amount of program integrity work we undertake with our
work on incoming claims. Because of funding cuts, we hit the low point for these
reviews in fiscal year 2007. In fiscal years 2008 through 2010, with additional fund-
ing, we increased our program integrity work, saving billions of program dollars.
However, in fiscal year 2011, we were under a full-year continuing resolution, which
prevented us from further increasing our program integrity work. We use complex
algorithms to select the most cost-effective cases to review with our limited re-
sources. Adequate funding is critical to our ability to increase this cost-effective
work, but it is also important to understand that the same people who handle our
program integrity work also handle other work, such as initial applications for bene-
fits. Without sufficient and sustained funding, other work suffers as we increase
program integrity work.

Question. Please provide detailed information on the number of cases each year
that are appealed to Federal district courts after being rejected by Administrative
Law Judges at the Social Security Administration. Of this number, how many
claimants win their appeals at Federal district courts? With regard to cases that are
remanded to the Social Security Administration, how many of these cases are ulti-
mately decided in favor of a claimant? Please describe possible factors that may play
a role in claimants’ success on appeal. What recommendations would you make to
improve the process on the front end so that cases that win on appeal are approved
in the beginning?

Answer. In fiscal year 2010, claimants filed 13,158 complaints in Federal district
courts concerning Social Security program (disability and non-disability) litigation
matters. In fiscal year 2011, this number increased to 15,644, as we issued more
decisions.

In 2010, Federal district courts reversed the agency’s decision in 447 cases (or 3.7
percent of the 12,182 district court dispositions that year). In 2011, this number de-
creased to 380 cases (or 2.86 percent of the 13,304 district court dispositions that
year). District courts remanded 5,718 cases (46.9 percent) to the agency in 2010 and
6,137 cases (46.12 percent) in 2011.

In 2010, we issued dispositions in 6,028 cases that courts had previously re-
manded. We issued fully or partially favorable decisions in 4,048 of these cases
(67.15 percent). In 2011, we issued dispositions in 6,285 cases that courts had pre-
viously remanded. We issued fully or partially favorable decisions in 4,176 of those
cases (66.44 percent).

The three most common causes of remand in our disability cases, which represent
the vast majority of our program litigation, are: (1) insufficient reasons provided for
rejecting a medical source or treating source opinion; (2) failure to consider or prop-
erly evaluate a particular impairment at step two of the sequential evaluation proc-
ess; and (3) failure to accommodate limitations from all impairments in the residual
functional capacity.

With regard to recommendations on how to improve our decisionmaking so that
we approve claims as early as possible. We hold nationwide training for our Admin-
istrative Law Judges at which attorneys from our Office of the General Counsel par-
ticipate to discuss how to best evaluate medical evidence and draft decisions. In ad-
dition, we have initiatives to improve the quality of the information in a disability
case file. For example, we have an Electronic Claims Analysis Tool, a web-based tool
that automatically prompts an examiner with case-relevant regulations and instruc-
tions and requires the examiner to enter the necessary documentation before he or
she can close a case.



NONDEPARTMENTAL WITNESSES

Senator HARKIN. Now we’ll turn to our second panel.

Senator MIKULSKI. Mr. Chairman, I regret, I've to get to another
hearing. But, this was a terrific hearing, and you've got a great
panel, here.

Senator HARKIN. We've got a

Senator MIKULSKI. I think we're——

Senator HARKIN [continuing]. Great panel, yeah.

Senator MIKULSKI. Yeah. And what we’re seeing in this is, under
every rock is another rock.

Senator HARKIN. Right, exactly.

Senator MIKULSKI. And we're now heading to the hard place.

Senator HARKIN. This is the——

Senator MIKULSKI. We don’t want a hard landing.

Senator HARKIN. These are the hard places. Thank you very
much, Senator Mikulski.

W. Lee Hammond is the president of the AARP and has been a
member of its board of directors since 2002. He is a retired teacher,
who served in the—Wicomico?

Mr. HAMMOND. Wicomico.

Senator HARKIN [continuing]. Wicomico County schools for 30
years. He currently serves on the U.S. Attorney’s Healthcare Fraud
Xask Force and is a member of the Maryland Commission on

ging.

Marty Ford is the acting director of the Arc of the United States
and the United Cerebral Palsy Disability Policy Collaboration. She
was previously the chair of the Consortium for Citizens with Dis-
abilities and has continued to work with the consortium as a co-
chair of the Task Force on Social Security and Long-term Services
and Supports; received her law degree from the George Washington
University National Law Center and her B.A. from the University
of Virginia.

Mr. Joe Dirango was—Dirago or——

Mr. DIRAGO. Dirago.

Senator HARKIN. Dirago.

Mr. Dirago—sorry about that—was elected the president of the
National Council on Social Security Management Associations in
November 2009. He previously served on the New York Region
Management Society, for 13 years, and as chair of the National
Council’s Labor Relations Committee for 2 years. Mr. Dirago has
worked for Social Security for 30 years. A graduate of State Uni-
versity of New York at New Paulz with a bachelor of science degree
in economics.

And, before we start with this panel, I'm also told that Nancy
Shor, who is the executive director of the National Organization of
Social Security Claimants’ Representatives, is also with us here
today. She’s done great work on behalf of persons with disabilities.

(33)
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I have spoken and met with NOSSCR in the past, so I just wanted
to take a moment to recognize both NOSSCR and Nancy Shor. I
don’t—I can’t see where—right there in front of me.

Nancy, thank you very much. And thank you for the great work
that your organization does on behalf people, especially, with dis-
abilities.

Now, we’ll start with our panel. All your statements will be made
a part of the record in their entirety. I ask you to sum up, if you
can, in 5 minutes or so.

And we'll start Mr. Hammond and work across.

STATEMENT OF W. LEE HAMMOND, PRESIDENT, AMERICAN ASSOCIA-
TION OF RETIRED PERSONS (AARP)

Mr. HAMMOND. Chairman Harkin, Ranking Member Shelby, and
members of the subcommittee, good morning to all of you.

AISld, Mr. Chairman, Wicomico presents a challenge wherever I
go. So.

Senator HARKIN. Okay, thank you.

Mr. HAMMOND. As the largest nonprofit, nonpartisan organiza-
tion representing the interests of Americans age 50 and older, their
families, AARP would like to thank the chairman and ranking
member for holding this hearing and giving us the opportunity to
voice our concerns about the ability of the Social Security Adminis-
tration to adequately serve current recipients while responding to
the needs of the new Boomer retirees and other program bene-
ficiaries.

AARP recognizes the budget deficit provides many challenges,
and our members believe that it’s important to work together
across party lines to find responsible budget solutions that consider
the health and financial well-being of all Americans.

We also believe the Federal budget reflects the priorities of this
Nation and her people. First and foremost, we must always con-
sider the impact each proposed budgetary cut will have on people.
We'’re not just talking about numbers and statistics. We’re talking
about our families, our loved ones, friends, and neighbors: real peo-
ple.

The Social Security Administration interacts with millions of
Americans when they retire and seek the benefits that they've
earned over a lifetime of work; with those who, through sickness
or injury, become disabled and cannot longer support themselves or
their families; with orphans of the 9/11 terrorist attack; with fami-
lies of soldiers killed in Iraq and Afghanistan; and with countless
widows, widowers, and surviving dependents, who must continue
on after the loss of a loved one: real people.

Now, I'd like to address AARP’s major concerns regarding the
funding of the Social Security Administration. SSA was made an
independent agency in 1995 to provide the program with consistent
direction and professional management and to help insulate it
against decisions not based on Social Security-related issues. How-
ever, becoming an independent agency has also placed added ad-
ministrative burdens on the Social Security Administration, and
we're very concern with the impact these additional responsibilities
are having on the timely delivery of services to Social Security
beneficiaries.
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The Social Security Administration performs this additional work
as it meets the challenges of Boomers reaching the retirement age
at a rate of 1 every 8 seconds by the end of this decade. Nearly 80
million new beneficiaries will be added to the Social Security rolls.
It’s not difficult to understand the enormity of the administrative
task the agency is facing.

With the increases in funding Congress has provided over the
last 3 years, and significant increases in employee productivity,
SSA has been able to make some progress in customer service.
However, the longer-than-foreseen economic downturn has resulted
in a record level of claims for the retirement and disability benefits.
In fiscal year 2010, SSA received nearly 3.25 million initial dis-
ability claims, the highest in its 75-year history. Yet, at a time
when additional funding is needed to handle the increased work-
load, the agency is dealing with the possibility of a Government
shutdown as well as cutbacks resulting from enactment of spending
levels below the current fiscal year. The House passed long-term
continuing resolution H.R. 1, with a result in the aggregate funding
loss of over $1 billion for the Social Security Administration. That
proposal is unacceptable.

As if service reductions were not enough, even the status quo
would prevent program integrity efforts from realizing their poten-
tial. Congress has consistently provided for separate additional
funds for SSA to conduct continuing disability reviews and SSI eli-
gibility redeterminations. We believe that not enabling the agency
to pursue these activities, simply because of an artificial barrier
like the discretionary spending caps, would be downright foolish.

Mr. Chairman, AARP strongly urges the subcommittee, and the
Senate as a whole, to reject the deep cuts to SSA funding that are
included in the House-passed resolution. Today, the bottom line is
nothing—is that nothing short of the $11.5 billion, with no rescis-
sion of IT funds for fiscal year 2011, will ensure the ability of the
SSA to adapt to the many critical challenges that confront them for
the balance of this year. Social Security Administration customers,
whether older, younger, or somewhere in between, are real people.
They have the right to expect better service than they’re receiving
today. We sincerely hope that Congress and the President will not
let them down, by providing the funding necessary to enable SSA
to serve them promptly and properly.

On behalf of the millions of AARP members, and of all Ameri-
cans who are served by SSA, thank you for the opportunity to ad-
dress the subcommittee.

Senator HARKIN. Mr. Hammond, thank you very much.

[The statement follows:]

PREPARED STATEMENT OF W. LEE HAMMOND

Chairman Harkin, Ranking Member Shelby, and members of the Labor, Health
and Human Services, and Education, and Related Agencies Subcommittee, good
morning.

As the largest nonprofit, nonpartisan organization representing the interests of
Americans age 50 and older and their families, American Association of Retired Per-
sons (AARP) would like to thank to Chairman Harkin, and Ranking Member Shelby
for holding this hearing. AARP appreciates this opportunity to appear before the
subcommittee to voice our concerns about the ability of the Social Security Adminis-
tration (SSA) to adequately serve current recipients while responding to the needs
of new Boomer retirees and other program beneficiaries. I am here today to speak
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E’o AACIIQP’S priorities with respect to funding for the SSA for fiscal year 2011 and
eyond.

While SSA funding is of great importance, we have equal concern for many other
vital healthcare services and economic security programs. For example, AARP is
concerned about sufficient funding for the Qualified Individual-1 program which
helps more than 156,000 seniors nationwide afford to pay their Medicare premiums
that would otherwise be unaffordable or cause great financial hardship; programs
authorized under the Older Americans Act which provide needed assistance, includ-
ing nutrition programs which free hundreds of thousands of our seniors from hun-
ger, as well as job training and other services; and, the Low Income Home Energy
Assistance that help millions of households with seniors avoid making that horrible
choice between heating and eating, or paying for all the medicine they need to live
healthy lives in homes, not institutions.

As you complete action on the fiscal year 2011 budget and begin work on the fis-
cal year 2012 budget, we ask that you note the framework we have set forth for
our appropriations and budget advocacy:

—AARP recognizes that the Federal budget deficit provides many challenges, and
AARP members believe it is important to work together across partisan lines
to find responsible budget solutions that consider the health and financial well-
being of all Americans.

—We believe the budget reflects the priorities of this Nation and any budgetary
cuts will impact people, not just programs.

—AARP supports budget proposals that will help make healthcare more accessible
?Jnd a}{fordable for all Americans, including implementation of the Affordable

are Act.

The SSA touches the lives of nearly every American, and was once known as the
standard for Government agency service by which all others were measured. Over
time, however, the agency’s mission has been diluted by additional responsibilities
not related to its core mission while the agency itself has faced a loss of staff and
a budget that is woefully inadequate, especially given the increasing number of
beneficiaries.

The SSA was made an independent agency in 1995 to provide the program with
consistent direction and professional management and help insulate it against deci-
sions not based on SSA-related issues. However, in the ensuing years, the agency
has been tasked with numerous other responsibilities that fall outside its core mis-
sion of managing the old age and survivors insurance, disability insurance, and Sup-
plemental Security Income (SSI) programs. SSA now plays a key role in assessing
the correct premium levels for parts B and D of Medicare. In addition, SSA proc-
esses applications for the Low Income Subsidy of Medicare part D and conducts out-
reach to those who may potentially qualify for the extra help.

In recent years, the agency has also become an important element in the Nation’s
homeland security efforts as it conducts millions of Social Security Number (SSN)
verifications for employment purposes and other immigration-related activities. In
light of the added administrative burden these activities have placed on the agency,
and the impact that burden has on the timely delivery of services to beneficiaries,
AARP has grave concerns about proposals that would further expand these activi-
ties or mandate new ones.

This extra work given to SSA by Congress comes at a time when the Nation is
confronting a significant, long-anticipated demographic challenge, the coming of re-
tirement age of the Baby Boom generation, which will add nearly 80 million new
beneficiaries to the SSA rolls—nearly 13 million in the next 10 years alone, and up-
wards of 16,000 per working day. At the end of this decade, these Boomers will
reach traditional retirement age at the rate of 1 every 8 seconds. It is not difficult,
tlllen, to understand the enormity of the task the agency faces in foreseeable work
alone.

For the most part, Congress has understood these challenges and has responded
with added resources for SSA to handle this spike in demand. With the increases
in funding Congress has provided over the last 3 years and significant increases in
employee productivity, SSA has been able to make some progress in customer serv-
ice. However, the unforeseeably long-lasting economic downturn has caused even
more Americans to turn to the SSA. Claims for retirement and disability benefits
have risen to record levels.

In fiscal year 2010, SSA received nearly 3,225,000 initial disability claims, the
highest in its 75-year history. SSA ended fiscal year 2010 with initial disability
claims pending at an all-time high of more than 842,000 cases. This year, SSA ex-
pects a record number of visitors to its field offices above the 45.4 million customers
that requested assistance from the field offices in fiscal year 2010. These field offices
are also responsible for processing an additional 1.2 million SSI redeterminations



37

in fiscal year 2011 as compared to fiscal year 2008, an increase of 100 percent. Fur-
thermore, answer rates on telephone calls coming into the field offices remain at an
unacceptably low level nationally as the rates of calls answered are less than 65
percent.

SSA field offices also processed more than 18 million requests for new and re-
placement SSA cards; field offices served thousands of people each day needing to
report changes of address, changes in direct deposit information, and other issues
that could affect their benefit payments. Field offices also play a significant role in
helping people with their Medicare benefits and often work with State and local
agencies regarding Medicaid and SNAP (formerly known as food stamps).

Eliminating the hearings backlog continues to be SSA’s highest priority, and one
that AARP strongly supports. SSA ended fiscal year 2010 with just more than
700,000 pending hearings nationwide—the lowest level in 5 years. At its peak, it
took an average of 18 months for a hearing decision. As of January 2011, it took
just more than a year.

At a time when it would additional funding is needed to handle the incoming and
pending workload, the agency is unfortunately dealing with the possibility of a Gov-
ernment shutdown, as well as cutbacks resulting from the enactment of spending
levels below the current fiscal year.

The House passed long-term continuing resolution, H.R. 1, would result in an ag-
gregate funding loss of $1.093 billion for the SSA. That proposal is clearly unaccept-
able.

SSA is already operating under a partial hiring freeze because of the current con-
tinuing resolution, which is likely to result in nearly 3,500 lost jobs for 2011. These
additional cuts could lead to SSA offices closing their doors, stopping all claims proc-
essing, and not answering the phones for about a month—1 month out of the seven
remaining in 2011. In addition to office closures, many locations are already seri-
ously understaffed due to employee attrition. Employees who retire or otherwise
leave the agency are not replaced because the resources are just not available. In
fiscal year 2009 staffing reached its lowest level since 1972, before SSI was estab-
lished; yet SSA today has twice the number of beneficiaries it had in 1972.

If the SSA shuts down for a month, it would be devastating to both the public
and to SSA employees. Extended to the national level, it would mean that about
182,000 visitors would not be seen, about 33,000 claims would not be taken, and
almost 10,000 redeterminations would not be completed. Even 1 furlough day could
be devastating to someone in a dire need situation desperate for a critical or imme-
diate payment, or for a beneficiary needing verification information to qualify for
food stamps, to obtain housing, or to get Medicaid. Another 70,000 fewer people will
get a disability appeals hearing this year, which means workers waiting to present
an appeal to a judge, who already wait more than a year, will wait longer. And,
SSA would complete 32,000 fewer continuing disability reviews, which means wast-
ing millions of dollars on improper payments now.

As if service degradations were not enough, even the status quo would prevent
program integrity efforts from realizing their potential. Congress has consistently
provided for separate, additional funds for SSA to conduct Continuing Disability Re-
views (CDR) and SSI eligibility redeterminations. When fully utilized, CDR’s result
in savings of more than $10 in program costs for every $1 in administrative funding
used to conduct the reviews. SSI redeterminations help save $7 for every $1 spent.
Not enabling the agency to pursue these activities simply because of an artificial
barrier like the discretionary spending caps would be very un-penny wise and gross-
ly pound foolish.

Mr. Chairman, AARP strongly urges the subcommittee and the Senate as a whole
to reject the deep cuts to SSA funding that are included in the House-passed legisla-
tion. Today, the bottom line is that nothing short of $11.679 billion, with no rescis-
sion of IT funds for fiscal year 2011 will ensure the ability of the SSA to adapt to
the many critical challenges that confront them for the balance of this year. Addi-
tional resources will also be required to fulfill its obligations in the next fiscal year
and beyond. The SSA customers, whether they are older, younger or anywhere in
between, have the right to expect better service than are receiving today—we sin-
cerely hope that the Congress and the President will not let them down and provide
the funding necessary to enable its workforce to serve them promptly and properly.

On behalf of the millions of AARP members and all Americans who are served
by SSA, I thank you for the opportunity to address the subcommittee.

Senator HARKIN. And now we’ll turn to Ms. Ford.
Ms. Ford.
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STATEMENT OF MARTY FORD, CO-CHAIR, CONSORTIUM FOR CITIZENS
WITH DISABILITIES TASK FORCE ON SOCIAL SECURITY; ACTING
DIRECTOR, THE ARC AND UCP DISABILITY POLICY COLLABORA-
TION

ACCOMPANIED BY NANCY G. SHOR, EXECUTIVE DIRECTOR, NATIONAL
ORGANIZATION OF SOCIAL SECURITY CLAIMANTS’ REPRESENT-
ATIVES

Ms. ForDp. Chairman Harkin, Ranking Member Shelby, thank
you for this opportunity to testify on behalf of the consumer advo-
cacy provider and professional organizations working on behalf of
children and adults with disabilities, and their families, in the
United States.

This hearing is extremely important to people with disabilities
who may need the programs administered by SSA: the Supple-
mental Security Income Program and the disability programs in
Title II, including the Disability Insurance Program and Medicare.
These are crucial income-support programs serving disabled work-
ers and their families, and children and adults with disabilities,
who have limited incomes and resources.

We believe that it is critical to continue to ensure that SSA pro-
vides adequate services to people applying for SSI entitled to dis-
ability benefits. We have worked for many years with the Congress
and the administration to ensure that SSA has the funding nec-
essary to reduce the huge backlogs in disability decisions. Just as
the agency was bringing down the backlog, the recession began to
have a substantial impact in building a new backlog in initial
claims. Once again, we are facing the prospect of significantly in-
creasing waiting times for disability decisions.

Behind the numbers are individuals with disabilities whose lives
are unraveling while waiting for decisions. Families are torn apart,
their homes are lost, claimants’ medical conditions deteriorate,
their once-stable financial security crumbles, and some individuals
die. Over the past few years, we have described extraordinary and
unnecessary hardships that people with disabilities have endured
as they wait for decisions on their claims.

In my written testimony, we have included a very small sample
of what is happening across the country to claimants who are
forced to wait many months for their decisions.

A woman in Oregon has received an eviction notice. Her hus-
band’s paycheck has already been garnished to pay for her medical
bills. She has been waiting for a hearing, and then for the decision,
since August.

A young man in Texas has applied for SSI in February 2010,
more than 1 year ago, due to a combination of intellectual and
mental disabilities. He has just received a notice of denial at the
reconsideration stage, and now will have to wait for a hearing, and
then for a hearing decision.

A man in North Carolina, with a combination of impairments,
who needs a pacemaker, has been waiting for a hearing on his SSI
claim since September. His representative estimates, based on the
claims in that State, that he will have to wait til mid- to late-sum-
mer 2011 for his hearing.

Your own constituent services staff are likely well aware of simi-
lar situations in your States. It is important to note that these are
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situations that are current when the processing times are improv-
ing, at least at the hearing level, as described by the Commissioner
earlier.

We are extremely concerned about what might happen if SSA’s
budget is further reduced to the level included in H.R. 1. Under the
current continuing resolution, the Social Security Administration is
already operating at a very bare-bones level. The cuts at the level
in H.R. 1 will severely punish people who most rely on Social Secu-
rity and SSI. The delivery of services should be strengthened, not
weakened, during economic crisis.

The Senate bill, the continuing resolution for the rest of 2011, in
total would provide $600 million more than H.R. 1 for SSA’s oper-
ation. While this is not entirely what SSA requires to continue to
meet the needs of the public and to address its IT needs for fiscal
2011, the Senate amount is certainly better than the House-passed
bill. And we urge its adoption at a minimum of that amount of
$11.8 billion.

PREPARED STATEMENT

Finally, regarding fiscal year 2012, we believe that the Presi-
dent’s budget proposal for SSA for 2012, of $12.5 billion, is the min-
imum needed to continue to reduce the backlogs and to increase
the deficit-reducing/program-integrity work.

The speed and quality of the disability process must continue to
improve and should not be allowed to regress into the longer wait-
ing periods of the recent past. These challenges can only be ad-
dressed if Congress and the administration work together to ensure
that Social Security continues to be the safety net it was designed
to provide for people with disabilities and their families, as well as
retirees and survivors.

Thank you for this opportunity to testify, and I'm happy to an-
swer any questions.

Senator HARKIN. Thank you, Ms. Ford.

[The statement follows:]

PREPARED STATEMENT OF MARTY FORD

Chairman Harkin, Ranking Member Shelby, members of the subcommittee, thank
you for this opportunity to testify at today’s hearing on the fiscal year 2012 budget
request for the Social Security Administration (SSA) and the impact of possible cuts
to the fiscal year 2011 budget.

I am Marty Ford, Acting Director of the Disability Policy Collaboration of The Arc
and United Cerebral Palsy. I am here in my capacity as a Co-Chair of the Consor-
tium for Citizens with Disabilities (CCD) Social Security Task Force. CCD is a
working coalition of national consumer, advocacy, provider, and professional organi-
zations working together with and on behalf of the 54 million children and adults
with disabilities and their families living in the United States. The CCD Social Se-
curity Task Force (hereinafter “CCD”) focuses on disability policy issues in the title
II disability programs and the Title XVI Supplemental Security Income (SSI) pro-
gram.

The focus of this hearing is extremely important to people with disabilities. The
SSA administers the Disability Insurance (SSDI) and other title II disability bene-
fits and Supplemental Security Income (SSI), significant crucial income support pro-
grams for people with disabilities. SSDI provides benefits to disabled workers and
their families and SSI provides financial support to aged, blind, and disabled adults
and children who have limited income and resources.

We believe that it is critical to continue to ensure that SSA provides adequate
services to people applying for SSI and title II disability benefits.
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IMPACT OF H.R. 1 ON REMAINDER OF FISCAL YEAR 2011

The House-passed H.R. 1, Full-Year Continuing Appropriations Act, 2011, reduces
the SSA’s administrative spending level to $11.3 billion, a decrease from the fiscal
year 2010 spending levels of $11.4 billion and leaving an already cash-strapped
agency with fewer resources with which to process claims for people with disabilities
and seniors.

Under H.R. 1, the SSA would receive $430 million less than if it operated the rest
of fiscal year 2011 under the current Continuing Resolution (CR), which is already
$1.7 billion less than the President’s proposed fiscal year 2011 budget. If SSA is
forced to furlough employees to address the full $430 million shortfall from the cur-
rent CR spending level, it will result in nearly a month of furloughs, having dev-
astating effects on service to the American public. In 1 month of furloughs, SSA
would complete 400,000 fewer retirement, survivor, and Medicare claims; 290,000
fewer initial disability claims (with processing time increasing by a month); 70,000
fewer hearings; and 32,000 fewer continuing disability reviews. In addition, H.R. 1
severely cuts funds for vital information technology (IT) improvements and funds to
build the critical new National Computer Center, which must be built to protect
SSA electronic information and infrastructure.

Under the current CR, the SSA is already operating at a very bare bones level.
The proposed cuts in H.R. 1 will punish people who must rely on SSA and Medicare.
We need to remember that there are real people behind these numbers. The delivery
of services must be strengthened, not weakened, during economic crisis.

IMPACT OF SENATE AMENDMENT 149 TO H.R. 1

Senate Amendment 149, the full-year fiscal year 2011 continuing resolution of-
fered by Senator Inouye on March 4, would provide $500 million more for SSA’s ad-
ministrative expenses than would H.R. 1 for the remainder of fiscal year 2011. In
addition, it rescinds $100 million less from the special reserve fund for IT expenses.
In total, the Senate bill provides $600 million more than H.R. 1 for SSA’s operation.
While this is not entirely what SSA requires to continue to meet the needs of the
public and to address its IT needs for fiscal year 2011, the Senate amount is cer-
tainly better than the House-passed bill. We urge the adoption, at a minimum, of
the amount included in Senate Amendment 149, totaling $11,821,500,000.

IMPACT ON CLAIMANTS FOR SOCIAL SECURITY AND SSI BENEFITS

Behind the numbers are individuals with disabilities whose lives unravel while
waiting for decisions—families are torn apart; homes are lost; medical conditions de-
teriorate; once-stable financial security crumbles; and many individuals die. Over
the past few years, we have described the extraordinary and unnecessary hardships
endured by people with severe disabilities as they wait for decisions on their claims.
The following stories are only a sampling of what is happening across the country
to claimants who are forced to wait months and years for decisions on their appeals.
Your own constituent services staff are likely well aware of similar situations in
your State. It is important to note that these situations are current, when the proc-
essing times are improving, at least at the hearing level. We are extremely con-
cerned about what will happen if SSA’s budget is further reduced to the level pro-
posed in H.R. 1.

—Ms. C, a 46-year-old woman with fibromyalgia and depression lives in Omaha,
Nebraska. She filed her request for hearing on August 2, 2010. Her utilities
were shut off on December 30, 2010, and she received an eviction notice on Jan-
uary 4, 2011. Although her husband works, his checks are being garnished for
her medical bills. She cannot afford her medications and does not qualify for
Medicaid because her husband works. Her representative requested critical case
status (for expedited processing) on December 30, 2010. Her hearing was held
on February 18, 2011, but she has not yet received a decision. The delay in
scheduling a hearing and receiving a decision has been extremely difficult for
her and her family. (From a representative in Omaha, Nebraska)

—A 19-year-old young man lives with his foster mother in Plano, Texas; she is
his sole source of support. He has a full-scale I1Q of 65 and all of his schooling
has been in special education classes. He also has some mental health diagnoses
and has been in several inpatient psychiatric facilities. He was born pre-
maturely with a positive drug screening and put into foster care at 13 months
of age. He has chronic encephalopathy with psychomotor delays. He applied for
SSI disability benefits in February 2010 and, more than 1 year later, he re-
ceived his reconsideration denial in February 2011. Now he will have to wait
for a hearing and hearing decision.
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—Mr. E is a 52-year-old man who formerly worked as a security guard. Because
he has no income, he lives in a homeless shelter in eastern North Carolina. He
is constantly in and out of the hospital. He has bipolar disorder and is an insu-
lin-dependent diabetic with associated neuropathy, which causes burning pain
in his feet and legs. He has a history of two heart attacks for which he has had
stents. He needs a pacemaker for his heart but cannot get one until he is deter-
mined Medicaid eligible. He cannot get Medicaid until he is found eligible for
SSI. He asked for a hearing on his SSI claim in September 2010, but he will
probably wait until mid to late summer 2011 to get a hearing—if he lives that
long. (From a representative in Raleigh, North Carolina)

—A homeless woman in Manchester, New Hampshire requested her hearing in
January 2010. After her representative submitted a “dire need” request for ex-
pedited processing, her hearing was held 1 year later (January 6, 2011). She
has had no access to medical care for her severe mental impairments (bipolar
disorder, paranoia, and anxiety). She has not yet received a decision.

—The same New Hampshire representative assisted a man who received a par-
tially favorable decision from an Administrative Law Judge after a 15-month
wait. He now has to wait an additional 90 days while his case lingers at the
Decision Review Board for possible review. His home is being foreclosed on
while he waits for the board to act on his partially favorable decision.

SSA’S LIMITATION ON ADMINISTRATIVE EXPENSES FOR FISCAL YEAR 2012

We believe the President’s budget proposal for the SSA for fiscal year 2012 of
$12.522 billion is the minimum needed to continue to reduce key backlogs and in-
crease deficit-reducing program integrity work. With your support, SSA could con-
tinue to build on the progress achieved thus far, progress that is vital to millions
of people who depend on their services, including people with disabilities. This fund-
ing level will allow SSA to continue working down disability backlogs, to implement
efficiencies in programs, and to increase program integrity work.

The budget will provide for the continuance of crucial income support programs.
In fiscal year 2012, SSA expects to provide SSDI benefits to almost 11 million dis-
abled workers and their family members and provide SSI benefits to more than 8.3
million beneficiaries.

It is imperative that the SSA continue to reduce its disability hearings backlog
and initial disability claims backlog. This budget request will allow SSA to reduce
hearings and initial disability claims backlogs and simplify the work incentives in
the Disability Insurance program. With the continued support of Congress, SSA is
on track to meet its commitment to the American public to eliminate the backlog
by fiscal year 2013. However, to reach this goal, it will need to adjudicate more than
800,000 cases in fiscal years 2011 and 2012, which is more than double what was
handled 10 years ago. Yet, progress continues to be challenged with the current sky-
rocketing number of hearing receipts due to the increased number of people who are
applying for benefits.

We are pleased that SSA has implemented many productivity improvements
which help provide fast and accurate service to the public at a lower cost, but the
administration needs adequate funding to continue this. Congress and the adminis-
tration must work together to ensure that millions of Americans do not experience
significant waiting times for decisions on their claims. To do this, SSA needs full
funding of the President’s budget for fiscal year 2012.

The President’s proposed fiscal year 2012 budget will aid in processing mounting
disability claims by creating programs such as Extended Service Teams for more ef-
ficiency, and expanding Federal capacity to decide claims and to assist Disability
Determination Services in handling claims, improving online services, fast-tracking
cases that obviously meet SSA’s disability standards, paying medical consultants
per case as opposed to per hour to increase productivity, and developing a disability
case processing system.

The President’s budget request proposes a 5-year reauthorization of section 234
demonstration authority for the Disability Insurance Program, which would allow
SSA to test program innovations. Using this authority, SSA has proposed a new Dis-
ability Work Incentives Simplification Pilot to provide beneficiaries with a simple
set of work rules that would no longer terminate benefits solely based on earnings.
As a result, beneficiaries would have more flexibility to try working, without fear
of losing their benefits. After years of making similar recommendations to improve
Work1 incentives, we look forward to working with SSA on the details of this pro-
posal.

The budget request also proposes an extension through 2013 of SSI eligibility for
9 years for refugees, asylees, and certain other humanitarian immigrants.



42

We also support SSA’s plans to explore potential improvements to programs, such
as the Disability Research Consortium to address the shortage of disability policy
research and collaboration and to enhance efforts to expand disability research with-
in and across disability programs. We would also like to work with SSA on the SSI
Children’s Pilot—Promoting Readiness of Minors in SSI (PROMISE)—to improve
outcomes for children and families in the SSI program.

We are also concerned that Amendment 195 to H.R. 1 would make it more dif-
ficult for people whose disability claims have been denied to take their claims to
Federal district court since no funds would be available for payment of fees or ex-
penses under the Equal Access to Justice Act. We believe that this could make legal
representation unavailable to claimants who need to pursue their claims in Federal
court. We urge the subcommittee to oppose inclusion of such language in the fiscal
year 2011 and 2012 spending packages.

CONCLUSION

For the remainder of fiscal year 2011, H.R. 1 would have a devastating impact
on administration of the SSA programs and we urge the subcommittee to reject such
drastic cuts. The harmful impact on the American people, particularly people with
disabilities waiting for decisions on their claims for disability benefits, would be too
great. Instead, we urge the adoption of at least the amount included in Senate
Amendment 149 to H.R. 1.

The President’s budget proposal for fiscal year 2012 is the minimum needed to
continue driving down disability backlogs, improve services to people with disabil-
ities, increase efficiency, and keep pace with the rising demands of the American
public. The speed and quality of the administration’s disability process must con-
tinue to improve and should not be allowed to regress into the longer waiting peri-
ods of the recent past. These challenges can only be addressed if Congress and the
administration work together to ensure that Social Security continues to be the safe-
ty net it was designed to provide for people with disabilities and their families, as
well as retirees and survivors of workers and retirees.

Thank you for this opportunity to testify. I would be happy to answer questions
or provide you with additional information.

This testimony is submitted on behalf of the undersigned organizations:

—American Association of People with Disabilities

—American Foundation for the Blind

—Association of University Centers on Disabilities

—Bazelon Center for Mental Health Law

—Children and Adults with Attention-Deficit/Hyperactivity Disorder

—Community Action National Network

—Corporation for Supportive Housing

—Council of State Administrators of Vocational Rehabilitation

—Disability Rights Education and Defense Fund

—Easter Seals

—Epilepsy Foundation

—Health and Disability Advocates

—Lutheran Services of America—Disability Network

—National Alliance on Mental Illness

—National Association of Councils on Developmental Disabilities

—National Association of Disability Representatives

—National Council for Community Behavioral Healthcare

—National Council on Independent Living

—National Disability Rights Network

—National Multiple Sclerosis Society

—National Organization of Social Security Claimants’ Representatives

—National Spinal Cord Injury Association

—The Arc of the United States

—United Cerebral Palsy

—United Spinal Association

—VetsFirst, United Spinal Association

—World Institute on Disability

Senator HARKIN. And now, Mr. Dirago, please proceed.
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STATEMENT OF JOE DIRAGO, PRESIDENT, NATIONAL COUNCIL OF SO-
CIAL SECURITY MANAGEMENT ASSOCIATIONS, INC., NEWBURGH,
NEW YORK

Mr. DiraGo. Chairman Harkin, Ranking Member Shelby, and
members of the subcommittee, I am the president of the National
Council of Social Security Management Associations, NCSSMA,
and the district manager of the Social Security office in Newburgh,
New York. I appreciate this opportunity to speak on behalf of 3,400
Social Security managers in field offices and teleservice centers
around the country.

NCSSMA’s top priority is a strong and stable Social Security Ad-
ministration, and we have significant concerns about funding the
agency to maintain service levels vital to millions of Americans.
Workloads are exploding as a result of the economic downturn and
the 80 million Baby Boomers who will file for benefits by 2030.
Even with increases in Internet filing in 2010, over 45 million cus-
tomers were served in field offices, and Social Security completed
100 million telephone calls last year.

Appropriations for SSA are an excellent investment. With the ad-
ditional funding Congress has provided, tremendous progress has
been made. Annual productivity has increased an average of 4 per-
cent, the last 4 years. In 2010, SSA produced approximately $6 bil-
lion in savings from our program integrity efforts.

However, the repercussions of the current continuing resolution
have already been felt. Feedback from our busy urban offices indi-
cates many are struggling. The manager of an Alabama office indi-
cates, “Our employees are stretched to the limit, trying to keep up
with the increased walk-in and telephone traffic. I really don’t
know how much more these hardworking people can absorb.”

Most of SSA has been under a hiring freeze during the con-
tinuing resolution. If this continues for the rest of the year, it could
result in the loss of 3,500 employees. A Kentucky manager says,
“The American public does not care that we are short on staff.
They want to be seen quickly, have their calls answered, and get
their issues resolved.”

SSA projects that 50 percent of its employees will be eligible to
retire by 2018. Because it takes 2 years to train a claims represent-
ative, concerns exist about this loss of institutional knowledge. Geo-
graphical staffing imbalances will occur, leaving some offices se-
verely understaffed. This is especially problematic for small and
rural offices. A manager in Iowa says, “Our service area includes
several counties. Last year, we lost two employees, now we find it
very difficult to handle our telephone traffic and other priority
workloads. Although the use of the Internet is rising, this is not
the magic answer.”

SSA offices provide valuable services to many diverse customers.
My Newburgh office delivers assistance to the Wounded Warrior
Transition Unit, at West Point, which has soldiers from eight
States in the Northeast. Without replacement staff, benefits to
these soldiers will be delayed.

We respectfully request Congress consider our recommendations.
For 2011, we urge you to fund SSA at no less than $350 million
above the fiscal year 2010 enacted levels, with no rescission of
funds. This level of funding will cover increased fixed costs and is
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essential to keep up with our workloads. We strongly support the
President’s fiscal year 2012 budget request, and ask that Congress
consider full funding to sustain the momentum achieved.

NCSSMA also endorses additional funding to address program
integrity workloads. For every $1 invested in medical continuing
disability reviews and SSI redeterminations, $7 to $10 in program
savings is realized.

SSA must also be properly funded so that it may continue to in-
vest in user-friendly online services and to allow for IT investments
to improve service delivery. Any rescission of funds could jeop-
ardize initiatives to implement technological efficiencies.

Social Security is the safety net of America, and must be main-
tained as such. If adequate funding is not provided, public service
will suffer, resulting in significant hardship for millions.

We sincerely appreciate the subcommittee’s ongoing support to
ensure that we have the resources necessary to properly serve the
American public.

Thank you for the opportunity to testify at this hearing, and I
respectfully request that you consider our recommendations.

Senator HARKIN. Mr. Dirago, thank you.

[The statement follows:]

PREPARED STATEMENT OF JOE DIRAGO

Chairman Harkin, Ranking Member Shelby, and members of the subcommittee,
my name is Joe Dirago and I am president of the National Council of Social Security
Management Associations (NCSSMA). I have been the manager of the Social Secu-
rity Administration (SSA) office in Newburgh, New York for 10 years and have
worked for the SSA for 31 years, with 27 years in management. On behalf of our
membership, I am pleased for the opportunity to submit this written testimony to
the subcommittee.

NCSSMA is a membership organization of nearly 3,400 SSA managers and super-
visors who provide leadership in 1,299 community based field offices and teleservice
centers throughout the country. We are the front-line service providers for SSA in
communities all over the Nation. We are also the Federal employees with whom
many of your staff members work to resolve issues for your constituents who receive
SSA retirement, survivors or disability benefits, or Supplemental Security Income
(SSI). Since the founding of our organization more than 41 years ago, NCSSMA has
considered our top priority to be a strong and stable SSA, one that delivers quality
and prompt service to the American public. We also consider it a top priority to be
good stewards of the taxpayers’ moneys.

Our testimony focuses on the key issues confronting the SSA. We have critical
concerns about the dramatic growth in our workloads and receiving the necessary
funding to maintain service levels vital to millions of people. Despite agency stra-
tegic planning, expansion of online services, significant productivity gains, and the
best efforts of management and employees, SSA is faced with many challenges to
providing the service that the American public has earned and deserves. Our testi-
mony also provides our recommendations for addressing the obstacles confronting
the SSA, information on the state of SSA operations, a review of the funding situa-
tion, and our detailed assessment of the major agency challenges.

RECOMMENDATIONS

The NCSSMA offers the following key recommendations to address the challenges
confronting the SSA and to provide the service the American public has earned and
deserves.

—NCSSMA respectfully urges this subcommittee and Congress to consider fund-
ing SSA in fiscal year 2011 at no less than $350 million above the fiscal year
2010 enacted levels with no rescission of Carryover Information Technology (IT)
funds. Based upon our analysis of the President’s proposed budget request, as-
sessment of the current workload situation, and a projection of workloads for
fiscal year 2012, we believe that funding SSA below this level would have a dev-
astating impact on the agency’s ability to deliver vital services to millions of
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Americans. This level of funding will cover inflationary increases and is criti-
cally necessary to keep up with our growing claims receipts, maintain the
progress achieved on reducing the disability hearings backlog, process program
integrity workloads, and to meet customer service expectations.

—We strongly support the President’s fiscal year 2012 budget request for the SSA
and respectfully request that Congress consider its full funding to sustain the
momentum achieved on our key priorities, maintain our front-line staffing lev-
els, and to ensure appropriate levels of service to the American public.

—NCSSMA strongly encourages Congress to consider providing SSA with addi-
tional funding to address program integrity workloads and other quality initia-
tives to improve the accuracy of payments. This would include the elimination
of the medical Continuing Disability Review (CDR) backlog and conducting ad-
ditional SSI redeterminations. For every $1 invested in program integrity initia-
tives, $7 to $10 in program savings is realized. Investment in program integrity
workloads ensures accurate payments, saves taxpayers’ dollars, and is fiscally
prudent.

—SSA must be properly funded so that it may continue to invest in improved
user-friendly online services to allow more Internet transactions. This would re-
sult in fewer visitors and telephone calls to the field offices and provide relief
from increasing claims and other workloads.

—SSA is confronted with major challenges in managing its IT programs to keep
up with rapidly expanding workloads. NCSSMA believes it is critical that SSA
be adequately funded to allow for IT investments. This is necessary for SSA to
replace our aging National Computer Center (NCC), to maintain systems con-
tinuity and availability, and improve IT service delivery. Any rescission of Car-
ryover IT funds could seriously jeopardize SSA’s initiatives to implement auto-
mation and technological efficiencies that address service delivery demands.

—NCSSMA recommends consideration of legislative and/or regulatory proposals
that can improve the effective administration of the SSA program, with minimal
effect on program dollars. We believe these proposals have the potential to re-
duce operational costs and increase administrative efficiency. This includes en-
acting the Work Incentives Simplification Program (WISP) pilot, requiring quar-
terly reporting of wages, requiring that SSA be automatically provided with in-
formation on workers compensation cases, and developing an automated system
to report State and local pensions affecting the Windfall Elimination Provision
and Government Pension Offset (WEP/GPO).

CURRENT STATE OF SSA OPERATIONS

Claims Workloads

Over the last 7 years, the SSA has experienced a huge increase in retirement, sur-
vivor, dependent, disability, and SSI claims. The additional claims receipts are driv-
en by the initial wave of the nearly 80 million baby boomers who will be filing for
SSA benefits by 2030—an average of 10,000 per day. Concurrently, there has been
a surge in claims filed due to the economic downturn, which began in 2008. In fiscal
year 2010 and fiscal year 2011, disability and retirement receipts alone are expected
to exceed 1 million more than in fiscal year 2008.

Field Office Visitors and Telephone Service

While SSA field offices are processing many more claims, we are also seeing visi-
tors in much greater numbers. Nationally, visitors to SSA field offices increased sig-



46

nificantly from fiscal year 2007 through fiscal year 2010. In fiscal year 2010, field
offices experienced 5 weeks with more than 1 million visitors.

—SSA visitors in fiscal year 2007—41,900,000.

—SSA visitors in fiscal year 2008—44,457,180.

—SSA visitors in fiscal year 2009—45,082,487.

—SSA visitors in fiscal year 2010—45,430,364.

In addition to the increased visitor traffic, SSA is experiencing unprecedented
telephone call volumes. In fiscal year 2010, SSA completed 67 million transactions
over the 800 number telephone network—the most ever. NCSSMA estimates that
field offices received an additional 32 million public telephone contacts.

Internet Contacts

SSA’s online electronic services, also known as “eServices,” offer the public access
to SSA services via the Internet. The use of SSA’s Web site is growing and the
American public is accessing it more often to receive information and report
changes. eServices has helped significantly in dealing with the dramatic increases
in SSA workloads resulting from the baby boomers and the economic downturn.

SSA has promoted eServices extensively, including national public campaigns to
promote awareness. The following data illustrates the volume and growth in SSA
eServices.

—Social Security Online had 133.6 million unique visitors in fiscal year 2010, an
increase of more than 52 million from fiscal year 2009. There have been 47 mil-
lion visitors in the first 4 months of fiscal year 2011.

—In fiscal year 2010, SSA’s Web site had 34.8 million contacts to the Frequently
Asked Questions, 11.6 million to the Field Office Locator menu, and 3.7 million
contacts to the Retirement Estimator.

—Online retirement claims increased 9.6 percent more than fiscal year 2009. The
percentage of retirement claims filed online in fiscal year 2010 reached 36.8 per-
cent, with 913,473 applications taken.

—Online disability claims usage increased 34.5 percent in fiscal year 2010 with
801,060 applications taken. For the first 4 months of fiscal year 2011, 30.3 per-
cent of all disability claims were filed online.

Disability Workloads

Nationwide, more than 3.2 million new initial disability claims were filed and sent
to the Disability Determination Service in fiscal year 2010, an increase of more than
600,000 as compared to fiscal year 2008.

SSA’s largest backlogs are in hearings to appeal initial decisions, processed by Ad-
ministrative Law Judges (ALJs) at the Office of Disability Adjudication and Review.
The chart below illustrates that hearing receipts continue to rise, and reached
721,841 in fiscal year 2010. However, clearances exceeded receipts beginning in fis-
cal year 2009, which helped reduce the backlog of SSA hearings to 705,367 pending.
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SSA FUNDING FISCAL YEARS 2010, 2011, AND 2012

SSA Funding Accomplishments Fiscal Year 2010

Appropriations to the SSA are an excellent investment and return on taxpayer
dollars. With the additional funding Congress has provided in recent fiscal years
and significant increases in employee productivity, tremendous progress has been
made to enhance service to the public, reduce the hearings backlog, and to process
additional workloads received because of the aging of the baby boomers and the eco-
nomic downturn. In fiscal year 2010, SSA achieved the following:

—Completed more than 300,000 more initial disability claims than in fiscal year

2009.

—Served 45 million people who visited our 1,300 field offices.

—Wait times in field offices for those without an appointment were reduced from
23.3 minutes in fiscal year 2009 to 20.7 minutes in fiscal year 2010.

—With innovation and automation efforts, along with the hard work and dedica-
tion of our staff, SSA’s annual productivity increase has averaged about 4 per-
cent over the last 4 years.

—In fiscal year 2010, SSA completed 67 million transactions over the 800 number
telephone network—the most ever. The telephone busy rate for the 800 number
was reduced by half, from 10 percent in fiscal year 2008 to 4.6 percent in fiscal
year 2010. Time spent waiting for an agent was reduced by more than 37 per-
cent, from 326 seconds in fiscal year 2008 to 203 seconds in fiscal year 2010.
Field office busy rates have also dropped dramatically from more than 50 per-
cent to nearly 20 percent.

—Program integrity efforts to process 2.4 million SSI redeterminations and
325,000 medical Continuing Disability Reviews (CDRs) produced more than $6
billion in estimated savings.

—SSA expanded the Access to Financial Institutions (AFI) Initiative, which data
matches assets of SSI individuals that exceed statutory limits. Expansion is to
be completed in fiscal year 2011 and SSA projects $900 million in lifetime pro-
gram savings for each year the AFI process is used.

—Cooperative Disability Investigation (CDI) units combat disability fraud. Since
their inception in fiscal year 1998, the efforts of CDI units have resulted in
nearly $2.6 billion in savings: $1.6 billion in disability programs and $967 mil-
lion in projected savings in programs such as Medicare and Medicaid.

SSA Funding for Fiscal Year 2011

SSA is facing unprecedented workload challenges due to the economic downturn
and the demand for SSA services from the baby boomers. We greatly appreciate the
increased funding that SSA received for fiscal year 2009 and fiscal year 2010. This
includes the $1 billion SSA received from the American Recovery and Reinvestment
Act (ARRA). About half of that funding was directed to reducing the backlogs in
SSA. Had SSA not received this funding, the service we provide in SSA would be
much worse and the disability backlog would be unconscionable.

For fiscal year 2011, the President requested $12.379 billion for SSA’s administra-
tive budget. The Limitation on Administrative Expenses (LAE) account budget re-
quest is an increase of $932 million or 8.1 percent more than the fiscal year 2010
enacted level. Much of this increase is needed to cover inflationary costs for fixed
costs such as rent, guards, postage, periodic step increases, career ladder pro-
motions, and increased health benefit costs. Funding above current levels is abso-
lutely necessary to keep up with our growing workloads, maintain the progress
achieved on reducing the disability hearings backlog, process program integrity
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workloads, including SSI redeterminations and medical CDRs, and to meet customer
service expectations.

NCSSMA recognizes that there is no simple way to provide the necessary re-
sources to SSA. However, we believe that funding SSA for fiscal year 2011 at the
fiscal year 2010 level without covering inflationary increases would have a dev-
astating impact on the agency’s ability to deliver critical services to millions of
Americans. SSA is the safety net of America and if adequate funding is not pro-
vided, public service will deteriorate, with longer waiting times, unanswered calls,
increased backlogs, and significant hardship on needy beneficiaries.

Funding SSA at the level passed by the House of Representatives (H.R. 1) would
result in serious negative consequences to public service. If enacted in its current
form, this legislation would reduce SSA’s appropriated funding $125 million from
the fiscal year 2010 enacted level, rescind $500 million from the Carryover IT fund-
ing, and rescind $118 million from the NCC funding as part of an overall reduction
in unobligated ARRA funding. This would likely result in an agency-wide hiring
freeze, with no overtime available to address critical workloads, and employee fur-
loughs. Drastic cutbacks would be necessary that would have a negative impact on
operations and significant delays in all workloads would result. Disability backlogs
could grow an additional 160,000 cases. Significant financial hardships could be cre-
ated because of delays in payments. Agency productivity would erode significantly.
Waiting times and telephone service would experience major deterioration. This
would necessitate cutbacks in other budget areas, such as supplies and training, and
in IT development expenditures. Spending in these areas would be purely for main-
tenance.

NCSSMA is very concerned that the agency will be forced to impose furloughs if
the fiscal year 2011 budget is not adequate. Furloughs would have a devastating
effect on the public that depends on SSA for vital services, as well as our employees.
Nationally, the furloughs could translate to the following approximate daily impact
on SSA’s operations:

—180,000 daily visitors might not be seen in the 1,266 SSA field offices across

the country;

—16,000 retirement and survivors claims might not be taken from applicants;

—12,600 disability applications might not be processed for individuals who are
unable to work;

—385,000 telephone calls to SSA could go unanswered,

—50,000 individuals could fail to have a SSA card application processed;

—1,440 medical CDRs, which save $10 for every $1 SSA invests in processing
them, might not be processed;

—10,000 fewer SSI recipients might not have redeterminations of their benefits
completed to make sure payments are accurate. These reviews save $7 for each
$1 SSA spends performing them.

If SSA is funded at the fiscal year 2010 level for fiscal year 2011, without covering
inflationary increases of $350 million, this could reverse the positive progress that
has been achieved in the last few years with all of SSA’s workloads. Attempting to
address the fiscal year 2011 workload demands at SSA with fiscal year 2010 re-
source levels is not a prudent course of action and would lead to significant cutbacks
that would be devastating for members of the public who rely on SSA for essential
services and assistance.

President’s Proposed Fiscal Year 2012 SSA Budget

NCSSMA strongly supports the President’s fiscal year 2012 budget request for the
SSA. The total SSA budget request is $12.667 billion, which includes
$12,522,200,000 in administrative funding through the LAE account. This is an in-
crease of $143.3 million more than the fiscal year 2011 President’s proposed SSA
budget request.

The following is a direct quote from the SSA fiscal year 2012 budget overview:

“In fiscal year 2012, we will need a minimum administrative budget increase of
$300 million just to cover our fixed costs, including rent, guards, postage, and em-
ployee salaries and benefits. We will need funding above that level to keep up with
our growing workloads, reduce existing backlogs, and meet rising customer service
expectations.”

We respectfully request that Congress consider full funding of the President’s fis-
cal year 2012 budget request for SSA to sustain the momentum achieved on our key
priorities, maintain our front-line staffing levels, and to ensure appropriate levels
of service to the American public. This funding request would allow SSA to do the
following in fiscal year 2012:
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—Reduce the initial disability claims backlog to 632,000 by processing more than
3 million initial disability claims;

—Conduct disability hearings for 822,500 cases in 2012 and reduce the waiting
tir(rile f(()lr a hearing decision to below a year (to 326 days) for the first time in
a decade;

—Reduce pending disability hearings to 597,000 from the fiscal year 2011 level
of 668,000 (estimated) and fiscal year 2010 level of 705,367,

—Complete additional program integrity workloads—process 592,000 medical
CDRs (up from 325,000 completed in fiscal year 2010) and 2.6 million SSI rede-
terminations (up from 2.4 million in fiscal year 2010). $938 million is dedicated
in the fiscal year 2012 budget request to continue these reviews that save sig-
nificant program dollars by avoiding improper payments to beneficiaries. SSA
estimates this program integrity funding in fiscal year 2012 will result in nearly
$9.3 billion in savings over 10 years, including Medicare and Medicaid savings.
The increased funding also improves the savings in fiscal year 2012 over fiscal
year 2010 by more than $3 billion.

It is important to note that any backlogs and service deterioration related to inad-
equate fiscal year 2011 funding levels would have a collateral negative impact on
fiscal year 2012 and beyond. Backlogs make SSA much more inefficient. Substan-
tially more dollars are required to reduce a backlog than to prevent one because of
the reworking of cases. Hiring delays also have long-term effects because of the
amount of time it takes for new employees to gain proficiency.

REVIEW AND ASSESSMENT OF SSA CHALLENGES

Field Office Service Delivery Challenges

Despite staff replacements authorized in recent SSA budgets, significant overtime
hours worked, and increases in the use of Internet services, field offices are still
struggling with tremendous workload demands. SSA field offices vary in terms of
size, demographics, and location. However, all types of field offices are experiencing
tremendous stress because of our increased workloads and additional visitor traffic.
The effect of funding the SSA in fiscal year 2011 at fiscal year 2010 levels exacer-
bates the situation and has already had a significant impact on local field offices
around the country.

Frontline feedback from our busiest urban offices indicates that some have seen
their visitor traffic explode with overflowing reception areas and increased waiting
times. This can result in standing room only, lack of seating availability for disabled
clients, and visitors waiting in the hallway or even outside. Managers of busy SSA
field offices recently provided these comments:

—We handle close to 2,000 visitors a week in my office. Recent losses due to re-
tirement are affecting the service we provide, as we cannot interview the public
fast enough. It seems like the more employees we put up to interview, the more
the public comes in. Pulling employees from the back creates a backlog and re-
duction in staffing reduces our ability to handle those backlogs. If we cannot
hire to fill losses, the public will wait longer and be disadvantaged. In addition,
the safety of the employees becomes at risk as the public becomes frustrated
at the long waits. (California)

—Working in a busy office in Alabama, I can honestly say a yearlong continuing
resolution at fiscal year 2010 funding levels would be catastrophic. Our employ-
ees are stretched to the limit trying to keep up with the increased walk-in and
telephone traffic and I really do not know how much more these hard-working
people can absorb. They are working at a dangerous level—working overtime
to keep up—stress levels are high and this is evident if you spend some time
in a field office. They will only be able to continue this pace for so long. Less
funding and staffing will mean a decreased level of service to our deserving pub-
lic. We talk about world-class service in our staff meetings; this will disinte-
grate into second-class service if we do not have the staff or the funding to han-
dle the increasing workloads.

We expect our working Americans to dutifully pay their SSA taxes; however,
this comes with a promise. We promise to safeguard this money as an invest-
ment toward their retirement or the horrible possibility of a career-ending dis-
ability—a reward for their hard work and contribution to this great country. In-
adequate funding and staffing will mean we have to tell them we appreciate
their contribution, but we cannot fulfill our promise to provide timely benefits
in their time of need, or when they are eligible for well-deserved retirement.
They will just have to wait until we can “get to their claim”. This is unaccept-
able. We don’t give people the option of “opting out” of SSA taxes when they
experience financial troubles, but isn’t that what we are doing here? We under-
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stand budget woes, but does this give us a valid excuse for punishing hard-
working Americans? We seem to find funding for important causes and I can’t
think of a better cause than the public we serve who have spent their lives
making a positive contribution to make America what it is today—let’s take
care of them. (Alabama)

—On a daily basis, we average between 400 and 500 telephone calls on top of
claims and postentitlement interviews. We assign six employees to telephones
daily and we cannot handle the calls we receive. Last October we had 1 day
in which we received more than 1,100 phone calls. How can we be expected to
answer so many phone calls? Because of assignments to phone duty, I am un-
able to process approximately 240 SSI redetermination clearances a week. We
are behind by about 20 percent in SSI redetermination clearances. (Florida)

Most of SSA has been under a hiring freeze because of the current funding situa-
tion. A hiring freeze for all of fiscal year 2011 could result in a loss of more than
2,500 SSA Federal employees and up to 1,000 State employees in the Disability De-
termination Services (DDSs). SSA field office managers recently provided the fol-
I(Ffi_ving frontline feedback about the effect of the current SSA hiring freeze on their
offices:

—A hiring freeze will be detrimental, especially to the processing of our disability
workloads. Under the Commissioner’s direction, we have made tremendous im-
provement in the time it takes to get a decision. Every year the bar is set high-
er and every year SSA staff exceeds expectations. However, in the past 6
months alone, our office staff has been reduced from 57 to 53 employees. We
are anticipating a minimum of 4 more losses and will be down to 49 by the end
of the year—a 14 percent decline in staff. SSA employees take pride in their
work knowing that the American public depends on us for their financial secu-
rity. Not having the resources to process workloads in a timely manner under-
mines the positive morale of the staff as well as undermining the public’s trust
in our agency. Meeting the demands of the public is a struggle every day. We
juggle phones, walk-ins, appointments, and Internet claims daily. Despite the
flexibility of our staff, we consistently have wait times of more than an hour.
Claims Representatives consistently interview all day and have little time to
work through mail or return phone messages. Not getting to mail or messages
daily directly influences processing time to pay benefits. (Texas)

As in-office visitors increase in already busy offices, there has also been an in-
crease in the number of reported security incidents. Tensions escalate when visitors
are in crowded reception areas and many become frustrated because of the extensive
wait to be served. The societal trend of disruptive visitors to offices continues to be
a challenge. The Office of the Inspector General (OIG) issued a report, Threats
against SSA Employees or Property, on November 30, 1010. According to the report,
“SSA has experienced a dramatic increase in the number of reported threats against
its employees or property. The number of threats increased by more than 50 percent
in fiscal year 2009 and by more than 60 percent in fiscal year 2010.” This SSA man-
ager expresses the connection between staff losses, increased workloads, public dis-
satisfaction and security concerns.

—A hiring freeze for all of fiscal year 2011 would be devastating. We lost two em-
ployees over the past 8 months and could not replace them. As a result, we are
seeing our visitor waiting times increase and we are not able to answer tele-
phone calls, as we would like. By going from a staff of 18 to 16 employees, we
are barely able to hold the line on our workloads and basic services. Another
loss without replacement will undoubtedly cause the dam to break. We must
have the resources to do the work. We are already seeing much more stress on
our staff members due to assuming the workloads of the employees we lost, and
we are seeing higher frustration levels from our callers and visitors. The Amer-
ican public does not care that we are short on staff, they want to be seen quick-
ly, have their call answered quickly and get their issues resolved. I am con-
cerned that this type of frustration will lead to more threats and acts of violence
toward our staff members, not only in our own office, but also in field offices
across the country. (Kentucky)

SSA has a highly skilled, but aging workforce with about two-thirds of its more
than 60,000 employees involved in delivering direct service to the public. SSA
projects 50 percent of its employees, including 66 percent of supervisors, will be eli-
gible to retire by fiscal year 2018. Serious concerns exist about the agency’s ability
to sustain service levels with the tremendous loss of institutional knowledge from
SSA’s front-line service personnel. This SSA field office manager relates the chal-
lenges of dealing with staff retirements.

—A recent article provided staggering statistics—by 2025, nearly 1 in 4 Mon-

tanans will be older than age 65. This month, a tidal wave of baby boomers,
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7,000 Americans each day reach that milestone. By 2015, projections rank Mon-
tana fourth in the Nation in percentage of seniors. By 2025, “mature” Mon-
tanans will number 240,000—up more than 100,000.

By the end of the month, I will lose two employees—one to another Federal
agency and the other cannot take the stress of the job. We ask a lot of our pub-
lic servants in the SSA and deal daily with people living in stressful times. It
is very difficult to please people living through hard economic times. As I lose
two trained employees, I wonder what the impact will be on the level of service
we provide. I have a very conscientious staff. They like to go the extra mile,
and do whatever they can to help people. The impact of losing two staff mem-
bers in these times of doing more with less will cause great strain to an already
strained staff. The number of people that walk through our door and the num-
ber of phone calls we answer has risen tremendously. Staff and management
alike are already filling in on the phones and at the counter to provide the pub-
lic with the best possible service.

It takes at least 2 years to train an individual to work in one of our offices.
As we lose two individuals, we are already 2 years and two people behind in
providing public service to our aging population with a trained staff. A hiring
freeze is not only demoralizing to our remaining staff members, but causes more
stress to a demoralized public. (Montana)

Geographical staffing disparities will occur with attrition leaving some offices sig-
nificantly understaffed, which is especially problematic for the rural SSA field of-
fices. These offices serve customers who often live vast distances away, may have
no Internet service, and lack access to public transportation. In some rural areas,
SSA may be one of the only Government agencies with a local office. SSA is the
face of the Federal Government in many communities and the public expects their
local SSA field office to help them with all of their Government-related issues. This
SSA manager relates recent service delivery issues in their rural office.

—We are a small office in Iowa and our service area includes several counties,
which include some with the highest poverty rates in the State. For several
years, we have had the necessary staff to handle our workloads and been able
to provide some assistance to other offices. Last year we lost two employees,
leaving us with a depleted staff. Now we are not able to handle our own work-
loads. Because we have a potential driving distance for claimants of 75 miles
to come into the office, we have high telephone traffic. We find it very difficult
to handle our telephone traffic and all of the workloads and priorities that
should be done. Although use of the Internet is rising, this is not the magic an-
swer. Stress on employees who are dealing with rising workloads, pending
cases, priorities, deadlines, and unmet expectations (especially from within
themselves) affect their outlook and physical health. (Iowa)

SSA field offices provide valuable services to many diverse customers throughout
the country. The service provided to our disabled veterans is vitally important. In
September 2009, the U.S. Government Accountability Office (GAO) reported on SSA
disability benefits to wounded warriors. The GAO report indicated that from 2001
to 2008, SSA processed more than 16,000 applications for disability from wounded
warriors and their approval rate was about 60 percent. As the manager of the office
that serves the USMA at West Point, I have concerns about our ability to assist our
Wounded Warriors.

—DMy office delivers vital services to the U.S. Army Wounded Warrior Transition
Unit (WWTU) through the Soldier and Family Assistance Center. We visit this
facility regularly and provide support and SSA services to soldiers from eight
States in the Northeast. There are approximately 150 soldiers in the WWTU
on an ongoing basis and we process more than 200 leads per year for SSA-re-
lated matters. My office staffing has been reduced from 35 employees in 2005
to 30, despite large increases in workloads. Without sufficient resources and re-
placement staffing, benefits to these members of our Armed Forces will be de-
layed or become seriously backlogged (New York)

SSA workloads are expected to grow exponentially as the baby boomers retire. Re-
ducing resources while work is significantly increasing is a prescription for substan-
tial service delays and resulting inefficiencies as SSA tries to cope with the mount-
ing backlogs and recontacts by the public. SSA is a very productive agency that effi-
ciently uses the taxpayers’ moneys and must be maintained as such.

Program Integrity Investments

SSA takes great pride in its stewardship responsibilities by ensuring individuals
receive accurate payment of benefits. The agency is responsible for issuing more
than $700 billion in benefit payments annually to approximately 60 million people.
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Tax dollars must be effectively managed to minimize the risk of making improper
payments.

Balancing service commitments with stewardship responsibilities is difficult given
the complexity of the programs SSA administers, but the reduction of improper pay-
ments is one of SSA’s key strategic objectives. The two most powerful tools for re-
ducing improper payments are conducting medical CDRs and SSI redeterminations.

—CDRs are periodic reviews of a disability beneficiary’s medical condition to de-
termine whether an individual is still disabled, or if benefits should be ceased
because of medical improvement. Medical CDRs yield more than $10 in lifetime
program savings for every $1 spent.

—=SSI redeterminations review nonmedical factors of eligibility, such as income
and resources, to identify payment errors. SSI redeterminations yield a return
on investment of more than $7 in program savings over 10 years for each $1
spent, including Medicaid savings accruals.

Investment in program integrity workloads to ensure accurate payments and save
taxpayers’ dollars is necessary and prudent. Adequate final appropriations from fis-
cal year 2008—fiscal year 2010 allowed SSA to address critical program integrity
work. SSA invested $759 million toward program integrity efforts in fiscal year
2010. The 2.4 million SSI redeterminations and 325,000 medical CDRs completed
in fiscal year 2010 produced more than $6 billion in estimated savings (in overpay-
ments prevented or projected to be collected).

The President’s fiscal year 2011 SSA budget request proposes SSA will accomplish
2.422 million SSI redeterminations and increase the number of medical CDRs con-
ducted by 31,000 to 360,000 cases. If SSA is able to fulfill its fiscal year 2011 pro-
gram integrity targets for medical CDRs and SSI redeterminations, the estimated
program savings over the next 10 years is nearly $7 billion, including savings to
Medicare and Medicaid.

Program integrity investments have an important impact. Inadequate SSA fund-
ing in fiscal year 2011 may lead to furloughs or cutbacks that would prevent the
completion of SSI redeterminations and medical CDRs.
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SSA’s OIG issued a report dated December 1, 2010, titled “Top Issues Facing So-
cial Security Administration Management—Fiscal Year 2011.” This report provides
OIG’s perspectlves on the most serious management challenges facing SSA. The full
report available at http://www.ssa.gov/oig/ADOBEPDF/
mgmt%20challenges%202011 pdf, but in part, the OIG report indicates there is a
significant need to increase the number of medical CDRs conducted by SSA.

“From CY 2005 through CY 2010, we estimate SSA will make between $1.3 and
$2.6 billion in disability benefit payments that could potentially have been avoided
if full medical CDRs were conducted when they became due. Furthermore, although
SSA plans to conduct an increased number of full medical CDRs in fiscal year 2011,
a backlog of approximately 1.5 million full medical CDRs will most likely remain.”

SSA budgetary constraints have caused the shortfall between the number of CDRs
due and the number conducted each year. Adequate funding is needed for SSA to
conduct all CDRs when they become due and to save program dollars. If SSA com-
pletes all of the 1.5 million medical CDRs, the lifetime program savings would be
more than $15 billion.

The OIG report also identifies potential cost-savings, which could be realized by
SSA conducting additional SSI redeterminations:

“SSA decreased the number of SSI redeterminations conducted between fiscal
years 2003 and 2009 by more than 40 percent. We estimated in a July 2009 report,
SSI redeterminations, that SSA could have saved an additional $3.3 billion during
fiscal years 2008 and 2009 by conducting redeterminations at the same level it did
in fiscal year 2003.”

The President’s fiscal year 2012 SSA budget request indicates the funding rec-
ommended would allow SSA to conduct at least 592,000 medical CDRs and at least
2.6 million SSI redeterminations of eligibility in 2012. SSA estimates that increased
program integrity funding in fiscal year 2012 will result in nearly $9.3 billion in
savings over 10 years, including Medicare and Medicaid savings.

NCSSMA strongly encourages Congress to provide SSA with the necessary fund-
ing to reduce the medical CDR backlog and to conduct additional SSI redetermina-
tions. Investment in program integrity workloads ensures accurate payments, saves
taxpayers’ dollars and is fiscally prudent. Failure to process these reviews has ad-
verse consequences on the Federal budget and the ongoing administration of SSA
programs.

Quality Concerns

With the ever-increasing workloads SSA must handle, concerns exist about the ac-
curacy of work being performed. SSA employees are working at a high rate of pro-
duction and their primary focus is on getting work processed, oftentimes at the ex-
pense of quality. Given the significant overall dollars involved in SSA’s payments,
even the slightest errors in the overall process can result in significant improper
payments.

Reduced staffing affects not only the number of employees available to complete
production work, but also management and review positions that ensure quality
work is completed. SSA is making efforts to improve quality of the work product
with its new trainees. Most offices are completing proficiency reviews after new em-
ployees complete their training class. This will help develop a more technically pro-
ficient employee and improve our quality, but resources are necessary for this.

SSA places a high priority on meeting workload goals, but meeting these goals
and maintaining quality requires sufficient resources. The core problem relative to
addressing quality concerns is the time and pressure to complete workloads.
NCSSMA believes that conducting process reviews of cases is necessary and cannot
be sacrificed at the expense of production.

—The complexity of the SSI program makes the redetermination process a signifi-
cant area of concern relative to accuracy of changes. A targeted assessment re-
view of error-prone areas would be beneficial to ensuring a quality product.

—Process reviews are necessary to address the accuracy of disability reports re-
ferred to the Disability Determination Services (DDSs). Improved report accu-
racy would result in appropriate decisions rendered in a shorter period of time,
a critical factor given the pressure on our disability program.

—Reviews of retirement and survivor claims are necessary to ensure that entitle-
ment to benefits is not missed and claimants are selecting the most advan-
tageous month of election, whether filing by telephone, in person or via the
Internet. Having sufficient time to review a sample of all our work would allow
managers to provide proper feedback and mentoring to employees and ensure
continuing quality service.
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SSA Online eServices To Assist With Service Delivery Challenges

The expansion of services available to the American public via the Internet has
helped to alleviate the number of visitors and telephone calls to field offices. How-
ever, Internet services currently available represent only a portion of the total work-
loads accomplished by SSA. In spite of SSA’s efforts to educate the public regarding
Internet services, the willingness and ability of individuals to utilize the Internet
is not keeping pace with the increasing demand for service.

The agency goal for fiscal year 2012 is to process 50 percent of retirement applica-
tions and 38 percent of disability claims via the Internet. A study of SSA claims
indicates that online claims take less time to process on average, with a timesaving
for a retirement claim of 12 minutes and 21 minutes for a disability claim. While
eServices has assisted significantly with the high number of applications received,
field office staff must still spend significant time to adjudicate these electronically
initiated actions.

Many of the high-volume transactions currently processed in field offices are not
available on the Internet or are only being used by the public to a limited degree.
In fiscal year 2010 SSA processed more than 14.7 million SSA card-related actions
and 5.4 million benefit verifications. This represents more than 40 percent of the
45.4 million visitors to SSA field offices. SSA cards cannot be processed online be-
cause there are security and authentication issues.

NCSSMA believes that SSA must be properly funded in fiscal year 2011 and be-
yond so that it may continue to invest in improved user-friendly online services to
allow more online transactions. If individuals were able to successfully transact
their request for services online, this would result in fewer contacts with field of-
fices, improved efficiencies, and better public service. The agency requires the nec-
essary funds for finalizing the authentication process to allow more postentitlement
transactions to be processed via the Internet. With increasing workloads, it is also
imperative that SSA offers a seamless Internet disability application that is easy
to use and fully integrated with the medical portion of the claim.

Disability Workload Processes

Eliminating the disability hearings backlog continues to be SSA’s top priority, and
the agency has made a major resource investment to improve this situation. The
agency’s goal is to eliminate the backlog by 2013 and to improve processing time
to 270 days. The Commissioner has implemented several initiatives to achieve this
goal, including improving processes, compassionate allowances, improving efficiency
with automation, and increasing adjudicatory capacity. Achieving these goals will
depend on the available resources provided by SSA funding and the volume of new
hearings received.

It is important to understand that annual appropriated funding levels for SSA
have a critical impact on the hearings backlog. One of the most significant reasons
for the increase in disability hearing backlogs was the significant underfunding of
SSA. From fiscal year 2004 to fiscal year 2007, the final appropriated funding levels
approved by Congress totaled $854 million less than the President’s requests and
$3.071 billion less than the Commissioner’s requests.

However, as you can see from the chart below, from fiscal year 2008 to fiscal year
2010, the cumulative final appropriation level was $203 million more than the
President’s requests. In addition, SSA received nearly $1 billion in ARRA funding.
Half of the ARRA funds were designated to replace the aging SSA NCC. Much of
:cShSeA other ARRA funding has been utilized to help address the hearings backlog at

SSA FUNDING REQUESTS AND FINAL APPROPRIATIONS: FISCAL YEAR 2008—FISCAL YEAR 2010

[In billions of dollars]

Commissioner's | President’s re- | Final appropria- | Final vs. Presi- | Final vs. Com-

request quest tion dent missioner
Fiscal year 2008 10.420 9.597 9.745 .148 —.675
Fiscal year 2009 .. 10.395 10.327 10.454 .059 127
Fiscal year 2010 11.793 11.451 11.447 —.004 —.346
Total oo 32.608 31.375 31.646 .203 —.894

The increased resources for SSA became even more essential as the agency’s
workloads grew at a very rapid pace following the beginning of the economic down-
turn. With the increased funding SSA has received in the last 3 fiscal years, the
agency has hired 228 ALJs and 1,300 additional support staff. The agency has also
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opened or expanded 19 hearing offices, including a fifth National Hearing Center
and 8 more hearing offices are to be opened this year.

SSA’s efforts have resulted in significant progress in reducing both the number
of pending hearings and the amount of time a claimant must wait for a hearing de-
cision. At the end of fiscal year 2010, the pending hearings were reduced to 705,367
cases nationwide, the lowest level in 5 years. In February 2010, the average proc-
essing time for a hearing was 365 days, the lowest level since December 2003. At
its peak, it took nearly 18 months for a hearing decision.

Even though this 1s positive news, the hearing offices are facing a significant
wave of new hearings that are being filed, as seen in the chart below.

ODAR PERFORMANCE DATA THROUGH FEBRUARY 2011

Fiscal Pending SSA Hearing Yearly hearing Yearly Average AL

Iscal year hearings processing times receipts dispositions dispositions
20111 s 2722,872 371 2829,373 2784,693 2.44
2010 705,367 426 721,841 737,616 2.38
2009 722,822 491 625,003 660,842 2.37
2008 760,813 514 591,888 550,805 2.3
2007 746,744 512 581,687 547,951 2.19
2006 715,568 483 561,609 558,978 2.2
2005 708,164 443 598,726 519,359 2.2
2004 635,180 391 634,175 561,461 (3)
2003 556,369 343 662,733 571,928 (3)
2002 463,052 333 596,959 532,106 (3)
2001 392,397 307 554,376 465,228 (3)

LFiscal year 2011 information is from October 2010 through February 2011.
2Fiscal year 2011 data is projected figure based on October 2010 through February 2011 performance.
3Not applicable.

This chart projects that approximately 400,000 additional hearings will be filed
from fiscal year 2009 through fiscal year 2011 than were filed in fiscal year 2008.
This is attributable to the increased number of disability claims being filed since
the economic downturn that began in 2008.

The Congressional Budget Office (CBO) released a report July 22, 2010: “Social
Security Disability Insurance: Participation Trends and Fiscal Implications.” Accord-
ing to this report, disability beneficiaries tripled from 2.7 million to 9.7 million peo-
ple from 1970 to 2009. The CBO projects the number of disability beneficiaries will
grow to 11.4 million by 2015. In fiscal year 2010, SSA received 619,306 more initial
disability claims than in fiscal year 2008. In fiscal year 2011, SSA anticipates re-
ceiving 629,000 more initial disability claims than in fiscal year 2008.

The rise in disability claims filings has also created backlogs in the State DDSs.
At the end of fiscal year 2010, the number of pending initial disability claims was
at an all-time high of 824,192 cases, which was 258,522 more than at the end of
fiscal year 2008, a 46 percent increase. In the first 5 months of fiscal year 2011,
the number of initial disability claims pending has been reduced to 774,130. This
foreshadows the second wave of cases coming to the hearing offices.

To eliminate the hearings backlog in fiscal year 2013, SSA will need to adjudicate
a record number of cases in fiscal years 2011 and 2012—more than 800,000 each
year. Complicating this monumental task is the furloughing of workers in 10 States,
including DDS employees, despite the fact that SSA provides 100 percent of the
funding necessary for the DDSs to operate. SSA must also deal with an anticipated
retirement wave of ALJs, with 59 percent currently eligible for optional retirement.

Despite these unprecedented challenges, SSA continues to utilize the additional
resources received in the last 3 fiscal years to clear more disability claims and hear-
ing cases. Unfortunately, the number of claims and hearings pending is still not ac-
ceptable to the thousands of Americans who depend on the SSA for SSI for their
basic income, meeting healthcare costs, and support of their families. It is essential
that adequate funding be provided to SSA to replace lost staff and work overtime
to maintain the momentum achieved in reducing the number of disability cases
pending and the time it requires to process these cases.

Information Technology Investments

SSA is confronted with major challenges in managing its Information Technology
programs to keep up with rapidly expanding workloads. NCSSMA believes it is crit-
ical that SSA receive adequate funding to allow for much-needed IT investments.
This is vitally necessary for SSA to replace our aging NCC, to maintain systems
continuity and availability, and to improve IT service delivery. Any rescission of
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Carryover IT funds could seriously jeopardize SSA’s initiatives to implement auto-
mation and technological efficiencies to address service delivery demands.

The agency is in the process of replacing its NCC and has received ARRA funding
for this purpose. The existing NCC is more than 30 years old and has significant
structural issues that necessitate its replacement. Additionally, the NCC’s capacity
is severely strained by increasing workloads and expanding telecommunication serv-
ices to support the agency’s business.

In the previously referenced OIG report dated December 1, 2010, managing the
timing of the transition from the existing data center to a new center has become
a concern.

“SSA estimates that by 2012, [its National Computer Center] as a stand-alone
data center will no longer be able to support this expanding environment.”

SSA has also made a major investment in improving its telephone service. The
agency is in the midst of replacing telephone equipment with Voice over Internet
Protocol (VOIP). The VOIP technology telephone system integrates SSA’s networks
and provides faster call routing. The agency is approximately 74 percent complete
with this initiative, with 936 of its 1,266 field offices now have the new VOIP equip-
ment. SSA anticipates completion of this project by March 2012.

With SSA’s volume of telephone calls increasing, successfully implementing VOIP
is essential to address growing public service demands. While early VOIP installa-
tions experienced problems with the equipment and services, the agency has made
significant strides in addressing those concerns. Voice quality, management infor-
mation data, and programming issues are being addressed and resolved, but SSA
IT funding is critical to the successful completion of this major initiative.

Legislative and /or Regulatory Actions To Improve SSA Program Efficiency

NCSSMA recommends consideration of the following legislative and/or regulatory
proposals that can improve the effective administration of the Social Security Pro-
gram, with minimal effect on program dollars. NCSSMA believes these proposals,
which are included in the fiscal year 2012 budget request, have the potential to in-
crease administrative efficiency and lower operational costs.

—Enact the WISP.—This proposal would replace the complex work provisions in
the Social Security Disability Program, including the trial work period, substan-
tial gainful activity determinations, extended period of eligibility and expedited
reinstatement, and replace these provisions with an earnings test comparable
to that of RSI beneficiaries under full retirement age. This provision would sim-
plify the entire work incentive process for the beneficiary and SSA. Work years
saved by SSA currently spent in enforcing the prior provision could be redi-
rected to other priority workloads.

—PFederal Wage Reporting—This proposal would require employers to report
wages quarterly; the proposal would not affect reporting of self-employment. In-
creasing the timeliness of wage reporting would enhance tax administration and
improve program integrity for a range of programs. This program would give
SSA more immediate access to earnings information for the SSI program, there-
by decreasing underpayments.

—Require That SSA be Provided With Information on Workers Compensation.—
Provision of this information in an electronic fashion would greatly reduce the
number of contacts necessary by SSA personnel to State and local governments,
along with private insurance providers. Having accurate information at the time
of determinations would ensure more accurate decisions, thereby reducing incor-
fect payments. This proposal would save both administrative and program dol-
ars.

—WEP/GPO.—NCSSMA supports the proposal to develop automated data ex-
changes for States and localities to submit useful and timely information on
pensions that are based on work not covered by Social Security. These cases are
complex and error-prone. Availability of this information would allow for more
efficient case processing, as well as prevent future overpayments.

CONCLUSION

The management and staff of the SSA are highly committed to serving the Amer-
ican public, but we must have the tools and resources to do so. SSA is the safety
net of America and if adequate funding is not provided, public service will deterio-
rate, with longer waiting times, unanswered calls, increased backlogs, and signifi-
cant hardship on needy individuals. The appropriated funding levels for fiscal year
2004 through fiscal year 2007 did not adequately fund SSA and contributed to a
degradation of service to the public. We hope there will be a careful assessment of



58

Evhat anay be done to provide adequate funding for the SSA in fiscal year 2011 and
eyond.

In our view, which is shared by many others, Social Security is the most success-
ful Government program in the world. We are a very proud and productive agency
that efficiently uses the taxpayers’ moneys, and the SSA must be maintained as
such for future generations. NCSSMA sincerely appreciates the subcommittee’s in-
terest in the vital services the SSA provides and the ongoing support to ensure SSA
has the resources necessary to serve the American public. We remain confident this
increased investment in SSA will benefit our entire Nation.

On behalf of the members of NCSSMA, I thank you again for the opportunity to
submit this written testimony to the subcommittee and state our viewpoints.
NCSSMA members are not only dedicated SSA employees, but are also personally
committed to the mission of the agency and to public service. We respectfully ask
that you consider our comments, and would appreciate any assistance you can pro-
vide 1n ensuring the American public receives the critical and necessary service they
deserve from the SSA.

Senator HARKIN. And thank you all very much for your testi-
monies.

We'll start a round of 5-minute questions, here.

Mr. Dirago, we’ll start with you. I held a field hearing at the
University of Northern Iowa campus on February 5 this year. And
we discussed these budget cuts like this, including to the Social Se-
curity Administration, on communities in Iowa. Jerry Nelson, a
field office manager from Waterloo field office, testified. And he
presented a pretty stark picture of the impact that budget cuts on
TIowan’s filing for disability benefits and walking through their door
for even basic services.

As a field office manager in Newburgh, New York—again, the
impact—what is the impact of potential cuts like this on those who
walk through your door and call you on the phone? Again, just give
me a good example.

Mr. DirRAGO. Well, waiting time in our offices is really an issue.
In terms of the number of people walking into our offices on a daily
basis, the average waiting time across the country is about 21 min-
utes. If we’re not funded properly and we don’t have replacement
staff, those waiting times are going to go up significantly.

The other effect would be the processing of our disability claims
and the backlogs that would occur. If funding is not provided, there
would be delays in that. Potentially, the hearings backlog progress
would be reversed.

Our telephone calls coming into the offices, there’s a tremendous
volume. Last year, I mentioned, 100 million telephone calls that
SSA handled. My office alone receives about 4,000 telephone calls
in a month. It’s very difficult to get to those folks, and we try to
do the best job that we can

S?enator HARKIN. Four thousand phone calls. How many employ-
ees?

Mr. DirRAGO. We have 30 employees in Newburgh.

Senator HARKIN. But, not all those would be employees who
would be representatives that could handle a phone interview, are
they?

Mr. DIRAGO. Well, there’s four management employees and the
rest of the folks are on the front lines.

Senator HARKIN. So, that’s 26, yeah?

Mr. DIRAGO. Yeah.

Senator HARKIN. For

Mr. DIRAGO. And we do——
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Senator HARKIN [continuing]. 3,000 calls.

Mr. DIRAGO [continuing]. The best job we can. But, sometimes—
you know, it—the resources are very short.

The other impact that I would mention specifically is the pro-
gram-integrity workloads. Theyre tremendously important. Last
year, we did about 2.4 million in the agency. And that has a huge
benefit. We already talked about the potential of $1 to $7 savings—
$1-$7 in savings for every $1 invested. My office does in excess of
2,000 redeterminations. And again, if we don’t have the resources,
and if the staffing is not replaced, then we’re not going to get to
those workloads. And then the long-term effect would be negative.

Senator HARKIN. Someone told me also about the phone calls
coming into your offices, that these are not usually 30-second
phone conversations.

Mr. DIRAGO. No, generally, the phone calls that come in, that are
to the field offices, are often in regards to claims development,
which could be to resolve issues on their disability applications;
could be complex issues in the Supplemental Security Income Pro-
gram, where you have to go into development of income and re-
sources. So, oftentimes those telephone calls are 5 to 10 minutes,
or even more. The telephone calls that go into the teleservice center
sometimes can be resolved very quickly, where they may be just a
request for location of an office or a request for a benefit
verification. So, generally when folks call the local field office, they
want to speak to someone in the local field office because they have
an issue that needs to be addressed, with a particular claims rep-
resentative, about their claim.

Senator HARKIN. And, while I'm very supportive of technology
and putting more things online—Commissioner Astrue talked
about that—as I travel around my State of Iowa, and I go to so
many small towns and places, where we have a lot of elderly people
that live by themselves—in many cases, in small houses, and the
only thing they have is Social Security; that’s all they’ve got—they
just aren’t too proficient online. And a lot of them don’t even have
online services. In rural areas, they just don’t have it. And so,
while technology’s okay, it just doesn’t reach, I think, a big seg-
ment of the population out there that are elderly. Now, that may
change as the Baby Boomers start to retire and people who are
used to using online services retire. But, I'm saying, for the present
generation out there, I mean, some of them have never used com-
puters before, have never gone online.

Mr. DIRAGO. Yes. We've—in terms of the agency, right now we'’re
at about 34 percent online, in terms of the claims filed, between a
combination of retirement, survivors, and disability, which is very
good. It’s a significant improvement over prior years.

The Commissioner’s fiscal year 2012 goal is 50 percent in retire-
ment and 38 percent in disability. But, you are correct, there’s—
rural counties, there’s issues, in terms of access to the Internet;
there’s issues, oftentimes, with people’s ability to handle the dif-
ficult process of processing

Senator HARKIN. Right.

Mr. DIRAGO [continuing]. A claim online, particularly disability
claims. That’s the large challenge.
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The one point I'd like to make—the agency is in the process of
improving its disability online application, and that’s an important
initiative, and would be very helpful, because if more claims are
taken online the—what we have to work on, in terms of the of-
fices—we’d be better able to handle that. Because every one of
those online claims still has to be handled within the office. So, the
local field office reviews the claim, makes the decision, in terms of
any entitlement factors, may pursue other development. In terms
of the disability, they have to basically clean up the entire applica-
tion so that the product that’s sent to the disability determination
services is accurate and so they can make a good decision.

Senator HARKIN. All right. Thank you. My time’s up.

Senator SHELBY. Thank you, Mr. Chairman.

Mr. Hammond, I'll direct the first question to you, if I could.

In your testimony, you note that, while funding for Social Secu-
rity Administration administrative expenses is critical, AARP has
equal concern for many other vital programs. Specifically, you note
the importance of sufficient funding to help seniors afford to pay
Medicare premiums, for senior nutrition, and job-training pro-
grams, and the Low-Income Energy Assistance Program. Funding
for these initiatives also falls within this jurisdiction of this sub-
committee.

As we work to craft a bill in these tough economic times, and to
balance funding priorities for programs that serve our aging popu-
lation, do you think a 9.4-percent increase for the Social Security
Administration’s administrative expenses is the best use of limited
resources, especially, given substantial buildup of Social Security’s
reserve funds, which you know that this funding may take from
other programs you believe are vital to seniors?

Mr. HAMMOND. Sir, I think—pardon me, I forgot the microphone
again.

Senator SHELBY. Go ahead.

Mr. HAMMOND. I think it’s very important for us to understand
that Social Security is a real safety-net program for this country.
We have millions of Americans who are now on Social Security. We
have more millions of Americans who will be on Social Security
within the next 10 to 15 to 20 years. Unless we provide a viable
system that can take applicants, process their claims, and do it ac-
curately and efficiently and quickly, we’re going to have longer lists
than we have now, waiting for some help. And, as Senator Harkin
mentioned, many of those folks have Social Security as their only
means of income. So, we need to beef up the Social Security Admin-
istration program to the point where it can handle these new appli-
cants and the other applicants that are coming through SSI and
through the disability claims department, and give them the re-
sources that they need.

Certainly, those other programs are very important to us. But,
we think there needs to be bipartisan support to find solutions to
those programs, too.

Senator SHELBY. Absolutely. What recommendations, specifically,
would you make to the Social Security Administration to attain its
goal of improving service to the public? That’s very important to all
of us.
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Mr. HAMMOND. I'm not here with any specific recommendations
this morning, Senator, but I'd be happy to have staff——

Senator SHELBY. Could you do——

Mr. HAMMOND [continuing]. Talk with you about that.

Senator SHELBY [continuing]. Some for the record? Would
you

Mr. HAMMOND. Yes.

Senator SHELBY [continuing]. You or AARP——

Mr. HAMMOND. Yes, we can do something

Senator SHELBY [continuing]. So we can consider them.

But—because we're interested in spending the money wisely,
being efficient for the people who need assistance. Not to waste
money, but to do it timely; as you are, I'm sure.

Mr. HAMMOND. We can have staff do something on that regard.

Senator SHELBY. Ms. Ford, I've got a question for you, if I could.

Ms. FORD. Sure.

Senator SHELBY. It’s my understanding that the majority of the
Social Security Administration’s administrative expenses are at-
tributed to the Disability Insurance Program. Given your work
with the Consortium for Citizens with Disabilities, could you dis-
cuss briefly the impact of the Social Security Administration’s ef-
forts, to date, to fast-track disability claims? Specifically, has the
disability community noted an improvement in the time to approve
claims of those with severe disabilities through Social Security’s
fast track initiatives, known as Compassionate Allowances and
Quick Disability Determinations? Is that program working? And, if
it is, good; if it’s not, how can we suggest they improve it, if you
have some suggestions?

Ms. FORD. Yes, Senator, we have been watching that and have
worked with the administration, and note that those two programs
have been working. The Quick Disability Determination, I believe
that they are still able to decide cases in well under the 20 days.
I can’t cite, chapter and verse, the exact number of days. And the
Compassionate Allowance Program has been able to choose certain
types of impairments, where they can determine that the evidence
is there and the type of impairment, and the evidence with it, will
lead them to a quick decision. And they are——

Senator SHELBY. The right decision, right?

Ms. FORD. The right decision quickly. And they are moving slow-
ly, not too quickly. I think it’s important not to move too quickly,
so that they do it properly. And we believe that that is working.

We want that to work well, because we think it’s important that
it not—I don’t think it would be good to move too fast and have
it work improperly. But, there is good promise there that the ad-
ministration can move cases——

Senator SHELBY. Is it more——

Ms. FORD [continuing]. Quickly, when the

Senator SHELBY [continuing]. Efficient than it——

Ms. FORD [continuing]. Evidence is there.

Senator SHELBY [continuing]. Used to be?

Ms. Forp. Pardon?

Senator SHELBY. Is it a lot more

Ms. ForD. Oh, absolutely.

Senator SHELBY [continuing]. Efficient?
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Ms. FOrRD. Much more efficient.

Senator SHELBY. That’s what I was saying.

Ms. Forb. I wish I could cite you the

Senator SHELBY. Okay.

Ms. FORD [continuing]. The times, but I can’t.

Senator HARKIN. If you can get some of that for the record——

Ms. FOrD. Yes. I'm sure

Senator HARKIN [continuing]. It would be good.

Ms. FORD [continuing]. And I'm sure the administration will be
able to give that to you——

Senator HARKIN. Okay.

Ms. FORD [continuing]. But we can get that for you.

[The information follows:]

LETTER FROM THE CONSORTIUM FOR CITIZENS WITH DISABILITIES

JuLy 27, 2011.

Hon. ToM HARKIN,
Chairman, Senate Appropriations Subcommittee on Labor, Health and Human Serv-
ices, and Education and Related Agencies, Washington, DC.

Hon. RICHARD C. SHELBY,
Ranking Member, Senate Appropriations Subcommittee on Labor, Health and
Human Services, and Education and Related Agencies, Washington, DC.

RE: Information for the record, Senate Committee on Appropriations, Labor-HHS
Subcommittee hearing on the Social Security Administration budget, March 9,
2011

DEAR CHAIRMAN HARKIN AND RANKING MEMBER SHELBY: Thank you for the op-
portunity to testify on March 9, 2011 on behalf of the Consortium for Citizens with
Disabilities (CCD) regarding funding for the Social Security Administration (SSA)
in fiscal years 2011 and 2012. At the hearing, the Committee asked for additional
information for the record regarding three topics.

Compassionate Allowance and Quick Disability Determination

Senator Shelby asked for additional information on efficiencies under SSA’s Com-
passionate Allowance (CAL) and Quick Disability Determination (QDD) initiatives.
Through CAL and QDD, cases receive expedited processing within the context of the
existing disability determination process. I testified that these programs are work-
ing and provide an efficient way for SSA to arrive at accurate, timely determina-
tions for people with some of the most serious impairments in cases where evidence
can be quickly and easily obtained, and there is a high likelihood that they meet
disability eligibility criteria.

In fiscal year 2010, SSA identified 4.6 percent of all initial disability claims as
CAL or QDD; SSA reports that it can “complete these disability claims in days com-
pared to months.”? Unfortunately, statistics that quantify this are unavailable: SSA
collects, but does not report, CAL and QDD processing times. The SSA Office of the
Inspector General recently recommended adding data on CAL and QDD processing
times and allowances to SSA’s annual Performance and Accountability Report, and
providing more detailed data on each program.2 Such data would help policymakers
and the public better understand the efficiency and effectiveness of the CAL and
QDD initiatives.

Social Security Beneficiaries With Disabilities

Senator Shelby also asked how many people with disabilities receive Social Secu-
rity. As of May, 2011 approximately 15,611,000 people received Social Security Old
Age, Survivors, and Disability Insurance (OASDI), Supplemental Security Income
(SSI), or both, on the basis of their own disability.3

1Social Security Administration (November, 2010). Performance and Accountability Report for
FY 2010. http://www.ssa.gov/finance.

2 Office of the Inspector General, Social Security Administration (April, 2011). Performance In-
dicator Audit: The Social Security Administration’s Fiscal Year 2010 Performance Indicators. A—
02-10-11076.

3Social Security Administration (May, 2011). Monthly Statistical Snapshot, May 2011.
Accessed July 1, 2011 at http:/ssa.gov/policy/docs/quickfacts/stat snapshot/index.html.
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Amendment 195 to HR. 1

Senator Harkin asked for additional information regarding Amendment 195 to
H.R. 1. This amendment would prohibit any Federal funds appropriated for the rest
of fiscal year 2011 from being distributed under the Equal Access to Justice Act,
28 U.S.C. § 2412 (“EAJA”).

The EAJA was signed into law by President Reagan in 1980 after receiving broad
bipartisan Congressional support. The EAJA provides attorneys’ fees to individuals,
small businesses, and nonprofits who prevail in claims against the Federal Govern-
ment and who can prove that the Federal Government was not “substantially justi-
fied” in bringing or defending the case.

The EAJA allows low-income and middle-income people who cannot otherwise af-
ford an attorney to bring their claims. For example, the EAJA allows people with
disabilities and seniors to appeal denials of Social Security benefits to Federal court,
and veterans to appeal decisions to the Board of Veterans’ Appeals and to the Court
of Appeals for Veterans Claims. The fees paid under the EAJA are assessed against
the Federal agency involved and, as a result, do not reduce the past due benefits
received by the plaintiff/claimant.

As discussed in my written testimony, CCD is concerned that by making legal
representation less available, Amendment 195 would make it more difficult for peo-
ple whose disability claims have been denied to pursue their claims in Federal
court. For that reason, my testimony urged the Subcommittee to oppose inclusion
of similar language in the fiscal year 2011 and 2012 spending packages.

On May 25, 2011, legislation that would have a similar effect as Amendment 195
was introduced in both the House and Senate (Government Litigation Savings Act;
H.R. 1996 and S. 1061). As more information and analysis on this legislation be-
comes available, we will forward it to you. Additionally, for more information about
how the legislation may affect Social Security claimants, you may wish to contact
Nancy Shor, Executive Director of the National Organization of Social Security
Claimants’ Representatives, at 201-567—4228 or nosscr@att.net.

In closing, thank you for the opportunity to testify and for your leadership in con-
sidering the needs of people with disabilities. Please do not hesitate to contact me
if you require any additional information.

Sincerely,
MARTY FORD,
Consortium for Citizens with Disabilities,
Co-Chair, Social Security Task Force.

Ms. ForbD. I think it—they are both good programs. We like to
watch this carefully, because we want to be sure that the cases are
being handled properly. But, yes, there is great promise there in
making

Senator SHELBY. Good.

Ms. FORD [continuing]. Sure that cases can move more quickly.

Senator SHELBY. I also noted in your testimony that you ex-
pressed support for the administration’s proposed Disability Work
Incentives Simplification Pilot Program, which would provide bene-
ficiaries with the flexibility to return to work without fear of losing
their benefits. Could you elaborate on the concerns that bene-
ficiaries have on trying to return to work? And what additional rec-
ommendations would you make? Because some people are tempo-
rarily disabled, and they might get better, but they've got to get
back in the workforce, and it’s hard.

Ms. FORD. There are a lot of concerns that people with severe
disabilities have about returning to the workforce. One is the issue
of whether or not they’re going to be able to maintain the medical
care that they need. Once they become conditioned to the—you
know, their new life with the impairment that they may have ac-
quired, do they have the medical treatment and support that they
need? And will they be able to maintain work? Some people find
that they will be able to, and therefore they won’t need the pro-
gram anymore. Some people find that, in attempting to work, they
may not be able to maintain that. Those experiences are what peo-
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ple are worried about. Will they be able to get back into the Social
Security

Senator SHELBY. Sure.

Ms. FORD [continuing]. System if they need it? And——

Senator SHELBY. That’s very critical, though

Ms. ForD. Yeah.

Senator SHELBY [continuing]. To someone that’s been out of the
workforce. They don’t want to use—lose their benefits; yet, if they
could take a step toward work, and without losing them

Ms. ForD. Right.

Senator SHELBY [continuing]. It would be helpful, would it not?

Ms. ForD. But—it would. But, if it took you 2 to 3 years to get
into the program

Senator SHELBY. I understand.

Ms. FORD [continuing]. That’s one of the problems. And so, if you
knew that, once you were in the program, you could attempt work
without having to go back

Senator SHELBY. Sure.

Ms. FORD [continuing]. Through that 2- or 3-year process, that
you could just simply come back in, and that risk of having to reen-
ter would——

Senator SHELBY. Sure.

Ms. FORD [continuing]. Be gone, and you had an easy on-and-off.
You could take those risks and attempt work. And that’s what we
would like to——

Senator SHELBY. Without fear of——

Ms. FORD [continuing]. See happen.

Senator SHELBY [continuing]. Losing everything at once.

Ms. FORD. Yes.

Senator SHELBY. To——

Ms. FORD. Yes.

Senator SHELBY. In other words, try and see if they can
swim

Ms. ForDp. Right.

Senator SHELBY [continuing]. In the water, huh?

Ms. ForD. Have a good connection to the medical—to the Medi-
care. And have a good connection to the

Senator SHELBY. Sure.

Ms. FORD [continuing]. Cash benefit, if you need it. And those
are the things that we think could happen in the work incentive
simplification (WIS) program, and that’s why we would like to work
with SSA——

Senator SHELBY. Well, that would help——

Ms. FORD [continuing]. On that.

Senator SHELBY [continuing]. Help the program and help

Ms. FORD. Yes.

Senator SHELBY [continuing]. The people, would it not?

Ms. FoRD. I think it would help immensely.

Senator SHELBY. We worked on that.

Ms. FORD. Yes.

Senator SHELBY. Mr. Dirago—is that right?

Mr. DIRAGO. Yes.

Senator SHELBY. Your administration is the frontline service pro-
vider for the Social Security Administration in communities all
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over the Nation. Would you elaborate on the legislative and regu-
latory actions that you recommend in your written testimony, and
to—as to simplify the work incentive process, to improve the Social
Security Administration program efficiencies? That’s very impor-
tant.

Mr. DiraGO. Okay.

Senator SHELBY [continuing]. Because we’ve got a lot of people
working at this. The Social Security has been a good program, but
to say we can’t improve it, is nonsense. You know? You just cited
how we could improve it.

Mr. DIRAGO. And I would just elaborate on the work incentive
simplification, as well. That’s probably the most significant legisla-
tive change that’s included in the fiscal year 2012 budget request.

The complexity of the—of disability work-incentive development
is just beyond belief. You have trial work period, you have substan-
tial gainful activity, you have extended period of eligibility. It’s an
extremely complex area for our technicians to resolve when individ-
uals attempt to return to work. The proposal would greatly simplify
that and make it more of an earnings test, as opposed to these
complex decisions. And, as Ms. Ford just indicated, we would sup-
port it significantly, because it would reduce administrative costs,
in terms of developing these cases.

It would also overcome the fear that individuals have of return-
ing to work, because, as was stated, individuals once—it takes
them sometimes 2 years to get on the program; and, when they'’re
on, they just don’t want to try to go back to work, because they're
fearful of losing the little economic security that they have. So, we
would strongly encourage that.

We also encourage—there’s some wage matching that we encour-
age, in terms of windfall elimination provisions in Government
pension offsets, where there could be some kind of automatic

Senator SHELBY. What do you mean by that?

Mr. DIrRAGO. Well, in terms of if individuals receive some form
of a public benefit, a Government retirement payment, so that
there would be matching with Social Security records so that we
Ean resolve any payment issues. So, that if there’s more inter-
aces

Senator SHELBY. Well, that’s a question of information tech-
nology, isn’t it?

Mr. DIRAGO. Yes, it is.

Senator SHELBY. And the database you have——

Mr. DIrRAGO. Right.

Senator SHELBY. And that can be done.

Mr. DirAGO. Right. And there’s also—Federal wage reporting
would be something else, in terms of reporting wages on a quar-
terly basis; that would help us significantly.

Senator SHELBY. About how many people, roughly, are on Social
Security disability in the Nation? Just roughly.

Mr. DIRAGO. I don’t want to misstate the number. I will get——

Senator SHELBY. Well, just roughly.

Mr. DIRAGO [continuing]. It for you.

Senator SHELBY. Just give a ballpark figure.

Mr. DIRAGO. Wow.

Senator SHELBY. Is it in the millions?
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Mr. DIRAGO. Oh, definitely in the millions.

Senator SHELBY. Is it 5 million, 10 million?

Mr. DirAGO. Hold on

Ms. FoRD. Is it approximately 11?

Mr. DIRAGO [continuing]. One second, here.

Ms. FORD. I’'m thinking 11 million. But, I

Senator SHELBY. Eleven million? Could you furnish it for the
record?

Mr. DIRAGO. Absolutely.

[CLERK’S NOTE.—The information was provided in the July 27,
2011 letter from the Consortium for Citizens With Disabilities.]

Seilator SHELBY. Let’s assume it’s just 10 million—that’s a lot of
people.

Now, in going back to what Ms. Ford said, if some of those peo-
ple, statistically, will get better—some of them have different prob-
lems; some will never get better, we know that, and—but, if we
could ferret out who is getting better.

Mr. DIRAGO. Yeah, and that’s part

Senator SHELBY [continuing]. Who could work, and would like to
work—and without throwing them in a ditch, to help them to get
out, that would help vitalize this program, would it not? And for
others that maybe are much more in need.

Ms. FORD. Help—to give them the opportunities to——

Senator SHELBY. You see what I mean, Ms. Ford?

Ms. FORD [continuing]. To try work and to get a——

Senator SHELBY. Absolutely.

Ms. FORD [continuing]. Foothold in the workforce, without the
fear of losing the support system that they’ve had to depend on.

Senator SHELBY. I know it’s not a total analogy, but in welfare
reform, I know, myself, people that were drawing benefits, espe-
cially single mothers, a lot of them, and dropped out of school and
we didn’t knock out their benefits. And a lot of them have gone and
finished high school. I know some that have gone on—I know one
that’s an electrical engineer right now. But, if we had knocked out
their benefits, their props, they would never have made that step
toward the marketplace. And I think—isn’t that what we want to
do, where people are able and want to work again, Ms. Ford?

Ms. FORD. Yes, absolutely.

Senator SHELBY. Okay.

Ms. FORD. We need to give them an opportunity.

Senator SHELBY. Absolutely.

Mr. Chairman, I thank you for your indulgence on your time.

Senator HARKIN. No, it was a good exchange.

Now, that’s what the President’s proposal is going to, hopefully,
going to try to do, is to test a new system out on this. And I'm look-
ing forward to working with the administration on the implementa-
tion of this pilot program, starting next year. See if it works.

I would hasten to add, though, that a lot of this information is—
mentioned about the information technology, but I'm quick to point
out that, in addition to the cuts in H.R. 1, it rescinds $500 million
in reserves that we have for information technology upgrades in
the Social Security Administration. So, on the one hand, we want
to use information technology to help us do the work better and
more efficiently; and then we take $500 million from the reserve
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fund for information technology upgrades and expenses. So, I just
wanted to point that out, that that’s another little whack out there
that might happen.

I just had one follow up question, Ms. Ford. In your testimony,
you mention an amendment—an amendment to H.R. 1, I guess,
was adopted, I guess—that will adversely impact the ability of dis-
ability claimants to obtain legal representation in Federal court.
Could you discuss that a little bit more, and its impact on people
with disabilities?

Ms. FOrD. It was the—let me find my copy, here.

Senator HARKIN. You said—mentioned amendment 195 or some-
thing? I don’t——

Ms. FORD. Yes, it was the—it would make it difficult for people
whose claims have been denied to take their claims to Federal Dis-
trict Court, since no funds would be available for payment of fees
or expenses, under the Equal Access to Justice Act. And we are
fearful that that could make legal representation unavailable to
claimants who need to pursue their claims in Federal court. And
so, we just wanted to bring that to the subcommittee’s and the full
committee’s attention to ensure that no such language would enter
into the Senate bill.

Senator HARKIN. Do we have any—if you don’t have the informa-
tion now, maybe we could get it for the record, about how many
claimants actually seek to take their cases to Federal court. I don’t
know if we know that, or not.

Ms. ForD. When you mention Nancy Shor, she might have that.

Do you have any idea?

Ms. SHOR. About 20,000.

Ms. ForD. About 20,000 a year.

Senator HARKIN. About 20,000 a year actually seek to go to Fed-
eral—actually go to Federal court, or—actually go to Federal court.

Ms. FORD. Currently, actually go to Federal court, yes.

Senator HARKIN. And what you’re saying is that there’s some-
thing in H.R. 1 that says that we don’t provide legal representation
any longer?

Ms. Forp. That this would not allow them to receive—have their
fees paid under the Equal Access to Justice Act, yes.

Senator SHELBY. Can I ask a question?

Senator HARKIN. We can——

Senator SHELBY. Are the fees paid out of the—say, if they had
a back reward, and it depends on their work——

Ms. FOrD. As——

Senator SHELBY [continuing]. Say, an attorney’s work. And they
have to approve a fee?

Ms. ForD. That’s the case, as long as you’re still in the adminis-
trative—

Senator SHELBY. Okay.

Ms. FORD [continuing]. System. As long as you’re still working
your way through the Social Security system.

Senator SHELBY. Okay.

Ms. FORD. But, once you've finished, at the appeals level of SSA,
and then you head into Federal District Court, you're no longer
working in that——

Senator SHELBY. Okay.
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Ms. FORD [continuing]. System. Correct?

Ms. SHOR. Close.

Ms. Forp. Close.

Nancy knows this better than I do.

Senator SHELBY. Okay.

Ms. ForD. Should we submit something that describes that in
more detail?

Senator HARKIN. Well, I might want to get more information on
that, because I don’t think that we ought to be in the business of
denying access to court for people who have no money and they
have a legitimate—or they feel they have a legitimate reason to go
to Federal court to contest an administrative decision. I was not
aware of that in the—in H.R. 1—not aware that that provision was
in there.

Did you have something?

Senator SHELBY. Mr. Chairman, I just want to follow up——

Senator HARKIN. Yes.

Senator SHELBY [continuing]. On that, if I may.

Senator HARKIN. Yes.

Senator SHELBY. Do you have some statistics—and, if you don’t
have it, I'm sure you could get it and furnish it for the sub-
committee record—on—if 20,000—just roughly, 20,000 cases are
appealed from the——

Senator HARKIN. ALJ.

Senator SHELBY [continuing]. Is it the—the appeal on the Su-
preme——

Senator HARKIN. Probably ALdJ.

Senator SHELBY. Yes.

Senator HARKIN. Yes.

Senator SHELBY [continuing]. To the Federal court—Federal Dis-
trict Court—what’s the—are the statistics on overturning the deci-
sion and everything? We’d be curious about that, too.

Ms. Forp. I think——

Senator HARKIN. Well, you know what?

Ms. FORD [continuing]. We’d have to get that

Senator HARKIN. I think——

Ms. FORD [continuing]. For the record.

Senator HARKIN. I think I'm going to call Ms. Shor up to the
table. No reason we can’t.

Senator SHELBY. Good idea.

Senator HARKIN. What the heck.

So, we have a new witness here on this panel. Nancy Shor, the
executive director of the National Organization of Social Security
Claimants’ Representatives.

So, Ms. Shor, welcome to the subcommittee.

Ms. SHOR. Thank you very much.

I did want to respond to the question you had, Senator Shelby,
about the availability of a claimant’s past-due benefits to pay the
attorney’s fee. That can be available for Federal court cases, as well
as fees, pursuant to the Equal Access to Justice Act. And there’s
an offset so that it’s not a double recovery.

Senator SHELBY. Okay.

Ms. SHOR. In response to your question about the statistics for
outcome in Federal court, about 40 percent of cases annually are—
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the Commissioner’s denial is affirmed—a handful are dismissed, a
handful are paid outright, about 50 percent of the cases go back to
the agency on

Senator SHELBY. Are remanded back for a hearing.

Ms. SHOR. And about two-thirds of those cases—in about two-
thirds of those cases, the claimant is successful.

Senator SHELBY. Okay. A lot of this could be prevented if you
had all the information at the initial hearing, where you'd save
money, but it’d also bring justice if somebody was really disabled.

Ms. SHOR. No question about it.

Senator SHELBY. Is that right?

Ms. SHOR. You're absolutely correct.

Senator SHELBY. That’s—looks to me like that’s where we ought
to be working.

Ms. SHOR. Absolutely correct.

Senator SHELBY. Either, somebody’s got merit or they don’t,
sometimes it’s in between. Because the other is costly to the person
who’s denied, also costly to the person who—if the person’s re-
warded and they’re really maybe not that disabled. I don’t—1I can’t
determine that.

Okay.

Senator HARKIN. So, why do so many cases, 20,000 a year, go
through this whole system and stuff if—I mean, is it just an inter-
pretive question, or is it a question of judgment, how disabled a
person is? Why is there so much difficulty, at the beginning, in
ascertaining whether they quality or not, Ms. Shor?

Ms. SHOR. Senator, I think there are a variety of reasons. Some
of it has to do with inadequate development of the case throughout
the process, that there are impairments that this individual pre-
sents with that are never really researched and never adequately
presented.

I think there are also instances where the improper legal stand-
ards are applied throughout the process, and it isn’t til a Federal
judge steps in and directs the agency to correct an error that
they’ve been making.

There are people whose conditions worsen. They’ve got a degen-
erative type of disease so that, at the very beginning of the process,
they are—their prognosis doesn’t look so great, but, the day they
apply, there could certainly be a contested question about whether
they’re disabled, that day. And, as the process proceeds, their con-
ditions will deteriorate and additional evidence will become avail-
able.

Senator HARKIN. Complicated system.

Ms. SHOR. Complicated system.

Senator HARKIN. Not every case is the same. They’re all dif-
ferent, and that’s why sometimes people have to appeal these to
ALJs and then on to Federal court, I guess. But, I did not know
that there was this provision in H.R. 1 that would take that away.

But, I just want to be clear that, with that provision in H.R. 1,
are you saying that there are still funds available through the
passthrough?

Ms. SHOR. The Equal Access to Justice Act provides an offset so
that a claimant doesn’t have to pay the entire fee that a—that is
awarded for the court. In other words, if there were a $5,000 attor-
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ney fee awarded for the attorney’s work, there could easily be a
$3,000 or $4,000 fee awarded, under the Equal Access to Justice
Act. That money goes to the claimant, the now successful bene-
ficiary. And, of course, is desperately needed, because, almost by
definition, this person has been out of work for probably 5 years,
with the pace of processing of claims at the Social Security Admin-
istration. So, the Equal Access to Justice Act is an extremely im-
portant statute that defrays the cost of legal expenses for claimants
who find themselves having to go to Federal court.

Senator HARKIN. I don’t understand that. Let me rephrase it.

If, in fact, $500 million was rescinded—$500 million was taken
from the Special Reserve Fund for—no, no. I'm sorry, that’s not it.

If, in fact, the language, that was in H.R. 1, that says that these
funds cannot be used for appeals to District Court—I don’t have
the exact language

Ms. SHOR. No.

Senator HARKIN [continuing]. In front of me.

Ms. SHOR. Senator, the language in amendment 195——

Senator HARKIN. Yes.

Ms. SHOR [continuing]. Would stop the payment of Equal Access
to Justice Act fees, Government-wide. So, it includes Social Secu-
rity, but it includes all the other Federal agencies where plaintiffs
are potentially eligible for Equal Access to Justice Act fees.

Senator HARKIN. Oh.

Ms. SHOR. So, although Social Security cases are the largest
number of cases in which Equal Access to Justice Act fees are
awarded, the per-case fee is tiny, compared to the amounts of
Equal Access to Justice Act fees that are awarded in litigation hav-
ing to do with a lot of other Federal agencies.

So, amendment 195 doesn’t contain the words, “Social Security,”
it only talks about a prohibition on payment of any fees, in any
type of case, pursuant to the Equal Access to Justice Act.

Senator HARKIN. How much money do we—are we talking about,
do we know?

Ms. SHOR. I'm sorry, I don’t. But, I could certainly supply it.

y SeI}?ator HARKIN. Well, maybe I can get my staff to get it. Do we
now?

Senator SHELBY. Can you get it for the record, then?

Ms. SHOR. Certainly.

Senator SHELBY. That would be good.

Ms. SHOR. Absolutely.

Senator HARKIN. Okay. Well, we'll get that for the record.

Senator SHELBY. Good.

[CLERK’S NOTE.—The information was provided in the July 27,
2011 letter from the Consortium for Citizens With Disabilities.]

Senator HARKIN. Anything else?

Senator SHELBY. No, nothing.

Senator HARKIN. Well, listen. Thank you all very much.

Thank you, Ms. Shor, for adding to our deliberations here.

Senator SHELBY. Our fourth panelist.

Ms. SHOR. Thank you very much.

Senator HARKIN. Yeah, yeah. But again, we wanted to have this
hearing, to highlight the problems confronting the Social Security
Administration, that we have jurisdiction over, only in terms of the
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administrative aspect of it. We don’t have jurisdiction over policies,
we don’t have jurisdiction over solvency, and all that kind of stuff.
That’s another committee, that’s not this committee. We just have
a responsibility to make sure that the Social Security Administra-
tion gets enough money to fulfill its obligations, and to do so in a
timely manner, to make sure that, you know, it’s efficient and ef-
fective.

So, I guess we’re going to have votes today, on H.R. 1 and the
alternative, at 3 p.m. today. And again, I just wanted to have this
hearing, again, to highlight what might happen if, in fact, the H.R.
1 was enacted. And I think we’ve got some interesting testimony
on the record.

I would just state that, in administrative funding—I just want to
be clear that—here’s the data—for fiscal year 2010, we enacted
$11.447 billion, from this subcommittee. The President’s budget for
fiscal year 2011 is $12.379 billion. The House continuing resolution
has $11.322 billion. The Senate continuing resolution has $11.822
billion. And the fiscal year 2012 President’s budget is $12.522 bil-
lion. I just wanted to make sure all those figures are out there.

Anybody else—do you have anything else at all?

Senator SHELBY. No.

Senator HARKIN. Okay.

SUBCOMMITTEE RECESS

Thank you all very much. The subcommittee will stand recessed.

[Whereupon, at 11:15 a.m., Wednesday, March 9, the sub-
committee was recessed, to reconvene subject to the call of the
Chair.]






MATERIAL SUBMITTED SUBSEQUENT TO THE
HEARING

[CLERK’S NOTE.—The following testimonies were received subse-
quent to the hearing for inclusion in the record.]

PREPARED STATEMENT OF THE AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES,
AFL-CIO

Chairman Harkin, Ranking Member Shelby, and members of the Senate Appro-
priations Subcommittee on Labor, Health and Human Service, Education and Re-
lated Agencies, I thank you for the opportunity to present this statement regarding
the Limitation on Administrative Expenses (LAE) for the Social Security Adminis-
tration.

As the President of the American Federation of Government Employees, National
Council of SSA Field Operations, AFL-CIO, I speak on behalf of approximately
29,000 Social Security Administration (SSA) employees in over 1,300 facilities.
These employees work in Field Offices, and Teleservice Centers throughout the
country where retirement and disability benefit applications and appeal requests
are received, processed, and reviewed.

AFGE thanks the Senate Appropriations Committee for calling this important
hearing, at a very critical time, to examine the SSA’s budget needs for this year and
next year, in order to support the proper administration of our programs. Our em-
ployees are very concerned about prospects for furloughs, loss of staff and overtime
hours needed to keep up with rapidly expanding workloads, and general deteriora-
tion in service delivery. They care deeply about the public they serve, and the con-
tinuing uncertainty about future staffing and resources is generating high levels of
stress.

Background

During the past 3 years, with increased staffing and funding, we have substan-
tially reduced disability hearing backlogs and processing times, and turned more of
our attention to long-neglected program integrity workloads. However, working
without a budget for the past 5 months, we have been struggling to keep up with
rapidly growing requests for face-to-face and telephone service, and we could easily
slip back. We are constrained by continuing resolutions that have been funding SSA
operations at fiscal year 2010 levels, with a freeze on hiring in most parts of the
Agency. Our clients are having more difficulty accessing service, waiting times are
increasing, and backlogs have developed in initial disability benefit applications.
Field Representatives who serve clients who are mobility-impaired or live in remote
areas have all but disappeared. SSA Spokesman Mark Hinkle recently acknowl-
edged that budget pressures have slowly done away with 1,500 of the 2,000 contact
stations that existed in the 1980s.! The recession and the aging of the population
have created unprecedented demands upon the employees we represent. We are con-
cerned that, if there are further cuts in employee work years, we may be unable
to keep up with record numbers of new claims for retirement, survivor, and auxil-
iary benefits. No matter how people access service, whether face-to-face, by tele-
phone, or via the Internet, our employees need to be on the job to process new appli-
cations for benefits, and to ensure that payments are made to the right people, in
the right amount, and on time.

Budget Battles

The President proposed $12.379 billion to fund SSA administrative expenses for
fiscal year 2011, and $12.522 billion for fiscal year 2011. AFGE supports both re-
quests.

1“Social Security ends visits to seniors”, Boston Globe, January 12, 2011.

(73)
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The Agency is limited to spending $11.447 billion, the fiscal year 2010 level with
a carryover of $480 million for a total of $11.927 billion, under the current con-
tinuing resolution.

The House recently passed H.R. 1, which would cut full year funding to $11.321
billion. Additionally, H.R. 1 also includes rescissions of $500 million from the SSA
reserve fund and from a special IT appropriation of $118 million for the National
Computer Center. This would provide SSA with $10.7 billion in overall spending for
fiscal year 2011. This represents about a 5.5 percent decrease from fiscal year 2010
spending levels and would require $743 million in cuts before October 1, 2011. Such
reductions would most likely cease all hiring at the Office of Disability and Adju-
dicative Review (ODAR), which is currently exempt from the present hiring freeze
under the continuing resolution. Backlogs would escalate very rapidly, improper
payments would grow, and furloughs of employees could be implemented for up to
a month per employee. Public service will be devastated.

The Senate has proposed a fiscal year 2011 budget of $11.822 billion, which in-
cludes rescissions of $400 million of the agency reserve fund. This is essentially the
same funding level as fiscal year 2010. This budget would most likely prevent the
furloughing of Social Security workers and allow SSA “to keep the lights on.” How-
ever, SSA would most likely be forced to operate under an agency wide hiring freeze
for the remainder of fiscal year 2011, which would result in the loss of approxi-
mately 3,500 SSA and DDS employees by the end of the fiscal year. This will cause
understaffing in offices around the country. Backlogs will continue to grow and deci-
sions on benefit claims will take longer. Access to field offices and the 800 number
would take much longer and waiting times would be expected to increase.

SSA Commissioner Astrue and President Obama have determined the funding
level that is required to maintain service, and to make needed improvements. The
wide differences between the House and Senate proposals for fiscal year 2011 do-
mestic discretionary spending have raised the specter of one or more Government
shutdowns and budget-driven employee furloughs during the rest of this fiscal year.
The adverse impact of a shutdown or furloughs on Social Security’s clients, and on
the hard-working employees dedicated to serving them, would be very serious. One
week ago today, during their lunch breaks, Social Security employees in 96 facilities
across the country joined with members of their communities to make the public
aware of these threats. It is imperative that Congress pass a responsible budget for
the rest of this year that allows SSA workers to continue to provide high quality
service to the public, and avoid any interruption of services caused by shutdowns
and/or furloughs.

Penny Wise is Pound Foolish

Constraints on spending and on front-line staffing have damaged the integrity of
the programs themselves. Continuing disability reviews are not being conducted on
schedule, and Supplemental Security Income (SSI) eligibility reviews are being done
too infrequently. With insufficient staff to handle the work, SSA is forced to rely
too much on self-reporting by mail, rather than on a full examination of eligibility
factors through an interview by a trained SSA employee. Continuing disability re-
views save about $10 for every $1 spent on them, and SSI reviews about $8 for
every $1 invested in them. The President’s requests for 2011 and 2012 would pro-
vide dedicated funds to conduct more Supplemental Security Income (SSI) eligibility
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redeterminations, and more continuing disability reviews for Social Security and
SSI beneficiaries. Both the House and Senate are silent regarding this targeted
funding, and both have rescinded the vast majority of the Agency reserves, funds
that could have been used to support these critical workloads and others.

Setting the work aside because of insufficient staff and funding is penny-wise and
pound-foolish, but SSA has little choice because the disability claims and appeals
crisis demands attention. These neglected workloads have contributed to record
overpayments, nearly 9 billion in fiscal year 20072, and many of the overpayments
are uncollectible, which has captured the interest of the Government Accountability
Office. The last 2 fiscal years, SSA has been successful in reducing the overall
amount of overpayments. However, with congressional proposals to reduce Govern-
ment agency budgets and staffing, this success may be very short lived. Without
adequate staff and budget, AFGE expects to see a new record number of overpay-
ments, which may actually exceed SSA’s annual administrative expense budget
within the next few years. To make matters worse, the amount of funds lost to over-
payments over the last 10 years exceeded $55 billion. These lost funds would have
funded SSA’s administrative expenses for at least 4 years.

The Off Budget Solution

The Omnibus Reconciliation Act of 1990 provided that SSA FICA taxes and bene-
fits payments were “off budget.” Congress later interpreted that SSA’s Limitation
on Administrative Expenses (LAE) was not covered by the Omnibus Reconciliation
Act of 1990, although the Social Security Act stipulates that administrative costs
for the Social Security program must be financed by the Social Security Trust Fund.
Since the SSA LAE (e.g., staffing, office space, supplies, technology, etc.) is “on
budget,” Congress decides on a yearly basis the amount that will be authorized and
appropriated to administer SSA programs. Often SSA is left with insufficient staff
and limited overtime due to a combination of competing interests within the Labor,
Health and Human Services, Education and Related Agencies appropriation and the
congressional budget scoring system. These circumstances make it next to impos-
sible to appropriate adequate administrative funds to enable SSA to complete the
tasks assigned by Congress in a timely manner. Such shortages adversely affect dis-
ability appeals processing time and cause severe integrity problems.

The Social Security Trust Funds, projected to run a $113 billion surplus this year,
and over $128 billion next year, pay for the great majority of the operating costs
for the programs we administer. AFGE proposes that the Congress take SSA’s ad-
ministrative accounts off budget now. We are very efficient, spending just 0.9 per-
cent of income in Social Security program administration. The Agency would still
be required to justify its budget requests to Congress, and receive approval to spend
money, but there is no reason why SSA should have to compete for funding with
the many other agencies in the Labor/HHS appropriation package, when our source
of funding is almost entirely off budget.

In an “off budget” environment Congress would continue to maintain spending au-
thority but would be unencumbered by artificial caps and budgetary scoring rules.
However, Congress would continue to appropriate SSA administrative expenses to
ensure integrity and efficiency. Legislation should require SSA’s Commissioner to
document (in performance reports mandated under the Government Performance
and Results Act) how funds have been and will be used to effectively carry out the
mission of the Agency, to meet expected levels of performance, to achieve modern
customer-responsive service, and to protect program integrity.

Most importantly, GAO must annually inform Congress regarding SSA’s progress
in achieving stated goals. Congress should also mandate that SSA’s Commissioner
submit the proposed budget directly to Congress as is now only optional in the inde-
pendent agency legislation (Public Law 103—-296, § 101). This requirement to submit
the SSA budget directly to Congress may also be a provision of “off-budget” legisla-
tion and would be endorsed by AFGE.

Without sufficient funding of Social Security, the LAE will not go far enough to
put the agency on a clear path to provide its mandated services at a level expected
by the American public. SSA must receive enough funding to make disability deci-
sions in a timely manner and to carry out other critical workloads. AFGE strongly
urges Congress to separate SSA’s LAE budget authority from the section 302(a) and
(b) allocations for discretionary spending. The size of SSA’s LAE is driven by the
number of administrative functions it conducts to serve beneficiaries and applicants.
Congress should remove SSA’s administrative functions from the discretionary
budget that supports other important programs.

2Source of verification of all overpayments found in each respective OIG Annual Audit and
SSA Performance Plans for each fical year listed.
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AFGE does not believe the American public deserves poor service from SSA. Some
claimants while waiting for a disability hearings decision lose their homes, declare
bankruptcy, and die. Their families suffer tremendous financial hardships; some lose
everything during the prolonged wait for a decision. The public deserves efficient,
expeditious service. Now is the time to make the correction, so that there is stability
to run SSA programs that are so vital in providing family insurance and income se-
curity to 54 million beneficiaries.

In closing, AFGE urges the Senate to do whatever is necessary to insure that SSA
receives full funding to do the work that Congress demands from the Agency.

AFGE thanks the Subcommittee for its time and consideration of the concerns ad-
dressed in this statement. AFGE is committed to serve, as we always have, as the
employees’ advocate AND a watchdog for clients, taxpayers, and their elected rep-
resentatives.

PREPARED STATEMENT OF THE NATIONAL COMMITTEE TO PRESERVE SOCIAL SECURITY
AND MEDICARE

As President and Chief Executive Officer of the National Committee to Preserve
Social Security and Medicare, I appreciate the opportunity to submit this statement
for the record. With millions of members and supporters across America, the Na-
tional Committee is a grassroots advocacy and education organization devoted to the
retirement security of all citizens.

Chairman Harkin, Ranking Member Shelby and members of the Subcommittee on
Labor, Health and Human Services, Education, and Related Agencies, the National
Committee appreciates your holding this hearing to examine funding for the Social
Security Administration in fiscal year 2011 and fiscal year 2012.

The National Committee is committed to preserving and strengthening Social Se-
curity. This includes ensuring a strong and stable Social Security Administration
that delivers high-quality, prompt service to the public. We are certainly concerned
about the tremendous funding challenges facing the Social Security Administration
for the remainder of fiscal year 2011 and for fiscal year 2012. It is crucial that SSA
be provided with adequate funding so that they are able to provide the American
people with the level of service they expect and deserve, one that also prevents
workloads from spiraling out of control.

As you know, 54 million Americans receive Social Security benefits each month.
The benefits they receive from this program constitute a vital lifeline that is critical
to their economic well-being. Given the essential nature of Social Security, and the
increasing demands of an aging population, I believe it is extremely important that
the Social Security Administration be provided sufficient funds for operating ex-
penses so it can meet the needs of the American people.

In fiscal year 2010, the last time Congress enacted an appropriation for SSA, a
total of $11.5 billion was made available for administering the Social Security pro-

am. The President, in his fiscal year 2011 budget, requested an appropriation of

12.4 billion. Instead, Congress has enacted a series of continuing resolutions that
essentially freeze the Agency’s funding at the fiscal year 2010 level.

The House of Representatives recently passed a continuing resolution for the re-
mainder of the fiscal year that proposes significant reductions in funding, including
elimination of funds for vital systems improvement projects. The fiscal year 2011
continuing resolution being considered by the Senate increases funding over the
House-passed amount, providing needed resources to this important Agency. While
the President’s fiscal year 2011 budget request would minimize service reductions
and continue the Agency’s progress toward reducing processing backlogs in the dis-
ability program, the Senate proposed funding level is a dramatic improvement over
the funding cuts passed by the House.

Staying within the reduced spending levels authorized in previously enacted con-
tinuing resolutions has been challenging for the Social Security Administration. The
hiring freeze imposed on the Agency’s field offices has resulted in significant staffing
imbalances that have stretched the capability of the staff to provide timely and ef-
fective levels of public service.

Further cuts would exacerbate these problems, resulting in longer waiting times
for appointments to file for benefits, or for processing address changes or direct de-
posit information, delays in receiving Agency decisions, and busy signals at the
Agency’s toll-free 800 number. In addition, we understand that further cuts may
mean employee furloughs or even office closures, resulting in even greater reduc-
tions in service to America’s seniors.

While we believe the President’s funding request would best serve the American
people, we believe the funding levels proposed in the Senate’s continuing resolution
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would provide the Agency with sufficient funding to avoid major service disruptions.
We therefore urge all Senators to show their commitment to Social Security by pro-
viding the SSA with the resources it needs to do its job.

Going forward, in order for SSA to fully meet its multitude of responsibilities, the
agency will require no less than the $12.667 billion recommended in the President’s
budget for its fiscal year 2012 administrative funding. This level of funding is nec-
essary due to the increase in requests for assistance from the American public due
in large part to the economic downturn. SSA teleservice centers, hearing offices, Dis-
ability Determination Services (DDSs), and the nearly 1,300 field offices are in crit-
ical need of adequate resources to address their growing workloads. Without this
level of funding, SSA will be unable to cope with the continued increase in demand
for services and maintain the progress it has already made in providing satisfactory
service delivery to senior citizens, people with disabilities and others who rely on
Social Security.
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Senator HARKIN. The Labor, Health and Human Services Appro-
priations Subcommittee will come to order.

We welcome back Madam Secretary to the subcommittee. I want
to first start by commending you for the outstanding work that you
are doing to implement our healthcare reform law. It has been just
1 year since President Obama signed the Affordable Care Act into
law, and already millions of Americans are reaping major benefits.
Those benefits include very strong consumer protections. No longer
can large health insurers use technicalities to cancel your policy if
you get sick or impose lifetime limits on your benefits. No longer
can children be denied coverage because of a preexisting health
condition. Americans have greater access to preventative care than
ever before, and of course, young adults can now stay on their par-
ents’ plan until age 26.

In the past year, your Department has also awarded the first
grants from the Prevention and Public Health Fund, a new fund
that will not only improve the health of the American people but
also help bend the cost curve on healthcare. This fund is already
being used to help Americans stop smoking, as well as to reduce
obesity and prevent costly chronic diseases like diabetes.

Your plan for fiscal year 2011 expands on all of this work and
adds an investment in childhood immunization which data shows
saves about $6.30 for every dollar that we spend.

(79)
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Your Department is implementing these reforms with great skill
and dedication, and I thank you for your leadership.

I also want to assure you that as chairman of both this Appro-
priations subcommittee and the authorizing committee, the HELP
Committee, your Department will continue to receive the resources
you need to implement the Affordable Care Act. The American peo-
ple will not allow the hard-earned protections and benefits in this
law to be taken away. And neither will we.

Reforming healthcare is not only the right thing to do, it will
save taxpayers money and reduce the deficit by $210 billion in the
first decade and more than $1 trillion in the next. And those are
not my estimates. They are from the nonpartisan Congressional
Budget Office.

I am well aware that some opponents of healthcare reform say
they intend to use the Labor, HHS appropriations bill, our bill, as
a vehicle for defunding the Affordable Care Act. That will not hap-
pen.

Our topic today is the President’s fiscal year 2012 budget request
for the Department of Health and Human Services. Unfortunately,
as we all know, Congress still has not closed the books on fiscal
year 2011. That uncertainty makes it harder than usual to evalu-
ate the President’s request. For example, the House has proposed
major reductions to key programs like community health centers,
Head Start, and the National Institutes of Health. We do not yet
know the outcome of negotiations to complete a budget for fiscal
year 2011, but one of the things I want to cover in this hearing is
what the impact of those potential cuts would be, that is, on com-
munity health centers, Head Start, and the National Institutes of
Health (NIH).

Overall, the President’s proposed budget for fiscal year 2012 is
a good start. It is a tight budget. Total funding for the Department
is almost flat compared with fiscal year 2010, but it does include
some significant increases for key priorities like NIH, child care,
Head Start, and of course, rooting out fraud and waste in Medicare
and Medicaid.

I also applaud the administration for proposing a new early
learning challenge fund which is intended to improve the quality
of early childhood education programs. The money for this new
fund would go through the Education Department, but HHS would
be a partner in that effort.

However, some provisions in the President’s budget are a cause
for concern. I recognize that we are operating under significant fis-
cal constraints, but I am greatly disappointed by the proposed 50
percent cut to the community services block grant program. This
funding is critically important for community initiatives that pro-
vide a safety net for millions of low-income people across the coun-
try, and I will do whatever I can to oppose that cut in any bill that
comes out of this subcommittee.

I am also concerned by the proposed $2.5 billion cut to the Low-
Income Home Energy Assistance Program, as well as the small but
important $30 million cut—that would be a 72 percent cut—to the
Child Traumatic Stress Network.

But as I said, overall the budget is a good start.

Madam Secretary, I look forward to hearing your testimony.
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First, before I yield to Senator Shelby for his opening remarks,
I have received statements from the full committee chairman, Sen-
ator Inouye and the vice chairman, Senator Cochran. Their state-
ments will be inserted into the record at this point.

[The statements follow:]

PREPARED STATEMENT OF CHAIRMAN DANIEL K. INOUYE

Secretary Sebelius, given the unique geographic challenges in Hawaii it is impera-
tive that we continue to work together to address the healthcare needs of our popu-
lation. I would like to take this opportunity to thank you for your support in ad-
dresséng the medical needs of the people in Hawaii. I will provide questions for the
record.

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, thank you for chairing this hearing to review the President’s fiscal
year 2012 budget for the Department of Health and Human Services. We are
pleased to welcome the Secretary of Health and Human Services, Kathleen Sebelius
to her third appearance before our Subcommittee, and we look forward to working
with her to support our Nation’s investment in healthcare, social services programs,
medical research and disease prevention.

I am pleased that your budget includes a $745 million increase for the National
Institutes of Health. These additional dollars are essential if we are to continue to
make scientific discoveries in cancer, autism, heart disease and the many other mal-
adies that plague so many Americans.

This subcommittee will be challenged to balance the competing needs of the pro-
grams contained in your $79 billion budget. We look forward to working with you
to maintain our commitment to fiscal restraint while providing much needed in-
creases for high priority programs.

I am very sorry I cannot stay for the duration of this important hearing due to
another hearing that requires my attention, but I am submitting questions for the
record and I look forward to a response.

Senator HARKIN. Senator Shelby.
STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Thank you, Mr. Chairman.

Welcome, Secretary Sebelius.

I look forward to hearing your testimony today on the 2012 budg-
et request.

In this austere economic environment, Congress is struggling
with difficult budget decisions. We all understand the valuable role
that healthcare plays in the lives of our citizens, and we all want
to make healthcare more affordable, more accessible, and on the
cutting edge of scientific discoveries.

However, in times of economic uncertainty when every Depart-
ment should be exercising fiscal restraint, I am disappointed that
the administration has not significantly reduced healthcare spend-
ing. In fact, on top of the 9 percent increase in the entire Depart-
ment of Health and Human Services’ budget request, the 2012 bill
includes $4.2 billion in mandatory spending for the Affordable Care
Act, ACA. This is $4.2 billion that, due to Senate rules, this sub-
committee cannot reduce or rescind. It is simply more spending for
another entitlement program.

One of the most troubling aspects of the ACA is the Community
Living Assistance Services and Supports (CLASS) Act. The CLASS
Act we call it. The CLASS Act is a new voluntary Federal insur-
ance program. Its goal is twofold: to provide a cash benefit to indi-
viduals with either a functional or equivalent cognitive limitation
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that become too disabled to work and to create a voluntary insur-
ance program for healthy individuals looking to hedge against the
risk of needing long-term care in the future. However, the CLASS
Act’s poor design attempts to accomplish these two incompatible
goals with a single program. The result will be that the cost of
serving disabled workers will push premiums to unacceptably high
levels for those looking to purchase insurance, and they will decline
to buy. I think this will quickly push the program to insolvency.

The Congressional Budget Office predicts the CLASS Act will
“add to budget deficits by amounts on the order of tens of billions
of dollars.” The Department of Health and Human Services actuary
states and says, “There is a very serious risk that the program will
be unsustainable.” Even you, Madam Secretary, testified at the
Senate Finance Committee hearing early this year and said, “The
bill as written is totally unsustainable.”

In addition to the $4.2 billion included in mandatory spending for
the ACA, the budget submission includes $450 million in discre-
tionary funding. Specifically, the budget proposes to spend $120
million on the financially unsustainable CLASS Act, $236 million
for health insurance exchange operations, $38 million for
healthcare.gov, and $28 million to help consumers navigate the pri-
vate insurance market. Secretary Sebelius, we fundamentally dis-
agree on the implementation of the ACA. However, one area of the
ACA we should agree on is that $38 million to fund one website
is unacceptable.

Further, I am concerned that many important programs, such as
the Community Health Center Fund, are moved to the mandatory
side of the ledger and funded under the ACA. The question is, what
happens if the ACA is repealed and agencies’ baseline funding lev-
els are too low to cover the cost of these programs?

Finally, as we continue to review the 2012 budget, I believe we
need to ensure that our entire Nation, not just population-rich
urban areas, is reaping the benefits of healthcare programs. There
are numerous consolidations in the budget that eliminate formula-
funded grants which will result in the redirection of critical Federal
funds from smaller, rural States to urban areas. I think we must
continue to make certain that programs that are deemed competi-
tive actually allow all States to compete on a level playing field.

Mr. Chairman, the level of Federal spending, I believe, is
unsustainable. We must make steps to reduce the deficit that bur-
dens our Nation today and will continue to in the future. Every
Federal program should be reviewed to ensure it is working effec-
tively and efficiently and is a valuable use of taxpayer dollars.
However, I remain cautious about arbitrary or across-the-board
cuts to agencies and programs simply to score a political point.
Congress needs to carefully examine programs to ensure that we
are sustaining those that are effective and cutting those that are
not.

In particular, one of the most results-driven aspects of our entire
Federal budget I believe is the National Institutes of Health. Re-
search conducted at NIH reduces disabilities, prolongs life, and is
an essential component to the health of all Americans. NIH pro-
grams consistently meet their performance and outcome measures,
as well as achieve their overall mission.
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For example, in February, NIH research led to the announce-
ment of a very promising cystic fibrosis therapy that targets the ge-
netic defect that causes cystic fibrosis as opposed to only address-
ing its symptoms. The preliminary success of this drug, for in-
stance, underscores the importance of the NIH whose innovative
work on human genetics and other areas of basic science could po-
tentially lead to treatments and even cures for some of our most
devastating diseases.

Mr. Chairman, I look forward to working with you to craft a bill
tlllat balances the needs of our healthcare system with our fiscal re-
alities.

Senator HARKIN. Thank you very much, Senator Shelby.

Now we will turn to our distinguished Secretary of Health and
Human Services. Kathleen Sebelius became the 21st Secretary of
the Department of Health and Human Services on April 29, 2009.
Prior to that, of course, in 2003 she was elected as Governor of
Kansas and served in that capacity until her appointment as the
Secretary.

Prior to her election as Governor, the Secretary served as the
Kansas State insurance commissioner.

She is a graduate of Trinity Washington University and the Uni-
versity of Kansas.

I believe this will make the Secretary’s fourth appearance before
this subcommittee since her appointment.

Madam Secretary, we welcome you again. Your statement will be
ma&le a part of the record in its entirety, and please proceed as you
so desire.

SUMMARY STATEMENT OF HON. KATHLEEN SEBELIUS

Secretary SEBELIUS. Thank you, Mr. Chairman. Chairman Har-
kin, Ranking Member Shelby, members of the subcommittee, I
need to do a special shout out to my fellow Kansan, Senator Moran,
who is a new member of your subcommittee, Mr. Chairman. But
I had the privilege of working with the Senator for years on Kansas
business and now look forward to working with him in his new ca-
pacity here in the Senate.

It 1s good to be with you and discuss the President’s 2012 budget
for the Department of Health and Human Services.

In the President’s State of the Union Address, he outlined a vi-
sion of how the United States can win the future by out-educating,
out-building, and out-innovating the world so we give every family
and business the chance to thrive.

Our 2012 budget is a blueprint for putting that vision into action.
It makes investments for the future that will grow our economy
and create jobs.

But the budget recognizes we cannot build lasting prosperity on
a mountain of debt. Years of deficits have put us in a position
where we need to make some tough choices. In order to invest for
the future, we need to live within our means.

In developing our budget, we looked closely at every program in
our Department. We cut waste when we found it, and when pro-
grams were not working well enough, we redesigned them to put
a new focus on results. And, in some cases, we cut programs that
would not have been cut in better budget times.
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Now, I look forward to answering your questions on the budget,
but first I want to share some of the highlights that fall under the
jurisdiction of this subcommittee which oversees more than $72 bil-
lion of our Department’s $80 billion budget.

Last week, as the chairman said, was the 1-year anniversary of
the Affordable Care Act. Over the last 12 months, we have worked
around the clock with partners in Congress and States to deliver
on the promise of the law to the American people.

Thanks to the new law, children are no longer denied coverage
because of their preexisting health conditions. Families have new
protections under the Patient’s Bill of Rights. Businesses are begin-
ning to get some relief from soaring healthcare costs, and seniors
have lower cost access to prescription drugs and preventive care.

We are building on this first year’s progress by supporting inno-
vative new models of care that will improve patient safety and
quality while reducing the burden of rising health costs on families,
businesses, cities, and States.

We are also making new, important investments in our
healthcare workforce and community health centers to make qual-
ity, affordable care available to millions more Americans and create
hundreds of thousands of new jobs across the country.

To make sure America continues to lead the world in innovation,
our budget also increases funding for the National Institutes of
Health. New frontiers of research like cell-based therapies and
genomics have the promise to unlock transformative treatments
and cures for diseases ranging from Alzheimer’s to cancer to au-
tism. Our budget will allow the world’s leading scientists to pursue
these discoveries while keeping America at the forefront of bio-
medical research.

And because we know, Mr. Chairman, there is nothing more im-
portant to our future than the healthy development of our children,
our budget includes significant increases in funding for child care
and Head Start. Science shows that success in school is signifi-
cantly enhanced by high quality early learning opportunities,
which makes these some of the wisest investments we can make
in America’s future.

But the budget does more than provide additional resources. We
are also aiming to raise the bar on quality by supporting key re-
forms to transform the Nation’s child care system into one that fos-
ters healthy development and gets children ready for school. The
budget proposes a new early learning challenge fund, a partnership
with the Department of Education that helps promote State inno-
vation in early education. These initiatives, coupled with the qual-
ity efforts already underway in Head Start, are an important part
of the education agenda that will help every child reach their aca-
demic potential and make America more competitive.

Our budget also recognizes that at a time when so many Ameri-
cans are making every dollar count, we need to do the same. That
is why we are providing new support for President Obama’s un-
precedented push to stamp out waste, fraud, and abuse in the
healthcare system, an effort that well more than pays for itself.
Last year, we returned a record $4 billion to taxpayers. The key
part of this effort is empowering seniors to recognize and report
fraud, and we have appreciated the support of Congress and espe-
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cially Senator Harkin for the Senior Medicare Patrol Program,
which is one of our best tools for doing that.

In addition, the budget includes a robust package of legislative
proposals to root out waste and abuse within Medicare and Med-
icaid. These proposals enhance prepayment scrutiny, expand audit-
ing, increase penalties for improper actions, and strengthen CMS’
ability to implement corrective actions. We address State activities
that increase Federal spending. Over 10 years, on the conservative
side, they will deliver at least %32 billion in savings.

Across our entire Department, Mr. Chairman, we have made
eliminating waste, fraud, and abuse a top priority, but we know
that is not enough. Over the last few months, we have also gone
through our Department’s budget, program by program, to find ad-
ditional savings and opportunities where we can make our re-
sources go further.

The President’s 2012 budget makes tough choices and smart, tar-
geted investments today so that we can have a stronger, healthy,
and more competitive America tomorrow. That is what it takes to
win the future and that is what we are determined to do.

PREPARED STATEMENT

Again, thank you, Mr. Chairman, for having me here today and
I look forward to our discussion.
[The statement follows:]

PREPARED STATEMENT OF KATHLEEN SEBELIUS

Chairman Harkin, Senator Shelby, and Members of the Subcommittee, thank you
for the invitation to discuss the President’s fiscal year 2012 budget for the Depart-
ment of Health and Human Services (HHS).

In President Obama’s State of the Union address he outlined his vision for how
the United States can win the future by out-educating, out-building and out-inno-
vating the world so that we give every family and business the chance to thrive.
His 2012 budget is the blueprint for putting that vision into action and making the
investments that will grow our economy and create jobs.

At the Department of Health and Human Services this means giving families and
business owners better access to healthcare and more freedom from rising health
costs and insurance abuses. It means keeping America at the cutting edge of new
cures, treatments and health information technology. It means helping our children
get a healthy start in life and preparing them for academic success. It means pro-
moting prevention and wellness to make it easier for families to make healthy
choices. It means building a healthcare workforce that is ready for the 21st century
health needs of our country. And it means attacking waste and fraud throughout
our department to increase efficiency, transparency and accountability.

Our 2012 budget does all of this.

At the same time, we know that we can’t build lasting prosperity on a mountain
of debt. And we can’t win the future if we pass on massive debts to our children
and grandchildren. We have a responsibility to the American people to live within
our means so we can invest in our future.

For every program we invest in, we know we need to cut somewhere else. So in
developing this budget, we took a magnifying glass to every program in our depart-
ment and made tough choices. When we found waste, we cut it. When we found du-
plication, we eliminated it. When programs weren’t working well enough, we reorga-
nized and streamlined them to put a new focus on results. When they weren’t work-
ing at all, we ended them. In some cases, we cut programs we wouldn’t in better
fiscal times.

The President’s fiscal year 2012 budget for HHS totals $891.6 billion in outlays.
The budget proposes $79.9 billion in discretionary budget authority for fiscal year
2012, of which $72.4 billion is within the jurisdiction of the Labor, Health and
Human Services, Education, and Related Agencies Subcommittee.

The Department’s discretionary budget is slightly below the 2010 level. Within
that total we cover the increasing costs of ensuring the safety of our food supply,
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providing medical care to American Indians and Alaska Natives, managing our enti-
tlement programs, investing in early childhood, and advancing scientific research.
We contribute to deficit reduction and meet the President’s freeze to non-security
programs by offsetting these investments with over $5 billion in targeted reductions.
These reductions are to real programs and reflect tough choices. In some cases the
reductions are to ineffective or outdated programs and in other areas they are cuts
we would not have made absent the fiscal situation.

The budget proposes a number of reductions and terminations in HHS.

—The budget cuts the Community Services Block Grant in half, a $350 million
reduction, and injects competition into grant awards.

—The budget cuts the Low Income Home Energy Assistance Program by $2.5 bil-
lion bringing it back to the 2008 level appropriated prior to energy price spikes.

—The budget eliminates subsidies to Children’s Hospitals Graduate Medical Edu-
cation focusing instead on targeted investments to increase the primary care
workforce.

—The budget reduces the Senior Community Services Employment Program by
$375 million, proposes to transfer this program from the Department of Labor
to HHS, and refocuses the program to train seniors to help other seniors.

The budget also stretches existing resources through better targeting.

—The budget redirects and increases funding in CDC to reduce chronic disease.
Rather than splitting funding and making separate grants for heart disease, di-
abetes, and other chronic diseases, the budget proposes one comprehensive
grant that will allow States to address chronic disease more effectively.

—The budget redirects prevention resources in SAMHSA to fund evidence-based
interventions and better respond to evolving needs. States and local commu-
nities will benefit from the additional flexibility while funds will still be com-
peted and directed toward proven interventions.

These are the two goals that run throughout this budget: making the smart in-
vestments for the future that will help build a stronger, healthier, more competitive,
and more prosperous America, and making the tough choices to ensure we are build-
ing on a solid fiscal foundation.

The budget documents are available on our website. But for now, I want to share
an outline of the budget, including the areas of most interest to this Committee, and
how it will help our country invest in, and win, the future.

That starts with giving Americans more freedom in their healthcare choices, so
they can get affordable, high-quality care when they need it.

TRANSFORM HEALTHCARE

Expanding Access to Coverage and Making Coverage More Secure.—The Afford-
able Care Act expands access to affordable coverage to millions of Americans and
strengthens consumer protections to ensure individuals have coverage when they
need it most. These reforms create an important foundation of patients’ rights in
the private health insurance market and put Americans in charge of their own
healthcare. As a result, we have already implemented historic private market re-
forms including eliminating pre-existing condition exclusions for children; prohib-
iting insurance companies from rescinding coverage and imposing lifetime dollar
limits on coverage; and enabling many adult children to stay on their parent’s insur-
ance plan up to age 26. The Affordable Care Act also established new programs to
lower premiums and support coverage options, such as the Pre-Existing Condition
Insurance Plans Program and the Early Retiree Reinsurance Program. The Act pro-
vides Medicare beneficiaries and enrollees in most private plans access to certain
covered preventative services free of charge. Medicare beneficiaries also have in-
creased access to prescription drugs under Medicare Part D by closing the coverage
gap, known as the “donut hole,” by 2020 so that seniors no longer have to fear being
unable to afford their prescriptions. The Act also provides for an annual wellness
visit to all Medicare beneficiaries free of charge.

Beginning in 2014, State-based health insurance Exchanges will create affordable,
quality insurance options for many Americans who previously did not have health
insurance coverage, had inadequate coverage, or were vulnerable to losing the cov-
erage they had. Exchanges will make purchasing private health coverage easier by
providing eligible consumers and small businesses with “one-stop-shopping” where
they can compare a range of plans. New premium tax credits and cost-sharing re-
ductions will also increase the affordability of coverage and care. The Affordable
Care Act will also extend Medicaid insurance to millions of low-income individuals
who were previously not eligible for coverage, granting them access to affordable
healthcare.
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Ensuring Access to Quality, Culturally Competent Care for Vulnerable Popu-
lations.—The budget includes $3.3 billion for the Health Centers Program, including
$1.2 billion in mandatory funding provided through the Affordable Care Act Com-
munity Health Center Fund, to expand the capacity of existing health center serv-
ices and create new access points. The infusion of funding provided through the Af-
fordable Care Act, combined with the discretionary request for fiscal year 2012, will
enable health centers to serve 900,000 new patients and increase access to medical,
oral, and behavioral health services to a total of 24 million patients.

Reducing Health Care Costs.—New innovative delivery and payment approaches
will lead to both more efficient and higher quality care. For example, provisions in
the Affordable Care Act designed to reduce healthcare acquired conditions and pre-
ventable readmissions will both improve patient outcomes and reduce unnecessary
health spending. The Innovation Center, in coordination with private sector part-
ners whenever possible, will pursue new approaches that not only improve quality
of care, but also lead to cost savings for Medicare, Medicaid, and CHIP. Rate adjust-
ments for Medicare providers and insurers participating in Medicare Advantage will
promote greater efficiency in the delivery of care. Meanwhile, new rules for private
insurers, such as medical loss ratio standards and enhanced review of premium in-
creases, will lead to greater value and affordability for consumers.

Combating Healthcare Associated Infections.—HHS will use measures related to
heathcare-associated infections (HAIs) for hospital value-based purchasing begin-
ning in fiscal year 2013, as called for in the Affordable Care Act. The fiscal year
2012 budget includes $86 million—of which $20 million is funded in the Prevention
and Public Health Fund Prevention Trust Fund—to the Agency for Healthcare Re-
search and Quality (AHRQ), the Centers for Disease Control and Prevention (CDC),
and the Office of the Secretary to reduce healthcare-associated infections. In fiscal
year 2012, HHS will continue research on health-care associated infections and
tracking infections through the National Healthcare Safety Network. HHS will also
identify and respond to new healthcare-associated infections by conducting outbreak
and epidemiological investigations. In addition, HHS will implement, and ensure ad-
herence to, evidence-based prevention practices to eliminate healthcare-associated
infections. HHS activities, including those that the Innovation Center sponsors, will
further the infection reduction goals of the Department’s Action Plan to Prevent
Healthcare-Associated Infections. HHS has made progress in reducing HAIs. For in-
stance, in 2009, an estimated 25,000 fewer central line-associated blood stream in-
fections (CLABSIs) occurred among patients in ICUs in the United States than in
2001 (a 58 percent reduction). Progress in reducing CLABSIs highlights the prevent-
ability of these infections, and HHS will continue to support HAI prevention in col-
laboration with States and facility partners.

Health Services for 9/11 Terrorist Attacks.—To implement the James Zadroga 9/
11 Health and Compensation Act, the fiscal year 2012 budget includes $313 million
in mandatory funding to provide medical monitoring and treatment to responders
of the September 11, 2001 terrorist attacks and initial health evaluations, moni-
toring, and treatment to others directly affected by the attacks. In addition to sup-
porting medical monitoring and treatment, HHS will use funds to establish an out-
reach program for potentially eligible individuals, collect health data on individuals
receiving benefits, and establish a research program on health conditions resulting
from the terrorist attacks.

ADVANCE SCIENTIFIC KNOWLEDGE AND INNOVATION

Accelerating Scientific Discovery to Improve Patient Care.—The budget includes
$32 billion for the National Institutes of Health (NIH), an increased investment of
$745 million over the fiscal year 2010 enacted level, to support innovative basic and
clinical research that promises to deliver better health and drive future economic
growth. In fiscal year 2012, NIH estimates it will support a total of 36,852 research
project grants, including 9,158 new and competing awards.

Recent advances in the biomedical field, including genomics, high-throughput bio-
technologies, and stem cell biology, are shortening the pathway from discovery to
revolutionary treatments for a wide range of diseases, such as Alzheimer’s, cancer,
autism, diabetes, and obesity. The dramatic acceleration of our basic understanding
of hundreds of diseases; the establishment of NIH-supported centers that can screen
thousands of chemicals for potential drug candidates; and the emergence of public-
private partnerships to aid the movement of drug candidates into the commercial
development pipeline are fueling expectations that an era of personalized medicine
is emerging where prevention, diagnosis, and treatment of disease can be tailored
to the individual and targeted to be more effective. To help bridge the divide be-
tween basic science and therapeutic applications, NIH plans to establish in fiscal
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year 2012 the National Center for Advancing Translational Sciences (NCATS), of
which one component would be the new Cures Acceleration Network. With the cre-
ation of NCATS, the National Center for Research Resources will be abolished and
its programs transferred to the new Center or other parts of NIH.

Advancing Patient-Centered Health Research.—The Affordable Care Act created
the Patient-Centered Outcomes Research Institute to fund research and get rel-
evant, high quality information to patients, clinicians and policy-makers so that
they can make informed healthcare decisions. The Patient-Centered Outcomes Re-
search Trust Fund will fund this independent Institute, and related activities within
HHS. In fiscal year 2012, the budget includes $620 million in AHRQ, NIH and the
Office of the Secretary, including $30 million from the Trust Fund, to invest in core
patient-centered health research activities and to disseminate research findings,
train the next generation of patient-centered outcomes researchers, and improve
data capacity.

Advancing Health Information Technology.—The budget includes $78 million, an
increase of $17 million, for the Office of the National Coordinator for Health Infor-
mation Technology (ONC) to accelerate health information technology (health IT)
adoption and promote electronic health records (EHRs) as tools to improve the
health of individuals and transform the healthcare system. The increase will allow
ONC to assist healthcare providers in becoming meaningful users of health IT.

ADVANCE THE HEALTH, SAFETY, AND WELL-BEING OF THE AMERICAN PEOPLE

Enhancing the Quality of Early Care.—The budget provides $6 billion in combined
discretionary and mandatory funding for child care. These resources will enable 1.7
million children to receive child care services. The Administration also supports re-
forms to the child care program to serve more low-income children in safe, healthy,
and nurturing child care settings that are highly effective in promoting early learn-
ing; supports parental employment and choice by providing information to parents
on quality; promotes continuity of care; and strengthens program integrity and ac-
countability Additionally, the President’s budget includes $8.1 billion for Head
Start, which will allow us to continue to serve 968,000 children in 2012. The Admin-
istration is also working to implement key provisions of the Head Start Reauthor-
ization, including requiring low-performing programs to compete for funding, that
will improve program quality. These reforms and investments at HHS, in conjunc-
tion with the Administration’s investments in the Early Learning Challenge Fund,
are key elements of the broader education agenda designed to help every child reach
his or her academic potential and improve our Nation’s competitiveness.

Preventing and Treating HIV/AIDS.—The budget supports the goals of the Na-
tional HIV/AIDS Strategy to reduce HIV incidence, increase access to care and opti-
mize health outcomes for people living with HIV, and reduce HIV-related health dis-
parities. The request focuses resources on high-risk populations and allocates funds
to State and local health departments to align resources to the burden of the epi-
demic across the United States. The budget includes $2.4 billion, an increase of $85
million, for HRSA’s Ryan White program to expand access to care for persons living
with HIV/AIDS who are otherwise unable to afford healthcare and related support
services. The budget also includes $858 million for domestic HIV/AIDS Prevention
in CDC, an increase of $58 million, which will help CDC decrease the HIV trans-
mission rate; decrease risk behaviors among persons at risk for acquiring HIV; in-
crease the proportion of HIV infected people who know they are infected; and inte-
grate services for populations most at risk of HIV, sexually transmitted diseases,
and viral hepatitis. In addition, the budget proposes that up to one percent of HHS
discretionary funds appropriated for domestic HIV/AIDS activities, or approximately
$60 million, be provided to the Office of the Assistant Secretary for Health to foster
collaborations across HHS agencies and finance high priority initiatives in support
of the National HIV/AIDS Strategy. Such initiatives would focus on improving link-
ages between prevention and care, coordinating Federal resources within targeted
high-risk populations, enhancing provider capacity to care for persons living with
HIV/AIDS, and monitoring key Strategy targets.

Addressing the Leading Causes of Death and Disability.—Chronic diseases and in-
juries represent the major causes of morbidity, disability, and premature death and
contribute to the growth in healthcare costs. The budget aims to improve the health
of individuals by focusing on prevention of chronic diseases and injuries rather than
focusing solely on treating conditions that could have been prevented. Specifically,
the budget includes $705 million for a new competitive grant program in CDC that
refocuses disease-specific grants into a comprehensive program that will enable
health departments to implement the most effective strategies to address the lead-
ing causes of death. Because many chronic disease conditions share common risk



89

factors, the new program will improve health outcomes by coordinating the interven-
tions that can reduce the burden of chronic disease. In addition, the allocation of
the $1 billion available in the Prevention Fund will improve health and restrain the
growth of healthcare costs through a balanced portfolio of investments. The fiscal
year 2012 allocation of the Fund builds on existing investments and will align with
the vision and goals of the National Prevention and Health Promotion Strategy
under development. For instance, the CDC Community Transformation Grants cre-
ate and sustain communities that support prevention and wellness where people
live, learn, work and play through the implementation, evaluation, and dissemina-
tion of evidence-based community preventive health activities.

Preventing Substance Abuse and Mental Illness.—The budget includes $535 mil-
lion within the Substance Abuse and Mental Health Services Administration
(SAMHSA) for new, expanded, and refocused substance abuse prevention and men-
tal health promotion grants to States and Tribes. To maximize the effectiveness and
efficiency of its resources, SAMHSA will deploy mental health and substance abuse
prevention and treatment investments more thoughtfully and strategically.
SAMHSA will use competitive grants to identify and test innovative prevention
practices and will leverage State and Tribal investments to foster the widespread
implementation of evidence-based prevention strategies through data driven plan-
ning and resource dissemination.

Supporting Older Adults and their Caregivers.—The budget includes $57 million,
an increase of $21 million over fiscal year 2010, to help seniors live in their commu-
nities without fear of abuse, and includes an increase of $96 million for caregiver
services, like counseling, training, and respite care, to enable families to better care
for their relatives in the community. The budget also proposes to transfer an Older
Americans Act program that provides community service opportunities and job
training to unemployed older adults from the Department of Labor to HHS. As part
of this move, a new focus will be placed on developing professional skills that will
enable participants to provide services that allow fellow seniors to live in their com-
munities as long as possible.

Pandemic and Emergency Preparedness.—While responding to the HIN1 influ-
enza pandemic has been the focus of the most recent pandemic investments, the
threat of a pandemic caused by H5N1 or other strains has not diminished. HHS is
currently implementing pandemic preparedness activities in response to lessons
learned from the HIN1 pandemic in order to strengthen the Nation’s ability to re-
spond to future health threats. Balances from the fiscal year 2009 supplemental ap-
propriations are being used to support recommendations from the HHS Medical
Countermeasure Review and the President’s Council of Advisors on Science and
Technology. These multi-year activities include advanced development of influenza
vaccines and the construction of a new cell-based vaccine facility in order to quickly
produce vaccine in the United States, as well as development of next generation
antivirals, rapid diagnostics, and maintenance of the H5N1 vaccine stockpile.

The HHS Medical Countermeasure Review described a new strategy focused on
forging partnerships, minimizing constraints, modernizing regulatory oversight, and
supporting transformational technologies. The request includes $665 million for the
Biomedical Advanced Research and Development Authority, to improve existing and
develop new next-generation medical countermeasures and $100 million to establish
a strategic investment corporation that would improve the chances of successful de-
velopment of new medical countermeasure technologies and products by small and
new companies. The budget includes $70 million for FDA to establish teams of pub-
lic health experts to support the review of medical countermeasures and novel man-
ufacturing approaches. Additionally, NIH will dedicate $55 million to individually
help shepherd investigators who have promising, early-stage, medical counter-
measure products. Finally, the budget includes $655 million for the Strategic Na-
tional Stockpile to replace expiring products, support BioShield acquisitions, and fill
gaps in the stockpile inventory.

STRENGTHEN THE NATION’S HEALTH AND HUMAN SERVICE INFRASTRUCTURE AND
WORKFORCE

Strengthening the Health Workforce—A strong health workforce is key to ensur-
ing that more Americans can get the quality care they need to stay healthy. The
budget includes $1.3 billion, including $315 million in mandatory funding, within
HRSA, to support a strategy which aims to promote a sufficient health workforce
that is deployed effectively and efficiently and trained to meet the changing needs
of the American people. The budget will initiate investments that will expand the
capacity of institutions to train over 4,000 new primary care providers over 5 years.
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Health Workforce Diversity.—As part of these health workforce investments, the
budget also includes $163 million at HRSA for Health Workforce Diversity programs
to improve the diversity of the Nation’s health workforce and improve care to vul-
nerable populations. This funding will support training programs and scholarship
opportunities to students from disadvantaged backgrounds enrolled in health profes-
sions and nursing programs.

Expanding Public Health Infrastructure—The fiscal year 2012 budget supports
State and local capacity so that health departments are not left behind. Specifically,
the budget requests $73 million, of which $25 million is funded in the Prevention
Fund, for the CDC public health workforce to increase the number of trained public
health professionals in the field. CDC’s experiential fellowships and training pro-
grams create an effective, prepared, and sustainable health workforce to meet
emerging public health challenges. In addition, the budget requests $40 million in
the Prevention Fund to support CDC’s Public Health Infrastructure Program. This
program will increase the capacity and ability of health departments to meet na-
tional public health standards in areas such as information technology and data sys-
tems, workforce training, and regulation and policy development.

INCREASE EFFICIENCY, TRANSPARENCY, AND ACCOUNTABILITY OF HHS PROGRAMS

Strengthening Program Integrity.—Strengthening program integrity is a priority
for both the President and myself. The budget includes $581 million in discretionary
funding, a $270 million increase over fiscal year 2010, to expand prevention-focused,
data-driven, and innovative initiatives to improve CMS program integrity. The
budget request also supports the expansion up to 20 Strike Force cities to target
Medicare fraud in high risk areas and other efforts to achieve the President’s goal
of cutting the Medicare fee-for-service error rate in half by 2012. The proposed 10
year discretionary investment yields $10.3 billion in Medicare and Medicaid savings,
a return of about $1.5 for every dollar spent. In addition, the budget includes a ro-
bust package of program integrity legislative proposals to expand HHS program in-
tegrity tools and produce $32.3 billion in savings over 10 years. We appreciate the
support of Congress, particularly Chairman Harkin, on efforts to fight Medicare
fraud. I look forward to working with the Subcommittee on this issue.

In addition, the Affordable Care Act provides unprecedented tools to CMS and law
enforcement to enhance Medicare, Medicaid, and Children’s Health Insurance Pro-
gram (CHIP) program integrity. The Act enhances provider screening to stop
fraudsters from participating in these programs in the first place, gives the Sec-
retary the authority to implement temporary enrollment moratoria for fraud hot
spots, and increases law enforcement penalties. Additionally, the continued imple-
mentation of the Secretary’s Program Integrity Initiative seeks to ensure that every
program and office in HHS prioritizes the identification of systemic vulnerabilities
and opportunities for waste and abuse, and implements heightened oversight.

Implementing the Recovery Act.—The American Recovery and Reinvestment Act
provides $138 billion to HHS programs as part of a government-wide response to
the economic downturn. HHS-funded projects around the country are working to
achieve the goals of the Recovery Act by helping State Medicaid programs meet in-
creasing demand for health services; supporting struggling families through ex-
panded child care services and subsidized employment opportunities; and by making
long-term investments in health information technology (IT), biomedical research
and prevention and wellness efforts. HHS made available a total of $118 billion to
States and local communities through December 31, 2010; recipients of these funds
have in turn spent $100 billion by the same date. Most of the remaining funds will
support a signature Recovery Act program to provide Medicare and Medicaid incen-
tive payments to hospitals and eligible healthcare providers as they demonstrate the
adoption and meaningful use of electronic health records. The first of these Medicaid
incentive payments were made January 5, 2011. More than 23,000 grantees and
contractors of HHS discretionary programs have to submit reports on the status of
their projects each calendar quarter. These reports are available to the public on
Recovery.gov. For the quarter ending December 31, 2010, 99.6 percent of the re-
quired recipient reports were filed timely. Recipients that do not comply with report-
ing requirements are subject to sanction.

CONCLUSION

This budget is about investing our resources in a way that pays off again and
again. By making smart investments and tough choices today, we can have a strong-
er, healthier, more competitive America tomorrow. This testimony reflects just some
of the ways that HHS programs improve the everyday lives of Americans.



91

Under this budget, we will continue to work to make sure every American child,
family, and senior has the opportunity to thrive. And we will take responsibility for
our deficits by cutting programs that were outdated, ineffective, or that we simply
could not afford. But, we need to make sure we're cutting waste and excess, not
making across the board, deep cuts in programs that are helping our economy grow
and making a difference for families and businesses. We need to move forward re-
sponsibly, by investing in what helps us grow and cutting what doesn’t.

My department can’t accomplish any of these goals alone. It will require all of us
to work together. I look forward to working with you to advance the health, safety,
and well-being of the American people. Thank you for this opportunity to speak with
you today. I look forward to our conversation.

Senator HARKIN. Thank you very much, Madam Secretary.

We will start a round of 5-minute questions and recognize people
in order of appearance at the subcommittee. So I will start, and
then Senator Shelby, then we will go by order of appearance at the
subcommittee.

HEAD START

Madam Secretary, I want to focus on early childhood programs,
the impact of H.R. 1, the House-proposed bill, which would cut over
$1 billion from Head Start and the child care programs. This would
go well beyond whatever we did in the Recovery Act. It actually
would cut the funding below the level where they stood prior to the
Recovery Act.

I just visited a Head Start center in Iowa, talked to parents there
and the Head Start program people and the teachers, and the im-
pact in my own State would be pretty severe. They estimate about
1,800 kids in Towa would lose their Head Start program.

Can you just tell us for the subcommittee what do you see as the
impact of H.R. 1 on Head Start, what changes are you making to
Head Start to ensure that children receive high quality services,
and just a little bit about the early learning challenge fund and the
purpose of it?

Secretary SEBELIUS. Mr. Chairman, I share your interest and
focus on early childhood education as being an investment that
pays huge dividends in the long run. If H.R. 1 were to become the
law, the budget for Head Start would be cut about $1.1 billion
below 2010 funding, and we think about 218,000 children across
the country who are currently being served would lose those slots
both in Head Start and in Early Head Start.

The President, by contrast, has proposed an increase in Head
Start, feeling that that is an investment that is important to make.
Even though our budget is flat-lined, he has chosen to make an in-
crease in that area, or recommend an increase.

We have looked across the range of programs at Head Start and
since studies have been done to indicate there has not been enough
progress made as children become school-eligible and continue on
in school, we are relooking at all kinds of features with the Depart-
ment of Education in terms of school readiness. The programs are
currently being upgraded and updated in great collaboration and
partnership with the Department of Education.

We are also, Mr. Chairman, recompeting the 25 lowest-per-
forming quadrant of the programs, feeling that automatic ongoing
funding has not provided an incentive to update and upgrade the
quality.
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Senator HARKIN. By the way, I commend your Department and
your leadership in that area.

Secretary SEBELIUS. Well, I think parents need to be assured
that whatever out-of-home placement they choose for their child,
whether it is a child care setting or Head Start or a school-based
early education program, that the same goals are in place. And
that is really what the early learning challenge grant is about.

States—and I will take some credit for what we did in Kansas—
are frankly a bit ahead in this. A lot of States have been very inno-
vative in early child care and early education opportunities, putting
all the placement folks at the table and insisting that the same
kind of quality standards be in place.

The early learning challenge grant would be a partnership with
HHS and Department of Education who together run the scope of
the child care programs and make sure that we are putting incen-
tives in place to drive higher quality because children who enter
school less prepared than their peers, often, by the third grade, are
so far behind that they will never catch up. We know that having
not only developmentally ready children but educationally ready
children is a way to really open those doorways of opportunity, and
that is what the focus has been.

Senator HARKIN. Thank you, Madam Secretary.

COMMUNITY HEALTH CENTERS

My last question—I am running out of time—has to do with com-
munity health centers. I happen to think the community health
center has been one of the great underpinnings of our health sys-
tem in America, 1,100 of them nationwide providing the kind of
healthcare that low-income people need when they walk in that
door. Could you explain the impact of the proposed cuts in H.R. 1,
what that would do, and how many patients we might lose?

Secretary SEBELIUS. The billion dollars that would be, again, cut
from the community health center funding below 2010 would
serve—we are calculating that about close to 3 million of the people
currently served in community health centers would lose that op-
portunity, and 10 million who are looking forward to having access
to community health centers would also not have those sites avail-
able. Along with the health center sites themselves are the
healthcare providers, doctors, nurses, nurse practitioners, mental
health professionals. So, with the Recovery Act, the Affordable
Care Act, and the budget investments, the community health cen-
ter footprint is scheduled to go from serving about 20 million Amer-
icans to serving 40 million Americans in the most underserved
areas, rural and urban, throughout the country.

Senator HARKIN. Thank you very much, Madam Secretary.

Senator Shelby.

CLASS ACT

Senator SHELBY. Secretary Sebelius, the CLASS Act attempts to
address an important public policy concern, that is, the need for
non-institutional long-term care, but it is viewed by many experts
as financially unsound. The President’s Fiscal Commission rec-
ommended reform or repeal of the CLASS Act. You stated to health
advocacy groups—and I will quote you—that “it would be irrespon-
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sible to ignore the concerns about the CLASS program’s long-term
sustainability in its current form.”

The President’s budget proposal includes a request of $120 mil-
lion for the CLASS Act which would be the first discretionary ap-
propriation for the program. If you are unable to certify that it will
be sustainable absent a massive taxpayer infusion of funds, why
should Congress want to appropriate the requested $120 million in
taxpayer funds for a program that a lot of the experts project will
fail? And what will prevent the Department from subsidizing this
alleged self-sustaining program with taxpayer funds once it is im-
plemented and then fails? Is that a concern of yours?

Secretary SEBELIUS. Senator, the law as written has some pretty
clear directions that we have to be able to certify before benefits
would become available to promote to the public for their voluntary
enrollment that the program is not only sustainable short-term but
sustainable long-term. It needs a 20-year and a 75-year actuarial
projection of sustainability.

There also is a very clear directive in the law that prohibits any

taxpayer dollars being spent to subsidize what may be a program
that is on shaky financial ground.
. So those are the two guardrails that we are looking at very close-
y.
We are working with actuaries. In fact, the head actuary from
GenWorth, who has probably the biggest footprint in this space,
has become our chief actuary on the CLASS modeling program. But
looking at the flexibility that we have, frankly, to look at work re-
quirements, premium indexing, and enrollment—three of the ele-
ments that are really critical to making sure you have a solvent
program in the future, if indeed only the disabled community en-
rolls—this program is immediately insolvent in a fiscal manner be-
cause there will not be enough income to pay for the benefits.

The money that you have referred to in the budget, which is
being requested as an initial outreach and enrollment feature, is
designed to make sure we have a solvent program, which means
you need to reach into a younger, healthier population, market ben-
efits——

Senator SHELBY. In other words, it is taxpayers’ money you are
asking for here. Right? $120 million.

Secretary SEBELIUS. It is budgeted money that could make the
CLASS program sustainable into the future. Yes, sir.

Senator SHELBY. The budget proposal for the CLASS Act also in-
cludes $93.5 million in new Federal spending for, “information and
education to ensure that an adequate number of individuals would
enroll in the program.” While I do not agree myself with Congress
appropriating $120 million for an insolvent program, it makes even
less sense to me to spend $93.5 million of that funding to promote
a program that we know is structured currently to fail.

How do you justify, Madam Secretary, spending such a large sum
of money on promotion efforts, given you will be promoting a pro-
gram that is not quite defined?

Secretary SEBELIUS. Well, again, Senator, we would not promote
a program that could not be sustained, and I am prohibited by law
from doing that. So it is our intent to—and we are engaged in ex-
tensive outreach to look at the elements of the program that need
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to be adjusted in order to make sure it is sustainable. I have just
mentioned three of them: the work requirements, the premium in-
dexing issues, and the outreach efforts.

The outreach is absolutely essential to engage the employer com-
munity and engage citizens who right now—frankly, most think
that Medicare provides long-term care, which it does not. Most
think that that is a benefit that they have to look forward to, and
there really is no private market opportunity right now for the
kind of residential assistance that most people want and need.

Senator HARKIN. We will do other rounds.

Senator SHELBY. I will come back.

Senator HARKIN. We have a lot of people here. I want to make
sure everyone gets a chance.

I will recognize in order now Senator Pryor, Senator Johnson,
Senator Moran, Senator Reed, Senator Brown, and Senator Mikul-
ski. Senator Pryor.

WASTE, FRAUD AND ABUSE

Senator PRYOR. Thank you, Mr. Chairman.

And thank you, Madam Secretary, for being here.

Let me follow up on something that we actually talked about 1
year ago in this subcommittee, and we were talking about waste,
fraud, and abuse. You had a request in I think for $110 million to
do a 2-year process, I guess you can say, to try to get all the Medi-
care payment data sets in one system. And I understand we have
had some budget issues in the meantime, but I am curious about
where you are in that process. I guess you got some of the money
appropriated, but tell me where you are in that process?

Secretary SEBELIUS. Well, Senator, there is a broad-based effort
underway to put together what is called in the private market “pre-
dictive modeling,” the kind of data checks that credit card compa-
nies use to find if there is an aberrant billing pattern. So, if 10 flat
screen TVs end up on your credit card, you are likely to get a call
saying did you purchase 10 flat screen TVs before they actually
send the money out the door. We have never had that ability with
Medicare data in five or six different systems and not integrated.

We are building that database. We are well down the line to
modeling now what we can do, and with the Affordable Care Act,
we were given new tools to actually be much more nimble in stop-
ping payments before they go out the door. So the opportunity to
go from the old “pay and chase” model, where the money went out
and then we tried to put back together the scheme of the crooks
and find them at some point, to actually stopping that from ever
happening in the first place, using the very effective tools that the
private sector has used for years, is well underway and we hope
to be up and running. We do have a request in the budget that
would continue not only that but the strike force opportunities and
building that data system, enforcing scrutiny as providers come
into the system, all of which we think will be very effective. Last
year alone, Senator, we got about a 7 to 1 return on dollars out/
dollars in, which I think just gives a prelude to what could be effec-
tive in terms of building some firewalls at the very front end.
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Senator PRYOR. Great. At one point you had, I think, a deadline
of trying to get this up and running at least in some measure
maybe at the end of 2011. Are you still on track there?

Secretary SEBELIUS. I think we have been a little bit frozen in
terms of our capabilities of moving ahead. So there are some new
assets in the Affordable Care Act that we are continuing to mobi-
lize. We are still working on 2010 assumptions in our budget, and
as you know, one of the things that the House continuing resolu-
tion would do to our budget is take an additional $500 million out
of CMS administrative overhead, reducing us to a level that is
about 2006. So we are a little uncertain what the funding would
be, but this is definitely a program that well pays for itself.

CHILDREN’S HOSPITAL GRADUATE MEDICAL EDUCATION

Senator PRYOR. In the President’s budget, it eliminates funding
to children’s hospitals for graduate medical education. And I am
concerned about that because pediatricians really are the primary
care providers for our children. So when I see something like that,
it makes me concerned that, in effect, we are going to harm the
3bility to train physicians to be primary care physicians for chil-

ren.

So what assurance can you give me today that this budget is not
going to harm our ability to train more qualified pediatricians?

Secretary SEBELIUS. Well, I share your concern, Senator, and can
assure you that in rosier budget times this would not have been
a proposal to take that $317 million out of the budget. There are
some exclusive children’s hospitals that have that funding. I would
tell you that there is $40 million in our block grant for maternal
and child health that trains pediatricians and pediatric residents
across the country, as well as Medicaid training of about $3.89 bil-
lion, again some of which comes to pediatricians. So this is not the
sole source of funding for pediatricians. But I share your concerns
that primary care docs and particularly those who deal with chil-
dren are critical.

Senator PRYOR. And I do not have time to ask the question, but
there is a Government Accountability Office (GAO) report that
came out this month. It is GAO-11-318SP, and it looks for oppor-
tunities to reduce potential duplication in Government programs,
save tax dollars, and enhance revenue. And I notice that your De-
partment is mentioned in here many, many times on ways that
hopefully we can save money and stop duplication. We do not have
time to really ask because other Senators are waiting, but I hope
you will look at that——

Secretary SEBELIUS. We are.

. Senator PRYOR [continuing]. And take their recommendations to
eart.

Secretary SEBELIUS. Thank you.

Senator HARKIN. Thank you, Senator Pryor.

And now we will turn to Senator Johnson. I want to welcome our
new member to the committee and the subcommittee. As a matter
of fact, I was just checking with my staff. This may be a unique
situation where we have two Senators from the same State on the
same subcommittee on the Appropriations Committee. So welcome
to the subcommittee, Senator Johnson.



96

AFFORDABLE CARE ACT

Senator JOHNSON. Well, thank you, Mr. Chairman. It is a privi-
lege to serve on the subcommittee with you.

Madam Secretary, it was a pleasure meeting you earlier.

I want to center on the Affordable Care Act or law I guess. First
of all, obviously your background is pretty impressive, being a
health commissioner and Governor of the State. You obviously un-
derstand health insurance pretty deeply.

Have you ever purchased, though, a healthcare plan for a group
of individuals, other than the State? I mean for 50 employees, 100
employees.

Secretary SEBELIUS. Yes, sir. I ran the State health insurance
program which was the largest covered group in Kansas for 90,000
covered lives. We negotiated 10 or 12 various competitive plans,
kind of the exchange that we are looking to set up in States around
the country. It is exactly that model.

Senator JOHNSON. Again, that is a very large group, obviously.
Just so you understand my background, I am an accountant by
training, a business owner for the last 31 years, and I have been
buying healthcare for the people that work with me for 31 years.
So I understand fee-for-service. I understand a self-insured plan
where you are buying inspector general coverage and specific cov-
erage. I know about PPO’s and HMO’s. Obviously, with the back-
ground with my daughter, having to seek out the best surgical
technique for her, I always made sure that the employees that
worked with me had that exact same freedom in a fee-for-service
type of plan to be able to go anywhere in the country to do that.
So basically what I do is I bring the perspective of a business
owner, a business manager who will be making the kind of deci-
sions on healthcare coverage under this Affordable Care Act.

So from my standpoint, this is a very complex bill, 2,700 pages.
We have another 6,200 pages, what I was reading, in terms of ad-
ditional regulations that have been written since that point in
time. So I try and simplify things. I am trying to look at the bigger
picture. And so I would like to start by just asking some basic
questions we can kind of agree on some figures here because I am
a very reality-based guy. I want to look at facts and figures.

So is it true that about 163 million people in America get their
healthcare through an employer-sponsored plan? Is that about the
correct number?

Secretary SEBELIUS. I think it is about 180 million.

Senator JOHNSON. The Congressional Budget Office (CBO) has
issued a study, a report that claims that under the healthcare law
now, that by 2016 the average cost of a family plan will be in ex-
cess of $15,000. Is that pretty much your

Secretary SEBELIUS. I assume that is accurate.

Senator JOHNSON. It is. We will stipulate that.

Is it also true that under the healthcare law now, if an employer
with more than 50 employees does not provide, I guess, affordable
coverage, the penalty to that employer will be $2,000 per employee?

Secretary SEBELIUS. It is an employer responsibility. If that em-
ployee qualifies for the taxpayer subsidy that is in the bill, then
there is, yes, a payment into the fund so that that cost is not shift-
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ed on to other taxpayers who are, indeed, providing coverage for
their employees and paying for the subsidy.

Senator JOHNSON. So the CBO has also estimated now that they
are thinking—it is starting, I think, at 2.6 million rising to about
3.6 million employees will lose their coverage, will be dropped from
their employer-sponsored care into the Government exchange. Is
that about the right figure?

Secretary SEBELIUS. Well, I know there were all sorts of studies
done by all kinds of people, sir, during the course of the debate,
and I think before we have a framing of a plan and the opportunity
to look at how affordable these plans are, one of the directives, as
you know, with the State-based plan is that it be affordable cov-
erage. So I think there is not at all a firm number on how many
employers will or will not do what they are voluntarily doing now.

Senator JOHNSON. But that is how this thing has been scored
dollar-wise in terms of the cost estimate. Around 3 million people.

The average subsidy, according to CBO, per person in those ex-
changes will rise from about $4,500 to over $7,000 by the year
2021. Is that largely correct?

Secretary SEBELIUS. The average subsidy—it is based on an in-
come level to

Senator JOHNSON. Per person. I understand, but what has been
budgeted is almost $7,000 by the year 2021. My concern is taking
a look at the big picture here. I think we have grossly underesti-
mated the number of employees that will lose their employer cov-
erage plan under this healthcare act, be put in the exchanges
under extremely high subsidy levels. If I am right, if my fears come
true, we could be looking at tens of millions of people put in the
exchanges at the tune of $5,000 to $7,000 in subsidies. We could
be doubling, tripling, quadrupling the cost of this healthcare bill.
Rather than $150 billion, it could be easily one-half a trillion dol-
lars per year. That is my concern.

Secretary SEBELIUS. Well, Senator, I think, as you know and as
a business person participating in the market, the market is en-
tirely voluntary now for employers. I think the most cynical view
is that employers will just dump all their employees, discontinue
employee benefits, and I guess move people into some other option.
I don’t share that kind of cynical view. I think the voluntary mar-
ketplace, in fact, is going to be far more attractive. A lot of small
business owners who now are paying 18 to 20 percent more for
identical coverage to large business owners will have, for the first
time, affordable options within an exchange to purchase coverage.
I think that the opportunity for individuals, entrepreneurs, farm
families, and others who right now are on the edge of the market
or often outside the market will have affordable options. And I
think the large employers who we talked to who will not see much
difference in their choices, except they will stop paying the approxi-
mately $1,000 per policy tax for everyone who is accessing the
healthcare system without affordable coverage that gets shifted
onto everybody who has coverage.

I guess I think that while there is a scenario that says everybody
would voluntarily walk out of the market and dump their employ-
ees, I think just the opposite is going to happen. We have not seen
that in the one State that is really up and running—in Massachu-
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setts. Employers have not dropped their coverage, have not
dumped employees. They, in fact, are continuing, and Massachu-
setts is now at about a 97 percent coverage rate. So I think that
is an encouraging at least precursor of what may be coming.

Senator JOHNSON. Thank you.

Senator HARKIN. Thank you, Senator.

Senator Moran.

Senator MORAN. Mr. Chairman, thank you.

Senator HARKIN. Again, welcome to the subcommittee. Senator
Moran and I have done a lot of work in the past on farm issues.
Now we can work on health issues.

RURAL ACCESS HOSPITALS

Senator MORAN. I look forward to continuing that working rela-
tionship, and I am honored to serve Kansas in the United States
Senate by the side of my colleagues here today and honored to have
my former Governor with us this afternoon so that I can ask a few
questions.

Secretary, my thoughts for questioning you today really revolve
around some pretty significant Kansas issues related to healthcare
and your role. And they are, of course, related to the issue of
healthcare in a rural setting.

The TPAB at the moment fails to account for critical access hos-
pitals. Congress carved out exceptions to the payment mechanism
that we have in place but did not carve out critical access hospitals,
and I would like your reaction to that related to that because I am
fearful that if that carve-out does not occur and decisions are made
by those policymakers not responsible to rural America, those crit-
ical access hospitals could easily be a target for reduced spending
which in my view causes the demise of access to healthcare in rural
America.

Related to that is the budget item for providing the doc fix. In
so many instances today, our rural hospitals are now employing
physicians. And they do that out of necessity. The ability to track
a physician to a rural community is restricted, is limited. And so
in many instances, our rural hospitals pay the salaries of physi-
cians. Their ability to do that will be greatly damaged if we lose
the ability to be reimbursed as we are currently as critical access
hospitals. But it is compounded by the problem that in the 29.5
percent reduction in payments to physicians under Medicare, if we
do not put a doc fix in place. So we have the circumstance in which
many hospitals will have declining revenues and increasing costs.
Of course, a hospital has little viability if there are not physicians
in that community admitting patients to those hospitals.

So my question is—I have only been in the Senate 2 months, but
I have learned that I have to ask more than one question in the
one question in the 5 minutes that I am allowed. But my two ques-
tions that are related to each other is what is the plan for the carve
out for critical access hospitals and what is the administration’s
plan in regard to the so-called doc fix, the sustainable growth rate
problem that we face. There is a fix in the President’s budget for
the next couple of years, but nothing beyond that. And it is signifi-
cant amounts of dollars that we need to figure out how we are
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going to pay and I very much would welcome your input on both
those items.

Secretary SEBELIUS. Well, thank you, Senator, for those ques-
tions. I do want to tell the chairman that you are not only an ex-
pert now on rural agricultural issues but rural health issues be-
cause Senator Moran started when he was a Kansas senator work-
ing on rural health issues and has continued that interest. So I
look forward to the opportunity to work on some of these enormous
challenges.

The rural access hospitals, as you know, Senator, are paid at a
different rate. So they are paid, I think it is now, 101 percent of
costs, and that does not change with anything with IPAB. The
other hospitals are negotiated rates. And so I think that the lack
of a carve out was due to the fact that there is a different payment
structure.

But I share your concern that somehow being focused on by rec-
ommendations in the future with the Independent Payment Advi-
sory Board is precarious territory. And I would look forward to
working with you on how to look at that structure going forward.
But I do think the differential in the payment rates was one of the
areas that the drafters of the Affordable Care Act looked at.

In terms of the sustainable growth rate and the ability to pay
Medicare providers adequately and commit to that payment into
the future, I think it is one of the most significant looming issues.
As you know, it well predates the Affordable Care Act. This has
been a discussion for the last decade. The President has, as you
said, in his budget proposed about a 2% year offset for the fix
going forward.

But there is no doubt that we need, on a very bipartisan basis,
to sit down and look at what is the long-term ability to make sure
that doctors do not have this looming crisis. I have now been in my
job slightly longer than you have been in yours, but I can tell you
that it is certainly the single most raised topic by physicians deal-
ing with Medicare. And I do think it is something that while we
have proposed offsets for the next couple of years, we need to at
least have a 10-year or permanent fix which could be part of the
ongoing deficit conversations or into the future. But there is no
question that that has to be solved long term.

I would tell you, though, also that the Affordable Care Act has
a couple of features that are particularly focused on rural areas
where Medicare providers are paid. Starting this year, an enhanced
rate for serving in underserved areas where there are access issues
that are particularly addressed in terms of not only the health
service corps, but nurse practitioners, and nurse-provided health
centers, that are again, targeted for rural and underserved areas
that I think also are going to be critically important as you look
at healthcare delivery because it is not only affordable, it is avail-
able healthcare.

Senator HARKIN. Thank you very much, Senator.

Senator MORAN. Thank you, Mr. Chairman.

Senator HARKIN. And now Senator Reed.

LOW INCOME HOME ENERGY ASSISTANCE PROGRAM
Senator REED. Thank you very much, Mr. Chairman.
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Thank you, Madam Secretary, for your service.

Let me begin also by thanking you for the investment in the
budget for health professions. We had a chance to talk about the
need for primary care physicians and nurse practitioners, and the
budget represents a good step forward. I know we have to do more,
but thank you for what you have done.

I want to focus quickly on two areas. One was alluded to by the
chairman. That is the cuts in LIHEAP. When the budget was being
prepared, prices in the oil markets were a little tamer. They are
now seemingly out of control. I know there have been some long-
term reductions, at least moderation in the natural gas market, but
up our way we depend heavily on heating oil and together with the
12 percent unemployment rate, we are anticipating a huge, huge
crisis next winter in terms of heating. And so these LIHEAP cuts
are going to be very difficult to bear.

Can you talk about how you got to this recommendation? And
two, is there any way going forward that you have the flexibility
to adapt to these increased prices?

Secretary SEBELIUS. Well, again, Senator, you and I have had
this conversation, and I know that you are not only concerned, but
have been a real leader in the low energy assistance area. What
this budget does—and again, I can assure you this is not an easy
choice for anyone—is return the LIHEAP funding to the historic
traditional levels. The LIHEAP budget more than doubled in fiscal
year 2009 and continued that in 2010 and 2011. This goes back to
what was the historic rate. And it cuts $2.5 billion which is a very
significant cut in the LIHEAP funding. I would not say that I have
flexibility, if it is moving money from somewhere else into LIHEAP,
probably not unless the direction of the Congress is aimed in that
area.

So again, I do not think there is an easy answer for this. It was
traditionally the level of funding before there was a dramatic in-
crease, but will it leave a lot of people who have relied on that help
and support for the last couple of years in much more difficult cir-
cumstances? No question.

Senator REED. Well, just to reemphasize the point, we are look-
ing at over 11 percent unemployment in my State. That was one
of the reasons I think for the increase, the recognition of the dif-
ficult times. But the new factor is not a stable but potentially accel-
erating price for particularly heating oil, and we will have to revisit
this again, unfortunately, I think, as we go forward, Madam Sec-
retary.

IMMUNIZATION—SECTION 317 FUNDS

Let me switch to a second area in the remaining time I have, and
that is the section 317 funds for immunization. Immunization is
such a critical part of healthcare. We do not have to state the bene-
fits. When children are immunized, they are protected and they
save tremendous amounts of—billions of dollars in avoided health
care problems.

The 317 funds as proposed—there seems to be a tradeoff now be-
tween the 317 funds and the prevention trust fund which was in-
corporated in the new healthcare act. The prevention trust fund is
designed, at least in your proposal, for infrastructure improve-
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ments, but that will take away money from the actual acquisition
of the vaccines that are necessary. Unfortunately, what we have
seen in Rhode Island is a slippage in coverage for children. We
have gone down from almost 90 percent to less than that. I have
less than a moment for you to comment on that.

Secretary SEBELIUS. Well again, Senator, this is a critical area,
and Chairman Harkin already mentioned it. What the budget pro-
poses is the same funding level that we have had in the 317 pro-
gram, and then, as you noted, an additional $100 million that
would be spent out of the prevention fund for what are more likely
to be sort of one-time investments whether it is school vaccination
clinics or outreach efforts that States can employ.

One of the challenges, as you well know, is that not only in
Rhode Island but in States across the country, the health staff, the
infrastructure to distribute vaccines, to do outreach to have kids
vaccinated across the country has been severely hampered in cuts.
So we are really trying to calibrate our resources and make them
flexible to States, and I think that additional $100 million for fiscal
year 2011 is a critical component. Up to 50 percent could be used
for vaccination purchase or for actually immunizing kids. And we
think States can use that to really make sure that they are filling
the holes in their own strategies.

Senator REED. Thank you, Mr. Chairman.

Senator HARKIN. Thank you, Senator Reed.

Senator Brown.

CHILDREN’S HOSPITAL GRADUATE MEDICAL EDUCATION

Senator BROWN. Thank you, Mr. Chairman.

I wanted to mention that I appreciate Senator Pryor’s concern
about children’s GME. I also am concerned. I know Senator Harkin
is. For 10 years, he and I have worked on this issue and it began
when I was at Akron Children’s Hospital some years ago and saw
that we had no way with the squeeze of managed care to fund par-
ticularly children’s pediatric specialist training. I appreciate your
answer. I appreciate just about everything you do. But I think that
these other ways of funding graduate medical education for chil-
dren for training pediatricians is far too inadequate. So I hope that
you will revisit this issue as it comes forward.

Thank you for coming to Columbus on the patient safety issue.
My State has done some remarkable things in patient safety in
hospitals, and I think that is going to bring a lot of cost savings
that I think opponents to the healthcare bill have not recognized.
None of that was scored as we know, the work that Senator Mikul-
ski did and Senator Harkin and others. But that kind of preventive
care, that kind of patient safety, everything from the Pronovost
checklist to so much else will clearly help us restrain healthcare
costs that the opponents to healthcare really barely addressed. And
I am really proud to have been part of that.

MAKENA, KV PHARMACEUTICAL

Two issues I want to bring up. One is a conversation that we had
last week on the Makena, KV Pharmaceutical. For my colleagues
who do not know the background, a drug, a progesterone, that was
administered once a week for 20 weeks at a cost of about $10 a
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shot for high-risk pregnant women who had typically had a low
birth weight or a preterm birth in their past, was making such a
difference in cutting the rate of low birth weight babies.

This drug company, KV Pharmaceutical, out of St. Louis that
really spent some money to do the clinical trials, although the Gov-
ernment had done them 7 or 8 years earlier and paid for it, raised
their price once they got FDA approval from $10 a shot, $200 for
the whole regimen of treatment, to $1,500 a shot, or $30,000 for
the regimen of treatment, which will mean terribly high costs and
burden for those women, for Medicaid, for insurance companies, for
businesses and will also clearly result in an increased number of
low birth weight babies.

So I just wanted you, if not in the hearing today, to recommend
administrative or legislative strategies that we can employ to do
something about this. We have tried, frankly, to embarrass the
company. We have tried to look at the Food and Drug Administra-
tion (FDA) when Dr. Hamburg testified to our subcommittee not
too long ago to another subcommittee here about that. And we are
looking for answers legislatively, administratively. If you would
speak to that.

Secretary SEBELIUS. Well, Senator, as you know, the FDA is real-
ly prohibited from considering price in terms of drug approval,
which I think is an appropriate policy.

Having said that, one of the things that the company has done
is to actively notify pharmacists that the FDA will be enforcing a
noncompounding rule. We have put out a statement today saying
that is not the case. The FDA will not be conducting any enforce-
ment action over the opportunity for pharmacists to continue to do
what they have been doing, which is compounding this treatment
and having it available to patients throughout the country unless
there is some specific safety issue, which has not come to our atten-
tion yet. And we are continuing to work on what other options we
may have, but we wanted pharmacists throughout the country to
understand that in spite of the drug company’s warning, that is not
really the policy of the Food and Drug Administration.

PEDIATRIC CANCER

Senator BROWN. Thank you. And we will continue on that.

A low birth weight baby in the first year of life costs on the aver-
age $51,000, putting aside the human cost to the child, to the baby,
the family, and everyone else. And we know what that is going to
do to costs of Government, and I would hope that people very
bipartisanly would go to work on this.

Last point, Mr. Chairman, in the brief time I have. There is no
comprehensive pediatric cancer registry, which makes it difficult to
compare State by State statistics. Ohio is, unfortunately, home to
what we think of as five different sorts of cancer clusters. There
is one in Clyde, Ohio where many children have been afflicted and
several died. Caroline Pryce Walker, named after Ohio Congress-
woman Deborah Pryce’s daughter, Childhood Cancer Act was
signed into law in 2008. It authorizes $30 million annually over 5
years for pediatric cancer clinical trials. I would just ask you to
work with us on this whole Clyde, Ohio cancer cluster. The cause
has not been determined. We are looking to HHS to work with
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other agencies to research this and other kinds of cancer clusters
around the country.

Secretary SEBELIUS. Well, Senator, I would welcome that oppor-
tunity because this question has come up a couple of times in com-
mittee and I know you are trying to parse your way through. But
again, one of the very troubling features of H.R. 1 in the House
would have a huge detrimental effect on NIH trials because not
only does it cut a significant amount of resources, $1.6 billion, but
it also has a lot of language that would micromanage trials. And
we feel that many of the clinical trials now underway dealing with
cancer, dealing with autism, dealing with others would have to stop
taking any additional patients immediately if that language were
to be adopted. So just to put a little warning on the radar screen.

Senator HARKIN. Senator Mikulski.

Senator MIKULSKI. Thank you, Mr. Chairman.

Madam Secretary, I really just want to welcome you to the sub-
committee. Before I go to my questions, I just want you to know
I think you are doing a great job. You have one of the largest, most
complex agencies within our Federal Government, and we want to
salute you on what you are doing and also the fact that you are
even in public service. Someone with your background could cer-
tainly be in the private sector. One of those insurance companies
would snap you up in a minute and multiply your salary over and
over again.

Secretary SEBELIUS. Maybe not.

IMPACT OF A FEDERAL GOVERNMENT SHUTDOWN

Senator MIKULSKI. Well, maybe not now.

But anyway, I just wanted to say that, because I think there is
a lot of intensity involved in these hearings.

This is a very quiet hearing, and I am surprised because we are
on the brink of a shutdown. Whether you call it a shutdown or a
slowdown, we are on the brink I think of a catastrophic situation.
And we are only 10 days away from it. My question to you as Sec-
retary of HHS is the implications and the operational consequences
if we go to a shutdown. With the people who work at HHS, could
you tell me how many work at HHS, and in the event of a shut-
down, how many would be deemed nonessential and how many
would be possibly furloughed?

Secretary SEBELIUS. Senator, I am not sure I can give you the
precise numbers right now. We do have a look-back to 1995 when
a shutdown occurred and have looked at some of the services and
operations that were slowed down or even stopped. It has a pretty
widespread effect on healthcare delivery and human service avail-
ability throughout the country because we do touch lives each and
every day.

Senator MIKULSKI. Well, let me jump in. I have major iconic
agencies from the Federal Government and beneficiaries in my
State. And they are also globally recognized and globally envied.
They have names like the National Institutes of Health, the Food
and Drug Administration, beneficiaries of HHS funds, Nobel Prize
winning institutions like Johns Hopkins, important institutions
like the University of Maryland.
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Let us go to NIH. If there was a shutdown, could you tell me the
consequences on NIH either both in terms of the employees who
would be nonessential, what would be the impact on clinical trials,
ﬂvhag would be the impact on grant beneficiaries like at Johns Hop-

ins?

Secretary SEBELIUS. Well again, Senator, I hesitate to give you
specifics because I do not have them here. I can tell you there are
conversations going on, and our best indication is the look-back.

But having said that, we know that critical trials are underway.
Research goes on day in and day out. Thousands of people are af-
fected not only on the campuses that you referred to but certainly
in grant programs throughout this country which provide jobs and
economic opportunity.

Senator MIKULSKI. If there is a shutdown, would grant bene-
ficiaries continue to get their funds?

Secretary SEBELIUS. Dubious. I do not know what the funding
cycle would be.

Senator MIKULSKI. I think this is really a big deal. So if you are
in the midst of a clinical trial, whether it is cancer or autism, even
if we looked at the “A” words, AIDS, autism, arthritis.

Secretary SEBELIUS. I can tell you, having met with Dr. Collins
as recently as 3 days ago, he currently, because of the uncertainty
just of the 2011 budget and the numbers he has to work with, has
given information to grantees all over the country that he cannot
assure them that ongoing funding is available, and has given a
very cautionary note about what they should do in the future. So
we are operating under extremely uncertain territory right now.

Senator MIKULSKI. Well, how will you proceed?

Secretary SEBELIUS. We continue to be hopeful that there will be
a resolution which will give us at least a framework for the remain-
der of this fiscal year which, as you know, we are halfway through.
But certainly we have given great notice to all of our 11 agency di-
rectors and everyone throughout the Department that we are oper-
ating on 2010 estimates but to prepare for the possibility of signifi-
cant differences.

Let me just give you a snapshot outside of NIH.

Senator MIKULSKI. Go to any agency. I mean, I raised it;

Secretary SEBELIUS. We are two-thirds of the way through a
school year with Head Start. If indeed there were to be a cut right
now, we are not sure the programs even have enough money to
make that cut. So, there would be programs that would be shut
down immediately across the country because they literally do not
have enough in their budgets to take the possible cuts. So we are
trying to model scenarios that are very difficult to try and admin-
ister.

Senator MIKULSKI. Well, Madam Secretary, I know my time is
up.
But, Mr. Chairman, you know, there is this belief that somehow
or another a shutdown will only occur in Washington with people
who ostensibly are overpaid or the lights will go out on the Wash-
ington Monument. I am terrified that the lights will go out at
Johns Hopkins, the University of Maryland. I am concerned that
the lights will go out in my Head Start programs in the rural parts
of my State where they are needed. So, Mr. Chairman, I think we
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might have to ask Senator Inouye. We need to have maybe an all-
hands-on-deck hearing on what are the consequences to this.
Anyway, I exceeded my time. Thank you.
Thank you very much, Madam Secretary.
Senator HARKIN. Thank you, Senator.
Senator Kirk.
Senator KiRK. Thank you.

CHILDREN’S HOSPITAL GRADUATE MEDICAL EDUCATION

With all respect, I hope we can reject the administration’s pro-
posal to zero out children’s graduate medical education. And you
just head about that as well. I think for, obviously, like Children’s
Memorial Hospital in Chicago, La Rabida, et cetera, I hope we go
with regular order on this because the current system—I do not
have faith that the proposal would adequately provide the trained
physician needs in pediatrics. And I hope the subcommittee goes in
that direction.

Senator HARKIN. I can assure the gentleman that I share his con-
cern.

Senator KiRK. Thank you.

WASTE, FRAUD, AND ABUSE IN MEDICARE

I would say, Madam Secretary, you have about a $580 million re-
quest to root out Medicare waste, fraud, and abuse, and you are
running around an 8 to 1 ratio of dollars provided to dollars saved,
which is good.

Another thing that with Ranking Member Shelby and the chair-
man that we are working on is to upgrade the very outdated Medi-
care card. This is the Medicare card as it currently exists, and it
has none of the standard upgrades that is available on ID’s that
are available today.

Now, the Department has funded a pilot project for DME equip-
ment in Indianapolis, but it is totally outdated. It is only providing
a mag swipe which for $30 can be completely counterfeited and I
think does not represent the technology that is used by the Federal
Government.

This is a common access card of the U.S. military, and 20 million
of these have been issued at a cost of approximately $8 each. What
I just saw, because I was alert and had a lot of coffee at the time,
is Transportation Security Administration (TSA) agents have com-
mon access cards. So that whole 70,000-man agency now has this.
The critical thing is not just the enhanced bar code, the optical
variable ink, the picture, the signature, and the chip, but it is all
on the back as well.

As far as I know, the Department of Defense (DOD) reports not
a single CAC card has been counterfeited, whereas this card is
pretty easy to counterfeit and the Social Security card being almost
no barrier to counterfeit.

We have agreed to team up and look at how we can use what
is commonly available, and I am hoping you take a look at—and
I would ask you to reach out to Secretary Gates and his team be-
cause I think if we had legislation that went forward to say to sen-
iors, if you want to protect your ID and help root out waste, fraud,
and abuse, for an $8 fee you can get an enhanced Medicare card.
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And I hope we do not reinvent the wheel. I hope that in fact we
reinvent nothing. We just expand the CAC card to 40 million sen-
iors.

But I wonder if you could explore that.

Secretary SEBELIUS. Well, Senator, I would love to have our team
work with you on this issue. I do know that there has been concern
that DOD’s card is generations ahead of what we are looking at.
It is, as you might understand, a slightly different universe. They
have a closed network system. We have about 1 million providers.
So, it is a challenge of different proportions. But we do have a new
administrator who is specifically charged with program integrity at
CMS, a position never created before. He is helping to build the
new system and look at ways—and I would love to ask him to fol-
low up with you and your staff because we would love to take a
look at what you are talking about.

Senator KIRK. I am going to be very much in train with the
chairman and ranking minority here. But I think that a lot of sen-
iors in this age of identity theft would be pretty reassured.

Secretary SEBELIUS. Well, and we are trying, among other
things, to establish the fraudulent card database, because it is not
only seniors losing their card, but it is providers. So we have got
the challenge on both fronts. But I agree with you. Things that
could prevent that in the front end are what we are looking at. So,
I will have Dr. Budetti follow up with you right away. Thank you.

Senator KiRK. Thank you, Mr. Chairman.

Senator HARKIN. I will exercise a little chairman’s prerogative
here. I will just back up to what Senator Kirk said. Senator Kirk
brought this up when Mr. Budetti testified here a few weeks ago.
So it would be good for you to contact him and have him start clos-
ing this loop. I concur wholeheartedly with Senator Kirk. I think
this is something that we just have not paid much attention to and
we should. I hope we can close the loop on this this yeary—

Secretary SEBELIUS. You bet.

Senator HARKIN [continuing]. And move head on it very aggres-
sively.

Secretary SEBELIUS. It sounds like a great bipartisan proposal.
All for it.

Senator HARKIN. Actually a great proposal.

Madam Secretary, we will start a second round here of questions
for 5 minutes.

CLASS ACT

The CLASS Act was raised by my good friend, Senator Shelby.
I remember when we discussed this in the healthcare debate and
in developing the legislation. I can tell you, as the chief sponsor of
the Americans with Disabilities Act, now in its 21st year, and the
chief sponsor of the Americans with Disabilities Act amendments
which were just signed into law by President Bush in 2008, I was
very concerned about the CLASS Act and how it would work. Too
many people in our country simply have no recourse, have no way
of setting aside some funds really for a possible disability that
could happen to them or for long-term care as they grow older.

Right now, one out of six people who reach the age of 65 will
spend more than $100,000 on long-term care. Yet, only about 8 to
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10 percent of Americans have private long-term care insurance cov-
erage. Medicaid now pays more than $110 billion—$110 billion—
annually for long-term care for both the elderly and the disabled.

So I was one of those. I was very cautiously supportive of the
CLASS Act. I was concerned about whether it would work or not
and how viable it would be. That is why we put into the legislation
the language that would give authority to you, to the Secretary, to
change the program to make sure that it is financially solvent.

So again, I guess my question to you, Madam Secretary, is sim-
ply that. Are you confident enough that under the legislation you
have the authority to make any changes in the program to make
it financially solvent in the long term?

Secretary SEBELIUS. Yes, Mr. Chairman, I do think that the con-
cern about actuarial solvency in the future is one that is very real,
and I have stated that on earlier occasions. Both as an insurance
commissioner working on solvency issues but also setting up the
framework for what an HMO has to have in reserve and how you
model that into the future is something that I take very seriously.
And I think the legislation is very clear that we cannot turn the
switch on in this program unless we can effectively demonstrate
through actuarial models that this is a solvent program.

Part of the challenge—and Senator Shelby referred to this ear-
lier—is what the outreach looks like and what the take-up rate is.
If the premiums are too high, the take-up rate will be very low and
only accessed by those who desperately need it. If indeed there is
a broader education effort—and I have to tell you part of the edu-
cation effort is directly tied to the fact that most Americans believe
that Medicare covers long-term care. That is a commonly held be-
lief and often not until they get close to needing long-term care is
there a realization that really the only program covering long-term
care is Medicaid and that is only if your income is eligible.

So part of the outreach which would have to be done early on
and again to younger, healthier workers is the opportunity to set
aside some income. And again, we are not talking about competing
on long-term care insurance policies. That market would stay in
place. This is really for a range of residential services. What we
also know is that people want to age in place. They want opportu-
nities to have assistance to stay in their own homes for a longer
period of time, to have care around areas that they may not be able
to do as readily as they could have years ago and not have a nurs-
ing home as the only option.

But it would need a broad take-up rate, competitively priced poli-
cies, and if that cannot be modeled successfully, we will not turn
the switch on.

Senator HARKIN. Thank you very much, Madam Secretary.

Senator Shelby.

CHRONIC DISEASE GRANT PROGRAM

Senator SHELBY. Madam Secretary, the President’s budget pro-
poses the elimination of the preventative health services block
grant and proposes a new consolidated chronic disease grant pro-
gram at the Centers for Disease Control and Prevention (CDC).
The budget justification in my understanding says this new grant
program will not be a formula grant structure but, rather, it will
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be competitive. Rural areas and States without capacity will be, I
believe, disproportionately affected by competition.

I am concerned that the new chronic disease grant program will
create a scenario where the rich get richer and the poor get poorer.
What are your plans to ensure that State health departments have
the capacity to compete for funds at the Centers for Disease Con-
trol?

Secretary SEBELIUS. Well, Senator, [——

Senator SHELBY. Is that a concern of yours?

Secretary SEBELIUS. I share the concern that often some of the,
I would say, more underserved areas are also those with the higher
levels of chronic disease. So the worst of all worlds would be to
have a situation where the revenue does not follow the disease pat-
terns.

The new CDC proposal is to consolidate a series of separately
funded disease programs. Not only does the budget propose an in-
crease in funding—about $72 million above what the current level
is—but I would suggest gives States the flexibility of really direct-
ing these resources to their target areas. Every State would get re-
sources. Let me make that clear. This is not 100 percent of the
funds are competed for and there could be losers and winners. So
every State would have a level of funding, and over and above that,
there would be some additional competition, but it would very
much tie I think the disease profiles in often some of the most un-
derserved areas to the resources.

But we have heard this proposal was greatly informed by State
health officers who asked us—often they are dealing with heart
disease and diabetes and three or four chronic conditions that have
the same underlying causes. And so rather than having that fund-
ing channeled through separate silos, they said give us the flexi-
bility of really addressing our State profile, our situations in a
more strategic manner. So that information with the State health
officers is part of what informed this proposal to have a chronic dis-
ease program and get rid of the separate silos.

CONGRESSIONAL REQUESTS FOR INFORMATION

Senator SHELBY. On another subject, Madam Secretary. You
have evidenced a commitment to work with Congress—you have
said this before—to implement the Affordable Care Act. However,
some of my colleagues on the HELP authorizing committee, specifi-
cally Senator Enzi and Senator Hatch have talked to me, and have
many outstanding requests for information from your Department.
I know it is a big Department. It is very important that the Com-
mittees on Appropriations work with their authorizing committees
to conduct oversight and assess the impact that the law is having
on patients, employers, States, and taxpayers.

To ensure that the Congress has the necessary information to
make informed decisions about the implementation of the new law
going forward, Madam Secretary, would you commit—and have you
committed before—to have your Department respond to congres-
sional requests, including letters and hearing questions for the
record within 30 days of the request? It is my understanding from
Senators Enzi and Hatch there have been 52 requests and 67 per-
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cent no response or incomplete response. Is that a concern to you?
It is to them.

Secretary SEBELIUS. Senator, we are committed to responding
thoroughly and as timely as possible. We have delivered hundreds
of boxes, thousands of pages of materials. I have had two hearings
in the Senate Finance Committee, and I can assure you we are try-
ing to get the information as quickly as possible. The level of re-
quests is significant and takes an enormous amount of time and
energy to gather the materials, but we are working as fast as we
possibly can to be responsive and as timely as possible.

Senator SHELBY. So you are basically committing to be respon-
sive to their requests.

Secretary SEBELIUS. Yes, sir.

Senator SHELBY. Thank you.

Thank you, Mr. Chairman.

Senator HARKIN. Thank you, Senator Shelby.

Senator Johnson.

AFFORDABLE CARE ACT

Senator JOHNSON. Thank you, Mr. Chairman.

Madam Secretary, I would like to kind of go back to the earlier
questions I was asking about what I consider just really under-
stated cost estimates for the healthcare act. You know, back in the
1960s when they passed Medicare, they projected out 25 years and
said that Medicare would cost $12 billion in 1990. In fact, it ended
up costing $110 billion, almost 10 times the original estimate. My
concern is our Federal Government has not gotten any better at es-
timating costs.

So you had mentioned, when I started talking, a little bit about
the incentives embedded in this bill for not only employers to drop
coverage but now it is for employees to want to get into the ex-
changes because there are such high levels of subsidies. You talked
about that being cynical. I am trying to be realistic, and I am not
the only one I think that has that same viewpoint.

Douglas Holtz-Eakin, a former CBO director, has issued a pretty
good study where he is talking about a very detailed decision ma-
trix that pretty well shows that it is in the employer’s best interest
and the employee’s best interest for about 35 million people to take
advantage of those subsidies and the exchanges.

Yesterday I believe The Hill reported that Joel Ario, I believe—
I am not sure I am pronouncing that right, but he is the head of
the health insurance exchange office within your agency—was
quoted by saying that if exchanges worked pretty well, then the
employer can say this is a great thing. I can now dump my people
into the exchange and it would be good for them and good for me.

And that is just what I want to explain. The decision that an em-
ployer is going to be going through is I can pay $15,000 a year to
provide healthcare coverage or I can pay a $2,000 penalty, and by
doing that, I am making my employee eligible for, in some cases,
in excess of $10,000 in subsidies. Right now, in 2018, according to
the way the healthcare bill is written, a family that earns $64,000
will be eligible for a $10,000 subsidy. And you know, let us face it.
When the Federal Government offers subsidies, they are generally
taken advantage of. So I think it is totally unrealistic to expect
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only 3 million out of 180 million people to take advantage of those
subsidies.

And my question is what happens if I am right. What if Douglas
Eakin is right and it will be at least 35 million or even higher? For
every 10 million additional people, it is going to cost $50 billion in
additional costs, and that is 33 percent higher than the original
cost estimate for this healthcare act.

Secretary SEBELIUS. Well, Senator, first of all, the Affordable
Care Act has a ban on large employers even considering exchanges
for at least their first 3 years. So your scenario in 2018 for large
employers is not a possibility because they would not be eligible to
enter into an exchange. And I think the ban is written in such a
way that Congress will reconsider at the end of 3 years whether
that should indeed be extended, and the vast majority right now
who have stable coverage at least in the employer market is in the
large employer area.

Second, I think that while there are a whole variety of scenarios,
what I know about the existing market is that small employers
have been abandoning the market altogether. The trend rate for
the last 10 years has been sharply downward. So employees who
either are self-employed or farm families or who are working for a
small employer are less and less and less likely to have any afford-
able options and therefore are shopping on their own in what is a
very fragile individual market. So the trend rate is not good at all.

I think there are, again, some very optimistic opportunities in
creating State-based exchanges where small employers for the first
time will have the pooling flexibility that their large competitors
have. They will have an opportunity to essentially shop without a
very sophisticated human resources (HR) department in a
predesigned marketplace and will have the benefit right now of tax
credits that we are seeing for the first time in a very long time
bringing some of those folks back into the market.

So I think the large employee marketplace will stay relatively
stable and stay fairly much the same, although hopefully their
costs will go down as the CBO predicts, and the small marketplace,
which has been disintegrating dramatically over years, will again
be stabilized.

Senator JOHNSON. What is the definition of a large employer?
What is the definition that will be excluded from these exchanges?

Secretary SEBELIUS. I think the large employer is 100 or more
employees.

Senator JOHNSON. Thank you.

Senator HARKIN. Senator Moran.

INDEPENDENT PAYMENT ADVISORY BOARD

Senator MORAN. Mr. Chairman, thank you again.

I want to go back to a couple of topics that we visited about ear-
lier, Secretary, and then add a third one.

Back to the IPAB. I want to make sure I understand that you
indicated that there was a justification for not including critical ac-
cess hospitals in the provisions that eliminate the potential for the
independent board’s decision. Does something need to be done now
or are they safe for a while?
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Secretary SEBELIUS. All I was suggesting, Senator, is that I am
speculating that the reason that critical access hospitals were
treated differently in the original proposal was that critical access
hospitals are paid differently in the current system. So their pay-
ment protection stays in place. The law requires that they get paid
based on cost. And that is not the case of other hospitals.

Senator MORAN. Do you support exempting critical access hos-
pitals from the IPAB through 2019 like the other hospitals?

Secretary SEBELIUS. Well, I would be supportive of taking a look
at what the proposal would look like. I share your concern that
critical access hospitals are vitally important, and I just need to
look at all the framework that protects them right now.

MEDICARE SUSTAINABLE GROWTH RATE

Senator MORAN. I actually think that because they are paid dif-
ferently, they may be a greater target. But there is a justification
that apparently you and I share for why they are paid differently.

On my other question about the so-called “doc fix,” is my under-
standing that the administration has a plan for 2012-2013, but no
concrete plan beyond that?

Secretary SEBELIUS. We have not proposed 10 years of offsets. As
you know, up until probably 1 year ago, the doc fix was done in
a limited fashion a year at a time and never paid for. I think the
President has said it is important to pay for it. He has proposed
in this budget to have what amounts to about 2%% years of pay-fors
going forward and says we look forward to working with Congress
on a permanent fix for this situation.

Senator MORAN. Well, I made my position clear on the Affordable
Care Act, and that is known. But regardless of your position on
that legislation, the system falls apart if we do not make the doc
fix substantial and permanent.

Secretary SEBELIUS. There is no question and I have said that
since the outset. As you noted, I mean, the Affordable Care Act is
not what caused the gap in payment and it is not what will fix it.
It really is, I think, something that needs to be discussed in the
overall Medicare system.

Senator MORAN. I fear that part of the potential demise of our
healthcare delivery system will be related to the Government’s re-
imbursement of healthcare providers, that it is inadequacy, and we
will potentially have more providers paid for by the Government
under the Affordable Care Act, and if you add more people, more
providers who are paid at a rate less than what it costs to provide
the service, we lose the physicians who provide those services, we
lose the hospitals that deliver those services. And so this seems to
me to be an overriding consideration that we just have got to get
to.

Finally, your successor’s successor has asked for a waiver under
the MOE.

Secretary SEBELIUS. My successor’s successor.

Senator MORAN. Yes. Is that true?

Secretary SEBELIUS. Who is my successor’'s—I do not know what
we are talking about.

Senator MORAN. It depends on what position you have got. That
is true. You have held so many positions. The current Governor of
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the State of Kansas has asked for a waiver. I am interested in
knowing the status of that request and what criteria that you have
in place or will put in place to make those determinations.

Secretary SEBELIUS. Well, it is my understanding, Senator—and
I think this is the most updated information—that while there has
been some suggestion by Governor Brownback that he would come
to our office with some specifics, we do not have anything other
than the notion that maybe a waiver would be a good idea. As far
as I know, we have no paper. We have no proposal. We have no
notion of what it is that he is talking about.

We are working actively around the country with States around
not only what they can do to lower their pressing healthcare costs
but ways that other States have taken advantage of the current
law to deliver more effective services at a lower cost and would look
forward to working on Kansas or any other State. But it is my un-
derstanding we really do not have anything other than a letter say-
ing we are going to come to you with a proposal.

Senator MORAN. Thank you, Secretary. Appreciate our conversa-
tion this morning.

Mr. Chairman, thank you.

Senator HARKIN. Thank you, Senator.

Secretary SEBELIUS. My predecessor’s predecessor. Okay. Suc-
cessor. That is right. I had predecessors too.

Senator HARKIN. Do we need a more Kansas

Secretary SEBELIUS. No, no, no. I am just sorting that title out.

Senator MORAN. There is very little good news in the Kansas
world these days.

Secretary SEBELIUS. We are all bemoaning the Jayhawks.

Senator HARKIN. I watched that game. That was quite a game.

Secretary SEBELIUS. Painful for some of us.

Senator HARKIN. That is true.

Well, Madam Secretary, thank you again for your appearance
here. Thank you for your stewardship of this vast and complex De-
partment. Thank you so much for the clarity and the forthrightness
of your responses here today.

ADDITIONAL COMMITTEE QUESTIONS

The record will stay open for 10 days for other statements or in-
clusions of questions by other Senators.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR ToM HARKIN

Question. Madame Secretary, your budget includes $765 million to fund the ad-
vanced development of the drugs and vaccines that we need to defend against bio-
terrorism or a public health emergency. The Department would like to fund this ad-
vanced development by means of transfers from the Project BioShield Special Re-
serve Fund (SRF). As you know, the purpose of BioShield is to provide a financial
incentive to pharmaceutical companies by guaranteeing that the Federal Govern-
ment will buy these drugs for the national stockpile. Unless adequate resources re-
main in BioShield, we may be calling into question the Federal Government’s com-
mitment to buy these products and therefore making it more risky for the private
sector to remain in the countermeasure business.

Is there a risk of undermining the entire process of developing drugs and counter-
measures for the stockpile if significantly more Project BioShield balances are used
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for other purposes? What is the Department’s plan to reauthorize BioShield and re-
plenish the SRF when it expires at the end of fiscal year 2013?

Answer. Project BioShield and the Special Reserve Fund have provided a market
guarantee to attract the interest of industry to medical countermeasures develop-
ment, and in this they have succeeded. This market guarantee, however, does little
to make drug development easier or faster. We are just beginning to see the fruits
of our decade-long investment in medical countermeasure development. Initiatives—
such as the Strategic Investor, the Centers of Innovation in Advanced Development
and Manufacturing and additional support for regulatory science at the Food and
Drug Administration—planned to be undertaken following the Medical Counter-
measures Enterprise Review of last year are designed specifically to remove obsta-
cles to success and to increase the flow of products through the pipeline, so that
Project BioShield can realize its full potential.

The authorities added to the Public Health Service Act by the Pandemic All Haz-
ards Preparedness Act have supported advancements in preparedness and response
investments and capabilities. They have proven beneficial to the Project BioShield
program by providing increased flexibility to support a more robust medical counter-
measure pipeline to respond to chemical, biological, radiological, nuclear (CBRN)
and other emerging threats. There are a number of expiring authorizations and au-
thorities that should be reauthorized to ensure we can continue to adequately pre-
pare for public health incidents.

In 2004, in the DHS Appropriations Act (Public Law 108-90), Congress provided
advance appropriations of $5.593 billion for CBRN countermeasures acquisition
from fiscal year 2004 to fiscal year 2013. Congress subsequently passed the Project
BioShield Act (Public Law 108-276) to authorize the use of these funds for this pur-
pose. The Special Reserve Fund (SRF), as the Project BioShield appropriation is
called, was intended to serve as a statement of the U.S. Government’s commitment
to medical countermeasures development and a market guarantee to industry as it
undertook the arduous process of developing novel medical countermeasures.

Since its inception, eight products have been acquired using Project BioShield
funds and deliveries have been initiated or completed to the Strategic National
Stockpile, at an aggregate expenditure of $2.192 billion. Additionally, since the cre-
ation of the SRF, $25 million has been rescinded, $995 million had been made avail-
able for the support of BARDA medical countermeasure advanced development, and
$441 million has been transferred for NIH basic research and for BARDA and NIH
pandemic influenza preparedness. Of the funds obligated to date for purposes other
than medical countermeasure acquisition, the vast majority have contributed di-
rectly to maintenance and development of the medical countermeasure pipeline.

In May 2011, HHS anticipates an award of $433 million for the late-stage devel-
opment of an antiviral drug to treat individuals infected with smallpox. The fiscal
year 2012 President’s budget requests $1.5 billion, including a request that another
$665 million be made available for advanced research and development and that
$100 million be made available to establish the proposed Medical Countermeasure
Strategic Investor Initiative, which if enacted would leave $742 million for acquisi-
tions between now and the end of fiscal year 2013.

Investments at BARDA have focused heavily on supporting advanced research
and development in recent years, and Project BioShield acquisitions will also con-
tinue through the rest of fiscal year 2011 and into fiscal year 2012.

Question. Madame Secretary, there is a critical need to focus on drug abuse pre-
vention. Specifically, we should provide sufficient funding for evidence-based pro-
grams that address the use and abuse of alcohol, marijuana and other illegal drugs.
Our country is facing what the Office of National Drug Control Policy has called
an “epidemic” of prescription drug abuse. Prescription drugs account for the second
most commonly abused category of drugs, behind marijuana. For this reason I in-
cluded language in last year’s Senate Report 111-243 indicating my concern about
efforts by the Substance Abuse and Mental Health Services Administration
(SAMHSA) to blend mental health and substance abuse prevention funding:

“Given the paucity of resources for bona fide substance use and underage drinking
prevention programs and strategies, the Committee instructs that money specifically
appropriated to CSAP for substance use prevention purposes shall not be used or
reallocated for other programs or initiatives within SAMHSA. In addition the Com-
mittee is instructing SAMHSA to maintain a specific focus on environmental and
population based strategies to reduce drug use and underage drinking due to the
cost effectiveness of these approaches.”

Your Department recently issued a Request for Applications for the Strategic Pre-
vention Framework State Prevention Enhancement Grants, funded through the
Centers for Substance Abuse Prevention (CSAP). The first goal listed for potential
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grantees is to: “With primary prevention as the focus, build emotional health, pre-
vent or delay onset of, and mitigate symptoms and complications from substance
abuse and mental illness.” The third goal listed relates to suicide prevention.

Question. While I recognize that there are common risk and protective factors for
substance abuse disorders and mental illness, substance abuse prevention programs
are unique in focusing on the environmental strategies for preventing drug and alco-
hol abuse. Will the grants issued under this RFA be consistent with the intent of
the language included in last year’s Senate Committee report?

Answer. There is a critical need to focus on substance abuse prevention. As you
point out, substance abuse prevention requires unique environmental and popu-
lation-based approaches, but it also requires a focus on common risk and protective
factors that put all the Nation’s children at risk. SAMHSA has taken a leadership
role, along with colleagues at NIH, CDC, and ACF, to consider the best way to en-
courage States and communities to work collaboratively on the prevention of sub-
stance abuse and on ways to build resilience that will help our young people, their
families, and the systems that serve them.

As you note, a common set of risk and protective factors affects the development
of certain mental and substance use disorders in youth. The scientific evidence sup-
ports an approach that addresses both substance abuse and mental health preven-
tion in tandem. The 2009 Institute of Medicine Report Preventing Mental, Emo-
tional, and Behavioral Disorders Among Young People provides evidence for these
common factors. In addition, we know that youth with mental illnesses, such as de-
pression, are much more likely to use/abuse alcohol or use substances. A high pro-
portion of youth are under the influence of alcohol, illegal substances, or nonmedical
use of prescription drugs when they attempt or die by suicide. These issues are not
disconnected. For too long, we have focused on the unique aspects of prevention of
mental illness and substance use/abuse when the evidence shows that both the sub-
stance abuse and the mental health fields can benefit from employing environ-
mental strategies and supporting the emotional health of youth.

All SAMHSA grants and contracts are aligned with SAMHSA’s Strategic Initia-
tives. The grants to be issued under the Strategic Prevention Framework State Pre-
vention Enhancement Grants (SPE) request for applications (RFA) support
SAMHSA’s Strategic Initiative #1—Prevention of Substance Abuse and Mental IlI-
ness. These grants are intended to focus solely on substance abuse prevention and
are strictly consistent with the intent of the language included in the fiscal year
2011 Senate Committee report. The language you reference in the RFA is a descrip-
tion of SAMHSA’s Strategic Initiative, which addresses both substance abuse and
the development of emotional health.

We have issued this RFA to assist States, Tribes, and U.S. Territories in con-
ducting one intensive year of capacity building and strategic planning to strengthen
and enhance their substance abuse prevention infrastructures to better support
communities of high need throughout the Nation. Through stronger, more strategi-
cally aligned substance abuse prevention infrastructures, SPE grantees will be bet-
ter positioned to apply the Strategic Prevention Framework (SPF) process to achieve
more collaborative, cost-effective coordination of services and to implement data-
driven, environmental, and population-based strategies to reduce substance abuse,
including underage drinking.

The fiscal year 2012 President’s budget for SAMHSA includes two separate State
Prevention Grants, one for substance abuse and one for mental health, reflecting the
highest priority of HHS on prevention generally and of SAMHSA on the prevention
of both substance abuse and mental illness—with separate approaches for each.
These programs will continue HHS/SAMHSA'’s priority to promote emotional health
as well as supporting Congress’ direction to focus on environmental and population-
based strategies to reduce illicit drug use and underage drinking. Likewise, the fis-
cal year 2012 Budget continues separate funding to implement underage drinking
prevention strategies under the Sober Truth on Preventing (STOP) Underage Drink-
ing Act.

Question. Madame Secretary, since fiscal year 2002 this Committee has included
funding for the embryo adoption public awareness campaign. The purpose of this
program is to educate Americans about the existence of frozen embryos resulting
from in-vitro fertilization and which may be available for adoption. In total, we've
provided over $23 million for this program throughout its history.

Please provide an indication of how successful this program has been. For exam-
ple, how many adoptions have been made since the start of the program?

Answer. Because it is a health awareness effort, the impact (and consequently the
success) of the Frozen Embryo Donation/Adoption Public Awareness Campaign is
difficult to directly link to the number of embryos “adopted” in a given year. The
success is better measured by the level of public awareness of the issue among the
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target population (in this case infertile couples). The first comprehensive and sci-
entific attempt to assess the overall impact of the Frozen Embryo Donation/Adoption
Public Awareness Campaign will be conducted in 2012 through the National Survey
of Family Growth, which will survey a nationally representative sample of infertile
couples about their level of awareness of the availability of frozen embryos for adop-
tion. Estimates derived from the CDC’s surveillance system of Assisted Reproduc-
tive Technology indicate that about 2,000 frozen embryos are adopted each year—
a number that has been relatively static since 2004.

QUESTIONS SUBMITTED BY SENATOR DANIEL K. INOUYE

NINR’S ROLE IN THE NATIONAL CENTER FOR ADVANCING TRANSLATIONAL SCIENCES
(NCATS)

Question. Madam Secretary, scientific inquiry, planned and conducted by nurses,
is a vital part of improving the health and healthcare of Americans. Nursing re-
search has been a long time catalyst for many of the positive changes that we have
seen in patient care over the years. The National Institute of Nursing Research
(NINR) was given an fiscal year 2010 appropriation of $145.575 million and has re-
quested $148.114 million for fiscal year 2012. That would be an increase of $2.539
million (1.7 percent), which is in line with the increases requested for many of the
other NIH Institutes. The overall increase requested by NIH for fiscal year 2012 is
2.4 percent. About $1.2 million of the requested increase would support additional
funding for NINR’s research grants and training awards. About $1 million of the
increase would support NINR’s share of Institute contributions to several trans-NIH
initiatives.

NIH has proposed the creation of a new National Center for Advancing
Translational Sciences (NCATS) to provide the infrastructure and technologies to
bring important discoveries from basic research to fruition through new diagnostics
and therapeutics. What role might NINR have in working with NCATS?

Answer. Nursing science is historically grounded in the translation of research
and science, and is an essential scientific nexus for these efforts across the United
States and around the globe. NINR and its scientists, intramural and extramural,
are leaders in the translation of research into health and healthcare interventions.
NINR supports preclinical basic and applied research that integrates biological and
behavioral sciences. NINR scientists are employing new scientific technologies from
diverse fields including neuroscience, genetics and genomics, molecular biology, bio-
chemistry, and physiology in order to improve quality of life through health pro-
motion, disease prevention, and management of symptoms. NINR and nursing
science invests in the infrastructure, resources, and scientific capacity building and
training critical for the success of these efforts.

NINR would collaborate with the proposed National Center for Advancing
Translational Sciences (NCATS) to maintain and enhance translational and inter-
disciplinary initiatives across the NIH, as well as with other government and non-
government organizations. NINR currently leads and participates in several inter-
disciplinary collaborative programs and partnerships that support translational
science including: the NIH Public Trust Initiative; the NIH Pain Consortium; and
the Clinical and Translational Science Awards (CTSAs).

In particular, the Clinical and Translational Science Awards (CTSA) program is
a major trans-NIH initiative that, since its launch in 2006, has proven to be a crit-
ical component in the NIH efforts to accelerate research translation. CTSA funded
projects touch on all aspects of translational research including community-based
participatory studies, implementation science, and health services research. Central
to the CTSA program are multifaceted team science, broadly supported collabora-
tions, and the training and mentoring of the next generation of interdisciplinary
translational scientists—all of which are also central foci of nursing science.

NINR encourages its scientists to become leaders in the CTSAs. Working with
NIH partners and groups such as the CTSA Nurse Scientists Special Interest
Group, NINR co-sponsors CTSA-related workshops and symposia to identify re-
search opportunities, highlight successful exemplars, and develop strategies to maxi-
mize the diverse disciplinary strengths of nursing science. While several current
CTSA’s include scientists from nursing specialties who are at the leading edge of
translational and interdisciplinary research, NINR supports the goal of the CTSA
Nurse Scientist Special Interest Group to elevate nurse scientists to leadership roles
in future CTSAs.
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ADOPTION OF BEST PRACTICES BY HEALTHCARE PROFESSIONALS AND THEIR PATIENTS

Question. NINR supports many activities to enhance the evidence base for
healthcare decisions, including assessing the effectiveness of new therapies and
healthcare interventions for individuals and within diverse populations. What are
your successes and frustrations with seeing measurable changes in the adoption of
such best practices by healthcare professionals and their patients?

Answer. NINR investigators and research efforts emphasize the development and
use of evidence-based interventions with individuals in diverse, real-world settings.
Nurses and nurse scientists play primary roles in the translation of research find-
ings into standard practice because of their prominence in front-line health service
provision across clinical settings. Currently, over 90 percent of NINR-supported
projects are clinically focused.

As a science committed to the translation of evidenced-based research to the clini-
cian, clinic, and community, nursing science shares the frustration of the trans-
lation-gap between research and clinical practice. Acknowledging this, nurse sci-
entists are overcoming the barriers to translation and adoption of research findings
through highly collaborative, interdisciplinary scientific efforts. NINR supports re-
search efforts from a broad spectrum of disciplines, involving academic and clinical
scientists in settings ranging from bench laboratories to hospital bedsides.

NINR has experienced successful translation and adoption of evidence-based pro-
grams in key areas such as transitional care, and patient and caregiver interven-
tions. An NINR-supported program partnered an interdisciplinary group of care-
givers with older heart failure patients to ease their transition from clinical to home
care. In a randomized clinical trial, the program was successful in reducing re-hos-
pitalization rates for this high-risk group of patients, and in addition, it reduced
total costs by about 38 percent, or $3,500 per patient. Another NINR-supported pro-
gram improved the knowledge and coping mechanisms for parents of premature in-
fants by facilitating positive parenting behaviors and lowering parental stress. This
intervention also decreased the length of NICU hospitalization by about 4 days and
the associated hospital costs by about $4,800 per infant. NINR has also supported
the development of a behavioral intervention that significantly reduced the inci-
dence of post-stroke depression in stroke survivors, compared to patients who only
received antidepressants. Immediate benefits, as well as sustainable improvements,
remained for at least 1 year post-intervention. An intervention such as this one po-
tentially can have a profound impact on the long term health outcomes of individ-
uals who have survived a stroke.

NINR will continue supporting the adoption of evidence-based research into prac-
tice through such research programs as the NINR Centers Program. Across the
United States, these Centers function as translational research hubs within schools
of nursing. Promoting collaboration between disciplines and across institutions
through the use of shared resources and expertise, this program is designed to in-
crease research capacity, accelerate translational research, enhance mentorship of
doctoral students and early career scientists, and expand the science of investigators
working on multiple projects. NINR Centers provide the stable base needed to de-
velop broad, interdisciplinary translational programs of research to speed the appli-
cation of research into practice.

NINR’S PARTICIPATION IN PROGRAMS TO KEEP UP THE SUPPLY OF NURSE RESEARCHERS

Question. NIH has various grant and training programs that are meant to encour-
age young investigators to pursue research careers and try out innovative ideas.
How does NINR participate in those programs to keep up the supply of nurse re-
searchers?

Answer. NINR is committed to encouraging, supporting, and developing the next
generation of nurse scientists. NINR training activities are designed to achieve the
vision of creating an innovative, multidisciplinary, and diverse scientific workforce.
In addition to supporting pre- and post-doctoral research fellowships and career de-
velopment awards in the extramural community, NINR also leads and participates
in a number of training programs through its Intramural Research Program (IRP).

NINR training activities support individual and institutional graduate and post-
graduate research fellowships, as well as career development awards, including
awards to trainees from under-represented and disadvantaged backgrounds. These
programs provide the next generation of scientists with the necessary, interdiscipli-
nary education and research skills that will enable them to improve clinical prac-
tice, enhance quality of life for those with chronic illness, and support preventative
health. For example, NINR supports investigators under the NIH K99/R00 Pathway
to Independence (PI) program, in which promising postdoctoral scientists receive
both mentored and independent research support for up to 5 years.
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The NINR IRP also supports several research training opportunities through pro-
grams such as the NINR Summer Genetics Institute, a 1-month program designed
to increase the research capability in genetics among graduate students and faculty
in nursing and to develop and expand the basis for clinical practice in genetics
among clinicians. NINR also participates in the NIH Graduate Partnerships Pro-
gram (GPP), in which doctoral students from schools of nursing with established
NINR-supported training programs can complete their dissertation research within
the IRP. NINR also sponsors the Pain Methodologies Boot Camp, which is a 1-week
intensive research training course in pain methodology at NIH that is aimed at in-
creasing the research capabilities of graduate students and faculty through distin-
guished guest speakers, classroom discussions, and laboratory training.

An expanded scientific workforce with expertise in these areas of research will
significantly contribute to evidence-based improvements and reforms to the
healthcare system in the coming years. Collectively, NINR training activities ad-
dress the national shortage of nurses by contributing to the development of the
nursing faculty needed to teach and mentor individuals entering the field.

NINR’S PLANS IN RESEARCH ON AUTISM, CANCER AND ALZEIMER’S DISEASE

Question. Does NINR have any particular plans that respond to the Presidential
Initiatives in research on autism, cancer, and Alzheimer’s disease?

Answer. NINR is committed to continuing efforts to support research that informs
the provision of quality care and improving quality of life for persons with autism,
cancer and Alzheimer’s disease (AD) and other dementias, as well as supporting
their informal caregivers. Recent efforts in autism at NINR include the examination
of the effects of an intervention based on self-regulation human-animal interaction
theory (e.g. therapeutic horseback riding) on children and adolescents with autism,
as well as the development of a peer-mentored disaster-preparedness program for
adults living with autism and other developmental disabilities. NINR is also co-
sponsoring an NIH funding opportunity to support research into the origins, causes,
diagnosis, treatment, and optimal service delivery in autism spectrum disorders.

NINR’s cancer research focuses on developing the evidence-base for enhancing the
individual’s role in managing disease, managing debilitating symptoms, and improv-
ing health outcomes for individuals and caregivers. Several NINR-supported sci-
entists are examining how clinicians and patients work through the treatment and
support decisionmaking process, across the trajectory from diagnosis to end-of-life
and palliative care or illness remission. NINR currently supports numerous projects
in the area of cancer pain research, including studies to investigate the underlying
molecular mechanisms that cause cancer treatment-related pain, as well as a pa-
tient-controlled cognitive-behavioral intervention for cancer symptoms. Another
study is developing and testing a physician-nurse team intervention to provide clear
and timely end-of-life and palliative care communication to parents of children with
brain tumors. NINR-supported research also focuses on cancer recurrence preven-
tion and improved quality of life through such scientific efforts as the development
of cancer screening programs for diverse populations, a genetic cancer risk assess-
ment tool to improve screening efforts, and a psycho-educational telehealth interven-
tion for rural cancer survivors. NINR also reaches directly to the public through
such efforts as the development and dissemination of the NINR publication, “Pallia-
tive Care: The Relief You Need when You're Experiencing the Symptoms of Serious
Illness” which has been downloaded from the NINR website nearly one million
times.

NINR research on interventions for older adults with AD focuses on areas such
as: alleviating symptoms such as pain, discomfort, and delirium; improving commu-
nication for clinicians; and memory support. For example, NINR is currently sup-
porting a project to test the effectiveness of an activity-based intervention designed
to increase quality of life by reducing agitation and passivity and increasing engage-
ment and positive mood in nursing home residents with dementia. Another NINR-
funded study involves an evidence-based, nurse practitioner-guided intervention for
patients with AD or other dementia, as well as their family caregivers. The inter-
vention is expected to improve overall quality of life by decreasing depressive symp-
toms, reducing burden, and improving self-efficacy for managing dementia in care-
givers. NINR also emphasizes research on interventions aimed at improving quality
of life and reducing burden for caregivers. Recognizing the challenges often experi-
enced by caregivers, NINR supports research on strategies to improve the skills
caregivers need to provide in-home care, to reduce stress and burden, and to main-
tain and improve their own health and emotional well-being. Together NINR and
the National Institute on Aging are supporting the Resources for Enhancing Alz-
heimer’s Caregiver Health (REACH) II program, a comprehensive, multi-site inter-
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vention to assist AD caregivers by providing strategies to manage stress, maintain
social support groups, and enhance their own health. Multiple efforts across the
Federal Government are currently underway to implement REACH II in the com-
munity, such as through the Administration on Aging’s Alzheimer’s Disease Sup-
portive Services Program.

Question. What is the current nursing shortage and how are current initiatives
impacting that shortage?

Answer. Strengthening and growing the primary care workforce—including nurses
and nurse practitioners—is critical to reforming the Nation’s healthcare system. In
fiscal year 2010, the ACA Prevention and Public Health Fund supported $31 million
for the training of 600 new nurse practitioners and nurse mid-wives by 2015 and
$15 million for Nurse-Managed Clinics, which provide primary care and wellness
services to underserved and vulnerable populations. The fiscal year 2012 budget in-
cludes $20 million for these Clinics.

The fiscal year 2012 budget includes $333 million, an increase of $43 million over
fiscal year 2010, to support the training of nurses and advance practice nurses. The
fiscal year 2012 budget initiates a 5-year effort to fund the training of an additional
4,000 new primary care providers—including 1,400 advance practice nurses.

Question. Is the Department investing in any efforts to assure that nurses are
available in the regions that need them the most?

Answer. The Administration supports several programs that encourage nurses to
practice in underserved areas and facilities throughout our Nation. Applicants with
initiatives benefitting rural and underserved areas are given preference for all Pub-
lic Health Service Act Title VIII nursing workforce funding.

In addition, the Nurse Education Loan Repayment Program and Nursing Scholar-
ship Program offer financial support for nurses who agree to serve in healthcare fa-
cilities facing critical shortages of nurses.

The Affordable Care Act provides $1.5 billion for the National Health Service
Corps over the next 5 years, which will help bolster the supply of clinicians—includ-
ing nurse practitioners—serving at rural health clinics, community health centers,
and other primary care sites with a shortage of health professionals.

Question. H.R. 1 proposes to reduce funding for the Nurse Education and Loan
Repayment program by two-thirds. Is this a good idea to reduce funding when there
is such a well documented nursing shortage?

Answer. The Nursing Education Loan Repayment and Scholarship programs pro-
vide financial incentives to nurses who agree to work at healthcare facilities with
a critical shortage of nurses. The proposed reduction in H.R. 1 would support ap-
proximately 850 fewer nurses than would otherwise be supported. The fiscal year
2012 budget includes $94 million, the same level as fiscal year 2010, for this pro-
gram in recognition of the key role that it plays in supporting the recruitment and
retention of nurses in underserved areas.

Question. How is it that HHS says we have a nursing shortage when I hear that
graduating nursing can’t find jobs?

Answer. While there remains an overall shortage of nurses, nursing shortages
vary geographically and by sector (e.g., hospitals, nursing homes). More nurses are
delaying retirement and increasing their hours due to the economic downturn,
which has allowed for some temporary easing in the nursing shortage in some parts
of the country. However, the shortage is still substantial in many parts of the coun-
try, and without sustained production of nurses, the situation will worsen.

Question. Will the funds appropriated from the Community Health Center Fund
(Sec. 10503 of the Patient Protection and Affordable Care Act) be used to expand
this program? If yes, what are the planned program expansions?

Answer. Native Hawaiian Health Care Programs are not eligible for funding
under Section 10503 of the Patient Protection and Affordable Care Act.

Question. How would proposals to use some or all of the community health center
fund in lieu of the annual health center appropriation affect: the program in gen-
eral; the ability to sustain program investments made using American Recovery and
Reinvestment Act (ARRA Public Law 111-5) funds; the ability to expand the pro-
gram; and the Native Hawaiian healthcare system that is funded from the annual
health center appropriation?

Answer. In fiscal year 2011 the combined resources from the Community Health
Center Fund and discretionary appropriations will enable the program to sustain in-
vestments made using American Recovery and Reinvestment Act funds as well as
create new health center sites. In total, the Health Center Program will receive a
nearly $400 million increase in fiscal year 2011 above fiscal year 2010 levels.

Question. Secretary Sebelius, there are many different departments and agencies
responsible for our Nation’s preparedness and response to a natural or man-made
disaster. Can you talk about the unique role EMSC plays in those efforts?
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Answer. The Emergency Medical Services for Children (EMSC) Program under
section 1910 of the Public Health Service Act (42 U.S.C. 300w—9) is the only Federal
program that focuses specifically on improving the pediatric components of emer-
gency medical care. The program was created to address gaps in the provision of
quality emergency medical care to children, and to address the specific anatomical,
physiological and developmental needs of children. The program focuses on improv-
ing the everyday pediatric readiness of the Nation’s EMS system to provide the ap-
propriate infrastructure for disaster preparedness. Furthermore, EMSC focuses on
emphasizing pediatric specific issues in disaster care of a child in a non-pediatric
facility, family reunification, surge capacity due to the increased vulnerability of
children in disaster and transfer to other facilities for higher levels of care.

Question. Are our Nation’s hospitals, ambulances, and first responders better pre-
pared to treat pediatric patients as a result of the EMSC program?

Answer. During the 2010-11 assessment of performance measures, the 55 funded
State Partnership grantees collected data from over 2,600 emergency departments,
approximately 6,660 BLS/ALS agencies, and conducted an assessment of more than
22,000 vehicles that transport children in emergency situations.

Findings from select measures demonstrate improvement in the Nation’s pre-hos-
pital provider’s access to pediatric medical guidance in the field, more Basic Life
Support (BLS) and Advanced Life Support (ALS) transport vehicles carrying essen-
tial pediatric equipment and States supporting pediatric continuing education for
BLS/ALS providers.

Question. How has the EMSC program helped States be better prepared for the
disaster response and recovery of children?

Answer. The EMSC program is funding projects that will guide practice in the
EMS field for which minimal evidence exist to guide appropriate delivery of care.
Findings are translated into tool kits and resources that are readily available to
States and local communities. The EMSC National resource center is working with
multiple partner-agencies to develop a web-based resource tool with disaster related
products, publications and resources. This will be available to States and local com-
munities as they developed their disaster plans.

EMSC is also working with States to develop models of regionalized care where
pediatric resources may be limited. State and Territory grantees in the Pacific Basin
are working on an inter-island agreement for regionalized care for the pediatric pa-
tient. This type of model can be used in disaster planning as well in which specialty
care is limited, geographical boundaries may require coordination of many agencies
and a prior infrastructure will be essential.

EMSC collaborates with all agencies and systems involved in providing care to the
pediatric patient and are active in contributing to the special situation of disaster.
EMSC continues to provide important insight to disaster planning since issues of
special equipment, surge capacity, regionalized care are integral to everyday readi-
ness of pediatric emergency care.

Question. What would a cut along the lines of that proposed in H.R. 1 mean for
the 127 health center sites that have opened within the past year and the almost
3.7 million new patients currently receiving care at a health center because of the
investments through the American Recovery and Reinvestment Act?

Answer. Funding levels provided in H.R. 1 would impact the ability of the Health
Center Program to fully fund the 127 new access point grants originally supported
by the Recovery Act and would also impact the number of patients currently served
Zt health centers, including the 3.7 million patients served through the Recovery

ct.

Question. Can you tell us how many applications for new health centers HRSA
has received?

Answer. Over 800 applications have been received for the fiscal year 2011 New
Access Point funding opportunity.

Question. How many awards does HRSA intend to fund?

Answer. HRSA is in the process of determining how many Health Center New Ac-
cess Points through Affordable Care Act funding in fiscal year 2011.

Question. How many awards would HRSA make if H.R. 1 is enacted?

Answer. Under H.R. 1, there would have been no new funding available to sup-
port Health Center New Access Points in fiscal year 2011.

Question. Can you describe the overarching impact on the healthcare system of
the continued health center expansion, as outlined in the President’s fiscal year
2012 budget request?

Answer. The President’s fiscal year 2012 budget request for health centers, more
high quality, cost-effective, preventive and primary healthcare services will be made
available nationwide.
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Question. Madam Secretary, what additional benefits do health centers bring to
their local communities, in addition to the creation of jobs and generation of eco-
nomic activity?

Answer. Health centers increase access to healthcare through an innovative model
of community-based, comprehensive primary healthcare that focus on outreach, dis-
ease prevention, and patient education activities. For example, evaluations have
found that:

—Uninsured people living within close proximity to a health center are less likely
to have an unmet medical need, less likely to have postponed or delayed seeking
needed care, and more likely to have had a general medical visit.!

—Health center uninsured patients are more likely to have a usual source of care
than the uninsured nationally (98 percent versus 75 percent).2

Increasing access and reducing disparities in healthcare requires quality providers
who can deliver culturally-competent, accessible, and integrated care. Health cen-
ters recognize this need and support a multi-disciplinary workforce designed to treat
the whole patient. For example, evaluations have found that:

—Health center patient rates of blood pressure control were better than rates in
hospital-affiliated clinics or in commercial managed care populations, and ra-
cial/ethnic disparities in quality of care were eliminated after adjusting for in-
surance status.3

—A high proportion of health center patients receive appropriate diabetes care.*

—Health center low birthweight rates continue to be lower than national averages
for all infants. In particular, the health center low birthweight for African-
American patients is lower than the rate observed among African-Americans
nationally (10.7 percent versus 14.9 percent respectively).?

—Health centers play a critical role in providing healthcare services to rural resi-
dents who tend to have higher rates of chronic diseases, such as the 27 percent
of rural residents suffering from obesity ¢ and nearly 10 percent diagnosed with
diabetes.”

—Over the past 4 years, cost increases at health centers have been at least 20
percent below national increases.8

—Rural counties with a community health center site had 33 percent fewer unin-
sured emergency room/department visits per 10,000 uninsured population than
those without a health center.?

—The cost of treating patients with diabetes in health center settings was ap-
proximately $400 less than that experienced by other primary care settings.10

—In 2009, health centers generated over $11 billion in revenues and employed
over 123 ,000 full-time equivalents.

Question. I noticed that the fiscal year 2011 Application and Guidance released
in November of 2010 did not include pharmacist as part of the eligible participants
in NHSC loan repayment program. Are there any plans in the near future to in-
clude pharmacists in the NHSC loan repayment program?

Answer. The National Health Service Corp (NHSC) program is currently con-
ducting an analysis of the Loan Repayment Program (LRP) statute and program
policies, which includes a review of the disciplines the NHSC supports.

The inclusion of pharmacists or other disciplines must be consistent with the stat-
ute that established the NHSC to recruit and retain primary medical, dental and
mental healthcare providers to provide primary health services to underserved pop-
ulations in health professional shortage areas. The Public Health Service Act, which

1Hadley J and Cunningham P. Availability of Safety Net Providers and Access to Care of Un-
insured Persons. Health Services Research 2004;39(5):1527—-1546.

2Carlson, BL et al, “Primary Care of Patients without Health Insurance by Community
Health Centers.” April 2001 Journal of Ambulatory Care Management 24(2):47-59.

3Hicks LS, et al. The Quality of Chronic Disease Care in US Community Health Centers.
Health Affairs 2006; ;25(6):1713-1723.

4 Maizlish NA, Shaw B, and Hendry K. Glycemic Control in Diabetic Patients Served by Com-
mumty Health Centers. American Journal of Medical Quality 2004;19(4):172-179.

58hi, L., et al. America’s health centers: Reducing racial and ethnic disparities in perinatal

care and birth outcomes. Health Services Research, 2004; 39(6):1881-1901.

6 Bennett, K. J., Olatosi, B., & Probst, J.C. (2008). “Health Disparities: A Rural—Urban
Chartbook.” South Carolina Rural Health Research Center.

7Pleis JR, Lethbridge-Cejku M. Summary health statistics for U.S. adults: National Health
Interview Survey, 2006. National Center for Health Statistics. Vital Health Stat 10(235). 2007.

8 Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics
Group: National Health Expenditures: 2002—-2005.

9Rust George, et al. “Presence of a Community Health Center and Uninsured Emergency De-
partment Visit Rates in Rural Counties.” Journal of Rural Health Winter 2009 25(1):8-16.

10 Proser M, Deserving the Spotlight: Health Centers Provide High-Quality and Cost Effective
Care. J Ambulatory Care Management, 2005; 28(4): 321-330.
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authorized the NHSC, defines “primary health services” as “health services regard-
ing family medicine, internal medicine, pediatrics, obstetrics and gynecology, den-
tistry, or mental health, that are provided by physicians or other health profes-
sionals” (42 U.S. Code Sec. 254d(a)(3)(D)). To date, pharmacists have not been con-
sidered an eligible discipline for participation in the NHSC program.

As part of the discipline review, the NHSC has also conducted a survey of Com-
munity Health Centers and other NSHC-approved sites to determine the demand
for additional disciplines in the NHSC. The results of this survey are currently
under review. Any updates to the eligible disciplines will be announced through pro-
gram guidance.

Question. Currently, HRSA collects data on healthcare shortage areas for primary
care. Given the poor outcomes in pregnancy in this country and the shortage of phy-
sicians and midwives, are there any plans to look at identifying maternity care
shortage areas?

Answer. Health Professional Shortage Areas (HPSAs) are designated by the De-
partment as those areas having shortages of primary medical care, dental or mental
health providers. HPSAs may be geographic (e.g., a county or service area), demo-
graphic (e.g., low-income population) or institutional (e.g., federally qualified health
center). Among the factors considered in the designation process are the numbers
of healthcare providers in the area. For the primary care HPSA designation, Obste-
tricians/Gynecologists (OB/GYNs) are included in the provider count when the De-
partment evaluates the number of primary care providers in an area. As you know,
the Affordable Care Act required the establishment of a Negotiated Rulemaking
Committee (Committee) to make recommendations regarding a revised methodology,
criteria and process for making such shortage designations. The Committee is con-
sidering the role of OB/GYNs in the development of revised criteria for primary care
shortage designation. There are not, however, current plans to separately identify
maternity care shortage areas.

Question. In the remote islands of Hawaii women have few options for giving
birth. We know that freestanding birth centers have improved access to care and
made significant impact on disparities for mothers and babies. What plans, if any,
are there to provide funding to develop more of these freestanding birth centers in
underserved communities?

Answer. The Health Center Program does not provide funding specifically for the
development of birthing centers. However, health centers may choose to address the
primary healthcare needs of their target populations through a variety of services
including obstetrics care and site locations within their approved Health Center Pro-
gram grant.

Question. The Maternal and child health services block grant facilitate in plan-
ning, promoting, coordinating and evaluating healthcare for pregnant women, moth-
ers, infants, and children, children with special healthcare needs, and families in
providing health services for those populations who do not have access to adequate
healthcare. I am concerned that decreased funding for this important program may
have a negative impact on our Nation. Would you please describe the rationale be-
l};iltlid dgcreasing funding for Maternal Child Block Grants in the fiscal year 2012

udget?

Answer. The fiscal year 2012 budget proposes a decrease to the Maternal and
Child Health Block Grant. The proposed budget would reduce funding for categor-
ical research grants and not from the MCH grants to States, in order to respond
to the priorities in the fiscal year 2011 final appropriations.

Question. In 2000, Congress launched an important national program, the Na-
tional Child Traumatic Stress Initiative, which focuses on a child traumatic stress,
a critical public health problem. With over 130 funded and affiliate programs, this
SAMHSA program addresses the specific needs of children and families who are ex-
posed to a wide range of trauma, including physical and sexual abuse, violence in
families and communities, natural disasters and terrorism, accidental or violent
death of a loved one, refugee and war experiences, and life-threatening injury and
illness. Over the past 10 years, this program has had strong bipartisan and bi-
cameral support. The program has been shown to be extraordinarily effective in ex-
pediting science to service through a collaborative and systems change approach
that is helping children and families recover by improving the treatment and serv-
ices they receive. In Hawaii, we have a strong program through our Catholic Char-
ities Center, and have seen firsthand the benefits of this initiative.

Secretary Sebelius, in fiscal year 2010 the funding for this program was
$40,798,000. In fiscal year 2012, the funding drops to $11,300,000 a 72 percent cut
from fiscal year 2010 funding levels. Would you please describe the rationale behind
cutting funding to this valuable program?
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Answer. SAMHSA is committed to developing and disseminating trauma-informed
services by expanding efforts to infuse trauma-informed related activities and les-
sons learned from the 10-year history of the National Child Traumatic Stress Net-
work (NCTSN) across its entire grant portfolio. SAMHSA’s commitment to bring
trauma-informed services to scale will reach beyond individual programs and grant-
ees, build on the success of the NCTSN, and include a focus on a diverse mix of
communities (e.g., military families) and trauma-related experiences (e.g., environ-
mental, historic, economic) while allowing States to focus resources in communities
with the greatest needs. SAMHSA is also working with the Administration on Chil-
dren and Families (ACF) and the Department of Justice (DOJ) to provide technical
assistance and share evidence-based practices and products garnered generated
from the NCTSN. The fiscal year 2012 request for NCTSN does not terminate or
reduce any existing grants.

QUESTIONS SUBMITTED BY SENATOR HERB KOHL

Question. I am concerned about the timeline of implementing the physician sun-
shine provisions (section 6002) of the Affordable Care Act. Shining light on industry
payments to physicians will help demonstrate the importance of proper research re-
lationships, while exposing and eliminating conflicts of interest and providing im-
portant information to patients about their health choices.

As you know, the Department of Health and Human Services (HHS) has a dead-
line of this October to establish the procedures by which industry must report infor-
mation. However, it would be helpful to release guidance as soon as possible. Busi-
nesses and industry will need time to develop their internal systems to comply with
the disclosure deadline of March 31, 2013. As you develop the guidance, I encourage
you to work closely with stakeholder groups to ensure that the data collected will
be useful and consistent with the legislation’s intent.

With these deadlines looming, what is HHS’s plan for implementation of the sun-
shine regulations? Has your staff been meeting regularly with stakeholder groups?
What is your timetable for proposing the scope of reportable information? Included
in your response, please detail which office will be drafting and finalizing these
rules and why that office was chosen.

Answer. HHS is moving forward with the implementation of the Affordable Care
Act’s requirements related to Section 6002, “Transparency Reports and Reporting of
Physician Ownership or Investment Interests.” After reviewing the responsibilities
this provision delegates to the Department, I decided that the Centers for Medicare
& Medicaid Services (CMS) would be the most appropriate agency to implement all
of the requirements. CMS is currently in the process of rulemaking to establish pro-
cedures for reporting and more information will be forthcoming as the process
moves forward. CMS’ Center for Strategic Planning and the Center for Program In-
tegrity have dual responsibility for developing these regulations. To prepare for rule-
making, they have individually met with at least seven different industry stake-
holders, and consulted with State agencies from Minnesota and Massachusetts,
which already have considerable experience with this type of data collection. In ad-
dition, on March 24, 2011, CMS held an open door forum to discuss the provision
and to solicit feedback from almost 500 industry participants. CMS is working hard
to meet the requirements and the deadlines of the physician sunshine provision, in-
cluding providing industry with the information they will need to comply with it.

Question. An estimated 75 percent of all pregnant women use 4 to 6 prescriptions
or over-the-counter drugs at some time during their pregnancy. I am concerned that
a proposed rule to improve pregnancy labeling has been pending at the Food and
Drug Administration (FDA) for nearly 3 years after comments were received in Au-
gust, 2008. I have corresponded with HHS and Commissioner Hamburg about this
rule and have not received an adequate response regarding a timeline for its final-
ization. I ask again, what is the status of this rule? Given the importance of this
issue to safeguarding the health of pregnant women, I think getting this proposed
rule finalized should be a priority. Is it a priority for HHS and the FDA?

Answer. Publication of the rule regarding drug labeling for pregnant and lactating
women remains a priority within FDA. Earlier this year, my staff met with your
staff to discuss the status of this rule, and as they made clear, FDA staff is actively
working on the rule. After a rule is prepared, it undergoes a clearance process prior
to publication. Because the timeframes for preparing the regulation and completing
each step of the clearance process could be affected by various, unpredictable, fac-
tors, FDA cannot say for certain when the final rule will publish. Please be assured
that FDA is committed to finalizing this rule as promptly as possible.
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NCATS AND THE EFFECT ON CTSAS

Question. I am concerned about the reorganization within the National Institutes
of Health (NIH) that will affect the Clinical and Translational Science Awards
(CTSA) program, in which Wisconsin has a substantial stake. The NIH invested $42
million into the University of Wisconsin (UW) in a 5-year CTSA commitment. UW
has successfully leveraged an additional $40 million in local resources. Together,
over the past 4 years these dollars have enabled UW to: (1) train young scientists
in clinical and translational research; (2) pursue clinical and translational research
endeavors through a streamlined and more efficient research infrastructure; (3) cre-
ate interdisciplinary research teams that can pursue diversified research more eas-
ily; (4) sustain a multi-disciplinary partnership across the State with other major
Wisconsin institutions, including the Marshfield Clinic; and (5) partner with more
than 100 community organizations to form research partnerships and perform col-
laborative research aimed at improving health in the community and eliminating
health inequities.

The CTSA also promoted intrastate collaboration with UW, whose efforts have
been complemented by independent and collaborative activities at the Medical Col-
lege of Wisconsin, where a similar CTSA grant was awarded. These entities have
all made major investments of resources and capital to deliver on their commit-
ments to CTSA—in infrastructure, faculty, and research initiatives, to name a few.

Given the impact of CTSA in Wisconsin, I request clarity regarding the future of
this program. The President’s budget proposed that the CTSA program become part
of the new National Center for Advancing Translational Sciences (NCATS) at NIH.
However, the future of CTSA and its scope remains in question. With this in mind,
I ask that you provide me with information about plans regarding CTSAs with re-
spect to the following: (1) potential and/or planned changes in the CTSA mission or
the scope of the CTSA program in 2011 and beyond, particularly the goal aimed at
engaging communities in clinical research efforts; (2) potential and/or planned
changes in the CTSA budget and in the number of institutions that may or are like-
ly to receive CTSA funding in 2011 and beyond; (3) potential and/or planned
changes in eligibility criteria for participants in the CTSA program; and (4) poten-
‘fgial(fmd/or planned changes in the process or rules for applicants to receive CTSA
unding.

Answer. The Clinical and Translational Science Awards (CTSA) are slated to be
moved into the proposed National Center for Advancing Translational Sciences
(NCATS) in fiscal year 2012. We believe that this will be a natural fit; it will serve
the CTSAs well to be in an institute that has a complementary mission to their own,
which is to advance translational sciences.

The CTSAs conduct and support a wide range of translational research, including
therapeutics discovery and development, community engagement, education and
training, and regulatory sciences. Their contributions in these areas are critical to
the mission of NCATS and the NIH as a whole. However, Director Collins under-
stands the importance of a smooth transition of this program to a new center. His
goal is to ensure that the CTSAs can continue their important work as we move
to stand up NCATS by October 1. To meet that goal, in April 2011, he convened
a trans-NIH working group (the NIH CTSA/NCATS Integration Working Group) to:
(a) enumerate the roles and capabilities of the CTSAs that can support and enhance
the mission of NCATS; (b) identify CTSA needs and priorities that should be under-
stood and addressed by NIH and NCATS leadership; and (c) propose processes for
ensuring a smooth transition from NCRR to NCATS.

This group, which is chaired by Dr. Stephen Katz, Director of the National Insti-
tute of Arthritis and Musculoskeletal and Skin Disorders (NIAMS) will consult with
a group of CTSA principal investigators, the CTSA Consortium Executive Com-
mittee (CCEC), who have been involved in many discussions with the NIH working
group as they carry out their charge. The working groups’ recommendations will
help Dr. Collins and his senior staff make informed decisions about the CTSAs that
will ensure a smooth transition into NCATS. No decisions regarding the administra-
tionkof the currently awarded CTSAs will be made until they have completed their
work.

CTSA investigators who are not part of the CECC can engage with the NIH in
a number of different ways: utilize the CECC as a conduit of information both from
and to NIH; attend CTSA leadership meetings that will be held this summer; and
provide input directly to NIH through CTSA staff or the website Feedback NIH.

Question. In 2009, I worked to ensure that long-term care facilities were eligible
for health information technology (HIT) funding included in the American Recovery
and Reinvestment Act by expanding the general definition of “healthcare provider”
to also include nursing and other long-term care facilities. What is the status of pro-
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viding HIT funds to long-term care providers? What has been done to help long-term
care providers access these funds?

Answer. The Office of the National Coordinator for Health Information Tech-
nology (ONC) administers grant programs that support health information exchange
within the long-term care community. ONC provided $265 million to Beacon com-
munities across the Nation. For example, Bangor, Maine’s Beacon community is
bringing long-term care facilities together with hospitals and other physicians to co-
ordinate care by using health IT.

Additionally, through the State HIE Challenge Grant, ONC awarded $6.8 million
to four grantees for work in improving long-term and post-acute care transitions
through health information exchange. Grant funding supports the following activi-
ties:

—Identification of the data elements for health information exchange that are rel-

evant to acute to long-term care transitions.

—Detlermination of strategies to meet improved acute to long term care transition
goals.

—Development of consumer friendly language for personal health records (PHRs),
conversion of transfer forms to electronic format, and dissemination of best
processes for ensuring safe care transitions—all of which will be integrated into
health information exchange for acute to long-term care transitions.

—Implementation of pilot programs at local and/or regional levels to test health
information exchange for acute to long-term care transitions, which can then be
expanded to the State and national levels.

ONC is also engaging with the long-term care provider community in its efforts
to establish a clinical electronic infrastructure and engaging long-term care pro-
viders in developing the Electronic Health Record (EHR) Incentive program’s
“Meaningful Use” definition.

Question. This year offers a prime opportunity to reshape and modernize aging
services through the reauthorization of the Older Americans Act (OAA). As Chair-
man of the Senate Special Committee on Aging, I am looking forward to working
with Assistant Secretary Greenlee to reauthorize the OAA. Has the administration
set any priorities for OAA reauthorization? Please provide a timeline for when we
might expect to receive an OAA proposal from the administration.

Answer. Over the past year, the Administration on Aging conducted the most
open system for providing input on recommendations for reauthorizing the Older
Americans Act in its history, convening and receiving reports from more than 60
reauthorization listening sessions held throughout the country, and receiving online
input from interested individuals and organizations, as well as from seniors and
their caregivers. This input represented the interests of thousands of consumers of
the OAA’s services, and we continue to receive input and work with advocates on
a variety of issues.

Based in part upon this extensive public input process, we think that reauthoriza-
tion can strengthen the Older Americans Act and put it on a solid footing to meet
the challenges of a growing population of seniors. We look forward to working with
you and the Special Committee on Aging on bipartisan reauthorization legislation.

The following are some examples of areas that we would like to discuss with the
Committee as you consider legislation:

—Ensuring that the best evidence-based interventions for helping older individ-
uals manage chronic diseases are utilized. A number of evidence-based pro-
grams have proven effective in helping participants adopt healthy behaviors,
improve their health status, and reduce their use of hospital services and emer-
gency room visits.

—Improving the Senior Community Service Employment Program (SCSEP) by in-
tegrating it with other seniors programs. The President’s budget proposes to
move this program from the Department of Labor to the Administration on
Aging within HHS. The goal of this move is to better integrate this program
with other senior services provided by AoA. We would like to discuss with you
adopting new models of community service for this program, including programs
that engage seniors in providing community service by assisting other seniors
so they can remain independent in their homes.

—Combating fraud and abuse in Medicare and Medicaid by embedding the Senior
Medicare Patrol Program (SMP) in the OAA as an ongoing consumer-based
fraud prevention and detection program. The SMP program serves a unique role
in the Department’s fight to identify and prevent healthcare fraud by using the
skills of senior volunteers to conduct community outreach and education so that
seniors and families are better able to recognize and report suspected cases of
Medicare and Medicaid fraud and abuse. In fiscal year 2009, the program edu-
cated over 215,000 beneficiaries in over 40,000 group education sessions and
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one-on-one counseling sessions, resolving or referring for further investigation
over 4,000 complaints of potential fraud, error, or abuse.

Question. The Elder Justice Act established the Elder Justice Coordinating Coun-
cil to meet and make recommendations relating to elder abuse, neglect and exploi-
tation. By law, this council is tasked with meeting twice annually and reporting to
Congress by March, 2012. What is the status of and timetable for implementing the
Elder Justice Coordinating Council?

Answer. As of March 30, 2011, we have accepted nominations to the Elder Justice
Advisory Board, which makes recommendations to the Elder Justice Coordinating
Council. The timetable for further action is under development.

QUESTIONS SUBMITTED BY SENATOR PATTY MURRAY
TRAUMA FUNDING

Question. The Administration’s fiscal year 2012 budget proposal includes $765
million “to enhance the advanced development of next generation medical counter-
measures against chemical, biological, radiological and nuclear threats.” The budget
proposal also provides $655 million “to ensure the availability of medical counter-
measures from the Strategic National Stockpile during a public health emergency.”

Given this significant investment in biodefense, I am concerned that the Adminis-
tration’s budget does not similarly support our Nation’s fragile trauma centers and
systems, which will most certainly be called upon in the event of another terrorist
attack or public health emergency. It is very concerning to note that 23 trauma cen-
ters have closed over the past decade and 45 million people lack access to a trauma
center within 1 hour following injury during which definitive treatment can make
the difference between life and death. In addition, $80 billion annually is attributed
to trauma medical expenses and $326 billion is estimated for lifetime productivity
losses for almost 50 million injuries that required medical treatment.

While the Administration’s fiscal year 2011 budget includes funding, albeit de-
creased, for Public Health and Emergency Preparedness grants and Hospital Pre-
paredness grants, these funds do not fully address the urgent needs of our trauma
centers and systems.

Given these facts, what is the Administration doing to make the necessary invest-
ments in our Nation’s trauma centers and systems?

Is the Administration working to fund the National Trauma Center Stabilization
Act and the Trauma Care Systems Planning and Development Act (Public Health
Service Act sections 1201-4, 1211-32, 1241-46 and 1281-2) so that all Americans
have access to trauma care during every day traumatic events or in the event of
another terrorist attack?

Answer. While there is no funding for the National Trauma Center Stabilization
Act and the Trauma Care Systems Planning and Development Act in the HHS 2012
budget, the Secretary of Health and Human Services delegated to the Assistant Sec-
retary for Preparedness and Response the authorities vested in the Secretary under
sections 1201-1232 of title 12 of the Public Health Service Act, parts A through C
of title 12, (42 USC §300d through 300d-32), as amended, to administer grants and
related authorities for trauma care. This also included the transfer of authority from
the Health Resources and Services Administration to ASPR the authorities trans-
ferred in the affordable care act. These sections include four grant programs relating
to trauma and emergency medical care. In addition, section 1201 also provides,
among other things, the authority to sponsor workshops and conferences related to
trauma and emergency care and to conduct and support research related to trauma
and emergency care. This was an important first step in implementing provision of
the Affordable Care Act relating to trauma programs. While these activities have
not received funding, ASPR has undertaken a cooperative venture with CDC’s Na-
tional Center for Injury Prevention and Control to assist high-profile cities in im-
proving their plans to respond to mass casualty events caused by major traumatic
events such as terrorist bombing. Additionally, since the establishment of the Hos-
pital Preparedness Program, over $3.3 billion has been provided to hospitals to im-
prove overall surge capacity and strengthen the capability of hospitals and
healthcare systems to plan, respond to, and recover from all hazard events.

TITLE X FUNDING

Question. Title X is the Nation’s cornerstone family planning program for low-in-
come women. Each year approximately 5 million low-income individuals receive
basic healthcare, including cancer screenings, birth control, and HIV testing, at clin-
ics receiving funds under this program.
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As we consider recommendations for the coming year, we’re mindful that the
House-passed fiscal year 2011 continuing resolution eliminates all $317 million in
funding for the Title X program.

Given that 6 in 10 women who receive care at a Title X health center consider
it their primary source of medical care, what would be the effects of zeroing out the
program?

Answer. The Title X Family Planning program is the only Federal grant program
dedicated solely to providing individuals with comprehensive family planning and
related preventive health services. The program establishes the framework for the
delivery of publicly funded family planning services in the United States, providing
funding to more than 4,500 sites across the United States, including State and local
health departments, freestanding clinics, hospitals, family planning councils, and
Planned Parenthood agencies. At least 90 percent of Title X program funds are used
to provide clinical services. Title X services include preventive health services such
as cervical cancer screening, contraceptive counseling and supplies, pelvic exams,
breast and cervical cancer screening, basic infertility counseling, clinical breast
exams, HIV and STI tests, and other services related to reproductive health and
family planning. Title X-funded agencies served an estimated 5 million individuals
each year. At least 90 percent of the Title X clients served each year have family
incomes at or below 200 percent of the Federal poverty level. For many, a family
planning clinic is their entry point into the healthcare system and is considered to
be their usual source of care. This is especially true for women with incomes at or
below 100 percent of the Federal poverty level, who are uninsured, Hispanic, or
black. One-quarter of all poor women who obtain contraceptive services do so at a
site that receives Title X funding, as do 17 percent of poor women obtaining a Pap
test or pelvic exam and 20 percent obtaining services for a sexually transmitted in-
fection.

In fiscal year 2009, it is estimated that nearly 1 million unplanned pregnancies
were averted by services provided at Title X agencies, including more than 233,000
among teens. In 2009, 2,035,017 female clients received screenings for cervical can-
cer. It is estimated that these screenings contributed to preventing approximately
670 cases of invasive cervical cancer. In 2009, more than 2.5 million clients were
tested for Chlamydia and Gonorrhea, and nearly 800,000 were tested for syphilis.
In 2009, nearly 1 million HIV tests were conducted. Services provided at Title X-
supported clinics were estimated to account for $3.4 billion in savings in 2008 alone.
Title X is also cost-effective—Title X-funded centers saved taxpayers an estimated
$3.4 billion in 2008—or $3.74 for every $1 spent on contraceptive care. Unintended
pregnancy has been linked with numerous negative maternal and child health out-
comes. More broadly, contraception can enable women and couples to plan and space
births, allowing them to invest in higher education and to participate more broadly
in the Nation’s workforce. Title X also provides a critical source of funding for our
Nation’s public healthcare infrastructure, which would look quite different in the ab-
sence of Title X funds. In short, in the absence of Title X, rates of unintended preg-
nancy, infertility and related morbidity, and abortion would be considerably higher.
In addition, the public health infrastructure would be negatively impacted, at a con-
siderable cost to the overall healthcare system.

FEDERAL FUNDING FOR PLANNED PARENTHOOD

Question. As you know, the House-passed fiscal year 2011 continuing resolution
prohibits Planned Parenthood from receiving any Federal funds. Planned Parent-
hood operates approximately 575 health centers across the country that receive Title
X funds to provide non-abortion-reproductive healthcare like pap smears, birth con-
trol, and cancer screenings.

Could you tell me what the impact of disqualifying Planned Parenthood from all
Federal funds would be on women and families across the country, were this policy
adopted for into next year’s budget?

Answer. More than 800 Planned Parenthood clinics receive some portion of their
funding through a variety of federally funded public health programs, including
Title X and Medicaid. Medicaid is by far the largest source of funding. For some
beneficiaries of these public health programs, Planned Parenthood serves as a crit-
ical source of services and supplies to prevent unplanned pregnancy, screen for cer-
vical and breast cancer, vaccinate to prevent cervical cancer, and obtain pelvic
exams and patient education and counseling. Barring Federal funding to Planned
Parenthood agencies could create barriers to these services, many of which are crit-
ical to women’s health. Planned Parenthood estimates that it serves 1.8 million cli-
ents with Federal funds, and provides nearly 4 million STI tests and more than
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900,000 cervical cancer screening tests. Without access to these basic services, rates
of STIs, unplanned pregnancy, and abortion could increase.

Question. Can you describe the overarching impact the continued health center
expansion, as outlined in the President’s fiscal year 2012 budget request, will have
on the healthcare system, in terms of the cost-effectiveness and quality of services
that health centers provide? And what about other benefits—like jobs generated and
economic impact?

Answer. Through the President’s fiscal year 2012 budget request for health cen-
ters, more high quality, cost-effective, preventive and primary healthcare services
will be made available. Through the fiscal year 2012 budget request, health centers
are projected to employ thousands of additional staff.

Question. As you know, the Balanced Budget Act of 1997 established that teach-
ing hospitals may count, for the purposes of indirect (IME) post-graduate physician
education payments, resident time spent in non-hospital settings, so long as certain
conditions are met. One of these conditions set out in the legislation is that the
“hospital must incur all or substantlally all of the costs for the training program
in the nonhospital setting .

However, CMS, in its final rules for the Inpatient Prospective Payment System
(IPPS) in 2004 mterpreted the law to mean that the resident time is allowed only
when one hospital sponsors the resident’s participation in the non-hospital experi-
ence. This interpretation puts many shared residency rotation programs, including
family medicine residency programs, in my State at risk, at a time when we should
be encouraging more residency programs, not less.

Congress made clear that this was not the intention of the original legislation in
Section 5504 of the Patient Protection and Affordable Care Act. This section modi-
fies rules governing when hospitals can receive indirect medical education (IME)
and direct graduate medical education (DGME) funding for residents who train in
a non-provider setting so that any time spent by the resident in a non-provider set-
ting shall be counted toward direct and indirect medical education if the hospital
incurs the costs of the stipends and fringe benefits.

Are there discussions ongoing at HHS to alter the current interpretation of resi-
dent shared rotation and IME payments, particularly in light of provisions in the
Affordable Care Act?

Answer. As you note in your question, section 5504 of the Affordable Care Act ad-
dresses the situation in which more than one hospital incurs the costs of training
programs at non-provider settings. The provision allows hospitals to count, on a pro-
spective basis only, a proportional share of the time that a resident spends training
in such settings when more than one hospital incurs the costs. The Centers for
Medicare & Medicaid Services (CMS) finalized its proposal to implement section
5504 in the CY 2011 Hospital Outpatient Prospective Payment System final rule,
which was published in the Federal Register on November 24, 2010. The final rule
allows hospitals to share the costs of resident training at non-provider sites, so long
as those hospitals divide the resident time proportionally in accordance with a writ-
ten agreement. In doing so, the final rule requires that hospitals have a reasonable
basis for establishing the proportion and that the hospitals document the amount
they are paying for the salaries and fringe benefits of the residents for the amount
of time the residents are training at that site.

FUNDING FOR THE NATIONAL INSTITUTE FOR OCCUPATIONAL SAFETY AND HEALTH’S
EDUCATION AND RESEARCH CENTERS

Question. The Administration’s fiscal year 2012 budget request zeroed out all
funding for the National Institute for Occupational Safety and Health’s (NIOSH)
Education and Research Centers.

What was the original programmatic intent for the National Institute for Occupa-
tional Safety and Health (NIOSH)-funded Education and Research Centers (ERCs)?
As part of your reply to this question, please provide a copy of the original program
announcement for the record.

Has HHS assessed whether this NIOSH program has fulfilled its statutory man-
date under Section 21 of the Occupational Safety and Health Act of 1970 to provide
an adequate supply of safety and health professionals?

Has HHS assessed the impact on ERCs from zeroing funding for the program in
fiscal year 2012?

Answer. The original programmatic intent of the ERC program, which was estab-
lished in 1977 in response to Section 21(a) of the Occupational Safety and Health
Act, was to create “education programs to provide an adequate supply of qualified
personnel to carry out the purposes of the Act”. The program was envisioned as a
commitment to training future professionals to work in industry, public health, and
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academia. NIOSH has established partnerships with 48 academic institutions that
comprise the academic network responsible for the Nation’s occupational safety and
health professional training infrastructure. Through university-based ERCs, NIOSH
supports academic degree programs and research training opportunities in the core
areas of industrial hygiene, occupational health nursing, occupational medicine, and
occupational safety, plus specialized areas relevant to the occupational safety and
health field. NIOSH also supports ERC short-term continuing education programs
for occupational safety and health professionals and others with worker safety and
health responsibilities. Please see attached program announcement from 1976.

[ERC Program Announcement, 1976]
DEPARTMENT OF HEALTH, EDUCATION AND WELFARE

PuBLIC HEALTH SERVICE
CENTER FOR DISEASE CONTROL
GRANTS FOR OCCUPATIONAL SAFETY AND HEALTH EDUCATIONAL RESOURCE CENTERS
PROGRAM GUIDELINES

The National Institute for Occupational Safety and Health is implementing a new
national competition for training project grants to support a limited number of Oc-
cupational Safety and Health Educational Resource Centers. It is proposed to estab-
lish by 1980, subject to the availability of funds, at least 10 Center’s—at least one
in each Department of Health, Education, and Welfare Region.

Authority

Grants for Educational Resource Centers will be awarded under the Institute’s
basic training grant authority, the Occupational Safety and Health Act of 1970 (29
U.S.C. 670a). Except as otherwise indicated in these guidelines, the basic policies
of the Public Health Service Grants Policy Statement (HEW Publication No. (OS)
77-50.000 (Rev.) October 1, 1976) are applicable to this program as are the HEW
regulations on Grants for Educational Programs in Occupational Safety and Health
(42 CFR Part 86).

Background and Objectives

In 1971, the Institute established training grant programs to assist public or pri-
vate nonprofit educational institutions in establishing, strengthening or expanding
graduate, undergraduate or special training of persons in the field of occupational
safety and health in order to provide an adequate supply of qualified personnel to
carry out the purposes of the Act. (Catalog of Federal Domestic Assistance 13.263).
Past and current training project grants have provided support for primarily, single
discipline and single level occupational safety and health training programs, e.g., in
occupational medicine, occupational health nursing, industrial hygiene, safety engi-
neering, etc., at either the graduate, undergraduate or technical and paraprofes-
sional level. The multidisciplinary scope of occupational health and safety has been
recognized by many to be diverse and complex. It has also been realized that special
problems arise at the workplace from which new concepts develop that do not fall
within any single, traditional discipline. Yet, within this framework, increased num-
bers of people must be educated to achieve effective prevention of the many occupa-
tional health and safety hazards that occur at the workplace.

The objective of this competition is to provide a mechanism for combining and ex-
panding existing activities and arranging for coordinated multi-discipline and multi-
level training and continuing education in occupational safety and health under a
single grant servicing a geographic region. The program is intended to afford oppor-
tunity for full- and part-time academic career training, for cross training of occupa-
tional safety and health practitioners, for mid-career training in the field of Occupa-
tional Health and Safety, and access to many different and relevant courses for stu-
dents pursuing various degrees. Further, the combination of these should result in
cross-fertilization among the various disciplines and levels of occupational safety
and health practice.

It is anticipated that Centers will form from bases of ongoing educational, re-
search and training activities in occupational safety and health. It is not intended
to generate these activities de novo as this would not net the objectives of this pro-

gram.
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Eligibility Requirements

An eligible applicant is any public or private nonprofit educational or training
agency or institution located in a State: provided that no agency or institution is
eligible for assistance for a separate training project grant in any project period in
which it receives an educational resource center grant. However, this will not pre-
clude an existing training grant from being incorporated into an educational re-
source center grant award.

A Center may be comprised within one educational institution or agency or within
an association of two or more institutions or agencies. Educational and administra-
tive justification for any joint arrangement must, however, be fully documented in
the application. If such proposals are made, each institution, proposing to partici-
pate in a joint arrangement must also participate in the application by delineating
the educational and training activities that in totality constitute the Educational
Resource Center and which, through interaction and proximity, will improve the
probability of the success of the total program, as indicated in the guidelines below.
Current Public Health Service policy covering consortia and collaborative arrange-
ments must be complied with. A proposal for a Center which is in effect a collation
of unrelated training activities will not be considered responsive.

Characteristics of an Educational Resource Center

An Occupational Safety and Health Educational Resource Center should be an
identifiable organizational unit within the sponsoring organization and shall have
the following characteristics:

—Cooperative arrangements between a medical school (with anestablished pro-
gram in preventive or occupational medicine); school of nursing and school of
public health or its equivalent, and school of engineering or its equivalent.
Other schools or departments with relevant disciplines and resources may be
expected to be represented and contribute as appropriate to the conduct of the
total program, e.g., toxicology, biostatistics, environmental health, law, business
administration, education, etc.

—A Director who possesses a demonstrated capacity for sustained productivity
and leadership in occupational health and safety training, He shall oversee the
general operation of the Center Program and shall, to the extent possible, di-
rectly participate in training activities.

—A full-time professional staff representing various disciplines and qualifications
relevant to occupational safety and health to be capable of planning, estab-
lci:shing, and carrying out or administering training projects undertaken by the

enter.

—Training and research expertise, appropriate facilities and ongoing training and
research activities in occupational safety and health areas.

—A program for conducting education and training of occupational physicians, oc-
cupational health nurses, industrial hygienists/engineers and safety personnel.
There shall be full-time students in each of these core disciplines, with a goal
of a minimum of 30 full-time students. Training may also be conducted in other
occupational safety and health career categories, e.g., industrial toxicology, bio-
statistics and epidemiology, ergonomics, etc. Training programs shall include
appropriate field experience including experience with public health and safety
agencies and labor-management health and safety activities.

—Impact on the curriculum taught by relevant medical specialties, including radi-
ology, orthopedics, dermatology, internal medicine, neurology, perinatal medi-
cine, pathology, etc.

—A program to assist other institutions or agencies located within their region
including schools of medicine, nursing and engineering, among others, by pro-
viding curriculum materials and consultation for curriculum/course development
in occupational safety and health, and by providing training opportunities for
faculty members.

—A specific plan for preparing, distributing and conducting courses, seminars and
workshops to provide short-term and continuing education training courses for
physicians, nurses, industrial hygienists, safety engineers and other occupa-
tional safety and health professionals, paraprofessionals and technicians, in-
cluding personnel of labor-management health and safety committees, in the
geographical region in which the Center is located. The goal shall be that the
training be made available each year to a minimum of 200-250 trainees rep-
resenting all of the above categories of personnel, on an approximate propor-
tional basis with emphasis given to providing Occupational Safety and Health
training to physicians in family practice, as well as industrial practice, and in-
dustrial nurses. Where appropriate, it shall be professionally acceptable in that
Continuing Education Units (as approved, for example, by the American Med-



130

ical Association, American Nursing Association, etc.) may be awarded, These
courses should be structured so that either educational institutions, public
health and safety agencies, professional societies or other appropriate agencies
can utilize them to provide training at the local level to occupational health and
safety personnel working in the workplace. Further, the Center shall have a
specific plan and demonstrated capability for implementing such training di-
rectly and through other institutions or agencies in the region, including cooper-
ative efforts with labor unions and industry trade associations where appro-
priate, thus serving as a regional resource for addressing the problems of occu-
pational safety and health that are faced by State and local governments, labor
and management.

—Specific mechanisms to implement the cooperative arrangements, e.g., between
departments, schools/colleges, universities, etc., necessary to insure that the
comprehensive, multi- or core-disciplinary training and education that is in-
tended shall be engendered.

—A Board of Advisors or Consultants, with representation of the user and af-
fected population, including representation of employers and employees, of the
Center outreach and continuing education and training programs should be es-
tablished by the grantee institution to assist the Director of the Center in peri-
odic evaluation of the Center activities.

An application for a Center grant must address each of the above points. The na-
ture and organization of the appropriate administrative teaching and support staffs
and necessary supplies, equipment, facilities, etc., should be clearly detailed in the
proposal and clearly related to the budget requested. This program cannot provide
funds for new construction or major alterations or renovations, thus facilities must
be available for the primary needs of the proposed Center activities.

Criteria for Review

The applications for Occupational Safety and Health Educational Resource Cen-
ters solicited in this announcement will be evaluated in national competition. The
revliegv is expected to involve a site visit. The reviewing applications criteria utilized
include:

—The overall potential contribution of the project toward meeting the needs for
qualified personnel to carry out the purposes of the Occupational Safety and
Health Act of 1970, the expressed purpose of which is to “assure so far as pos-
sible every working man and woman in the Nation safe and healthful working
conditions and to preserve our human resources—by providing for training pro-
grams to increase the number and competence of personnel engaged in the field
of occupational safety and health.”

—The need for training in the areas outlined by the application, including pro-
jected enrollment, recruitment, regional needs both in quality and quantity,
similar programs, if any, within the geographic area.

—The extent to which arrangements for day-to-day management, allocation of
funds and cooperative arrangements are designed to effectively achieve Charac-
teristics of an Educational Resource Center, above.

—The extent to which curriculum content and design includes formalized training
objectives, minimal course content to achieve certificate or degree, course de-
scriptions, course sequence, related courses open to students, time devoted to
lecture, laboratory and field experience, the nature of the latter (primarily ap-
plicable to academic training).

—Previous record of training in this or related areas, including placement of grad-
uates.

—Methods proposed to evaluate effectiveness of training.

—The competence, experience and training of the Center Director and of other
pri)feflsional staff in relation to the type and scope of training and education in-
volved.

—Institutional commitment to Center goals.

— Academic and physical environment in which the training will be conducted,
including access to appropriate occupational settings.

— Appropriateness of the budget required to support each component of the pro-
gram.

Operational Aspects

Although the mechanism for support for the Center will be a training grant, it
will differ from other grants in its emphasis on priority of occupational safety and
health training in the medical and nursing disciplines and in conducting an out-
reach program in curriculum development and continuing education projects de-
signed to increase admissions to and enrollment in occupational safety and health
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training of persons who, by virtue of their background and interest or position, are
likely to engage or participate in the delivery of occupational health and safety serv-
ices.

While it is expected that each Center will plan, develop, direct and execute its
own program, it must also be responsive to the identified needs of the National In-
stitute for Occupational Safety and Health, both in content and direction. The
award of a Center grant will establish a special collaborative relationship between
the National Institute for Occupational Safety and Health and the grantee institu-
tion. NIOSH staff, with consultation and assistance from representatives of the
kinds of user groups of the Center program (e.g., academic labor, management and
public health and safety agencies) will provide initial and continuing review and
evaluation of the Center programs.

From 2005 to 2010, the number of trained occupational safety and health (OSH)
professionals has steadily increased. There were 1,191 graduates during the past 5
academic years (from 2005-06 to 2009-10). Of these 1,191 ERC graduates 978 (82
percent) entered careers in OSH or entered more advanced degree programs in
OSH. This is due to the increase in awareness of OSH and the comprehensive cur-
riculum which provides a variety of continuing education opportunities for OSH pro-
fessionals. Of the 287 ERC graduates in 2009-2010, 234 (82 percent) entered ca-
reers in OSH or entered more advanced degree programs in OSH.

Within the context of a budget that requires tough choices, we put forth a pro-
posal to discontinue Federal funding for the ERCs. We recognize the vital role of
occupational safety and health professional training. This proposal is one of many
difficult reductions we proposed as part of the fiscal year 2012 budget.

FUNDING FOR THE NATIONAL INSTITUTE FOR OCCUPATIONAL SAFETY AND HEALTH’S
AGRICULTURE, FISHING AND FORESTRY PROGRAM

Question. The Administration’s fiscal year 2012 budget request also zeroed out all
funding for the National Institute for Occupational Safety and Health’s (NIOSH)
Agriculture, Fishing and Forestry Program.

How does the rate of occupational injury and illness and fatalities in agriculture,
fishing and forestry (AgFF) compare with injury rates in general industry.

Did the 2007 National Academy (NA) review of NIOSH’s Agriculture, Forestry
and Fishing research program recommend elimination of the AgFF program?

Did the NA review recommend relocating AgFF research activities to the Depart-
ment of Labor or USDA?

Answer. The fatality rate in the Agriculture, Forestry, and Fishing industry is
more than seven times higher than that of general industry. Although the data from
2009 are still provisional, based on the Bureau of Labor Statistics (BLS), Census
of Fatal Occupational Injuries, workers in the Agriculture, Forestry, and Fishing in-
dustry had an average fatality rate of 28.1 per 100,000 full-time equivalent workers
from 2006-2009 while general industry had an average rate of 3.8 per 100,000 full-
time equivalent workers during the same time period. The rate of nonfatal occupa-
tional injuries and illnesses in the Agriculture, Forestry, and Fishing industry is
slightly higher at a rate of 5.6 per 100,000 full-time equivalent workers than that
of general private industry at a rate of 4.1 per 100,000 full-time equivalent workers
from 2005-2009.

While the 2007 National Academy (NA) review of NIOSH’s Agricultural, Forestry
and Fishing research program raised some questions about the impact of this re-
search on workplace injury and illness, it did not recommend elimination of the
AgFF program.

The NA review did not recommend relocating AgFF research activities to the De-
partment of Labor or USDA. Instead, NA recommended that the AgFF program con-
tinue to partner with appropriate Federal and State agencies and establish addi-
tional interagency partnerships to increase the capacity for carrying out research
and transfer activities.

QUESTIONS SUBMITTED BY SENATOR MARY L. LANDRIEU
CHILD WELFARE FINANCE REFORM

Question. Could you explain the Administration’s vision for foster care reform, and
why the need for reform is so urgent?

Answer. The President’s budget proposes $2.5 billion over 10 years to align finan-
cial incentives with improved outcomes for children in foster care and those who are
receiving in-home services or post-permanency services from the child welfare sys-
tem, in order to prevent entry or re-entry into foster care. We envision States that
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receive performance-based funding to be able to support activities that can improve
outcomes for children who have been abused or neglected or at risk of maltreatment.
We believe our proposal will keep the focus on moving child welfare in the right
direction, particularly during these difficult budget times in States. The proposal
incentivizes all States to improve outcomes by allowing them to earn additional
funds that can be invested in activities that can drive further progress for the chil-
dren and families served.

We look forward to working with Congress on developing specific details, guided

by the principles outlined in our fiscal year 2012 budget:

—Creating financial incentives to improve child outcomes in key areas, by reduc-
ing the length of stay in foster care, increasing permanency through reunifica-
tion, adoption, and guardianship, decreasing rates of maltreatment recurrence
and any maltreatment while in foster care, and reducing rates of re-entry into
foster care;

—Improving the well-being of children and youth in the foster care system,
transitioning to permanent homes, or transitioning to adulthood;

—Reducing costly and unnecessary administrative requirements, while retaining
the focus on children in need;

—Using the best research currently available on child welfare policies and inter-
ventions to help the States achieve further declines in the numbers of children
who need to enter or remain in foster care, to better reach families with more
complex needs, and to improve outcomes for children who are abused, neglected,
or at risk of abuse or neglect; and

—Expanding our knowledge base by allowing States to test innovative strategies
that improve outcomes for children and reward States for efficient use of Fed-
eral and State resources.

CHAFEE FOSTER CARE INDEPENDENCE PROGRAM

Question. Can you explain why, in light of the rising number of foster youth who
‘(‘j’ahgef ogt” of care, the Administration has not proposed to increase funding for

afee?

Answer. In an environment of limited resources, we have chosen to provide addi-
tional funds to align financial incentives with improved outcomes for children in fos-
ter care and those who are receiving in-home services or post-permanency services
from child welfare system, in order to prevent entry or re-entry into foster care.
States may use these funds to provide services to youth who are in foster care before
they age out as well as provide post-permanency services to those who age-out of
the foster care system. We believe our proposal will keep the focus on moving child
\évelfare in the right direction, particularly during these difficult budget times in

tates.

Question. If Congress does not meet the President’s budget request of $3.3 billion
for the Health Centers Program, what will be the impact on rural and urban under-
served populations? Can you also describe the economic impacts of not adequately
funding the Health Centers Program?

Answer. It will reduce to some extent the expansion of the Health Center Program
(and its associated economic impact) into new underserved rural and urban commu-
nities.

Question. Recognizing the vital role School Based Health Centers play in serving
as a safety net provider for our children and adolescents, why wasn’t funding for
the operations of School Based Health Centers included in the fiscal year 2012
budget request? For fiscal year 2013, do you see putting School Based Health Cen-
ters in the President’s budget as an approach that could be utilized to grant greater
access to care for our youth?

Answer. School-Based Health Centers may apply for operational support under
the Community Health Center program. For example, interested school-based
health centers could have applied for the Affordable Care Act New Access Point op-
portunity announced last August to support new healthcare service delivery sites,
if Health Center Program eligibility criteria were met. Previous operational funding
for health center sites serving school-aged populations and/or located in schools has
been awarded under the Community Health Center Program.

Question. HHS, as well as other Federal agencies, has found great success with
telehealth programs in the treatment of high-cost patients. As these programs ad-
vance, where do you see the best opportunities not only to maximize cost savings
but to provide patients with better care and improve clinical outcomes?

Answer. The Telehealth Network Grant Program (TNGP), grants have offered un-
derserved populations the opportunity to access a diverse variety of clinical services
to underserved people in rural areas which include: allergy, asthma control, cardi-
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ology, diabetes care and management, pain management, remote patient moni-
toring, and a variety of other services.

For the relatively more mature Telehealth Networks (TNGP-TH) provisions, one
clinical health outcome measure, diabetes case management, is being collected, as
well as several outcome measures related to improving access and program effi-
ciency. One of the responsibilities of OAT’s Regional Telehealth Resource Centers
(TRCs) is to track evidence-based telehealth practices in their regions, and share
that information through the technical assistance that they provide to HRSA grant-
ees, rural and other underserved communities. The TRCs share information about
cost savings, improved quality and increased access through telehealth applications
via their websites, webinars, conference calls, presentations at conferences, and one-
on-one consultations.

Question. What are the other areas within the Department of Health and Human
Ser\:iicgg where Federal support for telehealth technology can be initiated or ex-
panded?

Answer. HRSA’s formal telehealth authority is through ORHP’s OAT, as men-
tioned in the previous question. HRSA’s ORHP is not aware of other areas within
the Department of Health and Human Services where Federal support for tele-
health technology can be initiated or expanded.

Question. What areas within HHS, including the Centers for Medicare and Med-
icaid Services and the Center for Medicaid and Medicare Innovation could be used
to increase Federal support for telehealth?

Answer. CMS continually looks for ways to expand the use of telemedicine in our
programs to provide high quality healthcare services in the most efficient manner
possible. To that end, CMS annually considers requests from the public to add to
the list of telehealth services covered by Medicare Part B, and adds new telehealth
services as appropriate as part of the Medicare Physician Fee Schedule rulemaking
process. CMS also recently finalized new rules for telemedicine services to ensure
that patients in rural or remote areas will continue to receive access to high quality,
cutting-edge medical care through the use of telemedicine from many of their local
hospitals. The new finalized rules streamline the process that hospitals and critical
access hospitals (CAH) use for credentialing and granting privileges to physicians
and practitioners who deliver care through telemedicine. The new rule will also per-
mit hospitals to more easily partner with non-hospital telemedicine entities, such
as teleradiology facilities, to deliver specialty care via telemedicine.

QUESTIONS SUBMITTED BY SENATOR RICHARD J. DURBIN
THE EFFECT OF REDUCING NIH FUNDING TO 5 PERCENT BELOW FISCAL YEAR 2010

Question. In February the House passed an appropriations bill for fiscal year 2011
that proposed cutting the National Institutes of Health’s (NIH’s) budget by $1.6 bil-
lion or 5 percent compared to NIH’s fiscal year 2010 budget.

Please provide the NIH’s perspective on how such a cut would impact the NTH
and our Nation’s economic recovery?

Answer. A $1.6 billion decline from NIH’s fiscal year 2010 budget levels could
have adverse consequences for the research community and could delay current re-
search efforts. It could result in lost opportunities to develop more cost effective
diagnostics and treatments in areas such as developmental disorders, addiction,
mental illness, infectious disease, cancer, heart disease, and neuro-degeneration.

Specifically, in the area of translational research, more than 100 clinical trials
and studies for more precise tests and more effective treatments of common and
rare diseases affecting millions of Americans could be halted or curtailed. Medical
practices that could have been shown obsolete or needlessly expensive would not be
fully evaluated.

In the area of basic research, in just the last 2 years, advances in whole genome
sequencing, methods to grow stem cells not derived from human embryos, auto-
mated equipment that can perform thousands of experiments at the same time, and
previously untried drug design techniques have all become available for the first
time, providing unprecedented opportunities for research advances at relatively low
cost, many of which could be delayed by these budget cuts. Reductions in funding
the pipeline of basic research could slow the discovery of fundamental knowledge
about how we grow, age and become ill. Valuable research supporting the preven-
tion of a host of costly, debilitating chronic conditions could suffer setbacks. Some
projects could be difficult to pursue at reduced levels and could be cancelled; others
could require scope modifications that would dramatically alter the potential re-
search outcomes.
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Budget cuts could effect universities and the private-sector. Grantee personnel
budgets may be reduced. Training grants could be materially impacted and the pop-
ulation of qualified research trainees and advanced science instructors could dimin-
ish. Some universities, especially those with research programs in earlier stages of
development, may need to prioritize between training new physicians and scientists
and closing laboratories. In the private sector, high-tech and low-tech small-business
suppliers could face order cancellations. New equipment prototypes and laboratory
methods important to private-sector pharmaceutical and device research could delay
development, leaving fewer product options available for U.S. companies to offer as
exports in response to the expected rapid rise in health spending in China and the
developing world. Supplies of highly-trained technology workers in America could
further diminish.

Question. Approximately how many NIH-funded jobs could be lost as a result of
a 5 percent cut to the agency’s budget?

Answer. NIH estimates that 10,500 full-time-equivalent (FTE) positions could po-
tentially be lost as a result of a $1.6 billion cut to the agency’s budget. This estimate
is based on the average number of FTE per million dollars of funding reported by
recipients of research funds under the Recovery Act.

Question. Congenital Heart Disease (CHD) is one of the most prevalent birth de-
fects in the United States and a leading cause of birth defect-associated infant mor-
tality. Due to medical advancements more individuals with congenital heart defects
are living into adulthood, unfortunately our Nation has lacked a population-surveil-
lance system for adults with CHD. The healthcare reform law included a provision,
which I authored, that authorizes the CDC to track the epidemiology of congenital
heart disease, with an emphasis on adults with CHD and expanding surveillance.
If adequately funded, what could be the public health impact of this surveillance
system and how could it advance our understanding of the prevalence or CHD
across subgroups (including age and race/ethnicity).

Answer. Development of population-based surveillance for congenital heart dis-
ease across the lifespan would be a critical first step in generating information on
prevalence across different age groups, race/ethnicity and socioeconomic groups in
the population, as well as possible determinants of health disparities in
neurocognitive outcomes, disabilities, survival, and quality of life. This population-
based approach to identifying and following affected persons over time would have
a significant public health impact by:

—Estimating the true prevalence of CHD in the United States.—It is estimated
that about 1 million adults are living with CHD in the United States, and given
the improvements in treatment and decreasing mortality, this number con-
tinues to grow. However, this estimate is imprecise without population-based
surveillance systems to track adolescents and adults with CHD. Accurately de-
termining national prevalence estimates of CHD requires high-quality popu-
lation-based surveillance of a representative sample of affected individuals
using standardized surveillance methods.

—Estimating the healthcare costs associated with CHD.—All adults with CHD
have significantly higher rates of healthcare utilization than their peers. Fur-
thermore, if adults with CHD develop other chronic conditions, such as diabetes,
the interactive effect of the congenital anomaly with the other diseases remains
unknown. Currently, estimates of direct costs for adults are often specific to in-
patient admissions, and do not include hospitalizations in which CHD was not
the primary reason for admission nor costs associated with outpatient visits,
prescription medications, or other indirect costs for the affected individuals,
their families, and society. Therefore, information from a population-based sur-
veillance system would improve planning for the future utilization of healthcare
r:‘eisolurces and enhance our understanding of the economic costs of CHD among
adults.

—Identifying factors associated with adverse outcomes across the lifespan.—Per-
sons with CHD are at risk for adverse health outcomes such as
neurodevelopmental and cognitive outcomes and premature death, yet little is
known about risk factors for these outcomes and how they differ among sub-
populations. Identifying and following affected persons over time to track ad-
verse outcomes could help us understand factors such as health disparities that
might predispose to or ameliorate adverse outcomes, and characterize the
health services needs of this population.

—Providing reliable, evidence-based information to guide diagnosis, management,
and secondary prevention efforts.—Currently, many adults with CHD in the
United States receive inadequate care because of the lack of information to
guide the clinical management of a child with a congenital heart defect as he
or she ages into adulthood. Adults and their healthcare providers have become
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increasingly aware of the need for reliable, evidence-based information to guide
diagnosis, management, and secondary prevention efforts.

Collecting and analyzing data on outcomes over time could improve under-
standing of the long-term course of CHD, the factors that might influence such
course, and the health services needs across the lifespan. These data could also
help inform efforts to develop effective primary and secondary prevention strat-
egies directed at reducing the public health impact of CHD. The data could also
be used to develop and evaluate the effectiveness of interventions such as guide-
lines for routine preventable care for children, adolescents, and adults with
CHD designed to reduce poor outcomes and high cost of treating individuals
who otherwise do not seek or receive adequate care until in a medical crisis.

Question. Currently, when a person enrolls in Medicare, their Social Security
Number (SSN) is used the basis of their Medicare identification number. The Social
Security Inspector General has indicated that this creates a risk of identity theft
and fraud and has suggested that the SSN be removed from the Medicare card. How
do you think this risk to Medicare beneficiaries and the Federal program could be
reduced?

Answer. CMS is currently investigating the viability and costs of a range of op-
tions for removing the SSN from Medicare beneficiary cards. There are considerable
costs associated with changing the Medicare beneficiary identifier, not only for CMS
but also for our public and private sector partners. The SSN identifier in the health
insurance claim number (HICN) is the basis of eligibility for Medicare, and is inte-
grated in more than 50 CMS systems, as well as communications with our partners
in the Social Security Administration, State Medicaid departments, private Medi-
care health and drug plans, and over 2 million healthcare providers and suppliers.
The risks of disruptions in beneficiaries’ access to care are considerable.

I want to emphasize, however, that CMS shares your concerns about the impor-
tance of safeguarding and protecting Medicare beneficiaries from identity theft. We
have taken many important steps to minimize the display of SSNs or HICNs on
Medicare cards. We removed the SSN from various notices and publications sent to
beneficiaries, and from beneficiary reimbursement checks. We prohibited Part C and
D Plans from using the SSN or HICN as a beneficiary identifier. We have also taken
action to educate beneficiaries about steps they should take to prevent identity theft
and fraud, including posting information on the CMS website, and adding informa-
tion to the “Medicare & You” Handbook.

Question. On December 20, 2010 you sent a response letter entitled “Concern on
Hepatitis” to Members of Congress, which directed Assistant Secretary Dr. Howard
Koh to convene an interagency working group tasked with developing an HHS Ac-
tion Plan on Viral Hepatitis. Can a specific date be provided for when the Action
Plan will be released? Once the Action Plan is released how will HHS prioritize re-
sources and give direction to the various Departmental operating divisions to ensure
steps are taken to curtail the escalating costs associated with viral hepatitis and the
costly outcomes such as liver cancer and end-stage liver disease?

Answer. We anticipate that the HHS Action Plan for the Prevention and Treat-
ment of Viral Hepatitis will be released on May 12, 2011. The Action Plan will help
HHS improve its current efforts to prevent viral hepatitis by leveraging opportuni-
ties to improve coordination of viral hepatitis activities across HHS operating divi-
sions and by providing a framework for HHS to engage other governmental agencies
and nongovernmental organizations in viral hepatitis prevention and care. For ex-
ample, the Action Plan calls for the alignment of HHS guidelines for the diagnosis
of Hepatitis B and Hepatitis C infection. Such alignment will improve provider un-
derstanding, thus supporting screening efforts and promoting earlier diagnosis of
viral hepatitis. Identifying and disseminating best practices regarding prompt link-
age of persons testing positive for viral hepatitis into needed care and treatment
and developing effective medical management models for use in priority populations,
like injection drug users, will improve care outcomes and reduce the negative health
outcomes of chronic hepatitis. Finally, on the basis of available funding, the NIH
will expand existing clinical trial networks to expand studies of viral hepatitis treat-
ment. Improving treatment for hepatitis C and other causes of viral hepatitis will
eventually decrease the number of persons with chronic hepatitis, thus decreasing
the costly sequelae of end stage liver disease.
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QUESTIONS SUBMITTED BY SENATOR JACK REED
CDC STATE CANCER REGISTRIES (PEDIATRIC CANCER SURVEILLANCE)

Question. The fiscal year 2012 budget for the Centers for Disease Control and Pre-
vention (CDC) proposes to consolidate a variety of programs that address chronic
disease into a Coordinated Chronic Disease Prevention and Health Promotion Grant
Program. This program will mix core funding with competitive grants to States and
other entities. CDC’s cancer-related efforts are included in this new program.

As the author of the Conquer Childhood Cancer Act, which authorized investment
in childhood cancer surveillance efforts—among other provisions—I am particularly
concerned that the consolidation will take attention away from sub-populations. For
example, more timely and accurate data collection of pediatric cancer cases and
treatments can help researchers determine appropriate treatments and interven-
tions. I helped secure $3 million for this effort last year and it was welcome news
to the entire pediatric cancer community.

It appears that with the new approach, States will allocate funds to improving
outcomes among large populations where very small changes can make a big dif-
ference. While this will help them secure additional, competitive grant funding,
there are smaller populations that will likely receive less attention.

How will you ensure that States continue to apply the funds they receive to con-
tinue to build their pediatric cancer surveillance efforts?

Answer. The President’s fiscal year 2012 budget proposes to consolidate eight sep-
arate disease-specific budget lines—Heart Disease and Stroke, Diabetes, Cancer, Ar-
thritis and other Conditions, Nutrition, Health Promotion, Prevention Centers, and
non-HIV/AIDS adolescent and school health activities including Coordinated School
Health—into a single comprehensive grant program, the Coordinated Chronic Dis-
ease Prevention and Health Promotion Grant Program. This consolidation is in-
tended to provide integrated services to State and local health departments by maxi-
mizing the reach and impact of every dollar invested by CDC to prevent chronic dis-
eases and promote health in a variety of environments, including schools, and to a
variety of sub-populations, including children.

The National Program of Cancer Registries (NPCR) is essential to CDC’s efforts
to prevent and control cancer. Representing 96 percent of the population, data from
NPCR are vital to understanding the Nation’s cancer burden and are fundamental
to cancer prevention and control efforts at the national, State, and local level. Infor-
mation about cancer cases and cancer deaths is necessary for health agencies to re-
port on cancer trends, identify populations with the highest cancer burden in order
to target interventions, assess the impact of cancer prevention and control efforts,
participate in research, especially on small and disparate populations, such as
American Indians/Native Alaskans, and respond to reports of suspected increases in
cancer occurrence. NPCR is the main source of data on rare cancers—including
some pediatric cancers—which can be difficult to study in regional registries. CDC
remains committed to conducting public health surveillance, monitoring, and track-
ing trends in chronic disease risk factors, incidence, and mortality while enhancing
access and utilization of population-based surveillance data at the State and local
level.

Pediatric cancer is an important public health issue, and has far reaching social,
emotional, and physical impacts on children and their families. CDC has imple-
mented a range of key activities related to the Caroline Pryce Walker Conquer
Childhood Cancer Act. To date, CDC has:

—Hosted an expert panel to identify gaps in pediatric cancer research and surveil-
lance. This panel helped inform CDC’s decision to build cancer registry infra-
structure in ways that facilitate pediatric cancer research, enhance registry ca-
pacity and reporting speeds, and create new data linkages for research use.

—Secured contractor support to simplify and streamline the process for seeking
multiple State institutional review board (IRB) approval for conducting pedi-
atric cancer research. Work is being done to assess State level barriers to re-
search across multiple States requiring linkage to registries or patient contact,
and to identify optimal State policies for research.

—Developed a Funding Opportunity Announcement (FOA) to supplement 12 cen-
tral cancer registries through NPCR to support pediatric cancer surveillance, in-
cluding early case capture. Funded cancer registries will identify, recruit, and
train all potential sources for reporting pediatric and young adult cancer cases,
and develop procedures and mechanism to implement early case capture. This
FOA will be released in summer 2011.
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CDC ENVIRONMENTAL HEALTH (HEALTHY HOMES/LEAD POISONING PREVENTION)

Question. The President’s budget proposes to consolidate and reduce by 50 percent
the funding for CDC’s Healthy Homes/Lead Poisoning Prevention. I am particularly
concerned that the budget proposes reducing funding for a program—designed to en-
sure safe housing—that is extremely cost effective particularly for New England.

In Rhode Island, 70 percent of the State’s housing stock was build prior to 1978,
when the use of lead paint was prevalent and 10 percent are still in need of des-
perate repair. Over the past 10 years, Rhode Island has received $40 million for lead
poisoning prevention initiatives and, as a result, just 2.3 percent of children are
found to have elevated lead blood levels in 2007, which is down from 8.8 percent
in 1997.

Cuts to this program will fall squarely on the backs of low-income families and
communities of color since they are disproportionately impacted by environmental
health hazards. It will result in a decrease in blood lead screening rates and efforts
to eliminate lead hazards that still exist today. What are the long-term impacts that
reducing this funding will have on States, healthcare costs, lost school days for stu-
dents, and loss of productivity for parents?

Answer. The goal of the new CDC Healthy Environments consolidated program
is to maintain a multi-faceted approach through surveillance, partnerships, imple-
mentation and evaluation of science-based interventions to address the health im-
pact of environmental exposures in the home and to reduce the burden of asthma
through comprehensive control efforts. As the Healthy Environments program is im-
plemented, the number of funded recipients will decrease from 40 to 34 to imple-
ment Healthy Homes programs and only State health departments will be eligible
to apply for funding; this will help save significant overhead costs as fewer resources
will need to be devoted to grantee management when there are fewer individual
grantees. A healthy homes approach works to mitigate health hazards in homes
such as lead poisoning hazards, secondhand smoke, asthma triggers, radon, mold,
safe drinking water, and the absence of smoke and carbon monoxide detectors. Find-
ings indicate that multi-component, multi-trigger home-based environmental inter-
ventions are effective at improving overall quality of life, reducing healthcare costs
and improving productivity. By integrating the National Asthma Control Program
(NACP) and the Healthy Homes/Childhood Lead Poisoning Prevention Program,
CDC’s aim is to establish and maintain a more coordinated approach to this multi-
faceted public health challenge.

Question. Can you please explain the impact on Rhode Island, and the country,
if discretionary funding were to be reduced from its current 2010 level, in terms of
patients served, patient health status, and the economy as a whole?

Answer. Reductions in the annual health center appropriation level will impact
the ability of the Health Center Program to meet projected patient targets nation-
ally and in Rhode Island. Depending on the size of the reduction, it may limit or
eliminate the Program’s ability to expand the program and/or sustain current pro-
gram investments and achievements.

QUESTIONS SUBMITTED BY SENATOR MARK PRYOR

Question. 1 understand that the Health Resources and Services Administration
funding is proposed to be reduced in the Administration’s fiscal year 2012 budget
proposal. Further, the Administration is proposing to eliminate the Public Health
Improvements account based on the fact that this account is entirely earmarked.

What Federal funding streams are available for hospitals to apply for facilities
and equipment grants?

Answer. The Health Resources and Services Administration’s (HRSA) Office of
Rural Health Policy (ORHP) published a manual last year, targeted to critical ac-
cess hospitals, outlining the various steps involved in planning, financing and car-
rying out construction projects. HRSA also facilitates the funding of equipment for
rural hospitals to provide or receive clinical services at a distance through the Tele-
health Network Grant Program (TNGP) administered by HRSA/ORHP’s Office for
the Advancement of Telehealth (OAT). The TNGP supports not-for-profit organiza-
tions and offers up to $250,000 per year in funding to demonstrate how telehealth
programs and networks can improve access to quality healthcare services in under-
served rural and urban communities. By statute, the TNGP limits equipment ex-
penditures to 40 percent of each grant award. We anticipate that a TNGP funding
opportunity announcement will be released in fiscal year 2012, subject to appropria-
tions. Although the TNGP funds equipment, its focus is the funding of telehealth
networks that provide clinical services to underserved populations and the evalua-
tion of telehealth technology’s effectiveness.
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Question. Are any of these funding sources targeted at rural hospitals?

Answer. Rural Hospitals are eligible to apply for the USDA funding and TNGP
funding. The Telehealth Network Grant Program (TNGP), administered by the
Health Resources and Services Administration (HRSA)/Office of Rural Health Pol-
icy’s (ORHP) Office for the Advancement of Telehealth (OAT) is a primary conduit
for demonstrating how telehealth programs and networks can improve access to
quality healthcare services in underserved rural and urban communities. TNGP
grants demonstrate how telehealth networks improve healthcare services to: (a) ex-
pand access to, coordinate, and improve the quality of healthcare services; (b) im-
prove and expand the training of healthcare providers; and/or (¢) expand and im-
prove the quality of health information available to healthcare providers, patients,
and their families.

Question. The fiscal year 2012 budget request for LIHEAP totals $2.569 billion.
This is down from an fiscal year 2011 request of $5.3 billion and an fiscal year 2010
enacted level of $5.1 billion.

While I understand the budget constraints that we are facing right now, I am con-
cerned about families losing this assistance. What resources are out there to assist
families with energy costs in lieu of LIHEAP assistance?

I know there are several formulas used to calculate how funding is distributed.
In Arkansas, we are put at a disadvantage in the summer months because most of
the funding is spent on heating during the winter and little is left over for cooling
during the summer. Residents in southern States rely on LIHEAP for cooling as
well as heating. How can the LIHEAP funding be adjusted so that southern States
can better help their citizens during the hot summer weather?

Answer. Several other ACF programs, including TANF and the Social Services
and Community Services Block Grants, provide assistance to low income people
which may be used for home energy costs. Outside of HHS, assistance for home
weatherization is provided by the Department of Energy. The fiscal year 2012 Presi-
dent’s budget requested $320 million for this purpose, an increase of 52 percent
above fiscal year 2010. States also provide substantial home energy assistance, $2.6
billion in fiscal year 2009, primarily from rate assistance from publically regulated
utilities and State/local home energy assistance funds.

LIHEAP block funds are distributed to States by statutory formula. States deter-
mine how to distribute their allocation between heating and cooling assistance. Prior
to 1984, funds were allocated to States based largely on their numbers of low income
people and the National Weather Service’s standard measure for the need for heat.
In 1984, Congress enacted the new formula to adjust State allocations to reflect
total home energy costs (heating and cooling) by low income households. This for-
mula takes effect when the appropriation for the formula grant exceeds $1.975 bil-
lion. Since fiscal year 2009, LIHEAP appropriation language has capped the amount
of funding distributed by the new formula at $840 million.

Question. Frequently, I hear concerns about the availability of healthcare pro-
viders in rural areas. Many of the rural areas in Arkansas have an aging commu-
nity of healthcare providers, and the citizens of those communities are worried
about preserving access to care. Can you discuss priorities you are working on to
ensur;e we have enough healthcare providers to deliver quality healthcare in rural
areas?

Answer. The President’s budget included funding to support rural healthcare that
focus on improving recruitment and retention of healthcare providers in rural areas.
The Health Resources and Services Administration’s (HRSA) National Health Serv-
ice Corps (NHSC) serves as a key resource in this area as 60 percent of the place-
ments for NHSC practice in rural areas. In addition, HRSA’s Office of Rural Health
Policy is funding the Rural Training Track (RTT) Technical Assistance Center grant
to support the existing rural training tracks around the country and to assist com-
munities in developing new RTT programs. HRSA also supports the work of the Na-
tional Rural Recruitment and Retention Network, a 50 State consortium of clinician
recruiters who work to match doctors, nurses and dentists with an interest in rural
practice with rural communities in need of a practitioner. Last year, the Rural Re-
cruitment and Retention Network supported the placement of more than 1,030 clini-
cians in rural areas.

Question. State-based health insurance exchanges will be created to make afford-
able, quality insurance options available to every American. Debates have been tak-
ing place in some States about whether or not States should move forward in setting
up exchanges that will be run by State governments before the Supreme Court rules
on the constitutionality of the individual mandate. Can you briefly describe the op-
portunities States have to establish exchanges and what the role could be for either
Stalt{e?governments or the Federal Government depending on what decisions States
make?
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Answer. To receive a multi-year Establishment grant, States must commit to es-
tablishing an Exchange. Recognizing that not all States are far enough along to
make this determination, grants for up to 1 year of funding will not require a State
to commit to operating its own Exchange. By statute, Territories must commit to
?sta(liblishing, and ultimately establish, an Exchange to receive any Exchange grant
unding.

Through both the Planning and Establishment grants, States are held to achiev-
ing milestones for important Exchange implementation activities such as insurance
market research, stakeholder consultation, and assessment of current State eligi-
bility and enrollment systems. If a State ultimately chooses not to implement its
own Exchange, or HHS determines a State is not ready to operate an Exchange by
2014, HHS may benefit from this work when it establishes a federally operated Ex-
change in that State.

QUESTIONS SUBMITTED BY SENATOR RICHARD C. SHELBY
CLASS ACT

Question. The CLASS Act attempts to address an important public policy con-
cern—the need for non-institutional long-term care—but it is viewed by many ex-
perts as financially unsound. The President’s fiscal commission recommended re-
form or repeal of the CLASS Act. You stated to health advocacy groups that, “it
would be irresponsible to ignore the concerns about the CLASS program’s long-term
sustainability in its current form.” The President’s budget proposal includes a re-
quest of $120 million for the CLASS Act, which would be the first discretionary ap-
propriation for the program. If you are unable to certify that it will be sustainable
absent a massive taxpayer infusion of funds, why would Congress want to appro-
priate the requested $120 million in taxpayer funds for a program that experts
project will fail?

Answer. We share your view that the CLASS Act addresses an important public
policy concern. About 14 million people spend more than $230 billion a year on long-
term services and supports to assist them with daily living. Four times that many
rely solely on unpaid care provided by family and friends. Despite public
misperception that Medicare and Medicaid will cover their long-term care costs,
Medicare is only available for time-limited coverage of very specific types of skilled
nursing facility services and while Medicaid is the largest public payer of these serv-
ices, it is only available for people with few financial resources, such as those who
were forced to spend their retirement on long-term care and have no place left to
turn. The CLASS program represents a significant new opportunity for all Ameri-
cans who work to prepare themselves financially to remain as independent as pos-
sible under a variety of future health circumstances.

The Affordable Care Act requires HHS to develop an actuarially sound benefit
plan that is fiscally sustainable. The discretionary request will finance the start up
costs associated with establishing the CLASS program. All programs have start up
costs, and this one is no different. This funding will be used to establish a solid ben-
efit plan, develop an IT system to help consumers enroll, and implement an infor-
mation and education plan to ensure participation and fiscal sustainability. This
bridge will enable the program to begin enrolling individuals and collecting pre-
miums, which will then be used for benefits once participants are vested and have
an eligible claim.

I appreciate your consideration of this request, recognizing that HHS is still in
the process of developing the actuarially sound benefit plan. We will not implement
a program unless it is solvent and sustainable, as required by the statute. Prior to
collecting any premiums, HHS will publish a notice of proposed rulemaking and
present three actuarially sound benefit plans, as required by statute, to the CLASS
Independence Advisory Council. These transparent processes will help HHS ensure
the CLASS program starts with every expectation of sustainability; thus, the $120
million request will help the program with its critical startup activities, such as en-
suring a significant education and outreach effort for broad enrollment.

Question. What will prevent from the Department from subsidizing this alleged
self-sustaining program with taxpayer funds once it is implemented and then fails?

Answer. The law clearly states that the program must be able to pay for benefits
with the premiums it takes in and that no taxpayer dollars may be used to pay for
CLASS benefits. Section 3208(b) of the CLASS Act prevents HHS from using tax-
payer funds to pay benefits. Specifically, the Act states “No Taxpayer Funds Used
To Pay Benefits—No taxpayer funds shall be used for payment of benefits under the
CLASS Independent Benefit Plan. For purposes of this subsection, the term ‘tax-
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payer funds’ means any Federal funds from a source other than premiums deposited
by CLASS program participants in the CLASS Independence Fund and any associ-
ated interest earnings.”

Question. The budget proposal for the CLASS Act includes $93.5 million in new
Federal spending for “information and education” to ensure that an adequate num-
ber of individuals will enroll in the program. While I do not agree with Congress
appropriating $120 million for an insolvent program, it makes even less sense to
spend $93.5 million of that funding to promote a program that we know as currently
structured will fail. How do you justify spending such a large sum of money on pro-
motion efforts given you will be a promoting a program that is not yet defined?

Answer. This $93.5 million will be used to educate Americans about the immense
costs of long-term care and their ability to financially prepare for these costs. While
a direct objective of this effort will be to expand the risk pool of individuals volun-
tarily enrolling in the CLASS program, we expect it to also help Americans begin
other private preparations for these costs and ultimately reduce demands on State
and Federal budgets. By October 1, 2012, HHS is required by statute to designate
an actuarially solvent benefit plan that is solvent throughout a 75-year period.
These funds will be used to promote this benefit plan, which will have been made
available for comment before final designation.

Question. Given the significant actuarial concerns raised about the solvency of the
CLASS program, will you agree that all education and outreach materials about the
CLASS program will be vetted by independent actuaries who can attest to their
completeness and accuracy? I am concerned because it is my understanding that the
Medicare actuary did not sign off on the 2010 Medicare mailer that stated, “keep
Medicare strong and solvent.” Clearly, that statement was not entirely accurate and
CMS spent $18 million to distribute these false claims.

Answer. HHS is required to designate an actuarially sound benefit plan that is
solvent throughout a 75-year period. By law, the methods and assumptions used to
determine the actuarial status of the CLASS Independence Fund will be reviewed
and certified by the Chief Actuary of the Centers for Medicare & Medicaid Services
and the financial solvency of the program will be documented in an annual report
to Congress. The education and outreach materials will be consistent with these re-
views.

Question. Modeling suggests that if you have a 2-3 percent participation rate the
program is not sustainable. Absent massive media campaigns, how do you know
that there will be greater participation? How do you know the market will receive
this concept?

Answer. Broad participation is necessary to mitigate adverse selection and ensure
the solvency and sustainability of the CLASS program. The proposed $93.5 million
information and education effort will help inform eligible Americans about enrolling
in the program. In addition, HHS will focus on recruiting employers to participate
in the program, further improving enrollment. We also intend to conduct research
to determine the best ways to communicate with consumers about the program and
their options, and we will discuss the findings from this research with the CLASS
Independence Advisory Council to help inform our estimates of participation in the
program.

Question. On March 22, the Wall Street Journal highlighted the problems with
the Social Security Disability Insurance system, including the inconsistent stand-
ards used by State offices that adjudicate claims. As an example, the article pointed
to one administrative law judge in Puerto Rico that approved 98 percent of the So-
cial Security disability claims he heard during fiscal year 2010. I am concerned that
the inconsistent standards across States in the Social Security Disability Insurance
system could apply to the CLASS Act. Secretary Sebelius, will the CLASS Act re-
quire a new State-based system to process claims and if so, how will you ensure
standards remain consistent across States?

Answer. Section 3205 of the statute precludes use by the CLASS program of the
State determination system for Social Security disability claims. At this time, we
are considering how to implement the eligibility assessment process through which
participants will claim benefits. Considering the voluntary, self-funded nature of
this national program, we believe the eligibility assessment system should be con-
sistent across the Nation. Thus, one possible approach that we are considering is
contracting with a neutral third-party administrator, like the type servicing private
long-term care insurance carriers, to ensure standardization of assessments con-
sistent with the CLASS Act and its regulations.
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PREVENTION AND PUBLIC HEALTH FUND

Question. If the Prevention and Public Health Fund is repealed, how will agencies
fund the programs you have moved?

Answer. The Administration strongly opposes legislation that attempts to erode
the important provisions of the Affordable Health Care that are making healthcare
more accessible and affordable for all Americans. The Prevention and Public Health
Fund is central to reducing the burden of chronic disease and reducing the
healthcare costs associated with treating these diseases. Repeal of the Prevention
and Public Health Fund would affect current year plans and have a direct pro-
grammatic impact. The Prevention Fund is central to reducing the burden of chronic
disease and reducing the healthcare costs associated with treating these diseases.
HHS has not replaced the entire base of program funding with Prevention and Pub-
lic Health resources. Rather, the fiscal year 2011 allocation primarily builds on the
prevention activities underway at HHS.

Question. The Affordable Care Act gives the Committee on Appropriations trans-
fer authority for the mandatory funding provided through the Prevention and Public
Health Fund. In fiscal year 2010, the Prevention Fund transferred $500 million to-
ward prevention efforts, and in fiscal year 2011 $750 million should be transferred.
Each fiscal year 2011 continuing resolution that has passed has included the trans-
fer of these funds. Clearly it is the intent of the Committees on Appropriations to
direct the transfer of this funding. Yet, you announced a spending plan for these
funds on February 9, 2011, without the enactment of a full year appropriations bill.
This means those dollars will be obligated without any congressional input or over-
sight. Is it the Department’s intention to obligate these funds without Congressional
transfer authority?

Answer. The Affordable Care Act in section 4002 gives the Committee on Appro-
priations transfer authority for the mandatory funding provided through the Pre-
vention and Public Health Fund. If Congress had directed the transfer of fiscal year
2011 Prevention and Public Health Fund resources, the Department would have fol-
lowed the transfer provided in law. The full-year appropriations bill for fiscal year
2011, however, did not direct the transfer of these funds, and section 4002 of the
Affordable Care Act gives the Secretary authority to transfer resources from the ap-
propriated amount within HHS.

Question. OMB claims that the “Education Research Centers overlap activities of-
fered by the Department of Labor’s Occupational Safety and Health Bureau.” How-
ever, the mandate of the two agencies is different. The National Institute for Occu-
pational Safety and Health is mandated to conduct research and provide profes-
sional training in occupational safety and health, while OSHA is mandated to regu-
late occupational safety and health conditions in the workplace and provide worker
training. Therefore, Madam Secretary, where is the overlap?

Answer. OSHA’s Outreach Training Program (OTP), OSHA Training Institute
(OTI) Education Center, and Resource Center Loan Program all focus on employee
training. OTP provides employee training in basic occupational safety and health
courses in construction or general industry safety and health hazard recognition and
prevention while the Resource Center Loan Program offers a collection of training
videos to help increase employee knowledge of workplace safety. The OSHA Train-
ing Institute (OTI) Education Center program was initiated as an extension of the
OSHA Training Institute, which is the primary training provider of the Occupa-
tional Safety and Health Administration. OTI targets Federal and State compliance
officers and State consultants, other Federal agency personnel, and the private sec-
tor. While these programs focus on employee training, the ERCs support profes-
sional training and provide academic programs and research training in the core
areas of industrial hygiene, occupational health nursing, occupational medicine, and
occupational safety.

Question. The OMB justification for elimination of Education Research Center’s
is that the original programmatic plan was to provide funding for institutions to de-
velop and expand existing occupational health and safety training programs and
that this goal has been met. However, the statutory goal of the Education Research
Centers is “to provide an adequate supply” of qualified occupational safety and
health professionals. Has this goal been met? Before you answer, Madam Secretary,
I would like to point out that according to the Bureau of Labor Statistics, employ-
ment of occupational health and safety specialist and technicians is expected to in-
crease 11 percent during the timeframe of 2008—2018.

Answer. No. The establishment of a set of high quality training programs was the
necessary first phase of the original long-range plan. The subsequent and critical
steps for providing an adequate supply of qualified safety and health practitioners
and researchers require ongoing resources to provide trainee support (for example,
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stipends, tuition and fee reimbursement, and research supplies), and to maintain
the training program infrastructure, which includes a high-quality faculty and train-
ing environment. Within the context of a budget that requires tough choices, we put
forth a proposal to discontinue Federal funding for the ERCs. We recognize the vital
role of occupational safety and health professional training. This proposal is one of
many difficult reductions we proposed as part of the fiscal year 2012 budget.

Question. In the fiscal year 2012 budget request, the President eliminates funding
for the Children’s Hospitals Graduate Medical Education program. In explaining the
elimination, the Administration said it “prefers to focus on targeted investments to
increase the primary care workforce.” Although they represent 1 percent of all hos-
pitals, children’s hospitals train more than 40 percent of general pediatricians. Since
the inception of the program, children’s hospitals have increased their training by
35 percent, helped address workforce shortages, and improved access to care. When
there is a need for an expanded physician workforce nationwide, why are you sup-
gorti{;lg the elimination of a program that trains the primary care workforce for chil-

ren?

Answer. Within the context of a budget that requires tough choices, we put forth
a proposal to discontinue these general subsidies. This proposal is one of many dif-
ficult reductions we would not have put forth under different fiscal circumstances.
We recognize the vital role that children’s hospitals and pediatric providers play in
providing quality healthcare to our Nation’s children.

Children’s hospitals would continue to be able to compete for funding through the
competitive grant programs for which they are eligible. For example, six children’s
hospitals received over $16 million in fiscal year 2010 from the Primary Care Resi-
dency Expansion program funded by the Affordable Care Act. Pediatric residencies
can also be supported through the new Teaching Health Center Graduate Medical
Education Program created by the Affordable Care Act, which supports primary care
medical residents in community-based ambulatory care settings.

QUESTIONS SUBMITTED BY SENATOR THAD COCHRAN

Question. The President’s fiscal year 2012 budget for the Department of Health
and Human Services proposes the elimination of the Delta Health Alliance at the
Health Resources and Services Administration and also proposes the elimination of
the Delta Chronic Disease Assessment and the Centers for Disease Control and Pre-
vention. Mississippi has the highest obesity rate in the nation. What are your plans
to address the health problems in the Mississippi Delta region?

Answer. The Health Resources and Services Administration (HRSA) currently
supports 21 Health Centers in Mississippi and they focus on providing access to
quality healthcare for underserved populations. In addition, HRSA’s Office of Rural
Health Policy (ORHP) has several grant programs which are available to address
health disparities in the Mississippi Delta Region.

MISSISSIPPI STATE DEPARTMENT OF HEALTH FUNDING

Question. The President’s budget proposes the elimination of the Preventive
Health and Health Services Block Grant and proposes a new consolidated chronic
disease grant program at the Centers for Disease Control and Prevention. The budg-
et justification says this new grant program will not be a formula grant structure,
but rather it will be competitive. Rural areas and States without capacity will be
disproportionately affected by competitions. I am concerned that the new chronic
disease grant program will create a scenario where the rich get richer and the poor
get poorer. What are your plans to ensure that State health departments have the
capacity to compete for funds at the Centers for Disease Control?

Answer. Chronic diseases—such as heart disease, stroke, cancer, diabetes, and ar-
thritis—are among the most common, costly, and preventable of all health problems
in the United States. Historically, CDC has funded categorical programs in State
health departments to address these diseases as well as their common risk factors
of obesity, poor nutrition and/or inadequate physical activity. Under the current
structure, not all States are funded for these programs.

Because of the inter-relatedness of many common chronic diseases and their risk
factors, the Coordinated Chronic Disease Prevention and Health Promotion Grant
Program will support essential public health functions at the State level including
epidemiology, evaluation, policy, communications and program management. Such
an approach will strengthen State based coordination and therefore improve pro-
gram efficiencies, provide leadership and support for cross-cutting activities and en-
hance the effectiveness of chronic disease prevention and risk factor reduction ef-
forts across the included categorical programs.
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State health departments are eligible to receive funding through the Coordinated
Chronic Disease Prevention Program. State health departments are required to de-
liver programming that reaches across the State and reduces specific disparities
within the State, including rural areas. In addition, recognizing the importance of
supporting all States, including rural areas, $115 million of the $528 million avail-
able is intended to support all State health departments, territories, and some
Tribes to establish or strengthen leadership, expertise, coordination of chronic dis-
ease prevention programming, surveillance and evaluation. In addition, health de-
partments will be eligible to apply for competitive awards to strengthen coordination
of chronic disease prevention programs and implement evidence-based prevention
strategies. These competitive grants to State health departments, territories, some
tribes and other entities will support activities addressing:

—Policy and environmental approaches to improve nutrition and physical activity

in schools, worksites and communities;

—Interverclltions to improve delivery and use of selected clinical preventive serv-

ices; an

—Community programs to support chronic disease self management to improve

quality of life for people with chronic disease and to prevent diabetes, heart dis-
ease and cancer among those at high risk.

QUESTIONS SUBMITTED BY SENATOR LAMAR ALEXANDER

Question. As a former Governor, I am deeply concerned with the Medicaid expan-
sion in the new health law. Tennessee’s previous Governor Bredesen, a Democrat,
has called it “the mother of all unfunded mandates” and estimated that it will cost
Tennessee and additional $1.1 billion for 2014-2019, and that is even with the Fed-
eral Government is paying 100 percent of the expansion population from 2014-2016.
CBO recently estimated that it will cost States $60 billion through 2021.

The new law also mandates that Medicaid primary care physicians be reimbursed
at 100 percent of Medicare rates in 2013-2014, for which the Federal Government
will pay for those 2 years. But this creates a funding cliff for 2015. To keep doctors
in their programs, States will either be forced to continue to pay Medicaid primary
care physicians 100 percent of Medicare rates, or these physicians will effectively
see a 40-50 percent cut for in 2015. According to the TennCare Director, the re-
quirement to increase provider reimbursement to 100 percent of Medicare would
cost Tennessee roughly an additional $324 million per year.

How are States going to shoulder these additional burdens in the current budget
crises most of them are experiencing? Is the administration considering any kind
of flexibility options to offer to States in order to avoid being crushed by all the
mandates and maintenance of effort requirements?

Answer. We recognize that the economic downturn has forced States to make hard
choices to control State spending, and that there are no easy answers. Recognizing
the challenges facing States, I sent a letter to Governors in early February outlining
existing flexibility and reaffirming the Department of Health and Human Serv-
ices’—and the Center for Medicare & Medicaid Services’—commitment to working
with States to improve care and manage costs in the Medicaid program. As part of
that effort, CMS has undertaken an unprecedented level of outreach to States to
help them strategize on ways to improve the efficiency of their Medicaid programs
in light of current State budget challenges. To accomplish this task, CMS has cre-
ated Medicaid State Technical Assistance Teams (MSTATSs) that are ready to pro-
vide intensive and tailored assistance to States on day-to-day operations as well as
on new initiatives. As of mid April, CMS has been contacted by 22 States for tech-
nical assistance. We are ready to continue working with States to explore new ways
to manage their programs that will increase efficiency, reduce spending, and im-
prove health for Medicaid beneficiaries.

Question. One of the problems with the Medicaid expansion is that there is an
access problem for patients in the program being unable to see a doctor willing to
treat them. There are varying reports on providers not willing to see Medicaid pa-
tients, like the 2006 report from the Center for Studying Health System Change
Only stating that only about one-half of U.S. physicians accept new Medicaid pa-
tients.

Even the CMS chief actuary stated in an analysis done in April, “. . . it is rea-
sonable to expect that a significant portion of the increased demand for Medicaid
would be difficult to meet, particularly over the first few years.”

By adding 16-18 million more people into the program, what is your administra-
tion doing to address access issues for all these new beneficiaries?
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Answer. I am committed to ensuring access for Medicaid beneficiaries. The Afford-
able Care Act provision which helps States boost their payment rates to Medicare
levels for 2 years is a good first step, as are all of the provisions that reform our
healthcare delivery system to align payments with higher quality care. Federal
funding will be available to cover 100 percent of the initial cost of the mandated
increases in provider payment for primary care services.

The newly formed Medicaid and CHIP Payment and Access Commission
(MACPAC) will play an important role by providing research and analysis on pro-
vider payment rates and access in the Medicaid program. In the initial MACPAC
report, issued in March 2011, there was extensive discussion about the difficulties
in analyzing access issues, and the need to develop additional data sources and new
analytic approaches. On May 6, 2011, we published a proposed rule that integrated
the MACPAC approach into a strategy to develop a transparent process for States
to collect and analyze access issues. We anticipate working closely with MACPAC
to lgarn about best practices and approaches in sustaining access in 2014 and be-
yond.

Question. Has HHS done an analysis of how many providers are not seeing new
or any Medicaid patients? If not, can CMS look into this?

Answer. Access to providers by Medicaid recipients is of paramount importance.
As a requirement for States’ participation in the Medicaid program, they must en-
sure that “payments are consistent with efficiency, economy, and quality of care and
are sufficient to enlist enough providers so that care and services are available to
the general population in the geographic area.” As noted above, CMS is currently
undertaking rulemaking to provide guidance to States on compliance with this re-
quirement, which includes a framework for State and Federal review. Through the
rulemaking process, we are welcoming public notice and comment on our proposed
approach, which provides for States to review access through a three-part frame-
work, focusing on beneficiary needs, provider enrollment, and service utilization.

Because States have primary responsibility for managing data on eligible bene-
ficiaries and for enrolling and reimbursing Medicaid providers, States have the most
accurate and up to date information on the number of providers participating in
each State’s Medicaid program, the percent of those accepting new Medicaid pa-
tients, and whether those numbers are comparable to the availability of providers
for the general population in the area. Our proposed strategy is to require States
to perform the initial analysis of available data and issue access reports for both
Federal and public scrutiny.

Question. In your January testimony to the HELP Committee, you mentioned tax
credits as a way that the law will keep down premiums. I realize that people who
receive the tax credits or subsidies will pay less out of their own pocket for pre-
miums, but are you saying that these tax credits/subsidies will bring down the un-
derlying premiums and or the underlying cost of healthcare?

Answer. Many provisions of the Affordable Care Act make healthcare more afford-
able for American families and businesses, including tax credits and premium as-
sistance, new oversight of private insurance premiums growth, delivery systems re-
forms that will bend the healthcare cost curve, and larger purchasing pools through
Exchanges.

Insurers often raise premiums to protect themselves against unpredictable market
conditions. Premium tax-credits offered through Exchanges make health insurance
coverage attainable for individuals who have not previously been able to afford the
costs of health insurance and will enable wider participation in the health insurance
market. Keeping more people in the insurance market at all times, and not just
when they get sick, will lead to greater predictability and stability in the individual
market.

Question. According to estimates from Senate Finance minority tax staff last year,
only 7 percent of Americans would qualify for subsidies and would see these cost
savings. What about everyone else? Even CBO has said premiums for families buy-
ing coverage on the individual market would see premiums increase by $2,100 a
year.

Answer. Even after full implementation of health reform, most Americans will
continue to receive insurance through their employers, as has traditionally been the
case. CBO estimates that nearly 20 million Americans without access to affordable
or adequate coverage through their employers or other sources will receive premium
tax credits or cost-sharing subsidies through the Exchanges.

Question. You also stated in your HELP testimony that the new law “is bringing
down premiums for consumers by limiting the amount of premiums insurers may
spend on administrative costs and by giving States resources to beef up their review
process.”
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How do you square this statement with recent news articles that some insurers
are raising premiums as a result of the new law?

Answer. According to our analysis and those of some industry and academic ex-
perts, any potential premium impact from the new consumer protections and in-
creased quality provisions under the Affordable Care Act will be minimal. We esti-
mate that the effect will be no more than 1 to 2 percent. This is consistent with
estimates from the Urban Institute (1 to 2 percent) and Mercer consultants (2.3 per-
cent). Insurers themselves have also reached a similar conclusion. Pennsylvania’s
Highmark, for example, estimates the effect of the legislation on premiums from
1.14 to 2 percent.

Any premium increases will be moderated by out-of-pocket savings resulting from
the law. These savings include a reduction in the “hidden tax” on insured Americans
that subsidizes care for the uninsured. By making sure that high-risk individuals
have insurance and emphasizing healthcare that prevents illnesses from becoming
serious, long-term health problems, the law will begin to reduce costs resulting from
the treatment of patients at the acute stage of illness. The law prioritizes preven-
tion, making many services available without cost-sharing, invests in prevention in
communities across the country, and contains a series of provisions designed to im-
prove the way we pay for care.

In addition to the coverage and delivery system changes that will begin to bend
the cost curve, the law provides valuable new tools to ensure that consumers are
getting value for their premium dollar. Already, we have provided 44 States and the
District of Columbia with resources to strengthen the review and transparency of
proposed premiums. CMS is making up to $250 million available for States to im-
prove their rate review infrastructure and to fight unreasonable rates. Rate review
allows States to examine and in some cases reject or modify the insurance rate be-
fore implementation. At the end of the year, the new medical loss ratio standard
requires carriers to rebate premiums back to consumers if they fail to meet the
standard. Rate review and medical loss ratios work together to help consumers. We
will also keep track of insurers with a record of unjustified rate increases; those
plans may be excluded from health insurance Exchanges in 2014.

Question. There has been a lot of news coverage lately about the more than 1,100
annual limit waivers granted by your administration. Additionally, several States
have applied for waivers from the medical loss ratio (MLR) requirement.

Would it not make more sense for HHS to consider a blanket waiver of annual
benefit limits and MLR standards until 2014?

Answer. The Center for Consumer Information and Insurance Oversight (CCIIO)’s
waiver policy represents a transition to 2014, when annual limits will be eliminated
and limited medical benefit plans will be a thing of the past. Until 2014, the transi-
tion ensures that insurance plans that can remove annual limits do so. Those that
cannot remove annual limits without significantly raising premiums or reducing ac-
cess to benefits can receive waivers. This transition assures that Americans can
keep this limited coverage until more comprehensive coverage options are available
to all in 2014. CCIIO is approving 1 year waivers and collecting data on limited ben-
efits plans that will inform our approach for future years.

The medical loss ratio provision allows CCIIO to adjust the percentage if the po-
tential exists to destabilize the individual market in a State. To date, one State,
Maine, has received a reduced loss ratio. Each State market is different and CCIIO
has established a process by which a State may apply, if they believe the potential
exists for disruption. CCIIO will evaluate each application against the criteria set
forth in regulation and guidance.

Question. Does the HHS have contingency plans for larger than expected expendi-
tures for subsidies if more employers drop coverage than expected?

Answer. The reforms in the Affordable Care Act are intended to complement and
strengthen the existing employer-based insurance system, not to replace it. We be-
lieve that the MLR requirements, review of annual rate increases, and delivery sys-
tem reforms will help slow the growth of insurance costs to businesses so they can
continue to provide the insurance their employees and families need and depend on.

The Congressional Budget Office has found that any decrease in employer-spon-
sored coverage because of the Affordable Care Act would be minimal. On the con-
trary, the Affordable Care Act provides tremendous benefits for employers that will
encourage them to continue to offer health insurance coverage to their employees.
In the coming years, the Congressional Budget Office estimates that health insur-
ance premiums could decrease by up to 3 percent for employers. The new law also
provides $40 billion in tax credits to help small businesses purchase coverage for
their employees. In 2014, small businesses will be able to purchase private insur-
ance through the Exchanges, which will provide them with the same purchasing
power as large businesses.
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Question. In the last Congress, HHS received enormous appropriations of tax dol-
lars with very little Congressional direction on the use of those funds going forward.
HHS received $1 billion as part of the Federal stimulus program and approximately
$2 billion more per year in the future as part of the new healthcare law, all for the
Mobilizing for Action through Planning and Partnerships (MAPP) intervention
grants. HHS was given these enormous streams of taxpayer dollars without clear
direction on the specifics of how those funds should be used.

CDC appears to be using these taxpayer dollars to fund advocacy organizations
at the State and local level who engage in legislative advocacy for higher taxes and
restrictions focused on consumer goods, which raises a number of serious concerns.
Using Federal tax dollars for legislative advocacy is against the law, as the appro-
priation itself is subject to a restriction clearly prohibiting that the agency from
using Federal funds to engage in direct or grassroots lobbying for changes in State
or local laws. There also is a Federal criminal statute—the Anti-Lobbying Act—
making it a criminal offense to “influence in any manner . . . an official of any gov-
ernment, to favor, adopt, or oppose, by vote or otherwise, any legislation, law, ratifi-
cation, policy or appropriation.”

As a former Governor, I think it is totally inappropriate for the executive branch
to unilaterally decide what is or isn’t a good State or local law worthy of financial
support. If the Administration has a legislative agenda, it should work with the
Congress to enact it through the legislative process.

In response to questions about the use of these funds during congressional hear-
ings last year, CDC Associate Director Pechachek, stated that, “The prohibition
against lobbying does not mean that communities are prohibited from interacting
with policy makers such as legislators in order to promote the goals of the Commu-
nities Putting Prevention to Work Program.”

How can a program have as a main, underlying objective to seek changes in State
and local laws when the Federal Government specifically prohibits the use of Fed-
eral graglt moneys to engage in direct or grassroots lobbying? Do you agree with this
concern?

How much of the billions of dollars in spending under the stimulus and new
healthcare law has been used to support efforts to change local and State laws?
Would you provide this Committee with the details of that information?

Answer. As part of the American Recovery and Reinvestment Act (ARRA), Con-
gress provided $650 million in funding for CDC to implement the Communities Put-
ting Prevention to Work (CPPW) program. In addition, approximately $44 million
from the Prevention and Public Health Fund supported quality but unfunded CPPW
grantees, as well as media and evaluation, in fiscal year 2010. CPPW grantees are
tackling important health problems, focusing on tobacco, nutrition and physical ac-
tivity. Addressing these health challenges requires action at the community level,
often to make changes that give individuals greater opportunities to make healthy
choices.

CDC strictly adheres to all Federal laws prohibiting the use of Federal funds to
lobby, and even goes beyond statutory requirements to restrict the activities of
grantees at the local level when Federal funds are involved. CDC regularly educates
all grantees on Federal laws related to funding awards, including anti-lobbying pro-
visions. CDC references Additional Requirement (AR)-12 “Lobbying Restrictions” in
all of its Funding Opportunity Announcements (FOAs), and all prospective recipi-
ents must agree to these restrictions prior to receiving funds. The AR states, in part,
“Any activity designed to influence action in regard to a particular piece of pending
legislation would be considered ‘lobbying.” That is, lobbying for or against pending
legislation, as well as indirect or ‘grass roots’ lobbying efforts by award recipients
that are directed at inducing members of the public to contact their elected rep-
resentatives at the Federal or State levels to urge support of, or opposition to, pend-
ing legislative proposals is prohibited. As a matter of policy, CDC extends the prohi-
bitions to lobbying with respect to local legislation and local legislative bodies.”

CDC is careful to monitor the use of Federal funding, and to ensure that grantees
comply with Federal law and the specific guidance of the Funding Opportunity An-
nouncement and conditions outlined in the AR-12. However, anti-lobbying provi-
sions do not prohibit communities from interacting with policymakers through prop-
er official channels, in order to educate them about the burden of chronic diseases
and their associated risk factors, as well as evidence-based strategies to promote
health. There are many activities that are allowable under Federal law which com-
munity leaders may decide to pursue; moreover, policy change does not have to in-
clude formal legislative action. For example, health departments may choose to
work with local transportation and planning departments to ensure that urban de-
sign policies include opportunities for people to be active. Local businesses may vol-
untarily decide to change their food procurement policies and to provide a greater
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selection of healthy food options for employees in vending machines and cafeterias.
Transit systems may determine on their own to make their trains and buses smoke-
free. Each of these 1s an example of a type of policy change that impacts people in
icheii“ daily lives, without requiring legislative action at the local, State, or Federal
evels.

CDC supports community efforts to foster these types of linkages between health
departments and key stakeholders from multiple sectors across a community, while
strictly adhering to all Federal laws prohibiting the use of Federal funds to lobby.
CDC carefully monitors the activities of grantees and the use of Federal funds to
ensure compliance with Federal law, the specific guidance of the Funding Oppor-
tunity Announcement, and conditions outlined in AR-12.

Question. One of the major concerns I have heard from constituents about the new
health law is that it will lead to government control and rationing. Treatment
choices should be made between doctors and patients, rather than by folks in Wash-
ington, DC.

While the FDA has announced its decision to withdraw its approval for Avastin
for breast cancer treatment, the European equivalent (the EMEA) has confirmed the
use of Avastin for breast cancer. Shouldn’t American women on Medicare have ac-
cess to this drug as well?

Answer. I recognize the critical importance of the physician-patient relationship,
especially in deciding an appropriate drug therapy treatment. The Medicare statute
authorizes coverage of items and services that are reasonable and necessary for the
diagnosis or treatment of illness or injury in the Medicare population.

At this time, CMS is not making any changes to its coverage or reimbursement
policies for Avastin and is waiting until the resolution of the FDA process before
deciding whether to make any changes. While we do periodically consider new evi-
dence about Medicare-covered drugs or treatments to evaluate whether changes in
coverage decisions are warranted, it would be premature to speculate on possible
changes in Medicare coverage of Avastin, if any, that may be made in response to
future FDA actions.

Question. Avastin is an expensive treatment option. Can you affirm that the FDA
Was?looking purely at science rather than the cost of the drug when making its deci-
sion?

Answer. The Food and Drug Administration (FDA) is responsible for protecting
the public health by ensuring that drugs and biologics are safe and effective. In de-
termining whether a product should be labeled for a particular indication, FDA
takes seriously our obligation to carefully weigh the risks and benefits for the pa-
tient. Specifically, FDA considers whether the benefits of the drug, including the
magnitude of those benefits, outweigh the product’s potential toxicities for the indi-
cated use. The Food and Drug Administration does not factor costs into its drug ap-
provals or safety related decisions. FDA’s Center for Drug Evaluation and Research
has proposed to remove Avastin’s indication for metastatic breast cancer based on
the Center’s evaluation of efficacy and safety data available from clinical trials,
without considering the cost of the drug. FDA has not yet reached a final decision
on this proposal, and this matter will be the subject of a hearing in June 2011.

Question. More than 40 States have laws in place to ensure those on private in-
surance have access to cancer drugs even if they are “off-label.” Shouldn’t women
on Medicare have the same guarantee?

Answer. At this time, CMS is not making any changes to its coverage or reim-
bursement policies for Avastin and is waiting until the resolution of the FDA proc-
ess before deciding whether to make any changes. While we do periodically consider
new evidence about Medicare-covered drugs or treatments to evaluate whether
changes in coverage decisions are warranted, it would be premature to speculate on
possible changes in Medicare coverage of Avastin, if any, that may be made in re-
sponse to future FDA actions. I would note, however, that, generally, Medicaid cov-
erage of a drug is contingent upon that drug having FDA approval. I cannot speak
to the process behind the coverage decisions of other insurance providers.

Question. If many of the roughly 18,000 women using Avastin for metastatic
breast cancer find it effective, and scientific experts at the National Comprehensive
Cancer Network, the leading cancer compendia, support its use, can you assure me
that Medicare will not restrict coverage of this product?

Answer. I recognize the critical importance of the physician-patient relationship,
especially in deciding an appropriate drug therapy treatment. The Medicare statute
authorizes coverage of items and services that are reasonable and necessary for the
diagnosis or treatment of illness or injury in the Medicare population.

At this time, CMS is not making any changes to its coverage or reimbursement
policies for Avastin and is waiting until the resolution of the FDA process before
deciding whether to make any changes. While we do periodically consider new evi-
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dence about Medicare-covered drugs or treatments to evaluate whether changes in
coverage decisions are warranted, it would be premature to speculate on possible
changes in Medicare coverage of Avastin, if any, that may be made in response to
future FDA actions.

QUESTIONS SUBMITTED BY SENATOR LINDSEY GRAHAM

Question. Can you explain FDA’s process for approving drugs for new indications?

Answer. Secretary Sebelius: In order for a new indication for a drug or biologic
product to be marketed in the United States, it must be shown to be safe and effec-
tive for its intended new use.

In 1998, FDA published guidance for manufacturers planning to file applications
for new indications of approved drugs or biologic products. In this guidance, FDA
articulated its thinking on the quantity of evidence needed in particular cir-
cumstances to establish substantial evidence of effectiveness. The guidance dis-
cussed the standards and data requirements for approval of new indications so that
duplication of data previously submitted in the original application could be avoided.
In particular, FDA addressed situations in which a single adequate and well-con-
trolled trial of a specific new use could be supported by information from other ade-
quate and well-controlled trials, such as trials in other stages of a disease, or in
closely related diseases.

The new drug or biologics licensing application that is submitted by the manufac-
turer in support of a new indication must include the requisite clinical trial informa-
tion demonstrating safety and effectiveness, and supportive clinical pharmacology,
preclinical and product quality information, as needed. FDA scientists review the
submitted information and determine whether or not the product may be approved
for the new use if the benefits of treatment are found to outweigh the risks for the
intended population.

Question. Am I correct in my understanding that FDA does not consider the cost
of a drug during its approval process? If cost is considered, how does that cost factor
into FDA’s decision to approve drugs for certain indications?

Answer. Yes, you are correct. In deciding whether to approve a drug, FDA cannot
and does not take price into account.

Question. 1 am aware that Avastin is a very expensive drug, and I have been
made aware of concerns that cost could have been a factor in FDA’s decision to re-
move the breast cancer indication from Avastin’s label. Did Avastin’s cost play any
role in FDA’s decision regarding the drug?

Answer. The Food and Drug Administration is responsible for protecting the pub-
lic health by ensuring that drugs and biologics are safe and effective. In determining
whether a product should be labeled for a particular indication, FDA takes seriously
its obligation to carefully weigh the risks and benefits for the patient. Specifically,
FDA considers whether the benefits of the drug, including the magnitude of those
benefits, outweigh the product’s potential toxicities for the indicated use. The Food
and Drug Administration does not factor costs into its drug approvals or safety re-
lated decisions. FDA’s Center for Drug Evaluation and Research has proposed to re-
move Avastin’s indication for metastatic breast cancer based on the Center’s evalua-
tion of efficacy and safety data available from clinical trials, without considering the
cost of the drug. FDA has not yet reached a final decision on this proposal, and this
matter will be the subject of a hearing in June, 2011.

Question. What is HHS’s policy for awarding grants to organizations that advocate
for specific policy positions?

I have heard concerns that Federal stimulus dollars targeted to public health
were awarded to advocacy organizations who lobby State and local governments for
specific policy changes regarding food and beverages. Can you provide details re-
garding the grant-making process for public health programs including the informa-
tion required for proposal when submitted and how often HHS audits grant recipi-
ents to be sure they are complying with the aims of the HHS’ grant programs?

Answer. Applicants for (and recipients of) Federal grants, cooperative agreements,
contracts, and loans are prohibited by 31 U.S.C. 1352, “Limitation on use of appro-
priated funds to influence certain Federal contracting and financial transactions,”
from using appropriated Federal funds to pay any person for influencing or attempt-
ing to influence any officer or employee of an agency, a member of Congress, an offi-
cer or employee of Congress, or an employee of a Member of Congress with respect
to the award, extension, continuation, renewal, amendment, or modification of any
of these instruments. These requirements are implemented for HHS in 45 CFR part
93, which also describes types of activities, such as legislative liaison activities and
professional and technical services that are not subject to this prohibition. Appli-
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cants for HHS grants with total costs expected to exceed $100,000 are required to
certify that they: have not made, and will not make, such a prohibited payment; will
be responsible for reporting the use of non-appropriated funds for such purposes;
and will include these requirements in consortium agreements, other subawards,
and contracts under grants that will exceed $100,000 and will obtain necessary cer-
tifications from those consortium participants and contractors.

Disclosure reporting is required after award as indicated and must be certified an-
nually either through providing submitting disclosure statements by doing so on the
SF-LLL, Disclosure of Lobbying Activities. Where there are no disclosures to report
the grantee certifies this fact by signing the face page of the application without the
need to submit the forms. The grantee certifies that there are no lobbying activities
to report when they sign the face page of the application.

Consistent with Federal law, in its grant programs, CDC references Additional
Requirement (AR)-12 “Lobbying Restrictions” in all of its Funding Opportunity An-
nouncements (FOAs), and all prospective recipients must agree to these restrictions
prior to receiving funds. The AR states, in part, “Any activity designed to influence
action in regard to a particular piece of pending legislation would be considered ‘lob-
bying.” That is, lobbying for or against pending legislation, as well as indirect or
‘grass roots’ lobbying efforts by award recipients that are directed at inducing mem-
bers of the public to contact their elected representatives at the Federal or State
levels to urge support of, or opposition to, pending legislative proposals is prohib-
ited. As a matter of policy, CDC extends the prohibitions to lobbying with respect
to local legislation and local legislative bodies.”

CDC is careful to monitor the use of Federal funding, and to ensure that grantees
comply with Federal law, the specific guidance of the FOAs, and conditions outlined
in AR-12. Grants or cooperative agreements funded by the American Recovery and
Reinvestment Act are also subject to this policy. We note, however, that many orga-
nizations engage in advocacy using funding from other sources, and that this does
not bar them from applying for and receiving funding from CDC. Recipients are per-
mitted to use their own funds to lobby, so long as it can be demonstrated or shown
that the funds that were used for lobbying were entirely separate from any appro-
priated funds they received from the Federal Government. Recipients are required
to disclose all lobbying activities along with their application. CDC only provides
funds to undertake activities outlined in the FOA.

CDC’s Procurement and Grants Office (PGO) provides specific budgetary oversight
to ensure the appropriate use of Federal funds. CDC grants management specialists
and program staff are significantly involved in the planning and monitoring of re-
cipient activities, review and approval of spending details, and tracking of grantee
drawdown of funds. PGO staff participate in annual site visits to all funded commu-
nities. One example is the Communities Putting Prevention to Work (CPPW) pro-
gram, which has a robust plan for performance monitoring in order to ensure that
Federal funds are used effectively and appropriately. The plan positions CDC staff
to identify early warning signs that a program is using Federal funds for unauthor-
ized and inappropriate activities. Furthermore, an electronic performance moni-
toring system provides a central repository for collecting information from a number
of program monitoring sources. CDC also complies with other mandatory directives,
such as OMB Circular A-133, which requires every organization receiving $500,000
in aggregate Federal grants to submit to annual financial audit. The results of these
audits are used in periodic grantee reviews to identify grantees that may present
a risk to the control or integrity of fund use.

Question. I have heard concerns that Federal stimulus dollars targeted to public
health were awarded to advocacy organizations who lobby State and local govern-
ments for specific policy changes regarding food and beverages. Can you provide de-
tails regarding the grant-making process for public health programs including the
information required for proposal when submitted and how often HHS audits grant
recipients to be sure they are complying with the aims of the HHS’ grant programs?

Answer. Applicants for (and recipients of) Federal grants, cooperative agreements,
contracts, and loans are prohibited by 31 U.S.C. 1352, “Limitation on use of appro-
priated funds to influence certain Federal contracting and financial transactions,”
from using appropriated Federal funds to pay any person for influencing or attempt-
ing to influence any officer or employee of an agency, a Member of Congress, an offi-
cer or employee of Congress, or an employee of a Member of Congress with respect
to the award, extension, continuation, renewal, amendment, or modification of any
of these instruments. These requirements are implemented for HHS in 45 CFR part
93, which also describes types of activities, such as legislative liaison activities and
professional and technical services that are not subject to this prohibition. Appli-
cants for HHS grants with total costs expected to exceed $100,000 are required to
certify that they: have not made, and will not make, such a prohibited payment; will
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be responsible for reporting the use of non-appropriated funds for such purposes;
and will include these requirements in consortium agreements, other subawards,
and contracts under grants that will exceed $100,000 and will obtain necessary cer-
tifications from those consortium participants and contractors.

Disclosure reporting is required after award as indicated and must be certified an-
nually either through providing submitting disclosure statements by doing so on the
SF-LLL, Disclosure of Lobbying Activities. Where there are no disclosures to report
the grantee certifies this fact by signing the face page of the application without the
need to submit the forms. The grantee certifies that there are no lobbying activities
to report when they sign the face page of the application.

Consistent with Federal law, in its grant programs, CDC references Additional
Requirement (AR)-12 “Lobbying Restrictions” in all of its Funding Opportunity An-
nouncements (FOAs), and all prospective recipients must agree to these restrictions
prior to receiving funds. The AR states, in part, “Any activity designed to influence
action in regard to a particular piece of pending legislation would be considered ‘lob-
bying.” That is, lobbying for or against pending legislation, as well as indirect or
‘grass roots’ lobbying efforts by award recipients that are directed at inducing mem-
bers of the public to contact their elected representatives at the Federal or State
levels to urge support of, or opposition to, pending legislative proposals is prohib-
ited. As a matter of policy, CDC extends the prohibitions to lobbying with respect
to local legislation and local legislative bodies.”

CDC is careful to monitor the use of Federal funding, and to ensure that grantees
comply with Federal law, the specific guidance of the FOAs, and conditions outlined
in AR-12. Grants or cooperative agreements funded by the American Recovery and
Reinvestment Act are also subject to this policy. We note, however, that many orga-
nizations engage in advocacy using funding from other sources, and that this does
not bar them from applying for and receiving funding from CDC. Recipients are per-
mitted to use their own funds to lobby, so long as it can be demonstrated or shown
that the funds that were used for lobbying were entirely separate from any appro-
priated funds they received from the Federal Government. Recipients are required
to disclose all lobbying activities along with their application. CDC only provides
funds to undertake activities outlined in the FOA.

CDC’s Procurement and Grants Office (PGO) provides specific budgetary oversight
to ensure the appropriate use of Federal funds. CDC grants management specialists
and program staff are significantly involved in the planning and monitoring of re-
cipient activities, review and approval of spending details, and tracking of grantee
drawdown of funds. PGO staff participate in annual site visits to all funded commu-
nities. One example is the Communities Putting Prevention to Work (CPPW) pro-
gram, which has a robust plan for performance monitoring in order to ensure that
Federal funds are used effectively and appropriately. The plan positions CDC staff
to identify early warning signs that a program is using Federal funds for unauthor-
ized and inappropriate activities. Furthermore, an electronic performance moni-
toring system provides a central repository for collecting information from a number
of program monitoring sources. CDC also complies with other mandatory directives,
such as OMB Circular A-133, which requires every organization receiving $500,000
in aggregate Federal grants to submit to annual financial audit. The results of these
audits are used in periodic grantee reviews to identify grantees that may present
a risk to the control or integrity of fund use.

SUBCOMMITTEE RECESS

Senator HARKIN. And with that, again, Madam Secretary, thank
you and the subcommittee will stand recessed.

[Whereupon, at 11:37 a.m., Wednesday, March 30, the sub-
committee was recessed, to reconvene subject to the call of the
Chair.]
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The subcommittee met at 10 a.m., in room SD-124, Dirksen Sen-
ate Office Building, Hon. Tom Harkin (chairman) presiding.
Present: Senators Harkin, Brown, Shelby, and Cochran.

DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
STATEMENT OF HON. HILDA L. SOLIS, SECRETARY
OPENING STATEMENT OF SENATOR TOM HARKIN

Senator HARKIN. The Subcommittee of Labor, Health and
Human Services, and Education, and Related Agencies will now
come to order.

First of all, welcome back to the subcommittee, Madam Sec-
retary. Your appearance today comes at a critical point for your De-
partment and for our Nation’s workforce.

After a long and difficult recession, our economy is slowly recov-
ering, but too many workers are unemployed or underemployed,
and more needs to be done to ensure that all Americans benefit
from economic growth, not just the few at the top. At the same
time, Congress and the administration must work together to re-
duce our budget deficits and restore fiscal discipline.

FISCAL YEAR 2011 APPROPRIATIONS BILL

A first step was taken last month when we completed action on
the fiscal year 2011 appropriations bill. This bill made significant
cuts to the Department of Labor, more than $800 million, or 6 per-
cent below the fiscal year 2010 level. And yet, we maintained im-
portant investments in employment and training programs, worker
protections, and the fight against the worst forms of child labor.
The cuts could have been more damaging. The House alternative,
H.R. 1, targeted programs that serve the most vulnerable Ameri-
cans, including drastically cutting job training for people who have
lost their jobs as a result of layoffs. It’s hard to see the wisdom of

(151)
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a cut like that when the real unemployment rate really is close to
16 percent in this country. Thankfully, the fiscal year 2011 bill re-
jected that approach.

FISCAL YEAR 2012

Now we turn to fiscal year 2012. Regrettably, we already know
that programs that benefit American workers are once again being
targeted for draconian cuts. The budget passed by the House last
month takes the approach that the deficit should be addressed by
enacting yet another tax cut bonanza for those at the top while rip-
ping the social safety net for seniors, people with disabilities, and
low income, and slashing funding for education and training. In
fact, the House budget would cut education and training programs
by 15 percent in fiscal year 2012.

I believe there’s a better way, and history offers a guide. When
President Clinton took office in 1993, he faced a similar situation
in terms of the budget. He proposed a balanced approach that in-
cluded spending cuts and necessary revenue increases while con-
tinuing to make crucial investments in education, infrastructure,
and research, areas that are absolutely essential if we’re going to
create jobs and stay competitive in the global economy. The plan
worked, and worked brilliantly. It created large budget surpluses,
22 million new jobs, and 116 consecutive months of economic ex-
pansion, the longest in American history. I believe we need that
same balanced approach today.

Madam Secretary, there is no question that the fiscal year 2012
budget for the Department of Labor will remain tight. But, the
President rightly puts a high priority on programs that are critical
to our long-term fiscal health, especially in the areas of employ-
ment and training, as well as a new workforce innovation fund that
Congress created in the fiscal year 2011 bill.

I'm also pleased to see that the budget request continues the Dis-
ability Employment Initiative that Congress started in fiscal year
2010. With almost 80 percent of Americans with disabilities not
currently in the labor force, we need to do much better, and I be-
lieve this initiative will help.

Your budget also proposes important investments that will help
address mine safety and health, worker misclassification, and
workplace safety and health activities. I was particularly pleased
to see a proposed increase for Bureau of International Labor Af-
fairs (ILAB), which leads our fight against the worst forms of child
labor around the world. And I thank you for that, Madam Sec-
retary.

On a related note, I'd like to thank you for your efforts on the
framework of action to support the implementation of the Harkin-
Engle Protocol targeted at child labor in the cocoa sectors of Ghana
and the Ivory Coast.

Madam Secretary, I know you are well aware of the many impor-
tant priorities competing for resources in our Labor-HHS appro-
priations bill. Your testimony in this hearing will help inform us
as we do that work.

And before we hear from you, Madam Secretary, I would yield
to Senator Shelby for his opening statement.
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STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Thank you, Mr. Chairman.

Madam Secretary, I look forward to hearing your testimony
today on the 2012 budget request. As the chairman has said, we're
in difficult economic times. The unemployment rate is 8.8 percent.
When you consider the underemployed and those who have stopped
looking for work, which the Department of Labor does not incor-
porate in the unemployment statistics, the real unemployment rate
is actually much higher, at 16.2 percent.

The Federal deficit is $1.65 trillion. In fiscal year 2012, I believe
we need to make cuts to our discretionary budget. I don’t think we
have any choice. The Department of Labor’s fiscal year 2012 budget
request reduces Federal spending by 5 percent, compared to fiscal
year 2010 levels. And while the Department of Labor should be rec-
ognized for cutting spending, a feat not accomplished by every De-
partment in the year 2012, I do not believe, myself, a 5-percent re-
duction within the Department of Labor goes far enough. In this
difficult economic environment we need to cut spending today.

DUPLICATION IN DEPARTMENT OF LABOR TRAINING PROGRAMS

To get Federal spending under control in the long term, we must
reduce spending in the short term. The first place to begin to re-
duce expenditure is by eliminating duplication among Department
of Labor training programs. On March 1, the Government Account-
ability Office, GAO, released a report on duplication within Federal
programs. I'm concerned that 44 of the 47 Federal employment and
training programs that the GAO identified overlap with at least
one other program. I would think we could all agree that providing
the same services to the same population but through separate ad-
ministrative structures does not make sense. Many Federal work-
force programs meet important skill needs. But, the workforce sys-
tem could be better aligned across agencies and streamlined to ease
access for both workers and employers. And while I understand the
implementation could be challenging, collocating services and con-
solidating administrative structures would increase efficiencies,
and it would certainly reduce costs.

GOVERNMENT ACCOUNTABILITY OFFICE REPORT

To the greatest extent possible, we should not have duplication
within the Federal Government, and certainly not within one De-
partment. The GAO report makes a number of recommendations
that would move the system in that direction. And I think our sub-
committee needs to seriously consider them.

Second, as the GAO report pointed out, we do not know the effec-
tiveness of most of the Department of Labor programs. In last
year’s testimony before this subcommittee, Madam Secretary, you
stated that you understand the importance of evaluating the De-
partment of Labor workforce programs, and you have, quoting you,
“a new commitment to program evaluation.” Those were your
words. A year later, I see few results. Job Corps has not had a rig-
orous evaluation since 2003—8 years ago. The program’s funding,
under the Workforce Investment Act was supposed to be evaluated
in 2005, and now we will not have results until 2013. How can this
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subcommittee make funding decisions without having thorough re-
views of programs? I believe we should have clear metrics and a
results-driven evaluation process to ensure that we fund only the
most successful programs.

Finally, over the past 10 years, the Federal Government’s regu-
latory reach has greatly expanded. The administration continues to
want to extend that reach, even though costly new regulations, I
believe, are oppressing economic growth in the business commu-
nity. According to the Center for the Study of American Business
at Washington University, $1.3 trillion is lost each year in total
U.S. economic activity due to Federal regulations throughout our
Government. We need to work together to reduce excessive burdens
on businesses and job creation while still maintaining workplace
health, safety, and basic employment protections.

I'm particularly concerned regarding draft rule proposals on wel-
fare benefit plan disclosures and on the definition of a fiduciary. I
will have questions for the record on both of these topics.

Mr. Chairman, I thank you for holding this hearing. I look for-
ward to continuing to work with you as we move toward the 2012
appropriation process.

Senator HARKIN. Thank you very much, Senator Shelby.

Senator COCHRAN. Mr. Chairman, may I ask unanimous consent
to join you and Senator Shelby in welcoming the witness——

Senator HARKIN. Absolutely.

Senator COCHRAN [continuing]. And having my statement be in-
cluded at this point in the hearing record?

Senator HARKIN. Absolutely. Absolutely:

Senator COCHRAN. Thank

Senator HARKIN. [continuing]. Senator Cochran.

Senator COCHRAN. Thank you. Welcome.

[The statement follows:]

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, thank you for calling this hearing to discuss funding for the De-
partment of Labor for fiscal year 2012. I appreciate Secretary Solis attending today
and look forward to her testimony.

Madame Secretary, I want to thank you for your continued support of Job Corps
and the YouthBuild program within the fiscal year 2012 budget. Workforce develop-
ment programs targeted at youth are critical to developing occupational skills as
they work toward their chosen career field. Mississippi has three Job Corps centers
that serve over 1,400 students each year and six YouthBuild programs throughout
the State. These programs have given numerous out-of-school, out-of-work Mis-
sissippi youth the opportunity to obtain their General Equivalency Diploma (GED)
or high school diploma and gain critical vocational training. I look forward to con-
tinuing to work with you on these important programs.

Thank you, Mr. Chairman.

Senator HARKIN. And any other Senators who are not here, or
may (ciome later, their written statements will be made a part of the
record.

Secretary Solis was confirmed as the 25th Secretary of Labor on
February 24, 2009. First elected to public office in 1985, as a mem-
ber of the Rio Hondo Community College board of trustees, Sec-
retary Solis also served in the California State Assembly from 1992
to 1994; in 1994, made history by becoming the first Latina elected
to the California State Senate. As the chairwoman of the California
Senate Industrial Relations Committee, she led the battle to in-
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crease the State’s minimum wage. She also authored a record 17
State laws aimed at combating domestic violence. Secretary Solis
also was a management analyst with the Office of Management
and Budget (OMB) in the Civil Rights Division and, as we know,
also served as a U.S. Representative from the 32d congressional
district in California from 2001 to 2009. Secretary Solis graduated
from the California State Polytechnic University, in Pomona, and
?arqed her master’s degree at the University of Southern Cali-
ornia.

So, Madam Secretary, you have a sterling background, and a
background that fits in very well with your job and your leadership
at the Department of Labor. And let me, again, just thank you for
that great leadership that you've provided over the last couple of
years. We have seen, I think, dramatic improvement in the morale.
And we've see a lot of good things happening out there, especially
in areas of worker safety and worker health protections. And I just
want to compliment you for that and welcome you back to the sub-
committee.

Your statement will be made a part of the record in its entirety.
And you can please proceed as you so desire.

Thank you.

SUMMARY STATEMENT OF HON. HILDA L. SOLIS

Secretary SOLIS. Thank you so much, Chairman Harkin and Vice
Chairman Shelby and, obviously, Senator Cochran, for being here.
It’s a pleasure to come back here before you, to the subcommittee,
and provide my testimony to you.

Since I came before you last year, there have been a lot of
changes in our economy, as you well know, and throughout our
country. But, what has not changed is the desire of the American
public, and that is for us to work together to address the challenges
facing working-class people and especially those people that are un-
deremployed or unemployed. While there is broad agreement that
the Government has to start living within its means, I hope we can
also agree that we have to make those investments that will allow
our future to prosper by out-innovating out-competing, out-edu-
cating, and making sure that everyone here has a fighting chance
to be successful. For the Department of Labor, that means pre-
paring Americans for jobs of tomorrow as well as ensuring that
those jobs are both safe and that they are fair.

The President’s 2012 budget reflects difficult choices but retains
the critical investments needed to get America back to work and
in safe jobs. It also does so in a way that shows our commitment
to innovation. I want to thank you, Mr. Chairman, for supporting
the Workforce Innovation Fund within this recent budget agree-
ment. I look forward to working together with you to build on the
initial investment in a way that will make the public workforce in-
vestment system more efficient, more streamlined, more targeted to
best serve our Nation’s workers. This is an example of where we
did make a tough choice in the budget. Instead of adding funds on
top of existing programs, we redirected funding from a slower
spending statewide set-aside to create a competitive grant program.
Some of the concerns that Senator Shelby has raised I believe will
be addressed in this Innovation Fund.
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WORKFORCE INVESTMENT ACT

There was a similar choice that we had to make that you had
to make, as well: recent cuts that were made in the Workforce In-
vestment Act, overall. In crafting the future of WIA, the Workforce
Investment, I hope that we can find a way to strike a good balance
between local service dollars, statewide activities, and competitive
grants that don’t replicate or duplicate programs. I'm looking for
ideas to provide new areas and innovative pursuits, as also—and
looking, also, for a system that will help provide those reforms that
we're talking about here today.

I know that you’ve also faced tough choices in eliminating, in fis-
cal year 2011, funding for green job training programs. As the
economy recovers, however, 1 strongly believe that green jobs still
will remain a growing segment of this economy and will take us
further, in the 21st century, to cut our dependence on foreign oil
and as well as relying on those countries that may not be sup-
portive of our goals, overall.

Preparing workers for these jobs will be a vital component of
winning the future, and restoring the investment will allow us to
continue to work with industry to ensure that American workers
have the opportunity to gain the skills and credentials to move into
better and high-paying jobs. And hopefully those jobs will stay here
on our shores.

I also want to emphasize that our budget maintains our commit-
ment to helping the most vulnerable populations, those that are
veterans, women, and other people that serve us well, here in our
country. We focus our resources and our Nation’s—on our Nation’s
veterans, including additional funds to help veterans in transition
to civilian employment, and for homeless veterans, as well.

One of my priorities in that program is targeting women vet-
erans, many who are coming home have served us abroad and are
finding it very, very difficult to find employment, but also, to help
their families. We maintain the funding, in both ETA and ODEP,
for the Disability Employment Initiative that you, Mr. Chairman,
have championed. We recognize, also, that young people need skills
to qualify for the jobs of the future, and request additional funds
for the YouthBuild Program and the Job Corps operations.

WORKER PROTECTION

At the Department of Labor, we take very seriously our obliga-
tion to both protect workers and to protect those businesses that
play by the rules and provide their workers a safe and fair work-
place. No worker should have to worry about whether they are
going to come home safely at the end of a shift or get paid for the
work that they do. And no employer should have to compete
against companies that cut corners on safety or evade the law.

The fiscal year 2012 budget builds on recent gains from our
worker protection agencies. As an example, the Occupational Safe-
ty and Health Administration, OSHA, must ensure that all employ-
ers live up to their obligation to provide a safe workplace. Fiscal
year 2012 budget provides the enforcement and regulatory staff
and resources we believe are necessary to meet that challenge. It
also maintains and expands on our commitment on compliance as-
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sistance programs, including the Voluntary Protection Program and
the free Onsite Consultation Program that focuses on small busi-
nesses.

Also within OSHA, we include additional funds to respond to the
challenge of implementing a greatly expanded Whistleblower Pro-
tection Program that the Congress enacted.

The Upper Big Branch mine disaster, as you recall, 1 year ago,
resulted in the needless loss of 29 miners, and the worst mining
disaster since the creation of the Mine Safety and Health Adminis-
tration. In light of this tragedy, the budget request includes addi-
tional resources so necessary to ensure that the Department has
the right tools needed to best protect our miners. The request in-
cludes funding to continue to reduce the backlog of contested cita-
tions at the Federal Mine Safety and Health Review Commission.
And I thank you for your attention that you have paid to this prob-
lem in the recent budget agreement. We must also continue our ef-
forts in this area to ensure that we’re holding accountable mine op-
erators who fail to meet their legal and moral obligation and re-
sponsibility to provide safe mines.

I also wanted to highlight a few other priority areas at DOL. The
budget request contains an increase for EBSA, the Employment
Benefit Security Administration, that protects employee benefits
for more than 149 million people by safeguarding the integrity of
718,000 pension plans and 2.6 million health plans. Our recent re-
quest also includes resources in the Wage and Hour Division and
other agency partners to prevent misclassification which is often
misused by employers by classifying workers as independent con-
tractors in order to avoid their legal obligation to pay taxes or fol-
low employment laws.

One of my goals as Secretary has been to build upon a balanced
pattern of global trade. Unless workers’ rights, wages, and working
conditions are respected in countries abroad that we trade with,
workers will be at a disadvantage in the global economy, particu-
larly U.S. workers. The budget includes an increase of this work
by our Bureau of International Labor Affairs while maintaining re-
sources in ILAB’s effort to combat child labor. Again, I want to
thank the chairman for his tireless effort on our behalf and those
many millions of children.

Before closing, I want to emphasize our commitment to improv-
ing how we deliver services. We're constantly scrutinizing ourselves
and looking for opportunities to improve and to do things much
smarter. I'm particularly proud of our adoption of a rigorous self-
evaluation program. We have a new chief evaluation officer who is
helping us measure our impact of our programs to find out what
works and what does not work. And I welcome the opportunity for
her to have a discussion with each of you.

And I also want to note that the budget includes a proposal to
strengthen the integrity of unemployment insurance. And we look
forward to working with Congress on that matter.

Again, I want to thank you for the opportunity to present our
budget. I look forward to working with all of you. And I hope that
we'll continue to make headway in the coming year.

Thank you for the opportunity to be here.

[The statement follows:]
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PREPARED STATEMENT OF HILDA L. SOLIS

Chairman Harkin, Ranking Member Shelby, and members of the Subcommittee,
thank you for the invitation to testify today. I appreciate the opportunity to discuss
the fiscal year 2012 budget request for the Department of Labor.

There is broad agreement that the Federal Government has to start living within
its means. Now that our economic recovery is gaining strength, we must come to-
gether, reduce our deficit, and get back on a path that will allow us to pay down
our debt. But we must do it in a way that protects the recovery, protects the invest-
ments we need to grow, create jobs, and helps us win the future. Building on the
2012 budget and borrowing from the recommendations of the bipartisan Fiscal Com-
mission, the President recently proposed a balanced approach to achieve $4 trillion
in deficit reduction over 12 years. Part of this plan is to keep annual domestic
spending low by building on the savings reflected in our 2011 budget agreement.
That step alone will save us about $750 billion over 12 years. The administration
is committed to making the tough cuts necessary to achieve these savings—includ-
ing to programs we care about—but will not sacrifice the core investments we need
to grow and create jobs.

The 2012 budget request for the Department of Labor includes a number of these
difficult cuts, but it also includes key investments that would allow us to win the
future by out-innovating, out-educating, and out-building our global competitors.
Getting America back to work is a top administration priority as we seek to spur
growth in the U.S. economy. It is important to promote the creation of “good jobs,”
and the Department of Labor plays a vital role in this goal by helping workers find
and prepare for new jobs, helping employers find skilled workers, and enforcing
statutory obligations that keep workers safe and help them keep what they earn.

INVESTING IN THE FUTURE

The Department of Labor fiscal year 2012 budget invests in the future by working
toward my vision, Good Jobs for Everyone. The Department’s budget focuses on this
vision in a fiscally responsible manner by:

—Getting America Back to Work;

—Keeping Workers Safe; and

—Helping Workers Provide for Their Families and Keep What They Earn.

GETTING AMERICA BACK TO WORK

To get America back to work and win the future, the Department will prepare
workers with the tools they need to succeed in the 21st century economy, help work-
ers and firms find each other, and support innovative strategies to promote eco-
nomic recovery. The budget documents have been provided to the Committee and
are available on our website, but for now, I want to share the key investments with
you:

—Workforce Innovation Fund.—The public workforce investment system is more
important now than ever, but we need to make it more efficient, streamlined,
and targeted to serve our growing customer base. To ensure that our invest-
ments in employment and training are focused on reform, the Departments of
Labor and Education will invest in a Workforce Innovation Fund that will drive
innovation and reinvigorate America’s workforce development system. The Fund
represents a small but crucial investment in innovative, evidence-based, and
cost-saving workforce investment strategies that will significantly impact for-
mula-funded activities well into the future. We were pleased that the final 2011
budget agreement included funding for the Fund. Our commitment to innova-
tion is also reflected in requests for green jobs innovation activities and, of
course, for evaluation so that we can improve our knowledge of what works.

—YouthBuild.—Developing the skills of our Nation’s youth is critical to ensuring
that our workforce is ready to succeed in the future. The 2012 budget requests
additional funds for the YouthBuild program, which provides disadvantaged
youth, including youth with disabilities, with a pathway to employment or post-
secondary education. In fiscal year 2012, we will continue to implement the
YouthBuild random assignment evaluation—the first rigorous impact evalua-
tion ever conducted of the program—to measure the program’s impacts on par-
ticipants’ post-program employment and earnings and to build knowledge of
what works.

—Unemployment Insurance Solvency and Integrity.—This administration is com-
mitted to protecting the financial integrity of the Ul system and helping unem-
ployed workers return to work as swiftly as possible. Two major legislative pro-
posals would strengthen the unemployment insurance safety net. One would
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help States improve the solvency of their unemployment accounts in the Unem-
ployment Trust Fund (UTF), while providing temporary tax relief for employers.
The other would create incentives for States to adopt Short-Time Compensation
programs and expand their use nationally through implementation grants and
a temporary Federal program in order to help avert layoffs. Another legislative
proposal would focus on reducing Ul improper payments by giving the States
new tools and resources that will strengthen the fiscal integrity of the UI sys-
tem

—Job Corps.—Our Job Corps program has a long history of preparing disadvan-
taged youth for a successful transition into the workforce. The 2012 budget
would request additional funds for the program, and continues an ambitious
agenda to improve the program’s performance.

—Veterans” Employment and Training Service.—We know returning veterans can
contribute greatly to our economy. The request for the Department’s Veterans’
Employment and Training Service includes additional funds for the Homeless
Veterans Reintegration Program to provide employment and training assistance
to almost 27,000 homeless veterans, including continuing our outreach to home-
less women veterans. In addition, the budget request funds the Transition As-
sistance Program for service members and their spouses, including expansion
of services to retiring Reserve and National Guard members. Transition Assist-
ance Program workshops play a key role in helping service members transition
swiftly and successfully to civilian employment.

—Disability Employment Initiative.—It is also important to continue our efforts
to ensure that our workforce system effectively serves persons with disabilities.
To accomplish this, the Department’s budget includes funding for the Employ-
ment and Training Administration and the Office of Disability Employment Pol-
icy to continue the Disability Employment Initiative begun in fiscal year 2010.
This initiative works to build the capacity of the WIA One-Stop Career Center
system to serve job seekers with disabilities by improving coordination across
programs, leveraging resources, and prioritizing the provision of service to job
seekers with disabilities (adults and youth) through the Social Security Admin-
istration’s Ticket to Work program.

KEEPING WORKERS SAFE

Winning the future requires a successful competitive market where all firms are
playing by the rules to keep workers safe. Workers should be safe in their jobs and
we need to ensure that our worker protection efforts keep up with the changing
economy. The fiscal year 2012 budget builds on recent gains for our Worker Protec-
tion agencies. Some of the highlights of our worker protection request include:

—Occupational Safety and Health Administration.—The Occupational Safety and
Health Administration (OSHA) must ensure that all employers are able to pro-
vide safe workplaces to their employees. The request would expand OSHA’s
commitment to preventing injuries, illnesses and fatalities by deterring employ-
ers in the most hazardous workplaces who exhibit a profound disregard for
worker safety and health. The fiscal year 2012 budget also includes funds to
support OSHA’s work with the 21 whistleblower programs it administers in
order to reduce the backlog in whistleblower claims, expedite the handling of
received complaints, and prepare for a high volume of complex cases resulting
from recently passed laws.

—Mine Safety.—The Upper Big Branch mine disaster just over 1 year ago re-
sulted in the needless loss of 29 miners’ lives and was the worst mining disaster
in the last 40 years. To prevent future such tragedies, the budget request in-
cludes additional resources for the Mine Safety and Health Administration
(MSHA) to ensure that the Department has the tools we need to best protect
miners. The Budget also requests funding for the Office of the Solicitor (SOL)
to reduce the enforcement backlog of contested citations at the Federal Mine
Safety and Health Review Commission (FMSHRC). Funds would also support
Administrative Law Judges processing Mine Safety and Health citation cases
at FMSHRC. We must continue our efforts in this area to ensure that we are
holding accountable mine operators who fail to meet their legal and moral re-
sponsibility to operate safe mines.

HELPING WORKERS PROVIDE FOR THEIR FAMILIES AND KEEP WHAT THEY EARN

Employee Benefits Security Administration.—The Department’s Employee Benefits
Security Administration (EBSA) protects the employee benefits for more than 149
million people by safeguarding the integrity of 718,000 pension plans, including
401(k) plans, 2.6 million health plans, and a similar number of other employee ben-
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efit plans. The additional requested resources will support the significant increase
in congressional action aimed at strengthening benefit security for working Ameri-
cans and their families. The Department’s efforts will make plans more secure and
help ensure that workers and their families receive the benefits to which they are
entitled from their plan and under the law.

Pension Benefit Guaranty Corporation.—The Budget proposes to strengthen the
defined benefit pension system for the millions of Americans who rely on it by giving
the PBGC Board the authority to adjust premiums and directing PBGC to take into
account the risks that different sponsors pose to their retirees and to the pension
insurance program. In order to ensure that these reforms are undertaken respon-
sibly, the budget would require 2 years of study and public comment before any im-
plementation and the gradual phasing-in of any increases.

Employee Misclassification Prevention and Detection Initiative—The budget re-
proposes a multi-agency Misclassification Initiative that would coordinate Federal
and State efforts to remedy violations that may result from the misclassification of
employees as “independent contractors” and mitigate future violations.

Other priorities from the budget submitted by the President in February include
additional funds for the Bureau of International Labor Affairs. The fiscal year 2012
budget includes funds to allow ILAB to collect additional information for its respon-
sibilities for reporting on labor rights in countries that have free trade agreements
and trade preference programs with the United States. The budget will also con-
tinue the Bureau’s longstanding commitment to combating child labor internation-
ally and to building international relationships that improve global working condi-
tions and strengthen labor standards around the world.

CONCLUSION

To summarize, the 2012 budget provides targeted investments to help workers
and firms better find each other, prepare Americans with the skills needed for the
jobs of today and the jobs of the future, and ensure that we have a fair and equi-
table labor market for firms and workers. Our efforts will help to get America back
to work, foster safe workplaces that respect workers’ rights, provide a level-playing
field for all businesses, and help American workers provide for their families and
keep the pay and benefits they earn. I am committed to achieving the goal of Good
Jobs for Everyone while the administration focuses on our shared long-term goal of
reducing the Federal deficit. I believe it is possible to do both and stand ready to
work with you in the weeks and months ahead on a responsible way forward.

Mr. Chairman, thank you for inviting me today. I am happy to respond to any
questions that you may have.

Senator HARKIN. Thank you very much, Madam Secretary.
We'll start a round of 5-minute questions.

EMPLOYMENT OF PEOPLE WITH DISABILITIES

Madam Secretary, I know you share my deep concern about what
happened in a situation in Iowa a couple of years ago. It was un-
covered in April 2009. Again, for your benefit, and others, here’s
what happened. We found people with disabilities, 21 men, were
working in a turkey processing plant. They had been employed by
Henry’s Turkey Service, out of Goldthwaite, Texas—shipped up to
Iowa—and had been working in this turkey processing plant, some
for as long as almost 20 years. They were living in an old bunk-
house, an old schoolhouse—106-year-old schoolhouse—where the
boilers didn’t work. It was cold. Cockroaches were everywhere. And
these men were bused from there to the workplace and back again.
They were making 41 cents an hour—subminimum wage—41 cents
an hour. And they were working right next to people making $12
an hour, doing the same job. I mean, it’s not that they were picking
up after them, they were doing the exact same work. And so, this
was uncovered. It became quite a scandal.

I have since visited—now, those men have been taken out of
there. I've since visited with some of those employees in Waterloo,
but some went back to Texas. Some are still in Iowa, and they're
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working. And they’re working not at subminimum wage jobs, but
at regular integrated employment. In fact, one even started his
own business, which is a lawn care business in Waterloo.

WAGE HOUR DIVISION

Now, why do I raise this issue? I raise it because, from 2000 to
2008, the Wage and Hour Division lost 20 percent of its staff. John
McKeon, Deputy Administrator of the Department of Labor’s Wage
and Hour Division, told me, before I held the hearing that we held
on this subject in the HELP Committee, that there are many em-
ployers in the United States who pay less than the minimum wage
and, “have never seen a Wage and Hour investigator.” And that’s
sort of what happened in Iowa.

As I understand it, they were visited, years ago, and then, every
year, all they have to do is just send in a piece of paper. They just
send in a piece of paper saying that, “We’re complying,” and that’s
the end of it. The turkey place was called Atalissa—Atalissa. And
so, we refer to it as the Atalissa case, which raises, in my mind,
if that happens in Iowa, how many more Atalissas are there out
there? And as you know, I am taking the opportunity in the HELP
Committee and with the Workforce Investment Act, to take a look
at this area of subminimum wage, and how people with disabilities
are funneled into subminimum wage jobs. They're never given any
training, never any upgrading of skills, never tested to see, can
they do something else? Obviously, if these men were doing the
same job as nondisabled people, they should have been paid the
same rates. There should have been integrated employment.

So, I guess I just wanted to bring that to your mind and to your
attention and just ask you, again, what actions your Department’s
taking to prevent this sort of situation from happening again, and
to find out how many other places like this exist in our country?

Secretary SOLIS. Mr. Chairman, I also am appalled by this par-
ticular case. And I know the last time that I came before this sub-
committee, I think you brought it up at that time, as well. Since
that time, I'm happy to report that our Wage and Hour Division,
because of the support that we received, we’re able to bring back
the enforcement capability that we lost in the last 10 years.

And what we have done, in this particular case, is to look at
those individuals that are working with the 14(c) program, particu-
larly identifying this population, and looking through a survey, a
compliance survey, to see where we have gaps, where we have
found problems. And I can tell you that I will make sure that you
get the results of our survey that will be due to us in about 4 to
6 weeks.

And with that, I would say that we have made sure—and this
one particular case that you're talking about—at the time, they
were not certified under the 14(c) program, but we did have our
Wage and Hour personnel take action, as well as our solicitor. That
particular situation is being litigated in courts right now. And
we’re finding that there were some major, major violations of the
Fair Labor Standards Act. And these individuals, I believe——

Senator HARKIN. Yeah.

Secretary SOLIS [continuing]. Will find justice.
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And I would tell that we’re going to continue to look at these
kinds of abuses, because we know that if it happened there, it
could very well be happening somewhere else. And we want to get
to the bottom of that.

Senator HARKIN. I thank you for that. And I also—I just might
say, they got initial summary judgment for $1.76 million. But, then
again, that doesn’t—that helps, but that doesn’t take care of the
losses they’'ve had in Social Security, for example, payments that
they’re going to need when they get older. And some are on the
verge of retirement right now. So, thank you.

Secretary SOLIS. I'd be happy to work with you on that

Senator HARKIN. I appreciate it.

Secretary SOLIS [continuing]. On strengthening——

Senator HARKIN. I appreciate it.

Secretary SOLIS [continuing]. This program.

Senator HARKIN. This case just shocks the conscience. Just
shocks the conscience. Thank you very much, Madam Secretary.

Senator Shelby.

RECOVERY EFFORTS IN ALABAMA

Senator SHELBY. Thank you, Mr. Chairman.

Madam Secretary, last week, tornados devastated my home State
of Alabama. It was the worst that we’ve experienced in my lifetime,
and probably in most people’s lifetime in the whole South. I toured
the damage, last Friday, with the President. And we’ve had a num-
ber of Cabinet Secretaries who were down there Saturday and Sun-
day. I'm going back down there next week with the HUD Secretary,
who’s already been there.

Could you tell me what the Department of Labor is doing to as-
sist the people of Alabama in their recovery efforts? I know you’re
doing some things. But, you know, we’re facing dire circumstances.

Secretary SoLis. Right. Senator, also I want to convey my condo-
lences to the families there, as well as to the other States that are
affected, and tell you that this is a constant reminder of my role
at the Department of Labor, because we have a special funding
that is made available. Fortunately, we have some funds for them.
In fact, this morning, before I came to this hearing, I signed off on
what we call the National Emergency Grant, the NEG, that will be
going to Alabama, to those, I believe, 67 counties that are eligible,
under FEMA——

Senator SHELBY. That’s fine.

Secretary SOLIS [continuing]. To receive funding. The amount is
for about $10 million to help provide temporary jobs for those indi-
viduals, whether they work for private or public sector, if they've
lost their homes. Theyll be hired. They can help provide with
cleanup. They’ll also be able to help provide with any repair, ren-
ovation, reconstruction for low-income housing, as well as provide
assistance for weatherization. And particularly, people that are eli-
gible for other types of Federal aid, they will be able to help those
individual households repair.

I know this is a small amount, given the catastrophe there. And
I would imagine that the Governor and yourself will be working
with my staff, my Assistant Secretary——

Senator SHELBY. Sure.
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Secretary SOLIS [continuing]. Jane Oates, who was contacted
very early on, and had our staff out in the field. In this tornado,
unfortunately, we lost some State staff from——

Senator SHELBY. We did.

Secretary SOLIS [continuing]. Various WIA programs, that lost
their homes and lost their lives, as well.

So, we know this is tragic. And I am also prepared, once we have
more notification from the other States that have not yet completed
their applications, to make a visit out there myself, as I did a year
ago, when we heard about the BP oilspill. We have a necessity to
be on top of safety and protection for workers, as well.

Thank you.

NATIONAL LABOR RELATIONS BOARD

Senator SHELBY. Well, thank you very much. And I know there
are other States, including the State of Mississippi that Senator
Cochran represents, that were affected here.

I want to turn to another area. On April 20 of this year, the act-
ing General Counsel of the National Labor Relations Board issued
a complaint against the Boeing Company, alleging that it violated
Federal law by deciding to transfer a second airplane production
line from a union facility in the State of Washington to a nonunion
facility in the State of South Carolina. The complaint said this was
discrimination. It’s interesting that the National Labor Relations
Board used the word “transfer,” as its production line does not, and
never did, exist in Washington State. I make this point because, if
the production line never existed in Washington and was not
planned or committed there, there were no jobs lost there.

Madam Secretary, I understand that the National Labor Rela-
tions Board is an independent agency. But, I'd like to hear your
thoughts on the underlying issue here, that private U.S. business
cannot freely open new facilities in right-to-work States without
fear of retaliation by the U.S. Government and this administration.
Is that the policy of this administration?

Secretary SoLIS. Senator, I would just say to you—and you just
emphasized that—that this in an independent agency, the NLRB.
And while they are currently going through their decision or—I
can’t really comment on what they are—on what the counsel there
is—

Senator SHELBY. I know it’s not directly under you. You have an
opinion on it, or you'd just rather not——

Secretary SOLIS. No. No, I don’t have, other than to tell you that
this administration strongly supports the efforts of those that want
to associate with unions and collectively bargain.

Senator SHELBY. And what if they don’t want to associate with
them?

Secretary SoLIS. They have those rights, as well.

Senator SHELBY. Do they support that, too?

Secretary SoLis. I believe so.

Senator SHELBY. I hope so.

Secretary SOLIS. I believe so. Yes.
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JOB CORPS PROGRAM

Senator SHELBY. I want to get into the Job Corps, if I could, in
my limited time. Job Corps is the Nation’s largest vocationally fo-
cused education and training program for disadvantaged youths.
For the year 2012, the administration included $1.7 billion for Job
Corps. I'm concerned about the lack of clear metrics within the De-
partment for evaluating Job Corps. It’s my understanding the Job
Corps Program has not had a rigorous evaluation since the
Mathematica administrative data study concluded in 2003, 8 years
ago. And that study concluded that the program’s cost exceed its
benefits.

Further, according to a study published in the American Eco-
nomic Review in 2008 entitled, “Does Job Corps Work?”, Job Corps
participants were less likely to earn high school diplomas, accord-
ing to this study, and earned an average of only 22 cents more an
hour than nonparticipants. The study even showed that the pro-
gram had no effect on college attendance or completion.

These are disturbing statistics, given that the Federal Govern-
ment spends an average of $27,000 per Job Corps participant over
a 9-month period. As we all know, for $27,000, a person could earn
their associate’s degree or attend several years at a university
somewhere in America.

Madam Secretary, what are your thoughts on the justification for
spending $1.7 billion on a workforce training program that has few,
that I see, published results, and clear problems with management
of taxpayer funds? What’s your defense of that?

Secretary SOLIS. Senator, first of all, I'd like to tell you that I am
a strong believer of the Job Corps Program. And since I have been
in charge of the program in the last 2 years, we have made, I
think, some tremendous strides in trying to make sure that we do
provide the metrics and evaluation. And I would tell you that, yes,
that last review that you talk about that was done in 2001, it’s un-
fortunate that, in the past 10 years, or so, that there wasn’t a clos-
er look at what the metrics are.

But, I would tell you that what we are doing now is instituting
more evaluation from within our own program. And I would tell
you that, in program year 2009 through June 2010, 20,000 stu-
dents attained high school diplomas in—and their general equiva-
lency diploma (GED), 30,000 students completed career and tech-
nical training in 11 high-growth areas.

b Senator SHELBY. What’s the percentage of that? That’s good,
ut

Secretary SoOLIS. Seventy-six percent of—in 2009, were—grad-
uates were placed in employment, or some chose to go in the mili-
tary.

Senator SHELBY. Okay.

Secretary SOLIS. So, we are doing a better job. But, I realize that
one of the goals that we have to look at here is, What career are
these folks going into?—not just a job, not just a part time, or not
just a minimum wage job, but also a career. So, we've instituted,
I think, a whole platform to have them look at renewable energy—
green jobs. We can transition from construction into a new hybrid
technological area.
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And it’s hard, because these students are the ones that—our soci-
ety, or maybe their families, have failed them. And I would tell you
that, in many instances—and I know Senator Cochran might
agree—that these students—young people—not all of them are
young, some of them are 21, 24 years old—have stepped up, in
many ways, when there’s disasters. When Katrina happened, I
know some of them were out there helping to rebuild homes

Senator SHELBY. Yeah.

Secretary SOLIS [continuing]. For even people who were less for-
tunate than themselves. And I look to these students as our future
leaders, many who have transformed their lives, many who have
served—even in my own office, have come and have shared their
talent and skills with us. And I think that, in many cases, it’s a
well-kept secret. Yes, we could make improvement with Job Corps.
But, we should not somehow push aside the enormous resource
that we have with these young people. We only have 124 centers.
And, at best, there hasn’t been sufficient funding to help make
them more effective and more, how could I say, directed toward
those good careers that we all know that they can be a part of.

Senator SHELBY. Well, I want to—I'm not proposing we abolish
Job Corps. I'm thinking, in trying to work with you and Senator
Cochran and others, to improve it. Because, I know it does do some
good. And I know, for a lot of people, it’s their last hope. But, we
can always improve it.

Secretary SOLIS. Absolutely.

Senator SHELBY. I hope you're committed to that.

Secretary SoLis. I am. I am, sir. And I would love to be able to
visit with you——

Senator SHELBY. Absolutely.

Secretary SOLIS [continuing]. And one of our Jobs Corps cen-
ters

Senator SHELBY. Thank you.

Secretary SOLIS [continuing]. So that we can look at those things
together.

Senator SHELBY. Thank you, Mr. Chairman.

Secretary SoLis. Thank you.

Senator HARKIN. Thanks, Senator Shelby.

Senator Cochran.

Senator COCHRAN. Mr. Chairman, thank you.

Madam Secretary, welcome to our subcommittee. We appreciate
your being here to discuss the budget request for the programs
under the jurisdiction of your Department.

JOB CORPS CENTER, GULFPORT, MISSISSIPPI

Mentioning the Job Corps center reminds me that, in Hurricane
Katrina, we had a devastating hurricane, as you recall, and every-
body does, that struck the gulf coast area of the country. And our
Job Corps center in Gulfport, Mississippi, was totally destroyed.
And so, we had a lot of displaced people who had been working
there and living there. Progress has been made, but I wonder
whether or not you can give us some idea about when the construc-
tion, or reconstruction, of that center might be completed. We had
heard 2012. Now we’re hearing it might be delayed well over into
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2013 or 2014. What is the latest information you can provide the
subcommittee with on that subject?

Secretary SOLIS. Yes, thank you, Senator Cochran. I would just
say that, at the Gulfport center, students, as you know, have al-
ready been enrolled. So, we have about one-half the number of stu-
dents that we could handle there. That’s about, I believe, 145 that
are currently there and enrolled. We know that we have to con-
tinue to build out the rest of the facility, which is going to take us
some time. We believe that we’re making progress on the perma-
nent construction. That’s what you’re talking about. And I can
see—possibly by mid-August of this year, we should be able to see
that permanent dormitory established there that I know you're con-
cerned about. The rest of the center, the design will probably be
complete in another 2 years—2 to 3 years, unfortunately. But, it
remains a focus of what our efforts are there. And believe me, I will
keep you up to date, and my staff will. And I'm just excited that
we're able to serve with those 145 students that are currently on
campus.

Senator COCHRAN. We appreciate your personal attention to that
and the leadership that the Department is providing to get that
back into operation as soon as possible. Thank you.

YOUTHBUILD PROGRAM

There’s another program, that I was curious about your assess-
ment of it, called “YouthBuild.” And it’s targeted to younger work-
ers. It’s a training program but a workforce development program
all at the same time. It gives high-risk youth opportunities to de-
velop occupational skills with vocational training as they work.
Could you tell us what the program is achieving, if it’s working?
Do we continue to support it under your budget request?

Secretary SoLIs. Thank you, Senator Cochran. I am delighted
that, through the YouthBuild Program, and especially the funding
that we received in the last two cycles, have been able to help us
focus better on providing better certificates and measurements for
student success. And one of the highlights, I think, of our effort has
been to really infuse technology. So, whether it’s healthcare, IT, or
whether it’s renewable energy, changing the focus, in some ways,
from construction to renewable energies. And I've actually been
able to see this on the ground, where young men and women—and
I'm delighted to say “women”—are getting enrolled in these pro-
grams and really learning the crafts, the crafts that will help pro-
vide them with better training, better skills, and giving them a job.
And most students that enroll in the program are tied in, typically
with either an apprenticeship program, in some cases, and in some
cases, with a business developer in construction, that will hire
those individuals up as rapidly as they’re trained.

So, I would say to you that the program—actually, I would love
to see it expanded, because I think it is well worth our investment
there. And I know that many people, again, that come into that
program sometimes are the hardest ones to serve, because they
may not have completed their high school education. Some may not
be as motivated as others. And once they find collegiality amongst
their other peers, they then become competitive with themselves.
And T've seen them develop leadership skills and actually work in
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new industries that are actually going to help to bring back our
economy, especially when it comes to conservation and restruc-
turing and retrofitting of some of our aged housing and commercial
buildings. I see a lot of them that are very enthusiastic about the
program.

Senator COCHRAN. Thank you. I'm also advised there’s other good
news from my State. One program, in particular, the on-the-job
training provided under the Workforce Investment Act, has been
particularly successful in Mississippi. And I wanted to pass that
assessment from my staff on to you, and thank you for the leader-
ship on that.

OFFICE OF DISABILITY EMPLOYMENT POLICY

And Disability Employment Service is another area where I
think the Department is making important contributions. That’s a
well coordinated effort, I'm told, providing those with disabilities
rehabilitation services, encouraging them, monitoring their
progress. Some of the highest rates of rehabilitation in the country,
at over 70 percent, are being observed under that program. It’s the
Disability Employment Initiative.

Secretary SOLIS. Yes.

Senator COCHRAN. And I thank you for your leadership in that
area, as well. Are you familiar with those reports?

Secretary SoLIS. Yes, I am. Yes, I am. And I want to thank the
chairman and this subcommittee for supporting the funding for
that program. And it continues, I think, to be something that really
is refreshing, because it helps to shine a light on the fact that the
disabled community has been underrated. In fact, what we’re find-
ing, from our own assessments, is that they tend to perform better
in the workplace. And we are losing out, as a country, if we don’t
utilize the skills and talents that they have.

So, we know that good models exist in Iowa and other States,
and we want to continue to build that out. Under the leadership
of my Director for ODEP, Kathy Martinez, she has been tremen-
dous. You know, she is—I call her one my Charlie’s Angels, who’s
been out there, really helping to fight, and really parlay the impor-
tance of providing the disabled community with the tools that they
need. They’re not asking for a handout. They’re asking for a hand
up, an ability to be able to work in different employment situa-
tions. And when we find employers that are willing to do that, they
are going to make those businesses shine. And we've seen it al-
ready evidence. And I'm very delighted that, through the leader-
ship of this chairman, that we’re looking at expanding this effort,
also, to include our one stops. So, there are one-stop centers. We
have 3,000 of them. We’ll also start looking at how we can better
serve that population and address their issues, up front.

Senator COCHRAN. Thank you.

Thanks, Mr. Chairman.

Senator HARKIN. Thanks.

Senator Brown.

Senator BROWN. Yeah. Thanks, Mr. Chairman.

Welcome, Madam Secretary.
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AFRICAN-AMERICAN UNEMPLOYMENT

Talk to me about African-American unemployment. African-
American unemployment is 16 percent—official unemployment. We
know it’s higher than that, almost twice the white unemployment
rate of 8.7 percent. What is DOL doing specifically to address the
endemic, long-term very serious problem of black unemployment?

Secretary SOLIS. It’s a very serious problem, Senator. And I know
it’s one that we care a lot about.

I recently visited Ohio and several States there, and met with
several faith-based leaders to talk about how we can begin, in a
better way, to target our funding and our proposals. One thing I
will tell you is that we, under the ARRA Program, were able to tar-
get about $150 million in career pathways out of poverty, targeting
communities that have unemployment rates above, say, 50 percent.
Those went into particular communities of color. We continue to
also provide reintegration programs for ex-offenders. It’s something
very important. And with our YouthBuild Program and our Job
Corps Program, I think it’s safe to say that about 40 percent to 60
percent are African-American.

We need to do more, obviously. And we do need to have assist-
ance, in terms of providing them with the job training opportuni-
ties that will put them into good careers that won’t just lead to a
paycheck, but a career. And I think that’s what we’re trying to do
in some of our new rollout of programs.

We just announced, for example, in the H1B Program, through
fees that we received, $240 million in grants that will go out to
help dislocated workers, but also working with industry to help
provide new technical training to their current incumbent workers,
hopefully open up that slot to allow for a dislocated worker. Hope-
fully, it will be those in those communities most distressed. So,
that is going to be our focus for that particular program.

But, we continue to work with our community colleges, our work-
force investment boards, and with the faith-based community to
see how we can better improve the status of African-Americans.

But, again, one of the things I have to tell you—and you know
this better than I—is that one of the things we have to do is aspire
for higher education. That’s why the President has talked a lot
about providing opportunities for Pell grants, for assistance, for fi-
nancial aid, so that individuals can receive a community college de-
gree and hopefully get better training, because it is a more com-
petitive workforce.

2012 BUDGET RESOLUTION PASSED BY HOUSE

Senator BROWN. Thank you. You mentioned Federal job training
programs, WIA, and other things. The—I'm concerned, with the
2012 budget resolution that passed the House, the consolidation of
multiple programs serving a range of populations—minorities, vet-
erans, individuals with disabilities, dislocated workers, at-risk
youth—into a single, one-size-fits-all voucher program, and squeez-
ing those programs to the point of tens of billions of dollars, over
the next 10 years. Does the administration share the view ap-
proved by the House, that now is the time to significantly reduce
investments in workforce training? Is that something that you op-
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pose? Would you talk to us about, you know, sort of a critique of
that, and what direction you think we should go in, if you disagree?

Secretary SoLIS. Well, Senator, as you know, the President and
the debate right now is about working within our means. And that
obviously is something that we do take serious. And we did take
that step in this budget.

And I would say to you that we have attempted to keep the in-
tegrity of our programs in place. As the President said, we don’t
want to hurt the innovation, the ability to not be able to compete,
and the fact that we have to keep our vulnerable communities front
and center.

So, I would say to you that my personal commitment is to try to
keep the integrity of these programs in place. I realize, as a former
member, like yourself, that we don’t have the luxury of being able
to cut back on these very vital programs that help provide people
the ability to get back to work. There are so many people that are,
how could I say, feeling let down, that they don’t have an oppor-
tunity to get a job right away. And those are the very folks that
we have to keep in place. Those are the very folks that we have
to make sure that they receive training, that they go to our one-
stop centers and they keep engaged. Because, the farther they are
away from that ability, an employer, chances are, will not want to
hire them up. And we’ve seen that evidenced already in the work-
place, where actually employers are saying, if someone’s been out
of work more than 6 months or 1 year, they may not be the first
person that they’re going to look at, in terms of their résumé. So,
I'm very concerned about this.

Senator BROWN. My last—thank you—my last question, Mr.
Chair.

EXPANSION OF TRADE ADJUSTMENT ASSISTANCE

Madam Secretary, the administration did something very impor-
tant, many things very important, in the Recovery Act. Specifically
what I want to talk about, just for a moment, is the expansion of
trade adjustment assistance to expand it, not just to the service in-
dustry, but to—I mean, not just to manufacturing, but service and
those job layoffs and retraining in—where not only—not exclusively
with countries with whom we had a free trade agreement. That—
you know, we were able—it was in effect til the end of December
of this past year; we were able to get a 6-week extension with—
you know, the—late in December, as you know. And you helped us
with that. But, this—the expanded TAA eligibility lapse for service
workers and workers who lost their jobs in—as a result of——

Secretary SoLis. Right.

Senator BROWN [continuing]. Of job loss in countries with whom
we didn’t have a free trade agreement, that—so, what’s the Depart-
ment doing? Is the Department, now that that’s lapsed—I—number
one, I'd like the administration to take a stronger position on TAA.
You know, some people have called TAA “funeral expenses” for
these trade agreements, frankly. But, at least TAA is something.
And now we don’t even have TAA for these workers that have lost
their jobs because of trade agreements that were wrong-headed. I
remember your work in the House against some of them—CAFTA
and some others. What—is the administration going to speak more
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forcibly—forcefully on the extending of TAA and extending of the
health credit—the HCTC, health care tax credit? And what are you
doing, in terms of processing these applications, when the pro-
gram—the expansion of the program is expired on TAA?

Secretary SoLis. Well, Senator, we are very concerned that there
was not a decision to extend the TAA Program. And it is of great
concern. And it is affecting many dislocated workers at this time.
And I do believe that the program is worthy of being reinstituted,
because I know it does make a difference, especially for people from
the Midwest, in your case, your State, and other places where
we've seen industries leave our country and go to other places,
where it has made a difference to help provide as a safety net for
people to transition into new jobs. I saw it happening, time and
time again, these last 2 years, especially in the automobile indus-
try. We saw a lot of dislocated workers that received this assistance
and were able to make the transition quickly to get higher skills
or healthcare coverage and be able to make that transition.

And as you know, that story, I think, is a good story, especially
with the automobile recovery, where we’ve seen that now GM,
Chrysler, and those folks have been able to put back some lines of
assembly and also put people back, and they've paid back their
loans.

But, TAA is very important. That discussion has to go on. I un-
derstand there are individuals that still have questions about it
and are trying to tie that in with other trade agreements. I would
hope that the—that this body would do the right thing and extend
it on its own, if possible. But again, that is not something that I
can determine.

Senator BROWN. Well, but we——

Secretary SOLIS. But, I wholeheartedly support it.

Senator BROWN. Thank you. But, we need the administration to
speak much more forcefully than they have on the importance of
TAA. You weren’t absent, as an administration—and I know your
personal feelings on this—you weren’t absent, last December, on
this, but you weren’t nearly as vocal as an administration that
stands for workers and stands for retraining and stands for an in-
dustrial moving forward that we have not done so well, in the last
few years, on. So, that’s a plea to you.

Thank you, Madam Secretary.

Senator HARKIN. Thank you very much, Senator Brown.

Senator Shelby.

Senator SHELBY. Mr. Chairman, I have a couple of questions, and
then I have a number for the record. If I can ask the rest of them,
after I ask these two, for the record, I'd appreciate it very much.

GAO REPORT

Madam Secretary, I want to go back into some of the GAO re-
ports. In January, the GAO released a report on multiple employ-
ment and training programs, and the report stated, and I'll quote,
“Little is known about the effectiveness of the employment and
training programs we identified because only five reported dem-
onstrating whether outcomes can be attributed to the program
through an impact study, and about one-half of all the programs
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}(1}5278 not had a performance review since 2004.” That was the

Despite unemployment being at 8.8 percent, officially, the De-
partment of Labor, it’s my understanding, has not taken action to
address its ineffective programs. In fact, based on the GAO survey
of Department of Labor officials, only 5 of 47 programs have stud-
ies that assess whether the program is improving employment out-
comes.

Madam Secretary, how do you respond to these troubling issues
identified in the GAO report? And, if you want to, you can answer
that for the record.

Secretary SOLIS. Thank you, Senator. I would just say to you, as
I mentioned earlier, that the report that was—that you’re citing
was done in the previous administration, was supposed to be com-
pleted, I believe, at that time. That’s why I signed a contract so
that we could continue to do our own evaluation and have that
done, which began in 2009.

[The information follows:]

DEPARTMENT OF LABOR’S PERFORMANCE MEASURES

Nearly all of the Department of Labor’s two dozen employment and training pro-
grams include strong accountability features and performance metrics on employ-
ment, retention and earnings measures. We are strengthening our accountability
further, as demonstrated by the Departmental 2011-2016 strategic plan, which
places an increased focus on performance-based management. Performance meas-
ures are being reassessed for consistency across programs throughout the workforce
system to promote better outcomes for individuals of all skill and need levels, par-
ticularly those who are not yet ready and able to move quickly into a good job. We
believe that workers and employers should have ease of access to information about
past participants’ outcomes, to make informed decisions about which programs are
most likely to meet their needs.

In addition to the annual employment and training performance reviews con-
ducted at the Federal, State, local and training provider levels, the Department has
been working diligently over the past 2 years to restore the rigor of our evaluation
studies. Specifically, I established the Chief Evaluation Office (CEO), which was
staffed in May 2010. The purpose of this office is to coordinate the Department’s
research and evaluation agenda in order to increase its capacity to conduct high
quality, rigorous evaluations.

Further, the GAO has noted in a recent March 2011 report the marked improve-
ment in the dissemination of research reports by the Employment and Training Ad-
ministration under my leadership at the Department of Labor. The GAO noted that,
“The 34 research reports published by ETA in 2008 took, on average, 804 days from
the time the report was submitted to ETA until the time it was posted to ETA’s
research database. By contrast, from 2009 through the first quarter of 2010, the av-
erage time between submission and public release was 76 days, which represents
a more than 90 percent improvement in dissemination time compared with 2008.” 1

Also, since 2009, approximately half the evaluations the Employment and Train-
ing Administration (ETA) has funded have been rigorous, random assignment im-
pact evaluations. These include the Workforce Investment Act (WIA) Gold Standard
Evaluation of the Adult and Dislocated Worker Programs (WGSE), the YouthBuild
Impact Evaluation, the Reintegrating of Ex-Offenders Random Assignment Evalua-
tion, the Impact Evaluation of Green Jobs, Health Care and High Growth Training
Grants and the Transitional Jobs Impact Evaluation, all of which will examine net
impacts on employment, retention and earnings, and include benefit-cost analyses.
ETA was able to fund these evaluations through an increase in fiscal year 2010 ap-
propriations and the large one-time infusion of funds made available to the Depart-
ment through the American Recovery and Reinvestment Act of 2009.

While rigorous random assignment impact studies, such as the WGSE, provide
the most credible information on program effectiveness, these are also highly re-

1U.S. Government Accountability Office, “Employment and Training Administration: More Ac-
tions Needed to Improve Transparency and Accountability of Its Research Program,” March
2011, p. 26.
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source intensive and take a range of 3 to 7 years to implement and complete. Mind-
ful of the statutory responsibility for evaluation, and to address the knowledge gap
until the WGSE results are available, in 2009 the ETA released the results of a
quasi-experimental net impact evaluation of the WIA Adult and Dislocated Worker
programs.? This study uses the next-best methodology when random assignment is
not available. This evaluation found positive long-term earnings impact for both pro-
grams, though the impacts were more substantial for the Adult program than for
Dislocated Workers. ETA plans to publish interim findings of the WGSE in 2013,
and the final report will be available in 2016, although this schedule is dependent
upon continued appropriations for the evaluation of WIA programs.

Secretary SoLIS. The results of that study——

Senator SHELBY. Is this ongoing?

Secretary SOLIS. Yes. And that will become available in 2013. It
does take time, because——

Senator SHELBY. It does.

Secretary SOLIS [continuing]. You're looking at different factors.
But, nevertheless, since I've been here, we have begun this evalua-
tion.

Senator SHELBY. Have you seen some of the preliminary work?

Secretary SOLIS. Not necessarily

Senator SHELBY. Not yet?

Secretary SoLIS. No. But, as I said earlier, that some of the re-
sults that we have seen from our own evaluation, our in-house,
shows that during the program year June 2009 to June 2010, 76
percent of our workers exiting the WIA dislocated program, and 69
percent of the workers exiting the adult worker training, found a
job within 3 months. And after that—and that—and I think those
are good statistics——

Senator SHELBY. That’s good.

Secretary SOLIS [continuing]. Considering a bad economy, when
you're finding four

Senator SHELBY. It’s tough.

Secretary SOLIS [continuing]. To five people are competing for
one——

Senator SHELBY. It’s tough out there with skills, right now.

Secretary SOLIS. Yes.

Senator SHELBY. We understand that. But, my interest is prob-
ably—coincides with yours, that we want these programs to work.
And we have to measure them. And if they don’t work, we figure
out something that will work. Because, the end game is to get peo-
ple back to in the employment. Is that right?

Secretary SoLIS. Yes. And, Senator, I would say that one of the
things that we need to focus on is reauthorizing WIA, because
that’s really going to help us. What I've heard, time and time
again, is that this is an old system that has to be restructured. It
has to look at new segments, regional issues, and really look from
the bottom up, not from the top down.

Senator SHELBY. I think we know somebody that deals with au-
thorization close to us today.

TRANSITION ASSISTANCE PROGRAM

If I could, I’d like to get into another program, the Transition As-
sistance Program. The unemployment rate for veterans of the wars

2The Workforce Investment Act Non-Experimental Net Impact Evaluation: Final Report may
be found at ETA’s Research Publication Database Web site.
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in Iraq and Afghanistan rose to 15.2 percent in January 2011
which is well above the official national rate of 8.8 percent. This
is the highest rate recorded since the Bureau of Labor Statistics
began tracking this data in 2006. And these are our veterans, re-
cent veterans.

Madam Secretary, are we doing all we can to assist our veterans,
particularly as they attend the Transition Assistance Program
classes prior to discharge from the military service? It’s my under-
standing that the Transition Assistance Program, which the Labor
Department administers for the Department of Defense, was re-
cently revised; its first substantive revision since the first gulf war.
Is there data or any information yet on whether the revised pro-
gram is actually helping veterans find jobs, particularly 21st cen-
tury jobs that will sustain them—in information technology,
health-related professions, and the energy industry—jobs that are
meaningful?

I believe we owe our veterans a lot. And I'm sure you’d share
this.

Secretary SoLIS. I couldn’t agree with you more, Senator. And,
as a former House member, this was one area—while I didn’t sit
on that committee—I was very concerned with the training and the
TAP program. That’s why I asked my Assistant Secretary, Ray Jef-
ferson, who runs that division, to take a keen look at what was
going on there. And what we found was that, yes, there hadn’t been
evaluations. There weren’t any metrics to really identify the people
that went through the process, if they really found employment.

We’re doing a better job. We're investing money. We have a
whole evaluation and a request for proposal to look at how we can
improve the program. We have new partners. And I'm happy to re-
port that we even have engaged outside entities like the U.S.
Chamber of Commerce, who has agreed to help us identify opportu-
nities for employment, something that should have happened 10
years ago. This program was neglected for the last 8 years. I admit
that. I wasn’t here——

Senator SHELBY. I know you weren’t.

Secretary SOLIS [continuing]. For all that time. But, I can tell
you that one of the concerns that this administration has is making
sure that we don’t just help that soldier, male or female, but we
also help the family. Because, the family can also help provide as-
sistance

Senator SHELBY. Absolutely.

Secretary SOLIS [continuing]. If they’re given the right tools and
information. Training, especially for wounded warriors—very im-
portant. I've seen some tremendous programs that have come out
of efforts, that identify good careers. For example, helmets to hard-
hats, where actually an individual can go in through a training and
apprenticeship program, and then, after they leave and are dis-
charged, can actually continue in that program in their State, and
then be hired up almost immediately, making a six-figure salary.
And that, to me, is something that we ought to be expanding and
looking more at.

I'm looking forward to working with the Department of Defense
(DOD)—and we have, with the Veterans Administration (VA)—to




174

improve upon these services. This couldn’t be one of the most, if not
one of the most important areas that I often look at.

WOMEN VETS

And I'm particularly concerned about returning women vets.
We’ve had a number of women, young women who’ve gone in, who
are also faced with a lot of challenges, one that isn’t easily identi-
fied when they come back home. Many have been through different
posttraumatic stress and also need our help. Many are not apt to
identify, in many cases, that they are veterans, as well. Because,
when you find them, in some cases, homeless or in a shelter, they
won’t say that they were a vet, because they feel ashamed. And we
have to remedy that. And we have to let everyone know that——

Senator SHELBY. They should be proud.

Secretary SOLIS [continuing]. They're needed, that they're need-
ed.

Senator SHELBY. They should be proud of what they’ve done. And
you’re absolutely right that if we can get them back in the work-
force, it will help them readjust to civilian life, because they’ve
gone through a heck of a lot.

Secretary SOLIS. Absolutely.

Senator SHELBY. Thank you, Mr. Chairman.

Senator HARKIN. Thank you, Senator Shelby.

JOB CORPS EVALUATION

Madam Secretary, I don’t have any other questions, just, again,
a follow up on what Senator Cochran talked about earlier. You had
an exchange with him on the Job Corps, I believe. And I think Sen-
ator Shelby asked a question about the efficiency and effectiveness
of Job Corps. Yes, it does cost $27,000 per person. But, let me give
you one example of a young woman that I know that was in our
Job Corps center in Dennison, Iowa.

Our Job Corps center in Dennison, lowa, was the first in the Na-
tion, by the way—oh, this has been 20-some years ago—that actu-
ally added a facility whereby young single mothers could come and
bring one or two children with them, and be housed there in a safe
environment. They have a Head Start program right there for
these kids, plus the healthcare benefits and things like that, that
accrue to them.

You take a young single mother who dropped out of high school
when she was about a sophomore, had some unfortunate things
happen to her, is now 18, 19 years old, two children and no hope,
no family, no structure, and headed toward a life of drugs and
crime. She gets sent to the Job Corps center. Her kids have a great
place to stay. They're in a Head Start program and she’s in a pro-
gram where she’s going to get her GED, and then she’s being
trained for a career. She sees a future ahead of her now. She has
all the hope and all of the kind of internal support mechanisms she
needs to go out there and do something.

Does that cost $27,000 a year? You bet it does. But, the cost to
society of not doing that, I submit to you, will be 10, 20, 30 times
that much—the cost to society—if we don’t do that.
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RETURN ON INVESTMENT

So, I know Job Corps. You look at it and you wonder about the
rate of return on investment, as they say, and things like that. But,
I don’t mind an indepth look. I think we should have it evaluated.
I agree with you on that. If there’s places that can be tightened up,
it should be done. But, in certain cases, this is just going to be—
it’s not a quick fix. Some of these young people are just not a quick
fix. And it takes some time.

But, it’s been my experience, with the Job Corps centers over the
last 30 years, as a Congressman before this, that sure, there are
obviously those that don’t make it. There are those that drop out,
and don’t make it. But, I would say, the success rate that I have
been able to see has been tremendous. And what they do in the
local community and the local businesses and the synergism, the
inner workings with these kids and young people in the Job Corps
centers with the local business community, and how they work
things out, it’s just been for a rural area, it’s been quite a thing
to see.

So, I just—again, count me as a great supporter of Job Corps. I
don’t want to turn a blind eye to things that need to be done to
make it more effective. And I hope we can work together, and work
in a bipartisan——

Senator SHELBY. Absolutely.

Senator HARKIN [continuing]. Fashion to do that.

Senator SHELBY. We want the end result, don’t we?

Senator HARKIN. And we want the end result. Exactly right. Ex-
actly right.

So, Madam Chairman, thank—or, Madam Secretary, thank you.

Secretary SoOLIS. Thank you both. Thank you. I thank the sub-
committee.

And I do want to work with you on evaluation. I think that, yes,
we are in hard budget times. We realize that. But, I think, again,
if we can preserve the quality of the intent of these services, and
help those people that really deserve the help, I think——

Senator HARKIN. Yeah.

Secretary SOLIS [continuing]. We're on the same page.

Senator HARKIN. I'll just add one other thing to my good friend—
and he is a great friend of mine—Senator Shelby—is that we are
working on WIA. We’ve been working on it for a long time, even
before I was chairman. And hopefully, we’re going to have a bill
this year.

Secretary SoLIS. Good.

Senator SHELBY. If I could, Mr. Chairman, I just want to reem-
phasize that we all—Senator Harkin was relating some examples
of where Job Corps really works with people and everything—that’s
what we all want. We want to help these people, because if we
don’t help them, as he’s pointed out, they will be—a lot of them will
be in trouble. They will be on welfare for most of their life, if not
in prison. I won’t say everybody, but so many of them. And this is
a chance to help them. We just want to make sure that the pro-
grams are working. Let’s pump them up. If theyre not working,
let’s find out why they’re not working.

Secretary SoLIs. Right.
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Senator SHELBY. Because, the need for people—and the help is
going to be there—we just want the program to work.

Senator HARKIN. Absolutely.

Secretary SOLIS. Thank you.

Senator SHELBY. Okay.

Senator HARKIN. Amen.

ADDITIONAL COMMITTEE QUESTIONS

Secretary SoLIS. Thank you both. Thank you. It’s a pleasure.
Thank you.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR TOM HARKIN
EMPLOYEE BENEFITS SECURITY ADMINISTRATION

Question. Since fiscal year 2009, the Employee Benefits Security Administration
has created efficiencies in its programs, eliminated lower-priority spending and real-
ized other cost savings. What additional steps will EBSA complete in fiscal year
2011? What is proposed in the fiscal year 2012 budget request?

Answer. Our new paperless participant complaint intake system is scheduled to
become fully operational by the end of fiscal year 2011. Currently 92 percent of in-
quiries and complaints handled by our Benefit Advisors (BAs) are received by
phone. We will encourage the use of our new electronic intake process which will
be more efficient for the BAs and will be more user friendly for the public. When
the paperless system is operational, all participant inquiries/complaints regardless
of how they are received will be managed electronically. Currently, participants can
submit inquiries electronically; however, the submission does not auto-populate the
inquiry database and make assignments to the appropriate office for handling. The
new system will more efficiently direct electronic inquires to a Benefit Advisor in
the appropriate office and transmit the response for electronic approval and clear-
ance. The system will provide basic contact information for the participant and the
subject of the inquiry/complaint that will auto-populate our tracking system. The
new paperless system will include standard language paragraphs to be used in cor-
respondence when responding to all types of participant inquiries and will include
an e-mail wizard that will allow us to more efficiently contact the participants and
plan sponsors to resolve complaints. This will substantially improve the efficiency
of the overall Participant Assistance Program.

By the end of fiscal year 2011, EBSA will have implemented a new call manage-
ment system and web-based reporting tool throughout its regional offices. This sys-
tem helps EBSA to achieve performance measure targets through more efficient
workload management. Also, it allows EBSA to handle more live calls, reduces hold
times and dropped calls, and provides managers with real time performance data
in order to adjust duty roster schedules. Answering calls live ensures contact with
the participant and is more efficient by eliminating call-backs, voice mail messages,
atr‘lfd c111st0mer service complaints to Congressional offices, DOL managers and other
officials.

The EBSA reporting compliance program is continuing to adapt to the new
EFAST2, wholly electronic, Form 5500 processing system which became operational
in fiscal year 2010. The new EFAST2 makes Form 5500 data available faster—with-
in 24 hours of a filing being made. Consequently, EBSA is able to analyze and re-
view data on a “real time” basis and then apply a customized approach in targeting
filings with significant errors.

Question. What will the Employee Benefits Security Administration achieve in
terms of workload and performance in fiscal year 2011?

Answer. The fiscal year 2011 information and data provided in the fiscal year
2012 congressional budget justification was based on an annualized continuing reso-
lution at fiscal year 2010 enacted appropriations. While the final fiscal year 2011
appropriation approximated these funding levels, the delay in appropriations creates
challenges in achieving workload and performance goals. At this point, we expect
the performance for the Employee Benefits Security Administration (EBSA) to differ
from the fiscal year 2011 information in the fiscal year 2012 congressional budget
justification as follows:
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Original fiscal )
Workload measure yﬁg;f?glﬁycoarr' Flscar\extiesagdZOII Difference
year 2012 CBJ
Civil Investigations Processed 3,282 2,900 —382
Criminal Cases Processed 247 200 —47
Participant Inquiries (Field) 246,000 233,000 —13,000
Participant Inquiries (NO) 10,000 12,000 +2,000
Indictments 84 82 -2
Compliance Seminars 10 6 —4
Regulatory Projects 237 250 +13
Individual Exemptions 122 130 +8
Section 502(1) Waivers 15 6 -9
Exemption Processing Time 301 430 +129

All remaining fiscal year 2011 workload estimates remain as presented in the fis-
cal year 2012 CBJ.

Question. The Department has proposed a new regulation defining “fiduciary”
under the Employee Retirement Income Security Act of 1974. What benefits would
the proposed regulation have for employers—especially small employers—that spon-
sor retirement plans?

Answer. Investment advisers have assumed an increasingly important role in
helping employers, especially small employers, choose an appropriate menu of in-
vestments choices for 401(k) plans and in advising employees and IRA holders on
how to allocate their individual account balances. Although ERISA specifically pro-
vides that investment advisers may be fiduciaries, and employers and employees
often rely heavily on their advice, advisers often have no accountability for their rec-
ommendations because the Department’s current regulation stipulates a five-part
test which makes it easy for these advisers to avoid fiduciary status.

The Department’s proposal would address this problem by providing that those
who purport to give impartial investment advice for a fee will be held to ERISA’s
fiduciary standards of prudence and loyalty, and preventing them from using com-
pensation arrangements that conflict with these duties. Small business owners, in
particular, are often not equipped to make plan investment decisions on their own.
In selecting appropriate plan investments and investment options for their employ-
ees, small businesses depend on impartial expert advice. The Department’s proposed
regulation will give these employers recourse against advisers who fail to uphold the
standards of a plan fiduciary.

>

WAGE AND HOUR DIVISION (WHD)

Question. The fiscal year 2012 budget identifies savings related to the operation
of a toll-free employer compliance assistance call center. Please describe how this
proposal will achieve the identified savings with at least the same level of services
currently provided.

What steps will WHD complete in fiscal year 2011 that create efficiencies and re-
alize other cost savings?

Answer. In order to improve the ability to provide timely and accurate customer
service at each of the more than 200 offices nationwide, the Wage and Hour Division
(WHD) is in the process of implementing a telephone system with automated call
distribution and integrated voice response technology. Once all new hardware and
software are fully deployed in fiscal year 2011, WHD will be better able to route
calls for more efficient transfers and referrals, manage staffing needs to be more re-
sponsive to callers, record and monitor calls for quality and training purposes, and
collect and analyze telephone usage statistics.

With the full implementation of the new computer telephony system, WHD will
be able to provide better and timelier service to the public, and at lower cost than
it did with the call center.

Quest;‘on. What additional cost savings are proposed in the fiscal year 2012 budget
request?

Answer. The fiscal year 2012 budget request indicates program decreases for Em-
ployment Compliance Assistance and the Call Center of $2,290,000 and 12 FTE.
Over the last 2 years WHD has hired additional in-house technicians who can an-
swer calls more effectively and accurately and as noted above, WHD is already in
the process of upgrading its own telephone infrastructure in order to improve the
ability to provide timely and accurate customer service at each of the more than 200
offices nationwide.
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Question. What will the WHD achieve in terms of workload and performance in
fiscal year 2011?

Answer. The fiscal year 2011 information and data provided in the fiscal year
2012 congressional budget justification was based on an annualized continuing reso-
lution at fiscal year 2010 enacted appropriations. At this point, we expect the per-
formance for the Wage and Hour Division (WHD) to be consistent with the fiscal
year 2011 information in the fiscal year 2012 congressional budget justification.

With the additional investigative resources added to the agency over the past 2
years, the WHD expects an increase in the number of compliance actions that it is
able to complete in a fiscal year. For example, WHD estimated a 20 percent increase
in the number of concluded compliance actions for fiscal year 2011, or approximately
5,400 additional cases above the 26,500 completed in fiscal year 2010. The newly
hired investigators have now completed much of their basic training requirements,
and as a result, are contributing to the agency’s investigation production numbers.

WHD also expects to see an increase in the number of directed investigations that
it completes in fiscal year 2011—particularly in high risk industries, i.e., those in-
dustries with high minimum wage and overtime violations and among vulnerable
worker populations where complaints are not common. WHD’s fiscal year 2011 di-
rected investigations are being concentrated in the agricultural, construction, and
hotel/motel industries and in specific program areas. The program areas include the
FLSA Section 14(c) program in which employers are certified to employ disabled
workers at wages below the Federal minimum wage and the Davis-Bacon and re-
lated Acts and Service Contract Act government contract programs. WHD offices are
also conducting directed investigations in industries in which young workers are
employed and at risk of injury. In fiscal year 2011, WHD will complete a pilot study
related to H-2B compliance in the resort segment of the hotel/motel industry. The
agency will also examine compliance in the residential construction sector.

Finally, WHD has revised its Davis-Bacon wage survey processes to improve the
quality and timeliness of wage determinations published by the agency. WHD, for
example, is now utilizing State prevailing wage determinations as the basis for
issuing more current highway wage rates. This change, coupled with improvements
to the survey process, has positioned the agency to complete during fiscal year 2011
all 26 surveys that were initiated in 2010.

Question. According to the preliminary results from the WHD’s 2010 review of the
authority established under 14(c) of the Fair Labor Standards Act, 23 percent of
Section 14(c) certificate holders were found in compliance with only 57 percent of
consumers paid in compliance with this section of the law. What specific steps will
WHD take in fiscal year 2011 and under the fiscal year 2012 budget request to im-
prove these unacceptably low compliance rates?

Answer. We agree that the 2010 evaluation of employer compliance with Section
14(c) of the Fair Labor Standards Act produced disappointing results. In response
to the evaluation findings, WHD conducted investigation-based evaluations of a ran-
domly selected sample of 154 community rehabilitation programs (CRPs) that were
certified to employ individuals with disabilities at less than the minimum wage. The
agency conducted full investigations of randomly selected CRPs from three employer
groups: all certified CRPs, CRPs with prior violations, and CRPs that had conducted
a self audit as part of the certification process.

In the baseline evaluation, 65 percent of the cases, which represent approximately
3 percent of the nationwide population of community rehabilitation programs (CRP),
were randomly selected for investigation. Twenty-three percent of the investigated
CRP’s were in compliance with all laws enforced by Wage and Hour for both Section
14(c) workers and other staff workers. Seventy-two percent had monetary violations.

With respect to the evaluation of prior violators, 42 cases representing 49 percent
of the nationwide population of CRP’s with prior investigations were selected. Nine-
teen percent of the investigated CRP’s were in compliance with all laws enforced
by WHD for both Section 14(c) workers and other staff workers, and 69 percent had
monetary violations.

For CRPs that conducted a self-audit as part of the certification process, 47 cases,
representing 24 percent of the CRP’s with prior self-audits, were randomly selected
for investigation. Fifteen percent of the investigated CRP’s were in compliance with
all laws enforced by WHD for both Section 14(c) workers and other staff workers,
and 83 percent had monetary violations.

Despite the low compliance rates found in all three evaluations, the data appear
to be more nuanced than the rates suggest. The majority of the violations resulted
from incorrect or untimely prevailing wage and commensurate wage determinations.
Other violations were caused by confusion about the appropriate minimum wage,
owing to the fact that between 2007 and 2010, the Federal minimum wage increased
three times followed by further minimum wage increases at the State level. Keeping
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pace with these minimum wage adjustments produced many of the violations during
the survey period.

WHD has identified a number of internal and external strategies to address these
types of violations, including changes to the certification process. Given the high
turnover among CRP staff who conduct these wage determinations, WHD is consid-
ering additional training requirements for CRPs. WHD is also analyzing the certifi-
cation process as a potential means for routinely and broadly disseminating infor-
mation on making wage determinations and other compliance issues to certification
applicants. Given the geographic distribution of CRPs, along with their staffing and
resource constraints, Web-based training could reach a wider audience with less in-
vestment for both WHD and CRPs. Exploring the use of technology in training and
maintaining the emphasis on improving wage determinations may address many of
the violations found.

OFFICE OF FEDERAL CONTRACT COMPLIANCE PROGRAMS

Question. OFCCP recently secured a contract to conduct a program level organiza-
tional assessment. What were the findings and related costs savings implemented
or planned to be implemented? What additional steps will OFCCP complete in fiscal
year 2011 that create efficiencies and realize other cost savings? What additional
actions are proposed in the fiscal year 2012 budget request?

Answer. To ensure that it is appropriately staffed and resourced to implement its
enhanced enforcement, compliance, regulatory and outreach efforts, OFCCP under-
took an independent management and organizational assessment. The goal of the
organizational assessment was to evaluate the agency’s current structure, staff ca-
pabilities, resource allocation, and business process efficiency. The assessment was
broken into two distinct parts; the former focusing on the National Office and the
latter focusing on the regions. In response to the findings of the first part of the
assessment, OFCCP reorganized its National Office and created a Governance
Board to address systemic issues and break down organizational barriers. OFCCP
is still in the process of evaluating the findings of the regional assessment.

The reorganization involved making the following changes to the structure of the
National Office, which were aimed at improving organizational effectiveness and ef-
ficiency: (1) create a Communications Team within the Office of the Director; (2)
make the Division of Statistical Analysis a unit reporting to the Division of Program
Operations; (3) create a separate Testing Unit within the Division of Program Oper-
ations; (4) create a separate Data Integrity Team within the Division of Program
Operations; and divide the Branch of Budget, Finance and Administrative Services
into three specialized parts (the Branch of Budget and Finance, the Branch of
Human Resources Liaison and Information Management, and the Administrative
Services Unit).

The purpose of the OFCCP Governance Board is to transform the way the agency
addresses select operational issues. The independent organizational assessment
found that too often, identification and development of solutions to operational
issues occurs among functional groups on an ad-hoc basis. This approach 1s not sys-
tematic; nor does it provide a consistent mechanism for divisions and regions to
work across organizational boundaries. It encourages stove piping and thus limits
the agency’s ability to achieve desired outcomes. Additionally, it was suggested that
many projects would benefit from broader input from the various segments of the
OFCCP workforce.

The OFCCP Governance Board will provide a transparent and sustainable means
to address appropriate operational issues across organizational boundaries. Once
fully implemented, the OFCCP Governance Board will improve vertical and hori-
zontal communication within OFCCP, strengthen the workforce, create a healthier
work environment, and provide better ways to identify issues and solve problems,
as well as enable the agency to more effectively achieve output targets, outcome
goals as described in the Department’s Strategic Plan, as well as other organiza-
tional goals. In addition, the OFCCP Governance Board will improve employee mo-
rale by sending a message to staff that we are committed to including them in the
decisionmaking process.

The Governance Board is designed to augment existing approaches. To ensure
success, the process will be developed carefully, beginning with a few high priority
projects and expanded over time.

In addition to improvements made as a result of the organizational assessment,
OFCCP expects to realize significant savings from its new IT system, the Federal
Contractor Compliance System (FCCS), a modern cloud-computing based integrated
case and content management information technology solution, which is slated to re-
place the agency’s 20 year old case tracking system, the OFCCP Information System
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(OFIS), in fiscal year 2012. In fiscal year 2011, OFCCP devoted $3.815 million to
the development of system requirements for FCCS. The agency plans to allocate an
additional $2 million to the project in fiscal year 2012.

At present, the compliance review process is completely manual. The FCCS will
significantly increase the agency’s productivity by fully automating this process.
Concurrently, FCCS will eliminate inconsistencies across OFCCP’s regions by
imbedding business rules in the automated environment, thereby preventing devi-
ations from standard operating procedures. Stand alone functionalities such as word
processing, spread sheets, statistical software, and e-mail will be integrated into the
FCCS, eliminating the need to exit one system to invoke the other. This will create
additional efficiencies in completing and tracking cases. For example, compliance of-
ficers must enter case related status updates manually into OFIS. This leads to
delays and input errors, and is extremely inefficient. By eliminating the need to
manually enter status updates and providing the capability to capture, store, search,
retrieve and reference case file documentation, the FCCS will save time spent in
reconciling information.

The FCCS will also improve information security. Currently, OFCCP case files are
in hard copy and lack advanced safeguards to protect the personally identifiable in-
formation and commercial data provided to OFCCP by Federal contractors. The
FCCS will enable the agency to create, analyze, generate, schedule, and track cases
in a secure electronic environment.

We estimate the FCCS will cost about $23 million over a 10 year period, in con-
trast to a benefit of about $39 million for that same period. The system is designed
to allow the agency to add enhancements and improvements over time. Under OFIS,
the agency would not be able to add value in the upcoming years. On the contrary,
OFIS would become more obsolete every year, and more expensive to maintain over
the same time period. In fact, the overall cost to operate the OFIS system for the
next 10 years is estimated to be greater than for FCCS, even when the FCCS acqui-
sition and planning cost, front loaded in the first 2V% years, is factored in. For years
3 to 10, we estimate it would cost twice as much for OFIS to operate as it would
for FCCS. Thus, implementing the FCCS will enable OFCCP to realize significant
savings over time in addition to large gains in productivity.

Question. What will the OFCCP achieve in terms of workload and performance
in fiscal year 2011?

Answer. In fiscal year 2011, OFCCP is implementing the following strategic goals
to achieve the Secretary’s vision of good jobs for everyone: (1) prepare workers for
good jobs and ensure fair compensation by increasing workers’ incomes and nar-
rowing wage and income inequality, and assisting low wage and the unemployed
with gaining access into the labor market and the middle income bracket; and (2)
assure fair and high quality work-life environments by eliminating barriers to a fair
and diverse workforce. OFCCP has also developed new outcome measures that are
being baselined in fiscal year 2011. These measures will be used to target OFCCP’s
performance in fiscal year 2012 and beyond. The measures are: Compliance rate for
Federal contractors; discrimination rate for Federal contractors; and impact of an
OFCCP evaluation on future contractor compliance.

To measure and assess workload enforcement efforts, OFCCP has several work-
load measures that are assessed quarterly. These include completion of 3,500 com-
pliance evaluations in fiscal year 2011, which includes a target of 3,225 supply and
service reviews and 275 construction reviews. The agency exceeded its compliance
review goals by 18 percent through the first and second quarters of fiscal year 2011.
OFCCP also has workload measures for its outreach and compliance assistance
work, and has also implemented a new quality control measure that will look at the
quality of cases worked on by compliance officers.

To further enhance the effectiveness of the compliance review process, OFCCP fo-
cuses its investigative efforts on enforcement priorities once desk audits are com-
pleted. The objective is to modify how and where case investigation decisions are
determined to ensure efficient use of resources. Specifically, the agency identifies
cases for priority review based on the potential and type indicators of discrimination
and uses a new concept called Triaging of Cases, to identify similar issues and pat-
terns among corporate-wide establishments and within industries. The agency’s
focus centers on compensation cases, hiring investigations, veterans and disability
investigations, and other investigations including promotions, terminations, and
good faith efforts. This concept allows the agency to focus enforcement efforts to-
ward complex investigations, which renders more in-depth, detailed and thorough
investigations, including additional onsite verifications.

In addition, OFCCP is using performance accountability measures that assist the
agency’s enforcement efforts, as well as provide the agency with the ability to make
proactive adjustments that will ensure the agency reaches its goal. The performance
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accountability efforts include: (1) ongoing monitoring and reporting of field enforce-
ment operations by national and regional office activities; (2) quality assurance and
quality Investigations of contractors that assist the agency in achieving its goal to
conduct more comprehensive audits; (3) improving the identification of adverse im-
pact indicators in the audit process; (4) identifying compensation disparities; and (5)
bringing more Federal contractors into compliance. The agency will also enhance the
training of its Compliance Officers with an objective to expand and increase the ef-
fectiveness of the agency’s enforcement. The training will provide staff with intro-
ductory, intermediate, and advanced level training in line with national priorities.

Question. Secretary Solis, as you know, I am supportive of your efforts to
strengthen the affirmative action requirements of 41 CFR part 60-741, the regula-
tions implementing Section 503 of the Rehabilitation Act of 1973, as amended (Sec-
tion 503). You issued an Advance Notice of Proposed Rulemaking (ANPRM) last
July with a September deadline for comments. Can you please provide an update
on where things stand with that proposed rule, and when we can expect to see a
final rule? I strongly believe that Federal contractors can play a big role in helping
to improve employment outcomes for qualified workers with disabilities, and I am
eager to see the Section 503 regulations strengthened as part of a broader effort to
increase the number of people with disabilities participating in the U.S. labor force.

Answer. I share your belief that strengthening the Section 503 regulations is an
important part of the broader effort to increase the number of people with disabil-
ities in the U.S. labor force. The ANPRM we published last year resulted in 127
comments from disability and veteran advocacy organizations, trade and profes-
sional associations, employers, and other interested groups and individuals. All com-
ments we received were considered as we drafted a Notice of Proposed Rulemaking
(NPRM), which was submitted to OMB for interagency review under Executive Or-
ders 12866 and 13563 on May 24.

OFFICE OF LABOR-MANAGEMENT STANDARDS (OLMS)

Question. In fiscal year 2011, OLMS will eliminate a unit dedicated to audits of
international unions. OLMS has determined that these expenses will be better used
in core mission work. Please provide supporting data for this conclusion, including
how OLMS will enforce relevant laws with respect to international unions.

What additional steps will OLMS complete in fiscal year 2011 that create effi-
ciencies and realize other cost savings?

Answer. In fiscal year 2011, OLMS plans to eliminate the International Compli-
ance Audit Program (I-CAP), which on average, resulted in seven or eight audits
per year. Savings will be applied to maintaining FTE levels in OLMS’ core mission,
compliance assistance and enforcement of employer/consultant reporting. It is im-
portant to note that OLMS is continuing to conduct criminal investigations involv-
ing international unions based on information of financial improprieties. Criminal
investigations are part of OLMS’ core mission work and OLMS projects to have suf-
ficient resources to conduct approximately 300 criminal investigations in fiscal year
2011. OLMS is also continuing to conduct union officer election investigations (over
130 cases projected) including investigations of international union officer elections.
OLMS will also continue to conduct audits of intermediate body and local unions
under the compliance audit program (CAP). OLMS will create efficiencies in the
CAP program by improving its audit targeting methods to more effectively identify
fraud and embezzlement while conducting fewer audits. Despite fewer audits,
OLMS’ enforcement program will remain viable and effective. OLMS will also real-
ize efficiencies and cost savings in the election program by working to reduce the
number of days it takes to resolve union officer election complaints and, in the re-
ports and disclosure program, by increasing the number of LMRDA reports filed
electronically.

Qu%stion. What additional actions are proposed in the fiscal year 2012 budget re-
quest?

Answer. OLMS proposed the following initiatives in the fiscal year 2012 budget
request:

—Increase effectiveness of audits by focusing resources on labor unions most like-

ly to be in violation of the law.

—Improve timeliness in resolving union member election complaints.

—Improve the Internet public disclosure service and public access to information
reported by unions, union officers, union employees, employers, labor consult-
ants and surety companies under the Act.

—Increase provision of compliance assistance to national and international labor
organizations to increase their affiliates’ LMRDA compliance by developing, im-
plementing, and extending the number of voluntary compliance agreements
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(VCA) to establish goals, baselines, and measures for improving recordkeeping,
reporting, and internal controls.

—Improve compliance with minimum bonding requirements of local and inter-
mediate union affiliates by working closely with their parent national and inter-
national unions, including those who are not party to a VCA.

—Increase the number of national and international unions whose affiliates con-
duct audits of their own financial records in accordance with a partnership that
develops, delivers, and evaluates a customized local union audit training cur-
riculum for each parent union.

—Increase the number of reports filed by employer-consultant persuaders.

—Reduce delinquency rate of filers of Labor Organization Annual Financial Re-
ports.

—Reduce delinquency rate of chronically delinquent filers of Labor Organization
Annual Financial Reports.

Question. What will the OLMS achieve in terms of workload and performance in

fiscal year 2011?

Answer. The fiscal year 2011 workload and performance data provided in the fis-
cal year 2012 congressional budget justification was based on an annualized con-
tinuing resolution at the fiscal year 2010 enacted level. At this point, however, we
expect the performance for the Office of Labor-Management Standards to differ from
the fiscal year 2011 information in the fiscal year 2012 congressional budget jus-
tification as follows:

OLMS expects that the number of election cases will exceed the projected total
of 130. Election cases are predicated on member complaints and during fiscal year
2011, OLMS has received an inordinate number of these cases.

OLMS projects fewer supervised elections (projected 35). The number of super-
vised elections is a demand-driven measure in that OLMS cannot predict changes
in annual numbers, and historically the number of supervised elections has fluc-
tuated greatly (based upon the number of election investigations, ability to reach
voluntary agreements, etc.)

OLMS expects to exceed the predicted number of 200 compliance audits and com-
plete at least 350 during fiscal year 2011.

As noted above (SSEC10), OLMS expects to continue to seek increased program
efficiencies for the remainder of fiscal year 2011 and into fiscal year 2012.

OFFICE OF WORKERS’ COMPENSATION PROGRAMS (OWCP)

Question. Since fiscal year 2009, the OWCP has created efficiencies in its pro-
grams, eliminated lower-priority spending and realized other cost savings. What ad-
ditional steps will OWCP complete in fiscal year 2011?

Answer. OWCP continues to modernize its technology systems to automate claims
processing and provide greater accessibility and services to customers. Expanded
use of teleconferencing has reduced travel costs to conduct informal hearings and
conferences and training costs. Technology tools also enable centralization of func-
tions and increases flexibility in workforce assignments and workload organization
and management. In fiscal year 2011, OWCP will:

Consolidate Division of Federal Employees’ Compensation (DFEC) claims intake
and case creation activities from 12 District Office locations to two central sites.
Consolidation will improve consistency in the quality of case creation as well as pro-
vide operational efficiencies such as reduced contract staff and equipment require-
ments.

Deploy the Employees’ Compensation Operations and Management Portal
(ECOMP) to allow electronic filing of Federal Employees’ Compensation Act (FECA)
claim forms, submission of other documents, and the uploading of documents di-
rectly through a secure web-based application.

Deploy DFEC’s new interactive voice response (IVR) system that will offer self-
help features to callers, greatly improve call routing, and provide greater access to
information and assistance services.

DEEOIC continues to actively look for ways to improve customer service and
speed benefit delivery. In response to a customer service satisfaction survey con-
ducted last year, new pamphlets and brochures are being developed to be posted on-
line and given out at the Resource Centers. These informational pamphlets will pro-
vide clear guidance to the claimant population concerning key benefit and program
issues.

Continue, on a monthly basis, the Black Lung program assessment of each district
office’s workload and the rebalancing of caseloads so as to prioritize the adjudication
of new claims filed under the Patient Protection and Affordable Care Act (PPACA).

Question. What is proposed in the fiscal year 2012 budget request?
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Answer. Requests for additional resources in fiscal year 2012, through which
OWCP will continue to create efficiencies in its programs, eliminate lower-priority
spending, and realize other cost savings include:

—$1,200,000 in Special Benefits (FECA) to provide for policy review and conver-
sion of the iIFECS Case Management System to the new HIPPA International
Classification of Diseases standard, ICD-10 mandated by the Department of
Health and Human Services. The ICD coding scheme is used by OWCP to iden-
tify medical conditions accepted in workers’ compensation claims and by the
healthcare industry for delivery of services to our claimants.

—$3,200,000 and 9 FTE in Longshore Salaries & Expenses for resources to ad-
dress the numbers and complexity of Defense Base Act (DBA) claims and reduce
processing timeframes. DBA injury and death cases in connection with the wars
in Iraq and Afghanistan have increased dramatically, rising from 347 cases in
fiscal year 2002 to nearly 15,000 cases in fiscal year 2010, while Longshore re-
sources have remained static.

In addition, OWCP continues to pursue legislative reform of the Federal Employ-
ees’ Compensation Act (FECA). We estimate that our reform proposal will save the
Government (conservatively) between $400 and $500 million in its first 10 years. In
addition, the proposal contains several provisions that will improve administration
of FECA operations. These include creating a lower benefit level, or “conversion”
benefit, once an injured employee reaches Social Security Retirement age or after
1 year of FECA compensation (whichever is later); establishing a uniform compensa-
tion rate of 70 percent for all claimants, including schedule awards, and removing
benefit augmentation for dependents; moving the 3-day waiting period for benefits
from after the 45-day continuation of pay period to the first 3 days following the
filing of a traumatic claim; and authority to match Social Security records with
FECA claims records without prior claimant approval to ensure continued FECA
benefit eligibility.

Fiscal year 2012 funding will enable OWCP to introduce additional customer serv-
ice improvements and business process and organizational design enhancements, as
well as workload management innovations such as Telework and Flexiplace expan-
sion.

Question. The congressional budget justification indicates that the Division of Fed-
eral Employees’ Compensation will take a series of steps related to the recruitment,
placement, and accommodations of workers with disabilities. Please provide more
specifics on current and proposed actions under existing law.

Answer. Subsequent to last year’s kick-off of the new Federal workplace safety
and return-to-work (RTW) initiative—“Protecting Our Workers and Ensuring Reem-
ployment” (POWER)—DFEC met with the 14 larger agencies to discuss their cur-
rent performance levels and actions they will take to meet their POWER targets.
The meetings also included discussions about those agencies’ organizational and
other RTW challenges, opportunities for DFEC to provide assistance, and the agen-
cies’ potential for improvement.

Extending those latter topics, DFEC and DOL’s Office of Disability Employment
Policy (ODEP) are developing a research project to be completed by the end of fiscal
year 2012 to document the obstacles that exist in Federal agencies relating to return
to work, job accommodations, and placement and the best practices used by agencies
to reduce or eliminate these obstacles and increase opportunities for success. This
research project also supports the objectives of Executive Order 13548, Increasing
Federal Employment of Individuals with Disabilities, which specifically directs the
Secretary of Labor to take steps that will foster improved return-to-work outcomes.
DFEC and ODEP will utilize the results to offer tailored technical assistance to Fed-
eral agencies regarding the adoption and implementation of successful return-to-
work practices and related disability employment practices.

To provide an incentive to Federal employers to reemploy injured Federal workers
with permanent disabilities, DFEC has begun a program to identify and certify
FECA claimants for job placement using Office of Personnel Management (OPM)
Schedule A hiring authority. Qualification for Schedule A authority, found at 5 CFR
§213.3102(u), provides an avenue to enhance and expedite hiring of individuals with
disabilities (as well as other categories of individuals) for Federal service by remov-
ing barriers and increasing employment opportunities. Participation in the program
is voluntary on the part of the claimant; however, if they volunteer they must self-
identify the nature of their disability. With Schedule A, qualified candidates who
meet the OPM guidelines can be hired non-competitively: without the typical re-
cruitment headaches; without posting and publicizing the position; and without
going through the certificate process.

Question. What will the OWCP achieve in terms of workload and performance in
fiscal year 2011?
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Answer. Following enactment of the fiscal year 2011 appropriation, OWCP
reprioritized workload and activities to support the targets and goals addressed in
the fiscal year 2011 congressional budget justification. It is expected that the Fed-
eral Employees’ Compensation Division, the Coal Mine Workers’ Compensation Divi-
sion, and the Energy Employees Occupational Illness Compensation Division
achievements will be close to the established targets. The possible exception is the
Longshore and Harbor Workers’ Compensation Division which is currently not
achieving the GPRA goal of 58 percent of First Payment of Compensation Issued
Within 30 days for Defense Base Act cases. The performance for the DBA First Pay-
ment measure through the second quarter is 54 percent. The performance targets
were based on requested additional funding for nine additional FTE and information
technology investments that was not enacted. Longshore’s resources have been se-
verely taxed by both the numbers and the complexity of Defense Base Act claims
arising from increased activity by civilian contractors supporting the military over-
seas.

OCCUPATIONAL SAFETY AND HEALTH ADMINISTRATION (OSHA)

Question. What steps will OSHA complete in fiscal year 2011 and does it propose
in fiscal year 2012 to create efficiencies and realize other cost savings in pursuing
the agency’s mission?

Answer. OSHA has been carefully controlling its Full-Time Equivalent (FTE) ceil-
ing and hiring in fiscal year 2011 to ensure that priority, mission-critical positions
are filled. The agency has also been granted Voluntary Early Retirement Authority
(VERA) by the Office of Personnel Management for the remainder of fiscal year
2011, which extends to agency operations outside of Washington, DC for the first
time in well over a decade. In addition, the agency has reduced funding for discre-
tionary purchases, including travel, contracts and printing. As an example, the
agency is starting to utilize video conferencing technology for training, meetings and
screening of egregious cases to reduce travel expenses. OSHA is also pursuing tech-
nology efficiencies, including the elimination of outdated and redundant equipment,
to realize cost savings.

Question. How will the modest increase available to OSHA be targeted to carrying
out the highest priority activities in fiscal year 2011 and achieving the core mission
of the agency?

Answer. OSHA did not receive an increase to its budget in fiscal year 2011. The
continuing resolution provided the Department with the authority to move funds
from the Departmental Management appropriation to other accounts for the pur-
poses of program evaluation, initiatives related to the identification and prevention
of worker misclassification, and other worker protection activities. With this author-
ity, funding was restored to OSHA in the amount of the 0.2 percent rescission for
standards development, State program enforcement efforts, and training on identi-
fying worker misclassification.

Question. What will the OSHA achieve in terms of workload and performance in
fiscal year 20117

Answer. The fiscal year 2011 information and data provided in the fiscal year
2012 congressional budget justification was based on an annualized continuing reso-
lution at fiscal year 2010 enacted appropriations. At this point, we expect the per-
formance for OSHA to not differ significantly from the information in the fiscal year
2012 congressional budget justification.

MINE SAFETY AND HEALTH ADMINISTRATION (MSHA)

Question. What steps will MSHA complete in fiscal year 2011 to create efficiencies
and realize other cost savings in pursuing the agency’s mission?

The fiscal year 2012 budget identifies savings related to the elimination of the
small mines office and the SAVE proposal related to the use of postcards reminders
for certain information requests.

Answer. With respect to the Small Mines Office, MSHA is not going to close or
eliminate it, but will transfer and integrate the function into the Metal and
Nonmetal program. MSHA intended to replace the narrative in the justification dur-
ing the drafting phase to reflect this, but unfortunately that did not occur.

MSHA will begin mailing the first post card reminders in lieu of the multi-part
7000-2 forms for the CY 2011 second quarter reporting period (April-June). This
transition will reflect the beginning of the savings outlined in the SAVE proposal.

Question. Please describe how this proposal will achieve the identified savings
with at least the same level of services currently provided.

Answer. Implementing the SAVE proposals to move to the mailing of post cards
will significantly reduce MSHA’s printing and postage costs. MSHA will continue to
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mail the multi-part form when requested; however, MSHA is encouraging stake-
holders to take advantage of the on-line filing capability.

MSHA believes the transfer of the Small Mines Office function will increase the
effectiveness of the program by allowing the managers to focus on areas where their
expertise is needed. This will provide more meaningful compliance assistance, lead-
ing to lower overall fatality and accident rates at all mines.

Quest;on. What additional cost savings are proposed in the fiscal year 2012 budget
request?

Answer. The fiscal year 2012 request includes two reductions totaling $3,250,000
reflecting the elimination of a project previously funded through an earmark,

Question. How will the modest increase available to MSHA be targeted to carrying
out the highest priority activities in fiscal year 2011, including those previously ad-
dressed in MSHA reports to the Committee on Appropriations and Office of Account-
ability reports, and achieving the core mission of the agency?

Answer. In the Department of Defense and Full-Year Continuing Appropriations
Act, 2011, Congress appropriated to MSHA an additional $7.27 million (post rescis-
s10n) above the revised fiscal year 2010 continuing resolution (CR) level. MSHA allo-
cated this funding to address critical projects and needs within its core programs
and comply with known congressional interest. Below is a summary of the alloca-
tions:

Federal Mine Safety and Health Review Commission (FMSHRC) Backlog Reduction
(SOL): $2,000,000
Transfer of funds necessary to continue the backlog reduction project for the last
2 months of the fiscal year.

Federal Mine Safety and Health Review Commission (FMSHRC) Backlog Reduction
(MSHA): $750,000

Funds necessary to continue the backlog reduction project for the last 2 months
of the fiscal year.

Metal and Non [ Metal Inspections: $1,300,000

Funds for overtime and travel to ensure the Metal and Nonmetal enforcement
program have the necessary resources to complete its mandated inspections.

Upper Big Branch Investigation Costs: $550,000

Funds to offset costs associated with MSHA’s investigations into the Upper Big
Branch mine disaster above those that were supported through the 2010 supple-
mental appropriation.

Coal District 4 Split: $250,000

In response to concern about the sheer size and responsibility of the District 4
office, whose area of jurisdiction in southwest West Virginia encompassed nearly
400 mines and mine facilities or roughly 20 percent of the Nation’s coal mines,
MSHA is splitting the District into two more manageable organizations, creating a
new District office, D12. This action will better serve MSHA and the mining indus-
try. The creation of two districts to cover southern West Virginia will provide for
more effective enforcement oversight and improved management of this significant
portion of MSHA’s workload. The allocation reflects funding to support the infra-
structure of a temporary space while GSA secures a permanent location for the new
District 12 office. All items purchased or leased will convey to the permanent loca-
tion.

Brookwood-Sago Grants Increase: $500,000

Increase the Miner Act-established Brookwood-Sago Grants program by $500,000.
The program provides funding for the development of educational and training pro-
grams and training materials for mine emergency preparedness by providing fund-
ing for education and training programs to help identify, avoid, and prevent unsafe
working conditions in and around underground mines, and focuses on training ma-
terials and training programs for mine rescue and mine emergency preparedness in
underground coal mines.

Enforcement Programs Computer IT support: $1,100,000

Funding to provide replacement laptop and desktop computer equipment for en-
forcement staff. Current laptops and desktops are 3—4 years old and only have one-
half GB of memory which causes all programs to run very slowly. Some machines
are taking as long as 8 minutes to start up. This substantially and negatively im-
pacts productivity by reducing mine site time for the inspectors. These machines
will not be able to support Office 2010 if and when DOL/MSHA upgrades to this
version. Additionally, Windows 7 would not be able to be supported as the operating
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system due to inadequate hardware and memory on current machines. MSHA and
DOL have already begun migrating to Windows 7 where the hardware is able to
support the move.

Health Samples Reengineering: $900,000

Funding to replace MSHA’s current obsolete 31-year old COBOL system and pro-
vide an application that is fully integrated with MSHA’s enterprise database. The
new system will significantly reduce maintenance costs and improve processing
speed. Reengineering the system will allow for:

—Consistent management of samples data.

—Establish consistent integration of samples monitoring with enforcement activi-

ties.

—Provide consistent reporting mechanisms.

—Maintain the ability to perform unique validations based on sample type.

—Provide a consistent mechanism for tracking sample history.

—Provide the capability to create a consistent advisory mechanism for reporting

violations to MSHA enforcement personnel.

Mine Emergency Equipment: $750,000

Provides funding for the purchase of Mine Emergency Operations (MEO) response
equipment. MSHA will purchase:

—Communications vehicle, wireless mesh points and supporting equipment.

—Satellite dish for improved communications.

—Engineering vehicle, trailer and equipment.

Base Funding Reallocations: —$1,080,000

MSHA will re-direct lapsed compensation funding to offset increases in the Metal
and NonMetal enforcement, which will allow MSHA to ensure that Metal and
Nonmetal completes 100 percent of its mandated inspections. Additionally, MSHA
is reallocating resources to increase the Brookwood-Sago Mine Safety Grants pro-
grams, transfer management of the Mount Hope Lab from Technical Support to the
Coal activity, and support MSHA’s expanded regulatory program.

Question. What will MSHA achieve in terms of workload and performance in fiscal
year 20117

Answer. We expect MSHA to continue its enhanced enforcement efforts, i.e. im-
pact inspections, maintain 100 percent of the mandated inspections, and conduct
other inspections/investigations. Although the delay in fiscal year 2011 appropria-
tions created some challenges in achieving workload and performance goals, MSHA
expects its workload and performance levels to coincide very closely with the fiscal
year 2011 information in the fiscal year 2012 congressional budget justification. The
fiscal year 2011 information and data provided in the fiscal year 2012 congressional
budget justification was based on an annualized continuing resolution at the fiscal
year 2010 enacted appropriation level.

BUREAU OF LABOR STATISTICS (BLS)

Question. BLS has taken steps in recent years to reduce travel costs by expanding
the use of videoconferencing and web-based services. What additional steps will BLS
complete in fiscal year 2011 to create efficiencies and realize other cost savings in
pursuing the agency’s mission?

Answer. The Bureau of Labor Statistics (BLS) has continued to increase the use
of its videoconferencing system, web-based services, and telephone and Internet data
collection to mitigate travel costs. The videoconferencing system provides high-qual-
ity audio and video for meetings between the BLS national office and its regional
locations. In addition, the BLS uses videoconferencing to meet with organizations
located outside the United States, where international travel would have been re-
quired previously. The BLS has increased its use of WebEx, a web-based service
that combines real-time desktop sharing with phone conferencing to conduct some
work activities with State and regional staff, rather than traveling to conduct busi-
ness on site. The BLS has also increased its use of telephone and Internet data col-
lection, thereby reducing the travel costs associated with collecting data. In addition
to reducing travel costs, the BLS has been working to identify and, where possible,
reallocate unused/unneeded IT equipment (computers, servers, printers, and
cellphones) using the Asset Management Application (AMA). The AMA enables the
BLS to transfer surplus IT equipment that is still serviceable to offices where it will
be used. These strategies have proven to be an effective means to avoid rising costs.
The BLS is committed to continuing such practices.

Question. In addition to the elongating of the fielding schedules for National Lon-
gitudinal Surveys and the elimination of the International Labor Comparisons pro-
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gram, what additional cost savings and efficiencies are proposed in the fiscal year
2012 budget request?

Answer. In 2012, the BLS will continue efforts to implement online forms within
the Producer Prices and Price Indexes (PPI) program, a survey that currently col-
lects monthly price data by mail and fax. In fiscal year 2011, PPI began work with
the centralized Internet Data Collection Facility within the BLS to offer online data
collection to select respondents. By the end of fiscal year 2012, the BLS will realize
cost savings of approximately $10,000. Offering modern, electronic options to re-
spondents, including use of online data collection, will improve the accuracy, timeli-
ness, and efficiency of data collection for both respondents and the BLS and be more
environmentally friendly.

Question. BLS also has taken steps to change the relationship with State labor
market information agencies, most recently with the centralization of the current
employment statistics (CES) program. The Nation requires current, accurate, de-
tailed labor statistics for Federal and non-Federal data users. Please comment on
the accuracy of the data being produced through the centralized CES program.

How are DOL agencies and State labor market information agencies interacting
with each other and with other Federal and non-Federal entities to address the
goal{)s of relevant Federal legislation and the Federal-State cooperative statistics sys-
tem?

Answer. In March 2011, the BLS assumed responsibility for producing CES State
and metropolitan area estimates. The transition went smoothly and, as of early
June, the BLS has produced 2 months of estimates under the new protocol. State
agencies have cooperated fully with the BLS during the transition. States continue
to relay information to the BLS about any local events not captured by the CES
sample, and provide analysis and dissemination of the estimates to local data users.
Data accuracy remains high as the sample size remains unchanged and is supple-
mented by local information provided by States. In addition, the centralization will
permit the BLS to implement program enhancements in the CES program to im-
prove survey response rates, thereby reducing the statistical error on the estimates.
Centralizing operations at the BLS also improves the consistency and transparency
of the estimation process, which are important dimensions of quality.

In terms of the overall Federal-State cooperative system for producing Labor Mar-
ket Information (LMI), the BLS and States continue to work together through the
annual cooperative agreement process to produce, analyze, and disseminate data
from the CES, Local Area Unemployment Statistics, Occupational Employment Sta-
tistics, Mass Layoff Statistics, and Quarterly Census of Employment and Wages pro-
grams. Consistent with Section 309 of the Workforce Investment Act of 1998, BLS
senior management and 10 State LMI Directors elected by their peers continue to
hold regular formal consultations. Representatives of other Federal agencies in-
volved in producing labor market information regularly participate in these con-
sultations as well.

Question. Last, the National Research Council held a workshop last year on facili-
tating innovation in the Federal statistical system. Please comment on DOL agen-
cies’ innovation activities and plans.

Answer. To foster innovation at the agency and program level, the BLS has in-
cluded a number of budget initiatives in the President’s budget in recent years. For
example, in 2010, the BLS received resources to provide new series on “green” jobs,
addressing the need for detailed data on these rapidly evolving industries and occu-
pations. As another example, in 2012, the BLS is requesting resources to modernize
its Consumer Expenditure (CE) survey. The CE survey is a critical input for the
Consumer Price Index. This initiative will allow for continuous research to incor-
porate multiple data collection modes to take advantage of new technologies, use
new sample and statistical modeling methods to increase cost effectiveness, and as-
sess the feasibility of implementing further improvements.

The BLS also continuously improves its current data products to the extent pos-
sible within existing resource levels. For example, in 2010, the BLS released official
all-employee hours and earnings data, which provide more comprehensive informa-
tion for the Bureau of Economic Analysis’ National Income Accounts and for ana-
lyzing economic trends. Also in 2010, the BLS began publishing, for the first time,
national estimates of workplace injuries and illnesses incurred by State and local
government workers.

In addition, the National Research Council report highlighted the importance of
interagency work in fostering innovation within the Federal statistical system. One
current example is the Joint Program in Survey Methodology, which is intended to
address the critical and growing need of Federal agencies for highly trained per-
sonnel in mathematical statistics and survey methodology.
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Question. What will the BLS achieve in terms of workload and performance in fis-
cal year 20117

Answer. The BLS does not expect the workload and performance goals to differ
from the fiscal year 2011 information in the fiscal year 2012 congressional budget
justification.

OFFICE OF THE SOLICITOR (SOL)

Question. What steps will the Office of the Solicitor (SOL) complete in fiscal year
2011 to create efficiencies and realize other cost savings in pursuing the agency’s
mission?

Answer. In fiscal year 2011, SOL continues to develop critically needed Legal
Technology infrastructure improvements. This initiative began with an evaluation
in fiscal year 2009. In fiscal year 2011, we are projected to complete the first of
three phases of development. SOL’s IT modernization initiative addresses important
improvements in SOL’s IT/Litigation Support infrastructure, including: replacing
SOL’s failing case management and time reporting systems (SOLAR/TD), as well as
developing capacities in the critical areas of legal document management, document
review tools, transcript and evidence management, trial presentation and case anal-
ysis. In addition, in fiscal year 2011, SOL continues to build its FTE-related pro-
gram support capacity, including its professional development and training nec-
essary to ensure that SOL’s legal skills are competitive with those of its adversaries
and other stakeholders that influence the working conditions and security of Amer-
ica’s working women and men.

Question. The fiscal year 2012 budget identifies savings related to the elimination
of resources for compliance assistance and outreach, longshore litigation, and review
of Uniformed Services Employment and Reemployment Rights Act case referrals to
the Department of Justice. Please describe how these proposals will achieve the
identified savings without compromising SOL’s core mission.

Answer. SOL’s budget request for fiscal year 2012 was constructed in close coordi-
nation with the budget priorities for its DOL client agencies, enabling SOL to force-
fully and decisively support the Secretary’s vision of “good jobs for everyone.” The
fiscal year 2012 budget includes three program reductions as follows.

Eliminate SOL’s Compliance Assistance and Public Outreach Activities.—SOL pro-
poses to cease performing the wide variety of compliance assistance and public out-
reach activities in which it currently engages, including speeches, presentations, re-
sponding to inquiries from and providing training to the public, and supporting the
clients’ compliance assistance activities.

Eliminate SOL review of the Veterans Employment and Training Service’s (VETS)
USERRA case referrals to DOJ.—The Department of Justice bears the primary au-
thority for litigating cases in this program and engages in a de novo review of the
merits of each case. This proposal eliminates SOL’s review of the recommendations
to DOJ from VETS.

Eliminate Non-participation memos.—DOL should discontinue its practice of
drafting legal memos to support its decision not to participate in cases under the
Longshore and Harbor Workers Compensation Act and Mine Act in the courts of ap-
peals, and should communicate those recommendations orally to OWCP and MSHA.

Question. What additional cost savings are proposed in the fiscal year 2012 budget
request?

Answer. As described in the response to SSEC24, SOL is in the midst of an IT
Modernization initiative that began in fiscal year 2009 and the fiscal year 2012
budget request includes funding to continue this project in fiscal year 2012.

Question. What will the SOL achieve in terms of workload and performance in fis-
cal year 2011?

Answer. The fiscal year 2011 information and data provided in the fiscal year
2012 congressional budget justification (CBJ) were based on an assumed annualized
funding level based on the continuing resolution at fiscal year 2010 enacted appro-
priations. While the final fiscal year 2011 full year continuing resolution approxi-
mated these funding levels, the delay in appropriations has created challenges in
achieving workload and performance goals. Consistent with the performance and
workload information in SOL’s fiscal year 2012 CBdJ, SOL expects its fiscal year
2011 workload and performance projections to be consistent with fiscal year 2011
information in the fiscal year 2012 CBJ, with the increased production from the
temporary and term FTE funded by the fiscal year 2010 supplemental appropriation
(and the $2 million transfer from MSHA’s fiscal year 2011 appropriations to SOL)
to reduce the backlog of mine safety and health cases pending before the Federal
Mine Safety and Health Review Commission. At this point, we expect the perform-
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ance for SOL to differ from the fiscal year 2011 information in the fiscal year 2012
CBJ as follows:

Historically, including in the fiscal year 2012 CBJ, SOL aggregated its Pre-Litiga-
tion Matters and Litigation Matters together as “Litigation Matters” when report-
ing. Now that SOL has revised its production measures to separate out Pre-Litiga-
tion Matters from Litigation Matters, we have revised targets and results for Litiga-
tion Matters Opened (formerly referred to as Litigation Matters Received) and Liti-
gation Matters Concluded to exclude Pre-Litigation Matters from the tabulations,
and we have included separate figures for Pre-Litigation.

The projected number of Mine Safety and Health litigation backlog matters to be
concluded in fiscal year 2011 projection for Litigation Matters Concluded, as re-
flected in SOL’s workload projects, has been revised. The original target was based
on a projection from the MSH litigation matters concluded in the first quarter of
the backlog project, but based on current trending, that rate is not sustainable as
a constant rate over the full project. While we expect this SOL workload measure
to trend downward, the MSH litigation backlog project remains on track to exceed
our expectations for disposition of cases and citations. It is important to note that
the SOL workload projections are not directly comparable to data and projections
reported in the Quarterly Reports to Congress for the Targeted Caseload Backlog
Reduction Project. This 1s because SOL’s projections are based on SOLAR, which
tracks only Litigation Matters Concluded by SOL, and the reports to Congress are
based on data provided by the Federal Mine Safety and Health Review Commission,
including matters handled by MSHA’s CLRs (and not SOL) as well. In addition,
these two data sets are based on different time periods.

BUREAU OF INTERNATIONAL AFFAIRS (ILAB)

Question. What actions will the Bureau of International Affairs take in fiscal year
2011 toqcreate efficiencies and realize other cost savings in pursuing the agency’s
mission?

Answer. The President’s fiscal year 2011 budget request included additional re-
sources for ILAB to improve its monitoring and enforcement of trade agreements
and expand its worker rights technical assistance program. The United States has
trade agreements with 13 developing countries and provides trade preferences to ap-
proximately 140 other developing countries. These agreements and programs in-
clude labor rights obligations. Without the additional requested resources, ILAB has
shifted staff from lower priority activities, such as participation in inter-agency proc-
esses, to higher priority activities such as labor monitoring and the enforcement.
However, we anticipate that monitoring activities will increase as the U.S. nego-
tiates additional trade agreements and ILAB continues to strive for the robust en-
forcement of trade agreements.

ILAB will continue to coordinate its efforts to address the root causes of child
labor and forced labor with those of the International Labor Organization (ILO).
ILAB will also continue to search for ways to improve the effectiveness of its pro-
grams to advance its goal of improving the livelihoods of exploited laborers and at-
risk youth.

ILAB is using research and technology to improve the efficiency of ILAB’s oper-
ations. Systematic research and analysis on the status of labor rights in trade part-
ner countries allows ILAB to coherently target policy engagement—including trade
enforcement actions and technical cooperation activities—to specific countries and
issues where the maximum impact may be achieved. ILAB has made substantial
progress on developing a system for tracking and sharing information internally and
with other agencies. This helps utilize scarce resources as efficiently as possible.

Question. What additional steps are proposed in the fiscal year 2012 budget?

Answer. The ILAB budget proposal for fiscal year 2012 included expanded re-
sources (1) for additional staff in the area of monitoring and enforcement of the
labor provisions of trade agreements and (2) for expanded worker rights grants. The
budget proposal did not call for specific additional steps to create efficiencies and
realize other cost savings in pursuing the agency’s mission beyond those proposed
in the fiscal year 2010 budget and cost savings realized to comply with the con-
straints of the continuing resolutions covering fiscal year 2011.

However ILAB intends to continue to pursue efficiencies and cost savings from
measures that have been put in place during the current fiscal year, including
prioritization of activities, targeted engagement with those governments that offer
greatest promise of progress, limitations on staff travel and cautious hiring and re-
placement policies.

In addition, in fiscal year 2012 ILAB intends to undertake more assignment of
staff across its offices in order to accomplish all high priority and mandated work
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without addition staff resources, in case the fiscal year 2012 budget does not allow
additional hiring. ILAB will also identify and eliminate additional lower priority ac-
tivities, beyond those curtailed in fiscal year 2011, as needed to accomplish its mis-
sion with constrained resources. ILAB has started to identify such lower priority ac-
tivities for possible elimination in fiscal year 2012. These measures will mean that
ILAB is not able to sustain the current level of effort on all programs.

Question. Please describe the impact of not receiving the increase proposed in the
fiscal year 2011 budget, particularly on activities related monitoring and enforce-
ment of labor provisions of trade agreements.

Answer. Not receiving the increase proposed in the fiscal year 2011 budget has
significantly reduced ILAB’s intended impact on improving worker rights around the
world. Without the fiscal year 2011 request for resources to monitor and enforce
labor provisions of trade agreements, ILAB will be unable to increase its monitoring
efforts. In fiscal year 2011, ILAB has been monitoring less than half the number
of trade partner countries it would have monitored under the requested level of
funding. It has also been impossible to establish and expand high priority trade re-
lated worker rights technical assistance, especially Better Work programs. A lower
level of resources will lead to a reduction in ILAB’s planned activities, particularly
monitoring and enforcement, in the following specific ways:

Monitoring.—ILAB will not have the resources to systematically review, analyze
and track labor problems in all FTA countries. ILAB has developed a set of stand-
ards and a systematized method for tracking progress on labor issues, but has only
been able to apply this in-depth, systematic monitoring to six FTA countries. For
the other 11 FTA partners, ILAB has been conducting ad hoc monitoring as prob-
lems arise. ILAB’s responsibilities related to the labor provisions of FTAs are ex-
pected to rise significantly in the next year. The recently negotiated Colombia Ac-
tion Plan Related to Labor Rights will require significant ILAB resources to monitor
in the near future. In addition, the United States is currently negotiating the Trans-
Pacific Partnership FTA (TPP) with seven countries. ILAB has not been able to in-
vest the staff resources to engage the developing countries that are party to the TPP
negotiations on labor issues to the extent we consider desirable. Negotiating new
FTAs offers the best leverage for the necessary changes in labor regimes and insti-
tutions. Without the additional resources, ILAB’s capacity to bring current and de-
tailed knowledge to the negotiating process will be seriously constrained. TPP coun-
tries include Vietnam, Malaysia, and Brunei Darussalam, which have significant
labor challenges.

Enforcement.—ILAB will not have the resources to expand enforcement beyond
2010 levels of the labor obligations of countries that benefit from U.S. trade agree-
ments and preference programs. ILAB monitors and engages countries on labor
rights law and practice if a labor petition is filed under GSP, free trade agreements,
or as part of the annual review process of AGOA. ILAB had planned to expand its
engagement to additional countries of concern to address areas where there were
concerns they had not met their obligations. While ILAB has identified potential
labor rights 1ssues in trade partner countries, it has been unable to proactively ini-
tiate new labor consultations or reviews under trade agreements and preference pro-
grams because of the significant staff resources they would entail.

ILAB must divert resources from other functions. ILAB has already been com-
pelled to re-assign staff from technical assistance and research functions to man-
dated monitoring and enforcement of FTA labor provisions. If monitoring activities
increase, we will have to draw resources from other priorities.

ILAB also has not received requested resources to expand its worker rights tech-
nical assistance programs. These programs aim to create a level playing field for
U.S. workers in the global economy and improve worker rights in U.S. trade partner
countries. As part of this initiative, ILAB has established Better Work programs in
Haiti, Lesotho and Nicaragua, and provided initial funding in fiscal year 2010 to
establish a program in Bangladesh and support modest expansions in Vietnam and
Cambodia. In fiscal year 2011, we plan to initiate a program in Egypt modeled on
Better Work. However, without additional resources, these programs will not be able
to be fully scaled up.

Question. What will the ILAB achieve in terms of workload and performance in
fiscal year 2011?

Answer. The fiscal year 2011 information and data provided in the fiscal year
2012 congressional budget justification was based on an annualized continuing reso-
lution at fiscal year 2010 enacted appropriations. While the final fiscal year 2011
appropriation approximated these funding levels, the delay in appropriations creates
challenges in achieving workload and performance goals. At this point, we do not
expect the performance for ILAB to differ from the fiscal year 2011 information in
the fiscal year 2012 congressional budget justification.
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WOMEN’S BUREAU (WB)

Question. What actions will the Women’s Bureau take in fiscal year 2011 to create
efficiencies and realize other cost savings in pursuing the agency’s mission, beyond
replacing staff with lower-paid employees?

Answer. The Women’s Bureau works diligently to make the most effective use of
its resources. Over 85 percent of the Bureau’s budget is spent on salaries and bene-
fits, rent and working capital fund, leaving very little discretionary funding. How-
ever, the Bureau continues to look for ways to create efficiencies in the way it does
business. One way is by utilizing the Federal Strategic Sourcing Initiative to lower
cost for supplies. Both the national and regional offices use this initiative to pur-
chase supplies whenever possible.

In addition, the Bureau is attempting to reduce copying and printing costs and
find “greener” alternatives when disseminating outreach and technical assistance
materials. As part of our strategic outreach activities, the Bureau provides
attendees with research papers, guides, manuals, and other materials. At meetings
or events that require such extensive resource material, the Bureau has moved
away from printing the documents to providing them on flash drives. The use of
flash drives also allows the Bureau to include additional Departmental and govern-
mental information and resources to the attendee at no additional cost. These flash
drives also serve as a communications tool, as they are imprinted with Bureau’s
name and website.

Question. What additional steps are proposed in the fiscal year 2012 budget?

Answer. The Bureau will continue to look for efficiencies including use of tech-
nology to reduce travel costs. The Bureau is working with the Department for cost
effective ways to implement video conferencing with our regional offices, which will
reduce travel costs over the near future. Additionally we are looking to use social
media tools to promote our message, products and programs and increase the turn-
out and impact of our initiatives.

Question. The budget proposes appropriations language to enable the Women’s
Bureau to make grants. How much funding and what purposes would this authority
be used to support?

Answer. The Bureau anticipates that approximately $500,000 to $750,000 of funds
currently spent on contracts will be spent on grants. The Bureau typically works
closely with nonprofits, community and faith-based organizations, and educational
institutions to meet its mission of helping women achieve economic security, pro-
viding them with the necessary tools to ensure their advancement in the labor force,
and promoting fair and high-quality work-life environments. These informal part-
nerships have been productive, but grants and cooperative agreements would give
the Bureau the tools to better achieve its public policy and programmatic goals and
objectives. This authorization would allow the Bureau to fund research, publica-
tions, and educational efforts that will directly contribute to the Bureau’s mission.

Question. What will the Women’s Bureau achieve in terms of workload and per-
formance in fiscal year 2011?

Answer. The fiscal year 2011 information and data provided in the fiscal year
2012 congressional budget justification was based on an annualized continuing reso-
lution at fiscal year 2010 enacted appropriations. While the final fiscal year 2011
appropriation approximated these funding levels, the delay in appropriations creates
challenges in achieving workload and performance goals. At this point, we expect
the performance for the Women’s Bureau to differ only slightly from the fiscal year
2011 information in the fiscal year 2012 congressional budget.

OFFICE OF DISABILITY EMPLOYMENT POLICY (ODEP)

Question. What actions will the Office of Disability Employment Policy (ODEP)
take in fiscal year 2011 to create efficiencies and realize other cost savings in pur-
suing the agency’s mission? What additional steps are proposed in the fiscal year
2012 budget?

Answer. In fiscal year 2011 ODEP will create efficiencies and realize costs savings
by focusing on the priority activities that we believe will yield the greatest impact
on low labor force participation and high unemployment rates. This will allow
ODEP to shift resources to key problem areas and, in some cases, increase resources
to conduct policy development and expand technical assistance and dissemination
efforts. For example, we plan to transition some programs and initiatives to other
Federal agencies who are better positioned to administer them. For example, ODEP
efforts related to two initiatives—United We Ride and America’s Heroes at Work—
will be reduced as other agencies assume greater responsibility for these.

ODEP is proposing additional steps in fiscal year 2012 to concentrate its efforts
on those key factors most likely to yield significant results. By utilizing proven
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strategies focused on our priority areas, ODEP will direct and redirect its resources
to maximize impact. Also, in fiscal year 2012, ODEP intends to increase its reliance
on the National Employer Technical Assistance Center (NETAC) which has knowl-
edge of ODEP’s policy products and utilizes a consortium approach to leverage ac-
cess of national organizations to employers and stakeholders. By relying on NETAC
and its partners, ODEP can extend its reach and ability to rapidly disseminate in-
formation and provide technical assistance. ODEP expects to realize operational effi-
ciency and cost savings by tapping into NETAC’s existing knowledge, infrastructure
and capacity to reach more than 4,000 employers (including the Federal Govern-
ment and its contractors), service providers, and other stakeholders likely to adopt
and implement effective practices.

DOL’S CIVIL RIGHTS CENTER (CRC)

Question. Please provide information on the findings from the new review process
of State Methods of Administration and the assistance that will be provided to help
States and the One Stop System meet the needs of all customers or potential cus-
tomers, including individuals with disabilities.

Answer. The WIA nondiscrimination regulations require each Governor (or his/her
designee) to prepare and submit to DOL’s Civil Rights Center (CRC) a document
known as a Methods of Administration (MOA) plan for ensuring that all WIA Title
I financially assisted State programs comply with the civil rights laws enforced by
CRC, including the laws protecting individuals with disabilities. Additionally, every
2 years, the Governor is required to review the MOA to determine whether it needs
to be updated in order for the State to be in full compliance. If updates are nec-
essary, the Governor must make and submit them; if no updates are necessary, the
Governor must certify in writing that the previous MOA remains in effect.

Until recently, review of the MOA documents was CRC’s primary method of as-
sessing whether each Governor was satisfying his/her oversight responsibilities.
Within the past 2 years, CRC has shifted the emphasis of its reviews to determining
whether the actions described in the plans are actually being implemented.

CRC offers recipients a number of different types of technical assistance and
training. The agency’s website, which underwent a major reorganization in fiscal
year 2010, contains compliance assistance tools and training courses on a number
of nondiscrimination-related topics, including disability issues. CRC staff members
provide individualized compliance assistance and information, upon request, to con-
gressional staff, State- and local-level Equal Opportunity Officers, Disability Pro-
gram Navigators, Job Corps administrators and staff, other DOL managers and em-
ployees, representatives from other Federal departments and agencies, members of
the public seeking information about civil rights laws, and a host of other persons
from CRC’s internal and external customer base. This assistance and information
is generally provided by phone or e-mail, and occasionally in person. (Note: The ma-
jority of technical assistance requests CRC receives are with regard to disability
issues, such as the lawfulness of disability-related inquiries.)

With regard to training, CRC continues its policy of delivering training courses
and workshops at State- or Local Area-sponsored training events, tailored to the
specific issues of concern to the audience. In recent months, the agency has lever-
aged limited resources by providing these courses and workshops remotely, via
webinar and audio conference; live delivery will take place as budgets permit. In ad-
dition, CRC will offer its 22nd Annual National Equal Opportunity Training Sympo-
sium from August 30 through September 2 in Crystal City, Virginia. The 2010 event
drew approximately 350 State- and local-level EO Officers and staff, as well as ad-
ministrators and staff of the One-Stop workforce development system; Job Corps
staff and contractors; and other stakeholders.

Question. What will the ODEP achieve in terms of workload and performance in
fiscal year 2011?

Answer. The fiscal year 2011 information and data provided in the fiscal year
2012 congressional budget justification was based on an annualized continuing reso-
lution at fiscal year 2010 enacted appropriations. Since the final fiscal year 2011
appropriation closely approximated these funding levels, the delay in appropriations
is not expected to create any significant challenges in achieving workload and per-
formance goals. At this point, we do not expect the performance for the Office of
Disability Employment Policy (ODEP) to differ significantly from the fiscal year
2011 information in the fiscal year 2012 congressional budget justification.

EMERGING INDUSTRIES AND HIGH GROWTH OCCUPATIONS

Question. The prediction of emerging industries and high growth occupations is
essential to effective workforce development. What are the current ways that ETA
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is using labor market information to improve workforce services such as job search,
career counseling and training?

Answer. We agree that labor market information (LMI) including information
about emerging industries and high growth occupations is necessary to ensure that
job seekers, career changers, and strategic planners have the labor market intel-
ligence they need to make sound training, education, and economic development in-
vestments. This past year, ETA launched two new creative and useful electronic
tools: mynextmove.org which is a career exploration site for individuals entering the
labor market and myskillsmyfuture.org which quickly shows unemployed workers
what other jobs need their skill sets.

ETA takes several actions to assure that State and local workforce investment
boards, One-Stop Career Centers, partner agencies, job seekers, and businesses have
a wide variety of reliable and comparable labor market data and information. ETA
provides annual funding from the Workforce Information-National E-Tools and Ca-
pacity Building budget line to the States and territories and consortia of States to
support the collection and dissemination of state and local labor market information,
including:

—Production at the State and local levels of 2- and 10-year industry and occupa-

tional employment projections;

—Population of the Workforce Information Database that facilitates the sharing
among the States of comparable data sets on wages, licenses, credentials, mili-
tary to civilian occupational cross walks, employer location and contact informa-
tion, etc.;

—Maintenance and expansion of the occupational information network (O*NET)
that documents occupational skills, competencies, and detailed work activities
including new, emerging, or evolving occupations such as green jobs; and

—Universal access to the LMI data described above and a variety of other data
through state LMI web sites and via national electronic tools including the Ca-
reer One Stop portal at www.CareerOneStop.org and ONET Online at http:/
www.onetonline.org/. These websites and portals receive more than 38,000,000
customer visits per year.

In addition, in 2009, ETA provided nearly $50,000,000 in ARRA competitive
grants for State LMI Improvement grants to 24 States and six consortia. While most
projects continue to operate, to date the States have:

—Conducted numerous State- and local-level surveys to measure green jobs and
the impact green jobs are having on their States’ economies, and to identify edu-
cation and training programs that support skills acquisition for emerging indus-
tries and occupations;

—Researched the use of “Real Time” LMI (job openings data collected daily and
aggregated from the Internet job banks and corporate websites) to enhance 2-
year and 10-year projections and to make more job opportunity data available
to job seekers;

—Conducted research on green jobs skills with the goal of aiding dislocated work-
ers’ transition from declining to transforming and emerging industries; and

—Developed new tools and improved access to workforce and LMI data in the
labor exchange operations within the One-Stop Career Centers.

Question. How is the Department working to improve the use or availability of

this information to make quality and timely predictions?

Answer. One of the State LMI Improvement grants, noted in the response to
SSEC 37, was awarded to the Projections Managing Partnership consortia of States
to re-write and enhance the State and local industry and occupational short-term
(2 years) and long-term (10 years) software suite that States use to inform training,
education, and economic development investment decisionmaking. This is now avail-
able to all States to produce the occupational projections. In addition, the consortia
made enhancements to add the skills that will be in demand by combining the pro-
jected occupational growth and O*NET-defined skills.

In September 2010, the Department released a new skill transferability tool spe-
cifically designed for direct use by dislocated workers who have skills and work ex-
perience but need to change jobs to adapt to the changes in their local economy.
Called myskillsmyfuture.org, this site uses simplified navigation, language, and in-
tegrated information resources to provide a seamless experience for dislocated work-
ers. Similarly, for individuals who are exploring careers, the Department released
a site in February 2011 with simplified language, and an online 60-question interest
assessment tool that makes the O*NET occupational profiles easier to access and
use, while ultimately still linking to the additional detail available through O*NET
OnLine. This tool is found at mynextmove.org.
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ADULT EMPLOYMENT AND TRAINING ACTIVITIES

Question. The fiscal year 2012 budget request indicates that the Department will
increase the rate of industry-recognized credential attainment among customers re-
ceiving training. What is the strategy for increasing credential attainment and how
will the Department measure its progress on this goal?

Answer. The Secretary of Labor has set a high priority performance goal of in-
creasing by 10 percent the number of workforce program participants who attain in-
dustry-recognized credentials. To support this goal, the Employment and Training
Administration has issued guidance to the system (Training and Employment Guid-
ance Letter 15-10), provided technical assistance through webinars and other
{neans, and invested in promising program models. A summary of this activity fol-
ows:

ETA, with its partner agencies in Education and Health and Human Services,
supports the increase of credential attainment through the development of career
pathway systems. Through strong alignment of education, training and employment
services among public agencies and with employers, career pathway approaches bet-
ter enable low-skilled adults and other hard-to-serve populations, students, and
workers, to succeed in postsecondary education and earn in-demand, industry-recog-
nized credentials that place them on a career ladder. Through discretionary grants
and technical assistance efforts, ETA is working with community colleges, State
workforce systems and others to develop career pathway models that link education
and training to advancement along a specific track. For example, one career path-
way includes bridge programs to assist Certified Nursing Assistants to become Li-
censed Practical Nurses.

ETA also focuses on strengthening programs like Job Corps and YouthBuild that
help young people earn valuable occupational credentials while completing high
school and Registered Apprenticeship programs that provide participants a valuable
credential while earning wages on the job.

Through the Trade Adjustment Assistance Community College and Career Train-
ing Initiative, the Department of Labor will make a large investment in building
the capacity of community colleges and other eligible higher education institutions
to design programs that meet the needs of trade-impacted workers. These programs
will be designed to meet the needs of non-traditional, eligible students for flexible
scheduling, easy entry and exit from programs, accelerated remediation through
contextualization, integrated academic and occupational training, on-line courses,
and more. They will reflect evidence-based strategies that have proven effective, or
test strategies that have promise.

DISLOCATED WORKER EMPLOYMENT AND TRAINING ACTIVITIES

Question. Dislocated Worker National Emergency Grants (NEGs) are sometimes
used to create employment opportunities for dislocated workers to assist with clean
up from natural disasters. What portion of fiscal year 2010 NEGs was used for these
purposes and how many dislocated workers received employment opportunities
through these grants?

Has the use of NEGs for this function increased over time?

Answer. As fiscal year 2010 appropriations fund Program Year (PY) 2010 activity
for National Emergency Grants (NEGs), we are providing responses based on dis-
aster NE)G activity thus far in PY 2010 (PY 2010 began July 1, 2010 and ends June
30, 2011).

Within the National Reserve, the fiscal year 2010 appropriation provided
$190,919,666 for NEGs. As the table below shows, the Department has awarded 18
disaster NEGs and funded two increments for prior year disaster NEGs, for a total
$79,893,327. Of the amount awarded, $69,041,816 was funded, which is about 36
percent of the almost $191 million available for NEGs in PY 2010 and 55 percent
of the $126,544,605 awarded to date. An estimated 6,180 individuals will receive
temporary employment opportunities and reemployment services through these
NEGs. A number of these NEGs are too recent to have completed their final plan-
ning/hiring, so we have presented their participant estimates in italics.

Disaster NEG funds provide funding to create temporary jobs to support clean-
up and recovery efforts. These efforts can fluctuate widely depending on the num-
ber, severity, and type of natural disasters that occur in any given year. Activity
in PY 2010 is slightly above average. However, it doesn’t compare to Hurricane
Katrina/Rita efforts, where Louisiana alone spent $43,599,160 to provide 7,502 dis-
aster affected workers temporary employment and reemployment services.

As indicated, we are still within the program year, and it is customary for State
applications to come in late in the program year as formula funds are depleted. As
a result of this practice, together with recent weather emergencies, the Department
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currently has applications that exceed the remaining funds for NEGs and we expect
the entire appropriation to be awarded.
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YOUTHBUILD

Question. As you know, as a result of the significant funding constraints on the
fiscal year 2011 continuing resolution, the 2011 funding level for YouthBuild rep-
resents a significant reduction to the program. Specifically, the program was funded
at $80 million—a $23 million or 22 percent reduction. On May 17, 2011, the Depart-
ment announced 74 grantees that will receive funding under the fiscal year 2011
appropriation for YouthBuild. How many existing YouthBuild grantees have lost
funding as a result of the reduction and how many of the 74 awards are going to
new grantees not previously funded by the Department?

Answer. With fiscal year 2009 and American Recovery and Reinvestment Act
Funds (ARRA), a total of 183 grants were funded by the Department of Labor
(DOL). In fiscal year 2011, a total of 74 grants were awarded, of which two went
to organizations not previously awarded grants by DOL. This means that 72 pre-
viously funded grantees were refunded through the 2011 competition. Therefore, 111
grantees were not refunded in the most recent competition.

Question. In the past the Department has tended to fund YouthBuild grants on
a 2-year basis. Has that approach changed as a result of the lower funding level
in fiscal year 20117

Answer. With fiscal year 2011 funds, the Department of Labor (DOL) awarded 74
YouthBuild grants that are for 2 full years of program services. These grants were
provided the full amount from the fiscal year 2011 funds. This plan was outlined
in Solicitation for Grant Application announced in October, 2010 and was not a re-
sult of the lower funding level.

JOB CORPS

Question. The fiscal year 2011 continuing resolution included a $75 million rescis-
sion to Job Corps construction and renovation funds. How will Job Corps implement
that rescission?

What projects will it impact and will Job Corps go forward with the planned con-
struction of centers in Wyoming and New Hampshire?

Answer. Job Corps had preliminarily identified $75 million from previously budg-
eted, but not obligated, projects. These projects have now been placed on hold, sub-
ject to available resources, and may be designated to receive funding in future Pro-
gram Years. These projects are in one of three categories: (1) projects in which the
budgeted amount includes the construction phase of the project, (2) projects in
which the budgeted amount includes the design phase of the project, and (3) projects
in which the budgeted amount was only partially rescinded.

The new centers in Wyoming and New Hampshire are still under consideration
in light of the available funding. Final decisions will be made after the Department
thoroughly assesses the impact of the rescission and concludes a re-evaluation of
Job Corps’ inventory of construction projects.

WORKFORCE INNOVATION FUND

Question. The fiscal year 2011 continuing resolution included $125 million for a
new Workforce Innovation Fund to support innovative new strategies or expand evi-
dence-based strategies that align programs and strengthen the workforce develop-
ment system to improve the education and employment outcomes for job seekers
and workers, youth, and employers. What are the Department’s plans for these
awards in terms of the timing of the solicitation and awards and the likely number
of awards?

What benefits do you see these grants having for the workforce investment system
and how would these initial grants tie to the President’s fiscal year 2012 request
for Workforce Innovation Funds?

Answer. While the precise timeline is still being discussed, ETA is pursuing an
aggressive timeline to prepare for publication of the first Workforce Innovation
Fund (WIF) Solicitation for Grant Applications. To ensure that our final product
draws fully on the experience and knowledge of stakeholders and is capturing the
most innovative and promising approaches, the Department has commenced an in-
tensive stakeholder engagement strategy which includes outreach to Federal part-
ners, including the Departments of Education and Health and Human Services and
the Office of Management and Budget; State and local workforce organizations;
intergovernmental organizations and associations; Senate and House Committees
(Authorizing and Appropriations); and foundations and the research community.
ETA is using a mix of face-to-face discussions and webinars to encourage broad par-
ticipation; it has  established a general e-mail account (work-
force.innovation@dol.gov) where stakeholders can post ideas and feedback. ETA will
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determine the size and scope of grants after analyzing information from the con-
sultations.

The WIF offers a unique opportunity to test innovative workforce strategies that
lead to system change. While the fiscal year 2011 budget provides only a brief de-
scription of the WIF, the fiscal year 2012 budget request provides additional infor-
mation and outlines the intent and purpose. Specifically, the administration intends
that the Fund:

—invest in projects that deliver services more efficiently and achieve better out-

comes, particularly for vulnerable populations and dislocated workers;

—support both structural reforms and the delivery of services;

—emphasize building knowledge about effective practices through evaluation;

—translate into improved labor market outcomes and increased cost efficiency and

other measures in the regular formula programs; and

—facilitate the use of waivers where necessary to achieve better outcomes and fa-

cilitate cooperation across programs and funding streams.

In fiscal year 2011, the Department is the sole contributor to the fiscal year 2011
Workforce Innovation Fund. Therefore, the first year of funding on innovation strat-
egies will directly benefit Title I and IIT (Workforce Investment System and Wagner-
Peyser Employment Service) programs, although proposals to improve coordination
with Title II and IV, and other Federal programs would be in line with goals for
system reform. If joint funding with the Department of Education is achieved in fis-
cal year 2012, the Department will have a solid framework from which to expand
to the other WIA title programs.

COMMUNITY SERVICE EMPLOYMENT FOR OLDER AMERICANS (CSEOA)

Question. The President’s fiscal year 2012 budget proposes the transfer of CSEOA
to the Department of Health and Human Services’ Administration on Aging. What
has been the reaction to this proposal of the national nonprofit agencies who admin-
ister the majority of these grant funds?

Have you received a lot of comments from those entities, what are their concerns
and how are you addressing their concerns in your transition planning?

Answer. The Department has received very few direct comments from grantees.
However, we have arranged two conference calls for the Assistant Secretaries of the
Department of Health and Human Services (HHS) Administration on Aging (AoA)
and the Department of Labor Employment and Training Administration to speak
with the national grantee directors and with all grantees to address any concerns.
Questions in advance of and during the calls largely centered on how the program
would work if it went to AoA, and what kind of changes AoA anticipated making
in how the program is structured and funds are allocated. Both Assistant Secre-
taries assured grantees that the Departments would work collaboratively to ensure
that the proposed transfer would be as seamless as possible, with collaboration and
consultation at the staff level already underway. This would include coordination on
the statutorily required national grantee competition planned for late 2011, with op-
erations under these new grants effective in 2012.

Question. Also, as the budget notes, the majority of State CSEOA programs are
housed within offices on aging, senior services or health and human services depart-
ments. What will the transfer of this program mean for the 17 States where that
is not the case, where CSEOA programs are housed in labor departments and how
will DOL and HHS ensure a smooth transition for those grantees?

Answer. Under the Older Americans Act, Governors have complete discretion on
where within the State bureaucracy the CSEOA program is housed. Program serv-
ices, performance goals, program structure, coordination requirements, etc., are not
dependent on whether the program is administered at the State level by either a
Labor or HHS State agency. Because CSEOA has a dual focus on job training and
community service, it can be effectively run by either the Labor or HHS State agen-

cy.

QUESTIONS SUBMITTED BY CHAIRMAN DANIEL K. INOUYE
WORKFORCE INVESTMENT ACT (WIA) WORKFORCE INNOVATION FUND

Question. Are the innovation grants proposed in the fiscal year 2012 budget in-
tended to inform the Employment and Training Administration’s (ETA’s) reauthor-
ization efforts or are they a component of ETA’s ongoing efforts to improve program
functioning?

Answer. This Fund represents a small but crucial investment in innovative, evi-
dence-based and cost-saving workforce strategies to strengthen outcomes for both
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workers and employers. This Fund will benefit future WIA formula-funded activities
by moving the public workforce system toward better results and more cost effective
delivery that can be replicated broadly across the workforce system. In addition,
while evidence developed over the next few years may not be available in time to
inform an imminent WIA reauthorization, it would inform future WIA reauthoriza-
tions and administrative guidance issued by the Department.

Question. Are the proposed innovation grants multi-year grants and would they
require funding in subsequent years? If these proposed innovation grants are in-
tended as multi-year grants, what are the proposed periods (e.g., 3 years, 5 years)?

Answer. Grant funds are available for Federal obligation through September 30,
2012; the appropriation remains available for recording, adjusting, and liquidating
obligations properly chargeable to the WIF account until September 30, 2017. As-
suming a 1 year close out period, grants could be provided for a period of up to 5
years. Senators Harkin and Murray have recommended a 2-3 year period of per-
formance. While this aligns with our typical grant award period, and will ade-
quately accommodate front-line service delivery reforms, such a time period may not
be sufficient for a State or regional partnership to make structural or systemic
changes at the State or local level and observe how those changes increase efficiency
or quality in service delivery. Currently, the Department is engaged in intensive
stakeholder consultations for the WIF which will provide more information around
a practical timeframe of grant availability.

Question. Will the proposed reduction in the Governors Reserve from 15 percent
to 7.5 percent of State formula grant allocations affect the ability of Governors to
carry out required statewide activities within the WIA system?

Answer. It is possible that the reduction in the Governor’s Reserve will cause
States to scale back on some statewide activities, including performance incentives
to local areas. The fiscal year 2011 Full-Year Continuing Appropriations Act reduced
the Governor’s Reserve from 15 percent to 5 percent, which will provide a test case
to determine how States prioritize their statewide activities with fewer available re-
sources. For the fiscal year 2011 funds, the Department has advised States to con-
sider investments in statewide activities central to State management such as re-
porting or those that provide direct services to participants ahead of other required
activities. States that are unable to carry out all required activities due to a lack
of funds may apply for a waiver to allow for a temporary exemption from the re-
quirement to carry out some of the required statewide activities, such as perform-
ance incentives and evaluations.

UNEMPLOYMENT COMPENSATION (UC)

Question. What has DOL done to discourage States from reducing the number of
weeks that unemployed workers can receive regular unemployment compensation
(UC) benefits?

Answer. The Federal-State UC program is a cooperative arrangement between the
Federal Government and the States providing income support to individuals who
meet the eligibility requirements of State law. Federal UC law establishes broad re-
quirements that State laws must meet. Otherwise, States are free to establish the
requirements of their own UC laws. Federal law has never included any require-
ments concerning weeks of benefits payable. Thus, DOL has no official role in man-
dating the number of weeks of benefits that States provide; we implement laws
passed by Congress. Additionally, we note that until the American Recovery and Re-
investment Act, Federal law had never included any requirements concerning week-
ly benefit amounts. Currently States that have agreed to operate the Emergency
Unemployment Compensation (EUC) program on behalf of the Federal Government
(and all States currently do) are prohibited from reducing their weekly benefit
amounts. The EUC program is currently set to expire December 31, 2011, with
phase out completed by June 9, 2012.

There are potential consequences if States reduce the number of weeks of benefits
available. Specifically, the benefit amounts available under the permanent extended
benefits (EB) program and the temporary emergency unemployment compensation
(EUC) program are reduced if individuals received fewer than 26 weeks of regular
UC. DOL has informed States considering such benefit reductions of the impact on
EUC and EB benefit amounts that would be available to eligible individuals in their
States.

Question. Will the administration support the reauthorization of the Emergency
Unemployment Compensation (EUCO08) program before it expires in January 20127
Would the administration support an extension of 100 percent Federal financing for
Extended Benefits (EB) beyond January 4, 2012?
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Answer. When people lose their jobs our Unemployment Insurance system pro-
vides crucial support for both the recipients and their communities. We've seen in
every recession how important these benefits are not just in helping to keep food
on the table and roofs over peoples’ heads, but they provide an automatic stabilizer
for our economy. Each dollar paid out in Ul benefits generates $2 in economic activ-
ity, which means that helping the jobless prevents joblessness.

The extension of Emergency Unemployment Compensation (EUC) and 100 percent
Federal financing of Extended Benefits—that we pushed for and passed as part of
the broadly supported tax agreement in December—have been very important for
our economy. They are helping 7 million Americans support themselves while look-
ing for work who would otherwise have seen their benefits expire and supporting
the businesses in their community. The Council of Economic Advisers estimates that
these extensions of Federal support for unemployment insurance will create 600,000
jobs this year.

As we continue to work every day to put Americans back to work, we are looking
at a wide variety of options. The extension of Unemployment Insurance benefits is
also one of the ideas that should be analyzed economically and discussed with all
Members of Congress as we go forward.

Question. Does the administration favor adding another Tier of emergency UC
benefits to the Emergency Unemployment Compensation program (EUC08)?

Answer. Whether Unemployment Insurance benefits should be expanded is worth
both analyzing economically and discussing with all members of Congress as we go
forward.

DAVIS-BACON ACT

Question. What are Department of Labor’s plans to improve implementation of the
Davis-Bacon Act?

Answer. In fiscal year 2010, the Wage and Hour Division (WHD) re-engineered
its Davis-Bacon wage survey processes to improve the quality and timeliness of
wage determinations published by the agency. For example, we are now utilizing
State prevailing wage determinations as the basis for issuing more current highway
wage rates. This change, coupled with improvements to the survey process, has posi-
tioned the agency to complete during fiscal year 2011 all surveys that are currently
in the pipeline.

WHD continues to improve the IT system used for Davis-Bacon wage determina-
tions and to re-engineer its wage determinations processes in order to improve the
timeliness and accuracy of wage determinations. We are also building upon previous
efforts to revamp and enhance performance measures and goals, as well as increase
our numbers of trained and experienced survey staff. We believe all these efforts
will produce more responsive and representative survey results that will lead to
more accurate and timely wage determinations.

Question. What resources would DOL need to ensure that Davis-Bacon wage de-
terminations are accurate and up-to-date?

Answer. The Department’s budget does not include a request for additional re-
sources for Davis-Bacon wage determinations. Process changes in conducting wage
surveys are currently being implemented. These changes should enable the Wage
and Hour Division to update and to keep current wage determinations nationwide.

Question. How will the administration’s proposed cut to the Community Service
Employment for Older Americans program affect services to older, low-income
Americans?

Answer. The fiscal year 2011 budget allocation has already reduced program fund-
ing to the level proposed in the fiscal year 2012 budget. It will mean an approximate
25 percent reduction in funding and services to unemployed, low-income seniors
starting in PY 2011, as compared to PY 2010 regular funding. However, grantees
are already implementing management strategies to help ensure that the impact of
the severe funding reductions on current CSEOA participants is minimized in so far
as possible. Grantee strategies include eliminating new enrollments, cutting back on
hours of paid community service training for individual participants, and restricting
any time extensions for current participants beyond the new statutory 48 month
participation limit that starts on July 1, 2011.

QUESTIONS SUBMITTED BY SENATOR PATTY MURRAY
EVALUATIONS AND PERFORMANCE

Question. Duplicity and ineffectiveness are two claims that have been levied
against Federal job training programs recently, mostly in response to the release of
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a GAO report earlier this year. However, most of the inquiries I've heard into these
claims never got to the heart of the matter. I believe that accountability and per-
formance are too important not to address the issue fully.

I’d like to ask about the evaluation required under Sec. 172 of the law. To your
knowledge, why, under the Bush administration, didn’t the Department complete
the multisite control group evaluation of WIA formula programs by fiscal year 2005
as required by statute?

Has the Obama administration made such an evaluation a priority?

Answer. While rigorous random assignment impact studies provide the most cred-
ible information on program effectiveness, these also are highly resource intensive
and take a minimum of 5 years to implement and complete. The Bush administra-
tion had several policy proposals to change WIA, and while we cannot answer with
certainty why decisions were made, it is our understanding that the Bush adminis-
tration viewed the WIA program as a program undergoing a transition. It generally
is advisable not to conduct an evaluation of a program undergoing transition, as it
could result in incorrect conclusions.

While it is unfortunate that we do not have evaluation results from that period
in time, in 2008, the Department commissioned the rigorous WIA Gold Standard
Evaluation of the Adult and Dislocated Worker Programs (WGSE). This study will
use a control group to measure the impact of the WIA adult and dislocated worker
formula programs at nearly 30 randomly selected sites. The study’s results will be
available in 2016, although this schedule is dependent upon continued appropria-
tions for the evaluation of WIA programs.

Question. I'd like to ask about the other evaluations that the Department has un-
dertaken under the authority of Sec. 172. Another recently released GAO report
noted that ETA released 34 reports to the public in 2008, 20 of which had waited
between 2 and 5 years to be approved for public release. GAO goes on to note that
several of those reports would have been useful for the workforce system.

To your knowledge, why didn’t the Bush administration release those findings and
reports earlier?

How has the Obama administration worked to address the criticisms leveled by
GAO concerning it research and evaluation activities for WIA programs?

Answer. As I understand it, the Bush administration argued that those studies
were flawed. What I can tell you is that the GAO’s March 2011 report discussed
the marked improvement in the dissemination of research reports by the Employ-
ment and Training Administration under my leadership at the Department of
Labor. The GAO noted that, “The 34 research reports published by ETA in 2008
took, on average, 804 days from the time the report was submitted to ETA until
the time it was posted to ETA’s research database. By, contrast, from 2009 through
the first quarter of 2010, the average time between submission and public release
was 76 days, which represents a more than 90 percent improvement in dissemina-
tion time compared with 2008.”

The Department has also worked diligently over the past 2 years to increase the
rigor of its evaluation studies. For example, I created the Chief Evaluation Office
(CEO), which was staffed in May 2010. The purpose of this office is to coordinate
the Department’s research and evaluation agenda in order to increase its capacity
to conduct high quality, rigorous evaluations.

In addition, since 2009, about half the evaluations the Employment and Training
Administration (ETA) has funded have been rigorous, random assignment impact
evaluations. These include: (a) the Workforce Investment Act (WIA) Gold Standard
Evaluation of the Adult and Dislocated Worker Programs (WGSE); (b) the
YouthBuild Impact Evaluation; (c) the Reintegrating of Ex-Offenders Random As-
signment Evaluation; (d) the Impact Evaluation of Green Jobs, Health Care and
High Growth Training Grants; and (e) the Transitional Jobs Impact Evaluation.
Each of these evaluations will examine net impacts on employment, retention and
earnings, and include benefit-cost analyses. ETA was able to fund these evaluations
through an increase in fiscal year 2010 appropriations and the large one-time infu-
sion of funds made available to the Department through the American Recovery and
Reinvestment Act of 2009.

While rigorous random assignment impact studies, such as the WGSE, provide
the most credible information on program effectiveness, they also are highly re-
source intensive. Mindful of the statutory responsibility and to address the knowl-
edge gap until the WGSE results are available, in 2009 the ETA released the results
of a quasi-experimental net impact evaluation of the WIA Adult and Dislocated
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Worker programs.! This study uses the next-best methodology when random assign-
ment is not available. This evaluation found positive long-term earnings impact for
both programs. ETA plans to publish interim findings of the WGSE in 2013, and
the final report will be available in 2016.

In addition, random assignment evaluations may not always be possible when the
law requires that people receive services as is the case in many entitlement pro-
grams such as the Unemployment Insurance (UI) program. In November 2010, ETA
released a study which used nationally representative tax and benefit data in a
prominent macroeconomic model, which provided new evidence reaffirming the
value of Ul as an automatic economic stabilizer during the latest recession.2

Question. I'd like to address the lack of performance information argument. Does
the Department collect performance data on WIA formula programs? If so, how long
has such data been collected and what does it reveal about the value of WIA pro-
grams?

Answer. The Department has collected performance information on WIA formula
programs since its inception. The principal data set, known as the Workforce Invest-
ment Act Standardized Record Data (WIASRD), records a wide range of information
about individual program participants, including program outcomes for participants
after they have exited from the program. The outcomes recorded include employ-
ment, job retention, and earnings, as well as attainment of education, credentials,
and skills.

Other information collected includes individual demographic information and data
about participation in and services or other assistance received through WIA or
partner programs. The full list of data elements collected by WIASRD is posted on-
line at http://www.doleta.gov/performance/guidance/WIA/Appendix-A-WIASRD-Spec-
ifications-Expires-02282009.xls.

Since WIA’s inception, the Department has used this information to produce and
disseminate quarterly and annual performance reports. These reports provide aggre-
gate summary information on program exiters and their outcomes with respect to
the given time periods. These reports are available to the public on-line at http:/
www.doleta.gov/performance/results/Reports.cfm?#etaqr.

While this information is highly useful for monitoring program performance, it
cannot directly provide information regarding the value of the programs. However,
this information is the primary source of data on which program evaluations, cost-
benefit analyses and/or impact studies are based. On the whole, these studies have
provided evidence that WIA programs enhance both the employment prospects and
future earnings of WIA participants.

As with any performance accountability system, WIA data systems and perform-
ance metrics could always be improved or expanded. However, WIA is certainly not
lacking performance information as the WIASRD is a rich dataset.

INVESTMENT COMPARED TO NEED

Question. A recent GAO report noted $18 billion was invested in Federal employ-
ment and training programs in fiscal year 2009, an increase of $5 billion since an
analysis in 2003. The same report goes on to note that after adjusting for inflation,
the increase in funds equals $2 billion, which is approximately the same amount
Congress invested in these programs in the American Recovery and Reinvestment
Act to help address the impact of the Great Recession. I've seen some reports that
public financing for our workforce development programs has actually fallen by 90
percent since the 1970s while our workforce has grown by 50 percent.

However, just looking at recent years, it’s my understanding that the one-stop de-
livery system saw a marked increase in use over the last several years due to the
downturn in the economy. In fact, it experienced nearly 234 percent increase in par-
ticipants. Do you believe that Federal investments have matched the increasing
need for services since 2003?

Answer. In calendar year 2010, ETA programs served more than 39.1 million peo-
ple. The Wagner-Peyser Employment Services (ES) and Unemployment Insurance
(UI) served 74.6 percent of this total, and 63 percent of those receiving Unemploy-
ment Insurance also received Wagner-Peyser funded Employment Services. ETA’s
other programs provided more comprehensive services to over 9.9 million people in
2010. The high level of participants reflects the continued demand for temporary in-

1The Workforce Investment Act Non-Experimental Net Impact Evaluation: Final Report may
be found at ETA’s Research Publication Database Web site.

2The Role of Unemployment Insurance As an Automatic Stabilizer During a Recession may
be found at ETA’s Research Publication Database Web site.
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come support, training and employment services including job search assistance,
and the impact of the American Recovery Act and Reinvestment Act funding.

While many of ETA’s current workforce programs existed in 2003, we are not able
to make a direct comparison between the number of individuals served in 2010 with
those served in 2003 due to a changing number of workforce investment programs
authorized and appropriated by the Congress. It also is important to note that the
$18 billion invested in Federal employment and training cited by the Government
Accountability Office includes the one-time $2 billion infusion of funding from the
American Recovery and Reinvestment Act. Without these funds, there will be a sig-
nificant decrease in individuals who receive WIA services.

Adequate funding is important; there are many individuals eligible for WIA serv-
ices that the system could serve with additional funding. In addition, increasing the
number of participants who acquire industry-recognized credentials through longer-
term training means higher cost services; and funding evaluations to assess the ef-
fectiveness of alternative approaches requires significant resources. However, these
needs must be balanced with the current economic environment, and the acknowl-
edgment that the Federal Government must live within its means. This requires
that investments be strategic and focus on increasing efficiency and alignment with
existing Federal resources. For example, the new Workforce Innovation Fund sup-
ports the identification and replication of innovative, evidence-based and cost-saving
workforce strategies.

The range of such investments can build on technological advances (e.g., using on-
line resources to reach more people), system flexibility measures such as waivers,
partnerships, and guidance on aligning or leveraging resources to help State and
local workforce investment programs deliver cost effective and high quality services
to job seekers and worker and employers.

ADMINISTRATIVE STRUCTURES

Question. Another claim we often hear about job training programs is multiple ad-
ministrative structures and lack of strategic approach to planning at the State level.
To help address this issue, we’ve heard about the value of unified planning and com-
mon performance measures as ways to reduce administrative burden while pro-
moting a better understanding about the value of these programs. How does the De-
partment propose to address these concerns?

What value do you see in unified planning and the use of common measures?

Answer. The Workforce Investment Act of 1998, Section 501 allows States to sub-
mit a single Unified Plan to satisfy the planning requirements of multiple employ-
ment and training programs. ETA currently is redesigning and streamlining the
Unified State Plan requirements in order to improve strategy-focused planning and
promote improved alignment and integration of workforce and other relevant pro-
grams. ETA is working with States to gather ideas and feedback on how the current
State planning process could be improved without any changes in law. We hope that
encouraging more strategic and joint planning among States will prepare the states
for any reauthorized WIA that enhances planning provisions. ETA will encourage
more States to engage in unified planning leading to improved outcomes across pro-
grams (as captured by the common measures) and resource utilization. Common
measures and unified planning are complementary tools that can support State and
Federal efforts to better align planning with performance measurement and make
each process more effective and efficient.

ETA anticipates sending revised planning guidance to States in December 2011
that will facilitate the inclusion of multiple partners in the planning process and
in the State plan submitted to the Department.

The goals of the effort to redesign State plans are to:

—Focus State planning on strategy instead of operations and compliance;

—Better align and integrate workforce programs and strategies with each other
and other relevant programs (e.g., training providers, education, and economic
development);

—Streamline various paperwork processes;

—Encourage strategic thinking and creating workforce strategies that focus on
skills training and credential attainment; and

—Use current labor market information and economic indicators to place newly
trained individuals into career pathway employment opportunities and track re-
tention through wage record information.
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QUESTIONS SUBMITTED BY SENATOR MARY L. LANDRIEU

Question. Your testimony this morning reflects the administration’s commitment
to keep annual domestic spending low by building on the recently enacted con-
tinuing resolution that defined spending levels for the remainder of fiscal year 2011
and to make the tough cuts necessary to achieve these savings. Can you identify
the additional cuts that would be needed to make the fiscal year 2012 DOL budget
request before us consistent with the deficit reduction framework President Obama
announced last month?

Answer. The President’s fiscal year 2012 budget was transmitted before enact-
ment of the final fiscal year 2011 appropriations bill. I am aware that there are on-
going bicameral, bipartisan discussions between the administration and congres-
sional leadership on the Nation’s long-term fiscal picture. These conversations, along
with the enacted fiscal year 2011 appropriations, could impact eventual funding lev-
els. The implications of both on the fiscal year 2012 request will be evaluated. None-
theless, the fiscal year 2012 budget request reflects the administration’s policy prior-
ities and remains a good starting point for developing funding levels. We look for-
ward to working closely with you as the process moves forward.

But while the administration is committed to making the tough cuts necessary to
achieve these savings—including to programs we care about—we will not sacrifice
the core investments we need to grow and create jobs and protect our workforce.
We still believe that the fiscal year 2012 budget request is a disciplined approach,
representing responsible spending that supports the most critical investments nec-
essary to keep our workforce system moving forward to assist our country’s busi-
nesses and workers. The budget includes key investments that are an essential part
of the President’s commitment to out-innovate, out-educate and out-build our global
competitors, and to assure that our workplaces are safe and fair. In short, getting
America back to work is a top administration priority. As you formulate your appro-
priations bill, I hope we can work together to ensure adequate funding for the pro-
grams that help us reach that goal.

VOLUNTARY PROTECTION PROGRAMS (VPP)

Question. Currently, there are approximately 96 Voluntary Protection Programs
(VPP) sites in the State of Louisiana that are actively pursuing VPP status in the
State of Louisiana. Collectively, these sites employ approximately 28,871 workers.
The fiscal year 2012 budget request includes $4 million for Department of Labor’s
Occupational Safety and Health Administration (OSHA) to administer the VPP for
2012. How will President Obama’s proposed deficit reduction framework impact the
resources terms of their ability to administer the VPP?

Answer. The fiscal year 2012 request level includes sufficient resources to main-
tain the VPP program, which is included in the Federal Compliance Assistance
budget activity.

Question. According to Government Accountability Office report on the VPP pub-
lished in May 2009, approximately 80 percent of VPP worksites have fewer than 500
employees. Has OSHA studied and concluded separately on the impact on small
businesses?

Answer. The 80 percent figure does not accurately capture the true number of ac-
tual small businesses because GAO was looking at the size of the worksite and not
the size of the company owning the worksite. For example, many participating U.S.
Postal Service worksites have been classified as small businesses because they em-
ploy 250 or fewer employees.

OSHA has not concluded a separate analysis of the impact of VPP on small busi-
ness because only 99 out of the 1,644 Federal VPP sites (6 percent) of the total num-
ber of VPP sites meet the small business definition (250 or fewer employees and are
not part of a corporation/organization with 500 or more employees.)

Question. What are OSHA’s plans to review the impact on small businesses that
participate in the VPP?

Answer. While at this time, there are no plans to review the impact on small busi-
nesses that participate in the VPP, OSHA has formed a VPP Workgroup to conduct
a comprehensive evaluation of OSHA’s VPP in response to the May 2009 GAO re-
port. Comprised of Regional and National Office VPP personnel, the Workgroup will
review such subject areas as consistency in VPP administration, response to fatali-
ties and documentation following fatalities, effective use of limited resources, recer-
tification of current VPP sites, and training, communication, and cost of admin-
istering the VPP. The review process will involve interviews of OSHA VPP staff (Re-
gion and National Office), VPP stakeholders (e.g., VPPPA, labor unions, VPP cor-
porate participants, and congressional staff), and review of policy and procedure
manuals. A first draft of the Workgroup’s evaluation/report is to be completed by
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the end of September 2011. Small business participation in VPP will be addressed
as part of this comprehensive VPP evaluation.

Small businesses with exemplary safety and health management systems are
more likely to be recognized under OSHA’s Safety and Health Recognition Program
(SHARP). These small employers have had a full On-site Consultation visit and
meet other requirements. Upon receiving SHARP recognition, OSHA exempts work-
sites from OSHA programmed inspections during the period that the SHARP certifi-
cation is valid.

Question. What is the current status of implementing the recommendations from
the GAO report for assessing the performance of the VPP?

Answer. OSHA is continuing to evaluate and develop ways to improve internal
controls and measurement of program performance and effectiveness as part of the
ongoing VPP continuous improvement process. The Assistant Secretary’s series of
VPP policy memoranda (five to date, the earliest signed August 3, 2009, and the
most recent, April 22, 2011) include instructions to strengthen nationwide consist-
ency in OSHA’s administration of VPP; improve the quality and documentation of
OSHA actions following a fatality at a VPP site; strengthen internal controls, audit
procedures, tracking, and proper documentation of OSHA actions; and improve an-
nual data submissions required of all VPP participants and OSHA’s review of the
submissions and follow-up actions. And as mentioned above, in order to ensure suc-
cessful implementation of these improvements, OSHA has formed a VPP Workgroup
to conduct a comprehensive evaluation of OSHA’s VPP.

Question. Some of my constituents have contacted me regarding the Department
of Labor’s (DOL) proposed rule for expanding the definition of the term “fiduciary”
to include Employee Stock Ownership Plan (ESOP) annual appraisers. See 75 Fed.
Reg. 65263 (Oct. 22, 2011). According to testimony submitted by the American Soci-
ety of Appraisers at a hearing on this proposed fiduciary rule held last month, the
proposed rule would impose “significant financial burdens” on ESOP appraisers be-
cause it would require ESOP appraisers to purchase special high-cost fiduciary in-
surance in addition to the standard errors and omissions insurance required under
current law. These increased insurance costs will result in increases to the cost of
ESOP valuations—costs that would be then transferred to the ESOP and inevitably
to the customer. Has the DOL made a determination as to whether it will exempt
annual ESOP appraisals from the new fiduciary rules?

Answer. Some stakeholders have asserted that the proposal would cause some ap-
praisers to discontinue ESOP valuations and would significantly increase costs of
appraisals for small businesses that sponsor ESOPs. The Department is carefully
reviewing these and other comments with a view to avoiding unwarranted costs for
ESOPs. In so doing, we must also keep in mind that ESOPs often use annual ap-
praisals to calculate the dollar amount that participants who are leaving the em-
ployer will receive for their shares. Thus, such appraisals should be conducted in
a prudent and impartial manner.

Question. Some constituents have also raised questions as to how the above-ref-
erenced proposed fiduciary duty rule will impact broker-dealers servicing individual
retirement accounts. Constituents have expressed concern about the proposed rule
having the effect of restricting affordable access to services for initiating and man-
aging IRAs. Recent studies have illustrated that IRAs are the fastest growing ac-
counts holding retirement savings. Specifically, IRAs are widely held by small inves-
tors. Small investors prefer brokerage relationships over advisory relationships.
Ninety-eight percent of investor accounts with less than $25,000 are in brokerage
relationships. The proposed rule would practically make every investment-related
conversation with a client subject to fiduciary duty. Consequently, under this pro-
posed rule firms and their associated representatives may not receive different lev-
els of compensation based on the investment choices made by retail investors in pro-
tected IRA accounts. The current fee structure accommodates the needs of small in-
vestors by allowing firms to provide them with affordable investment services com-
mensurate with their risk profile. Under the proposed rule, brokerage firms would
be forced to offer investment services and guidance to IRA investors through fee
based advisory accounts—which frequently require much higher fees. These higher
fees make it uneconomical and unaffordable for the majority of IRA investors. What
is DOL going to do to ensure small IRA accounts can continue to be served by
broker-dealers in the same way they are being served now?

Answer. Today, the advice provided to workers, employers, and retirees about
their retirement plans is too often tainted by conflicts of interest and therefore po-
tentially harmful. There is strong evidence that unmitigated conflicts of interest
cause substantial harm, and therefore the Department is confident that amending
the fiduciary regulation to combat such conflicts will deliver significant benefits to
plan participants and IRA holders. This evidence is found in academic research, IRA
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underperformance, SEC examinations, and EBSA’s own enforcement experience.
Taken together, the available evidence more than establishes that such negative im-
pacts are present and often times large. When the fiduciary proposal is finalized,
plans, plan participants and IRA holders will be able to more readily access and
benefit from impartial advice that puts their interests first.

The Department has received comments that the proposed fiduciary regulation
would force brokers to convert their existing commission-based accounts into fee
based advisory accounts, which would result in higher fees and widespread distribu-
tions from smaller account, as these advisory accounts would require higher min-
imum balances. The Department is carefully considering these comments. To be
clear however, the proposal does not, by its terms, require brokers to restructure
their compensation as wrap fees or to convert brokerage accounts to advisory ac-
counts. Moreover, under already existing administrative exemptions broker-dealers
that are fiduciaries can receive commissions for trading securities, insurance prod-
ucts, and mutual funds—which are the types of investments that make up the large
majority of IRA assets today. These and other existing exemptions already create
substantial space for brokers to provide fiduciary advice as fiduciaries under ERISA
and the tax code while continuing to operate as brokers under the 1934 Securities
Exchange Act. In addition, we have ample authority to grant additional exemptions
if there are legitimate concerns that beneficial practices would be needlessly prohib-
ited. We will attempt to provide this clarification in a more formal manner as we
proceed in this process.

Further, the tax code itself treats IRAs differently from other retail accounts, be-
stowing favorable tax treatment, and prohibiting self-dealing by persons providing
investment advice for a fee. In these respects, and in terms of societal purpose, IRAs
are more like plans than like other retail accounts. Most IRA assets today are at-
tributable to rollovers from plans.3 The statutory definition of fiduciary investment
advice is the same for IRAs and plans. It therefore makes sense to establish a single
consistent definition for both by regulation, and then deal with the practical dif-
ferences between the two by tailoring exemptions accordingly. In addition, while
IRA holders have more choice, they may nonetheless require more protection. Un-
like plan participants, IRA holders do not have the benefit of a plan fiduciary to
represent their interests in selecting or compensating investment advisers. Com-
pared to those with plan accounts, IRA holders have larger account balances and
are more likely to be elderly. For all of these reasons, combating conflicts among
advisers to IRAs is at least as important as combating those among advisers to
plans.

QUESTIONS SUBMITTED BY SENATOR JACK REED
WORKSHARE

Question. As you know, I introduced legislation last year to expand work sharing,
which just over 20 States have adopted or implemented. I was pleased to see the
administration include a work sharing proposal in its budget this year that builds
off of my legislation. What can we do to encourage the remaining States to adopt
work sharing and for more businesses to participate in work sharing as a means
to avoid layoffs and help workers stay attached to the workforce?

Answer. The Department currently is limited in what it can do to actively encour-
age the adoption of worksharing or short-time compensation (STC) programs. Cur-
rent legislative authority for STC does not authorize certain State practices, such
as making the payment of STC contingent on the employer entering into a plan with
its employees and making such plan subject to approval by the State UC agency.
Amending Federal law would address these issues and allow the Department to
more actively promote STC. The Department’s Unemployment Compensation Integ-
rity Act of 2011 that was recently sent to the Congress includes language that
would provide the necessary legislative authority for the Department to more ac-
tively promote STC. The Department welcomes the opportunity to work with the
Congress to develop additional strategies to encourage more states to adopt STC
and more businesses to participate.

3Peter Brady, Sarah Holden, and Erin Shon, The U.S. Retirement Market, 2009, Investment
Company Institute, Research Fundamentals, Vol. 19, No. 3, May 2010, at http:/www.ici.org/pdf/
fm-v19n3.pdf.
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WORKFORCE INVESTMENT ACT REAUTHORIZATION

Question. Public libraries are key access points in the workforce investment sys-
tem. How can we strengthen these linkages in the Workforce Investment Act? Do
you see the Innovation Fund that was included in the fiscal year 2011 CR as an
avenue for supporting library-workforce partnerships?

Answer. We agree that public libraries are an important access point for all job-
seekers to access workforce services. Under current law, libraries may serve as affil-
iate One-Stop Career Centers and this feature should be preserved in a reauthorized
Workforce Investment Act. The Department has an agreement with the Institute of
Museum and Library Services (IMLS) to support strong linkages between public li-
braries and the workforce investment system. Under this agreement, the Depart-
ment has provided technical assistance and guidance specifically targeted to library
workers on how to use the workforce electronic tools such as career exploration,
résumé writer, job banks, etc. The Workforce Innovation Fund will test and support
innovative practices and strategies in the workforce system and will contribute to
the ongoing work of the Department to disseminate and replicate innovative, suc-
cessful, and proven practices, which may include those supported by partnerships
between the workforce system and other partners such as libraries. The Department
has launched a broad consultation process regarding the WIF with the public work-
force system and its stakeholders and partners, such as libraries, and this input will
help shape the grant solicitation.

QUESTIONS SUBMITTED BY SENATOR SHERROD BROWN
UNEMPLOYMENT RATE FOR AFRICAN AMERICANS

Question. In 2010, the overall unemployment rate in the United States was 9.6
percent. However, the unemployment rate for African-Americans was 16 percent,
which is nearly twice as much as the 8.7 percent unemployment rate for white
Americans. We also know African-Americans are among highest of the long-term
unemployed.

The numbers we use only include people who the Bureau of Labor Statistics con-
siders officially unemployed; still more Americans want jobs and can’t find one, yet
they aren’t considered unemployed. Many of these Americans, like discouraged
workers, have likely been unemployed for a very long period of time as well.

Please explain what DOL is doing to address the especially high long-term unem-
ployment rates among African-Americans?

Are there any programs geared specifically toward lowering the high unemploy-
ment rates among African-Americans?

Answer. DOL recently released a comprehensive report looking at the labor mar-
ket situation for African-Americans since the 2007—2009 recession. Although most
of the Department’s programs are not specifically targeted to any one demographic,
our programs are serving African-Americans who are unemployed and under-
employed in significant numbers. The following provides an overview of how these
programs have benefitted millions of African-Americans during these challenging
economic times:

—Ensuring that training and employment services are serving African Americans
and are providing a host of support services to hard-to-place workers.
—Between October 2009 and September 2010, more than 4.3 million partici-

pants served by the Department’s Wagner-Peyser program, employment serv-
ices administered by the Department, were African-American. This figure rep-
resents over 19 percent of total participants served by this program.

—The Workforce Investment Act (WIA) served 570,000 self-indentified African-
American Adult and Dislocated Worker participants who received staff-assisted
services from July 2009 to June 2010. For PY 2009 (July 2009—June 2010), after
receiving counseling or counseling and training services, over 330,000 Adult and
Dislocated African-American workers exited their respective programs. In addi-
tion, of those being served by WIA, over 140,000 African-Americans found jobs
during the corresponding timeframe.

—As of September 30, 2010, 28,392 African-Americans have been served by the
Department’s Community Based Job Training grants and 13,060 African-
Americans have been served through the Department’s High Growth and
Emerging Industry grants.

—Between October 2009 and September 2010, 11,835 African-American workers
impacted by trade were served by the Department’s Trade Adjustment Assist-
ance program.
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—In January 2011, the Department of Labor announced the availability of ap-
proximately $500 million for the first round of Trade Adjustment Assistance
Community College and Career Training Grants. The program will enable eli-
gible institutions of higher education, including but not limited to community
colleges, to expand their capacity to provide quality education and training
services suitable for Trade Adjustment Assistance program participants and
other individuals. The overarching goals of these grants are to increase at-
tainment of degrees, certificates, and other industry-recognized credentials
and better prepare workers, for high-wage, high-skill employment.

—The National Farm-Worker Jobs Program provides funding to community-based
organizations and public agencies to assist migrant and seasonal farm-workers
and their families attain greater economic stability. Between October 2009 and
September 2010, nearly 1,000 individuals who exited the program after receiv-
ing core, intensive, and training services were African-American.

—Since its inception in spring 2006, the Reintegration of Ex-Offenders pro-
grams have assisted over 26,000 participants. Of these, 15,530 (60 percent)
are African-Americans.

—The Federal-State Unemployment Insurance system (UI) served over
2,377,000 African-Americans from October 2009 to September 2010.

—Providing training opportunities for African-American workers to be involved in
the clean energy economy. In 2010, DOL funded the following Recovery Act
grant competitions designed to advance training and employment in these in-
dustries.

—“Pathways Out of Poverty” grants provided $150 million to support programs
that help disadvantaged populations find ways out of poverty and into economic
self-sufficiency through employment in energy efficiency and renewable energy
industries.

—Among the awardees was the East Harlem Employment Services, which will
work with foundations, unions, educational institutions, and minority contrac-
tors to provide education and training to 1,819 people and unsubsidized em-
ployment to 881 people in Flint, Michigan and Baltimore, Maryland.

—MDC, Inc. was awarded funds to train more than 700 persons, including 400
who will be placed into employment, in Orangeburg, Calhoun and Bamberg
Counties in South Carolina. The Los Angeles Community College District will
use funds to provide training to more than 925 persons, including 667 who
will receive on the job training.

—“Energy Training Partnership” grants provided $100 million for job training in
energy efficiency and clean energy industries, of which approximately $50 mil-
lion reached communities of color. The grants support job training programs to
help dislocated workers and other target populations, including communities of
color, find jobs in expanding green industries and related occupations.
—Transitioning more African-American youth to employment through programs

targeting individuals affected by high poverty and high unemployment.

Job Cops and Youthbuild

—Programs such as Job Cops and YouthBuild provide job training and edu-
cational opportunities for low-income or at-risk youth aged 16 to 24. As of Sep-
tember 2010, there are 8,380 African-American youth enrolled in YouthBuild,
representing nearly 60 percent of the participants served in the program.
—African-American youth represented approximately 50 percent of Job Corps

students. In addition, VETS and ETA recently announced a pilot for 300 vet-
erans to participate in Job Corps.

“Skills for America’s Future” Initiative

—Increasing college attendance and graduation rates among African-American
youth and encouraging more African-American students to pursue careers in
science, engineering and technology. The President’s “Skills for America’s Fu-
ture” initiative seeks to increase the number of college graduates in science,
technology, engineering, and mathematics (STEM), as well as improve industry
partnerships with community colleges and other training providers by matching
classroom curricula with industry standards and employer needs.

—Assisting workers interested in starting their own businesses. Entrepreneurship
training is available to dislocated workers and other adults and youth through
the public workforce system overseen by DOL. DOL is also currently conducting
an experimental training program called Growing America Through Entrepre-
neurship (GATE). Project GATE connects individuals with entrepreneurship
training and education to help them realize their dreams of business ownership.
Project GATE, which is now in its second phase, has been shown to increase
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the number of hours of business training participants receive, the speed of busi-

ness opening among participants, and the longevity of their businesses.

—In eight States—Delaware, Maine, Maryland, New Jersey, New York, Oregon,
Pennsylvania, and Washington—certain unemployed workers who participate
in entrepreneurship training or business counseling but would otherwise be
eligible for unemployment insurance can obtain weekly benefits through a
program called Self Employment Assistance.

Supporting Family-Friendly Workplace Policies

—Examples of such policies include flexible work schedules and on-site child care,
along with the Department’s Wage and Hour Division’s implementation of the
break time for the nursing mothers’ law, which became effective when the Pa-
tient Protection and Affordable Care Act was signed by the President in March
2010. This new law requires employers to provide reasonable break time and
a place—other than a bathroom that is shielded from view and free from intru-
sion by coworkers or the public—to express breast milk while at work. The De-
partment’s role in this effort will undoubtedly help nursing moms achieve bal-
ance between their job and care for their children.

—Additionally, the Department has taken steps to ensure more workers can take
advantage of the Family and Medical Leave Act (FMLA) by issuing an Adminis-
trator Interpretation clarifying that the definition of son and daughter includes
someone who stands or stood “in loco parentis” to the child. This interpretation
ensures that an employee who assumes the role of caring for a child receives
parental rights to family leave regardless of the legal or biological relationship.

—Protecting workers through enhancing the Department’s Wage and Hour Divi-
sion and Office of Federal Contract Compliance Programs enforcement
—The WHD is working to prevent employee misclassification. Misclassification

often results in the failure of employers to pay employees the proper min-
imum wage or overtime pay. Employers may also evade payroll taxes and
often do not pay for workers’ compensation or other employment benefits. As
a result of misclassification, employees are denied the protections and bene-
fits of this Nation’s most important employment laws—protections to which
they are legally entitled. Misclassification tends to be a pervasive problem in
industries that employ a large number of vulnerable workers, such as con-
struction, janitorial, staffing firms, restaurants, and trucking. The President
requested funding in fiscal year 2012 for DOL to lead a multi-agency initia-
tive to strengthen and coordinate Federal and State efforts to enforce statu-
tory protections, and identify and deter employee misclassification. This ini-
tiative will help provide employees with their rightful pay and benefits.

—The Department recovered more than $176 million in African-American
wages for nearly 210,000 workers in fiscal year 2010. Through the direct lead-
ership of Secretary Solis, the Wage and Hour Division hired more than 300
new investigators—a staff increase of more than one-third. These increased
staffing levels will help improve complaint investigations and more targeted
enforcement.

—In 2010, the Office of Federal Contract Compliance Programs (OFCCP) com-
pleted 80 compliance evaluations where it identified discriminatory practices
under Executive Order 11246, which bars race, gender, religious, and national
origin discrimination by Federal contractors impacting minorities, which in-
cluded African-Americans. One case of compensation discrimination against
an African-American male resulted in an award of $24,894 in back pay. Over-
all, OFCCP also entered into more than 96 Conciliation Agreements with dis-
crimination findings on behalf of more than 12,000 affected workers, resulting
in back pay awards of more than $9 million, and more than 1,400 potential
job offers to provide relief for affected workers who have been discriminated
against under the Executive Order. Of these, 14 discrimination cases im-
pacted 1,414 African-Americans.

WORKFORCE TRAINING STRATEGIES

Question. As we’'ve discussed on several occasions, I've been working on sector
partnership workforce training strategies for 4 years, along with Senator Olympia
Snowe. This is the strategy of bringing multiple industry players together, along
with labor, community colleges, and WIBs, to design a training curriculum and pipe-
line for future workers within that industry. It’s a proven strategy many Governors
have taken up, and we’re seeing success in Ohio, especially in biosciences and
healthcare.
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T've introduced legislation—the SECTORS Act—that would amend WIA to create
dedicated capacity for sector partnerships, and many States have used their 15 per-
cent set-aside for statewide activities under WIA to support these strategies.

The fiscal year 2011 CR created a new Workforce Innovation Fund that will be
used to support demonstration and replication projects that test innovative work-
force service delivery strategies, and the fiscal year 2012 budget request proposed
$380 million for the Fund.

Given the reduction in State-level funding under the recent CR, and while Con-
gress continues to consider WIA reauthorization, can you assure me that new and
existing sector partnerships will be eligible to receive support from the new Work-
force Innovation Fund?

Answer. Eligible applicants for these competitive grants are States, State agencies
eligible for assistance under Title I and III of the Workforce Investment Act, con-
sortia of States, or partnerships, including regional partnerships (which ETA inter-
prets to include partnerships of local Workforce Investment Boards). Applications
submitted by an eligible entity should demonstrate appropriate and engaged part-
nerships that support the proposed innovation that leads to better employment out-
comes for individuals, meets the skill needs of employers, accelerates learning and
credential attainment, and increases efficiencies in the delivery of services. Depend-
ing on the relationship and types of activity, sector partners may be eligible to re-
ceive funding in support of the overall goals of the proposed innovation.

ETA is engaged in a consultation process with key stakeholders including the
Federal partners, Congress, intergovernmental organizations, and the public work-
force system in support of the SGA development. Your comment and others received
through both formal and informal discussions will be taken under advisement as the
Department refines the WIF.

PAYROLL FRAUD PREVENTION ACT

Question. I recently introduced, with Senators Harkin, Blumenthal, and Franken,
the Payroll Fraud Prevention Act (S. 770) which would protect workers from being
misclassified as independent contractors, thereby ensuring access to fair labor
standards, health and safety protections, and workers compensation. The Presi-
dent’s budget includes $46 million to combat worker misclassification.

What is DOL’s plan for cracking down on worker misclassification and payroll
fraud? How does making misclassification a violation of the Fair Labor Standards
Act (FLSA) helpful to your efforts?

Answer. The administration recognizes that misclassification is a serious prob-
lem—it often deprives workers of rights and benefits to which they are entitled
under the law; it results in a loss to Federal and State revenue, and underfunded
unemployment insurance and workers compensation funds; and it creates an uneven
playing field for those employers who obey the law. This i1s why the Department is
participating in a multi-agency Misclassification Initiative, headed by the Vice
President’s Middle Class Task Force, that aims to coordinate the administration’s
efforts to enforce statutory protections, identify and deter employee
misclassification, and mitigate future violations.

Internally, the Department’s Initiative is headed by the Wage and Hour Division
(WHD), which is working with the Department’s Solicitor’s Office to increase infor-
mation sharing and coordination between DOL agencies, with other Federal agen-
cies, and with State agencies that also enforce laws where employee mis-
classification is a significant issue. When WHD finds cases where misclassification
has occurred, it will be referring those cases to the appropriate Federal and State
agencies, such as the IRS and State agencies that oversee Unemployment Insurance
and Workers Compensation programs.

WHD is also focusing its enforcement and compliance assistance resources on
those industries with large numbers of vulnerable and low wage workers where
misclassification is particularly prevalent. WHD is working on ensuring that em-
ployers, employees, and the public fully understand that misclassification, whether
deliberate or as an unintended consequence of a business practice that seeks to re-
duce labor costs, frequently leads to violations of the laws we enforce, and effectively
communicating to employers the risks of being found in violation. As part of this
effort, WHD is actively seeking to work with local and national businesses and trade
associations to make sure that our compliance assistance reaches their members.

Currently, misclassification is not a violation of any Federal labor or employment
law, but the practice often leads to violations of those laws. We believe that, by
making misclassification a violation of the FLSA, requiring notice to workers in-
forming them whether they are classified as employees or not, and providing civil
money penalties for violating the act’s recordkeeping provision, the Payroll Fraud
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Prevention Act would provide employers with important additional incentives to
make the correct call when determining whether a worker is an employee and keep
accurate records of how they treat those employees, which could reduce the number
of violations that occur without WHD having to get involved.

Question. The administration is soon likely to submit to Congress the pending
trade agreements with South Korea, Colombia, and Panama. The administration re-
cently announced a “labor action plan” with Colombia.

The Colombian government, however, continues to fail at effectively prosecuting
those responsible for anti-union violence. The United Steelworkers claim the Colom-
bian government has prosecuted only 4 to 5.6 percent of the nearly 2,800 killings
of trade unionists since 1986. And, it has not initiated investigations into more than
two-thirds of these killings. What is your view of the labor action plan with Colom-
bia? Has Colombia so far met obligations set forth in the labor action plan, including
its April 22 commitments? How is the Bureau of International Labor Affairs at DOL
involved in the implementation of the action plan?

Answer. The Colombian Action Plan Related to Labor Rights (Action Plan) and
our partnership with the new administration of President Santos provide a concrete
way forward to address the problems of violence and impunity as a matter of ur-
gency and to improve protections for internationally recognized labor rights in Co-
lombia.

Yes, Colombia has met the April 22 commitments and is on track to meet the ad-
ditional commitments in the Action Plan. We are continuing to work with the Gov-
ernment of Colombia to ensure that Colombia continues to make the needed
progress.

For example, the Action Plan includes strong and specific steps to increase inves-
tigation and prosecution of the perpetrators of earlier violence against union activ-
ists because the Santos administration recognizes that ending impunity is a major
factor in deterring future crimes. In accordance with the Action Plan, President
Santos has issued a directive to the National Police, which has already assigned 100
additional full-time judicial police investigators to support the investigation of vio-
lence against trade unionists. The Prosecutor General’s office has issued directives,
consistent with the Action Plan, to improve the investigation and prosecution of
labor cases. It is also undertaking an analysis of past homicide cases of union mem-
bers and activists, in order to extract lessons that can help improve the investiga-
tion and prosecution of future cases. Moreover, the Prosecutor General’s office has
analyzed its needs for additional investigators and prosecutors and submitted its
plan and 2012 budget request to the Santos administration, which has committed
to provide funding for the expanded staffing, including to strengthen capacity in re-
gional offices. In addition, the Prosecutor General’s office is working with the Colom-
bian labor unions and the National Labor School (ENS) to reconcile the Govern-
ment’s and ENS’ lists of union homicides since 1986 with that of the unions.

DOL’s Bureau of International Labor Affairs (ILAB) has been closely involved in
both the negotiation and implementation of the Action Plan. An interagency team
comprised of DOL, the Office of the United States Trade Representative, and the
Departments of State and Justice are working closely with the Colombian govern-
ment to ensure that each commitment under the Action Plan is fulfilled.

NATIONAL LONGITUDINAL YOUTH SURVEY

Question. For the past 32 years, the Center for Human Resource Research at the
Ohio State University has been tasked with conducting the National Longitudinal
Youth Survey. This survey measures an array of important issues ranging from how
families handle their financial affairs, the impact of training and education pro-
grams for reentry into the workforce, and what Federal programs are most effective
over multiple decades.

As the Nation continues to recover from the 2008 economic downturn, this survey
can help us better understand how long unemployment, high rates of youth unem-
ployment term and foreclosure can impact youth in future decades.

How does the Department of Labor plan to utilize the National Longitudinal
Youth Survey to best gauge the impact of the current recession?

Answer. The NLS records the labor force experiences of two cohorts of American
men and women. The older cohort is the 1979 National Longitudinal Survey of
Youth (NLSY79) that provides information on the “baby boomer” generation. The
younger 1997 cohort is composed of individuals currently in their late 20s and early
30s. The NLS captures long-run changes in individual labor force behavior by inter-
viewing the same individuals over extended time periods. As a result, it is uniquely
designed to enable researchers and policymakers to examine how changing economic
conditions, such as a recession, affect labor force experiences.
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Policymakers can utilize information from past recessions to understand the effect
of the recent recession. For example, a study using the NLSY79 measured the wage
effects for people who graduated from college in a recession (Kahn, 2010). Another
study used the NLSY79 from the years 1978 to 2006 to examine how State and na-
tional unemployment rates affected the likelihood of divorce (Arkes and Shen, 2010).

Another use of these data can be to study the recent recession and recovery. As
the recession began, the nearly 10,000 members of the NLSY79 were aged 43 to 51
and had been followed for almost 30 years. Analysts will be able to examine how
the recession affected this generation’s retirement plans, health, ability to pay for
their children’s college education, and many other aspects of their lives. The 9,000
members of the NLSY97 were 23 to 28 when the recent recession started and had
been reporting about their lives for over 10 years. This survey includes many vet-
erans of the wars in Iraq and Afghanistan, and the Department’s Veterans’ Employ-
ment and Training Service already has used the survey to examine the challenges
these young veterans have faced as they transition back to civilian life. Analysts
will continue to use the NLSY97 to examine how the recession affected the career
trajectories, educational attainment, health, families, and other aspects of the lives
of veterans and nonveterans, both in the short-term and across the rest of their
working lives.

INTERNATIONAL LABOR COMPARISONS (ILC)

Question. 1 was pleased that Congress saw fit in the fiscal year 2011 continuing
resolution to maintain the International Labor Comparisons (ILC) office of the Bu-
reau of Labor Statistics. I'm concerned, however, by the administration’s proposal
to eliminate this important office in its fiscal year 2012 budget.

As you know, the ILC program provides the only systematic data comparing labor
costs in the United States with major trading partners, including China. As the vol-
ume of trade expands, particularly with developing countries, having reliable infor-
mation on the competitiveness of our workers with those overseas is more important
than ever before. While other agencies produce international data, none has the
mission and expertise like the ILC to compare data across key countries on labor
costs, GDP, unemployment, wages, and inflation. Therefore, it is disturbing that the
administration would seek to eliminate this source of information.

If, as the President and you have stated, we are going to out-educate, out-inno-
vate, out-compete in the global economy, it is imperative we do not sacrifice this
source for effective policy making and analysis. I request that you share with me
your views on maintaining the ILC in the fiscal year 2012 budget, and beyond.

Answer. The 2012 President’s budget carries forward the proposal from the 2011
budget to eliminate the International Labor Comparisons (ILC) program. The BLS
proposes to eliminate this program to fund other, more critical needs. In developing
the 2012 budget, the administration committed to make tough choices that prioritize
our Nation’s most pressing needs during its economic recovery. As a result, pro-
grams that were funded in the 2011 budget were identified for reduction in the 2012
President’s budget. The proposal to redirect ILC funding does not reflect on the
quality and usefulness of the ILC data, but rather the administration’s commitment
to maintaining the quality and quantity of some of our Nation’s most important eco-
nomic indicators.

QUESTIONS SUBMITTED BY SENATOR RICHARD C. SHELBY
DOL FIDUCIARY RULES

Question. The Department of Labor’s recent proposal to amend its fiduciary duty
rule has raised many questions about potential unintended consequences of the rule.
For example, a recent study by Oliver Wyman found that “the proposed rule will
disproportionately negatively affect small balance IRA investors.” What types of eco-
nomic analyses does the Department intend to conduct to shed more light on how
the proposal would affect small and large entities, including retirement plans, their
sponsors and service providers, and individual retirement accountholders?

Answer. The proposed regulation included a regulatory impact analysis (RIA) that
assessed the potential costs and benefits associated with the proposal. The Depart-
ment’s RIA satisfied applicable requirements and provided an appropriate economic
basis for the proposal. The Department acknowledged in the RIA that its assess-
ment was subject to uncertainty and solicited public comment to help it address
areas of uncertainty. As we move forward with finalizing the proposed rule and de-
veloping an expanded RIA, the Department will take into account input received
from stakeholders and consultations with other Federal agencies. The economic im-
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pact of the final rule on both ERISA plans and IRAs will be carefully considered
during this process.

Some private studies—including several have been commissioned by organizations
opposed to the proposal—purport to demonstrate that the Department’s proposal
will hurt the very investors and workers that the Department is seeking to help.
However, these studies are predicated on several deeply flawed assumptions. For ex-
ample, one widely cited study builds its entire cost analysis on the assumption that
commission-based compensation for servicing IRA’s would no longer be allowed even
though there are exemptions already in place that allow broker-dealers acting as fi-
duciaries to receive commissions for the sale of securities, mutual funds and insur-
ance products.

The Department is always mindful of the impact its regulatory actions may have
on the availability of investment products and services to employee benefit plans,
IRAs, and to workers and retirees covered by those plans. For example, some com-
menter’s have suggested that we consider the possible exercise of the Department’s
authority to issue additional administrative exemptions from certain prohibited
transaction provisions of ERISA as a way of ensuring the continued availability of
certain types of transactions that they say clearly benefit plan participants, bene-
ficiaries, and IRA owners. Other commenter’s urged that the effective date of the
final regulation allow service providers transition time to adjust their business prac-
tices and systems for compliance. We will also be considering these comments and
suggestions.

CFTC

Question. The CFTC has proposed rules under the Dodd-Frank Act that, when
read together with the Department’s proposed rule on fiduciary duty, may make it
impossible for pension plans to find counterparties willing to engage in swap trans-
actions with them. Does the Department of Labor plan to weigh in on the CFTC
rulemaking or take steps in its own rules to ensure that pension plans are able to
continue to use swaps in managing plan risks?

Answer. The Department has recently weighed in with the CFTC on the inter-
action between the fiduciary proposal and the CFTC rules proposed under Dodd-
Frank by sending a letter from EBSA Assistant Secretary Phyllis Borzi to CFTC
Chair Gary Gensler. As this letter says, it is the Department’s view that “a swap
dealer or major swap participant acting as a plan’s counterparty in an arm’s length
bilateral transaction with a plan represented by a knowledgeable independent fidu-
ciary would not fail to meet the terms of the proposed regulation’s counterparty ex-
ceptions solely because it complied with the business conduct standards set forth in
the CFTC’s proposed regulation.” The Department does not seek to impose ERISA
fiduciary obligations on persons who are merely counterparties to plans in arm’s
length commercial transactions. Parties to such transactions routinely make rep-
resentations to their counterparties about the value and benefits of proposed deals,
without purporting to be impartial investment advisers or giving their counterpar-
ties a reasonable expectation of a relationship of trust. Accordingly, the Depart-
ment’s proposed regulation provides that a counterparty will not be treated as a fi-
duciary if it can demonstrate that the recipient of advice knows or should know that
the counterparty is providing recommendations in its capacity as a purchaser or
seller.

As we evaluate the comments we have received, we will continue to evaluate the
particular terms used to define the scope of any exception to ensure that the regula-
tion is as clear and effective as possible, and to avoid any unintended consequences.

Finally, the Department and the CFTC are actively consulting with each other
and coordinating our efforts relating to the DOL fiduciary regulation and the CFTC
business conduct standard. Our shared joint goal is to harmonize these initiatives
to ensure that the regulated community has clear and sensible pathways to compli-
ance. We are confident that this goal will be achieved.

Question. The Department of Labor is considering issuing a transparency rule
under ERISA that would require service providers to disclose detailed financial in-
formation to health plans. If so, pharmacy benefit managers (PBMs) may be re-
quired to provide detailed disclosure of their proprietary cost structures (e.g., phar-
macy discounts and drug manufacturer rebates) to thousands of PBM clients with-
out sufficient confidentiality protections to safeguard against the anti-competitive ef-
fects repeatedly pointed out by the Federal Trade Commission in the context of state
PBM transparency laws. As the Department is undertaking rule promulgation to re-
quire the disclosure of proprietary data of service providers of ERISA plans, what
has the Department done to reconcile its proposal with the FTC’s seemingly con-
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trary position? Has the Department had high level, in-depth discussions with the
FTC’s Bureau of Competition?

Answer. Yes, the Department has met with senior policymakers at the FTC and
had very productive and informative discussions. We will continue to work closely
with our colleagues at the FTC on this regulatory initiative.

In March, the FTC’s decided in a 5-0 vote to write Mississippi lawmakers about
the anticompetitive effects of competitors learning each other’s pricing information:

“These provisions could result in sharing competitively sensitive cost information
among competing pharmacies and pharmaceutical manufacturers. In particular,
such information sharing could undermine competition between pharmacies to be in-
cluded in PBM networks and between pharmaceutical manufacturers to offer dis-
counts to PBMs. Both outcomes could raise prescription drug prices for consumers.
We note, however, that if there are appropriate confidentiality safeguards in place,
health plan sponsors (and their consultants) may find specific cost information help-
ful as they seek to select among PBMs, understand their enrollees’ prescription drug
use, and ensure that they are receiving appropriate rebates from PBMs.”

Question. How has the Labor Department calculated the additional costs of serv-
ice provider disclosure in the absence of confidentiality?

Answer. The Department is aware of the FTC’s March 2011 letter. We are still
gathering information in advance of considering policy options for this rulemaking
at this time and have not yet calculated the potential costs and benefits of service
provider disclosure in the absence of confidentiality. The Department will take into
account the FTC’s concerns regarding competition, collusion, and appropriate con-
fidentiality safeguards in developing the regulatory impact analysis for any rule
that is promulgated in this area.

i{‘he FTC’s March, 2011, letter also noted how certain disclosure could increase
collusion.

“In some circumstances, sharing information among competitors may increase the
likelihood of collusion or coordination on matters such as price or output. The anti-
trust agencies have explained how coordinated interaction harms consumers: coordi-
nated interaction ‘can blunt a firm’s incentive to offer customers better deals by un-
dercutting the extent to which such a move would win business away from rivals’
and ‘also can enhance a firm’s incentive to raise prices by assuaging the fear that
such a move would lose customers to rivals.””

Question. What action is the Labor Department pursuing to mitigate collusion or
price coordination among corporations?

Answer. The Department’s objective in this area is to ensure that ERISA plan fi-
duciaries have sufficient information to fulfill their fiduciary responsibility of deter-
mining whether their contracts or arrangements with service providers, such as
PBMs, are reasonable. We will consult closely with the FTC as we develop a regu-
latory framework that addresses concerns regarding collusion or price coordination.

TRADE ADJUSTMENT ASSISTANCE COMMUNITY COLLEGE TRAINING GRANTS

Question. Could you explain why the Trade Adjustment Assistance Community
College Training Grants program (TAACCCT) calls for the development of Open
Education Resources to meet the immediate training needs of students?

The National Center for Academic Transformation indicates that “high-quality
course materials [are already available] at a reasonable cost,” “reasonably priced
software . . . is a non-problem,” and that available software enables “faculty to
focus on pedagogy rather than materials creation.” Therefore, why do you believe
the Federal Government should spend develop materials that appear to already
exist in the marketplace?

Answer. The Department expects the Federal funding from the Trade Adjustment
Assistance Community College and Career Training (TAACCCT) grant program to
provide quality education and training services to Trade Adjustment Assistance
(TAA) for Workers program participants as well as other individuals to improve
their knowledge and skills, enabling them to obtain good, sustaining jobs. The pro-
gram allows for development of materials, and it also can improve on existing
courses that can be completed in 2 years or less. Ultimately, the goal of adoption
and adaptation of courses is to increase industry-recognized credential or degree
completion rates of participants through four key priorities and strategies including:
(1) accelerating progress for low-skilled and other workers, (2) improving retention
and achievement rates to reduce time to completion, (3) building programs that
meet industry needs including the development of career pathways, and, (4)
strengthening online and technology-enabled learning.
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Across these strategies, DOL recognizes that grantees may use existing courses
or programs when they are well suited to meet the project’s objective. However,
training and education needs vary by region and can change quickly. The market-
place does not support courses that meet every project need. In some cases courses
may need to be tailored or augmented, and in other cases new materials altogether,
not currently supported by the marketplace, may be developed.

As one of four strategies, community colleges and other education organizations
have an opportunity to harness technology in their classrooms and modernize their
curriculum. These projects are encouraged to improve or develop online or tech-
nology-enabled learning programs and courses that can be taken to scale beyond a
community level to reach a national audience of diverse students over a larger geo-
graphic area. The programs and courses developed with these funds, particularly
those developed by consortia of eligible institutions, will be produced to maximize
interoperability and exchange, and made freely available for reuse and improvement
by others. Online and technology-enabled learning courses not only ensure wide-
spread usage but encourage continuous improvement of courses and learning mate-
rials. Most importantly, online learning allows for rapid deployment and the ability
to meet employers’ skilled workforce needs as they arise.

BUDGET DEFICIT

Question. Unemployment in our Nation is 8.8 percent. Madam Secretary, what is
your Department doing to ensure that we are providing our workers with the type
of assistance necessary to help our small businesses and entrepreneurs create well
paying jobs?

Answer. While the Department’s resources do not directly create jobs, they can
help ensure workers acquire the skills that employers need to successfully compete
in the global economy. The public workforce system focuses workforce development
resources on the expressed needs of employers, both small and large, in the fol-
lowing ways:

Local and State workforce boards oversee WIA programs; they are required to be
business-led and have majority business membership to connect the One-Stop serv-
ice delivery system directly to the local employers to ensure workers and training
providers are knowledgeable about what jobs/skills are needed in the regional or
local economy.

The Department has strengthened connections between the public workforce sys-
tem and local employers through initiatives such as:

Awarding $75,000,000 in competitive On-the-Job Training (OJT) where small
businesses can be reimbursed up to 90 percent of the trainees’ wages for up to 6
months to cover the extraordinary costs of training;

Requiring many of ETA’s competitive grants to focus on employers’ skill needs or
require a partnership with employers, for example, H-1B technical skills training
grants that may be competitively awarded to partnerships of private and public sec-
tor entities that may include business-related nonprofit organizations, such as trade
associations;

Providing technical assistance such as training Business Service Representatives
from the One-Stop Career Centers and Workforce Investment Boards to better ad-
dress business needs and issuing guidance about Entrepreneurship (TEGL No.12—
10).

The Department worked closely with businesses and trade associations to develop
19 competency models in such industry sectors as energy, advanced manufacturing,
allied health and long-term care and supports, and entrepreneurship. These com-
petency models document the foundational and technical skills and competencies re-
quired for workplace success in economically important industries and are available
at www.careeronestop.org/competencymodel. Industry competency models provide a
resource for the development of curricula, certifications, and the tests that assess
work-related competencies. Most importantly, competency models support worker
progression along career pathways.

WORKFORCE INVESTMENT ACT

Question. Under the Workforce Investment Act (WIA—pronounced WEE-a), all
WIA funded initiatives were to be evaluated in 2005. It is now 2011 and we do not
have any significant, concrete updates on WIA programs. Given the fiscal restraints
in the fiscal year 2012 budget, unless we know that workforce programs are work-
ing, I do not think we should continue to fund them. It is my understanding the
Department has started a comprehensive evaluation of WIA funded programs and
interim results will be available in 2013. Secretary Solis, in the meantime, can you
address ways this subcommittee can effectively evaluate these programs?
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Answer. The value of training is illustrated by the entered employment rate, or
how many individuals found jobs. For the 12-month period ending June 30, 2010,
individuals receiving WIA Dislocated Worker program training found employment
1.6 times faster than those who did not receive training. Adults at program exit who
participated in On-the-Job Training (OJT) found employment at a rate of 86 per-
cent, while dislocated workers receiving OJT found jobs at 90.3 percent rate.* In the
6-month period after finding jobs, individuals who completed the WIA Adult pro-
gram and Dislocated Worker program, and who were unemployed at program entry,
helped stimulate the economy by earning just under $7.2 billion.5

However, such outcome data do not take into account what participants could ac-
complish without WIA. To do so, in 2008 the Department released the WIA Non-
Experimental Study.® This study found that, although differences across States are
substantial, participation in the WIA Adult program is associated with an increase
in quarterly earnings of several hundred dollars. The analysis of participants who
receive only core and intensive services suggests that their benefits may be as great
as $100 or $200 per quarter over the period of study, which is substantial compared
to the small costs of those services. The marginal benefits of training may exceed
$400 in earnings each quarter.

The study also found that following entry into WIA, Dislocated Workers experi-
ence several quarters for which earnings are depressed relative to comparison group
workers. However, their earnings do ultimately overtake the comparison group. The
return they experience from training appears to be smaller than that obtained by
Adult program participants. The study further found that women appear to obtain
greater benefits than men for participation in both the Adult and Dislocated Worker
programs.

The estimated effects for various subgroups examined—nonwhite non-Hispanics,
Hispanics, those under 26 years of age, those 50 years of age or above, and vet-
erans—are similar to the estimated effects for all WIA participants. In other words,
there is essentially no evidence that any of the subgroups considered have experi-
ences that differ from the average in important ways.

Because of serious concerns about the limitations of the methodology and data
used in the non-experimental study, in 2008 the Department commissioned the WIA
Gold Standard Evaluation (WGSE). This study will address the limitations of the
2008 study as shown in the table below and includes a cost-benefit component. The
study’s results will be available in 2016, although this schedule is dependent upon
continued appropriations for the evaluation of WIA programs.

4 Workforce Investment Act Standardized Record Data (WIASRD) records from Program Year
2009 (July 1, 2009-June 30, 2010).

5Workforce Investment Act Standardized Record Data (WIASRD) records from April 1, 2008
to March 31, 2009.

Shttp:/wdr.doleta.gov/research/FullText Documents/Workforce%20Investment%20Act%
20Non%2DExperimental %20Net%20Impact%20Evaluation%20%2D% 20Final%20Report%2Epdf.
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PROGRAM EFFECTIVENESS

Question. In March, GAO stated that the Employment and Training Administra-
tion’s research and evaluation programs have “failed to conduct research that can
answer urgent workforce policy questions and lead to an understanding of what
works and what does not.” What are the Department of Labor’s plans to improve
the efficiency and effectiveness of programs administered by the Department?

Answer. The Department of Labor is taking action in virtually all aspects of its
operations to ensure that our programs will operate at the optimal levels of effec-
tiveness and efficiency. We strongly believe in the importance of Federal fiscal re-
sponsibility and that part of this responsibility is identifying which programs and
strategies efficiently provide the greatest benefit to participants.

The Department recently undertook a significant strategic planning process, pub-
lishing the U.S. Department of Labor Strategic Plan Fiscal Years 2011-2016 on Sep-
tember 30, 2010. The strategic planning process was highly inclusive, including for-
mal opportunities for public comment. Further, each agency, including ETA, has for-
mal Operating Plans that are used to guide and monitor its performance. Together,
these plans harness and direct the Department’s resources toward achieving five
goals, which include: (1) preparing workers for good jobs and fair compensation, and
(2) for those not working, provide income security. These planning processes are de-
signed to maximize the use of evidence and results.

The Department relies on performance data and evaluations. In addition to our
efforts to reassess performance measures to promote better outcomes for individuals
of all skill and need levels, we believe that workers and employers should have easy
access to information about program outcomes for past participants, so they can
make informed decisions about which programs are most likely to meet their needs.

The Department has worked diligently over the past 2 years to increase the rigor
of its evaluations. I established the Chief Evaluation Office (CEO) to coordinate the
Department’s research and evaluation agenda and increase its capacity to conduct
high quality, rigorous evaluations. The CEO is working closely with all Depart-
mental agencies, including ETA, to ensure that Departmental evaluations are ap-
propriately rigorous and designed to yield clear and actionable information for pol-
icymaking purposes.

Since 2009, about half the evaluations the ETA has funded have been rigorous,
random assignment impact evaluations. These include: (1) the Workforce Invest-
ment Act (WIA) Gold Standard Evaluation of the Adult and Dislocated Worker Pro-
grams (WGSE); (2) the YouthBuild Impact Evaluation; (3) the Reintegration of Ex-
Offenders Random Assignment Evaluation; (4) the Impact Evaluation of Green Jobs,
Health Care and High Growth Training Grants; and (5) the Transitional Jobs Dem-
onstration Impact Evaluation. Each of these evaluations examines net impacts on
employment, retention and earnings, and include benefit-cost analyses. ETA was
able to fund these evaluations through an increase in fiscal year 2010 appropria-
tions for evaluations and the funds made available to DOL by the American Recov-
ery and Reinvestment Act of 2009. Random assignment evaluations are highly re-
source intensive and typically take a range of 3 to 7 years to implement. In addition,
random assignment evaluations of our programs may not always be possible when
the law requires that people receive services. Therefore, it is necessary at times to
conduct other types of evaluations to gain as much information as possible with
available resources.

Another key investment that the Department will maximize is the Workforce In-
novation Fund (Fund). The Full-Year Continuing Appropriations Act of 2011 pro-
vides $124.7 (post rescission) for the Workforce Innovation Fund that will support
competitively awarded grants to States; State agencies that are eligible for assist-
ance under any program authorized under WIA; consortia of States; or partnerships,
including regional partnerships. This Fund represents a small but crucial invest-
ment in innovative, evidence-based and cost-saving workforce strategies. This Fund
will significantly benefit WIA formula-funded activities well into the future by ob-
taining results that can be replicated broadly throughout the workforce system.
These results will inform administrative guidance issued by the Department and fu-
ture workforce related legislative initiatives.

In addition, the Department has developed effective partnerships with other Fed-
eral agencies that encourage State and local synergies to improve the delivery of
quality, cost effective services across programs and evaluate their performance. Fi-
nally, we look forward to continuing to work with Congress in support of a WIA re-
authorization bill that meets the administration goals of streamlined service deliv-
ery, better meeting the needs of employers and regional economies, improving ac-
countability, and promoting innovation.
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SUBCOMMITTEE RECESS

Senator HARKIN. The subcommittee will stand recessed.
[Whereupon, at 11:03 a.m., Wednesday, May 4, the subcommittee
was recessed, to reconvene subject to the call of the Chair.]
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OPENING STATEMENT OF SENATOR TOM HARKIN

Senator HARKIN. The Senate Subcommittee on Labor, Health and
Human Services, and Education will now come to order.

First of all, Dr. Collins, welcome back to the subcommittee. We
welcome also Dr. Harold Varmus, Director of the National Cancer
Institute; Dr. Tony Fauci, Director of the National Institute of Al-
lergy and Infectious Diseases; Dr. Griffin Rodgers, Director of the
National Institute of Diabetes, Digestive and Kidney Diseases; and
Dr. Susan Shurin, Director of the National Heart, Lung, and Blood
Institute.

This subcommittee holds an appropriations hearing on the NIH
budget every year, and every year I am both inspired by the dedi-
cation of the scientists who testify before us and proud that their
accomplishments have made America the world leader in bio-
medical research. But in recent years, our Nation’s status in that
regard has been threatened. While China and Singapore make
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massive investments in research, here in the United States we're
pulling back.

The fiscal year 2011 appropriations bill that Congress passed last
month cut NIH funding by $322 million below the fiscal year 2010
level. When you consider how much funding was needed to keep up
with inflation, the cut was more like $1.3 billion, taking inflation
into account.

We should be thankful that the result wasn’t significantly worse.
H.R. 1, the spending bill passed by the House majority, would have
cut NTH funding by $1.6 billion or $2.6 billion if you counted infla-
tion. Fortunately, the Senate rejected that plan.

But even the compromise bill that was ultimately signed in law
will result in a success rate for NIH research grants, I'm told, of
just 17 or 18 percent, meaning just one out of every six peer-re-
viewed application will be approved. And, again, I am informed
that that is the lowest success rate on record for NTH.

What a dismal downturn from what Senator Specter and I, and
others did back in the late 1900s and early 2000 when we doubled
the funding of NIH and we got the success rate up, I think—if I'm
not mistaken. You correct me, Dr. Collins—up in the 20-30 percent
range, somewhere in there. And we thought we were on a path to
continue that kind of a success rate. Now, it’s down lowest on
record.

And there is cause to fear even bigger cuts next year. The budget
plan approved by the House last month would cut health funding
by 9 percent in fiscal year 2012. If that plan were approved, severe
reductions to NIH research would be unavoidable.

That doesn’t make sense. Let’s set aside for a moment any
thoughts about the moral value of trying to improve people’s
health, and just look at the issue from a purely economic stand-
poirﬁt. NIH research is one of the best investments this country can
make.

A study released yesterday by United for Medical Research con-
cluded that in fiscal year 2010, NIH funding supported almost
500,000 jobs across country. And I always have to remind people
that only a small percentage of that goes to NIH in Bethesda,
Maryland. I want Senator Mikulski to know that. Most is awarded
to researchers at academic institutions all over the United States.

Another study by Battelle examined the specific impact of the
Human Genome Project, which was overseen, again, by Dr. Collins
and completed in 2003. The Federal Government spent a total of
$3.8 billion on this historic initiative. A lot of money, but the re-
turn on the investment is staggering. According to the Battelle
study that $3.8 billion translated into an economic output of $796
billion between 1988 and 2010. And, of course, we’ll be seeing bene-
fits from the Human Genome Project for many more decades to
come. In fact, when I was reading all of your testimonies last night,
what struck me in each one of them there were references made
back to genomic research in every single case of the institutes who
are represented here.

So the lesson is clear. Biomedical research is one of the engines
that drive our economy. If we want our economy to grow, both im-
mediately and in the long term, that engine needs fuel. Drastically
cutting NIH, as the House budget would force us to do, would be
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a classic case of penny wise and pound foolish thinking. That,
again, is just on the economic side.

On the human side, though, the great advances that have been
made in cancer research and what we have done to lessen the
threat of cancer—young kids now with leukemia are being cured at
an almost 100 percent rate. Maybe that’s not quite right, but pretty
darn close, things that were unheard of just a few years ago. The
advances that we’re making in infectious diseases, unheard of 20
years ago when I first came on this subcommittee. Well, that’s been
25 years ago, but great advances have been made. Just stark.

So, from the human standpoint, in helping people have better
lives and overcoming some of the dreaded diseases that have
plagued mankind for so long, on both fronts, biomedical research
is the place to go and we ought not to be penny wise and pound
foolish on that.

And so now I'll recognize my ranking member, Senator Shelby,
for an opening statement.

STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Thank you, Mr. Chairman. I appreciate you
holding this hearing today to discuss the vital mission carried out
by the National Institutes of Health.

We live in a world where there are thousands of debilitating and
life-threatening diseases, all that could use additional funding for
research and clinical trials.

I support Federal investment in basic biomedical research and
development. Research carried out by the NIH and its network of
325,000 researchers at 3,000 institutions across the country serves
the Nation with the goal of improving human health. As research
becomes more expensive and private capital dries up, I believe it’s
critical to ensure support for translational research; that is, re-
search that moves a potential therapy from development to the
market.

The NIH has developed an interesting proposal with the estab-
lishment of the National Center for Advancing Translational
Sciences, NCATS. NCATS is intended to fill the gap between ad-
vances in scientific understanding of disease and the process to
turn new scientific insights into products. I believe the need for an
entity to straddle the world’s research and industry is clear.

In the private market, pharmaceutical companies will abandon
drug development projects that are not initially successful, become
too complex or do not provide a lucrative path forward.

For example, since 1949, there have only been two major drug
discoveries in mental health—lithium and Thorazine. Sixty years
later, researchers still do not know why these drugs actually work.
Hundreds of genes have been shown to play roles in mental illness,
too many for focused efforts by drug developers.

Therefore, many drug manufacturers have dropped out of the
mental-health field. In particular, pharmaceuticals for rare and ne-
glected disease are often ignored because private companies avoid
this small market with little profit appeal leaving patients with no
treatment options.

Even promising new drugs discovered through basic research
often struggle during the translational stage of the process because
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it’s expensive, time consuming and prone to failure. These barriers
inhibit both the scientists dedicated to improving health and the
patients who ultimately need improved cures and care.

The question remains, however, as to whether NCATS is the
right approach to solving the issue. Will NCATS be the right mech-
anism for taking valuable discoveries that the taxpayer has funded
and giving it a greater opportunity to make it in the marketplace?
As we review this proposal, we need to consider the fact that NIH
is not a drug developer or an expert in the therapeutics world.

Dr. Collins, I would like to continue to work with you to make
a thoughtful, informed decision regarding the NCATS. Unfortu-
nately, the fiscal year 2012 budget request, I believe, does not pro-
vide adequate details on the reorganization.

It is May 11 and we’ve not received a budget amendment or spe-
cific structural details of an NCATS, a program NIH wants to im-
plement by October 1. How can the subcommittee be expected to
support a program that does not yet exist in budget documents?

I understand that the transition from basic research to clinical
application requires interdisciplinary and multidisciplinary exper-
tise. Research that aims to transform science is inherently difficult.
If it were easy, the need for transformation would not exist.

NCATS may be the answer to solve this complex issue, but it
also may not be. We don’t know. Dr. Collins, I believe that NCATS
is a matter that we should contemplate, but we must ensure that
the steps forward are measured and in the best interests of all
stakeholders, especially those who are in need of treatment and
care.

I look forward to working with you and the chairman on this
very important issue. Thank you.

INTRODUCTION OF WITNESS

Senator HARKIN. Thank you very much, Senator Shelby.

Now, welcome back to Dr. Collins.

Francis Collins was sworn in as the 16th Director of the National
Institutes of Health in August 2009 after being unanimously con-
firmed by the Senate.

He is a physician geneticist noted for his discoveries of diseased
genes and leadership, of course, of the Human Genome Project.
Prior to becoming Director, he served as Director of the National
Human Genome Research Institute at NTH.

Dr. Collins received his bachelor’s degree from the University of
Virginia, his Ph.D. from Yale and his M.D. from the University of
North Carolina at Chapel Hill.

Dr. Collins, again, welcome, and first I want to say that your tes-
timony, and all of the testimony of the Directors who are here, will
be made a part of the record in their entirety.

Again, due to time, Dr. Collins, we ask you to make a fairly com-
prehensive statement. I'm not going to get the clock going here, but
if it goes too long and people start looking at me funny, then I’ll
probably ask you to close it out. But please take whatever time you
need to give us an update on NIH and a concise summation of your
written testimony.
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SUMMARY STATEMENT OF DR. FRANCIS S. COLLINS

Dr. CoLLINS. Well, thank you, Senator, and, Mr. Chairman, and
distinguished members of the subcommittee, it’'s an honor to ap-
pear before you this morning, together with my colleagues, on be-
half of NIH.

And TI'll try not to talk so long that people start looking at you
or looking at me, but I do have some things I really wanted to put
in front of this distinguished subcommittee, because this is a very
exciting time for biomedical research.

NIH is the largest supporter of biomedical research in the world,
and we're here to present the President’s budget request of $31.987
billion for fiscal year 2012.
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NIH—TURNING DISCOVERY INTO HEALTH

GLOBAL COMPETITIVENESS—THE IMPORTANCE OF U.S. LEADERSHIP IN SCIENCE AND
INNOVATION FOR THE FUTURE OF OUR ECONOMY AND OUR HEALTH

The National Science Board’s 2010 Key Science and Engineering Indicators, pro-
vide insight into how crucial decisions on R&D funding may affect our Nation’s abil-
ity to thrive in an increasingly competitive and knowledge-driven global economy.
While these trends apply not just to bimoedical reserch, but also to research in
chemistry, physics, engineering, computer science, and many other fields, the con-
clusion of most observers is that the 21st century will be dominated by the life
sciences, and the country that leads in this area will have much to gain.
Unfortunatley, the United States, traditionally the dominant Nation in scientific
resarch, has been slipping in leadership recently.

Losing Ground.—R&D investment growth rates are rising sharply in Asia.

For example, China’s growth rate is 4 times higher than the U.S. rate.
While the U.S. remains among the nations with the highest actual R&D expendi-
tures, Asia is rapidly closing the gap.
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Employment Impact: The number of people engaged in scientific research in
China has increased dramatically. In 2007, China had 1.42 million researchers,
while the US had 1.47 million. In 2010, it is likely that China has surpassed the
U.S. research workforce.

Knowledge Generation: The number of scientific articles published is a common
measure of scientific productivity. The average increase in U.S. publications is sig-
nificantly lower than for other key countries and also below the world average.
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Meanwhile, China, Thailand, South Korea, and others show impressive growth
rates.

As a result of the previously mentioned trends, it is not surprising that the U.S.
share of world publications has significantly decreased, and that China’s share has
grown.

Share of world articles
Country/Region (Percent) gﬁ?ﬁg
1998 2008
United States 34 28.9 =51
EU 34.6 33.1 —15
China 1.6 5.9 43
Japan 8.5 1.8 —-0.7
Asia-8 3.6 6.8 3.2

Source: SEI 2010

The number of times a scientific article is cited indicates its scientific impact. One
could argue that emerging countries are publishing articles with limited impact.
While this may be the case from certain perspectives, the aggregate number of cita-
tions indicates a worrisome plunge in the U.S. share of worldwide citations, which
fell 8.6 percent from 1998 to 2008. In contrast, China and Asia-8 countries displayed
a noticeable increase in their share of citations, rising 3.7 percent and 3.1 percent
respectively over the same time period.

Economic consequences: Reducing R&D investments when other nations are rap-
idly increasing them has already had significant consequences on exports, which are
an important component of the U.S. economy and well being of Americans.
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IMPACTS ON U.S. ECONOMY

NIH is the largest funder and conductor of biomedical research in the world.

The NIH fiscal year 2011 budget is $31 billion—84 percent of which is awarded
to the Nation’s finest universities, institutes, and small businesses through a rig-
orous peer review process. Every State, along with almost every Congressional dis-
trict, benefits.

NIH extramural program supports more than 40,000 competitive research grants
and 325,000 research personnel at more than 3,000 universities, medical schools,
and other research institutions in all 50 states, U.S. territories, and around the
world.

Approximately 10 percent of the NIH budget funds nearly 6,000 scientists work-
ing at the NIH campus in Bethesda, in laboratories in Rockville and Frederick,
Maryland, at Research Triangle Park in Raleigh, North Carolina, and at the Rocky
Mountain Laboratories in Hamilton, Montana.

NIH spending increases business activity directly and indirectly: According to
Families USA, each dollar of NIH award money generates about $2.21 of new busi-
ness activity within 1 year, while each grant awarded by NIH generates about 7
jobs.

NIH-driven advances have not only had profound effects on the health and quality
of life for all Americans, but also yielded economic gains. The percentage of elderly
with chronic disabilities has declined (from 27 percent in 1982 to 19 percent in
2005). Since 1970, life expectancy in the United States has risen from 71 to 78
years. Economists estimate that these gains in life expectancy have been worth ap-
proximately $95 trillion.

The economic potential of NIH-fueled advances in improved treatments for dis-
ease is also clear in this projection: a reduction in cancer deaths by one percent has
a present value to current and future generations of Americans of nearly $500 bil-
lion. A full cure would be worth approximately $50 trillion—more than three times
today’s GDP.

Advances in disease diagnosis also illustrate the health-related and economic ben-
efits of NIH research: approximately $100 million in health care costs annually are
being saved through the use of a genomic test that determines whether a particular
type of breast cancer is likely to be cured by surgery and radiation or by chemo-
therapy. As a result of this test, thousands of women are being spared needless ex-
posure to toxic therapies—and millions of dollars are being saved.
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NIH is an engine of innovation—and a crucial support for the global competitive
stature of the United States. In fiscal year 2010, NIH filed 289 U.S. patent applica-
tions (of which 141 were new applications). These are now included in a total of
3,186 NIH patent applications in the United States and abroad that were pending
approval.

Key Facts on U.S. Competitiveness in the Global Research Arena

The United States still is the world leader in science and engineering research.
But that leadership role is being challenged by China, India, and other nations as
they recognize the economic, health, and social benefits of investing in R&D.

Over the past decade, R&D intensity has grown in Asia, but remained flat in the
United States.

Growth of R&D expenditures in the United States averaged 5-6 percent annually
from 1996-2007, lagging behind the worldwide average of 7 percent per year. In
contrast, growth in most Asian nations exceeded the worldwide average, and Chi-
na’s R&D expenditures grew more than 20 percent annually from 1996-2007.

The United States share of high technology exports fell by one-third from 1996-
2007. China’s share more than tripled.

India exported $8.3 billion in pharmaceutical products and services in fiscal year
2009, up 25 percent from the previous year.

About 277,000 people, ranging from scientists and to production workers, are cur-
rently employed by pharmaceutical companies in the United States, a decline of 5
percent from 2008. More than 340,000 people work in India’s pharmaceutical manu-
facturing industry in 2009—and the industry is projected to grow by 13 percent in
2010.

Between 1995 and 2007, the worldwide share of researchers working in China,
Singapore, South Korea, or Taiwan rose from 16 percent to 31 percent.

In 2007, the United States had 1.47 million people engaged in scientific research;
China had 1.42 million—and it was generating R&D jobs at three times the rate
of the U.S.

In the United States, the percentage of undergraduate students who major in
science and engineering is 15 percent; in China, it is 50 percent.

In 1995, China ranked 14th in the world in the production of research publica-
tions. In 2008, it ranked second.

China’s leading genome sequencing institute, BGI, is on track to sequence more
than 10,000 human genomes a year. That would surpass the entire DNA sequencing
output of the United States.

For more on how shifts in global research capacity are challenging the United
States to actively focus on maintaining its competitive strength, go to http:/
www.nsf.gov/statistics/nsb1003/.
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HEALTH IMPROVEMENTS

In the last 25 years, NIH-supported biomedical research has directly led to human

health benefits that both extend lifespan and reduce illnesses:

—Prolonging Life and Reducing Disability—Our Nation has gained about 1 year
of longevity every 6 years since 1990. A baby born today can look forward to
an average lifespan of nearly 78 years—nearly three decades longer than a baby
born in 1900. Not only are people living longer, they are staying active longer.
From 1982 through 2005, the proportion of older people with chronic disabilities
dropped by almost a third.

—Heart Disease.—NIH research has generated new techniques for heart attack
prevention, effective drugs for lowering cholesterol and controlling blood pres-
sure, and strategies for dissolving blood clots. As a result, the death rate for
coronary disease is 60 percent lower—and for stroke, more than 70 percent
lower—than during the era of World War II. Better treatment of acute condi-
tions, better medications, and improved health-related behaviors—all made pos-
sible by NIH research—account for as much as two-thirds of this reduction.

—Chronic Disability—From 1982-2004, the reported chronic disability among
American seniors dropped nearly 30 percent. Health improvements from NIH
research played a major role in this, including better prevention and treatment
of heart attacks and strokes, advances in treatment of arthritis, and improved
technologies for cataract surgery.

—Age-Related Macular Degeneration (AMD).—Forty years ago there was little or
nothing one could do to prevent or treat advanced AMD and blindness. Because
of new treatments and procedures based on NIH research, 750,000 Americans
who would have gone blind over the next 5 years instead will continue to have
useful vision.

—Breast Cancer.—The 5-year survival rate for women diagnosed with breast can-
cer was 75 percent in the mid-1970s. Because of NIH-supported research, the
5-year survival rate has risen to over 90 percent.

—Cervical Cancer.—Cervical cancer is a deadly cancer in women. Due to
groundbreaking NIH research, an FDA-approved vaccine (Gardasil) now is
available to prevent the development of cervical cancer.

—Colon Cancer.—From 1974-1976, in an NIH-sponsored study, the 5-year sur-
vival for patients with colon cancer was 50 percent. In 2009, based on NIH-sup-
ported clinical trials using new diagnostics and treatments, a comparable pa-
tient group has a 5-year survival rate of over 70 percent.

—Cochlear Implants.—Because of NIH-supported research, children who are pro-
foundly deaf but receive a cochlear implant within the first 2 years of life now
have the same skills, opportunities, and potential as their normal-hearing class-
mates.

—Type 1 Diabetes.—Thirty to forty years ago, 30 percent of patients died within
25 years of a diagnosis of type 1 diabetes. Today, due to tight blood glucose con-
trol, heart disease and stroke in patient with type 1 diabetes have been reduced
by over 50 percent.

—Hepatitis B.—In the mid-1980s, hepatitis B infection caused untreatable and
fatal illness. Due to intensive vaccination programs based on NIH research, the
rate of acute hepatitis B has fallen by more than 80 percent.

—HIV/AIDS.—In the 1980s, the diagnosis of HIV infection was a virtual death
sentence. Due to antiviral drugs developed by NIH, today an HIV-positive 20-
year-old can be expected to reach the age of 70.

—Infant Health.—In 1976, the infant mortality rate was 15.2 infant deaths per
1,000 live births. By 2006, that rate had fallen to 6.7 deaths per 1,000 live
births. Much of this progress can be attributed to NIH research in the areas
of neonatal care unit procedures and new drugs administered to women at risk
for premature birth.

—Childhood Leukemia.—Survival rates for children with the most common child-
hood leukemia (acute lymphocytic leukemia) is now 90 percent.

ADVANCES IN KNOWLEDGE

NIH-funded research leads to thousands of new findings every year. These incre-
mental advances and technological developments are the building blocks that ulti-
mately yield significant improvements in health. Highlighted below are just a few
of the many recent advances from NIH-supported research:

—Studies find possible new genetic risk factors for Alzheimer’s disease.—Scientists
have confirmed one gene variant and have identified several others that may
be risk factors for late-onset Alzheimer’s disease, the most common form of the
disorder. In the largest genome-wide study, or GWAS, ever conducted in Alz-
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heimer’s research, NIH-supported investigators studied DNA samples from
more than 56,000 study participants and analyzed shared data sets to detect
gene variations that may have subtle effects on the risk for developing Alz-
heimer’s. Until recently, only one gene variant, Apolipoprotein E-e4 (APOE-e4),
had been confirmed as a significant risk factor gene for the common form of
late-onset Alzheimer’s disease, which typically occurs after age 60. In 2009 and
2010, researchers confirmed additional gene variants of CR1, CLU, and
PICALM as possible risk factors for late-onset Alzheimer’s. This newest GWAS
confirms the fifth gene variant, BIN1, affects development of late-onset Alz-
heimer’s. The genes identified by this study may implicate pathways involved
in inflammation, movement of proteins within cells, and lipid transport as being
important in the disease process.

—NIH scientist advance universal flu vaccine.—Significant progress was made to-
ward the development of a universal flu vaccine that would confer longer term
protection against multiple influenza virus strains. NIH-supported researchers
have identified the regions of influenza viral proteins that remain unchanged
among seasonal and pandemic strains. These findings will inform the develop-
ment of influenza vaccines that might one day provide universal protection
against the broad range of influenza strains. Such a universal influenza vaccine
would provide broader protection against multiple flu strains and make yearly
flu shots a thing of the past.

—ZEarly detection of cancer is critical to provide effective therapy.—NIH-supported
investigators recently reported the detection of a single metastatic cell from
lung cancer in one billion normal blood cells. These circulating tumor cells
(CTCs) may also be released into the bloodstream of patients with invasive but
localized cancers. The presence of CTCs may be an early indicator of tumor in-
vasion into the bloodstream long before distant metastases are detected. Identi-
fying CTCs may be viewed as performing liquid biopsies, which can be espe-
cially advantageous for prostate cancer. Researchers plan to extend their work
to develop a point-of-care microchip that would allow non-invasive isolation of
CTCs from patients with many different types of cancer, to improve the man-
agement and treatment of this devastating disease.

—Prenatal surgery reduces complications of spina bifida.—NIH-supported sci-
entists reported that a surgical procedure to repair a common birth defect of
the spine, if undertaken while a baby is still in the uterus, greatly reduces the
need to divert, or shunt, fluid away from the brain. The fetal surgical procedure
also increases the chances that a child will be able to walk without crutches
or other devices. The birth defect, myelomeningocele, is the most serious form
of spina bifida, a condition in which the spinal column fails to close around the
cord. The study, the Management of Myelomeningocele Study (MOMS), was
stopped after the enrollment of 183 women, because of the benefits dem-
onstrated in the children who underwent prenatal surgery. In spite of an in-
creased risk for preterm birth, children who underwent surgery while in the
uterus did much better, on balance, than those who had surgery after birth.

—Progesterone reduces rate of early preterm birth in at risk women.—Preterm in-
fants are at high risk of early death and long term health and developmental
problems including, breathing difficulties, cerebral palsy, learning disabilities,
blindness and deafness. An NIH study found that progesterone gel reduces the
rate of preterm birth before the 33rd week of pregnancy by 45 percent among
women with a short cervix, which is known to increase the risk of preterm
birth. Women with a short cervix can be identified through routine ultrasound
screening, and once identified could be offered treatment with progesterone. In
addition, infants born to women who received progesterone had a lower rate of
respiratory distress syndrome than those in the placebo group.

—Daily dose of HIV drug reduces risk of HIV infection.—A daily dose of an oral
antiretroviral drug, currently approved to treat HIV infection, was shown to re-
duce the risk of acquiring HIV infection by 43.8 percent among men who have
sex with men. The findings, a major advance in HIV prevention research, came
from a large international clinical trial supported by NIH. The study, titled
“Chemoprophylaxis for HIV Prevention in Men” found even higher rates of ef-
fectiveness, up to 72.8 percent, among those participants who adhered most
closely to the daily drug regimen. These new findings provide strong evidence
that pre-exposure prophylaxis with an antiretroviral drug, a strategy widely re-
ferred to as PrEP, can reduce the risk of HIV acquisition among men who have
sex with men, a segment of the population disproportionately affected by HIV/
AIDS. Prophylactic antiretroviral therapy has already been proven to signifi-
cantly reduce the transmission of HIV from a mother to a child during child-
birth through breastfeeding.
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—Pocket-sized device makes medical ultrasound more accessible—NIH-supported
research at General Electric supported the development of a low-cost, portable,
high-quality ultrasonic imager. In the last year, this advance was extended even
further with GE’s production of “Vscan.” This pocket-sized device makes med-
ical ultrasound even more accessible and has enabled wireless imaging, patient
monitoring, and prenatal care applications.

—Lung cancer screening with CT scan reduces deaths.—The National Lung
Screening Trial found that screening with low-dose computed tomography (CT)
can decrease lung-cancer deaths among current and former heavy smokers by
20 percent. Because of earlier identification of cancerous tumors, screening was
found to reduce mortality from lung cancer, the most common cause of cancer
deaths.

—Nicotine vaccine shows promise in preventing tobacco addiction.—Vaccines de-
veloped to combat drug addictions work by generating drug-specific antibodies
that bind the drug while in the bloodstream and prevent its entry into the
brain. A nicotine vaccine recently found to improve smoking quit rates is now
in phase III trials to evaluate continued abstinence at 12 months.

—Nanotechnology demonstrates advances in the realm of materials technologies.—
Carbon nanotubes have been used to deliver chemotherapeutic agents specifi-
cally to head and neck cancer cells, causing rapid death of the cancer cells, but
leaving non-cancerous cells unharmed.

—~Certain lipid molecules that show promise in controlling pain could result in
new treatments.—Researchers have demonstrated in animal models that certain
lipids called resolvins, which shut down inflammation, are more potent than
morphine in controlling pain. Since these resolvins are normally found in the
body, they are likely to be safe and non-addictive when used therapeutically.
Additional research is under way to explore these compounds further and trans-
late into new analgesics for pain management.

—Combined treatment improves vision in patients with diabetic macular edema.—
A comparative effectiveness study for diabetic macular edema found that com-
bined treatment with the drug ranibizumab and laser therapy was substantially
better at improving vision in patients with diabetes than laser therapy alone,
and better than laser therapy with a different drug (triamcinolone).

—Scientists develop a system for making functional hair cells from stem cells, of-
fering possible new treatment of deafness.—In mammals, mechanically-sensitive
“hair cells” in the inner ear, which are essential for both hearing and balance
cannot regenerate when they die or are damaged. NIH supported scientists
have used mouse embryonic stem cells as well as induced pluripotent stem cells
and generated hair cells that respond to mechanical stimulation, offering a new
avenue for the treatment of deafness.

—Experimental medication lifts depression symptoms in people with bipolar dis-
order.—NIH intramural researchers discovered that ketamine, an anesthetic
medication, provides rapid and effective treatment for depressive symptoms
among patients with bipolar disorders. While ketamine’s side effects make it
impractical for long-term use, this class of drugs may be invaluable for treating
severe depressive symptoms in these patients during the weeks it usually takes
for typical antidepressants to take full effect.
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PROPOSED NATIONAL CENTER FOR ADVANCING TRANSLATIONAL SCIENCES

NATIONAL INSTITUTES OF HEALTH

Rationale

The development of new diagnostics and therapeutics is widely recognized as a
complex, costly, and risk-laden endeavor. Only a few of the thousands of compounds
that enter the drug development pipeline will ultimately make it into the medicine
chest.

MissioN

To advance the discipline of translational science and catalyze development
and testing of novel diagnostics and therapeutics across a wide range of human
diseases and conditions.

In recent years, there has been a deluge of new discoveries of potential drug tar-
gets, yet we still lack effective therapeutics for many conditions, especially rare and
neglected diseases. A major problem is that the drug development pipeline is full
of bottlenecks that slow the speed of development and add expense to the process.
To address these challenges, the National Institutes of Health (NIH) has proposed
establishing the National Center for Advancing Translational Sciences (NCATS).

NCATS will study various steps in the drug development pipeline, identify bottle-
necks amenable to re-engineering, and experiment with innovative methods to
streamline the process. Promising therapeutic projects will be used to evaluate pipe-
line innovations.

NCATS will complement—not compete with— translational research being carried
out elsewhere at NIH and in the private sector. In fact, through its mission to use
the power of science to advance the entire discipline, NCATS will benefit all stake-
holders, including academia, biotechnology firms, pharmaceutical companies, the
Food and Drug Administration, and—most importantly—patients and their families.

Functions

NCATS will aim to improve the processes in the drug development pipeline by:
—experimenting with innovative approaches in an open-access model;
—choosing therapeutic projects to evaluate these innovative approaches; and
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—promoting interactions to advance the field of regulatory science.

NCATS also will strive to catalyze the development of new drugs and diagnostic
tests by:

—encouraging collaborations across all sectors;

—providing resources to enable therapeutic development; and

—enhancing training in relevant disciplines.

NCATS will:

—facilitate—not duplicate—other translational research activities supported
by NIH;

—complement—not compete with—the private sector; and

—reinforce—not reduce—NIH’s commitment to basic research.

Programs

NCATS will be formed by pulling together these existing NIH programs: compo-
nents of the Molecular Libraries initiative, Therapeutics for Rare and Neglected Dis-
eases, Office of Rare Diseases Research, Rapid Access to Interventional Develop-
ment, Clinical and Translational Science Awards, and FDANIH Regulatory Science.
In addition, the Cures Acceleration Network will be part of NCATS if funds are ap-
propriated for fiscal year 2012. Relocated programs will have their respective budg-
ets transferred to the new center.

Background

On May 19, 2010, the NIH Director asked the NIH Scientific Management Review
Board (SMRB) to:

—identify the attributes, activities, and functional capabilities of a translational

medicine program for advancing therapeutics development; and

—broadly assess the NIH landscape for existing programs, networks, and centers

for inclusion; and recommend their optimal organization.
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On Dec. 7, 2010, the SMRB recommended the creation of a new translational
medicine and therapeutics center. It also urged NIH to undertake a detailed anal-
ysis, through a transparent process, to evaluate the new center’s impact on existing
NIH programs.

Informed by the SMRB’s recommendations, NIH initiated a planning process to
establish NCATS. The NIH Director established three panels to guide and inform
the process: the Institute and Center Directors’ (ICD) NCATS working group, the
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Advisory Committee to the Director (ACD) NCATS working group, and the NIH
Clinical and Translational Science Awards (CTSA) Integration working group.

On Jan. 4, 2011, Dr. Collins charged the ICD working group with making rec-
ommendations on the mission, functions, and organizational design of NCATS. This
panel presented its recommendations to Dr. Collins on Feb. 17, 2011. The ACD
working group, which has been asked to provide high-level advice on how NCATS
can best engage the private sector in translational science, met for the first time
on Feb. 4, 2011. This distinguished panel of outside experts will report its findings
to the ACD later this year.

The final working group, composed of leaders from across NIH, was formed in
mid-March to ensure a smooth transition of the CTSA program into NCATS.

Next Steps

At every point along the way, NIH has sought input on NCATS from a broad and
diverse array of stakeholders. In addition, NIH will continue to inform all stake-
holders on new developments and seek their comments through our interactive web
site Feedback NIH.

Pending approval from the Health and Human Services Secretary, the Office of
Management and Budget, and the Congress, NCATS will be included in the fiscal
year 2012 budget and be formally established on Oct. 1, 2011.

So in this brief statement today, I'd like to tell you about four
innovative areas, and I'm going to show some pictures up on the
screen in which NIH is investing in order to carry out its mission
of turning discovery into health.

First, dramatic advances in technologies, including imaging,
nanotechnology, computational biology, and, yes, genomics, have
recently made it possible for scientists to understand the details of
health and disease in breathtaking new ways.

Consider this curve, the cost to sequence a human genome. Look
at the profound reduction over the past decade. In 2001, it cost
about $100 million to sequence a single human genome. That cost
now stands at about $10,000, and we anticipate it will be less than
$1,000 within the next few years.

That advance will give many Americans access to far more per-
sonalized strategies for detecting, treating and preventing disease
than are now available.

Those new technologies not only reduce the cost of doing science,
but open up whole new frontiers in medicine. I'll tell you about one
of those later in a story about a 6-year-old boy named Nic that I
think you'll find quite compelling.

But, first, let’s turn to the effects that this technology has had
on our understanding of cancer. Cancer is a disease of the genome,
comes about because of mutations in DNA.

Through a bold initiative, called the Cancer Genome Atlas, or
TCGA, my colleague, Harold Varmus, and others are analyzing the
DNA of tumors of hundreds of patients to identify comprehensively
the genetic mutations associated with the specific cancers.

Brain and ovarian cancers were the first ones selected for study
through TCGA and the results have been stunning. Knowing the
molecular drivers of cancer gives us a chance to make much more
accurate diagnoses, prognoses, and predictions of response to ther-
apy. And in the longer run, this approach will lead to development
of a new generation of targeted therapies, those magic bullets so
dreamed of to treat this disease.

The plan for the next few years is ambitious. TCGA will se-
quence, characterize, and understand the genomes of 20 different
types of tumors.
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New treatments are wonderful. Effective prevention can be even
better. NIH is dedicated to use the latest science to improve Amer-
ica’s health today by identifying effective new strategies for disease
prevention. The grave threat of diabetes is a compelling example
of how we are doing this.

This map shows the prevalence of diabetes in the United States
in 1995. As you can see from the color code, in most States, less
than 5 percent of adults were affected, but watch what happened
over just 15 years. Prevalence of diabetes has gone up rapidly in
every State, and it now stands at 9 percent or more in many parts
of the country.

The total costs of the disease, including medical care, disability
and premature death, were an estimated $174 billion in the United
States in 2007. If current trends continue, one in three U.S. adults
will have diabetes by 2020, just 9 years from now, and the annual
cost of care alone will have risen to a breathtaking $500 billion.

But my colleague, Grif Rodgers, and I can offer some hope. NIH
spearheaded a landmark clinical trial on how to prevent type 2 dia-
betes. The Diabetes Prevention Program, or DPP, involved adults
with pre-diabetes. That refers to a modest elevation of glucose in
the blood foreshadowing much worse to come if nothing is done, but
not yet frank diabetes.

The study participants were assigned personal coaches who en-
couraged them to exercise about 30 minutes a day and to make
modest dietary changes resulting in an average weight loss of just
7 percent. This simple approach lowered the chance of full-blown
diabetes by a whopping 58 percent, and that has been sustained for
more than 10 years.

Building on these results, NIH has joined with the Centers for
Disease Control and Prevention (CDC), the YMCA, Walgreens,
United Health Care and other partners to bring this program to
communities in 10 States. And we are now working with colleagues
at CMS to explore how a similar program could be used to great
advantage in Medicare and Medicaid.

Now, I'd like to turn your attention to another important con-
tribution of NIH research already mentioned by the chairman, en-
hancing the economy and U.S. competitiveness worldwide.

NIH will be a key engine driving the U.S. economy in the 21st
century. Many call this the century of biology. As mentioned, just
yesterday, a new economic impact study published by United for
Medical Research suggests that in fiscal year 2010 NIH research
funding supported an estimated 487,900 American jobs at 3,000 in-
stitutions and small businesses across all 50 States of this Nation.

More than that, nearly 1 million U.S. citizens are employed by
the industries and companies that make up this sector of the econ-
omy, earning $84 billion in wages and salary and exporting $90 bil-
lion of goods and services annually. But despite this impressive
track record, our Nation today is at serious risk of losing its posi-
tion as the world’s research leader.

As you can see in this slide, which shows the percent growth of
R&D expenditures on an annual basis, China and India and other
countries have been steadily increasing their R&D expenditures by
10 percent or more per year, highlighting China and India there.
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Whereas, the United States has been at a substantially lower level.
China’s growth rate is now four times greater than ours.

Let me give you a personal example of what this means. Last
fall, when I visited the BGI Genome Center in Shenzhen, China,
I saw an amazing facility built in just 3 years from an abandoned
shoe factory that is capable of sequencing more than 10,000 human
genomes a year.

The capacity of that one Chinese institution now surpasses the
combined capacity of all genome sequencing centers in the United
States. This critical area of scientific innovation, stimulated by the
U.S.-led Human Genome Project, is now being developed more ag-
gressively in China than it is here, a sobering story indeed, and
one that I hope would inspire our Nation to redouble its efforts on
the research front.

A final area I wish to highlight in which our Nation faces excep-
tional challenges, as well as exceptional opportunities, is this field
of translational science which Senator Shelby has specifically high-
lighted in his opening statement. As a result of years of steadfast
support of NIH research by Congress and the American people, we
find ourselves in a paradoxical situation.

This graph shows we’ve seen a deluge of discoveries about the
molecular basis of disease, both rare and common, which provide
us with the power to identify more therapeutic targets than ever
before; more than 4,000 diseases now having their molecular basis
discovered, much of that in the last decade.

But there’s a serious problem. The process of taking those basic
discoveries to the point of clinical advances, as here demonstrated
by a diagram showing you what happens in the development of
new therapeutics, is far too slow—14 years on the average—and
the failure rate is far too high—more than 98 percent. We clearly
need a new approach to therapeutic development and a new part-
nership with the private sector.

So to meet this need, NIH is proposing the establishment of a
new national center for advancing translational sciences or
NCATS. NCATS will allow us to study the various steps in the de-
velopment of diagnostics, devices and therapeutics, identify bottle-
necks that might be reengineered and experiment with innovative
methods to streamline this process.

Through this new center, we can work in an open-access model
that will allow stakeholders, including industry and academia, to
access and apply the innovations that are developed. NCATS will
also advance the field of regulatory science by promoting inter-
actions among the NIH, FDA, patient advocates, and pharma-
ceutical and biotechnology companies.

Importantly, NCATS will complement, not compete with, the pri-
vate sector. This is not Bethesda Pharm. It will facilitate
translational research being carried out elsewhere at the NIH, ex-
tensive translational work already going on by many of the 27 In-
stitutes, including those represented at this table. And it will rein-
force, not reduce, NIH’s commitment to basic science, a
foundational part of our mission.

Most importantly, though, by advancing discipline of
translational sciences, NCATS will benefit patients and their fami-
lies.
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So, Mr. Chairman, members of the subcommittee, I've spoken
today about the great promise of new technologies, how we’re ap-
plying science to prevention, NIH’s role in maintaining U.S. econ-
omy—world leadership, and the unique opportunity to pursue a
new paradigm in translation.

Let me close by sharing the story of one little boy to show you
what NIH research advances now allow us to do. So meet Nic
Volker, a brave boy from Monona, Wisconsin.

Starting about the age of two, Nic developed a mysterious life-
threatening disease that ravaged his body, making it impossible for
him to eat normally and causing unimaginable pain and suffering.

At a loss to explain Nic’s terrible affliction, researchers at the
Medical College of Wisconsin decided to sequence Nic’s DNA in-
struction book hoping to find an answer. After exacting work over
several months, the researchers identified a misspelling of just one
single letter in a little-studied gene called XIAP. Now, glitches in
this gene had been associated with rare blood disorders, but not
with intestinal symptoms. Based on this new insight, the research
team had an idea that, as with the rare blood disorders, Nic’s dis-
ease might be curable with a bone-marrow transplant.

Transplantation of cord blood cells from—stem cells from a
matched donor occurred in July of last year. Although Nic is still
receiving some immunosuppressant drugs to prevent rejection of
the donated cells, his symptoms have largely disappeared, and,
today, as you can see here, he can eat normally and vigorously.

What’s more, he’s now attending kindergarten, enjoying outings
with his family and friends, signing up for a T-Ball team, and, this
past Sunday, presenting his mother with a flower for Mother’s Day.
Nic has given us all a glimpse of the future.

PREPARED STATEMENTS

Thank you, Mr. Chairman. This concludes my formal remarks.
[The statements follow:]

PREPARED STATEMENT OF FraNcis S. CoLLINs, M.D., PH.D.
INTRODUCTION

Good morning, Mr. Chairman and distinguished Members of the Subcommittee.
I am Francis S. Collins, M.D., Ph.D. and I am Director of the National Institutes
of Health (NIH).

It is a great honor to appear before you today to present the administration’s pro-
gram level request of $31.987 billion for NIH in fiscal year 2012, and to discuss the
contributions that NIH-funded biomedical research has made in improving human
health. NIH is the largest supporter of biomedical research in the world, providing
funds for more than 40,000 competitive research grants and more than 325,000 re-
search personnel at more than 3,000 research institutions and small businesses
across our Nation’s 50 States. I also want to offer a vision of how NIH will catalyze
innovation in basic and translational sciences, and will ensure future U.S. economic
strength and global competitiveness.

On behalf of NIH and the biomedical research enterprise, I want to thank you
as Members of the Senate for sparing NIH from deeper cuts in the final fiscal year
2011 continuing resolution (CR). We know that, even as Congress and the adminis-
tration wrestled with cuts of more than 3 percent to the Labor-HHS portion of the
CR, NIH received a 1 percent, or $321.7 million, cut from the fiscal year 2010 level,
while other programs and functions were cut more deeply.

NIH’s mission is to seek fundamental knowledge about the nature and behavior
of living systems and to apply that knowledge to enhance human health, lengthen
life, and reduce the burdens of illness and disability. I can report to you that NIH
continues to believe passionately in that mission and works tirelessly to achieve it.
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Due in large measure to NIH research, our Nation has gained about 1 year of lon-
gevity every 6 years since 1990. A child born today can look forward to an average
lifespan of nearly 78 years—nearly three decades longer than a baby born in 1900.
And not only are people living longer, but their quality of life is improving: in the
last 25 years, the proportion of older people with chronic disabilities has dropped
by almost one-third.

NIH research has enabled new techniques to prevent heart attacks, newer and
more effective drugs for lowering cholesterol and controlling blood pressure, and in-
novative strategies for dissolving blood clots and preventing strokes. As a result, the
U.S. death rate for coronary disease is 60 percent lower—and for stroke, more than
70 percent lower—than three generations ago. Better treatment of acute heart dis-
ease, better medications, and improved health-related behaviors—all underpinned
by NIH research—account for as much as two-thirds of these reductions.

In recent years, largely as a result of NIH research, we have succeeded in driving
down mortality rates for cancer in the United States. This progress comes despite
the fact that cancer is largely a disease of aging and our population is growing
older. Over the 15-year period from 1992 to 2007, cancer death rates dropped 13.5
percent for women and 21.2 percent for men. According to an American Cancer Soci-
ety report released in July 2010, the continued drop in overall mortality rates over
the last 20 years has saved more than three-quarters of a million lives.! And in can-
cers that strike children we have made near-miraculous progress—the 5-year sur-
vival rate for children with the most common childhood cancer, acute lymphocytic
leukemia, is now 90 percent.2

I would also like to offer a shining example of the Senate’s strong and consistent
support of biomedical research at NIH by note that we are celebrating a significant
anniversary. This year marks the 10th anniversary of the establishment of the Dale
and Betty Bumpers Vaccine Research Center (VRC) at NIH. Groundbreaking re-
search performed at the VRC is making great progress toward developing a uni-
versal flu vaccine that confers longer-term protection against seasonal and pandemic
influenza strains.

Today, scientists have to make an educated guess about the make-up of the com-
ing winter’s influenza viruses. These educated guesses become the basis for the
manufacture of each year’s flu shot and mean that everyone has to be re-immunized
in anticipation of next year’s strain of flu. Recently, NIH scientists have identified
pieces of influenza viral proteins that consistently appear among seasonal and pan-
demic flu strains. These findings raise the possibility that we might soon develop
an influenza vaccine that provides near-universal protection against a broad range
of current and future strains of influenza,3 as well as make yearly flu shots a thing
of the past. Most of this exciting work was performed at the VRC. Scientists at that
same center are making important strides toward the development of the long-
hoped-for vaccine against the human immunodeficiency virus (HIV), the cause of ac-
quired immune deficiency syndrome (AIDS). While after so many frustrations, no
one would want to predict success just yet, recent discoveries of VRC scientists
about how to encourage production of neutralizing antibodies against HIV have pro-
vided renewed hope that this pressing problem may ultimately be solved.

NIH AND ECONOMIC GROWTH

Mr. Chairman and Members of the Subcommittee, I recognize that, given our Na-
tion’s fiscal situation, and the extraordinarily tough decisions that you will have to
make about our Nation’s finances, you need to be assured that NIH remains a
worthwhile national investment. Even as you make these decisions and even as our
country recovers from financial recession, I want to offer evidence that NIH and its
research provide two strong and ongoing benefits to our economy.

First, NIH research spending has an impact on job creation and economic growth.
A new economic impact study by United for Medical Research suggests that in fiscal
year 2010, NIH research funding supported an estimated 487,900 American jobs, in-
cluding researchers and spin-off employment.

Second, NIH research funding has a longer term impact in its role as the founda-
tion for the medical innovation sector. Nearly 1 million U.S. citizens are employed
by the industries and companies that make up this sector of the economy, earning
$84 billion in wages and salary in 2008, and exporting $90 billion of goods and serv-
ices in 2010. NIH support for biomedical research institutions catalyzes business ac-

1 http://pressroom.cancer.org/index.php?s=43&item=252.
2http://seer.cancer.gov/csr/1975 2008/

browse csr.php?section=28&page=sect 28 table.08.html.
3http:/www.niaid.nih.gov/news/newsreleases/2010/Pages/UniversalFluVax.aspx.
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tivity in other ways as well. Such institutions constitute reservoirs of skilled, knowl-
edgeable individuals and, thereby, attract companies that wish to locate their oper-
ations within such “knowledge hubs.”

For example, in the 1990s, Federal funding through research grants and the
Small Business Innovation Research (SBIR) and the Small Business Technology
Transfer (STTR) programs transformed the academic research environment and
helped to launch new industrial sectors in Silicon Valley and elsewhere that are
flourishing today. Federal funding has been crucial in stimulating the formation of
start-up companies and collaborations among academia and the private sector in the
development of innovative technology. A prime example is the company Affymetrix.

In the late 1980s, a team of scientists led by Stephen P.A. Fodor, Ph.D., developed
methods for fabricating DNA microarrays, called GeneChips, using semiconductor
manufacturing techniques, melded with advances in combinatorial chemistry to cap-
ture vast amount of biological data on a small glass chip. In 1992, the first of sev-
eral NIH grants was awarded to Affymetrix; with this and an SBIR grant from the
Department of Energy, Dr. Fodor was able to demonstrate proof of principle of using
large arrays of DNA probes in genetic analysis. Affymetrix and similar companies
are building the machine tools of the genomic revolution. In 2009, Affymetrix had
annual revenue of $327 million and employed more than 1,100 people.

Furthermore, NIH research leads to better health outcomes that not only ease
human suffering, but also produce an economic return. A 2006 study by Kevin Mur-
phy and Robert Topel of the University of Chicago shows that a permanent reduc-
tion of 1 percent in cancer deaths has a present value to current and future genera-
tions of Americans of nearly $500 billion. The article states that if we were able to
defeat cancer completely, such cures would be worth approximately $50 trillion—
more than three times today’s Gross Domestic Product.4

We face a similar economic threat from diabetes. If current trends continue, by
2050 as many as one in three U.S. adults will be diagnosed with diabetes.> Total
costs of diabetes, including medical care, disability, and premature death, reached
an estimated $174 billion in the United States in 2007.6 According to analysis from
the UnitedHealth Center for Health Reform & Modernization, more than 50 percent
of Americans could have diabetes or pre-diabetes by 2020.7 Furthermore, the cen-
ter’s analysis predicts diabetes and pre-diabetes will account for an estimated 10
percent of total healthcare spending by the end of this decade, at an annual cost
of almost $500 billion.

But I can offer some hope. NIH spearheaded a landmark clinical trial on type 2
diabetes prevention that showed that people at high-risk for diabetes can dramati-
cally reduce their risk of developing type 2 diabetes through modest exercise and
dietary changes that achieve modest weight loss. Called the Diabetes Prevention
Program (DPP), the clinical trial included 3,234 adults at high risk for developing
type 2 diabetes, including those with a family history of diabetes, as well as other
risk factors. One-third of these individuals participated in a lifestyle program that
included exercise training and dietary change implemented under the guidance of
lifestyle coaches. The DPP research team found that this approach lowered risk of
diabetes by 58 percent.® The DPP trial also demonstrated that the cost of the life-
style intervention was $3,540 per participant over 3 years, which was significantly
offset by the lowering of other healthcare costs as lifestyle participants became
healthier.? The cost effectiveness of the DPP has continued to be followed and 10-
year results will be published in the near future. Building on these critically impor-
tant results, NIH partnered with the Centers for Disease Control and Prevention
(CDC) and more than 200 private partners, including the YMCA, Walgreens, and
UnitedHealthcare, to bring these evidence-based lifestyle interventions to commu-
nities in Ohio, Indiana, Minnesota, Arizona, Oklahoma, New Mexico, New York,
New Jersey, Connecticut, and Georgia. In addition, the DPP Lifestyle Intervention
is being used by the Indian Health Service in a large demonstration project on many
American Indian reservations.

4Murphy, KM., & Topel, R.H. (2006), The value of health and longevity. Journal of Political
Economy, 114(5), 871-904.

5http://www.cdc.gov/media/pressrel/2010/r101022.html.

6 CDC National Diabetes Fact Sheet. http://www.cdc.gov/diabetes/pubs/pdf/ndfs 2011.pdf.

7http:/www.unitedhealthgroup.com/hrm/UNH WorkingPaper5.pdf.

8 Knowler WC, et al. Reduction in the incidence of type 2 diabetes with lifestyle intervention
or metiformin. N. Engl J Med 346:393-403, 2002.

9 Diabetes Care. 2003 Jan;26(1):36—47.
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INVESTING IN BASIC SCIENCE

At NIH, we have always put our greatest percentage of our resources into basic
research. This is because the fundamental observations made today become the
building blocks of tomorrow’s knowledge, therapies, and cures. NIH’s history has re-
peatedly demonstrated that significant scientific advances occur when new basic re-
search findings, often completely unexpected, open up new experimental possibilities
and therapeutic pathways. Historically, NIH has put more than 50 percent of its
budget into basic research and the research discoveries that led to the 132 Nobel
prizes won by our intramural and university scientists are evidence of the wisdom
of this investment.

Basic research is precisely the type of work that the private sector, which must
see a rapid return on invested capital, cannot afford to support. NIH provides the
fundamental observations that pharmaceutical and biotechnology companies can
turn into diagnostics, therapies, and devices that eventually reach patients. As the
Congressional Budget Office put it, “Federal funding of basic research directly stim-
ulates the drug industry’s spending . . . by making scientific discoveries that ex-
pand the industry’s opportunities for research and development.” 10

Because we simply cannot predict the next scientific revelation or anticipate the
next opportunity, our basic research portfolio must be diverse. We set scientific pri-
orities by considering a wide array of biomedical questions that we might try to an-
swer. It is rather like facing a series of doors, some of which lead to vast treasures
and others to much more modest payouts, without any sure way of knowing what
lies behind any particular door. To improve our odds of striking scientific gold, we
need a broad basic research portfolio that enables our Nation to open as many doors
as our resources allow.

Not all disease or scientific problems are equally ripe for new advances, nor do
such advances come at the same rate across the portfolio, no matter how pressing
today’s public health challenges are. We can only be sure that without a strong com-
mitment to basic research today, the new knowledge of tomorrow will remain hidden
behiﬂd those unopened doors and future therapies and cures will remain out of our
reach.

Let me offer a few of the exciting insights that NIH’s support of basic research
have provided. On April 3, 2011, the online issue of Nature Genetics presented the
findings by a team of NIH-supported scientists who had identified five new genetic
variants that are risk factors for late-onset Alzheimer’s disease, which is the most
common form of the disorder. These findings doubled from 5 to 10 the number of
gene variants that we know are associated with Alzheimer’s disease.l1

What is even more compelling is that these newly identified genes strongly impli-
cate inflammation and high cholesterol as risk factors in the development of Alz-
heimer’s disease. Although each of these newly identified genes increases a given
individual’s risk of developing the disease by no more than 10 to 15 percent, the
unanticipated insight that cholesterol and inflammation are contributing factors
opens up new research avenues to understand the disease process, and increases the
likelihood that we can glimpse potential preventions or therapies.

NIH’s commitment to basic research has also provided us with one of the most
promising therapeutic strategies we have seen to date for the deadliest form of skin
cancer, melanoma. Since 2002, we have known that many melanoma tumors exhibit
a mutation in the BRAF gene and that this mutation might provide a target for
therapeutic intervention. A team that included NIH-supported investigators used
high-throughput screening in combination with structural biology, to identify com-
pounds that inhibit the activity of the mutant form of the BRAF gene found in most
melanomas, but have little effect on the BRAF gene found in normal cells. This
basic cancer research supported by NIH contributed to the development of the drug
PLX4032, a drug designed to inhibit the activity of a mutant form of the protein
called BRAF. This is a powerful example of how support for basic research can be
translated into therapeutic potential. In August 2010, Plexxikon, a small drug devel-
opment company, announced that PLX4032, had elicited a positive response in more
than 80 percent of melanoma patients in early phase clinical trials. PLX4032 caused
the tumors in 24 of the 30 trial participants to shrink by at least 30 percent, while
the tumors of two patients disappeared. Another clinical trial involving hundreds of
participants across many institutions demonstrated that metastatic melanoma pa-

10 Congressional Budget Office, Research and Development in the Pharmaceutical Industry,
October, 2006, p. 3.

11Naj, A.C. et al. Common Variants of MS4A4/MSAGE, CD2AP, CD33 and EPHA 1 are associ-
ated with late-onset Alzheimer’s Disease. Nature Genetics, EPUB April 3, 2011, and
Holligworth, P., et al. Common variants at ABCA7, MS4A/MS4A4E, EPHA 1, CD33 and CD2Ap
are associated with Alzheimer’s disease. Nature Genetics. Epub April 3, 2011.S
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tients treated with PLX4032 lived 6 to 8 months longer than those who had been
given the chemotherapy drug dacarbazine, which is the current standard of care.

Whether it is with the hope of finding new ways to treat cancer, prevent Alz-
heimer’s disease, or help people suffering from countless other rare and common
conditions, we at NIH invest in basic research because of our conviction that it will
benefit our Nation in the long term.

ADVANCING TRANSLATIONAL SCIENCE

NIH also has a longstanding commitment to translating fundamental knowledge
into cures and therapies for human disease. It should not be surprising that NIH-
supported science underpins many of the most transformative drugs and therapies
that have benefited millions of Americans and people around the world, including
statins to lower cholesterol and drugs to treat depression. In 2010, we conducted a
trans-NIH inventory of therapeutics development activities and found more than
550 such projects, of which approximately 65 percent were pre-clinical and 35 per-
cent were clinical research.

An analysis published in the February 10, 2011 issue of the New England Journal
of Medicine (NEJM) underscores the depth and breadth of NIH’s support for
translational science that benefits patients.!2 The article’s authors describe a new
emphasis on “public sector research” that is almost exclusively supported or con-
ducted by NIH, noting “the boundaries between the roles of the public and private
sectors have shifted substantially since the dawn of the biotechnology era, and the
public sector now has a much more direct role in the applied-research phase of drug
discovery.”

Drugs that represent a major advance in treatment or offer treatments for dis-
eases for which no adequate therapy currently exists are granted “priority review”
by FDA. According to the NEJM article, between 1990 and 2007, 20 percent of the
FDA approvals of novel compounds granted priority review were given to drugs dis-
covered by NIH. Examples include AZT for HIV/AIDS and the targeted leukemia
therapy Gleevec. Over the past 40 years, 153 new FDA-approved drugs, vaccines,
or new indications for existing drugs were discovered through work carried out by
NIH-supported biomedical research institutions.

Despite NIH’s historic and growing commitment to translational sciences, far
more remains to be done. Millions of people still suffer from diseases, such as can-
cers and diabetes, for which we have no adequate treatments. There are nearly
7,000 rare diseases, yet we have therapies for fewer than 200 of them. This stag-
gering public health need and attendant human suffering continues even as the
pharmaceutical industry, beset by economic stress, is investing less in research and
development, and the pool of venture capital needed by the biotech industry is dry-
ing up.

At the same time, a deluge of discoveries about the molecular basis of disease has
been made possible by the sequencing of the human and many other genomes, as
well as breathtaking advances in research technologies, such as high-throughput
screening and bioinformatics. These discoveries reveal hundreds of tantalizing po-
tential therapeutic targets. As the result of years of steadfast support of NIH re-
search by Congress and the American people, we find ourselves in a paradoxical sit-
uation: we can uncover the molecular basis of common and rare diseases better than
ever before and we can more readily identify therapeutic opportunities than at any
point in history, but the pipeline through which these new therapeutic agents must
pass is crimped and, in some places completely blocked.

Consequently, a new approach to therapeutic development, and a new partnership
with the private sector, is needed. That is why we have proposed the establishment
of NIH’s new National Center for Advancing Translational Sciences beginning in fis-
cal year 2012.

NATIONAL CENTER FOR ADVANCING TRANSLATIONAL SCIENCES

As previously noted, NIH has a long and rich history of significant contributions
to therapeutic development. In particular, the National Cancer Institute (NCI) and
the National Institute for Allergy and Infectious Diseases (NIAID) have made major
contributions over many years to the discovery of new treatments. However, now
is the time to consider the therapeutic development process itself as a scientific
problem that is ripe for innovation. The mission of the National Center for Advanc-
ing Translational Sciences (NCATS) will be to advance the discipline of translational
science and catalyze the development and testing of novel diagnostics and thera-

12 Stevens, Ashley J. et al. The role of public-sector research in the discovery of drugs and
vaccines. New England Journal of Medicine, 364,:6, February 10, 2011.
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peutics across a wide range of human diseases and conditions. NIH has no intention
of entering the drug development arena that is rightly the province of private sector
companies. Indeed, given that it costs in the range of $ 1.3 billion to $1.8 billion
to bring one drug to market, it is clear that it would be impossible for NIH to com-
pete with private industry.13 What NCATS intends to do is advance the science of
therapeutic development and determine if there are ways we can re-engineer the
drug development pipeline; creating new approaches and methods that will benefit
everyone interested in speeding the delivery of new medicines.

Today, the development of new diagnostics and therapeutics is a complex, costly,
and risky endeavor. Only a few of the thousands of compounds that enter the drug
development pipeline will ultimately make it into the medicine chest or to the pa-
tient’s bedside. NCATS will study the various steps in the drug development pipe-
line, consult with the private sector to identify bottlenecks amenable to re-engineer-
ing, and experiment with innovative methods to streamline the process.

To offer one example of the kind of pipeline challenge we might address, new
ideas about assessing the toxic potential of drug candidates using sophisticated cell-
based methods, instead of animal toxicology testing, hold out the promise of revolu-
tionizing this step in validating a new therapeutic agent—and such research can be
catalyzed by NIH in ways that might otherwise not be possible.

NCATS will attack the bottlenecks in the drug development pipeline by experi-
menting with innovative approaches in an open-access model so that all stake-
holders, ranging from industry to patients, will be able to access and apply its inno-
vations. NCATS’s open access operating framework will also advance the field of
regulatory science by promoting interactions among the Food and Drug Administra-
tion (FDA), NIH, patient advocates, and pharmaceutical and biotechnology compa-
nies. NCATS will encourage collaboration across all sectors, provide resources to en-
able therapeutic development, and support and enhance training in the relevant
translational science disciplines.

NCATS will complement—not compete with—translational research being carried
out elsewhere at NIH and in the private sector. In fact, in pursuing its mission of
using the power of science to advance the entire discipline of translational science,
NCATS will benefit all stakeholders, including academia, biotechnology firms, phar-
{naceutical companies, the FDA, and—most importantly—patients and their fami-
ies.

NCATS will pull together existing NIH programs such as the Therapeutics for
Rare and Neglected Diseases program, the Office of Rare Diseases Research, the
Rapid Access to Interventional Development program, the Clinical and
Translational Science Awards, the FDA-NIH Regulatory Science grants program,
and components of the Molecular Libraries initiative. These relocated programs will
have their respective budgets transferred to or implemented by the new center. In
addition, we are hopeful that funding for the new Cures Acceleration Network will
be provided within the NCATS appropriation in fiscal year 2012. The intent of this
innovative program and its exceptional DARPA-like flexibilities for supporting
projects are a natural fit with NCATS.

Aside from the new funding requested in fiscal year 2012 for the Cures Accelera-
tion Network, resources for NCATS will come from the combination of already exist-
ing and appropriated programs and so be budget neutral.

NCATS will bring the scientific method to bear on today’s drug development proc-
ess and aim to improve and speed the therapeutic development process of tomorrow.

CONCLUSION

This statement has provided you with a brief overview of NIH’s past successes
and future commitment to basic and translational sciences, along with a quick look
at the important role that NIH plays in our domestic economy and U.S. global eco-
nomic and scientific leadership.

But I would like to close my testimony today with an example that demonstrates
the benefits to be reaped from our continuing pursuit of “personalized medicine.” It
is the story of one individual, 6-year-old Nic Volker of Monona, Wisconsin. Starting
about the age of 2, Nic developed a mysterious, life-threatening disease that ravaged
his intestines, making it impossible for him to eat normally and causing unimagi-
nable pain and suffering. At a loss to explain this terrible, inflammatory condition,
researchers and clinicians at the Medical College of Wisconsin decided to sequence
Nic’s entire exome, that is, all the parts of the genome that code for the proteins

13DiMasi, JA, Hansen RW, Grabowski HG. Extraordinary claims require extraordinary evi-
dence. Journal of Health Economics 2005;24(5):1034-1044. Tonkens, R. An Overview of the Drug
Development Process. The Physician Executive May-June 2005.
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that become life’s building blocks. After exhaustive work over a period of months,
the researchers identified a mutation in Nic’s XIAP gene. Such mutations had been
associated with rare blood disorders, but not with bowel symptoms. Based on this
new insight, the research team had an idea that, as with the rare blood disorders,
Nic’s disease might be curable with a bone marrow transplant.

NIH investment over the years in the sequencing of genomes—and the tech-
nologies associated with such sequencing—has put us at the threshold of “personal-
ized medicine.” Young Nic Volker is one of a handful of individuals who has crossed
that threshold, and it was made possible because of years of research and develop-
ment supported and performed by NIH.

Transplantation of cord-blood stem cells from a matched donor occurred in July
of last year and, although Nic is still on immunosuppressant drugs to prevent rejec-
tion of the donated cells, his symptoms have largely disappeared and today he can
eat normally. Hot dogs are his favorite!

The local newspaper, the Milwaukee Journal Sentinel, was so struck by the saga
of Nic and his family that they devoted a series of articles to the little boy’s strug-
gles and therapy, coverage that included posting photos, videos, blogs, and many
other resources to the web. The five Journal Sentinel journalists did such a good
job that they were awarded the Pulitzer Prize for Explanatory Reporting on April
18. Now, that is truly putting a face on the promise of today’s biomedical research,
tomorrow’s personalized medicine, and NIH’s role in making this promise possible.

Thank you Mr. Chairman. This concludes my formal remarks.

PREPARED STATEMENT OF HAROLD VARMUS, M.D.

Mr. Chairman and Members of the Committee: I am pleased to present the Presi-
dent’s fiscal year 2012 budget request for the National Cancer Institute (NCI) of the
National Institutes of Health (NIH). The fiscal year 2012 request includes
$5,196,136,000 for NCI, which reflects an increase of $141,899,000 over the com-
parable fiscal year 2011 level of $5,054,237,000.

We now know that cancer is a collection of diseases reflecting changes in a cell’s
genetic makeup and thus its programmed behavior. Sometimes the genetic changes
occur spontaneously or are inherited; sometimes they are caused by environmental
triggers, such as chemicals in tobacco smoke, ultraviolet radiation from sunlight, or
viruses. While cancers constitute an incredibly diverse and bewilderingly complex
set of diseases, we have at hand the methods to identify essentially all of the genetic
changes in a cell and to use that knowledge to rework the landscape of cancer re-
search and cancer care, from basic science to prevention, diagnosis, and treatment.
The funds in the President’s budget for NCI represent a bold investment strategy
critical for realizing that goal.

The emerging scientific landscape offers the promise of significant advances for
current and future cancer patients, and for preventing cancer so that many never
become cancer patients. And it offers scientists at the National Cancer Institute—
and in the thousands of laboratories across the United States that receive NCI sup-
port—the opportunity to increase the pace of lifesaving discoveries dramatically.

In the past year alone, we have seen powerful examples of how research dollars
have translated into concrete advances against cancer through basic science, preven-
tion and early detection, and treatment.

Basic science.—In collaboration with NHGRI, the NCI is leading The Cancer Ge-
nome Atlas (TCGA), the largest and most comprehensive analysis of the molecular
basis of cancer ever undertaken. TCGA aims to identify and catalog all of the rel-
evant genetic alterations in many types of cancer. For instance, building on their
recent reclassification of glioblastoma multiforme (GBM), an aggressive form of
brain cancer, this year TCGA investigators discovered that about 10 percent of pa-
tients with one of the four subtypes of GBM are younger at diagnosis and live longer
than patients with other subtypes of the disease, but their tumors are unresponsive
to current intensive therapies. The molecular profile of this subtype offers new tar-
gets for developing drugs to treat this form of the disease more effectively. TCGA
scientists are also preparing to publish similarly important findings about the major
form of ovarian cancer in mid-2011 and are in the midst of analyzing nearly 20
other types of cancer.

Prevention and early detection—NCT’s intensive efforts to study and reduce the
use of tobacco products have contributed to a sustained annual reduction in age-ad-
justed cancer mortality rates over the past decade and more. But current and
former heavy smokers remain at high risk of developing lethal lung cancers, which
are the leading cause of cancer mortality. In late 2010, NCI announced initial re-
sults from the National Lung Screening Trial, a large, multi-year randomized trial
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that enrolled more than 53,000 subjects. Because early detection provides the poten-
tial to intervene at the earliest, most treatable stages of disease, thus reducing po-
tentially difficult to treat outcomes seen in more advanced disease, current and
former smokers who were screened with low-dose helical computed tomography were
20 percent less likely to die of lung cancer than were peers who received standard
chest x-rays. These results provide the first clear demonstration that a screening
procedure can be effective in reducing mortality from lung cancer—a finding that
could save many lives among those at greatest risk. Over the course of the $240
million study, NLST investigators collected samples of early and advanced lung can-
cers from enrolled subjects, and these specimens will be invaluable for determining
genetic alterations that may be used to predict which tumors are likely to progress
to an advanced stage.

Cancer treatment.—The potential therapeutic impact of basic discoveries made by
TCGA and other efforts in cancer genomics has been dramatically illustrated this
year by the development of effective drugs against the most deadly form of skin can-
cer, melanoma. Almost a decade ago, studies of cancer genomes first uncovered a
common mutation in a gene that encodes an enzyme called BRAF. Last year, early
stage clinical trials at NCI-designated Cancer Centers of drugs targeted against the
mutant BRAF enzyme showed that most melanomas with the relevant mutation re-
gressed dramatically. Although tumor regression generally lasted less than a year,
NCI-supported investigators have already pinpointed some causes of resistance to
BRAF inhibitors, outlining a pathway to more sustained control of this lethal dis-
ease.

Another benefit of a prolonged and broad-based investment in cancer research has
also been realized in the context of malignant melanoma this year, with the recent
approval by the FDA of an antibody, ipilimumab, which extends the lives of patients
with metastatic melanoma. Ipilimumab stimulates the immune system to act
against cancer by blocking natural inhibitors of the immune response, an approach
that would not be possible without a profound understanding of the immune system
and one that promises to harness immunological tools against other cancers.

These examples of NCI’s progress in understanding, treating, and detecting dif-
ferent forms of cancer illustrate what can be achieved at an accelerated pace with
sustained investments across the cancer research spectrum, such as proposed under
the President’s budget. While those perspectives are only beginning to inform the
American public’s perception about cancer and its treatment, the downward trajec-
tory of cancer deaths—reported by NCI and its partners in March—reflects real and
sustained reductions over more than a decade for numerous cancers, including the
four most common: breast, colorectal, lung, and prostate. We have identified pro-
teins and pathways that different cancers may have in common and represent tar-
gets for new drugs for these and many other cancers—since so often research in one
cancer creates potential benefits across others.

Additional progress against cancer also will require building these research ad-
vances into clinical treatments and diagnostic tools for better patient care and by
our many connections with public and private sector partners. The Institute’s in-
vestments in translational research are broad and deep, and will receive NCI’s full
energies, recognizing that the publicly announced proposal for reorganizing services
that support translational science in general could give NIH additional focus in this
important area.

REVITALIZING THE CANCER CLINICAL TRIALS SYSTEM

For today’s new understandings of cancer biology to benefit cancer patients on a
broad scale, they must be coupled with a modernized system for conducting cancer
clinical trials. This system must enable clinical researchers across the Nation to ac-
quire tumor specimens and conduct genetic tests on each patient, to efficiently ana-
lyze molecular changes in those samples, to manage and secure vast quantities of
genetic and clinical data, and to identify subsets of patients with tumors that dem-
onstrate changes in specific molecular pathways—pathways that can be targeted by
a new generation of cancer therapies.

As part of its effort to transform the cancer clinical trials system, NCI asked the
Institute of Medicine (IOM) in 2009 to review the Clinical Trials Cooperative Group
Program. This program involves a national network of 14,000 investigators cur-
rently organized into nine U.S. adult Cooperative Groups and one pediatric coopera-
tive group that conduct large-scale cancer clinical trials at 3,100 sites across the
United States. The IOM report, issued in April 2010, noted that the current trials
system—established a half-century ago—is inefficient, cumbersome, underfunded,
and overly complex. Among a series of recommendations, the report urged that the
existing adult cooperative groups be consolidated into a smaller number of groups,
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each with greater individual capabilities and with new means to function with the
others in a more integrated manner.

In December 2010, NCI announced its intent to begin consolidating the current
nine adult cooperative groups into four state-of-the-art entities that will design and
perform improved trials of cancer treatments, as well as explore methods of cancer
prevention and early detection, enhance the ability of the cooperative groups to as-
sess the molecular characteristics of individual patients’ tumors, and study quality-
of-life issues and rehabilitation during and after treatment. The sole pediatric coop-
erative group was created by consolidating four pediatric cooperative groups almost
a decade ago, and that group will not be affected by the current consolidation effort.

PROVOCATIVE QUESTIONS

This has been a challenging and hopeful time for NCI to lead the Nation’s cancer
research program. Over the past two decades researchers have unraveled some of
the damage that occurs in the genome of a cancer cell and how a cancer cell behaves
in its local environment as a result of those changes. With this better understanding
of cancer and recent technological advances in many fields, such as genomics, molec-
ular biology, biochemistry, and computational sciences, progress has been made on
many fronts, and a portrait has emerged for several cancers. With sustained and
accelerated funding, and NCI’s strong leadership in defining cancer research prior-
ities, we can build upon today’s cancer advances with provocative thinking by ask-
ing better questions.

To that end, NCI is asking researchers in various disciplines to pose and articu-
late “provocative questions” that can help guide the Nation’s investment in cancer.
Provocative questions may be built on older, neglected observations that have never
been adequately explored, or on recent findings that are perplexing, or on problems
that were traditionally thought to be intractable but now might be vulnerable to at-
tack with new methods.

Many of these provocative questions are being asked—and answered—by young
scientists who are early in their careers. The 2012 budget will support NCI's com-
mitment to ensuring that an equitable share of our research grants will go to the
young men and women, who are at the forefront of understanding cancer.

We are now reaping the rewards of investments in cancer research made over the
past 40 years or more, even as we stake out an investment strategy to realize the
potential we see so clearly for the future. The public has benefitted from past gen-
erous congressional stewardship of biomedical research funding; cancer research
over the past four decades has provided the evidence required to lower the incidence
and mortality of many kinds of cancer, to improve the care of cancer patients, and
to establish the new understanding of cancer that is now beginning to revolutionize
control of cancer throughout the world.

No matter what the fiscal climate, NCI will strive to commit the resources nec-
essary to bring about a new era of cancer research, diagnosis, prevention, treatment,
and survivorship.

Thank you for the opportunity to provide you this testimony, and I would be
pleased to answer any questions you might have.

PREPARED STATEMENT OF SUSAN B. SHURIN, M.D.

Mr. Chairman and Members of the Committee: I am pleased to present the Presi-
dent’s budget request for the National Heart, Lung, and Blood Institute (NHLBI)
of the National Institutes of Health (NIH). The fiscal year 2012 budget of
$3,147,992,000 includes an increase of $80,903,000 over the comparable fiscal year
2011 level of $3,067,089,000.

The NHLBI provides global leadership for a research and education program to
promote prevention and treatment of heart, lung, and blood diseases. Our vision is
to enhance the health of all individuals and thereby enable them to enjoy longer
and more productive lives. The Institute advances its objectives through an innova-
tive program of excellent science that addresses urgent public health needs, capital-
izes upon extraordinary opportunities, leverages strategic assets, balances and inte-
grates basic and clinical research approaches, and calls upon the creativity, exper-
tise, and dedication of thousands of scientists here and abroad. The American people
have1 gc(ainerously supported this work for many years, and tremendous progress has
resulted.

This testimony highlights three areas of particular current emphasis: (1) genetics
and genomics; (2) regenerative medicine; and (3) translational medicine.



268

GENETICS AND GENOMICS

NHLBI-funded gene-sequencing projects and genome-wide association studies
have been extraordinarily productive. Scanning the genomes of more than 100,000
people from all over the world, scientists recently reported the largest set of genes
yet discovered that underlie blood lipid variations known to be major risk factors
for coronary heart disease. Altogether, the gene variants explain between one-quar-
ter and one-third of the inherited portions of cholesterol and triglyceride measured
in the blood. Of the variants, 59 had not been previously identified and thus provide
new clues for developing effective medicines to combat heart disease. This exciting
discovery follows upon similar research, reported in 2009, regarding another heart
disease risk factor—hypertension. Using genomic analysis of over 29,000 partici-
pants from the Framingham Heart Study and other cohorts, an international re-
search team identified a number of unsuspected genetic variants associated with
systolic and diastolic blood pressure. Although hypertension has long been known
to run in families and have a substantial genetic component, previous attempts to
identify genes associated with blood pressure had met with only limited success. The
new findings from both the lipid and the blood pressure studies illustrate the poten-
tial of large-scale genome-wide scans to identify genes that play roles in a complex
disease of widespread public health importance.

Smaller-scale genome-wide scans are also providing valuable new information
about less common disorders, such as thoracic aortic aneurysm and dissection—a
condition that is often asymptomatic until an unpredictable catastrophic cardio-
vascular event occurs. Researchers comparing 418 patients with non-familial tho-
racic aneurysms to normal controls identified a number of genetic variants that ap-
peared more frequently in the patients. Many of the variants exist in genes that are
in some manner involved in contraction of smooth-muscle cells, suggesting that ge-
netic variants governing smooth-muscle cell function are a potential target of pre-
dictive tests that could be developed in the future.

Although genome-wide scans and sequencing have identified many genetic vari-
ations that contribute to disease risk, much more research is needed to understand
the mechanisms underlying gene disease associations. NHLBI is advancing this
area by supporting a new program, Next Generation Genetic Association Studies,
to investigate cells that have been reprogrammed into induced pluripotent stem
cells to model heart, lung, and blood diseases and explore the functional con-
sequences of genetic variation.

Another initiative, Getting from Genes to Function in Lung Disease, will support
characterization of the function of lung-disease associated genes and their variants
that have been identified through GWAS or other genetic approaches. Multidisci-
plinary teams will use a variety of experimental methods and tools to elucidate the
mechanisms that contribute to diseases such as asthma, chronic obstructive pul-
monary disease (COPD), sarcoidosis, and idiopathic pulmonary fibrosis and thereby
generate knowledge that may lead to more effective ways to prevent and treat them.
In fiscal year 2012, the Institute plans to solicit research projects to study two se-
vere and poorly understood conditions that affect the lungs: The Genomic Research
in Alpha-1 Antitrypsin Deficiency and Sarcoidosis program will conduct state-of-the-
art genomic, microbiomic, and phenotypic studies with the goals of understanding
the molecular and cellular bases of the diseases, facilitating classification of sub-
types, and developing new drug therapies.

Because genome-wide scans are not well suited to discovery of extremely uncom-
mon genetic variants, the Institute is pursuing other avenues to explore the con-
tributions of infrequent variants to both common and rare diseases. A program
planned for fiscal year 2012 in collaboration with the National Human Genome Re-
search Institute, Life After Linkage: The Future of Family Studies, will use data
from existing family studies to identify and characterize genes, including rare
variants, that influence complex diseases. The potential success of such an approach
is illustrated by a recent breakthrough resulting from a collaboration between the
NHLBI intramural program and the NIH Undiagnosed Diseases Program. Re-
searchers identified the genetic cause of a rare and debilitating vascular disorder,
not previously explained in the medical literature, that involves severe arterial cal-
cification. Analysis of DNA from members of three affected families revealed that
the variant is in a gene responsible for a product that protects arteries from calci-
fying. It is hoped that this understanding of the underlying defect will enable dis-
covery of improved treatment for the patients.

REGENERATIVE MEDICINE

Body components can malfunction because of inherent defects, catastrophic or ac-
cumulated damage, or senescence, and chronic disease is often the result. Restoring
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healthy function via delivery of “replacement parts” and helping organs repair in-
jury with functional tissue instead of scarring are high priorities of NHLBI. Recent
progress gives much reason for optimism. For example, heart attacks cause perma-
nent damage to heart muscle cells (cardiomyocytes) that renders them useless for
pumping blood. Although cardiomyocytes cannot themselves be rejuvenated,
NHLBI-supported scientists were able to induce other heart cells (fibroblasts) to be-
come pluripotent stem cells that, in turn, were induced to become cells that looked
and behaved much like cardiomyocytes. The finding suggests the possibility that
fibroblasts—cells widely available throughout the body—could be directly repro-
grammed into functional cells to treat or prevent heart failure and other adverse
consequences of cell damage. Other NHLBI-supported researchers recently reported
progress toward engineering lung tissue in a rat model, creating a scaffold popu-
lated with multipotent neonatal rat cells to produce a transplantable organ capable
performing the fundamental lung function of gas exchange. The success of this study
and others using cadaveric human lung tissue and immortalized cell lines suggests
that such an approach might one day be beneficial for patients who are awaiting
lung transplant.

NHLBI is making considerable investments to advance regenerative medicine re-
search for cardiovascular, lung, and blood diseases. A collaborative solicitation with
the National Institute of Biomedical Imaging and Bioengineering, New Strategies
for Growing 3D Tissues, will support highly integrated, multidisciplinary research
to improve understanding of how cells respond to their environment and how cell-
communication systems that enable blood-vessel and organ development can be used
to engineer 3D human cellular aggregates. Translation of Pluripotent Stem Cell
Therapy for Blood Diseases will promote the development of technologies for trans-
lation of recent stem cell advances into treatments for sickle cell disease and other
blood disorders. This new program will build upon the expertise, resources, and in-
frastructure of the ongoing NHLBI Progenitor Cell Biology Consortium, and it will
encourage collaboration with two other Institute initiatives—Production Assistance
for Cellular Therapies and the Gene Therapy Resource Program, which is slated for
renewal in fiscal year 2012.

A major initiative planned for fiscal year 2012, Consortium of Lung Repair and
Regeneration: Building the Foundation, will establish an interactive group of multi-
disciplinary teams to formulate and test innovative hypotheses about the mecha-
nisms that control lung repair and regeneration. The program will seek to leverage
innovative technologies such as tissue engineering, biomaterials and scaffolds, in-
duced pluripotent stem-cell technology, cell-directed therapy, and humanized animal
models that are not used widely in lung-regeneration research but are being applied
to investigate regeneration and repair in other organ systems.

TRANSLATIONAL MEDICINE

NHLBI continues to place strong emphasis on translating basic science findings
into better diagnostic, therapeutic, and preventive approaches and fostering their
use in real-world clinical practice. A number of initiatives are supporting these ef-
forts. For example, a program called Science Moving Towards Research Translation
and Therapy (SMARTT) has been launched to facilitate transition of potential new
therapies for heart, lung, and blood diseases from discovery in the lab to the testing
needed to establish their safety and effectiveness in people. Pre-clinical develop-
ment—that is, readying products for testing in humans—is the first step in turning
discoveries into cures, but the processes involved can be expensive and baffling to
academic scientists. Connecting academic researchers with industry, the SMARTT
program will offer help with manufacturing, pharmacology and toxicology testing,
pre-clinical and early-phase clinical study design, and administrative and regulatory
matters.

The Translational Research Implementation Program, or TRIP, is intended to fa-
cilitate well-designed clinical trials in heart, lung, or blood diseases to demonstrate
the safety and efficacy of promising interventions that have emerged from funda-
mental studies. Its initial phase, which began in fiscal year 2010, supported the
planning of trials; the second phase will fund the most promising of them beginning
in fiscal year 2012. A second new program will provide planning grants to establish
the feasibility of pivotal clinical trials with a major focus on hemoglobinopathies
such as sickle cell disease and thalassemia. Another solicitation, planned for fiscal
year 2012, would provide an innovative mechanism for the development of clinical
trials for hemostatic and thrombotic disorders, including access to expertise in clin-
ical trial methodology and design through existing institutional resources.

Several exceptionally promising new translational efforts in lung diseases are also
under way. Research Education in Sleep and Circadian Biology is promoting the use
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of innovative educational tools and programs to accelerate the transfer of recent sci-
entific advances and health knowledge in sleep and circadian biology into clinical
and public-health practice. Renewal of a solicitation titled Utilization of a Human
Lung Tissue Resource for Vascular Research will advance translational efforts in
lung vascular disease, using previously collected biospecimens from patients with
pulmonary hypertension. An initiative slated for fiscal year 2012 would support dos-
ing and efficacy trials of promising but untested therapies for lung diseases, includ-
ing agents that have already been approved for use in treating other diseases and
combinations of common drugs with low toxicities, neither of which would be likely
candidates for testing by industry. Such small proof-of-concept trials are vitally im-
portant for translating basic research advances into clinical research, providing a
foundation for larger efficacy trials, and advancing understanding of disease proc-
esses.

PREPARED STATEMENT OF GRIFFIN P. RODGERS, M.D., M.A.C.P.

I am pleased to present the President’s fiscal year 2012 budget request for the
National Institute of Diabetes and Digestive and Kidney Diseases (NIDDK) of the
National Institutes of Health (NIH). The fiscal year 2012 budget includes
$1,837,957,000, which is $47,272,000 more than the comparable fiscal year 2011
level. Complementing these funds is an additional $150,000,000 also available in fis-
cal year 2012 from the Special Statutory Funding Program for Type 1 Diabetes Re-
search. The NIDDK supports research on a wide range of common, chronic, costly,
and consequential diseases and health problems that affect millions of Americans.
These include diabetes and other endocrine and metabolic diseases; digestive and
}iiver ddiseases; kidney and urologic diseases; blood diseases; obesity; and nutrition

isorders.

UNCOVERING THE GENETIC AND ENVIRONMENTAL CAUSES OF DISEASE TO INFORM
THERAPY AND PREVENTION

Unprecedented discoveries in genetics continue to lead the way toward the devel-
opment of personalized treatments and prevention of devastating diseases and dis-
orders. Scientists revealed that certain variants in the APOL1 gene may be respon-
sible for the differential risk of developing kidney disease for African Americans.
These variants also provide a degree of protection against African sleeping sickness,
a degenerative and potentially fatal condition caused by a parasite that is endemic
to Africa. This could explain why these variants are more commonly found in indi-
viduals of African descent, despite the increased risk of kidney disease they confer.

Many of the diseases within the NIDDK research mission result from the inter-
action between multiple genetic and environmental factors. Research on the human
microbiome—the microorganisms associated with the body—has demonstrated that
the composition of bacterial communities is determined mostly by their location on
or in the body and varied between people. In a separate study, scientists reported
that bacteria in the mouse gut contributed to changes in appetite and metabolism.
Therefore, excess calorie composition and obesity may be affected by these bacterial
populations. Researchers in The Environmental Determinants of Diabetes in Youth
are using newly developed technologies to study the microbiome of children at high
risk for developing type 1 diabetes and explore whether viral or bacterial-based
treatments could be used to prevent or treat the disease. NIDDK will continue to
capitalize on recent genetics and environment discoveries to transform prediction,
prevention, diagnosis, and treatment of diseases within the Institute’s mission.

IMPROVING PATIENT CARE THROUGH RESEARCH

Obesity is a major health epidemic in the United States, and it increases the risk
for type 2 diabetes; kidney, heart, and liver disease; and other health issues. There-
fore, efforts to curb this rising trend are vitally important. The NIDDK’s HEALTHY
study revealed that while a middle school-based intervention did not reduce obesity
school-wide, it lowered the obesity rate in students with the highest risk for type
2 diabetes. This important result will inform future school-based efforts to reduce
overweight and obesity in children. Research also shows that weight loss can im-
prove the health of people with diabetes. NIDDK’s Look AHEAD study showed that
weight loss in overweight and obese people with type 2 diabetes can lead, with lower
medication requirements, to long-term favorable effects on diabetes control and car-
diovascular risk factors.

NIDDK continues to support efforts to test potential treatments for NIDDK-re-
lated diseases and disorders. Investigators demonstrated in a preliminary trial that
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salsalate, an anti-inflammatory drug used for years to manage arthritis pain, can
help people with type 2 diabetes control blood glucose levels. If the expanded trial
is successful, it could lead to a safe and inexpensive way to treat the disease. Non-
alcoholic steatohepatitis (NASH) is a form of fatty liver disease associated with over-
weight and can lead to liver cirrhosis and liver failure requiring a transplant. Cur-
rently, there are no specific, FDA-approved treatments for NASH. NIDDK scientists
compared vitamin E, the insulin-sensitizing drug pioglitazone, and placebo for treat-
ment of adult NASH, and reported promising improvements in response to 2-year
therapy, especially for vitamin E.

It is important to compare available, effective treatments and combine this knowl-
edge with a patient’s history to identify the best option for treating an individual.
A recent NIDDK study demonstrated that, on average, a lower blood pressure goal
was no better than the standard goal at slowing progression of kidney disease
among African Americans who had chronic kidney disease resulting from high blood
pressure. However, the lower blood pressure goal did benefit patients who had pro-
tein in their urine, a sign of kidney damage. In light of the APOL1 results I de-
scribed earlier, this and other findings suggest that genetic traits more common in
African Americans may subtly alter the pathogenesis of kidney disease in this popu-
lation, and new classes of drugs that target these pathways might be more effective
in preventing the onset and progression of chronic kidney disease in these patients.

Millions of American women suffer from stress urinary incontinence, an under-
diagnosed public health problem that is associated with diminished quality of life.
An NIDDK trial demonstrated that two different surgical approaches were equally
effective—although they had different side effects—in treatment for stress urinary
incontinence, a major milestone in treatment for this condition. This information
will enable women and their doctors to weigh more accurately the benefits and risks
of available treatment options. In concert with identifying the best treatment op-
tions, NIDDK research aims to ensure that patients are able to take advantage of
these results to improve their health and care.

DISSEMINATING RESEARCH RESULTS TO IMPROVE PUBLIC HEALTH

It is critical that the results of research reach the American public quickly and
clearly to translate to real improvements in health. NIDDK supports a number of
public health campaigns such as the National Kidney Disease Education Program,
the Weight-control Information Network, a Celiac Disease Awareness Campaign,
and the National Diabetes Education Program (NDEP).

Diabetes continues to be a growing worldwide public health concern; rising rates
of obesity and an aging populance are driving the increasing prevalence of type 2
diabetes. There is hope, however: research has shown that it is possible to delay—
or even prevent—the disease. The NIDDK’s landmark Diabetes Prevention Program
(DPP) was a tremendous success, demonstrating that loss of 5—7 percent of an indi-
vidual’s body weight—or treatment with the drug metformin—can delay type 2 dia-
betes. By eating less fat and fewer calories and doing moderate exercise, such as
brisk walking, DPP participants were able to lose body weight and maintain the
loss. These lifestyle changes worked particularly well for participants age 60 and
older, and were equally effective for all participating ethnic groups and for both men
and women.

To transfer the lessons of the DPP to the community level, NIDDK supports
translational research, which included a trial of less costly delivery of the DPP
intervention in YMCAs in group settings. The results have led CDC and private or-
ganizations to fund the intervention at more Ys and United Health Group to cover
the cost for plan participants to use the intervention at Ys. Additionally, the NDEP
is disseminating the good news from the DPP follow-up study that development of
type 2 diabetes continued to be reduced 10 years after the intensive lifestyle change
or treatment with metformin. NDEP has partnered with NIH’s Office of Research
on Women’s Health to also raise awareness of the increased risk of type 2 diabetes
for women who have a history of gestational diabetes.

GENERATING RESEARCH OPPORTUNITIES

The future of public health depends critically on the development of the next gen-
eration of scientists and the pursuit of scientific opportunities. NIDDK continues to
vigorously support new investigators, and training and mentorship in biomedical re-
search. NIDDK held its second annual New Investigators’ meeting to enhance their
ongoing research and spur future success. NIDDK also held its eighth annual work-
shop for the Network of Minority Research Investigators to encourage and facilitate
participation of members of underrepresented racial and ethnic minority groups in
the conduct of biomedical research in NIDDK-relevant fields. These new investiga-
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tors will be poised to take advantage of a wealth of opportunities to improve the
health of Americans; such opportunities have been identified by a number of recent
strategic planning efforts undertaken by the NIDDK.

The development and application of new technologies will also improve patient
care. Through support for small business innovation research grants and other ef-
forts, NIDDK will foster cutting-edge research in this area. New technologies could
facilitate analysis of organs, tissues and biological molecules, and, with mobile com-
munication, help convey critical information quickly to patients and healthcare pro-
viders. This research would enhance our ability to monitor disease progression or
how a therapy is working and would improve diagnosis of disease or risk, to enable
earlier intervention.

In closing, Mr. Chairman, NIDDK will continue to emphasize my guiding prin-
ciples: support a robust portfolio of investigator-initiated research; vigorously sup-
port clinical trials to identify better ways to prevent and treat disease; preserve a
stable pool of new investigators; disseminate science-based knowledge from research
through education programs; and foster research training and mentoring.

Thank you Mr. Chairman and members of the Committee for the opportunity to
share with you a few highlights of NIDDK’s research and outreach efforts to im-
Erove the health of Americans. I will be pleased to answer any questions you may

ave.

PREPARED STATEMENT OF ANTHONY S. Fauct, M.D.

Mr. Chairman and Members of the Committee: I am pleased to present the Presi-
dent’s fiscal year 2012 budget request for the National Institute of Allergy and In-
fectious Diseases (NIAID), a component of the National Institutes of Health (NTH).
The fiscal year 2012 budget includes $4,915,970,000, which is $144,100,000 more
than the comparable fiscal year 2011 level of $4,771,870,000.

NIAID conducts and supports biomedical research to understand, treat, and pre-
vent infectious and immune-mediated diseases, including HIV/AIDS; tuberculosis;
malaria; influenza; emerging and re-emerging infectious diseases; asthma and aller-
gies; autoimmune diseases; and the rejection of transplanted organs. NIAID makes
a major investment in translational research, which seeks to accelerate the findings
from basic research into healthcare practice. This decades-long commitment, to-
gether with NIAID’s multidisciplinary collaborations with experienced as well as
new investigators at academic centers, the private sector, and other governmental
and non-governmental partners, continues to help improve domestic and global
health through the development of diagnostics, therapeutics, and vaccines for infec-
tious and immune-mediated diseases. I appreciate the opportunity to highlight just
a few of our research successes and to describe some of our most promising research
programs aimed at improving public health and quality of life.

GLOBAL HEALTH

NIAID has been a leader in both basic and clinical HIV/AIDS research ever since
the disease emerged as a devastating public health crisis 30 years ago. In 2010,
NIAID support for HIV/AIDS research resulted in landmark scientific advances in
HIV prevention. The NIAID-supported iPrEx study demonstrated that a daily dose
of an oral antiretroviral medication, a strategy known as pre-exposure prophylaxis
or PrEP, was effective at reducing the risk of HIV acquisition among men who have
sex with men. This finding was selected by the prestigious journal The Lancet as
one of the top six medical discoveries in the world in 2010 and was named by Time
magazine as the number one medical breakthrough in 2010. A second important
study, and another of The Lancet’s selections, CAPRISA 004, showed that a vaginal
microbicide gel of an antiretroviral drug could give women a measure of protection
against HIV infection. This important trial was funded by the U.S. Agency for Inter-
national Development and carried out using a research infrastructure developed
with NIAID support. In the area of HIV vaccine development, researchers in
NIAID’s intramural Vaccine Research Center and NIAID-funded extramural inves-
tigators discovered human antibodies that can block a wide range of HIV strains
from infecting human cells in the laboratory and are now zeroing in on their precise
mechanisms of action. Coupled with last year’s success from the RV 144 HIV vac-
cine clinical trial conducted in Thailand, which found a “prime-boost” vaccine can-
didate to be safe and modestly effective in preventing HIV infection, NIAID is mak-
ing important strides in developing a robust package of prevention modalities that
can be used in combination. In addition, research supported under NIAID’s new ini-
tiative, the Martin Delaney Collaboratory: Towards an HIV Cure, will provide in-
sights into how HIV hiding places in the body—so-called “reservoirs”—are formed,
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where they are located, how they are maintained despite effective antiretroviral
therapy, and how they might be eliminated.

NIAID makes a significant investment in research on the co-infections and co-
morbidities that often accompany HIV infection. Tuberculosis (TB) occurs in about
one-third of HIV-infected individuals and is the leading cause of death in this group.
The NIAID-sponsored CAMELIA study demonstrated that survival of untreated
HIV-infected adults with weak immune systems and newly diagnosed TB can be
prolonged by starting antiretroviral therapy 2 weeks after beginning TB treatment,
rather than waiting the standard 8 weeks. This finding will help to optimize treat-
ment strategies for people co-infected with HIV and TB and promises to save many
lives in the developing world. A significant number of adults at risk for HIV infec-
tion are also at risk for hepatitis B and C infection. NIAID supports a robust re-
search program to understand the pathogenesis of and immune response to hepa-
titis viruses and to develop novel therapeutics and vaccines against the diseases
caused by these viruses.

In 2009, there were approximately 9.4 million TB cases and 1.7 million TB deaths
globally according to the World Health Organization (WHO). NIAID has accelerated
its TB research activities and is applying 21st century technology to a field that has
lagged behind the study of other infectious diseases. NIAID supports the develop-
ment of several promising TB vaccine candidates, and basic and clinical research
has contributed to both new and repurposed therapeutic approaches and candidates.
With NIAID support, researchers also have developed a tool for diagnosing TB that
provides more specific, sensitive, and rapid results than currently available
diagnostics.

In 2009, approximately 225 million cases of malaria resulted in more than
780,000 deaths, 90 percent of which occurred in Africa, according to WHO. More
than a decade has passed since the newest class of antimalarial drugs, artemisinins,
entered widespread use worldwide; unfortunately, malaria parasites are becoming
increasingly resistant to these medications. There is a pressing need for new ma-
laria therapies due to the constant threat of the emergence of drug resistance, which
NIAID is addressing by supporting domestic and international research. For exam-
ple, NIAID-supported researchers identified NITD609 as a promising antimalarial
drug with a mode of action that differs from the current drugs used to treat malaria.
NIAID-supported scientists also discovered a novel metabolic pathway of the ma-
laria parasite Plasmodium falciparum that could lead to new drug targets. In 2010,
NIAID established ten International Centers of Excellence for Malaria Research in
malaria-endemic regions. In addition to research on HIV/AIDS, TB, and malaria,
NIAID supports research devoted to better understanding, preventing, and treating
other important diseases that cause a significant burden of illness and death glob-
ally, including neglected tropical diseases such as lymphatic filariasis, trachoma,
and leishmaniasis.

EMERGING AND RE-EMERGING INFECTIOUS DISEASES

NIAID continues its critical focus on advancing drugs, vaccines, and diagnostics
from concept to product development to fight emerging and re-emerging infectious
diseases. In response to the 2009 HIN1 influenza pandemic, NIAID played a key
role in developing and testing the 2009 H1N1 influenza vaccines, and in assessing
their safety and potential effectiveness in a variety of populations. NIAID research-
ers also made important strides in the development of broadly protective influenza
vaccines. NIH intramural researchers in the Vaccine Research Center demonstrated
that a “prime-boost” vaccine strategy could protect animals from infection with mul-
tiple strains of influenza. NIAID-supported scientists also determined that individ-
uals infected with pandemic 2009 HIN1 influenza generated antibodies that neu-
tralized many different influenza virus strains. This adds to the evidence base that
a universal influenza vaccine may be possible, which would obviate the need to mod-
ify the influenza vaccine each season. NIAID-supported investigators also showed
that vaccinating children against influenza protects the wider community, under-
scoring the public health importance of widespread vaccination with current and im-
proved vaccines. The Lancet chose this study as its top scientific advance of 2010.

Building on the experience and challenges of the 2009 HIN1 influenza pandemic,
the Department of Health and Human Services conducted a review of the Federal
Government’s efforts to develop medical countermeasures (MCMs) such as drugs
and vaccines for public health emergencies, including bioterror attacks, culminating
in a new vision for MCM development. As part of this vision, NIAID—in coordina-
tion with the Biomedical Advanced Research and Development Authority and the
Department of Defense—will lead the Concept Acceleration Program to stimulate
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the translation of new scientific concepts and discoveries to the development of
MCMs for biodefense and emerging infectious diseases.

The dengue epidemic in Puerto Rico and dengue cases in Florida and Hawaii, as
well as the cholera outbreak in earthquake-ravaged Haiti, demonstrate the impor-
tance of understanding the factors that contribute to disease emergence and re-
emergence. NIAID dengue research includes basic research, vector biology,
translational research, as well as the development of research tools, resources, and
services. With NTAID support, scientists are developing several vaccine approaches
for dengue. NIAID research on cholera spans basic research, genomics, studies of
environmental and climactic factors, and the development of vaccines and thera-
peutics. An NTAID-supported study pinpointed the genetic lineage of the cholera mi-
crobe that is causing the epidemic in Haiti.

NIAID continues to support a robust basic, translational, and clinical research
portfolio to address the public health issue of antibiotic resistance for key patho-
gens, including methicillin-resistant Staphylococcus aureus (MRSA) and Gram-nega-
tive bacteria. For example, NIAID scientists recently identified a toxin from a com-
munity-acquired strain of MRSA that could be a factor in the severity of MRSA in-
fections. NIAID also supports research to preserve the effectiveness of currently
used antibiotics, including studies to examine optimal treatment of community-ac-
quired pneumonia and infections caused by Gram-negative bacteria such as
Pseudomonas and Acinetobacter. NIAID-supported researchers settled a medical
controversy by recently showing that antibiotics clearly reduce the severity and du-
ration of acute middle-ear infections in toddlers that were diagnosed using con-
sistent criteria.

IMMUNE-MEDIATED DISORDERS

NIAID is committed to furthering our understanding of the immunologic mecha-
nisms underlying autoimmune diseases, asthma and allergic diseases, rejection of
transplanted organs, and other immune-mediated disorders; and to translating this
knowledge into new approaches for diagnosis, prevention, and treatment. In 2010,
an NIAID-sponsored expert panel produced much-needed comprehensive guidelines
for medical practitioners for the diagnosis and management of food allergy that will
be helpful to clinicians across a range of medical specialties. NIAID also launched
the Human Immunology Project Consortium to better understand the human im-
mune system and how it reacts to infection or vaccination. The information gained
from this effort will provide insights into the development of safer and more effec-
tive vaccines, including those for young children and the elderly. In addition, re-
searchers in the NIAID Immune Tolerance Network demonstrated that Rituxan®
is a safe and effective therapy for two forms of severe vasculitis, a rare and dev-
astating disease of the blood vessels. These data were instrumental in the recent
Food and Drug Administration-approval of Rituxan® for this indication, rep-
resenting the first licensed treatment for this disorder in 40 years. Also, the NIAID
Inner-City Asthma Consortium determined that the addition of Xolair® to NIH
guidelines-based asthma therapy for young children and adolescents resulted in
fewer asthma symptoms and severe asthma attacks.

CONCLUSION

For more than 60 years, NIAID has conducted and supported basic and clinical
research on infectious and immune-mediated diseases leading to the development of
vaccines, therapeutics, and diagnostics that have significantly improved the health
and saved the lives of millions around the world. NIAID will continue to support
the highest quality research with the aim of translating fundamental discoveries
into improved public health.

PREPARED STATEMENT OF JOSEPHINE P. BRIGGS, M.D., DIRECTOR, NATIONAL CENTER
FOR COMPLEMENTARY AND ALTERNATIVE MEDICINE

Mr. Chairman and Members of the Committee: I am pleased to present the Presi-
dent’s fiscal year 2012 budget request for the National Center for Complementary
and Alternative Medicine (NCCAM) of the National Institutes of Health. The fiscal
year 2012 budget includes $131,002,000, which is $3,399,000 more than the com-
parable fiscal year 2011 appropriation of $127,603,000.

The National Center for Complementary and Alternative Medicine (NCCAM) is
the Federal Government’s lead agency for scientific research on complementary and
alternative medicine (CAM). CAM includes a group of diverse medical and
healthcare interventions, practices, products, or disciplines that are not generally
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considered part of conventional medicine (sometimes called Western or allopathic
medicine). The boundaries between CAM and conventional medicine are not abso-
lute; instead, they are constantly evolving: interventions such as hospice care or re-
laxation and breathing techniques in childbirth that were once considered unconven-
tional are now widely accepted. Furthermore, there is growing interest in more inte-
grative approaches that use both CAM and conventional interventions. For example,
both the Departments of Defense! and Veterans Affairs are integrating select CAM
modalities into treatments for pain, stress, and sleep disorders.

CAM is used by many in the United States, both in treating health problems and
in promoting better health and well-being. Data from the 2007 National Health
Interview Survey?2 (NHIS), developed under NCCAM leadership in collaboration
with the National Center for Health Statistics at the Centers for Disease Control
and Prevention (CDC), show that nearly 40 percent of adult Americans and 12 per-
cent of children are using some form of CAM. The data also show that in 2007 out-
of-pocket expenditures for CAM totaled $33.9 billion. While this amount accounted
for only 1.5 percent of total healthcare expenditures, it was more than 11 percent
of out-of-pocket expenditures. Finally, NHIS data indicate that a large portion of
CAM use is best described as “self-care” in that it occurs outside of the framework
of a relationship with a healthcare professional. The scope, associated costs, and
self-care nature of CAM use in the United States reinforce the need to develop reli-
able, objective scientific evidence concerning the usefulness and safety—or lack
thereof—of CAM interventions, and to ensure the public has access to accurate and
timely evidence-based information.

NCCAM is shaping its research directions through our third strategic plan, which
was developed with considerable input from our diverse stakeholder community and
released in February 2011. The strategic plan, Exploring the Science of Complemen-
tary and Alternative Medicine (available at www.nccam.nih.gov), was built around
three long-range goals aimed at improving the state and use of scientific evidence
regarding the two major reasons for use of CAM in the United St