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THE WHITE HOUSE

WASHINGTON

March 21, 1975

4,

MEMORANDUM FOR

The Honorable Antonin Scalia
Assistant Attorney General
Office of Legal Counsel
Department of Justice

SUBJECT: WEINBERGER v. WIESENFELD
U. S. (March 19, 1975),

Would you please review the Social Security Act to determine whether
in light of the above-referenced decision section 402(g) of title 42 of
the U.S. Code must be amended, If an amendment is required, would
your office draft the proper language. '

Also, should any other sections of the Social Security Act be amended
so that the entire Act will conform with the language of the Court's
holding that unjustified gender-based discrimination violates the Due
Process Clause of the Fifth Amendment.

Finally, would you consider whether there are any other inequities
inherent in the Act which might be considered unconstitutional in
light of this opinion of the Court, If there are such inequities, would
"you discuss any action which would remove them.

Ph'zlip W. Buchen
Counsel to the President
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Benefits are related to actual income (the wage base
subject to social security taxes) but are also adjusted
according to the cost of living. The wage base subject
to taxes is also adjusted for inflation.

Under present law:

Calendar Year

1976 1977 1978 1979 1980

OASDI Tax : 4.95% 4.95 4.95 4.95 4.95

Medicare Tax 0.90 0.90 1.10 1.10 1.10

Total Tax 5.85 5.85 6.05 6.05 6.05
Earnings Base 15,000 16,500 18,300 19,800 21,300
ISSUE

A. Financing

1.

Short Term

Since the Social Security system is exceedingly
sensitive to changing economic conditions most
recent trends indicate that 01d Age, Survivors,
and Dlsablllty outgo will exceed income by a
widening margln so that trust fund reserves will
be exhausted in the early 1980's. The Medicare
Trust Fund is projected to be relatively stable.

Long Term

Current demographic projections and recent
provisions for automatic adjustments tied to

cost of 1living increases raise serious questions
about the fiscal stability of the system over the
next 50 years.
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B. Selected Advisory Council Recommendations

The Advisory Council on Social Security recommended
action to deal with a number of specific items such

as

maintaining retirement test
equal treatment of men and women
minimum benefits

older disabled workers

STRATEGY FOR DEALING WITH ISSUES

Secretary Weinberger recommends that

1.

A specific décision be made now on a proposal
to deal with the short term financing problem
and announced in his May 20 testimony.

In that testimony we should indicate the Adminis-
tration intends to submit in January a proposal
to deal with the long term issues.

The selected Advisory Council recommendations,
with the exception of equal treatment for men
and women which has recently been subject of a
Supreme Court decision, be included in the long
term proposal. Action on the equal treatment
can be announced on May 20th.

SPECIFIC OPTIONS ON SHORT TERM FINANCING

The Secretary presents three basic options on dealing
with the financing problem of the next 5 years. He
suggests the goal should be to not let the Trust Fund
reserves fall below 30 percent of outgo.

The Secretary points to the need to focus on the timing
of the options

the longer action is delayed, the more costly
it will become to correct the problem.

because of economic considerations tax increases
or other Social Security revenue-producing measures

‘should not be effective before calendar year 1977.
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~-- failure to have a specific recommendation very
shortly will provide increased impetus to Con-
gressional moves toward general revenue funding.

The Secretary suggests three basic options for dealing
with the short term problem. As you know, the President
and the Secretary are on record opposing the use of
general revenue funds to stabilize the system. Given
the goal of maintaining OASDI trust fund reserve of no
less than 30 percent of outgo, the options available
are:

-- Simply raise the tax rate

—— Modest increase in the level of wages subject-
to Social Security taxes and some increase in
the tax rate

-— Substantial increase in wage base and transfef
some part of Medicare segment of tax to OASDI
to avoid tax increase. ’

These options should be viewed in light of the increase
of 0.2 percent in the Medicare segment of the Social
Security tax which under current law, is scheduled to
take place in 1978.

TAX RATE ONLY OPTION

In 1977 increase total tax from 5.85 to 6.20. The OASDI
tax would go from 4.95 to 5.30. In 1978, take the
scheduled .20 percent Medicare tax increase and apply

it to the OASDI rate, making the rate 5.40 percent for
OASDI and 1.00 percent for Medicare. A total tax of
6.20 would apply in 1977 and 6.40 in 1978.

Pro

1. Would stabilize trust fund at about 36 percent
of outgo.

2. Utilizes relative stability of Medicare trust
fund to assist troubled OASDI system.

3. Has promptest corrective effect on trust fund.



Con
1. Would impact most heavily on low income families.

2. Largest total tax increase of any option.

BASE/RATE OPTION A

Slight Increase in Earnings Base Coupled with Tax Increase
Rather than the scheduled 1977 increase to $16,500 in
earnings base subject to tax, increase the base to $18,000.
In addition, raise total tax rate in 1978 from scheduled
6.05 to 6.30. Part of scheduled Medicare increase would
be shifted and coupled with an additional increase to
protect OASDI trust fund.

Pro

1. Would spread burden to higher income levels thus
moving toward greater progressivity.

2. Change in base is not severe.

3. Occurs in conjunction with previously scheduled
increases.

1. Tax increase beyond present law.
2. New level of wages subject to tax.
3. Slowest effect on stabilizing trust fund.

BASE/RATE OPTION B.

Increase Wage Base and Shift Part of Medicare Increase

This proposal would increase wage base to $21,000 in
1977, shift part of the 1978 Medicare increase to OASDI
but not increase total tax beyond what present law requires.

Pro .
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1. Total tax is not increased beyond present law.’
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2. Moves substantially toward greater progressiviﬁy.

3. Has more immediate corrective effect on trust fuﬁaw
outgo.



Con
1. Concentrates total cost of correcting trust fund
problems on the higher income group.

2. May set precedent on how to deal with long term
problem which precludes tax rate increases.

These are the three basic approaches suggested. The
specific effects are outlined on pages 11, 13, 14, and
15 of the Secretary's memo.































MEMORANDUM

THE WHITE HOUSE

WASHINGTON

July 15, 1975

MEMORANDUM FOR: RODERICK HILLS
FROM: BOBBIE GREENE KILBERG

SUBJECT: HEW's Proposed Regulations on Maximum
Allowable Costs (MAC) for Drugs

HEW's proposed MAC regulations would limit pharmacists' reimburse-
ment for prescriptions to their actual acquisition cost plus a dispensing
fee and would limit reimbursement for chemically identical drugs to the
lowest priced drug generally available to pharmacists.,

HEW has conducted an economic analysis of the proposed regulations
which projected an $80 million per year saving. OMB, however, found
the analysis defective in several respects, and HEW is now in the process
(1) of making some revisions in the regulations due to comments received
from Federal Register publication; and (2) of reworking the economic
analysis to answer OMB's concerns.

In checking with different offices within the White House in regard to the
cost effectiveness of the proposed regulations, I found that both Lynn
Etheredge of OMB and Art Quern of the Domestic Council have been fol-
lowing the issue in detail. The new HEW cost analysis is expected at
OMB on Wednesday or Thursday of this week. The Domestic Council
agrees that the cost effectiveness of the program should be our central
concern, and Art is also sensitive to the dangers of any allegations that
we are acting as advocates of the drug industry. Both OMB and the
Domestic Council have requested of Secretary Weinberger that he not
issue the regulations until the new economic analysis statement has been
reviewed by OMB. When OMB receives the analysis, we will send it to
George Eads at the Council on Wage and Price Stability for his review.

cc: Philip Buchen


















































