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SOCIAL SECURITY AMENDMENTS OF 1967

MONDAY, AUGUST 28, 19067

U.S. SENATE,
COMXrW ON FINANCE,

Wa~hiV.nijn D.C.
The committee met, pursuant to notice, at 10 aam., in room 2221, New

Senate Office Buildin, Senator Clinton P. Anderson' presidin.
Present: Senators Anderson, Talmadge, Harris, Williams, &Jarlson,

Curtis, and Morton.
Senator ANDEsoN. The hearing will come to order.
Today, we continue our hearings on the administration's social secu-

rity bill. Last week, we heard the Secretary of Health, Education, and
Welfare and his staff make the case for enlarging the schedule of cash
payments under the bill and raising the taxable base and tax rate above
the levels provided in the House bill. In addition, the Secretary recom-
mended that the restrictive welfare amendments added by the House
bill be deleted.

This week we will be recent testimony from the interested
public. Our first witness today is te Honoramle George Aiken U S
Senator, from Vermont. Senator. Aiken is well-known in this bod for
work he has performed in furthering social legislation. He is a ong-
time advocate of the medicare program. Senator Aiken has a rather
important bill pending before this committee, S. 110. In reading it, I
am struck by two facets:

First, he would provide for the coverage of d in the medicare
programing a manner quite similar to tha approved by the Senate in
an amendment to the Foreign Investors Tax Act. Unfortunately, the
House conferees forced us to delete it from the bill.

In addition he would provide for payment of physicians' services
under a schedule of maximum fees to replace the reasonable charge
concept that is now in the law.

W6 are glad to have you here, Senator Aiken. We are anxious to
hear your testimony. Tlank you very much for appearing.

STAT OF RON. GEORGE D. AIKEN, A U.S. SENATOR FROM
THE STATE OF VERMONT

Senator AnIw. Well, Mr. Chairman, I appreciate this opportunity
to appear before this committee. I am greatly concerned over the
urgent need of our older citizens for increased social security benefits,
but I am confident that your committee will take rood care of that.

My appearance here t y to present evidence Indicat' that the
medicare amendments to the Social Security Act need to be ieastically
review&
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8oCIA SECUMT AIDM OF 1967

Everyone expects a new law as complex and as swiping as medicare
to have imperfections.

When this important legislation was under consideration by the
Congress it was generally recognized that medicare would have to be
revised in the light of actual experience.

Congress did a good job of launching this program, and the acting
chairman of today had a considerable part to play in that, as I real,
but what we did then Was only a start.

Medicare today is far from meeting the intended requirements.
Tia is due in part to the herculean task of setting up the necessary

administrative machinery.
It is also because the law is understandably inadequate and imper-

feet-just as we expected it would be.
Shortly after medicare weL into effect I began to receive letters

from my constitutents indicating clearly th at medicare was not doing
what our older people had been led to believe it would do.

These letters, alinost without exception, told a story of financial
hardship, confusion and distress among sick persons trying desperately
to get by on low, fixed incomes.

As a constructive start in refining medicare, and to provide the
services the beneficiaries expected it o provide, I offered- 10 amend-
mets last January.

These amendments are now pending before your committee in my
bill, S. 110 and ars intended to accomplish these things:

1. Eliminate all deductibles and coinsuranc, This sim lifies the
law, relieves beneficiaries from many additional charges thathave been
proving to be a costly and difficult burden. The cost is negligible, com-
pard with other costs of government today.

I. Reduce the age limit for women from 65 to 62. 1 would like to
reduce that still further for both women and men, but I realize that
is not practicable at the present time.

8. Remste the system, long established in our hospitals, for pro-
viding speci.ists' services-pthologists, radiologists, anethesiolo-
gists, and so forth-as part of the hospital service. The medicare law
as phased by the Senate preserved the old system, but it was amended
in conference to allow specialists to bill patients separate from the
hospital bill. This has caused much hardship and confusion and should
be ended&

4. Fee schedules for physicians. This is the amendment that would
establish physicians' fees, just as Blue Shield has provided surgeons'
fee hedt-les for many years Under this proposal fees would be estab-
lished in various localities according to the prevailing rates.

5. Drug amendment. This i.-he-same as the amendment passed by
the Senafe last year. Drugs are one of the costliest expenses old people
have to face. They need help on this. Annual bill% whether one is
hospitalized or not, run into the hundreds of dollars. The only change
fromi the bill as passed by the Senate in 1965 is the addition of word-
ing to permit the formulary committee to approve "an acceptable ver-
sion" -of a drug, rather than require that the lowest cost drug on the
market be used. This guarantees low-cost quality drugs rather than
Just cheap drugs.

I understand the drug amendment I have proposed is similar to one
offered by the Senator from New Mexico, Mr. Montoya. A drug amend-
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SOCIAL BEOM=UJY AENDMNrS OF 1987

ment of this kind will be costly, but the need is critical. I strongly urge
adoption of a drug amendment this year.

6. Emergeno hospital service outside the United States. This is
a revision of the 1965 amendment which I proposed. As enacted this
applied only to persons stricken in the United States The new amend-
ment allows a person to be 25 miles across the border when stricken
and taken to a nearby Canadian or Mexican hospital.

7. Permit elderly persons to be referred directly to nursing homes.
This is the proposal which I submitted in 1965 and which was rejected.
Hospitalization prior to referral to nursing homes is costly and fre-
quently unnecessary. Physicians should be allowed to use their own
good judgment as to whether a person needs office care, outpatient
clinical care or hospital care prior to going to a nursing home.

8. Extend coverage to eyeglass, dentaY care. Present exclusions in
the law are removed. This means that old people will get far more
of the kind of help they need-thorough eye and dental care, prosthetic
devices, hearing aids, etc.

9. Annual routine physical checkups. Now excluded, this gives every
beneficiary the right to go to the doctor and have a complete physica.
If additional checks are needed requiring outpatient or in-hospital
tests, the physician can refer the patient accordingly. In the long run,
this should keep costs down by enabling physicians to prevent sikness
before it occurs.

10. Medical and other health services across border. Patients taken
to hospitals in the Canadian and Mexican border areas will have not
only hospital coverage but all the medical and other health services
they would receive in the United States during the period of the emer-
gency hospitalization.

As for this amendment, and the closely related proposal to provide
emergency hospital service outside the United States, there is a real
need to protect medicare beneficiaries while on short trips across the
border.

Some of the proposals embodied in S. 110 have been previously
passed by the Senate but killed in conference.

Some of them may not be approved at all for some time and there
may be good reasons why some are not feasible at this time.

Of this I am certain: Medicare should be made to work more effec-
tion't believe either the Congress or the country wants to give it up

at this time.
Since introducing S. 110 1 have been flooded with letters from all

parts of the Nation.
This mail shows a crying national need for revision of the law, not

next year but now;
This mail falls into six broad categories:(1) Those who want all 10 amendments enacted.

(2) Those who express frustration and despair over rapidly
risng medical costs.

S(3Y Sick people desperately needing help to pay-for inexcusably'hih drugbills.

.4) Beneficiaries confused and hard-pressed by the complicated
detils of the law regarding deductibles and cofimnan.
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SOCIAL SECURITY AMNDW2TY OF 1907

(5) Persons living on a hand-to-mouth basis of so-called re-Spectable poverty who need more efficient reimbursement for med-care bils they iad to pay out of their own slim resources. In somethese people had to borrow so the doctors could be paid first,(8) Those wanting the law enlarged to include the high Cog of
ed 0h and hearoKey d care, hearing aids, eyeglasses and prosthetic devices

thy cannot affordl.FOr e amPle, a 77-year-old woman in Michigan wrote that she hadbean wearing the same glasses for 18 years but irealy needs a new pairand han'tany way topy for them. I could submi, Uri Chairman, ahundred 87cifo cases but I know this committee has several times thatnumber o its own •
Whn ah original medicare bill wsbefore your committee I sub-mitea n.aendment to permit beneficiaries to be assigned by a cornt pysiian to nurng homes for short-time treatment withouttheatefulcosln d t unnecessary stay of 3 days in a hospitalbefOre admission to a nursin omeiI have submintted this spific amendment again, and I urge thisCommittee to reconside) probleml.am not confusing this with long-term custodial care, which hasno p0c under medicare as we know it now.With hospital costs rising at a rate more than double that of 6months ago-an increase of some 17 percent in 1967 is anticipated-and since this testimony was pmpaed I read that costs have goneup 20 percent over a ear 0go, the removal of the 3-day mandatoryhospitfaization would elp.Wen an aged person is sick and his doctor knows he needs tem-porary nursing care to recover, it is unreasonable to require him toenter a hospit, and undergo costly tests and endless examinations for8 days when all he needs i consimderate medical care in an accreditednursing home.Tofir(e him into an already overcrowded hospital is costly, anadded hardship in his time of sickness, and a burden on the com-mun'

While my primary concern is for the people who need the assistancemedicare offers, I am also concerned over the ability of our hospitalsto absorb this new assig ment.I therefore wrote to each hospital in Vermont last January, askingfor detailed comments. d t mThese comments showed a sincere desire to make medicare work.The complaints by hospitals centered largely around the increasedadministrative costs, especially the complicated and frustrating prob-lems caused .by deductibles and coinsurance the high cot of -splitbillings, and in some Cases slow reimbursem ent by the medicare fiscal,intermediary.. y  e .fb
Th acute bed shortage and the lack of adequate staff, inall 'depart-

ments-cuastodial, nurig laboraoy n diitaie-aifrtheir te problem ..... an a n t h -
ionS Y 1 .wrote, to these same institutions asking i, condi-
Rteimbursements from medicare are on the whole improved but toa considerable degree the spne -problems they cited last January stillremain.
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Thirteen of sixteen Vermont hospital complained to me about de-ductibles and coinsurance, urging that they be eliminated.
Ten of the sixteen complained strongly about Split billings.
Billings and collections as a whole were a major problem in every

hos italin the State.
Medicare has imposed heavy new burdens on the hospitals and these

in turn have necessarily been passed along to the patients-those who
are least able to pay and thoseleast able to understand the complicated
billing procedures medicare has imposed.

If my survey of conditions in Vermont is a good yardstick, and I
am sure it is then there is a very real and urgent need to do some-thing to simplify the system without delay.

Split billings require the beneficiary to pay sometime as much as
five or six separate doctor bills instead of having specialists' bills in-
cluded in the hospital bill.

Doctors are naturally reluctant to accept the assignment of bills,
so the poor person living on a limited retirement income has to pay
the bilr flrs and then wait for medicare to reimburse him.

I would hope that some way could be found by the doctors and
hospitals to ease the extremely heavy burden split billings, coinsurance,
and deductibles place upon the beneficiaries.

If this cannot be done, Congress will have to enact the necessary
corrective legislation that will simplify these procedures.

I hope this committee will look favorably upon my proposals.
Senator ANDR0sox. Thank you, Senator Aik .
I am sure we all value this testimony very much.
The very first thing you said is that we eliminate all deductibles.

Have you any idea how much it would cost to eliminate all deductiblesI
You do suggest elimination of all deductibles I
Senator Aiizz. Yes indeed. I know it would cost money-
Senator Aiw Zsow. But in part B of Zedicare, the cost would rise

from $tsa month now to roughly $12 a month. It is at least several hun-
dred millions a year. Do you worry at all about those high costsI

Senator Axrw. About $20 million a year. That would carry on
the war 3 days, almost, not quite. And if we can spend that amount
of money in a year for better purposes I wouldn't worry in the least.

Senator WIua&&S. I have no questions except to thank you for
your constructive suggestions and they certainly will be considered at
the time we proceed to mark up this bill.

Senator Aixzw. I thank the Senator from Delaware.-
Senator OALSox. I want to say just simply this: My mail indicates

that the confusion that results from the billings of various prog ams
of types and charges is what simply ought tobe taken care of., Sim-
plification of the entire program is what our people seem to be worry-
Mg about, hr hsbe

Senator Anmom. There, hag been some confusion where several doc-
tors arvi involved, who depend on the patient, and the patient depends
on medicare for theMpayment.

Senator CARLsoN. That is all.
Senator TA! WDo&. Senator Aiken- many Vermohters live near the

Canadian border. Do ybithave an$ speciall problem regarding thatI
Senator A=N. We have some sizable toWns in Vevmont wleie the

Canadian border goes right through the middle of the town. We have
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a to in the towi rtpA whe te Caan border goes between
the0two outer t0e uoi., nweno, hay IotW and -lots of people
going to Expo 87,* wlo4s about, 40 Miles over the Vermont border,
aUd I woulC't say there hav been any serious troubles there now, yet
the metropolitan area does extend, I would say, almost down into
Vermont at the present time, coming nearer all the time, and people are
likely to have acidents over the bolder and likely to need hospitaiza-
tion over the border. And I don't know how true this is of the Mexican
border, probably to a little lesser extent, but when they come to grief
over theborder they should be permitted to go into a Canadian hospital
to get the same treatment that they do from a hospital on our side.

r know the State Department says this would involve a lot of un-
wield redta e, but up in Vermont we haven't been too much handi-
ael by rtape when it comes to dealing with Canadians.

eator TuZu* We have a number of hospitals in the United
States for one reason or another which have not been approved for
medicare. I have proposed an amendment if some individual goes to a
hospital that is not approved ho could nonetheless for a 2-year period
recover three-fourths of the costs that he otherwise would be entitled
to. A lot of thee people are rushed to the nearest hospital when they
are critically ill and if they happeoi to go to a hospital that is not
covered by medicare why should they be out of luck, through no fault
of their own. It seems to me the Congress ought to recognize that fact.

Senator Aiww, I would certainly, support the proposal of the Sena
tor from Georgia, whose prop s are usually g I would even go
further and say if by iciden4they had to be rated in a hospitalnot
yet approved by medicare for one reason or another that he should be
taken care of to the fullest extent intended by the program.

Senator TALMAoL Thank you very much, Senator, for your helpful
suggestion.

Senator ADmiSO. Senator Curtip.
Senator Curit I will not take any timeBut I am delighted you

were hene and testified,
I notice on page 9-you say doctors are naturally reluctant to accept

the assignment of bill, so the poor person living on a limited retire-
mnt income has to pay thebills-first and then has to wait for medicare
to reinbursm him.,

I think you will be interested in knowing there is an option put in
the House bill already.

Senator AMx. Thereis,
Senator 0uws. The patient an submit an itemized statement ob

tied from t doctor and doesn't have to show that it is paid.
SeiatoriAimxm. think that has been-
$opmorQv". And that, I think,, froma practical standpoint will

beof considerable help to many people.
SeuatorA zpa. I think, that has been one of the.more numerous

complaints that we have had, and it is something that ought to We
settled by the doctors and the hospitals themselve& But if it CA 't

.$entOr C e. It is my =ude 4dir that the IIue bill will pVr-
xit thattobodsesmteo fat teWays x Mans Comnmit-.

t _avdOrneaveqgood job oxthipbO i
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Senator AiN. I am sure there was improve metbut I was un-
ware of the pj _po _i mt~e. House bll. I would say it is a good one.

r~~~~ Au~s Mr himnXwsuvidably absent when the
e pArmeav's ivitau~ testified.#~ am not asking they, come back, but
would like to ask unanimous consent to submit some quest

hem in writing for them to include i the materia that they have ben
asked to insert,,

Senator Aw)jwoN. Without objection that will be done.
Senator Cumes. Mr. Ball or Mr. Cohen.
Senator ANDEwsoN. Senator, submit the questions through the chair-

man4

Senator Cumu. Yes.
(Questions of Senators submitted through the chairman, to the

DepartmenL of Health, Education, and Welfare, appear in part 1,

Senator ANDERSON. Senator Morton.
Senator MowroN. No questions. I want to thank you.
Senator AN m zSoN. I want to say ws need more costs information on,

some of these deductibles The original medicare bill was not intro-
duced for a while because of the question of deductibles. It will still
take a long time to satisfactorily decide whether we should take all,
deductiblesoff.

Thank you very muchfor y v testimony. ,
eSiator Aixx€. I depiie lagely upon thle good 'ldment of the

Senator from New Mexwo. As I recall it, I voted against his first medi-
care bill oh tfi grounds atit w*%- , .. "

Senator A NDERo8. We don't h l that. int you,
Senator ApiiU continuingg). That. it din't acplish the purpose

Butafter he improved it I thought it was a 1good bil and vo for
it, although I knew it was not perfect legislation at the time.

Senator AmNzo o. We are very glad, Senator Aiken, that you are
herem "Thank you very much .

Senator A wm¢. Thank you.
Senator Awnwow. Mr. Harmon.
Senator Mozrrox. Mr. Chairman, I merely would hike their pleasure

of introducing Mr., Harmon, who is the commisminer of the Kenta y
Dop- nt f Child Welfare. He has an outstanding reputation in

my Stto,,and he hap done a tremendous job, in .this important feld.
We 4o hpveaunque prob.n in K antucky and i Illinois, and I amp
sure *. Harmon can explainn it to the committee in just ashort: ime.

We are very happy that the committee has msn fit to her him today.

3~3PA ~ 0XU OE=:v=~DWELFAR

,Mr, Chairn 1 41 ,in9 y. Pt tougf you, have my
testimony, e Clu- e orriu14 p ttme . itUiW It ieMy owo

f , N .

61hsupon the shiou d 0 1 .s. eat as dii Vietniam war

8.sa -f-$.S-2
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and so forth, but I Would like to submit, Mr. Chairman, that the mat-
ter before you today is perhaps of even greater significance, primarily
referring to the services to children since adequate services to children
relates to the very sinews of our county's destny, to our Nation's
most precious resource, if you will, which is children.

I am reminded, speaking of the subject of Vietnam and also, Mr.
Chairman, to acquaint you with my own personal background in
this work that some 25 years ago, I served 8 years in the wet jungles
of Guadacanal and New Guinea, and during that time determined
that if I did return to the States that I would pursue this work that
I am now in and obtaining a master's degree following my return to
the States I have been involved in this child welfare work ever since

I mention this, Mr. Chairman, to convey to the committee that I
am close to this problem and that I have served as an administrator
in this work in 40 States. So I do not present the narrow view neces-
sarily of any one particular State.

Mr. Chairman. the goals and objectives of child welfare services
have become the traditional standards of good child care in our coun-
try and even the entire world, whether these children are served in
their own homes, or a substitute home, or in an institution. The aim
has been to care for and to treat all children by these standards not
Just some children not just poor children, not just white children
not lust homeless children, but all children. These standards of child
care have become a sacred part of our country's heritage, a fundamen-
tal part of our very democracy, the thing we stand for, the reasons
that we are ready to defend our Nation's ghores. The Federal Govern-
ment is committed to this responsibility for its children.

And there is why Mr. Chairman I hasten with deep professional
conviction to request a revision of k.R. 12080. I do not desire to see
child welfare services submerged and dissolved by the huge eligibility
apparatus which is represented by the aid to families with dependent
children program.,

Mr. Chairman, m y own view, it is vital in order to preserve the
adequy and integrity of child welfare services that these services
not be encumbered by the overriding eligibility apparatus which is
currently required in public welfare departments. What has happened
around the country in the past three decades in most States is the sub-
merging of child welfare services to stepchild status in order to handle
the huge eligibility apparatus which, among other things of course,
gets into the intense and hostile arena of polities, huge 9tate fund-
Ing and hostile reactions by both the public and legislators in regard
to the relief funding of certain citizens.

By havin a separate child welfare department, the States of Ken-
tucky aid; Illinois took a great step ahead and I might hasten then
to add that many States hold these States in envy for their foresight
in this regard. r do not wish, Mr. Chairman, to underemphasize tis
latter point. And whereas these two States have demonstrated a new
way to approach this problem, it would seem to me that these two
States should -be enourag and supported rather than being stifled,
stifled in the sense of not being allowed to demonstrate new prog ms.

The provision of .R. 12080 requiring "the establishments of a
single organizational unit in such state or local agency" to deliver
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child welfare AFDO services, I submit is an unwarranted intrusion
on the right of States to develop organizational structures best fitted
A serve their own needs and to solve their own administrative prob.

Whereas I have mentioned, Mr. Chairman, the States of Illinois and
Kentucky, the State of Georgia has a close relationship to this same
administrative pattern, although slightly different..

The House committee has grounds for its dissatisfaction with the
results of crrent programs m HEW, but I submit that its solution
to the problem places emphasis on wrong weaknesses& The real prob-
lem has always been that servicesto chldren have been obscured in
AFPC programs by the overwhelming emphasis on eligibility ap-
paratus.

The solution to the problem is not to force child welfare and AFDO
together, but to separate services from eligibility determination.

There have been no problems in understanding this separation of
eligibility determination from services in the medical field. Physi-
cians are not bothered about eligibility. They render medical series.
In a like manner child welfare services are needed by children when
they are abused abandoned, neglected, or otherwise in trouble.
Whether the child's parents have any particular level of income should
not be relevant to protecting the beit interests of the child.

The Senate Finance Comnmittee recognized this principle of separa-
tion of services from eligibility determination in its report on H.It
6675 in tho first session of the 89th Congress when it said, and I quote:
"The committee believes the States should be given the opporturaty to
select the agency they wish to administer the program

Services to children are best given to agencies and employees, ex-
pert and strong in the delivery of such services.

In recent years Kentucky and Illinois and to some extent Georgia
have with a new administrative departure demonstrated the strength
and success of such independent programs. To reject this evidence
of success for the proven failure of a singly admifistrated program
is folly. At the least each State should have the opportunity to experi-
ment, to demonstrate and to learn the method best suited to solution of
its own unique problems.

We -desire the committee to revise the bill to allow the States to
Place the child welfare services in whatever department it elects.
Thank you Mr Chairman.

Senator kmnawsow. Senator Williams I
Senator WnAA"a. No questions.
Senator Aximasox. Senator Carlson
Senstor CARLSON. Mr. Chairmen, I. just wish to stie this: Ha

served as Goveror of a St*, I have always been intersted in Whl
dren's p' ad I want to oomnud the States of Kentuck ad
Sllinoi- for the pr9g ve steps they have taken. I, too,-have afieeg

that the Stas wch are closer to these problems than some of tie
Federal Government agcies should be given more authority, end I
shall certainlykeep th in mind when we write this legislation,

Mr. HsA o). Then you, Senator.
Seator O ,,/, Oheir " I .would; liketo stat that your

statement Is very.hek- hul., I feel th4tere should be sufficint latitude
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that a State could do what they thought was best. I would also take
this occasion to say that your State Is well represented on this corn.
mittee i Senator Morton, who is ver diligent in these things

I want to ask a question or two for clarification.Mr. HMzier. Yes so81r.Senator Cums. t you have in your State and what you pro.

poe is that the agency that administers to children, takes care of
them be not the agency that has to ped time determining whether
or not that child comes from a family that is eligible for aid to family
and dependent children.

Mr. H~uMox. That is correct, sir.
Senator Cuwnas. Now, do I take it then that what you do in Ken.

tucky is you proceed, insofar as your finances will permit, to meet the
whole need across the board and then after the fact you determine
which ones are eligible for the Federal aid to dependent children
paymentI

Mr. J{&x ox. To a certain extent, sir. The program-
Senator Owns. Or, yes, go ahead, excuse me.
Mr. HAaMoN. The agencies are divided so that our child welfare

department at the present does not handle AFDC problems unless we
refer the AFDO problems to the agency which does handle them.

We handle all the other types o problems.
Senator Cmu e. You mean your child welfare agency doesn't have

anything to do with administering aid to dependent c ildren?
Mr. -Amox. Not at the present, sir.
Senator Owns. I see
Mr. iMoN, We would prefer to keep it that way. However, if

this bill should pass as it is It would make that possible.
Senator Curtis. You serve some of the same children ?
Mr. HARMo. Yes, indeed, we do that. But one of the problems is

the funding apparatus because the child welfare program does not
receive the 45-2 matching funds and consequently many of the chil-
dren on AFDO are handled by the AFDC or public welfare agency.
We cannot afford to handle all of them by our own State supported
program.

Senator Cmur. I see.
In those cases where those that you are administering aid to are also

aid to dependent children, do you find any overlap in what you are
tryingto aoforthe same youngsters I
Mr. HAM60. Limitedly, since those children are usually handled

by the program handling AFDC. This is one of the serious ointo.
sir, because the child welfare services cannot afford to handle AFDC
problems, which have the same needs for help as problems of any child.
We contend that the child welfare services has the best program for
delivery services, but we are not funded by the Federal Government
In the same manner as AFDC so we cannot afford to extend our serv-
ices beyond capacity.

Senator Ctmrs. Please understand, I am not quarreling with your
position.

Mr.Hnmox. Yessir, IuderstandIt.
Senator Co a'mI Want to make it clear What do you do in the way

of services to children in Kentucky that are from families not covered
by aid to dependent children

Mr. H Io-N. Yes, sir.
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We provide services to children who re ab. downed, .abuse d n
,leed, dependet, homeless, delinquent, predelinquent, mentally-re-
ardAed, dturubd and so forth, and these are all children that are notwithin the AFDd category.

Senator Cumrm. How ii that program financed I
Mr. U~wo. Child welfare servloes are financed, sir, primarily by

le State government, but we receive an annual grant biase upon a
ormula f -m the U.S. Children's Bureau; It is not matchin.
Senator Cunw. About what does that run percentage.
Mr. Hiuox. Our total budget air, Is $6 million. We receive in

foundd figures $900,000 from the ederal Government oh an annualisisa
Senator Cmru. So you get about a seventh?
Mr. H-1IMON. About a seventh, sir. Of course, this is why, sir, we

were rooting if I may say, sir, for the Fogarty bill in the House be-
cause it would have put child welfare services on a matching basis,
cause we don't have the funds to take in all the services that the chil-

dren should hav
Senator Cums. I think Itis important to have the record show what

is the matching formula for AFDO.
Mr. -ARcOR. It is 76 Federal and 25 State for services.
Senator Cms. For services?
Mr. HAmox. Ye. sir.
Senator Cum. And for administrative costs?
Mr. Himnxo. It is 50-0 for administrative costs.
Senator Curs Thank you very much.
Mr. HAmox. Thank you.
Senator MoRoT. Mr. Harmon, to further clarify this problem that

we have, you liken it to the services of a physician.
Mr. HAmox. Yes, sir.
Senator MoiroN. He brings medical "rvices, and he doesnt-it is

not his problem toworry with the eligibility..
Now, you have--acording to your full statement which I ask be

made a part of the record-ou show, for example, that since the in-
ception of this pro om u Y e iveincreased your W graduate sO.ial
workers from 8 to 81, your Ri !dworkdrs positions from TO to 118, the
average da"v number of children in: foster care from 819 in 1960 to
1,000 in 1987, the adoptive placements from 810 In 1960 to 504 m 1967,
and your point Is that under th6 I!uI age of the bill as passe by the
Hous% the Department 6f'Cld Welffare. in the State of Kentedy
would have to go into that title of the bill which includes the AFDO

Senator Meoi . 4i d it would loe its identity I ,,:
Mr. HAUnox. That is true, Senator.
Senator Mowrox. 1 Is It not also t-ue that in that event you would

have more difficulty in remiting and returning scheduled p6monnel,
trained Dersonuol I

Mr. lsmcoi. I would honestly think so, sir, y, because I
heartbeat of graduate professional social work has been found in child
wearte etioe and the averagep oeblota petso is otng o
want to be Identfied with the eqIgb~tj apparatus.,hsi omr
than a physical wants t'obe .'
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Senator Moromx. As I understand it the turnover in your depar
meant has been running about 12 percent per annum as opposed to th
overall in the various welfare programs of over 30 percent per annur

Mr. I&wox. That is correct, sir.
Senator MoumOx. I think that your point is well taken, and I w'

discuss it with my colleague from Illinois a member of this committee
Senator Dirkeen, and we will attempt to draw up some correctly
language and submit it to the committee in the form of an amendmen
at the proper time.

Mr. HARMoN. Thank you, Senator.
Senator MorroN. Thank you, Mr. Chairman.
Senator ANDERoN. Thank you for your appearance.
Mr. HARmoN. Thank you, Mr. Chairman.
(The prepared statement of Mr. Harmon follows:)

STATzuMwiT or MAURIce A. HAsMON, CoMMiBIONiw, KENTUoKY DEPA~rMENT 0
OHUMD WZLanZ

Mr. Chairman and members of the committee, I am Maurice A. Harmon, Co
missioner of the Department of Child Welfare for the Commonwealth o
Kentucky.

he purpose of my appearance before the Senate Finance Committee is to ase
for revision of 1.P, 12080 In certain respects. My reasons for believing these
revisions are not only desirable but necessary lie deep in the rationale of gov.
eminent responsibility for its citizens and in particular its children. My con.
victions In this area are the result of professional experience extending over the
past 25 years in working with children and youth.

I believe all of us are interested in breaking the c cle of poverty which
appears to plague large segments of our society today. it is clear to me, as it
apparently Is to the House Ways and Means Committee, that the simple mone-
tary efforts of the categorical support programs of the Social Security Act hayr
failed to break those cycles of poverty for hundreds of thousands of families.
Consequently, the House Ways and Means Committee has suggested some rather
stern measures in their effort to make the Social Security Act more effective.

The place to break the cycle is in childhood, when the opportunity to redirect
the growth potential of any individual is at Its maximum. Child Welfare pro.
grams are designed not only to prevent problems from occurring, but also to pro-
tect children and to assure that they receive the maximum opportunity for
achievement of their growth potential together with the assumption of full
participation as a contributing member of adult society.

Child Welfare is essentially a program designed to prevent later problems such
as delinquency and dependency. These programs are a aimed to be effective 10 to 20
years ahead of the present time. Children need the assurance of good emotional
and physical care from Infancy. When children have a healthy, happy start in
life, they are able later to cope with the problems of adult life. Child Welfare
programs are designed to prevent or mitigate the kinds of trouble which are
plaguing our society, and particularly our cities, today. Adequate support for
Child Welfare programs for the past 20 years could well have prevented much
of the present unrest found In the youths and younger adults of today's slums.
Many of these young people, although covered during their lifetimes by the
Aid to Dependent Children program, did not receive Child Welfare services.

Proper and adequate service programs for children are the key to the future
development and stability of our society. I submit the best way to achieve such
programs is the strengthening of Child Welfare Service programs in the states.
The federal government has failed to provide sufficient strengthening during the
more than 80-year history of the Social Security Act. H.&. 12080 would prac-
tically dissolve these services if subsumed under the ANDO program.

State Child Welfare services include a wide range of work with children, their
families, and other agencies working with children. The Kentucky Department of
Child Welfare licenses and inspects all public and private agencies caring for
children, whether full-time residential or part-time day care services In addi-
tion, we provide adoption services, foster care, protective services to abused,
abandoned or neglected children, services to unmarried mothers, day care, home-
maker services, and programs to prevent juvenile delinquency. We also work
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with children who are disturbed or retarded. In our state, we are also the au-
thority for services for the Juvenile delinquent.,

ILP. 12080 ts totally unclear as to the continuation of the quality of these
several Child Welfare services for children who are not eligible for AFDO
funds. The bill states merely that Title V programs would be transferred to
Title IV, and I submit that this brief statement loses sight of the thousands
of children served by Child Welfare programs because the AFDO eligibility
apparatus will literally submerge the available services.

These services are available to a4 children who need them regardless of the
income of their parents. Of course, many of the abandoned and neglected chil-
dren come from families in lower socio-econonicl levels, but child abuse and other
problems take place at all eoonomiole vewl. We believe these services should be
available to oil MiMdrem, Collecting from their parents should be a function of
another agency, the one which Is concerned with eligibility determination which
could work with law enforcement agencies and others to see that legal respon-
sibilities are met. In this manner, a child would not suffer neglect while long,
drawn-out procedures were argued about parental responsibility. If it Is deter-
mained that a parent should pay for support or service, he could be sued and
prosecuted, but meanwhile the child would be receiving proper attention. Re-
gardless of our desires to punish or coerce the parent, we need still to be con-
cerned about the needs of the dependent child.

One need only to refer to the press coverage of HR. 12060 to be aware of the
current criticism of this bill. These criticisms are aimed primarily at what are
called by some "coercive" or "punitive" aspects of the legislation. Such critics
may well be correct in their observations, but I wish to aim my criticisms today
in a direction which has yet to be carried in any of the multitude of prom re-
leases. This lack Is due primarily, I believe, to the fact that one must have the
expertise and the deep concern of child welfare administration to be aware of
these flaws. In short, while many seem to be concerned about the extent and
restrictions of payments to families of dependent children, It appears that little
attention is paid as to how this new legislation will be administered. This is
perhaps similar to the old arguments about standard versus daylight time.
But n the meantime, someone has to think about setting the clock.

I contend that among other things, professional Child Welfare services as
we have known them these past 80 years will be eliminated by this legislation.
In their place will be substituted a giant eligibility apparatus, founded un-
fortunately, on actuarial principles of bureaucracy and planned to be operated
by the computer instead of professionally trained human beings. The Burke
Bill, H.R. 1977, would have strengthened Child Welfare Services throughout
the country and given new blood and new life to the entire program by giving
matching funds for services to all children, not Just the economically deprived.Most regretfully, the Burke Bill was swallowed up and dissolved by IM 12060.

in Kentucky we have had a separate Department of Child Welfare since 1960.
We are unique in that we have charge of all social service programs except
AI)O, Including abandoned, abueed, dependent, neglected, and delinquent chi-
dren. Of course, we are also charged with the prevention of these conditions.
We have made great progress in the seven years our Child Welfare services
have operated as an Independent state department.

We have been able to show the Legislature and other government officials the
true needs of children in the state. Other services have grown in both quality
and quantity as the following table shows. Granted that we had, and still have,
a long way to go In provision of services to children still the citizens of Ken-
tucky are proud of our progress. We attribute much ak this progress to our inde-
pendent status, independent In the sense that we are not under the same giant
umbrella that contains all the usual categorical welfare programs,
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We hays more than doubled our "staff and almost tripled two of our k,
services to children. We have also greatly increased the quality of the staff -
the addition of trained social workers. In comparison to the previous five ye&
before eatablsiduent of the Independent department, services to children mo:
than doubled each year.

I am making these points about our progress because we believe that sui
progress Wa only possible because we were not 'lost" under the weight of
categorical support programs, Including AFDO, with Its prime emphasis
elgibility determination. State Welfare Administrators must put their emphas
on large monetary programs. They are seeking the greatest value for the sta'
dollar and tend naturally to support programs which bring the largest amoun
of federal funds Into the state. Services consequently are subordinated to moni
tary support and eligibility determination programs. Moreover, because of thee
Impacts of broad monetary coverage, political considerations naturally plAy
heavy role in such programs. Ohild Welfare services should not be a part
these involvements.

Even after the 19M Social Security Amendments, which placed a premlut
on staff services to children by offering open-end matching funds of 75 percent
federal to 26 percent state costs for services, AFDO programs slll emphasiz,
elfgfbfwV detenmsfaton rather than service to children. I have neither the de
sire nor the Intention to draw Invidious comparisons, but the simple fact is, a
the Wae a* Meaw Ommttes ponted out, the ea increase of federal fund
for these prognma ha# failed to produce reeulte. UnfortunatelY, 66 spite of tM
fatntn O of the ielat o un der oonsderation, eertk oll not be improved
and it f the wtroe-aud ouV the eme o-whfoh repre se#s the hope of In

The'e is a fundamental difference In philoeophy between Child Welfare Serv.
low and Public Asslstanoe which goes back to the very roots of the Children'
Bureau In Its founding in 1912. Ohild Welfare renders services to children.
Public Assistance renders money payments. This difference Is reflected amon
others In the ability of our child welfare programs to attract and hold trained
and qualifed social workers. Turnover of social work staff In our Department
during the past Ave years has averaged 12-18 percent per year. This average
turnover compares most favorably with the latest national child welfare turn-
over rate of 80 percent in 1966. I am making this point because morale Is vital
In service programs Service workers have to be knowledgeable, concerned peo-
ple, not simply checkers of lists of compllanme.

All these reasons make clear to us that services to children and their families
should not be given by the agency certifying eligibility. Just as in medical pro-
grams where the services are rendered by physicians and other medical person-
nel, and eligibility for government assistance Is certified by a public assistance
agency, we believe child welfare services should be given by a separate agency
unconnected with eligibility determination. The Senate finance Committee rec-
ognised the need for separation of medical services from eligibility determine.
tion In 1965 when It amended ILRL 66T to provide an option to the states to
allow them to determine which agency of government would render medical
service under the Social Security Act. If this Committee shares the + Ways and
Means Committee's dismay at the failure of the recent enlargements of service
components of the Social Security Act, It may well wish to encourage state
demonstration of separate service programs rather than force a merger Of child
welfare and AFDO program as required in the present bill. The federal govern.
meant should be applauding such demonstration as found in the states of Kentucky
aid Illinois. Instead, by Its poorly founded goals of bureaucracy, It Is apparent
that it desires to suls new approaches to a chronic problem.

Interestingly enough, the recent administrative reorganisatlon of the welfare
services in HEW announced by Secretary Gardner August 16 supports our view
that services to children and their families thbuld be separated from eligibility
determination and support payments. Under the reorganization, the Children's
Bureau will have under Its Jurisdiction, among others, child welfare services and
services to APDO families, while the assistance payments administration will
have Jurisdiction of ... "te administration of money payment aspects of public
assistance prorams. ., If the federal administration recognizes this division
of labor, why In the world should not the states have the prerogative of deciding
which unit of government should best deliver the two types of services to its
eltisensI Is this a question of, "Do as I say, notas I do"?
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It is the merged programs under a single administration which are cnUnulng.

to fal under the overwhelming dominance of eligibillty-deteritnation programs.
I should think the Congress would deaire newer methods, would emplhasize newerapproaches, rather, than place emphasis on the old programs with their dismalrecords of cycles of generations on welfare rolls, Although our national govern-ment may have appeared generous to persons In adversity, our system of band-outs has made the service component a step-child. Our organization of social
services must be revolutionized.

Two states, Illinois and Kentucky, are trying new methods of delivery ofservices to children. They should be enoouraged (t thcse efforts rather thanpenallzed. The people of these two states anticipated the Congress in their dis-
satisfaction with services to children playing second fiddle to money relief. Itwas apparent in Kentucky and Illinois that children's programs were second-rate and were not delivering desired results. In both states, great progretm has
been made under Independent departments. They are pointing the way to betterservices for children which are aimed at the very results desired by the Con-gress. Yet the present bill would force the closing down of these two state agen-
cles under penalty of withdrawal of federal matching payments.

I recommend that the Finance Committee amend H.R. 12060 to provide thatste ma appoint the responsible agency to administer the services to chil-
dren and Jeir families contemplated in the Act.

I would like to discuss one other point- because it influences theways in whichfederally supported programs are operated In the states. There Is a great frag-mentation of services when they are delivered at the community level because
of the separate funding authorities In Waalhingtoi. For Instance, at the present
time numerous agencies Are giving social servtce6 to children In Kentucky com.munlties-as well as In other states. Our own agency, the A)'D program, theOfkic of economic Opportuniy, Mental Health programs, Mental Retardationprograms Juvenile Delinquency programs, and local Boards of Educatln: underTitle I oi the Fducation Act all give social services to children and their fam-iliet. This frAgmentatl6d fiequently leads to duplication and overlapping ofservices and causes confusion In the minds of recipients and the general public.
3Mueh of this fragmuentation culd be avoided If states and local agencies couldutilize, the various speciall.ged programs under contract from the responsible
agency. federal re"ations usually prohibit iuch'devices or, discourage them
by adminstratIve advice and rulings. With the exception'of the Office of Eco-n omic Opportuntty, all of these programs to which I referred above are in theDepartment of Health, Fducation, and Welfare Even In a single federal depart.-
meat, dopllcation and overlapping are fostered in state programs throUgh thisfragnientAtlon of services. Considering the diflicultles that Child Welfare pro-gratus througout" tue country have had Ovek the years 1n securing adequate
funding for n eede service p programs, It seems that better planning and coordina-tion withn Hl ,A would hell i clarifying and simplifying the delivery of ade-
quate services to children.

Senator ADxERso. Doctor RouSe.
Will you introduce the, staff with you, please?

STATEMENT OF DR. MILFORD 0. ROUI PR]1DENT, AMERT-
CAN MEDICAL ASSOCIATION, ACCO PA N Y I ' ]L SAMU R.
SHERMAN, CHAIMAN OP THE AMA'S COUNOML ON imLom41V
ACuTVITIES; XTAOx AsH , AYES, iRxTROPTHE DEPART.

OFDRUGS; 4 WARD P HARRISON, DIRECTOR OF
THM LEGI"LTIV DEPARTMENT
Dr. Rousa'. Ch~irmn a d. members of the committee, I am- Dr'Milor, 0. .Roui, adoce.ro ediome and. wlththe current lionor

and reponsibility of serving as president of the American Medical
AwsooatinI .have with me to'arfwer any, questions you niay hateDr, Samel A, raia of San Francisco, chairman of the AMA's,
Council on Legislative Aotivitiea; r, "rThomas H Ha6 di of,



SOWIL SIcUmr AMUNM-NTS 01 go?7

our department Of drugs, Mr. Bernard P. Harrison, director of th
gislative department. We apreciate this opportunity of presentin

the Views of the medical profession with respect to H.R. 12080 and re-
sulted bills that are now before you.
H.R. 12080 is the result, of course of the deliberations of the House

Ways and Means Committee following public hearings on H.R. 5710
in which hearings we participated on April 4 of this year. The AMA
was privileged to present its views on H.R. 6710 on April 4 of this
year. I am particularly pleased to note that a number of recommen-
dations offered by the association were incorporated into the bill
which is now before this committee. While these improvements do not
include all of the recommendations we have made, they do, however,
offer promise that the law will become administratively moro workable.
Before commenting on the Social Security Amendments of 1967, I

would like to pont out that we who have leadership responsibilities in
the AMA have every reason to be proud of the way the physicians of
this Nation have lived with the medicare law, in spite of their lack of
enthusiasm for it and their belief that it should never have been
passed.
I say this because there are those who have tried to give the impres-

Sion that the doctors of the United States are not workin with medi-
care I want to make it clear to this committee and to the Nation that
no such lack of cooperation exists. .

Turning now to H.R. 12080, I would like to discuss certain of its
provisions.
Begnn:gwith the provisions of title XVIII, the bill does not place

the W o all ages under medicare as had been proposed earlier.
We think the House acted wisely in establishing inst&d a special ad-
visory council to study the prolems related to the inclusion of this
group and to study the costs involved.

The AMA supports this action of the House. We do not question the
need of some currently disabled persons for financial assistance to meet
health care costs, but we do believe, however, that title XIX should be
utilized for that purpose.

Title XVIII was enacted to provide assistance to one particular
group of persons in the financing of their health care. Other special
groups , such as children, the disabled, the blind and persons under
age 65 who otherwise qualified for assistance, were not included. For
them, title XIX was provided.

The inclusion of the disabled under medicare would change the di-
rection of the program from one for older persons to one aimed at a
variety of categories.

Before adopting section '140, we recommend that subsection (e) be
amended to include after the period on line 23, page 67, the following
additional sentence: "The council shall take into consideration the
availability of assistance under title XIX of the Social Security Act."
Further we'suggest that section '140 provide that included in the
council be representatives of health insurance and the medical pro-
fesion.

In addition to the present method of payment for physioln's serv-
ices, the bill provides two new options: either the physician can submit'
his itemized-bill directly to the ca rrier, in which case payment of 80
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recent of the reasonable charge would be made to him, providing the
ull charge does not exceed the reasonable charge, or to the patient at

the physician's direction; or the patient may submit the itemized bill
and be paid 80 percent of the reasonable charge.

From the program's Inception, the AMA has urged that payment be
permitted on the basis of an itemized statement of charges. While
strongly continuing to support the provision for this payment method,
we would suggest, one further improvement in the language of the bill
before you; t ie deletion from sect ion 125 of the words beginning on line
21, pftge 47, "payment Is not made" and ending with the words on line
5, page 48, "receiving the service) and, ". This is in the interest of clear-
igup some redundancy and clarifying it.

Outpatient hospital diagnostic services would be transferred to part
B of title XVIII and be subject to the deductible and coinsurance fea-
tures. This is in keeping with our reconunendation to the House Ways
and Means Committee that. outpatient services be included under part
B, and so remove the administrative difficulty of distinguishing be-
tween the therapeutic and diagnostic services.

Section, 120 eliminates both the re%lirement for initial physician
certification for hospitalization of medicare patients and the require-
ment for physician certification for outpatient hospital services. The
AMA recommended the elimination of initial certification and the
subsequent recertification. We continue to recommend the addition of
this second step to eliminate the requirement of any certification, since
any need in this regard will be satisfied by the Work of the medical re-
view or utilization review committees.

The bill permits payment for the purchase of durable medical equip-
nient, where the purchase would be more economical In addition to
the present provision for rental. The AMA supported thi provision
in H.R. 5710, the predecessor to the bill before you, and we continue
to support it.

Under the bill; the Health Insurance Benefits Advisory Council
established by the present law assumes the duties of the National
Medical Review Committee and is increased from 16 to 19 members.
We originally supported an increase in the membership of the National
AfedicaT Review Commitlee. We can similarly stipport this ,change,
provided that HiIBAC, which *111 a6suime the functions of the Na-
tional Medical Review Committee, meets the majorty composition
requirements of existing law for that Committee. Cor in estab-
lishing a National Medical Review Committee under Publie Law 89-
97 required that."at' least a mtljority of the members shall be physi-
cians." We urge that a:similar provision be included in Section 162.

In section 131, the bill authorizes Payment under part B of all
"reasnable charges," withotit a deductible or coinsurance, for radio-
logical or pathoFogical services furnished by physicians to hospital
inpatients. We support and have always advoca the inclusion of
the services of these specialists under the part B program. While, we
do not favor the removal of deductibles or coinsurance from the part
B program, we are aware of the need for adjustment in this specflc
area because of the problems encountered in the early administration
of the program,. , to o n'.icta stud

In section 141, the _Sereit' 00 EW is to, condea studof the
need for including under part B the services of &ddiona1 iiconsx
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practitioner While we do not oppose the making of a study at th"
would make the following observations:

e are concerned lest there be asserted au unwarranted and unproved need for expansion of the program. We are concerned le
the door be opned to permitt, under me guise of necessary health car
services which ma do injury to the health of the very people who neec
competent medical Mare

T services of optometry and podiatry, both of which had beer
considered for inclusion in this category are useful within the 'limita.
tins of their competence. But we would recommend against their in-
clusion and urge that the medicare program not be expanded in thu
area.

We are much more deeply concerned about a proposed inclusion o:
chiropractic.

It s the position of the medical profession that chiropractic is an
unscientific cult whose practitioners lack the necessarg training ani
background to disagnose and treat human disease. Chiropractic con-
stitutes a hazard to rational health care in the United States because
of the substandard and unscientific education of its practitioners anc
their rigid adherence to an irrational, unscientific approach to diseas-
causation.

No chiropractic school is accredited by any recognized educationa
aecrediting agency in the United State& The doctor of chiropractic
degree is isted as "spurious" by the U.S. Office of Education in its
publication, "Acaderic Degrees." Chiropractors cannot practice in
any hospital accredited by the Joint Commission on Accreitation of
Hospital . Chiropractors are not allowed to prescribe drugs or per-
form surgery in any State. Chiropractic groups publicly have opposed
school immunization programs and community fluoridation pro.
gram , both of which are endorsed by the U.S. Public Health Service.

Patients should entrust their health only to those who have a broad
scientific knowledge of diseases and ailments of all kinds and who are
capable of diagnosing and treating them with all the resources of
modern medicine. The delay of proper medical care caused byi chiro-
practors and their opposition to the many scientific advances in mod-
em medicine, such as lifesaving vaccines, often ends with tragic
result&

We urge the committee to reject any suggestion for the inclusion of
chiropractic. For the same reasons we also suggest that you remove
from tile XlX any authorization for provision of chiropractic undor
that program.

As provided in section 138, we favor the partial removal of restric-
tions and recommend a greater and more equitable liberalization by
the complete deletion of section 181!,(0), thereby making equal bene-
fits available to all eligble elderly persons, without regard to the
physical or mental condition for which they are receiving treatment.

Section 137 would increase the number of hospital days covered by
part A from 90 to 120 days, with the requirement that after 90 days the
patient's coinsurance would be increased to one-half of the inpatient
hospital deductible.

.would suggest that the committee give careful consideration to
this provision and Its probable-effect on thecost of the program, and
the cost to the patient,.

7AA
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The Iil .w4u d include yinder part B, these services furnished to an

individil in a placelof resideitce used a6 his home: physical therapy
furnished under the 8up 1i Pof -a h 4tal i nd dignet Xrays

v l~iaqtdr the o~p rvis~ ~yiin
hlA Asupports-both of tes propols. ,

• Turn now to title .. X provisions of ILR.,12080, the bi I pro-
rides thiWFoderal mtchig*f, unds o "id be ava liable if the income
level of a family does not exed either (%) an amount one and a third
times the highest amount payable under the AFD program for a
family the same size or (2) an amount one-third -higher than theState per capita income for a family With four members, and com-
parable amounts for families of different sizes.

The AUA has long supported the title XIX 'concept both because
it is State-administeied and because it provides assistance only to
those with demonstrated 'need. The association has continually sup-

orted limiting ligibility for title XIX benefits to persons who need
fial assistance in meeting health care costs.
We understand tho Federal Government's concern about its lrtici-pation in the finaneng of State assistance p'ams under title

which permits the $tates to include famii offinancial substance be-yond the intentions oftie Congress i enacting the law. On theother
hand, we are concerned that usmg -the highest amount payable in
AFDOiprograms as the income ceiling for title XIX may serve to pro-
hibit the assistance promised by this program to some who are in fact
in actual need.

AFDC, in meany Stat pays benefits significantly below actual need
Srecipients. In 1965 the maxinum amount payable, under AFDC

in eight States, was less than half the amount required for funda-
mental needs, in those States, and in 18 States was less than 70'percent
of need. As we understand the appliction of the proposed formula,
in a number of States the use of A C_ as a standard would exclude
from title XIX benefits some individuals receiving cash assistance
in other federally aided programs, unless the State would underwrite
the full expense,.

It seems to-us thatto chnge the title.XIX pro , so that in some
cases, persons who are finanoaly ,destlatut to the degree that they
must receive monthly cash assitakp, wil be in igble for any medi-
cal a stance under title XIXwill subtantially 6h,"e the charac-
ter I the p.roram. Wile it may, be possible under this section that
sta.M1 nght inere ther AFDC payments i'order to avert such in-
oligibility for the other niedy, such a result could be viewed as being
incompatible with-the expreswd overall concern about the growing ex-
pansion of the AFDC p ror .I

We recommend, therefore, that any income limit placed on eligibility
for title XIX boeeflt should not be so rigid as to exclude those who
are cleatily unable to pay for needed health care especially those whose
need is such that- the are already receiving cash assistance under titles,
1, IV, X, XIV, -or

Section,222 continues until 1970 the present provision to allowStates to buy into part 13 for its ca asistance recipents. It also
allows Statei to buy in for medicaid persons not receiving cash as.
distance, but for whom tbere'would be no Federal matching. It pro-
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hibits Federal matching to States for services which could have b
covered under part-B but were not.

The AMA supports the Opportunity of "buying in," but we belt
there should not be impose any penalty where the State does 'n
choose to do so.

Under the bill, States would not have to, include in medicaid
persons under 65 the same benefits afforded those 65 and over frx
whom benefits under part B are purchased.

TheAMA stipports this provision.
The bill provides 75 percent Federal matching instead of 50'p

cent, for physicians and other professional medical personnel of S-a
health agencies in the administration of health responsibilities undi
the medicaid program, where the "single State agncy" is not the hea"
department. We agree with this change adopted by the House.

As recommended by the American Medical Association, the b'
establishes an advisory council on medical assistance to advise t'
Secretary of HEW on matters relating to administration of the medii
aid program. However, since title XIX is a medical assistance pr
grain, we strongly recommend that the majority of the 21 coune
members be representatives of the fields of health care.

Also as urge by the AMA, section 227 of the bill provides for fre
choice o ysicians and medical facilities by medicaid recipient.
We strongly urge the adoption of this provision, However, we see n
justification for deferring the effective date of this provision wit
respect to Puerto Rico, Guam, and the Virgin Islands.

Section 230 provides that at the option of the States direct payment
is authorized to medicaid recipients who are not also cash assistance
reciients.

e AMA urges the requirement that all State title XIX plan
contain an option for direct a ynent to beneficiaries on the basis of a
itemized bill, similar to title XVIII. -

The AMA supports the new provision involving basic services to b
provided. Present law requires States to include five basic service
by July 1, 1967. The new provision would be less restrictive, allowin
the States to have in their law either any seven of 14 named benefits
or the five types of benefits now required.

We generally support the provisions of title III of this bill which'
relate to maternal, infant, and child health prgrams. We would adc
that we believethe provision limiting assistance to persons who ar
from low-income families, or who would not otherwise receive such
assistance, will enable the better utilization of Govrnment funds t
render more adequate care to those who need it.

As I have said, a number of the suggestions made by the Americnir
Medical Association have been incorporated in the bill before this
committee. For the most part, we believe that. further substantive
changes to improve the administration of the program can await the
knowledge that I or 2 years of additional experience will'bring. How-
ever, we would like to mention one additional thought: We believe
that at an appropriate time consideration should be given to restruc-
turing the program, particularly part B. Unfortunately part B did
not receive the amount of either public or congreasional debate war-
ranted by the nature and scope of the proposal. This Congress is now

ME&
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confronted with many problems inherent in the vast undertaking of
the Federal Government in becoming directly involved in the total
health care of, almost 20 million persons.

We believe it ispossible for the C0ngress, the medical profession and
others interested in the subject to develop a new mechanism for deliv-
ering medical care to people over 65 that would be consistent with exist-
ing private sector mechanisms.

I am sure the committee is aware of problems which still exist with
the p resent operation" of part B. .

Carriers hiave encountered many administrative problems.
Physic~ans find that Government has involved itlf in medicine

through such regulation as rules on reasonable charges, statistical data
requirements and definitions of physicians' services.
The elderly patient is sometimes dissatisfied because he finds he is

getting less than he expected or experiences delays in being reim-
bursed; And often doesn't really understand the Government-physi-
cian-carrier combination that is trying to take care of him.

The Government finds it necessary to fault the carriers or the physi-
cians, or both, for the delays and confusion, and seeks to place respon-
ibility on them for the incieasing costs.

Finally, the Congress realizes it has an open-end program with ris-
ing and perhaps uncontrollable costs.

We believe that it is possible, and would be eminently practical, to
devise another approach that could solve problems which beset.. part B.
One possibility. for examp e 'might be t0 substitute fr the part B
program a subsidy to all eligible persons, to be used for the purchase
of private health insurance. Such an approach could have many

The 61lkle ovr-f5 patient would have a qualified private insur-
ance pro M, of his choice, at io greter expense than he has under
the part B medicare program; carriers would have a greater respon-
sibility for their own performance with an opportunity to exercise
initiative; the physician would continue to de l with his over-65 pa-
tient in every .sp- in the same way gs he did before'the patient'sbirthday; 'and the Congress would have a program with defindcosts,
and one which would,offer thq Nation a comparison of mechanisms
in use to meet the problems of financing healthcare of fhe elderly.Wei Wo !d be glad to'iSit d wn with this committee" and with inter-
est'dpa rtie-s'fo " y sour6, to" ha'm e'r out a workable Spproah to
solving the manjy,complex problems m today's part B' program.

The next topic I should like to discuss briefly is physician coverage
under social security.Wq'believe that physicians, having been brought under social secu-
rity, should be accorded the same privilege and opportunity for reach-inga fully insured status as was accorded other professional groups
when they were included in the program.

Accordingly, we Urge this committee to consider te adoption for
physicians of an "alternative insured status" similar to that permitted
by tha amendments of 1954 and 1956'which brought ino the program
many new groups of peple and p'o&ssional self-employed persons,
including lawyers. Further, we urge this committee o coZiier amend-
ments that would "&drop Out' an appropriate number of year for
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physicians to make their eligibility for cash benefits both equitable
and realistic.

As a final portion of this statement, I would like to address myself
briefly to legislative proposals relating to methods to establish quality
and cost control standards for dru gs included as a benefit in Federal
health care programs and the overall question of generic versus brand
name descriptionn.

In November 1966, the AMA house of delegates adopted a policy
statement that physicians should be free to prescribe drugs generically
or by brand name for all of their patients, whether they are private,
medicare, or indigent patients, the primary consideration, also being
the best interests of the patient.

The house of delegates went on to say:
Medical considerations must be paramount in the selection of drugs. In addi-

tion, the physician also has an obligation to be mindful to the economic con-
sequences of the treatment he prescribes.

Our concern for the cost of drugs to the patient was further
elaborated:

The issue of cost is not simply a matter of prescribing drugs generically as op-
posed to brand name prewribing. Often there will be substantial variation In
the cost of the same drug marketed uider different brand names by a number of
reputable manufacturers. However, generic prescribing alone will not assure
that the least costly brand will be dispensed or that the savings will be passed
on to the Iatient Nor will generic prescribing alone assure the physician that
his patient is receiving the produce of a manufacturer In whom he has confident-.

If the physician prescribes by brand name, he designates the source of supply.
If the physician prescribes generally without naming a manufacturer, the
pharaniacists or some other third larty chooses the source of supply.

Just this last June, the AMA house of delegates again reviewed the
question of generic versus brand-name prescribing, the physicians
freedom to prescribe, and the cost of drugs to patients, and made this
statement:

The AMA again reaffirms its policy that physicians should be free to use
either the generic or brand names in prescribing drugs for their patients; and
encourage physicians to supplement medical judgment with cost considerations
in making this choice.

Drug therapy is one area in which the art of medicine is practiced
to its fullest extent. In order to cope with the subtle differences that are
to be expected among various patients in response to drug therapy
the physician must be allowed the greatest freedom in prescribulg an
his drug armamentarium should be as flexible as possible.

We want our patients to receive high-quality drugs at the lowest
possible cost. But we believe that competition between manufacturers
and between distributors is more desirable-and probably more effec-
tive-than Government intervention and regulation to achieve this
result.

We must oppose the drug legislation offered before this committee
as amendments to H.R. 12080. We would suggest that rather than to
enact such legislation it would be worthwhile at this time to study in
depth, all the economic and therapeutic factors which enter into the
use of prescription drugs.

That, Mr. Chairman and members of the committee, completes the
statement of the American Medical Association. Because of the under-
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standable time limitations, our review of the sections of H.R. 12080
which are of particular concern to medicine has been brief. We hope,
however, that our brevity will not tend to diminish in the minds of
this committee the importance we attribute to those provisions.

I would like to assure the members of this committee that we recog-
nize the difficulty and importance of the job that lies before you in
formulating legislation in these vital areas of health care and general
welfare. We commend your colleagues on the House Ways and Means
Committee and its chairman, the H-onorable Wilbur Mills, for the work
they have done prior to passing this bill to you.

We are interested in certain provisions of the House bill on Which
we did not testify, feeling that our views on medicare and medicaid
were enough with which to consume your time on this occasion. But
the medical rofession's long-standing participation in programs in-
volving employment training and retraining, and the rehabilitation
of persons formerly disabled, give us a particular interest in the pro-
visions of the bill that would restore the heads of unfortunate: families
to employment and to prideful self-reliance and ultimately reduce the
Federal Government's financial Involvement in'certain welfare pro-grams. Gainful employment increases the self-esteem of individuals
and contributes to their mental and physical well-being.

With my sincere best wishes for the success of your crucial delibera-
tions, I thank the committee for its courtesy in allowing us to appear
today on behalf of the American Medical Association and its physician
members throughout the United States.

Thank you.
Senator AwDasON. Thank you, doctor.
To avoid charges that medicare Is inflating physician's fees, what

would be wrong with paying doctor's bills on the basis of the benefits
paid under the most widely held Blue Shield contract in each plan
area?

Dr. RousE. May I ask you to restate the question, Mr.Chairnian i'
Senator Awnnso. To avoid charges that medicare is inflating

physicians' fees, what would be wrong with paying doctor bills on
the basis of the benefits paid under the most widely ]eld Tlue Shield
contract in each plani area I

Dr. RousE. Dr. Sherman, would you care to answer that, please I
Dr. ShURMAN. Mr. Chairman, I think you are alluding to the state-

ment of Senator Aiken's testimony regarding the change in the reim-
bursement formula for physicians.

Senator ANDFEaSON. Not necessarily just that. I am referring to
Blue Shield benefits--not just any fee schedules.

Dr.: SH mw ,k. But it was mentioned earlier, I reacted when Sena-
tor Aiken made this statement. I think that the intent of the original
legislation to reimburse physicians on he basis of usual andcustomary
fees has been one of the good things in the program and has inmurd
more .widespread physician participation -for all medicare, patients.

I am not aware of widespread abuses or exceedingly high costs of
the program using this modality,

Until it has been proven to out" satisfaction that this method is not
workable, or is causing a hardship to the physical aspects -of the pro-
gram, I would sincerely urge that it be maintained as .ne of the

W8-81 0-?---pt. 2-4
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4ructures of the progrw. I do not feel that a standardized fee sched-
ule, or even some of the Blue Shield concepts that exist as service
contracts in some of the country, would work well with this program.

Senator ANDpsRoN. iThis is ,ust what Blue Shield is paying; not
standardized charges, Blue Shield allowances.

Isn't Blue Shiel~ the"Doctors' Plan"?
Dr. Swum N.. Yes, Blue Shield is the Doctors' Plan, and in many

instances in many parts of. te country, Blue Shield has been paying
what we consider service-type fees. , - ; .

Now, this concept is gradually changing throughout the entire
country. Most Blue Shiefd plans, to my knowledge, are changing to
the same concept that is involved in medicare-mn other words the
usual and customary fee concept cdi

Senator Acmlsoi.Many doctors hate oPedi
care claims form.- Is it not true that the A A helped develop that
form I

.Dr. SH UMAN. The k along with other people, helped develop
the forim.,There are Sopne complaints about the form. But there is
widespread acceptance of this forr .among physicians of the country.

s.natorAwFsox, SenatorWilliams.
Senator Wniaxs. No questions.,
Senator ANDRFSON. Senator -Harris I
Senator HARRIS. I don't have any questions, Mr. Chairman; thank

you.,
Senator CuRwmS. One question.
When Secretary Gard'ner testified last week, he recommended that

depreciation funds paid to hospitals be restricted to the use for capital
items which meet the requirements of a State plan for health facility
plI .I realize, thatrelates primarily to the hospitals. What [would ,like to know. does AMA vis to comment on this suggestion I

Dr. Roulir. I believe we do, and Dr. Sherman has a comment which
I believe is appropriate.
D .S . Senator, the Ameri n Medical Association madenocomment on this as far as the testimony on 12080 but when we testifiedr gardiniH.R. 710 Iwe hadmuch to say oil tMs, For the record, I

should lie to repea the testimony which we presented before the
House Ways and M ans Committee in opposing this particular section.
Mly insert this in therecord? I I. ,:..

ator A zmnEs. Wel how lengtliy is it?

Senator Amwsox. How lengthy is it?
Dr. SMMEMAN'. rt is very, very short. I can.brief it-by just stating

to you that Nye oppose the 4oncnpt of requiringcompulsorysplanning
one of the coidtions of renvbu semeut for, hospitals in ther:cost

formula. We think that this would set a very dangerous- pre dent.We urged, at tha ta es itnot be adopted by., the cOmmittee. We felt
that ftis cozpuI8ory pI[mi would 4eprie' providers of services--
hospitalsA-of certain necessary funds either for replacement of equip-
ment, or fr facilities, or the acquisition of new equipment or facilities.
We feel the Federal Government under medicare has played a princi-pal role of a finapcieir of the costs of the services. While the program,
contained many, regulatory controls, it did not contain any regulatory



SOCIAL' SECURITY AMNDMNTS OF 1967 761

controls as to what the provider did with the money paid to him by
the Government. We also feel that such a requirement would establish
a dangerous precedent.

Senator ADERSON.- That is all.
Senator CARLSON. Mr. Chairman, I regret I was called out because

of a previous commitment for a few minutes. I heard part of your
statement, Dr. Rouse, and I shall read the rest of it. As I understand
it, you approve, generally, the provisions of the House bill I

Dr. Rous., Yes. Many of these were recommendations that we made
during the hearing on the bill in April.

Senator CAuuso,. Thank you very much.-,
Senator ANDzEsoN. On the question of planning, I think there might

be some new. approaches develOPjd which right be useful in con-
trolling costs. I went to a sanitarium in 1917, a TB sanitarium. That
was aH there was in Albuquerque, one small ward of one surgical
group. All the rest of the patients were TB patients. There havebeen
a lot of things which have been done since that time. Would you rec-
ommend that. they rebuild the same sanitarium in the same wayI

Dr. RousE. I am thankful to say there have been marked improve-
ments, as you say, and we are working for optimum standards of
highest quality medical care. That is one of our goals. We will con-
tinue to work with all interested parties in trying to provide not only
the best care, but proper facilities.

Senator ANDFRsoN. Thank you very much.
Dr. RousE. I shall leave with your secretary a little statement on

health care costs, not for the record but available if you need it. It
summarizes our feeling of res onsibility to let the patient get the
most out of his health-care dollars. We are interested not 6nly in the
scientific part, but in our patients as individuals. We are concerned
that they receive the most for their health-care dollars. I shall leave
this with your secretary.

Thank you.
(Data referred to above follows:)

AMEIUOAN MEDICoAL ASSOCIATION

HEALTH OARE COSTS'1

Health care is now the nation's third largest Industry, after construction and
agriculture. It Is destined to become the nation's number 1 Industry within the
next decade. Expenditures for health care, public and private, have risen
dramatically In recent years, and there Is every indication that these expendi-
tures will continue to rise at an accelerated rate. If inflationary forces continue
their Impact on the nation's economy, It can be expected that the rate of ex-
penditure for health care will exhibit the same Inflationary expansion as will
other industries. Many of the same factors which are Increasing the demand for
health care services are causing this sharp Increase In health care expenditures,
such as Increasing affluence, -expanding population, new legislation, Increasing
con3umer sophistication, and technological advances.

In the light of these expansionist pressures, It Is necessary that the profession
be conscious of its role In the control of costs which accompany increasing ex-
penditures and demands, particularly when the supply of the services demanded
often cannot increase at the same pace.

The health and well-being of his patient has always been-and must continue
to be-the first concern of the physician. And, today, he can effectively serve his
patient as never before.

'Report of the Board of Truastes, approved by the House of Delegates at the Atlantie
City Meeting, June 22, 196?.
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He Is well trained; he has at his disposal the techniques and insights of mod.
eai medicine, including in ar-namentarium of truly lifesaving drugs; and he has
access to hospital facilities which are second to none.

To the patient, good health continues to be his most cherished desire. And
his Increasing demand for medical services is a reflection of his rising Insistence
that "want" or "need" be followed by "fulfillment" wilh a uidUniU of delay.

Today, however, the ability of the phyqseian to serve his patient is being
handicapped by the rapidly rising prleek of the varluon components of health
cam Each increase in the price of hospital rooms, diagnostic tests, surgical and
medical procedurep, or drugs wakes it more difficult for the patient to finance
his health cae needs Indeed, if the price of health care continues to outrun
slower Intreaaes In consumers income, the problem of medical indigency 'will as-
sume alarming proportions. -

The causes of the rapid increases in the prices of major component* of health
care ae vompleg p4 largely beyond the, cootrolt of, the pbyslclan. The health
care system of the uatlon is ovetburdened; and the fever of inflation Is but a
symptom of the 'ottain under which the health care system to laboring.' Until
the nation can close th gap-between a rapidly rising deMand for and a ihore
slowly Increasing supply of ' health services, rising prices will continue to con-
found the attempt of the phyiclan to serve hip patient,

In such an environment, the physician-out of his concern for his patient-
must accept the additional responsibility of helping hli patient conserve his
"health care dollars." Together, the physician and his patient must face sup-
pliers of the other components of health care and seek to acquire the necessary
services and supplies with a minimum expenditure of the patient's dollars. When
the price of a hospital room increase from $30 to $ and even to. $50 per day, the
physician and his patient can only seek to reduce the number of days of hospital.
isation to the absolute minimum compatible with quality care. If the physician is
satisfied that any one of three or four drugs will be effective, he can conserve
his patient's health care dollars by prescribing the drug which In his judgment
is most effective and carries the lowest retail price. Faced with the availability
of multiple diagnostic testing procedures, the physician can begin to take their
rising prices into account in measuring their proper place on a price-benefit
sale. As a member of a hospital staff, he can help to assess the value of manda-
tory tests Io his patient in the light of rising prices.

Physicians must continue their search for Ways to increase their own produe-
tivity and efficleney so that"professional fees can be stabilized aid perhaps
lowered, at times in the face of rising costs. Furthermore, the privilege of a
physician to charge usual and customary fees will continue to require prudence.

In summary, for the welfare of his patient the individual physician must now
extend his responsibility by addressing himself to the challenge of helping him
obtain high quality care with a minimum expenditure of dollars.

olleetively, the members of the medical profession should continue to concern
themselves with the overall design of the nation's health care system and the
basic problems which limit its effectiveness. These include-

Inadequate *umbers of new phy/sikas and shortages o/ other individuals
traded to tunotiott as part of he health care "team.'--This problem is
already under study by the profession, and evidence Is mounting that the
nation can increase its physician population by demanding that medical
schools give the training of more new physicians the highest priority.

The priest orgae4.aton and management of the nation's hospitals.-
Historically, hospitals have keen Insulated from the discipline of the market-
place. The price of hospital care is a reflection of the hospital cost curve,
and now these cost appear to be out of control. The hospital's privilege of
automatically translating all higher costs into higher prices must now be
questioned. Incentives for increased effmciency and productivity are
mandatory.
Dk7"#sto a#4 therapeuto care outside of a hotpffal.-ower cost facili-

ties for the institutional care of patients whose diagnostic or therapeutic
needs can be met outside of a hospital In extended care facilities, nursing or
convalescent homes or domiciliary type care warrant high priority., Home
centered care also must receive Increased attention,

Voluntary, health insurance and prepayment plans must develop more
effective means for providing coverage against the cost of care In these lower
priced facilities, in physicians' offices, and in the home.
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Legfalatfon in the health fIeld.-Many of the fundamental problems now

facing the nation's health care complex can be traced to well-intentioned but
Ill-advised legislation. When the federal or a state government steps Into
the marketplace to purchase additional billions of dollars worth of health
care from an already overburdened complex, the effects are serious and severe.

These are but some of the basic problems which will continue to concern the
American Medical Association. Successful efforts to resolve them, coupled with
Increased concern on the part of the individual physician for the limited financial
resources of the patient, are challenges today to medicine.

Senator ANDERSON. Dr. Eliot.

STATEMENT OF MARTHA X. ELIOT, M.D., CHAIRMAN, MASSAOHU-
SETTS COMMITTEE ON CHILDREN AND YOUTH-

Dr. ELIOT. I am Dr. Martha M. Eliot, former Chief of the U.S.
Children's Bureau. After retiring from that post, I became professor
of maternal and child health at the Harvard ehool of Public Health.
I am now retired from that post, but I am chairman of the Massa.
chusetts Committee on Children and Youth a Governor's commit.
tee to concern itself with all aspects of child life in the Commonwealth
of Massachusetts.

I am pleased to be able to testify once again before the Senate
Committee on Finance, on this bill, H.R. 12080, as passed by the
House, but I would like to limit my remarks to the amendments to
title V of the Social Security Act which provides now for maternal
and child health, crippled children, and child Welfare services.

This was a program I was most intimately associated with when I
was Chief of the Children's Bureau.

Firs I want to speak briefly about the Child Welfare Services which
is administered by the Children's Bureau under authority delegated by
the Secretary of Ilealth, Education, and Welfare,.

Section 935 of H.R. 12080 removes part 3 of title V, including these
child welfare services and places it as part B in title IV, where it
would immediately follow the provisions for aid to families with de-
pendent children.

The amendments to the child welfare service program grtiy in.
crease the funds that would be paid as grants to the States for child
welfare services and broaden the ability of the States to provide more
adequate social services especially for day care services, foster home
care, and services to children in their own homes. The high child wel.
fare standards now in effect in the States under part 3 must certainly
be maintained from this point on, even if the funds are greatly
increased.

'The report of the House committee indicates that most of the
additional funds they expect to be spent for' foster care, and they have
also increased the ablity of the States to provide more foster care for
childrem i under the aid to families with dependent children pro.
grains.

I understand that the recently announced reorganization within
the Department of Health, Education, and Welfare, as ordered by the
Secretary, will give the Children's Bureau responsibility for setting
standards and providing consultative services to the States for the
program of social services to AFDC children as well as to the child
welfare services. In my opinion, this is a very good move on the part
of the Secretary. I
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I believe it. will at long last heln to carry out the 1934 proposalsof certain wise persons that grants to States for social service andcash assistance to dependent children in -thpr oxn home under theproposed Social Security' Act should be Administered by the Children's
Bure4u in close association with the hild welfare services for chil.
dren who required away from theirown home in foster care.The Congress in its wisdom did not car. out these provisions, but
placed the program of the AFDC in the Social Security Board in close
association with public assistance to the aged.

It will', take time, T am sure, possibly several years, before thech.nksi that I believe Ar6 hecessary tii the soc|il services for the'AFDC
children to be reflected satisfactorily in all State and local programs
for dependent and neglected children, and the Conpess, I believe, andthe people must not become impatielt if Improvemients (lid not comeaboutiovernight. There is a long history of lack of social services for
these children, and it will take time fr thom to be developed from
now on.

To provide adequate soctl services for the AFDC's 6ildi'e'n ispossible, I believe, if sufficientftndsto train and employ enough social
workers are made available by the Congress and the States that ininv
existing problems of these -children, in the AFDC program, could lie
solved f this can be done.

SecondlyjI would like to comiMent at somewhat greater tenath at
the new proposals Incorporated in section 301 of H.Th 12080, which is
given the short title of Child Health Act of 1967.

This section makes some very desirable changes in parts 1 and 2of title V, the maternal and child health And crippled childreii's serv-ices. The principal change is to consolidate Into a single program theprograms for maternal and child health services (part I of title V) and
that for services to crippled children (part 2) And, by 1972, to incor-porate the programs of special projects for maternity and infant, care,
children and youth, and dental care in the same single plan of seivices.
If the Senate approves what the House has included iii ;1R, 120$0(title III, section 301) -and I very much hope it will-eacli' State canby 1975, if the Congress aproprriates the aufthorized amounts, develop
a single comprehensive sittewIde.plAn of 60eration fori all typro ofhealth services, medical care for crippled children, and related serv-ice for all mothers and for children whether normal orliaudlicajped
who appropriately come within it and wish to receive the services.
-A -s le State plan for maternal and cliild health and crippled

children s services developed undet a single set of conditions forapproval of the p lan, with a few exceptions, will ,ernt the States to
avoid much duplcatioh hi preparing tlan material and facilitate more
effective utilization 'of the services offe-re d under the broad provisions
of raternal-and child health for Ideitifyng ei'ippled niO handicapped
children.

As the program becomes statewide, all crippled children could'beenrolled in the co4nr~lienSive plan 'of liealth, services that ivould beavailable for all-children and .oithlin iieed f them. This will be the
goal of the 'combined program' by 1075.'"

The services for crippled children should WOecome even more readily'available for any h ndicapped infant, preschool, or sclool'age child
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who receives primtaryservice in a hospital, biiniN- child or community
heal tht, enter acllool health' ro gm,- or under the- medical i*sset.
ance proalir in title XIX of he- cial Securit Act. Furthermore
h:otnned maternal and child health and orippled children's serv-
ices should, be readily available for~the health care of all children
coming tinder the provisions of both parts oftitle IV,- as set up now-
in this biIl.,

The identity of the program for medical and related care for crip-
pled children and children suffering from conditions that may lead to
crippling will not be lost for specific funds will continue to be made
available for It In the 33 States where both programs are now op-,
erated by the State department of public health the operational inte-
gration. of services provided through the use of maternal and child
health funds and those provided by crippled children's funds can be
developed to a high degree on a statewide basis by 1965, under the
proposed combined program.

lit those States where the State continues to elect to operate the
crippled children's program in a separate department commission or
medical school agreements can be worked out between State agencies to
assure, throu effective referral and :followup, that all children com-
ing under either program can and will benefit from all the services
offered through either or both.

Likewise more effective agreements can be developed by the agencies
operating the combined maternal and child health and crippled chil-
dren's services with other State agencies providing for community
mental health services, social services to children and families, rehabili-
tation of handicapped youth and adults, employment, services for
youth, and care and treatment of juvenile delinquents or youthful of.
fenders. This will make available the combined comprehensive health
serves to a much wider group of children and youti of all ages and
will increase the number of youth who could benefit from rehabilita-
tion services.

That there should i a single State plan integrating the maternal °'
and child health programs and projects and the medical care and
related health and social services for crippled and handicapped, chil-
dren is very generally aeed_ upon, and the amendment requiring it
included in section 301 of H-.R. 12080 Is believed tobe forward-looking.
It should be approved by the Congress and by the President., . ,

An obvious corollary to this provision in H.R. 12080 that there be a
single consolidated program of maternal and child health and crippled
children's services in each State is that the primary responsibility for
providing consultation service to the States and for establishing Fed-
eral standards for comprehensive care and for professional services
to such an integrated program should rest in one Federal agenoy-4he
Children's Bureau.

At the Federal level these programs have been administered 82 years
by the Children's Bureau. This assignment of responsibility should be
contimwed. To do otherwise would be to disregard the gains'of the past
three decades, including the' rowth of both the maternal and child
health and crippled children s programs;.,the recent very rapid in-
crease in the number of infants and younf crippled children who have
come under care of the State crippled eliddren's agencies-i 88-per,
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cet Ainorae sine 1940 4" -ie :hovative and imaginative deveinp-
moit. in*-. e ae and ,Areatient of .mopt, srious crippling condigoas
ang nebldrde-i; tWe dev'elopm' nt Mofpeitmattrnity and ib"fantand cldren a.nd ;yogt pject | and lstly the schievement6 by- the
Chldt~ri's Bureau -in eetablishing and, intoinin'' hiah. standards of
me nursingocial, aud hospital services for the crippled children
under the care of State agencies and in the special maternal and child
_Fe thle beginig of the operation of the maternal and child

health and the c~ipple children's programs in 1936 to the present time
the .ChUdren's Bureau has had a single multiprofessional team ol
consultants in regional offices to a4vise the States on both piograms.
In 1943 the Children's Bureau ulerged into one Division of Health
Services, the then separate administrative divisions having respon-
sibility. for MCH and CC and gave the Director and his staff responsi-
bility for both programs. The wisdom of this action was soon apparent
in program operations in many States.

Th6 teams of consultants to the State agencies must have wide
knowledge of the content of a comprehensive maternal and child health
service, including care of physical, mentally, and emotionally handi-
capped Infants, children, and adolescent youth. They must also be
judicious, imaginative, and innovative to help the State agencies
develop new ways of providing health services to mothere and chil-
dren, new techniques, and methods to be developed in special projects.
They must be wise enough to recognize quickly new, imaginative, and
innovative proposals by State agencies, institutions, or organizations.
They must not be harried and bogged down in their work with the
States by too many details or minutiae of procedure.

The success of t-he development of the maternal-and child heilth-and
crippled children's State programs through these first 32 years of their
existence has been the result of just these innovative and imaginative
qualities of the Children's Bueau staff that hasprovided guidance to
Ste agencies and cross-.fertilization of ideas among State agencies,
institutions, and organizations.,.,, an r- d - 0

If the current proposal to consolidate and combine these programs
into a single program is approved the Children's Bureau should con-
tinue to have a single Division of Health services at Its headquarters in
Washington and regional teams of maternal and child health con.
sultants, knowledgeable about needs of all children and youth whether
normal or handicapped throughout their growth and development.
This policy has not only proved to be effective for the development of
new ideas new programs, new methods, but it has been the most eco-
nomical administrative procedure .

Before stopping I want to refer again to the recent reorganization
order within the Department of Health, Education, and Welfare.

The growth and cJmplexity of the programs for services to people
and the many complications of administration of -these various and
varied services no doubt called for major changes in- lines of response.
bility and decentralization of routine matter§ to the regional offices in
which increasing authority of Federal4State pogrnm control is being
placed.-In this.pro&ss it important thatthe innovative creative,
and flexible ideas and contributions of the staffs of substantive bureaus,
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like the Children's Bureau, not be lost to the States, but enhanced and
the professional staff freed to be increasingly helpful to the States.

In this reorganization, attention is being focused by the Secretary on
the needs of three groups of people in the population-the aged, chil-
dren, and the handicapped. The decisions reached in the division of
responsibilities among the units included in the new social and reha-
bilitation services cut through many old, established organizational
lines.

If however, it is the Secretary's intention to focus on the needs of
children as one population group, I believe he will need to reconsider
one move he has made in thelight of the current proposal in H.R. 12080
that I have been discussing. I refer, of course, to his order transferring
responsibility for the crippled children's program from the Children s
Bureau to the Rehabilitation Services Administration. This transfer
will raise many administrative problems. For 26 years the Children's
Bureau has had a small multiprofessional staff without duplication of
specialists at its headquarters. All staff members have served both
promrans In the region, the team of consultants--one physician, one
pub ic health nurse, one medical social worker, one nutritionist, and
one administrative methods consultant--have served both progrme.

If the order is sustained, a second team of specialists for each region
similar to that now in each Children's Bureau regional office would
have to be recruited. This is inevitable because the knowledge of the
workers and the consultation with States must cover comprehensively
all the needs of children throughout their growth and development
period-for handicapped0 children quite as much as for the nonhandi-
capped. The Children s Bureau could not release any of its staff because
each type of worker is needed to advise on the maternal and child
welfare program.

If 141 080, title V, section 301 is enacted, and I strongly urge that
you do so, it would constitute a major pftressive step in the Federal-

tate child health program. I believe the Secretary would reconsider
his decision to transfer the crippled children's program and withdraw
the order. I hope that the Congress will satisfy itself that this will be
done.

I thank you for giving me time to appear.
I have, however, prepared some additional notes on the interrela-

t'.ons and interdependence of maternal and child health and crippled
children's programs and the Children's Bureau on policy of a single
unified staff, and I would like to request that they be made a part of my
testimony.

Senator AraDnwx. We will accept that.
Senator Curtis?
Senator Cuwns. Just one question.
Are'you familiarwith what, the House bill does with respect to work-

ing mothers and nurseries for the children so that more mothers return
to work, and if so, do you approve of what the House bill do es

Dr. ELIOT. In respect to the provision of getting more of the mothers
of AFDC children to work, I would say that the way in which these
provisions are administered is mos important. To me, many of these
mothers should not go to work. It would be better if they, stayed at
home and looked after their families . Some mothers may wish to go to
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work, especially when their children are older, and the situation in the
home makes it possible for her to go to work and add to the family
income.

To include provisions that, would e.ssiitially expect the States to
force many mothers to go to work seems to me ill advised. I do not. be-
lieve thatall these mothers should go to work. But many, I think,
could, provided the conditions in the home are shown to be sat isfactory.

If adequate social services are provided to these families on AFD,
and if these social workers take into consideration all the problems of
the children in the families before the mother is urged to go to work,
I believe some of the mothers could satisfactorily do it. Actually, I
doubt whether there is a very large proportion of the mothers under
AFDC who would be-for whom it. would be appropriate that. they
should go to work.

Senator CuTuis. Thank you very inuch.
Dr. ELIOT. Does that take care of your question?
Senator Cu s. That is what. I wanted to have your opinion on.
Senator AxDFIIsox. Thank you, Dr. Eliot.
(An addendum to Dr. Eliot's statement follows:)

8oss NOTES ON THE INTEDEPENDENCE OF MATERNAL AND CHILD HEALTH AND ('aIP-
PLED 011WDRENWS SERVICES AND THE CHILDREN'S BUREAU POLICY OF A SINGLE,
UNIFIED STAFF FOR PROGRAM ADMINISTRATION AND CONSULTATION TO STATE
AozNom

Maternal and child health services and medical and related care for crippled
children were established under Title V of the Social Security Act. They repre-
sented the climax of a longtime effort by many people and agencies to eliminate
the hazards of pregnancy to mother and child, to assure life and health to every
child, and to bring to every family the health supervision and medical and related
care needed during maternity and .childhood.

From its earliest days, the Children's Bureau has worked for the positive well-
being In children and the prevention of handicaps The reveution and treatment
of the Ills and handicaps of children flow together. These are the longtime pre-
mises followed by the Children's Bureau in its services under the maternal and
child'health and crippled children's programs. They stand As useful guides today
and for the future.

The concept of teamwork grew up early In the maternal and child health and
crippled children's programs. The Bureau, and the State agencies, recognized
that the needs of mothers and children could not be met by any one professional
group. Aware that these two programs were two sides of the same coln-a pre-
ventive and health-promoting program aimed at mothers and their children-in
1943, the Bureau merged the crippled children's division and the maternal and
child health division into one unit: the Division of Health Services. Since then,
the two programs have been Inextricably bound together with a common mis-
sion : better health for children.

In the Bureau, medical social workers, nutritionists, physical therapists, psy-
chologists, Is well as physicians and public health nurses, became a team to work
out in common the many problems that Involved economic and social circum-
stances of children as well as their health.

The Children's Bureau staff, also organized as 'a team on a regional basis,
carried forward this same concept In their working relationships with States.
Thus, the Children's Bureau Integrated its maternal and child health and crip-
pled children's cQnsultative and standard-setting activities in a single multi-
professional staff that serves as an advisory team In each region on all matters
related to well and handicapped children.

States followed this same pattern in staffing their programs for guidance
to and consultation with local areas. As a result, the line of team expert ad-
vice, standard setting, and consultation flows from the Bureau through its
central and regional staff to the States and through them to the parents of
the child In the community in which they live.
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The maternal and child health program-4hrough its .child health con-

ferences, maternity clinics, special projects for the care of premature babies,
health services for school children, mental retardation clinics, and home
visits of public health nurses--has aided In casefinding for the crippled chil-
dren's program.

In addition to early caseflnding, the maternal and child health program,
from the beginning, emphasized services that would prevent handicaps by
premature birth, congenital malformations, Rh factor Incompatability, me-
tabolic disorders, poor nutrition of expectant mothers, mothers' attitudes
toward' pregnancy or themselves, or other factors.

The crippled children's program made every effort to see that the handi-
capped child got the care and treatment that would restore him to the full-
est health and activity capable. But at the same time, everything possible
was done to prevent setting apart the crippled child from normal children.,
For the baby born with congenital absence of an arm or leg, a defective
heart, club feet, brain damage resulting In physical deformity or mental de-
fect or emotional disturbances, or for older children with acquired handicaps
from disease or trauma, the goal was normal growth and development.

Depending on the care required, children move from maternal and child
health programs to crippled children's programs. Often their care is overseen
by the same pediatrician in both programs.

More than 436,000 children with crippling conditions received services dur-
ing 1968 under the crippled children's programs In 53 States and Territories.
About 60 percent of these children were under 10 years of age.

Many research findings of recent years and new methods for their application
have been put to work in both programs, such as:

Chemotherapy to combat rheumatic fever.
Drugs to control epileptic seizures.
Polio immunization.
The diagnosis and treatment of congenital heart disease.
Chemotherapy in the treatment of tuberculosis.
Special Diets to control phenylketonuria (PKU) and so prevent in the

long run many cases of mental retardation.
Measles vaccine.
Genetic counseling of parents.
Family planning.

Other program areas in the Children's Bureau reinforce and supplement both
maternal and child health and crippled children's services and contribute to the
establishment of high standards of care for both MCH and CO programs, such
as:

The primary goal of the 53 special project grants for maternity and infant
care, many of which have been in operation since April 1984, is to provide com-
prehensive medical care and health services to pregnant women In low-income
families, hard-to-reach groups who might otherwise receive no prenatal care
and Inadequate follow-up in the Interpregnancy period. Many of these mothers
are "high-risk" maternity cases with an incidence of low birth weight infants
almost three times greater than the Nation as a whole and with a higher fre-
quency of brain damage, congenital defects, and mental retardation among their
infants. In the crowded urban areas where many of these projects are located
steady reductions in infant mortality have followed. Infants with congenital
handicapping conditions have been located and brought under the care of pedi-
atricians in clinics, .child health centers or private offices, as well as that of
specialists for the specific handicapping conditions.

The Special Projects for Children and Youth made available In 1965, offer
comprehensive health and medical services to preschool and school age children
living In low-income areas. The programs include preventive, diagnostic and
treatment services, screening for defects, such as those of vision and hearing,
correction of defects, dental care, and follow-up In the child's home and in
clinics or hospitals to which children and families have been referred. Handi-
capped children who are located under these programs are offered the same full
health service as all other children.

Services for mentally retarded children, usually under maternal and child
health, but not infrequently assisted by crippled children's services, have ex-
panded rapidly since the mid-50's when the Congress earmarked MCH funds
to be used by the state departments of puublfc health for the diagnosis, evalua-
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tion, and follow-up care of young mentally retarded children by a multidiscipline
team of health workers, By theend of 1966w of 191 mental retardation clinics
184 were supported In whole or in part by MOH or CO funds, or both. Cytogenetic
studies and genetic counseling to parents -are Important components of these
series.

Other resources stimulated by the Children's Bureau for development In either
the MOB or the 00 state pro'awn* or In the states' programs of child welfare
services for the benefit of all children and families, Including the handicapped, are
family planning, program for unmarried mothers and their children, and foster
family care. Foster care, provided through child welfare services in public welfare
departments, Is commonly utilized for children who spend long periods of- time
away from their own homes while being treated for crippling conditions or chronic
disease, All these services, and others, are available to mentally retarded children
and their families. -

,The children seen In the crippled children's programs and the mental retarda.
tion clinics, present increasingly more complex handicalpS, especially neurological
handicaps. As a result,- during 1066, the Bureau put increasing emphasis on the
development of multi-discipline centers for multiple handicapped children. By the
end of the fiscal year, the Bureau was supporting such projects in 12 medicalcenters.

Health and welfare services are used In the care of children living in institutions
and day care facilities.

Research and demonstration programs are used to advance the development of
both of these programs of service to children and their families. These may be so
broad to include demonstrations concerned with special aspects of maternal
and child health; special programs for certain handicapped children; research
Into causes and prevention of family breakdown; rising rates of delinquency; re-
search concerned with services to the retarded child, foster care, special aspects
of maternity care, adolescent health, day care centers, homemaker service; the in-
fluence on children of such social factors as increasing family mobility, deprived
neighborhoods, the ever-spiraling costs of medical care.

Many training opportunities are made available to a variety of medical and
health workers through Children's Bureau funds directly or in cooperation with
unlversitles and agencies.

Long experience shows that babies and children with physical and mental hand.
caps need and should receive every care and help for their growth and healthy
development, according to their individual capacity under conditions most helpful
to all children. A handicapped child Is first of all a child. He must be so regarded
by parents and all person contributing to his physical, mental, social or emo-
tional growth, development, and well-belng. If he Is to grow and develop into a
healthy and productive adult and an emotionally and socially responsible In-
divldual, he must be cared for and his growth and development supported in the
light of all new knowledge that will assure that development.

Ohlldren with all types of handicaps, from the least to the most disabling, de-
serve to have the benefit of all such knowledge as well as those children who have
no discernable handicaps. The emotionally disturbed child, the mentally retarded
Infant, the Infant or child amputee, the child disfigured from a burn, the para-
lysed, the athetold, the child with a congenitally deformed heart, the deaf or
the blind child, the prematurely born Infant, all require the same pediatric care
and public health nursing that should be available to all well and normal
children

By developing and implementing the principle of treating a crippled child first
as a child, the Children's Bureau has done an enormous service to all children
and to the Nation. For more than 80 year, the Bureau has pioneered in estab-
lshing standards of medical care, health and social services for all children, the
normally developed and the handicapped. The Bureau has shown courage in
establishing and maintaining measures to institute and protect standards of care.
This applies equally to the child welfare programs and to the maternal and child
health and the crippled children's services.
. An Intimate, relationship must exist between the maternal and. child health
and crippled ehll4ren's programs If they are to continue to make an effective
contribution to tae health of mothers and children. Together they must remain
close to the Bureau's social services In the matrix of all services sponsored by
the Ohildren's Bureau-servlces so essential to the health and welfare of chil-
dren everywhere In the Nation and beyond.

Senator AmmtsoN. Dr. Volpitto.
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STATEMENT OF PERRY P. VOLPITT0, M.D., AMERA SOCIETY 0F
ANESTHESIOOGISTSM INC.

Dr. Vouaro. Mr. Chairman, and members of the committee, my
name is Perry Volpitto, M.D., professor and chairman of the depart-
ment of anestiIesiology at the Medical College of Georgia and director
of anesthesiology of -the Eugene Talmadge Memorial Hospital ofAugust, Ga.I a appears n behalf of and as past president of the American

Society of Anesthisiol ists, Inc. I testified on this same subject be-fore this commit ee in 1065, and in April of this year before the Com-
mittee on Ways and Means of the House of Representatives. I am
chairman of our society's committee on legislative activities. I have
with me Air. John Lansdale, for many years counsel for our society.

I am here to op"pe that part, of . 110 which would amend title
XVIII of the Social Security Act to include payment under part A
thereof of the costs of hospital inpatient professional services in the
fields of pathology, radiology, physiatry and anesthesiology furnished
by a hospital or by others wider mutually agreeable arrangements be-
tween the persons providing such services and the hospital.

As you know, the Social Security Amendments of 1905, Public Law
89-97 cover such services as physicians' services under part B of title
XVII1. In our judgment this arrangement should be retained and
S. 110 and similar proposals should be rejected.

Senator Cuis. May I stop you thereI
Dr. VoLpI'rO. Yes, sir.
Senator Cuirrs. Are these objectionable features incorporated in

the bill as it passed the House?
Dr. VoLPrrro. No, sir; the bill, the features that we are referring to

are not included in the house version of the bill, and we would accept
the statement made by- Dr. Rouse this morning in treating section 131
as to this matter. In other words the administrative problems referable
to radiology and pathology, for example, are not and have not ever
been a problem as far as we are concerned.

Senator CURTis. So in speaking against S. 110, it is not to be con-
strued that those provisions are incorporated in the House passed
bill

Dr. VoLPrr0. That is right, sir.
Senator Cuiris. Does the House passed bill clarify the situation at

all over the 1965 act?
Dr. Voerrro. Yes; it does.
Senator Cuwrss. In fact It is better I
Dr. VoLrirro. I think so.
Senator Cuwrs. All right,
Dr. Vozrwore. The facts which I will present will necessarily be con-

fined to the adverse effect upon anesthesiology of any legislation which
would classify this specialty as a hospital service in any degree or to
any extent. The other provisions of 5. 110 do not affect anesthesiology
specially and we, therefore, do not take a position with respect to
them. You will no doubt receive comment on those provisions from
those who may speak for a broader segment of medicine than we.

An anesthesiologist is a physician who specializes not only in anes-
thesia as related to surgery and obstetrics, but also in resuscitation,
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whether respiratory or cardiorespiratory in nature, management o
coma from drug overdosage, -inhalation therapy as applied to acut
and chronic pu monary conditions, management of the patient ii,
shock, whether it be a medical or surgical problem, and the diagnosis
and management of acute or chronic pain occurring other than durin
surgical pioedures. This medical specialty is known as anesthesiology.

The physician who specializes in anesthesiology is to be distin.
guished from the technician or nurse anesthetist w H may perform thl
physical act of administering anesthesia under the direction of an.
upon the responsibility of a physician,SNormally th8 anesthesiologist pract ices in the same manner as other
physicianswho have direct contact with patients in a hospital. They
bill and collect for their own services.-There are no circumstancesrequiring or suggesting any financial relationship with the hospita'
and in recent years there have not normally been any.

When Senator Aiken introduced S. 110 on January 11i 1967, he
stated, according to the Congressional Record, that, one of the major
proposals of tus bill is "to pay medical specialists' fees customarily
provided by the hospitals" We have some knowledge of anesthesiology
and with respect to that specialty Senator Aiken was misinformed by
those who advised him on the subject.. Anesthesiologists customarily
deal directly with their patients as do other physicians. There was a
good deal of testimony on this subject before this committee in 1963
but no witness claimed that anesthesiology was customarily a part or
hospital service nor that anesthesiologists were customarily paid by or
through the hospitals.

These basio facts were fully recognized in the Social Security
Amendments of 1965 and there is no evidence to our knowledge indi-
eating that the present arrangements are not operating satisfactorily.
It does not appear that those who administer medicare have requested
any change in the method of handling anesthesiology. - .

The necemr effect of amending the act to classify anesthesiology
as a hospital service would be to subject physicians specializing in
anesthesiology to tremendous pressure to become employees of hospi-
tals so as to pemit hospitals to bill and collect for their services, in
order for the-oeneficiares of medicare to receive the benefits intended.

This seems unfair and we are sure that is unwise. The anesthesiolo-
gists have spent many years getting out of this very position. Anesthesi-
ology is one of the newest of the medical specialties. It has made enor-
mous strides during recent years.

Somewhat belatedly physicians have recognized anesthesiology as a
vital aspect of the practice of medicine tnd the number of anesthesiolo-
gists has increased at a rapid rate. It is now clear that continued ad-
vances in the art of anesthesia and increases in the number of physicians
devoted to it are of prime importance to the continued advance of
surgery, and the care of elderly and "poor risk" patients.

The stature of anesthesia as an independent medical specialty, prac-
tic d like other medical specialties which involve intimate contact
with the patient, is of crucial importance in continuing to attract able
young physici to the specialty.

For this reason the specialty has made an enormous effort to bring
the mode of practice of anesthesiology into line with the standards
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which exist for the other clinical specialties. This effort has now suc-
ceeded to a substantial degree.

Recently the society conducted, with professional assistance, an
intensive survy of the specialty with particular attention to how it
could attract still larger numbers of able young physicians and improve
the coverage and care provided for patients.

This survey demonstrates beyond peradventure that it is vital to
the future of the specialty that the anesthesiologists should practice
as do other independent, physicians and not as a hospital service. The
enactment of S. 110 and t te consequent. inclusion of anesthesiology
in medicare as a hospital service would, we sincerely believe, have
a very serious adverse impact upon the practice of medicine and thus
upon the beneficiaries of medicare, without any substantial offsetting
benefits to them. We, therefore, urge most strongly that S. 110 ani
all similar proposals be rejected.

Thank you very much for allowing us to present this statement, Mr.
Chairman.

Senator ANDERsON. There was a bill relating to medical specialists
introduced by Senator Douglas at one time.

l)r. VOLP17ro. Yes, sir that is correct.
Senator ANDERSON. The Douglas amendment provided that if the

hospital billed for the service it would be paid from part A, and if
the physician billed directly for the service, it would be paid under
part B.

l)r. VOLPirmO. We realize this, sir, but inasmuch as this involves only
a very small proportion of the people involved in anesthesiology the
very existence of such a provision would be detrimental to recruitment
of physicians for our specialty unless a similar provision were made
for all physicians.

Moreover the deductible and coinsurance features of part A are
such that te hospitals would be enabled to put unfair pressure on
anestheiologists to change to part A arrangements in oMer to give
greater benefits to patients. This would put anesthesiologists in the
unhappy position of-having to choose between a mode of practice which
they beLieve to be destructive of their specialty or denying increased
benefits to their patients.

Senator ANDERSON. Anything further, Senator Curtis?
Senator CUrris. No further questions.
Senator ANDERSON. We will resume at 10 a.m., tomorrow morning.
(Whereupon, at 11:55 a.m., the hearing was recessed until 10 a.m.,

Tuesday, August 29, 1967.)
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in this country today. That fact, more than anything else, is what
these hearing are about.

For, despite the growth of our social security system over the years,
a fifth of those living in poverty are over 65. These years should bring
them a lif of peace comfort and dignity -but instead retirement
means a Iif besbt with'financial problems, burdened with dwindling
savings and unpaid bills. Millions more approach 65 with apprehen-
sion-they know that when they stop work they begin not the golden
years, but years of life in poverty.

And, despite the growth of our public welfare programs over the
years, welfare at present aids less than a fourth of the 30 million poor.
And, those who receive aid often do not get enough to satisfy even
their barest minimum needs. For too many on welfare and for the
rest of the p.or, there are only days of misery without enough food
for their children, and nights of fear in substandard housing, ward-
ing off marauding rats And, for those receiving assistance, there are
also .complex and degrading procedures; there are rules designed to
qualify eligible applicants which often serve to disqualify or discour-
age people in need; there are rules which force families to stay apart
in order to receive aid. For too many, then, welfare is not only inade-
quate, but appears as a reluctant handout designed to screen the
poor away :trom the rest of society. .

These figures, these conditions, these procedures define the magni.
tude and importance of the task before your committee. And they also
suggest the utter inadequaq' of the legislation which the other body
has- sent over for us to consider. That legislation includes some good
changes-the ideas of offering job training, day care, and work incen-
tives to welfare recipients in order to enable them to seek productive
employment; some changes that are not good enough-the increase'
in the minimum social security payment to $50 and the 1W,/ percent
across-the-board increase in benefits; and far too many changes which
can only be described as plainly regressive--a series of public welfare
amendments which, taken together, reflect a punitive attitude rem-
iniscent of medieval poor law philosophy and will result in reduced
assistance for millions in need, and a cei in on title XIX assstance
that is unrealistic and unworkable. Let me, If I may, Mr. Chairman,
discuss these matters briefly.

First, on social security. Our social security system has grown exten-
sively over the years, so that 95 million people are now insured and
23 million receive benefits; but we have not yet succeeded in lifting
millions of older Americans into a retirement of security and sel-
respect. Secretary Gardner told you last week that social security is the
major source of income for nearly all retired beneficiaries, and the sole
source for half. About 14 million retired workers and their dependents
receive benefits. And last year these benefits averaged $84 a month-
just $1,000 a year for individuals, and $142 a month--$1,704 annually-
for couples. In light of these figures, it is not surprising that some 5
million to 7 million retired Americans live in poverty.

We in Congress must hare the responsibility for the inadequacy of
retirement benefits. The two increases of 7 percent which we enacted
in 1988 and 1965 actually fell short of restoring the 1954 purchatsing
power of benefits-for the cost of living has risen about 25 percent since
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that time. Thus, four-fifths of the 12%-percent increase provided in the
House bill would be taken up ust to give beneficiaries as much real in-
come as they would have had in 1964. Meanwhile wages have risen
about 50 percent in those 13 years. The wealth of our Nation has stead-
ily increased but, because of our neglect our older citizens have not
shared in that affluence--instead, more elderly couples each year retire
into life of poverty.

With 10 Senators of both parties, I introduced legislation earlier this
year to make up for the ground we have lost. That bill, S. 1009, would
provide benefit increases averaging over 50 percent, and, crucially,
would finance these increases by a gradual infusion of general revenues.
It envisioned a leveling off of general revenue contribution at 35 per-
cent of the costs of social security by the late 1970's.

At the moment, when we are engaged in a deepening war in Vietnam
which saps our resources and consumes over $2 billion each month, it
seems impractical to urge the full scope of these proposals.

I believe, however, that it is time we began a partial changeover to
general revenue financing.,

The payroll taX is scheduled under present law to incras to 4.85
percent each on employer and employee in 1973, plus a contribution for
health insurance, The House bill would raise that to,5 percent each,
plus 0.65 percent for each health insurance. As members of the com-
inittee well know, a tax on payrolls is highly regressive. For low-wage
employees particularly, a required contribution beyond that contein-
plated in the House bill would be very burdensome. Many workers al-
iady pay more in payroll taxes than they do in income taxes.

General revenue financing would be a far more equitable way to
raise revenues for the social security system, particularly revenues
which would be used to provide additional benefits for low-income
people--for those who worked either so irregularly or at such low
wag.s that their contributions do not really finance the benefits they
receive.

I emphasize this because the proposal I shall make this morning to
broaden the scope of H.R. 12080 would give relatively more help to
the poorest of our elderly, to those who have the most'difficulty in find-
hig dignity and comfort in their retirement. If we are to provide a
meaningful floor of protection for older people as a matter of social
insurance, I believe it is only fair to other workers that we finance it
through general revenues.

I propose that the committee raise the across-the-board increase in
benefits to, 20 percent, weighting it, if possible, toward those benefici-
aries at the lower end of the spectrum. I propose, in addition, that the
minimum benefit be raised to: $100 a month, $150r for couples These
proposals combined would produce an average benefit increase of 29
percent. E." ' " - . .

To finance this proposal, I suggest first, that the contribution and
benefit base be raised to $8,400 next January and to $10,800 on Janu-
ary 1, 1971; and second, that general revenue contributions be infused
at the rate of 11 percent of the total financing of the system beginning
in 1972.

This plan is feasible. I am assured by officials of the Social Security
Administration that it is in long-range actuarial balance.
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The increases in the contribution and benefit base are no more than
what the administration proposed in H.R. 5710, except that the $10,800
figure would go into effect 3 years earlier than the administration pro-
posed. This is substantially less than was proposed in S. 1009, under
which the base would have risen to $15,000 on January 1, 1971.

These increases in the earnings base are justified to bring the social
security system up to date. For 87 percent of American workers the
$10,800 figure would result in benefits based upon everything they
earned-a comprehensiveness of coverage lost nearly 30 years ago as
workers' incomes grew faster than the earnings base was increased.
For the man already 50 years old, for example, this change would
mean an increase of over 40 percent in the benefits he will get when he
retires.

In contrast to S. 1009, the general revenue contributions would not
have to begin until January 1, 1972. What this means is that we would
be promising now that we would spend $4.5 billion a year beginning
41h years from now. It does not seem to me, Mr. Chairman, that that is
extreme. I think also that when we talk about social security and about
welfare we must realize that our welfare payments here in the United
States are a smaller percentage now of our gross national product than
they were in 1950. So, although 'I understand all of the demands on our
economy at the moment, and although I have for that reason changed
some of the suggestions that I made in the original bill, S. 1009, it also
seems to me that by 1972, with the increases in revenue that. we will
have and with the great problems that our elderly people face, we
could afford $4 billion at that time.

I believe this is a promise we can and must make. It is not a huge
amount of money. Our gross .national product will exceed a trillion
dollars by that time, an- 1072 is far enough off so that we can easily
plan to set aside this amount of money. What we get for this promise
is at 20-percent increase in benefits now, plus what I regard as all im-
portant--the increase in the minimum payment to $100. It is just.
impossible,'Mr. Chairman, now for our elderly people to be able to
survive on the benefits they receive under social security.

I might add that an across-the-board benefit increase of an addi-
tional 5 percent beginning January 1, 1970, coldd be obtained for a
relatively small additional promise of general revenues, and I would
urge the committee to consider that as well.

The net cost of the increase which I propose would be considerably
less than the financing I have described. For the people who will
benefit from this increase are people who must now turn to old-age
assistance in order to eke out enough of a living to survive. Old-age
assistance has decreased markedly over the years as social security
benefits have been liberalized. Only 11 percent of the elderly popula-
tion receives such assistance now, as opposed to 22 percent o? the pop-
ulation in 1950. Even now, more than half those receiving old-age
assistance in New York are on welfare because their social security
pensions are inadequate. Thus, raising the minimum benefit to $100,
and raising other benefits 20 percent or more, will correspondingly

.decrease the number of people on the old-age assistance rolls and the
amounts which those who remain on the rolls will re tire.

S. 1009 contained a number of other proposals ?or the liberalizing
and up-dating of the social security system, but I would emphasize
only two at this point.
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First1 I would urge that. the committee consider a cost-of-living

trovision to make social security inflation-proof, and to insure that
itture benefit increases granted by Congress do more than just make

up for lost ground. The civil service and military retirement. systems
have cost-of-living adjustment features. It is time the social security
system did likewise, although I. emplhasize that this must not. be at
the expense of benefit increases which allow older citizens to share in
our expanding productivity.

Second, I hope the committee will consider raising the benefits for
the uninsured to $50 a month for individuals and $75 for couples. The
house bill raised this benefit only to $40. There are 1.2 million people,
litany of them quite poor who have been helped by this constructive
addition to the aw. The Aifference in cost. between the House bill and
the $50 figure would be about $163 million annually from general
revenues and $28 million from the trust fund. I hope the committee
will decide upon the higher figure.

'Mr. Chairman, what I have suggested are, I think, the minimum
changes which we in the Senate must make if we are to keep faith with
our olIder citizens. The conditions in which millions of retired Ameri-
cons find themselves after having worked productively for decades are
a disgrace to us all. Adoption of the proposal I have described would
begin turning our social security system in the direction long advo-
cated by experts in the field, and would allow us to provide real hope
at last to our elderly pool-, that they will be. able to live out their lives
in some measure of ease and self-res ect.

About a year ago, the distinguished imiemnbers of the President's Ad-
visory Council on Public Welfare reported that welfare is "desperately
handicapped" in both "legislative mandate and * * * financial re-
sources." The Council prescribed "a major updating of our welfare
system."

The House bill which is before you today not only fails to heed the
Council's prescription, but is in my judgment, a major step in the
other direction.

I can well understand what. motivated the other body in its action.
It was concerned that the welfare system as it exists today has failed
to enable its recipients to obtain fobs and end their dependency. I
share that concern. It was concerned at the recent rise in the number
of children and mothers on aid to dependent children. I share that
concern. It, therefore, sought to create a system which would train
children and motheis on welfare provide Jay care, and establish in-
centives to work. I, too, believe sucl1 a system is needed.

Indeed, I believe that we will never succeed in restoring dignity
and promise to the lives of people whose frustration exploded. into
violence in the cities this suniner until we develop a system which pro-
vides jobs--enough jobs and good jobs.

For' the people of tihe inner city live today with an unemployment
rate far worse than the rest of the Nation knew during the depths
of the great depression. In the. typical big city ghetto, only two out
of five adult. men have jobs vlhich pay $60 a week or more-enough for
each member of a family of four to eat T0 cents worth of food a day.
Only half the adult men have full-time jobs at, any rate of pay. lASS
than three out. of five have any work at. all.
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I have suggested that we need an immediate impact project de.
signed to put men to work and to restore some sense of hope to the
young and the unemployed residents of the city slum. We should begin
immediate programs of needed public tasks and works-providing
jobs to build schools and roads, to restore parks and erect clinics, and
to staff the schools and clinics and neighborhood centers when they
are built. Our communities need these jobs done and the men of the
ghetto need jobs. By matching the two we can return hope while
meeting the most urgent needs of the Nation.

We must, then, work out a system to provide jobs. But, I do not
believe that the approach adopted in the House bill will provide these
jobS. The fact is, as the alarming unemployment and underemploy-
ment figures I have mentioned indicate, that there are not enough
jobs available at the moment. We must find them, but in the mean-
time, it will not do to force people into training programs for jobs
that are simply not there. That will only increase the pent-up frus-
tration which has already exploded too often in the past. In the mean-
time, also, we must not continue to place a premium on broken homes
as the condition for obtaining public assistance. And, we must not
end up by venting our own frustration in a measure punishing the poor
because they are there and we have not been able to do anything about
them. They will still be there when we are done. It is not as though
people choose to be poor, to need welfare assistance.

Consider, for example, that. we have a school system in our slums
which is plainly unsatisfactory. Of a quarter of a million Puerto
Rican schoolchildren in New York City, only 37 went on to college
last year. If young men are unskilled and unprepared for employ-
ment, then the schools which left them so heavy a burden bear a heavy
share of the responsibility.

Nor, of course, is the problem merely in the schools. For the rest of
ghetto life also there are statistics: 43 percent of the housing sub-
standard and overcrowded; 14,000 people treated for rat bites every
year; infant mortality at twice the normal rate; and, because of in-
adequate ,diets and medical care, mental retardation at seven times
the community level.

These are matters we must look to. For these problems welfare is
neither the cause nor the remedy. But, welfare has its job-helping
those in need-and the bill before you will hinder it in doing that job.
Indeed, instead of helping at all, it almost appears intended to punish
the poor. And punish, it will, particularly in areas of the country
where welfare authorities have done their best to demean and degrade
the recipient of welfare even under existing law.

First, the Iouse bill says that no State may have a higher percent-
ago of children on welfare than it had at the beginning of this year.
Commissioner Ginsberg of New York City said the other day that
this would force States and localities either to deny additional aid
when more children are born into a family, or to come up somehow
with the money needed to pay the difference. The latter, of course,
would shift the burden from the level of government that can best
afford itto the one that can least afford it. There is a third possibility_-
to find ways to cut enough families off welfare to stay within the
freeze. This possibility cannot be discounted. For the House bill, with
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all of the other restrictions on eligibility which it contains, is an open
invitation to welfare departments in some areas of our county to find
ways to tidy up their caseloads and discourage new applications.

Second, the coercive provisions on community work and training
fit into this pattern. The objective Of enabling welfare recipients to
obtain productive employment is, of course, laudable; indeed, as I
have indicated, I believe it is the only hope we have for avoiding the
deep division in our society which is the creation of a permanent class
of welfare poor. But, attempting to bring about. employment by com-
pulsion is not the way to do this. There are many mothers who should
not work. Some, paliicularly in progressive States and and.-oities, will
be excused from working. But, in other States with less enlightened
welfare programs, many will either be driven off the welfare rolls or
will be discouraged from applying, and they will still be poor-Mr.
Chairman, a little more invisible, for the time being, than they are now,
but no less poor, and no less miserable.

There is more than one State in this country which, even under
existing law, has had what has come to be known as the "employable
mother" rule. Under this rule, if the welfare officials judge the mother
to be employable, ithe is stricken froM the rolls. Coincidentally, these
nilings tend" to be made at. the time of the year when people are needed
to plc crops at $3 a day. I'his rule is being ehallenze initigation, but
the provisions of the House bill on compulsive work and training imply
that from now on the "employable mother" rule would be sanctioned
by a national policy.

Third, the punitive intent, of the House bill is evident. as well in the
provisions on aid to children with unemployed parents. For the first
time, the parent must have had a substantial connection with the labor
force in order to qualify, a provision which will eliminate many men
who hav never had an opportunity for steady employment. In addi-
tion, the provision denying assistance to unenpfoyed parents who
have applied for or are receiving unemployment compensation will
keep aid from many who need both forms of help in order to survive,
and-will cause some to receive neither kind of aid. The House pro-
vision will only succeed in forcing more families to break tip, forcing
more fathers to leave home so the family can obtain assistance by the
traditional ADO route.

Fourth, the provisions givin' States an incentive to provide cus-
todial care for illegitimate children are also punitive. Once an illegiti-
mate child is born, although we may have wished to discourage that
from happening, his best lope is to grow up in some kind of family
structure., Study after study shows that the worst thing that. could
be done is to consign him to an institution. So we punish illegitimacy
by punishing the illegitimate child.

We in the Senate must go on record, as opposing this almshouse
approach. -We must. go Also on, record, it seems tome, as forcefully
as we can that this is not the dih'ection which wo want Welfare to take.
We must not. allow this backward step. What I, wotld recommnd,
therefore, is that the Senate use H.R. 5710, President Johnson's origi-
nal set of welfare recommendations, as its working bill. That bill's
recommendations Were limited, to be sure, but they were at least not
regressive. The expanded training and day care provisions which the
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House adopted can then be included but without the meat-ax compul.
sions which the House bill attached to them.

I would particularly urge the committee to provide a greater work
incentive than the $80 a month plus one-third of additional earnings
which the House enacted. This incentive is so small that it may well
fail to encourage significant numbers of welfare recipients to work,
and opponents of the idea may then succeed in claiming it will never
work.

I also urge the committee to adopt the administration's proposal
regarding the management of the community work and training pro-
gram. The Department of Labor had the potential to bring a job-
oriented approach to the training involved, and has a developed sys-
tem of placement services. The H1ouse bill, in my judgment, will waste
resources by creating an unnecessary overlap between the Department
of Labor and HEW which should be avoided.

Let me emphasize again that. I do think our welfare system
is unsatisfactory. But, every reason why I think it is unsatisfactory
will only be accentuated by the House bill.

I believe our welfare system is unsatisfactory, because, in general,
it provides aid for broken families and not for whole ones. In other
words, it encourages broken families, Mr. Chairman. The House bill
accentuates this by refusing to adopt the recommendations of I.R.
5710 to expand aid to unemployed parents, and by restricting that
program instead.

I believe our welfare system is unsatisfactory, because it imposes
degrading conditions on eligibility, and encourages the enforcement
of those conditions by demeaning investigation. -The House bill ac-
centuates these defects by adding a whole raft of new conditions
for eligibility and a whole new set of incentives for the State to in-
vestigate welfare recipients. We started a system, and it has been
done in other areas, for an affidavit procedure and it seems to me that
we could at least make an effort to move in that direction. It would be
more satisfactory. It would save a great deal of money, in my udg-
ment, in the administration of the program at the moment and aiso be
not nearly as demeaning for the recipients of these systems.

I believe our welfare system is unsatisfactory because, once a family
does penetrate the bureaucratic maze and qualify for aid the benefits
it receives are in many States not even enough to live on. The House
bill accentuates this by refusing to require States to meet their own
definitions of minimum need, as H.R. 6710 proposed, and by enacting
instead a freeze on ADO payments.

The Advisory Counci's report called for "a nationwide compre-
hensive program on publico assistance based upon a single criterion:
need." What a grim joke that is today as we look at the way in which
the Houst bill gives heed to those recommendations.

A month ago, the prestigious American Public Welfare Association
issued a major series of recommendations to make our welfare system
into an effective program and weapon in the war on poverty. The
APWA proposed simplifying eligibility for welfare and redeploying
investigatory social workers to provide meaningful social services.
It also proved meaningful work incentives to allow welfare recipi-
ents to wor k without losing a dollar of their benefits every time they
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ern a 4o1r. What, a sad thing it is to see the t wisd application
of these thoughtful recmmendations in the legislation be.or you.
It seems to me, Mr. Chairman, if we say to a weflire reoipieilt tha
every dollar he earns when he goes to work he is gimg, to lose on wel-
fare, that he is going to stay on welfare. It is more, attractive for
him to stayonwelfare. So it seems to me what, we want to do
and I know this committee wants to 1o is get people off
welfare and get people on jobs The way to do that is to provide the
jobs and provide the training and also make it attractive for a person
to get off welfare.

It seems to me the House bill makes it attractive for them to remain
on welfare and not go to Work and I think that is where our emphasis
must be. And, I do not think that the House bill does that.

Mr. Chairman, we must have the respective to see that the welfare
system is not something that exists by itself that has no effect on the
world in which its recipients live. We cannot afford to bury our heads
in the sand. Our Nation has been ripped apart this summer by violence
and civil disorder that have taken lozens of lives and caused billions
of dollars of damage. We face in our cities the gravest domestic crisis
to confront this Nation since the War Between the States. We are
not going to solve that crisis by lopping people off the welfare rolls.
We are not going to solve that crisis by forcing welfare recipients to
accept training for jobs when we hwve absolutely no idea whether jobs
will be available to them after their training. We are not going to
solve that crisis by punishing the poor and hoping that the will bear
that punishment silently, invisibly, graciously, without bitterness or
hostility for their "benefactors." _

What we should be talking about here today is the enactment of
H.R. 5710, and how to improve upon it as we pass it.

Wesihould be discussing whether we are going to require the States
to meet their own minimum definitions of ne4' instead we are con-
strained- to 'decide whether we are going to lidt an unconscionable
freeze on the aniount of Federal aid to dependent children .

We should be diseussin* Whether -we Or- going to provide a greater
incentive thin that contaimed in H.XR 5710; instead we are ford to
discuss whether to repeal the compulsions for work and training in the
bill before u& -

We should be discussmg a national mandate to simplify, eligbity
for welfare; inioad, we ave to talk about whether we are going to
strike restrictive conditions on eligibility added by the HotsJ bill.

W6 should be discussing ways to afford welfare recipients participa-
tion in making the policy of the any which governs their lives;,
instead, we are cohfrontd' with a b' l whose whole approach is not
to listen to those recipients.

We should be discussing how we can make the welfare system more
honest with itselfand its. recipi _s, how we can make .sure, tlbt
recipients can receive a full hearing when' their benefits are in
jeopardy; instead, we hear talk about ways to strike them .fTom the

W6-should be talking about inte'grm, Wtlfarento' our efforts to
help poor p1ple elly instead of viewing it ias 6sl4ted problem
susceptible ofbeing blved by ew and greer nsn tions. . ' .
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Mr. Chairman, I urge the committee to reject title II of H.R.
12080, and develop a constructive set of proposals which the Senate
can be prou4 to ena At

The last matter I would discuss is'the provision in the House bill
placing a limit on Federal participation in programs uider title XIX,

The administration's proposal Fn H.R. 5710 was vastly different and
less destructive from what the House enacted. H.R. 5710 proposed a
ceiling at 150 percent of each State's public assistance definition of
minimum need. This provision would have forced a significant cut-
back in our program in the State of New York, and I was, therefore,
not happy about it. I believe that we should not default in our com-
mitment to bring better health care to those members of our popula-
tion who have difficulty in paying for medical attention. We have our
problems in the State of New York, but I think the appropriate place
to resolve those problems is within the State.

The House bill is much worse for all of the States and also the State
of New York. Commissioner Ginsberg tells me that it will force the
standard for a family of four to be cut back from $6,000 to $3,900.
Since New York would have gone to $5,200 this year under the previous
Federal programs wholly apart from medicaid, this intrusion is
wholly unreasonable.

But the House bill will be equally disastrous elsewhere. For, instead
of looking to a State's definition of minimum need, it looks to the
amount which the State actually pays its public assistance recipients.
Title XIX intended that medical indigency be defined at a level
substantially in excess of a State's public assistance definition of mini-
mum need. The House bill will in many States have the opposite
effect, and is therefore, totally unrealistic.

For example, Mississippi, according to HEIW figures, was paying
22.8 percent of minimum need t its kDC children in January of this
year. When the 133 -percent limitation in the House bill goes into
effect, the ceiling for medical assistance in Mississippi will be approxi-
mately 80 percent of its own definition of minimum need. The State of
Ohio is another good example. In January of 1960 its definition of
minimum need was $224 a month for a family of four. However, its
ADO payments were actually $170 a month f6r a family of that size.
When the 133-percent limitation goes into effect, the ceiling on medi-
cal assistance for a family of four in Ohio will, therefore, be approxi-
mately $227 a month-an unacceptably low figure.

What is really involved even in the 150-percent limitation originally
proposed is a failure of insight about the connection between ill health
and dependency, a failure to realize that the provision of adequate
health care to the poor depends upon "an infusion of funds Of the mag-
nitude which title XIX as originally enacted was intended to supply.

If we cut into title XIX, we cut into the possibilities of better health
care for the poor. It seems to me, Mr. Chairman, that we must not do
that.

Let me suggest however, that the committee might well allow for
variations in eligibility levels within a State. The services provided
under a title XIX plan appropriately begin to allow variations in
eligibility based on differences In the cost-of-living within the State.

Mr. Chairman, the suggtions I have made to change the social
security provisions of this till are neither radical when viewed in light
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of the clear needs of the Nation's elderly, nor are they a revolutionary
departure from past social security theory. Rather, I believe they are
the beginning of reform, the steps we can take now-they are fiscally
sound changes in an inadequate structure.

By increasing benefits we can provide a more secure future for mil.
lions of elderly Americans. By raising tile contribution base we dis-
tribute more equitably the cost. of tliese benefits. And, by turning
toward general revenue financing, we insure that the noncontributory
aspects of social security will be financed out of the progressive in-
come tax rather than the regressive payroll tax, easing -he burden
on middle and lower income wage earners.

The unsatisfactory and regresive features of the House welfare
provisions should be manifest. It is unfortunate that we must retrace
our steps to correct these errors. But, it seems to me, we ought not
hesitate.

We must act now to reform the archaic structure of rules and condi-
tions that impose penalties on the poor for their misfortune. We ought
to assist people to lift themselves out of poverty, with training and
jobs and income. But, it is a senseless ethic that punishes the poor, or
disrupts family life, or tears children from their mother.

The frustration of poverty, the fury induced by want in the midst
of affluence is not assuaged by foolish and debasing rules of eligibility.
We must restore sense to this legislation so that we can restore hope o
millions of people, That mandate should guide us in our'deliberations.

The CAIRMAN (presiding). Thank you for a very well thought out
and comprehensive statement, Senator Kennedy. I think you perhaps
know that some of the things you are advocating here are things that
some of us on this committee have been advocating for years ourselves.

Senator KESN wY. Yes.
Tb eCHAIRMAN. A number of times I offered amendments to raise

the minimum social security payment, looking hopefully toward some-
thing around about what $100 would be today. I see you have a
figure here. As I recall your brother offered those amendments when
he was in the Senate even before you joined us here.
Senator KENNEY. Well, Mr. Chairman, you have done a great deal

in this field. And really, together with. Senator Douglas, other mem-
bers of the committee, have led the fight to try to do something in
this fleld, And, I Just pass on my suggestions or ideas for your
consideration and the consideration of tha members.

The CHAIMAN. Some of us hdre on the committee have been trying
to provide that people on welfare could earn something to help them.
selves and keep it. We have made a little progress in that area. Not
as much as I would like to- se but we have made some headway, and
we, I believe,., will continue to move in that direction.

May I say that I believe r have had a lot- of contat~with this prob-
lem. I was rn and reared in a working neighborhood ahd my recol-
Ietion .s that both with regard to the fany of which was a part
and with regard to people among whom iny father was raitsd in a
rural. community, great numbers were successful in, oving 'ahead.
Our family had the good fortune and tried, by looking at other prOb-
lems, to help them make good use of the resources they had avaiable
to them. Sometimes Louisiana has beencriticized for being the wel-
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fare State because we did go so far in trying to take care of so many
people who through no fault of their own were very poor.

I do think that you would agree with the idea that we should not
give handouts to people where work is available to them.

Senator KzNWJY. Absolutely, Mr. Chairman.
The CHAmJTMAN. In other words, if you take it back to the old

rinoiple that existed many years ago, some fellow would come to the
b door looking for fooii because he was hunr-as a matter of
fact, my impression was that for many years hack, if a fellow was
hungry and needed some food he would have F better chance of get-
ting some if he went to the back door of someone of moderate or
poor means, than that of the rich family. They would obviously chase
him away; somebody else would invite him in and try to help him.
As often as not in the olden days the housewife would say, "Well,
there is some wood out there that needs to be cut. If you chop that
wood I will feed you." So the fellow went out and chopled some wood,
and the lady of the house fried some country ham or fixed some grits
and sat the fellow down to a p late of grits and red eye gravy. He had
something to eat and he had done some work for it,

When my father started practicing law and nining for public office,
every fellow who was panhandling on the streets figured this fellow
ought to be a great prospect. My dad worked out a deal to keep these
people just from taking that money and spending it on something
frivolous. He had an arrangement with a restaurant'so that lie could
Say, "You go in there and that fellow will feed you something and
charge it to me." That man would clean out what was left in the
kitchen and give it to this fellow and keep the cost very low. Insofar as
the House is seeking to follow that principle that. a person ought. to
do something to help themselves if it is available to them, it would seem
to me, that it does have some merit.

Now, I have supported programs the other way around where we do
not demand or expect anything of these people, but I just wonder
whether we are doing much good for them, and when a person is ca-
pable of doing some work and we fail to find something for him to do,
now there is a lot of talk-you saw these cartoons in the Washington
Post, very fine cartoons, may I say, by one of the best cartoonists in
the world, Mr Herblock, about these horrible slum conditions. I could
not help Vut think half of those people there are living on welfare
checks. As a condition of those checks why did not somebody require
those people to clean those streets up. If you are paying them, why not
get something for it even if it is oily for their own gbod. We should
be able to fn4 ways that people can help themselves even if we have
to create marginal or submarginal jobs, such as cleaning up the place,
clean up the streets, clean up the highways. We could-provide more
income for them just by subsidmng them rather than simply having
them live directly off the dole.

Now, you do not object to us trying to work out something on that?
Senator KuNmvy. No, Mr. Chairman. I have spoken a number of

times about the welfare system over the period of the last year or so
and I have been very critical. I think that it is creating an immense
problem across the country. In the city of New York, which I can use
for an example, it is $700 million a year. Over the period of the next
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3 or 4 years1 it is going to go up to probably $1.3 billion or $1.4 billion,
and it is going tObO very difficult for the city to be able to afford that
kind of a program. The answer really, is basically finding people jobs,
making them product ive members of society rather than just living on
welfare.

I do not think, if I may say so, though, the House bill will accom-
plish that. objective. I think we have to insure that there are jobs avail-
able in the areas where people are presently on welfare. You have got
them in rural areas in your State. We have them in the urban centers
in our State. I think we ltave to develop a program which is going to
make it possible to find jobs. Maybe for a period of tiie the Govern-
ment is going to have to create thase jobs. But, I would hope that after
that we can Induce the private enterprise system to be more actively
involved in this.

The cHAIRMAN. Of course, we are going to have to Stipulate that
some of these people do something. There is the old story about the
man who wanted to see the poverty conditions in Arkansas so he left
his chamber of commerce job and set out on a tour through Arkansas.
fre found an old broken-down shack and a fellow lying on the ground
out, in the front yard. The roof was about to fall in and the windows
were all broken. He said "Don't tell me that. you have lived your
whole life here like this." The old fellow says, "Not yet." [Laughter.)

Senator KENNF.DY. Well, I am sure there is some of that,
Mr. Chairman. I have bepi around a great deal and, from my own
studies, I think also that in many of these areas there are just not
jobs available. When we visited northern Mississippi, in the delta area,
there are not jobs available any more. The farmers have turned to
mechanization and for a lot, of these people, there are not jobs avail-
able

Secondly in the ghetto areas of our country there are just not jobs
available. Y think it is partially due to the fact that we have em-
phasized the welfare system for such a long period of time, over the
last 30 years, that instead of providing jobs we thought we would keep
the poor happy by giving them welfare. Now, we find the cost is too
high to pay and tooligh a burden to carry, not just the financial cost
but the cost hi human misery because the welfare system also puts a
premium on a broken home.

So you lave in Harlem Hospital lat year, for example, 0 percent
of all the births were illitimate, but at least a large part of this is
because you do not gt we fare unless the family is broken. If this man
lives in the house, you do not get welfare any more. If the woman
marries she does not get welfare any more. -. ...

So I think that system, the way we have handled welfare , is wrong
and I tliink the fact that we have relied solely on welfare mstea of
providm em p~gyment, is wrong. And I think it is w the provi-

sn bill about complolsory work for welfare re ers. I am
all in favor of men working, but .1 think we. have to take some care
if a women has children at iome. It may well be better if she does not
work, and in any event it is wrong to take her'away from her childrenand start a job Lmm aprogram,for-ajob that rnuht not exist& So I
ahn aa a ob mining pn
think a good deal of care must be taken by this committee before that
provision is aocopte.

787



80CIAL SEC RITY AMENDMENTS OF 1967

The CUAIUFAI. Well, now, here is a statement that the Secretary o
Labor has before us. He 'VIIproketit this later on in the day. tie say
that: "There has been an unprecedented increase in the number of jobs
available. The papers are full of help.wanted ads, and it is next to
impossible to get. appliances repaired or certain other kinds of work
done."

Now, I inquired of it aid my best information is that there are more
than 50,000 jobs available on police forces alone where there is difficulty
in securing enough applicants who cata qualify for the job.

Senator KENizY. Well, now, Mr. Chairnin, I will give you as an
example the school system across the United States. If children are
going to school in these areas, the ghetto areas, they have three out of
10O dances of finishing high school, and if a child finishes high school
in a ghetto area, he has a 50-50 chance of having an eighth-giade edu.
cation. The educational system does not. prepare children for those
jobs. There are vacancies in the health field, in the police force for
doctors and nurses and lawyers, but. these people are not. trained for
those kinds of jobs. They cannot. go in and get. that kind of a job, Mr.
Chairman. A man cannot. get that kind of a job at the moment. So,
what does he dot And what I say is that you have got. to provide jobs
for these people. There are just not jobs available in these areas of the
United States at the moment.

And, I am all in favor of getting people off welfare. I think that is
the only answer. We must take them off welfare and find them jobs and
have them go to work and live their lives with their wives and with-
their children, but that is not the kind of society that. we have created
here in this country over the period of last several decades. We pit
the premium on welfare, the premium on the broken family, and ve
put a premium on neglecting the fact that the man should be head of
the family and we put a premium on welfare rather than the provision
of jobs and employing people. .soil.
The CHAMMAN. Weli may I just say that the first reSponsibilit

for support of a child, I am sure you will agree, is on the pirnt I
find no fault with a mother who must apply for welfare assistance
because the father of that child could but is not doing anything tohielp
support that child, whether the child is legitimate or 1llegitiate. I
have had the experience of trying to chase those poppas down as n
young lawyer. A wife comes and wants to do something about it and
about the time I think I have it all fixed up to get. some support for
the child, then poppa leaves town. It occurs to me that maybe we can
help out in this area; maybe we can write up a tax on poppas, par-
ticularly those who.leave town to avoid the necessity of supporting
their children.

Senator KzNNEY. It. seems to me, if I may say so, Mr. Chairmani
that if we had jobs available for people, men could go to work and
their wives would not have to go on welfare.

They had a job fair out in Oakland Calif. just a short time ago,
and 16 000 people showed up for jobs. They were able to find employ-
ment f;r 280 of them. You have got unemployment or substandard
employment in the ghetto areas of the United States that ranges from
22 to 49 percent and averages 33 percent. Only two out. of five Negro
males in our ghetto areas make more than $60 a week. That is unsatis-
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factory in this country at the moment.. You have got to get, people
working but there )to Jobs. 1 have been to a lot. of these areas.

The 1iiAIRMAN. I do not. tdink we can provide all the answers to this.
Senator KP,,:s v. I do not. think the answer i.S if I may say so,

liuuishing the women or tho children. That is m, only point. 1 think
that we should support. and enact. legislaioln which wil[ find jobs for
thenw,' people, puttJing theni to work.

'I11e CHIAIIWAN. As I understand it, the louse is .eking to inove in
the direction of iroviding jobs for people on welfare. Now, tlern are
a lot of jobs that are available. You say those are not adequate anod
not, enough of them. I agree that that is probably right.

Now, in many instances people can be trained to qualify. I think
we can agree that we ought to have a training programi to train them
to qualify. If in addition to tit we create a lot, of jobs of a mar final
nature or submarginal nature we could also help. At least the welfare
recipient would be receiving more income than they would if the?,
wore simply living on welfare alone, and they wouhl be earning it.
But I would hope that. we could move in the direction of looking prac-
iall ' at these cases on (he basis of saying, "Well, now, can this per-son something for his own advantage, and if so, how can we best

make use of the Fedenl money? The answer wouhl be first, to find
them a job if one is available, Second, to train thent to a joh that might
be available. Third, to subsidize then for a job that we may even have
to cc ate, something (lnt i8a-seful--if nothing else, just picking up
the beer cans off th(e side of tie highway where they are very un.
sightly. But, I would hope that we can move in the direction of using
etfectf'ely as much of this as we can.

I saw a poll awhile back that indicated by. a 2 to I niargin most
people In thiis country seem to oppose, further increases in social secu-
rity that must be accomipailed b3 tax increases to pay for it. I do not
think anyone objects to the idea of making the best. use of what, we
have or helping sonieone to qualify himsel-f so that lie can become a
taxpayer instead of a tax consumer, and it seems to me, that if people
think we are making the best. use of this money as ani investment, to
qiialify people for the future so they will not be tax consumers but tax-
pay'ers instead, I think they would be much more inclined to go along
wilh it.

Senator K.N':iEtr. I think that. the problem is not. just in our big
Cities.- We can look at the great problem that our citizens (ace in the
Appalachia area where I have seen a considerable amount of hunger.
oe can lobk4t the delta area, as I mentioned, in the State of Misis-

sippiand looj at the Indian rrvations wletv the unemployment
ratelsUl) to 7 Lir(eiit.

I think that. 'hen we are talking abqut social %curitj4 tid talking
about. welfare t ho-i i has to ben trafinig for jobs. The empha-
si also must be-on. the Pr6'idiog of jobs if ier arelohs available for
a mn, so thlnt. he na Suplort Ins family in dignity. Ithn.ik that is the
objeito t hat ware all interested in.

'M I Woulbe lrprit l the delta are, of M!,issippi,
thou"I made a W o W rlho g 'As the state 0 ork when
may ,at. out Of 'a' 'hese PuertoRicns up other only 37 of them ever
reach college. My impression is that. the delta area of Mississippi has
that beat, even if you are only looking at the Negro area.
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Senator KENNfY. I em hasize the city so much and I talk about
Now York, Mr. Chairman, did not want, you to feel I was leaving oul
some other parts of the country. [[Aughter.]

The CRAIRMAN. I did not think that you were necessarily saying the
problem does not exist elsewhere, but-

Senator KE.NNEY. Wo have tremendous problems in the city of New
York and the other major cities of the country. My only point. W:
that it is not unique and it is a national problem not just at local prob-
loin, but. Mr. Chairman, we have tremendous profleins-

The nutARUN. Senator Anderson.
Senator KENN .DY (continuing). In my part of the country.
Senator ANDERsox. Well, Senator, I know the committee nppreei.

ates the fact. that. you paid some tribute to Senator Long who has year
in and year out advocated higher social security benefits. 1 do not have
many questions but on the top of page 3, third paragraph, you say:

To flutwo.. th[k propoml., I suggest, first. that the i-iitrlbutlon and beuiefts
hase be raised to $S.400 next January and $10.800 on Jatuary first. 1971.

In the original law back in 1935 tie tax base was $k3,000. I)o you
know how much the figure would be if we had to put that. sanio love
again now f

Senator KFENNE;in. I am sorry.
Senator ANDRsoN. About $14,00 perhaps wvouid he the bais. These

are not exorbitant bases at all. That finaneing would b vc;'y w'ryh-
while.

I have no further quest ions.
The CHAIRMA. Senator Talmadge ?
Senator Morton?
Semator Mowrox. Senator, one point that you nmlke, and I am glad

,you emphasized it, has disturbed me for many years and I know it has
disturbed members of this committee. And that is that. our pi'sent wel-
fare program, whether we intend it to do so or not, really does not. help
the family life but stimulates broken families.

Senator KENNFy. That is correct.
Senator MowroN. And as I get it from your study of the House-

passed bill, you do not feel that it does any thing or very much to
improve what we agree has been one Of the faults of this program.

eiator KENNE.Y. Right. I think, if I may say so, I think it puts a
premium on--emphasizes those provisions whi'zch have caused the
breaking of the family rather than the family unit. staying together
and thelhead of the family unit going out and finding job. Now you
get paid much more money you do much better fina nially, if you-if
the family breaks up or th1'ie children are born illegitimate, and the
man, the head of the house, (toes not work and does not stay at home.
That is the way you are going to get money from the'welfare system
and that does not. seem to me to make a great deal of sense.

Senator MoRroN. Of course, our society has changed a lot in its com-
plexity in the last 50 years but I can remember as a child that the
family unit in the Negro community, be it rural or be it urban, was a
very strong unit, and there was a great feeling of family responsibility.
Their resources were extremely meager. This I admit, But'it was
very cohesive unit.

Senator KrNimY. Yes.

790



SOCIAL SECURITY AMENDMENTS OF 1987

Senator Mowom. When old Aunt Minnie had to quit working and
she was a widow, she.was taken in by one of the nieces or nephews.
Then came the great migrations to tile cities. I think many of our pro-
grams have discouraged this family feeling that was so really out-
standing among Negro families in the South and in the border
States-

Senator Km:NNsEy. Yes.
Senator Moirro.v (continuing). During the early years of the

century.
Senator KFNNFDY. I would agree.
Senator Mowro.v. Especially prior to World War I.
Senator KPEN FDJ. I agree.
Senator MowroN. One other question, Senator, on tile social security

fitiancing that you discussd in the first part. of your statement.. In
1001 1 had a hill in the field of medicare which was financed entirely
from general revenues. Now we have a program which is partially
linance-d from trust fund and partially from genend revenues.

If we adopt a program such as you suggest so that ultimately 35
percent of social security benefits come from general revenue are we
not. going to be under terrific pressure to do away with the trust fund
entirely, put, the whole burden on the general revenue, and will this
not. give us a tremendous tax problem?

Senator KE.:nv. Well, I" would hope that. we would not. I mean,
1 would be opposed to that myself. I think that when we go up to
about, 5 percent. for the tax on salaries and 5 percent. for the employer,
we have gone almost as high as we can go on a regressive tax. I think
the benefits are going to have to increase for the recipients of social
security, just because of their cost of living, so it is going to be more
costly and, I think, to a limited extent. to go into general revenues, is
going to be almost essential if we are going to have a social security
that. means anything in the years ahead.

But, I would be opposed to the general-revenue financing, Senator.
'rhe system should remain bpically contributory. I think that what
you point out is a danger. But, it seems to me, that if we look back at the
history of the social security system and what it was intended to ac-
complish, we are not really meeting those objectives at the moment.
I understand the grea demands of the war in Vietnam. We cannot
(to all that we would like to do now, but it. seems to me that for the
future, we are going to have to get some of the funds out of general
revenues because we cannot rely just on the payroll tax.

Senator Moxrow. I think it is at matter that we have got to consider
because I agree with you, that. this is a regressive tax, and it is a tax
that finds its way into the cost. card of every industrialist, every manu-
facturer, whereas the income tax does not, and it. was a distinguished
member of this committee, former Secretary of Health, Education,
and Welfare, Senator Ribicoff, who Pointed 'out the fact that 10 per-
cent-5 percent on the part, of the employer and 5 on.the employee-
is just about all the economy can stand if we are to stay competitive.

Senator KExwmy. Yes.
Senator MoiiTow. I remember my days in business and when I

started in, the corporate income tax, I think, was 13 percent or les
than that, and at the end it was 52 percent. We never changed the

83-281 0--47--pt. 2--
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price of our products when the income tax was raised, but, if the price
of our raw materials or our labor costs went up perceptibly, we had
to raise our prices.

Senator HMNNEDY. Yes.
Senator MoNro. And tile social security tax is a wage tax and von

grind this right into your cost card aid, if you are eoanpliin,,g ;'ilih
somebody in. ngland or France for the Southk American nmatiet, it
becomes a factor.

So, I think this problem that you brIought up of ill iiately having to
transfer some to general funds certainly is something tllit someday
we are going to have to study very earetullv. yI may not be this year.

Thanl 'ou for your statement. It certainly repr.ents a lot of hard
work and I think it is of benefit to these delib-nitions of the ,.on-
,nittee.

Senator KPN.E.Dy. Thank you, Senator.
Tie C1i.uIltM.. Senator Villiams
Senalor W Lu.%mS. No questions.
Tlhe Ci.mnm.. You will notice here that the I rouse committee tv-

port, on page 103 says:
Our committee Intends that a proper evaluation be madti 4,f the slitstion of all

matters to ascertain the extent to which appropriate ciiliI c:le airraigemients
should be madevilaible so the mother con go to work. "

Indeed, under the bill tie states would be required to assimre aplprotrhate ar-
rangements for the (-are and protection of children diiring the ablsemile troll the
home of any relative performing work or reevlng I raining.

The Conmiilltee recognizes that fit sole stances where Iltert, ore several .4lall
children, for example, the best plani for the famlly may be for the nmther to
stay at home. But, even these eases would be reviewed regularly to see If the
situation had changed to the point where training or work is mipproirlte for liv
mother.

N ow, I notice in their bill that the touse provides .,470 million for
(lay care of children. I mentioned at. it hearing prior to the time you
came here, some of us have seen how the Russiansindle (heir prorm1ni
where all mothers work and they (to not have much illegiimaev. They
usually have three little sclools, one for the infants, where tlu: var e
for them. Another for children about 2 to 4 and another for clhhldren
let us say 4 to 04. I am not sure you observed it. 1 think you l)erhalps
have visited over there, have you not' "

Senator K;.NDY. Yes, I have.
Tihe Cn1.R3M.A. That is one they did not have on the guided tour lbut

it. is something they (to extremely, well. Really, if 1 do .say it, they are
teaching those children a lot of hfanily Ilisciiiline thai they might nl
havo Ien learning in the home from .some of thle mothers we areV sup-
porting on welfare iere. Tley really iave a very good day vare
program.

Now, tie best of our widows who are left with children to support
and with no visible means of income (1o go to work rather than go
on welfare, do they not ? They find someboily to hmk after their chlf(l1
even though it. might, tot be %n the kind of lay care schools and care.
centers that. we provide here. But they do fi i someone to care for
that, child or have a kindergarten to put that child while the mothers
are working.

Senator K.WNErY. When you say "the best" 1 suppose you a'e talk-
ing about ones who received ai education. You atre talking about
women that received an education and can find jobs.

792



SOCIAL SECURITY AMENDMENTS OF 1067 793

The CAHOUIMA. I would say of those that,-
Senator KENF1n. A lot do. To answer your question, a lot do.
Tho CAIRM, N. Of those widow women that you would most ad-

mire, when their husband (lies and they ar left. with some small chi-
drci, they go to work and bring a lot more income to that family than
the wonifl receive on welfare.

Senator I.'siw. I think that is not satisfactory. I do not think it
is as satisfactory as it might be in any' ease. I have seeni ihe Russian
system and I would not wait to int reduce the Russian system here in
t te United States.

The Cnimmtxx. Well, let. me say that as between two mothers,
I am not the least bit embarras.-ed to say I regard that mother as a
better one who goes to work and brings the family several Imundred
dollars a month income than one wvho simply sits there and draws
welfare checks and continues to increase the brood, may I sa), and
asks for bigger and bigger welfare checks while the other is out there
working and supporting those children to give them a better chance to
live and also to provide better for the family.

Now, maybe y'ou do not. want to regard thesm as being better, but I do.
Senator KlxiNvn'. I am not against. it, Mr. Chairman. No, it. is

difficult to say what should be done in a particular family group. f can
understand w'lhere a mother would say that because of the particular
problems that. she might have at home that she does not. want to leave
her children. Or she might find that. there are no child care centers
that ar. satisfactory in the neighborhood, and I still would have a
great (teal of adimirat ion for her even though she felt she had to go on
welfare. I just do not know whether I want. to break it. down into a
class of one group of people I admire more than the other. I think
wheorver we can, people should work. I have said that-

The CmIRmitx. I know of some of (hose kinds of mothers whose
children today are outstanding citizens of my State. Those mothers
inade tremendous sacrifices and worked hard to provide an oppor-
tunity for their children and it would seem to me as between two
approaches, to help those mothers find a way to care for those chil-
dren while they go to work is more efficient. than simply to pay them
more money, especially if they are the kind of mother who would
just, stay there and produce more and more children and ask for big-
ger and bigger welfare checks.

Senator Itxinmnv. I am in favor of that in general terms. I think
we have to then find out, whether there is an adequate child care
program and I ant very much in favor of the program that has been
suggested by the House of Representatives, but without, the Com-
pulsory features that were tied to it. I think then we have to look at
what jobs are going to be made available and I think that that creates
other kinds of problems, whether the kind of employment that is being
suggested to the mother is going to be a satisfactory kind of em-pfloyment.

Th1e CH.IRM.A. Well, we cannot. put. a mother in a job of a trained
secretary if she cannot. type and cannot take shorthand and does not
even know how to answer the telephone, but you can start out; by
putting her in such jobs where she can qualify if only keeping the
office open during the noon hour while somebody who can do those
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things takes off for lunch and pay her for the work she does during
the noon hour.

Thank you very much', Senator Kennedy. You have made a very
fine statement here. It is comprehensive, and it shows you have done
?'our homework. I hope that. all of us on this committee can say we
ilae done as much on this. Thank you very much.

Senator Kv,,NxEY. Thank you, Sir. Chairman.
The CHAIOMAN. Senator Brooke was to be the next witness and

he has to go make a speech. ie will be back.
We are happy to have with us the Secretary of Labor, the Iton-

orable W. Willard Wirtz.
Mr. Secretary. we are very pleased to have you here today and we

urge you to proceed at your own pace.

STATEMENT OF HON. W. WILLARD WIRTZ, SECRETARY OF LABOR,
ACCOMPANIED BY STANLEY H. RUTTENBERG, ASSISTANT SEC-
RETARY OF LABOR FOR MANPOWER

Secretary 'umz. Thank you very much, Mr. Chairman and mem-
bers of the committee. There is with me, Asssistant Secretary of Labor,
Stanley Ruttenberg, Assistant Secretary for Manpower, who is also
Manpower Administrator and under whose responsibility a good many
of these programs fall.

I have a statement here of some length, Mr. Chairman, and I shall
be glad to proceed in whatever way you suggest, either to read it or
to file it with the committee with the request that it be included in the
record as it is but then to summarize it. quite briefly.

The CHAIUXN. Mr. Secretary, I think it would be well if you read
your statement.. The information is something everyone of us on the
committee should be thoroughly familiar with when we vote on this
bill. I would appreciate it. if you read it. We will go along with it.

Secretary WnmTz. I started by noting some general matters involved
and then just to give you the general outline of the testimony I have
concentrated my remarks on the welfare provisions and most partic-
ularly on two points which are of general concern about them. V trust
that the national interest in the social security amendnients centers
on the proposed increase in social security benefits and the exten-
sion of medicare. With respect to these points I join Secretary Gard-
ner in urging support of the proposed 15-percent-benefit increase with
a $70 mniimum benefit, as recommended by the President, a minimum
benefit of $100 for persons who have worked 25 years or more in jobs
covered by social security; ful widow's benefits for disabled widows
of any age; a contribution and benefit. base of $7,800 in 1908, $9,000
in 1971, and $10,800 in 1074; and the inclusion of disabled social
security beneficiaries under medicare. I simply stop that, summary,
Mr. Chairman, members of the coinnittee, because to embellish it
would be only to weaken it.

I would like to incorporate by reference everything secretary Gard-
ner has said with respect to these matters. My own testimony is
directed particularly at the basic set of issues presented by the pro-
posed amendments to the welfare provisions of the Social Security
Act., particularly as they involve--to which you have been directing
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your attention-the interrelationship of the welfare program to op-
portunities for work and for training.

The coincidence of a large increase in the number of welfare bene-
ficiaries with an unprecedented increase in the availability of jobs
and at the same time with the development of an extensive manpower
training program has given rise to increased interest in the responsi-
bility of welfare recipients to accept available work and training
opportunities.

most people in this country earn their own way, and find the op-
portunity for doing it pretty good. There has been in the past, never-
theless, relatively full understanding of the incompleteness of this
opportunity for others when there were not enough jobs for all in
an economy that kept going up and down. This was particularly true
under the sensed circumstance of the inexplicable denial of equal op-
portunity to minority groups. There has been a growing conscious-
ness of common responsibility for the fact of human disadvantage
which has led in the past to not pressing very hard on the issue of
"whose fault it is."

But, there is a difference today.
The economy is in its seventh year of constant growth, and there

is confidence for the future. There has been an unprecedented increase
in the number of jobs available. The papers are full of help wanted
ads, and it is next to impossible to get appliances repaired or certain
other kinds of work done.

There are extensive training and work programs available.
Although the unemployment rates for minority groups remain in-

tolerably high, as Senator Kennedy has just pointed out, the idea of
equal employment opportunity has been written into the law and is
now much nearer a reality. But the disadvantage of inadequate train-ing is now a far more serious factor. Even if alt discriminatory hiring
practices disappeared tomorrow, and there were as many jobs avail
able as persons who need and want them, all too many could not fill
them because of lack of training.

To seem to suggest that there has been a full development of needed
opportunities for either work or training would be wrong. There has
not been. But the central elements in the situation are totally different
from what they were in the thirties, when most ofthe formative think-
ing about "welfare" programing was done. And, there is now a new
questioning of any practice which may seem to encourage anyone's
staying "on the welfare"-when there are, or appear to be, unused
work or training alternatives.

President Johnson's recommendations to the Congress, which are
embodied in H.R, 5710, recognize the desirability of expanded efforts
to increase the self-sufficiency of welfare recipients. H.R. 12080
adopted by the House, carries this idea forward: in some instances,
suggest respectfully, strongly, constructively, but in others to afault

I concur fully and therefore, simply note it, in Secretary Gardner's
testimony regarding the desirability of providing in this legislation:

For the making of plans for each welfare family which include
work and training where the circumstances warrant it;

For the expansion of work and training opportunities for wel-
fare recipients;
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For expanded day-care facilities for the children of mothers
who are or need to be working or taking training;

For the exemption, in determining offsets against welfare Pay-
ments, of (i) the first $50 a month of earned income pls one-h1alf
of any additional earnings, and (ii) all earnings of AFDO chil-
dren attending school full time (as provided in the house bill),
and

For the restoration of the $20 incentive payment for those wel-
fare recipients who accept work and training.

There are two other centrally important points here which warrant
the most careful consideration, and on which I respect fully urge act ion
different from that taken by the House.

H.R. 12080 if adopted by the House, would require that welfare
assistance be Aenied to individuals if they fail or refuse to accept work
or training opportunities unless they can show "good cause" for such
failure or refusal.

This sounds ood, and reflects an unquestionably desirable general
principle. But in my judgment, such an ab.-olute statutory condition-
ing ofwelfare payments on the acceptance of work or work training
would be unwise and impractical.

Here again, Secretary Gardner has gone into this point so fully-
and it involves considerations lying so much more wititin his province
than within mine-that detailed comment would only burden the
record. r should also like, Mr. Chairman, and members of the com-
mittee, to express the appreciation for the coincidence of the position
which I am trying to propose here with the one Senator Kennedy has
just advanced to the committee. It seems to me, it is a very constructive
note.

I note in general, nevertheless, the lesson of experience from the
administration of most of the existing work and work training pro-
grams. One of the hardest problems is getting through with these pro-
grams to those who need them most. This problem could well be
aggravated rather than made easier by a general rule of compulsory
training. There are facts of "alienation" although I am frank to say
that is a word which has come to bother me because it seems to sug-
gest a condoning of the distance and 1 do not mean that at all. I mean
simply that there is a gap here which has got to be bridged, and there
are facts, too, of difficulty of communication and lack of complete
know-how involved here which will not be met by a threat of cutting
off the individual's means of subsistence.

I do not mean to dismiss this point lightly. It bears (directly today
on much more than the administration of the welfare program. It is
related-although in a strangely reverse sort of way-to ti'e current
proposals to create millions of new jobs to relieve the problems in the
slums and ghettos-when there atre already hundreds of thousands
of jobs unfilled. It is a problem we face in administering the existing
manpower programs, when we identify as we have the number of
unfilled training slots today in some of these programs in some areas.

A century's accumulated mistakes are not going to b corrected by
shortcut solutions. There is unquestionably going to have to be more
responsibility assumed by everybody involved in this situation-by the
inigent and unemployed to Ie sure-and also by employers, labor
unions, civil rights organizations-and public agencies.
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The right answers are unfortunately undramatic. They involve going
after every single case of indigence or ignorance or unemployment or
lack of qualifications to work in individual terms. They include much
more training opportunity than is presently available; much more
participation by private employers-

The CHimxAN. Mr. Secretary, can I suspend just a moment.
All right, please proceed, sir.
Secretary Wnrrz (continuing). Suggesting that the answers, un-

dramatic as they are, do include the provision of more trainingoppor-
tunities, they include a matter of great importance, larger participation
by private employers than have so far been worked out and a much
larger acceptance by those who are disadvantaged of the training op-
portunities afforded them than they have so far shown. The right
answers do not include sentiment and they do not include softness-
but they do not include "off with their welfare" either.

Finally, as the intended point of primary emphasis in this testi-
mony, I urge the adoption of the Senate of the provisions in. H.R.
5710 for the administration of the work and training program for
welfare recipients. I do not need to emphasize this point out of con-
text of its importance but it involves a very important administra-
tive matter which if it were left unnoted at this point, could result in
very real trouble ahead.

fl.R. 5710 would make this work and training program part of the
broader work and training-or manpower-program presently in
effect.

It would not make sense to proceed, as H.R. 12080 does,. from the
idea that welfare recipients should be moved as fully as possible out
of the backwash of "welfare" and into the mainstream of training and
employment, which seems to me, ought to then go on to the conclusion
that welfare recipients' training and employment should be handled
by the welfare agencies instead of by the regular training and em-
ployment agencies which seems to me, wrong.

There is today a manpower-work and training--program admin-
istered through the Manpower Administration in the Department of
Labor in carefully worked out conjunction with other Fderal, State,
and local agencies. This present program embodies the present form
of a system (i) developed slowly over the 30-year period following
the enactment of the Wagner-Peyser Act in 1933, and (ii) has now,
I think, accomplished an effective coordination and consolidation of
the manpower programs enacted by the Congress during the past 5
years.

No one could be more acutely conscious than I am of two criticisms
of the existing manpower pror-compounded, in varying degrees,
of earlier fact and prevailing fishion:

First, that the Federal-Sftate employment system has become too old
and tired and overinstitutionalized between 1033 and 1962 to ever be
an effective agency in a war on poverty, a civil rights revolution, and
now a modernization of the welfare program; that may have been
earlier fact. I think it is only prevailing fashion. And second, that the
manpower programs adopted during the past 5 years have been left
sprawling across the landscape with the uncoordinated ineffectiveness
of an octopus with brain damage.
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f.think that may have been earlier fact. I think today it. is only

H.R, 180 appears to reflect an acceptance of these criticisms to the
extent that it would set up a new, competing and duplicating network
of work nd training facilities. It. beconies relevant to provide the com-
mittee with the most. accurate possible factual summary of the present
national manpower program.

In the interest of time this listing may rPekhaps best. be simply incor-
porated in the record Mr. Chairman. It lists the eight or nine main-owet Progms WhicA today are administered through the Manpower

dminstration of the Departmeut of Labort including the Federal-
State Employment Service, unemployment insurance program, op.
prenticeship and training program, the manpower development aid
training program, the Neighb6rhood Youth Corps program, Opera-
tion Mainstream, the new careers program the special nipact adult
work program and t66 program under title V of the Economic Oppor-
tunity A, and I welcome tie opportunity to note at tits time to this
comifftee the extent. to which these programs have now been brought
within single administration.

The CuAmRm.X. Mr. Secletary, in line with what you are saying at
that. point, your people may, have prepared some flm of one sort or
another to siow just what these programs are and what they dot and
it occurs to me that it might be well if you were to take thebest visual
aidsy0u have-"-be i.t motion picture film or something'else-and make it
available to us, not necessarily during our regular hearing hour, but
some time when we can see it and get a real-basic and rather thor-
ough understanding of just how yourr'programs work. In fact, these
television people ought to put some of.t i cii the air to show unem-
ployed people the kinds of opportunities that are available. I have
found just ordinary fallen-down shacks seem to have television sets
nowadays, and if people can be shown that there is a progaimn right
over here where they can go for Job opportunities that we might
be able tomake even better use of what you are doing now%.

Now, do you anticipate that if we make a concerted effort to try
to screen these welfare cases to see the ones that Could be put to work
constructively, that you might make a concerted effort to get these
people off of welfare insofar as possible and on the jobs?

Secretary Ywrz. Yes. Your suggestion about our not having done
enough descriptive is very well taken.

The CMLIRMA. It. niay just be that I do not know enough alout it.
Secretary Wirrz. No; you are very right.
The CIRMAN. I lhve not been" looking for a job. I Pmn trying to

keep the one I have. But for people who are looking for one, maybe
there are ways to get to them and better inform them of what i3
available here.

Secretary Wimrz. You are very right. To follow that up, I think I
CAn, for the present purposes, meet your poihit most graphically by re-
ferring to a single recent development, amid this is withi res )ect. Loth
to the first part of your question and the econd part, ma1 ke just a
passing reference to what we call the concentrated emmployinent pro-
gram.

Now, we may have made a mistake. I do not think we have wasted
any steam on the whistle. I think it has all gone into the boiler. The
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concentrated employment program is in lower case. We have kept
even the capital letters out of it because we think the country is a
little tired of acronyms that spell out words and there are lots of
projects and operations, et cetera, that I would like to toll you in a
moment what the concentrated employment program is. In 21 areas
of the ountry, hopefully with the C6ngre" approval of the Prs!.
dent's recommendation of another 1135 million, hopefully another 25
to 50 by the end of this fiscal year, we have developed this program.
We set it up on a form which is entirely local. We make a single
contract with a single local unit although that local unit involves
the local employers, the State anA the local agencies, the civil rights
groups, and so on and so forth. We make one contract with that group
into which or through which we pass funds front five or six of these
different programs.

Now, that is set up now with one contract covering five or six of
these programs and in terms of the points you emphasize, the basic
part of that program is first, that. we are going after only the disad-
vantaged and then they come in and we work with them for 2 weeks on
what we call an orientation 2 weeks during that period, figuring out
whether they can go directly into jobs, and the private employers
are cooperating with respect to that group, or whether they go into
a neighborhood youth program or go into a manpower development
and tiining program or whether they can go into an Operation Main.
stream program or into a special impact program or new careers
program.

Now, I have named six different statutes in that listing. I would
hope that we can by television or otherwise describe that situation in a
way in which it would get through. We are working to get that indi-
vidual into a situation in which we can work with him-routing him
into one or another of these various programs.

I think we have now a basis of experience which permits the full
operation of that program in terms which would not require other
statutory change beyond what was in 5710.

It would require--it would involve a stepping up of the concentrated
employment program. Our progms today include about 60 to 65
percent of what we identify as the disadvantaged or hard core This
would mean another 200 000 to 400,000 people, as nearly as we can
estimate it, coming into that grouping. So, it would represent as far
as our programs are concerndand to the extent that. they are aimed at
the disadvantaged, it, would represent about 100-percent enlargement
in that number.

It would require, in answer to your last question, changes in ad-
ministrative practice, structural changes to some extent, no other
statutory changes, would involve, in our judgment the benefits of this
debate both in the House and in the Senate, to tie extent that it is
suggested what I am surm, is a national agreement that there ought to
be nobody on welfare without training who in the practical judgment
of the country should get training, and we would count that. a larger
element than before because our manpower programs have included
the other training for other than the disadvantaged.

I would like to say to you, but it would be too broad a statement,
that everybody out of the 400,000 or 500,000 whom we would be train-
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iug would be able to leave the welfare rolls. I think that goes beyond
what I can assure as an administrative matter but I can assure you
this, in the development of these progrnns, it would mean that we
would proceed from what. I understand to be the clearly accepted na-
tional agreement that everybody who in the public interest and in the
individual's own interest ought to get. t raining or jobs will sumly have
that opportunity and will have it pirssed on him very, very strongly
or on her.

The shorter answer to your question would be that it would not
involve it basic change from the statutory standpoint. It would fit into
the present program. If there is an administrative change, it would
involve a larger epiphasis on the clearly exnessed idea that everybody
ought to take training unles-s there atr good reasons to tie contrary.

And in what I have said, I have summarized quite a bit of what was
loft in my statement, and therefore, I will be glad to follow it in de-
tail, simly noting the points I have already covered.

I have suggested on pages 9 and 10 of the document, which I woul
hope to be included in the oriinial form, the reference to four illus-
trations of the complete coordination or relatively complete coordina-
tion now of these programs. They invokve the developments by the
Departments of Labor and Health, Education, and Welfare tf ar-
rangenents tinder the MDTA. They involve the development by the
U.S. Einplo)qinent Service, the State employment services, he lum an
resources development program which I think can be fairly said, Mr.
Chairman, members of the committee, to have resulted in the last
3 or 4 years in a change in the role of the State employment service
from bNeing as it was fore, simply a job referral point, to its being
now as large as and strong an agency as this country has for the im-
provement of the position of the disadvantaged. It involves the devel-
opment of the cooperative area manpower program system under
which all Federal, State and local manpower agencies are brought
together to develop coorinated policies and programs for a partic-
ular area. Those initials do spell CAMPS, Mr. Chairman, and they
got through without my recoginzing it.

Then, they involve in the fourth place, the development of this con-
centrated employment programs. It is a conservative estimate that
almost,-and here I correct a figure in the printed statement, it ought
to be 325,000 instead of 375--a conservative estimate is only 325,000 of
the men and women, boys and girls, who are enrolled in training and
work experience of one kind or another under the manpo wer adimn-
istration programs are from the seriously disadvantage( group which
is distinguishable only in details fromthe welfare group.

More than 60,000 of the 750,000 people who have receicd traiing
in the MDTA prognims during the past 4 years have been welfare
recipents. Just in orientation and in answer to your question, that
figure of 60,000 would be increased by 200,000 to 400,000 under this
cliamige. It would mean that that. is a oMigh suggestion of the effects
of the change.

Over a quarter of the 1,100,000 participants in the Neighbwhotol
Youth Corps program (during the past 30 months) In been froin
welfare families.

It was understandable that when the community work and train-
ing program was added to the Social Security Act in 1962 it would
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be included in the welfare agencies' responsibilities. It was at that
point an experimental, voluntary program, and did not include Federal
funds for training costs (with the result that only 12 States adopted
community work and training programs).

That was before the development of an overall manpower program
(the Manpower Development and Training Act had been passed only
a few weeks before, with the appropriation of funds and the setting
up of the administrative procedures for it being still in the future).
The State employment services had not, at that time, gotten to any
appreciable extent into the hard-core or disadvantaged worker area.

That was 2 years before the enactment of the Economic Opportu-
nity Act and the establishment of the manpower programs under that
act which relate so directly to the disadvantaged worker situation.

That was before the establishment of the Manpower Administra-
tion, and the development of the various procedures and programs
which are aimed so largely at meeting the various different employ-
ment and training problems of those who, for one reason or another-
good or bad-have been left out.

So far as the question is whether additional and more effective work
and training programs are necessary to move welfare recipients onto
an independent, self-sufficient basis-and to break the inheritance and
the habit of living on welfare-the answer is that this is needed. En-
largement and increased program effectiveness of the national manpow.
er training system which would come from an expansion of the work
training program for welfare recipients contemplated in the Social
Security Amendments of 1967 offers significant new encouragement
for the development of this system.

But if the question is whether there should be another large-scale
new system-separate and apart from the present system-to meet the
work and training needs of those "on welfare2" the answer is that this
would reduce any future suggestion of "coordination" and efficiency to
utter h pocrisy. Addin just1 ne word, the proposal as the bill emerged
from the House is for the setting up of a work training, working com-
munity training manpower program to be administered through the
State welfare agencies which would be as large as or larger than the
present system. I hope I need not express or disavow any feelings or
suggestion of bureaucratic aggrandizement. It is just a deep belief
after 2 or 3 and now 4 years,-almost 5 of being charged with lack of
coordination of the present program, of feeling that to set up another
one would let me in the future never come before this group or any
other group in the Congress to promise any coordination. It would be
inipo.sible.

To believe completely in the central idea of the proposed amend-
menta-that the welfare recipient should be moved wherever possible
ot of that condition and into the mainstream of employment and self-
sufficieny-requires the rejection as totally inconsistent with that
purpose of the idea that his, or her, employment and training needs are
to be met by .welfare-instead of the established .employment and
training agencies.

I urge adoption by the committee and the Senate of the adminis-
trative provisions proposed in H.R. 5710 for the community work and
training program, paralleling this part of my testimony with See-
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rotary Gardner's testimony. They place the responsibility for welfare
activity with HEW, and manpower activity with the Department of
Labor. They provide for coordinated effort, similar in nature to many
other pieces of manpower legislation. At the local level), in particular,
they eliminate overlapping and duplicating administrative functions
and program operations.

Assistant Secretary Ruttenberg and I will welcome your questions,
and welcome an opportunity, Mr. Chairman and members of the
committee, to go further if it is your pleasure, into this matter of the
relationship of the use of work opportunity and training opportunity
to welfare entitlement, for I think it is a very large issue at present
in the future development of the individual and the national structure
in this country.

The C1IAIRMAN. Senator Morton?
Senator MorowN. Mr. Chairman, I am sorry I have to leave. I have

just one short question, Mr. Secretary. On page I of your statement-
i ought to know the answer to this bu a nit. I (1o not-you say

minimum benefits of $100 for persons who have worked for §5 yeais
or more in jobs covered by social security. Does that. mean that they
would have to be in the covered job for tei entire 25 years?

Secretary Wi'rz. It is my understanding that is true.
Senator fowroN. I was thinking about, for instance, domestic

servants who came into the social security program less than 10 years
ago although they worked as domestic servant for'grhaps, 40 years.

Secretary WRrz. This is outside my area but, I wi 11 see that ou get
a specific answer to that. I do pot know the details of the Social
Security Act well enough to know the answer to that. but we will get
an answer to you and we will make it. a part of (he committee recoil
and I will speak to the HEW people about. it. I wish I knew more
precisely.
- (The following information was received from the Department of

Labor:)
A check with HEW confirms Senator Morton's understanding: A special

minimum benefit would be given for Iong-ervice workers. It would be equal to
$4 multiplied by the number of years of coverage up to 25, so that a worker with
25 years or more of coverage will receive a benefit of at least $100 a month. For
instance, a person who has worked in an occupation for 30 years with only 10
sears of coverage, would receive a minimum Payment of $40 (10 years X $4).

The CIIAIRMAN. Senator Talmadge I
Senator TALMADOF. Mr. Secretary, I followed your statement. with

interest. and, in general I think I agree with uost of it. Iov many dif-
ferent manpower training and Nvork training lrogr ms does the
Federal Government have now?

Sec~~.y Wnrrz. There has been a discussion about that in the
Public print in the last several days about Under Secretary Cohen
aving said six or seven and with Senator Ribicoff having referred to

11. 1 have tried to analyze what figures they are using. It depends on
what breakdown you take.

On page 8 of my statement I have listed nine. That includes
unemployment insurance. And those nine are administered in the De-
partment, centrally in the Department of Labor. The only other pro-
grams which I think would come in any count, only other significant
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program, would be the vocational education p r1r1. and I do not
know whether you would count the vocational rehabilitation program
as a training proqrm. I would be inclined to. Those two, plus one
under the Fonomic Opportunities Act, namy, Job Corps.

Senator TmIM.wz. P9 they work in conjunction with the Labor
Department on their training program f It seems we have too much
of a proliferation of these training progams now. I think they
ought to be concentrated insofar as possible in one agency, the Labor
Department, since it has experience and manpower hi that field.

Now, I would not favor changing the vocational education program
because they are doing an outstandimjob and they have been in that
field perhaps longer than the Labor Dpartment has. Vocational re-
habilitation is primarily a medical matter to a large extent and I
would not favor changing that, But, it seems to me, that more of
these work training programs ought to be concentrated in one geeral
program instead of a proliferation of them. I think they offer a fertile
field for examination and concentration. By and large, I think it has
worked extremely well. If a person has the incentive to work, I think
our Federal programs now give them the opportunity. And I know,
particularly in .eorgia, the vocational education program has done
an outstanding job. Most of those students are snapped up before they
ever finish their classwork and almost 100 percent of them gt jobs
at several times the highest eam gs they have ever had lriorthereto.

I agree with you that we ought not create a new training program
under the Welfare Department which has had no experience in that
field, no manpower, no expertise in the effort. I think this training
program ought to be left m the Labor Department.

Secretary Wnnr. Senator, I appreciate your question. It permits
me to point out this. First, I should have included in my enumeration
probably the work-study program. There is a work-study program
which permits college students to take part-time work and which is
administered by HEW and it would be my general feeling that every-
body feels that that is the right place for that.

Senator TAL ADoz. I would share that view.
Secretary Wnrrz. Then I should mention, too-
Senator T"ALMw&. It is primarily an aid-to-education effort.
Sretary Wnrrz. That is right,
Senator TALMADGn. Instead-of manpower training.
Secretary Wiarz. That is right. [ should include, too, this com-

munity work and training program under the social purity amend-
inents. Now, that has been in the welfare ageacy in the 12 States but
the interesting thing is that the present situation parallels exactly your
statement of what you think it ought to be except for the'Job Corps
which is presently in BOA. And my point is this, there continues to be
a feeling that there has been no coordination of thes3 programs when
the point is that, when you set aside vocational education which, of
course, we use, the whole MDTA program works, too, but when I set
aside vocation education, social rehabilitation, the work studies for
which you did not count, everything else is presently not only coor-
dinated but most of it actually consolidated in the Manpower Admnin-
istration.

Senator TALMAPG. What percentage of those people who have had
those training programs have obtained gainful employment?
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Secretary Wmarr The figures are thew. A round figure first. About

Senator TALADz. About 75 percent. And what-
Secretary WDz. Now, let me break it down. The on-the-job train-

ing program which is part of MDTA has a placement record right now
f8 to 90 percent. The MDTA institutional programs have a present
placement record of about 75 percent plus or minus 2 or 3. The Neigh-
rhood Youth Corps in-school program is for kids who are in school

and the record there is not one of Job placement, but the record of
their not dropping out is one of the dramatic gain records in the whole
thing. Then, you go to two very tough programs, the out-of-school
Neighborhood Youth Corps program, that is the dropouts no longer
in school, and the Job Corps program. When youget to these really
tough hard-core situations, the job placement record is between 40 and
50 pecet.

Senator TALMADOE. What does it cost the Government per trainee
on these manpower training programsI

Secretary Wnrrz. Institutional training pro inm the figure is be-
tween $8 or $90 per individual. No. On-the-job traningprogr ms is
between $8 and $900 per individual. The institutional training is
currently between $1,700 and $1,800. The Neighborhood Youth Corps
averages between $200 and $400 on the in school, and around $1,500 on
the out of school.

I should add that the figures are going up for a reason which is very
relevant to the inquiry there. We are finding that, as we move into the
hard-core areas there is more of the training needed of the kind that
is involved here and we ar. therefore, adding supportive services on
these hard-core, basic education through HEW, and so forth. So, those
figures are heading up some but those are the current figures.

Senator TALMADGE. Thank you, Mr. Secretary.
Secretary Wmz. I would like to add one thing to that. The rest of

the arithmetic is that on the average the total cost is recovered in taxes
alone on the average within 3 years. In addition to all the gain which
comes to the individual and the community, in addition to getting
people off the public's backs who would be on it the rest of their lives
to the extent of $1,000 to $1,500 a year, it comes back in taxes between
8 and 5 years.

Senator TALMADGE. Thank you, Mr. Secretary. No further questions,
Mr. Chairman.

The CHAumAx. Senator Curtis?
Senator Cuirris. Mr. Secretary,,under the Manpower and Training

Act and probably some of the other programs administered by your
Department, you are permitted by law to enter into arrangements and
utiize private schools that are operated for profit, are you not?

Secretary Wnrrz. There is a provision in the statute which provides
that we shall use the public agencies where those services are available
and can turn to private agencies where those services are not available
or the private agencies can provide substantially equivalent training at
comparable cost. You are talking about the vocational education train-
int institution, I think.

Senator Cuwns. I have in mind some of our well-established-some
of them are quite old-business and commercial schools to train sere-
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taries Many of them are privately owned and run for profit but have
very fine records. Are they utilized?

Secretary Wmrz. Very little. I should make it clear that the arrange-
ment under MDTA is that all the institutional training we must con-
tract for with HEW.

Senator CURTIs. But, you are the parent agency.
Secretary WiTz. HEW would not say that and I guess I would not

either. The statute does provide that mnstitutional training shall be
supplied by HEW and the vocational education system, so when it
comes to who provides the training, ours would not be a paeof agency.
But I think-I do not mean to fuzzy up the answer to your question.
It is my impression-that regardless of whose decision it is, almost all
of the MDTA institutional training is through the vocational edu-
cation agencies. I would like to check with Mr. Ruttenberg to confirm
that. I am advised that in calendar year 1966 there was a total of
163,000 enrollees in institutional training under title II of MDTA,
7,858 of whom were enrolled in private institutions. The statute does,
however place priority emphasis on the vocational education system.

Senator Cuwrrs. Weal, I have been hearing from some of these private
schools and they are good institutions and I hope the time never comes
in the United States when something that is run for profit is not worth
considering. And it is their opinion that the existing law does permit
them to participate and that some of the language in the House bill
throws some doubt on it.

Secretary WRTZ. Sir, I have no disagreement with that proposition,and under the experimental and demonstration provision in title I
of the MDTA, we have a larger license. As evidence of the support of
the position which you have just suggested, we have, within the last
3 months, made training program contracts with private firms in nine
cities. We are goag along the line we are talking about. We are now
experimenting with simply making a training contract directly with
a private corporation. We let out what were in effect bids. About 46.

Senator Cifnrs. Now, that is an employer corporation ?
Secretary Wnmz. No. It is a training corporation.
Senator Cuwr. In other words, a privately owned school. I think

for the most part thatthey come under the on-the-job training.
Secretary Wiwrz. These contracts are experimental, to explore ex-

actly the possibilities we are talking about here. They provide not
only for institutional training but also include provisions for sup-
portive services of one kind or another. I will supply for the record, a
I'St. of those contracting parties unless you have it, Mr. Ruttenberg.

There are nine of these experimental contracts with private firms.
(Pursuant to the above disussion the Department of Labor sub-

mitted the following material:)
(For release 10:30 a.m., Tuesday. June 27, 1907J

Nzws FoM U.S. DEPART NET or LABOR, W. WILLARD WaM, SECRETARY

UNIQUE PROGRAM WILL HELP 0,280 JOBLESS PERSONS IN 10 CITIES

Labor Secretary W. Willard Wirtz and heads of six private firms and a public
school system today signed contracts to prepare 0,230 bard-core unemployed In
10 cities for full-time employment.

The 10 contracts mark the first time private companies will engage in a total
effort to Improve the employability of the hard-core Jobless and disadvantaged
under the Manpower Development and Training Act.
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The cities, sponsorlng agencies and the number of persons who will receive
Job assistance are:

Philadelphia, Philco Ford Corp 800 rainees,
Kansas Oty, Training Corporadon of America,- Inc.; 800 trainees.
Pitsburgh, Westinghouse Learning Corp., 720 trainees.
Atlanta, Atlanta Public Schools, 800 trainees.
Chicago, Brunswick Corp., 800 trainees.
Washington, D.C., Institute of Computer Technology, Inc., 30 trainees.
Houston Management Systems Co., 450 trainees.
Baltimore, Westinghouse Learning Corp., 800 tra nees.
Detroit, Management Systems Co., 450 trainees.
Los Angeles, Management Systems Co., 45Q traluees.-

Secretary Wirtz sod that the "central Idea of the program Is to use the
InnoveAlve ability of prlvtte Industry for solving, as effectively as possible, the
myriad problems blocking the disadvantaged from productive employment."

In line with this aim, the 10 programs though all different In approach, will
provide enrollees with counseling, testing, training, and follow-up services.

In addition,-each program will:
Employ its own curriculum design, Including the use of program learning

and other advanced teaching techniques.
Allow for re-cycling an individual who might drop out. The purpose of

this is to insure max imum success In,reaching the hardest cases.
Seek out the mzet difficult of hard-core unemployed, in keeping with Presi-

dont Johnson's call to "help those with the greatest need.'
Evaluate Its own program so that the Labor Department will be Able to

weigh the relative merits of- the different manpower approaches .used by
each project.

Contractors will also be'required to enlist the cooperation of exIsting manpower
programs in the dity and assistance of the business community in opening ui
on-the-job training slots.

The State Employment Service will handle recruitment of enrollees, referring
the "hardest of the hard-core disadvantaged" to the projee.

The Depaftment of Labor Is providing $14.5 million for the 10 contret. which
will ruti for 18 Rontha.,Here Is a ety-by-clty breakdown of tho funding:
, Los Angeles, $1,294,840; Houston, $1,270,604; ashingtonj D.C., $749,00;

Philadelphia, $1, 1 Chicago, $2,425,606; Atlanta, $1,203,014: Kansas City,
$296,000; Pittsburgh, $1,194,882, Baltimore, $1,185,068; and Detroit, $1,204,840.

The Departmentof Health, EduCation and Welfare participated In selecting
the 10 project and In setting up program guidelines.

Signing the contracts with Secretary Wirts were: Robert FIekes, President,
Philco-Ford Corp., and Vice President, Ford Motor Co., Donald I. McGannon,
President, Westinghouse Learning Corp., Westinghouse Broadcasting Co.; W. A.
Strauss, President, Northern Natural Gas and Management Systems Co.; John
I. Hanigan, President, Brunswlck'Corp.; Albert Kreget, President, Institute of
Computer Technology, Inc.; 3. P.:Chambers, President, Training Corp. of Am,'-
ica; and Dr. John W. Letson, Superintendent, Atlanta Public Schools.

Also attending the ceremony were Assistant Secretary of Labor Stanley H.
Ruttenberg; Administrator of the Bureau of Employment Security, Robert C.
Goodwin; Bureau of Apprenticeship-and Training Administrator, Hugh 0. Mur-
phy; members of the 4-member review team that selected the 10 projects: Cynthia
Deuterman, EW, and Ace Wilder, Merlin Taylor and Rita Dwyer, all of the
Labor Department; and other representatives of the contracting organizations.

Senator CuwRms. Now, Mr. Seretary, you spoke at length about pro-
viding opportunities for the disadvantaged. I am aware that. the anti-
poverty programs are not under your jurisdiction, but I cannot resist
this opportunity to call something to your attention because you are a
member of the Cabinet and sit hi thehigh councils of Government.

I believe we have a very serious problem in this country of poor peo-
ple being letdown and disappointed and disillusioned by promisesor at
least implied, promises of the Government that are never fulfilled. I
think one of the frustrations expressed is that programs are talked
about but that is all that ever happens.
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A year ago I called to the attention of the committee in a meeting
her of a young lady in Washingon, a colored lady, of excellent chr..
acrer. Her mother and father had worked very hard to maintain the
family. None of them has ever been engaged i rock-throwing or loot-
irg or being obnoxious. Excellent citizens. And a year ago e went
down to apply for some Government job that had been provided for
people who needed it people who need it very badly. She was advised
in substance that she could not be considered because she was not a
juvenile delinquent. This summer-

Secretary WnMM That she could not get the job because she was not a
juvenile delinquent?

Senator C . Yes. £
Secretary Wun7. Thank yo
Senator Cu s. Now, tis summer she had completed 1 year of col-

lege. She went down to one of these agencies set up, spending a lot of
the taxpayers' money, that is suppose to help people. She had an
interview and she came away fully-believing that she was to get a job

as a teacher's.. aide in one of these temporary programs going on in
Washington. NotMn happened.

I myself, not my staff, took the telephone. I called this office. I asked
for tlhe man who runs it. He was not available. I asked who I was
talking to. They said it was his secretary. I gave the young lady's
name. I told them of this promise and that she had not heard. I said
will you please call her up. A promise was given that she would be
calledon the telephone.

Nobody ever-called her. Weeks went by. So, some weeks later I made
the second call to the same office, with the same story. Oh, yes, we will
call her up. They never called her up at all and haven't to this day.

I am of the opinion hat this Government is getting itself in a po-
sition with so man programs running in so many different directions
that the taxpayers - funds are being consumed by overhead, plus ap-
peasement of some people whose worthiness might be doubted, and
that we are developing a very unfair situation to some of our citizens.

Now, I understand that you are not in charge of that program and I
am not going to press you for comment but. could not resist this op-
portundty to tell a member of the Cabinet about this.

Secretary Wnrz. Will you permit me to commentI
Senator CURTIS. Yes.
Secretary Wiwr. My first inclination is, of course, surprise, but that

is not the reaction I am going to express. With respect to the indi-
vidual case, those facts could -have only one answer and that is that
they are &mpletely unjustified (nd if dy partof what you said hap-
Pened, it should b6 redressed and I think immediately.

But, Senator Curtis, I would like to draw on your comments for a
broader comment, You hav cast your criticism in terms of the Gov-
ernment, I am replying'the Federal Government. I think.

Senator Cu s. Yes. *
Secretary Wnmrr. I should rather turn it and say that I suspect that.

to whatever extent, what you say what you attribute to the Federal
Government. has been the fault 61 the whole country in the last 4 or 5
years all of us have let down some people to whom we held out very
high Lopes and expectations. I suspect this girl was one of them. I

88-231 O--T--pt. 2----6
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do not doubt what you say has happen, d in the Federal Government,
I suspect it has happened in State gov .Mnents, Beyond that I
it ha ha ned on th of private employers. I suspect it ha
pened on the part of labor unions. I suspect it has happened on e
part of churches. I suspect it has happened on the part of schools. I
suspect that the great national misfortune of the last 3 or 4 years is
that there has been too much frustration of the promise that seemed
to be carried.

I suspect that it iq very important that for the very reasons you say,
we do everything we can not to meet riots but to meet the frustrations
and the hoies o the individuals who did not riot and about whom you
are talking - and therefore, Senator Curtis, instead of responding inantagonistic terms I should like Isnply to suggest that I suspect that
what you say has happened he hearsand he minds and actions of
too many people who have said we now believe i equality of opportu-
nity but who have not yet practiced what they preach.

Ido not believe it is the Federal Government alone. I think of the
Government as a fairly faithful embodiment, from experience, em-
bodiments of the stren and the weaknesses of the country as a
whole. I would hope that--I would like to take the moral of what you
say as a national rather than a governmental moral. I do not believe in
State rights and Federal responsibilities. I believe in national responsi-
bilities.I think it is a pretty good moral for all of our guidance.

Senator CumRIs. I will not take the time of the committee to engage
in debate. I can agree with you to degree I do not accept the premise
that nobody is to blame but everybody is. That is even applied to
cases where somebody murders the President. It is the theory that all
people are to blame. Ido not. accept any such thing.

S eoretary Whrz. If you found that m what! said-
Senator Crns. No, no. I said I agree with you to a degree, but I do

not accept the premise that everybody is guilty but nobody in particu-
lar is responsible for their own acts.

Now, Mr. Chairman, I have a few questions here that were submitted
by the minority leader Mr.'Dirksen. I will submit them after asking
about one and that is the reason I am taking a little more time.

He has turned over to me a copy of a letter written by the Midwest
Cement Pipe Lining Co., Inc. of Crossville, Ill. Mr. Henry J. Wallace,
president, to Mr. Robert C. doodwin U.S. Employment Service, U.S.

apartment of Labor, Bureau of Employment Security, Washing-
ton, D.C.

Dzu M. GooDwIN: Thought you might be interested in how the state of
Illinols, "Employment Division" at Harrisburg, Illinois, handles calls for people
to work.

We recently called for three or four men to help us through a bind and pos-
sible permanent employment. When we told the gentleman our starting wages,
fringe benefits, etc. he grunted a bit and then frankly told us we did not pay
enough to take his time to refer any men to us. He said: "Men can get more by
drawing 'Unemployment Compensation' under the new laws than you are willing
to start them out. I cannot ask men to make a sacrifice to work under such con-
ditions." Just think-we employers are paying this department of bureaucracy
to say this I

This is positive proof that welfarism is now an occupation-paid for by em-
ployers to allow men to become loafers while we must work and sweat and dO
without to pay their "loafing" bill. The pool halls, bars, and lodge balls are full
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of them every day. No wonder the cities are having riots. Riots bring in more
"loafing" money for more welfarism.

Why not try a work.in; instead of the sit-ins and riots?
Hr.NY J. WALAcL. Pretient.

Here is Mr. Dirksen's first question, Mr. Secretary. The House of
Representatives in approving H.R. 12080, included some new provi-
sions that affected recipients of aid for dependent children. The pur-
pose of these new provisions is to get more people off the welfare iolls
and on employment rolls. In order to achieve this very worthwhile
goal, the House imposed some stringent, but I believe necessary re-
quirements. I say necessary because t6day these recipients could go to
work but choose not to do so.

Mr. Dirksen's question is now, do you support the AFDC section of
H.R. 12080? That means that as written by the House.

Secretary Wuwrz. My testimony is in opposition to that provision
and it is in support, rather, of the provision in H.R. 5710. I think that
the purpose which Senator Dirksen refers to, although not the corre-
spondent whose views, I do not know, but I believe the purposes to
which Senator Dirksen refers will be much more effectively met by
provisions of H.R. 6710 than they would by 12080.

Senator Cuwris. Mr. Chairman, in deference to the other members
here, Mr. Dirksen has submitted some questions about a number of
items, including the amounts paid to trainees, how they arrive at rum-
ber of unemployed, et cetera, and I ask that they be submitted to the
Secretary and that the questions and answers be printed as though
they were propounded.

The CHAinmAN. Yes. Without objection.
I think that would assist us in getting on with the hearing.
(Questions of Senators submitted to the Department of Labor

through the chairman, with answers supplied by the Department, ap-
pear at page 821.)

The CHmiMAN. Mr. Secretary, most of the controversy I have
heard about this bill seems to center around the House provision
requiring that the welfare payment be reduced or denied where the in-
dividual involved refuses work or training without showing good
cause.

Now, I find that this good cause provision is a part of the law
now. It has been there since 1961. I am looking at compilation of
social security laws, section 407 of the Social Security Act. This is
"Benefits for Dependent Children of Unemployed Parent," and it
iequires that, there be a provision in the State plan for denying aid
to families with dependent children for as long as the unemployed
parent refuses without good cause, to undergo retraining, or accept
employment.

Now, that is in the law.
Secretary Wirrz. Woll-
The CHAMMAN. It has been there since 1961.
Secretary Wnmz. You see, and perhaps, Mr. Chairman, that is

part of the basis on which I have just answered Senator Curtis,
that I think the purposes can be much more fully achieved by a
different approach than they were by that one. I do not mean to
take advantage of that situation, though.
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You se, that law in 1961 provided that the States could volun-
tarily set up programs of this kind. Very few of them did; only
12. 1 have checked to find that there are only between 12,000 or
14,000 people in training today under those community work-train.
ing programs. In short, my answer is that that did not work. That
approach did not work. Aid I do not think it will work.

I think a much larger scale training program which is advanced
with that same purpose in mind will prove much more effective
than this situation.

The CHAnrAN. Well I note that the administration's bill-and
this is one of the amendments Senator Williams asked the admini-
stration to come down with to show what tle administration's rec-
ommendations are--has this provision. I am looking at page 201,
line 22. It says-

Secretary Wurrz. Page 10?
The CHAMMAN. Page 201, line 22 of the bill before us. This is a

committee print showing administration recommendations for
amendments. This is an administration-recommended amendment. It
provides for entering into agreement with the Secretary of Labor
et cetera, and goes on to say: "(b) "-line 22, page 201, line 22 o
this print-"that such aid will not be denied by reason of such referral
or by reason of refusal of such individuals to perform any such work
if he has good cause for such refusal."

Now, that is putting it in somewhat different language, but I take
that to mean the same thing, that if the person does not have good
cause to refuse work, that he would-he will-be denied welfare aid
or will only get a part of aid that would otherwise be available.

Now, does not that mean the same thing?
Secretary WmTz. Mr. Chairman, I am frank to say that I think the

building up of a different, a basic difference, about this particular
issue has done disservice to the common agreement or to the evidence
of the common agreement which has developed. I do not believe there
is really much basic difference among us about what ought to be done
in these situations. I think when we come to the case of a mother of
threi children, the kind of mother who probably ought to be with those
children rather than working, we would all come to pretty much the
same agreement about what ought to be done in that case. When
we come to another situation in which there is a loafer and the ques.
tion is whether they ought to be given the hotfoot by insisting on train-
ing or work, I do not think we would resolve different cases the same
w aythinkk the objection, and in my judgment very well taken, is against

what appears to be in 12080 simply a flat off-with-their-heads or off-
with-the-welfare kind of approach as a general statutory insistence.

The differenc-you are dead right-the difference between what
different people feel about this what the chairman of the House Ways
and Means Committee has saiA what you have said, what the rest of
us have said, is a very minor difference. There is complete subscrig-
tion today to the idea that with the economy going as it is, with t e
training programs available, with the jobs available, we have got
to got out of this rut of inherited welfareThere is just complete agree-
ment on that And the disagreement comes down to a fairly fine point,
as to whether there should be a flat statutory prohibition.
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Now, I do not mean to give away objections that I have to the 12080.
I think they have given the content-the language and content-of the
12080 items to a much flatter statutory prohibition than is a good
thing, but I mean it in the best of good faith when I say to Senator Cur-
tis in answer to Senator Dirksen's question, I think there will be more
training done under the approach in the original House bill than the
one in 12080.

Thie CHA3IMx. Now, Senator Anderson was impressed by your
statement here on page 12, that you believe completely in the central
idea of the proposed amendmenis, that. tie welfare recipients should
be moved wherever possible out oi that condition and into the main-
streon of employment and self-sufficiency, requiring the rejection as
totally inconsistent with that. purpose, of the idea that his or lier
emnployment and training needs are to be met by welfare instead of
the established employment and training agencies.

Now his reaction wt-t, to ask, are you opposed to this bill? As it
stands before us on balance? Are you against it, or, if not, will you
submit amendments to meet your objections?

Secretary WRTA. Well, our objections would be met or our points
served by the provisions of 5710, by the original provisions of 5710.
In the form of 12080, those provisions would-have to be adjusted and
we would be glad to supply them. They would be the same in approach
that 5710 prove ides. They would include the kind of language to which
you have just referred there. They would embody this point which I
tave been making and I think the argument about tile difference has

been greatly exaggerated.
In answer to-fie question we would be in favor of the provision

relating to training and work and welfare as provided in 5710 which
could be brought in here without basic readjustment.

The ChaAIRUA.x. W ell, now if after considering your suggestion the
committee and the Senate did not see fit to agree to it, would you be
for or against. the bill?

Secretary Wur-z. That. is making training compulsory?
The CHAIR3MA. As a key provision in the Houso-
Secretary WiRTz. You ask-
The CHAIRAtN. This says only in "appropriate" cases. In that re-

gard it says, "for development of a program for each appropriate
relative and dependent child receiving aid under the plan and each
appropriate individual living in the same home as the relative and
cliid receiving aid."

Now, the administration bill itself provides for referral of all ap -
propriate individuals who have attained the age of 16. They are talk-
ing about appropriate cases, just as you are. They aren't talking about
cases that aie not found to be appropriate for retraining or f6r jobs.

Would you be against that bill if your modification is not agreed to?
Secetary Wiurz. Tie easy answer would be "no," but. that isn't my

answer. I think at this point in time t the development of the training
program for about a million or a million and a half t.o 2 million in-
dividuals is put on the basis of you train or you don't get welfare. I
think the reaction to it. will be so negative in terms of the accomplish-
Inents of its purpose that I would recommend against the approval
of that provision all the way. I don't believe it is ecessary. I think
it just. is that serious.
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'May I offer one illustration of the importance of it. and it. ties in
so closely with your questioning with Senator Kennedy. To tell these
people they have to train or have to take work of one kind or an.
other-we have seen their reactions. On the other hand, here in the
District of Columbia when a group of some 1,100 boys, Negro boys,
decided to spend the month of August in improving this situation,
they did exactly the kind of work that. you are talking about and when
asked by a congressional committee, why do you do ti ts kind of thing
when you have rejected it as being the wrong kind of work, they said
it is bbeause we are doing this ourselves under a program over which
we have some control.

Mr. Chairman, those 1,100 boys would have refused to clean up
alleys if they had been told, "You do this-or else." There is a very
basic point, and they are doing it as part of a program which has
a different spirit.

I would answer your question the hard way. I would be against the
bill if it. conditions all training on this approach as 12080 does.

The CHAIRMAN. Well, we are interested in getting the job done,
Mr. Secretary, just as you are.

Secretary WiwrZ. Sure.
The Ci HmA N. And, of course, this legislative process is such that

you, at the executive level, recommend something and then the House
committee studies it, and after they have heard what you irconiniend
and ask some questions about it, they write what they think the law
should be. If you don't like their Idea, you get a second shot at them
at the time it comes over here. You can say what you think of their
idea. They have said what they thought of yours, and now you can
say what you think of theirs. And we can take a good look'at your
arguments and theirs and work out which is the most effective.

Secretary W1wrz. You know, I would not put the position in the
form in which I did if it were not for the question which you put. to
me in the form in which you put it. But it is that important, Mr.
Chairman.

The CimAmAN. Here is one thing. When we have someone who has
no job and no one can find a job for him, and we find he has been
trained the most that he can be but still can't find work, it appear, to
me we should try to find some way to subsidize him if need be to put
that person on some job. Now, when we are providing submarginal
jobs, do we really-are you so absolutely sold on this minimum wage
and prevailing wage concept?

Do you really think we ought to insist on a prevailing wage and aminimum wage in a situation where we are actually subsidizing a per-
son to put him on some job? What I have in mind is that. after 20
ears of the minimum wage, on these very marginal jobs, such as
eling to kep the streets clean, beyond what tie ordinary public.

services provide, and helping to keep ihe highways clean, as an exam-
ple helping to move some garbage th at ordinrily wouldn't be moved
and a great number of other things that ordinarily you just can't find
economic justification for, would you still insist that we have to pro-
vide a minimum wage for that, type work ?

Secretary Wrmrz. When you put it in the form of an exemption or
whether you are covered by the minimum wage or not, you put it in a
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vo3ry hard form for ie to answer bluntly, but my longer answer will
compe out I think in the gener~da at of your own position. I think
it. would he a givait mistake for its to dilte the American standard of
living b~y Carving out- Iarmo excep~tionis to time minimdum wage law. That
i.1 the( rea1s1on1 We 111%V it. ?Ne of thie reasons we have a higher standard
of living ill this country than in Japan, for example, is that there
a body is ('itlolEy (11t a13 ats anl(l so fort n s n

at 111 1 woul deal very, very- gingerly willh making any excep-
tiomis to tile illinill11 waoge.

1 1)01111 Out at I lie Samie tim ha(it. jdivsieahly and nwtiitally. hiandi-
tCijelppt'so *24I9work at lower wages Nlan the shltutor3' minimum
WAge. Pepego to school at Sutib-1t :i illy leM-1 luau the Iliiinuin
ini..e, ill filet, they are paving fol it iiisteadI of tile Other wayl around.

I atcomning, Alr. (liairianii to the point that I think thlere has got
to) Iv'a ieomnit ion of tlie filct thlat there ar Some ponic )le wh-]o wiill not
he viemplove 5 at thle minminu walge if it is applied to II icin, antd that is
at mmistak . I tlhik t here are- het icr ways of approaching t heir priobilemn
Ilim to make exceptions to the iiunini wa.,ge.

Weare approacltihig it from 1testandpoint of on-thle-job trainling, of
C (overiiwiitsu .IIsidv to) cover tliat Situatilon. TIhiat would have mu11ch

to volinajwnd it aIs agal list, il 1my3 judgilcit filhe exceptions to thec milli-
intunm wage.

I think that1 it '18 illiinbenit Onl US, espcially if this welfare0 pro0gam
is moved along thitlihies that aroe proposed in .6,1O0, it is incumbent
u1pon its inl connect ionl with the training program to iiwet their prOl)-
lent inl at way (liffereltt from what we have before. Now we won't trails
anybody0% for. a job whichl oos not have a miniimuim wage prospect at
ilic' eiil. We Would halV to exchange i-t Iatileh under y'ourl program to
which youl refer.

Iii46 Mhr Mr. Chairman, it Seems to lite we have got to reognize tlte
fact thalt dIem-c are people wi in, cannot perform Inl a private s-it ation
at. a Iliiiutinil With prolit to anl employer and that that. situation has to
be) niet, ankd I think it, call be.

'The (1 mIAIiuMi.. W1ell, hlere is just1 tile typIe Of Situation that. occurs
to me. t's. mistie that you have got some I inber 1Imck here, and only
One road " gong to it. hlere is an 01(1 settler with his. humble, home right,
01n thalt r.omd. Now let's mcmuimim (li111 area Mis j'laued by timber thieves.
People ~o ill there and the03' utsutally try to ilake it. a point not to cut
across Ite linie onl that Federal Governnit propecrty because tite Fed-
eral ovrmettaecosdrbepains to try to catch timber thieves
Onl Iederith property aiid haul11s theml .50 muldleaway frolntteir. holme
11h1ere the' Mayl hlave re]ltives Onl theC jutry, to try3 tilem) inl a Federl

Butt. they usually try to make at point of cuttig over private prop-
IVY Wh err thlis proluleii (hoesnit involve tiete, and it would seem to

mev t111 t i ofuiud just pay' what yo0u arev golig to pay in wehfare to
the~ simerith' and let hiim iadd soniehilimg to it an1d just, pay this Per-sonl
Soniethin11g, %'OiI can give himi a responsibility just to watchl for' people
going in t lien.' an1d inqireih What their busuiie.ss. is when they go back onl
thiis property and start hauling timber out of there

Nothat personi coild( cam-n1 solethking to suk pp1liuCnt WiS welfare.
l1e couldd actulallyv be drawing pay and perhaps hie might icrease his
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welfare by $30 or $40 a month. He is not doing anything most of the
time, but he has responsibilities on that property back there.

Now, that type of thing, it would seem to me, wouldn't justify mini.
mum wage but it would justify something more than lie gets for
just a welfare check.

Secretary WiwTz. That case would not be covered today by a mini.
mum wage law. There are a great many situations of that kind which
would not be.

The CuEuaRMAN. You aren't opposed to that type of thing.
Secretary Wumz. No, I am not. Especially at the end of a century

like the last century which has created as much fallout of disadvan-
tage as this one has, it would be sheer stupidity for us to take the posi-
tion that nobody is to work on anything at less than $1.40 an hour
and nobody is going to train at less than that. That is intolerable.
I think it is essential that we find our answer to that in a way which
does not undercut the sound principle of a standard of living which
the minimum wage law brings in, but I am saying that I think that
the meeting of this problem has got to take account of that situation
and that need.

I think it can be done in better ways than exceptions to the mini-
mum wage law. I think it can be done in your case by recognizing those
situations which are outside the minimum wage law. I think it can
be done in the case of those people who are training through a period,
and that is the case that most of us like to think about, who are t raining
through a period until they can earn a minimum wage. I think it
can be- done by on-the-job training subsidies, because that is what

-they really are, picking up part of the cost. of training, just as we do
in the public schools.

Now, the hardest question of all is with respect to those people
who will never make it above the point where they can be worth $1.40
or $1.60 1 think we have got to recognize that, too.

The CHAIRMAN. As I understand the House committee report, the
committee urges that the Secretary of Labor classify beneficiaries of
this program as not being included under the Federal minimum wage
law. They want you to classify certain types of work here out from
under the minimum wage. Do you find any problem with regard to
that suggestion I

Secretary WiwTz. Oh, yes. I think that that would be as a statutory
requirement exceedingly dangerous because what that. would mean
would be that there could be, tlen, a wholesale exception-if you take
the on-the-job training situation-that would permit. an employer to
fill, at least as there are no exceptions there, permit an employer to fill
all of his jobs with less than mninimum wage people because of (his
during this on-the-job training period.

Now, if what we are talking about is the matter of making training
programs, institutional training programs, fall outside the minimum
wage law, they already are, Mr. Chairman. So that the principle again
can be served, the flat requirement that, all of the work-in-training
programs be exceptions to the minimum wage law, would present us
with difficulties. Administratively we can do that now. There is no
restraint. So I would be opposed to a flat statutory requirement of that
kind.
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The CHAMMAN. The sort of thing that has been suggested to me is
that with regard to the people over 65, there are perhaps 200,000
people who might be made productive on a marginal or submarginal
basis. I do not mean for example, that he should be climbing on a
rooftop nailing boards in the hot sun, but maybe lie might be able to
pass something up to somebody who is up on that. rooftop, or cleaning
tip the streets, getting rid of the dead (ogs off the highways, a few
things of that sort.

Secretary lniTrz. Mr. Chairman, what you just suggested, you
would not think-your father and mine, neither of them is here--
but the idea of their picking up dead rats and cats and cleaning up thestlvets after they are 65 at less than a minimum wage, we cant stand
for that. I think we can put it in terms of older people to point up
the poignancy which affects and should affect the matter.

You]now, it is not just. what. they are doing. Oil, I must, say the
whole idea of finding the answer to the seriously disadvantaged in
dirty work in some ways just cuts across my grain, dirty work at less
than the mininuni wage. We are compounding this problem as we go
along.

Now,.I think it can be met, but I think to put it in terms of the
possibility of employing 200,000 older people gets both you and me
into trouble with some of our prhcipes. I don't think that is the
answer. I think that work should be done, as a matter of fact, ought
to be paid a lot more than the jobs some of us have because it. is more
unpleasant work, but the world isn't made up that way, and we
know it.

I think a requirement which in its terms would mean that. a person
who is in the position lie is-perhaps it is his own fault, perhaps it is
mine, Senator Cutis perhaps notwithstanding-which is that lie can't
be a good employee, and to put him at cleaning up rats, dead rats, out of
the streets at less than the minimum wage doesn t strike me as the coin-
pact that the people in this country made with each other.

The CMIR.MAN. Well, Mr. Secretary from time to time I go walk-
ing in my neighborhood, just walking for exercise, and I dont. like to
see empty cans-

Secretary Wjmrr. I don't, either.
Thie CnIAIM.IN (continuig). In a nice neighborhood, I pick them up

and if I had-I guess it might look a little degrading for a U.S. Sen-
ator to carry a mck along, but as many as I can put in my pockets or
calTy in Ily owi hands, I pick them up and carry them away to a trash

I was talking to one of the officials high in the same administration
of which you are a part, and he tells tie that lie and his wife get out.
there and hell) clean i) those streets in their spare time because they
want thie place to be clean.

NXow, if a U.S. Senator and a mmcnber at sub-Cabinet level of this ad-
ministration can do it, why is it so degrading for somebody living at
public expense to do soI
Secretary Wirz. That is exactly what the 1,100 boys spent August.doing, auidyV point is that it. will Ie done, that it does lpvid perliaps

a 1iargin of error as far as these things are concerned, but to (to it by
way of simply providing a statute tliat you, because of your condi-

815



SOCIAL SECURr= AMENDM ENTS OF 1967

ti4 are going to have to pick up dirt in the streets at less than $1.40
an hour, Mr. Chairman, I think that is the wrong approach to it. I
think the reaction against that will defeat the purpose of the program,
and I think-I was trying to suggest earlier a different approach taken
to it will have a result which is lustrated by what the boys have done
here in Washington in August, in the organization Pride.

The CHImAN. The thing I am concerned about, Mr. Secretary, is
this suggestion-and the people we are talking about in this bill the
House sent us are all under 65--that, (a) they shouldn't do anything
unless they want to do it, and (b) that they really wouldn't be but
about $10 or $15 better off than they would be if they sta ed in their
home, where they didn't do so much as slap a mosquito. That really
doesn t provide as much incentive as it would if you said, Look, we
have go a job here for you. _

Even if it is not a good paying job, if it is something that is well
within your capabilities and we would expect you to do that before yon
do something else.

Now, you can talk all you want about dirty jobs. Somebody has to do
it. I have done a lot of it myself just aroundthe house or in the neigh-
borhood because I would rather do it myself than ask somebody else
to do it, But when people want the taxpayers to support them, I would
think they certainly ought to be willing to do something for it.

Secretary Whz. I like the basis on which you put it, that there is an
obligation on your part which you observe to pick up those beer cans
when you see them.I would like to see a similar approach to the whole
thing. The difference isn't whether people don't want to work, and it is
not that I suggest these offers about dirty work or anything of that
kind. It is just a question of whether you can ge more people in this
country who ought to be trained and employed, whether you can get
them trained or employed by passing a statute which says, your chil-
dren and you won't get any money on welfare unless you do this. That
is one approach. Or whether you set. up an approach to that same prob-
lem which emphasizes the necessity of administering it that way.

All I am saying is that the line is comparatively narrow as far as the
difference in approach is concerned except for that fact of saying you
are just not going to get it unless you clean up the streets at les t ian
the minimum wage. If the Congress passes that law, it won't work.

The CHAIRMAN. Well, suppose we say at the minimum wage. Sup-
pose we say at more than the minimum wage. Now, as I understand
your suggestion, even at the minimum wage you are opposed to saying,
well, now, you don't get the welfare check unless you are willing to
help with this and you am well able and capable of doing it. You are
opposed to that, too.

Secretary Whnrrz. Yes; that ig right, but I would like to say, as far as
I am concerned, the question is whether the job is most effectively done
if you put the program to the welfare recipient that way.

Our question comes down to the question of judgment as to whether
}you get there best by providing for the training facilities and admi-
istration in the form of 5710 or whether you get there best by leaving
yourself-ourselves in a position where thoy are doing it. under threat
of getting it cut off. That is the only difference there is. We are in
favor of the same results and I don't even know whether there is a
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difference of view about the question of whether more people will be
trahted and em ployed, one opposed to the other. I haven't heard any-
body say they think more people will be trained and employed under
the compulsory approach. I doubt that they would say that because I
don't believe most people would believe it.

The CHAIAN. Well, the thought just occurs to me if you tell a
person, here are a dozen different things that need to be done. Which
one do you think you would be moe interested in doing? Even if you
have given them all the training that they can absorb, you still Wi d
up with the proposition that you can't have good jobs for every body.
Tlie best jobs usually are those that someone holds already. So you
can't start them on the top on jobs. You have to start them i*n at wiat
is left available after training.

Secretary Wnrrz. I agree on that.
The CIRAMAX. Any further questions?
Thank you very much.
I have a number of questions I am going to submit to you and I

would appreciate it if you would answer them for the recoA. (See
p. 821.)

(Secretary Wirtz' prepared statement, and the questions and an-
swers referred to follow) :

STATEMENT OF IV. WILLARD WIRTZ, SECRETARY OF LABOR, BEFORE THE SENATE
FINANCE (*OulirrEe, OX (' MMUNITY WORK %AND TRAINING PROvISIONS OF TH8
SOCIAL SECURITY AMENDMENTS OF 10017 (H.R. 12080) Auousr .29, 1967

31r. Chalrninn and members of the committee, national interest In the Social
Security Antendments of 1007 centers on the proloed Increase in social security
benefits and the extension of Medicare. I join Secretary Gardner in urging sup-
port of-

The propa+ed 15 percent benefit Increase with a $10 minimum benefit, as
recommended by the President;

A iniinuin benefit of $100 for persons who have worked 25 years or more
in jo.m covered by social security;

Futll widow's benefitss for disabled widows of any age;
A contribution and benefit base of $7,800 In 1008, $9,000 in 1971, and

010,00 In 1074; and
The Inclusion of disabled social security beneficiaries under Medicare.

.,y t:, liziiu;y is directed particularly, however, at a base set of Issues pre-
s&ii-i b.y the propose amendments to the irelfaro provisions of the Social
deturdy Act, particularly as they involve the iter-relationship of the welfare
pirograms to opportunities for work and for training.

The colnchlen.e of a large Increase in the number of welfare beneficiaries with
.in unprecedented increase in the availability of jobs and with the development
ei an extensive nianplowir training program has given rie to Increased Interest
n lihe rceponA1ibilitl of welfare recipients to accept available work and training

olpportunitles.
Most people i this country earn their own way, and find the opportunity for

doing It comparatively satisfactory. There has been In the past, nevertheless,
relatively full understanding of the Incompleteness of this opportunity for others
%'hen there were not enough jobs for all In an economy that kept going up and
down. This was particularly true under the sensed circumstances of the nex-
plicable denial of equal opportunity to minority groups. There has been a con.
selousness of common responsibility for the fact of human disadvantage which
has led to not pressing very hard on the issue of "whose fault It Wsy

There Is a difference today.
The economy Is In IN seventh year of constant growth, and there Is confidence

for the future. There inns been an unprecedented increase in the number of jobs
aailable. The papers are full of help wanted ads, and It Is next to Impossible to
get appliances repaired or certain other kinds of work done.



818 SOCIAL SECURITY AMENDMENTS OF 1967

There are extensive training and work programs available.
Although the unemployment rates for minority groups remain intolerably high,

the Idea of equal employment opportunity has been written Into the law and is
now much nearer a reality. But the disadvantage of inadequate training is now
a far more serious factor. Even if all discriminatory hiring practices disaPiwared
tomorrow, and there were as many jobs available as persons who need and want
them, all too many could not fill them because of lack of training.

To seem to suggest that there has been a full development of needed opportu-
nities for either work or training would be wrong. There hasn't been. But the
central elements In the situation are totally different from what they were in
the 30's, when most of the formative thinking about "welfare" programnming
was done. And there is new questioning of any practice which may seen to
encourage anyone's staying "on the welfare"-when there are, or appear to be.
unused work or training alternatives.

President Johnson's recommendations to the Congress, embodied In I.R.
5710, recognize the desirability of expanded efforts to increase the self-sufficiency
of welfare recipients. H.R. 12080, adopted by the House, carries this idea forward:
in some Instances, I respectfully suggest, constructively, but in others to a fault.

I concur fully, and therefore simply note it, in Secretary Gardner's testimony
regarding the desirability of providing in this legislation-

For the making of plans for each welfare family which Include work and
training where the circumstances warrant It;

For the expansion of work and training opp)rlunlties for welfare reciplents;
For expanded day care facilities for the children of mothers who are or

need to be working or taking training;
For the exemption, in determining offsets against welfare payments, of

(1) the first $50 a month of earned income plus one-half of any additional
earnings, and (1i) all earnings of AFDC children attending school full time
(as provided in the House bill) ; and

For the restoration of the $20 Incentive jmynient for those welfare recipi-
ents who accept work and training.

There are two other centrally important points here which warrant the most
careful consideration and on which I respectfully urge action different from
that taken by the House.

H.R. 12080 would require that welfare assistance be denied to Idivhldtails if
they fall or refuse to accept work or training opportunities unless they can show
"good cause" for such failure or refusal.

This sounds good, and reflects an unquestionably desirable general principle.
But in my Judgment, such an absolute statutory conditioning of welfare payments
on the acceptance of work or work training would be unwise and impractical.

Here again, Secretary Gardner has gone into this point so fully-and it in-
volves considerations lying so much more within his province than within inine-
that detailed comment would only burden the record. I note, In general, neverthe-
less, the lesson of experience from the adminhistration of most of the existing
work and work training programs. One of the hardest problems is getting through
with these programs to those who need them most. This problem could well be
aggravated rather than made easier by a general rule of compulsory training.
There are facts of "alienation" and difficulty of communication and lack of
complete know-how involved here which will not be met by a threat of cutting off
the individual's means of subsistence.

I don't mean to dismiss this point lightly. It bears directly today on much more
than the administration of the welfare program. It Is related-although In a
strangely reverse sort of way-to the current proposals to create millions.of new
Jobs to relieve the problems in the slums and ghettos-when there are already
hundreds of thousands of jobs unfilled. It is a problem we face in administering
the existing manpower programs, when we identify the number of unfilled
training slots today in some of these programs in some areas.

A century's accumulated mistakes are not going to be corrected by shortcut
solutions. There is unquestionably going to have to be more responsibility assumed
by everybody involved in this situation-by the indigent and unemployed to be
sure-and also by employers, labor unions, civil rights organizations-and public
agencies.

The right answers are unfortunately undramatic. They involve going after
every single case of indigence or Ignorance or unemployment or lack of qualifica-
tions to work in individual term*. They Include much more training opportunity
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Than Is presenatly available; much iuort' partiviliatozi by private ealployers; than
Ihas so far been worked out; und a much larger acceptuance by thusw who are

disadvauitaged of flits trihing afforuiti~ ;ttrded themt thai they have so far
.dimi.Theright answers dtnat~ Include switimnent or softnems--but they dou't

include "off with their %vefamre ther.
Finally, ats the intended jllit of orlinary empliinsis lit this testimii y, I tirge tile

Iadloltioit by the Senate 44 thev lirovislons Ili it.. 5710 for the adminitration of
the work and training program tor welfre reciints.

This would make thits work mnid training program part of flt,- broader work
and taiung-or minn upoer-prograin pret-imtly lin effect.

It wouldn't miake sense to) proceed, is 11.11. I2W0SO does, fronm thec Idea that
welfaree recipients should be moved ats Itilly ats pio.siblc out of the backwatsh of
.1veifare' midl Ito the nminhstrem of traliig mmi m'mpoynivumt, to the conclusion
[hill welfare reclipins' traimi ig and ejittloyttnent should he handled by [lit- welfare
agt'ucies Insteadl or loy the regtilar rising and eiuiloymetit agencies.

']'here is today ita im nanower-wot rk iand trihig-program admtitnistered
throplgh the, 3anpower Administratlon lit the 1)epartnzetit of Labor lin carefully
WorkedI oult conijuitl liu with Iither J'eileri, 'Mate. end local agencies. It em-
boidies I hie lurezent furm tof at system which 4 ) diveiop.'d r.howly over the ;*i-year
iswriod( following thie eniteumit of lMe Wagner- I lystir Aet lin 10)3, aind (11) has
I'OA accomtplished gll v'flvte cooriul itt huoi mid ewiisiul Wt I Ion of thbe matnpower
programs enacted bmy tMe~ C'onigress lur-ing fite past lie years.

No one could lie more aidiely coniamls ilmut I all) (if two critlilimi of the
exiu'timmg immpowvtr lrgum imiiium~,ii vitryltig degrees, of earlier fact
:ind prevailing fushioma

That tlie 'ederalSt4mte E-.nmloymnmt Sy.tein has heewit' too old tmid tired
mnd ovet'-instlttiN11i11immix'u In ween-i 19M3 aind 11002 to be -111 effective agency lin
it war oi lImwerty. it c-;ul right.- rtcvoluithou. mimd now a modserulziitin of the
welftire program ; mmidi

That the mauuihouer prortig'lmm adopted during thle past live years have been
left sprimwing aceros-s [li' litiscaiM' wvit 3 ie newon'urdimtted hiteffectiveitess
of im octiltium with brain damaimge.

11.1t. 1240-0 tlml11vars to reflect an itevepititue of these criticismus to fte extent
that It would set up a lnew%, eonlijtilimg t111d dmmjutNletig network oif work and
training fumciitiv:4. It emnmes relevit to itrovide fte Comnittee wil thle most
accurate lrn.ible factral smummanmry of flit' oieim juitioal tumnplower lirograun.

The following enqllloymmt'mmt. imuetmloinvttt istirance. oc'uititoal training,
work experemee and oiilivr nmntlmmver lirogrmi 4 arm todamy aduinihtered through
Mhe M1mutpower Adimiistrathlu t ntMe De ) let itf iboi (which is headed up
by an Assistattt Secretary for Mianpowver. mm pod- estmmbishmed by fit- P~resideiit. li

ite, 1060)
The IFederal-Stat e emplmh yent "c'rvicv' edabiIshvi tedit tille Wilger-P1eyser

Act of 1033 (which lincltde.'. wvithii the iDepsrtitk-Mt of labor's Manpower
A oiniitistratimi, the Blureau of IiAmjiloiyiimeiit Stecuumy umid Its const Iitent rv
lees; antd sonc 30,080 Mate Einuinyient Service iiersoimtel. in over 2,000
offices% gill over the country).

The Viiemloymneut Jmst'mance progmin eytuitihimed fi the Social Secuirity
Act of 1035.

The Appjremmticesh1p anid Traiig lirtkgrain etablishied hy the Apprentice-
sipi Act of 10.37.

Tme 3miupawer lDevci'imrnent wot rtiiinxmg progranis-institutionai, on-
the-Job, tmid exprvrimniiii midi demirtist rilout-set uip under the Manpower
Development tmid ruiinig Aut of! 11)2 id its amendmnuts lit 196, 196i3,
and 190.

rTe 'Neighwmbrod Yu,,tli (inri, jirograin mst abishied lin the Econoicl
Opportuity Act of 19411 t'with full oheratmat authority being delegated
in '11)64 by thep Director (of tiite Offici of B"eomu'ntic Opportunity to the Sec-
retary of Labomr).

The Operation Maiut~reamt (Nelson) adult work experience with rural
eumphnAss program estahibed my flit-' Pconomme Opportunity Act Amend-
ments of 110M1 withh a sinilrdelegatom front ()FO [in Mirch, 1907).

The 'New Careers (Scheiter) program (adiilt work experience lin subpro-
fessional Jobs) estalilshied by the Reonmai Opportuni11ty Act Amendments of
100 (with a similar delegation froin OEO). -
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The Special Impact (Kennedy-Javits) adult work experience and training
program established in the 1966 EOA Amendments-also delegated by OEO-
primarily for urban ghettos.

The manpower functions of the work experience and training program
for welfare recipients and other needy persons under Title V of the EOA
transferred from HEW to Labor by the EOA Amendments of 1908, effect
tire July 1, 1987.

The administration of these programs Involves an Inevitably complex, bu
now carefully developed, set of policy and operational relationships between (I
the Department of Labor, the Department of Health, Education and Welfare
the Office of Economic Opportunity-at the Federal level, (11) the State emplo .

meant services and vocational education agencies, and (i1) local municipal
"community action," educational, and private agencies.

There would be advantage and value In the Committee's broad Inquiry Into
the development in the past five years of a series of Inter-agency and Inter
governmental procedures which have had little public notice for the precis
reason that they have worked so well; but which are relevant to the question o
how the welfare work and training program should be fitted into the presen
structure. I refer only illustratively to:

The development by the Departments of Labor and HEW of arrange
ments under the MDTA by which the State employment services and thi
State vocational education agencies now conduct an Institutional training
program for some 162,000 enrollees a year, of which at least 50 percent
with a goal of 65 percent, are from the seriously disadvantaged group.

The development by the U.S. Employment Service (in the Manpower Ad.
ministration) and the State employment services of a Human Resourt
Development Program. It has changed the role of the employment servic
in the past two years from what was primarily a Job referral agency to
what Is most significantly an agency for serving the disadvantaged job
seeker. This program Involves an active seeking out of the disadvantage(
from the slums and ghettos of the nation. It Involves mobilizing services o
the community to enable the Individual to become employable-to surmount
the barriers of poor health, poor education, and lack of skills. At the same
time employers are encouraged and persuaded to hire the disadvantaged
the poor, and the welfare recipient, for Jobs with a future.

The development of the Cooperative Area Manpower Program System,
under which all Federal, State, and local manpower agencies are brought
together to develop coordinated policies and programs for a particular
area.

The development of the "concentrated employment program" in 21 areas
of heavy unemployment. Resources (currently totalling over $100 million)
from six different manpower programs (MDTA Institutional training,
MDTA on.the-Job training, BOA Neighborhood Youth Corps, EOA Special
Impact, BOA New Careers, and EOA Operation Mainstream) are brought
together In a single contract with a local unit. That unit ties together the
activities of the various local agencies--public and private-In a program
of recruiting, training (where necessary), and finding permanent employ-
ment for, the hard-core unemployed In that area. These are people whose
unemployment problem Is In most cases more a matter of personal disad-
vantage than a shortage of Jobs.

It Is a conservative estimate that almost 375,000 of the men and women, boys
and girls, who are enrolled in training and work experience of one kind or
another under the Manpower Administration programs are from the seriously
disadvantaged group which is distinguishable only in details from the "welfare
group':

More than 60,000 of the 750,000 people who have received training In the
MDTA programs during the past four years have been welfare recipients.

Over a quarter of the 1,100,000 participants in the Neighborhood Youth
Corps program (during the past 30 months) have been from welfare
families.

It was understandable that when the community work and training program
was added to the Social Security Act in 1962 It would be Included in the welfare
agencies' responsibilities. It was at that point an experimental, voluntary pro-
gram, and did not include Federal funds for training costs (with the result that
only 12 States adopted community work and training programs).
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That was before the development of au overall . Manpower program (the Man-
power Developwent and Training A:t had been p..-ised only a few weeks bk-fore,
with the appropriation of funds and the setting up of the administrative pro-
cedures for It being still In the future). The State employment bervics hall not,
at that time, gotten to any appreciable extent into tht, "hard-c"re" or "disad-
vantaged worker" area.

That was two years before the enactment of the Economic Olqkortunity Act
and the establishment of the manpower programs under that Act which relate
so directly to the disadvantaged worker situation.

That was before the establishment of the Manpower Administration. and the
development of the various procedures and programs which are aimed .,4 largely
at meeting the various different employment and training proohlens of tho-c who,
for one reason or another-good or kiad-have been left out.

So far as the question is whether additional and more effective work. and
training programs are necmry to move welfare rxiplents onto an inlepenlent.
self-sufficient lasis-and to break the inheritance and the habit of living on thte
welfart-the answer Is that this Is needed. Enlargenent and Itwrcased jrograin
effectiveness of the national manpower training system which would conme from
an expansion of the work training prograni for welfare recipients comntetipltil
in the Social Security Amendments of 1967 offers .signmitfcant new em ourageinint
for the development of this system.

But If the question Is whether there should be itiol her large scale new systein-
seiarate and apart from the present system-ts, nact the work and training
ieeds of those "on welfare," the answer Is that this would red ue any future

suggestion of "coordination" and efficiency to utter hypot-risy.
To believe completely In the central Idea of the proljssed Anmedinnals -- hati

the welfare recipient should be moved wherever losslbh, uut oif that t.omliltiin
and Into the mainstream of employment and self-suffieheiIcy- reqlir, t li, reJ i.-
lion a.s totally inconsistent with that purpose of the ilea that hi., or her. employ-
niont and training needs are to be inet by welfare--instead of the estal'ii.-hInN
employment and training-agencies.

I urge adoption by the Committee and the Senate of the adminhistrative pro-
visions proposed In I.t. 5710 for the community work and training program.
They place the responsibility for welfare activity with HIEAV, and mniaiower
activity with the Department of Labor. They provide (for csirdliated efforl. siMI-
fair in nature to nany other pieces of manpower legislation. At the local level, iII
liarticular, they eliminate overlapping and duplicating athili.sttrative fii .i.ns
and program operations.

Assistant Secretary Ruttenberg and I will welconie your qmu-tions.

DEPARTMENT OF LABoR RESPONSE To QUESTIONS OF SEPTEMin:R 5, 1007. FIv.O3s TiF
CoMMITrEE ON FINANCE, REGARDING TIlE WORK AND TRAINING AMENIFM1:,TS
TO TIlE SOCIAL SECURITY Au-r

Queelion 1. Under the proposal .supportcd by the Departmet of Labuir, irohuld
pois state spccifieally Oewn the State would run the prograttm and whcn trill the
Labor Department run the program?

Answer. Under H.R. 5710 the State welfare agencies would be required to
operate a work and training program "only if the See rotary of Labor or hi-.
delegate does not maintain and operate any work and traihihg progrn as au-
thorized under sectionn 410 it the State, and has certllel that It is not prat-ticalib'
for him to maintain and operate such a program anywhere in the St:to."

Since over 2000 offices of the Federal-State Rmlploylient Service of the D,-
partnent of Labor operate In all of the States and Territories, it is unlikely
that there would be any State fi which the Departmient of Labor through tihe
Federal-State employment service system would lie miable to operate a work
and training program under 11.1. 5710.
Question 2. When the labor Deparntent does set tp programs in all S'latcs,

trill they do aw-ay with the existing State programs!
Answer. If 11.1. 5710 is enacted, the program authority for State welfare

agency-run community work and training progranis under the present btectlon
409 would expire. While the law would not prohibit State welfare agencies from
continuing to run work and training programs, they would be unlikely to do so,
since Federal funding would not be available.

As to the Community Work and Training programs which now exist In 12
States the Department of Labor would consider funding thein under stvtlo
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410 of H. 5710 or providing an orderly transition to operation of such pro.
grams through the Federal-State employment service system if such a transfer
appeared to further the purposes of the Act.

Question 8. In those nstance where you have State administration under
your proposal, won't those States be reporting to the Department of Health,
Education, and Welfare as to these programs?

Answer. Yes, but see Answer to Question 1.
Question 4. Secretary Gardner's statement (page 14) indicates that the States

would be required to have a community wcork and training program if "the
Secretary of Labor does not and 18 unable to do so". On the other hand, Under.
Secretary Oohen's statement says on page 18 that "if the Secretary of Labor
does not operate a program, or finds it impractical to do so throughout a State,
programs could be set up by the State welfare agency". Would you e.rplain the
meoh anis of exactly how this could workI

Answer. The State welfare agency would be required to have a program only
if the Secretary of Labor has no programs within a State and has found that
it is impractical for him to establish any programs. See Answer to Question 1.

Question 5. (a) How would your proposal, which scenis to authorize projects
administered directly by the Department of Labor, or State-run projects through
welfare agen"'es (which don't even report to the Labor Department) avoid
duplicating existing programs in this area?

Answer. See Answer to Question 1. It Is planned that the fullest possible
use would be made of existing work experience and training opportunities under
other statutes In order to avoid any unnecessary duplication of programs It;
the same gc~ogrnphlcal area.

(b) For example, what will happen to the work experience projects under Title
V of the Poverty ActF

Answer. See Answer to Question 17.
Question 6. Recently. the Department of Labor indicated that the child should

uiot be penalized by wrongs of the parents. Do you believe there are enough safc-
guards under H.R. 12080 to take care of the child but not reward the parent trho
refuse to undertake training?

Answer. I do not think it is possible to "take care" of the child and at the sae
time fall to provide any of the needs of the parent or other relative who is re-
sponsible for the child. Aside from food, clothing, and shelter, the primary need of
the child is the tender, loving care of a parent. A welfare parent whose aid is cut
off would almost always be forced to abandon his chill. Even if he could keep the
child, the malnutrition and inability to provide clothing and shelter for himself
would reduce the child's existence to the barest animal level. The child's life can-
not thus be so neatly separated from that of his parent's. In my view vendor and
protective payments cannot "take care" of the child regardless how many "safe-
guards" are provided.

Question 7. As Secretary of Labor can you suggest any additional safeguards for
the interests of the child? For instance, the House bill provides a State plan
requirement which requires that vendor or protective payments should be used in
"appropriate cases", p. 108, line 15. Is the cse where a parent has had his payment
stopped for refusal to participate in a woork and training program an appropriate
case? Shouldn't the State be required to use those protective patoments or vendor
mechanisms in this ease?

Answer. H.R. 12080 provides (p. 132, line 9) that vendor or protective payments
may be made In cases where a relative refuses without good cause to accept em-
ployment, and, in cases of such refusal, the House passed bill exempts such pay-
ments from the restrictions otherwise applicable to such payments. It seems clear
to me that the House clearly intended that such Iayments were "appropriate" In
cases where relatives refused without good cause to work. I think that it Is better
to require vendor and protective payments than to see the child denied assistance
because the relative refuses to work. Let me make It clear, however, that I think
vendor and protective payments visit a terrible penalty on the child for the refusal
of the relative or parent. In practical terms, the child will almost never be able to
continue living with his parent or relative when only the child's need Is taken into
consideration.

Question 8. Your Department will hare a great deal to say about the type of
training program that will bo provided. I assunte that there will be two types of
programs, one for the mothers and one for the minors, 16 or o-er, who are out of
school and out of work. Will you describe the tlypc of training programs you have
in mind?
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Answer. The Department does not assume that there will be two types of
programs distinguished by mothers on the one hand, and minors 10 and over on
the other. Fathers will of course be involved when States have AFDC-UP' laws.

The Department has provided work experience and training for over a quarter
of a million youth ages 15 through 21 froni welfare families. Many, It not most, of
them might be terined young adults. In nany instances these youth were mothers
or fathers and were adult In attitudes and approaches to life.

Experience of the Department indicates that any training program for this
disadvantaged group must necessarily be flexible enough to provide appropriate
training according to (1) individual capabilities and (2) job possibilities. Experi-
ence also indicates that program differ as one moves from rural to urban sltua-
tions. Job possibilities change, educational requirenients differ. Motivation of
individuals fit the direction of employment vares.

Programs will be inodeled on MDTA (institution and on-the-job), ,Nelghbor-
hood Youth Corps. and the adult work experience program administered by the
Department of Labor. We expect, to use these programs to the maximuin extent
to meet the needs of individuals and avoid tie neessity of establishing separate
and distinct programs for welfare recipients. To establish separate and distinct
programs where they were not absolutely required would le a great mistake.

Question 9. Will the tralnces be paid the minimum wage-$I.0 an hour-note,
anid $1.60 an hour ncrt Februaril 1, as they parlielpate in these trork-traintng
programs

Answer. Under both 11.1t. 5710 and lh.R. 12080. the participant In the Commu-
ally Work and Training program does not receive wages from his "employer."
Rather, under II.R. 1210, lie continues to receive his maintenance grant, and
under I.R. 5710, his maintenance grant plus up to $20 a week incentive payment.
This total payment, in either aiise, determines the amount of time he works, as
stated In H.R. 5710:

"(4) the rates of pay for the time spent In work, when measured against the
aid or assistance received by the participant in the program and the incentive
payments paid to him under subsectlon (e), are not less than the minimuni rate
provided by law for the same type of work anl are not less than the rates pre-
vailing on similar work in the community."

The provision In 11.R. 12080 dealing with rates of pay has the same result-
"(E) payments for such work are at rates not less than the minimuni rate (if

any) provided by or under applicable Federal or State law for the same type of
work and not less, than tihe rates prevailing for similar work in the community
(except that In the ease of work by individuals who under such law are con-
sidered learners or handicapped persons, payments may be at any special mini-
mum rates established for them by or under such law). '

This payment In the form of credits against welfare benefits applies only to
work experience as distinguished from training. It is our intent to move persons
Into cash wage paying on-the-job training and off of dependence on welfare
assistance grants as quickly as possible.

Question 10. W1ill you be paying a mother $1.60 an hour to learn to do a job
Mat may only pay $1.00 or $1.25 an hour?

Answer. No.
Question 11. A great many of thcse trainees trill be teenagers. Do you hare any

estimate of what the total might be?
Answer. There are over 175,000 youth ages 10, 17, and 18, among the 3.7 million

children now on welfare. Many work now. Many should be encouraged to return
to school. During the past 30 months more than 250,000 participants in both
In-school and out-of-school. Neighborhood Youth Corps projects have been from
welfare families. We estimate that 75,000 youth might become involved in a Com-
munity Work and Training Program.

Question 12. Holo doe4 your Department calculate thc number of unemployed
in the country today? Is the process related in any tray to claims of unemploy-
ment compensation?

Answer. The number of unemployed is estimated from the results of a monthly
survey conducted for the Department of lMbor's Bureau of Labor Statistics,
covering 52,000 households carefully distributed to represent the entire United
States. Census Bureanenumerators ask about the work activity of all members
of the household 16 years of age and over. Persons who are not working in the
week before the survey, who bad looked for work within the previous 4 weeks,
and were still available for work are counted as unemployed.

83- 31 0-67-11pt. 2-7



824 SOCIAL SECURITY AMENDMENTS OF 1967
I

The process is not related to claims for unemployment compensation although
interpretation of changes in the unemployment situation is based upon examina.
tion of claims data as well as those from the survey. Many people counted as
unemployed in the monthly labor force survey are not receiving unemployment
benefits. This Includes youth and women Just starting to look for work who have
not acquired unemployment coverage, workers who lost jobs in Industries not
covered by unemployment compensation, and workers who have been unemployed
so long their unemployment compensation benefits are exhausted. In August 1007,
for example, we estimated the total unemployed at 2,942,000 from the monthly
survey, while the number of persons receiving unemployment compensation under
State and Federal unemployment Insurance programs was 1,108,000.

Question 13. How do you arrive at the rate of unemployment among the teon.
age group who have *ever held a job or never been eliblo for uncmploymcnc
compensation ?

Answer. The rate -of unemployment among the teenage group is estimated from
the monthly survey. Pef'ons who have never held a Job and are not eligible for
unemployment compensation, as well as those who have, are counted ds unem-
ployed if they meet the definition described above.

Question 14. The unemployed out-of-school youngster of 16 to 21 presents one
of our biggest problems. What effect ha.s the recent Increase in minitnum wages
had and what effect wiU the increase to $1.60 an hour next February have upon
their employment opportunities? Do you think that they are more likely to find
work next year at $1.60 an hour when they cannot qualify now at $1.40 and were
not worth $1.26 an hour to employers last year

Answer. In the period since the $1.40 minimum wage rate went Into effect---
there has been a substantial increase in the number of employed youngsters 16
to 21 years of age. In February 1067, 8,062,000 persons li this age group were
employed. In August 1007, the latest month for which data are available, the
figure was 11,042,000. This represents an Increase of almost 3 million. In large
part, of course, this increase reflects summer Jobs. However, even when we coni-.
pare the number of young people employed in August of 1907 with the number
at work in August 1966--1t is still apparent that the minimum wage increase has,
not curtailed employment opportunities for youths. Actually 185,000 more youth
were employed this August, six months after the change In the minimum wage
law, than in August a year ago. The rate of youth unployment is no higher
this summer than last summer.

Generating additional jobs for youths still presents a major challenge. We do
not believe this challenge can or should be met by lowering wage standards. We
are convinced that it can best be accomplished within the framework of the
present minimum wage law. Experience has already shown that youths cap be
trained for Jobs which economically justify lmyment of the full minimum wage.

Question 15. There is one other area where minimum wages have had an
adverse effect and that is with students who 4n4 it necessary to work part-time.
in order to get through college. They should be encouraged, but the private
universities tell me that they simply cannot afford to continue many of these
jobs at the new rates. Is there some Administrative action that vou could take
to exempt these students and the universities from minimum wage coverage so
that they can continue to provide employment In these cases?

Answer. This question is not directly related to the proposed program Vince,
college students will not be enrolled. However, I am advised by the Administrator
of the Wage and Hour and Public Contracts Dlvlsionsl that many of the Jobs in
the private colleges available to students, such as waiters and waitresses, have,
been newly covered Under the minimum wage law and that a rate of $1.00 an
hour rather than $1.40 is applicable. There is little evidence to support the Idea
that students would take Jobs at subminimum rates or that most colleges wlsh-
to pay such rates.

Question 16. You emphasized the training aspect of the Adtpinfstration's pro-
posal. What kind of work programs do you intend to set up for i.fdvtdua
with low-potential who have eahautted their training possibilities? ,

Answer. The Community Work and Training Program will provide greatly.
increased training for welfare recipients. Many of these individuals are con'.
sidered to have "low potential ' but their actual potential has not been carefully.,
appraised or developed. We.can approach this group with confidence since thef-
Department of Labor is already Using anumber of program approachess whicb-
have successfully demonstrated that most so called low potential" individual's
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can be brought to the point where they can extend competitive employment and
prove to be satisfactory employees.

In addition strenuous effort is being made to provide entry into career ladders
within the private and public sector. "Job-engineering" relating to establishing
sub-professional jobs will be -the major focus of a working conference being
held in November under the joint sponsorship of the Department of Labor and
the I)eprtmeiit of Health, Education, and Welfare. This conference is being
called at the request of the Bureau of Work Programs of the Manpower Admin-
istration which ig responsible for the New Careers program under the Economic
Opportunity Act.

There are, of course, always those individuals who are at the "low end of the
capability ladder." It is not safe to assume, however, that. the majority of wel-
fare recipients fall into this category. Welfare recipients have many other
problems which imust be faced and dealt with and which are currently keeping
them from becoming effective members of the labor force.

With appropriate Job-engineering, job development and job placement as well
as a variety of training approaches, it is expected that a large percentage of
welfare recipients can be brought into the labor force. Of course many persons
will take longer to train or will need greater amounts of education. Those In-
diviluals who cannot enter the competitive labor trarket by virtue of their low
potential or by virtue of the multitude of other problems must necessarily be
dealt With on a case by case basis In the community in" which they re.iide. Work
roles for these must be Individually tailored to meet the needs of the community
and the needs ofe individual.

We do not antiipate at this t establishment of tr separate work pro-
gram for those with "ho eutiaL" Eac -"Umation will be handled In the
context of the local prt and of the Individual n

Question 17. Wl specifically doe8 the Admlnistra plan for tile V" of the
conlomlio Oppor mflty Actf If It Is to be phased out wi here be only one Job

tind training ogram ained at as#lta lcipientst If ;o, hel will tle title V
program go mpltcly out of ',stencer ? • \

Answer. e admlnistr h Hs req ested $7 0illon for tit V for FY-196.
This is reduction u olln in the app prriation of F -1907. For the
present is antic ed that tit e V of he omic Opportunit Act will con-
tinue b with great mphasi p1 utilizat as an ex rhi'uental and
demon ration program. dniin ation p1 s J inelde so e reduction
In the fize 6f the programs bu t th l time tilc ate its ell nation.
Fu ermore, since title V, he rther y rso "as well a assistance

secipi nts it pr thea I f trainin le me bers of ho seholds in
state where the aw no p vi or assist

It I the Inte on of coor nate the tivitles of
the V ork ant ' ain p tons o hi I with se of title In such a
fasho as to avo duphitn while g the maximum servi to indiXd-
ual a d comuiun ie.i. T D rtm of -currently enga in intimate
coord tion of I1t i poer uc 8s r tit of the Ic luic Oppor-
tunkity ct with th oresponsibilit e 1) )artment o Health, F ucation, and
Welfare. The responsibilities ot part ent of La r under le V of EOA
and resp sibilities unde H Act i1i be ndled the same dministrative
unit in or r to prevent uplicatlon.

Qwuefion ,. In the r t o rescen , inu ty Wrk and Training
Prograt seci o the Congress c - Is year t ias stated at only 8% of the
auLstance rec ints in the progratn Who got Job# got the through referral t
the U.S. Eniploy P Service.- Why irasn't this prOpor o nuch higher Ho"
many Jobe have yo en for all public adistta ic r, p1tlts over tho leiet kVedr?

Answer, Many -Comm Work and Tr programs under the current
Act have handled and develop . . . placement and referral systems.
-Thus a" large number of participants were not referred to the U.S. Employment
Service.

More importantly, however, the placement of a welfare recipient is not sinply
a matter of referral. If we are to place dls18dvantaged individuals Anluding
welfare recipients In Jobs. -etenalve Jobe'englneerlng' aid Job development

*rviees wwt begin at-appronlmafey- the sAkite time that'the individual enter-
the project. Iteferral after- training for this' type of person Is Inadequate.
#easoiiable job placement can only be obtained- when vcatlonal counseling,-
ehployability planning,- Job development, and Job referral are administratively
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coordinated with the training being received. The Department of Labor has
placed a substantial number of those public assistance recipients trained by it.
For instance over 60,000 have been enrolled in MDTA training and a substantial
majority of these have been placed in Jobs. Reports indicate that 7 out of 8 of
these achieved earnings in excess of the minimum wage and that nearly % were
employed at a rate of $2.00 an hour or more. 54% of the men achieved earnings
over $2.00 an hour.

Question 19. Under the provisions of the House bill do you feel that you would
have the authority to contract with private business schools which are operated
for a profit in order to provide adequate training facilities for the many thou.
sands of welfare recipients?

Answer. The House bill (H.R. 12080) provides for a "work and training
program administered or supervised" by the state welfare agencies and "main.
tained and operated by that agency or another public or non-profit agency."
The Administration bill (H.R. 5710) provides that the Secretary of Labor may
"make grants to, or enter into agreements with, public or private agencies ot
organization If he determines the program meets the requirements of this
section."

The provisions of the Administration bill provide considerably greater flexi.
ability in seeking out those agencies public or private which may be utilized In
the provision of training.

Question 20. Do you think it would be productive in these work and irork.
training programs to make use of private job placement agencies-in acditton
to the State employment services? Wouldn't this provide a wider range of Job
opportunities?

Answer. The Department of Labor Presently uses non-profit private agencies
for some Job-placement services. Use has not been made of private agencies
which charge fees for their services.

The CHAIRMAN. I regret we were not in a position to hear you whe i
you first arrived here, Senator Brooke. Senator Kennedy was testify-
ing, and we appreciate your coming back. We are very happy to have
you here. You have shown a great interest in the problems related to
this social security bill, and we are aware of the fact that you are on
the Commission appointed by the President to make a study with
regard to these urban problems.

STATEMENT OF HON. EDWARD W. DROOKE, A U.S. SENATOR FROM
THE STATE OF MASSACHUSETTS

Senator BROOKE. Thank you, Mr. Chairman.
Mr. Chairman, distinguished members of the Committee on Finance,

I am grateful for this opportunity to testify on a matter of great
concern.

We have recently seen dramatic and horrifying examples of vic-
lence and disruption which can occur when one segment. of our popula-
tion lives for too long in poverty and despair. Newark, Detroit, Watts,
and Roxbury were primarily reactions to continuing, longstanding,
and relentless economic deprivation. They were the outbursts of the
totally'friistrated, the hopeless the "internal aliens" in our Nation for
whom the community accepted a responsibility, those who had no other
means of support: the blind, the aged, the disabled, the unemployed.
This is still the principal purpose ofpubli welfare.

But welfare, in and of itself, is not desirable. For those who can
work, there is something about relief-permanent relief-that cripples
the spirit and violates the recipient's sense of honor and self-respect.
It is a negation of the American dream. And perhaps, more telling,
it does not work, if by "working" we mean offering some promise for
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permanent solutions. Relief relieves desperate pressures, but it accom-
pli'shes little or nothing toward helping those who need it to escape
from their unfortunate condition.

The elimination of this type of dependence on public welfare by
those who are mentally and physically capable of becoming productive
members of society is, I am sure, the objective of the legislation which
you are considering today. The members of the House ays and Means
Committee have very wisely determined that the States and the local
communities have, in all too many cases, confined their attentions to
administering the relief rolls. Too little creative effort has been put
into helping individuals on relief to break out of the cycle and to make
their contribution to society. To correct this imbalance, the committee
has seen fit to incorporate into the 1967 Social Security Amendments
provisions requiring the States to make available, where appropriate,
employment counseling, testing, and job training services for each
adult and each child over 16 who is not attending school. The States
would also be required to provide day care services for children whose
mothers want to work to participate in job-training programs. Family
planning services are to be made available by the States. Earning
exemptions are to be granted by all States, to encourage individuals
on welfare to become participants in the community without losing the
opportunity to participate in welfare programs. All of these measures
are good. They offer incentives to the States to provide the kinds of
services without which the poor people of our country cannot begin
topull themselves out of the cycle of poverty.

I congratulate the authors of this legislation for including these
provisions in H.R. 12080. But I ask you what will we have accom-
plished if, in passing this legislation we help some of the poor while
forcing others back into even greater poverty and despair.

In 1966, 3.2 million children received aid to families with dependent
children. As of January 1, 1967, 84,000 of these were living in my
own State of Massachusetts. In June 1967, the number of children
on AFDC in Massachusetts was 91,500, an increase of 7,500, or close
to 9 percent, in 6 months. Assuming a comparable rate of increase for
the remainder of the year, the number of children receiving AFDC
in Massachusetts by January 1, 1968, would be 99,785, or close to
100,000. Yet the bill presently under your consideration specifically
states that (section 208, d) :

Notwithstanding any other provision of this Act, the number of dependent
children who have been deprived of parental support or care by reason of the
continued absence from the home of a parent with respect to whom payments
under this section may be made to a State for any calendar quarter after 1967
shall not exceed the number which bears the same ratio to the total population
of such State under the age of 21 on the first day of the year in which such
quarter falls as the number of such dependent children with respect to whom
payments under this section were made to such state for the calendar quarter
beginning January 1, 1967, bore to the total population of such State under the
age of 21 on that date.

Thus, as of January 1, 1968, allowing even for an increase in de-
pendents as a percentage. of the population increase, the number of
children receiving AFPI' in Massachusetts must once again revert to
the neighborhood-of 8!,'1J0, or 15,000 less than the anticipated number
of children needing such assistance.
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Let us assume that this bill passes the Congress by early October.
Even if the States were to receive the funds for job training, counsel.
ing services, and day-care centers the very next day, and were to
begin setting up such programs immediately, which of course we
know they could not possibly do, it is inconceivable flat a State like
Massachusetts could find jobs for 15,000 untrained and undereducated

youths and parents in a scant 2-month period. The, result could only
that the burden of support would fall completely on the States and

the local communities which operate on even tighter budgets than the
Federal Government.

I therefore urge the committee to carefully reconsider this par.
ticular provision of the bill, and to either eliminate the ceiling en.
tirely, or to at least extend it for a reasonable period, such as 2 or
3 years, to give the States and local communities time to develop the
required programs.

One fu other point with regard to AFDC: The present. bill provides
that children who are between the ages of 16 and 21, but are going to
school full time, may exempt their earnings in determining their eligi-
bility for AFDO. Very few disadvantaged children in that particular
age bracket are able to go to school ful time. I believe the provision
ought to be extended to include children who are attending school part
time as well. If the objective of this legislation is to encourage the
children of the poor to improve their conditions, then all initiatives
ought to be welcomed and encouraged, not just those which can only
be regarded as exceptional given the circumstances under which the
children live.

There is another provision of the bill which I think merits further
attention, not because I deem it unsound in principle, but because I
believe it can, in practice, have serious consequences. This is the estab-
lishment of a low-income ceiling for recipients of medicaid. Perhaps it
would have been advisable to include some ceiling, or a formula for
establishing one, in the original bill. Perhaps in the interests of econ.
omy and sound fiscal practice, a ceiling needs to be estallished now.
But I seriously question the wisdom of imposing a relatively low ceil-
ing at a time when many States have programs covering families whose
incomes are quite in excess of the limitation proposed.

When medicaid was first initiated in 1005, it was designed to
meet the needs of those children whose parents were too poor to pro-.
vide them with proper medical and dental care. Within 2 years, 25
States became participants in a program which presently helps to meet
the hospital costs. and doctors' expenses of 3.5 million children.
Twenty-three additional States are expected to join in tile program by
1968. Each State has so far been permitted to establish its own criteria
for recipients of this combined -Federal, State, and local assistance.
Thus, in Massachusetts, for example, a father of two whose wife is
not working becomes eligible for assistance if his income is less than
$413 per month. This means a family becomes eligible for medicaid
when its net income is approximately $100 per month per person or
a total family income of $4,956 per year for a family of four. This
flgure corresponds almost exactly to the poverty level established in
the State of Mssachusetts.

Yet under the present bill, the Federal Government would pay its
share of the program only for those families whose income does not
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exceed 133% percent of the highest amount which would ordinarily
be paid to a family of the same size under AFDO. A family of the
same siz receiving AFD in Massachusetts is paid $226.70 per months133l percent of thiis s $301.41 or $111.h9 loss than the $413 per month
which is tie maximum a fmirily canl presently receive and still be elig-
ible for medicaid. I submit that. there is a (10 le penalty involved here.
The States with the most effective programs are going to be most
seriously hurt if the present limitation is p asse into law. It has been
estimated that the cost to the State of Now York alone would be as
1ih as $60 million per year. The cost, to other States would be less
ol because the population is less. The percent of State budgets
which would have to go to make up the difference would be quite
similar.

The other alternative which the States have is to reduce the number
of children eligible for medicaid to the level suggested by the limita-
tions of the Federal Government. This would- penalize most those
families who are just beginning to better their economic conditions,
and to have some reasonable hope that their children will know ad-
vantages and opportunities which they themselves were denied. I do
not believe that this is the goal which the drafters of this legislation
had in mind.

There are very few nations of the world which can even begin to
oipproach the standard of living which we enjoy in the United States.
I et there are already 10 other nations which have a lower infant
inortality rate than we do. Of all the countries of Western Europe
only one, Greece, does not have a, "family allowance" provided by the
govei mment. And oven in Greece, the employer and employee together
contribute to a fund to provide an allowance above and beyond the
regular salary for workers with children, n. In all but two of these
countries, France and Portugal, sickness and maternity benefits are
lovided by the government to all who need them. In many cases
these benefits include not only hospitalization and medical costs for
thepatient, but a week, allowance to his or her dependents as well.

I-ow does the United States compare with these nations? At home,
in the United States, more than 3.-h million poor children under the
ago of 5 who need medical hell) do not receive it under existing law.
Ono million pregnant women each year receive little or no prenatal
attention. Over n million American babies a year are born outside
thie hospital, at. a time when most of the nations of Europe have been
providing free maternity care for as much as six or seven decades.

It is inhumane to impose artificial ceilings on the lumber of children
who aro eligible for medical assistance. In fact, such assistance should
b3 vastly expanded. Yet, the present legislation would ndt"nly pro-
vile for a bare minimal increase in the amount to be spent for m6dic-
aid, amd impose etrntings limitations far below many present State
levels for those eligible for the program. This bill would continue to
niake State lmrtcmption optional, and would indirectly provide in-
centivs to the States to substitute other programs for-child medical
care besides.

Section 224 of H.R. 12080 eliminates the reqtuirement that the States
nuist make available certain services, including inpatient and outpa-
tient hospital services, laboratory and X-ray services, skilled nursing
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home services, and physicians services on an equal basis to all those
eligible. Under this bill, the States may as an alternative provide any
seven of 14 services, including home health services, clinics, dental
services, prescription drugs and eyeglasses, and the like.

t is only to be expee d that, considering the increased burden
on the States as a resuIt of other provisions ofthe bill, not to mention
the consequences of an ever-growing population, most State govern-
merts will choose to provide those services which are least costly. I
do not believe that this is the time to encourage the States to reduce
their medical services to needy children, or indeed, to any other seg-
ment of the population which is dependent upon them. Instead, the
Federal Government should be offering incentives to the States
through increased matching grants, to develop all of the various med-
ical services and to make tiem available to all who need them.

In addition, Mr. Chairman, I would like to go on record as favoring
the raising of the minimum payments to the elderly under social secu-
rity beyond the increase provided in the bill, to a level more commen-
surate with the cost of living. H.R. 12080 provides that benefits would
be increased by 121 percent for persons now receiving social security,
or a minimum of $0 per month per person. I think that this amount
should be increased even further, to a minimum of $75 per month, if
our elderly are to be enabled to enjoy the minimal advantages of a
decent and dignified life.

I would also like to be recorded as favoring additional incentives of-
fered to older persons on social security to enjoy gainful employment,
without losing their right to their monthly pension. I personally
favor elimination of the ceiling on earned incomes, but at least the
ceiling could easily be raised, without increasing the cost of the Fed-
eral Government. Such elimination or substantial increase would be
of immeasurable value to older persons who want to be self-supporting.

I would like to be further recorded as favoring welfare programs
which would not penalize families. I am afraid that all too often the
father, if he is unemployed or underemployed, feels obliged to leave his
family for he knows that they will b6 economically better off under
AFD6 and other similar welfare provisions than i7inf on the income
which he can provide. The provision in the current bill that if the
father is collecting unemployment insurance, his children are not
eligible for any AFDC assistance, only further undermines the ability
of a family living in poverty to remain intact. Medicaid, food stamp
programs, job training and counseling should all be geared much
more to helping the father of the family. Family allowances might
be examined-as a possible way to encourage poverty stricken and mar-
ginally poor families to remain intact.

But my objective today is not to suggest new programs, but to work
for the most careful and beneficial application of those programs al-
ready in existence. Assistance to the elderly has been increased under
the present bill. I am confident that the Senate may yet modify the
provisions regarding higher minimum payments and earnings ex-
emptions. But the children of this country must be helped, and helped
now.

If relief were the only, or the bes, method of alleviating permanent.
distress, I would favor it, even if it meant, to take the most extreme
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example, allotting lifetime subsidies to able-bodied but. unemployed
young men. For a society has an obligation to provide minimum wel-
far for those who cannot provide it for themselves. But in America,
Wfr. Chairman, relief is not the only way, nor even the best way. The
best way is to help our people to help themselves to become a part of
society, and to contribute their talents and energies to itRe betterment
not. its destruction. As has been often said with regard to the civil
disturbances in our major cities, to raise levels of expectation without
providing corresponding opportunity can be psychologicallydevastating,

Mr. Chairman and members of the committee, I submit that the
suggested changes in the pending legislation will help us to achieve our
goae oa better life in the future for our Nation and for all her people.

I thank you.
Tile CHAIRIMAx. Thank you very much for your statement, Senator

Brooke. I believe it would be correct to say you are the first Republican
Senator from Massachusetts to testify for this type of program.

Senator hRoo). I think I am the only Repubil ican Senator from
Massachusetts, Mr. Chairman.

The CHAIRMAN. Well, there have been others before you. I served
with several of them. And while they had some votes for some of these
things, they never came before the committee to testify for it.

Senator BROOKE. I hope there is going to be a new day within the
Republican Party, Mr. Chairman.

The CHAIRM AN. In years gone by I was one who offered some of
these very suggestions, such as this increased minimum payment that
you have. I have been offering amendments of that sort for almost. 18
years, with some success, but more often without success I can appre-
ciate the suggestions that you have made here.

I believe we pretty much agree that in the main we ought to be pro-
viding for essential needs, and at the same time trying to see that we
get the best possible reults from Federal funds. If people can be helped
more by finding ways to encourage them to help themselves, we should
make. tle maximum effort to provide them with an incentive to improve
their condition. We have a big program. This welfare program is about
$8 billion a year now with a most $5 billion of Federal funds, and we
ought to be working, I think, to try to improve and refine it.

Some of the suggestions you make I do think have very substantial
merit with regard to some of those things that. we must not, neglect.
You have made some very fine points. I appreciate your comparison
with a number of these European countries.

May I ask where your source is for that information?
Senator BROOK,. Ibeg your pardon, sir
The CHAIRMAN. MighIt I inquire of your source of the comparison

you gave between this country and European nations with regard to
family allowancesI

Senator BROOKE. A competent research staff, Mr. Chairman.
The CHAIRMAN. Very interesting.
Senator BROOKE. I would be very pleased to get you citations on this

if ju wish.
he CHAIRMAN. It is interesting to see just how they are making

out. I didn't realize the figure was quite as high as you indicate wit h
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regard to pregnant women who receive practically no prenatal advice,
Ithink that is something we ought to take a good look at,

Senator BRoox. I would be very pleased to document all the sta-
tistics I have jiven.

(The material referred to follows:)

WzLARz BENEFITS IN EUROPE
Austria:

Family allowance: $6.50-$&40 per month per child.
Birth allowance: $68.00.
Sickness: 50% of earnings.
Maternity: 100% of earnings for 12 weeks.

Belgium:
$.11.18-422.46 per month.
Birth allowance: $166.22.
Sickness & maternity: 60% of earnings (maternity, for 12 weeks).

Demnark:
Family allowance: $94.50 4102.00 per year per child.
Rickruess & Maternity: $3.00 per day, plus $1.05 per dependent per day.

Fraft":
$14.70-$22.77 per child per month.
Prenatal allowance: $14.70 per month for 9 months.
Birth grant: $188.00.
Sickness & Maternity: 50% of earnings; % of earnings after 80 days.

Germany:
Family allowance: $0.25417.50 per month per child.
Birth allowance: $25.00.
Sickness & maternity: 65% of earnings for 6 weeks; 750 of earnings there-

after. Maternity: 1000 of earnings for 14 weeks.
Groome:

Family allowance: $3.90 per month per child.
Sickness & maternity: 50% of earnings; max.: $1.80 per day.

Ireland:
Family allowance: $1.40--3.64 per month per child.
Sickness: $7.28 per week, plus $5.60 for each adult dependent and $1.82 for

each child.
Maternity: $7.70 per week for 12 weeks.

Family allowance:
$11.40 per month per child.
$882 per month for spouse.
$68 per month for dependent parents.

Sickness: 50% of earnings for first 20 days; % of earnings thereafter.
Maternity: 80% of earnings up to 21 weeks.

Lucembourg:
Family allowance: $10.90 per month to $17.40 per month-per child. Birth

grant: $7.74-.123.90 per birth.
Sickness: 50--70% of earnings.
Maternity : 709 of earnings for 12 weeks.

Net herland :
f&40-410.O0 per child per month.
Sickness: 80W% of earnings.
Maternity: 100% of earnings for 12 weeks.

Norway:
Family allowance: $76.00-4200.00 per child per year.
Sickness: $.424166 per day, plus $.28 per day for dependents.
Maternity: same.
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Portugal:
Family allowance: $1.20-43.00 per month.
$.90-$L20 per month for each eligible adult dependent.
Birth grant: $6.00
Sickness: 60% of earnings for first year.
Maternity: 10001o of earnings up to 120 days.

Spain:
$90 maximum per mouth per child.
Sickness & Maternity : 7 % of earnings.

Siccden:
$11.25 per child per month.
Sickness: $1.00 per day, plus supplement according to Income.
Maternity: $.1-$0.00 per day up to 180 days.

Siterland:
$4.0-$0.90 per month per child front Swiss government. $345-$0.90 per

month per child from the Canton government.
Sickness & maternity: minimum of $.50 per day.

United Kingdom:
$1.12-$1.40 ler week for each child after 2nd.
Sickness: $11.20 per week, plus $7.00 per week for wife, and lesser amounts

for children.
Maternity: $01.00 grant.

Noe: Most countries provide cash refund for part or all of medical expenses
In addition to listed sickness & maternity benefits.

source: Adapted from "Social Security Programs Throughout the World, 1007"
published by flEW.

The CinM, nir . Senator Anderson had to leave while you were
testifying. lie told me he appreciated what you had to say and he
read your statement.

Senator BnooxpE. Mr. Chairman, while waiting, I overheard the
colloquy between you and Senator Kennedy. You mentioned some
50,000 police jobs that. were available. I have also seen that figure
quoted. Very recently when I was on tour in New York as a member
of this President's Advisory Commission on Civil Disturbances, I
looked into some of the reasons why there were not more people seek-
ing jobs with the police department in the city of New York, particu-

y in these poorer areas such as East Harlem, where we have had a
civildisturbance and which is primarily inhabited by members of the
Puerto Rican minority. The answer was given to me that some of the
requirements for joining the police force were unreasonable. For
example, in this particular area, the height requirement was a great
deterrent to Puerto Ricans joining the police force.

I went into central Harlem. The same situation exists there Of a
police force of 28,000 in the city of New York, I think there were no
more than 300 or 400 Puerto Ricans on the force and only 1,800
Negroes out of the 28,000. I asked whether there was a policy of d"Is-
crimination, and the commissioner assured me that there was not.
lWly had not more sought to join the police force, which would cer-
tainly provide them with a livable wage? The requirements were
sim plyt high.

or instance, suppose a young man had been convicted of a crime,
say, when he was 10 years of age, maybe one crime, and then had
gone off to war and fought in war and had come back, received some
education and could qualify educationally for the police department
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He would never be able to join the police department, because of that
one conviction when he wu still a youth.

Now, there is a pretty largo percentage of people who come from
impoverished and disadvatitaged homes with no opportunities. You
would be amazed at the high statistics which were given me as to how
nany of these have been. in violation of some law by the time they
rea~ 21 years of age. I bel ieve the figure was nine out o 10.

So you can see there tre mnany, many factors that. have to be taken
into account in considering means of getting more people from the
shms onto the police force.

The CHAIRMAN. It would be higher than nine out of 10 if you caught
them for everything they did. I guess honest confession is good for the
soul, and I can think of a num er of things I did as a youngster, a
teenager, orpreteenagel that, would have been a serious, )erhaps dis-
qualifying offense if I had Lbeen caught at it, as a child.

Of course, as a kid both I and my friends could run pretty fast. I
think we avoided some difficulties because of that. very fact, Others,
too.

Senator BRoox. Mr. Clitirnian, you and I were fortunate. We were
the lucky ones. We probably both had fathers who, if we did something
wrong, let us know about it when we came home. But some of these
children don't have any fathers at all. They know that. when they get
home the father is not coeicerned about, their behavior outside the
home. In fact, he might even, in some instances, encourage then to do
wrong. And these are very serious problems which we have just got
to come to grips on.

The CHAIMAN. These qualifieations you mentioned relate to some
of the facts that exist in a. great number of governmments. Now, in this
very bill we have a provision that hopefully c~uld be a very great
benefit to the State oflAuisiana if we can work it out. But the State
has so much bureaucratic conflict between various agencies of the State
government itself that it preseiits a Gordian knot that we must try to
untieto find out how the Statecan fully avail itself of what is provided
in this bill.

I don't know if we can work it. out or not. But that is not our fault.
It is because the conflict, among State agencies handling various
aspects of the progrm is such that they can't resolve it, and we will
try to work itout. M aybewe can but maybe we can't.

Now, with regard to these police qualificat ions, it would seem to me
that these police forces ourgit to be moving to modify this thing of
requiring a certain height.. -How much height do they require of some-
body to be on the police for Ie

Senator BnooxiR. I think it is 5 feet, 8 inches.
The CHAIMAN. My impression about. the qualifications for a police-

man is that the most important, qualifications have to. do with what is
in his heart-the courage of the man to face danger. Here in Wash-
ington the physical requirements have been adjusted, reducing the
requirement on eyes of from 20:20 to 20:40, correctable to 90:20 with
glasses. The teeth requirements are reduced from a minimum of 16
natural teeth to proper-fittbg dentures in good repair. And as recentlyy , , the heigt requirement had been lowered from
minimum of 5 feet, 8 inche to 5 feet, 7 inches.
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Now, I regret to say it, but while I thought I was a pretty good naval
officer-not that my commanders above me always thought that-I
don't suppose I could have qualified, once I started wearing glasses,
for the police force. And that. is something that ought to be coITected.
The fact that a man is 5 feet, 7 inches or 5 feet, 8 inches doesn't mean
he couldn't qualify as a good policemnan. Some races just. are not. as tall
as other races, too. That probably applies to the Puerto Ricans.

Thank you very much for your statement.
Senator Talmadge?
Senator T,%L.,AoDE. No questions. I compliment you on your state-

inent, Senator Brooke.
Senator BRooxr. Thank you, Senator Talmadge. Thank you, Mr.

Chairman.
The CnAIRMAN. Our next witness is the Honorable Sam Caldwell,

commissioner of the Georgia Department. of Labor.
Senator TAIMOoE. Mr. Chairman, it is my pleasure to welcome

to our committee my friend and constituent, the distinguished labor
commissioner of the State of Georgia.

The CHAIIMAN. I want to thank you very much, Senator Talmadge.
M[ay I say, Mr. Caldwell, it is my impression that anybody from

Georgia, who comes recommended by Herman Talmadge has to be a
very good citizen and good public official if he testifies in that capacity.

STATEMENT Of' HON. SAM CALDWELL, COMMISSIONER OF LABOR,
STATE OF GEORGIA

Mr. CAL WE.I,. Thank you, Mr. Chairman.
Mr. Chairman, distinguished members of the Senate Finance Com-

mittee, it is a great honor for me to have this opportunity to speak
briefly to this committee of the Senate in regard to what, I believe to
be unsound provisions contained in H.R. 12080.

I address myself only to those provisions in the bill which relate
to the manpower training programs in our Government.

Careful study of these provisions-even a cursory study-would
reveal that they provide for one department of Government to take
over a large part of the responsibility of another department of Gov-
erinment for which it is not fitted and for which the authority requested
is inappropriate.
I speak to you as an elected commissioner of labor from Georgia, and

one who has an overwhelming mandate fiom the people to insure
realistic training programs and job placements.

It has been essential in our Government since its establishment that
we should avoid excesses of power.

I believe it was George Washington who said that the Senate is like
a saucer, where hot liquid is poured from the cup to be cooled.

Gentlemen, the manpower provisions of H.R. 12080, as assed by
the House, should be all owed to cool here and, indeed, to die here. '

Our forefathers realized that the acquisition of power creates the
desire to obtain more and more power over the lives of individuals--
and that having acquired, wrested, or assumed additional power leads
to a demand for more and more and more power.
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The Secretary of Health, Education, and Welfare now controls a
broad spectrum in our Government and is, in truth, approaching what
should be a ceiling on theextension of his domain.

Certainly, we should not let one Government agency have authority
to plan and direct a program of activity, excluding another Govern.
meant agency from such planning and direction, yet placing the re-
sponsibility for its success or failure on the department so excluded.

We are talking about tmining welfare recipients. We know at the
outset that on a massive basis the success of such training as far as
job placement is concerned will be limited.

We know, too, that it is an absolute necessity that this group of
people be counseled frequently and on a continuous basis in order to
motivate a desire for self-sufficiency and a better way of life.

Knowing of these barriers and having observed them over the years,
we know as a fact, and as something that is daily evident, that sur-
mounting these barriers will require herculean effort., staggering out-
lays of funds, and we feel that (he percentage of success will be dis.
couragingly low.

Nonetheless, we realize that the effort must be made and that we
cannot treat any group of people as an island when we attempt to
help them improve their lot in society. That is one of the great weak-
nesses in this House-passed version, in that it tries to set people
receiving welfare assistance aside from their fellows in the population
and to train them as a separate part of our society.

In reality, welfare recipients should have the opportunity of ade-
quate training programs that will pi-pare them for gainful em-
ployment.

They should be made keenly aware that there is a better life and
environment which can exist only through initiative and hard work.

We want no ghettos in America.
But, since we have them, we want training programs that can give

hope and opportunity to those in ghettos.
In all areas, the fragmentation of manpower programs needs to be

minimized- if we are to provide those who need it most with adequate
training and meaningful jobs.

Indeed, there is strong sentiment today for consolidating many of
these programs which have been established outside of regular op.
rating denies, such as OEO, into one agency. Whenever the wis-
dom of this course is realized, much of the waste and duplication will
be eliminated.

We should not throw out the window all of the experience and ex-
pertise gained by the Labor Department Manpower Administration
in the successful operation of such programs.

In fact, the Manpower Administration is giving increasing priority
to the chronically unemployed including those on welfare. This is
true in the State of Georgia. We have found that where the training
has been sufficient and meaningful there is no difficulty in placing
those who complete such training in good and lasting jobs.

And, we cannot lose sight of the fact that through the Manpower
Development and Training Act programs, we are heading off many
prospecve welfare clients-before they become dependent upon public
assistance
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Gentlemen, to show you the absurdity of these duplicate programs
we need only to compare the success of MDTA programs, where in
Georgia we are placing 85 percent of those trained on useful 'obs.

And yet, only 465 MDTA training slots are authorized /or the
Atlanta metropolitan area during the present fiscal year. We need a
minimum of 5,000 and could successfully carry out a program embrac-
ing 10,000.

A proposal for utilization of 4,000 MDTA slots was submitted but
couldn't be approved due to lack of funds-and yet, this bill calls
for the expenditure of hundreds of millions of dollars for the doubtful
and unproved.

We should expand MDTA program financing and bring the full
impact of this program to all segn ets of the community, including
substantial numbers of welfare recipients, potential welfare recipients,
and other disadvantaged persons.

This is an approach where success has been proved.
This is a total approach-not one which is fragmented.
MiDTA training courses in Georgia are jointly planned and oper-

ated by the department of labor and-the department. of education. The
welfare agency in Georgia is not training-oriented and does not have
qualified personnel in this field.

It is inconceivable that manpower and training functions such as
those proposed in this bill would be placed under the Secretary of
Health, Education, and Welfare, the result of which would be needless
duplication of services already provided or which could be expanded
under the Secretary of Labor.

Some of the specific recommendations contained in this section of
HRK 12080 provide:

1. That community work and trainiingprograms be established in
those areas where the Secretary of Health, Education, and Welfare
determines that a significant number of AFDC recipients are located.

2. That work and training p programs be mandatory for all AFDC
recipients who have attained the age of 16 and are not in school.

3. That such work is performed on projects which serve a useful
public purpose and do not result in displacement of regular workers
This indicates that public works projects would be established under
this plan, and no thought is given to permanent employment.

It provides for day care services and also that any recipients who
refuse without good cause to register with local employment offices or
to accept training or employment will be denied welfare benefits.

Gentlemen the House Ways and Means Committee pointed out in
their report that by 1970 this program would require some $200 million
for day care services alone.

An additional $700 million would be required to establish the com-
munity work and training programs.

The Employment Service offices then would be placed in a position
of having to certify those who refuse jobs and training, without the
administrative authority to supervise that training.

A realistic and meaningful training inogran must, ificlude a deter-
mination as to what skills are needed and what job opportunities are
available in the area in which the recipient is training.

Without job placement, training is an expensive exercise in futilty.
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In 1he State of Georgia, there are 24,244 families now receiving
AFDO payments. Of this number, 20,478 are unemployed mothers
and only 3,766 are unemployed fathers. This clearly indicates that the
proposed program is aimed at mothers who are heads of households.
The great majority of these are not qualified for gainful employment.
So unless primary consideration is given as to whether jobs are avail-
able in every area where parents are trained, the training program be.
comes but another useless and greatly expensive experiment.

Certainly it is unlikely that any State is going to provide matching
funds for this type of experiment.

It is my belief that the intent of the House Ways and Means Com-
mittee was to decrease welfare payments by placing more people on
useful jobs. This intent was lost in a maze of unrealistic and impossible
provisions which would result in a duplication of services and pro-
round waste of dollars.

The original intent could be accomplished by placing the responsi-
bility for training in the Department of Labor and including these
provisions:

1. Require all AFDC recipients who are 16 or over, and not in
school, to obtain from the local employment office a certification as to
whether employment is available.

2. Require that those who refuse a job, without good cause, be in-
eligible for welfare benefits.

3. But do not require those recipients to go into a training program.
For if it becomes mandatory for them to accept an available job, this
will provide an incentive for them to train and upgrade their skills.

4. For those who accept employment, reduce their welfare payments
by the amount of their salary or some reasonable percentage.

5. Expand MDTA programs and continue to train welfare recipi-
ents on a volunteer basis, in the same manner in which we are now
doing.

This, gentlemen, is the only realistic approach, which takes into
account the various complicated social conditions involved, shows a
basis of proven success, and which is in accord with the traditional
American principles of self-improvement.

Thank you, sir.
Senator TALMADGE (presiding). Mr. Caldwell, I congratulate you

on your statement. I find myself in agreement with virtually every-
thing you have stated here in your statement, particularly your six
recommendations that you make to the committee on pages 7 and 8.

I notice in general that is substantially the same tetimony that the
distinguished Seoretary of Labor, Mr. Wirtz, made this morning.

On page 4 of your statement, paragraph 3, you state that only 465
MDTA training slots were authrized for the Atlanta metropolitan
area during the present year. Does that mean only 465 people will
have the opportunity for training in this area?

Mr. CALnWELL. That is correct.
Senator TALMADOGE. How many are getting the opportunity for the

entire State?
Mr. CALDWELL. We have at the present in MDTA classes 1,050

throughout the entire State.
Senator TALMADOG. So really you are just kind of a drop in the

ocean with what you are doing at the present time?
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Mr. CALWELL. That is right. And, as you will recall, the MDTA
program was cut back in favor of some of these other programs that
have been set up, and certainly with a program such as MDTA where
we have proven success, these types of programs should be expanded.

Senator TALMADGE. Does the poverty program in their training pro-
gram work with yoI?'Do you have any jurisdiction in that field

Mr. CALDWELL. We don't have any jurisdiction. Under OEO, when
it was first created, I think we had a contract with them whereby we
furnished personnel such as counselors in the neighborhood youth
centers, and we were reimbursed from this agency. We still ftirnish
those personnel but at the present time we are hot being reimbursed.
So, in practically all of these training programs that have been set
up outside of the Department of Labor and the vocational educational
department, we have had to more or less supervise or furnish coun-
selors for the-s training programs even though they were funded
through other agencies.

Senator TALMADGE. Wouldn't it be a good idea if all those training
programs were consolidated under one Stae agency I

Mr. CALDWELL. I think it would be a very good idea to consolidate
them under one agency and, of course, the department of labor in
Georgia works very closely with the department of vocational educa-
tion in determining what skills should be trained for in these classes
and also in determining whether or not jobs are available in these
areas before we set up training programs.

Senator TALMADOGE. On these training programs that you have, are
you using to a large degree the area vocational training schools and
the local vocational training schools or how is it implemented?

Mr. CALDWELL. Our vocational education department furnishes
teachers to teach these classes, and then in many locations throughout
the State we are using the facilities of the vocational education de-
partment. In other areas we have set up MDTA centers. I think we

ave some 15 in Georgia now. And, of course, it is coordinated very
closely with the vocational education program.

Senator TALMADo. How do you get your applicants for these train-
ina programs?

'Mr. CALDWFLL. We recruit them. Of course, we have a great many
more people who are applying for these classes now than we are able
to fill.

Senator TALMADGE. What is the ratio of applicants to vacancies that
you have availableI

Mr. CALWELL. Well, in the Metropolitan Atlanta area, for exampl
we have some 5,000 that have applied for these training courses, and
yet we only have 465 approved. .

Senator TALMADG. Are you urging them, in turn, when you don't
haveavailable slots to go to the vocational training schools ?

Mr. CALDWELL. es, sir; but; of course, with the vocational and edu-
cational schools, they are dealing with a little higher type personnel
and also with people who might be in a better financial position. Most
of those that. we are training under MDTA are those who cannot
afford to go to the vocational school and who must be provided some
type of subsistence while they are going to these classes.

Senator TALMADGE. Yours, then, is some type of relief clientele?

88-231 0-7--pt. a-
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Mr. CAwij Ye, sir.
Senator TALmA . Thank you very much, Mr. Caldwell, for your

very able and informative-one further question. How many AFDC
recipients have you trained f

Mr. CAwwwlL. At the present time we have 55 AFDC recipients
enrolled out of 1,050 who are enrolled in MDTA classes. We don't
have any statistics as yet because we have not been keeping them along
this line as to what success we have had in training AFI)C recipients
and placig them on jobs. But overall, the program has been very suc-
cessful and-we are placing 85 percent of them that complete this train.
ing on job

Senator TALmADG Did these AFDC recipients volunteer or did you
have to recruit themI

Mr. CALzWxa. They volunteered.
Senator TALMADOG Thank you very much. You made a very fine

statement.
The committee will stand in recess until 10 a.m., tomorrow morning.
(Whereupon, at 1:25 p.m., the committee recessed, to reconvene at

10 a.m., Wednesday, Aug. 30,1967.)
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WEDNESDAY, AUGUST 30, 1967

U.S. SZNATZ,
COxMMMr ON FINANCE,

Waington, D.O.
The committee met, pursuant to notice, at 10 a.m., in room 2291,

New Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Anderson, Gore, Talmadge, Ribicoff, Wil-
liams, Carlson, Bennett, and Curtis.

The CHAMMAN. The hearing will come to order.
This is the third day of public witnesses testifying on the Social

Security Amendments for 1-967. Today our witness list is comprised
primarily of persons who desire to speak to the medicare aspects of
the House bill. Our first witness this morning is Dr. Donovan McCune,
appearing on behalf of the Kaiser Foundation Health Plan.Is Dr. McCune here I

Dr. McCune, I believe you have some assistants. Will you please
take your seat there and identify your assistants and proceed, sir?

STATEMENT OF DR. DONOVAN McOUNE, ASSISTANT TO EXECUTIVE
DIRBTOR, THE PERMAIVENTE MEDICAL GROUP; ACCOMPANIED
BY SCOTT FLEMING, VICE PRESIDENT AND COUNSEL, KAISER
FOUNDATION HEALTH PLAN

Dr. MoCuNE. Mr. Chairman, I am Dr. McCune of the Permanente
Medical Group, which serves health plan members in the northern
California regon.

Before I pioeed today I ask the indulgence of the committee to
express my sorrow at the death a few days ago of Henry Kaiser, the
original sponsor of the health plan which my associate and I represent.

The CHARMAN. May I say we all miss him. He was certainly a great
American.

Dr. MoCurN. He was indeed, sir.
He long maintained close personal associations with the physicians

of the Permanente Medical Groups, first with Sidney Garfield, with
whom he joined in founding the heath plan, and later with many
others, and hence his loss is felt deeply, not only by the administrators
of the health plan, but also by the physicians in the various Per-
manente Medical Groups.

Referring to myself again, I was graduated from the Johns Hopkins
University Medical School in 1928, and was a member of the Depart-
ment of Pediatrics in Columbia University Medical School for about
20 years, until I joined the Permanente Medical Grotip in 1951.
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During the last 16 years most of my efforts have been devoted to
care for the prepaid members of the Kaiser Foundation Health Plan;
I have also been involved in a good many administrative and man-
agerial jobs with the medical group and have been continuously
concerned with the effective use of our health care resources.

I am now assistant to the executive director of the Permanente
Medical Group, which provides professional care to members of tho
Kaiser Foundation Health Plan.

With me is Mr. Scott Fleming, vice president. and counsel for the
Kaiser Foundation Health Plan. We are here at. the request. of the
health plan to report on some observations concerning our experi-
ence with medicare, and with suggestions as to how the functioning
of medicare for our members could be improved.

We wish in particular to voice our support for the provisions
of section 402 concerning incentives for quality and efficiency in
the provisions of health services. Representatives of Kaiser Founda-
tion Health Plan have previously expressed our concern that the
"reasonable cost" reimbursement approach not only fails to provide
constructive incentives for the more effective organization and pro-
vision of health care services, but also tends to stifle innovation and
potentially useful diversity.

The Kaiser Foundation medical care program is the largest of the
group practice prepaid programs in the United States and now serves
over 1.5 million persons residing in the Pacific Coast. States and
Hawaii. About 60,000 of these are eligible for medicare.

Similar programs under different sponsorship operate in other parts
of the country. These plans differ fundamentally from health insur-
ance and Blue Cross-Blue Shield plans which collect. premiums from
subscribers and utilize these funds to pay bills incurred for each
covered service.

Group practice prepayment programs are not engaged in bill paying.
On the contrary, they, and we, pool the funds collected from sub-
scribers and use these funds to provide facilities and personnel re-
quired to serve the health-care needs of their subscribers.

This leads us to the fundamental concept which I wish to draw to
your attention. Conventional medical and hospital care in the United
States assumes responsibility for the treatment of single or repeated
epis cs of illness in individual patients. It is to this conventional
method of providing and paying for health-care services that the
basio medicare legislation is necessarily directed. However, a sig-
nificantly broader assumption of responsibility is possible and we
think desirable; namely the assumption of responsibility not only
to treat the single epklses of illness in individual patients, but also
to promote the iealt, of the population consisting of all enrolled in.
dividuals not only when they are ill, but when they are presumably
well.

Our group practice prepayment health progrm-involving approx-
imately 1,600 physicians and 10,000 nonphysician personnel, lizing
18 hospital-based medical centers and 28 satellite medical offices-
undertakes this responsibility. This program, that is to say these people,
have accepted this assignment to serve the health-care needs of the
aforementioned 1.6 million individuals including some 60,000 medicare
beneficiaries who have individually elected to obtain their hospital
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medical and related services primarily through tha professional per-
sons and facilities which constitute the program.

Physicians are associated with tie program through the independent
professional partnerships which" contract with the Kaiser Founda-
tion health plan. They are not paid on a fee-for-srvice basis under
which earnings depend on fees changed and volume of services per-
formed; rattler, they receive steady incomes through prepayment, un-
related to fees for individual services. Correspondingly, and except for
the deviation necessary to conform to the requirements of med icare
I art. A, the hloppitals are: not. yaid on ft patient-day or other "pieew~ork"
baSis ill which a. pricOe or a cost is awociated with anl idivid( 'tial unit of
service. Rather, the funds derived from the he"Alth plan membership
iireutilized to sul)port the total stair and facilities required to perve this
membership. hus, the concept. of responsibility for the comprehensive
health care of a population is realized.

Under this economic structure there is no financial advantage to be
g, gained by excessive or unnecessary hospitalization or by performing
surgery or rendering other professional services which are not medi-
cal', necessary. '1he healthy member is an a're- and the sick patient a
liability; to keep the member well becomes the most economical medical
care. In this context financial incentives as well as professional respon-
sibility are coordinated to encourage efficiency, economy, and effective-
ness in the use of health-care resources, including preventive tech-
niques and early detection of disease.

Admittedly, we have no private magic; and the health plan member
cannot be kept. free of illness, disability, or death.

Thus, we do not assert qualitative superiority for our program nor
do we criticize more conventional approaches to the provisions of
health care with respect to the elusive issue of medical quality. How-
ever in the objectively measurable area of quantity of hospital service
we have utilization statistics, both before and after the effective date
of medicare, to wich I will refer for the purpose of informing this
committee of the relatively low rates of hospital utilization which
characterize our program.

The largest operating division of the Kaiser Foundation medical
care program, the northern California region, with which I am di-
rectly concerned, now has a membership in excess of 770,000 persons, or
nearly 15 percent of the total civilian population in the areas which we
serve. In this region in 1957 when our northern California region
membership was somewhat over 300,000 persons, the average rate of
hospitalization for the entire health plan membership was about 650
days per 1,000 members per year; health plan members 65 years of
agp and over then utilized 2,240 days of hospital care per 1,000 members
per year.

In a special analysis covering the 12 months ending June 1963, the
average utilization rate for our total membership of approximately
450,000 in the same region was 600 days per 1,000 members and the
corresponding rate for members 65 andover was 2,850 days per 1,000
members, aga!n per annum.

By comparison, for the first full year of the medicare program-
that is, the 12 months ending June 30, 1967-the average hospital
utilization rate for our entire health plan membership of7'25,000 in
northern California was 500 days per 1,000 members per year, and the
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corresponding figure for our 30,000 medicare members was 2,200 days
per 1,000 members per year.

Thus it is clear hat our hospital utilization for persons 05 and older
did not increase after inedicare. The average hospital utilization rates
for the total health plan membership reported above are significantly
below hospital utilization rates generally reported in clainms-pay inent
type of plans across the United States. 'fiho run from about 800 days
per 1,000 persons per year in certain areas of relatively low utilization
up to niore than 1,000 daysper 1,000 persons per year.

The CHAIRMAN. Could I stop you there to se if I undetstand the
point you are inaking here? Do I understand that you have a muchlower util izat ion

Dr. McCtu Nr. Very much lower, sir.
The CHAIRMAN countt inning). Rate, than the national average for tlhe

medicare patients. Is that. the comparison you are making?
1)r. McCuNE. That is the substance of whmat I say, sir.
The CHAIRMAN. As I understand it, you are saying here that for

those 65 and over, the rate was ,150 days I
Dr. McCutyi. 'hey used about four tines as many beds in rough

figures as those under 65.
The CuAH uAN. I se.
Dr. McCuNz. This is well known in the health industry and other

seIments.The0 CuITA1,131N. Yes.
Dr. McCuir,. But we have had no increase of utilization in that

segment of the population under medicare.
The CAT IMAN. Yes, sir.
Dr. McCuNE. May I proceed, sir?
The CAIRM1AX. Yes, sir, pleas.
Dr. McCuNE. Comparison of per patient. day cost. in our hospitals

shows somewhat lower costs than the average for California volun-
tary nonprofit, hospitals. However, this difference is not. nearly s
dramatic as the difference in hospital utilization rates. Our exi)eri-
ence--approximately 500 days of general hospital care per 1,000 inem-
bers per year or a half a day per person per ytar-is as much as 40 per-
cent lower than reported experience for the California general popula-
tion and other California polmlation groups.

A considerable amount of materiais at hand regarding the ability
of group-practice prepayment, plans to achieve significant efficiency
and economy in the provision of quality health care services. Tn view
of time limitations and the complexity of cost comparisons I will not
attempt to develop this aspect of the subject. The document which has
been submitted includes an addendum which contains some pertinent.
references.

Just as gup practice plans do not have any medical magic, like-
wise they do not possess any economic magic. Our costs for buildings,
equipment, supplies, and personal services are largely, I would say,
totally determined by the economic environment, in which our plans
exist. On the basis of my experience in the administration of our pro-
gram I see these principal areas of economic advantage:

1. Incentives for the use of the medically most appropriate ap-
proach to diagnosis and treatment.

2. Optimum utilization of personnel.
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3. Of primary importance is unremitting responsibile participa-
tion by physicians in promoting the economic ethciency of hospital
operations.

To return to section 402, the purpose of this section is to--
The CHAnIMN. Could I just ask a question hereI
Dr. McCUNE. Sir?
The CHAIRMAN. Onj)oint No. 3 there-
Dr. MGCUNK. Yes, sir.
The CHAIRMAN. How do you undertake to get this kind of respon-

sible participation by your physicians ?
Dr. McC NA In brief, sir, we devote a great deal of energy and

effort to seeing to it that the physician gains a thoroughgoing intel-
lectual working knowledge of his responsibility in the field of medical
economics. Our physicians are involved with the health plan, with the
medical group and with the hospitals.

TheCHAIRMAN. And they feel a real responsibility that they should
keep those patients in the hospital no longer than necessary

Dr. Mvc xJE. They should not admit frivolously or for trivial
reasons or merely in response to the patient's minor matter of con-
venience; not to give custodial care in the guise of acute hospital care
They should not.-keep the patient overlong because of admmistrative
inefciency or lack of proper preparation for discharging the patient)
which involves several steps. They realize that the whole economy of
practice in this operation is it very imlportant points-not over the
medical point, not over the medical necessities, but closely coordinated
therewith.

The CI IRMAN. I suspect if we could put that. approach into effect
in the State hospitals of Louisiana we would save about a third of
what is being spent there. That is just the impression I gain because
the avenge patient, the last time I looked at the figures, tends to stay
about 50 p rcent longer when the State is paying or it. than he does
if he is paying for it himself. The human equation there seems to come
into it.

Dr. McCv"n. The human equation unquestionably enters, sir, and
I have had some personal experience in both the administrative and
the actual doing of these things. It isn't easy to get people out if
they don't want to leave. It is an effort.

The CHAIRSAN. I am told that in your foundation hospitals you
are discharging medicare patients after about 8 or 9 days although the
national average is about 14 days.

Dr. MOCUNE. Mr. Fleming has the data on that.
The CHAIRMAn. Do you have that, Mr. Fleming?
Mr. FLEMuIo. Yes. I do not have the current data that is directly

responsive to your question on our present experience with the medi-
care population. We can get that dat. and submit it as a supplement
to the statement. I have some general utilizMion experience by age
going back over 10 years. But I don't have anything that reflects
currently the average length of stay of our medicare peo .

The CHAIRMAN. Well, Mr. Constantine of our staff can help you
get the figures from the Department and I would hope that you and
lie-he iaswide me at the moment-I would hope that you wold help
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t t those figures. I would like to see how your experience compares with
national average.
The information referred to appears at p. Al.)
s I understand it, you are meeting HEW standards as far as

care of patients and that sort of thing are concerned; is that correct?
Dr. McCuNzE. Well, our standards are really those of the Joint

Commission on Accreditation of Hospitals, Mr. Chairman. I am not
aware that medicare has set up standards of therapeutic effort. This
would be rather difficult.

The CHAIRMAN. WVell, I would think that you have something that
you couldgo by, the number of deaths per 1,000.

Dr..M z;E. These data are, of course, available. But I again
can't give you any documentary, support, but I am morally confident
that we are meeting any formal requirements of therapeutic quality
in dealing with this segment of the population. We make no distinc-
tion, sir. Our physicians frequently don't know that their patient is
a medicare patient. This doesn't. interest our physicians tit that point
in time. They are treateA as anyone else.

Mr. FLxmir. o. We are meeting all applicable legally established
standards and all applicable standards established by professional
and hospital organizations. There are studies on the general subject
of the quality of service provided through our program, and we can
also supplement this statement, if you wish, by some references to
studies, by outside organizations on that issue.

The CHAIRMAN. I wish you would provide us as much as you can
on that, because I know that you have taken a strong interest in these
matters, to see how well you are doing with your program.

Now, I am rather concerned with these comparisons, and I am going
to ask to get the figures for comparison. In the city of New Orleans,
for example we have the Ochsner Foundation Hospital which is one
of the best in the world, and my impression is that patients who go
there, who can afford to pay, are well able to pay, are waiting in line
to go to that hospital. You are almost, a pri'iliged person to get into it.
Those who do go and who are able to pay their own way, if my im-
pression is correct, they are out of there substantially sooner than when
they go to our State hospitals. New Orleans Charity and others, where
the medical attention is of high standard, but the patients stay a lot
longer. The thought occurs to me that a great deal of money might, be
save-d by trying to meet Ochsner standards at New Orleans Charity
in terms of efficiency of treating a person and getting them out of there
as soon as they can be dischargd.

Dr. McCuNe. We agree with you, Senator Long.
Senator CARLSON. Mr. Chairman, just one question.
Dr. McCuNE. Yes.
Senator CAwisoN. Do I understand that the patients that are treat-

ed by the Kaiser Foundation Health Plan are treated by physicians
who are on a monthly or annual salary basis?Dr. MCCUNE.. The Permanente Medical Groups generally employ
physicians on a monthly salary basis for about 3 years. After that
period most of the physicians become partners in th1e medical group
in which they have been employed. As partners they are not tech-
nically on a.salary but receive a regular drawing account and a share
in the earnings of the partnership. This provides relatively steady
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income and as such it is somewhat like a salaried type of employment.
It is specifically not a fee.for.service method of compensation.

Senator CARLsow. That is the point I wanted to get.
In other words, they are not paid on a per diem basis when they

treat patients?
Dr. McCuvE. No, sir.
Senator CARLSOx. All right, thanks very much.
Senator ANDERsoN. Don't some of your own figures show that about

8 days is the average length of stay in your hospital?
Dr. MCCUN& Tliat is probably approximately true, Senator Ander-

son. I don't know what figures-
Senator ANDEMRSON. I have a letter from your office that says "The

length of stay in our acute general hospital for 1965 is; 8 days."'
Mr. FLE-miNo. Senator Anderson, I believe the letter you have there

I probably came from Dr. Sayward in Portland, and this is one of the
four geographical regions in which we operate.

Senator ANDERON. Is that figure there, days?
Mr. FLEMING. Yes, that is the figure tere
Senator ANiDEtsoN. Amnst 14?
Mr. FLEMINO. We, I think that a little bit of interpretation is nec-

essary, and I would like the opportunity to submit this in writing
after reviewing it with our director of. medical economics becauseI
am concerned that figures out. of context may be misinterpreted. I can
give the committee this information: The average len of stay for
our total membership not the medicare membership, but total inem-
bershi p 'in 1957 was .1 days per stay. In 1960, it was 6.9 days per
stay. I-n 1963, it was 6.7 days per stay. In 1965, 6.6 days, and 1966 6.4
days. So for our total membership in our largest region, whiAl is
northern California, we have this pattern.

I am sorry that I do not have corresponding figures on what we call
an age specific basis that is the average length of stay for people in
various age groups. I can get them, but I don't have them with me.

Senator ANDERONq. On your whole general program it is about 6.7 or-
7 dfi. FLEXING. It has varied during this period from slightly over 7

days9 down to about O1/2 das
Senator ANDERSON. Well3 aya might, be an average. Is that general

figure applicable to the country as a whole?
Mr. FLE-miNG. Oh, certainly not.
Senator ANDE-RsoN. That is right, that is what I am trying to get to,

certainly not.
Dr. McCuNpiCertainly not..
Senator ANDEtsoN. here s generally, a longer stay in hospitals

other than the Kaiser plan. Wt8have beien discussing the Kaiser plan
for a long time and it has been n inspiration for a great many people,
but wouldn't. you give, figures for other hospitals? ofstm?

Dr. McCuNo. Do yo want average stays in other types f
These are readily available, Senator Anderson. We chon tcappen to
have them hemr, I will not trust my memory, but we will reprouce
them.

Senator ANDERsoN. Send them to us.
Dr. MCCUNE. Yein

(Ser. Alu .)Cranynt
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Senator A NDmoN. You know, average stays in other hospitals.
Your hospitals come out to 7 days, others are 14 days and that is quite
a difference.
Dr. McCuxi. Right.
May I proceed, sir
The CIAIRMAN. Please do.
Dr. McCUNE. Section 402 has the purpose among others to provide

the Social Security Administration with authority to experiment with
various alternatives in purchasing and paying for medicare services
so as to provide incentives for effectiveness-an idea that embodies
quality, economy, and efficiency. The authority provided by section
402 certainly will be utilized in support of those concepts atid innova-
tions that appear to represent responsible and realistic alternatives.
One approach of demonstrated effectiveness is the group-practice pre-
payment approach.

For section 40-2 to work effectively in support. of this approach, pay-
ment should be made on an integrated basis in harmony with the sys-
tem of payment customary in group-pract ice prepayment plans with
respect, to their nonmedicare subscribers. Section 402 should provide
the Secretary with sufficiently flexible authority to achieve this result.

The method of payment generally employed by group-practice pre-
payment plans in collecting revenue from their subscribers is the
Super capita" method-a specified level of payment per person per

month. As a result of extensive and cooperative effort between repre-
sentatives of the Social Security Administration and of group-practice
prepayment plans it has been possible to arrive at a "per capita"
method of payment for physician services under part B of medicare.

However even though a "per capita" method of payment. is ex-
pressly authorized in te definition of "reasonable costs"' for part A
services, this a pprach has not yet. been implemented under part. A
for a variety of technical and administrative reasons. Our impression
is that responsible administrators who have been working with this

problem in the Department of Health, Education, atd Welfre and the
Social Security Adm~inistration recognize desirable incentives and

administrative advantages possible t] rough a combined part A-
part B payment to group-practice prepayment plants covering all
medicare services. It is our hope that section 402, supported by sulitable
expressions of intent by the congressional committees, will eJimninate
any remaining technical obstacles. In this connection there are two
important points:

1. That payments may be made to an organization which as-
sumes responsibility for putting together an integrated hospital
and medical care program, whether or not such organization tech-
nically falls within the definitionn'of "provider of service" as
set forth in the basic medicare legislation.

2. That payment may be made to ouch an organization in a
manner harmonious with the method of payment used by the
nonmedicare membership in the organization. Under this con-
cept the payments on behalf of medicare beneficiaries would con-
tribute to the financial requirements of the organization in pro-
portion to their use, of the resources of the organization.

Because we are satisfied that the approach which we have just dis-
cussed best preserves and strengthens the desirable incentives inherent
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in the group-practice prepayment system, we urge the committee's
careful attention to this matter. If there be any doubt that the present
language of section 402 permits this method of payment, we are sub-
ittting a suggested amendment which we believe would eliminate any
remaining technical problem.

Thank you, gentlemen.
I have submitted here a much abbreviated version of the written

statement, may I respectfully request the chairman to accept the orig-
inal statement as previously submittedI

The CHAIMAN. We will certainly do that, sir.
Dr. McCuNg. Thaiik you, sir.
Mr. Fleming and I would be happy to try to answer any questions

that you may have.
The ChIA1UN. Thank you very much. Do you have any questions?
Any questions
Well, thank you very much, sir.
Dr. McCuNIE. Thank you.
(Dr. McCune's prepared stat oent. follows :)

PREPARED STATEMENT OF D. McCuNz, S uBMiTTED ON BEHALF or KAIs ma
FOUNDATION HEALTH PLAN, INO.

(entlemen, I am Dr. Donovan MeCtute, graduated from the Johns Hopkins
medicall School in 1028, Professor of Pediatrics in Columbia University Medical
.&iiool for 10 ears and a long-tern member of the American Board of
iled a trics.

I bave been a.soclated with The Permanente Medical Group since 1031;
tiuriig these 10 years mobt of my professional practice has been to care for
prepaid neinbers of the Kaiser Foundation Health Plan. I have held a number
of administrative and managerlal positions with The Permanente Medical Group
and have been continuougly oit-cerned with the effective and efficient use of all
health cart resources atsoclated with the Kaiser Foundation Medical Care Pro-
grani-phyAclans, paramedical and administrative personnel, hospital and out-
patienIt facilities, and equipment. At present I am an assistant to the Executivo
Director of The Permanente Medical Group which gives professional care to the
inewbers of the Kaiser Foundation Health Plan.

With me is &cott Fleming, Vice l're.Ident and Counsel for the Kaiser Founda-
tion Health Plan. I am here at the request of the Health Plan to present some
ob.rvttlons on our experience with Medicare and to state why we believe the
,uictlhidng of Medicare iu the context of a group-practice prepayment medical
cdre program can be Improved within the scope of existing Medicare legislation,
as aen ded by 11. R. 12080.

In particular we wish to voice our support for the provisions of Section 402,
Page 202, concerning hicentives for quality and efficiency in the provisions of
health services. Ripreseitaitives of Kaiser Foundation Health Plan have pre-
viously expressed our concent that the uniform nation-wide "reasonable cost"
relitbursement approach imiinbdld in the basic Medicare legislation not only
fall, to provide constructive Inicentives for the more effective organization and
provIslot of henzlth care serves, but also that the Inflexibility of the "reason-
able cos'" neth(l of payment tels to stifle Innovation and potentially useful
diversity.1

A brief descriptlon of the Kaiser Foundation Medical Care Program will help
to Illustrate a concept of basic importance In effectively Implementing the au-
thority for experimental tnethods of payinent hisofar as this authority may be
utilized in payment arraingcments for Medicare benefits provided through group-
practice prepayment health care programs.

tStatement Edgar F. Kaiser submitted to goue Ways and Means Committee In
:.up rt of the ging-Anderson bill (HR 4 1) In Auguwt 1961Report of House Heartngs,~iAg 1964; Statement of Dr. C.llfford li. Keene before ouswrys and Moans CommtteOe
on-.R. 1, February 3 1965: Statement of Dr. ellrd H. m before S nate Fisue¢
committee on H.R. 6676. May ?. 1965.
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The Kaiser Foundation Medical Care Program, the largest of the group-
practice prepayment programs in the United States, now serves over 1,500,000
persons residing in the Pacific Coast States and Hawaii, cf whom about 60,000
are eligible for Medicare coverage. Similar programs under different sponsor-
ship are operating In New York, Washington, D.C., Detroit, Cleveland, Seattle
and a few other areas. These plans differ fundamentally from health Insurance
company plans and programs of the Blue-Cross-Blue Shield type which collect
premiums from subscribers and utilize the funds to pay l .ls Incurred for each
covered service, a device which you know as indemnification. Group-practice
prepayment programs are not engaged In bill-paying. On the contrary they pool
the funds collected from subscribers and use these funds to provide facilities
and personnel required to serve the health care needs of their subscribers.

This brings us to the fundamental concept which I wish to bring L-efore% this
Committee-a concept Involving the responsibility assumed by a physician or
organization in the health care field. Conventional medical and hospital care
In the United States involves assumption of responsibility for the treatment
of single or repeated episodes of illness In Individual patients. It is to thi;
conventional method of providing and paying for health care services that the
basic Medicare legislation is necessarily directed. However, a significantly
broader assumption of responsibility Is possible and, we think, des! rable- namely,
assumption of responsibility not only to treat the single ephiodes of Illness of
individual patients but also to promote the health of a population consisting
of all enrolled individuals, not only when they are Ill but when they are pre-
sumably well.

Our group-practice prepayment health care program, Involving approximately
1,500 physicians and 10,000 nonphysiclan personnel, utilizing 18 ho.ipital-bi'_ed
medical centers and 28 satellite medical office facilities, now undertakes thl re-
sponsibility. This program-these people-have accepted this assignment to ;ervc
the health care needs of the 1.5 million individuals, Including Eome CO,000 Medi-
care beneficiaries, who have Individually elected to obtain their hospital, mcdkcal
and related services primarily through the professional persons and thc filitle
which constitute the program.

Physicians are associated with the Program through the independent pro-
fessional partnerships which contract with Kaiser Foundation Health Plan.
They are not paid on a fee-for-service basis under which earnliugs depend o! fees
charged and volume of services performed; rather, they receive steady income',
through prepayment unrelated to fees for Individual services. Correqpondlngly,
and except for the deviation necessary to conform to the requirements of Medi-
care Part A, the hospitals are not paid on a patient day or other "piecework"
basis In which a price or a cost is associated with an individual unit of -service.
Rather, the funds derived from the Health Plan membership are utili ed to sup-
port the total staff and facilities required to serve this membership. Thuz, the
concept of responsibility for the comprehensive health care of a population is
realized.

Under this economic structure there Is no financial advantage to be gained
by excessive or unnecessary hospitalization or by performing surgery or rendering
other professional services which are not medically necessary. The healthy
member is an asset and the sick patient a liability; to keep the member well
becomes the most economical medical care. In this context financial incentives
as well as professional responsibility are coordinated to encourage effieleucy,
economy and effectiveness In the use of health care resources, Including pre-
ventive techniques and early detection of disease.

Admittedly, we have no private magic; and the Health Plan member cannot
be kept free of Illness, disability, or death. Indeed, the possibilities for better
health which may be available through the more effective use of our Nation's
large and rapidly developing health care technology have scarcely been appre-
ciated. Extensive longitudinal research, particularly on the fruits of early de-
tection of disease, in which our organization is actively engaged, will probably
not produce results for some years to come.

Thus, we do not assert qualitative superiority for our program nor do we
criticize more conventional approaches to the provision of health care with
respect to the elusive issue of medical quality. However, In the objectively
measurable area of quantity of hospital service we do have utilization statistics,
both before and after the effective date of Medicare, to which I will refer for the
purpose of Informing this Committee of the relatively low rates of hospital
utilization which characterize our program.
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The largest operating division of the Kaiser Foundation Medical Care Program,
the Northern California Region, with which I am directly concerned, now has
a membership in excess of 770,000 persons, or nearly 15% of the total civilian
lpulation in the areas which we serve. In this Region we have made several
special utilization studies:

In 1957 when our Northern California Region membership was somewhat
over 300,000 persons, the average rate of hospitalization for the entire Health
Plan membership was about 650 days per 1000 members per year; Health
Plan members 65 years of age and over then utilized 2,240 days of hospital
care per 1000 members per year.

In a special analysis covering the 12 months ending June 19063, the aver-
age utilization rate for our total niemibership of approximately 450,000 In
the Faime Region was 600 days per 1000 members and the corresponding rate
for members 65 and over was 2,350 days per 100) members.

By comparison, for the first full year of the Medicare program-that is,
the 12 months ending June 30, 1907-the average hospital utilization rate
for our entire Health Plan membership of 725,000 in Northern California
was 500 days per 1000 members per year, and the corresponding figure for
our 30,000 Mfedicare members was 2,200 days per 1000 members per year.

Thus it Is clear that our hospital utilization for persons 65 and older did not
increase after Medicare. Indeed you will note from the foregoing figures that
our utilization exlreriene for this population group has been relatively stable
over the last 10 years.

As this Committee no doubt appreciates, the average hospital utilization rates
for the total Health Plan membership reported above-from % to about % of a
ho.4pital day per person per year on the average--are significantly below hospital
utilization rate.i generally reported in claims-payment type of plans covering
prepaid populations, In wbich utilization rates vary from about 4A of a day per
p person per year in some of the plans and In certain areas with relatively low
utilization, to well In excess of one full day per person per year In other plans
and other areas where utilization Is (omparatively high.

Comparison- of per patient day cost In our hospitals show somewhat lower
costs than the average for California voluntary nonprofit hospitals (e.g., patient
day cost on the average was $56.00 for Kaiser Foundation Hospitals in the North-
ern California Region In 195 as compared with an average of $63.48 for volun-
tary nonprofit hospitals in California). However, this difference Is not nearly so
dramatic as the difference in hospital utilization rates. Our experlence-approx-
imtely 500 days of general hospital care per 1000 members per year or half a
day person per year-is as much as 40% lower than reported experience for the
California general population and other California population groups. This
wide difference Is also noted in published utilization rates for Federal Employee
and their dependents In our plan as compared with the same group covered under
the national plans available to the Federal Employees.

A considerable amount of material is at hand regarding the ability of group-
practice prepayment plans to achieve significant efficiency and economy In the pro-
vision of quality health care services. In view of time limitations and the com-
plexity of cost comparisons I will not attempt to develop this aspect of the subject.
An addendum to this Statement Includeg some pertinent references.

Just as group-practice prepayment plaits do not have any medical magic, like-
wise they do not possess any economic magic. Our costs for buildings, equipment,
supplies and personal services are largely determined by the economic environ-
ment in which our plans exist. On the basis of my experience in the administra-
tion of our program I see these principal areas of economic advantage:

1. Incentives for the use of the medically most appropriate approach to
diagrosg and treatment.

2. Optimum utilization of personnel.
,3. Of primary Importance Is unremitting responsible participation by

physicians In promoting the economic efficiency of hospital operations.
To return to Section 402, it appears that the purpose behilud this Section Is to

provide the Social Security Administration with authority to. experiment with
various alternatives in purchasing and paying for Medicare services so ad to
provide Incentives for effectiveness-an Idea that embodies quality, economy and
efficiency. Concerted effort, both governmental and private, Is being devoted to
developing Improved approaches and methods for delivering health care. The au-
thority provided by Section 402 certainly will be utilized In support of those
concepts and innovations that appear to represent responsible and realistic alter-
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natives. One approach of demonstrated effectiveness, and the only one with which
I am thoroughly familiar, is the group-practice prepayment approach.

For the authority contained in Section 402 to be used effectively in support of
this approach we believe it is important that payment be made on an integrated
basis in harmony with the system of payment customary in group-practice pre-
payment plans with respect to their non-Medicare subscribers. Section 402 should
provide the Secretary with sufficiently flexible authority to achieve this result if
he finds it desirable.

The method of payment generally employed by group-practice prepayment
plans in collecting revenue from their subscribers is the "per capita" method-
a specified level of payment per person per month. As a result of extensive and
cooperative effort between representatives of the Social Security Administration
and of group-practice prepayment plans It has been possible to arrive at a "per
capita" method of payment for physician services under Part B of Medicare.
However, even though a "per capita" method of payment is expressly authorized
in the definition of "reasonable costs" for Part A services, thid approach has not
yet been implemented under Part A for a variety of technical and administrative
reasons. Our impression is that responsible administrators who have been working
with this problem in the Department of Health, Education and Welfare and the
Social Security Administration recognize desirable incentives and administrative
advantages possible through a combined Part A-Part B payment to group-practice
prepayment plans covering all Medicare services. It is our hope that Section 402,
supported by suitable expressions of Intent by the congressional committees, will
eliminate any remaining technical obstacles. In this connection there are two
important points:

1. That payments may be made to an organization which assumes respon-
sibilty for putting together an integrated hospital and medical care program,
whether or not such organization technically falls within the definition of
"provider of service" as set forth in the basic Medicare legislation.

2. That payment may be made to such an organization In a manner har.
monious with the method of payment used by the non-Medicare membership
in the organization. Under this concept the payments on behalf of Medicare
beneficiaries would contribute to the financial requirements of the organiza-
tion In proportion to their use of the resources of the organization.

Because we are concerned that there still may be technical obstacles to the
full realization of these results, and because we are satisfied that the approach
which we have Just discussed best preserves and strengthens the desirable Incen-
tives inherent in the group-practice prepayment system, we urge the Commit-
tee's careful attention to this matter. If there be any doubt that the present lan-
guage of Section 402, as Interpreted in the Committee reports, permits the method
of payment which we have discussed, we are submitting, as an addendum to this
Statement, a suggested amendment which we believe would eliminate any re-
maining technical problem.

ADDENDUM No. I

COST-EJTEOTIVENESS STUDIES CONCERNING GROUP PRAOTICE PREPAYMENT PLANS

1. Williams, 3. 1., Project Administrator. School of Public Health and Admin-
istrative Medicine, Columbia University and the National Opinion Research Cen-
ter, University of Chicago. Family Medical Care Under Three Types of Health
Insurance. New York Foundation on Employee Health, Medical Care and Wel-
fare, Inc., 1962.

2. Watts, H, S. M., Chairman. A Special Report of the Medical and Hospital
Advisory Council to the Board of Administration of the State Employees' Retire-
met System. June 12,1964.

8. Special Study on the Medical (are Program for Steelworkers and Their
Families: A Report by the Insurance, Pension, and Unemployment Benefits Dc-
partment. United Steelworkers of America. Tenth Constitutional Convention,
Atlantic City. September, 1960. Pp. 96-.

4. Wolfman, B. 1. Comparison of Blue Cross and Kaiser Family Medical Ex-
penditures Under a "Dual Choice" Collective Bargaining Agreement; Master's
Thesis. University of California, Berkeley. June, 1061, P. 108.

15. Huntington, E . H. (ost of Medical Care: The HEpenditures for Medical
Care of 455 Families in the San Francisco Bay Area.
(fare of 455 Families in the San Francisco Bay Area. 1947-1.48. Berkeley and
Los Angeles, Oalifornia, University of California Press, 1951. Pp. 07-69.
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6. Huntington, 0. H., Chairman: The Heller Comnittee for Research in Social
economics of the University of California. Quantity and 0ot Budget. for Two
Income Level; Prkies for the Ban Francoo Bay Area, 1960. Berkeley, Califor-
nia. Regents of tWe University of California, 1961. P. 46.

ADDmDUM No. II
SUGGESTED AMENDMENT TO H.A 12080

In Section 402, Subsection (b) on page 203, line 19, following words "or pay-
ment on the basis of reasonable cost" and preceding the semicolon insert the
following:
"or to conformity with the definition of 'provider of services' in Title XVIII, Sec-
tion 1861 (u)".

The CHAIMAN. Our next witness will be Dr. Philip H. Jones, who
is a practitioner of medicine in the city of New Orleans.

Dr. Jones, will you please take the witness standV
He received a degree from two universities in 1920 and he was a

Rhodes scholar to earn a Ph. D. at Oxford University. Following
this he was on the Selection Committee for Rhodes Scholars for
Louisiana. .I

Dr. Jones is a member of the College of Physicians, Board of In-
ternal Medicine; the College of Cardiology, and he has represented
Louisiana in the American Medical Association House of Delegates
since 1955.

Dr. Jones is past president of the Orleans Parish Medical Society,
of the Louisiana State Medical Society. He is professor emeritus
of medicine at Tulane. We are very happy to have you here, Dr. Jones.
We are pleased to see you here before our committee again.

STATEMENT OF DR. PHILIP H. ONES, PAST PRESIDENT, LOUISIANA
STATE MEDICAL SOCIETY; ACCOMPANIED BY PAUL PERRBT,
STAFF, LOUISIANA STATE IEDIOAL SOCIETY
Dr. Jonts. Thank you, Senator, for your gratifying introduction.
Mr. Chairman, and members of the committee, I am PhlWip H. Jones,

a practicing physician in New Orleans, La., past present of the
Louisiana State Medical, Society. Also I am currently and have been
a delegate to the House of Delegates of the American Medical Asso-
ciation since 1955.

Speaking for myself and for the Louisiana State Medical Society,
I wish to express my sincere appreciation for the opportunity to ap-
pear before you to discuss H.R. 12080t the "Social Security Amend-
ments of 1967."

As a representative of the Louisiana physicians, I report that the
physicians of Louisiana are vitally interested in all aspects of this
broad subject. We are interested as physicians and also as citizens
concerned with the health and welfare of our patients. However, I
shall limit my discussion to matters relating primarily to titles 18 and
19 commonly referred to as "medicare" and5 Fmedicaid" respectively.
We firmly believe that government has an obligation to aid our

citizens who are unable to provide adequate health care for themselves
However, we did oppose, and continue to oppose, the basic concept
of the medicare program; that is, financing health care for all
regardless of need just because they have reached a certain age in life.
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Nevertheless, the Congress enacted the program into law, and as
responsible citizens we are now endeavoring to make it operate with
the minimum amount of interference between the physician and his
patient and to eliminate much of the redtape. Our comments are
directed to changes which we believe will materially assist in the
operation of the program and at the same time permit the continua.
tion of the very personal patient-doctor relationship,

The CHAUMAN. Doctor, you know I agreed considerably with tie
philosophy that you express about medicare--that as many people as
could should pays substantial portion of their own medical expenses.
]ut over a period of time these two Senators sitting to my right
lwrevailed and when you don't. have the vote wh,v you have to do the
best you can to accommodate yourself to a majority, and that. is in
effect what your association has (lone, and-

Dr, Jowsi. That is one rasoi-
The C1iA1iMN. I think that is one thing about. democracy, when a

majority wins fair and square why you have to adjust yourself to the
thinking of the majority and that is what I am happy to say that you
and your group have done.

Dr. JoNts. And that is why we are still in there pitching because
there may still come another day. [Laughter.]

Senator Goiw.. You accept what is done, but you don't accept it as
permanent and irrevocable?
Dr. JONrS. That is it exactly. [Laughter.]
An integral part of this relationship hns been the historical arrange.

meut that the physician shall look to his patients for reimbursement
for his services. This arrangement was continued in medicare under
title 18 by permitting the patient and physician alternatives, that is,
allowing the patient to pay his physician airectly, and permitting the
physician to take an assignment froni him. While title 18 recognized
the traditional patient-physician relationship embodied in direct p.ay-
ment the medicaid program, title 192, was interpreted as not. allowing
for tids same kind of relationship. We are pleased to note that the
House of Representatives in passing H.R. 12080 partly remedied this
problem by making it. optiona1for tIe States to allow thelirect billing
of the medically needy recipients who are not receiving cash assistance.
We urge that Tour committee amend section 230 of H.1. 12080 so
that the physician and patient can arrange for direct payment as is
permitted under title 18, for all recipients under medicaid whether
they be the medically needy or those receiving cash assistance.

As I have indicated, the physician has always looked to his patient
for reimbursement of his services. If he looks to an indigent patient
for compensation, he may suffer financially. But doctors prefer that
risk to an involvement. that. may interfere with their personal relation-
ship with their patients.

In connection with the authority to bill the patient. directly, we urge
that your committee retain the provisions contained in section 126
and to amend section 230 of IT.R. 12080, to permit the patient to be
reimbursed and to pay his doctor on the basis of all itemized statement
of charges rather than on a receipted-bill basis.

The current requirement that a patient must have a paid receipted
bill under medicare before he could receive reimbursement from the
fiscal agent created an undue hardship on many patients. The ability to

OKA
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ray on the basis of an itemized statement of charges will provide the
patient an opportunity to secure the funds-80 percent of the bill-
rm the fisca agent before paying the physician for his services.

Another very impotrant factor in the patient-doctor relationship is
that tie patient have a free choice as to which physician he wants for
his personal doctor. This right is basic to all our concepts and we
urge this committee to retain seet ion 227 of H.R. 12080 which gives this
free choice of physicians to all individual eligible for assistance under
the medicaid program. .

Under the present medicare law, the term e r "hyian"l has been
oefned to mean a doctor of medicine or osteopath y a authorize

to practice medicine and surgery by the State in which he performs
such functions and a doctor of dentistry where he performs surgery
relating to the jaw or the fracture and reduction of the jaw or any
facial bone,

H.R. 12080 proposed that the definition of the term "Physician" be
broadened to include doctors of podiatry. We urge that the medicare
program not be expapnded in this area.

Also, the bill would authorize theo Secretary of HEWM to conduct a
study of the need for including under part B the services of addi-
tional licensed practitioners. While we are not opposed to such a
study, we wouldstrenuously and vigorously oppose the inclusion of
chiropractic at any time.

It is our position that chiropractic is an unscientific cult and that
the practitioners of chiropractic lack the necessary training and back-
ground to diagnose and treat human disease. In our opinion, chiro-
practic constitutes a very great hazard to the health care of tha people
of this Nation..

Our opposition to this cult. is based primarily upon the substandard
and unscientific education of its pracitioners and their adherence to
an irrational and unscientific approach to disease causation. To under.
stand our opposition one must understand what is chiropractic. In the
recent case of Vory R. England v. Lomuaiav State Bodard of Medical
Examiner* a three-judge Federal district court in New Orleans, in its
opinion defined chiropractic as follows:

As broadly defined by its proponents, chiropractic ts a healing art designed
to relieve human ailments by manipulation and adjustment of the spine. It Is
chlropractric doctrine that most, If not all, human ailments result from a slight
misalignment, or subluxation, of contiguous vertebrae. This subluxation tends
to Implnge on nerves emanating from the spinal cord through apertures In the
vertebrae. As a result of the Impingeiment, the Innervation to the parts of the
body served by the impinged nerve Is abnormally altered, and such parts become
diseased or predisposed to disease. The realignment of these subluxated verte-
brame through manipulation of the spine by the chiropractor removes the Im-
pingement and restores the nerve function to the diseased parts of the body.
Chiropractic science postulates that the commonly accepted causei of disease,
such ps viruses and germs, are merely secondary factor acting on parts of the
body already predisposed to disease by nerve impingement. Thus disease results
from lack of resistance to the viruses and germs which are always present in the
body.

In this case, the chiropractors contended that the equal-protection
clause of the 14th amendment of the U.S. Constitution bars the State
of Louisiana from requiring chiropractors to have a medical school
degree and that they meet the same eduational standards required for
mWical practitioners. In its unanimous decision, the three-judge court

83-281 0-47--pt. 2-4
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rejected the chiroprtors' argument that their constitutional rights
were violated. The judges found that:

There has been no showing here that the state had done more than is necessary
to protect the health of Its citizens.

The district court also said:
If the education obtained In chiropractic schools does not meet the standards

of the American Chiropractic Association and the United States Ofice of Fl4uca.
6ion, It may well be that the Legislature of Louisiana felt that in the public

Interest a diploma from an approved medical school should be required of a
chiropractor before he Is allowed to treat all the human ailments chiropractors
contend can be cured by manipulation of the spine.

The Supreme Court of the United States on June 20, 1966, affirmed
the judgment of the three-judge district court,

It was brought out during the testimony in the above case that
chiropractic groups publicly have opposed immunization programs
and community fluoridation program, both of which are endo by
the U.S. Public Health Service. In this same connection the doctor of
chiropractic degree is listed as "spurious" by the U.S. OWice of Educa
tion in its publication of academic degrees. Also chiropractors cannot
practice in any hospital accredited by the Joint Commission on the
Accreditation of Hospitals, and they are not allowed to prescribe
drugs or perform surgery in any State. Likewise, they are not used in
the armed services as practitioners.

Much of the danger experienced by their patients is the delay of
proper medical care caused by their opposition to the many scientific
advances in modem medicine such as lifesaving vaccines and miracle
drugs; and this delay often ends with tragic results. -

We urge the committee to reject any suggestions for the inclusion
of chiro practic.

The CHAIRMAN. May I say, Doctor, that I have been troubled with
this problem and, of course, we hear from chiropractors as well. It
does concern me when a person who has, let's say, cancer of the spine,
goes to a chiropractor. Is a chiropractor competent to diagnose cancer
of the spine? There is certainly such a thing d

Dr. Jowts. There is certainly such a thing and his competence in
that field we would regard to be so insufficient as to be negligible.

The CHAIRMAN. If that is what the ailment was and the chiropractor
was working on the theory that he could give that person some relief
by manipulating the spine, in your judgment, as a medical doctor,
would that be od or bid for the person I

Dr. JoNEs. it would be particularly bad for his ultimate outlook
and it would be bad immediately because of the amount of additional
pain he would have from these so-called manipulations.

The CHAIRMAN. Yes, sir.
Senator AndersonI
Senator ANDERSON. Since you have dealt with the chiropractic mat.

ter what about podiatry ? Are 'you equally opposed to that ?
hr. JoNES. The position on podiatry is this.
Senator Aiwzasow. You mentioned it and I just wondered what your

idea wa&
Dr. Jowo. It is better for the individual States to determine the

competency and scope of what the podiatrist does.
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If this federally operative law undertakes to state what the podia-
trist should do and where he works it would be restrictive on what
the States do. It is much better to keep it like all the other fields
that practice medicine on a State-determinations basis.

The CHAIRMAw. The House bill, I believe covers podiatry services
to the extent that they are licensed by the tate. I think that is the
way they handle it.

Senator ANDni5sON. If they are licensed by the State do you oppose
the use of themI

Dr. JoNEs. We are not opposed to their doing what they are compe-
tent to do. That should b4 determined by the several State boards of
medical examiners.

The CIKAIRtMN. That is the way the law roads now. I believe it says
that "only with respect to functions which he is legally authorized to
perform ts such by the State in which he performs them."

Dr. JoNzs. That. is right.
The CHaNJIMAN. As I interpret your answer you say that you don't

quarrel with the podiatrist being paid for what the State authorizes
him to doI

Dr. JoiFs. We want. them to continue that, but we don't want them
togt a blanket blessing to feel they can work everywhere.

R CI^AUMAN. I see.
Dr. Joxw. We believe they should also be included in the study of

the feasibility of certain additional services under part B of the bil.
It is gratifying to the membership of the Louisiana State Medical

Society that the bill, HR. 10080,did no, make provision for the inclu-
sion of those persons under 65 who are beneficiaries of the Social Secu-
rity Act and who are totally disabled. The feeling is that the scope of
title 18 should not be expanded and that provision for them is ade-
quate under title 19.

It is our impression that the cost of providing for the million and
one-half disabled would be several times the $225 million tentatively
indicated as the cost of this inclusion.

The position of our society in regard to discussions of enerio
drugs and whether the prescribing should be limited to such is this:

We feel that there should be no restriction of any kind on the
physician's judgment in prescribing drugs by brand names or by gM-
eric names. It is the province of the physician to use that remedy which
in his judgment is best for that particular patient. Any bureaucratic
restrictions would obstruct the free operation of the physician's judg-
ment.

Senator ANDipxeso. May I ask a question ? Does that mean that Tou
don't want to have a requirement about prescribing drugs? There als
been argument about the costs of drugs when a doctor prescribes one
certain drug which is very high priced and another drfg is inexpert-
sive.

Dr. Joiqs. We reco, ize those differences. It is our thought that
operating over a period of years in the free market, the cost of the two
types of .rugs will be the same. Immediately after the presentation of
a specialty, rug, the price i goig to be high. Over a period of years
the two will approximate each other. In a routine survey in this area,
it is found that the cost of the brand name and generic name drugs
were approximately the same.
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The CHAIRmAN. Could you provide us with a copy of that survey,
Dr. JonesI

Dr. JONES. We can get it for you.
The CHAmKuAN. We would fike to have It.
(Data referred to was received and made a part of the official files of

the committee,)
The CHAIRMAN. Would you proceed, sir I
Dr. JoNES. It is the further opinion of our society that bureaucratic

control of quality and price would be administratively most. difficult
would be professionally restrictive and costly beyond all presentestimates.

In summary, the membership of the Louisiana State Medical Society
is most anxious for the privilege of direct billing tinder title 10, for
the privilege of submitting an itemized statement of charges instead
of a recelpted bill, for free choice of physician uider title 10, for the
exclusion now and at any other time of the chiropractic from the
provisions of the bill, for the exclusion of the disabled below 65, and
for the avoidance of compulsion in regard to the use of generic drugs.

The other features of title 18 and title 19 in general are gratifying to
our membership.

The CHAnt4mAN. Dr. Jones, if we go along with you on this direct
billing under title 19, one problem that occurs to me is that we would
feel that the burden would be on the doctors to treat those welfare
patients even though on occasion they might not get paid for their
service.

Now, there is no doubt about it, if the Government is responsibl6
for payment for these people, once the doctor performs the service
he will got paid. However, you don't want the doctor to do business
directly with the Government. I spoke to your society and I indicated
to them I thought I would go along with them on that suggestion andit was ve warmly received.

Now, I do feel that if we do that, there is a very heavy responsibility
on doctors to treat these people even though in some cases we wil
provide money to some aged persons with which to pay the doctor but
these persons won't pay him. They might keep the money, and the
doctor will have problems collecting. Some say that if that happens-
patients do not pay the doctor-the doctor might not want. to treat
them again.

What isyour reaction to that? Do you think we can be assured that
these people will be treated even though in some instances they take
the money and keep it rather than pay the doctor for the medical
treatment?

Dr. Jors. It is our position first, that the conditions under which
the doctors don't get paid are not new and second, the type of
patient who might fail to pay is the one who didn't pay anyway before
this bill came into operation. The third thing is that the doctors
would much rather take the risk of not being paid than to'destroy
what is an established and satisfactory patient-doctor relationship.

The CHAIRMAN. In other words, am rto understand that the doctor
feels that he has the responsibility to treat. those patients even though
they do not pay; even though they are obligated to pay and don't pay !

Dr. Joins. You can only judge the future by the past. That hasben
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going along for a few hundred years and it probably will go by mo-
mentum until these adjustments are satisfactory to all.

The CHIRMAN. Well, the thing that concerns me is that where we
are trying to provide care and some of these people are not very intelli-
gent and are not very responsible. Perhaps tey don't pay for the care
he first time but then they come back again looking for the doctor a

second or third time and they have a bad record of not paying the
doctor, even though they were provided with Federal money for that
purpose. We still feel we have a responsibility toward those people to
see that care is available to them.

Dr. JoNFs. lie will treat them.
The CHAIRMAN. I believe that your associate there is making a note

or two that lie might want to add to your statement on that point.
Mr. Pxmnmr. Senator Long the oicial position of our society is

that the physician will treat the patient regardless. He is willing to
accept this risk and responsibility.

The CHAMItAx. Thank you very much.
I)r. JoNF . Mr. Chairman, and members of the committee, thank you

for; giving me this opportunity to expivre 'Iie views of the Louisiana
State Medical Society on this important legislation.

The CHAIRMAN. Senator Carlson?
Senator C aLsoN. Just this, Dr. Jones: I appreciate very much your

statement. We have some veiy outstanding physicians and surgeons in
Kansas, and I know, based on past experience, they have treated these
people who were unable to pay, and I know they are going to continue
to To so, regardless of some of these programs, and, in fact, one of the
very outstanding physicians in my State told me the other day that
many of these people that, he would treat and had treated in the past
without any thought of collecting any fee are now being paid for by
the Federal Government, and I have great faith in the future of the
physicians and surgeons in our State.

The CHAIRMAN. May I say, Doctor, that in years gone by I have had
a lot of free medical services. A cousin of mine who was once president
of your sociey in Louisiana Dr. Arthur Long, who passed away a few
years ago, lived a couple of blocks down the sttet from me. I suppose
I was the beneficiary of this free medical service because he practiced
by the old fashioned idea that you treat your relatives free, and that
you give away about one-third ol your treatment to either people who
can't pay or to relatives You have to make the money on those who are
iot related to you and those who can afford to pay.

Dr. JONES. Arthur was very effective and helpful in the operation of
our society. He got all the pleasure out of practicing medicine and
doing a good job that any other physician gets.

The (HAIRMAN. In my judgment he was a very great American and
I am sorry we lost him.

Senator ANDr.soN. Do you oppose State vendor payments to doc-
tors completely? ,

Dr. JoNzs. Ibeg your pardon?
Senator ANDERSON. If the States pay the doctor directly you oppose

that; do you not?
Dr. JONES. It is much better that the patient pay the doctor.
Senator ANDERoS. How about the Kerr-Mills bill which the dc-

tors supported almost solidly?
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Dr. Jown. The Kerr-Mills bill has worked, but we still prefer the
method by which the patient would pay the doctor. We are operating
under the provision now in which the State does pay the doctor, but
we prefer the situation in which the patient pays the doctor.

Senator ANDRs80X. But you do recognize that they are now paid a
great-deal by the States; aren't the I

Dr. JoNnS. Where the doctor has an option between the two, the
overwhelming majority of doctors would prefer that. the patient pay
the doctor.

Senator ANDERSON. I don't think there is a question of option. They
do accept these payments in a great degree of practice.

Dr. JoNzs. He has an option under title 18.
Senator ANDERSO.N. For public assistancel He doesn't. have that olp-

tion, does he, under public assistance?
Dr. JoNes. Under title 18 he can take an assignment or lie can billthe patient.The CHAIRMAN. Let me ask you one other thing, Dr. Jones.

Pardon me.
Senator ANDERSO. I am trying to find out what that attitude might

be. I voted for the Kerr-Mills bill the first time it. was presented be-
cause I thought it would do some good. I think it probably has bene-
fited a great number and many people don't feel that it destroys the
relationsdp between doctor and patient.

The CHAIRMAN. Doctor, let me just ask you about one other matter
that we touched on with the witness for the Kaiser Foundation. Is ityour impression in Louisiana and from your own experience and from
the doctors with, whom you associate that the average patient being
provided care at State or Federal expense stays in the hospital longer
than the person who is paying his own medical bill?

Dr. JoNzs. I can't speak from personal knowledge on the over-age-65
aspect of it. From the point of view of years of experience, there is
no question but what the patient stays longer in a hospital like Charity
or the Veterans than he does in a hospital like Baptist.

The CiLuRmAN. Would that same statement, be true of Ochsner
Foundation Hospital, that is in a private hospital, where the patient
is paying, they tend to be out of there quicker I

.Dr. Joi'. HIe tends to get. out quicker. The type of hospital that
would be called a private hospital, the workday is longer. In the
Charity-type hospital, the workday is much shorter.
The CHAIRMAN. Does that have something to do with it. ?
Dr. JoNzs. It has a bearing on how much is done in one unit of

time.
The CHIRMAN. Why is the workday shorter in the State-supportedhosptlW IDr. goNa. The workday in the State-supported hospital is shorter

because the pressure to get things done in a short time is not so con-
stant. In the private hospital, there is a pressure to get the patient out
because he is there at the expense of about $50 a day, which is coining
out 9f somebody's pocket.

The CHAIRMAN. Is that largely a pressure of the patient himself try-
ing to urgethe doctor to keep theexpenses down ?

Dr. J6Nes. it is a composite; resulting from the anxiousness of the
patient, the desire to get the patient properly cared for and, at the

860



800IAL SECURITY AMENDMENTS OF 1967

same time, getting him out because there is somebody else waiting to
come in.

The CuAnwmzi. You heard the statement of the witness for Kaisertestify that their patients stay only about two-thirds as long as theaverage in other hospitals. I just wondered if it might be possible oneway or another to bring into the medicare program and the medicaidprogram some of that same cost consciousness that the Kaiser Founda-tion seems to inject into their doctors, in getting the job done and get-ting the patient out as soon as they can.Dr. JOes. That should be possible, but it is a matter of administra-tion. Suppose that the laboratories ran on Saturday afternoon andSunday.Well, then things would move more rapidly.
The CHatus. I see,
Thank you veiy much, Doctor.
Dr. Joirs. Thank you, gentlemen.The CHAI N. Our next witness is Dr. Norman Sprague directorof the employment and retirement program of the National Council

on the Aging.
Will you proceed, sir?

STATEMENT OF NORMAN SPRAGUE, DIRECTOR OF TEE EMPLOY.
MENT AND RETIREMENT PROGRAM, THE NATIONAL COUNCIL
ON THE AGING
Mr. SPJIAouz. Mr. Chairman, I am Norman Sprague, but I am notDr. Norman Sprague. I am not going to read my testimony but Iwould like permission to have it included in the record in the hearing.The CAIRMAN. That will be printed in full.Mr. S P AGuo. I am from the National Council on the Aging whichis a nonprofit voluntary organization concerned with all aspects ofaging. . ,One of the problems with the House bill is that it has a great manynegative aspects to it. -'le national voluntary orgamizations in thecountry are very'concerned about this and I think you are going tohear from all of them on this; religious organizations, nonsectarianorganizations, and the labor aiuons.I would just like to point out one of the negatives that has beenkind of in this woodpile of the House bill and that deals with the

blood. Under the present -Medicare Act a: hospital patient. who usesI unit of blood has to replace it. with 3 pints of blood, Now, this is aspecial problem for the older person because after age 60 you are notallowed-t o give blood. It is considered a health hazaid, so the personhas to get it from his friends and that is usually difficult because theyare usually in the same age group and this is definitely a problem toolderpeople.
Under the House bill, this has been decreased from 3 pints of bloodto I pint of blood. That is certainly a negative aspc Ct of this bill.I am not going to go in and read, all the statistics on the socialbenefit levels ond poverty and all that because everybody is familiarwith that, but Monday just after I had gotten our testimony out ofour printshop I got a call from a woman who asked about what thesocial security benefits would be and I explained to her it would be a
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12 -perent increase over her present beneflt and she said "would it
bring my benefit to a $100 a month I I currently get $54 a month."

I explained it would be 1 op t of $54 and she asked me how
much t at would be and ical1a0ed it for her and it was $60.75 and
she said would that be $60.75 a week and I said "No, $60.75 a month."
How'much'would her benefits bet I told her it wbuld be $60.75 and

she runtd ad sad,"you talk about fighting poverty-"
I h~ ink it is difficult biy an act of Congress to solve a, lot. of problems,

difficult to solve the war in Vietnam by an act of Congress. Negro
problems are going to take a complicated series of ats of Congress
and a lot of other things. But we do have the administrative mecha.
nism to solve poverty among the elderly by an act of Congress and
we recommend that the retirement benefits for older people be raised
where the minimum benefit for the aged be at or above the p6veity
level. That level for an individual is approximately $1,500 a year
and that should be the minimum benefit f6r a single individual receiv-
ing retirement benefits under social security.

Senator ANDERSON. Are you blaming the Congress for poverty f
Mr. SPRAous. Beg your pardon, sir I
Senator ANDERSON. Are you blaming the Congress for poverty ?
Mr. SPRAouE. I am not blaming poverty on Cong . I am saying

we have an administrative mechanism to pull the elderly poor out of
poverty; there are 5 to 7 million people and we can do this by increas-
ing social security benefits and lifting the entire poverty level out of
it. It is much more difficult to pull other people out. of poverty, but
we do have a mechanism for doing this for the elderly poor. If this
requres using general tax revenues then we would recommend that.
In my written testimony I make the points that. we also endorse

an escalation clause so that retirement benefits are kept up to, at least
up to, the cost of living. We would see the escalation costs tied to the
gross national product so that old people share in the growth of real
productivity as well as growth of price raising.

We also recommend that the original provisions of covering farm-
ers and gr&cultural labor as propoied by the administration and taken
out by the House, be put back in by the Senate,

We also recommend that the administration proposal on medicare
and medicaid which were taken out by the House be put back in.

Furthermore we recommend that, the provisions of the Senate bill
S. 1661 sonsored by Mr. Moss and others be included in'the Senate
bill on social security. , .

We also recommend that the Senate bill S. 1662 on the licensing of
nursing home operators which was sponsored by, introduced by, Sen-
ator Kennedy of Massachusetts and others be includedd in this bill.

In brief summary then we urge that, the Senate provide higher bene-
fit levels, a cost-living escalation formula more inclusive medical bene-
fits, more liberal benefits for rural residents, and improvement for
long-term care.

Senator AND RaoN. Senator Carlson.
Senator CARLStN. No; I have no questions.
Senator Goam. I have no questions.
Senator ANDxRsoN. Thank you very much. We will print your

statement in full in the record,
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(The prepared statement of Mr. Spraguo follows:)
STATEMENT oir NORMAN SRAous, DiatrOa, EMPLOYMENT AND RTMUZNiT

PROGRAM, THE NATIONAL COUNCIL O( Tie Aoizno

The National Council on the Aging is a national, voluntary, non-profit orga-
inttlon dealing with all aspects of aging. It is a membership organization made
up largely of persons who are professionally involved with aging. They come
from industry, labor, education, social welfare, health and niedlcline, religious
organizations, and government. Our organiratlon Is financially supported by
foundations, company amid union conirlbutlons, membership dues, and community
funds.

We now have an official government definition of poverty, about $1,500 a year
for an Individual and $2,000 a year for a couple. By this definition, some 5 to I
million retired people In this country live In poverty. At the present time, the
average benefit for all retired workers is $85 a month, $1,020 a year. Under the
President's proposal for a 150 Increase, the average would have risen to $9K.75
per niotith, $1,173 per year, still below the poverty level. The House has given
us a 1211jt increase, making the benefit $96.00 a month, $1,152 a year. Thus,
do we fight a war on poverty on the one hand, and pass legislation bound to
perpetuate it with the other band.

The Bureau of Labor Statistlcs' budget for a retired couple over age 65 living
in New York City in 1060 was f3,044. Between 1000-1067, the Consumers' Price
Index has increased about 14,9", which would make that budget, at the present
time, about $3,300. At the present time, only 15% of the persons age 65 and over
are receiving income from private pension plans. This will, of course, change
In the future because so many workers are now covered by pension plans, but,
at the present time, the overwhelming majority of persons age 85 and over
have income primarily from Social Security. Therefore, Instead of providing
average retirement benefits that are below the povery level, we ought to aim for
retirement benefits closer to the real needs, as established by the Bureau of
Labor Statistics' budget.

Social Security benefits have to be looked at In relation to poverty, increases
in the cost of living, and rising standards of living. People in retirement should
share in the prosperity they helped to bring about. These views were confirmed
at the NCOA Sixteenth Annual Meeting. At this meeting, held at the Hotel Plaza
In New York, March 5-, 1967, the participants were polled by questionnaire as
to how they ranked in importance 30 issues of public policy affecting the aging.

The first three issues of priority Importance, according to this survey of pro-
fessionals working In the field of aging, are:

1. Gear Social Security retirement Insurance benefits to an automatic
escalation formula.

2. Generally extend the coverage of the Medicare program to include
dental care, podiatry, eye care, drugs, hearing aids, etc.

8. Increase old age and disability Insurance benefits of the Social Security
Act.

Based on these priorities from its membership, the NCOA, in Its testimony to
the House Ways and Means Committee, urged that retirement benefits be linked
to a formula based on growth in the national product that would increase
retirement payments each year in proportion to the growth of the economy.
For example, if the real GNP went up 3%, Social Security Insurance benefits
would be Increared by 3. Such a formula would account for both price rises and
Increased productivity, thus allowing a retired worker to share In the growth
of the economy. We urge the Senate to look into higher cash benefits for retirees,
as well as Into an escalation clause.

OOVURAO e OF WARMERS AND AGRICULTURAL LABOR

In rural areas where farms are small, Ihe farmer over 50 is often occupationally
disabled by no longer being needed In the labor market or. the food market,
and if he cannot be retained and re-employed, should be treated the same as
the totally disabled under the Social Security Act. His plight Is one of the major
social problems of rural America.

For agricultural labor, the President's proposal reduced the annual cash
wage test for Social Security coverage from the present $150 to $50. In addition,
the time test would be reduced from 20 days a year to 10 days a year. The House
bill did not Include this provision. We urge that the Senate put It back.
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MEDICARE

Under the President's proposal there was a provision for depreciation of
plant and equipment Included in "reasonable cost" for hospital reimbursement
only as such amounts are used for either capital or non-capital purposes under
conditions approved by State planning agencies. This was not included in the
House bill and we recommend that it be put back in.

MEDICAID

Under the House passed bill, a state Is no ,longer required to provide 5 services
(inpatient hospital, outpatient hospital, laboratory and X-ray, skilled nursing
home, physicians'), but only 7 of 14 servicess which might be only some or even
none of the5 now required. On the face of it, this would appear to be retrogressive.

PUBLIC ASSISTANCE-LONG-TERM CARE

The NCOA has for more than 15 years been concerned with standards of
care in nursing homes and homes for the aging. We urge the Inclusion In the
1967 Amendments to the Social Security Act of the' provisions of Senate bill
S. 1661, sponsored by Mr. Moss and others. This bill is designed to assure the
quality of nursing home services rendered to patients under public assistance
programs, and to assure the adequacy and safety of the facilities of which such
services are rendered.

LICENSING OF NUBSING HOME OPERATORS

NCOA urges that federal aid be provided to any state for the construction and
operation of nursing homes, If there is in such state a state program providing
for the licensing of all operators of nursing homes located within rnuci state.
A bill with such provisions has been introduced Into the Senate by Mr. Kennedy
of Massachusetts and others. (S. 1602).

CONCLUSIONS

We urge the Senate to provide higher benefit levels, a cost of living escalation
formula, more inclusive medical benefits, more liberal benefits for rural residents,
and improvements n long-term care.

While the NCOA Is primarily concerned with older people, It is a national
social agency with a responsibililty to be fair to the interests of younger people
and their problems. NCOA is concerned with some of the Implications of the
House bill regarding Aid to Families with Depeadent Children. There are puni-
tive Aspects of this legislation which encourage the use of sanctions to control
behavior.

The harshest provisions of the House bill are designed to deal with illegitimacy
and non-support among Negroes by punitive means and without apparent recog-
nition of the real cause of these phenomena.

NOOA considers that the benefits under social insurance and social assistance
programs be matters of right whether the costs of these benefits have been paid
through pre-paid Insurance or through general taxation.

Senator ANDEPSON. Dr. Mowbray. I asked a question about podiatry
earlier. You do represent that group now

Dr. MowBrAy. That is correct, sir.
Senator ANDEMSON. We will be glad to hear your testimony.

STATEMENT OF DR, DOUGLAS T. MOWBRAY, RETIRING PRESIDENT,
AMERICAN PODIATRY ASSOCIATION; ACCOMPANIED BY DR.
SEWARD P. NYMAN, EXECUTIVE DIRECTOR, AMERICAN PODI.
ATEY ASSOCIATION; AND WERNER STRUPP, GENERAL COUNSEL,
AMERICAN PODIATRY ASSOCIATION

Dr. Mow 'r. Mr. Chairman, and -members of the committee, I am
Douglas T. Mowbray, retiring president of the American Podiatry
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Association and a doctor of podiatry in private practice in Waterloo,
Iowa. The American Podiatry Association is a voluntary, nonprofit
organization established in 1912 and is composed of 53 component so-
cieties, one in each State, the District of Columbia, Puerto Rico, and
a society fo. podiatrists in Federal service.

I would like to interject here I have with me as research persons,
Dr. Seward P. Nyman, executive director of the American Podiatry
Association and Mr. Werner Strupp, counsel for the American Podi-
attry Association.

On March 13, I had the privilege of appearing before the House
Ways and Means Committee to present the views of the American
Podiatry Association regarding the proposed Social Security Amend-
ments of 1967. Mr. Chairman, this detailed statement is included in
the printed report of those hearings. To conserve your committee's
time I will briefly summarize and reiterate the position of my asso-
ciation regarding this legislation as embodied in H.R. 12080 which is
now being considered by your committee.

Section 127 of H .R. 12080 would make podiatrists' services available
to medicare beneficiaries under title 18. In the language of H.R. 12080:

The definition of a physician would be amended to include a Doctor of Podiatry
with respect to the functions he is authorized to perform under the laws of the
State In which he works. However, no payment would be made for routine foot
care whether performed by a podiatrist or a medical doctor.

My association wishes to express its support for inclusion of podi-
atrists' services in the manner now detailed in section 127 of H.R.
12080. •

It is fully in accord with the recommendations made by President
Johnson. The President first called attention to this need in July 1965,
when the, plan was inaugurated, and recently in his message to the
90th Congress on aid to the aged, he observed that:

Certain types of podiatry are important to the health of the elderly. Yet, these
services are excluded under present law-I recommend that foot treatment,
other than routine care, be covered under Medicare.

There aro only four classes of practitioners in the medical arts who
by training and by licensure treat by both medical and surgical
means-doctors of medicine, doctors of osteopathy, doctors of den-
tistry, and doctors of podiatry. The Medicare Act as presently consti-
tuted includes all of the professions so licensed except the podiatrist.
Section 127 of H.R. 12080 would correct this inequity by properly
including the podiatrist under the amended definition of p physician.

With "routine foot care" excluded, foot care would be included
in the medicare program in a manner consistent with coverage under
private insurance contracts and would not increase the cost of the pro-
gram. The Health Insurance Association of America has stated:

The cost of such an extension of the program should not require an increase in
the Supplementary Medical Insurance premium.

Many studies have established that foot disability is widely preva-
lent in the aged. In fact, people over 65 have three times as many foot
problems as younger people. To meet this health need effectively and
to foster mobility and independence among older people, the Nation's
podiatrists are actively engaged in cooperative educational and foot
care programs with public health agencies and other health professions.

865



SOCIAL SECURITY AX9NDMENTS OF 1967

Inclusion of foot care in the medicare program would give tangible
evidence of the concern of Congress that all aspects of health care for
the elderly are covered.

Mr. Chairman, 2 years ago this committee and the Senate approved
amendments to include podiatrists' services in the medicare program.
I trust that on this occasion this committee will again lend its support
to inclusion of podiatrists' services in the medicare program in the
manner recommended by the House Ways and Means Committee, and
passed by the House on August 17.

I appreciate this opportunity to a appear before your committee to
urge your support of section 1W7 of H.R. 12080. I will be pleased to
answer any questions at this time.

The CHAIRmAN. Senator Anderson?
Senator ANDmSoN. I have no questions. I just want to say to you

that I checked very carefully on the previous recommendations. I
think podiatry should be included and I so voted.

The CHAnwmfN. I would assume that the committee, having sub-
stantially the same members, would vote substantially the same as
they voted last time.

Senator Carlson f
Senator Bennett?
Senator Curtis?
Senator CurIs. As I understand it you are satisfied with the House

billI
Dr. MoWBRAY. Yes, sir; that is correct. We have had extensive con-

ferences, as you know, with the House Ways and Means Committee
and we are recommending that the Senate adopt the phraseology
that has been adopted by the House.

Senator Cuwris. The definitions and other provisions regarding
podiatrists are workable, in your opinion?

Dr. MowBRAY. Yes; we feel that these are workable in their present
form.

Senator Cumrs. No further questions.
The CHAImMN. What is your reaction to the suggestion that podia-

trists be paid to the extent that they are licensed to practice under
State laws? That is the law now, isn't it?

Dr. MowiaRAY. Well, sir, in response to your question, and I think
I understand it correctly, it is that the license to practice and the
nature and degree of the license to practice is the legislative preroga-
tive reserved for the States. To that degree the bill properly includes
the definition of podiatrist as licensed to practice in the State in
which he performs such functions. This is roughly the language in-
cluded. So this is self-leveling. This is a State legislative prerogative
and not the prerogative of the Federal Government or the Federal
agency.

The CHAMAN. Thank you very much, sir.
Dr. MowBRAY. Thank you.
The CHAnRMAN. Dr. Grady Lake, vice president of the International

Chiropractors Association.
Senator TALJwx. Mr. Chairman, it is a great pleasure for me

to welcome my friend and constituent from Georgia, Dr. Grady Lake.
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STATEMENT OF DR. GRADY V. LAKE, VICE PRESIDENT, INTER-
NATIONAL CHIROPRACTORS ASSOCIATION; ACCOMPANIED BY
JOSEPH P. ADAMS, WASHINGTON COUNSEL

Dr. LAKE. Thank you, Senator Talmadge and Mr. Chairman.
With me today is our Washington, D.C., representative, Gen. Joseph

P. Adams, who represents the International Chiropractors Associa-
tion of which I am a member and a vice president.

If it is within the committee's wishes, I would just like to submit
my testimony here today that is in printed form, which you, I under-
stand, have in your possession, and just touch the salient points of
the International Chiropractors Association's position in the Medicare
Act, H.R. 12080.

First of all we would urge the inclusion of chiropractic services in
title XVIII, medicare, under social security.

We wish to urge that the people who are the beneficiaries of this
legislation should have the freedom to choose the doctor and the
method of health services; that those who are chiropractic patients
should not be discriminated against.

The present section 1802 of medicare of the Social Security Act
guarantees the patients' freedom of choice of health services.

It is respectfully submitted that this freedom is not complete nor
available in fact unless the patient has the choice of the services of
any and all of the healing arts.

Let it be made clear that the inclusion of doctors of chiropractic un-
der a proper scope of practice, as we will urge here, should do no vio-
lence to the cost structure of the administration of this legislation as
there are and will be no duplication of services.

In continuing this idea of possible cost, which we realize is quite a
stagering sum under the present situation, we have here two booklets
entitled exhibits A and B.

No. 1, No. A, is entitled "Back Injury," and it is a survey primarily
of workmen's compensation cases, and it is a comparative cost study
that was compiled by the International Chiropractors Association in
comparing chiropractic, osteopathy, and medicine.

We have a boolet exhibit B, which has been compiled by the Florida
Chiropractic Association, and again it goes into cost comparison
studies. These materials support our point of view that the cost of
chiropractic care freely chosen and in lieu of other health services will
not add to the overall costs of the medicare program.

(Exhibits A and B referred to appear in the official files of the
committee.) I

Furthermore, we recently ran a survey, or this survey was run by
the Louisville local, United Rubber, Cork Linoleum & Plastics Work-
ers Qf America, which is a part of AFL-OIO, and they offered
chiropractic care to its members and their indications of cost ex-
perience since institution of chiropractic care has been excellent.

These facts and figures are at this committee's disposal through our
association.

I don't think we are here today to consider the relative merits of one
system of healing versus another system of healing at all, and the
legal recognition of chiropractic has already been given as evidenced
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by all except the State of Louisiana. Our other 48 States license doe.
tore of chiropractio.

I would like to mention that the workmen's compensation laws read.
ily recognize and realize the importance of chiropractic in the field
of the spine mid the nerve systent and their relationship to each other.
I would-also point out that the 01 bill of rights, by Federal funds, has
educated many of the doctors of chiropractic, including myself, and
additionally title 19 of the present act entitled Medicaid, permits recog.
nition of chiropractic. services

Members of the chiropractic profession in the United States now--
now gentlemen our name as International Chiropractors Association
might be consiAered a misnomer in some instances as the majority of
our membership are wtihin the confines of the 50 United States. Iow.
ever, we do have members in most all foreign countries with the except.
tion of those in the Communist countries, and we do have a few there,
but our communications are rather limited and have been for the last
few Years.

We have approximately 20,000 practitioners of chiropractic and we
oare for upward of 8 million patients a year. These patients are from
all walks of life and most of these patients participate in some form
of health insurance orthe other.

Again let me point out that chiropractic is a separate and distinct
science, and we provide a nonduplicating service, This service is con.
fined to the care of the spine, consisting of spinal analysis and spinal
adjustments to relieve normal nerve interference due to vertebral
subluxations or misalinements.

Again, I would like to say gentlemen we do not hold ourselves to
be competent in any of the other fields oi the healing arts, only chiro-
practic .

Therefore, we respectfully submit this terminology in the inclusion
of chiroprac services under the supplementary medical insurance

We have listed the sections and the lines and the proper punctua-
tion and defined the chiropractic services.

We would also urge that under section 1867, pages 99 and following
of this bill, that MId-health services be represented on the Health In-
surance Benefits Advisory Council contemplated here.

An important point in your consideration of inclusion of chiroprac-
tic services in I.R. 12080 is how noninclusion can affect an outside
industry such as that of insurance. As I have mentioned here previ-
ously, so many of our patients are covered under one form of health
insurance or another they, of course, are delighted, in the main, these
insurance people, with our services.

But one of the major carriers of insurance made this comment the
other day. He said:

Although- 1
The name of his company-

has consistently been honoring the claims of chiropractors, they would find
themselves in the very embarrassing position of not being able to reimburse for
chiropractic care it they were to become one of the insurance carrier adminis-
trators of the medicare plan if It Is passed In present form because the definition
of a physiciann" does not Include chiropractic.
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Even though the act states that the patient shall have a freedom of
choice.

Now, this situation has been in existence now for 2 years. Because
of this exclusion we have been denied participation in medicare.

We feel that thse suggested amendments to H.R. 12080 will bring
the bill in line with the intent of the basic medicare legislation and
truly give the patient his freedom of choice in the selection of his
health care.

Now, Mr. Chaiman, and members of the committee, 2 years ago
this committee and the Senate approved an amendment to include
chiropractic care, and I would urge that. upon this occasion that th~s
committee will again lend its support to the inclusion of chiropractic
services to the benefit of our many millions of patient&

I would like to thank you for your time and ask if there are any
questions I would answer them.

Senator ANDZMsON. Thank you, Doctor for your statement.
Senator TALMAD0E. I want to commenA the witness on his statement.
Senator Bz~xrrr. Mr. Chairman, I have a letter from the Utah

Chiropractic Association asking the same inclusion, and at this point
in the record I would like to have this letter included.

Senator AxDUsoN. Without objection it will be done. Thank you
very much, Doctor, we are glad to have you here and have you present
your pint of view.

Dr. LAKE. Thank you, sir.
(The letter referred to by Senator Bennett, and the prepared state-

ment of Dr. Lake, follow:)
UTAH CuizoP&AcyoAssoouuTzo, IN.,

alt La OlU, Utah, May 2, 1967.
Lion. WauJACo F. BRNNITs
U.S. cnator, Senote Ojce Bul&dig,
Was.n#pton) D.O.

DrA SWATOR BZNNMrV: It has been resolved by the Utah Chiropractic Asso-
elation that:

Whereas, the Federal Medicare Act, Title 18, included within its provisions,
two basic provisions which stated: Prohibition against any Federal interference
and free choice of patient guaranteed, and

Whereas, the Medicare act as presently written constitutes Federal interfer.
ence with states rights In denying recognition to state licensed and regulated
health care profession Including chiropractic health care and also denies the
tree choice of the patient in selection of health care by refusing to provide for
allied health care professions including chiropractic health care, and

Whereas, chiropractic health care Inclusion in the Medicare bill will not require
additional expenditures of funds In the Medicare program since health care
under chiropractic Is a substitute at lower cost for medical care.

Now therefore, this convention does hereby resolve that It decries the denial of
freedom of choice imposed upon the senior citizens of the United States In the
selection of the health care of thelrchoice under the existing provisions of the
Medicare Act and,

Be It further resolved that It urges the adoption of amendments to the Medicare
Act which will Include chiropractic as an optional health care and

Be it further resolved that copies of this resolution be forwarded to the Con.
gressional delegation of this state with an appropriate letter urging the passage
of amending legislation providing the inclusion of chiropractiohealth care in the
Medicare Act.

Resolved this 20th day of May, 1967.
Dr. Tuzms P. Asvzz,

Preode".
Dr. Rosm B. Saamox,

V40e PreIed .
Dr. OuixAx T. S vao ,

Secretary.
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STATzMuzN Or GRADY V. Laic, D.C., VIci PRESIDENT AND MXMBER, BOAXD or
CONTROL, INTERNATIONAL CHIaOPRAOTOm ASSOoIATION

Chairman Long and Distinguished Members of the Senate Finance Committee:
I am Dr. Grady V. Lake of Atlanta, Georgia, a practicing doctor of Chlrc.

practice, having practiced my profession in Atlanta for very twenty years. I
appear here today on behalf of Dr. Leonard W. Rutherford, President of the
International Chiropractors Association, a non-profit professional association
representing thousands of practicing chiropractors throughout the United States,
with headquarters offices at 741 Brady Street, Davenport, Iowa. Accompanying
me today is Brig. Gen. Joseph P. Adams, the ICA WVashington, D.C. Counsel,

I wish to thank this Committee for making time available for us to urge
Inclusion of Chiropractic services In H.R. 12080, a bill to anend the present
"medicare" provisions of the Social Security Act.

We wish to urge that the people who are to be the beneflciarles of this
legislation should have the freedom to choose the doctor and the method of
health services; that those who are chiropractic patients should not be discrinl.
nated against. Section 1802 of the present "*medlcare" provisions of the Soclal
Security Act guarantees the patient's freedom Of choice of health services. It
Is respectfully submitted that this freedom is not complete or available In fact
unless the patient has the choice of services of all or any of the healing arts.

Let It be made clear that Inclusion of doctors of chiropractic under a proper
scope of practice ts we will urge here should do no violence to the cost struc-
ture of the administration of this legislation as there would be no duplication
of services. The patient would freely choose the services offered by the partlc-
ular health service provided and no other, for any specific ailumetwt eligible for
care under the act.

It Is well to note here that the Civil Service Conimision has approved
language for inclusion in some of the Federal Benefit Plans which, if properly
administered, prevents duplication of services while providing freedom of choice
of doctor and health care. An example of such language is contained in this
statement in the portion urging Inclusion of chiropractic as amendment to this
bill.

Continuing our discussion of cost of chiropractic care, we are attaching a
copy of a booklet, marked Exhibit A, titled "Back Injury" to our original state-
ment, which booklet has been prepared by the International Chiropractors Asso-
elation. Material In the booklet covers cases from Insurance company files,
workmen's compensation records And reports from field doctors. These materials
support our point that the cost of chlropractie care, freely chosen, and in lieu
of other health services, should not add to the cost of the "medicare" program.
Along this same line, we attach a copy of a booklet produced by the Florida
Chiropractic Association, marked exhibit B, which indicates favorable cost coin-
parison for chiropractic care with other health services in workmen's coin.
sensation cases.

Furthermore, and quite recently, the Louisville Local of the United Rubber,
Cork, Linoleum and Plastic Workers of America (AFI-CIO) offered chiropractic
care to its members and indications of cost experience since institution of chiro-
practic care has been excellent.

We are not involved here with any conslderatlons of the relative merits of one
system of healing versus another system of healing, Legal recognition of chiro-
practic has already been given, as evident ed by the fact thut 48 of our states, plus
the District of Columbia and Puerto Rico, provide for the licensing of
Chiropractors.

Today's doctor of chiropractic must have at least a high school education
prior to entry into chiropractic college, and with only one or two exceptions,
he must obtain four in-residence years of chiropractic education before making
application to the State Board of his choice. Additionally, about one-half of the
states today require one or two years of pre-professional college education In
addition to high school and the four years of chiropractic education. Moreover,
about one-half of the states require the prospective chiropractor to take the saime
basic science examinations given to prospective members of the other healing
arts.

Most workmen's compensation. laws recognirw the chiropractor's services, and
several hundred insurance companies recognize such servihvs In their policies,
or by administrative action. Moreover, many doctors of chiropractic obtained
their chiropractic education as a direct result and benefit of parlicipating under
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the "OI Bill of Rights" education opportunities. It can also be noted that the
federal tax laws permit chiropractic charges to be listed as deductions.

Additionally, Title 10 of the present act ("medicaid") already permits recogni-
tion of chiropractic services. Members of the chiropractic profession (the second
largest healing art in the United States) number about 20,000, and care for up-
wards of 8,000,000 patients per year. These patients are from all walks of life
and most participate in some form or forms of health insurance.

It should be pointed out that chiropractic is a separate and distinct health
science providing a non-duplicating service. This service Is confined to the care
of the spine consisting of spinal analysis and spinal adjustments to relieve nerve
Interferences due to vertebral subluxations or msalignments.

Therefore, we respectfully submit for your favorable consideration the follow-
ing amendments to H.R. 12080:

I. On page 51 between lines 2 and 3, insert the following heading:

INCLUSION or CHINOPRACToRS' SERVICES UNDER THE SPPLEMENTAaY MEDICAL
INSURANCE PROGRAu

Mice. 127. (b) Rection 1861(r) of the Social Security Act Is amended-
(1) by adding at the end thereof the following "or (4) chiropractors'

services".
II. Between lines 2 and 8 of page 51 and following the above proposed amend-

inent, hisert the following:
Srw. 127. (c) Section 1801(z) of the Social Security Act is amended-

"Chiropractors' Services

"The term 'chiropractors' services' means those services confined to the
care of the splne, consisting of spinal analysis and spinal adjustments to
relieve nerve Interference due to vertebral subluxation. or misalignments for
the restoration and maintenance of health."

We would note that under Section 141 of this bill the Secretary is to make a
ktudy regarding Inclusion of health services under the supplementary medical
Insurance program (part B of Title XViII of the Social Security Act). Inter-
national Chiropractors Association offers auiy assistance It can provide to such a
study. We would also urge that under Section 1807 at pages 09 and following of
this bill that all health services be represented on the Health Insurance Benefits
Advisory ('ouncll contemplated there.

An Important loint in )our considerations of Inclusion of chiropractic services
in I,11. 12W0 Is how non-Inclusion can affect an outside Industry, such as that ofInsurance.

Specifleally. durhlig the week of May 3, 1905, Just prior to the passage of the
original medicarer" provisions to the Social Security Act, an executive of a major
Insurance carrier advised Internatiotal Chiropractors Asociation that:

"Although companyy) has consistently been honoring the claims of chiroprac-
tors. they would find themselves In the very embarrassing position of not being
able to rehburse for chiropractic care if they were to become one of the lnsur-
ance carrier 'administrators of the Medicare plan If It is passed In Its present
form because the definitlon of a 'physician' does not Include chiropractic."

This objective statement from a potential insurance carrier participant Is the
Ibest example that could be offered this Committee to indicate the dire results
facing the chliroliractle profession front the present discrinhinatory language con.
gained in the definition of physician. It Is assumed that this existing discrimina-
tion Is inadvertent and arises from a failure to understand the legislative lan-
guage needs of chiropractic to accompliah Inclusion under Medicare al that such
discriminatory language will tie eliminated by the adoption of amendments pro.
posed herein.

We feel that these suggested amendments to the present proposal will bring
the bill Into line with the Intent of Section 1802 of the legislation, "Free, Gholce
By Patient guaranteed" , and will afford the nation an example of general
legislation In the health care field which will not be subject to charge of special
Interest legislation. Further, It will provide all who will come under the benefits
of this legislation with the right to fully participate In Its benefits, an objective
shared by all who support the legislation.

We thank you very much for your Interest and kind considerations.
Senator ANDmSON. Dr. Judd Chapman. Senator Smathers regrets

that ie cannot be here to introduce you this morning, Dr. Chapman,
83-231 O-7--pt. 2-10
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but he has asked me to make the following introduction in his behalf
(reading) :

It is always a pleasure for me to Introduce one of my constituents from the
Great State of Florida as a witness before this Committee. It Is gratifying to
know so many Floridians share my interest In good legislation, and I find it re-
assuring that some of them will take the time and interest to come here and con.
tribute In whatever way they can to supply Information vital to the legislative
process.

We have a gentleman from Tallahassee here to testify today on behalf of the
American Optometric Association. This is an organization which has for nearly
three-fourths of a century been a vital factor in improvvnment of human vision
through better optometric education, more extensive eye research, the promotion
of legislation to better protect the vision of Americans, and by constantly work.
Ing to upgrade the professional standards of those practicing optometry.

Di.. W. Judd Chapman Is a practicing optometrist In our capital city of Talla-
hassee. He is a native of the Sunshine State, and attended the University of
Florida preparatory to his enrollment for graduate work at the Northern Illinois
College of Optometry in Chicago, where he was awarded the doctor of optometry
degree in 1949. I am sure that the Committee will benefit from his appearance
before us.

STATEMENT OF DR. W. JUDD CHAPMAN, CHAIRMAN, COMMITTEE
ON LEGISLATION, AMERICAN OPTOMETRIC ASSOCIATION; AC-
COMPANIED BY WILLIAM P. McCRACKEN, JR., WASHINGTON
COUNSEL

Dr. CHAPMAN. Mr. Chairman and members of the Senate Finance
Committee, it is a pleasure to a appear before you again. I am W. Judd
Chapman from Tallahassee, Fla., and chairman of the American
Optometric Association's committee on legislation.

I will be brief, but respectfully request that my full statement with
attachments as printed be made a part of your records.

Senator ANDEMsON. You mean the exhibits as well f
Dr. CHAPMAN. They are attached to the statement, Senator Ander-

son.
Senator ANDERSON. You want all of these included?
Dr. CHAPMAN. Yes, sir, I would appreciate it, if they can be.
Senator BwrmTr. Mr. Chairman, I suggest that these attachments

be included in the committee's files. That this will greatly overbal-
ance the record itself. In the file they are available to the committee.

Senator ANDERSON. I think so. I think this is too much.
Dr. CHAPMAN. All right, sir. We just want to have all the facts in-

volved in the presentation and if it is in the committee files that would
be adequate I am sure.

Senator iNDJsON. Thank you very much.
(The attachments referred to are made a part of the official files of

the committee.)
Dr. CHAPMAN. Joining me at the table, Senator Anderson, is the

Washington counsel of the American Optometric Association, Mr.
William P. McCracken, Jr. Mr. McCracken has been with me before
and it is always comforting for me to have him here.

Senator ANDERSON. We welcome him again.
Mr. McCPoxNzz. Thank you, Senator.
Dr. CHAPMAN. I am here to support the Carlson amendment which

you adopted as section 409 of the Senate version of H.R. 6676 during
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the 89th Congres We again ask your support. We believe the need for
this amendment is greater now than in 11965. We also ask you to adopt
Senator Ribioff's amendment introduced earlier this year as S. 804.
Both amendments are attached to my full statement.

After H.R. 6675 became Publio Law 89-97, Congceseman Henry
Ilelstoski of New Jersey requested that the Department of Health, Ed-
tication and Welfare tell him its position relating to optoinotry. He
received a reply from Dr. Philip Lee, Assistant Secretary for Health
and Medical Affairs on August 1, 1966, from which I quote:

The professionI of optometry Is accepted by the Department as a legitimate
and essential health profession which is performing highly useful functions in
promoting solutions to the eye health needs of this Nation.

The Department agrees that the American public should continue to have
freedom of choice In the selection of a practitioner to care for vision problems.

It appears that neither the U.S. Welfare Administration nor the
Social Security Administration share its Department's views.

The only guidelines issued to States relating to vision care we have
seen were contained in a 1963 Welfare Administration booklet titled
"Medical Care in Public Assistance-Optical Services." Although sub-
sequently rescinded, the guidelines have not been replaced. Our expe-
rience indicates that these guidelines still prevail. Here are a few quota-
tions which illustrate optometry's problem in providing welfare pro.
gram services-use of the term "optical services," by the way, is an
easy way to avoid the term "optometry"- .

Optical services provided or authorized by the state agency should be based
upon the findings of a thorough eye examination performed by an ophthalmologist

In fulfilling a physician's recommendations, the eyeglasses, other vision aids,
ocular prostheses, etc., should be provided by a supplier licensed to assume such
responsibilities.

There is more of this, but I will not take the time to read it. The
point is simply: optometrists' services are ignored by the Welfare
Administration unless expressly stated in tho law. The State super-
vising oplhthalmologist is supreme and his "supervising" services are
reimnbursed.principailly fior Federal funds, which my colleagues and
I help provide as taxpaying citizens.

The Social Security Commissioner recently wrote the House Ways
and Means Committee assistant counsel the following:

In addition, as medical doctors, ophthalmologists bear along with all other
physicians certain additional responsibilities under the Medicare program which
are related to their legal status and professional competence . . . To Include
optometrists within the term "physician" would, therefore, have the effect on the
one hand of extending to optometrists the right to receive reimbursement for
their services or services they might prescribe without the authorization of a
medical doctor, and on the other hand, of extending to optometrists certain
functions and responsibilities which they cannot now perform and which would
exceed their professional competence.

Dr. Milford 0. Rouse, the American Medical Association's presi-
dent, who spoke to you last Monday, said, among other things, this:

We are concerned lest there be ascertained an unwarranted and unproved
need for expansion of the program,. We are concerned lest the door be opened
to permit, under the guilse of necessary health care, services which may do
Injury to the health of the very people who need competent medical chre.

The services of optometry and podiatry, both of which had been considered
for inclusion In this category, are useful within the limitations of their com-
petence. But we would recommend against their Ineluslon and urge that the
Medicare program not be expanded In this area.
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Dr. Rouse's statement complies with AMA policies such as its
Resolution No. 77 (June 1955) which:

Provides that association between doctors of medicine and optometrists are
unethical., that physicians faithful to the ancient tenets of tho medical pro-
fession, are ever cognizant of the fact that they are trustees of medical know.
edge and skill.., and that they must dispense the benefits of their special attain.
ments In medicine to all who need them; that it is a futile gesture to consult on
a professional level with one who does not possess the same knowledge, training,
experience and Ideals as the doctor of medicine.

Mr. Chairman, we believe the only real opposition to optometry's
participation in the Social Security Act stems from one source, the
American Medical Association. The language of its test imony here is
strikingly similar to that of the Social Security Administration. The
AMA said "The services of optometry * are useful within the limi.
tations of their competence."

The Social Security Commissioner said "to include optometrists
within the term 'physician' * * * would exceed their professionll
competence."

Resolution No. 77 states the AMA belief that no discipline--den-
tistry podiatry, or optometry-is "competent" unless it possesses "the
same kowledge, training, experience and ideals as the doctors of medi-cine."

0ptometrists are "competent" to engage in their field of health care.
Each State certifies their competence before allowing them to practice.

Senator Ribicoff's amendment to which Mr. Ball referred, states that
optometric services are limited to those acts legally authorized by the
States in which they are performed.

There is no question as to the "competence" or legal authorization
of optometrists, as Mr. Ball and the AMA infer.

Optometrists receive 4 years of professional training to earn the
doctor of optometry degree. Dentists receive 4 years of professional
training for their doctor of dentistry degree. 'Podiatrists receive 4
years of professional training to obtain their doctor of podiatrydegre..Medical doctors likewise need only 4 years of professional training

to obtain their doctor of medicine degree. All of the health disciplines
named, except medicine, devote 4 years of study concentrated in a
specialized area of health care. The doctor of medicine during his 4
years must obtain knowledge in all areas of health. Who, then, is better
trained to immediately engage in specialized practicei Logic rejects
the conclusion that 4 years of general training would be superior to
4 years of specialized training.

Dr. Rouse said:
We are concerned lest there be an unwarranted and unproved need for expan-

sion of the program.
Neither the amendment proposed by Senator Ribicoff nor the amend-

ment of Senator Carlson expands social security programs. These
amendments provide that the beneficiary will be free to select either an
optometrist or a doctor of medicine for eligible eye care services.

Dr. Rouse further said:
We are concerned lest the door be opened to permit, under the guise of neces-

sary health care, services which may do injury to the health of the very people
who need competent medical care.
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All States have promulgated laws regulating the practice of op-
tometry to protect the public from injury to their health.

Commissioner Ball's letter makes two conclusions: (1) To include
optometrists within the term "physician" would, therefore, have the
effect. on the one hand of extending to optometrists the right to receive
reimbursement for their services or services that they might Prescribe
without the authorization of a medical doctor, and (2) on tihe other
hand of extending to optometrists certain functions and responsibili-
ties which they cannot now perform and which would exceed their
pl )ofessional competence.

No other State or Federal law requires authorization of a medical
doctor before a patient can be reimbursed for services an optometrist
performs.

As to Mr. Ball's second conclusion: Senator Ribicoff's amendment
clearly restricts the services of an optometrist by the modifying clause
"but only with respect to functions which he is legally authorized to
perform by the State in whicb lie performs them.' In no way could
optometrists "exceed their professional competence."

The need for optometrists' services is substantiated by the Welfare
Administration's own figures released in 1963. Here are a few of
them:

As many as 58 percent of the population require some form of vision care
About 9,800,000 children need eye care; a large number of these children

should be wearing glasses.

In his statement to the House Ways and Means Committee on this
bill, HEW Secretary Gardner said:

Many preschool children who are poor and need treatment for eye difficulties
do not see a doctor; I million poor children need glasses.. . with this program
we would dramatically reduce handicapping conditions among poor children.
Congenital handicaps would be reduced by at least 30 percent, uncorrected
vision problems by at least 40 percent.

We commend Secretary Gardner for his efforts to initiate new and
more effective ways to deliver comprehensive health care. We believe
the term "comprehensive health care" must include optometrists'
services to be comprehensive. Our belief appears not to be shared by
all flEW officials.

In the various title V grants which deal with comprehensive health
care of needy preschool and schoolchildren, not one provides for the
services of optometrist& The policies and procedures manual distrib-
uted by HEW titled "Grants for Comprehensive Health Services for
Children and Youth, contains a long list of the professional personnel
to be used-including dentists, nurses, nutritonist medical social
worker speech and hearing specialists, occupational therapists, and
administrative officers-but not one word about optometrists.

O Our members have spent months developing ways to assist programs
for crippled, handicapped, and economically disadvantaged children;
they have tried every conceivable method to get approval for opto-
metric participation m these programs to no avail. They are told that
since the law makes no mention of optometrist optometrists' services
are not covered by the terms "medical care" or 'comprehensive health
care."

Additionally, we believe there should be hearings on a bill intro-
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duced by the very able former HEW Secretary, now a member of your
committeeS Senator Abraham Ribicoff.

His proposed Child Health Census Act, S. 590, is a good effort in
the proper direction.

Ther is no new information regarding optometry which could
result from a study by the advisory body established by section 141 of
H.R. 12080. The beneficiary who prefers services from an optometrist
is forced to wait until January 1969 to learn if this advisory group
might recommend inclusion of optometrists' services under medicare.
Until Congress takes further action, a beneficiary must bear the entire
cost of eligible services he chooses to obtain from an optometrist or
he must f6rgo such care entirely. This is grossly unfair.

The basic questions before you are these: Are services which can
legally be performed by optometrists available to social security bene-
ficiaries? Are optometrists qualified to perform these services? We
believe State laws have fully answered these questions. State op-
tometry licensing laws expressly permit optometrists to use any objec-
tive or subjective means for examination of the human eye.

You would have to bar the use of the ophthalmoscope by every
type of practitioner in order to completely exclude optometrists. The
6phtha noscope is used for examining the interior of the eye, and is
necessary to properly investigate a majority of human disease.

The optometrist would violate his code of professional ethics should
he charge a profit from the materials he supplies to his patient.

Under H.R. 12080, payment is made for the retail price of phosthetic
devices. Any services provided are covered by the markup over whole-
sale cost%

The optometrist is now paid for refraction services and dispensing
services necessary to fit an aphakic lens following cataract surgery.
If HR. 12O80 were enacted, payment for these services would be
eliminated. Likewise, payment could not be made for fitting an arti-
ficial eye. . . ..

H.R 12080 stipulates that reimbursement for an eye care service
can be made only for services rendered by a practitioner defined as
a physician under title XVIII. The ethical optometrist is excluded
from participation in this program. State legislative and judicial
actions verify the optometrist's qualifications to furmish eye care. H.R.
12080 attempts to question the optometrist's qualifications.

To further substantiate the position of optometrists and optometric
patients, I would like members of this committee to study the docu-
ments which are attached to the full statement, which we discussed
at the beginning of my presentation that we hoped could be made a
part of the record but Iunderstand will be part of the committee files.
And they include the following:

(1) A list of optometric schools and colleges giving location and
university affiliation.

(2) A catalog from one of the optometry schools outlining the
training an optometrist receive&

A) list of State optometric laws and the dates they were enacted.
(4) A list of-States which have enacted provisions similar to the

Cailson amendment you adopted in 1965, with the language of those
provisions.
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(6) A booklet on "Military Optometry," the second pae of which

reprints a letter from President Lyndon . Johnson in which he said:
The American Optometrist Is this nation's home front defender of one of our

most prized human possessions-the gift of sight. His battles are many and often
severe. But his victories sustain and improve the health and fiber of our society.

(6) A list of eligible optometric services available to title XVIII
beneficiaries under present law.

(1) A copy of page 18 of the "Medicare Handbook" which states
that optometrists' services are not covered.

(8) A copy of a legitimate claim by medicare beneficiary F. H.
Bauerfield of Yates Center, Kans., not reimbursed solely because the
services were provided by an optometrist. There are many similar
rejected claims should you care to see them.

(9) A reference to the Army's recent draft order to optometrists.
(10) A copy of a 1966 letter from the Social Security Administra-

tion which states that payment can be made for a prosthetic lens re-
gardless of whether it is furnished by an ophthalmologist, an optom-
etrist, or an optician.

(11) Copies of amendments proposed by Senator Ribioff and Sen-
ator Carlson.

Gentlemen, all we ask is that you confirm by law what the U.S. De-
p artment, of Health, Education, and Welfare has already stated in
Dr. Philip Lee's letter to Congressman Helstoski in which he said:

The profession of optometry Is accepted by the Department as a legitimate
and essential health profession which Is performing highly useful functions
In promoting solutions to the eye health needs of this nation.

The Department agrees that the American public should continue to have
freedom of choice In the selection of a practitioner to care for vision problem.

Thank you for this opportunity to again be with you. If you have any
questions either Mr. McCracken or I will be happy to attempt to an-
swer them.

Senator CAmsom. Mr. Chairman.
Senator ANDn So .Senator Carlson.
Senator CixwsoN. Mr. Chairman, I would like to read into the

record language of a proposed amendment that will be available for
consideration from the executive session, and the language would read
this way:

Swyon 4K4. Notwithstanding ay other provisions of the Social Security Act
whenever payment is authorized for services which an optometrist Is licensed
to perform the beneficiary shall have the freedom to obtain such services from
either a physician skilled In disease of the eyes or an otometrst, whichever he
may select.

I write that into the hearing record so that it will be available with
other proposed amendments such as we have been dealing with podi-
atry and chiropractic services and others

I Would like to ask one or two questions of Dr. Chapman. How many
ophthalmologists and how many optometrists are practicing in the
United States today I
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Dr OPMAx. There are approximately 17,000 optometrists prac.
ticing, Senator Carlson.

Senator CMulsow. Pardon me, I didn't get that.
Dr. CHAPMAN. 17,000 optometrists and approximately 4,600

ophthalmologists.
Senator C01wA N. Well now, are these services generally available

everywhere or what is the area?
Dr. CHPMAN. No, sir, quite frequently they are not. The optome-

trists are located throughout many of the smaller communities and
areas of this country, whereas the concentration of ophthalmologists
is in the more urban areas, because of the need for pathological and
surgical treatment of the eyes and the proximity of large hospitals
where such treatment is given.

Senator CAmRsoN. C6minig from a rural area I have noticed that
there are many sections in our State where people have to go to con-
siderable distances to get treatment for eye trouble and for that rea-
son I think we ought to give some special consideration to this.

Dr. CHAPmAN. In my own State of Florida, as a matter of fact, our
State legislature has provided funds for the training of optometrists
so that certain rural counties in our State and smaller communities
which do not now have optometrists will have adequate manpower.
We are very pleased about that action of our State legislature.

Senator CARLSON. Thank you very much.
Senator Am'wisoN. Senator Bennett?
Senator BExNET. No questions.
Senator Curms. From the standpoint of the optometrists, within

what limits do you define the area of practice permitted under State
law as contrasted to the ophthalmologists?

Dr. CHAPMAN. Senator Curtis, perhaps the simplest and quickest
way to answer that would be to say that because the great majority
of people of this Ntion first see an optometrist for vision care, a-
proximately 70 percent of them, in fact, the optometrist must be
trained and qualified to adequately determine the health of this eye
before any device or any prosthetic instrument would be used for
the correction of some vision problem.

Therefore, his training is such that he makes this determination at
the outset of his examination. If this proves to be clear, and does not
require additional referral, then the optometrist will proceed to use
all of the many techniques and systems by which he can determine the
full capability of the person visually to perform.

The optometrist may stop at that point. The investigation of the
eye might well determine the need for a general practioner's care or
an ophthalmologist or some other specialty.

The optometrist does not prescribe medicine for the human eye.
His assi ent is to recognize the need for additional professional
help and to refer it if that is necessary. So the basic distinction be-
tween the two is in that field.

Senator CuwR. It is in treating the disease.
Dr. CHAPMAN. Basically, yes, sir, that is correct, and the optome-

trist does not perform surgery.
Senator Curns. What testing devices, if any, do ophthalmologists

use that optometrists do not?
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Dr. CaA13uN. Senator Curtis, I don't know of any device in the

analysis procedure that the ophthalmologist would use that an optone-
trist does not use. There might be-well, Mr. McCracken was saying
that there are forms of tonometers which ophthalmologists use which
we do not.

Senator CuwR. What are they?
Dr. CHAPMAN. But we use tonometers.
Senator Cmrns. They test -pressure?
Dr. CHAPMAN. They test pressure. One particular type requires

that an agent be instilled into the eye so that it is deadened and,
therefore, the pressure plate of the tonometer can be placed upon
the eye. The optometrist uses tonometers and uses one which does not
require the use of any installation of drops in the eye. This is known
as the electronic tonometer.

Senator Curris. What does that test show, the presence or absence
of what?

Dr. CHAPMAN. This test indicates the absence or presence of in-
creased pressure. The electronic tonometer upon its application reg-
isters upon a graph. It actually makes a very accurate determination
of existing pressure within the eye which is a symptom of glaucoma.
I didn't mention-

Senator Cumrs. What did you say aboutolaucoma?
Dr. CHAPMAN. Which is the symptom primarily.
Senator CuwRs. What is?
Dr. CHAPMAN. Increased pressure within the eye.
Senator Currs. Oh, yes, Iam aware of that.
In the ordinary course of things is a referral by an optometrist

to an ophthalmologist frequent ,
Dr. CHAPMAN. -Yes. I don't recall the figures but a study was

made several years ago of the numbers and they were in the millions.
I don't recall the exact number.

Senator Cuwrs. That is all, Mr. Chairman.
Senator ANDvII8N. Thank you very much.
(Dr. Chapman's prepared statement follows:)

PREPARED STATEMENT or D. W. JUDD CHAPMAN, REPRESENTING THE AUMU0nAN
OpTourmwo ASSOCIATION

Mr. Chairman and members of the Senate Finance Committee. It is indeed
a pleasure for me to again appear before you on behalf of the American
Optometric Association. I feel that I am back home again visiting old friends.

For purposes of the record, I am Dr. W. Judd Chapman, a privately-
practicing optometrist from Tallahassee, Florida, In my appearance before
you today I speak as Chairman of the American Optometric Association's Com-
mittee on Legislation.

The last time you heard me testify, we, the optometrists of America, were
requesting your support for the Carlson Amendment, which you subsequently
passed as Section 409 of the Senate version of H.R. 6675. We greatly appreciated
your unanimous action for that amendment and ask you again to adopt it
We were disappointed, as many of you were, that the House of Representatives
conferees were not willing to accept your version of the bill In 196. We ask
that you make the effort once again. We believe the neea for the Carlson
Amendment is greater now than It was In 1960, and, we believe the amendment
proposed by Senator Riblcoff and a number of other Senators, is a necessary
addition to H.R. 12080. I will refer to Senator Ribicoff's amendment later in this
statement

Senator Herman Talmadge best described what took place In 1965. With your
permission I would like to quote what he said In the December 16, 1965 issue
of "The Optometric Weekly."
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"tWhen the Senate Finance Committee received and began consideration of
the Rouse-passd Medicare Plan, I immediately noticed Its lack of clarification
regarding the status of optometrists. As incredible as it seemed, I could only
interpret its provisions as having excluded optometrists.

"Such an omission was clearly inconsistent with past pronouncements of the
Congress in legislation dealing with areas that extended to the optometric
profession.

"Public Law 88-654, passed by the Congress last year, recognized the need
for greater professional manpower in the field of optometry by providing loans
to optometry student& With over 90 million Americans relying on optometrists
for their visual requirements, , it was Imperative that the government assist
by providing educational inducements to meet the increasing demands made by
the American public on this group of specialists.

"Failure to have included optometrists in the Medicare Health Program would
have virtually nullified the accomplishments of Public LAw 88-064.

"Since there were certain sections in the House-passed bill which treated
ophthalmologists and optometrists alike, I was led to believe that the House
Ways and Means Committee had Inadvertently excluded optometrists from
the basic and supplemental health plans. For example, under "Definition of
Services," payment was authorized for glasses prescribed by an optometrist as
well as an ophthalmologist, whichever the individual selected. Another section
provided "that in determining whether an individual is blind, there shall be an
examination by a physician skilled In the diseases of the eye, or by an optome-
0t0#, whichever the individual may select.

"However, in all other cases of eye care, it was not made clear whether the
beneficiary could elect to be treated by an optometrist as well as an
ophthalmologist.

"Since 75 percent of all Americans who need eye care go to an optometrist,
while only 25 percent go to a physician skilled In diseases of the eye, I could
find no reason for excluding optometrists. Furthermore, it had obviously been
overlooked that there are certain areas of visual training and corrective in-
struction In eye diseases that are performed almost exclusively by optometrists.
Of course, physicians are by statute privileged to practice optometry, but that
does not mean that optonetric vision care and medical vision care are identical.
Both are performed In a highly specialized and skillful manner and require
the utmost In professional experience and, expertise. Since one complements the
other, and lends symmetry to the scope of professional eye care, it was incon-
ceivable that either should be excluded from the Medicare basic or supplemental
health plan.

"When this matter was brought up for discussion in executive session, the
proposal to amend the bill so as to accord optometrists the same standing
as ophthalmologists was widely and energetically received. I was gratified by
this response and felt reassured that no serious objections would, or could be
raised against our action.

"As It turned out, the bill, as amended (Carlson Amendment) to Include
optometrists passed the Senate, but was defeated in the Oonference between
House and Senate committee members."

The optometrists shared Senator Talmadge's belief that there could be no
serious objections, to your action. After the. 8enate-House Conference, some
believed that the Social Security Administration was against your Section 409
which resulted In its disapproval. After H.R. 6075 became law, a member of
the New Jersey Congressional delegation, the Honorable Henry Helstoski, wrote
to the Secretary of Health, education and Welfare for an explanation of -that
Department's attitude towards the profession of optometry. On August 1, 1068,
he received a .reply from Dr,. Philip I. Lee, HEW's Assistant Secretary for
Health and Scientific Affairs, which led us to believe that such suspicions were
unfounded. I will attach the complete letter to this statement but would like
to read to you the pertinent sections of Dr. Lee's letter:

"I have reviewed the brief prepared by the American Optometric Association
and In this letter will deal with the conclusions contained-in the brief.

A. Recomendation that the Department, ao, its member agencIs avoid di-
crimtnation againmt the proesion of optometry. This conclusion pertains to the
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American Medical Association Resolution Number 77 (June 1955): "... pro-
vides that association between doors of medicine and optometrists are
unethical... that physicians faithful to the ancient tenets of the medical pro-
fession, are ever cognizant of the fact that they are trustees of medical knowl-
edge and skill and that they must dispense the benefits of their special attain-
ments in medicine to all who need them; that It Is a futile gesture to consult
on a professional level with one who does not possess the same knowledge, train.
lng, experience and ideals as the doctor of medicine.

"The American Medical Association Is an Independent organization and does
not request Departmental consultation on its actions. Resolutions passed by the
American Medical Association are not binding upon either the Department or
its employees. - j.

"Since 1950 the provisions of Title X of the Social Security Act 'Authorizing
grants to States for aid to the blind have required that State plans for this pro-
gram provide that, in determining whether an individual is blind, there shall be
an examination by a physician skilled in diseases of the eye or by an optometrist,
whichever the individual may select. The Public Welfare Amendments of 1962
established Title XVI of the Social Security Act authorizing grants to States for
aid to the aged, blind, or disabled, or for such aid and medical assistance for the
aged. Identical language with that contained In Title X is included in this new
title. The Social Security Amendments of 1965 included a new Title XIX of tie
Social Security Act authorizing grants to States for medical assistance programs.
Section 190, which defines the term "medical assistance" includes the language
"eyeglasses prescribed by a physician skilled In diseases of the eye or by au
optometrist, whichever the individual may elect." •

Thus, In the 'determination of blindness'as a factor of eligibility for public
assistance payments and In the prescription of eyeglasses under the new medical
assistance programs, the Federal law requires States to give an Individual his
free choice of an optometrist or a doctor of medicine. While such a requirement
does not exist with respect to other aspects of public welfare programs, the silence
of the Federal statute In no way limits the freedom of States to use optometrists
in such other ways as they may find appropriate.

B. Freedom of choice in'telection of a practitoner.i-The'1 Department agrees
that the American public should continue t6 have freedom of choice in the selec-
tion of a practitioner to care for vision problems."

We were especially pleased by the concluding paragraph of Dr. Lee's letter in
which he stated:

"The profession of optometry Is ae~eptedrby the Department as a legitimate
and essential' health profession which is performing highly useful functions in
promoting solutions to the eye health needs of this Nation."

Unfortunately, we find that the SoCial Security Administration and the former
Welfare Administration, 'which came out (if Social Security, are not as well-
infori 4'6k agreeable about optometry and Its service. ,

A' 193 Welfare Administration booklet, subsequently rescinded, set out gnide "
and recommended standards for "Medical Care in public Aassitance-pt#,-al
Service." Here are only a few quotations from that booklet which illustrate our
p r o b le m : I , ' I -" - I " . - I •

"As previously nentiohid, optlal services provided or authorized' by the State
agency should be based upon the findings of a thObough eVe eoami natfo* Per-
formed by a# ophthimologist. This examination would establish the recipient's
particular eye pathology,- his visual acuity (both near and distance), visual field,
and ocular need. It would also show how well, if at all, this visual acuity can be
aided by either the usual refractive devices or more specialized optical ow vision
aids . . ," (italic supplied).

"Optical services aregenerallypaid through the vendor method, although the
State has the option of Including costs in Its money paymentsto reciiats, Oer-
tain of these services may be covered by health Insurance policies or' pinflar
health'entltlements and thus would not be assumed bythe Stat *ageney, In Nome
places, all or part of such expenses arepald by 'peclallzed *olbtair program
ore0ther*'publlc agencies to whom the State agpey refers qg i0 lleiita. -"

"When e'nsv aids and de*ctes are under -considdration, It is reeoiuended
that their purchase or iplacement be -revied by A #t4 tt
OphthAlnoloW or an eye care peolalirl whom he d eu ." (Italic supplied.)
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"In general, a medioal eye examinafon ehotld prcoede deckfon to replace or
alter v4vW a4d or devee ... " (Italic supplied.)

"The possible services of an optometrist were contained In the section which
stated:

"... In fulfilling a physician's recommendations, the eyeglasses, other vision
aids, ocular prostheses, etc., should be provided by a supplier l5ixtiicd to assume
such responsibilities." (Italic supplied.)

Although, as I stated earlier, this booklet was rescinded, the Welfare Admln.
istration has issued no subsequent Instructions to States. We optometrists
remain "licensed suppliers" under these programs. States are still guided by
guided by similar advice from Federal offces. The State Supervising Ophthal.
mologist Is supreme and "supervising" services are principally reimbursed by
Federal funds.

The quotations I have Just read come front the Welfare Administration.
Robert M. Ball, Commissioner of Social Security, expressed a similar attitude
In the last paragraph of an April 27, 1007 letter addressed to John M. Martin,
Assistant Chief Counsel of the House Ways and Means Committee:

"In addition, as medical doctors, ophthalmologists bear along with all other
physicians certain additional responsibilities under the medicare program which
are related to their legal status and professional competence. Thus the medicare
program provides that the determination as to the need for medical service Is
a decision to be made by a medical doctor, I.e., a physician In the language of
the statute, and that such services are to be provided either by the physician
or in accordance with his authorization or prescription. To include optometrists
within the term physician would, therefore, have the effect on the one hand of
extending to optometrists the right to receive reimbursement for their services
or services that they might prescribe without the authorization of a medical
doctor, and on the other hand of extending to optometrists certain functions and
responsibilities which they cannot now perform and which would exceed their
professional competence."

It appears that beth the U.S. Welfare and Social Security have accepted the
AMA concept that since a doctor of medicine can legally perform all services
and do all things In the health field; the total field of health Is the practice of
medicine and no other health discipline can be allowed to operate In independent
practice. This line of reasoning Is completely contrary to the will of the people
as expressed in every State law which licenses for Independent health practice
the disciplines of dentistry, podiatry, and more germane to my polnt--optometry.

The U.S. Office of Education recognizes and accepts the accreditation of opto.
metric educational processes leading to the doctorate degree, and subsequent
licensing.

The U.S. Bureau of Health Manpower provides scholarships to optometric stu-
dents so they can pursue their training. It provides loans to build and rebuild the
schools In which optometrists receive their training. Yet, the Welfare and Social
Security Administrations recognize neither the scope of the optometric license nor
the competence of our Independent practitioners.

The U.S. Public Health Service commissions optometrists. The 1.8. Army drafts
optometrists to serve Its visual requirements. By Executive Order, the President
of the United States has deferred from the regular draft optometry students to-
gether with medical and dental students. The Health Professions Educational
Assistance Act amendments provide for the forgiveness of student loans to grad.
uates who establish practices In areas deemed critically short of physicians, den-
tiats a*4 optometrists.

It appears that optometrists are considered to be critically needed except In the
social welfare systems of our Federal Institutions.

Let's look at some of the statistics on the need for vision care complied by the
U.S. Welfare Administration. In 19063 It reported (in the same booklet I referred
to earlier) :

"Of the 8.5 million persons served by the State-Federal public assistance pro-
grams, almost 8 million are elderly, disabled, or legally blind. Even If they are not
financially Independent they could be expected to need some medical care, Includ-
Ing optical services. Almost 8 million are children, whose health may have been
threatened by poor diet, Inadequate housing, and parental Ignorance or apathy.
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Unmet health needs, Including visual problems, mnay handicap them at school and
at home.

"The following figures may serve as some index of the need for optical services
i the general population:

An estimated 100 million people In the Uniled States-us ninny as 58 per-
cent of the ipopulation--riquire soie form of vision care (correction by
glass, visual training, or other treatment.)

About 0,800,000 children need eye nre; a large number of these children
should be wearing glasses.

About. 350,000 persons are legally blind.
Some 1,500,000 persons are blind Iii one eye. Aa estimated 2,000,000 Ameri-

cans have, or have had to some degree, a crossed eye. 'uin condition has
caused about I million persons to have reduced vision In one eye.

"'1sual Impairment exists In full proportlon nuiong public assistance clients.
(Oh'Lortunlly to beiefilt front optical services way both enable these ivrsons to
move toward greater independence aid prevent wore severe visual problems."

Mr. Chairman, I submit that even the use of the term "optical services" coa-
lletely ignores optoniletcrle services.

ii my home state of Florida, optometry Is briefly defined In state law, as it Is
s lmlarly In your states, and all others. as:

"Florida Chapter 463.01. The pracilee of optometry Is declared a profession,
and, for the purpose of this chapter, Is defined as follows, ii: to be the diagnosis
of the human eye amid its appendages, and the prescribing and employment of
lenses, prisms, frames, niountings, orthoptlc exercises, light frequencies and any
other means or methods for the correction, remedy or relief of any Insulliclencies
or abnormal conditions of the human eyes and their appendages. An optometrist
Is one who practices optometry In accordance with the provisions of this chapter."

In his presentation to the House Ways and Means Committee, Secretary John
W. Gardner, In the early part of his statement on the Child Health Provisions
of this prolp.ed Act, reported:

"Many preschool children who are poor and who need treatment for eye diffi-
culties do not see a doctor; I mulllon poor children who need glasses today do
not have them." Later, in the saiPot section of his testimony, he said: "We es-
tlnate that with this program we would dramatically reduce handicapping
conditions among poor children: congenital handicaps would be reduced by at
least 30 percent, uncorrected vision problems by at least 40 percent, uncorrected
tearing disorders by at least 25 percent, and other physically handicapping con-
aitions by at least 20 percent,."

The American Optometric Association congratulates Secretary Gardner on
his desire to demonstrate new and effective ways for bringing comprehensive
health care to people suffering from lack of services. We believe, however, that
the term "comprehensive health care" Is Intended to Include optometrists' serv-
ices. This belief does not appear to be shared by all officials of his Department.

In the various Title V grants which deal with comprehensive health care of
needy preschool and school children, not one provides for the services of op.
tometrsts. The policies and procedures manual distributed by HIOW titled,
grantss for Comprehensive Health Services for Children and Youth," contains
a long list of the professional personnel to be used-Includng dentists, nurses,
nutritionists, medical social workers, speech and hearing specialists, occupa-
tional therapists, and administrative officers--but not one word about
optometrists.

Our members have spent months developing ways to assist programs for crip-
pled, handleapd *and economalcally disadvantaged children; they have tried
every conceivable method to get aporotal for optometric partipation In these
programs to no avaiL They are told that since the law snakes no mention of
optoretrists, optometrists' services are not covered by the terms "medicalears "
or comprehensivee health care."

These disheartening experiences have occurred despite assurances made In a
letter dated July 15, 1965, from the then HOW Secretary Celebreme to Senator
HarriSon Williams of New Jersey:

"The section 532 relating to special project giants for low-in-ome children of
school and preschool ag*, as you indicate, does not'refer explicitly to either eye-
care or to optometrists. It does require that projects must be comprehensive In
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nature. This would certainly include eyecare. There is no doubt that the recipients
of grants under section 532 of Title V would have the authority to include the
services of optometrists in providing eyecare. And it would seem certain that a
great many, probably a substantial majority of the eye examinations of chlil.
dren would be made by optometrists."

Optometrists, across this country, have quoted this letter to Federal, state and
local officials until they are blue in the face. All to no avail. The plain facts are
that optometrists wiU continue to be excluded from these Federal programs
until Congress makes it clear in the law that optometrists are to be utilized.

Mr. Chairman, in America today, there are only some 21,000 to 22,000 health
prqctitloners who can be said to be fully qualified to provide vision care for our
visually needed citizens. There are some 4,500 certified ophthalmologists and
17,000 optometrists practicing full time. Our nation's population Is nearly 200
million people. If the need for surgery and treatment of eye pathology were as
extensive as our medical colleagues tell us, ophthalmologists should be working
overtime exclusively treating eye disease and performing eye surgery.

There simply are not enough practitioners to take care of all of our health prob-
lems. The facts show that the visual impairments described by Secretary Oardner
cannot be adequately corrected without the full use of all practitioners trained
in the art and science of vision care.

Our services are readily accepted when we volunteer them at no cost to Fed-
eral programs such as Project Headstart of the War Against Poverty. Led by our
charming Ohairwoman, Mrs. Patrick Nugent, optometric volunteers checked the
vision of hundreds of thousands of poverty-stricken children. We full well know
their vision needs.

Mrs. Nugent and Dr. Julius Richmond, Health Director for the Office of Eco-
nomic Opportunity, appeared before our AOA House of Delegates assembled In
Boston and challenged the optometric profession to find ways to provide the
vision care needed by the 58,800,000 children and youth of our nation, whether
they be rich or poor. We have been attempting to do Just that; it is one of the
reasons we appear here today.

Along this line we believe there should be hearings on a bill Introduced by the
very able former HEW Secretary now a member of your Committee, Senator
Abraham Riblcoff. His proposed "Child Health Census Act," S. 590, is a good effort
in the right direction.

Now I wish to take up another bill Introduced by Senator Riblcoff, S. 804. Under
its provisions, optometrists would be defined as physicians for purposes of Title
XVIII of the Social Security Act. Attached to this statement is a page from the
Congrelsioual Record containing Senator Riblcoff's views when he introduced
his bill, together with Senators Cotton, Hollings, Long of Missourl, Pell and
Williams of New Jersey.

As Senator Riblcoff reported, his amendment simply smooths out an Inequita-
ble wrinkle in the Social Security Act. It adds no new benefits to the program and
the only possible additional cost would be that beneficiaries would have more
convenient and ready aocew to vision care practitioners. Beneficiaries who select
optometrists for their vision care services must pay for optometric services out-
of-pocket, even though the Act now authorizes reimbursement for these services.

The House Ways and Means Committee considered an amendment identical to
that proposed by Senator Riblcoff contained in the following House bills:

H.R 216 by Bates (Mass.) ; H.R. 719, Hosmer (Calif.); H1. 737, Ichord
(Mo.) ; H.R. 1261, Sisk (Calif.); H.R. 1417, Utt (Calif.); H.R. 1465. Wyman
(N.H.) ; HR. 2141, Roybal (Calif.) ; H.R. 2302, Clark (Pa.) ; H.R. 2587, Thomson
(WIs.); HR. 8292, Edwards (Calif.); H.R. 4104, Corman (Calif.); H.R. 4123,
McFall (Calif.) ; H,. 4243, Hull (Mo.) ; H.R. 4876, Johnson (Calif.) ; H.R. 5621,
Holifield (Calif.) ; ILR, 5885, McDade (Pa.) ; H.R. 588, 0'ell (Mass.) ; H.R.
638, Helatoski (N.J.); HR. &7M, F'uqua (Fla.); H.R. 6807, Howard (N.J.);
H.R. 6808, Joelson (N.J.) ; H.R. 826, Teague (Calif.) ; H.R. 600, Clancy (Ohio) ;
H.R. 8280, Tlhowmon (N.J.) ; H.R. 872$, Patten (N.J.) ; H.R 8072, Montgomery
(Miss.) ; and LR. 10073, St Oermain (ILI.).

Early in their executive set~son deliberations, Ways and Means Committee
members decided that "Optometrists will be paid for services they perform that
are also performed by M.D.'s but restrict so that there will be no payment for re-
fractive services for any practitioners." This unanimous agreement among Com-
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uittee members was subsequently broken into two parts and now appears In
H.t. 12080 as follows:
Page 1, Une 28 reads ...
"Sea. 128. Section 182(a) (7) of the Social Security Act Is amended by

inserting after 'changing eyeglasses ' the following: 'procedures performed (dur-
ing the course of any eye examination) to determine the refractive state of the
eyes,'."

Page 6ft Une 10 reads:
"S=. 141. The Secretary shall make a study relating to the Inclulon under

the supplementary medical insurance program (part B of Title XVIII of the
Social Security Act) of services of additional types of licensed practitioners per-
forming health services in Independent practice. The Secretary shall make a
report to the Congress prior to January 1, 1960, of his findings with respect to
the need for covering, under the supplemental medical ln*,urance program, any of
the various types of services such practitioners perform and the costs to such
programs of covering such additional services, and shall make recommendations
as to the priority and method for covering these services and the measures that
should be adopted to protect the health and safety of the individuals to whom
such services would be furnished."

We believe It s grossly unjust to ask the thousands of older Americans who
are optometrists' patients to wait for a year and a half for a recommendation
from this advisory body. Presumably, If that group finds It feasible to consider
inclusion of optometrists under the supplementary medical insurance program,
the Congress could, In 1960, consider amendments to re-Instate optometry to
Its present status under the law.

This brings up the question of what "additional types" of practitioners the
House had in mind when this bill was passed, and I'd like to explore this with you
for just a moment.

In its interpretation of Public Law 80-97, the Social Security Administration
has omitted the optometrist from any direct participation, particularly under
Title 18. This Is illustrated by the Administration's form #1510 where the fol-
lowing "facilities and services provided" are listed as: "Nursing, physical
therapy, occupational therapy, speech therapy, social services, recreational ac-
tivities, pharmacy, clinical laboratory, diagnostic X-ray, examination and treat-
ment room, dentistry, podiatry, ophthalmology, and other. Please note that even
though the present law does not exclude optometrists, this HEW-Social Security
form makes the exclusion.

Another HEW publication may help you to determine what may be the
"additional types of practitioners" referred to In Section 141. Publication #1509,
printed for the Public Health Service and titled "Health Resources Statistics"
I st 10 health occutations for which a license Is required in all 50 states and
the District of Columbia. Among these 10 are: dental hygIenists, environmental
health engineers, pharmacists, practical nurses, professional nurses, and veter-
inarians. None of these fit the description of "health practitioners in Independent
practle", since they do not examine and prescribe, or are under the direction
or supervision of physicians, or are not dealing In human health care. The
remaining health occupaions listed are the only health professions, licensed In all
50 states, which are legally and traditionally in Independent practice. They are
physicians, dentists, (MD & DO), podiatrists, and optometrists.

Optometrists are the only independent health professionals not defined as
physicians under Title 18 of H.]L 12080, which are listed.

This omission is so glaring that it appears to be more than an oversight.
The optometrist's fate, according to this proposed section, Is to rest with a

Department which has never appointed an optometrist to an advisory commit-
tee related to either the U.S. Welfare Administration or the Social Security
Administration. The optometric profession's services, as defined by all State
laws, are to be questioned by an Administration which knows little or nothing
about the scope of the profession which it has Ignored In these important social
and welfare programs.

Whenever a question arises about the profession of optometry, the Adminis-
tration seeks advice from one of its ophthalmological consultants (a doctor of
medicine); which occurred during House Ways and Means Committee delibera-
tions of this bill. An ophthalmological consultant was sent by HEW Into Con-
mittee executive sessions, apparently by Invitation, the day before this section
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was adopted. His reason for being present was to tell the Committee about the
scope of optometric practice. You can see the results In H.R. 12080.

An obvious problem for optometric patients exists under this Act.
Are services which optometrists are licensed to perform available to Social

Security beneficiaries? Are optometrists competent to perform them? These are
the two questions which need to be answered. We feel State laws have answered
these questions. The various State laws expressly provide that optometrists may
use any objective and subjective means to examine the human eye.

You would have to prohibit the use of the ophthalmoscope, used to examine
the interior of the eye by every single doctor of medicine in the United States,
In order to completely exclude state-defined optometric services under Title
XVIII. The ophthalmoscope is absolutely essential to proper Investigation of
nearly aU known Ills and diseases of the human body.

By prohibiting reimbursement for refractions under Title XVIII, the bill
before you requires the optometrist to violate the code of ethics he has accepted
as a mode of professional practice. Under this bill, the only way an optometrist
can realize any Income from his professional services, Is to mark up the cost of
materials supplied to his patient.

It Is unethical for a member of the American Optometric Association to add
a mark-up or to make a profit from any materials he supplies to his patient.
The Social Security Administration, recognizing this factor, currently pays the
optometrist for refraction following surgery for cataracts. It also reimburses
him what he pays to the wholesale laboratory for the cataract lenses and frames
supplied. The same procedure holds true when an optometrist furnishes and
fits an artificial eye. Cataract lenses and spectacles and artificial eyes are con-
sidered prosthetic devices by the Administration.

Under the House-passed version of H.R. 12080, expenses incurred for the
"medical" eye examination and retail cost of a device will be reimbursed. A bene-
ficlary can be reimbursed for the majority of his expenses for medical services
and optical services, but only if he goes to a doctor of medicine or osteopathy and
a retail optical outlet.

If a beneficiary obtains his Initial examination from an optometrist, surgery
from a physician and returns to the optometrist for subsequent refraction and
needed device, the beneficiary will be reimbursed for the surgical expenses, he
will nt be reimbursed for the refraction. The ethical optometrist can charge the
patient only the laboratory cost of materials furnished which can be reimbursed.
The optometrist's services for fitting the device, however, cannot be considered
eligible expenses because optometrists' services are not eligible for benefits. Part
of the mark-up on materials sold by retail optical stores, however, covers te
services used In fitting the device and thereby Is reimbursable.

We do not believe the quantity of services optometrists might provide under
this Act should be the guiding factor in your decision. If only one small service
an optometrist performs is eligible for benefits under title XVIII, we believe the
optometrist's patient should be reimbursed. The principle of justice and equity
should prevail regardless of the size of the problem. We have faith that you will
recognize the laws of every state In viewing the scope of the practice of optometry
accorded those holding an optometric license. These are privileges accorded by
the citizens in every state when they elected their representatives who passed
the state optometric laws in those states.

Optometry Is not among those health professions whose qualifications can be
questioned. The last optometry law was enacted decades ago. For countless years
optometry's educational curricula and schools have been recognized by the U.S.
Oftle of Education. To now place optometry's qualifications In question by this
section of HJI.. 12080 is regmlve and contrary to the public welfare.

To further substantiate the position of optometrists and optometric patients,
I would like members of this Committee to study the documents attached to this
statement which I hope can be made a part of the record of this hearing, Mr.
Chairn.

(The doowmets referred to were made a part of the o&Woal ft1 of the

(1) A ist of optometric schools and colleges giving location and University
afliatioe.
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(2) A catalogue from one of the optometry schools outlining the training an
optometrist receives.

(3) A list of state optometric laws and the dates they were enacted.
(4) A Hst of states which have enacted provlslons similar to the Carlson

Amendment you adopted In 1965, with the language of those provisions.
(5) a booklet on Military Optometry, the second page of which reprints a

letter from President Lyndon B. Johnson In which he said:
"The American Optometrist Is this nation's home front defender of one of

our most prized human possessions-the gift of sight. His battles are many and
often severe. But his victories sustain and Improve the health and fiber of our
society."

(6) A list of eligible optometric services available to Title XVIII beneficiaries
under present law.

(7) A copy of page 18 of the "Mcdical Handbook" which states that optom-
etrtists' services are not covered.

(8) A copy of a legitimate claim by Medicare beneficiary F. H. Bauerfleld of
Yates Center, Kansas, not reimbursed solely because the services were pro-
vided by an optometrist. There are many similar rejected claims should you care
to see them.

(9) a reference to the Army's recent draft order for optometrists.
(10) a copy of a 1966 letter from the Social Security Administration which

states that payment can be made for a prosthetic lens regardless of whether it is
furnished by an ophthalmologist, an optometrist, or an optician.

(11) Copies of amendments proposed by Senator Ribleoff and Senator Carlson.
All we ask Is that you confirm by law what the U.S. Department of Health,

Education and Welfare has already stated in Dr. Philip Lee's letter to Cangress-
oman Helstoski in which he said:

"The profession of optometry Is accepted by the Department as a legitimate
and essential health profession which is performing highly useful functions In
promoting solutions to the eye health needs of this nation.

"The Department agrees that the American public should continue to have
freedom of choice in the selection of a practitioner to care for vision problems."

Thank you for this opportunity to again be with you. If you have any ques-
tions I will be happy to attempt to answer them.

Senator RmicoFF. Mr. Chairman, on Monday, August 28., Mrs.
Gertrude A. McCall Mrs. Magdalena Ostapiuk, and Mr. Neal
Mosher visited my ofice with a petition regarding H.R. 12080, now
before this committee. I ask that this material be placed in the record
of these hearings for the committee's consideration.

ADDRESS TO CONNE O TUT SENATORS AND CONGASrSMAN DADDARIO

I have been sent here to speak by the Hartford Branch of this Convention.
I wish to speak about this Social Security Amendment, as well as for all the
people represented here today.

I wish to present these signatures of endorsement to my petition.
We, as your people, most strongly urge your support in changing this Bill,

so all poor people everywhere, can, and should live decently within their means,
and not like animals.

I ask for all here present, and represented, to let us give our children a better
life, as all children, should and can have, to be free people.

I have also been a representative before our Governor's Conference and
State Legislature, asking for these same things. We have even published a book
called "Like It Is". This evidence was accepted (as Sen. Ribicoff knows) as
Part of their Proposal of Action. We are still waiting, for many of these
promises.

We have tried to be heard, to make a change now, and now we need your
help, here and now.

Respectfully submitted.
Mrs. OGTRaUDE A. MCOAU.,

0o0necticut Delegate, and Hartford Ohairmn.

88-W21 0-47-pt. 2-11 .
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flrMT1OX TO 0ONGDSSMAN DADDAUIO, BUNATOR RIUOOFFr, a/NATOR DODD

The National Social Security Act decides If welfare can or can't be adequate
In Connecticut.

Congress will soon be changing the Soc!al Security Act.
I want my representatives to vote-

For: Allowing welfare recipients to work and earn without their wel.
fare checks being completely ,educed, so they can get ahead
financially by working, and so their Income level will be at least
as high as the highest U.S. Government defined poverty level.
($4,000/yr. family of 4.)

Against: Forcing adults and not-in-school 16-21.year-olds to go Into work
or training, or else lose their assistance. Such force Ignores
respect for people and further, is unnecessary, since those who
won't work, will be found to have their own good physical, emo-
tional or other reasons, and those who can work will. It Wtey can
get ahead financially and If adequate child care facilities are
provided.

Charles Dickson
George Diamond
Daniel Marquis
Pauline Bentley
Stanley Osya
Michael Klecrunean
Louis W. Cybulaki
Howard Lewis
Joseph Urbanskl
Donald Breny
Richard F. Collier
Donald T. Perkins
Daniel F. Lunself
Joseph M. Maddalena
Dr. R. L. Damuth
Daniel J. Harris
George Salisby
Morrll N. Smith
Mrs. Mary Flser
Ida Davidson
Josephine J. Perry
Jean Gleba
Carmelo Dias
Gloria Lopes
Marclal Sanches
Carmen Torres
Alartis Stewart
Roosevelt Chavis
Mrs. Michele Young
Rose H. Morals
Sherri Morals
Mrs. Rolanda Wallen
Mrs. Magdalena Asbasink
Harry Rose
Laura Thomas
Katy Porbe
Doris Hill
MaJd. OOBrien
Mis Edwards
Miss Edward Hotchiin
Brenda Rose
Richard Rose
Mrs. Flo Chapman
Mrs. Anna Mitchell
Mrs. Mary Ann Benerado

Mrs. Linda Franco
Glen Wallen
Mrs and Mr. Ficth
Josefa Wellrank
Mrs. Mary Spruill
Rozco Bove
Emily Lafrasler
Arlene Henry
Ruby Miller
Mary Ann Stewart
Linda Lafrazier
Anderson Atkinson
Joseph Harris
Henry Jefferson
Alice Mattison
Ruth N. Taylor
Anne L. Pesapane
Robert O'Brien
E. W. Pritaker
Miss Mattl Rut Williams
Mrs. Mary M. Moody
Ethel 0. Drovin
Mrs. Rose Rigo
Mrs. Joan Caruso
Mrs. S. Prints
Mrs. Mary Hothan
Mrs. Kathryn South

liWe B. Campbell
Henry Lewis
Joyce Lewis
Patricia Williams
Eunice Goran
Effle Paine
Merline Nails
Barbara Goode
Pearl Patterson
Carol Dyson
Sandra Rattman
Joe Roberts
Ella Mae Beryaut
Hattie Brown
Thelma Mankins
Horace Green
Philip Govan
Ronald 10. Ferguson

Mrs. Winifred Daigle
harles Farley

John Wilson
Daniel Bailey
John Henry Nelson
Miglul Martin Baez
Alfredo Rivos
liattle Lucas
May Jan Bingham
Joe Lacom
Mrs. Elsie Wilsen
Blakie Deleston
Rosa Gonzales
William Corl
Carmen Maysonet
Andrea Riviera
Virginia Oamptell
Michelle Smith
Arline Baynei
Gloria Smith
Diana Smith
Sylvia Govan
Marlina Halloway
Sherrell Bell
Patricia Weaver
James Price
Jimmie Campbell
Carrie Roberts
Shirley Walls
Carol Caston
Bernice Roberts
Mary Williams
Elina Jones
Mary Wattman
Shirley Orce
Joan Smith
Shirley Oampbell
Margle Blake
Edith Doering
Alice Nixon
Beth Scott
Kay Wilson
Barbara Childers
Thomas Ebrlich
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SENAT FINANCE 1OOIU~fT

This I to Inform you that the National Welfare tights Organlation con-
vention has adopted Connecticut's petition with full, unanimous support. This
vote was taken today, August 27, 1007.

MiS. JOiNNY TILLMAN,
Chairman, National Welfarc Right# Organization.

Senator AN1JJ80N. '1int concludes today's hearing. We will meet
again at 10 a.m. tomorrow morning.

(Whereupon, at 12 noon, the hearing was recessed, to reconvene
Thursday, August. 31,1907, at 10 a.m.)
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THMUMSAY, AUGUST 319 1967

IS. HNATE,
COMMITTEE ON FwINANE,

Waohinglou, DA7
The, commLittee maet, pursuant, to notice, at 10 a. in room 221,

New Senate Office Building, W~ator Russell 13. Log(chairman)

Presnt:Setor L~g, ore, and Williams.
The CHA=4k The meet'a w li-me to order.
We ar leased o ay us thsin the distinguished Sen.

ator fr= Whte norable Frank H. Moa
Senator, Moss, are very pleaded to hear yur tement and your

viw -nrg his legislation conisider'efI e t o m ta
we are short n m rembers. tb Io Ong. you u rtnw
that ishe' Butot bli' side theal h at
is short o membe e are not orto uaiIbeie t athe
ranking em!)erca s or oIt 86efthas
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change in the retirement test that would permit a beneficiary to earn
up to $1,800 in a year, instead of $1,680, and still get his full benefits.

Social security benefits are not adequate. They have not kept up
with the increases in prices and wages that have occurred in the
past 12 years. For example, the 7-percent increase in 1965 fell slightly
short of restoring 1958 purchasing power and the 19,"8 increase of
about 71 percent also fell slightly short of restoring the 1954 level.
This means that those getting benefits throughout this period have
seen the value of their benefits decline. While the 12 h-percent bene-
fit increase provided in the House bill does go further than merely
restoring the purchasing power that the benefits have lost since the
last increase, I believe an even higher benefit increase should be pro-
vided to give our older citizens, the disabled, widows, and orphans
a few more dollars with which to build a better life.

The benefit increase and the change in the retirement test that I
proposed would be financed by the three-step increase to $10,800 in
the amount of earnings that count toward a person's benefit protec-
tion. H.R. 5710, the bill containing President Johnson's recommenda-
tions for improvements in the social security program, included this
proposal. In my opinion, it is sounder to increase the base to get
needed benefits than it is to increase the contribution rate because the
people who pay more are the ones who get more protection. And
since the matching employer contributions are more than sufficient
to pay for the improved protection when combined with the new em-
ployee contributions, they are available to improve benefits through-
out the system.

Without an increase in the earnings base the cost of improvements
in the program would have to be met in some other way, perhaps by
a greater increase in the contribution rates paid by all workers, includ-
ing the lowest paid. Thus, an increase in the earnings base provides
a more progressive financial basis of the program.

In spite of the fact that the base has been increased from time to
time over the years, it has not been increased enough to keep up with
a rising earnings level. When the amount of annual earnings counted
toward a worker's social security benefit' protection do not keep pace
with the earnings levels, more and more workers have earnings above
the creditable amount and these workers have insurance protection
related to a smaller and smaller part of their earnings.

When the social security program began, the $3,000 base in effect
then covered the full earnings of 94 percent of regularly employed
men, who then, as now, are the principal support of the family. As
earnings levels rose the number of workers Who had earnings above
the $3,000 base increased until by 1950, only 43 percent of regularly
employed men had their full earnings covered under the base. Even
at the present time with a base of $6,600, only a little over one-half of
the regularly employed men get social security credit for their full
earnings. Uider my amendment , a much larger percentage would be
provided full protection. It is estimated that in 1968 the $7,800 base
would cover the full earnings of 68 percent of regularly employed men,
in 1971 the $9,000 base would cover the full earnings of 78percent of
regularly employed men, and in 1974 the $10,800 base would cover
the full earnings of 82 percent of this same group. In contrast the
$7,600 base proved under the House bill, would cover the full earn-
ings of about 64 percent of regularly employed men when it would
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become effective in 1968, and this proportion can be expected to de-
dine from year to year as earnings rise. It is projected that by 1974
only about alf of the regularly employed men would have their full
earnings covered under a $7,600 base. The increase I recommend, of
course, would not fully restore the basic idea of the original Social
Security Act, which was to cover the full earnings of all but the
highest earners, but it would be a significant step in this direction.

The most important aspect of this three-step increase, however, is
that it would improve social security protection for those whose earn-
ings are somewhat above the average. These people would pay higher
do lar amounts of contributions as a result of the increased base but
would, at the same time, earn substantially greater benefit protection.
For example, if a worker aged 35 in 1967 with annual earnings of
$10j800 dies in 1977, his widow and child would get a monthly benefit
of $310.60--$78 more than is provided now, and $33.80 more than
would be provided under the House bill. His widow at age 62 would
get a monthly benefit of $170.80-$42.90 a month more than under
resent law- $18.50 more than under the House bill. If the worker

ame disabled in 1977, he would bet a monthly disability benefit of
$207W, an increase of $52 a month over the amount he would get under
present law and $22.50 more than under H.R. 12080.

I am also recommending a greater liberalization in the amount a
beneficiary may earn annually and still get full retirement benefits-
generally referred to as the retirement test. The House bill would in-
crease this amount from $1,500 to $1,680, but my amendment would
allow a person to earn as much as $1,800 in a year before any benefits
would be withheld. This is, in my opinion, an important and signifi-
cant change.

We encourage our elderly to be self-sufficient, and then we limit the
amount they can earn to contribute to pitifully small retirement bene-
fits. And we do this at a time when the cost of living is spiraling, and
when many of them are having a very difficult time to make ends
meet. This does not make sense to me.

My amendment would reduce somewhat more than does H.R. 12080
the adverse affect that the retirement test has on incentives to work.
For example, a worker reaching age 65 and retiring in January 1968
who has had maximum earnings Gi all years would be eligble for a
monthly benefit of $158.'70-$1,904.40 for the year; he could earn $4,000
a year and, under my amendment, still get $304.40 in social security
benefits for the year. If he were married, he and his wife would get
monthly benefits of $348.10--$2,857.10 for the year; he could earn
$4,000 a year and they, as a couple, would get over $1,0 ($1,7.20)
in benefits for the year. This provision will enable our older citizens to
iAcrease their income without having any social security benefits with-
held and thus have a more comfortablelife

'My second amendment, No. 294,' deals With long-term care,particu-
larly nursing home care, provided to the aged under title XIX of the
Social Security Act, The need for it has become apparent in hearings
I have held as chairman of the Subcommittee on Iong-Term Care of
the Senate Special Committee on Aging and in other studies done by
and for the subcommittee.

Mr. Chairman, the Federal Government is the largest purchaser of
nursing home services in the Nation. Approximately 60 percent of the
patients in nursing homes today are recipients of care under OAA,
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medical assistance for the aged, or medical assistance under title XIX
Last year over half a billion dollars of the taxpayers' funds were paid
to nursing homes for the rare of welfare patients. Almost $300 million
were appropriated Federal funds. The Congress has both a right and
responsibility, n my opinion, to assure that the taxpayers receive full
value for their hugepeadiu e My amendment seeks to do this by
amen the provisions of title X X of the Social Security Act, since,
ul * = anState public assistance medical care programs will come
underthi= title. I. . - I

The first major provision of my amendment would require that
Stateplans under title XIX which provide nursing home care also
provide home health services Section 1902 of the Social Security Act
enumerates 14 health services which may be included in State plans
and requires the provision of services numbered 1 through 5. Nursing
home care is one of these mandatory services. Section 223 of the bill
now before you would add the option of providing any seven of the
14 enumerate services, My amendment would alter this language to
require that State offering service numbered 4 in the act, nursing home
services, must also offer the service numbered '1, home health services.

My subcommittee has heard considerable testimony to the effect that
thee are many patients in nursing homes who do not need to be there,
and many patients are now beingsent to nursing homes who ned
services which could be as well provided in their homes if home health
services were available.

We do not know how many patients out of roughly 400,000 who
are in nursing homes under public assistance prograwns who should
not e institutionalized. This has never been measured. Our sub-
committee has heard estimates that as many as one-third of these
patients -do not really require continuous skilled nursing home serv-
ice. Many of them are there because they need services which can be
provided andpaid for by public assistance programs only if they are
admitted to nursing homes since no other mechanism is available for
payment. This is bad economically and it is bad for the patient. My
amendment would not solve this problem entirely of course, but it
would provide one major alternative to institutionalization for
patients with minimal needs.

My amendment also adds to the State plan requirements provision
for a periodic medical review of the utilization of nursing home care
by public assistance patients. Too often patients. entering nursing
homes are simply left there for the rest of their days. Months and
rears pass without reevaluation of a patient's condition to determine
if the services of the home are adequate to the patient's needs, or if
they are still appropriate and needed. The State health department
is concerned with standards in the nursing home itself and not with
the care of an individual patient. The welfare department is concerned
with the individual patient but primarily with his eligibility and social
casework problems. Rarely is a welfare department euipped to review
and evaluate the medical care the patient is receiving. Each patient
has a physician responsible for his care, but witnesses before my sub-
committee testified almost without exception that physician visits
to welfare patients are infrequent and often perfunctory. An indepen-
dent medical review will help to assure the quality and appropriate-
ness of services in relation to the current needs of the patients.
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Under the provisions of my amendment the State plan requirements
also would include agreements with providers of service under which
records, prescribed by the State, will be maintained on services pro-
vided and the cost of such services. The providers of service also would
agree to make these records available to appropriate State agencies
and to reresentatives of the Department of -Health, Education, and
Welfare and the Comptroller General. Investigations by the General
Accounting Office inCalifornia and Ohio have found inadequa~ies in
the controls over a ents for services to welfare patients and have
disclosed the possibility that eoirious abuses are occurring ' such mat-ters as billing for drugs and physician visits. The I)epartment of
Health Education, and Welfare is responsible for aesurmig itself
through administrative reviews and audits of the soundness of State
administration of the programs. However, at the present time the
Department is hampered in its efforts to audit the propriety of ex-
penditures under the program by lack cf authority to examine perti-
nent records of the provilers of service.

Mr. Chairman, amendment No. 294 which I am urging this com-
mittee to consider also calls upon States using title XIX to establish
certain basic requirements for nursing homes in their'jurisdictions. I
would like to comment briefly on the need for some of these provisions
which participating States would be obliged to include in their nursing
home regulatory programs.

Firstfull disclosure of ownership. It seems to me that basic to any
successful regulatory program is disclosure of the identity of the per-
sons responsible for meetmg the regulations. The subcommittee has
been informed that sometimes the Apparent owners of nursing homes
are not in fact the owners or may have only a minor interest. Licensmig
officials tell us that it is very difficult to obtain the correction of viola-
tions or the improvement of substandard conditions when they cannot
identify and eal with the person who actually makes the business
decisions for the institution. Moreover, when some of these hidden
owners are identified they sometimes have been found to have inter-
locking interests with such related businesses as suppliers, as drug-
stores, wholesale grocery outlets, and linen services. This should be out
in the open.

Nursing home owners also would be required to inform the licensing
seney of the amounts terms and conditions of loans made to the home
with the exception of operating capital loans obtained from com-
mercial banks. This addresses itself to another problem which was
brought before the subcommittee by witnesses who testified that some
nursing home operators become loaded with debt at very high interest
rates, and services to patients are cut to the bone in an effort to meet
the larfa payments on these debts. Some homes, unable to obtain credit
throu , dnormalbnkin cannels, have become victims of unscrup-
ulous money lender and have actually been forced into bankruptcy.
In such situations the patients are certain to suffer neglect and dep-rivation of needed services during the Iong slow process of business
failure. My amendment would not prevent this from occurring, but
would enable the State licensing agencies to be informed if the amount
and terms of debt threaten the solvency of the nursing home.

The remaining standards are quite similar to those recommended
by the Welfare Administration for skilled nursing home care under
title XIX in its State letter No. 845 issued shortly after enactment
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of title XI.X. These are not minimum standards, but are basic stand-
ards. They represent, in my opinion, the distinguishing character.
iis of the skiled nursing home which is capableof playing a pert
in a medical care program. Title XIX is a medical care program and
employs the language "skilled nursing home" to describe the service
intended to be covered.

The amendment also defines a home health agency for purposes of
the home health service which my tunendment would make manda.
tory. The characteristics of a qualified home health agency are quite
similar to those in title XVII which established the standards for
home health services under medicare,

'I'itle XIX as now written provids flat, hospitals be paid on the
basis of reasonable cost. No other type of provider of service is re.
quired to be paid on that basis. My amendment would require reason.
able cost reimbursement to nurshig homes and home health agencies.
Mr. Chairman, we must. acknowledge that in many States the payment
to nursing homes for care of welfare patients has not been adequate
to purchase high quality care and the basis for reimbursement has
not been equitable.

A majority of States establish, through negotiation or through ad.
ministrative or legislative action, a single rate of rembursement for
the care of public assistance nursing home patients in the State. It
seems to me that this system is inherently incapable of producing
equitable results despite the best intentions of its administrators. If
an effort is made to relate the rate determination to cost. of care, there
is a tendelcy for it to be predicated upon a median level of care among
the homes in the State, and for some the rate will be inadequate and
for others it may be too high. Furthermore, incentives to poor care
are built into this system since the home which cuts corners thereby
increases its monetary rewars, while the home which gives full
measure may just barely got by or imay even lose money on publiclyassisted patients.

Some States classify patients according to the care they require
and tmtablish different rates for patients needing maximum care, in-
termediate care, and minimum care. This does not solve the basic
problem associated with a fixed rate and creates a still worse problem.
It establishes a monetary incentive to keeping patients in a maximum
care state. The home with an active program of rehabilitation and
training in self-care may actually be working against its own financial
interest.

In short our present approaches to payment for care tend to dis-
courage intiative and promote passivity in patient care, to penalize
excellence, and to assure the continuance of narginal and even sub-
standard homes by giving them a relative financial advantage.

It seems to me that we must adopt the principle of pamont of full
costs for services actually provided to our publicly assisted nursing
home .patients. By using the phrase "reasonable cost1" however, I do
not wish to imply that I would like to see simply the adoption of the
principles of reimbursement now developed for title XVI 1. 1 am not
in a position to make a detailed critique of these principles of reim-
bursement, but I am aware that neither the providers of service nor
the administrators of the program are entirely satisfied with them. I
am particularly concerned that the 2 percent-plus factor, or 1 per-
cent in the case of proprietary nursing homes, may operate as a dis-
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incentive to economical operation and cost reduction. However, I be-
lieve we should establish the principle of paying the full cost of care
actually rendered, and I think it would be desirable to allow some
experiment tion under the title XIX program with different methods
of determining reasonable cost.

Mr. Chairman, the last provision of my amendment would prohibit
the use of Federal funds as matching for public assistance nursing
home care under any title of the Social Security Act in nursing homes
which do not meet State requirements for licensure. It might seem
almost unnecessary to enact such a provision of law. One might assume
that if a home were in violation of State law it simply would not be
permitted to operate. But that is not the case. Nursing homes which
do not conform to State law do continue to operate, and while one
department in the State is trying to close them another department is
patronizing them by placing wel are patients in them.

For example, my subcommittee was told in California that two-
thirds of the homes in that State are in violation of the code. We are
aying for welfare patients in most of them. Why does this occur?
tate licensing agencies generally have no sanctions available to them

for enforcement except revocation of a license. This requires lengthy
and elaborate procedures, a heavily documented case, and a hearing.
The decision may then be appealed to the courts. It may take years to
succeed in closing a nursing home while the patients continue to suffer
neglect and improper care and while we continue to pay public funds
to maintain them in the home. I have mentioned Califoinia but the
same is true of the other States we have visited and I am sure the same
kind of problem exists throughout the country.

Mr. Chairman, no part of my amendment is designed to diminish
the authority of the States over the nursing homes within its borders.
Nursing home licensing and regulation is a State function and if my
amendment is adopted the States will continue to perform that fune-
tion. We are not in any sense talking about Federal] icensing and Fed-
oral regulation. However, it seems to me perfectly proper for the Fed-
eral Government to establish reasonable specifications for services
purchased in large part with Federal funds. Federal funds must not
be used to buy services of poor quality, and Federal funds must not be
used to maintain aging citizens in surroundings that endanger their
very lives. This amendment seeks to establish a system for paying fully
and equitably for services and at the same time assuring that the aged
citizens whom we seek to serve actually get what we are paying for.

In conclusion I would like to say a brief word on the expanding
community work and training program to prepare welfare recipients
to take Io.

On thie a"is of the situation in Utah, I feel that the appropriate
agency to administer such a program is the Department of Labor
as remmended by Secretary Gardner and the Ad-ministration rather
than the Department of Health, Education, and Welfare as recom-
mended by the House bill.

I have been heartened by the degree to which the Utah Depart-
ment of Employment Security has worked to place welfare recipients
in jobs where possible and otherwise in programs to prepare them for
jobs. In many cases the Welfare office has been a prime source for
Neighborhood Youth Corps, Job Corps, and other poverty work pro-
grams recruitment.
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oTh Department of Employment Security, as the State arm of the
Department of Labor, is now able to refer welfare recipients to a
broad range of tinin wor-experience programs. Certainly, the
efficient manner in which to prepare welfare recipients for employ.
ability is to make use of the'evisting structure within the Department
of Emhpl.oyment Security rather than to establish a duplicate struc-
ture within the Welfare Department. Accordingly, I urge the com.
mittee to place responsibility for the community work and training
program within the Department of Labor where it belongs.

Thank you for your courtesy in listening to this rather lengthy
statement this morning.

The CJ MA Can you tell us, Senator Moss, how much your
amendment on nursing homes would cost. It sounds like a pretty good
idea

Senator Moss. Well, I do not have an exact assessment of this, Mr.
Chairman. Exact data for such an estimate are not available. But the
cost increases-and there would be some--would be two: One, the
reasonable cost reimbursement in those States which now pay low
rates, and two, matching the State payments for new home health
service programs.

Some 17 States now pay nursing homes on a reasonable cost basis or
pay fixed rates in excess of $11.50 a day. My amendment would have
little effect on payments in these States. Nursing home payments un-
doubtedly would be increased in the remaining States.However, if the total program is properly administered there
should be substantial offsets through the moving out or not admitting
patients who should not be in nursing homes. rn addition, the medi-
cal review and improved controls and auditing should effect some
substantial savings in payments for unnecessary drugs and supplies,
for service not actually rendered, and so forth. But we cannot put a
dollar figure on these abuses. However it seems to me the net cost
effect over a period of years would be slight. I

The CH AiiN. In other words, on balance, you don't think it
would cost any great amount of money I

Senator Mbs. No; I do not think it would greatly increase it. As
I say, there would have to be some adjustments but there would be
some offsetting factors that I think might bring it fairly close to
balance.

The CRumwrx . There is one other item you mention in your state-
ment that has a great deal of appeal to it. It might be wellto po t

out the problem from the point of view of those who have to vote on
it. You want to increase the amount that people can earn and still draw
their full social security benefits. It is a very popular thing and haq
a great deal of merit to recommend it.

But, the problem Is, it greatly increases the cost of the program,,
It Is just a question of how far you can go in doing this or something
else that is als desirable.

In other words, it is argued that it would be well to completely
remove this earnings ceiling, but the difficulty there if we do that,
that would cost 0.7 percent ofpayroll.

Now for the same amount of money we could increase benefits across
the board by 7 percent, and it raises a question as between other
things that you could do such as providing for a great number of
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people who are just not able to work at al. The problem that faces
us is whether it would be more desimble to provide a 7-percent in-
crease in all benefits or to liberalize this earnings test to let people
keep all of what they earn when they are drawing their social security
retirement. May I say I don't think any of us on this committee are
out of sympathy with the idea of increasing it. Your proposal, as I
see it, would be that we would increase the earnings from the present
$1,500 or $1,680 recommended by. the House up to $1,800. This is $150
a month that they could earn without any deduction.

Senator Moss. That is true, Mr. Chairman. That is rther a modest
increase in the ceiling amounts.

It seems to me that when social security was first adopted as a policy,
one of the factors that was considered was whether or not these peo-
ple drawing social security would also soak up jobs, and employment
was a real problem.

At the present time unemployment is down to a minimal amount and
if the economy continues to function well, will not be a problem. Under
those circumstances, I see nothing wrong with lettinK people who are
able to work and make a contribution get Into the libor market. Ac-
tually in some places we have a shortage of labor, and our economy is
stifled a bit because we do not have enough labor.

Now, the types of things that these beneficiaries would do, of course,
would vary but many of them are very highly skilled people and it may
be--it might be-a wise thing if you would have the watchmaker con-
tinue to do his trade after he 8 65 and not penalize him by reason of the
fact that he begins to draw social security.

The CHAiRmAN. You are going to have to help us with the responsi-
bility. You and others are going to have to operate in helping to meet
this problem of a shifting population. We have a higher percentage
Of people now than we had because people are living longer.
That is good. But in doing so we need more and more to set aside
the things that they can do. Initially it was thought that people ought
to retire and do nothing. We found they were not as happy, that they
really don't live as long or maintain as good health as they would if
they could feel that they are doing something constructive, something
worthwhile.

Senator Moss. This is true.
The CHAIRMAN. We run into these difficulties with these labor con-

tracts. A labor union makes a contract with a company that they
won't-they will retire workers rather than put them on work that is
less strenuous, less demanding, less hours, such as manning a gate for
the plant or providing-loolng after matters that are much easier to
do than some of the more strenuous and demanding jobs.

But, labor, I think1 needs to cooperate with us, to, in some of these
contracts they have with management.They need to take a new look with regard to things that have been
done. management, too. Contracts and policies adopted years ago may
not make too much sense today. I am happy to see that you are looking
to the future with these things, Senator Moss.

Senator Moss. I appreciate your comments on that, Mr. Chairman.
One of the things that our Special Committee on Aging is looking

into is this whole area of retirement. What does the individual do I As
the chairman suggests, just to compel a man to stop work and go home
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and sit in a rocking chair is cruel and unusual punishinent in a way. He
needs to still have his identity. He needs to-have a feeling of being
needed. He needs to have things to do.

Now continuing on a job is one of the things, one very important
thing. if he is not able to continue on the job he needs some other
direction to make his life meaningful because it doesn't do any good
to medically be able to prolong the life of our citizens if we simply put
them on a self and leave them there for those extrayears.

I think you are entirely right.
Senator Williams?
Senator WuLaAMS. No questions.
The CHAmA. Thank you very much Senator Moss.
Senator Moss. Thank you.
The CN mAnx. Our next witness is the Senator from Massachusetts,

Senator Edward M. Kennedy. Senator Kennedy, we are happy to have
you here before this committee. We know of your great interest in this
legislation, and we are aware of some of your suggestions with regard
to it. We hopefully feel at home here because we enjoy knowing your
views and your suggestions as to how we might improve on the pro.
gram that we have.

STATZ NT OF RON, EDWARD X. NEEDY, U.S. SENATOR FROM
TIE STATE OF MASSACHUSETTS

Senator Kwzrwy. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee first of all I want

to extend my congratulations to you and particularly to your chairman
for the splendid set of hearings you have been embarked upon now for
2 weeks, and which you will continue after the recess. It demonstrates
your gveat concern, and I think all of us in the Senate are deeply in
your debt.

Mr. Chairman, just-
The CkALaUzi. I know you made a tour through the povery area

of Washington, D.C. yesterday, and I commend you for it. Perhaps
you will be able to bring us a little bit more information and better
contact with what the problem is today than some of the others who
have been here.

Senator Kwzmwu. Thank you very much, Mr. Chairman.
Mr. Chairman, I have a rather extensive statement. I would like to

ask if it would be possible to include it in its entirety in the record?
The CaAima. We will do that.
Senator Krxmmwu. In that case, I would like to cover the first part

of it in some detail, and then skip over a little better than a third of it,
summarizing very briefly, and then just touch on the last part. Many
of the points in my statement have been commented on by other Sen.-
ators who have appeared before you, and rather than take the time
of the committee, Iwould appreciate it if I could proceed in the manner
I have described.

The ChAMMAN. Yes.
Senator Kxmw-ru. Although I refer to it in the course of my testi-

mony, I would like to mention here the questions which were addressed
to the distinguished Senator from Utah, Senator Moss, in reference to
elimiating the restrictions on earned income, in order that those wh6
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e receiving or are eligible for social security benefits would not be
penalized by working.

I realize from estimates I have seen, that if we did have an elimina-
tion of the restrictions on earned income, it could cost perhaps as much
as $2 billion. I think it is rather unfortunate that those who are work-
ing and are interested should be the ones who are penalized, reaUy,
for their efforts Granted, we have the responsibility of seeing the
system as a whole but it does seem unfortunate that those who wort are
forced to accept lower benefits than those who do not.

Further on this point, one of the things I find very distressing is
the fact that unearned income is not considered "earnings," and not
figured in to reduce the benefits that one would receive from ths
social security system

So, therefore, those who sit back and clip coupons are not within
this category, but those who go out and work are-and are penalized.
Certainly this is an inequity, and I think should be eliminate. I don't
see any reason why those who are receiving unearned income from
stocks, bonds, annuities, or pension funds should be given special con-
sideration, while those who are receiving earned income and are
actually working are penalized.

I would hope that on this particular point, we could have some kind
of adjustment in the bill to be sent to the floor of the Senate.

The CuAmMAN. I believe you know when it first started the idea was
that there was a lot of unemployment and it was felt that we ought to
find some way to prod. people to retire. I think that that was part of
the philosophy of saying that at age 65 or thereafter they ought to
retire.

Senator KEzNNDy. That is right. .
The CHAimAN. Or if not at 65 66, or 70 and that they draw their

benefits when they retired. I thin that is one of the reasons for the
distinction, perhaps the main reason for it.

Senator KENNEDY. I recognize that as the historical background.
I do feel, however, that given the labor market, the trends of employ-
ment in evidence today, the wide coverage of retirement funds, the
observations that were made by the chairman with regard to many of
our senior citizens who are interested -in continuing some kind of
productive involvement in their own life--I do feel that this penalty
obviously works to the disadvantage of those without unearned income,
while working to the advantage of those who do have sources of un-
earned income.

So, in sum, I think there is a basic inequity here and I am hopeful
that this point could be reviewed by the members oi the committee and
by the staff to see if some adjustment could be made in the legislation.

Senator Wu.AMs. If I might. suggest, this committee has been mostsympathetic to this sugeion that~they be allowed to earn more.
Senator KENNEmY. Yes.
Senator WiLLrAms. In fact a couple of years ago, the amendment

passed the Senate raising this to $1,800 and it was compromised in the
House to $1,500.

As the chairman indicates, to eliminate the ceiling entirely it would
require 0.7-percent increase in the payroll tax or if we followed the
other method of financing it through general revenue it would require
a 2-percent surtax.
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Senator KrzizDy. Which comes to about $2 billion, as I understandit.
Senator Wu .u~vs. Yes; $2 billion.
If it were removed in its entiret , as has been suggested, which pro-

cedure would you recommend that we follow, 0.7-percent payroll tax
or 2-percent increase in the surtax ?

Senator Kn wmy. As I have said, this is an extremely sizable
amount of money, and when we have only limited funds, it is even
more difficult. Recognizing the political problems which are suggested,
as well as the econoio strains, I would-hope that. at a bare minimum
wq could have a clear presentation of the alternatives available to us,
as I think this unequal treatment of earned and unearned income is
one which both bothers and concerns people.

My suggestion would be in the alternative: that we either eliminate
the ceiling, or if not, then at least we treat earned and- unearned in-
come the same way. Thus, if we were to retain thb ceilings on income,
then both earned and unearned income should be included in the coin-
putation. ' • - :

I think that is the equitable way of handling it. I know this com-
mittee has to balance and evaluate the various interests, and see what
can be done, but I would hope that at least in the alternative that we
could have both the earned and unearned treated the same.

Senator WIuAx. Thank you..Senator KNNiqY. Mr. Chairman, the legislation presently before
you--the proposed Social Security Amendments of 1967-is as iun-
portant a piece of legislation as is before the Con' this year. The
social security system touches the life of virtually every American,
be he one of the 23 million persons who will receive benefits under its
provisions, or one of nearly 78 million wage earners who pays a pay-
roll'tax. I consider the revision in the system this year absolutely criti-
cal, if we are to finish building the structure which was begun in 19:35.
President Roosevelt termed the 1935 act only the "cornerstone," and
we have, over the years, been slowly piling stone on stone in our efforts
to complete the structure.

The recommendations that I have, Mr. Chairman, on the amend-
ments to the social security system, are many. First of all, however,
is minimum benefits. The House bill raises the minimum benefits to $50
a month, or $000 a year. This is utterly unrealistic, particularly in the
case of those individuals whose entire retirement earnings are social
security benefits. I urge that instead, minimum benefits be set at $100
a month for individuals and $150 a month for couples. This is, in my
judgment, a bare minimum. I would couple this rise ii minimum bene-
is with an across-the-board increase of 20 percent, instead of the 12-/2 -
percent increase in the House bill.

Second, financing the increased benefit levels. Payroll taxes are re-
gressive, as every member of this committee knows. The higher they
are raised, without a sliding scale comparable to the progresive income
taxation rates, the more, on a proportionate basis, those at the lower
end of the wage scale are forced to pay

The founders of social security did not intend the system to become
as regessive as postwar administrations and Congress have permitted
it to. In 1937, for example, the tax applied to wages and salaries up to
$3,000, while the median wage or salary income was $1,112. If the
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maximum salary or, wage to which the contributory tax was applicable,
bore the same relation now to the median salary or wage as it did in
the late 1930's the tax would now apply to wages and salaries up to
$14,740. H.R. 12080 would, by way of contrast, raise the level of earn-
ings subject to tax to $7,600, or to slightly hall of what it would be as
envisioned by the architects of the social security system.

Raising this contribution base could finance nearly the entire cost
of the raise in bencfts I have-proposed. The administration has in
fact, recommended a gradual increase ir. the contributions base, but
H.R. 12080 accepted only a small part of this recommendation.

Third, eamir limitation. This discourages workers still able and
willing to work from doing so, and is an arbitrary, inequitable, unjust
and unreasonable restriction.

It applies% as now written, as I have said, only to earned income.
Thus those individuals with unearned incomes, as from stocks and
bonds, pensions, annuities and the like, can have incomes of up to &l-
moat any amount and still draw down the full amount of social security
benefits. The man or woman actually earn'g wages, however, is not
so fortunate. When he works, he loses hi benefits, and therefore, I
would hope that this point would be adjusted and correeteL

Fourth, the cost of living. There should be an automatic cost-of.
living adjustment in benefits. Twice in' the last 10 years the Cogress
has increased benefits, both times by 7 percent. But this has stilleft
the pur hasing power of benefits actually lower than they were in 1954
due to increases in the cost of living. Another dramatic illustration oI
what happens when the cost of living is ignored is that 80 percent of
the 12%-percent increase in benefits in HR. 12080 wouldbe used
simply to. restore the 1954 purchasing power, despite the belief held
by some people that we have steadily improved our social security bene-
fit structure. Cost-of.lving figures are frequently published and
readily available, and it would be a simple matter to adjust benefits
accordingly. This should, in the interest of equity, be made a basic
principle of our social security laws.

Fifth, State public assistance payments, Two aspects of State public
assistance payments should be changed. State payments should not be
reduced when social security benefits are rais, and State welfare
payments should be raised to the level the State itself sets as the mini-
mum for subsistence. These two proposals, acting in concert, would
assuir that State actions would not cancel out actions on the Federal
level to the disadvantage of those whom the programs are designed
to help.

Sixth, Advisory Council on Social Security. Under present laws,
the Secretary of Health, Education, and Welfare appoints 12 mer-
bers to the Advisory Council on Social Security. I would recommend
that this committee give serious consideration to requiring that at least
one member of this council be a recipient, of social security or welfare
benefits. I think the concept that we have generally seen working in
the. Poverty Program is that many of the people who are actually
rec ients have the ideas, suggestions and recommendations, and I
thinT it would strengthen the Alvisory Council.

These six suggestions for revisions in the social seCUrity p rt of H.R.
12080 are, Mr. Chairman, the minimum we should make consistent
with the desire I know we all share to bring meaning and fulfillment
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to retirement years. They reflect a juxtaposition of the standards of
living we want for older Americans, with the best advice of persons
closely familiar with the social security system.

I urge their acceptance.
Following the structure of H.R. 12080, Mr. Chairman, I want now

to turn to tile XVIII of the Social Security Act, or medicare.
We have lived with medicare for over a year now, and we know

that, as President Kennedy said many times, it has indeed heralded
a new era for those who needlessly suffered because they could not
afford proper health care. President Johnson, in his January 23 mes-
sage on aid to the aged, termed medicare an "unqualified success."
Aid it certainly has been just that.

But there are both improvements which need to be made, and short.
comings to be corrected, if medicare is to reach its full promise

Fit , disabled Americans under 65. The President recommended
that medicare be extended to the 1.5 million disabled Americans under
65 now covered by social security and railroad retirement, but the
House did not accept this recommendation, calling instead for a
study of it. Mr. Chairman those disabled Americans under 65 who
receive social security or railroad retirement benefits find themselves in
much the same position as those over 65--they cannot work, are de-
pendent upon social security benefits, are plagued by high medical
expenses, and have difficulty finding adequate and reasonable insurance
protection. It is my belief that they should be covered, and covered
immediately. .

Second, cost of prescription drugs I commend you, Mr. Chairman,
for the work you have done in trying to see that the generic name
drugs are used, and your efforts working with HEW in this matter.
I find myself completely in accord, and I- hope this bill as reported to
the Senate will reflect the position of the chairman.

Thirdl.y chronic illness coverage. We have, under present law, im-
posed artiicial limits on coverage for those individuals whose stays in
health care facilities are of long duration. I can testify, Mr. Chairman,
from my own personal experience with the sickness that my own father
has had for many, m!a'y years, and can understand the extraordinary
problems long-term illness causes to many people in many families
throughout this country. I think particularly in the cases of terminal
cancer and others that the expiration of the medical benefits comes at a
time when these benefits are needed most. I am hopeful that we can
broaden our limits on coverage for chronic illness which would then
mean that medicare is doing tihe job we expected oi it.

Next is medicaid, Mr.. Cmirman. As title XIX of the Social Secu-
rity Act becomes operational, we are only beginning to !caiai of its ram-
fications. Thirty States now have programs in operation, and eight
more States will soon begin their programs. The House dealt quite
exten:'ively with medicaid; imposing certain restrictions on the opera-
tion of certain State programs, wit an eye to insuring in the words
of the committee report, that "title XIX would afford better medical
care and services to persons unable to pay for adequate care."

I have introduced an amendment, No. 298, to H.R. 12080, which
would help guarantee the high quality of medical care as administered
in nursing homes. This amendment is similar in effect to S. 1662, which
I introduced on May 2 of this year.

In my prepared statement, I review the ned for and the effect of
this amenam ent in some detail. Let me just say that what this amend-
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meat would do is to require States which include nursing home care
as a component of their State plan, to require licensing of nursing
home operators. If these operators were not licensed, then the Secre-
tary of-HEW, after 1970 would not be able to certify the State plan,
thus rendering it disquailied forassistance. In my prepared statement,
I review what the results of our hearings have beezi in the Special
Committee on Aging, with regard to licensing. From the hearings and
from my own study in the area, I am aware of some of the abuseN as
well as some of the strengths of nursing homes, and I do think there
must be some kind of licensing provision mad. I am hopeful that it
canbe incorporated in this leglation. It is complementary and sup-
plementary to the suggestions Senator Moss has made, and I have
discussed this with him at length and we are in accord on it.

Now, Mr. Chairman, 4I would "like to turn to the public welfare
provisions: if there can be smid to be a consensus on anything within
the ambit of H.R. 12080, it is that our present American welfare system
is sadly inadequate. The President, Members of C the Secietar 1
of HEW, the American Public Welfare Association, the Presidents
Advisory Council on Public Welfare) all have attacked our present
system.

The House bill makes major changes in existing law. I have reviewed
the'testimony before this committee of SecretAry John Gardner of
Health Education, and Welfare, and Under Secretary Wilbur Cohen
regarding these changes, and I find myself in close agreement with
them. I will, consequently forgo extensive comments on them, with
two exceptions. The first deals with limits on aid to dependent chil-
dren. I would consider itla grievous mistake if the Senate were to
accept the House provision lIniting Federal'partieipation in the aid
to families with dependent children. I know the formula that has been
reached in the House of Representatives and I think it is utterly
unrealistic. We hear the comments of urbanologists, such as Dr.
Patrick Moynihan and others who discuss what is happening in many
of our cities. Unfortunately, there is a startling growth in the numbers
of Illegitimate children. To try to set a rijid formula limitation,,such
as hasbeen established in the House bill, is unrealistic. Certainly, we
do not want to encourage illegitimacy. But this is, as others have stated
here on other occasions, illogial and cruel to take out on the children
themselves. So I am hopeful that this particular aspect of it can be
carefully reviewed, and perhaps revised extensively by this committee

Secondly, work training. I think it would be truly an archaic law
which required all mothers to accept work or training, as a prerequisite
to receiving welfare benefits. I think there should be an optional policy.
It could be some kind of flexible policy. I am not prpared today to
make detailed comments on how it should be established and regulated.
I know you have Mr. Mitchell Ginsberg here and others from other
welfare departments who will comment in detail, and perhaps then we
can work out some kind of discretionary provision for welfare de-
partments so this is not mandatory. I think it would bd helpful to have
some kind of discretion in the welfare department, so they.culd
take into consideration extenuating circumstances on these provisions.

The last area is child health. Few things are so poignant as a sick
child, crippled or lethargic, unable to comprehend the nature of his
illness or to understand why he is sick,
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It Is for this reason that I consider title III of H.R. 12080, improve-
ments in child health so important.

The figures are wel known. Some 40,000 American children die rach
year who would live if our infant mortality rate were as low as Swe-
den's. More than 1 million cri] pled children, each year, are 1-ft with-
out even the most rudimentary medical assistance. More than 125,000
infants are born each year mentally retarded, many of whom are re-
tarded only because of inadequate prenatal care. I will say, Mr. Chair-
man, that as a result of the very extensive studies of the Kennedy Foun-
dation, on the question of mental retardation, we find that this prenatal
care is absolutely essential for mothers. There is a direct correlation be-
tween the incidence of mental retardation and also the lack of prenatal
care. The provisions which have been incorporated in the House bill, I
think move us along in a very positive and constructive direction, and
I am hopeful that we can certainly support these and will strengthen
them.

In conclusion, Mr. Chairman I think it useful, when we contemplate
the estimated welfare costs of about $7.6 billion in 1968, to put this in a
perspective. In 1940, total assistance expenditures represented 1.07 per-
cent of the gross national product. In 1960, they represented 0.84 per-
cen, and in 1966 0.85 percent. We have, then, despite the absolute rise
in the amount o# pubio assistance expenditures, only kept even as a
percent of GNP. Consequently, I do not think we should let ourselves
be sidetracked by the large sums involved in H.R. 12080.

Rather we should concentrate on what this actually does for the poor
people oi America.

We do not do our traditions and heritage well when we tolerate rules
and conditions which force dignity out of the lives of those to whom
dignity is vitally important.

We do not do our intelligence and abilities well when we tolerate an
archaic patchwork of unintelligible and overlapping laws through
which assistance is channeled to the poor.

We do not do our poor well when we hold out promises of increased
assistance, only to fall far short of our promise.

What we can do, and what we must do, is to act firmly and with clear
resolve. President Roosevelt, in his last public message, said that "the
only limit to our realization of tomorrow will be our doubts of today."

et. us act, now, to make tomorrow, for the poor, not a life of
punishment or scorn for being por. Rather, let us construct enlight-
ened structure designed to hep in the realization of self-sufficiency.

The proposals I have made today can help in this realization, and
I urge their acceptance.

The ChAnuuz. Let me thank you for a very thoughtful and com-
prehensive statement, Senator Kennedy. There are some of us on this
committee who made a very determined effort to try to provide that
these health care benefits would continue as long as a person was really
seriously ill and needed them.

I saw in the press the other day where a relatively young person
died. He would not be covered under medicare but this person had
been in a coma for more than 2 years Now when someone is really
ill, and really sick, the idea of terminating the benefits, terminating
the hospitalization and the care for them euse they are still sic
after a year or after 18 months is just pathetically ridiculous in my
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mind There are a small percentage of cases where that is true but
sme of us felt andl still feel, and I think we both feel that way,
that we certainly should extend the benefits of medicare to a person
who is desperatey ill and simply has not recovered, but is still ill. I
think you made a fine suggestion there and that is how many of us
voted when we voted on medicare previously.

I appreciate what you said about this problem about the drugs.
We believe that we would save about $100 million and even provide a
better quality of drugs than people are getting now if we heavy up
on the testing and buy these drums on a competitive basis rather than
simply let someone charge a big price for it because he puts a fancy'
name on it.

Now, I appreciate what you have said but I am inclined to think
that there is a substantial amount of disagreement with what the
House is probably trying to achieve in what appears to be sort of a
get tough attitude toward this dependent children problem.

The lw already states that these children would not draw benefits
if their unemployed parents have work available to them and don't
take it.

Now, it is recognized by the Houam committee and by the law that
in instances where a mother has a number of children, that the money
would best be spent simply to pay the mother to stay in the home.
The House committee says that. They say that in some instances where
there are several small children, for example, the best plan for a
family may be for the mother to' stay home. But even those cases
should be reviewed regularly to see ifte situation had changed to
the point where trainmg or work is appropriate for the mother.

Now in a case of that sort perhaps that is the best answer. I do
know that it has been my privilege on occasion to have a number of
mothers working either. in my office or working in my home from time
to time who had-children at home, and they were good employees, too.
Because of the unfortunate death of the father, some of these mothers
have done just a magnificent job i providiig family income and
giving their children a chance in life, abetter chance than they would
have had otherwise. I don't think we disagVee about that sort of thing
nor that the House proposal to help provide.day care and schools for
small children as well as the children of kindergarten age, to help
mothers with that problem where they find it desirable to work.

Part of this seems to be because the Labor Department has had
the responsibility of finding the jobs, and another department has
had the responsibility of handing out the checks. Where the Labor
Department has had the entire responsibility, such as the unemploy-
ment insurance program you got exactly the same provision that those
ple shouldn't be drawing that money for unemployment insurance

f t ,here is work available for them, andt the Labor Department in that
area,'I think, has done a pretty good ob of handling there where they
find someone has been drawing the benefits, drawing unemployment
insurance with a job available to them over there, and the said, "We
will have to cut off this unemployment insurance because here is a job
right here that you could be holding at this very time."

It seems to me that what the House is trying to say is that they mean
business when in their law they say thatyou shouldn't be drawing
benefits if you have rork available to you. It seems to me that is what
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the House is striking- at. Maybe this phrase may not be the way to do
it, but I think we all agree that where someone could be working con.
structively and care for the children is provided while the mother
works, that is probably a better ane.wer. I also think that when one
talks about the discrimination in favor of a husband who doesn't sup-
port his children we ought to eliminate that by finding that husband
and seeing that he contributes something to the support of those chil-
dren. I have been thinking about the possibility of suggesting a tax
on fathers who don't support their children as one way to get at
some of that.

I have experienced the frustration of being a young practitioner of
law trying to chase down some of these truant parents. It is very
difficult to do. So maybe wo can do it at this level, the Federal level.
Thank you very much.

Senator GoPm. I want to thank Senator Kennedy for his statement
I would like, myself, to make a brief comment about a related

matter. I have long been an advocate of a full-employment policy
which, as you realize, this country adopted as a national policy right
after World War II. We seemed promptly to forget it as soon as we
adopted it. I have long advocated implementation of the policy. It
has been a matter of encouragement to me that the Labor Committee
has now reported a bill which makes a vigorous approach to the ac-
complishment of this goal in our municipalities.

I note that some, both within and without the Administration, on
the one hand, criticize the House bill requiring work with respect to
welfare, and, at the same time, criticize the recommendation in the
bill reported out by the Labor Committee. I expect to support that latter
bill. t may not be comprehensive enough, but at least it is a vigorous
step toward giving life and meaning to the full employment policy
that was nationally adopted long ago, but never implemented. Would
you mind responding to that ?

Senator MBNNw y. If my memory serves me correctly, the full em-
ployment policy was enunciated in the Full Employment Act of 1946,
and has been interpreted by subsequent administrations to be utiliza-
tion of monetary and fiscal policy to bring about full employment
But the legislative history, as I remember it from the development of
that act, suggests that the Federal Government should be the employer
of last resort, which I think are actually the words used in the Full
Employment Act. This is, consequently, something that has long been
talked about and considered.

As the distinguished Senator from Tennessee has pointed out, to
some extent the bill introduced bv Senator Clark, of which I am a
cosponsor, is the first sort of massive program designed to reach that
issue. I voted for it in the committee, and I will support it on the
floor.

The question of course, comes down to whether the program can be
stre Zoned. Senator Clark has indicated so, as, for examples, as to
how incentives can be provided to the private sector to achieve the
purposes outlined in his bill. I am sure there are other ways of
strengthening it but the concept itself, I think, is worthy and I think
it is somethin g that should be recognized. I certainly support it.

Senator Goiz. Many of us think that self-reliance, s respect, in-
dustry on the part of the individual are inherent in, and necessary
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for the vitality of our way of life, I know few who would d
with that. But whether the Government offers an opportunity for
employment as the first or last resort, to the fellow who is desperately
in need of a job, this may matter but little.

I strongly believe that our society, being as complex and as large
and as interdependent as it is, owes to every able-bodied citizen who
is willing to work an opportunity for a job at a decent wage

This is a belief to which I am willing to pay more than lipservice.
I wish to join you in support of this Labor Committee bill.

Thank you, Mr. Chairman.
The CimmAbr. Senator Williamsf
Senator WjLAMS. No questions.
Senator K mmy. Thank you very much, Mr. Chairman.
The CHAImANx. Thank you very much, Senator.
(Senator Kennedy's prepared statement follows:)

STATEMENT OF SENATOR EDWARD M. KENNEDY, U.S. SENATOR FROM THE STATE
OF MASSACHUSETTS

Mr. Chairman, I appreciate this opportunity to appear before you and the other
distinguished members of the Committee on Finance.

The legislation presently before you-the proposed Social Security Amend-
ments of 19067-is as important a piece of legislation as is before the Congress
this year. The Social Security System touches the life of virtually every Ameri-
can, be he one of the 23 million persons who will receive benefits under its pro-
visions, or one of nearly 78 million wage earners who pays a payroll tax. I con-
sider the revisions in the system this year absolutely critical, if we are to finish
building the structure which was begun In 1935. President Roosevelt termed the
1935 Act only the "cornerstone"; and we have, over the years, been slowly piling
stone on stone in our efforts to complete the structure.

But we have" by no means finished building. Of the twenty-three million Ameri-
cans now receiving benefits under the system, 5 million, or more than 20%, live
In poverty. Retirement years for these Americans are not years of fulfillment, as
they should be-they are years of despair, of frustration, and of pain.

The public welfare provisions of the social security laws, the complement
to the retirement assistance provisions, are seriously in need of major revision.
Last year, the Advisory Council on Public Welfare, appointed by President
Johnson, cited in an extensive report that the "legislative mandate and financial
resources" of the public assistance provisions desperatelyy handicapped" the
operation of the system. The House-passed bill would work many major revisions
in the public welfare provisions of the social security laws, but there are
many Americans who believe thesa changes, In part, are a step backward rather
than a step forward.

Events' of this year have proven graphically that our assistance provisions
have not kept pace with what the American electorate expects. I think that it is
In this context that we should view the provisions in. the bill before this Com.
mittee, and that we should bend our oars to move forward, not backward.

Mr. Chairman, H.R. 12080 contains a vast number of provisions. The Report
of the House Committee on Ways and Means, for example, lists about 153
separate changes to existing law. While I would like to comment on a large
number of them, it is virtually Impossible within the time available to us this
morning. What I would like to do, Instead, is to comment briefly on a few matters
and more extensively on a few others.

001AL SECURlTY

First, benefit levels. The House bill raises minimum benefits to $50 a month,
or $000 a year. This is utterly unrealistic, parlcul4ry In the-case of those
Individuals whose entire retirement earnings are social security benefitL I urge
that instead, minimum benefits be set at $100 a month for individuals and $150
a month for couples. This Is, in my judgment, a bare minimum. I would
couple this rise In minimum benefits with an across-the-board increase of 20%,
instead of the 12%% increase in the House bill. This would have the almost
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immediate effect of raising the 5 million older Americans now living at poverty
levels up and out of their abject living conditions. With one stroke, this Com.
,ttee and the Senate could virtually eliminate severe poverty among older
Americans, should this proposal be accepted.

Reooma, financing the increased benefit levels. Payroll taxes are regressive, as
every member of this Committee knows. The higher they are raised, without a
sliding scale comparable to the progressive income taxation rates, the more,
on a proportionate basis, those at the lower end of the wage scale are forced
to pay.

The founders of Social Security did not intend the system to become as
regressive as postwar Administrations and Congress have permitted it to. In
1987, for example, the tax applied to wages and salaries up to $3,000, while
the median wage or salary income was $1,112. If the maximum salary or wage
to which the contributory tax was applicable, bore the samo relation now to
the median salary or wage as it did In the late 1930's, the tax would now
apply to wages and salaries up to $14,740. H.R. 12080 would, by way of contrast,
raise the level of earnings subject to tax to $7,600, or to slightly half of what
it would be as envisioned by the architects of the Social Security System.

Raising this contribution base could finance nearly the entire cost of the raise
In benefits I have proposed. The Administration has, in fact, recommended a
gradual increase in the contributions base, but H.R. 12080 accepted only a small
part of this recommendation.

The other, and critical, element of financing the social security benefits is
through infusion of general tax revenues. We can never meet the needs of our
senior citizens so long as benefits are tied solely to payroll contributions-and
we must not forget that It is the needs of people, not some accounting standards,
which should be In the forefront of our minds.

This Committee has been presented with a number of specific proposals for
the Infusion of general revenues, and I do not want to dwell on the particulars.
But I do want to urge the members of the Committee to give all possible atten.
tion to this possibility.

Third, earnings limitation. Present law limits the incomes retired workers can
earn and still receive benefits. This discourages workers still able and willing to
work from doing so, and is an arbitrary, inequitable, unjust and unreasonable
restriction.

It applies, as now written, only to earned income. Thus those individuals with
unearned Incomes, as from stocks &ond bonds, pensions, annuities and the like,
can have Incomes of up to almost ahy amouft-and still draw down the full
amount of social security benefits. The man or woman actually earning wages,
however, is not so fortunate. When he works, he loses his benefits.

Officials of the Social Security Administration have reported to me that elim-
ination of the earnings limitation would be expensive, requiring perhaps as
much as $2 billion more for benefits than under present law. But this misses
the point: we are now, In effect, penalizing individuals over 66 who work, while
not penalizing those with unearned Incomes who do not work. If the cost of
removing this inequity is high, then we should perhaps find another way of doing
it-as, perhaps, subjecting all income, earned or unearned, to the same limitation.

But in any case, I consider it incumbent upon us, this year, in this bill, to
correct this disturbing discrimination against the working man.

Fourth, cost of living. There should be an automatic cost of living adjustment
In benefits. Twice In the last ten years the Congress has Increased benefits, both
times by 7%. But this has still left the purchasing power of benefits actually
lower than they were In 1954, due to increases in the cost of living. Another
dramatic Illustration of what happens when the cost of living Is ignored is that
80% of the 12% increase In benefits in H.R. 12080 would be used simply to
restore the 1964 purchasing power, despite the belief held by some people that
we have steadily Improved our social security benefit structure. Cost of living
figures are frequently published and readily available, and It would be a simple
matter to adjust benefits accordingly. This should, In the interest of equity, be
made a basic principle of our social security laws.

PFitA, State public assistance payments. Two aspects of State public assistance
payments should be changed. State payments should not be reduced when social
security benefits are raised, and State welfare payments should be raised to the
level the State itself sets as the minimum for subsistence. These two proposals,
acting in concert, would assure that State actions would not cancel out actions on
the Federal level, to the disadvantage of those whom the programs are designed
to help
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Sita, Advisory Council on Social Security. Under present law, the Secretary of

Health, Education and Welfare appoints 12 members to the Advisory Council on
Social Security. I would recommend that this Committee give serious considera-
tion to reqiirlng that at least one member of this Council be a recipient of social
security or welfare benefits. One criticism of the administration of our present
system is the lack of contact the policy makers have with those at whom the sys-
tem Is aimed: the old, the poor and the disabled. I can think of no better way
for the voice of the recipient to be heard In the policy-making councils than for a
beneficiary or recipient to be a full-fledged member of the Advisory Council

These six suggestions for revisions in the social security part of H.R. 12080
are, Mr. Chairman, the minimum we should make conslatent with the desire I
know we all share to bring meaning and fulfillment to retirement years. They
reflect a Juxtaposition of the goals we have for older Americans with the advice

..of persons closely familiar with the Social Security System. I urge their accept-
ance.

ME}IOARE

Following the form of H.R. 12080, Mr. Chairman, I want now to turn to Title
XVIII, of the Social Security Act, or Medicare.

We have lived with Medicare for over a year now, and we know that, as
President Kennedy said many times, It has Indeed heralded a new era for those
who needlessly suffered because they could not afford proper health care. Presi-
dent Johnson, In his January 23 message on Aid to the Aged, termed Medicare an
"unqualified success" And it certainly has been Just that.

But there are both needed Improvements and shortcomings to be corrected, If
Medicare Is to reach Its full promise.

'rt, disabled Americans under 5. The President recommended that Medicare
be extended to the 1.5 disabled Americans under 5 now covered by social security
and railroad retirement, but the House did not accept this recommendation, call-
Ing Instead for a study of It. Mr. Chairman, those disabled Americas under 65
who receive social security Or railroad retirement benefits find themselves In much
the same position as those over 66--they cannot work, are dependent upon social
security benefits, are plagued by high medical expenses, and have difficulty finding
adequate and reasonable Insurance protection. It is my belief that they should be
covered, and covered'immediately.

seood, cost of prescription drugs. The cost of prescription drugs administered
outside of hospitals or other health care facilities should be covered under Part
B of bledicare. It can hardly be denied that the cost of drugs prescribed by a
physician, whether taken Inside or outside of a hospital, are a part of the cost
of being sick. Yet they are not included under Medicare I think we should Include
them, and do so Immediately.

Mr. Chairman, I have noticed with great Interest, in this regard, your efforts
to have the Secretary of H..W. prepare a list of drugs by their generic nameS,
as opposed to their brand names, and to limit Medicare payments to the price of
the generic drugs. I quite agree with you that this would bring great savings, by
encouraging use of generics, and I support your far-sighted efforts.

Third, chronic Illness coverage. We have, under present law, imposed artificial
limits on coverage for those Individuals whose stays in health care facilities are
of long duration. Yet it Is exactly these illnesses of long duration which prove
most disastrous, financially, to those whose ability to pay is limited. We must
broaden our limits on coverage for chronic Illness, If we are to claim that
Medicare Is doing the Job we expect of It.

MEDIO£ID

As Title XIX-Medicald---of the Social Security Act becomes operational, we
are only beginning to learn of its ramifications. Thirty States now have programs
n operation, and 8 more States will soon begin their programs. The House

dealt quite extensively with Medicaid, Imposing certain restrictions on the opera-
tion of certain State programs, with an eye to ensuring, In the words of the
Committee Report, that title e XIX would afford better medical 'care and
services to persons unable to pay for adequate care."

I have introduced an amendment, 208, to H.R. 12060, which would help guaran-
tee the high quality of medical care as administered In nursi4 homes. This
Amendment is 6imilar In effect to S. 1662, which I Introduced on May 2 of
this year.

It would require States which Included a nursing home care component In
their State plans to provide for a State licensing system of nursing home opera-
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tors. If these operators were not licensed, then after 1970 the Secretary of HI1.W.
would not be able to certify the State plan to qualify It for Title XIX assistance

Denial of Federal funds for nursing home care Is a drastic step. I urge such
a drastic step because of information elicited in an important series of hearings
in 1965 held by the Subcommittee on Long-Term Care of the Special Committee
on Aging, because of information developed by my staff and the staff of that
Committee, and because of my own personal visits to many nursing homes.

This information has convinced me that the operator or administrator of a
nursing home Is the key person in assuring that the care received by nursing
home patients Ie of a very high quality. The operator is, after all, the man who
hires and fires the staff, the man who orders the food, the man who schedules
visits by physicians, and, in general, the man who sets the standards by which
each Individual nursing home operates

The care nursing home patients require Is considerable, since they are in
nursing homes only because they cannot take care of themselves. The typical
nursing home patient Is 80 years old. More than half of such patients require
assistance in walking or are bed-ridden. Nearly half of the patients are senile
or mentally confused at least part of the time. Many patients are permanently
disabled and cannot be rehabilitated to a degree at which they could live inde-
pendently outside the nursing home. The average length of stay In a nursing
home is a year or more.

The care of patients In a nursing home Is, then, a very large responsibility.
The man who must oversee the discharge of this responsibility-the operator
or administrator-must be a man of dedication, skill or experience. The hear-
ings I have participated In, the studies which have been undertaken, and visits
I have made have convinced me that, by and large, nursing home operators meet
these standards and are conscientious in their efforts to bring the best care
and comfort to their patients

But, unfortunately, not all nursing home operators are so motivated. A survey
of nursing and rest home administrators recently conducted In Massachusetts
by Dr. Samuel Levy indicated why many members of the medical professions
are concerned about the. qualifications of nursing home operators. Only 41 per
cent.-428 persons-responded to Dr. Levy's questionnaire. Only 18 per cent
had completed college; 20 per cent were school drop-outs; 10 per cent had no
formal education at all; and of those who had not completed college only 18 per
cent could cite any special training In their profession. And I draw the unhappy
conclusion that had the other 59 per cent responded, the statistics would be
even more discouraging. While these figures combine rest and nursing homes,
the results would not be significantly different if nursing homes were separated
out

I want to make It clear, Mr. Chairman, what my amendment would and would
not do. All States presently require the licensing of nursing homes, and pursuant
to this requirement, periodic Inspections of nursing home facilities are made,
usually by personnel of State health departments. But this requirement alone
In Insufficient to ensure that patients receive the care and treatment the inspectors
are led to believe they receive. I have evidence, for example, of an operator who
kept meat In a freezer to show the State Inspectors, but the meat was never fed
to the patients-they were fed spaghetti, sparn, and so forth. It Is this type of
unscrupulous taking advantage of old, sick people at which my bill is aimed.

It would require States to establish a board of individuals representative
of the professions, occupations, and institutions directly concerned with the
care and treatment of the chronically ill or Infirm elderly, as well as of the
public. This State board would develop, impose and enforce standards which
must be met by operators of nursing homes before they could be licensed by the
State. If the State did not have a licensing program in effect by July 1, 1970,
then a nursing home component of a State program for Title XIX assistance
would not be able to be certified by H.E.W. The standards to be developed by
the State boards are designed to ensure that nursing home operators are Indi-
viduals well-qualified by experience, training and character to operate nursing
homes. The amendment would establish a small program of matching grants to
States for training nursing home operators.

States presently require the licensing of doctors, of dentists. of lawyers, of
architects, of engineers, and of other professionals as well. 'Thta licensing process
enures that the public interest in receiving services meeting some minimum
requirements of quality are met. Since nursing home operators are directly
responsible for assuring, day-to-day, that their patients receive the medical care
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they need, It is my firm belief that the operators should be licensed by the
States much as doctors, dentists or lawyers are.

The Department of Health, Education, and Welfare estimates that there are
approximately 20,000 homes with 850,000 beds providing nursing and resi-
dential care in the United States, an average of about 43 beds per Institution.
Approximately 85 percent of the institutions and 75 per cent of the beds are
owned by proprietary nursing home organizations, which is a sharp contrast
to the ownership patterns of the hospital Industry, wher the great majority
of institutions are publicly-owned. The national health expenditure for nursing
home care was $1.2 billion in 1964, the public share of whlch was over $400
million. The Veteran's Administration, the Department of H.E.W., and the
Department of Housing and Urban Development all finance, in various ways,
various costs of nursing homes.

Nursing homes are a big business In the United States today, and public funds
are heavily Involved, as these figures Indicate. Licensing of operators of nursing
homes Is one element in guaranteeing the best possible care to our elderly citi-
zens who are. patients In nursing homes. It is an important element, as the hear-
ings in the Subcommittee on Long-Term Care indicated, and as It Is framed
In the amendment I have offered, It dovetails with the amendments Introduced
by the Chairnan of that Subcommittee, the distinguished Senator from Utah,
Mr. Moss, which cover other aspects of problems associated with nursing homes.
The Senator from Utah has, by the hearings he chaired in 1985, performed a
valuable service to our senior citizens who must be confined to nursing homes,
because he brought these problems out for public scrutiny.

The bills introduced as a result of these hearings were carefully drawn to
bring patients in nursing homes a higher -order of care than they presently
receive. My own amendment would do It by focussing on the qualifications of the
operators of the homes. A recent poll conducted by the periodical NURSING
HOMID ADMINISTRATOR shows that a majority of respondents approve of
the licensing of operators. They do so, I think, because the profession wants to
rid itself of the small minority of unprofessional operators whose activities de-
tract from the dedication to excellence of the majority of the members of the
profession.

PUBLO WELFAMI

If there can be said to be a consensus on anything within the amblt of H.R.
12080, It is that our present American Welfare System Is sadly inadequate. The
President, members of Congress, the Secretary of H.B.W., the American Public
Welfare Association, the President's Advisory Council on Public Welfare--all
have attacked our present system.

The House bill makes major changes in existing law. I have reviewed the
testimony of H.E.W. Secretary John Gardner and Undersecretary Wilbur Cohen,
before this Committee regarding these changes, find myself in close agreement
with them. I will, consequently, forego extensive comments on them, with two
exceptions.

First, ADO limits. I would consider It a grievous mistake if the Senate were
to accept the House provision limiting Federal participation In the Aid to Faml-
lies with Dependent Children Program (ADO), based on the existing proportion
of the child population which received aid because of the absence of a parent
as of last January. This is a plain, arbitrary freeze on the number of children
who can receive payments under the Ai) program, and attempts a solution
by ignoring the problem.

We must all be concerned at the rising number of children receiving ADO, a
number which has risen so that now fully 4.9% of all children under 18 are re-
ceiving payments. But this means, for these children, food and clothes, and-we
simply cannot ignore yhat the effect of freezing the number of recipients at a
number already eeceeded will be. This unduly harsh provision goes completely
against the grain of the rest of the House provisions, which are in general aimed
at moving families toward financial Independence.

Second, work training. It would be truly an archaic law which reqw4red all
mothers to accept work or training, as a prerequisite to receiving welfare benefits.
This would be so even with an adequate system of day care centers, which, of
course, we do not have and will not have, even under the House bill, for some
time to come. If part of our Concern is the reestablishment of the family as a
viable unit, then what we should not do is require mothers to leave their children.

There is considerable merit in requiring States to establish work training
programs, but none in requiring mothers to leave their children. I would urge
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this Committee to rewrite the House provision, making participation by ADO
mothers In work training programs voluntary instead of mandatory.

There are, Mr. Chairman, many good and constructive public welfare pro.
posals in the House bill, such as the day care centers, the work incentives for
those on welfare, the program designed to reduce the incidence of illegitimate
births, and the college grants for training social workers. These provisions, and
others, should be retained.

But the two I have discussed in detail must, if we are not to be considered as
punishing people for being poor or Illegitimate, be deleted.

OHCEL HEALTH

Few things are so poignant as a sick child, crippled or lethargic, unable to
comprehend the nature of his illness or to understand why he is sick.

It is for this reason that I consider Title III of H.R. 12080, Improvements in
Child Health, so important.

Forty thousand American children die each year who would live if our infant
mortality rate were as low as Sweden's. More than 1,000,000 crippled children,
each year, are left without even the most rudimentary medical assistance. More
than 125,000 infants are born each year mentally retarded, many of whom are
retarded only because of inadequate pre-natal care. Poor children have 5 times
more diseased teeth than more fortunate children.

These are cruel statistics.
The House bill, in response to these distinct needs, has consolidated existing

maternal and child health programs, and has provided for the establishment of
a few new ones. In particular, the House bill; (a) expands the maternal health
care program to state explicity that a major purpose is the reduction of infant
and child mortality; (b) authorizes grants for the support of hospital intensive
care units for high-risk newborn infants; and (c) authorizes support of projects
to provide comprehensive dental health services for children, and for studying
various methods of organizing community dental health programs.

Mr. Chairman, these provisions must be retained, for they go far towards
solving what many have called a national shame-that we have not, with all
our vast resources, been a world leader in child heath, but have Instead trailed
much of the rest of the world.

CONCLUSION

I think it useful, Mr. Chairman, when we conteiwplate the estiniatej welfare
costs of about $7.6 billion in 1088, to put this in a perspective. In 1940, total
assistance expenditures represented 1.07% of the gross national product. In
1960, they represented 0.84%, and in 1966, 0.85%. We have, then, despite the ab-
solute rise in the amount of public assistance expenditures, only kept even as
a percent of GNP. Consequently, I do not think we should let ourselves be side-
tracked by the large sume involved in H.R. 12080.

Rather, we should concentrate on what this actually does for the poor people
of America.

We do not do our traditions and heritage well when we tolerate rule.4 and con-
ditions which force dignity out of the lives of those to whom dignity Is vitally
important.

We do not do our Intelligence and abilities well when we tolerate an archaic
patchwork of unintelligible and overlapping laws through which asslstance is
channelled to the poor.

We do not do our poor well when we hold out promises of Increased assistance,
only to fall far short of our promises.

What we can do, and what we must do, is to act firmly and with clear resolve.
President Roosevelt, In his last public message, said that 'T£he only limit to our
realization of tomorrow will be our doubts of today."

Let us act now to realize that tomorrow, for the poor, is not punishment or
scorn for being so. It is rather, an enlightened structure designed to show the
way to self-sufficiency.

The proposals I have made today can help in this realization, and I urge their
acceptance.

The CHAMMAN. Our next witness is Mr. James M. Ensign, vice
president of the Blue Cross Association.

Mr. McNerney has a rather formidable statement here, and I am
going to ask that we print this entirely in the record. I understand
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you intend to summarize it. Then we will ask a few questions based
on the statement.

STATEMENT OF IAMES M. ENSIGN, VICE PRESIDENT, BLUE CROSS
ASSOCIATION

Mr. ErsIoN. Thank you, Mr. Chairman.
Unfortunately, Mr. McNerney, who was to have appeared before

you today, is ill in bed here in Washington and, therefore, will be un-
able to be here today.

My name is James M. Ensign. I am vice president of Blue Cross
Association, and we have, as you mentioned, a prepared statement of
Mr. McNerney which we would like to submit for the record. In the
interest of time, and with your permission, Mr. Chairman, I would
like to summarize for you the key points from that statement.

Collectively, the Blue Cross system is the largest voluntary health
care financing agency in the world.

Eliminating the overlaps, we serve nearly half the total U.S. popu-
lation in some capacity, including an estimated 18.6 million elderly
beneficiaries under the medicare program in areas where providers
have selected Blue Cross as intermediary under part A.

Our concern here today lies primarily with those individual bene-
ficiaries and with the services they receive. The health insurance, for
the aged program enacted under Public Law 89-97 is a large and
complex undertaking. Our comments relate to benefit design, admin-
istration, reimbursement to providers and administrative cost.

In many of these areas we have been working closely with the staff
of the Department of Health, Education, and Welfare, and expect
to continue to do so, primarily through a Bureau of Health Insurance
of the Social Security Administration. But there are some highly
desirable results which these agencies cannot accomplish, except ;A
legislative sanction or encouragement from the Congress, and I would
Ike t,) address myself first to these.

A common theme running through newspaper reports on the first
year of medicare is one of confusion or uncertainty among benefi-
ciaries. Many elderly persons do not understand the basic elements of
the benefits package, parts A and B, much less the details. They do
not know what they may have to pay themselves, starting with the
$50 part B deductible, or to whom they may have to pay it; they are
concerned about requests to pay which they had not anticipated.

They are apt not to understand about a "spell of illness" under part
A and how that fits in with a "calendar year" under part B, to say
nothing of the "carry over" provisions involving year-end benefits.

We do not believe that "education" of beneficiaries can be exepeted
to cure this situation. Anyone spending a quiet morning in the lobby
of a Blue Cross plan, or a Blue Shield plan serving under part B, or
a Social Security district office, cannot help but be impressed with the
serious effort ofbeneficiaries to find out what they need to know to
understand their situation regarding costs of health care-and the
frustratingly difficult task facd by sympathetic and trained bnefl-
iary relations personnel in trying to get the needed detail across.
Te only successful course, in our opinion, is to move deliberately

toward simplification of the process. Every proposal for legislative
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change should be examined to determine whether it eases or adds to
the burden on comprehension by elderly beneficiaries and by providers
of care who must deliver the benefits.

All other problems aside, the clearest lesson of Medicare Year One,
in our opinion, is this one. New changes should be aimed at eliminating
confusing detail and concentrating responsibility for quick and clear
explanation as close as possible to the point at which care is rendered,
that is, the hospital, the physician's office, or the intermediary-carrier
to which each is asked to report when benefits are provided.

Some of the provisions of H.R. 12080 do, in our opinion, contribute
to this simplification, while others do not. Some changes which we have
recommended previously have not been incorporated into the bill before
you, and we should like to reiterate our major emphasis on these.

The need for simplification extends also to administration by pro.
riders and physicians, and to firm controls of administrative cost by all
involved. The present program is too complex to administer without
excessive paperwork, time and cost. Some of the proposals in H.R.
12080 improve this situation. It is the failure of many factors to mesi
well with each other or with the existing system for providing health
care which creates the greatest problem, in our opinion.

An insistence on merging statistical reporting with case administra-
tion has contributed heavily to the problems involving providers.
Every encouragement shoulV be given by Congress to the establish-
ment of administrative procedures by the Social Security Administra-
tion which will contribute to rapid, effective and inexepensive case.
handling related to benefit determination and provider reimbursement,
with full fiscal controls, but with statistical and research needs fulfilled
on a sample basis or by parately obtained summary data rather than
on a case-by-case data delivery. Intrusion of research needs into claims
processing has not facilitated either beneficiary handling or pro-
vider effectiveness, and has tended to increase administrative cost.

Similarly, adoption of rather inflexible and highly complex concepts
of reimbursement right from the start of the program has tenlded to
add to costs of administration and to burden the program with detail
that might better have been developed slowly on the basis of experience
rather than im posed as an untried system.

It is in the light of these concerns for beneficiary understanding,
provider effectiveness and administrative cost reduction that I offer the
following comments.

Simplification as it relates to H.R. 12080:
H.R. 12080 provides desirable modifications of certain procedural

aspects of the program. Under the heading of "simplification of Reim-
bursement to Hospitals," the bill moves toward simplification of one
segment of the program which can produce the greatest amount of con-
fusion, that is, services provided in the hospital setting which invlove
reimbursement from both the part A and part B funds. The bill does
not, in our opinion, go far enough in this direction.

In addition, modifications are suggested with respect to (1) certain
in-patient services provided by physicians, (2) consolidation of out-
patient services under part B, and (3) simplicity in the collection, by
the hospital, of out-patient charges below a stated maximum. Viewed
separately, each proposal has merit. However, all three share a common
interrelationship and administrative burden which arises from the
annual $50 deductible under part B.
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The intent of Medicare is to provide coverage in the service-benefit
context, and so hospitals are paid directly and physicians are urged
to accept assigiuents. However, the imposition of a "first dollar" $50
annual deductible is incompatible with this intent. The provider of
care does not know the extent of the patient's liabilities at the point of
rendering care, a central record of the deductible status must be main-
tained, and each provider must query the master record through an
hitermediary or carrier each time service is provided in order to make
this determination, This adds administrative complexity and cost to
the confusion and frustration of both the provider and the beneficiary.

Further complexities result because (1) the deductible can be ful-
filled by charges submitted to a variety of intermediaries and carriers
by a variety of providers, physicians or beneficiaries; 2) the provider
does not have adequate knowledge of the status of the deductible when
small and short-term benefits are involved, as in outpatient services;
and (3) the requirement that expenses incurred in the fourth calendar
quarter of a year and applicable to that year's deductible are also "car-
ried over" and made appicable to the following year's deductible in an
effort to achieve greater equity among beneficiaries.

With this basic complication in mimd, let me now comment on some
of the proposed modifications.

Concerning radiological and pathological services furnished to hos-
pital inpatients, H.R. 12080 would permit combined billing for hospi-
tal services and the services of a radiologist or pathologist. This par-
tially simplifies the billing problem. Unfortunately, this method of
billing is not extended to all ospital-based physicians such as cardio-
logists, neurologists, physiatrists, pulmonary physiologists, anetesi-
ologists, and others.

While arrangements between these specialists and hospitals may
not be as prevalent as in the case with radiologists and pathologists,
where such arrangements do exist the hospitals' billing problems would
not be helped by the provisions of I.R. 12080. Moreovq, this proposal
adds another type of billing for physicians' services, because no de-
ductible applies to radiology and pathology. They must be identified
separately in billing while at the same time the services of other hospi-
tal-based physicians remain subject to the $50 deductible. Add to this
the existing separate rules for billing for interns and residents in a -
proved as distinguished from nonapproved training programs, and the
result is four distinct methods of bifing for professional care rendered
in hospitals, some of which are subject to the deductible while others
arenot.

Our recommendation:
In those cases where the hospital would normally bill for services,

we urge your consideration of a uniform method of combination bill.
ing through part A for all inpatient services-hospital and profes-
sional-and a periodic adjustment between part A and part B trust
funds for the professional component. This would greatly improve
beneficiary understanding and satisfaction, and further simplify the
administrative burden and cost. Those physicians who choose to bill
independently would continue to do so.

Concernming services to hospital outpatients, we recommend that
there be a substitute for the $50 deductible, and that that substitute
be a copayment requirement under which the patient will always
pay a prescribed portion of each charge incurred. This would eliminate
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the confusion attendant on the deductible status, and thereby contribute
to the understanding and satisfaction of the patient. It would also
reduce the administrative cost at all points in the system-provider,
intermediary and SSA.

With respect to simplified reimbursement of outpatient hospital
services, we would urge that in line with our general administrative
recommendations for separation of statistical and payment reporting,
limit the provider clain procedure to a simple reporting of charges
and collections which would permit listing of cases rather than indi.
vidual claims for relatively small amounts; and further, we would urge
adoption of our previously stated recommendation for a copay provi.
sion instead of a deductible. This would have the combined effort of
greater beneficiary understanding and satisfaction, and reduction of
administrative cost across the board.

Incentive for lowering costs while maintaining quality in the pro-
vision of health. This is the provision of the bili giving authority to
the Secretary to experiment with alternative methods of reimbursing
hospitals under medical medicaid and child health programs which
is of great interest to us. We have previously noted that the current
system of reimbursement under title XVIII, known as the RCCAC
concept, is costly to administer, has required additional employees
among providers and among intermediaries to audit more extensive
data, and it poses difficult questions for providers who have so-called
all-inclusive rates.

We salute this provision in the bill as an indication of the flexibility
needed to arrive at adequate reimbursement to providers where vari-
able circumstances require such flexibility. We also look to this provi-
sion as a means for exploring the validity and reliability of a variety
of possible reimbursement methods.

Senator Gopxi. Mr. Chairman, could I interrupt to ask a question?
The CHAMMAN. Yes.
Senator GoP.. May I ask a question of the witness? I suppose you

are concerned with the inflation of costs, and certainly the members
of this committee are. Do you have any evidence that parts A and B
of medicare are operating to inflate the costs of health care for the
total population, and if so, what can you recommend to this committee
that we do to control this kind of inflation I

Mr. ENsioN. Well, Senator Gore, on your first question, "Do we have
evidence that the establishment. of a part A and part B has inflated the
cost?" With respect to the separate identification of a professional com-
ponent which has caused a number of hospital-based specialists to move
away from a system whereby the hospital had billed for care for that
physician, and toward a system where the physician separately bills,
we have some evidence which suggests that the total cost of that service
now-now that the physician has departed from his old practice of
billing through the hospital, or rather accepting an arrangement with
the hospital-has in fact, in some parts of the country, inflated cosLs
for Blue Cross and Blue Shield subscribers. We have not measured
it on the medicare side.

Senator Gonu. It is no good now to recall it except for a little per-
sonal satisfaction, but Senator Douglas and I sponsored amendments
in 1965 that would have forestalled this, or so we thought.

Now that we have the situation, do you think some amendment would
be appropriate, or do you have a better suggestion to make?
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Mr. EzisiozK. Well, sir, we have just covered in our testimony what I
think would be a major step toward simplification and the reduction
of expense for the program, namely, to fold in or allow the foldin'
in of all hospital-based professionals into a billing arrangement which
would allow the hospital to bill for the services of these physicians.
This would not require a separate identification of professional com-
ponents until the end of the year when this would be done through a
simple adjustment of A and B trust funds.

Senator Gonm. Well, I think your suggestion is a progressive step.
At. least, it has a good deal of merit, in my view. If you or other wit-
nesses have additional suggestions on this point, I would welcome them
because the inedicare program, for which I take some small responsi-
bility for bringing into being, is an enormously important one. It is a
great step in social progress.

Neverfleless, we must husband our resources, guard the program, to
prevent the kind of promoted inflation which you have been describing.

Thank you, Mr. Chairman.
Mr. ENsIGN. With respect to incentives for lowering costs while

maintaining quality in the provision of health service, I covered some
comments about our concern with the current system of reimbursement
under title XVIII, known as the RCOAO and we certainly salute the
provision in the bill which allows flexibility needed to arrive at ade-
quate reimbursement to providers where variable circumstances re-
quire such flexibility. Welook to this provision as a means for explor-
ing the validity and reliability of a variety of possible reimbursement
methods. This was also mentioned by Senator Moss in his previous
testimony, As fiscal intermediary for hospitals under medicare and
medical Bue Cross offers its experience to the Secretary under agree-
ment to conduct such experiments on incentive reimbursement.

On additional days of hospital care, we note the expansion of bene-
fits by providing an additional 30 days of care during a "spell of ill-
ness" in an effort to meet the problem faced by a ben4ficiary who re-
quires long-term care in an extended-care facility. The problem is
only slightly eased by the proposal. The difficulty arises because pres-
ent law does not authorize any distinction between a beneficiary who
is receiving skilled nursing care and other services in an extended care
facility and one who resides in a nursing home, which may or may not
be an "extended care facility" which provides skilled nursing services
to some patients. Once the resident who is domiciled in such a nursing
home has used up his presently authorized 90 days of inpatient hos-
pital care and his presently authorized 400 days of extended-care fa-
cility benefits he cannot start a new spell of illness and become en-
titled to further care unless he moves his residence for at least 60
days to one which does not provide skilled nursing care to anyone.

Irl addition, it should be noted that the provision of an additional
30 days of inpatient care with a co-pay requirement equal to 50 per-
cent of the inpatient hospital deductible would be to add another
complexity to the benefit structure, and require the beneficiary to
understand the difference between days with no co-pay reqmrement,-
after the initial $40-days with a 25-percent co-pay requirement, and
days with a 50-percent co-pay requirement. Because these days usually
are not all received in sequence in a single hospital admission, under-
standing of where one starts counting in successive admissions can be
difficult for the beneficiary.

58-6i 0--T--pt. 2-18
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The CHAMwAN. If yOU would permit me to do so, I want to ask you
a few questions based on your statement.

Mr. ExNsio. Yes sir
The CHAmAAN. We will study it, and I am going to go into it in

much greater depth becauseyou have some very constructive suggest-
ions here, and I think some of them definitely ought to be a part of this
bill.

Mr. E aSoN. Thank you, sir..
The CaH AA. So I am going to ask you a few questions that we

are particularly concerned with that you might be able to help us on.
We will Srint this whole statement in the record at this point, and

we will study it. As a matter of fact, I am going to take it along with
me on the airplane and study it until I am thoroughly familiar with
it. I won't read it once, but two or three times, because you have some
very good information we need here.

I want to ask you about that
(The prepared statement of Mr. MoNerny, submitted by James M.Ensign, follows:)

STATEMENT BY WALTER J. MONEBNEY, PRESIDENT, BLUE CROSS ASSOCIATION

Mr. Chairman: My name Is Walter J. McNerney. I am president of the Blue
Cross Association, the national organization of Blue Cross service Plans, and I
appear here today as a representative of those Plans. Collectively, the Blue Cross
system Is the largest voluntary health care financing agency in the world. We
provide benefits to approximately 64 million subscribers in the United States,
including more than 4 million Federal employees and dependents. In the Medi-
care program, In addition, Blue Cross acts as intermediary chosen by more than
92 per cent of the participating hospital , 83 per cent of the howe health agen-
cies and 57 per cent of the participating extended care facilities. In 25 .Ant9-s
Blue Crow serves in a variety of ways under welfare health programs, including
12 states in which Plans perform comprehensive administrative functions under
Title XIX programs. Blue Cross administers benefits in 33 states under the
Civilian Health and Medical Program of the Uniformed Services, and It has
accepted certain administrative responsibilities under the VISTA program.

Eliminating the overlaps, we serve nearly half the total U.S. population In some
capacity, including an estimated 18.6 million elderly beneficiaries under the
Medicare program In areas where providers have selected Blue Cross as inter-
mediary under Part A.

Our concern here today lies primarily with those individual beneficiaries and
with the services they receive. The health insurance for the aged program en-
acted under Public Law 89-97 Is a large and complex undertaking. Our comments
will relate to benefit design,. administration, reimbursement to providers and
administrative cost. In many of these areas we have been working closely with
the staff of the Department of Health, Education and Welfare, and expect to
continue to do so, primarily through the Bureau of Health Insurance of the
Social Security Administration. But there are some highly desirable results
which these agencies cannot accomplish, except with legislatlye sanction or On-
couragement from the Congress, and I would like to address myself first to these.

A common*,theme running through newspaper reports on the first year of
Medicare is one of confusion or uncertainty among beneficiaries. Many elderly
persons do not understand the basic elements of the benefit package, Parts A
and B, much less the details, They do not know ,what to expect that they may
hve to pay themselves, starting with the $50 Part B deductible, or to whom they
may have to pay It; they' are concerned about requests to pay, vy!dlch they had
not anticipated. They ae apt not to understand about a "spell of illness" under
Part A and how that fits in with a "calendar year. under Part B, to say nothing
of the "carry over" provisions involving year-end benefit. Welfare patients re-
portedly are continuing to go to county clinics rather than try to cope with
Medlare's complexity. The delays In xrocesshig claims, both by Intermediaries
and carriers, and recording them on SSA computer tapes, !have often stretched
out the time period during which elderly beneficiaries have had to worry about
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the status of their health affairs, and their vwn obligation for eventual partial
payment out of limited resources.

We do not believe that "education" of beneficiaries can be expected to cure
this situation. Anyone spending a quiet monrniT in the lobby of a Blue Cross
Plan, or a Blue Shield Plan serving under Part B, or a Social Security District
Office, cannot help but be Impressed with thi serious effort of beneficiaries to
find out what they need to know to understand their situation regarding costs
of health care-and the frustratingly difficult task faced by sympathetic and
trained beneficiary relations personnel In trying to get the needed de !l across.
Confusion is apt to be heightened by necessary explanation of pri vate coverage
bought to fill the uncovered valleys of Medicare benefits.

We should face the fact that people often don't understand details of tileir
insurance coverage, particularly eJre persons, and particularly in regard to
such personal and frequently kfedtrjng benefits hes t os'e de -ved from health
insurance. Wheh o0 deals wth death or 06 or qt er intteiient casualtes,
one's concern is normally to be satised in advance rb f t aequace 0otectlolj nas
been obtained within fairly cowmI pramters. In eal lnsur hco, eveo the
professionals 10ay have difficulty. [h cdlcre, there is be ag cream ed one of the
most complex heal Insurpee rel itiOnsbi ever desgheq, one which Is becom-
ing more instead of less lled 1 i ne t 0  r are added
to regulations. Aceonamt~ *Ilftt 4hjtlt ita car irs4o
executives, And other experts lave digicu t i . r . ae..

rn4tsy details. It Is too pMuch to expect the elderly n rlei no latter how
much "Infotrmation"Is given them, to dO so.

The only successful course, )n our opinion, Is to move Aeliberately towards
simplification of the process. PIvely proposal for legislatlyo c ha e should be
examined objectively to determine whet er it eases or adds to he burden on
comprehension by elderly beneficiaries and by providers of care who must deliver
the benefits. All other problems aside, the clearest lesson of Medicare Year One,
in Our opiniOn, is this one. Nw cbange* should be aimed at eliminating con-
tuslg dtail, and concentrating resjotsIbility for quick and clear explanation
as elbse is possible to the point at Which care Is tendered, i.e., the hospital, the
physician's okce, or the Intermediary-carrier to which each is asked to report
when benefits are provided, The greatest possible concentration of point-of-con-
tact will facilitate this, and the logical point at which to aim is the intermediary-
carrier which works directly with prOviders and those who render covered health
services, and who also are part of the private Ifidustry which provides com-
plementary benefits.

Sonle of the provisions of H.R. 12080 do, in our opinion, contribute to this
simplification, while others do not, Some changes which we have recommended
previously have not been incorporated Into the bill before you, and we should
like to reiterate our major emphasis on these.

The need for simplification extends also to administration by providers and
physicians, and to firm controls of administrative cost by all involved. The present
program Is too complex to administer without excessive paperwork, time
and cost. Some of the proposals in 11,1. 12080 Improve this situation. It Is the
failure of many factors to mesh well with eeh other or with the existing system
for providing health care which creates the greatest problem. An Insistence on
merging statistical reporting with case administration has contributed heavily
to the problems involving providers. Every encouragement should be given by the
Congress to the establishment of administrative procedures by the Social Security
Administration which will contribute to rapid, effective and Inexpensive case
handling related to benefit determination and provider reimbursement, with full
fiscal controls, but with statistical and research needs fulfilled on a sample basis
or by separately obtained summary data rather than on a case-by-case data
delivery. Intrusion of research needs Into claims processing has not facilitated
eltheft beneficiary handling or provider effectiveness, and has tended to Increase
administrative cost.

Similarly, adoption of rather inflexible and highly complex concepts of reim-
bursement right from the start of the program has tended to add to costs of
administration and to burden the program with detail that might better have
been developed slowly on the basis of experience rather than imposed as an
untried system.

It Is in the light of these concerns for beneficiary understanding. provider
effectiveness and administrative cost reduction that I offer the following more
detailed comments. Some of them could involve benefit cost increases, but con-
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the conditions for use of, this procedure and in no event could the provider col.
leer more than $50 from the patient. While this provision does eliminate some
of the paper work problems of hoMpital, It tends to increase the tu-deu on the
patient who must pay in tll and seek re ment from the program It
would still require the handling of a request for payment by the intermediary,
the query to the master file, etc. It could also add to the beneficiary's confusion
in term of what coverage he has, In short. It does not go to the heart of the
problem, wbich Is the $0 deductible.

MoOMMENIDATION
(4) We urge adoption of our previously stated recommendation for a co-pay

provision instead of a deductible. This would have the combined effect of greater
beneficiary understanding and satitfactlon, and reduction of administrative cost
across the board.

This recommendation would or would not require more money, depending upon
the sitro of the co-pay provision. However, even If the contributions from the
government and the beneficiary have to be raised we think It would be worth
doing so in order to make the program work better, and be more comprehensible
to the elderly.

New.ntive for lowering osta while maintaining quality in the protteion of
health service (paragraph 6(e) page 43)

The provision in the bill giving authority to the Secretary to experiment with
alternative methods of reimbursing hospitals under Medicare, Medicaid. and
Child Health programs is of great interest to us. We have previously noted
that the current system of reimbursement under Title XVIII known as the
ROCAG concept Is costly to administer, has required additional employees among
Providers and among Intermediaries to audit more'extensive data, and it poses
difficult questions for providers who have so-called all-inclusive rates, ,

We salute this provision In the bill as an indication of the flexibility needed
to arrive at adequate reimbursement to providers where variable circuintances
require siich flexibility. We also look to this provision as a means for exploring
the validity and reliability of a variety of possible reimbursement methods.
As fiscal Intermediary for hospitals under Medicare and Medicaid Blue 'Cross
offers its experience to the Secretary under agreement to conduct such experi-
ments on incentive reimbursement

Additional days of hospital care (paragraph 6(f) page 44)
We note the expansion of benefits by providing an additional 30 days of

care during a "spell of illness" In an effort to meet the problem faced by a
beneficiary who requires long term care In an extended care facility. the problem
Is only slightly eased by the proposal. The difficulty arises because present law
does not authorize any distnotion between a beneficiary who is receiving skilled
nursing care and other services In an extended care facility and one who resides
in a nursing home (which may or may not be an "extended care facility") which
provides skilled nursing services to tome patients. Once the resident who is
domiciled in such a nursing home has used up his presently-authorized 90,days
of in-patient hospital care and his presently authorized 100 days 'of extended
care facility benefits, he cannot start a new spell of illness and become entitled
to further care unless he moves his residence for at least 60 days to onewhlclh
does not provide skilled nurslg care to anyone- This LW required even though
he Is not currently receiving any skilled nursing care. Oven should emergency,
in-patient hospital care be needed by such a nursing home resident, under existing
law, Le cannot obtain it as a Medicare benefit. This appears to be inequitable to
the elderly person whose permanent don4cile is such a nursing home

The proposed addition of 30 das of in-patient eligiblIfti, would only lengthen
a "spell of illness" somewhat but would leave ls beneficiary in the same ultimate
position after those additional days were*used up. No future benefits Would be
available to him unless he moves.
.We believe that this inequity should be cured by regulation..

It, should-be noted that the provision of an additional 80 days of in-patient
care with a co-pay requirement equal to 50 per cent of the. In-patient hospital:
deductible would be to add another complexity to the benefit structure, and re-
quire the beneficiary to understand the difference between days wlth, no co-pay
requirements (after the initial $40), days with a 25 per cent co-pay requirement,
and days.with a 50 per cent co-pay requirement. Because ,these days usually



SOCIAL SECURITY AMENDMENTS OF 1967 925

are not all received in sequence in a single hospital admission, understanding
of where one starts counting in successive admissions can be difficult for the
beneficiary.

RECOMMENDATION

(5) We urge that there be established by regulation a method for counting
days so that days of residence in a donmlcilliary facility during which no skilled
nursing care services are received by the beneficiary do not serve to prolong a
spell of illness. It statement of Congressional intent Is needed to authorize such
a regulation, we urge that it be given in the context of H.R. 12080.

Payments for certain portable X-ray services (paragraph 6(k) page 47)
The provision In the bill for including portable X-ray services In the home is a

welcome additional benefit but could be better qualified to meet lome health
needs. As the provision is written, these portable X-ray services to beneficiaries
In their homes does not require that they be in the context of a home health
plan, nor that the X-ray service be hospital based, and would only be available
for bedridden patients or those unable to provide transportation.

One of the fundamental purposes of the home health benefit iii the present
law is to provide a meaningful alternative to institutional services where these
services can be provided within the home environment. Under present law X-ray
services are not Included as a home health benefit.

RECOMMENDATION

(0) We suggest that this provision require that home X-ray services be in-
cluded as a home health benefit within the framework of an approved home
health agency plan ordered by a physician and also that these services be made
availaLle under arrangement with a hospital either in the patient's home or by
the patient going to the hospital out-patient department.

Blood deductible (Paragraph 6(n) page 48)
We also not6 the provision In the bill concerning blood deductibles designed

to provide an Incentive for blood replacement. We concur In the need to develop
incentives for blood replacement but note that the many administrative problems
connected with the blood deductible under the present law will be further com-
plicated by this provision.

RECOM MENDATION

(7) We again urge that blood be excluded as a benefit. This would be consistent
with the nearly universal exclusion of blood as a benefit in private prepayment
programs and would assure incentive for blood replacement It would eliminate
the very cumbersome administrative methods set up to handle the deductible
and would be a legitimate cost saving to the program which could help offset any
additional costs in connection with our recommendation on the hospital out-
patient deductible.

Other provisions
We note finally that the bill has other provisions for simplification, extension

of benefits and removal of inequities on the beneficiaries' behalf. In this context
we cite the elimination of the requirement for physician certification of the meed-
ieal necessity for hospital in-patient and ott-:patient services. (Paragraph 6(b)
Page 37). This will serve to strengthen and make more meaningful the recer-
tification and utilization review provision of the present law.

Also, we support the'provision for payment for the purchase of durable med-
leal equipment where this will serve as an economical alternative to present
coverage (Paragraph 6(1) Page 46).

The provision for payment for hospital physical:ther ipy, services furnished
to befiefciaries in their homes (Paragraph 0(j) Page 46) will make this valuable
service available where home health agency services are not available or where
hospital-based home health erVies have not as yet developed. "

Wealso wish to recognize the provision in this bill to remove the Inequity in
the,.carry-over pvision of, the present law which tare, pqment for, generic
hospital service' t patient who) are In long teri psychiatric or tuberculosis
hospitals pr-ior to first eligibIlty. As We understand It, thii provison of the bif
will now make services in general hospitals available to long terni :psychiatric
or tuberculosis hospit-:.l in-patients when such patients suffer an illness requir-
ing medical or surgical care. We endorse this change.
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OONGLUSION

In conclusion, Mr. Chairman, I would feel remiss If I did not take cognizance
of the need within the health care system for continuing Improvements in ad.
ministrative efficiency, for increased evaluation by non-profit prepayment Plans,
among others, of the cost of services for which they pay, and for greater eni.
phases on the need to participate actively In area-wide planning and other pro.
grams designed to enhance the provider system as well as the Individual provider.

We in Blue Cross are gearing ourselves as a system to further these objectives
within the private market as well as under our assignments from various levels
of government. We are firm in our determination to take those steps which will
improve both our own performance and that of the health care Industry within
which we function. Efforts to improve productivity within our health care system
are essential for the welfare of the beneficiaries of private and governmental pro-
grams, from the standpoint of clarifying the scope of benefits which can be pro-
vided through the various public and private programs and extending It to the
full range of services which the system Is now capable of offering beneficiaries.

There is a limit to the amount of the gross national product that can be devoted
to health care, although the total amount allocated to health Is still rising steadily
and the limit Is not visible as yet. As we approach It, however, the desire of the
population for services will be translated Increasingly into getting more service
out of whatever limited resources are available. We In Blue Cross are prepared to
assist in achieving this objective. We anticipate full support from the providers
who have selected us to represent them under Medicare, to whom we pay for
benefits in the private market and without whose wholehearted public service
dedication these private and governmetntal programs would not have worked.
Thank you, Mr. Chairman, for this opportunity to present some of the viewpoints
of Blue Oross

The CHAIRMAN. You testified before the Ways and Means Commit-
tee that there would be a rise in hospital costs of about 12 percent in
calendar 1967, 10 percent in 1968, and 8 percent in 1969. I say, you
testified-Mr. McNerney testified to that.

Now, based on your extensive experience in actual reimbursement
of hospitals, do you still hold to those estimates

Mr. ENSIGN. At this point in time, Mr. Chairman, when all of the
facts are yet to come in on 1967 and 1968, we do not have evidence
that would cause us to change our projections from those which were
provided in the detailed analysis, following up on our testimony be-
fore the Ways and Means Committee.

The CHA=uwN. How extensive a study are you undertaking to
develo these cost projections?

Mr. "ENSIGN. It i dicult for me to answer that question, Senator
because I did not participate fully in them. But judging the number of
hours that were devoted to the analysis and, .hap; even more n-
p rtantly, devoted to the assumptions regarding what will ha ppen
during the years 1967 and 1968, 1 would say that it was a fairly thor-
ough analysis.

The CIAIMAN. Now, the American Hospital Association, in their
testimony before that same committee, projected increases of 15 percent
annually for the next 3 to 5 years

How do you account for the large differential between your esti-
mate and theirs?

Mr. ENsIGN. Senator, I believe the differential exists because of
differences in assumptions made about certain components of the
hospital cost picture, differences in assumptions made, for example,
about the increase in salaries and wages within certain groups in the
hospital setting.
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The basic data from which these projections were developed are con-
sistent. It is the assumptions made about what will happen in indi-
vidual cost components within the hospital that differ.

The CHAIMAN. Well, can you give me just one example to illustrate
the point I

Mr. ENSIGN. If my recollection serves me--one of the differences-
in addition to the cost rise for nursing personnel-was the question of
what would follow within the hospital outside of the nursing person.
nell area once substantial increases were made in that area, such as
other professionals, other ancilliary personnel, housekeeping person-
nel laundry personnel, etcetera.
The CHAMMAN. If we accept the AHA assumptions of cost increases

at a rate of 15 percent ft year, aren't we telling hospitals that increases
of that magnitude are accepted-this was the American Hospital Asso-
ciation-that they were accepted and they are tolerable if they stay,
if they are 15 percent a year; and would not this reduce whatever
incentive hospitals mighthave to keep their costs below that figure?

Mr. ENSoI. Well, I have a feeling, Senator Long, that even if you
did accept the 15 percent per year as a reasonable projection, there are
other factors which are at work within the hospital setting which
would tend to limit increases: Such things as reviews of hospital man-
agement practices by hospitals; scarcity of personnel; and a whole host
of things that are at work, partially because of medicare, to view the
hospital setting, make comparisons among departmental costs and
things of that kind which, I think, would have an effect that would,
perhaps tend to limit cost increases.

The diHntsaN. Well, there is a significant effort being made by the
Office of Eortnomio Opportunity and, perhaps, others to train more
nurses and provide more help. That ought to help keep the costs down,
should it not, if you have more competent people to help operate these
hospitalan do the job.Dyou think that the Congress can reasonably accept your estimate
as its basis for financing part of medicare, that is, the hospital part
of it?

Mr. ENsIo. It is my opinion, Senator Long, that our estimates
remain reliable, and until such time as we have evidence to the con-
trary, I would say, yes.

The CHAInRMA. A witness for the Kaiser Foundation indicated ways
that they go about keeping the number of hospital days below the
average undermedicare, mainly being matter of making their doctors
cost onscious, and we have had some testimony about the extent to,
which it is possible to find ways that you should use to operate hospitals
more efficiently. , I I

Do you agie that there Is a potential here for a substantial reduction
of. cod by improving the efflciency of treatment and service in the
hospitals?
Mr.E.os.i.. Well' Senator Long, in all of'ganiftons and indus-

trie%'an d 'aivities, w wou A' s uoeC that theri is a p'pientl forin
creases in efficiency, and the, health care setting is certainly no
exception.

The C twlMAhq. Would you be so kind as to provide us with a de-
tailed analysis of the differences between your assumptions and your

927
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cost, data and (lie assumptions and cost data of the American Hospital
Association so that we can take a look at the two and see whether we
think we might be able within the costs that you anticipate?

Mr. ENsioN. For the Blue Cross Association, I would be happy to
submit to you an analysis of our assumptions; yes, sir.

The CHAIRMAN. Well I would appreciate it if you would take a look
at theirs also, so as to help to point up the differences between the two,
so we know what difference we are going to move.

As a matter of fact, there is a difference of several hundreds of mil.
lions of dollars there, and that has something to do with how much
additional benefits we can provide within the funds available under
the program.

Senator Gore.
Senator GouR. No questions.
The CHAIRMAN. Thank you very much, sir.
Mr. ENsIo. Thank you, sir. I appreciated the opportunity.
(Pursuant, to the above discussion the following information was

received by the committee:)
BlUEG Caoas AssootATIoN,

Ohicago, Ill., September 7, 1967.
lion. Ruaar. B. Loma,
Ohairman, committee on Finance,
U.N. sentte,
New Nonage Offco Builditty,
IVa.shtiglon, D.O.

DrA M& On iaAN: During my appearance before your committee on August
31, 1067, you requested tbht we submit an analysis of the differences between
our assumptions and co.t data relating to projected hospital costs for 167 and
1968, and those of the American Hospital Association. Subsequent to this re-
quest, a member of our staff, Mr. Joseph Nagelchwldt, received a request from
Mr. Constantine asking that we have this information In your committee's
hands no later than ilday, September 8. In order for us to be responsive'to
this deadline, we have attached to this letter a copy of the Issue of Ble Oroa
Reports dated May-June, 19067, titled "Hospital Cost Trends." This document
contains a full exploration of short-term general hospital cost trends to 1070,
and contains a detailed description of the assumptions used in projecting these
cost trends.

(The docume referred to teas made a part of the offilal file. of the -com-mittee.)Also, we have attached a brief recap of those assumptions.

In addition, we have attached a summarization of the American Hospital As-
sociation cost estimates and assumptions contained in an AHA staff memo
dated November 17, 1080, which will demonstrate the differences In assumptions
made concerning hOspital costs and their trends for a two-year period from Octo-
ber 1,196 to September 80,1967.

, We trust that this information Will be of ure to youi committee In its delibera.
tions. it should be noted, however, that the cost data In making thewe projections
and the projections themselves relate not to "Medicare hospital costs" but to
short-term general hospital costs for the total U.S. population. I

We ghoI4 als report to you that a similar analysis of hospital costs will be
undertaken bVy our research staff during the month of November, sO that our
trend lines and cost projemtlone way be. appropriately adjusted with the most
recent data available.p t .

Again, sir, we appreciated the opportunity to present, our couments an, 4ug-
geston's cncerning HR. 128Q to yoQ aid metnberai '6f our coniifttee.W be-
liev'ethat ou sthgestIn A:W6tld add onsderMbly to the simplification of the
Medicare Program for beneifcaries, providers! of care, intermediaries, earrler,
federal agencies, and the public in general. - . 1

Sincerely yours., ie l- JAMza M. lmaam, Vic PreilWt.
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BASIS rOB ASSUMPTIONS US=Z By BLUE Caose ASSOCIATION IN PROJOTINO

11OSITA. COST TUNDB

Population: Population projection usd was thAt prepared by the Department
of Commerce, Bureau of the Census, Series [P-20, No. 8"20, March 10, 1M0. The
Series B projection results in the popuatoun estimate of 207,127,000 by 1970.

UTIL IZATION

Admisslon Kate: The project ted admission rate for 1070 of 147.7 annual ad-
milssons ier 1,000 population was based on the 10154-.0(M5 trend for short-term
general hospitals. ("Gulde Issue" llospitals Magazine)

Length of Stay: The 1970 projected length of stay Is assumed to be the same
as that experienced by short-term general hospitals In 195. ("Uulde Issue"
liospltals MAgazine)

Days per 1,000 Popolatlon: 'The projected 1070 days per 1,000 population of
1,128 Is the product of the projected admission rate and length of stay.

II0SPITAI COST PER DAY

Blue Vross Icporls, Vol. 5, No. 2, May-June, 1087 presented a series of these
projections. Four of six were long-term projections primarily designed to predict
hospital costa by 1070. They are based upon trends using the following base
periods:

1. 1050-.196
2. 1900-1008
& 1961-1065
4. 1901-1060
The other two projections addressed themselves to the recent changes In hos-

pital costs. These two projections assumed the increases after 1907 would tend
to follow the 1061-1065, 19I0-105 trends. The additional assumptions were that:

1. Nurses would get general increase to the magnitude of 20%.
2. That other nurAing personnel would get increases of 13%.
& And that all other personnel would get salary Increases of 10%.

This increase would be In addition to the normal trend in hospital cohts.

e1CIRPT& FROM AN AMERICAN HOSPITAL ASSocIATION STAFF MEMO DATED
NovxuEDICR 17, 1060

The following assumptions were used in a hospital cost projection made by
the American Ho.Apltal Association

1. Nurses salaries Increased 30 per cent from October 1905 to September
1907.

2. Other salaries increased 25 per cent from October 1005 to September1907,
3. Other expenses Increased 11 per cent from October 1, 1000 to September

80, 1907.
4. Full time equivalent employees Increased 5.1 per cent from Octo)er l,

1000 to September 30, 1007.
(5. Average daily census Increased 3.4 per cent from October 1, 1000 to

September 30, 1007.
Bailed upon these amumptloni, the attached schedule will show that total

expentie per patient day Intcrea' d 0.8 per cent for. the period October 1, 1005 to
September 80, 100 and we anticipate it will Increase M.0 per cent by September
30, 1007. For the two year period from October 1,1005 to September 80, 1067 the
total expenbe per patient day would Increase 80.2 per cent Ite attached table
will show detail figures.

FORECAST Y~er
SpU,14 30,
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rtlta st ........................ ,.. -|R
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..................................... ___............
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The CHA R AN. The next witness is Mr. Mitchell Ginsberg, Chair.
man, Division on Social Policy and Action of the National Association
of Social Workers, and Commissioner of Welfare of New York City.

Mr. Ginsberg, we hope that you can summarize your statement to us
in 10 minutes, We can read It faster than you can rea It aloud to us;
then let us ask some questions based on the points that you want to
highlight.

STATEMENT OF MITOEL I. GINSBERG, 0CAIBMAN, DIVISION ON
SOIAL POLICY AND ACTION, NATIONAL ASOCIT1ON OF SOCIAL
WORKERS. ACCOMPANIED BY DR. DANIEL THURSZ, CHAIRMAN,
COMMISSION ON SOCIAL ACTION, NATIONAL ASSOCIATION OF
SOCIAL WORKERS

Mr. GINsmm. We will certainly try to do that, Mr. Chairman.
The CHAnmAN. We will print the entire statement in the record.
Mr. GIa.mo. I am Mitchell Ginsberg,' the chairman of the Divi.

sion on Social Policy and Action of the National Association of Social
Workers, and I am commissioner of the Department of Social Services
of the city of New York.

With me is Dr. Daniel Thursz, who is chairman of our association's
Commission on Social Action, and dean of the School of Social Work
at the University of Maryland.

I think, as you know, our association is an organization with about
50,000 members who work in every State of the Union, and with every
aspect of the social security law.

lam going to ask Dr. Thursz to talk briefly, with your permission,
on the social security, social work education aspects of the bill; then I
would like to comment briefly on the public and child Welfare and
medicaid problem.

Dr. Triasz. Mr. Chairman, I will try to limit my comments to a
brief discussion of title 2 of the social security part of the bill, a com-
ment about medicare, and then a comment about social work legisla-
tion and I hope'to get through in a couple of minutes.

Mr. Chairman, we believe in the National Association of Social
Workers that title 2 the social security part of the bill is the keystone
of any program to eliminate the poverty of over 30 million Americanstodd.

believe that welfare rolls must be reduced, and that eventually
welfare must become a minimum emergency-type of program or, as
the Vice President has put it, a disaster relief program, and these are
the goals to which we have added d oilrselves.
I Now, today there are a million persons who are covered by social

security with payments so inadequate that they must turn to welfare
departments, plead total poverty, claim to be destitute, and then they
will receive support through two arms of the Government.

One arm is that which has been developed under social security,
which provides a safe, efficient, low-cost, dignified way of helping sen-
ior Amiericans live their years in retirement,, and the other arm the
welfare system, provides help only as a person accepts a means test;
it requires a pauper's 0ath It requires investigations, and at enormous
administiative costs when compared to social security.
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We believe that it is patently; I was going to say absurd, for one
government to use two bureaucracies to provide what eventually
turned out to be inadequate support for a senior citizen.

Therefore, we feel that one of the steps that can be taken and that
ought to be taken by this Congress is the enlargement, the broaden-
ing, of the social security part of the bill, to raise social security bene.
fits, so that at least a million persons can be removed from welfare
rolls;, and several million persons can be removed from that poverty
population of 30 million we have been talking about.

Now, the administration bill, Mr. Chairman, would have removed
about 2 million people from the ranks of the poor to an increase in
social security benefits.

The House bill reduces that number to much less than half, only
about 800 000 We recommend that the bill be broadened to give an
average of 50-percent increase in benefits, and that you raise the mini-
mums to $100 for a single individual and to $150 per couple.

This is not luxury, but this would permit persons to at least survive
without having to go on welfare rolls.

We recommend that the revenue for such an increase-well within
the capacity of our Nation, be obtained from general revenues, and by
increasing the wage base over the next several years to $15,000, per-
mitting future retirees to obtain a higher level of benefits.

The use of general revenues for social security has been consistently
recommended by experts since the creation of the social security
system.

On the second item, the item of medicare, we support the adminis-
tration's proposal to provide medicare to the disabled which was
denied by the House.

Trhe Congress has already recognized that the disabled, the victims of
disaster, of occupational accidents, of genetic accidents, have dim
prospects for entering the labor force, and need to be helped to secure
a dignified life. This is why the Congress saw to it that they were
granted social security benefits.For the same reason, they ought to be granted additional protections
of hospital and doctor coverage.

The association believes that the health coverage ought to be ex-
tended to all OSDI beneficiaries, including the primary beneficiary,
his dependents and survivors, and the spouses of retired workers at
any am

And finally, Mr. Chairman, I wish to comment on that part of the
bill that provides some aid to social worker education.

We endorse strongly this part of the bill, but urge that the annual
ceiling of $5 million imposed by the House be eliminated except for
the first year. We are spending more than $15 billion a year on a variety
of public assistance public child welfare and Voluntary welfare agency
programs, and we have never had sufficiently trained staff to handle
thea pro rans.

In tiddftion today, trained personnel are being eagerly sought by new
progranis, private industry, etcetera.

Mr. Chairman, I submit that no proam can be successful, no matter
how well designed, unless it is mann=1 by persons who have skills, who
identify with thi public good, who. undertand and can use~ them-
selves to help people can cpe with the demands of the jobs, and can
provide eficient admiistration.
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We know very well, based on all of our. experience i that we need
better equipped personnel, and this part of the bill is a small but
significant step in the right direction.

Thank you, Mr. Chairman..
Mr. GINsBm. Mr. Chairman, I would like to comment on public

welfare, child welfare, and medicaid.
Our association shares the concern that-you and the House and all

others, I think, now have about the public welfare program and the
way it is working.

The evidence is quite clear there are very serious limitations. Money
standards are low and uneven. Too much dependency has been encour.
aged byi constant investigation; too often the great portion of the
worker s time is spent on forms on investigations, and he is prevented
thereby from giving the kind oi assistance that he is supposedly on the
job for.

We all know the goals of providing a minimum standard of living
and opportunity. for self-support, have not even been reasonably
achieved. The evidence is overwhelming, and yet what does that bill
do? Many features of the House bill simply continue these methods,
and even go further in the same direction.

There are some positive features in the bill, the day care, the home-
maker service, and so forth. But we believe that they will not work
because the overwhelming intent of the bill is in the opposite direction,
and the experience is very clear that this kind of coercion and compul-
sion simply defeats even good provisions.

What will be the result of thisI Even if the freeze were to work, and
we believe it will not, do you intend to penalize the children who are
going to be cut off welfare? The children, of course, have no responsi-
ility for the fact, that they are in that situation and it would require

far more foster homes than are currently available-many times as
expensive as the care of the child in his own home-and you would be
shifting economic burden from the Federal Government to the States
and localities, which would have to find some way of providing assist-
ance, because nobody would be in favor of allowing these people to
starve.

The quota that has been set up is harsh"and punitive. If the positive
provisions of this bill would work, there is no need for a quota. If it
does not work, what are we doing but penalizing the children and
shifting the burden from the unit of government most able to bear the
costs1 to the unit least able.

With respect to the AFDC problem-unemployed fathers-this'
legislation was designed some years ago to remedy a major defect in
the whole public'welfare system, which would be the objective of
strengthening family life, which actually forced fathers to desert
their families so that the mothers and their kids could get 'someassistance . . ... : ; , :...., '. - , .:fI. ,

The enactment of this provision was'a step forward, although fortu
natoly It was not made mandatory. The approach of H.R. 1280Qto the
families of unemployed fathers penalizes a sibstantial group.We esti-.
mate in New Yoik City alone that up to half the groupthat is ow
receiving assistance under this 6ategory_ would be forced out of the'
category and they would face, again the fathers would: f the. altr.'
native o staying home and preventing tIeir family from- getting asw.
sistance, or deserting their family so they could get, ome Oupport.
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With respect to community support aid training programs, we be-
lieve emphasis on work and training is a very sound one, but much
more can be done than has been done up to now.

The experience over the years is overwhelming that you cannot do
this in an atmosphere of compulsion. You cannot say to a mother
"You will have to go to work," and then expect that these kinds o1
programs will work. It just has not worked in the past and there'is
not the faintest indication that it will work in the future.

The notion that guidelines-to be developed by HEW will prevent
abuse simply does not add up. What it does do is provide discretion to
each individual worker in each community and in each agency, and will
undoubtedly, in our judgment, lead to a whole variety of abu.es'

Senator Gore mentioned the fact that people opposed to compulsion
very generally opposed the notion of full employment. That is not true
in our case at all. While we are strongly opposed to the compulsion fea-
ture we support wholeheartedly the notion of full employment, and
would, indeed, go beyond that and would support the notion of gua'.-
anteed employment, where the Government is the employer of lat
resort, and that there should even be a subsidy of industry for those
people who are not productive at this stage of the game.

We do favor, as originally suggested by the administration, the as.
signment to the Department of Tiabor of the responsibility for running
these programs HEW should be in a support position and should be in
position to help, and its experience should be drawn upon, but 'we
should have one department to work on it, and we believe that the De-
partment of Labor is the logical one.

We support the notion of employment incentive that is in this bill.
We think it is a step forward toward the notion of getting away from
what actually at the present time is a 100-percent tax on the welfare
recipient who finds employment.

But we must say that the bill's proposal of a $30-a-month incentive,
plus one-third of income above that simply is inadequate, and we very
much fear going in that direction will not produce any productive re-
stilts. This is a concept which well-deserves to be tested and tried out
and will in our judgment work if given a fair chance at an adequate
level.

We support strongly the OEO's position of $85 per month plus one-
half on income above that. Tomorrow will be beginning in New York
City an experiment which exempts the first $85 per month, and then 30
percent of the rest of the family income.

We support the notion of Federal support fbr child welfare. We
think it is important to assist all children. The bill's provisions for day
care, homemaker services, and foster care are real step " forward to-
gether' with substantially increased Federal support. This is long
overdue.

We would urge that the bill not go In the direction of requiring that
serve ic6and income maintenance be kept together. The notion ofsepa-
rMting these two out is long overdue, And the fact is that HEW has jut
iith last week or s6 rd6rganlzed its facilities and its cti'ucire in Order
to maklethat possible.'

Yet this bill moves in just the opposite direction of the new admin-
istation of that orgaizaton.

With ipect to mdicaid, the ceilings that re sugested -here will
penalize the States that provide the most and the m-teoMprehehsive
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programs. IIL the case of the State of New York, for a family of four,
it reduces the eligibility level from $6,000 to $3,900, well below what
the State's program was even before medicaid came into effect. We
have built up certain expectations in people and now we are saying
"You are not eligible for this program." They have had the program
for a year, and now we are saying to them, "After having a year of
this care we are going to take it away from you."

Let me just close by saying that overwhelmingly, aside from the
questions of morals and humanitarian factors, and so forth, we think
that you have to take into consideration that, in our judgment, this
program will simply not work.

For 30 years we have gone down this route of feeling that by adding
compulsion and adding-investigations, and so forth, we would some-
how solve the problem. It has not worked in the past and it is not likely
to work any better in the fIture

We would urge support aid adoption of the positive. features ii
this kind of bill, such as the child welfare, the day care, the homemaker.

We would urge the improvement, of the incentive program. We
would urge that you consider restoration of some propsls that were
suggested by the administration but not included, such as the require-
ment that States meet at least their own definition of needs. We would
strongly urge the elimination of some of those that we feel are coercive,
harsh, and self-defeating, such as the fxeze and the compulsory
features

For too long, it seems to me, Mr. Chairman, and to our association,
we have thought of programs designed to meet conditions of 30 years
ago. These conditions have changed very drastically. We ought to belooking forward to programs like guaranteed employment, like some
form of children's allowance, like a drastic revision and reduction of
the ublio assistance program and a significant expansion of public
social services.

We ought to be thinking in those terms rather than, by and large
restrictive approaches. Pulie welfare has not done itv job over 30
years for reasons not inherent in the people who have staifed it, but it
goes beyond that.

Any other business-and public welfare is a big husiness-which
has had a record of 30 years of lack of success would certainly consider
what could be done to change it, rather than to go on doing more of the
same,,, and that is the direction we would urge that the Senate move.
T hank you.

The. CHAIRMAN. Let me just submit the problem to you because I
think I understand what. the House is trying to do with the bill. I am
not sure that. I will vote to keep it the way they sent it to us, but at the
same time, I think I understand what the objecive of lie House is in
this area.

You are aware of the success of the unemployment insurance pro-
gram in getting people back to work who, let us say, have been dis.
p laced from ,. Job becuse they are no longer needed, that skill is no
longer needed, but when some job opens up and becomes available to

them they either take the job or they lose the unemployment insurance

Now, do you find some sympathy for the House position that that
same general .philosophy ouglt to apply in areas, where fathers and
others find it necessary t6 pay taxes to support someone else's chil-
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dren where those people could work but simply prefer to live on wel-
fare payments?

Do you find some sympathy with the House feeling that well, they
doubt that the effort is really being made to encourage people to gain
productive employment. They think we ought to provide more help
to help look after those children in day-care centers while those people
are working, and simply in -an effort-that is what they moan by that
"freeze"--to press the administrators and the State governments to
really make the present law effective,

You are aware of the fact that the law presently requires that these
people on welfare accept employment in appropriate cases where there
is work that they can do, that they accept employment?

Mr. GINSBERO. Mr. Chairman, let me say on several aspects of it,
we support wholeheartedly the provisions on day care, and so forth.
We think they are essential and no program will work without them.

We are also very much aware that the present law requires, under
certain safeguards, fathers to accept employment where it is available
and appropriate. The law does not require that mothers should accept
such employment. In fact, the whole notion of the ADO program was
that in a sense the mothers were encouraged under that program to
stay home and take care of their children.

Happen to think, Mr. Chairman, that was overdone. I think there
are many mothers who want to, and can, find employment if they are
given training, and so forth, but there is a difference between giving
them an opportunity and training for employment, and forcing the
mother to work.

The CHAIRMAN. Let me say, the law says, "Parent." It makes no
distinction between mothers and fathers. Where is that language? It
says--the title is "Dependent Children of Unemployed Parent." And
it requires that there be provision in the State plans for denying aid
to families with dependent children to any such child or relative if and
for as long as the unemployed parents-it does not say "father," the
word "parents" obviously means to include the mother-"refuses with-
out good cause to undergo any such retraining."

Now, there is an affirmative provision that these people should not,-
and that is the existing law--should not be receiving this assistance if
they can do something.

Here is the administration's proposal sent down by the administra-
tion, and you were in support of this when -it came down. It says that
"such aid will not be denid by reason of such referral or by reason of
the refusal of such individual to perform any such work if he has good
cause for such refusal." That is just saying the same thing the other
way around, by saying that if they do not have a good ground to refuse
such work that they would be denied these benefits.

Now, doesn't that amount to an affirmative provision in both the
existing law and the administration bill, which was supported by the
departments, to the effect that if there is work available to these
mothers that they should either teke the training, take the work, or
they should not be given the welfare payments •

Mr. GINarsiso. No; I think not, Mr. Chairman. I think along with
the wording of those specific provisions, one has to look at what was
the intent ol Congress When they-passed the other bill and when they
considered this one. I think if you examine that, the intent under

88-281 O-----pt. 2-14
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the ADO program, to the extent, as I say, beyond what I would have
gone, was to make it possible for mothers to stay home. As I said we
have gone too far in that direction.

If you study the discussion that went on in the committee on this
particular bill you will find that the intent could not be more crystal
clear, which is to require, to force mothers, fathers, and I think
children as I recall, of 16, to go to work. Those are two quite different
approaches to this particular-kind of problem, and again I think you
have to look at not only what it says, but what is going to happen,
what is going to be the effect of this bill.

I would simply suggest to you that this kind of approach, which
we think is completely inappropriate on humanitarian and humane
grounds, is also not going to work.
. The CHAmRmAN. May I say to you, sir, that I am well aware of a

number of cases-and I won't embarass the people by calling their
names, although they are very fine people--of mothers who experi-
enced the loss of the breadwinner of the family. Some of them were
workin$ prior to that time, and some of them had never worked
before in their lives in any type of employment outside their own
home. Those mothers went to work and earned substantial income and
provided opportunities for those children. ,

I know of cases where some of those children have become •outstand-
ing lawyers,- outstanding newspaper reporters, writers, professional
people in other categories, and I would just submit that it does not
seem quite fair that those type mothers would have to pay taxes for
those who just prefer to lay at home and cash welfare checks and fill
up the whole house With more children rather than go to work.

Now, how can you justify taxing the mothers who actually go out
and provide an inspiration and an incentive, and a much higher
standard of living for their children, to pay for those who have jobs
available to them to go to work but prefer just to stay there at home
and produce more children?

Mi. GiN uGs . Mr. Chairman, I do not Justify that 'for a moment
and, of course, there are thousands of mothers who do as you say, and
there are thousands and thousands of mothers who would be glad to
do this if they had the opportunityt- if there were the employment
and training, and if there were also places to take care of. their
children.

Our experience in our city demonstrates that again and again, and
we want them to have every opportunity. But I weald say again there
is a difference between those ladies you are talking about,- and I doubt.
very much they took that because somebody stood over them and said,
"You have to take it."-

They took it because they realized it is a better way of life for them
and their children.

I might suggest, if my colleague and I are incorrect here, that the
wording you are reading, given to you by a member of the staff,- did
not come from the ADO legislation, but from AFDC-UP which is
quite different, because if you-look at the wording of ADO, the, ADO
program it talks a good deal about strengthening family life and mnik-
ingWtpossible for the mother to stay in the home.

The HAIRMAIC The law refers to unemployed parents.
Mr. Gnrksoma. But that is a different provision in the law. "
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The Cxunwz;. The House bill makes reference to unemployed
fathers. . . I , - ,

Mr. GNs8B=G. I think you will find if you look at---
The CHAIRMAN. But the unemployed father provisions you are

talking about in the law, it says, "unemployed parents." It makes no
distinction. , - I ,I

Mr. GINswwo. Yes.But--- I . .. . . .
The CHAmMAN, May I say also I know of some of the frustrating

experiences which you refer to-I, made reference to it. previously
during these hearings-of trying to gain some support from a father
who really, from the morality point of view, just is not worth the
powder it takes to blow him up, He has children,,,he owes support
for those children, he leaves town, oven: leaves the State, rather than
contributing to the support of those children.

But I am going to tell you that, as a lawyer who has tried to pur-
sue some of those people across State boundaries with legal process,
and knowing the frustrations of a younjglawyer, perhaps at the'Fed-
eral level, wecan ind some ways to gain support for that mother of
his children. , I . I - . ., 1 . " ,Wouldn't it seem to you that if that man is making $4 or $5 an hour
somewhere, we ought to find some way to reach hn, even if it takes
the long arm of the Federal law; to: reach him, rather than tax some-
one who is supporting his own children to support this child if that
fellow takes off forthe tall timber ? .
.Mr. Giwssmo. Absolutely If you did not find him,, we would not

want -to penalize the mother and the children if you did not find him.
And that is what this proposed law orbill does.

The CHAmxAN. It seems to me it is fair to ask the mother to co-
operate in seeking support for those children from a father who owes it.
,My understaning is that this House bill does not provide that the

aid be cut off from die children, but only to the extent that mothers or
others decline to take advantage of the opportunities available to them.
, Dr. TH sz. Senator Long,Ithink the basioposition of our associa-

tion is that some value must be given) at leas:the possibility of value of
having a mother devote herself tothe ta4k of brifning up her children
at home; that there are mothers who need to go to work and will go towork if they, are provided the opportunity for training and the oppor-
tunity for employment...

But the act initially was designed, if I may quote from section 4A1;
'For the' purpose of encouraging the care oi dependent children In their own

homes and In the homes of relatives by enabling each State to furnish financial
assistance *,* *
,And. so on and so foith -
,W think the purpose of the aid to dependent children in 1935 is still

valid today; namely to aff6rdto mothers a choice,a choice based on all
the-counseling'and all the help she can get, but a choice between decid,.
ing .to devote herself to6 the tipbringing, of her children at home or a
ohic6--provided adequate day careIs available, as this bill'propose,
andgotdwork ,.

Ouir objection' is to a situation where the choice disappears, and when
they ean only be woerced OYfu must go to work,' becausit seems to me
that those who eieated Le Social Se&urity'Act were fully awsAe of the
value of a mother's deVotion to brmiging up her own,]4ild tnand trY
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Ing to break the cycle of poverty by the sort. of home that makes it pos.
sible for children to grow up as res onsiblo citizens.

We are not ready to give this up yet.
The ChAIRMAN. If you will just pernit me to sAy it, I happened to

write the welfare program of Louisiana , and in sonio rcspets ours have
been more liberal than yours, at least in some areas. Maybe the pay-
ments were not as high, but the qualifications w .er easier to get it.

It seems to me that we have gone far In providing money to assist
people who could show some need of it, and we have been liberaI with It.

11owever, we have also desired that people should work and h01p
themselves whore they can. The idea helres to 1hlp people who, through
no fault of their own, require assistance.

Now, I am trying to say that 1 gain the impression that we have
called upon our welfare administrators to dispense aid and provide
assistance to these people and we really have not. placed any great em-
phasis on trying to see to it. that every effort, was made to make thesepeople independent of a requirement of State support..

Now) I ay that. as one who helped put. our program into effect. When
we started out with our aged program in Louisiana, we were trying
to get everybody on there, just trying to find ways to bypass these
Federal requirements if we could, and that. is one reason why we have
a higher percentage of aged people drawing assistance now than any
other State.

We actually started out with the hope, in fact, back in the time
when we did not have as many aged people as we have now, we tried
to get them all on, and we went to a needs requirements because the
Federal law forced us to. We tried it the other way around but being
such a tremendous cost we could not. do it. with State funds.

In all these cities you have got pae after page of help-wanted
ads for people who have jobs available; all sorts of people tell me,
young people say, that they really cannot, afford to hire anyone to
do domestic work in their homes for them. The cost. is too great, and
they cannot find the people if they tried to get occasional work in
their homes. That is just. one example.

There are lots of jobs'available, and it. just. seems to me that what
the House Is trying to say is that they mean business, and that we ought
to see to it hiow that we insist on providing care for the children while
parents work, and if the parents can work they ought to work.

You have a lot of them who cannot work, and we have, too. But
I view this as a case of the House saying that, every effort should be
made to put these people to work where they can work, and to care
for those children. I would not. be surprised to find that In many in.
stances those chldren would be better cared for and learn more in
some of these day care centers than they would in some homes. . '

Now, with regard to these absentee fathers, it occurs to this Sen.
ator that there is another area where, perhaps, we ought to do more,

For a great many years, a great number of yearsthe Departm ent
of Health, Education, and Welfare would know where that father
was and would not provide that information so that legal- process
could be filed against that man to provide for his children._ Now thev
are willing to cooperate. Maybe we could go a step beyond that and
do something even more effective to require the fathers to do some-
thing to help support their children.

M3
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Mr. (N]siuo. May I -ay, Mr. Chainnan, the issue is not whether
parents, others particularly, because that is the great bulk--we
have some 700,000 people on welfare in New York Cityj and 21,000 of
fltem are adult. mides, lalf of them functionally illitent, so you are
talking here in the big cities, particularly of te mothers. The issue
is not to encourage thon to work, the issue is whether the children
would be better of

I think overwhelmingly they would probably be better off. But the
issue is, how am you going to achieve this objectve by forcing the
mother saying, "Go to work or we will take the money away."

But I say, Mr. Chairman, it is not going to work, and a year from
now, or 2 years from now, or whenever this committee will be con-
sidering the legislation, you will be back here with a bigger problem
than you had before, be use it is true there are some jb. available,
but they are generally the less attractive jobs in the community.

When you say to a person, "You have to go out and take that job
regardless of what It is, and when you take that job we are go' i to
submit you to 100 percent taz on your earnings,"'because that is wat
the law, requires, 100 percent tax, and when they do not do it, then
we say there is something the matter with them; I would suggest to
you that the thing that is the matter is primarily the regulations, the
laws, and the way they have been carri6d out, rather than the people
who are affected by it.

The CHAIRMAN. Well, the House bill has an earnings exemption in
it, and maybe we ought to go beyond what they provide.

Dr. THRvSz. We support that part of the bil.
Mr. G(suxtMo. Yes. We think the idea is a good one, but we ought

to o beyond it. amnmet Do,
The CIAIRMN. I offerdamendinents myself, and Senator Douglas

has offered amendments, to permit people who are drawing public
assistance to eani a certain amount of money and keep that, and the
House now, having found it difficult to get them to enact any of it,
are now sending us a bill which goes beyond what the law presently
provides. I . ... I , ... .

Someone told me that that House bill in that respect Is baed cn
New York law, by the way.

Mr. Gizmumo. Well, Mr. Chairman, all I can say is we dohave a
program going into effect tomorrow, literally September 1, In New
Yort City, which for this s$ame group provides an exemption of the
first $85 a month, and then 30 percent of the rest up to a family income
of $4,890. It may not be the best figure, but we worked It up, and we
think it is much better than the one ptiovided in the House.

The COnA AN. May I say, when I sat on the Committee on For.
egn Relations over a great number of yars, I kept insisting that we
should not be giving anybody anything. If those. people were capable
of doins it for themselves, we should-not be making a grant if a loan
would 4o the job. Apd there ,s 0o ont h e m a loa if by

sould not be doing any of tif free enterprise would do t for .ou
If you would simply protect their inr t nt when they did and,
must eay wasA ver- fr4strotod over'o, gret4 humber of. y e r tirnto advocate those principles. " - '-" - i,"""'"
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But-I am happy to 8ay that they seem to have caught on now, and
the majority of the committee comes out now with bills proposing
about that sort of approach.

I think we have a much better program because we have adopted
those concepts, and I would hope that within this area that we
could be thinking in certain simple terms, one of them being that
everybody ought to be encouraged to develop his full potential and
that we ought to try to get them to do something rather than doing
nothing when we are paying them public money. We ought to try to
put them in the most constructive job we can put them in.

I was in the Navy operating a little amphibious craft. I am not
sure we were real Navy at all, some called us the Hooligan Navy or
som6 such thing as that. It was generally regarded that if a fellow on
those small ships-they would not expect a man working on that ship
or fighting on that ship to do anything that that officer would not do,
and in many cases the officer would go and do some of the most un-
pleasant tasks, sometimes to the extent of even being embarrassed about
the thing. For instance putting on dungarees, and getting out there
and painting, and have some other officer come up and start ordering
him around.,

But the concept that -I believe the House is working toward is
something I think would be very constructive.

There are a great number of people drawing public assistance who
could be doing something more, andwe ought to be affirmatively
moving those people to doing the best things that we can put them to,
even if that is nothing more than helping to get rid of the rats, or to
get the garbage out-of the place. It is still better than leaving the rats
around and having the place smelling.

It would be better, as I see it, to have some in-between status where
we are, in effect, subsidizing someone to take a marginal job than it
would be to simply have that person just 100 percent on public
assistance.

Mr. GiNsB.RG. Absolutely. That is why, Mr. Chairman, if I may
say again, w have urged this guaranteed employment which we thin
will do the thing that; you are saying, and if necessary, subsidizing
private industry until the person becomes fully productive.

We just think that is a sounder way of achieving the very thing you
are talking about.

The CHAnmiAw. Thank you very much. I will study this statement
in detail.

Mr. Ginsmo. Thank you.
(The prepared statements of Dr. Thursz and Mr. Ginsberg follow,:)

PRPARED 6TArMIENT OF DB. DANIEL THIUBZ

As Mr. Ginsberg Indicated, our Association conelders Title II--OASDI of the
Social Security Act--a keystone in any, program to provide a floor of income for
Americans and to eliminate the poverty of over 30 million AmereIcanj.,We wel-
come, therefore, the 6pportuntty to presentto the Senate Finance Coi ipittee Wht
we believe dre the basic elements of such aj0ogrAkn. Whl1e the Houdo-a'" bll-
HR. 1208-oedprovide the largest single cash benefit Increase in the-:history
of the leg~i*ation,.It is our conviction that this increase i decidedly Insuflicient.
The HoUSe bill for example, will remove onlyabout 800,000 from poverty In con-
trast "to'the Admlnistration'i more generous proposal which would affect about
2,000.000 people.

940



SOCIAL SECURITY AMENDMENTS OF 1967 941

Our aooafation's portion o4n 0om a88uvmcO
In April of this year, our Delegate Assembly,- the top governing body of otu

Association, representing our membership frow all over the United State
adopted a policy statement on income maintenance which urged the implemeron-
tation of programs "that would insure Income as a matter of right in amounts
sufficient to maintain all persona throughout the nation at a uniformly ade-
quate level of living." But, we went further than this, and with aid of extensive
consultation with experts in and out of the government In a thorough discus-
sion of these matters, outlined the following broad objectives which include:

Pir#,, we hold firmly that work will continue to constitute the major source
of Income for most American families in the forseeable future. We believe It
essential that a job be available for everybody willing and able to work. In this
pattern we see the government as a pro ider of employment for those individuals
zor whom there are no opportunities In the private areas. These jobs, whether
available through private eTort or government, should pay adequate wages. Our
first' position, therefore, ift for an adequate assured income through assured
employment.

Second, for the retired, the disabled, and for children of the deceased bread-
winner, we want adequate social insurance benefits and provisions for health
care.

Th!rd, for those persons not in the labor force or those whose work experience
is so Insubstantial as not to enable them to qualify for adequate socMal insurance
benefits, we believe consideration needs to be given to programs that provide in-
come as a matter of right through devices such as a federally administered sys-
tem of family allowances or negative Income tax.

In this connection, we note with interest that the President in his 19067 co-
nomic Report recommended the appointment of a Presidential Commission to
study "the many proposals that have been put forward (for guaranteeing in-
come), reviewing their merits and disadvantages and reporting In two years,
to mend to the American people.

Pourth, regardless'of how well the above income prodding systems may work,
a public assistance ptogram-much diminished undoubtedly from today's pro-
gram-based on Federally enforceable minimum standards and with need the
sd1e criterion for eligibility, will be needed as the Ultimate guarantor againstdfprlvatlon. ... " " . "-

HvkA-r mi nimums ax4 an average 50%. beneft itmveae are r~eq d for" soia
security to lulfll its role.

-If we are to' remove people from poverty, eliminate the necessity for over a
million OASDI beneficiaries to receive supplementary: Old Age Assistance and
shrink our welfare rolls to I minimum emergency type of program, to what the
Vice President Hubert Humphrey called "disaster relief", the House blil--;H.R.
12030-and the Administration's original ,proposal-ELRl 6710-make oily a
modest beginning.

Under the House bill'and the Administration's proposal a large number of
beneficiaries, dependent primarily upon their Social Security benefits, will still
be receiving benefits which place them below the poverty line at established by
the Social Security Administration and other analysts-41,540 per year for an
Individual living alone, $1,850 for an aged couple, $180 for a family of four.
We understand that these statistical measures ot poverty.,a based on what
Is absolutely needed for minimum nutrition for'.a iem Poa eio 0 l Although
theA mAIhum amountji to h Mch e ., Ike .mi t , 'eligible 'hi the uture
wil o aboVe the present poverty fioor, average Will be below. the
poverty floor in most cases.. We are hot i3gestlng at' " whit sould'be
an adequate level b i We are rtaln thlit it mbst bbe ave t poverty l4y i
and take intocouit Rtes n ,th- cost o ilnu; rVengw and ot .fusible
le0ej ii well- ' o'gnlt that w8 u,Aatedli Mte ', lyc Seuit
with*a very uad4 eqate ilfelt base' Au hvj
up genrally with". a 4he lnr Q et tofilvi4 n)-' ':t "upth .J..a.

Sop"Mi~o iit . tbo b~'Ic_ tWl oefu~non nuc~

# n l a~a 1z ea in' W dd-al 8ert

moth'f~ ' islelnlldua lvig ~oeamllimof$8 mioiqth for a
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couple and an average increase of 50% for all those above the minimum, We
believe we can afford this goal and note that practically every other Industrial
country including our neighbor to the North-Canada--devotes a larger share
of its national income to social security purposes than we do.

To achieve this goal, and we are convinced it is urgent that we do so, a con.
tribution from the general revenues will be required, particularly for persons
already retired and who should be receiving benefits, or if they are already
receiving benefits, should be receiving increased benefits As you are aware, I am
sure, the Committee on Economic Security which developed the Social Security
Act 83 years ago in 1934 made such a recommendation and most of the Social
Security Advisory Councils since that time have likewise recommended the use
of general revenues. More recently, two governmental advisory bodies have made
amilar recommendations. The Advisory Council on Public Welfare established
by the Ways and Means Committee In the 192 Public Welfare Amendmenti
and on which several members of the National Association of Social Workers
served, after noting that "unless social insurance benefits are substantially
Increased, a much larger proportion of social insurance beneficiaries will require
public assistance to meet their needs" then stated that "consideration must be
given to a substantial contribution from the general revenues".

The National Commission on Technology, Automation and Economic Progress,
composed of representatives of business, labor and the public generally, in its
February 1966 Report to the President and the Congress after noting "that a
better Integrated and comprehensive system of social insurance and income
maintenance is both necessary and feasible at this stage in our history," recom.
mended that "Congress undertake a detailed review of the entire system including
both its coverage and financing. There is danger, in our view, that reliance on
a narrow payroll tax base makes the system more and more regressive as Incomes
rise and other taxes are reduced."
Increase otn be financed through general revenues and an updated wage base

As we indicated, we believe the average 50% increase we propose can be
financed out of general revenues for those already retired-at a present cost of
about $3 billion a year-and increasing the wage base over the next several
years to $15,000 permitting future retirees to attain a higher level of benefits
by having an increasing portion of their wages subject to the Social Security
tax. This would enable persons in the higher income brackets to provide more
adequately for their retirement and at the same time assist in strengthening the
financing aspects of the system.

We see this tri-partite system of social security moving toward a pattern of
financing that would provide one-third of the income from payroll taxes on the
individual, one-third on the employer and one-third from the general revenues.

While not citing specific figures, the 1965 Report of the Advisory Council
on Social Security noted as the aim of an Increase in the taxable limit the
following:

'The maximum amount of annual earnings taxable and creditable toward
benefits needs to be substantially Increared to maintain the wage-related
character of the benefits, to restore a broader financial base of the program
and to apportion the cost of the system among low-paid and high-paid work-
ers in the most desirable way."

Pro vision of medicare for the disabled
We support the Alnlinlstration proposal for providing Medicare to the Dis-

abled which was denied by the House. We see no good reason why. these In-
dividuals, whose prospects of entering the labor force, on the average Is little
better than the aged and who are generally in a low income category, should
not b granted the additional protections of hospital and doctor coverage..

As a matter Qf fact, our Association 0Qsltlon favors the extension of heIth
coverage -to all OADI beneficaries'Including the prhe beneflclary, his de-
pendents and survivor, and spouses of retired workers at any age,

If in fact the disabled worker require, participation in tho public program
to meet -his medical needs, it should be self-evident that -the same situation
would p evail for hs depenidents and survivors, Furthermore an Inequity exists
with regard to retired worker beneficiaries tor many of them have spoiss atelow
thq' age of 66 and the purposes of the Medicare program are pgrticularlythwrted
by the need for theelderly person still to provide for his wifes medical care
at the escalating open market rates, since if she is below 5, she Is, not now
covered by the program.
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We share the President's deep concern at the lack of medical care services
for needy children as expressed in his message 9n the welfare of children and
urge as part of the approach to this Problem the inclusion of mothers and child.
dren now receiving suryjyor benefits Into Medicare.

Finally, we have some further recommendations with respect to Medicare
which we are including i an appendix to tis statement.

SOCIAL. WORK EDUCATION

We ,welcomrb the Incluslon in 11.R. 12080 of a general aid to the ioclal work
vlucation program, but urge strongly that the annual ceiling of $5 million Im-
posed by the House be eliminated, Xceot for the first year.-

We support the provision lh the bill for funds for undergraduate as well as
graduate edft ation In Abcao work and accept 'the Uouse'sB p~ovislon. that half
the funds go to undergraduate education with the provio indicated that, accord-
Ingly, the ceiling of $5 thil,'on be removed.

We arg concerned, and It is not too 'strong lAnguage to say alarmed, at the
Increasing shortage of trained personnel to man the various public and volun-
tarV *welfare Progranis' in this country. I doubt If there is another fibld of com-
munity endeavor that has as large a shortage of adequatepereonnel,

We are spending (exclusive of all types bf social insurance programs) more
than $15 blloha year in a variety of public assistance, public child Welfare, and
voluntary welfare ngenqy programs. In addition, trained social welfare personnel
are now being eagerly sought by private Industry; the expansion of Medicare and
Medicaid as well as the development of community mental health centers and
other expansions in the mental health field, the development of a variety of local
and state anti-poverty programs stimulated by the Oflce of Economic Opportu-
nity's efforts to make an Impact on poVerty In America; the' increased use of
welfare personnel In public housing and urban renewal programs--these are
merely indicative of the new demands for better equipped personnel.

This social work education proposal is essentially similar to the legislation
introduced last year by Senator Abraham Rblcoff of this Committee. Members
Will call' the strofig support registered for that proposkl;'bot only by social
workers and schools Of "cl work, but by a wlde range of yolu!tary agencles-and
their citizen boards. This proposal may not solve the problem immediately but
it will be a step In the right direction. In many states, which have no faculties
for trainIng for such personnel, this proposal will permit the initiation of plan.
ning for training facilities, while in other states existing programs 'Wll be
strengthened.

Mr. Ginsberg will now present our point of view with respect to various pro-
posals affecting public welfare, child welfare and Medicald.

PUULIO WELFAnE

PRIPAUrD STATEMEMT OF MaL MITVHE,. GINBIOX.

The concern for the nation's public assistance program that 14 expressed In
HA. 12080,sa concern we all share. The Congress, the taxpayers, the social work
profession and the poor themselves have witnessed the weaknesses of the program
over the past 80 year ., .. _ I 1 . . .

The'publie.assistance program wa. de ign to prvide Bianclal support
- for the dedtitute, as well as services to encourage seif- pport where poilbe. On

both' county It'has clearly not succeeded. Support p ents inmost sates are
too' 19w to'sustain even a minimal." dec ft ,atad'rd of Uving; the method by
which these payments are delivered encourages feeins of worthleasness that lock
recipients into dependency; and'the complex administrative structure prevents an
investment In the time and skll required tooffer constructive help.

As a result, there has, been ,a growing consensus that what Is required is not
more'ot the .sam, but naw approaches. It has beedidemonstratod amply over the
years we otlnk, tha more InyostUgations of ellgibf1ity are ot 'the answer that
fokMd work is not the an'Awet, that removing. children from' thei h m1 In notthe answer, that 4diAYi Federal as .nc to n"ixieaetfat4i1.awe
that -arbitrary taseloa# 0e11,l' aOot the ansWVMI1 t a ft$ sI ot~ wr
wAiare lienotfte uswer; thitt welding erylees n.e n the iao
the6 anu*Or iie.-, s*

The naiii ihalIdk '4a 61a *xpet*itt the"'dflcgi teeaIts'are
plini: they d;COzi~~c~e~ 4 0 1 Ti o~klii heCeo4$b1 O no0thelped Wep6 1e It is equallyeeident tht I pi t'th t oi WaoinHR-
adhering as they do to the familiar route of control and threat-will faiL Aside
from the morality of penalizing children with the proposed ceiling on the AFDO
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caseload, remolng children from parents who decline to work and forcing
mothers into work and training that'imay not be approprIate-there are also
questions of practicalty and effect.

It is our contention that these devices will not Work to the end that H.R. 12080
envisions: a reduction in the number of Americans In need of public assistance.
I am confident that the enactment of provisions for an AFDO ceiling, mandatory
work and training and restrictions In the AFDC-UP program will increase the
number of hearings and court challenges, aggravate tension in ghetto areas with
a high proportion of welfare recipients, further cripple the administration of
publicgsslstance by multiplying areas of discretion,'penalize the children who are
already penalized by their families' reduced' circumsitances, and place intolerable
financial burdens on state and localltlies that try to maintain their programs.
.At a ti6 When we are agreed that the problems of the urban communities pose

tle greatest challenge to our domestic policies, we are in danger, through this
bill, of striking at the very group most involved. The admirable programs now
under discussion in the areas of employment opportunities, better housing, ir-
proved police protection, revitalized*edr cation, and more accessible health pro-
grams could in large measure be vitiated by a return to more restrictive, coercive
methods of iublic assistance. I

The Report of the Uouse Ways and Means Committee has estimated that the
House-passed bill will reduce "the AEDO rolls by about 300,000 persons from Its
present total of nearly 5 million. Since we have found that forced work, coercive
pternity searches and other restrictive measures do not, in fact, lead to Inde-
pendence from public aid, the attainment of this reduction is highly unlikely.

But even if the bill'S restrictive provisions were to be effective in reducing the
number of recipients of AFD0, these are'likely to be the results:

1. The removal of children from parents who decllne to participate in com-
munity work and training would merely shift the financial responsibility for
their care to another, part of the program, at a higher cost. Foster care,
whether It be in an institution or a foster family, is far more expensive than
AFDC.

2. The removal of federal participation from post-freeze AVD0 cass would
open up a series of undesirable'alternatives: the financial. burden for the
care of. destitute children would be shifted to the states and localities that
can least afford it; states with well-developed programs and commitments to
their poor residents would be penalized for continuing to help; poorer states
would be forced to reduce their payments and develop even more punitive and
restrictive relations with applicants than they have now; and persons who
were unable to conform with the requirements for AFDC--since they cannot
be left to starve in 20th century America-will have to be absorbed into other
programs.

8. The strengthening of the union of services and Income maintenance and
the multiplication of areas In which investigation will be emphasized invites
coercion and abuse, builds even more complexity Into already cumbersome ad-
ministrative controls, emphasizes the second-class status of welfare recipients
and 'bOholidates the role of social workers in the program as investigators
rather * than as Instrdments of encouragement, slf-res ct and 'family
strength.
4. The children who remain covered by the AFDC p'ogm :would be

penalzed, as well asthoe who are unquQlfle 1 merely by virtue of their num-berf. The erfet of disqualifying children who exceed the required numbers
wouldbe to reducean entire family's graiiL FPor example, a mother with
three children namy today receive $200 a month, or $50 per person. When a
fourth child Is b.rn and exceeds the p*mnber to be covered, the effect would
be to reduce each grant to 40, thereby * penalizing the other children. The
effect would be the sam in cases where the adult was removed from assist-
ance because of noncompilance with the work-training requirement, Although
the Committee Report declares that It Would be the adolt who would be
dropped from the rolls while the children coitinued, the Offect Would cer.
tainly be toreduce the amount available forijch faily member.'~. T:he m.tipilc~a10s'of areas 4f discret!o in the delivers of Public assist-
anee and tieadded' sanctonsn i indtvldalj Wil most certainly aggrvate
tension in ghetto eomiiunfitfel where restd=its ire 'jIis beginning "to rga-
nize In their own half, The experience of most urban anti-poverty programs

,has been that a high pr, ntag%'of time and ffortik speht In 'defendtng the
poor against unreasonable, *rbitr*0ypublke welfare pollelet. ITere Uits been
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overwhelming evidence that welfare clients, far from abusing their entitle-
ments, pre often deprived of their legal rights as recipients and their civil
rights as cititns. Responsible segments of society have viewed community
con ,ern Wlh welfare polleies as a positive development. Even segments of
the conservative piess hate demonstrated growing concern with the abuse
of clients by Welfare policies, as much as the abuse by clients of welfare
policies.

It is true that there are many positive and helpful provisions in H.R, 12080
that I Would urge the Senate 'to support. I wish "that we could encourage your
support without qualification. But it must be said that even the forward-looking
provisions are ip danger of being adversely affected by the over-all attitude of
the bill. The Reprt of the House Ways Ond Means Committee makes it plain
tbat'such'prqgressiv contributions as Federal support for day cake, training and
employment programs, foster care, family planning and family counselling are
included in the bill only as specific device for reducing the AFDO rolls, not as
methods for encouraging states to grapple with the massive social problems that
face our urban communities.

The attitude of disapproval that emanates from the regressive provisions
permeates all the others in such a way as to int(nslfy the stigma,,the second-
class cItlienship, the helplessness and dependency of welfare recipients. One of
the'primary battles that welfare administrators ha"e' had to fight Is the battle
against the stigma 'otwelfareo. Its' prevalence in the community has infected
welfare clients themselv, set theWii ajpat fim' other citi ens; crippled their 'self
esteem, confirmed their hopelessness and repdeted thekn the most difficult perttoh
of the population to rehabilitate. The first step in moving welfare families toward
self support is to build up their sense of dignity, self-resiect and confidence. Only
then can programs of family planning, training and preparation for employment
really Work. The attitude 'toward poverty, illegitimacy and desertion expressed
In 'R. 12080 militates against' the positive work-we have been able to dp In this
area and would constitute a severe handicap In the future. - ... ....I ., I

To offer a mother the right'to training and. employment, and to provide, her
with counselMing, encouragement and child-care, facilities, has a posibility of
success. To e erroilment in trading apd the placement of her children-.
regardless of family, 0lrcqmstances--encourages subterfuge and feelings of help.
lessness on the part of the client and coercion on the part of the agency.

There is no doubt that employment and training programs, family planning
advice and day, care facilities are desirable, and that aggressive efforts to edu-
cate low-income families to their values are crucial. But to requiree, rather than
to make available, these resources as a condition for continuelfinancial assistance
opens such wide areas of discretion that it constitutes an open invitation to abuse.

It violates the basic premise on which Congress based the Economic Opportu-.
nity Act: that if the opportunity, to choose a better way of life exists, end if
the government fulfills its obligation to provide opportunity and the chance for
self-determitatlon, then Amiekicans will embrace those opportunltles.

I urge th. Senate to adopt the positive features of H.R. 12080, to extend the
provisions that are;progressive, In-nature, to restore some of the excellent pro-
visions proposed by the orinl Administiration bill oad to strike but the punit,
coercive measures that will move us, eyeo. further down the rd that is.t bw
clearly labelled as a dead endTo removothe coercive' prbvislinSi would result
not only, in ~bill that oould pos iely encouage state to'devejop alternatives towelfare fortheir poor residents, but wouId also avoid conainating the positive
features with the atmosphere of threats and puilomepit.

I would also urge to Senate t strethen the pub.tc assistance provisions b y
restoring h.R. 5710's .equfment that states meet their Wihl4*umlstandards,
by adding measures to simplify the determination Of eligibility for public as-
sistance and by separating the two functions of social service and income main-
tWdce.Vhs wili'enableescial workers to speni all their efforts to "stemthen
family life-.assist family, members to attain or, retain palbility, for maximum
self-support, and personal independence," to use the.,words o( t~e lao.ien Wiys,
and Means Committee Report itself. The retrogressive provisions of.H.R 12080,
on the contrary, would lock social workers even further Into the investigator's
role-a role that has proven both futile and waseful both of public funds and
professional skill.
"I would like now briefly to review some of the spefic provlsion'of. H. 1*0W

and comment on what, In my view, would be their effects.,,
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Litmbto~tlo on federal a$utanoe to broke,#- aminfe
This proP9sl to n mit the number of one-parent children on, AFDO to their

propgtIop. of a state's entire child population in January 1007 is an excessively
harsih meaSure. EVen noW, only about 4 million of the nation's J5.I!llon poverty.
stricken cildreri are covered by AFDO. It alight be more appropriate to be con.
cernecl with the program's failure to help more needy youngsters rather than
with its meager record of success.

Tb6 C6mluittee- Report efnes the "freeze" as a device to encourage states to
Implement th~e bill's other, ibore positive, provisions. But the facts are that a
decrese tlo the number of broken fainlies and dependent children is not some-
thing a state can achieve through employment, day care and family planning
programs, 1mo Ratter how effective they might be. Through the increase In
Federal support for these programs, states and localities that have no such
resoutces Will be able to develop them. But that will take 'years. And in the
meailtimne, children who began receiving Federal assistance this year--before
these measures were conceived-will either be cut off the rolls or will be
consigned to an even lower level of support than before. And new babies will
suffer even more than they do today for the difficulties of their parents.

We are all familiar with the national movement from rural to urban areas
resulting fr m automation in agriculture !ind the attraction of jobs and social
opportunities in the cities If a better life Is possible for AmeriCans anywhere in
the f3l2ioutl economy, are we to den tiem access? Are we to say to states and
localities that have eli most Imagifative, most successful In creating a good life
for their residents that we will penalize them for producing an environment In
which striving families wish to live?

The "freeze" would confront states with an Impossible decision: to take over
the klliacl burdens of public assistance themselves or to impose even more
stilngent eligibility requirements that would deny aid to those In need. I weuld
hate to have to defend either decision.

Umtatioo on old to fanMet with ana unemplOyed parent
The AFPIC-UP pr6gramn, initiated in'the 1902 amendments, Was one of the most

progressive steps to beWtaken in the public assistance program' since its inception.
It soUght to remedy one of the greatest abuses in .e gfederal'assistance -P6.
graw--the implicit encouragement for ecouifmically insecure fathers to desert
their families to make them eligible for ADFO. Not all states have General
Assistance Programs for intact families and even when they do, the non-federally-
aided grets are even lower than AFDO.

we have strongly supported provisions to make this program permanent and
would have been pleased to see that H.1. 12080 did so, except for the fact that
the requirements for the program are so changed as to reduce Its effectiveness
sharply. Tile requirement that an unemployed father to be eligible for AFDO-UP
must have had a recent connection with the labor force and be receiving no
Unefltloyinent Insurance, no matter how small, defeats the purpose of the
progirkam.

in qew 'York Ciy We estimate that about'5 percent of the families now re-
cevIflAiI)O4JP would become Ineligible under H.R. 12080. And these are the
fomiles n 0St in need of help. If a man has had some work experience'in the
past 18 months, the likelihood of hi- being able to resume supporting his family
himself Is much greater'than if he is one of the long-term unemployed. 'Our
greatest efforts should be devoted to keeping these most deprived families to-
gether and helping them succeed..

In a. program designed to'strengthen family. life, we should not further extend
the s-lfdefeatlng approach that discrimlnates against intact families.

Gomokiouimato ork and "r4#
t -etitainiy the - effort to move people toward self-support must be: one of the

highest priorities of public social service programs. We have strongly favored
such )rogms 9s the Nelaoncheuer amendmentS to the conomMIC Opportunity
Act, eziatOr Clark's proposed amendments to the same Act, expansion of its
Title V provisions and A much greater-emphasis on training and employment
programs directed speclfltallJ 'at welfare recipients.

We subscribe fully.to a recommendation of the emergency Convocation of the
Urbaa Coalition held in -Washington August 24th, ,that as a first goal 'we should
put "at least one million of the presently unemployed to productive work at the
earlie pOssible moment." This Oobvocation, In which our Assoclation ici-

pated, wao comprised of the top leadership of business, labor, church and civil
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rights groups. It urged the development of programs "to end once and for all
the shame of poverty amid general affluence" and recommended as one measure
a emergency, work program to provide Jobs and training opportunities.

However, the compulsory nature of the work and training provisions In E.
12080 make them Impractical, coercive, possibly unconstitutional and most likely
Ineffective.

Our experience has been that persons who take training or employment merely
because it Is required as a condition for assistance are so un-motivated that they
never really become self-euppor(ing. They leave the job after a few days and
are unable to stick with training. The social worker I unable to help them build
positive attitudes because he Is seen by the client only as an InVestigator.

It Is vital, we believe, to handle the employment potential of each client on
an Individual basis, In terms,of each family's needs and capacities. It would
be equally unsound to mandate that 'no mother on welfare should work-'-the
traditional approach. It Is Important, rather, to provide a choice and an op-
portunity.

If a parent feels strongly that her place Is at home with her children--and
the public welfare agency disagrees-what are the alternatives? The adult could
be dropped from assistance, the children could be removed from the home by
court order and placed in foster care, or assistance could be given only In the
form of voucher payments.

Obviously, the& are all undesirable alernatives. Removing the family'or the
adult frqm assstance will only penalize the iehildren whom We' ai pledged to
protect. Placing the children' unoecessarly'In foster care is hot only eouel to
the family Aihd mor exPensive for the government, but highly Impratical we
already knbw how difficult it Is to find foster homes for the nu~nber of trUly
abandoned children we now have,-without kidlng'krattitously'td the homeless.
And the final alternative, a returAl'to the worn-out system of vo cher and pro-
tective payments, was proven Ineffective long ago. You cannot ever expect per-
sons to become Independent If Vou treat them as if they were Incompetent
children.

In addition to Its Ineffectiveness and disrespect-for individual differences,
the Communlty Work and Training provisions would, I feel, be difficult and
demorallzpng to administer. The key objective of professionals In income main-
tenance programs has been to reduce the discretion of individual departments
and worked, so as to limit the opportunities for abuse.

H.R. 12080 would'multiply these opportunites--by making possible a 'wide
variety of definitions of the "good cause" for which a welfare mother 'mlgbt
refuse training or work, by legitimizing the threat of withdrawal .)f assistance
for.a fatherless child, by encouraging welfare departments to spond much of
their the and personnel on investigations, searches and other violations of
eiv I I rights. - .," I I,1 , .There are other abuses tba" could well grow from tis, provision-the employ-
ment of welfare reclplents in the V -cents-an-hour learners' wages and the assign-
ment of recipients to. training and work for which they are unfitted merely -be-
cause no appropriate programs exist.-I

We also do not favor assigning, direct responsibility tor work and training
programs to the Department of Uealth, IEducatlon and Welfare. The public
assistance prgrani should be assigned to supporting role of referral, counselling
and preparation of recipients to a' ept and follow through on employment pro,
grams. But the admn pstratlon of tese programs should appropriately be as-
signed to the Department of Labor, which has primary responsibility for
developing ,and lmplementng the national manpower efforL

In New -York, for example, we have found that the duplication of manpower
development efforts, by many different agencies has been wasteful and inefllcient:We ar, therefore, c tns0idating the efforts of the Department of Social Services
and the ?4 anpower-and (lareer Development Agepcy so that an over-all ittac
can made on the Cityls manpower programs. We have assigned the hlgheyA
priorlty~in these programs to welfare reclplents, but feel tht tho training Itself
can best be administered p .tra!y, under, ti4 aews.of the ) t of Labor.
Chid wefared ievlo0et e

As we said In testiliealethsyr tH. 1Owefl t~tthe pro.visions~ 6h MR'ii:bllw e 6110 vi fi t I o hlwelfavd' seiW '~o dOall -l~rl ui federal g-~ o hl
$bit those efliie A4C

', t,



948U SOCIAL ISEMCU AMXIIDMW2NT8 OF 1967

However, the child welfare provisions In H.R. 12080 do move in the right
direction and we would support most of them, esperlally the requirement for a
court order to remove a child from his family. It must be emphasized, however,
that If increased Federal participation in child welfare services is used by states
as the rationale for removing more and more children from their homes, the
purpose of this program will be destroyed.
Bmplcmen# incentive

We endorse the provision that states ))e required to provide earnings exemp.
tions for ADO families, but strongly urge that the exemption be substantially
Increased over that proposed by H.R. 12080. An exemption of $30 a month aud
one-third of the rest is inadequate to serve as a real incentive to employment.
Studies have shown that incentives are ineffective unless they provide a sub.
stantial income supplement if the incentive Is too low and therefore proves
Ineffective it may endanger the entire concept, which deserves a fairer test.
Even the Administration's proposal for an exemption of $50 a month plus one-
half of the remainder does not go far enough. We favor, instead, an exemption
similar to that available to persons employed by ORO-sponsored projeets--$8
a month and half of the remainder.
The welding of servifts and elgibility for asalatawe

We object particularly to the way H.R. 12080 ties services into eligibility for
assistance. Our association supports strongly a complete separation of Income
programs from social services and urges that persons applying for assistance not
have the receipt of assistance conditional to'the provision of services.

There is a very substantial number of persons at low incomes who might avail
themselves of family and child welfare, family planning and day care servi-es,
but who will not do so if this means they must apply for financial assistance to
be eligible. The provision of such services might in very many instances prevent
the later necessity for applying for assistance.

Conversely, we maintain that there are some families who need only financial
assistance for a certain period of time, and should not be forced to accept other
services that may infringe on their civil rights, damage their self-esteem and
reduce their capar.ity to return to self support.

We have ample evidence that people will avail themselves of preventive social
services if they are easily'accessible through a neighborhood center and if
appropriate incentives are afforded. We also have evidence that these services
are not beneficial if they are based on coercion.
Medico? o~a8i4am for needy, person (title XIX)

The restrictive provisions in H.R. 12080 as they relate to the state's Title XIX
programs would have a negative effect similar to that of some of the public
assistaw.'ve provisions--the frustration and denial of rising expectations.

The House Ways and Means Committee report makes no attempt to disguise
its Intention to penalize New York State specifically for the liberality and com-
prehensiveness of its program. The Title XIX legislation required all states to
reach a certain point In developing its medical assistance programs by 1970. Now
New York Is to Jbe penalized for having advanced so far so fast. The question
must be raised, then, about what will happen to the program as other states
Implement this, the most significant piece of social legislation in 80 years? Will
the medically indigent population of every state-encouraged, recruited, enrolled
and then offered quality medical services-be told eventually that they must gle
up the protection they just began to receive?

The original legislation declared the intent of Congress to protect a large pro-"
portion of the population from potential destitution by guaranteeing high-quality
medical care. It acknowledged the connection between ill health and poverty$
recognized the disastrous consequences for a modest budget of high medical
expenses, and pledged to make health care available as a matter of right to all
citizen&.

Both the defifiltlon of the Issues and the Intent of Congress-are as valid today
as they Weie when the bill was passed in 1965. We believe that the States should
be given the opportunity to experiment with different formulas for eligibility and
urge the Congress not tojinpose arbitrary ceilings.

If New York's exPerience Is representaive, and I think It is, we have pot seen
a rush!6 oeto by what the House Ways and Means Commfttee called 'the mld-

die class. 'onl about 4 percent-of the i.5 million persons presently enroled in
New York City are in families earning in excess of $4,0 a year.
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What we have seen, however--and I think this, too, Is representative-are
low-income families receiving dental treatment that they never received before;
heads of families receiving the best treatment for debilitating ailments that had
threatened to take them out of labor market; mothers getting regular care for
conditions that would otherwise have prevented them from caring for their chil-
dren. We cannot tell these people, who have been begun to enjoy the kind of
health care that should be available in an affluent society, that this care is no
longer avallable. Perhaps in some of the richer states, part of the financial burden
will be taken over by the state and localities. But in the poorer states, persons
now receiving services will no longer receive them. As with other provisions of
H.R. 12080, this will force us to frustrate the legitimate expectations of our
citizens. The consequences are inevitable.
O.wluebos

Our main goal here today has been to indicate that aside from the philosophy
of H.R. 12080 with respect to publIc welfare--which is contrary to our growing
understanding of the roots of poverty and Its remedles-the bill's punitive and
compulsory provisions simply will not work. They represent just more of the
same thingthat we have been trying for 30 years to little avail.

While these provisions will be costly and burdensome for the states and local
communities, they will not achieve the goals of providing a minimum standard
of living for all Americans and the opportunity for self-support for those who
are able.

We do recognize that there are major problems with both the human and
financial costs of the welfare program in the nation today. We have long urged
the necessity of basic, fundamental changes. I had the opportunity, as Chairman
of our Association's Division on Soci.l Policy and Action, to present and defend
the proposals on Income assurance that Dr. Thursz referred to as having been
adopted at our 107 Delegate Assembly.

We also recognize that stwh changes as guaranteed employment, the Inclusion
of the aged and disabled in Social Security, family allowances, a revised and
reduced public assistance program and an expanded system of public social
services cannot be accomplished Immediately. But we feel strongly that it Is time
for Congress and the public to begin discussing some of these approaches rather
than turning back, again and again, to the methods that have failed us In the
past.

We have been wasting both money and lives In this program for 80 yea 'ow
let us begin to consider seriously new approaches that have some chance of
meeting the needs of the 60's and 70's.

We appreciate this opportunity to present the views of the National-Association
of Social Workers on H.R. 12080.

FUTUER RWEOMMENDATIONS, WITH RESPIOT TO TrrL8 XI- ( WDAR

We cannot accept the Administration's argument, and essentially that of
H.R. 2089, that It Is too early to correct admitted deficiencies or lacks [q the
Medicare program. We believe, as we shall demonstrate, that the'imposition of
deductibles and ce Insurance have not only deterred older people from health
care, but are administratively burdensome, whi1e the lack of provision for the
cost of prescription drugs further denies the full range of health care for the
aged.
Adviprij ouuci on pereona~health aerti.cu

We prPbse tMt the eWlarged Health efits Advlsqry Coil, which is to
assume the duties of the Nat4onal Medical Review , Oommittee as recommended
In H.12o80'bo.merged i the Adylsory' Council on Medical Asslitance recom-
mended in tt b!!UaM tat the be substituted therefor a, provision for an
Adisory0' Coinclion p4rk 1l lealth Serices,• We, see sutch. a Q ll s prviding for :,cetr a concern, for, services to
childt"n, people, on public welfare, to the aged regardless of wlch senept of
the Department that Is admi istering them an4 which section of the Act apples,
The emphasis on such an Advisory Council should be on the idividual. who is the
actual or potential recipient of medical care father tha specific progms or
program segwlets.

We note that the bIll recommends that the Advisory Council fdr Medical
Assistance have a maj6rity of representatives of consumers and believe that this
should be the basie concept for an overall Advisory group. We have, however, one
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modification, namely, the addition of the words "representing the major segments'
of the community" so as to strengthen the asAurance of a proper composition of
the Advisory Council. Without this clause we are concerned that consumers repre.
rented might be selected on a very narrow basis and that in fact the disadvan.
aged, minority groups, organized labor and other consumer groups particularly
concerned with medical care might be excluded from participation. There is sub-
stantial experience with the selection of the consumer representatives in the
states and communities as well as some of the other advisory councils of Govern-
ment to indicate that unless this qualification is Included the full objectives of
such an Advisory Council may not be achieved.

We are convinced that with the major entry of the Federal Government into
the area of prepayment for personal health services as well as for the purchase
of personal health services, It Is of crucial Importance that there be available
to the Secretary of ELB,W. an overall Advisory Council on general policy in
administration of personal health services, and also to provide him with direct
feedback on the responses of the consumers of care to the way in which the
programs are operating. There is not now an organized way in which the policy
makers in H.E.W. can be informed with reasonable promptness on consumer
reactions. Furthermore, it Is our conviction that the objective of public medical
programs is to see to it that there is comprehensive health care available for those
persons and groups covered by the legislation, and that there be a single health
care program, and that the care be of uniformly high quality.

Remove the deductible* an.d oinuranwo Irom parts A aGd B
The Committee has already had amhple testimony of the endless complexities

of understanding and administering the deductibles and co-insurance, In fact, it
is our belief, supported by other knowledgeable persons in the field, that the
deductibles serve no useful purpose in saving costs, for the administrative com-
plexities are such that an undue proportion of funds must be spent on processing
claims. For example, National Blue Cross reports that 60% of the outpatient
claims forms filed resulted in no Medicare benefits-but because of the deductible
features these claims had to be filed. Furthermore, the deductiblee feature on
hospital care has, In the opinion of most observers including our own member.
ship, not had favorable effect upon the utilization of hospital care.

On the other hand, particularly with relation to' the-Part B benefits, the
deductibles and co-Insurance have a negative effect in that they act as deterrents
to older people going for care early when more serious conditions could be pre-
vented. In this sense the legislation as now written is self-defeating 'and while
the initial cost may be higher, in the long run, we are convinced substantial
savings would be effected if good medical care principles were applied and deter-
rents to early diagnosis and treatment in the form of deductibles and co-insur.
ance were promptly eliminated.

We cannot, however, stress too greatly that the present regulations with de-
ductibles, co-insurance, different restrictions for nervous and mental diseases,
must in the short and long run be self-defeating. The elderly person Is bewildered
by Government programs which in essence require him each time he must see a
physician or go to the hospital to bring the competence of an income tax expert
to the experience. The Congress must help to simplify and make far more under.
standable these programs than they are at the present time.

Provide tor payments or prescript"os drugs
The members of this Committee are cognizant of the fact that serious con-

sideration was given in 1965 to the inclusion of this benefit under Part B. We
urge it at this time. Prescription drugs take about 18f out of every consumer
dollar for medical care services,'When one considers the seriouS limitations
on incomes of the aged, it becomes evident that their health is being harmed by
not having such a benefit as part of the program. Studies over the 'eaf's have
shown that very substantial numbers of physician prescriptions riemaln unfilled
largely because of the costs involved. If it is the Intent of Congress to approach
comprehensiveness of health care for the elderly, as we believe It Is, payment
for prescription drugs cannot continue to be an exclusion.

LUmUt payment to phyelsoam to those who are prepared to accept asignment and
reimbursement ot the usual and customary fees prevailing in their
communitles

Frperience to date indicates that permitting physicians to obtain payment via
the so-calied direct pay route has caused unnecessary hardship on patients and
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considerable escalation In cost. The Committee is doubtless familiar with com-
plaints from all over the country of elderly persons with limited incomes who In
advance of receiving medical and surgical procedures are required by physicians
to produce cash, which hopefully they will receive back in whole or in part from
the Federal 'Government. Through the use Of this device physicians are also In-
clined to charge "what the market will bear" rather than the reasonable and
usual cost, in the community. As the Committee. knows, somewhere in the neigh-
borhood of half the physician claims are now being paid under the direct pay
basis.

The proposal in H.R. 12080 that a third alternative to direct pay or assign-
ment, namely, permitting payment on the basis of unpaid bills sent In by either
the patient or the doctor will offer some help to financially pressed older people.

The Association, however, favors limiting payments to physicians to the
assignment 'method since this Is the simplest approach as far as the patient is
concerned and one to which many of them became accustomed when during their
working years they were covered by Blue Cross-Blue Shield or other
arrangements.
Reduction of quarters of coverage

We support the provision In the bill for extending the pried of time during
which persons who do not have fully Insured status may qualify for Medicare
and reduction from 6 to 3 quarters of coverage for persons attaining age 65
In 1968.

The CHAIRMAN. Now, our next witness is Miss Jo Eleanor Elliott,
of the American Nurses' Association.

STATEMENT OF 30 ELEANOR ELLIOTT, PRESIDENT, AMERICAN
NURSES' ASSOCIATION

Miss ELLIoTr. Good morning, Mr. Chairman. I am Jo Eleanor
Elliott, director of nursing programs, Western Interstate Commission
on Higher Education. I. am the president of the American Nurses'
Association, the professional organization of 180,000 registered nurses
in 54 constituent associations, the District of Columbia, Puerto Rico,
the Virgin Islands and the Canal Zone.

As one of the professional groups deeply concerned with the health
and welfare of the American people and the largest single group of
professional people giving health care, we welcome this opportunity
to present our views on certain proposals of H.R. 12080, the Social
Security Amendments of 1967, as passed by the U.S. House ofRepresentatives. •:•
The American Nurses' Association has supported the-provisions of.

the Social Security Act and extensions and improvements, of the
system since its adoption. We have been especially concerned with
promoting retirement coverage- for employees of nonprofit organiza-
tions, social security benefits for the disabled, extension of the system
to provide health insurance coverage for. recipients -of OASDI and
increased assistance to persons receivmg public assistance.

In our statement to the' House Com-mittee on Ways and Means
we supported the proposal of the administration of a 15.-percent
increase with a minimum, retirement benefit of $70 a month. -

H.R. 12080 provides for a general benefit increase of .121, percent
with a $50 a month minimum. We are pleased that some increase is
proposed but urge the restoration of the administration proposal. We
recognize that this, program was designed, to provide a base from
whieh individuals could plan for additional retirement income.

However, the present minimum of $44 pr month and that proposed
by the House in .R. 12080 is not realistic when we consider the ever-
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increasing cost of living. Further, it is likely that many persons who
would-receive the minimum were unable to set aside sufficient moneys
d.ur.* their working years to spplementthe social security benefit,
Thisis trueof wofrk in the health field, 4ersially those who worked
in nonprofit organizations..They came under social security cover a
at a much later date than industrial workers and those employed in
profitmaking organizations. They have received extremely low wages
and their employers did not generally provide for a private pension

' i years after the enactment of a national social, security sys.

tem, nonprofit organizations are still not required to prvidep coverage
for heir employees.'They may, if they ehos 0, voluntejt cover their
eiployes. Under-1he present, voluntary coveragepr~visons, the
organizations are covered under social security only if the employing
organization files a certificate waivingits, exemption from coverage.

The passage of medicare points up the anomaly of the p resent situ-
ation. The' reponsibility-for carrying out key phases of this program
restAon1 e Natidn's hospitIs and 6lr emiloyees. By and largenon-
profit voluntary hospitals have elected voluntary coverage and a large
proportion of hospital employees' are covered. However, pocketS of
noncoverage are significant. One of our constituent Stat nurses'
association estimates that over 5 percent of the nonprofit hospitals in
that State do not provide coverage. Mandatory coverage would sfe
guard those employees- in areag where employers have not elected to
cover their employees.

STherie is no justification for thecontinuation of the exemption of
nonprofit organizitions. Their employees are entitled to the same
protection and benefits afforded other employees in'thid country.The
advisory council to? the social -security pogra' m"hag reconxMended
universal coverage, The Amerlcan Nurses' sociatioj also is con-
vinced that coverage of nonprofit organizations Should be 6npulsory.

At the veiy IMast, mandatory cqovergeg'sh6uld be'extended t em-
ployees of facilities providing'medicare service."Thi. could and should
b accomplished by requring mandatory coverageg for all such' en-
ployees as acondition of payment to p&oviders of service

H;R. 12080 iHcreae the amount a p"ei'on may earn without having
social security benefits withheld from $1,500 to $1,680 a year. We, be-
lieve that the p resent $1,4500 ceiling should be increased to $2,700
rather than $1,6780 as propbs6d in H, R. 120$0. .

ReIstered nurses are in short supply. It would seem that th6 nurse
of retirement age could contribute su bstntially even on a part-time"
basis in meeting the health needs bf the com niity in a Variety o
wayS.To function effectively, it,,iessential that the nurse's serices
be available at least 2 days a 0bek. No program can 'be carried out
efficiently 'on the basis of services offered for less than 4is period of

If the ANA entrance salary goal, and I emphasite this i'a'gal, of
$8,500 annually is used as a base; a nurse's salary for 2 days pee Week
would be $54 or tppeximatnely ,700 annually. tUnder the present
limit of $1,500, or even the pro ed $1,680 a nurse working 2 days a
week would suffer a deduction in 'socil security benefits.

We are not only concerned w#j the ntir~e'*ho has reached retire.
ment age and her incentive to work, but also the nurse Who is widowe4
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before retirement age and is receiving social security benefits. There
is little incentive to work when the maximum earnmngs allowed are
$1,6500, or even $1,680. Such facts should be considered im the light of
Federal and State government expenditures to recruit the inactive
registered nurse back into the work force.
The American Nurses' Association is most appreciative of the money

which the Government has expended for construction, instruction, and
scholarships through opportunity grants to increase the supply of
nurses. We believe that increasing the earnings limit would be another
way the Government could help to meet the need for more registered
nurses.

The ANA supported amendments to the Social Security Act which
brought the disabled uider certain provisions of the act. In our state-
ment on H.R. 5710 we urged that they also be included under
medicare.

We regret the House did not extend the provisions to include dis-
abled persons under 65 years of age in the health insurance program.
The disabled have limited income, are- likely to require more health
services and, in addition, experience difficulty in obtaining adequate
insurance protection against the costs of health services. We urge this
committee to support the administration proposal.

We do recognize that provision has been mide for the Secretary of
Health Education, and Welfare to establish an advisory council to
study the problems relative to including the disabled under the health
insurance program, including any special problems with regard to the
costs which would be involved in such coverage.

This committee is aware that the ANA, was the first association in
the health field to support the extension of the social security system
to provide health insurance coverage. In our testimony over the years
when such legislation was before the Congress, we indicated our con-
cern that tax moneys not be used to perpetuate the poor standards of
nursing care that existed in some health care facilities.-When the
Social-Security Amendments of 1065 were enacted, the Congress also
indicated its interest in the provision of health services of, high
quality,

When the conditions of participation under title XVIII, medicare,
were released by the Department of Health - Education, and Welfare,
the ANA was in general agreement that tihe standards were higher
than prevailing ones and should have some impact on raising the
quality of care.

We assumed that the conditions of particiration required under
title XVIII would also apply under title XIX, medicaid. We did
not believe that Government would agree that one standard of care-
was desirable for those persons eligible for medicare, but. a lower one
was acceptable for recipients of public welfare :

The argument has been made that'the Federal agency responsible
for the implementation of Title XIX oversteps its authority in estab-
lishmg standards for this program on the grounds that title XIX
Is a Stare-administered program and that Congress intended each
Stat to set its owdi standards.The Federal Government, for many years, has been setting certain
standards for a wide range of programs that have -Federal -unding,
butare State administered. The ANA believes -it I has -this right and
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responsibility, most especially when the health and well-being of peo.
ple are involved.

At this time we wish to indicate our support of the principles
underlying the bill S. 1661, introduced by Senator Moss of Utah for
himself and otier Members of the Senate,, which would amend title
XIX of the Social Security Act. When introducing this legislation,
Senator Moss stated:

Having set this vast program In motion, Congress has a responsibility to assure
that the program will provide the appropriate types of care, care of high quality,
and care rendered in suitable and safe surroundings.

Among the proposals in the bill is one to establish basic standards
of quality for nursing home and home health services, in keeping with
the provisions already set forth in title XVIII of the Social Security
Act. Senator Moss' bill has been referred to this committee and we
urge that you give it favorable consideration.HR. 1280 provides for the transfer to the Health Insurance Bene-
fits Advisory Council of the functions of the National Medical Review
Committee with the added provision to increase the membership of the
Advisory Council from 16 to 19 members to provide the council a
broader basis of experiences for meeting its broadened responsibilities
At the present time only one registered nurse serves on the Health
Insurance Benefits advisory Council. Because nursing service forms
such a vital part of the total health program we wish the record to
show that we believe additional nurses should be appointed to this im-
portant council. t -

We are pleased to note that title IA of H.R. 12080 provides for the
consolidation of health services for children, bringing existing ear-
marked programs under a single authorization.; HR. 12080 requires
States to make a greater effort in the screening and treatment of dis-
abling conditions and to give more emphasis to services among groups
with special problems, especially the needy.

We support the provision of project grants for maternity and infant
care, for comprehensive health services for children and for dental
care for children.

We support in principle and regard as commendable the provision
that States set up work training programsto help welfare recipients
become employable and self-supporting. However, we believe that
where AFDC mothers are involved, their participation in job 'train-
ing and employment should be on a voluntary basis, premised on
counseling and evaluation of what is in the best interest of the child
or children.

The provision for establishing day care centers and the work incen-
tive features of earnings exemptions will encourage mothers with an
employment, potential who can safely leave their children, to volun-
tarily take training and employment.

While we applaud parts of H.R. 12080 aimed at attacking the
problem of hard-core families on welfare, we deplore the restrictive
provision "freezin" the proportion of dependent children at the
January 1967 ratio in the respective States. ,The burden and hardship
resulting from such a stipulation will fall ultimately on the children
themselves who are not responsible for their straitened circumstances
or not in a position to account for themselves. As has been so aptly
stated, "it is one thing to provide realistic incentives to encourage
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welfare recipients to work. But it is something altogether different
to condemn the unborn to meet harsh regulations. This is not social
security but insecurity." I

We urge the deletion of this provision.
We support the administration's recommendation that States be

required to pay the actual amount they themselves determine to be a
minimal need payment and that these standards of payment reflect
the current cost of living. We believe that the adoption of the require-
ment that the States pay 100 percent of the monthly allowance is
essential and we urge that you include it in this bill.

Mr. Chairman, I thank the committee for this opportunity to appear
beforeit to present the views of the American Nurses' Association on
H.R. 12080.

The CHAIRMAN. Thank you.
Let me ask you this: I am told that some people have blamed in-

creases in nurses' salaries for much of the increase in hospital costs.
What is your reaction to that?
Miss ELLiorr. Undoubtedly the increased co.st of nurses' salaries is a

factor in the increasing hospital costs. I think it is important, however,
that the Committee understand that the lag in nurses' salaries was so
large for so many years that it would cause a sudden spurt when nurses
start receiving more adequate remuneration for their services.

But this is only one part of increasing hospital costs. I think we have
to look at the costs of complex equipment. I think we have to look atthe costs of possible duplication of such equipment; the cobalt ma-
chines, the million-volt X-rays; as well as the cardiac units and other
intensive care units that are being built into hospitals; the additional
professional technical people it takes to man and service these ma-
chines and units, are all important factors also.

I personally feel, sir, very strongly that nurses should not be blamed
for the total cost of increasing hospital costs.

The CHAiP uz. Well, part of the problem was that prior to this
time I suppose that nursing has been hard work, long hours, and often-
times at very inconvenient hours, so that to get enough people into the
profession I suppose it was probably necessary to have a major in-
crease in nures' salaries.

Now, do you think there are going to be further sharp increases in
nursing salaries, or do you think it will stay about the same?

Miss ELLIOTF. I think when nurses' salaries generally reach the lev-
els of those for people of comparable preparation and skills then sub-
sequent increases would be in line with cost-of-living increases in other
professional occupational fields.

The CIAIRMIAN. Yes:
Well, oftentimes if you do not have enough people in some fields, it

is because you are not paying them enough and I guess that is prob-
ably what the situation was with regard to the nursing shortage, Itakeit.

Miss Ewimoz. For a long time we defied the law of supply and de-
mand because although nurses were in short supply we didnot attract
more nurses. We did not push salaries up even though we were scarce.
I think that increased salaries will attract more nurses, more people

'New York Times, editorial, Aug. 28. 1907.
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into the field. I think it is an important recruiting factor. I think the
traditional low pay has deterred young people who, in this day and
age, as you know, are so sophisticated from choosing nursing as a field.
But now I think we are getting competitive in many places. But I
think the big spurts have been in the major cities, and we have much
to do to get salaries raised throughout the country.

The CkuaiA. Thank you very much.
Miss Eworr. Thank you.
(A supplementary statement submitted by the American Nurses

Association follows:)

SUPPLEMENTARY STAT UMNT SUBMTInEv Oi THE REooRD sy THE AMxwo"
NuRats' AssociATIoN

We recognize that in the testimony presented to this Committee a number of
comments have been made concerning the increasing cost of hospital care. Much
documentary evidt.nce can be produced to show that the costs for such care have
been rising at a faster rate than other Items in our economy. In this supplemen-
tary statement to our original comments to the Committee, we are setting forth
the American Nurses' Association's view of where nurses fit in this picture. •

During the past year many nurses have experienced significantly large salary
increases. A limited study of salary ranges In h selected sample of large non-fed-
eral short-te'm general hospitals conduct by the American Nurses' Association
lnApril 1967 provided some evidence of these Salary increases The range of in-
creases n starting salaries for the staff-level hospital position in a period of no
more than a year, ranged from $128-41,200 in the 103 reporting hospitals with
about one-quarter of the hospitals reporting increases of at least $958.

Increasing salaries for hospital personnel have, of necessity, an Impact on hos-
pital expenses since, as in all service industries, payroll expenses account for the
major part of total operating expenses. However, nurses' salaries do not make
up the largest proportion of the hospital's budget, An April 1W6 survey showed
that the 361,000 professional nurses In hospitals account for about 17 percent of
the total hospital personnel complement.'

If all of the full-time nurses In hospitals were to receive a $1,000 increase per
annum and the part-time nurses received increases roughly equivalent to that,
the Impact per patient day would amount to about 670. Of course, because nurses
comprise a greater proportion of those employed in short-term hospitals which
provide more intensive nursing care, the impact on those hospitals would be great-
er. The American Hospital Association In Its November 4, 1966 issue of The
Week . . . for Hgpitals pointed out that a $1,500 Increase to nurses in nonfederal
short-term general hospitals would be a cost per patient day of $1.85. Ail average
increase of $1,500, which relatively small numbers of nurses hve exceeded, was
what the American Nurses' Association had estimated would be needed to bring
about something approaching a minimum salary of around $6,5M0 in 1966 with
appropriate adjustments of salaries of nurses with experience and higher levels
of responsibility.

An actual example from a nurse's letter 'appearing In a Seattle newspaper
serves to illustrate what has been occurring. The nurses in Seattle were asking
for a $100 a month Increase and the average increase in room rates announced
by hospitals there was $5 a day. In rough calculations the nurse pointed out that:

"... On a 36 bed ward each patient will be paying an additional $5.00 per day
for an Increase in revenue to the hospital of about $5,500. On that same w*ard
there may be ten R.N.'s to cover the three shifts and let's say they're going to
get a $4.00 a shift Increase (22 days work month). My figures say that isn't quite
$1,000 additional salaries to be paid out. How can the powers that be justify this
$4,500 disparity ' 1

I Am erlcan Nurses' Association survey of 'ai-s Rsgev and Other Rmployment Condl-
tion sor staff-bevel Nurses & 'ossleders! Short-Term General Hlospitals, memorandum.
June 18, 1967.

2'American Hospital Association Mapower Resource* it Hopitals-IE, Sum may
Report of a Survey Conducted by the Bureau of Health Manpower, Public Heafth Servce.
De -atment of Health, Education, and Welfare, and the American Hospital Association,

Letter in Beattle Poet-latellgenoerw, August 5, 196T.
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All this just serves to point out that increasing hospital expenses are based
on many factors. Rising levels of salaries for all hospital personnel are a factor.
However, nurses cannot shoulder the responsibility for increasing hospital costs.
Increases in salaries were due to all In the industry. Certainly, Congress itself
recognized that changes were overdue when, appropriately, the Fair Labor
Standards Act was amended to include hospitals. Such measures serve to increase
all salary levels. Payroll expenses have been increasing, as well, because of the
addition of more personnel and the additional use of a greater variety of per-
sonnel, many of whom are In the professional or technical categories. Total hos-
pital expenses have also been Increasing as a result of more complex techniques
requiring more complex and expensive equipment and the general rise n the
cost of products used by hospitals as well as In the costs of construction.

However, one cannot examine nurses' salaries solely from the point of view
of what they cost The alternative question must be the need for change. That
significant changes needed to be made in nursing salaries is attested to by
the fact that in July 1966 the average salary of a nurse In a staff level position
in hospitals was only $5,226.' In comparison classroom teachers in the country
averaged $6,821 during the 1966-67 school year,' and personnel In beginning
;rofessional positions as engineers and chemists averaged even more than that,
7,764 and $7,014, respectively.* The need for substantial change in the economic

rewards of nurses was recognized back In 1063 when the Surgeon General's
Consultant Group ,on Nursing in Its report Indicated that:

"... In today's society, salaries and related benefits not only determine stand.
ards of living but also influence the prestige of an occupation. Until the economic
status of the nursing profession is Improved, nursing will be unable to compete
successfully with other fields where pay aid benefits are more attractive."'

Even with the ncreases in salaries which have occurred there are still a num-
ber of hospitals offering starting salaries to nurses of less than $5,000 a year and
a large proportion offering less than $6,000 a year.* Thus, it is clear that even
greater gains need to be made in nurses' employment conditions before they
can meet the level that would satisfy such conclusions as that quoted from the
Surgeon General's Consultant Group on Nursing. The April 1966 survey referred
to previously showed that in all areas of the country registered nurses - were
at the top of the list of categories of personnel for which hospitals had "most
urgent need." An estimated additional 79,470 professional nurses were needed
to provide optimum care to patients, according to the figures the hospitals
provided.'

Hospital costs have been rising continuously and show every indication of
rising even higher. However, the need to increase the financial return to the
hospital worker Is apparent in any set of data which may be reviewed both from
the point of view of attracting qualified workers and from providing to those
employees on staff return which is equivalent to that Which other Workers
In our society receive. In looking at the hospital cost picture It is imperative
that overall planning for the health needs of the community be reviewed from
the point of view of whether hospitals are being utilized 'efficiently. Within
the hospital itself such factors" as the utilization of personnel and equipment and
supplies need to be considered.

The CHAMI&AN. Let me see, with regard to the next witness, Mr.
George Hecht of the American Parents Committee.

Mr. Hecht, if you can briefly summarize that statement. I'suppse
I could hear you now; otherwise, We would just bring you back nere
this afternoon.

U.S. Department of Labor, Bureau of Labor Statistics, Industrv Wage Survey, Hoe-
P ,U TuVy 1$88, Bulletin No. 1558.

' National Education Assodatl n, Research Division, Noosomo f4tatut of Te her#,
1968-07, Research Report 1067-R8.

OfLbor, Duaun of Labor Staitc sosaSrvyoPo. $Rlxastra ive TCnW( ad O o.okI Pay, PebmuarV-orch 1980, Bulletin No. 1585.
1 U.S. Department of Health, Education, and Welfare Public Health Service, Revr of

the Surgeon General's Consultant Group on Nursing, oswor4 Qwsfity in Nuroing,%,eeds
nod Goas, February 1963.
'Op. cit. Reference (1).
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STATEMENT OP GEORGE I. HEOHT, CHAIRMAN, AMERICAN PAR.
ENTS COMM!TrEE; ACCOMPANIED BY -BARBARA D. MoGARRY,
EXECUTIVE DIRECTOR

Mr. HzEET. I will be glad to summarize it if my complete statement
can be printed in the record.

The CHAIEMAW. We will certainly do that. (Se p. 960.)
Mr. HjQT, The American Parents Committee-may I present Mrs.

Barbara McGarry, who is the Executive Director of the American
Parents Committee.

The COrant . We are pleased to have her,
Mr. HU;OHT. The American Parents Committee heartily endorses

the bill's intent to strengthen family life, to reduce the incidence of
illegitimate births; encourage work-training for family members over
16 when it is deemed appropriate; increase day care facilities where
advisable for young cl'ldren of working mothers; provide increased
protection of any child subject to negect, abuse, or exploitation;
broaden foster care provisions and provide economic incentive for
work experience, through earnings exemption for AFDC recipients.

However, we want to record our strong opposition to the proposed
"freeze," under section 208, at the present percentage eve of de-
pendent children because of the absence of a parent. We believe this
isan unnecessarily harsh and unrealistic fallacy to attempt to legis-
lte the future number of children who shall be in need .of help, be-
cause of the absence of a parent from the home.

As regards day care centers, day care services, certain legislative
provisions which have already stimulated widespread discussion,
would benefit from clarification beyond that already given in the bill's
accompanying report.

The committ:e:s report also recommends that such cases be period.
ically reviewed, "to see if the situation had changed to ,the point
where training or work is appropriate for the mother." We appWl to
your committee for clarification of the key word "appropriate."

The American Parents Committee has long been on record before
this and previous Congresses, for increased Federal funds lor day
care facilities. But it has never been our intent-nor that, I am sure,
of any legislative proposalo--to equate day care facilities with so-called
"state nurseries" operated by totalitarian governments.

The situation definitely requires legislative clarification-both as
to what authority makes the determination that an AFDC mother is
able to work or take training, and as to what circumstances are con-
sidered "appropriate" for the AFDC mother to remain at home with
her children. I personally feel that if there is no more than one Il-
legitimate child involved, the choice should remain with the mother.
In the case of several legitimate children, the younger of which are of
pre-sohool age, the choice might also remain with the mother. In all
other cases, local welfare officials, we feel, would be best equipped to
evaluate the situation, and make appropriate recommendations.

Regarding family planning services, shP rng the committee's con-
earn with the spiraling problem of Illegitimate births in our country,
we welcome this opportunity to support the bill's recommendation
that family-planning services be made available to AFDO clients.
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We are distressed to note that more financial support has not been
given in the bill to the Special Maternity and Infant Care project
grants, as administered by the U.S. Children's Bureau.

It is our feeling that this program, which has already proven its
value, is deserving of greatly increased support and expansion. Un-
fortunately, the bill's adherence to the administration's proposed in-
crease of $5 million will all be absorbed by increased medical care
costs in the centers already established, and will not be sufficient to
expand the program. We recommend an incease of at least $15
million.

With the appointment of the Chief of the Children's Bureau as
IIEW's Deputy Assistant Secretary for Family Planning, we antici-
pate greater impetus and achievement in all related Federal pro rams.

Regarding Child Health and Welfare, and other proposals for the
improvement of child health, we note tie elimination of all present
earmarked programs beginning July 1, 1968. We also note that the
bill transfers the child welfare program from title V to title IV of
the Social Security Act. No reason is given for this move. We believe
all this needs clarification.

The States would be required to assume all responsibility for proj-
ect grants beginning July 1972' and as of that (late, HEW's project-
grant authority' will lapse and funds iven directly to the States. We
quest ion the wisdom of this because thle States may not then provide
te needed money.

This would of course, directly affect the Maternal and Child Health
Prograin, andi Crippled Children's Services, each one of which func.
tions under separate State grants under the present law. As the House
Report states:

Existing requirements on States such as extending the provision of maternal
and child health and cripple children's services to make them available by
1075 to children in all parts of the State and requiring the States to pay the
reasonable cost of In-patient hospital care are continued.

As the Committee report states, the consolidation of these formula
grant programs will stimulate the States to carry out "more aggres.
sire programs of early identification of children in need of treatment,"
and we strongly support. such consolidation. In view of this proposed
consolidation, we are both puzzled and dismayed to learn of HEW
Secretary fGardner's executive order of August 15, transferring all
crippled children's programs out of Children's Bureau, to the newly
formed "Rehabilitation Services Administration."

The APO urges the Committee to use its influence with Secretary
Gardner to reconsider this transfer. Our two reasons for this recom-
mendation are: The House bill consolidated the autlhorizations for
crippled children's.programs with that of the maternal and child health
programs. The Children's Bureau is better equipped to integrate thesetwo elated programs. .Secondly, roabrlitation's administrative experience is largely lim.

cited to adults, while 75 Vercent of crit1pled childIren's caseload is com.
posed of very young children. The Children's Bureau consequently is
beer equippedto ad minister this program for such children, who need
medical care, rather than vocational rehabilitation, at such early age.

For child welfare services we support the recommended increase
from $55 million to $100 million for each fiscal year thereafter. We
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reg however, that the Committee has not seen fit to equate Federa
assisance for child welfare services with that now provided for public
assistance programs.

Concerning social work manpower, and this is my last point, relate
to the bill's proposal to prevent child abuse, neglect, or exploitation,
your committee is undoubtedly aware that while 49 out of 50 States-
now pending in Hawaii-have enacted clild abtse laws, at. the be.
ginning of this decade only one State--California-had such a statuti-
on its books. The American Parents Commnittee, which supported the
child abuse law recently enacted for the District of Columbia, pre-
sented testimony before congressional committees showing a critics
shortage of trained social workers to implement these State's statutes.

Our research which led us to file an amicus curiae brief in the Gault
case before the United States Supreme Court, also showed an alarmig
shortage of such trained specialists in the juvenile court. systems of
this country. Therefore, we both commend and support. the all too
modest authorization contained in the bill for social work manpower
training of $5 million for fiscal 1969 and each of the three succeeding
fiscal years.

Such an authorization means that one dollar is invested in social
work manpower training for every $10,000 worth of on-going Federal.
State programs

Thank you very much indeed.
The CNAIRMAIx. Thank you, sir.
(The prepared statement of Mr. Hecht follows:)

STATEMENT O OZOaOZ J. H'oIrr, CHAIRMAN, AMERIOAN PARENTS COUMITTE,
AND PUBUSHEuR, PARENTS' MAGAZINE

Mr. Chairman and Members of the Committee. on behalf of the American Par-
ents Committee, Inc., I welcome this opportunity to express our views on the
legislation proposed for your consideration. Our special concern is for those
parts of the present bill relatihg to the health and welfare of children.

The American Parents Commttee, founded twenty years ago, is a non-profl.,
non-partisan organization devoted solely to supporting Federal action for child
health, welfare, and education. (I might add parenthetically,, that Parents'
Magazine, With more than 2 million monthly paid circulation, has for over
40 years concentrated its efforts towards increasing parental responslbillty
towards the total spectrum'of needs of children.) On APO's Board of Directors
and National Council are over 100 recognized leaders in child study aznd toclal
work. Each year, at our annual Board meeting, in New York City, our legisla-
tive goals must be voted on and approved, before support of specific legislative
proposals can be authorized. At our November 10W8 meeting, the following sub-
Jects were unanimously approved for sukport in forthcoming legislation:

I. Aid'to families of dependent children.
II. Day care services.

III. Family planning services, -

IV. Child health and welfare'increases.
V. Social work manpower.

Regarding these programs I wish to state the following:

I. AID TO FAMILIES or DEPENDENT CHiLDREN

Under Title II, Section 201, we heartily commend the bill's intent to strengthen
family life; reduce the Incidence of Illegitimate births; encourage work-training
for family members over 16 when It is deemed appropriate; Increase day-care
facilities where advisable for ybung children of wbrking mothers; prOvlde
Increased protection of any child subject to neglect, abuse, or exploitation:
broadened foster-care provisions; and providing economic incentive for work.
experience, through earnings exemption for AFDO recipients.
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However, we want to record our strong opposition to the proposed "freeze",
under Sec. 208, at the present percentage of children dependent because of the
absence of a parent. It is, I believe, an unnecessarily harsh and unrealistic
fallacy to attempt to legislate the future number of children who shall be in
need of help, because of the absence of a parent from the home.

II. DAY OARE SERVICE

Certain legislative provisions, which have already stimulated widespread
discussion, would benefit from clarification beyond that already given in the
bill's accompanying report (I. Rept. 544).

At one point, the House report states:
"The States would ... have to provide day care services needed for the

children of mothers who are determined to be able to work or take training,"
(p. 10) .

and yet, much later In the report-
"The committee recognizes that In some Instances-where there are several

small children, for example-the best plan for a family may be for the
mother to stay at home," (p. 103)

The language of the bill itself emphasizes the latter point of the report, provid-
Ing that day-care services be assured-

"... only In eases In which it Is in the best Interest of the child and
the mother, and only in cases In which it is determined, under criteria
established by the State, that a need for srch care exists . .." (Sect. 422,
B-ill, p. 163)

The Committee's report also recommends that such cases be periodically
reviewed, "to see if the situation had changed to the point where training or
work is appropriate for the mother," We appeal to your Comnittee for clarifica-
tion of the key word "appropriate" as quoted In the previous sentence.

The American Parents Committee has long been on record, before this and
previous Congresses, for Increased Federal funds for day-care facilities. But
It has never been our intent-nor that, I an sure, of any legislative proposals-to
equate day-care facilities with so-called "sate nurseries" operated by totalitarian
governments. The situation definitely requires legislative clarification-both as
to what authority inakes the determination that an AFi)O mother Is able to work
or take training, and as to what circumstances are considered "appropriate"
for the AFJ)O mother to remain at home with her children. I personally feel
that if there is no more than one Illegitimate child involved, the choice should
remain with the mother. In the case of several legitimate children, the younger
of which are of pre-school age, the choice might also remain with the mother.
In all other cases, local welfare officials, we feel, would be best equipped to
evaluate the situation, and make appropriate recommendations.

IlL FAMILY PLANNING SERVICES

Sharing the Committee's concern with the spiralling problem of illegitimate
births in our country, we welcome this opportunity to support the bill's recom-
mendation that family-planning services be made available to AFDO clients,
as stated In the report:

"Family planning services would have to be offered in all appropriate
cases. States would have to develop programs designed to reduce the inci-
dence of Illegitimate births, and to establish the paternity of Illegitimate
children and secure support for them." (p. 16)

And later In the report.-
"Family planning services are to be offered to the (AFDO] recipient and,

in accordance with statements on the subject previously issued by the Secre-
tary of Health, Education, and Welfare, oan be apvpte4 or rejected
[emphasis added] in accordance with the dictates pf the individual's religion
or conscience." (V,.98),

In this regard, however, we are distressed to note that more financial support
has not been given in the bill to the Special Maternity and Infant Care project
grants, as administered by the U.S. Children's Bureau. As the Cdmmittee report
confirms:

"It is these programs that have opened the, door to family planning serv-
ices for thousands of low-income families for the first time." (p. 127)

At the same time, as we have stated in previous testimony, these programs
provide comprehensive health-care for low-income, high-risk expectant mothers,
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as the soundest possible approach to combatting mental retardation and other
congenital defects, the highest incidence of which is to be found in this economic
group. In the current total of 55 centers--both urban and rural-where these
programs have now been instituted, dramatic reductions In both maternal and
infant mortality have also been achieved.

In our assessment of this program's total value, as we have stated:
"There is perhaps no more effective way to provide for the sustained

quality of America's future, than by helping her new born citizens to a
healthy start in life, with the assurance that these new born will be wanted
both by their parents and by sootety. The tragedy of unwanted and rejected
children is a causative factor in juvenile delinquency, as confirmed by the
report of the President's Commission on Law Enforcement. Among the Com-
mission's major recommendations for dealing with the problem of juvenile
delinquency is providing the availability of family planning assistance."

It is our feeling that this program, which has already proven its value, is
deserving of greatly increased support and expansion. Unfortunately, the bill's
adherence to the Administration's proposed increase of $5 million will all be
absorbed by increased medical care costs in the centers already established, and
will not be sufficient to expand the program. We recommend an increase of
at least $15 million. With the appointment of the former Chief of the Children's
Bureau as HEW's Deputy Assistant Secretary for Family Planning, we antcl.
pate greater Impetus and achievement in all related Federal programs.

IV. OHILD HEALTH AND WELFARE

Regarding other proposals for the improvement of child health, we note the
elimination of all present earmarked programs beginning July 1, 1968. We
also note that the Bill transfers the Child Welfare program from Title V to
Title IV of the Social Security Act. No reason is given for these moves. We
believe that all this needs clarification. The States would be required to assume
all responsibility for project grants beginning July 1972; and as of that date,
HEW's project-grant authority will lapse and funds given directly to the States.
We question the wisdom of this because the States may not then provide the
needed money.

This would, of course, directly affect the Maternal and Child Health program,
and Crippled Children's Services, each one of which functions under separate
State grants under the present law. As the House Report states,

"Existing requirements on States such as extending the provision of
maternal and child health and crippled children's services to make them
available by 1975 to children in all parts of the State and requiring the
States to pay the reasonable cost of inpatient hospital care are continued."(p. 126) ..

As the Committee report states, the consolidation of these formula grant pro-
grams will stimulate the States to carry out "more aggressive programs of early
identification of children in need of treatment," and we strongly support such
consolidation. In view of this proposed consolidation, we are both puzzled and
dismayed to learn of HEW Secretary Gardner's executive order of August 15,
transferring all crippled children's programs out of the Children's Bureau, to
the newly-formed "Rehabilitation Services Administration." The APO urges
the Committee to use its influence with Secretary Gardner to reconsider this
transfer. Our two reasons for this recommendation are: The House Bill con-
solidates the authorizations for crippled children's program with that of the
maternal and child health programs. The Children's Bureau Is better equipped
to integrate these two related programs. Secondly, Rehabilitation's admintstra-
tive experience is largely limited to adults, while 75 percent of crippled chil.
dren's case-load is composed of young children. The Children's Bureau conse-
quently Is better equipped to administer this program for children.

For Child Welfare services, we support the recommended increase from $55
million to $100 million for fiscal 1969, and the recommended $110 million for
each fiscal year thereafter. We regret, however, that the Committee has not
seen fit to equate Federal assistance for child welfare services with that now
provided for public assistance programs.

V. SOL WORK MANPOWER

Concerning the bill's proposal to prevent child abuse, neglect, or exploitation,
your Committee is undoubtedly aware that, while 49 of our 50 States (now
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pending in Hawaii) have enacted Child Abuse laws, at the beginning of this
decade only one state -allfornia-had such a statute on its books. At the
time of a special editorial on this subject In Parents' Magazine written by the
Chief of the Children's Bureau for November 1964, less than half of the states
had enacted such laws. Six months later, the number had more than doubled,
rising steadily to virtually complete coverage. However, testimony prepared by
the American Parents Committee in support of the proposed Child Abuse law
for the District of Columbia showed that In nearly all States, there continues to
be a crippling shortage of trained social workers, a situation that Inhibits these
statutes' effectiveness. More recently, our research leading to APO's amicue
curiae brief of the Gault case before the U.S. Supreme -Court has confirmed the
alarming shortage of such trained specialists in the juvenile court systems
throughout our country. We therefore both commend and support the all-too-
modest authorization contained in the bill for social work manpower training
of $5 million for fiscal 1969 and each of the three succeeding fiscal years. As the
Committee report confirms,

"The successful operation of public welfare as well as many other pro-
grams Is dependent upon sufficient number of trained social work per-
sonnel ... The distribution of social workers around the country Is uneven
and although all parts of the Nation have a shortage, in some parts the
shortage Is critical." (p. 110-111)

As we have already noted, such an authorization means that one dollar Is
Invested in social work manpower training for every ten thousand dollar's
worth of ongoing Federal-state programs.

Finally, In relation to my testimony today, I hope your Committee may
find It helpful to examine the following attachment, representing a Resolution
passed unanimously at APC's last national Board of Directors meeting in
November 1968.

Thank you very much for the privilege of appearing before your Committee
today.

RESOLUTION OF THE AMERioAN PARENTS COMMIKTTE IN SUPPORT OF THE U.S.
CHILDREN'S BUREAU AoTiviT's

Whereas, The President of the United States has urged that all appropriate
measures be adopted to lower our country's infant mortality rate, which in the
past year was 24.8 per 1,000 live births and exceeded 100,000 cases, ranking the
U.S. twelfth among those countries In the world attempting to reduce their Infant
mortality rate; and

Whereas, The U.S. Children's Bureau has long been designated by the Congress
as uniquely quallfLed to administer federal programs to combat Infant mortality,
to promote maternal and child health and child welfare, and youth development;
and

Whereas, The incidence of infant mortality and the hazards of pregnancy
occur most frequently In low-income families whose children comprise one-third
of our nation's child population, concentrated in large cities or depressed rural
areas; and

Whereas, To combat these problems, the U.S. Children's Bureau now has 52
comprehensive maternity and Infant care projects Including those In our ten
largest cities, under grants from the 1963 Maternal and Child Health and Mental
Retardation Planning Amendments, which amendments will expire on June 30,
1968; now, therefore

Be it resolved: That the Board of Directors, acting in its fall meeting on be-
half of the American Parents Committee, Inc. express Its support to the appro-
priate Committees of the 90th Congress, of new amendments to Title V of the
Social Security Act which would emphasize the purpose of reducing infant mor-
tality; "support Intensive-care units in hospitals and follow-up care for Infants
In the "high-risk" category; and provide an appropriate increase in federal funds
in order to extend the above projects to other major cities and rural areas; and
respond to Increased patient load; and

Be it further resolved: To stimulate a coordinated attack by the States on
these problems, taking Into account the steadily rising costs of medical care, and
the increased costs of administration of the 1965 amendments to the Social Secu-
rity Act, that the Maternal and Child Health Services provisions of this Act be
both extended and appropriately broadened; and
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Be it further resolved: That this Act's provisions of Services to Crippled Chil-
dren be similarly extended and broadened, so that both Services may be made
available to all parts of the States by 1975, as required by law; and

Be it further resolved: That a new provision be made in the Social Security
Act, for the daily group care of those children so severely retarded that they can-
not be accepted in public school programs for retarded children, with expanded
emphasis on research relating to maternal and child health and crippled chil-
dren's programs that hopefully, will prevent many such instances of retardation
in future generations; and

Be it finally resolved: That the American Parents Committee, Inc., through
appropriate action by its.Board of Directors, record our continued opposition to
any proposals to attenuate or transfer these or any other programs administered
by the U.S. Children's Bureau; and we hereby reaffirm our appreciation for the
dedicated spirit, imaginative and compassionate approach, and skilled adminis-
tration of the U.S. Children's Bureau on behalf of our nation's children.

For the American Parents Committee, Inc.:
GEORGE J. HEoHT, Ohalrtnan.
MARTHA M.-ELTOT, ViCe Ohairman.
BARBARA D. MCGARRY, Executive Director.

NOVEMBER 15, low.

The CHAMMAN. Now, the next witness will be Mr. William D. Ginn,
president of the Cleveland Welfare Federation.

STATEMENT OF WILLIAM D. GINN, PRESIDENT, THE WELFARE
FEDERATION OF CLEVELAND

Mr. GixN. I am William D. Ginn, a practicing lawyer in Cleveland,
Ohio, and the president of the Welfare Federation of Cleveland. I ap-
pear in support of two amendments proposed to the Social Security
Amendments of 1967; namely, amendment No. 294, sponsored by Sena-
tor Frank E. Moss and others and amendment No. 298, sponsored by
Senator Edward M. Kennedy and others.

The welfare federation is a nonprofit organization which brings to-
gether more than 200 organizations for the purpose of community
planning in health and welfare in the Cleveland metropolitan area.
The federation has had a long history of concern and activity in the
field of improving nursing home standards and practices. Approxi-
mately 3 years ago, the federation embarked on an intensive study of
the expanding nursing home industry with the objective of assuring
that our ever-increasing numbers of ill and elderly citizens would
have quality care available as needed.

It has been common knowledge for years that the conditions in many
nursing homes are deplorable. It had been our belief, until several
years ao, that these conditions were traceable to a low level of pay-
ments for welfare patients and minimal licensing by State govern-
ments. These myths were shattered by our study.

The conditions we found paralleled testimony from the hearings
held in various parts of the country by Senator Moss' Subcommittee
on Long-Term Care. We were also familiar with the General Ac-
counting Office's report of abusive practices in nursing homes in
Californ a. We arrived at the conviction that the Federal Govern-
ment is not getting full value for the money going into nursing home
care; that the problem is national in scope; and that real improvement
will come only through Federal legislation directed to enhancing the
quality of care actually received by the patient. We believe the amend-
ments proposed by Senators Moss and Kennedy make significant con-
tributions to this result and should receive your support,
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THE WELFARE FEDERATION'S NURSING HOME STUDY

The actual facts developed in the federation's Cleveland area study
are now well known. The study was the subject of testimony before
the House Ways and Means Committee this spring by Mary Adelaide
Mendelson, our planning consultant on nursing homes. Re pattern
of deficiency developed in her testimony comes through all too clear:

Nursing homes operating day after day in open violation of the
State licensure program.

Welfare recipients placed in nursing homes at the rate for maximum
nursing care, regardless of the pat cents actual needs.

Physicians in some instances limiting patient visits to the number
permitted by reimbursement policies rather than as required by the
patient's condition.

Podiatrists being compensated for routine care which has already
been included in the nursing home compensation rate.

Drugs purchased but not necessarily used by the patient for whom
they are alegedly prescribed.

patient's personal expense money not accounted for by the nursing
home operator.

Mrs. Mendelson's statement to the House Ways and Means Com-
inittee dealt in detail with such deficiencies as these. For convenience
we ask that a copy be made a matter of record in this hearing.

The important point for present purposes is what has happened
since Mrs. Mendelson's appearance this spring before Ways and
Means: Federal and State authorities, prompted by our findings,
have conducted their own independent investigations and have con-
firmed the need for corrective measures.

THE GENERAL ACCOUNTING OFFICE'S OHIO REPORT

First there was the General Accounting Office report. At the re-
quest of Senator Moss the General Accounting Office made an inquiry
into alleged improper practices in providing nursing home care, medi-
cal services, and prescribed drugs to old-age assistance recipients -in
the Cleveland area. In April GAO confirmed that conditions, such as
our report described, do in fact exist., aiid that the policies and pro-
cedures of the State of Ohio enable this to take place.

Then the Department of Health, Education, and Welfare visited
Columbus, a flurry of activity o.'curred and no evident progress has
been made.

THE STATE HEALTH DEPARTMENT REPORT

The Ohio State Health Department issued a report praising its own
program as rigid enforcement of nursing home regulations, and in
doing, so, ignored the GAO finding of 61 homes showing a totai of
312 violations relating to patient treatment and care. The health de-
partment cited as its evidence of rigid enforcement that seven homes
ad closed, or were closed, in Cuyaho a County. But we know that

one of these closed at one address and opened at another; that an-
other home named has never been heard of by p-ersons involved in the
i)lacement of patients and isn't listed in any directories or telephone
books; and, in short, none of these homes was closed by reason of
enforcement of regulations pertaining to patient care.



SOCAL SEOUIY 'AMENDMNNT8 OF 1967

THE STATE WELFARE DEPARTMENT REPORT

More recently, the Ohio State Welfare Department announced the
findings of a four-man staff committee named to investigate the GAO
report. The welfare department is solely responsible for overseeing
the actual care provided public assistance patients. The GAO had
found one pharmacy billing for drugs to patients deceased and already
removed from the welfare rolls. The GAO had found indications of
vendors being paid for services which, if performed, may not have been
necessary. The GAO had found one physician who was paid for 79
patient visits at several homes over a 80 inile area, all on one Sunday.

The welfare department report says "nonsensew-the staff investi-
gated and found no irregularities". Y&t in the next breath the welfare
department committee acknowledged and recommended:

That doctors be required to sign personally any order for a
prescription;

That pharmacists obtain receipts from nursing homes upon de-livery oJ drugs. .Tivat doctors required to bill for the specific date on which

services are provided; and
That the services of podiatrists be provided in nursing homes

only on recommendation of a medical doctor.,
One is left to conclude that the GAO report- has been validated

by the State's own investigations, yet the GAO's recommendations of
basic procedural protections, such as postauditing of vendor bills, will
apparently remain unheeded.

CUYAHOGA GRAND JURY REPORT

Finally, there is the matter of the Cuyahoga County grand jury's
investigation. The welfare federation has be6n seeking correction of
nursing home problems, not criminal indictments--thie welfare fed-
eration is not equipped with either the powers or the authority of an
investigating body. Nevertheless, when the grand jury decided to in-
quire, we turned over our information and the GAO report as well.

The grand jury on July 8 issued its report in the form of a letter
from the foreman to the presiding judge. No indictments are returned.
The report, less than a page and one-half long, covers only two factual
matters, one pertaining to nursing homes presumably closed by the
State and the other being an actual case referred to by Mrs. Mendelson
and investigated further by the grand jury. Unfortunately, neither
factual statement is at all accurate..

First, the statement is made that 81 homes were closed in Cuyahoga
County between January 1, 1965, and October 1966 for not conforming
to standards set by the State; and the grand jury considered this quite
significant. We would agree, if it were true. There are approximately
90 nursing homes in Cuyahoga County. During the periodin question
not 81 homes were closed in Cuyahoga County, but only eight. And it
is doubtful whether any were closedby enforcement of standards re-
lating to patient care-most of the eight simply went out of business
due, -or example, to retirement of the manager or relocation of the
operation.

Second, with respect to the case of the man who has been receiving
aid-for-the-aged reimbursements as an M.D., the grand jilry report

AD6
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states that "records in the office of the aid for the aged, who employed
this man, do not indicate that he was an M.D." This is simply not the
fact. We understand that since the issuance of the grand jury report
the GAO has gone back to Ohio, has reviewed the records and has fund
that during the period from December 1965 to June 1967 the man in
question was in fact, carried in the records of the aid for the aged as an

.D. We are at a' loss to understand how the grand jury could have
been misled in its own investigation.

Since neither, of the grand jury's factual statements is accurate, we
are inclined to doubt the thoroughness of the investigation which it was
able to accomplish. Nevertheless the grand jury did recommend that
there be "tighter and more frequent inspection' and "more rigid en-
forcement of present regulations." This is a conclusion with which we
wholeheartedly agree; and the grand jury is fully supported by the
findings of the GAO. I

As for the grand jury's failure to indict, this is, of course, the
prerogative of the jury. The fact remains, however, that the GAO
report was in the hands of the grand jury and we believe it is sig-
nificant that the grand jury did not challenge any of the GAO findings.

This experience with the grand jury has served to underscore again
the urgent necessity for legislation which will provide basic jurisdic-
tion at the Federal level where much of the needed expansion and
improvement in nursing home services will originate under the finan-
cial impetus of social security benefits. This important objective can
be achieved through the Moss and Kennedy bills.

THE MOSS BILL, AMENDMENT 294

We support the Moss bill, amendment 294, because it provides a
number of ingredients which are necessary, as we see it, if the Federal
commitment to decent nursing home care is to be meaningful to
patients, taxpayers, and the nursing home industry itself.

First, we have no quarrel with the fact that licensing of homes is
properly the function of the State. But the Federal Government has
the right, and as we view it the duty, to require certain basic stand.
ards such as that nursing care be supervised by a professional regis-
ted nurse, that special diets, medically required, bi provided under a
trained dietitian and that each patient be permittedthe services of his
own physician. in short,'a nursing home professes to be a health factil-
ity and should be so operated and regulated. Amendment 294 provides
exactly this. I

Second, we also have no quarrel' with the fact that nursing homes
should be 'reimbursed for the degrees of care they must provide. But
the Federal Government has the right, and as we view it the duty, to
insist that the degree of care for which payment is being made actually
be provided the patient and that the cost reimbursed be reasonable.
These are important concepts. One witness before the, Senate Sub-
committee on Long-Term Care testified that in 1963, inMassachusetts,
nursing homes operating at welfare rates figured on $1,000 profit per
year per bed. Amendment 294 provides that the Federal Government
pay reasonable costs, and protects this concept with audit rights, limi-
tations on high-interest, long-term capital loans and disclosure of the
identity of operators and owners.,

88-281 0-47-pt. 2-18
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Third, many of the most grievous problems in the nursing home
industry stem, in our judgment, from the fact that State inspections
are concerned almost exclusively with the physical facility-not the
patient's care-and the caseworker's job is to check the financial eligi-
bility of the welfare patien not the level of care needed by the pa-
tient. Federal funds theoretically support differing degrees of care,
as needed by the patient. Amendment 294 provides' the necessary
protection in the f6rm of medical review teams who will assure that
proper care is provided and that no higher degree of care is being
reimbursed to the nursing home operator. I _

Fourth, if our experience over the last year has taught us anything
it is this-that in spite of a reasonably good State licensing program,
Federal funds are continuing to subsidize open and actual violation
of State standards and policies by particular homes. This has been
confirmed to all by the GAO report and those that followed from the
State health department and welfare department. Amendment 294
provides the necessary incentive for the prompt correction of viola-
tions in the form of withdrawal of Federal matching funds until
compliance is complete.

THU KENNEDY BELL, AMENDMENT 298

As will be' evident from the foregoing, our conviction is that the
Moss bill (294) provides an important addition to the social security y
package. We are similarly of the view that Senator Edward Kennedy s
Amendment 298 deserves your support. The public needs assurance
that nursing homes licensed by the State and financed partly through
Federal funds are managed by persons of good character and with
proper qualifications for their job. It is significant that over half the
welfare patients in nursing homes in Cuyahoga County are without
any relatives whatsoever and we believe this is typical of other areas
throughout the Nation. Senator Kennedy's amendment would make
it mandatory for the State to establish qualifications and to license
the operator as well as the home. We view this as a necessary and
desirable protection.

CONCLUSION

It is not often that an oppo#unity arises such as this to make basic
changes in a significant area of Federal expenditure. Robert J. Myers,
Obhie Actuary of the Social Security Administration, in his testi-
mony before this committee last week disclosed that the original esti-
mate for first-year costs under mediare for nursing home services
of $25 to $50 inillion will likely run closer to $250 to $300 million.
(And if one includes tax funds going into nursing home care under
public assistance programs, the total tax commitment State and Fed-
eral is closer to $1 billion.) In view of these costs no one can doubt
the importance of the nursing home business to the Federal taxpayer.

There are excellent nursing homes and fine operators. But the evi-
dence is irrefutable that there are basic problems pervading the, in-
dustry and there is no indication after 10 years of phenomenal growth
that the cure will be'automatic. Before further Federal funds are com-
mitted, Congress should provide the basic conditions under which the
anticipated growth will be healthy and in the public interest.
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The Moss and Kennedy amendments provide the needed basic legis-
lation and we urge your support of them.

The CHAutmuw. It seems to me that what you are advocating here
is a higher standard of care in these nursing homes, and that there bebetter assurance that the care is tailored to the patient's needs

Do you have any evidence that the conditions and the irregularities
that you found in Cleveland exist elsewhere in this country?

Mr. "Grzi. Well, Senator, the hearings of the Senate Subcom-
mittee on Long-Term Care developed comparable information in
other parts of the country.

In addition, the GAO report on California confirmed a comparable
situation to that which was developed by the GAO in its checkup on
the State of Ohio.

We have a conviction that this is a nationwide problem
The CHAMMAN. I suspect that you are right about that, and we

are going to take a look at it.
I notice that you say that one of the witnesses before the Senate

Subcommittee on Long-Term Care testified that in 1963 Massachusetts
nursing homes operating at welfare figures figured on $'o)00 profit
for a year per bed. That really ai pears to be a rather extreme profit,
does it not, for someone in that business I

Mr. GixN. Senator, you take a 250-bed nursing home-and there
are many of those around the country-and that is a tidy sum, $250,000pure profit per year.,• .

I do not think we are trying to exercise a judgment on what is a
reasonable cost but one of the important ingredients of the Moss bill,
and I think it is an ingredient which is of interest to this committee,
is that concept; that there should be reasonable costs, and that you
should only le paying as far as the Federal Government is concerned,for care that is actually received in those nursing homes. Our investi-
gation in Cleveland developed enough facts, we feel, that warrant this
kind of Federal legislation.

The CHAntxAN. I have some suggestions from some people that
there ought to be a way where people could have the benefit of themoney that is available to provide them nursing home care and if they
have additional resources to p ay that they might be able to pay some-
thing extra and have better facilities available to them. Do you have
any thoughts along that line I

Mr. GINN. If I understand you correctly, Senator, this would be a
concept of supplementation ?

The CHATRMAN. Yes; that is right, have the benefit of what the
nursing home--in other words, sort of a super nursing home or
something better than what you can provide with the funds we have
available.

I just wondered if you had given any thought to that, as to what
people might be able to provide if they were able to pay, perhaps,
twice, what the Government would pay otherwise. If they wanted
something better they could provide it forthemselves. •

Mr. CGn.r I really feel, personally, that the Government is com-
mitted to a needs test here as it is in much other legislation, and if
the need is there for support, that is one thing. If the need 's there,
then I see no point in the Federal Government allowing a supple-

969



SOCIAL SECURITY AMENDMENTS OF 1967

mentation over and above what is necessary for the basic degree of
care that the Government sponsors.

The important thing in this legislation, as we see it, is the objective
that the money the Federal Government pours into the nursing home'industry go for adequate care and not. for inadequate care.

The CHAIRMAN. Right.
Now, you indicate disatisfaction with the findings of the Cuyahoga

County grand jury. Did you have any evidence that the jury did not
thoroughly consider Mrs. Mendelson's charges?

Mr. GiNN. Well, No. 1, Mr. Chairman, the charges so-called, of
Mrs. Mendelson's were not made in the context of seeking criminal
indictments. We are seeking adequate nursing home care.

Now, the grand jury did take the opportunity to investigate, and
I would like to attach to my statement the actual report of the grand
jury. It is in the form of a letter that passed between the foreman of
the grand jury and the presiding judge of the criminal court, and it
is less thana pae and a half in length.

I think that-letter almost speaks for itself, Senator. The type of
investigation which is reported there is very cursory compared to the
problem involved, and the reason why we feel dissatisfied with the
report of the grand jury is that on the two factual matters that the
grand jury refers to, in neither one of those factual matters actually
is the grand jury correct.

In other words, they said that nursing homes had been closed by
the State of Ohio in Cuyahoga County, and they cited 81 homes in a
given period and they said that was for not conforming to standards
set by the State. The grand jury, of course, felt that was quite
significant to close 81 homes.
Well, the fact isi Senator, that it simply is not. true. There are only

80 nursing homes in Cuyahoga County and only eight of them were
closed in that period andthose eight were not closed b reason of any
failure to comply with standards or by enforcement of State standards.
They were closed simply because some of them went out of business, the
manager retired, the home moved to another location, and it was
counted as a closure even though it. opened elsewhere, and so forth.
So on that point the Cuyahoga grand jury was simply wrong.

6 n the second point, which involved the aid for aged reimbursement
of a man who purported to be a medical doctor, the grand jury says
that they investigated the aid for aged records and they could not
find any indication in the aid for aged records that he purported to be
a medical doctor.

Yet we understand that since the issuance of that report, the GAO
has gone back into Cuyahoga County and to Columbus, they have re-
viewed the records and they have found that the records are there,
and that during te period December 19065-June 1967, this man is
shown as a medical doctor on the records of aid for the aged, although
he is admittedly not a medical doctor.

So1 when you have the only two factual things that. the grand jury
mentions being dead wrong, we question the accuracy of the whole
re.rt". .

Moreover, as you will note from my statement, the grand jury, even
as it said in one breath there was nothing wrong, came out and made
recommendations for better enforcement, tighter policies on the part
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of the State. So, it is somewhat anomalous that they would do that if
there was not anything to be found in the investigative process.

The CIFAIRMAN. I want to commend you and commend your federa-
tion for the good work they have done in this area. I hope that someone
can stir up civic organizations in my own State to do more of this type
of thing.

We pay taxes and provide money to try to look after people who are
sick, people who need care and need help, and it is just outrageous to
find that after we pay for it someone victimizes them makes a big
profit and exploits the sick, the poor, for their own selfsh advantage
at. taxpayers' expense. Those kinds of things are just outrageous.

I have been very disappointed that every State, to my knowledge,
including the one I have the privilege of representing, is doing a job
of providing care for mental patients that just cannot pass muster if
any civic group goes and takes at look at it. It just won't do it. Every
one I have seen provided by State government is a disgrace to the
country. I guess the Federal hospitals provided for veterans' care
would be an exception to that. I have been so dismayed just to see, for
example, what. is being done in mental institutions where in so many
casesthey are just he ing those people together, to separate them from
society rather than to provide them with some care and some treatment
which they desperately need.

So what you have done here, I think, is a very fine thing, and I urge
you to keep it up, and I assure you that. we will carefullylook at these
recommendations.

Is it the Kennedy-Moss bill or the Moss-Kennedy bill f It has two
good Senators sponsoringit who are in agreement with you. But that
will be thoroughly considered in the committee.

Mr. GiNN;. Mr. Chairman, as you note in our statement, we are in
favor of both of those bills for the reasons we have outlined.

I would like to ask that the chairman make a part of the record here
also the statement of Mrs. Mendelson, which goes into the abuses. This
was the statement given before the House Ways and Means Committee,
I did not include that as part of the detail in this statement for the
reason that I wanted to save the Senator's time this morning. But her
statement is available and we can make it available to counsel along
with the grand jury report which would complete the attachments.

I have just one other item I would like the Senator's permission to
mention.

The CHAIRMAN. Ye&
Mr. GizN. There is the impression, possibly that once you expose

abuses by publicity: such as was done as a result of Mrs. Mendelson's
statement last April, that something will be done about it, and that
concrete results will occur. I

We have outlined in our statement the reasons why we feel that
thos6 results did not occur in Ohio. I would mention just one specify
instance, for example, that came to my attention within the last week,
of a woman who put her mother in a nursing home. At the time, accord-
ing to the woman's own statement to me, her mother'was living in a
four-room apartment. , , 1 0

She was doing her own laundry, plus the laundrT of a former neigh-
bor; she had a god appetite' she weighed approximately 150 pounds.
She was able to dress herself, take care of herself, fix her own meals,
and so forth.
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She was put in a nursing home because she was getting senile, and
she was so independent that she would not live with any of her thie
children. During the first week-and this was only in March of this
year-the woman was not permitted to see her mother at all, and when
she came after the first week she saw a dramatic change in her mother's
appearance and in her attitude. She was meek; sie seemed somewhat
weak; and within a short time it became apparent that she was having
heavy medications. There was a lot of denial back and forth between
the nursing home operator and the doctor as to whether the media.
tions were being given or not, and there was no explanation for the
purpose,

In a little more than a month this women lost the effective use of her
facilities; her dentures had not been clewmied; her gums became swollen
and sore; and she-lost the ability to fwd herself and to dress herself.
Her glasses were taken away, and within a matter of 4 weeks after she
had appeared at the door of the nursing home they were strapping her
in bed in order to keep her quiet, in order to keep her out of harm's way,
as the operator would say.

Finally, in desperation, the woman attempted to remove her mother
from the nursing home, and she did so early in June, and this is less
than 4 months after the woman had gone to the nursing home. Finally,
realizing that her mother was literally dying, she got an ambulance,
went to the nursing home, took her mother to the emergency room of a
private hospital, and there her mother was admitted unconscious,
with a temperature, with pneumonia, with bedsores on her buttocks,
a virtual skeleton.

She lasted only 5 days, never came out of her coma, and the death
certificate reads, "Death by terminal bronchial pneumonia dehydra-
tion, and malnutrition." The undertaker said she weighed less than
100 pounds at the time they buried the woman.

This happened in less than 4 months. This womnn was a patient
receiving the aid from the State of Ohio under the public assistance
program. The case was referred to the State by the woman herself. She
did not come in to us until after the ftrustrations of the whole thing.
Her mother died, but during her mother's lifetime she was at the doors
of the State trying to get them to see what was happening to her
mother. Her pIeas went-well, of course, there were polite letters.
There was a letter, for example, from the State nursing home licen-
sing administrator saying, "As you know, unsatisfactory conditions
in nursing homes cannot be corrected overnight," and recommending
to this woman to see "if your mother can be moved to another nursing
home where satisfactory care can be given."

This particular example arose after the State had cleared the
nursing home program by the reports that have been brought to the
attention of this committee and also the Senate Subcommittee on Long-
Term Care, and the House Ways and Means Committee.

So, our feeling, Senator, is that where you have real questions-
and we do believe that there are real questions, of adequacy of care
throughout the country-we need basic Federal jurisdiction estab-
lished-by law. The Federal Government here is spending a tremendous
amount of the taxpayers' money, and we feel that it is incumbent upon
the Federal Government to get real value for the money that it is
spending.
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It is not often that we have this opportunity, really, to come to the
Committee on Finance without asking for money. That we are not
doing

As enator Moss indicated, his bill seeks to be sure, to assure, that
tile Federal Governmnent gets value for thle money that it is spending,
and that the money that it is spending goes for adequate nursing care.
We feel very strongly that the provisions in the two bills will con-
tribute to tht result.

The CHAIRMAN. Well, I appreciate your testimony.
Mr. GixN. We support them.
The CHAIMAN. I appreciate your bringing this to the attention of

the committee We will certainlylook into it.
As you realize, I am sure, the purse of this whole program is to

help people who otherwise mightbe left in the very kind condition
that you say these people have found themselves in. The purpose was
not to let somebody make a killing by victimizing a lot of poor, old,
unfortunate people or sick people.

The purpose of the program is to provide these people with care and,
frankly, if what. you describe here is prevalent in other States, then
I think it is time we make a real major effort to clean all that mess up
and straighten it out.

So we will certainly take a good look at it.
May I say that is one reason I wanted some additional people on

this committee staff, so that they could help me on some of this.
It is sort of depressing to go through some of the nursing homes

because a lot of these poor people are bedridden and will never be able
to get about again. At the same time, we do want to have good care
for them.

Thank you very much.
Mr.-G iN N.Thank you, Senator.
(The attachments Mr. Ginn referred to follow:)

STATEMENT or Mu. MARY ADILAIDE MsNDELBON, ASSOoIATE EEouTrV SwavrAay,
THE WasA FKDERTIoN or o EAN), Bmroau T Holus WAys AND MEANs

I am Mary Adelaide Mendelson, Associate Executive Secretary of The Cleve-
land Welfare Federation. I am speaking neither for nor against HR 5710 In its
present form. Rather, I have accepted this opportunity to speak on the issue of
whether HR 5710 ought to be revised to deal directly and explicitly with the
problems of nursing home eare; and it is my conviction-for reasons which will
be explaine4 shortly-that a revision must be made in order to protect the
financial Intbrest of the Federal government and the human interest In decent
care for nursing home patients.

Present with me today Is Richard H. Streeter, who Is counsel for The Cleve-
land Welfare Federation. -7%6 Federation Is a noa-profit organization which
assists in the planning and coordination of private and public health and welfare
effortlY in readerr Cleveland. Approximately tWo and one-half years, ago I was
employed by the Federation to work in the area of Improwing nursing home
standards and practices. During the course of this assignmeta detailed study
was undertaken of nursing home care. The report which has been assembled, of
which this Is a copy, has been placed In the hands of the Chief counsel f0r this
Committee. Because the report details factual practices of specific nursing homes,
we desire to maintain the confidentiality of its contents. But we would be pleased
to discuss It at greater length in executive session should the COmmittee deem
this appropriate or desirable,

Nwl 8s"r FOne Arrtm"N? BY HOUSE WAYS AND MEANS OOMluiT TOMet"~ a1oux 8XV18ron IN H.L Mo
Our work in the nursing home field has led us to the conviction that there is

a genuine nbed for this Committee to be Informed about and alerted to the real
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facts and issues In the field of nursing home care. The specific Federal financial
interest is in Medicare, the health program under Title XIX, Old Age Assistance
programs under Title I and Veterans financing programs. Enormous sums are
being spent through these programs on patients in skilled nursing homes. There
is, we believe, serious doubt whether you, the Federal government, are In fact
purchasing the kind and quality of care you think you are purchasing.

You are entitled to ask, for example, whether some of the physicians' serv-
ices you ai'e purchasing have in fact been furnished-we believe not.

You are entitled to ask whether some of the pharmacies you support finan-
cially have actually supplied necessary and proper medications for which they
were paid-we believe not.

You are entitled to ask whether Federal vendor payments in the amount of
at least $212,000,000 annually are buying either the quality of care you have a
right to expect or, in some instances, even the care itself-we believe not.

We are prepared to substantiate our convictions and to offer to the Committee
suggestions for amendments to protect Federal interest and the nursing home
patients. First, however, it would be well if the Committee were to understand
fully the nature of the nursing homes we are discussing and the patients who
are being served by them.

DESCRIPTION OF SKILLED NURSING HOMEQ AND THEIR PATIENT POPULATION

There is a surprising lack of real understanding of the skilled nursing home
business. When I speak of skilled nursing homes, I am talking about homes
which advertise and provide what is known as "skilled nursing care." Most, and
I mean almost 1000, of the patients are over 65 and probably over 70. One half
to 60% receive Old Age Assistance benefits. In the Cleveland area, 539 of the
public welfare patients have no family. Even where there are relatives, the
patient frequently does not see them. These patients are, in other words, alone.
This fact is important because there is no one interested in protecting or de-
fending most patients. Their stay at the skilled nursing home will average be-
twden two and three years, and it terminates with death. They are not rehabill-
tated; they do not return to the community; and, as I understand it, medical
science today does not know how to rehabilitate them.

Some people refer to these patients as needing "custodial care", meaning just
general supervision. It is a fact, however, that large numbers of these patients
ar'e on prescription medications; they need help with bathing, dressing and
walking, all of which require some skill in handling; and in general they are
sick but not so acutely as to be hospitalized.

Contrary to popular belief, many of these people go into a skilled nursing
home from their own home-or at least not from a hospital-and are placed
there in approximately one half of the cases by the Old Age Assistance case
worker. This case worker is required by law to be concerned with the financial
needs of the patient more than with the individual's total welfare. And under
prevailing law and existing practice the worker will not see the patient for
another year at the very best.

The nursing homes, Which I am reluctantly describing, will have both private
and welfare patients. They will have patients requiring Intensive care and pa-
tients needing only sone supervision. In fact, many of the younger ones or those
under 65 are really only alcoholics, but the community has no better plan for
them than confinement in a skilled nursing home.

Some of these nursing homes, although not a large number, have been certified
as extended care facilities. In other words, the extended care facility and the
skilled nursing home may be the same place, and these homes are not merely
rest homes or boarding homes, or custodial homes; and the patients constitute a
mix--a mix both physically and financially. It is also well to remember that the
patient himself is not "static." He can only move downhill physically, demand-
ing more skilled care; and he can only move down financially, even eventually
becoming a welfare charge.

UNBELIEVABLY POOR OAS BEZNG PURCHASED BY FEDERAL FUNDS

'This then Is the setting. The care furnished is often unbelievably poor. There
are many examples but suffice It to relate one story only. A state inspector re-
ported finding that a particular home, having served a light supper at 4:00 p.m.,
made no provision for breakfast for Its 40 patients, approximately 20 of whom
were bedfast, and almost all of whom were public adistance recipients. Your
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money paid ifor these unserved meals; and there is evidence that such poor care
is all too commonplace,

LOW PUBLIC ASSISTANCE RATES AND MINIMAL STATE REGULATION ARN NOT
RESPONSIBL

EE 
FO POOR AOA

It Is a common belief, once shared by The Welfare Federation, that deplorable
conditions in many nursing homes were due primarily to two factors:

1. Low public assistance rates paid for the care of the many welfare
patients;

2. Minimal licensing regulations on the part of state governments.
We now know from our extensive study of nursing home conditions that these

premises are In error-that poor care will not necessarily disappear if assistance
rates are higher; and the conditions persist in spite of regulations which are
hardly minimal-the regulations in Ohio and some other states do not differ
measurably from the Medicare Conditions for Participation.

It Is necessary to point out, moreover, that some homes provide good care In
spite of the many dimcultkes inherent in performing well As for the prefonder-
ance of homes with the largest number of patients, their operators are not doing
a good job. In fact Mr. Chairman and members of the Committee, they are not
only doing a poor job but they are to some extent, defrauding the government by
not delivering the service forwhich you are paying. ,

What then are some of the factual areas where inquiry by this Committee
seems warranted?

PHENOMENON OF MULTIPLYING BEDS IN SPITE or LOW RATES

One subject of interest is the phenomenon of the multiplying of skilled nursing
home beds in spite of the large number of welfare patients and attendant low
rates. In the Cleveland area, as of January 198, in a four-year period only 9 homes
out of 86 had closed, 13 new homes had opened, and one-half of the 50 homes with
whom I have had contact have expanded or plan to expand. I suggest that a pro-
prietary business does not remain in business if it is losing money. Who, one won-
ders, is financing these homes? The Senate Subcommittee on Long-'lrrm Care
found examples of some questionable financing deal involving high interest rates.
Indeed, the hearings and other reports which the Senate subcommittee has would
provide data that should be most useful to anyone conscious of and concerned
about the amount of public money spent for skilled nursing care.

RATES AND COSTS

It should be mentioned that even some homes concentrating almost 100% on
welfare patients are expanding in spite of what is considered impossibly low
rates. Several nursing home operators-two of whose facilities are now certified
extended care facilities-gave me quite revealing stories on their costs--and quite
a different story from the usual one. Two claimed their costs, including payments
on the mortgage, were below $200 a month per patient; and one-a new facility-
claimed costs were below $300 a iponth. As extended care facilities, they will be
getting mopt likely in the neighborhood of $540 a month from Medicare. Under
Title XIX under the Ohio plan, the will be getting $8 a month. Private patients
would have paid in these homes a New months ago between $255-$300 a Imonth. It
is doubtful if you would find that additional services have been added that would
justify on additional $240 a month.

(Incidentally, I am not trying to justify low rates. I am merely suggesting that
the Congress should know that low rates have not closed homes. I would hope +hat
the ongress would also agree with me that high rates do not ensure good care.)

PHYSICIANS

Our study also revealed that some physicians who were billing the State for two
visits a month for Old Age Assistance patients in the nursing homes were not
always seeirm4 these patients two times a month. Bill$ rendered were for services
not provided. In fact, one of the problems that we frequently hear decried is the
difficulty of getting medical care for private patients In skilled nursing homes.
Such, however, does not seem to be the case with public assistance patients, many
of whom were presumably peen more times than the State licensing regulations
required or the physical health of the patient necessitated-at least bills to the
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State would so indicate. Was the care actually provided? If it was, why are these
patients frequently reported by the hospitals or the morgue as being emaciated,
covered with bed sores and physically neglected, Yet not once has a physician in
my county called the Aid for Aged office to complain about the care provided by
the home later criticized by other authorities.

As a further example of possible fraud, I am reminded of payments made under
the Medical Assistance program to an MD for alleged medical care furnished a
number of patients. This "physician," however, is neither listed in the telephone
directories as a physician nor registered with the Academy of Medicine.

DRUGS

Another curious fact, found in some instances, was that drug stores were being
paid for "furnishing" more drugs than the patients, or the nurses, or the nurses
records indicate were received. To what extent this is prevalent, I am in no posi.
Lion to say. However, it is a fact that one drug store In my community annually
does a $170,000 business on Old Age Assistance drugs alone. There is no reason,
in my Judgment to assume that these medications were all actually delivered,
and if delivered used, and if used needed. Indeed one nursing home administrator
has claimed that his particular home, as well as others, normally obtains his
household supplies under the guise of drugs for patients, paid for as drugs by
Old Age Assistance. Another nursing home operator explained to me, and to the
Veterans Hospital social worker, that his drug store had billed a private patient
three times in one month, to the amount of around $60, without ever itemizing the
bill. The patient disclaimed having received that amount of medicine.

One pharmacist has admitted that several nursing homes offered percentage
kick backs if he would service their telephone accounts. It was made clear that
if the prescription is not for an unreasonable quantity, there would be no check
by the authorities; and there was no way of knowing that the patient allegedly
receiving the drugs either sees them or needs them.

There are many other opportunities for supplementing nursing home "income"
through drug payments. For example, one of my informers has advised that
a drug store in my county popular with nursing homes is owned In substantial
part by a nursing home operator managing a large number of beds.

ADDITIONAL FIELDS OF INTEREST

There are still other areas requiring Inquiry: lab work that may not be
needed, but is paid for by public funds; podiatrists (with a frequency not gen-
erally countenanced in well run homes) providing quick and routine toenail care,
paid for by Title XIX; payments received for orthopedic shoes when the
"patient" is seen wearing only slippers; and so on.

SUGGESTED REvISIONS IN H.R. 5710

There are, of course, good nursing home operators whose service to the com-
munity needs support and recognition. In all too many instances, however, the
abuses, of which the foregoing are a sample, are of such serious consequences,
both financially and for the patients whose lives are involved, that HR 5710
should be revised to deal expressly with nursing home problems.

Because of time limitations, I request, Mr. Chairman, permission to incorporate
our suggested revisions as an addendum to this hearing; and should the Com-
mittee desire further detail from our study I would be glad to appear at an
executive session if this would serve your purpose.

Thank you for this opportunity to appear before the-Committee.

ADDENDUM TO STATEMENT BY MRS. MARY ADELAIDE MENDELSON OF THE WELFARE
FEDERATION OF CLEVELAND

The conditions which I reported in my testimony have led the Nursing Home
Committee of The Cleveland Welfare Federation to suggest some areas in which
revisions of the Social Security law should be made. This addendum singles
out those areas but does not attempt to develop precise amendments. The report
referred to in the testimony provides the factual rationale for proposed revisions.
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Titge XVII Part A

BZ1MBUBSEME.NT FOR REASONABLY COSTS SHOULD BE YOU CAR I VAOT PROVIDE D

The Nursing Home Committee of the Welfare Federation recommends that
the law provide a procedure under which reasonable costs for which reimburse-
ment Is made reflect services actually rendered. Even at this early date, there
are Indications that services are not always actually furnished but are none-
theless paid for by reimbursement. Under the law, the casts of services are to
be determined and a charge made on (lie basis of such determination. But the
requirements of law can be avoided. For example, the cost of physical therapy
can be figured and a charge made, but this does not Insure that therapy is actually
provided for the patient. No clear lrovlsion is made for an inspection of the
quality of the care or a determination that care Is, in fact, being provided.
The law should provide for such InsIetion and determination.

UTILIZATION REVIEW PLAN

1. Dofinitleon of extended care should be refined
There Is confusion regarding the kinds of patients who are eligible for extended

care coverage. All that is necesmry is that the patient be In need of care for
the condition for which he was placed in the hospital and that this care be
provided In a facility which, amnoig other things, furnishes skilled nursing care.
Many patients do need skilled nursing care for the condition for which they are
hospitalized, but It is frequently long term care for many more days than the
100 days allowed under Medicare. The utilization review committee of both the
hospital and the extended care facility have complied with the law when the
latlent is sent to and receiveil at the extended care facility. Perhaps this is
the purpose of Medicare, but if so, we fear that the patients will have 100
days of extended care and then move to a less expensive skilled nursing home
for another year or two.

We think the patient should be saved from the unnecessary and traumatic
moves from one facility to another. The patient will be spared when the defini-
tion of extended care Is further reined so that the utilization review committees
can perform their Job.

2. Provision for a diferent kind of a utilization review committee
We further believe that a different kind of utilization review committee should

be considered. Presently, in Ohio as elsewhere, a physician must determine the
need for nursing home care. The physician may have a financial interest in the
extended care facility and, therefore, be unable to render an impartial Judgment.
Title XVIII provides that there slall be two or more physicians on the utiliza-
tion review committee. Many extended care facilities may accomplish this by
combining their physicians on the committee. Such a committee would not en-
sure an objective review of admissions, duration of stays, or services furnished.

We have been told that even where a committee of physicians from outside
the facility form a part of the utilization review committee, it Is very difficult to
oppose the house physician. We understand that the committee reviews the rec-
ords but does not see the patient. We are concerned that the care may not actually
be provided. If the patient is not seen, and, for that matter If the institution
is not seen, then the utilization review committee is handicapped, to say the
least, In making its judgment. We would suggest, therefore, that one of two
changes (or both) be made in the make-up of utilization review committees.

First, the law could require that there be a medical team on the state level,
composed of a physician, a nurse, and a social worker, which will make a spot
check on extended care facilities and the Medicare partients to determine the
kind of care given in fact, the conditions of the facility, and the Integrity of the
utilization review committee's report. Second, the law could require that the hos-
pital utilizations review committee be used as the review committee for the ex.
tended care facility with which it has a transfer agreement. If this were done
it Is possible that the hospitals would know better the kinds of patients who
should go into an extended care facility. They would know what happens to the
patients after discharge from the facility. They could follow the actual care of
the patient, thus providing a continuity of care not realized under the present
law.
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INSPECTION SHOULD BE AT LEAST ANNUALLY

We recommend adoption of a provision requiring that the extended care facility
be inspected at least annually. The Conditions for Participation allow a state to
visit or resurvey institutions where necessary to ascertain continued compliance
or to fit into the periodic or cyclical survey of the state programs. Our evidence
indicates that homes must be Inspected regularly. Information persists in coming
to us, even regarding certified homes, that personnel, for example, are added for
purposes of the survey and not for the purpose of providing the services needed.
A spot check by the medical team suggested for utilization review above would,
of course, mean a continuous threat of inspection of both patient care and the
facility which in turn would increase the chances that the homes will act in good
faith. However, we believe the law should provide an additional check by making
inspections mandatory. The Conditions for Participation allow some leeway in
compliance. There should be substantial compliance with the standards, If not
full compliance, and there can be conditional compliance. In those instances where
there is not full compliance, the state is required to resurvey within a prescribed
time. Leeway must, of course, be left so that homes making every effort to comply
are given the time In which to do so. Based on our evidence, the fact remains,
however, that unless there is mandatory inspection and some check on the re-
surveys by the Federal government there are homes that will continue to be
certified, although not, in fact, complying.

OWNERSHIP SHOULD BE DISCLOSED

We question the qualifications of some nursing home owners. We recommend
that the law requiring that the extended care facility have an effective governing
body should be amended to require further that ownership be fully disclosed. It
Is of vital Importance to know whether a facility is connected through ownership
with groups who can have an Interest detrimental to the best welfare of the
patient

FINANCING CHARGES SHOULD REFLECT PROPER INTEREST RATES

In light of evidence available of unduly high interest rates charged for mortgage
loans, we would like to see that reasonable costs do not permit reimbursement for
interest charges above those normal for the area at the time the loan was made.

Title XVIII Part B

(The suggestions of The Cleveland Welfare Federation for amendment of Part
B of Title XVIII are not related to the problems discussed in my testimony but
are of great significance to nursing home patients.)

BnLG METHODS SHOULD BE CHANGED TO PROVIDE A THIRD CHOICE

Since many physicians bill the patient directly, rather than the carrier on as-
signment, and since the carrier can only pay if the bill is on assignment or pre-
paid, patients have been caught in a vice. The doctor who refuses assignment de-
mands his pay. The patient must find the money, which he may only be able to
do by withdrawing from his savings or by getting a loan. Either method can
and does work a hardship on many patients. Therefore, we recommend a third
method of reimbursement, namely, that the patient be permitted to turn his un-
paid bill over to the carrier to process. The person over 65 may be easily con-
fused. The simple method of turning over an unpaid billto be handled for him
has the merit of clarity.

PHYSICAL EXAMINATION IN SOME INSTANCES SHOULD BE COVERED

Routine physical examination is not covered by Medicare. But people in nurs-
Ing homes for long term care present a special situation. Some state licensing
regulations, as well as wise health care, require periodic examination by the
physician. This should be covered explicitly under Medicare Part B.

Title XIX

COVERAGE--ADDITIONAL OARE SHOULD BE ADDED

Title XIX includes coverage of skilled nursing home care. No definition Is
provided for skilled nursing care. It is left to the State plan to determine who is
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eligible and how he becomes so. There is confusion, however. The confusion
arises because there are three different kinds of care into which patients fall,
all three of which are provided in the same kind of home: extended care, skilled
care and custodial care. Both extended care and skilled care are defined only
through describing what the facility shall provide. Custodial care Is excluded
from coverage In extended care. Some people equate long term care with custo-
dial care. We think that custodial care should be defined. We believe it should be
defined to mean personal assistance only. Medication Is not a part of the treat-
ment, and the assistance Is actually a kind of supervision. These people can take
care or themselves, but they might forget to eat, or they might get lost, or they
might forget what. happened the day before. They need some protection but they
do not need the skills Involved in bathing, feeding, etc. They may need the
protective environment for a long time. Most of the people In skilled nursing
homes are also there for a long time. 'ifhey, however, need more care than per-
sonal assistance. We believe that there would be less confusion if the Federal
government matched funds for custodial care, although we recognize that it is
not medical care. Perhaps in so doing, the other programs of extended care and
skilled nursing care would be easier to administer and less likely to be abused.

REASONABLE C ssT 0 FOR NURSING SERVICES SHOULD BE REIMBURSED

Reasonable costs should be paid for skilled nursing care. The necessary
studies apparently have not been made to determine what services are needed
or what the costs would be. For example, equ!pment for physical therapy is
expensive. The equipment may not be necessary for long term care patients
who, nevertheless, need skilled nursing care. Such equipment may, on the other
hand, be necessary for extended .are patients who presumably can be re-
hatllitated. The services provided under Title XIX In skilled nursing homes
should be only those necessary for the comfort and maintenance of the patient.
The reasonable costs should be reimbursed, excluding questionably high Interest
rates. We cannot expect necessary services or demand reasonable standards
unless we agree to pay the fair cost.

FEDERAL STANDARDS SHOULD BE ESTABLISHED

Since most patients need long term skilled nursing care and since 50 or 60%
of the patients in the skilled nursing homes receive public assistance, attention
must be given to maintaining standards in these nursing homes as well as in
extended care facilities. These standards should Include provision for a medical
team which can check the necessity of the care provided and the fact that care
was, In fact, provided. In addition, certain minimal standards relating to nurs-
ing staff and medical consultation should be ensured. Some provision for diver-
slonal activities might be included, particularly If reimbursement is based on
a reasonable cost.

REPRESENTATIVE PAYEE

We recognize that this subject Is not a part of Titles XVIII or XIX but we
would like to make a comment as a result of our findings. Social Security pro-
vides a method whereby a person Incapable of handling his own check can be
protected through the designation of a representative payee. We understand
that a General Accounting Office report has been made which Includes evidence
of misure of this procedure. We hive found that some nursing home opera-
tors have bee:a naned representative payees and have abused their responsi-
bility. We do not know what specific corrective measure should be provided, but
we feel strongly that some protection should be offered the old and often confused
patient who In some Instances has been deprived of his Social Security benefits.

JULY 8, 1067.
Hon. PERRY B. JAOCKSON,
Presiding Judge, Criminal Divsion,
Court ofG ommon. Pleas,,-
Oleveland, Ohio.

DEAR JUDGE JAOKSO: Since there is such wide spread interest in the matter
of the charges brought by Mrs. Adelaide Mendelson concerning nursing homes,
the Grand Jury has decided to make a separate report.
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It is evident from the size of the report that Mrs. Mendelson spent much time
and painstaking effort In its preparation and accordingly, the Grand Jury gave
It much consideration In study and discussion.

The Foreman of the Grand Jury read the report twice, made personal visits
to two nursing homes and had interviews with two persons referred to In her
report.

Among those who appeared before the Grand Jury in addition to Mrs. Mendel.
son was Mr. William Velgel, of Columbus, Administrator of Nursing Homes for
Ohio, who explained the rules, regulations and laws affecting the operation of
nursing homes In the state. He also discussed new legislation in recent years to
improve the homes. It Is quite significant that from January 1, 1065 to October,
1966, 81 nursing homes were closed in Cuyahoga County for not conforming to
standards set by the state.

We also investigated the accusation that payments have been made for medi.
cal services given by persons who are not doctors.

The person Mrs. Mendelson names Is a Medical Technician, employed by one
of our local hospitals, who was engaged to render some service relating to some
laboratory tests, etc. The records In the office of the Aid for the Aged, who em.
ployed this man, do not Indicate that he was an M.D., neither do the payroll
vouchers signed by this man have the letters M.D., after his name. Other detailed
Investigations were made too numerous to relate in this report.

The Grand Jury concluded that tighter and more frequent inspection Is needed
and more rigid enforcement of present regulations.

We found no evidence of violation of law which amounts to crime, therefore,
the Grand Jury has no alternative but to return a "No Bill".

Respectfully submitted.
HENRY W. HUNTER,

Poreman of grand Jury.

The CHAIRxAN. The committee will stand in adjournment until
Monday, September 11, at 10 a.m.

(Whereupon, at 1:05 p.m., the committee adjourned to reconvene
at 10 a.m. on Monday, Sept. 11, 1967.)
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MONDAY SEPTEMBER 11, 1967

U.S. SENATE,
CoMMIrEE ON FINANCE,

Waskington, D.O.
The committee met, pursuant to notice, at 10:25 a.m., in room 2221,

New Senate Office Building, Senator George A. Smathers prsiding.
Present: Senators Smathers, McCarthy, Hartke, Ribicoff, Williams,

Carlson, and Curtis.
Senator SATnmtS. All right, the meeting will come to order.
This morning we begin the third week of hearings on IH.R. 12080,

the Social Security Amendments of 1967. We will conclude these
hearings on Friday, September 22. Because of the large number of
witnesses who desire to be heard, it is necessary to limit the t iine avail-
able for oral statements. This morning we have asked each of our
witnesses to confine his remarks to 10 minutes.

Our first witness today will be Charles I. Bevans, Assistant. Legal
Adviser for Treaty Affairs, Department of State. Mr. Bevans, I un-
derstand your Department feels that certain provisions of present law
violate international treaties, by requiring a 5-year residency require-
ment before nationals of the countries involved may qualify for U.S.
social security and medicare benefits. So you tell us in further detail
what your objection is and what you think we ought to do about, it.

STATEMENT OF OHARLES I. 1BVANS, ASSISTANT LEGAL ADVISER
FOR TREATY AFFAIRS, OFFICE OF THE LEGAL ADVISER, DE-
PARTMENT OF STATE

Mr. BEVANS. Thank you, Mr. Chairman.
I have a statement that I would like to read. If it seems too long, I

can summArize it.
Senator SMATHEBS. It looks like it. can getunder the limit, so you

go ahead.
Mr. BEVANS. I am Charles I. Bevans, Assistant Legal Advier for

Treaty Affairs, Department of State.
Mr. Chairman and members of the committee, I am grateful for this

opportunity to appear before you on behalf of the Department 'of
State to discuss the social security legislation.

The State Department's primary concern with this legislationis
its bearing upon our treaty obligations. Several of our treaties of
friendship, commerce, and navigation provide that aliens shall'be
accorded the same treatment as nationals with respect to social security
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and related matters. For example, our treaty of friendship, commerce,
and navigation with the Federal Republic of Germany, signed in 1954,
provides in article IV as follows:

Nationals of either Party shall... be accorded national treatment with
regard to the application of social security laws and regulations within the
territories of the other Party . . . In the following cases: (a) sickness, .
(b) old age, Invalidity, or occupational disability ...

Following enactment of the 1905 and 1960 Amendments to the
Social Security Act., the German Embassy in Washington sent the
Department of State a note pointing out that under certain of those
amendments aliens who have not resided in the United States for 5
years are not eligible to benefits under the hospital insurance benefits

g.m and the supplementary medical beneffits insurance program.
T Embassy asked for a clarification as to whether or not the 5-year
provision regarding aliens in any way affects German citizetis living
in the United States who, in the Embassy's opinion, are entitled to
equal treatment with regard to the application of social security laws
tnder article IV of the 1054 treaty.

I submit for the information of the committee a copy of the note from
the German Embassy.

(The document referred to above follows:)

AIDE MEMOrE
GERMAN EMBASSY,

Washfngton, D.O.
TO TUlE DrPARTMENT OF STATE, WaefhngptOi, D.O.

Upon request of a German Consulate In the United States of America
the il~nbassy of the Federal Republic of Germany would like to clarify the
following:

The respective provisions of the Hospital Insurnce Benefits Program and
the Supplementary Medical Insurance Benefits Program (Section 1836 of the
Social Security Act) determine that non-Americans living In the United States
for less than five years are not eligible for the benefits. The Embassy would
be grateful for clarification whether this affects In any way German citizens
living In the United States who. in the Embassy's opinion are entitled to equal
treatment with regard to the application of Social Security laws under Article
4 of the Treaty of Friendship, Commerce and Navigation between the United
States of America and the Federal Republic of Germany signed at Washington
October 29, 194, and entered into force July 14, 1956.

WAsHlNGToN, D.C., Ootober 28, 1866.

Mr. BEV~ANS. After studying the 1905 and 1966 Social Security
Amendments we have reached the conclusion that three provisions re-
quiring 5 years' residence by aliens should be modified to bring them
into conformity with the treaty obligations of the United States. We
believe that those modifications should be made by amendments to
H.R. 12080.

Section 103 of Public Law 89-97 42 U.S.C. 426a which is amended
by section 189 of IH.R. 12080 and is designated "Transitional Provi-
sions on Eligibility of Presently Uninsured Individuals for Hospital
Benefits," includes in subsection (4) a requirement of 5 years' con-
tinuous residence in the United State for aliens.

Section 302a of Public Law 89-368, 42 U.S.C. 428, which is desig-
nated "Benefits at Age 72 for Certain Uninsured Individuals", con-
tains in subsection () the same requirement of 5 years' residence by
aliens.
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Section 102(a) of Public Law 89-97 added to the Social Security
Act section 1836-42 U.S.C. 1395(o)-which relates to individuals
eligible for supplemental medical insurance benefits, and contains in
subsection (2) the 5-year residence requirement for aliens.

The 5-year residence requirements in these provisions of the Social
Security Act give rise to problems in connection with the national
treatment commitment in article IV of our 1954 treaty with the Fed-
eral Republic of Germany.

These residence requirements also present problems with respect to
certain other treaties.

Article IV of the treaty of friendship, commerce, and navigation
with the Netherlands, 8 UST 2043; TIAS 39421 and article III of the
treaty of amity and economic relations with Vietnam, 12 UST 1703;
TIAS 4890, provide that nationals of each country shall be accorded
national treatment in the application of laws and regulations establish-
ing compulsory systems of social security in case of sickness. The
treaties with these two countries refer to compulsory systems of social
security; the program of supplementary medical insurance is a volun-
tary one. However, the system of American social security as a whole
is compulsory, and the hospital benefits for uninsured individuals and
the supplemental'medical insurance are part of the social security
system. The requirement of 5 years' residence by aliens in connection
with the benefits mentioned could give rise to problems in the applica-
tion of the treaties witih the Netheilands and Vietnam.

Our treaties of friendship, commerce and navigation with Greece, 5
UST 1829, TIAS 3057; Israel 5 UST 550, TIAS-2048; Italy, 63 Stat.
2255, TIAS 1965; Korea, 8 UST ,217 TIAS 3947; Nicaragua, 9 UST
449; TIAS 4024' and Pakistan, 12 UAT 110; TIAS 4683 have provi.
sons for national treatment in the application of laws an regulations
establishing compulsory systems of social security under which benefits
are paid against loss of earn ings due to old age. We anticipate problems
in the application of these provisions in the face of the requirement of
5 years of residence before benefits are paid to aliens as specified in
section 1024tof Public Law 89-97.

All of these treaties were fully consistent with the Social Security
Act at the time they were signed.

(The treaties referred to follow:)

TREATED= or FRIENDSHIP, COMMEsRE. AND NAVIOATION AND SMILAt TEATREm
BETWEEN THE U ITED+ STATES A"D OTHER Cov0NTrW WrnoH CONTAIN PW"-
$IONS RELATING TO SOCIAL SEsURvTY

-+ ~~DEPNMARK " + + , " +

Treaty of -frlendihlp, commerce and navigation (Art. i, pore, 2). signed at
Copnaen Ctober 1 1951. Entered Into force fuly 80, 1961. 2 UT 008, TIAS

2. In addition to the rights and privilege. provided In paragraph o of the
present Article, nationals of either Party shall, within the territories of the
other Party, be accorded national treatment in the application of laws and
regulations eetabllsinbl a system of compulsory Insuranc6 in the case of the
United States of America and a system of voluntary insua anc in the case of the
Kingdom of Denmark, under which benefits are paid without an Individual: tet
of- financial-needallast loss of Waes or earnings due t unemployment.

88-Il O--4---p. S---I?
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IMZRAL RIUL1O Or GMANT,

Treaty of friendship, commerce, and navigation (Art. IV, para. 2, protool
para. 4), Signed at Washington October 29, 1954. Entered into force July 14,
196. 7 UST 1839; TIAS 8593; 278 UNTS 3.

2. Nationals of either Party shall furthermore be accorded national treatment
with regard to the application of social security laws and regulations within
the territories of the other Party under which benefits are provided -without
examination of financial need In the following cases: (a) sickness, Including
temporary disability for work, and maternity; (b) old age, invalidity, or occupy
tonal disability; (c) death of the father, spouse, or any other person liable for
maintenance; (d) unemployment.

4. The provisions of Artiele IV, paragraph 2, refer only to laws or regulations
which either are national laws or regulations or are based in whole or In part
on requirements of national laws or regulations.

o0M3z3

Treaty of friendship, commerce, and navigation (Art. XI, para. 2). Signed at
Athens August 8, 1951. Entered Into force October 13, 1954. 5 UST 182P; TIAS
8057; 224 UNTO 279.

2. In addition to the rights and privileges provided In paragraph 1 of the
present Article, nationals of Greece shall be accorded within the territories of
the United States of America, and reciprocally nationals of the United States
of America shall be accorded within the territories of Greece, national treatment
In the application of laws and regulations establishing systems of compulsory
insurance, under which benefits are paid without an individual test of financial
need: (a) against loss of wages or earnings due to old age, unemployment, Pick-
ness, or disability, or (b) against loss of financial support due to the death of
father, husband or other person on whom such support had depended.

11MLAND

Treaty of friendship, commerce, and navigation (Art. IV, pata. t). Signed at
Dublin January 21, 1960. Entered into force September 14, 1950. 1 UST 785,
TIAS 2155; 206 UNTS 2609.

2. In addition to the rights and privileges provided In paragraph 1 of the pres-
ent Article, 'nationals of either Party shall, within the territories of the other
Party, be accorded national treatment in the application of lAws and regulations
establishing 'systems -of compulsory Insurance, under which benefits are paid
without an Individual test of financial need: (a) against loss of wages or earn-
ings due to old age, unemployment, sickness or disability, or (b) against loss
of financial support due to the death of father, husband or other person on
whom such support had depended.

ISRAEL

Treaty of friendship, commerce, and navigation (Art. IV, para. 8). Signed at
Washington August 28, 1951. Entered into force April 3, 1954. UST 550; TIAS
2948;, 219 UNT8 237.
1 2. In addition. to the rights and privileges provided In: paragraph 1 of the
present Article, nationals of either Party shall, within the territories of the
other Party, be accorded national treatment in the application of laws and reg-
ulations establishing systems of compulsory Insurance, under which benefits are
paid without an Indlyidual test of financial need: (a) against loss of wages or
earnings due to old age,, employment, sickhess o disability, or (b) against
1ss of finaneAl support due to-the death of father; husband or other persona
on whom such support 4a depended. -

-tft of friendship, commerce, and navigation (Art. XI, para 2). Signed at
Rothe February 2 194& Entered into force July 26, 1949. Stat. 225,1 TIAS
19 5 ; 79 U N T S 171.,, - ; , .. . . .1 ' , ' I

2. In ad4lUon to the rights and privileges Orovided In paragraph 1 O0f this
Article, the nationals of either High Contracting Party shall, within the terri-
tories of the other High Contracting Party, be accorded, upon terms no less favor-
able than those applicable to nationals of such other High Contracting Party,
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the benefits of laws and regulations establishing systems of compulsory Insur-
ance, under which benefits are paid without an individual test of financial need:
(a) against loss of wages or earnings due to old age, unemployment or sickness
or other disability, or (b) against loss of financial support due to the death of
father, husband or other person on whom such support had depended.

Agreement supplementing the treaty of friendship, commerce, and navigation
of February 2, 1948 (Art. I'll and Proclamatim by Presiden). Signed at Wash-
Iton September 26, 1951. Entered into force March 2, 1961. 12 UST 131 ; TIAS4O; 404 UNTO 3X6

Article I'll

1. The two High Contracting Parties, in order to prevent gape in the social
Insurance protection of their respective nationals who at different times accumu-
late substantial periods of coverage under the principal old-age and survivors
Insurance system of one High Contracting Party and also under the corre-
sponding system of the other High Contracting Party declare their adherence
to a policy of permitting all such periods to be taken Into account under either
such system in determining the rights of such nationals and of their families.
The High Contracting Parties will make the necessary arrangements ") to carry
out this policy in accordance with the following principles:

(a) Such periods of coverage shall be combined only to the extent that
they do not overlap or duplicate each other, and only insofar as both systems
provide comparable types of benefits.

(b) In cases where an Individual's periods of coverage are combined,
the amount of benefits, if any, payable to him by either High Contracting
Party shall be determined In such a manner as to represent, so far as prac-
ticable and equitable, that proportion of the individual's combined coverage
which was accumulated under the system of that High Contracting Party.

(e) An individual may elect to have his right to benefits, and the amount
thereof, determined without regard to the provisions of the present
paragraph.

Such arrangements may provide for the extension of the present paragraph
to one or more special old-age and survivors insurance systems of either High
Contracting Party, or to permanent or extended disability Insurance systems
of either High Contracting Party.

2. At such time as the Maintenance of Migrants' Pension Rights Convention
of 1935 enters Into force with respect to both High Contracting Parties, the
provisions of that Convention shall supersede, to the extent that they are Incon-
sistent therewith, paragraph 1 of the present Article and arrangements made
thereunder.

EXCEPT FROM PRESIDENT'S PROCLAMATION

Whereas the Senate of the United States of America by their resolution of
July 21, 1953, two-thirds of the Senators present concurring therein, did advise
and consent to the ratification of the said agreement "subject to the understand-
ing that the arrangements referred to In Article VII, paragraph 1, of the said
agreement shall be made by the United States only in conformity with provisions
of statute" ;

Whereas the text of the said understanding was communicated by the Govern-
ment of the United States of America to the Government of the Italian Republic
by a note dated July 24, 1963 and was accepted by the Government of the Italian
Republic on a reciprocal basis;

Whereas the said agreement was ratified by the President of the United
States of America on September 22, 1960, In pursuance of the aforesaid advice
and consent of the Senate and subject to the said understanding, and was rat-
fled on the part of the Italian Republic;

Whereas the respective instruments of ratification as aforesaid, were ex-
changed at Washington on March 9 1961, and a protocOl of exchange, in the
English and Italian languages, was signed at that place atn p0that dat*, by the
respective Plenipotentiaries of the United States of America and the Italian
Republic, the said protocol of exchange declaring that "it Is understood that the
entry Into force of the arrangements mentioned In Article VII, paragraph 1, of
the said agreement Is subordinate in any case to the fulfilling on the part of
the United States f America of its provisions of statute and on the part of the
Italian Republic of Its constitutional requirements";
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Treaty of friendship commerce, and nai/gatlon (Art. 11*, paro. ). Signed at
Tokyo April 2, 1963. Entered into force October 30, 1963.4UST 20M; TIAS
283; 206 UNTS 143.

2. In addition to the rights and privileges provided in paragraph 1 of the
present Article, nationals of either Party shall, within the territoriee of, the
other Party, be accorded national treatment in the application of laws and
regulations establishing compulsory systems of social security, .under which
benefits are paid without an individual test of financial need: (a) against loss
of wages or earnings due to old age, unemployment, sickness or disability, or
(b) against low of financial support due to theodeath of father, husband or
other person on whom such support had depended.

KOS"A

,Treaty of friendship, commerce, and navigation (Art. IV, para. 2). Signed at
Seoul November 28, 1968. Entered into force November 7, 1057. 8 UST 2217;
TIAS 3947; 802 UNTS 281.

2. In addition to the rights and privileges provided In paragraph 1 of the
present Article, nationals of either. Party within the territories of the other
Party shall be accorded national troakment in the application of laws and regu-
lations establishing compulsory systems of social securlty,under which benefits
are paid without an individual test of financial need; (a) aginst loss of wages
or earnings due to old age, unemployment, sickness or disability, or (b) against
loss Of financial support due to the death pf father, husband or other person on
whom such support had depended.

NETHKRL4XDS3

Treaty f friendship, commerce, and navigation (Art. IV, part. $ aid Protocol
para. 4). Signed at The Hague March 27 1966. Entered into force December 5.
1967.8 UST (0M4; TIA8 8942; 285 UNTSI 2.

2L In addi Ion to the rights and privileges provided in paragraph 1 of the
present Article, nationals 'of either Party shall, within the territories of"the
other Party, be accorded national treatment in the application of laws and
regulations establishing compulsory systems of social security, under which
benefits are paid without an Individual test of financial need In the following
cases: (a) slckness/lnlIudink temporary disability'for work, and maternity;
(b) invalidity, or oceupatfonar disability; (o) death of father, spouse, or any
other person liable for maintenance; (d) unemployment

4. he provisions of Article IV, paragraph 2, refer only'to laws or regulations
wf4ch either are national laws or regulatlops,or are based In whole or in part
on requirements of national laws or regulations. Moreover, that paragraph shall
not be construed' to prevent a.Party from relieving aliens temporarily resident
within Its territories from coverage under Its contributory social security.

NIC&EAGUA

Treaty of friendship, commerce, and navigation (Art IV, 1r $). Signed at
Managua January 21, 196 Entered Into force May 24, 1968 9 UST 449; TIAS
4024; 867 UNTS &"

2 In addition to the rights and privileges provided i paragraph 1 of the
present Article, nationals of either Phrty shall, within the territories of the
other Party, be accorded natignal'treatment In'the aPplicatlon of iaws.and
regulations establishing compulsory system-of pocial uscurity, under which
benefits are paid without an Individual test of financial -need: (a) against loss
of waes or earnings due to old age, unempl6yment- sickness or disability, or
(b) ~agait lei bf flaneal support due to the death Of father, huand br other
pei~on 6hi whom'such surppr had depentld, ,

Treaty Of friendship and commerce (Art. IV, pr.. 2). Signed at Washingtob
November 12, 969. Entered into force February 12, 196L 12 UST 110, TIA 4688;
404 UNT 22. In addition to the rights and privileges provided In paaraph of the
present Artled nationals of either Party within the territories of the oter
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Party shall be accorded national treatment in the application of laws and
regulations establishing compulsory systems of social security, under which
benefits are paid without an ndividual test of financial need; (a) against loss
of wages or earnings due to old age, unemployment, slckness or disability, or
(b) against loss of financial support due to the death of father, husband or other
person on whom such support had depended.

VIETNAM

Treaty of amity and economic relations (Art. III, pars. 8). Signed at Saigon
April 8, 1961. Entered into force November 30, 1961. 12 UST 1708; TIAS 4890;
424 UNTO 187.

2. In addition to the rights and privileges provided In Paragraph I of the
present Article, nationals of either Party within the territories of the other
Party shall be accorded national treatment in the application of laws and
regulations establishing compulsory systems of social security, under which
benefits are paid without an individual (est of financial need In the following
cases: (a) sickness, Including temporary disability for work, and maternity;
(b) invalidity, or occupational disability; (c) death of father, spouse, or any
other person liable for maintenance; (d) unemployment.

Mr. BEVANS. The Department of State recommends that H.R. 12080
be amended to avoid the problems to which I have referred. We would
prefer an across-the-board amendment providing that no provision
of the Social Security Act shall prevent the fulfillment of any treaty
obligation of the United States. We believe however that such an
amendment might require considerable study before the committee
would wish to make a decision regarding it. Accordingly, the Depart-
ment limits its recommendation in this respect to the removal of the
inconsistencies between our treaty obligations and the 5-year residence
retirement for aliens.

The Department of State therefore recommends that in each of the
sections where the 5.year residence requirement reading aliens ap-
pears in the Social Security Act, a proviso be included to the effect
that the requiment will not be applied contrary to any treaty obliga-
tion of the United States.

The Department of State also wishes to recommend amendment of
section 160 (b) and (o) of H,R. 12080.

Under section 160(c) the application of Treasury Circular 655
would deprive certain aliens of benefits that they would otherwise
have a right to receive. The operation of these provisions would seem
to have te effect of penalizing an individual who is entitled to benefits
but who, for onereaon or another, resides in a Communist country.
We understand that one of the basic purposes of the Treasury circular
is to protect the individuals concerned. The proposed application of
that circular would have the effect, however, of deprivingindividuals
of benefits they had accrued before the amendments embodied in
H... 12080 became law. Aid it would affect primarily the old, the
wdlows, and children, a group the United Stes traditionally eds

Sprovisions in question coula also 41verise to difficulty in the

applction of treaty provisions regarding iiational treatment. When
a national of a county wti which -the itJM $tates ha a treaty offriendship, commerce, and navigation r-sides in aComniunist country,
he is stilP entitled tp the n4ational-treatment rights specified i that
treaty. Howeversetion 180(o) would deprivehi ofthese accriied
benefits protected by treaty.
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The Department of State recommends that the provisions of sec-
tion 160(o) be modified so that benefits earned before their enactment,
a well as benefits that are withheld by the Treasury Department in
the future, would be paid to the benefigiary.

Under 160(b) some persons entitled to benefits because they have
resided in the United States for 10 years or have 40 quarters of cover-
age would be deprived of their benefits. We feel that this inequitable
treatment of some foreigners will have an unfortunate effect on the
foreign relations between the United, States and the other countries
covered. Moreover, the hardship would fall directly upon persons who
have earned the benefits,

I wish to comment also that the Department of State has no objec-
tion to S. 110, a bill to amend title XVIII of the Social Security Act
and related provisions of law.

I thank the committee for the opportunity to make these recom-
mendations and comments on behalf-of the Department of Stat

Senator SWAri...s. All right, sir. Thank you, Mr. Bevans.
Senator Williams; do you ave any questions?
Senator WiLLiAM s. Yes, I lave ' question.
You refer in your te4timnyto th6treaties that we may have with

Communist countries and the effect o aliens living in these COm-
munist countries. What treaties do we have With Russia or anyothet
Communist country as regards this? I

Mr. BEVANi. Senator, we don't have any treaties of friendship,
commerce, and navigation with any of the Communist countries.

Senator WnLu&is. Then what are you concerned about? .
Mr. BEVANS. For example take the case of a German, a national

of the Federal Republic o ermany with which we have a treaty of
friendship, commerce, and navigation. ' If he were to reside in a Com-
munist country' where Treasury Circular 655 applies, we feel that
in such a case the withholding of his'social security benefits would be
contrary to our treaty with Germany.

Senator WILAMS. And you feel that before we make a change in
the social security medicare or anything as regards the American
citizens we have got to take care of those who go into these Communist
countries and retire

Mr. BuvAs. Well, Senator, we havethese problems in connection
with our treaties. We perceive that problems may arise..

Senator Wiltuis.I thought you siid you didn't have any treaties
with the Communist countries. - '"

Mr. BVAxs. Not with the Communist countries. But we have a
treaty with Germany Under the treaty a (er'an going into one of
the communist countries would still be entitled to his social security
beneftL. But undei the provisions of this bill that'we are,considering
these benefits Would be' cut off if he Ws residinig a n Communist
country where Treasur Circular 650 applied.

ien WZusA,si, I oiio na .fde Americ n citizen desired t retire'
in Russi, Poland, *eitnany, or any other c t in Europe can he
carry ith him his medicare beriefi under the law? le can isn't
thattrue? LI

Mr. BmVAzs. Well,-I Idoh't think he- wouldWbe deprived of them smuch as an alien, a person froti anothercountxy would, where a treaty
right was involved.

988
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Senator WILLIAMS. But that is not my question.
Mr. BEvAWe. Yes, sir.
Senator WILLIAMS. I said under the Medicare* Act, the existing

law, if an American citizen retires in Russia or any other Communist
country or for that matter in any European country can he carry with
him his medicare benefits or does lie lose them when he leaves the
continental United Statesi

Mr. BEvANs. Vell, my understanding of the law is that he doesn't
carry them all with him.

Senator WILIAMS. Certainly he does not carry them with him.
Mr. BEVANS. No, sir.
Senator WILLIAMS. That is correct.
Why are you so concerned about Someone who is a citizen of another

country who is losing some benefits if lie lives abroad?
Mr. "BcvAxs. Well, I am concerned about the accrued benefits they

have obtained under social security, where there have been the neces-
sary deductions made from their wages over a period of years.

Senator WI LLAs. The same thing would be true with this Ameri-
can citizen; he would have been payng over a period of years and he
would have been qualified for medicare if he stays in this country,
but the moment he leaves the shores of the continential United States,
or our possessions, he loses his benefits. I noticed that you are suggest-
ing that we strike this 5-year provision in its entirety as a requirement,
is that correct?

Mr. BEVAs. No, sir, I didn't mean to strike it in its entirety. I
meant only to suggest an exception to permit the'application of our
treaty provisions.

Senator WILLIAMS. You would strike it as it affects any country
with which we happen to have a treaty ?

Mr. BEVANS. Yes, sir.
I merely recommend a proviso-in the provision referred to in order

that we can apply our treaty provisions.
Senator WILLIAMS. That would mean that a citizen of any of these

countries who was in the United States on a visitor's visa but got'a
temporary work permit whereby he could qualify in the labor force,
would immediately be eligible for benefits in his country Is that
correct?

Mr. BzVAN8. Well, I didn't understand that he would become eligible
simply because he had been here on a temporary permit.

Senator WILLIAMS. But if he entered tie work force; got a permit
to enter the ldbor fore-

Mr. BEVANS. Yes, sir..
Senator WnWAX8rs (continuing). Where he could qualify under this

provision immediately instead of waiting 5 year, is that correct I
Mr. Bzv&2rs. Yes, sir If he otherwise qualified under the U.S. law.
Senator WILIAMS. i noticed you say that the Department of State

recommends that H.R. .12080 be amended to avoid the problems to
which you have just referred, and you would prefer an across-the-
board amendment providing tihat no provisions of the.Socal'Security
Act shall prevent the fulfillment of: any treaty 'obliation of the
United States: then you continue by saying, 1% beheve, however,
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that such an amendment might require considerable study before the
committee would wish to make a decision."

Now, you are not telling me, are you, that the Department of State
is recommending this amendment without having made a study as
to, It oect, the cost implications and so forth? You have made some
stud yourself, have you not?
!r.BzvAxs. Yes, sir, we have.
Senator Wxwis. Would you give us the benefit of your study?
Mr., BEVANS. I don't really see the need for a provision that broad.

There may be some provisions in there which we found in the course
of time that may be inconsistent with treaty provisions, but the stud-
ies we made were of these 5-year provisions and those are the ones
where we feel we would have some difficulty..

Senator WiLuAs. You don't think that it would be necessary to
take an across-the-board amendment then, is that correct ?
Mr, BzvANs. No, sir; I don't feelthat it is really necessary.,
Senator WH giMs. Well I notice that you said you would prefer

an across-the-board amendment. I now understand that you really
don't agree with that particular provision in your statement, is that

Mr. BzvAws. No, sir; I do prefer it, but I felt that in asking for
that we would.be imposing on the committee too much and we didn't
wish to do that, i -

Senator Wiu~ms. You may be surprised if you give us the benefit
ofyour study; we, would like to *ee it.
Mr. Bmzu s, Well, the acrops-the-board provision is tho kind that

we normally prefer in the law, that nothing in that law shall prevent
the application of any treaty obligation of the United States

Senator WmuAxs. Have you made any estimate as to the cost and
the amount that is involved ii these various payments and so foith, and
what effect this change would have on the act ?

Mr. BzvaNs. No sir' I haven't,. The total amount of money that
is withheld from the Communist countries under such provisions, I
think would come to abut $10 million right now. That is as close as I
can get to any figures at present.,

Senator, WUVZxs. That is withheld f om...the, Communist
countries?

,,Mr. Bzve. Yes, sir.
Senator WmU ,u . Perhaps you don't have this information with

you, bt -would you furnish at his point in.the record for e commit-
tee a list of the payments, the number of participants, and the dollar
amount of the payments that are being paid under the social security

in each of thecountries I
PIZ !~njzvxs.'tea,'sir.,

Senator W 'UAXS. Broken down by countries?
,Mr. B rA, IYes, Sir.t;
Senator. Wni .- For all of them, as it relates to the number, of

beneficiaries and ,.the amount of payments for the most went.- ful
ye which you lh&e it available F Also, is should ;be.' broken down as
to the numbr. of .liSu and the umber iof U S. citizens living abroad.
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Senator WnAMs. I would appreciate that.
Thank you.
Mr. BEVANS. I would be very glad to do that.
Senator SmATHrRS. All right, Pir, thank you very much, Mr. Bevans.
Mr. BEVANS. Thank you, sir.
(The information referred to above follows:)

DEPARTMENT OF STATE,
Waeohinton, September 18,1967.

Hon. RussELL B. LoNo,
Ohairman, Oommittec on Finance
U.S. Senate, Washington, D.Q.
Dm Mo. CHAIRMAN: I am glad to transmit to you the enclosed information

regarding dollar payments made abroad under the Social Security Program.
In the hearing before the Committee on Finance on Monday, September 11 re-

garding H.R. 12080, a Bill to Amend the Social Security Act, Senator Williams
requested that Mr. Charles I. Bevans of this Department furnish the Com-
mittee information, for the most recent year in which it is available, regarding
the total amount of dollar payments, the countries in which it is paid, the num-
ber of beneficiaries, the number of aliens, and the number of United States
citizens receiving such payments.

The information is Included in the following enclosed documents:
1. Tables I and II giving, A'spectively, the number and the amount of old-age

survivors, disability, and health insurance monthly benefits in current status
payable to beneficiaries living abroad, by type of benefit and country or conti-
nent, end of December, 1960.

2. Citizenship of Beneficiaries Residing Abroad, with tabulation giving num-
bers and percentages of beneficiaries classified by citizenship of worker.
3. Medicare and Nonresidents of the United States.
4. Number and Amount of Monthly Benefits Payable to Beneficiaries Living

In Communist Countries, by Type of Benefit and Country at end of 1960.
6. Number of Beneficiaries and Total Amount of Benefits That are Currently

Withheld From Them Under Treasury Regulations.
There is also enclosed a memorandum entitled "Policing the Social Security

Program Abroad" which is submitted pursuant to a request made by Senator
Williams, before the meeting was convened, for information regarding measures
for avoiding the payment of Social Security benefits to beneficiaries who had
died.

I should like to advert especially to Item number 8 above entitled "Medicare
and Nonresidents of the United States." In this connection I wish to emphasize
that the Department's recommendations are not in any manner designed to ob-
tain more favorable treatment for aliens than for citizens of the United States.
The Department's recommendations for a proviso with respect to the require-
ment- of five year of residence by aliens are merely for the purpose of ful-
filling treaty obligations to accord national treatment to the aliens involved.
Its recommendations with respect to the application of Treasury Circular O5 are
merely to avoid depriving aliens living in Communist countries of any expecta-
tion of receiving Social Security benefits for which deductions had been made.

The correted transcript of the' hearing On September 11 is returned herewith.
It I can-be of any further assistance with respect to the proposed legislation

I would be glad If you would let me know.
Sincerely yours,

WAILLITAM B. MAOOma, Jr.
A##Utant Seoreargi for Udoeiftal ReWatpi.



TABLE I.-OLD-AGE SURVIVORS, DISABIUTY, AND HEALTH INSURANCE-NUMBER OF MONTHLY BENEFITS IN CURRENT-PAYMENT STATUS PAYABLE TO BENEFICIARIES UVING ABROAD, BY
TYPE OF BENEFIT AND COUNTRY OR CONTINENT. END OF DECEMBER 1961

Wives ad hund of-Children
Reired Disabled Widowed Widows sod

beflcairy's place Of residence f Total workers' workersI All Retired Disabled - All Retired and Disabled mothers' widowrs Perents
worikrs, workers workers workers deceased workers

wodrmels

Total ....................... 181,171 * 94,609 3,296
a . ... .................... 1,064 -490 7.

Cape Verde Islands. .... 667 2 1
South Atrica .................. 149 0
Other ........................ 248 109 6"

1.6........................... 1121

n ...Ko... .2, 944 6

I-------------- - 1128. 6India ......... . .... l .it 61 " 1
1Ml ...- 1,865 1,227 45
Jap4n.... . 2,765 26
Jordan ........-.-.-- .....-- . 426 132 12
Lebanon.--.-- 743 352 7

. . . ......... - 233 115. 5
Ryuky Isms. ........... 545 280 -6

n Arb Republic ......... 122 67 0-
'188 97- 0

DOhe...--.--.-- ..-.. 319 119 7,

.- -- 25,252 13479 437
dralAmercaand~Weidle. 3,183 ~2'012- 72

Babef. ..... .. 3............. 209.. 109 4BsM~oL360 .241 9
Bermud ...................... . 119 74 1
Britsh Leeward and Windward

slsnd ..,..........
Costa Rio.._.. .............
Dominican Repb.i .
Jamaica..-.Pana,.m.... .....
Trinidad and Tob ........

Europe .............. .........

425 268
184 100
176' 10
-5 694
172 87
131 29
173, 114
352-' 195

,109,000' 63,281

26,4Z

189

27
23

2,064

73
663
24

296
637
77
85
58
86
16
19
30

..295
28
40
18

7 .56
5 "22

'11 .16
18 61
5 10
rf 7

•0S 9 -6 27

ms - m

16 3 238
138 1 138
27 0 17
21 2 83

2,022 42 1,489

68 5 56
660 3 22

23 1 16
287 9 812
629 8 409
69 8 164
83 2 220
57 1 22
83 3 111
16 0 27
19 0 43
28 2 110---

3,284 109 3,627
289 6 4 1

27 1 32
40 0 13
17 1- 12

56
20
16
61
107
10
25

15,86

23,92

236
136
1783

1.399

221
15
65

392
138
211
20

106
27
43

110

3,271
393

29
31
1o

0 40 40
2 37 32,'. -30 30
0 41 39
0 46. 46
0 63- 59
0 20 20
2 78 75

'388 8,019 7.3N8

1,8 5,324

2 34

2 16
0 4
0 14

91 339

6 4
8 721 3

17 16
17 138
26 14
9 31
2 2
5 24
0 2
0 10
0 23

356 738
19 81

3 6
0 3
2 2

0S5
0
2
0
4
0
3

621

4
9
2

7
13

'16
13

1,742

At

C,

24,852

104

13
12

1,464'

35
469
12

197
556
24-
47
30
35
10
19
30

3,520
28W

52

46
8

16,
- 60

10."

22'
.24"

17.439

794

2

1
01

22

1
4
1
2'6
3

. 1
3
0
-0
0

53
22

2
0

4
3
0
4

-2
2
3

237



Autri. ...............
Denark ..............
Finland-- . ...........
Fiance..................
Germany (U.&Z.............
Gn . ..................

Iceland ..................
Ita l .....................

ll...................

m at= .... ..:: --------------....

Potugal. ---------
Romania ...................

Swede.. ....... ............
Swtzedn ..................
unld Kingdom............
Yuglavi....................
Other .....................

Ausrlia...................
oceanit.. .................

Ocher ....................

Argentina....................
arsA ................... .
Chile . . .........
Cokle. .....-......
Peru ....................
Velna................
Othler....................

U.S.Poa ~as ................
Canal00 ..one ..............
Other ...................

1,583
642
186

742
2,334

10,817
14,956
4,164

35,835
506
795

4,2181,858
4,464

146
5,113
4,257
1,766
8,843

165

IZ 796
92

696
168
58

15,242
1,551

352
352
158
157
151
119
192

320

305
15

1,125 33
392 5
73 0

700 18
528 13

1513 55
7,412 250
8,318 220
2,896 138

18,947 671
279 24
452 9

2, 746 77
691 31

2,364 98
48 0
3127 88

3,164 56
1,294 27
5sM 138
1,811 70

108 4

3,655 2
383 22

30 19
68 2
15 1

4,113 290
750 33

190 7
164 12
65 2
71 6
76 2
85 2
99 2

104 1

102 I
2 0

4137
85
32

106
67

221
923

2,314
332

6,927
57

103
620
307
SOS
26m

444
164

16

1,7

67

46
16

S

44
46
17
17
16
17
23

17

is
1

135
85
32

104
64

211887
2,254

315

62M

51
102
605
301
83
26

438
161
759

1,272
56

39
13
4

Z,466
167

42
40
16
14
16
16
23

17

16
1

2
0
0
2
3

10
36
60
17

13S
6
1
is
6

22
0

15
6
3

36
12
1

107

19
7
3
1

129
13

• 2
61
3
0
1
0
0

0
0

86
40
436

20
195
780

1,834
332

1,979
69
93

179
30

416
3

3a2
106
as

1,114
234
22

5,677
292

203
55
34

5,.620
341

35
77
48
48
36
'58
39

143

135
10

78
36
4

32
17

173
715

1,749
300

57
91

27
375

3
334
96
83

1,035
219
22

5,3
254

187
46
21

5,250
312

32
62
48
39
36
56
39

144

134
10

8
4
0
4
3

22
65
a5
32

194
11
2

12
3

41
0

28
10
3

79
15
0

341
38

16
9
13

370
29

27
12
I
9
6

59
296
239
71

16
32
41
2

51
0

57
20
17

347
41
4

1,081
74

55
16
3

1,149
70
10
16
12
6

10
10
0

1 16

1 140 2

173
107
76

119
108
217

1143

369
6,850

61
l05
548

693
464
174

1.210
1.50

.10

82
71,

0

2
1
0
0
0
4

13
59
27
67
1
1
7

14
1
1
9
3
4

16
6
1

155
2

2
0
0

64 2
35 2
14 0
7 2

10 1
17 0
22 1

37 0

370

B'Ued on monthly bent check address. Data for places with 100 or more beneficiares shown Underae s 65
80m181y. All bni Pam ent were being wlthhld on De. 31. 1966. fromm beneficiariu ivngIn 4 Inciudeswlebeine e u r a.a 6 with uuUid duldn in theircare, ad divorced wives.thaeoluowlag ca elswlcbmndltios were austcktther was no reasonable murancethat th I ncude disabled eo aed 18 and over whose disabillly bepa before age t8 sad 9itpayewoul adumlly rceivethe chock and be able to negotiate t: Allanla, China (Il ing OuL r fuWltlmestudet dld S t.U,UoPmeaandTC,C1 cesovakldaovt, e m , nl Nort Korea, aid the 'gIludes mv rd ir lrs wih enotd childrenI their care

'Ag61ied 2 and aaft(vcW Moer. W4. adeaaoe wiaandvoe wv,adad6 andoverorwewr s.



TABLE I.--OLD"ESUVIVORS, DISABILITY, AND HEALTH INSURANCE-AMOUNT OF MONTHLY BENEFITS IN CURRE-PAYMENT STATUS PAYABLE TO BENEFICIARIES LIVING ABROAD, BY
TYPE OF BENEFIT AND COUNTRY OR CONTINENT, END OF DECEMBER 196

Wives and husbends of-, Chidren e- 
Retired Disabled Widowed Widows and

Berclotys piece of residence Total workers 2 iw, ms2 All Retired OhsBled All Retired and Oisabled UMeMS
6  

widowers' PaMet2a
workers workers workers workers decees workers

workers ,

T-....................
AbiL...........................

Cae Verde Isads. ...........
Seth ------. ...............
.-.--......................

... .............

0Uw"L. ...... ..........

Co" d AMef -d Wet I~i_.

Bhs .....................

cab wft ----------------l *s Usuerd a d Wiwd

COr l- .................
Ea~ ----------- --...........

$1.46,5 0
6,44

16,160
74,776

21.109

312,214
L. 474
46,301

31.858
7,673

13,917
20.726

1,76,010
230.M3

43,407

26.6127,122

9,167
514.161

14,25571,248
.136

111,259
2153410,070

3o,654
5,604
9,163

10,057

1,03.346
164,619

112
0

606

540
93

4.496
2,5B0
1,26177

480
506

0
0

703
44,050
7.183

1u.6 8.tug 411
22,9 20.543 88
9.645 6.831 126

$1,033956

7.354
5,357
1,135

$12

75,M4

2,302
23,206
1,001

13,881
23.191
2,201

.821,
2,079

756
1.000

126,343
12554

$1,033494 $3462
7.245 109

804 58
74,191 1,655

Z,6061 241
23,110 96

956 46
134 395

2288 343
1,932 269
2.754 67

8601 18
2,730 94

%64 0
786 0
914 5

123,022 3,31
1MUD 194

1,044 1.017
4,57 1,567

905 02

29.800 22.050 702 2,195 2,195
M275 8,S223 558 970 875
1I,7= 7,472 134 523 528
66,216 56,995 1,83 2,776 2,776
10,650 6, 090 59 37 327
7.582 2392 124 317 317

13.149 9.183 16 457 457
24,38 15,996 860 1.068 1.00

8.153,68 5,505.576 212,668 67,32 656,117

9,053

4,38

3,723
60,216

1,313
8.560

29,05
3,657
7,302

521
4,012

746
2,03
5.407

171.460
19,319

3,729

961

4.156
20,121
2,3=
7,013

185
3.9m

746
2,037
5%40

161.856
14S38

102 1,820

0 274
* 117

3,=3 20.564

241 205
234 4,219
46 199

663 1.306
094 8,760
769 660
2N. 1,5%4

x6 131
136 1,361

0 156
0 so3
0 1.510

9,604 40172
831. 4,M2

1,622 1,41 131
549 549 0
747 645 102

0
is
0
0
o
0

59

17.143

1,214 1,214
123 1.310

1,466 1.466
4364 2,257
2.m3 2,039

19 1.219
35A 3.453

403.57X 378;031

0
235

0
107

0
170

0

25.547

$1,7m.,745

6,8%
5,160

706

2,824
30.456
14.765
34.,91

1.33

613
1,4n8
2,052

245,943
20,7M

234 1,635
133 3,75

215 3.071
516 66
111 1.219
467 4.53
303 675862 158
199 1.771

1,003 1,722

15,807 1,73566

$55335

176

0

56
311
65

166
425
194
50
58

222
0
0
0

4,66
1,24

353
192

271
67

132
156

19,144



Austria ...................
segim......--....--........

Denimark, -- -

P~mam .... ....--..

Siflnd ........ ...... ,-...

Frln-.., ------

Man.......... . ...

Ne.ierandUd---.-------

eumnia ......
Spain__ _.
Sweden. ........

mak......
Usb ........... . ..... .

Austalia .
Ntte ........ ,...... .....
Other"mu------- ---.

Argentim .......-...

U.

cmndomsL_

2,7 98,091 3.479 6.271 6.156 115 5.6n 5.273 425 2.114 122 192
50,381 34.345 513 3,847 347 0 2.5V 2,3 157 110 123 101
13.449 ,s1 0 1.396 , 0 151 151 0 55 U27 0
81.612 60_.353 1.940 4,957 4.851 - 106 2,431 2.202 22 739 9,192 0
ss 45,00 9 2,945 2.518 127 1.163 1.031 1in 418 7,572 0

383.913 135,98 k674 10115 9,641 474 11,50 10.5% 1,000 3.101 16,41
863490 62746 26.152 42,183 40,79 1392 45,014 42,500 2,514 19,837 91.455 1,103
1,97401 20,69 24,23 13,05 738 2 7 14.911 126343 4,480
1970 72 369 216 13,276 235286 773 "? W7 14,426 1,151 4,725 26k261 2,056

2,70,741 1.386L 0.410 277,723 271.525 6,196 92,4W2 84,524 8,118 25769 461,213 5,21161
39, 728 2,309 2,792 2,351 2,048 303 3.426 2,893 5281 1,174 4;620 56
61.296 388M 969 4.726 4.678 48 6,115 6,019 96 2 212 8.276 109

33,10 241,067 9,047 26,901 27,150 756 11,062 10,450 5W? 3.044 40.524 550
137915 61.653 3.279 14,25 1Min5 293 1436 1,284 152 173 556798 1.325
W80 199,353 10.643 35.048 34,005 1,013 35:915 14,225 1,690 3,079 43.739 92
10,703 4.111 0 1.251 1,251 0 179 179 0 0 56344

323k448 284.779 9,706 33.018 32,241 777 175 43 16,18 I.354 3.6 4 , 739
35,92 S0.4 6,000 20,579 20,331 248 5in1 5,227 45I'0 3,4 3

350.292 45 1, = N "'+ ''' '.200 35'' 23"141 16,4 2,956 7,819 7,646 173 756 5,532 174 1,1 419 362
63224 452,279 14.143 37,056 35%793 4.23 2s 64,943 2, 739 23,.= 92,8%4 1,332

331,073 163.=2 7,272 37,790 37:326 464 144" 10,302 5se 2,635 103,624 590
1030 9,607 449 740 713 47 149 1,149 0 242 764 5

S - -
625677 252,892 29,283 42,401 39.010 3.318 175,374 166,918 8,456 46,846 37,634 11,247
63,790 32,956 2,427 2,836 2,40 429 14,954 13962 962 4,2814 6,103 140

01 26,039 2111 205 1.794 264 1,15 10.49 40 3.209 5,420 140
10,926 5,72 202 610 489 121 2,437 2,335 302 962 77 0
2,732 1,1M 114 168 124 1,162 96 194 93 0 0

so- --mm- - - - -= I
M 30 39,393 27,701 84.240 8 0sm 373 17,030 12.319 7,711 339392 G879 16.244

110.402 6.445 3.614 8,4 7,874 562 17,634 16,547 1,017 4,145 12,518 610

26,720 15,77 802 2,567 Z 462 115 2, 146 1,930 166 664 4.620 142
25,20 14,176 1,304 1,132 1,66t 234 3,93V 3.450 437 1,075, 2,616 164
11,321 6,095 19 871 810 61 2443 2,443 0 R14 1,0 0
9,914 5,564 663 555 434 i2n N74 1,70 371 385 540 133

22,351 7,330 237 800 00 0 2,350 2350 0 676 80 110 i
11.906 6,556 23% 706 675 31 2791 22 63 49 1,19 0
12,913 7.904 183 1,0os 1.00s 0 1,3 I.=3 0 302 1.635 61

19.30 7,106 94 617 617 0 ~ 7,553 7,791 62 758 2,474 a0 l

19,043 7,614 94 556 556 0 7,563 7.501 62 742 2,474 0
587 1S0 0 61 61 0 290 290 0 46 0 0

A Btqd on oU"'benfit do addriem Deb~ gor pbmi wil 100 or me - Ibsoofistiss aewi a Under ial 6Lsearately. AN usott i lm bnis wV 4 on De.. 31.1966. frem bmniciaes livft In 4 Vdeas whe diuef ao 65 with etd dkinm in tbeircare, and dhwlnd whW

wM cSfWub o@ o O Oe a no reasnable auract tat On & Incldds disabled ormnsagd 18 and over -uhm, disablt bga before a2P 18 and 006Mie
=;~Iw aNy recu-i elb deCk and be al td tAl ba. lnegicludlng Outer fall- . e id

so Ceae doaim,'SmvistZen erimn. Hry, oi Karea, and tMe 'ledud s r molerwithontad Cbddaen thir cae,
union of SovietS bpeblneaehdlng sul tvl &Usk ) aAged and ; or'wddaad surviving.di .noue wivd laldG2uoverforwlWM
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The attached table shows the number and percent of benefit payments abroad
at the end of December 1960, June 1964, and December 1964, by the citizenship
of the beneficiary and by the citizenship of the worker on whose earnings the
benefits were ba ..

This table shows that In 1064, while mor than half--M percent-Of the pay.
ments-abroad were based on the earnings records of United States citizens, more
than half of the benefit payment--almost 60 percent--were made to aliens rather
than to eitises. Comparison with similar figures for 1960 appears to indicate
that the proportion of benefits based on the eamings of citisms has Increased
slightly and that the proportion payable to citizens has also Increased
somewhat. There Is, however, insufficient information to arrive at a firm con-
clusion on trends in the number of citisens abroad getting bonefts.

At the end of December 1964, 40 percent of the benefciaries living outside the
United States were citizens, 58 percent were aliens, and the etisenship of 2 per.
cent was unknown. Of the citizen beneficiaries residing abroad, I percent were
born In the United States, 81 percent were naturalized, and the basis of the
citizenship of 2 percent was unknown.

BENEFITS PAYABLE TO SENtFICIAMES LIVING ABROAD

BENEFICIARIES CLASSIFIED BY CITIZENSHIP OF WORKER

Date Total basd eames base em* at eii Perten
rNbe dtes sli tslp

record r"od unknmow

O -............ 3e,190 sm4 4 4? '
OASOI. ............ 23 1U 4oA,............... 1, 10 13

BENEfiCIARIES CLASSIFIED BY CITIZENSHIP OF BENEFICIARY

Number
Date Totl Number Permnt Number Pircal chben- Perentnumber 01 04 e dh

cltkens alien uknw

OASI.............. DeC 3119 nt9 U3..24
- June--- ..-- 1 a........

Do.31194 159,123 &1 gss1 58 1

MEDIOARU AND XONEESDUNTS Or THU UNITED STATUS

Payment under the medicare prorm can ordinarily be made only for services
furnished within the United Otatee (including PuertoRico, the Virgin Islands,
Guam, and American Samoa). However, emergency Inpatient hospital services
furnished by a hospital outside the United States are covered under certain lim-
ited eireuxastnaces. iet, the individual must.be physically present within the
United States at the time the emergency arise which necessitated the Inpatient
hospital service. Second, the foreign hospital must be closer to, or substantially
more accessible from, the place where the emergency occurred than the nearest
hospital in the United States which was adequately equipped to deal with, and
was available for the treatment of the individual's Illness or injury.

It should also be noted that people who are eligible for cash benefits under the
social security or railroad retirement programs on the basis of covered work auto-
matleally become eligible at age 65 for medicare protection without regard to
considerations of citizenship or residency. However, in order for a person who Is
not eligible for cash benefits to qualify for health insurance protection, he must,
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in addition to meeting the other requirements of the propram, be a resident of
the United States and either be a citizen or an alien lawfully admitted for perma-
nent residence who has resided in the country continuously for 6 years before
filing an application for health insurance benefits.

NMBERNU A DAMOUP'1 OF MONTHLY BENEFITS PAYABLE TO BENEFICIARIES LIVING IN COMMUNIST COUNTRIES
BY TYPE OF BENEFIT AND COUNTRY AT THE END OF IM

Buligari Poland Rumamaa YoSlavIa
Number Amn Numbe Amout Numbrt r Amoat Numbr Amunt

odJO,, ,o.., ..... 1 $411 111 $16
Who$ and hvbsds..... 3 1.3W J125 $1.79
Cbvdrtnm.............. 4 51 1 0.5o"4AW1owod aMts ....... I I $
Widows and wkdowor,... 7 f .325 68 513151 A
P i d r ............... 1,325 1 6

Total ........... 186 13.449 1,356 IS7.115 146 10,706 4,622 331,078

NUMUS 0r NWCZXAZ AND TWAL AMOUNT OFB MRNEm TUAT AREX URNMMTY
wrMauuw 2"M TRK) UNDRS TREASURYY REGULATWN

It is not possible to make precise estimates of the total amount of benefits that
has been withheld from beneficiaries living in countries where the Treasury bars

yments because, once the ban has been Imposed tn a particular country, the
ial Security Admlnistijat on does not attempt to keep up4o-date records on

individual beneficiaries in that country; no continuing Investigation is madeas
to whether a beneficiary has worked or died, as would be the case had the ban
not been imposed. Maintaining current records on thes beneficiaries through
continuing investigation would be administratively dicult, because of the rela-
tions between the United States and the particular country, and economically
wasteful since it would not serve any immediate purpose,

Until such time as a beneficiary goes to a country where payments can be made
or until the Treasury ban is lifted, there is no attempt on the part of the Social
Security Administration to determine whether the beneficiary Is living or whether
he has been continuously entitled to benefits during the entire period during
which the ban has been Imposed. Instead, when the ban Is lifted in that country,
the Social Security Administration sends a team of examiners to the country
to contact each beneficiary and to determine whether deduction or termination
events have occurred since benefits were first withheld and the exact amount of the
benefits due. This procedure was followed with Poland, Rumania, Bulgaria, and
Yugoslavia and will be applied to other countries which may be removed from
the Treasury restrictions.

Very rough estimates would indicate that probably not more than $22.5 million
in, benefits have been withheld from beneficiaries living in the 12 Commmnlst-
controlled countries where the ban has been, and is still, imposed over periods
ranging from 1948 to the preet. This figure, however, is based on the assump-
tiona that all beneficiaries In a given country were entitled as of the date the re-
striction was Imposed, that they are still living, and that no deduction, suspension
or termination events have occurred since that time. These assumptions are com-
pletely unrealistic since some beneficiaries became entitled after the ban was
imposed, many have died since the ben was Imposed, and many have worked at
various tinies during the period. If these and other factors are taken into account.
probably about 60 percent of the $2.5 million In benefits would actually be payable
if the Treasury ban were lifted In all of the 12 countries,

Attached is a table showing countries where the ban is applicable, when It
became applicable, and the approximate number of beneficiaries Involved. Also
attached 16 a more detailed statenient of the enforcement procedures followed
in determining whether beneficiaries living abroad are entitled to benefits.
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COtJTRIES WER4 TEUM Mil APPLIES AND ESTIMATED NUMPER
OF BENEMIIARIES MROM WHOMl BENEFITS HAVE BEEN WITHNELD

Country pow rattew 11806" 0
tifs imposedbofsao

Aftra .............................. S* 7. 104 ~

= ................ .Feb : . 18,
E21 81 ............................ :]
u ry .............................21

Le4 ........................... .. 4
North Vttnam.................. .... i4,o 12

U.. ..................... R . Feb. It I1 1it
East rmny ....................... May i0k 190 78

POLICING THS SOCIAL SeURITY PROGRAM ABROAD
The Social Security Administration maintains a close surveillance over the

foreign aspects of Its program. Day-to-day administrative procedures are carried
out to insure that benefit chacks are going only to those entitled to receive them.

After entitlement has been established, the Social Security Administration re-
quires each beneficiary abroad to complete a questionnaire once a year In which
he testifies to his continuing eligibility for benefits. These questionnaires are
witnessed by American consular officials or responsible foreign officials and pay-
ments are stopped if properly completed questionnaires are not submitted on
time. Any questionable situation or Indication of Irregularity arising from the
questionnaires or any other source is Investigated without delay, through the
U.S. Foreign Service posts; If necessary.

As a method of verifying the results of'the regular policing procedures, the
Social Security Administration, In cooperation with the Department of State,
conducts, on a statistically valid sample basis, systematic validation surveys of
its beneficiary rolls in foreign countries. During-these surveys, beneficiaries are
Interviewed by unannounced visits to their homes and their documentation is
examined to verify their Identity and eligibility for benefit payments. These
surveys are an continuing administrative measure over and above the regular
policing procedure and any special Investigtalons.

Validation surveys have thus far been completed In ten countries which repre-
sent over 50 percent of the total beneficiary popultalon outside the United States.
Of all beneficiaries contacted thus far In the validation program, there was only
one case of an unreported death Involving overpayments.

Further, In many countries methods of check delivery have been devis8d to
guard against receipt of the check by one not entitled. (Except for Canada where
the checks are mailed direct to beneficiaries, all checks are sent to U.S. Foreign
Service posts for distribution.) Some examples of safeguards are: Hong Kong,
where beneficiaries are required to call at the American Oonsulate General each
month and prove their identity before cheeks are released to them; Philippines,
where every check In exess of a certain amount Is delivered personally to the
beneficiary; some areas of 'Trkey where cheeks are periodically delivered per.
sonally by U.S. Foreign Service personnel. Mftny beneficiaries outside the United
States call regularly at their Foreign Service post to pick up their cheeks. In
many other posts, cheeks sent by mail are, registered and return receipts are
required.

Senator SMArsw. Our next witness is Mr. Norman V. Lourie, first
vice president, American Public Welfare Association.

Mr. Lourie, I notice your statement-we will print it in the record
in full. It will obviously exceed 10 minutes and so you may summariesit.
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STATEMENT OF NORMA V. LOUR FP=IST VIaE PRESIDENT,
AXEUCOAN PUBLIC WELFARE ASOOIATION, AOC 0PANIED BY
HAROLD HAGEX, DIRECTOR. WASINMGT9N OFIC,

Mr. Loum Thank you very much, sir. - will summarize the hih-
lights and some of the points on which we agree and some of the points
on which we have some questions about the -egilation.

I have with me Mr. arold Hagen who is the director of the Wash.
ington office of the assodlation. I am the first vice president. And in
addition to the material which I have presented to the committee I
should like to ask that. another statement on financing public child
welfare services which is pertinent-

Senator SMATuss. We will make that a part of the record, if there
is no objection.

Senator SMATJIns. All right, sir, if you will proceed.
Mr. Loumu. Mr. Chairman, we arn delighted and thank you very

iauch for the opportunity to be here. We feel particularly compete t
to comment on this legislation because we represent the pu olie welfare
departments and, the employees of the public welfare. departments in
the 50 States and in the territories. We have a very direct connection
on a daily basis with the people who receive public assistance and
other benefits of the Social Security Act. and, therefore, we have had
long experience with them.-

We believe that in an overall sense the public welfare provisions of
the bill continue a trend that was begun mn 1966 which set in motion
the programs to provide rehabilitation and other services to help in-
dividuals attain or retain, their capability for-self-care and self-sup-
port and to maintain and strengthen family life; and, as you will re-
call, in 1962 when Mr. Ribicoff was the Secretary, we extended these
amendments further to ive the departments of public welfare in the
States additional capabIity. And we feel that this bill, through the
fact that it extends the ability of the States to give additional services
in day care and family planning and family counseling, and in the
field of work incentives and social work training, gives the States a
great deal of additional ability through some more Federal supp rt,
and gives us more weaponry than what we have had before to reieve
suffering and help to maintain and strengthen family life said to help
individuals to attain independence., ; r

We think that it is extremely important to retain in this bill those
provisions which give the departments of public welfare the respon-
sibility for work and training.,

I know from testimony before you that both Secretary Wirtz and
Secretary Gardner have advocated moving this program, work and
training program, to the Labor Department. We have no question
about tbe ro e of the Lebor Department in work program, but we
believe that the group of people to whom this particular feature of
the bill is direcWd represent a group for whom we have a particular
kind. of competence and for whom we can do a great deal in seeing
to it that their training and work experience is Aevelped.

98-231 O-4T---PL 2-18
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This is not merely a question of finding jobs f6r peole. I is a'ques-
tion of getting a great many unmotivated people tojme skilled.
These are peoplewhQ need a good deal of education, literacy training,
for instance, and we feel we are particularly competent to act as the
advocateand broker for these people. We hope that these provisions
will be left in this part of the law for administration by public
welfare.

We think that the bill is very sound in that it makes permanent au-
thorization for payments of children of the unemployed. We think
the bill is faulty m that it does not mandate this on the States.
_ One of the largest elements in helping to break up families is the

element which keeps unemployed fathers off assistance, and we think
that States ought to be made to give assistance to this group because
if you tie this to another feature of the bill, the work incentive, which
we think is highly desirable, this will do as much as anything, we
think, to not only get people off assistance, but to maintain the families.

We think that the bill is very positive in that it calls for public wel.
fare departments to develop a pan for each family that comes in for
assistance, to see whether or not this family needs one or another kind
of service, and we applaud this direction.

The concept of the income incentive is an extremely good one because
this moves toward setting up a minimum floor of income. We would,
of course, like to see the'Federal Government insist on a standard, a
floor of assistance for every State based on the cost of living considera-
tion. But since this is not apparently possible in this legislation, since
Congress did not see fit to move entirely in this direction, we think
that this is a great tep.-It eliminates, incidentally, a number of in-
consistencies. There were a number of incentive programs outside the
Social Security Act and this one moves to make all of the incentive
proams equal for whatever kind of work the Federal Government
might support. We think it important to mention that this incentive
of $30 and one-third of the balance is not sufficient. We think the com-
mittee ought to' give consideration to an incentive payment-which is
closer to some-of the others which have been in force For instance, for
the aged and for the-workers in certain of the economic opportunity
programs, wehave gone so high as-a work incentive deduction of $85.
We are not saying at amount ought to be used, but more than $80,
perhaps $50 and half of the balance would be sound.

We also applaud the emergency assistance, but we maintain 30
days is not enough. We call your-attention to the fact that many States
still have strict residence provisions which have been tested aid are in
the process of being$ tested in the Federal courts in several States.
There have been inunctions by Federal courts while a case is being
appealed. The question of whether or not States should have residence
at ll is clearly a current issue and we think that this emergency pro-
vision ought to be extended with that in mind.

We approve, of course, the move towards increasing, the social se-
curity benefits, but we believe the Congress 'did not-go far. enough;
we think the minimum ought to be $0 ind for the people with 25
years of covered employment the minimum ought to be at least $100.
The reason we stand so strongly for this from the viewpoint of public
assistance is, you must remember, that increasing numbers Of old
people receiveboth OASDI benefits and public assistance at the same
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time. The number keeps increasing each year. The higher we cahi go
in the OASDI benefits, the more persons*are going to be removed from
public assistance and -of course, it is the lower income groups which
have the greatest neeas, and $50 certainly is not enough.We agreewith the, provision that support should be obtained from
fathers, but we would point out that we hope the administration, whenit sets up regulations f ~r such support, would make it incumbent
on the Statesthat they provide a great-.many services. We think
that the unmarried father and the deserting father need to be helped to
come back to his family and that punishment by itself is not going to
do the job.

We also applaud the combination of AFDC and the Child Welfare
Services. We thing this will strengthen the program for children.
High quality'of services should be maintained. ..... .

We think that the additional funds for foster care are going to be
very useful, but we would like to point out to the committee that the
limitation of Federal dollars for foster care, limitation for children
who are adjudicated by courts, is a ver serious one indeed. A great
many children in this country areplaced in foster care because a mother
is island, afather cannot care for the family. We 4opA't, think that
kind of childl thak kind of case needs to be brought before a court. Wethinkneglect, delinquency, abus should be brought before a court, but
we think the Federal Goverpment should also support foster care for
children who need foster care for any appropriate reason.

We have some question too about the chil.4,welfare financmg. We
think that the authorization for the additional child .welfare services
funds is, sound, .as proposed in this bill. But we wouWld ike to point
out that we are more in favor of the provision in s 11 Senator
Pll's bill,, which puts the matching for traditional child welfare
services on the same basis as the services provided for the AFD.,

These things we agree with in the bill and I have given some of the
modifications we suggest. There are several issues on which we should
like to express strong objection.

First is on the freeze, the business of the li station of Federal
articipation on a formula base withrespec. to children of desertinirg

fathers. We think this is a punitive type- of measure. We think t s
a measure which tends to blame children for the ailments and the
sins of adults and of society and we think it produces inequities and
that the committee ought to take another look and eliminate it.

The second thing to which we object is what appears to be some tone
of compulsion in that part of the bill which talks about work and
training. We have no objection to, 0 a matter of fact, we support
heartily, the notion that every able-bodied rson in this country ought
to work, and indeed in our programsI think we have suff cient' evi-
dence to indicate that we have supported work on the part of people.
There is a great deal of myth about the business of AFDC anc work.

In my own State, Pennsylvania for istnce whereI am the deputy
secretary of public welfare of 60,00, the average of 60,000 cas, that
we had last year on our rolls, about 18 o00f t hes came on the
rolls because people left employment. kbout 16,000 of these eses left
the roll durmn the year because people went to employment. We thi n
that womendyth older chidren- 6uld be urged to work when they
are able-bodied and can go into the labor mar, We tnk all able-
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bodied men should be urged to work, but we have a very fundamental
question about whether in this country with the problems that we
are having in the break up of family life, that women With young
children should be pushed to work.
,In the face'of the lat that half of our population will soon be under

25, pushing women of young children to work could be frightening.
You probably are aware of the fat, that about 86 percent of the

American work force is already made up of women, and of all women
of working age about 47 percent are already working, and when you
go to the Neo population about 60 percent of the able-bodied women
in the workIng sa~ are working.

The question of pushing women with young children to work is a
real question with us.

We think young people in need of jobs and I don't think I need to
quote to you the problms surrounding the undue amount of unem-
ployment among youngpeople. We think that the need is less compul-
Sion to work thai provision of jobs. t e hn

In the title XIX provision we think there are issues that the Senate
should consider. We have no objection to the fact that the Federal
Government wants to set a limit on the entitlement base. We think that
the Federal Goverment ought to set standards for the entitled ent base
for all assistance, and that it ought to be based on some consistent cost
of living base. There are still too many people living on very low
grants.

We think that the relationship, if a method has to be established
that a relationship between the assistance grants and the medical
assistance entitlement is a'sound one. We question 133 percent and the
relationship, as-stated to per capita income of a State. We think that
the 160 percent limitation is a sounder one and we thing that some
leadtime, perhaps to 1975, ought tobe given for conformance.

Eliminati the requirement that States provide five basic services
makes possible a program without physicians or hospitals. This is
inconsistent for instance with the bill's family planning provisions.

There are a number of other issues with which we have some slight
disagreement and make proposals, but those are in our printed ma-
terialIandI hope you will give them consideration.

Senator Sx nHES. Thank you very much, Mr. Lourie.
Senator Williams, any questions I
Senator Curtis?
Senator Cu'Rs. Yes one or two.
Mr. Lourie, I would like to ask you as someone who is in the admin-

istrative and practicing end of public welfare a few questions.
As you see the bill passed by the House of Representatives, what

changes will be brought about in welfare, particularly aid to depend-
ent children and families of dependent children ?

Mr. Louii I think that the greatest-in terms of the positive
features of the bill, I think that the greatest positive feature of this
bill is the fact that it livess to the States an additional ability in the
field of providing services that can help to solve problems. As I indi-
cated we started m 1956 and then we went on in 1962. For instance,
since 1962 thelederal Government has participated very substantially
with us in the salaries or personnel who are giving service. This iTI
takes it a step further.
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Let's be specigo. In the field of day care, previously in existing law,
the States under the assistance programs could not do axything sub-
stantial about providing day care, This bill will-allow us:to purchase
and to establis day-care services. This will make it a lot more possible
for women with young children who choose to work to be able to go
to work. .

Senator Cuirrs. Are there any parts of the House of Representa-
tives' bill in relation to child care, particularly under the AFDC
program, with which you disagree.

Mr. Lourx. Yes sir.
There are two features with which we disagree primarily. One is the

freeze which says 'that theFederal Government will not participate
in assistance on AFDC for more than that proportion of children
which represents children of absent fathers the number of children
of absent fathers in aState in January 19a7 as related to the total
populatio6ipf children. And wethink that this io a restrictive provision.

Senator Cui's. Now, that is'a freeze on the total, the total grant to
the States.

Mr. Louiz. It is a freeze on the numbers of children for whom
the Federal Government will participate:

Senator Curis. JUt it doesn't freeze it as to the same children?
Mr. LoUrI. Yes, si.
It says that-well it is not the same children. It is on the total num-

ber of children.
Senator CuRTIS. It is the total grant?
Mr. LouB. Yes, sir, for this group of children. .
Sefnator Curis. And that in effect is saying to a State unless you

do something about the problem which has been on the increase of
aid to family es where the father is absent we are not going to pay for
the increase. Is that what it amounts to ?

Mr. Lounm. In effect, that is'What'it says.'But it doesn't ayt6 the
States "if you don't do something." It says to the States "we ae givi
you the ability to do something" but even if you carry out -this
program -

Senator Cuwrns. That is what it amounts to though? If 'a State goes
on and lets these rolls increase where there is an able-bodied father
who is away from home, the Government will not pay for the overall
increase, isn't that what it amounts to f

Mr. LouIm. Yes sir.
But we are making an assumption that the State can always locate

the absent father. There is a great deal of mobility in this country, and
an absent father can turn up'10 States away. We agree with the
provisions that require us and, in fact, most of us, I believe, have been
doing everything' we can to locate absent fathers *and to get them back
to their family and to get supportfrom absent fathers. But we'think
if we cannot locate an absent father the child should not be made to
suffer.

Senator Curries. Now, in the House report it says:
This provision should also give the States an incentive to make effective use

of the constructive prgrams Which the bill *ould establish. This provision would
not apply to the children of the unemployed fathers or deceased ot disabled
parents. Therefore, States which have not adopted a program for unemployed
fathers would not be disadvantaged by this provision.
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Mr. LouRaiu Well, the way in which a State would be disadvantaged
is that the application of the Federal formula based on a percentage
woud affect a great many children on AFDC.

Senator Cur•s. But doesn't the State and locality have some
Mr •~z Yes, sir,
Senator CuRTs 1Continuing). To-prevent this ever increasing of de.

pendency when the father is neither deceased nor disabled I
Mr. Loumx. No question, sir. We agree with you that within the

public assistance pro we should do everything that we can we
should promote the family planning programs, for instance, wbich
are made possible in this bill; we should do everything possible to
train people. We should use all of the forces of law to find fathers and
to get them to support their families. But I should like to emphasize
that a great many of the reasons which produce absent fathers and
which produce illegitimacy, although you did not mention that, are
not caused by the public assistance program. The immorality prob-
lems in the United States have to do with a great many issues which
we can't solve with this program.

Senator Curns. Isn't the basic responsibility for law and order and
deny in a community resting upon the States and localities

Mr. Loung. Essentially.
Senator Cuxrs. Yes.
And the House has said here:
We are giving you some eontructve tools to help at least part of It. You

measure up to your responsibility bemuse we are not going to pay for the Increase.

Mr. Loui•a Yes but, sir, what can happen, for instance in a State,
is that the population of children in a State can increase for a great
many reasons which have nothing to do with these deserting fathers.

Senator Cuims. Your objection then is that the ceiling applies to
total population and notto the child population I

Mi. Lomr. Well, the way, as we understand it the way, this for-
mula would be applied, we would take the number of children present
in our, caseloads because their fathers were deserted in January of
1967, and we would apply it to the total child population that we have
in the State at any one time.

Let's take a State where the economy breaks for some reason.
Suppose there is a major strike. In my State when the steel strike
came in 1958, we had to appropriate more than $50 million of addi-
tional State funds to meet the problem including the difference be-
tween the unemployment compensation and families' needs on assist-
ance. If that should happen again and a great many children were
to come on public assistance in a State, and this formula would be
applied there could be a great many children coming on assistance who
would not be getting Federal participation because this formula
would apply.

Senator Curns. Well, it would probably be reached by other

r umz. Not in the public assistance programs. There is no
other program, sir, which provides cash assistance.

Senator Cuwrrs. Unemployment compensation.
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Mr. Loumm. Unemployment compensation, sir, is a very limited pro-
gram in terms of families. The average unemployment compensa-
lion in my State is about $45. I suspect it is something like that in
other Ststes

Senator Cusps. Per week f
Mr. LOvu. Per week.
Nothing is provided for large families. As a matter of fact, al-

though we did not put it in this testimony because it was not particu-
larly pertinent, our association would advocate a major change in the
unemployment compensation program. We would like to see the un-
employment compensation program become a program that had bene-
fits based on the number of dependents. This would reduce the
assistance program.

Senttor C Tmns. In other words, ybu would baset on need?
Mr. LouRm. Pardon?
Senator CUuTIs. Would you bse it on need I .
Mr. LomUIE. Yes; I would base it on dependents nid for support.
Senator Cuis. Clear across-the-board, base it on need ?
Mr. LouR Yes, sir.
This would reduce the AFDC rolls because people who are unem-

ployed who are presently eetting both unemployment compensation
andpublic assistance would no, onger need to d'o so. , , -

Senator CuIrns. I think you might find quite a little support for
that. There are people who are well able to take care of themselves
who sometimes quality for unemployment compensation.

Mr. LOuiuE. The sa me thing, incidentally sir, is true of old age
persons who are on OASDI and assistance. If OASDI were higher,
they could leave assistance.

Senator CuRris. I am interested in your proposal that you would
base it upon need. I understand that there are some companies with
a mandatory retirement age, they have a company retirement pension
and they also arange that when those people are let off that they im-
mediately file for tieir unemployment compensation, at least it was go-
ing on a short time back. So I think your proposal might-that unem-
ployment compensation be based upon need might fuid support from
a number of quarters.

What is the other thing that you object to about this House of
Representatives bill? f - - I I I

Mr. Lemuz. We object to the implication in the work and training
section which would 1ead the States we believe, to press women with
young children to go to work, would lead some States top women
with young children to go to work. .... women

Senator CuRTIS. Would that apply to all mothers or would it apply
more particularly to those whq, -have demonstrated a certain amountof mo !,lunfitnes. or,- ,; • .•

Mr. L6'mu. That queOtion has been raised many times in discusing
AFDC. Our point of view on that is very simple S 'ator: We believe
that tie States, practically every Sate in the Unon, have equate
child welfarelaws and adqut laws dealing with moraity of parents,
and that if there are children who are bein aljused psychologically
or socially, we have mahineryto take that f ly into court. We do
not believe-
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Senator CuRis. What could the court do?
Mr. Lounrz. The courts have the ability to remove children from

families where they believe children are being abused or neglected
either physically, socially, or otherwise.

Senator Currxis. In how many States is that effectively used
Mr. Louwm. We think it is used effectively in a great many States.

We think it could be used more effectively. We think that there are
still too many children who are abused but we don't think that the
assistance program, which is a program of compassionate financial
assistance to meet the problems of hunger and shelter and clothing,
should be used as a base for dealing with immorality.

Senator CurTs. Now, explain to me in detail, if necessary, by using
a hypothetical case, what you feel the House passed bill does in regard
to firing mothers to seek employment who are receiving AFDC?

Mr. Lou=w. Well, I would have to go back to the language of the
bill, but let me put it to you this way: The bill does use the word "ap-
propriate" when it talks about which folks should be made to work.
But if you examine the tone of the language of the bill, it appears to
give States a kind of urgency which pushes them to get almost every-
body who is able bodied off to work. In other words it does not take
the other kind of caution, and in a bill which has dhe compassionate
base which this bill has-after all it is a social security bill, Social
Security Act of the United States-to have a provision which, on the
one hand, says that you should see to it that all people who are able
should go to work, but on the other hand, does not say anything in the
same context that we ought to protect family life by seeing to it that
women with young children should not have to work. It kind of gives
comfort to people who want to use it negatively, that is our feeling.

Senator CuRris. Here is what the House said in their report. Page
103, the House committee said:

Your Committee intends that a proper evaluation be made of the situation of
all mothers to ascertain the extent to which appropriate child care arrangements
should be made available so the mother can go to work. Indeed, under the bill
the States would be required to assure appropriate arrangements for the care
and protection of children during the absence from the home of any relative
performing work or receiving training.

Then notice this:
The Committee recognizes that in some instances--where there are several

small children, for example-the best plan for a family may be for the mother
to stay at home. But even these cases would be reviewed regularly to see if the
situation had changed to the point where training or work is appropriate for
the mother.

Now, you are posed; to that wMr. Loum. No, we are not opposed to what the committee,
but we believe that the way that the provision is stated in the law, t
proposed law would urge some States to push women of young chil-
dren into the work force.

Senator Cum s. Then your proposal is you would like to have that
section eliminated or do you have a suggestion to rewrite It?

Mr. Lovniz. I do not have a suggestion to rewrite it at hand, but
I should like to provide one to you.

Senator WnLiAmS. What is the particular language in the law to
which you-
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Mr. Loumw. I do not have that in front of me, I should like to
review that and send it to you.

(Pursuant to the above discussion, the following information was
received from Mr. Lourie:)

As I indicated In the written statement which I filed with the Committee, much
of our concern arises from the latitude which the bill would give for the inter-
pretation of the terms "appropriate" and "good cause." In this respect the ques-
tion Is not so much a matter of the language of the bill as it is of how it would be
carried out in practice. It is therefore our recommendation that the Oommittee,
In its report, call upon the Secretary of Health, Education, and Welfare, to
develop specific guides for the application of these provisions that would pro-
mote and safeguard the purpose of the AFDO program "to help maintain and
strengthen family life and to help such parents or relatives to attain or retain
capability for the maximum self-support and personal independence consistent
with the maintenance of continuing parental care and protection..."

We also recommend that the Committee express the expectation that a welfare
agency would provide ftll possible help and encouragement, over an extended
period if necessary, to enable and motivate a mother or other relative to partici-
pate in training or to accept employment before terminating assistance.

Senator Cumms. All right.
As a practical administrator and one who works with other admin-

istrators, is there a growing problem of unfit mothers receiving tax
money, particularly AFDCf 6

Mr. L oum. We think that there is a growing problem of young
mothers who have not had enough education and we think there are
a great many moves inthe United States ,including moves being made
in this bill, which would help us to increase the ability of mothers to
manage their children.

Senator Curis. It is not confined entirely to young mothers, is it?
Aren't'there some in their thirties and forties?

Mr. Loum. Yes, sir'- I would say so.
Senator CurrIs. And the number is increasing?
Mr. LouxrE. The number is increasing because, among other things,

the population is increasing, and I cite particularly, I mention young
mothers particularly, because this is the field in which the unemploy-
ment rate is highest among young men. The age of marriage is getting
lower in this country, we aie getting more marriages of young people
for a great many reasons, an there isa great deal of unemployment
among young people. We think these things together are a bad
combination.

Senator CuiTIs. I didn't say a word about unemployment..I asked
you about the problem of unfit mothers. Is that problem growing?

Mr. LouvIE. I would say so, yes.
Senator CuRTis. What are you administrators doing about it?Mr. LouiE. We are using every resource that we have to try to edu-

cate young mothers in homemaking, and we tire cooperating with the
education departments which are doing a great deal in this field.

Senator Grms. Now, if the unfitness-
Mr. Loum. We are putting homemakers to work, we are putting

home economists to work. We are having group meetings with young
mothers. We are going in to try to help them understaiid better ways
of child rearing. We are trying to educate them in how to manage their
homes and so on.

Senator Cums. This is a problem that has been with us a long time.
Sometimes you hear someone, I believe rather thoughtlessly say that
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their pa' imeats should be cut off. I hold the. idw that you can't pUnish
the chilren for the wrong doing of the parent. There are others who
pay, well, the childrecii should be taken away from the parent. That, too
creates some problems, because the parent never sees the child.
_ I haven't had a cha ce to make a personal investigation- of this but

I-am told that there,is one country that faced a-growing problem of
irreep nsibility and'unfit and morally delinquet parents, who ar
r ceiving aid t0raise their children. They have instituted a plan where
the children are taken away but put in an institution where they are
gv.en wholesome food and 61ean be.inds to sleep'in. At the same tin that
the court orders the children to that institution, the court sentehioes thepkrent to sulcient hours of labor in' that institution each Week to py6
the ist of maintaining the child. The parent gets to see the child, the
child sets training, the parent gets training in household duties,'in
cleainess, in other work in cooking in do tiines that wouldn't
only equp them for better honmemakcing, but even losibly supple.
mental eriiings. That-isn't done in any State here in this country, is it?

Mr. Louaz. Sir, in the child welfare pro ms i: this country
which -i*also 'fin mced by the provisions of this act, we provide care
for thousands of children who are r6hoved' from their homes. We
also provide in every county of the U.S. child welfarepDroras,
public and voluntary, partially funded by provisons '0f this apt,
whichh helpiparents a protectie t of service to keeptheir fam
miles 'together, W bleve that the additional authorization for funds
in this' ill will give us a better w'ay to Imprnove the services in child
welfare than we-have. But we think that the finanCing of those serv-
ices should -b'the same as for AFDC. Thereis-an inconsistency. The
Federal Government appropriates lump-sum allotment of money -to
child welfare services and then has a percentage formula for AFDC
services. This bill now sys. they should be put togetherr in one unit.
W6 agre witl that. HEW is inow structured toiut these, toether it
one uintn the services buto1 have 'gottwo sets of financing, one
to f&ince those serve which deAl with the problemp'yobu are men-
ti nin h'on a mor lfnited basis than . a'e pro Viding for the series
mnth6 aid to 1amilig with depend6et children, We think'"there ought
to be one base for this anid there isa bill in the Senate, Senat 1116'
which deals With this problem'. All child welfare services should be of
high quality and placed in title V.

'Senator Cftrrs.'Now, how many people, including children and
adults are receiving som~esort of welfare assistance under the various
acts of the social security law in your State of Pensylvania .

Mr.' Loin. In my State of Pennsylvani there are presently
382000 persons on a&istance. yli te are pst

enatioruRris. Dbes that include AFDC?
Mr. Lo um. Yes. Sir.
Senator "Ouirs. 38l,00.

'Senatori-; 'J's Piiersons.
gP, man of th os are children, approximately.

M. , .itwou say ab o6 180,000
iator . CurTIs. Wou d you s.y that all of the 382,000.,re poor

'M.LoURsm." Y'esir; else fhey wbuld not be on assistance.

1008
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Senator Cuws. How many of them are also receiving something
under, from, the poverty program? .

Mr. Lopmu. I wouldn't have that kind of figure, vir, but there
would be i i number, for instance, that would be receiving benefits of
other program. There are some who are concurrently receiving un-
employment compensation. There are some who are concurrently re-
ceiving OASDI and assistance.

SenatorCurrm. No;Ioonfinedittopoverty. .Mr. Louiu. On the poverty program, I would say there are about
maaybeo - O0, young people in the Neighborhood Youth Corps, and,000 who are fully or partially employed, inEcon opEm Opp ity

Programs.
Senator Cuws. How many I
Mr. Lbomi. About 5,000 1 would.y, that are employed, and then

there have been about 8,000 to 4,00 in work and training programs
under title V.

Senator Cuwrm.. That are receiving that is the number you say are
receiving, somethl from the povert program I I"

Mr. Lotum. Not ieceving hem are receiving money
through employment. T would be a number. Were are
others who are receii g training,others receivi educational bene-
fits and so on ,
menaro W does the rogam y rState havea, medic al pro - tit e ~ e

Mr. Lo There oh th nrtsu drt; 3e,sir,. , ' ", , ,'

Senator .Ca tl extqn t oyer a with
medicaid

Mr. , we]l to the tn 't overl with
medicai owith doein' erla with icaid. hr
whou that's ce i b fo edia wewo dbeusin med-
icaid ds topa Ih e do is sub-
stitute. Clini, mean y real nun health ice,
just as, a other" ina aseavice and would
urchaie the
Senior, I. The OEOis pro hiding a m"lica service

that is n prchased, b i re epa, t; is t your
Mr, LUo Yos sir. are Per ae gM6oibl for

medical assa payments i ne'tha they be providedServices . I . I

Senator Cuux. much are you spend Pennsylvania on

' r.ioumz. In the year 1- about $20 million.
Senator, ,Cu s. $12 million. How mu. ar -you spending for

medial ~si tbt the agd
Mr.Lo~a~.That joui be inclued. When you sWi medicaid-

SofttorCiyu l. $120 million.
EDO you hq, apy idea how much the QEO is spending on medical

care 4 n,+i t
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Senator CURTis. That is all, Mr. Chairman.
Senator HARTKZ (presiding). Senator Williams?
Senator WILLIAMS. Just one question for clarification. In answer to

a question from the Senator from Nebraska concerning the employ.
ment, I understood you to say that this bill, would cause the placing
into the work force of a large number of small children.

Mr. Lousm. Of women.
Senator WILLIAMS. Women who-
Mr. LouRtI. Women who had small children.
Senator WLLIAMS. Women who had small children. I thought that

was what you meant, because the bill only relates to children P.3 they
would exceed the age of 16.

Mr. LOURIE. Correct. sir.
Senator WILLIAMS. Yes, correct.
Senator HArTKE. Thank you, sir.
Mr. LoU=IE. Thank you, sir.
(Mr. Lourie's prepared statement with a document referred to

previously follows:)

STATEMENT BY NORMAN V. LouRIE, VICE PRESIDENT, AMERICAN PUBLIC WELFARE
ASSOCIATION

Mr. Chairman and members of the Committee, my mune Is Norman V. Louile,
I am the Executive Deputy Secretary of the Pennsylvania Department of Ilubll,-
Welfare. I am appearing before you today in my capacity as Firot Vice Pr,=idV.
of the American Public Welfare Associalton.

The membership of the Association consists primarily of state and !ceal de-
partments of public welfare and the personnel who work in public welfare pro-
grams. Our board of directors from time to time adopts positions on I,'Eue. anu
objectives related to the field of public welfare, which are reflected in the fflcw-
ing statement. My comments are directed principally to the provisions In II.R.
12080 which would affect the substance and organization of public welfare
programs.

AID TO FAMILIES WITH DEPENDENT CHILDREN

The predominant feature of the welfare provisions of H.R. 12080 is the design
to redirect the AFDC program for the purpose of Iliaiting the continuing increase
In the number of recipients and of reducing the federal financial involvement.
This would be accomplished through a combination of narrowed and restricted
conditions of eligibility, incentives for employment, and expanded programs of
Job training and supportive services. A major premise of this legislation IF that
the welfare agencies have failed to make good on the implied promise of the 1902
welfare amendments, that an expanded program of social service. would result
in a reduction in the assistance rolls.

First of all I want to make clear the position of the American Public Welfare
Association that full employment at adequate wages should be the goal for all
persons who are employable and whose services are not needed in the home. This
Association has long sought the means for enabling individuals and familler to
attain self-support when it Is in their best interests, and we welcome the support
for expanded resources in job training, child care, and child welfare and family
services, which this bill would provide.

At the same time we must recommend certain modifications in the bill, espe-
cially in two respects. One is the freeze on the level of federal participation in
assistance for children who are in need because of the absence of the father. The
other is that mothers be required to participate in job training and to accept
employment when available. We b2litve that mothers should be given all possible
assistance and encouragement to obtain employment when it is in the best inter-
ests of the children, but that this objective could be better attained on a voluntary
basis.

While it is true that the AFiDO rolls have continued to increase since the 19062
service amendments, we believe that these amendments constitute one of the most
constructive measures that have been enacted in the field of public welfare. The
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additional facilities and services that would be provided under the proposed
legislation would be another major step in this development.

At the time the public assistance categories were established 30 years ago
there was no concept of social services enunciated, and certainly no authorization
in the statute. The primary consideration was to determine eligibility and to pay
financial assistance on the basis of the budgeted need. Actually the urgent prob-
lems of individuals and families which were encountered in the administration
of financial assistance made it imperative that some social services be provided.

But with untrained staff, overwhelmingly large caseloads, and no specific
legislative authority, the service component did not attain a high degree of
development. From the beginning, however, the American Public Welfare As-
sociations and other organizations having a concern for public welfare have
pointed out that a sound and constructive public welfare program must consist
of adequate financial assistance and effective social services.

The first legislative movement in this direction came in 1966, when the public
assistance titles were amended to declare one of the purposes of the categories to
be to furnish rehabilitation and other services to help individuals to attain or
retain capability for self-care, and, in AFDO, to help maintain and strengthen
family life and to help parents or relatives to attain or retain capability for the
maximum self-support and personal independence consistent with continued
parental care and protection. This still stands as a statement to which we can
fully subscribe, and it did not give the states a better base for building up their
service programs. Unfortunately it did not establish the machinery and support
needed to move the service programs forward at a significant pace.

In 1061 when Senator Riblcoff appeared before this Committee on his confirma-
tion as Secretary of HEW, he made a promise that he would take a new look at
the public welfare programs. As the first step in carrying out this commitment
Secretary Riblcoff appointed an advisory committee made up of nationally recog-
nized leaders representing the religious and secular voluntary welfare agenles,
professional schools and organizations, the Judiciary, and state and local public
welfare agonies. This prestigious group advised the Secretary that public welfare
should become more than a salvage operation confined to picking up the debris
of human lives. It should become a positive force in the community for strength-
ening and conserving human resources. It should contribute to the attack on such
problems as dependency, delinquency, family breakdown, Illegitimacy, ill health
and disability. The committee pointed out that a second or third generation of a
family receiving welfare Is a challenge to the nation that financial help alone has
not been enough.

Secretary Ribicoff took the recommendations of this committee and fashioned
them into legislative proposal which became the basis for the 1962 public welfare
amendments. That Is without question the most significant legislative measure
so far enacted to establish social services as an essential component of the
public assistance system. It has rtsulted In a major upgrading of the professional
3nd technical competence of personnel through formal education and on-the-Job
training. States have reduced the size of caseloads so that caseworkers now have
more time to devote to giving attention to services designed to keep families
together, or to arrange for specialized health care, or homemaker, or legal
services, or to provide the support and encouragement to participate in job
training or to find employment.

While we applaud the advances which this legislation represents, we also
realize that solid progress is made a step at a time, and that. there is still far
to go. One of the remaining questions has to do with the social problems that in-
volve the community as well as the individual family. It is obvious that the
public assistance programs have, whether planned or not, and for better or worse,
a significant social and economic impact on the larger community. And the social
and economic forces of the community, in turn, greatly affect the well-being of
the individuals and families receiving assistance. But, with the exception of
child welfare, the only federal authorization for public welfare services are those
In the public assistance titles. This authority, no matter how broadly it may be
Interpreted, must Insome way be related to recipients of assistqnce, past, present,
or potential. This continues to be an inhibiting factor in developing a compre-
hensive community-wide service program through public welfare. Prevention
and rehabilitation may often require services that involve many perons in the
community beyond those who are actually receiving assistance or who may need
It in the future. Our Association has advocated that all public welfare services be
established under a separate authorization so that there would not be the con-
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stant necessity of Identifying some kind of connection. While not fully meeting
our recommendation, the proposed new see. 403 (a) (3) (A) iii of the Act, as pro.
vided in sec. 201 (e) on page 112 of the bill, would offer better possibilities
than ever before for services of this kind.

The Ways and Means Committee expresses disappointment that the services
authorized In 1962 have not reversed the trend toward ever-increasing costs in
the AFDC program. At the same time it recognizes that the goals of these services
are essentially sound, and that worthwhile and Important developments have
stemmed from this legislation. Therefore the House bill would build upon the
foundations of the 1982 amendments by providing for greatly expanded job
training programs and supportive facilities and a further strengthening of social
services.

I should like to interject the observation that while we urge establishment of
social service and job training programs, we attach the highest importance to
education as the significant factor in enabling people to become self-supporting.
A report published four years ago on a study of the AI'DO program conducted
by our Association (An American Dependency Challege), stated: "Undoubtedly
the basic and all-prevaling factor to emerge from the children's data Is the need
for far greater encouragement in the area of education. Vigorous emphasis
should be placed on keeping the child in school, The striking relationship be-
tween adequate education of the homemaker and Improved social environment
and better occupational, educational, and social adjustment serves to illustrate
the importance of education as a basic wedge for breaking the cycle of poverty
and deprivation for many AFDO families."

This Association and the public welfare agencies throughout the country share
with Congress and the general public a grave concern over the ever-increasing
number of families receiving assistance thri,,ugh Aid to Families with Dependent
Children. We sincerely welcome additional facilities and resources designed to
enable families to become self-supporting when it Is in their best interest.

We know that this Committee recognizes the many factors that contribute to
this continuing increase, but that the greatest concern is with the growing
number of children who are in need because of the continued absence of the
father from the home due to illegitimacy or desertion. The bill proposes that
the authorization for assistance for children in need because of the unemploy-
ment of the father be made permanent. In this we fully concur. In addition to
providing for assistance for this group of needy children, it would also have the
effect of holding families together during periods of unemployment. For these
reasons It is our recommendation that states be required to include this pro-
gram in their AFDC plans. We also believe that genuine efforts should be made
to obtain support payments from the absent fathers of dependent children, that
family planning services should be made available, and that the mothers should
be given assistance and opportunity to become ."elf-supporting when appropriate
But we strongly object to the proposal to freeze the level of federal financial
participation in assistance for children who are in need because of the absence
of the father to the present proportion of this group to the child population of
a state. The variations in the numbers of these children needing assistance are
subject to factors such as the Job market, and the general population increase,
which outweigh any efforts that the welfare agencies might make in the way
of training and Incentives for employment, at least in the short run. We are
confident that the public welfare agencies will be conscientious in their utiliza-
tion of the new resources which this bill would provide, but under the best of
circumstances we do not see how they would have any appreciable affect by the
first of next year. In the meantime, in some states the number of children in this
group has already Increased substantially beyond the proposed cut-off point.
Other states where the AP'DO caseload was at a temporary low point at the first
of the year would start out at a disadvantage If It should increase in the future.
There is no real option open to the states as to whether or not they will provide
assistance to these children who are in need. But if federal matching funds are
not available the states will be hard-pressed to find the money, and it could
turn out that families in like circumstances would receive different levels of
assistance depending on the availability of federal matching.

Our second major objection is with reference to the element of compulsion for
participation In Job training and to accept employment. Every employable father
who Is receiving assistance should be required to participate In job training it
available or to accept an offer of suitable employment. The situation with respect
to the mothers, however, is quite differenL We know that there are many work-
Ing mothers who would be eligible to receive AFDC if they were rot working.
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We know, too, that many mothers now receiving AFDC would go tO work If
they could find a job, and if arrangements could be made for the care of their
children. In fact, there is a constant In-and-out of employment among AFDO
mothers who take jobs when they can find them. In households headed by women,
more than 12 percent of the AFD) case closings are because of employment or
increased earnings. In addition, there Is a significant number of mothers receiv-
ing ADO assistance who are working part-time or full-time. Current figures
apparently are not available, but In a special study conducted in 1961 HIEW
found that 4.6 percent of the AFIDO mothers had full-time Jobs, but with earn-
ings too low to meet the AFDO family budget. Another &3 percent of the workers
were holding part-time jobs. There were wide variations among the states, with
one state reporting that one-fourth of all AFIDO mothers were working at
full-time jobs. Some of these mothers have to pay for the care of their children
at their own expense, which does not leave much net income from their meager
earnings

It is obvious that many more mothers would take employment if they had
marketable skills, or if Jobs were available, or if arrangements could be made
for the care of their children.

The proposed requirement that the welfare agency develop a program for each
adult in an AFDI family would serve to identify the potentialities of each
individual, as well as the services and facilities that must be brought Into play
to make the individual's program effective. We are confident that a significant
number of persons would voluntarily participate in .a training program, and
would be enabled to find and keep a job, if the *ervices and facilities were made
available to them as proposed In this legislation. We acknowledge that we do
not know how large this number would be. Neither do we know In any exact
sense how many "hard core" families there are, In which the mother would
refuse to take employment even though it were considered appropriate, and if
all necessary supporative services were brought into play. We do not know,
because the welfare agencies have not so far had these resources and services
to offer on a scale large enough to make them available to all who might
benefit by them. But we regard provL ;n for compulsory work or training for
mothers as impractical and we have serious doubts that It would make any
significant difference in the number of families who were enabled to become
self-supporting.

It is our recommendation that the welfare agencies be given a chance to try
out these new toolj, with the recipient participating on a voluntary basis. If
the results turn out to be unsatisfactory, the matter can be reviewed and
reconsidered.

If the head of a family refuses to accept employment when, according to all
reasonable tests, it Is considered appropriate, the problem does not go away any
quicker by cutting off assistance. If a father's share of assistance is cut out of
the budget, he will probably continue to eat at the same table with the rest of
the family, with everyone Just getting a lite les. Or he could desert the family,
In which case they could continue receiving assistance. Or the children could
be removed, if the court so ordered, at a greater cost than supporting them at
home. The only clihnce for a constructive solution in a situation of this kind is
through patient and perhaps time-consuming effort, to encourage and support
and enable, and to Instill some motivation.

Under the terms of the bill, If an assistance recipient s deemed by the wel-
fare agency to be "appropriate" for training or employment, and refuses to
participate in training or to accept a bona fide offer of employment, his assis-
tance would be terminated. Apparently a good deal of latitude for subjective judg-
ment would be permited in making a determination that employment is appro-
priate for an individual with the potential consequence of termination of assis-
tance, This is in contrast with the other eligibility provisions for public assist-
ance, which set forth the objective conditions in some detail. We are fearful that
this provision could be subject to wide variations in interpretation that could be
in conflict with the stated purpose of maintaining and strengthening family life.
In the event that Congress should decide to enact this provision we recommend
that the Secretary of HIEW be directed to formulate guidelines for Its interpreta-
tion and application. Such guidelines should be designed to protect the rights
and best Interests of families and children. They should spell out what con-
stitutes refusal of employment for good cause and what measures should be
taken to safeguard the children in such situations.
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The proposal to authorize payment through AFDO funds for the day care of
children is a constructive measure. As we point out elsewhere, many mothers now
working would be eligible for AFDO if they quit their jobs. Too often the chil.
dren of these mothers are being cared for during the working day in circum.
stances that are detrimental to their well-being. We recommend that the facilities
that would be supported through this measure be made available in all situa.
tiong where they are needed to safeguard children of working mothers of low
income, and where such care would contribute to the continuing srelf-support of
the family.

Because of the urgent need for day care facilities that prevails throughout
the country it Is often difficult to maintain standards that assure that children
are cared for under safe, healthful and wholesome conditions. If the additional
funds for day care should become available as proposed In this bill there would
lie very great pressures or rapid expansion of day care facilities at the ex.
pense of good standards. We would certainly not hold out for the best or noth.
ing at all, and we agree that some experimentation with various arrangements
should be encouraged. But there are very real hazards to the basic well-being
of children that could deVelop unless certain safeguards are maintained. We
therefore recommend that the Secretary of HIDW be instructed to prescribe mini.
mum standards for day care services that would be supported with these funds.
This should include a requirement that the agency must make a determination
that the children will be adequately cared for before a mother is declared to be
appropriate for training or employment.

We are pleased to see the proposal to liberalize and bring more uniformity
to the exemptions of earned income. We might wish for some formula that would
not require a figuring of percentages each month for families with earnings,
and we believe that an even more liberal allowance would provide a more ef-
fective incentive. In our view the proposal is basically sound and we recommend
its adoption, with a further liberalization, if possible.

We note that the provision in H.R. 5710 to require a state to pay the full
amount of assistance-as determined by its own budgetary standards, has been
deleted in h.R. 12080. It is our position that the very first purpose of public
assistance is to provide an adequate level of financial assistance to persons who
are In need. In view of the Inadequate levels of assistance that prevail in some
states, together with the major financial participation of the federal govern-
ment in all of these programs, the federal government should establish some
minimum standards for assistance, perhaps accompanied with a special payment
to states which would otherwise be unable to assume this added cost. We have
some question as to whether the requirement to pay full budgeted need is the
equitable way to accomplish this, in view of the variations In state assistance
budgets which are not all directly related to living costs or the fiscal capacities
of the states.

CHILD WELFARE AND FAMILY SERVICES

We believe that, generally speaking, the combination of AFDC and Child
Welfare Services into a single administrative unit would result in strengthen-
ing and Improvement of both programs. The type of social services needed for
strengthening and maintaining family life and protecting children in the AFDC
program are essentially the same as those provided to children in families
through child welfare services. The added definition of family services would
broaden the range of these services so that a comprehensive and effective pro-
gram of services for families and children could be maintained.

Our endorsement of this combination, however, is given with the understanding
that the professional personnel providing a child welfare and family services
do not become involved in determining financial eligibility and figuring assist.
ance budgets. We do not belittle the importance of these functions, but the fact
is that they have become so complex and time-consuming and the volume of
this kind of work in a public welfare agency is so massive, that the professional
child welfare and family services could easily be engulfed and lose their identity
and effectiveness unless they are kept free to serve their intended function. The
regular casework staff working in the AFDO program could continue to provide
the valuable social services together with eligibility determination, as they
do now. But the small corps of professional child welfare workers that has been
slowly and carefully built up over the years must be kept intact so that its
professional competence will lie available for those situations where It Is needed.
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We therefore recommend that specific provisions be made either in the statute
or In regulations to itsure that this separation of function is maintained within
the single organizational unit that administers the AFDO and the child welfare
and family services.

We also submit for the Committee's consideration the proposal that the statu-
tory combination of these two services might more appropriately be accomplished
by moving title IV, which establishes AFDO, to become a part of title V which
establishes the child welfare program. This would serve to emphasize the Intent
to upgrade the service components of the AFDC program.

We also recommend that consideration lie given to the special organizational
arrangements that now exist in the States of Illinois and Kentucky, where AFDO
and Child Welfare Services are administered by two separate departments. If
these states are able to work out satisfactory arrangements for the administra-
tion of these services through the cooperation of two departments we believe
they should be giVen an opportunity to do so.

The authorization for the purchase of child welfare and family services and
related services such as for family planning, would greatly augment the content
anud the flexibility of the resources available to the public welfare agency. This
Is a much.needed and constructive step toward the development of a compre-
hensive and effective program of public welfare services.

The Increased authorization for grants to states in support of the "old-line"
(non-AFDC) child welfare services Is urgently needed. However, It would still
not establish an adequate base for federal financial participation In the costs of
this program. The states are now spending on the order of $400 million per year
for their child welfare programs, of which federal funds account for roughly
10 percent. The increased federal funds, if appropriated, would substantially
Increase this ratio for the time being. But with increasing costs and the needed
expansion of services, the ratio would soon step downward again.

The proposal that most realistically meets the present requirements of the
state child welfare programs Is embodied In S. 1116, introduced by Senator Pell
This would put the financing of child welfare services more nearly on a par
with the services now provided through the public assistance categories. It pro-
vides for a flat 7i5 percent matching for the costs of all salaries and training of
child welfare personnel, and variable matching ranging from 50 to 83 percent
for all other purposes such as day care, foster care, and administration. This
measure has been carefully studied by our Association and by public welfare
agencies throughout the country. It is fair to say that It is supported by a more
broadly based and urgently felt consensus than any other proposed child welfare
legislation In our experience. It represents the culmination of a number of care-
fully considered recommendations that have been put forward over a period of
years. These proposals are similar to the recommendations of the Advisory Coun-
cil on Child Welfare Services which was established by the 1958 Social Security
Amendments. They are also reflected in a statement on "Financing Child Wel-
fare Services," which was endorsed by our Association last year, based upon a
two-year study by our Committee on Services for Children and Youth. Mr. Chair-
man, with your permission, I offer this statement for inclusion In the record.

The proposal in HR. 12080 for financing that part of child welfare services
that would be provided to AFDO families Is essentially the same as what we
recommend for the child welfare services that are now authorized under title
V, part 3. If the H.R. 12080 proposals are adopted as they now stand, however,
it would result in a dual system of financing'of these two parts of a program
which In all other respects would be the same. If the purpose is to combine all of
these services administratively, It would be logical to put them all on the same
financial footing as well with the AFDO formula applying across the board. This
would also result In the strengthening of the services and simplification of admin-
istration.

Under such an arrangement, however, the federal financial participation in
the costs of foster care should provide for matching for all foster care, along the
lines of the plan In Senator Pell's S. 1116. The proposal In H.R. 12080 to expand
the coverage of foster care payments through AFDC is not the answer. It still
applies only to a limited number of cases who have some kind of Identification
with AFDC, and only to cases that have been placed in foster care through a
court order. There are many situations where placement is properly made without
a court order, and where court action is not called for. The real answer to the
problem must provide for federal matching for the costs of all foster care which
Is being paid for by public welfare agencies.

88-281 0-6T-pt. 2- 19



1016 SOCIAL SECURITY AMNDMENTS OF 1907

ZMERGENOY ASSISTANCE

The proposed program of emergency assistance would make available to
welfare agencies a resource that could be utilized quickly and flexibly to meet
a wide range of special and urgent situations. In many states assistance of this
kind is not available, and in others it is inadequate. It could be especially useful
in meeting emergencies in families of migrant laborers. In a number of situations,
however, the need for emergency assistance would extend beyond 30 days, and
the restrictive residence laws of some states would lHmit the assistance that
could be provided to migrants. We recommend that the authorization for assist.
ance be extended to two or three months, and that participating states be pro.
hibited from refusing assistance because of any residence or settlement
requirements.

MEDICAL ASSISTANCE

The Medical Assistance program established under title XIX marks a major
step toward the objective of assuring that essential health and medical services
will be made available to all needy persons. The states are given considerable
latitude in determining how extensive these services shall be and what constitutes
financial need. While there are wide variations from state to state in these re-
spects the requirement for substantial state financial participation tends to
be a self-limiting factor. However, if Congress finds it necessary to set specific
limits on levels of income for the definition of medical need, it is our recom-
mendation that such limits be expressed in relation to the level of public
assistance money payments. Any absolute ceilings in terms of dollars or numbers
of recipients cannot possibly take into account the program requirements of any
state. But there is an inherent and logical relationship between the levels of
financial need and medical need. The decision as to what the limits of thlN
relationship shall be must of necessity be somewhat arbitrary, but an income
level for medical need of 150 percent of financial assistance payments would
appear to b? reasonable and practical for the interests of the federal government,
the states and the beneficiaries. The limitation of 133y/ percent of per capita
income for a family of four, however, is unduly arbitrary and restrictive and
should not be enacted.

We see no useful purpose in permitting the substitution of any seven of the
14 listed health services for the presently prescribed 5 basic services a j the
minimum requirement for a state medical assistance plan. While we have con-
fidence in the good judgment of the states in planning their medical care pro-
grams, the proposed amendment would undermine the rationale for stipulating
any minimum program content whatever. Under this proposal a state could con-
ceivably select an approved combination of services without making provision
for either physicians' services or inpatient hospital care. Such distorted and
unbalanced program combinations surely do not reflect the Congressional intent
for this program.

COMMUNITY WORK AND TRAINING PROGRAMS

Sec. 204 of the bill proposes a large-scale expansion of the Community Work
and Training Programs under sec. 409 of the Social Security Act. Public
welfare agencies would be required to maintain work and training programs in
every locality where there is a significant number of persons on AFDO. Federal
funds would pay 75 percent of the costs of training, supervision, and materials.
The welfare agencies could also utilize the services and facilities of other agencies
and organizations, especially the Department of Labor and the state employment
offices, for Job counseling and testing and placement. The state welfare agency
would be authorized to reimburse the employment office for these services for
which it could claim 75 percent federal matching. The Ways and Means Committee
notes that "This provision will Insure that any priorities under which state
employment offices put other groups ahead of assistance recipients will not
interfere with the objectives of this program." The welfare agencies would also
be required to enter into cooperative arrangements for the utilization of the
services and facilities available under the Manpower Development and Training
Act, and of any other federal and state programs for manpower, training, and
work experience, and with federal and state agencies responsible for vocational
and adult education. Agreements could also be made for projects to be conducted
by federal, state, or local public agencies, or by private employers, organizations,
agencies or institutions.
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Here at last is the training program the public welfare agencies have been
waiting for. It would porvide federal financial participation in large-scale and
flexible training programs of a wide variety that could be suited to the special
needs of any community or group. It could draw upon the resources of other
agencies, federal, state, and local, as well as of private employers and
organizations.

This is a most carefully thought out plan. It would be a major resource in
enabling families to become self-supporting. We are pleased to recommend its
adoption.

We are fully aware that the Secretaries of HEW and Labor as well as other
distinguished witnesses have urged the enactment of the work and training
proposal as originally set forth in H.R. 5710. The main point of difference is
that under H.R. 5710 the responsibility for the training programs would rest
with the Department of Labor and the state employment offices, while under
II.R. 12080 it would be with HEW and the public welfare agencies.

Supporters of the H.R. 5710 position urge that all manpower training programs
should be centralized in the Department of Labor In order to promote co-
ordination and to prevent overlap and duplication. It is also said that the
administration of training programs by welfare agencies has been tried and
that it does not work.

In response we agree that in general the manpower training programs should
be centralized In the Department of Labor. But under the H.R. 12080 proposal
the Department of Labor and the employment offices would actually provide much
of the service. The key point Is that the welfare agencies would have the re-
sponsibility to see to it that training services are made available to the assistance
recipients. They undoubtedly would actually conduct some of their own training
programs, as they could also do under H.R. 5710 In those Instances where the
Secretary of Labor certifies that It Is Impractical for him to do so. But to a
large extent the welfare agencies would act as a broker In arranging for the
utilization of a wide range of public and private training facilities as needed and
appropriate, much in the same way as the Department of Labor now arranges
with the Office of Education in HEW for vocational education and adult educa-
tion services. But the welfare agencies would have a continuing responsibility for
the overall program of restoring individuals and families to self-support, which
does not necessarily either begin or end with the job training. For a substantial
number of AFDC recipients, Job training is only a part of an overall package of
rehabilitative services. The welfare agency must be in a position to coordinate
all of these services according to the situation of each individual.

To say that welfare agencies have tried to conduct training programs for
assistance recipients and have failed is to disregard the fact that they have never
been given a program to administer that has approached the one now proposed,
in scale, content, or potentialities. It should alto be recognized that the other
training programs that are now in operation have not done any better with
people starting out with the disadvantages that characterize many assistance
recipients.

Over the years public welfare agencies have looked to other agencies that might
be better equipped to offer such services as employment training and counseling
and placement that would meet the specific needs of people who are unable to
compete for jobs because they are unskilled and inexperienced and perhaps
illiterate. For the most part, however, the welfare agencies were unsuccessful
in their quest to obtain from other sources the specialized kind of services needed
to bring these severely disadvantaged people up from the "bottom of the barrel."
A number of welfare agencies actually set up training and placement programs
with their own resources. Some of these have been in operation for 15 years or
more.

The Community Work and Training Program established in 1962 by see. 409,
authorized welfare agencies to assign assistance recipients to work and training
projects, but It did not make any provision for the costs of training, supervision,
or materials. Thus, these programs were not widely undertaken, although a
number have been in operation for several years, with no federal financing for
these additional costs.

The Work Experience and Training Program established by title V of the
Economic Opportunity Act authorized OEO to transfer funds to HEW for the
operation of work and training programs under OEO guidelines. Here, for the
first time, federal funds became available for the costs of training, supervision,
and materials. Although the public welfare agencies have responded by utilizing
the available funds to maintain projects in every state but one, and Are acquiring
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experience In the operation of the programs, the federal policy Is to phase
out title V and build up the Community Work and Training Program under se.
409, which would be administered by the Labor Department and the employment
offices.

Assistant HEW Secretary William Gorham has noted, with respect to the title
V program, that "it is simply not a straight forward uncomplicated Job to alter
the effects of a lifetime of deprivation and discrimination, of little Fticcess, and
frequent failure, of little education, lack of skill, and Ill health, and the attitudes
which such conditions foster."

Mr. Gorham identifies some of the barriers to earning power that must be
overcome by programs such as title V Work Experience and Training. These
Include the maldistribution of workers In relation to Jobs, lack of occupational
skills and job experience, lack of basic education requirements for Jobs, poor
attitudes toward self and work, health and medical problems, lack of child care
services, police and bad debt records, and lack of income. He also notes that
"evaluations of title V have been hampered by the lack of baseline data with
which program performance can be compared. For this reason, aggregate mess
urea of success such as placement rates are practically meaningless for evaluation
purposes. Aggregative analyses also overlook the wide variations in tne effective-
ness of Individual projects. Approximately 50 percent of this variation Is
attributable to differences in prevailing economic conditions, and social and
demographic characteristics of participants. These factors operate Independently
of any particular administering agency."

In a letter dated August 24, 1967, Assistant Director of the Bureau of the
Budget, Charles J. Zwick said:

"The successful execution of many of these new programs cannot depend solely
on the establishment of clear lines of authority. And, because of our multijuris-
dictional approach and the growing Interrelationships between many programs,
It Is no longer possible to solve our management and organizational problems
simply by transferring functions and grouping related activities under a single
agency. In the domestic area that would result in trying to create a Department
of Everything."

SOCIAL WORK MANPOWER AND TRAINING

We strongly endorse the proposal in sec. 401 of H.R 12080 to authorize av
appropriation for grants to schools of social work. Tha need for this addItional
support for the schools is so great, however, that we recommend that the
authorization be substantially increased above the $5 million per year as now
provided for In the bill.

Public welfare agencies are faced with a critical shortage of th.' qualified
personnel needed to carry out their assigned responsibilitles. At the same time
the graduate schools of social work are operating at the limit of their capacity,
and there are not enough undergraduate schools offering courses in social work
to meet more than a fraction of the needs of ihe agencies. As matters now stand
the demand for qualified workers will unquetionnbly continue to Increase at a
greater rate than the capacity of the schools to train them.

The federal government is nmking a major investment in social service. pro-
grams, not only through public assistance, but also in such fields as mental
health, mental retardation, vocational rehabilitation, health services, child wel-
fare, Juvenile delinquency, and corrections. In a very real rense the return on
this Investment is in jeopardy because of the lack of a sufficient number of
personnel qualified to carry ont these programs. Therefore this proposed legisla-
tion should be regarded as a measure to facilitate the attalnent of thee
program objectives.

SOCIAL SECURITY BENEFITS

While we do not claim expert knowledge on the financing and the benefit
structure of the Social Security system it is our general position that whenever
possible it is preferable that provision for Income maintenance be made through
insurance rather than through public assistance. We have only brief comments
on the present legislative proposals.

We realize that the extension of medicare benefits to disabled persons under
age 65 would be a costly undertaking. At the same time for a great many disabled
persons these costs must be covered by some public program. Moreover, we
believe these people could be better served by providing for their medical care
through the health insurance benefits program. We therefore urge that all possible
consideration be given to means whereby this coverage can be provided.
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Aged persons drawing retirement benefits at the minimum level are very
often those whose need is the greatest. They are the ones most likely to require
additional help in the form of Old-Age Assistance. We therefore recommend that
the minimum benefit payment be set at $70 as proposed in 11.R. 5710, rather than
at $50, as In H.R. 12080. For similar reasons we recommend that the minimum
benefit for persons who have worked in covered employment for 25 years be set
at $100 per month.

FINANCING PUBLIC CIIILD WELFARE SERVICES

This policy statement wa8 devclopcd and approved by the Corn-
mittee on Services for Children and Youth, December 1965 and
adopted by the Board of Dircetora, June 13, 1960.

"Provisione should be miiade for Federal iiatching of coata of admniatratlon
und services it etate and local child welfare services programs, including the
costs of maintenance in foster care of all children requiring such care, on a basis
comparable to the matching now available in public assistamv."

APWA FEDERAL LE31SLATIVE OBJECTIVES, 1966

Prior to the 1902 Amendments, Federal grants under Title V, Part 3, of the
Social Security Act were available for the limited )urix)wses of "establishing,
extending and strengthening" services "for the protection and care of homeless,
dependent and neglected children, and children in danger of becoming delin-
quent." Now, under the 1902 Amendments to Title V, Part 3, Federal grants are
available to assist the states in the development of comprehensive programs of
child welfare services.
Provisions of the 1962 Amendments for Child Wclfare Services

Specifically, the 1062 Amendments provide that such grants are to be used
for providing "... social services which supplement, or substitute for, parental
care and supervision for the purpose of (1) preventing or remedying, or
assisting in the solution of problems which may result in the neglect, abuse,
exploitation or delinquency of children; (2) protectIng and caring for homeless,
dependent or neglected children; (3) protecting anl promoting the welfare of
working others; and (4) otherwise protecting and promoting the welfare of
children, including the strengthening of their own homes where possible or,
where needed, the provision of adequate care of children away from their own
homes in foster family hoineg or day care or other child care facilities." (See.
528.) The basic legislation in regard to establishingg, extending and strength-
ening" services still pertains, but the definlt!oi of the children to be served has
been broadened and made more specific by the new definition of public child
welfare services. Moreover, greater responsibilities have been placed on state
agencies in "establishing, extending and strengthening" child welfar' services.

Conditions of eligibility for Federal Child Welfare Service funds
The 1062 Amendments to Title V, Part 3, impose new and ambitious conditions

of eligibility for Federal child welfare funds, as follows:
1. Services are to be provided in all political subdivisions of the state by 1975.

In extending these services, priority is to be given to communities with the
greatest need for such service, after giving consideration to their relative
financial need.

2. Services are to be "for all children In need thereof" requiring an aggressive
approach in locating and determining children and families in need of child
welfare services.

8.° The services to be provided, as indicated by the new definition, must be
comprehensive in nature, directed toward strengthening the child's own home
where possible, or when this is not possible, providing a variety of substitute
living situations to meet the individual needs of children Nyho must live away
from their own parents.

4. Services are to be provided to the extent feasible by trained child welfare
personnel.

Limitation of Federal funds for child welfare services
A statutory limitation of $00 million for the fiscal year ending June 30. 1970.

and for each succeeding fiscal year, is imposed on the amount of Federal child
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welfare services funds which may be appropriated by Congress for distributionon a matching formula to the states. Presently the expenditures of state andlocal funds for child welfare services are estimated to be in excess of $2
millio.10 -

To achieve the program goals envisioned by the expref terms of the 1962Amendments, the Federal government must shift the purpose of Its grant pro-gram from that of stimulating state effort to that of contributing to the totalcost of the public program 9f child welfare services in a manner equal or com-parable to the Federal grant for aid and services to needy families with children
(ADo).
Federal share in the AFDO jwogram

Under Section 403, TItle IV, of :the Social Security Act, the 1962 AmendmentsIncreased the Federal share In the cost of providing services In the ADo program from 50 to 75 percent. 'States can now receive three Federal dollars foreach state dollar spent to provide comprehensive social services, such as: solalgroup work, homemaker service, carol by foster families, medical and legal con.snitatlon, vocational education. It Is proposed that Congress enact similar pro-visions for Federal grants for Child welfare services.
The Advisory Oouncl's reoomme"ation.

Convinced that the Federal grant system should be extended, the AdvisoryCouncil on Child Welfare Servlesi 1# Its report of December 28, 1960, to theSecretary, U.S. Department of Health, Education, and Welfare, and to the Con-
grew, recommended that: I I ,The Pederal government pay part of the total cost of public childwelfareservices of each state and other cooperating Jurisdictlons through Feteralgrants-in-aid on a variable matching basis, with prviuiOn* for an Open-endappropriation, and with continuing encouragement to establisMing,; extend-ing and strengthening of such service.. .The statutory'provision for an open-end appropriation should. b eiormnu-fated in such a way as to assure that ther would ben" decrease'61 a particu-far state's et'penditure of ttate- or local m'ohny f~r child welfare se~tilce* asdetermined by the fiscal ifear 1960 Or soMn other bNide _ear. ' : , ! I"The foregoing was the only oneof the Advlobry Coundil's 15 reebinifiehdttlonsthat was not subsequently Implemented. H6wever,- it js noteworthy* that9_nuchpf the reasoning offered for the reCommendatlon found Its way Into the substanceof the 1962 Amendments. The Council pointed out, for example, that ai newFederal-state paitnorshlp in financifig was necessary In order that the statescould develop and expand comprehensive services and so that the Federal gov-ernknent c6uld encourage equalization of services within and between tated'andprovide a'basis for overall program standards . As already lndlcated,th e 1962Amendments'affiribedtese necessities but Ignored the corollary tt' the Fed-eral government should carry joint responsibility- with the state r the neces-sary financing.,

Present services and patterns of fla.solng
An examination of the extent ofeild welfare services In the statestoday and'the varied patterns of financing then e6nfitmA 1 the AdvisoryCouncil: ..... r o th ,;.v r

There Ig a wide variation lIn the 6xtentjto which states have organisedto proved# the specialized services within the definition mandated by the196 Amendment, The 1-easotns fat thee variations Incelude the #tAte's htsto-yand traditions in serving Its children, Is philoeoph of.state-eal'spIjl.bIlty- the -pairt played 'by v-bu0itaty A eClei, the- ecobo mic sitmttfjfi andtax bise, -and tbW extent 6f citizen In 'olVtemett inTviublie oilly lsues .-The rate of children .rcivig child, welfare services from s." t ud, localpublio'child welfare servlc agsf~iMeia' ipr1,0 hl ouation 'to 184 pe jb-10,00 Mhid toplation- In the bistrl('t of Coldinbia...... state. etikte tb,.... Y from one-fobrth -to one-half ofr ihe childrenknown or estmMated to b IA need Of tervlci-are receiving them, 81n1u a bout

Mra, Pst4 R11=0~k~L~ No i 1a ,r=0Sr i
2D#Paitxft- ef 1-e.Ith, Mduatlo. and Wefare,- Welmfr Ada itritihdreeB Ureau, 04M, Pro" eue.rmdW5~r hlP, .sit . . " 2.... k I , , .,,43+ ,,+ ' . 9. ., -

Mepertet o emlth, Udubaton d Wi re W ., p. i0.tatiftlI Ppme (a ngon D.C.. Governmua PrInItnif0Mfitt1*6), P'. 28.w4 04eerMM d Prpeop NP
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750,000 of the nation's 64 million children under 18 years are currently being
served,' the total number of children potentially in need of service can be esti-
mated to range from one and One quarter to three million.

Lack of adequate financing hae resulted in some states having poor foster care
and in others having none at all.

Problems of state legislation for child welfare financing Include lack of specific
statutory base for financing child, welfare service, apart from other services; a
statutory base, for direct cervices but not for admiinistration; no Iiaentifivation
of funds for child welfare In the appropriation act, or no statutory base or appro-
priation of state funds* for' locally administered public child welfare agencies.'
Similar problems characterize local financing for child welfare services.'

Enormous discrepancies in the proportion of state and local sharing, in the
costs of child welfare services and in per capita expenditures clearly demonstrate
the difference. in the quality and quantity of child welfare services being given
by'the states,.
I Percentage distributions range from Alabama's 40.4, percent Federal funds,

59.6 percent state funds and no local funds; to Ohio's 5.0 percent.Federal fund.,
1.4 percent state funds and 92.7 percent local funds. Per capita expenditures
vary from 47 cents In Idaho and Texas to $11.12 in the'District of Columbia -

Shift in Stales' proportion of financing
Emerging fromifis welter of discrepancle3, however, are identifiable trends

in providing service! and In fI .ns show acceptance of 'public
welfare's responsibility to nd its range of se and to serve more and
more 'children In need. cept for approprtathos- -in all instance now.
hve an adequate 1 base for extending services In term of the 1002 Aneild-
nient mandate., -

Within a recen en year period1 ' Feder e and local ex itures for pub-
lic, child welfa services mo donb

Inter ofpe e ne rei e Jdchanges sore
of funds er thespas t year

1$53. 20' .l
2aL~--S I n I  -. ,

There has been a ost a reversal in -the child welfare fAn ng roles of state'-
and local authorities. bile on the average the state now ae the greater-pro-
portion of financing, the be littleor no expectat any great gains from-
this shif,-It .1 the position o t.states that, al -funds, partcuarly in
the areas of Welfareand education ,e from the Federal government

Sugpeete4 mwan. jor obto$fngV s#eceersfuso t cee h
Several ite1rntives for gaining le federall' funds' neeyary to oebhie the:

program objectives mandated by the 1902 AmendmentshaV been suggested.,

0 i4i2 *vlare itmetuo., (Series o. ) Chidrens.s luteau, welfare -Administration
(Washidieth D.C, Department of Iealth,]ueatOn ad Welfae I9n3

__..The-S fi~0gures Were. estiniate0 fhm data maae variable to the conamtiee by the
Chiidr~ ' Bureau ahd sdmmarised b? V. Wilson Anderutn. a member .of t$e ommlttee
anblic m#elsfr ,f h -Oe t tomI d Y ot PetzaS~vama 4'.p t

Table NO. '1 (Washinton, D .Departmnt of hlth, Edueton, and Welfare, 1903.
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One such approach would be to identify services such as homemaker service
and foster care as Child Welfare Services and seek additional Federal financing
for them. Another would be to secure Federal matching for fully trained child
welfare staff, or perhaps for certain categories of fully trained staff; for example,
child welfare supervisors. A more comprehensive suggestion calls for Federal
matching at 50 percent across the board for services and 75 percent for services
provided by professionally qualified staff." Of these suggestions, only the last
mentioned holds any hope of meeting the need.

Value in the current method of Federal child welfare service grants
Even though the current method of Federal grants to states for child welfare

services will not result in the needed services, these grants have demonstrated a
special value over the years. Although small in relation to state and local expen-
ditures, the grants have had great effect on the strengthening and extension of
services Many state and local governments have assumed on-going responsibility
for new programs and services as the result of demonstration projects financed
by these grants. Major research projects have been developed through modest
expenditures from the Federal grants for sound research designs. State agencies,
using their Federal grants, have been able to respond quickly and flexibly to
changing needs and propitious circumstances that may not have been anticipated
during the budgetary process.

The Amerioan Public Welfare Association position
It is the position of the American Public Welfare Association that child wel-

fare as a service program should continue to receive the present Federal Grants
for Child Welfare Services and should, in addition, receive Federal financial
support in conformance with principles already accepted by Congress for other
programs such as Aid to Families with Dependent Children. Such Federal sup-
port would broaden the base of financing child welfare services in keeping with
the need and equalize services both within and between the states. This could
be achieved by amending Title V, Part 3, of the Social Security Act, authorizing
the Secretary of the U.S. Department of Health, Education, and Welfare to pay
states for amounts expended as found necessary by the Secretary for the proper
and efficient administration of public child welfare services. Specifically, this
would add to present Federal Child Welfare Services Grants a Federal share of
76 percent of state and local expenditures for the services provided as defined
in Section 528 of Title V, Part 3, and for their administration and for the training
of personnel employed or preparing for employment by the state agency or its
participating local agency. In the event the state's approved plan for public
child welfare services does not meet all the services prescribed in Section 528,
the Federal share would be equal to 0 percent of the sums expended for services,
administration and the training of personnel.

No state presently gives or is able to provide adequate child welfare services.
The lack of coverage and the lack of basic services to sustain, strengthen, supple-
ment or substitute for parental care, bear shameful witness to the enormous
gaps between this Nation's stated goals and values with respect to children, on
the one hand, and its level of efforts #nd achievements on the other. The Federa!
government cannot do otherwise than respond.

Ie Amercan Public Welfare Association, therefore, makes the following
recommendations:

1. The Federal government, through a matching program, should assist states
and localities in financing all public child welfare services and other costs associ-
ated with such service& The formula should be the same as the current 76-25
percent basis used by the Federal government in matching other public welfare
service programs.

2. Open-end appropriations should be authorized for such matching grants, with
provision that there be no decrease of state and/or local expenditures for such
purposes.

3. The current Federal Child Welfare Services grants to states should continue
because they are an essential method for encouraging innovation and experimen-

G Goal*, Problems and Progre*, op. cit., pp. 24-25.
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station, for enabling initiation of services which are new in given states and
localities, and for achieving desirable flexibility in the continuous development
and provision of adequate welfare services to children.

4. The Federal government should make further study of methods of admin-
istration which place more reliance on broad, rather than highly detailed,
measures of accountability.

Mr. Chairman and members of the Committee, this concludes my statement. I
thank you for the opportunity of appearing before you.

Senator HiRTK .Our next witness is Hon. Garland Bonin, commis-
sioner of the Department of Public Welfare of the State of Louisiana.

Mr. Bonin, I want to welcome you to the .committee and express the
regrets of the chairman that he is not able to be with you, but he assures
me he will certainly follow your statement and will read it most care-
fully and will act accordingly. In fact there were supposed to be some
questions here for ou, and I will get to those as soon as you complete
your statement. You may proceed any way you see fit. I might call
attention to the fact if you can, all witnesses put your complete state-
ment into the record and summarize such portions of it as you deem
are most important which is requested not only by the committee, but
also under the requirements of the rules of the Senate. It might be
possible for us then to complete the witness list If we do not do that I
am fearful there are going to be people on this list who will not have
an opportunity to be heard today. You may proceed, sir.

STATEMENT OF GARLAND L. BONIN, COMMISSIONER, STATE OF
LOUISIANA, DEPARTMENT OF PUBLIC WELFARE, ACCOMPANIED
BY ALVIS D. ROBERTS, WELFARE SERVICES DIRECTOR, DEPART-
MENT OF WELFARE; AND H. K. SWEENEY, GENERAL AND ASSIST-
ANT DIRECTOR, DEPARTMENT OF HOSPITALS, LOUISIANA

Mr. BONIN. Thank you, Mr. Chairman.
Mr. Chairman and members of this distinguished and important

committee, my name is Garland L. Bonin. I am the commissioner of
public welfare for the State of Louisiana and I appear here this mo-n-
mgin my capacity as commissioner.

Accompanying me this morning are Mr. Alvis D. Roberts, welfare
services director of the State department of welfare, and Mr. W. K.
Wodie) Sweeney, the general counsel and assistant director of the

Louisiana State Department of Hospitals, the agency which licenses,
classifies, and certifies facilities for the title XIX program in the State
of Louisiana. Mr. Sweeney has a statement Which we would like to
incorporate in the record of these hearings. Mr. Sweeney's statement
details the past history of nursing homes in our State, the system of
classification employed therein, the standards and the progress made
by Louisiana in this important segment of health care.

As commissioner of welfare, I am directly involved in the title XIX
program of the Social Security Act and indirectly involved with title
XVIII of that act insofar aS title XVIII promulgations affect title
XIx. I suggest:
t1) That supplementation to nursing homes be continued under
itle .XIX andthat supplementation be continued as an option to be

exercised by the individual States;
(2) That the authority to fiX standards for title XIX programs be

retained by the individual States; and
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(8) That the definition of a "spell of illness" presently proposed by
IEW will affect State title XIX programs by increasing the costs
thereto both to the individual States and to the Federal Government
while working a hardship upon the patient.

The other parts I had intended to touch on in my statement, Mr,
Chairman, I will, to conserve time, will not touch upon.

As to the first item, namely, supplementation, the Secretary of HEW
in defining requiremnts for State plans tnder suplement D, the
Handbook of Medical Assistance, purports to prohibit supplementa-
tion. Since promulgating these regulations, he has given the States
until January 1, 1906, to accomplish this.

At the outset, let me state that if there is to be a policy pro.
hibiting stipplementation, then it should be at policy enacted by the
Congress and not one left to the discretion of the Seeretary. If
Congress desires to prohibit, supplementation, then supplementation
should be phased out over a period of from 3 to 5 years. To plase
out supplementation in less time is to impoFe an abrumt and severe
hardship upon the States which now have provisions for
supplementation.

My own State of Louisiana is one of those which provide for
supplementation in their medical assistance progranis. In Louisiana
we classify facilities participating in our title XIX plan. Depending,
upon the facility's, classification, supplementation may range from
$100 to $115 per month. If provision were not made for supplementa-
tion, then given our present. program, the combined cost. to the State
of Louisiana and to the Federal Government would be increased by
$9,091,880.

1.his combined figure of $9,091,880 would be distributed as follows:
$2,311,156 by the State of Louisiana and $6,780,724 by the Federal
Government. Given the established trend of a continued ri.e in the
costs of medical care, the increased burden upon our taxpayers both
those in the State of Louisiana as well as tlose throughout the Nation,
would also be one of a continuous rise.

The history of supplementation in Louisiana reveals that once the
incident of supplementation enabled Louisiana to provide payments to
the providers of care commensurate with the services rendered, long-
term-care facilities in Louisiana underwent a dramatic change. Nurs-
ing homes began to move out. of the age of converted dwellings into an
era of modern new facilities. The State benefited from this; more im-
Po l~ant the patent benefited.

The arguments most frequently advanced against supplementation
are the fIllowing: (1), Supplementation contributes to low State-
agency paym pents; and (2) supplementation results in umequal treat,
met to those patients unable to supplement the State-agency phyinent.
The. experience of Louisiana boies both these arguments.,

Puring the period in which Loui6iana has provided for supplemen-
tation, the appropriations for miedtcal assistance for the needy made
by our legnsliture have increased by approximately 2,000 percent. As
already noted, supplementation has contributed to the advent of bet-
ter facilitieS for all patients. It is our experience that the only differ-
ence inthe treatment of patients able to supplement and those unable
to do so is that the former may be placed in private rooms or two-bed
wards while the latter may be pig.ed in four-ed wards, in all other
respects, the care and treatment are alike.
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There is another way of viewing supplementation. Is it the patient
who supplements the State's ability to pay or is it the State which
supplements the patient's ability to pay' We are inclined to the later
viewpoint. In Louisiana, patients unable to provide any part. of the
cost of their care are not denied that care. On the other hand, the
taxpayer is required to provide only that part of a patient's care which
the patient is unable to provide.

In conclusion, then, I would urge you to retain the State's option to
permit supplementation and I would ask you to make it clear to
the Secretar that. this option is not, to be denied to the States under the
guise of administrative regulations issued by the Department of
Health, Education, and Welfare.

I urge you to emphasize that the State should do for the individual
only so much as the individual is unable todo for himself.

One final thought, the rationale put forth by HEW in support of its
effort to prohibit supplementation is as follows:

If the nursing home is free to seek supplementation, the State may feel less
of an obligation to make adequate payments. Conversely, if the nursing homes
mustt accept the State's payment as )ayIUent III full, the nursing home Is more
likely to Insist upon adequate payments. In this way, base State support for
the program (and concomitant Federal matching) will be Increased.

Thus, one may discern a kind of Machiavellian logio at work here-
namely, Itt the squeeze on-set the State agency, the legislature and
the provlder-of-service at. odds with each other. From the resulting
struggle-in which two of the three will probably join together
against the third-there should evolve a better situation for the wel-
fare program while the taxpayer shoulders more and more of what
is put forth as his moral obligation. All of this at a time when State
governments are desperate to make ends meet; when the providers of
care are uneasy over the continued rise in the costs of delivering care;
when the taxpayer grows weary as the index of the cost, of living rises.
There is Machiavellian irony here, too for all this time, the experience
of Louisiana is that it is not so muci the patient who supplements
the State's ability to pay but rather the State which supplements the
patient's ability to pay. .

Turning now to the second of the three items pertaining to medicare
and medicaid which I want to discuss; namely, that the authority to fix
standards for title XIX programs be retained by the individual
States. I want to emphasize the words "retained by the States."

As a State commissioner of welfare, I belong to the American Pub-
lic Welfare Association and attend meetings of the State Commis-
sioners of Welfare. While attending these meetings, I have been made
aware that there is dispute as to whether the State standard-setting
agency for the Secretary of HEW possesses the authority to fix stand-
ards of care withill the State's title XIX plan.

I Want to make it clear that I subscribe to theposition that sections
1002(a)(1) through (22)-and particularly (a) (9) and (22)-of
title X IX place the authority to establish and inamtain standards of
care in private and public institutions in the single standard-setting
State aceney which may but need not administer tlie |ndividual States
title XIX plan. In Lodiisiana, this single standard-setting agency is
the department 6f hospitals,
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• However I wish to emphasize that I am not a lawyer and, therefore,
the possibility exists that I could be wrong in interpreting what the
act provides. Having so stated", I want to make it clear that as a com-
missoner of welfare, I would urge that if the States do not now have
the power to so fix standards that the law be rewritten to provide the
States with such authority.

The State agency is abreast of the local problem. It knows in detail
what its nee& are as well as its resources to meet those need& I am
aware that there are those who would yawn and dismiss such words
with the term "cliche." Yet, I would remind them that a group of
words become a cliche because the truth contained within the phrase
is so manifestly and immediately clear that it becomes common.

How poignant it is that a truth so clearly at the root of our form
of Government which has made these United States the envy of other
nations should be dismissed as timeworn and trite.

Nevertheless, the fact remains that what is best for Louisiana may
not be so for Nw Jersey or for Illinois and so on. I submit that there
is no one within HEW-however brilliant he may be-who knows
Louisiana's needs and Louisiana's resouros better than do the tax-
payers and the officials of the State of Louisiana.

We in Louisiana have a title XIX p lan which we deem if not the
best, then certainly among the best of the plans in the Nation, Our
plan provides for checks and balances to insure that the quality of
service purchased is in fact what the needs of the State require and at
a price which the people of Louisiana can afford.

We, in fact, have standards- which" are higher than-those for- ex-
tended care facilities in title XVIII and we have standards which 'are
less than those of title XVIIL We have these because not all patients
are alike. We classify our facilities and we place our patients in the
facility that meets their individual needs.

Louisiana's title XIX plan has flexibility and can adjust to meet
our needs as they evolve. To take this responsibility from us and as-
sign' it to the Secretary is to ran the needess risk of depriving us of
that flexibility. The removal of such flexibility is accompanied by the
loss of immediate response to any change in our needs.

When national standards are set the machinery to change them is
complex and heavy in its inertia. While Louisiana sought change in
inappropriate standards, the patients in Louisiana would be the ones
to feel the tragic weight of such inertia.

The Con in its wisdom, foresaw this danger when it enacted
the Kerr-Mils Act. It is my opinion that it continued this wisdom
in its enactment of title XIt. I I am correct in this then I urge you
to retain this wMep rovision and to make it abundantly clear that the
States and notthe Secretary have the.authorit' to establish standards
of care for their separate title XIX "lani. IfI am incorrect hi this41 1 - ' •fotfc or fo whteer rea

+ 
"

opinion, and if the Mongres from inadvertnce or ot whatever tea-
son failed to carry over this wise provision Of the trr-Mills .Aot into
title XMI then I urge you to' correct his failureO'byplying such
authority fth the States. lure by plaI+-  such

Turning now to-.the third item relattifig to title+ XVIII and title
XIX; nmely, the definition of a "spell of illness.", The itsrretation
presently proposed by HEW in State letter N6.6_6 "will afect.State title
XIX programs by increasing the costs thereto both to the individual
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States and to the Federal Government while working a hardship upon
the patient.

In section 1861(a), "spell of illness" isi defined as commencing with
the first day a patient enters a hospital, uses his hospital and extended
care benefits, if this is the case, and ending 60 consecutive days there-
after on which he is neither an inpatient in a hospital or an extended
care facility.

Although Congress defined an extended care facility in 1861(j) as
being a facility which is primarily engaged in providing skilled nurs-
ing care and related services to patients who require medical or
nursing care, the Social Security Administration evidently considers
this tote the proper definition of an ECF for all purposes except that
of determining a s ell of illness."

In State letter 9o. 65, the Social Security Administration defines
an "extended care facility" and "skilled nursing care" so as to prolong
a "spell of illness." SSA does so when it defines an ECF as a facility
which is in charge of a licensed practical nurse (who need not be a
graduate of a State approved school) with aides, orderlies, or at-
tendants on the other two shifts. Such a facility fails in the essential
element of an ECF for such a facility has never been considered in
the health care field to be primarily engaged in skilled nursing care
and services for patients who require medical or nursing care. This
definition of an ECF in State letter No. 65 adds a great deal of con-
fusion to the health care field. However, far more important, the re-
sults which follow from this deny our aged people medical benefits
which I believe Congress intended them to have.

Although there are many illustrations that could be cited, one ex-
ample will be sufficient. Let us assume that the State of Louisiana has a
welfare patient in a residential care home which has a licensed practi-
cal nurse as a charge nurse. Since he has no other home and no re-
sources, this patient will probably be there for the remainder of his
life, and, therefore, this residential care home is, in reality, his per-
manent place of abode. He is eligible for medicare benefits. He is ad-
mitted to a hospital with a severe stroke. He exhausts his hospital bene-
fits and is transferred to an ECF. After 60: days, he is .discharged
from the ECF and returns to his place of residence which is the abe-e-
mentioned residential care home. This individual can never ain
receive any medicare benefits, because he will have been judge by
the Social Security Administration to have never been outside an ECF
or a skilled nursing home for 60 consecutive days. Even though some
2 years later he falfs and breaks his leg, he will not be eligible for medi-
care because this residential care home is defined as an ECF or skilled
nursing home in State letter No. 65. It is defined by SSA as an ECF
or skilled nursing home because it has a LPN as a charge nurse. The
travesty lies in the fact that this residential care home is considered
by SSA to be an ECF or a skilled nursing home solely for the purpose
of not breaking this "spell of illness." SA: would never certify this
residential care home as an ECF or a skilled nursing home for par-
ticipation in title XVIII or title XIX programs. In those instances,
SSA would judge this residential care home to be below the standards
required of a facility for it to be certified as an EOF or a skilled
nursing home.-
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On th4 other hand, if this individual had such resources that after
being discharged from the nursing home, he could be taken to his own
home, he coula receive 200 home health care visits and his new "spell
of illness" would start 60 days from the date that he was discharged
from the EOF. In other words, an individual is not required to have
a 60-day "spell of health." State letter No. 65 makes one's medicare
benefits turn on his station in life or on the circumstances under which
he is living at the time that lie enters the h6spital

I am concerned about these individuals because of the harshness
and unfairness to them and because this discrimination places a
heavier burden on the State welfare program than Congress intended.
The States are urged to buy in on pa rtB of medicare and to pay the
deductibles for their walfare patients.

Senator Otrris. Mr. Chairman, may I interrupt for a question
right there ?

Senator HAITRE. Yes.
Senator Cmrnr. Is it fair to say that a spell of illness as defined in

the law and as interpreted by HEjW has no relation to the beginning
and the end of a particular sickness, isn't that right. I

Mr. BONIN. I will ask Mr. Roberts to answer that question, Senator.
Mr. RoBERTS. Repeat that again, please.
Senator CuRTs. It is a rather arbitrary calendared operation; is

that correct?
Mr. RoBErs. Yes; it has no relation to what may happen to him

under one spell of illness and what happens later.
Senator CuRTis. A person may have one spell of illness that lasts

10 ears CZ. RoBpzmr. Correct. -

Senator Curs. But if he is mobile enough and his family can
provide the interim care he can qualify as having a now spell of
sickness?

Mr. RoBers. After 60 days.
Senator Cuws. After 60 days have elapsed?
Mr. RoBERTS. Correct.
Senator Cuwrs. And during the interim he is entitled to home

calls ? .
Mr. Rosiamrs. Correct.
Senator Cuirrs. But a spell of sickness does not mean either in the

law or in its operation the time a person takes sick until they are wellagain?

Mr. BRo Tms. It does not refer to that illness as such. It refers to
a number of days.

Mr. BoNxi. Sixty days from the time he is discharged.
Senator Cuws. So your point is if the individual can make the

necessary shift to qualify for 60 days can come back on aitd can repeat
that throughout his life

Mr. Boinw. He would have to leave the nursing home for 60 days.
Mr. RoR.ms. What we say in here the length of-time he stays in an

entended care facility we can see the reasoning there because he left
the hospital and goes to extended care as at extension of this hospitali-
zation that he'received for the illness that he originally wen into the
hospital for. But then when he leaves the extended care facility, no
longer eligible for it or in need of it in fact, but is in need of some type
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of care, he moves maybe over into another section of that facility which
is not qualified, is not certified for extended care, but he is still treated
as if he were still in that extended care facility or hospital and he can
never get a new spell of illness until he leaves that facility.

Senator Cuinris. That is all. Thank you, Mr. Chairman.
Mr. BONIN. Within the last few dayo, the Social Security Admin-

istration has issued another letter reviewing the matter by adhering
to their original State letter No. 65 and to the instructions forwarded
to the fiscal intermediaries. I suggest the following: Strike out the
period at the end of section 1861(a) (2) and add the words "under
itle XVIII for the same medical illness." I have discussed this with

physicians and others and 1 ant certain that medical illness can be
defined or categorized with sufficient detail to formulate a sound
regulation without creating hardship as State letter No. 65 does. It
inake& little sense to define "spell of illness" on the basis of where a
patient resides or the type of institution in which lie is located. It
makes even less sense to define "extended care facilities" or "skilled
nursing services" in a manner contrary to long accepted standards.
It does make sense to define "spell of illnea3s"' in terms of medical
illness. Mr. Chairman, this concludes my remarks on supplementa-
tion the first three items, and I do want to thank you and the members
of this singularly important committee for having us here this morn-
ing, I would request. that. Mr. Sweeney's remarks be included in the
record. And we are now available for questioning and will endeavor
to answer any inquiries which you may have.

Thank you.
Senator HARTKE. Mr. Sweeney's remarks will be made a part of the

record. (See p. 1035.)
These questions were submitted by Chairman Long and are his ques-

tions: Should supplementation not be allowed to continue in Louisiana
after January 1, 1969 the date set by the Secretary of Health, Educa-
tion, and Welfare as final, in your opinion, what would happen to the
quality of care to patients now in nursing homes?

Mr. BoNiN. Mr. Roberts will answer that.
Mr. ROBEMrs. First off, let me say that those disfavoring supple-

mentation assume that the tate legislature. will appropriate the neces-
sary money to offset the discontinuation of supplementation. From
our knowledge of the present economic situation in Louiiana, we
have doubt this would happen. In fact, we asked for money in this
last session of the legislature when we thought that this supple-
mentation would be discontinued July of this year, and we were turned
down on it. So we know that it would not happen. We just can't
expect the nursing homes in Louisiana to continue their present care
and services on approximately two-thirds of the income which they
now receive under our supplementary program.

When you become gared to spending a dollar for a specific item of
service and you only budget 65 cents for that same item of service
you can only expect to buy a lesser grade of service.

As to what would happen to the patient, i can only speulate. A num-
ber of things could happen all of which I deem undesirable. Most
probably since the quality 'o care would be so adversely affected, the
nursing homes themselves Would no longer care to participate in our
welfare program. More and more of themn Would turn to the private
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patient and medicare patient where the compensation would be con.
siderably more adeqiiale. The incentive to construct modern nursing
homes would no longer exist, at least so far as our pr&seit title XIX
program is concerned and our department would be pres&ed a great
aearto find adequate beds for our Vresent clients as well as-those from
time to time in the future that. will need and demand nursing care.

We have 130,000 old-age assistant recipients in Louisiana and the
average age is 75. That means a lot of these people are in the upper 80's
and even 90's, so more and more of these people will have to turn to
these nursing homes for care and, of course, we will have to pay along
with the families. If this supplementation was cut off, I think it would
then become increasingly difficult for us to find beds to put these aged
and infirm people.

Senator HAmxv. The second question: It appears that the stand-
ards of nursing care in Louisiana are-quite high as compared to those
of some other States. To what specific conditions would you attribute
the growth of this apparently improved care in Louisianat
Mr. Bomre. I will ask Mr. Sweeney to answer that.
Mr. Swnizi.y. We attribute thdt primarily to two factors, one is

our classification program wherein new construction is promoted
through a system of increased welfare payments and the lower supple-
mentation maximums for those residents in these newly constructed
homes offering additional and more skilled nursing services.

In 1981 :fhre were 542 beds in Louisiana classed as "A" beds. In
1967 there are 8,113 beds classified as "A" beds. We think this is a most
significant increase in new construction and additional skilled nursing
services. Without the supplementation program and without the State
being able to provide it, we feel that the promotion or the encourage.
ment and incentives for new nursing homes with more skilled nursing
services being offered would be definitely terminated.

Senator HAm'KE. Senator Curtis, do you have any questions?
Senator Comis. Nothing further.
Senator HARTKE. I have nothing further.
I want to thank you gentlemen for your testimony and thank you

for being with us this morning.
(Mr. Bonin's prepared statement and Mr. H. K. Sweeney's statement

follow:)
STATEMENT OF GARLAND L. BONIN, COMMISSIONER, STATE OF LOUISIANA

DzEPaMrTUM oF PUBLto WLrARX

Mr. Chairman and Members of this distinguished and important Committee:
My name Is Garland i. Bonin. I am the Comissloner of Public Welfare for
the State of Louisiana and I appear here this morning in miy capacity as
Commissioner.

Aceompanying me this morning 'are Mr. Alvis D. Roberts, Welfare Services
Director for the State of Louisiana and Mr, H. K. (Woodie) Sweeney, the
Geneml Counsel and Assistant Director of the Louisiana State Department, of
Hospitals,. the Agency which licenses, ,assifles and certifies f~q1ities for the
Title XIX program in the Statq of Louisiana. Mr. Sweeney has a 'tatemeit
which we would like to' have made -a part of the record of these hearings.,
Mr. Sweeney's ftate ent details the past history of nursing homes in our State,
the 'system of elasifcation. employed therein. the stargdards and the progress
made by. o4 lana In tWs Importont segment. o health-cre .
40ommiloner Welfqre, I.i adiirecti; Inolved In the tiftie *lx riogran

oflte'W Ooa eity Act and Indiretly Involved with ?it1e XVIII 4f that Act
insofar As Tide XVl I promulgatiotii affect Title XIX. .1 , " , -
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In appearing here today, I want to address some remarks to the following:

(1) That supplementation to nursing homes be continued under Title XIX
and that supplementation be continued as an option to be exercised by the
Individual states;

(2) That the authority to fix standards for Title XIX programs be
retained by the Individual states; and

(3) That the definition of a "spell of Illness" presently proposed by HEW
will affect state Title XIX programs by increasing the costs thereto both
to the Individual states and to the Federal Government while working a
hardship upon the patient.

In addition, Mr. Chalriman, I want to address myself to the following areas of
H.R. 12080:

(1) Title II, Part 1-Public Assistance Amendments, Sections 205, 208
and 208(a) of the Bill;

(2) Title II, Part 2-Medical Assistance Amendments, Sections 228(a)
and 230 of the Bill;

(3) Title lit-Improvement of Child Health, Section 304 of the Bill; and
(4) Title IV-General Provisions, Section 401 of the Bill.

As tO the first Item, namely, supplementation, the Secretary of HEW In defining
requirements for State Plans Under Supplement D, the Handbook of Medical
Assistance, purports to prohibit supplementation. Since promulgating these regu-
lations, he has given the States until January 1, 1969 to accomplish this.

At the outset, let me state that It there is to be a policy prohibiting supple-
mentation, then It should be a policy enacted by the Congress and not one left
to the discretion of the Secretary. If Congress desires to prohibit supplementa-
tion, then supplementation should be phased out over a period of from 3 to
5 years. To phase out supplementation In less time Is to Impose an abrupt and
severe hardship upon the States which now hare provisions for supplementation.

My own State of Louisiana Is one of those which provide for supplementation
In their medical assistance programs. In Louisiana we classify facilities par.
ticipating In our Title XIX plan. Depending upon the facility's classification,
supplementation may range from $100$ll5 per month. If provision were not
made for supplementation, then given our present program, the combined cost
to the State of Louisiana and to the Federal Government would be Increased by
$9 091,880.00. 1

lhis combined figure of "$9,001,880.00 would be distributed as follows:
$2,311,56.00 to the State of Lonfslana and $0,780,724.00 to the Federal Govern-
ment. Given the' established trend of a combined rise In the costs of medical
care, the Increased burden upon our taxpayers, both those In the State of
LouiSiana as well as those throughout the nation, would also be one of a
continuous rise.

The history of supplementatlo In Loulslana reveals that once the incident
of supptementatlon enabled Louisiana to provide payments to the providers of
care commensurate with the services rendered, !ong-term care facilities In
Loulsiana underwent a dramatic change, Nursing homes began to move out of
the age of converted dwellings into ap era of modern new facilities. The State
benefited from this; more Important, the patient benefited. -

The argumen(4 most frequently advanced against supplementation are the
following: (1) Supplementation contributes to low State-Agency payments; and
(2) SUpplementation results in unequal treatilient to those patients unable to
supplement the State-AgencY payment. The experience of Louisiana belles both
these arguments.

During the period In which Lonisiana has provided for supplementation, the
appropriations for medical assistance for the needy made by our Legislature
have increased by approximately 2,000%. As already noted, supplementation has
contributed to the adVent of better facilities for all patients. It is our experience
that the,0nly difference In the treatment of patients able to supplement.and
those Unable to 4o so.is that the former .,ay e played In private room sortwo-bed wards while'the latter may- be ilac6d In 4-bd wards. In ali oter
respects, the care and treatment are silkt.,
. There 1p another way f ,vlewlng sapplementatlon. Is it the ja'iient who sup-
plemenis-t State's ablity to pay or Is It the State which. sipplements the
patient i abilty,.to poy?'We are Inclined t6 the latter viewpoint. In Loulana,
patients unable to piovide any part of the cost of their care are not denied that
care. On the other hand, the taxpayer to required to provide only that part of a
patient's care which the patient is Unable to 4pov4dq.

88-981 o-T-pt. 2-4*
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In conclusion, then, I would urge you to. retain the State's option to permit
supplementation and I would ask you to make it clear to the Secretary that this
option is not to be denied to the States under the guise of Administrative
regulations Issued by the Department of HEW.

I urge you to emphasize that the State should do for the individual only
that much that the individual is unable to do for himself.

One final thought, the rationale put forth by HEW in support of its effort to
prohibit supplementation Is as follows:

If the nursing home is free to seek supplementation, the State may feel
less of an obligation to make adequate payments. Conversely, if the nursing
homes must accept the State's payment as payment Its full, the nursing home
Is more likely to insist upon adequate payments. In this way, basic State
support for the program (and concomitant Federal matching) will be
increased.

Thus, one may discern a kind of Machiavellian logic at work here namely, put
the squeeze on: set the State Agency, the Legisuature and the provider-of-service
at odds with each other. From the resulting struggle-in which some two of the
three will probably join together against the third-there should evolve a better
situation for the welfare program while the taxpayer shoulders more and more
of what is put forth as his moral obligation. All of this at a time when State
Governments are desperate to make ends meet; when the providers-of-care are
uneasy over the continued rise in the costs of delivering care; when the taxpayer
grows weary as the Index of the cost of living rises. There Is Machiavellian irony
here, too, for all this time, the experience of Louisiana Is that It is not so much
the patient who supplements the State's ability to pay but rather the State which
supplements the patient's ability to pay.

Turning now to the second of the three Itt as pertaining to Medicare and Medi-
caid which I want to discuss, namely, that the authority to fix standard-; for
Title XIX programs be retained by the individual states, I want to emphasize the
words "retained by the states."

As a State Commissioner of Welfare, I belong to the American Public Welfare
Association and attend meetings of the State Commissioners of Welfare. While
attending these meetings, I have been made aware that there is dispute as to
whether the state standard setting agency or the Secretary of HEW possesses
the authority to fix standards of care within the ?tate'R Title XIX Plan.

I want to make it clear that I subscribe to the position that Sections 1902(a)
(1) through (22)-and particularly (a) (9) and (22)-of Title XIX place the
authority to establish and maintain standards of care in private and public
institutions in the single standard setting state agency which may but need not
administer the Individual state's Title XIX Plan. In Louisiana, this single stand-
ard setting agency is the Department of Hospitals.

However, I wish to emphasize that I am not a lawyer and, therefore, the
possibility exists that I could be wrong in interpreting what the Act provides.
Having so stated, I want to make It clear that as a Commissioner of Welfare, I
would urge that if the states do not now have the power to so fix standards that
the liw be re-written to provide the states with such auhority.

The State Agency is abreast of the local problem. It knows in detail what ita
needs are as well as its resources to meet those needs. I am aware that there are
those who would yawn and dismiss such worded with the term "cliche". Yet, I
would remind them that a group of words becomes a cliche because the truth
contained within the phrase is so manifestly and Immediately clear that it
becomes common.

How poignant it is that a truth so clearly at the root of our form of Govern-
ment which has made these United States the envy of other nations should be
dismissed as time-worn and trite.

Nevertheless, the fact remains that what Is best for Louisiana way not be so
for 'New Jersey or for Illinois and so on. I submit that there is no one within
HEW-however brilliant he may be--who knows Louislana's n6eds and Loulsi-
ana's resources better than do the taxpayers and the officials of the State of
Louisiana.

We in Louisiana have a Title XIX Plaht *h!cb we deem if not the'beft, thetl
certainly among the best of the Plans in the nativn,. Our Plan provides for checks
and balances to protect that the quality of services purchased is in faet what
the needs of the State require and at a price which the people of Louisiana can
afford.

We, in fact, have standards which are higher than those for extended care
facilities in Title XVIII and we have standards which are less than those of Title
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XVIiI. We have these because not all patients are alike. We classify our facilitle.%
and we place our patients In the facility that meets their Individual need.

Louisiana's Title XIX Plan has flexibility and can adjust to meet our needs as
they-OVolve. To take this responsibility from us and assign It to the Secretary is
to run the needless risk of depriving us of that flexibility. The removal of such
flexibility Is accompanied by the loss of Immediate response to any change In our
needs

When national standards are set, the machinery to change them Is complex and
heavy In Its Inertia. While Louisiana sought change In Inappropriate standards,
the patients in Louisiana would be the ones to feel the tragic weight of such
!nertla.

The Congress, In Its wisdom, foresaw this danger when it enacted the Kerr-
Mills Act. It Is my opinion that It continued this wisdom in its enntmuent of
Title XIX. If I an correct In this, then I urge you to retaln this wise provision
and to make It abounidantly clear that the states and not the Secretary have the
authority to establish standards of care for their separate Title XIX Plans.
If I am Incorrect in this opinion, and if the Congrezs from Inadvertance or for
,-hatever reason failed to carry over this wise provision of the Kerr.Mills Act
Into Title XIX, then I urge you to correct this failure by placing such authority
with the states.

Turning now to the third item relating to Title XVIII and Title XIX, namely,
that the definition of a "spell of Illness" presently proposed by HVW In State
Letter No. 65 will affect state Title XIX programs by Increasing the costs thereto
hoth to the Individual states and to the Federa! Government while working a
Hardship upon the patient,

In Section 1861 (a), '°spoll of illnes.i" Is defined as commencing with the
fi st day a patient enters a hospital, uses his hospital and extended care benefits,
if this Is the cae, and ending 00 consecutive days thereafter on which he Is
apither an in-patient In a hospital or an extended care facility.

Although Congress defined an extended care facility In 1861(j) as being a
'cIlity whikh Is primarily engaged in providing --killed nursing care end related

services to j-atients who require medical or tiuring care, the Social Security
Admin'stAtIon evidently coneders this to be the proper definition of an ECF
for all pur o-e1 except that of determining a a"srll of Illness."

In State Letter No. 65, the Social Security Administration defines an "extended
care facility" and "Pkilled nursing care" so as to prolong a "1pall of fllnes."
ISA does w when it denes an ECF as a facility which Is In charge of a licensed
practical nurse (who need not be a graduate of a state approved school) with
aidem, orderlies or attendants on the other twio shifts. Such a facility fa1,7 In the
ex-entlal element o2 an EUP, for such a facility has never been coaisidered In
the health care field to be primarily engaged in skilled nursing care and services
for patients who require medical or nursing care. This definitlon of an ECP In
State Letter No. 65 adds a great deal of confusion to the health care field.
However, far more Important, the results which follow from this deny our
acd people medical benefits which I believe Congreso Intended theil' to have.

Although there are many illustrations that could be cited, one example will
be sufficient. Let us assume that the State of Louisiana has a welfare patient
in a residential care home which has a licensed practical nurse an a charge
nurse. Since he has no other home and no resources, this patient will probably
be there for the remainder of his life and, therefore, this residential care
home Is, In reality, his permanent place of abode, Ile is eligible for Medicare
benefits. He is admitted to a hospital with a severe stroke. He exhausts his
hospital benefits and ts transferred to an ECF. After 60 days, he is discharged
from the EOF and returns to his place of residence which Is the above mentlonid
residential cate home. This Individual can never again receive any Medicare
benefits, because he will have been Judged by the Social Security Administration
to haVJ never been outside an ECF or a skilled nursing home for 60 consecutive
days. Even though some two yearslater he falls and breaks his leg, he will not
be'eligible fdr Medicare bemuse this residential care home Is defined as an
EOF or skilled nursing home In State Letter No. 65. It is defined bySSA as an
HOF or killed nursing home because It has a'LPN as a charge nurse. The
travesty- lies In the fact that this residential care home Is considered by BSA
to be an ECF or a skilled nursing home:solely for the purpose of not breaking
this "spell'of Illness.- SSA would never certify-,this residential care home as an
ECF or a skilled nursing home for participation in l'Title XVIII or Title XIX
programs. In those Instances, SSA would judge this residential care home to be
below the standards required of a facility for it to be certified as an ROF
or a skilled nursing home.
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On the other hand, If this individual had such resources that after being
discharged from the nursing home, he could be taken to his own home, he could
receive 200 home health care visits and his new "spell of illness" would start 60
days from the date that he was discharged from the EUF. In other words, an
individual is not required to have a 60 day "spell of health." State Letter No. 65
makes one's Medicare benefits turn on his station in life or on the circumstances
under which he Is living at the time that he enters the hospital.

I am concerned about these individuals because of the harshness and unfair.
ness to them and because this discrimination places a heavier burden on the
State Welfare Program than Congress Intended. The states are urged to buy-
in on Part B of Medicare and to pay the deductibles for their welfarb patient&

Within the last few days, the Social Security Administration has Issued another
letter, reviewing the matter but adhering to their original State Letter No. 65
and to the instructions forwarded to the fiscal Intermediaries. I suggest the
following: Strike out the period at the end of Section 1861(a) (2) and add the
words "under Title XVIII for the same medical Illness." I have discussed this
with physicians and others and I am certain that medical illness can be defined
or categorized with sufficient detail to formulate a sound regulation without
creating hardships as State letter No. 65 does. It makes little sense to define
$$spell of illness" on the basis of where a patient resides or the type of Institution
in which he is located. It makes even less sense to define."extended care facilities"
or "skilled nursing services" In a manner contrary to long accepted standards.
It does make sense to define "spell of illness" In terms of medical illness.

Mr. Chairman, I pass on, now, to my remarks concerning specific points pres-
ently contained in H.R. 12080 as reported by the House of Representatives.
We are asking for this committee's careful review of certain provisions of H.R.
12080 and for its support for Louisiana's position in reference to them.

Section 205 amends and improves the provision for matching funds for foster
care for children who were receiving AFDO. However, we believe the Child
Welfare Services Program including its Foster Care Services would be sub-
stantially improved if the Congress would provide Federal matching for the
entire program, similar to the matching provided in AFDO. There are many chil.
dren needing foster care who were never eligible for AFDC under the law,
or whose families never came to the attention of the Public Welfare Department
before the court committed them to our care.

In fiscal 1966-07, this Department paid $5,298,97.25 for 4,731 children in
foster care. Only 760 had been AFD0 children In the month they went Into
foster care. The total program of Child Welfare Services (including foster care
payments) cost $8,029,183, of which the Federal Government paid only $1,752,559.
We ask your support of provisions to provide matching for all foster care ex-
penditures in addition to other Child Welfare Services.

We also ask your support of Section 208 of H.R. 12080. This Department has
found emergency assistance to families with needy children often necessary,
but received no Federal participation unless the children also qualify for AFDC.

We hope the Senate Finance Committee will review carefully Section 208(a)
amending Section 403(d) of the Social Security Act which limits, after 1967; the
percentage of children in the State who can receive AFDO on the basis of the
absence of a parent to the percentage of children under 21 in the State receiving
aid for this reason In January 1967.

We believe it is unsound to penalize a child whose need arises later than
1907-which could happen. This State has had a problem in connection with
families whose wage earner leaves the State to find employment and does not
return. This is especially true in the agricultural parishes where methods of
agriculture have changed so fast.

We ask that the Senate Finance Committee examine carefully all proposals
to restrict the AFDO Program as they could easily mean more expenditures in
Child Welfare Services, without any advantage to the children, who may well
be better cared for in their own homes, if lack of money is the basic problem.
We already have a suitable home provision to provide for children who are
truly neglected.

We are very much interested n the provisions for training of ADO parents
and children, but we believe there should be more direct financial participation in
such training by the Federal Agency. Louisiana is spending a large percentage
of income on Welfare and would help on financing such a program. If we
could get 90% matching for such costs we could implement this type program
more effectively.
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We would like to go on record as strongly opposing Section 228(a), which
amends Section 1902(a), lines 12-22 on page 157, which provides that the State
Medical Assistance Plan effective July 1, 1969, would be required to provide for
consultative services by health agencies and other appropriate state agencies to
hospitals, nursing homes, home health agencies, clinics, laboratories and other
agencies which may be specified by HEW. This consultation would be, to assist
these institutions with reference to Title XVIII (Medicare), Title XIX (Medic-
aid) and Title V (Child, Health) to qualify for payments, to establish and
maintain fiscal records and to provide information needed to determine payments
due. This would take the place of the present provisions under Title XVIII,
which authorizes HEW to enter into agreements with state agencies to provide
comparable services under Medicare.

Under the present law, this activity is 100% financed from, Federal funds.
Under the amendment, as we interpret it, the states would be required to match
on a 25% to 75% to pay for this service. We urge that the Federal Government
continue to bear the cost for this activity.

We do not object to (page 159, line 10, section 230) the Itemized method for
billing the medically needy; however, this Agency would be strongly opposed to
this method for billing money grant welfare recipients. We would object to this
method on the gruhdsg that many of our recipients are old, Infirm, some are
senile, others are emotionally disturbed, many are in nursing homeh or receiving
nursing care In their own homes, illiterate, and in many cases completely inade-
quate. These individuals are badly in need of the services of this Agency and all
of the assistance and encouragement our professional staff can give. If they are
required to secure an Itemized bill from a physician, present it to the Welfare
Department, collect this sum and then transmit it to the physician, they would
be completely confused and, in many instances, unable to complete this procedure.
We are of the opinion that this would be cruel, unfair and unjust to welfare
recipients as a whole and, therefore, strongly urge that you do all within your
power to retain the present method of Vendor Payments by the Department on
behalf of welfare recipients for medical services rendered.

We are strongly opposed to the provision in Section 304 (page 135, lines 6-13)
which requires'the state agency administering Aid to F'amilies with Dependent
Children to pay the SeCretary of Labor for expenses involved for "testing and
counseling services and other such services."

These services are ordinarily provided Without charge to the general public,
and we-do not understand why the public assistance applicants and recipients
are not eligible for the services of the public employment offiCes ont the same
basis as others.

Please support Section 401 amending Title VII of the Social Security Act to
provide grants'for social workers, manpower alid training. Lack of technically
trained personnel isa constant problem. - .

Mr. Chairman, this conclUd6s oiir remarks. We want 'to thank you and the
inembers of this stngulfrly important comniitte for having us here this morniuig.
We are available for questioning and will endeavor to answer any inquiries
which you or the other distinguished Senators may have. Thank you again.

STATEMENT OF H. K. SWEENEY, GENERAL COUNSEL 'AND ASSISTANT DIREo%
STATE OF LOUISIANA DEPARTMENT OF -HOSPITALS

In order to understand thQ urng Honie'programnwithin the State of
I4ouislana we must consider.some background.* I know that all of you are familiar
with cofld0 ts tha ur elolerly ,dctizen -cught in a changing soc ety-were
forced to endue n years gone by. i donot choose to 4urdn'you with wjien and
how these conditions came about. So I will pick a chronological point to begin.

Prof to 1052 as a matter of necessity, to protect their clients, the Louisiana
Department of- Public;Welfare had adopted certan. minimum standards for the
operation of homes caring for the elderly. and. had certified homes for Its re,
ciplents. In 1952.the Louisiana State Legislature passed Act 406. This Act
authorzed the L66lslana 'State Board of Health to license and regulate homes
for the aged, the:chronically- Ill and the phylcally infirm or handicapped;, to
adopt and prop nlgate minimum -standards for their operation; to exercise
supervision and -inspection of ,the homes for the Ill, the infirm. 04d the aged,
Minimum Standards were promulgated based on those previously used by the
Department of Public Welfare. As of September 16, 1055, the Board of Health
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was still waging a struggle between meeting the demand for nursing home beds
and maintaining standard& 'Their report of that date Illustrated the situation
as follows:
Homes licensed --------------------------------------------
Almost ready for licensing ------------------------------------ 24
Problem homes --------------------------------------------- 8
New bomea in process ---------------------------------------- 8
Total beds licensed ---------------- ----------------------- 3,00

At the Lsistance of the nursing homo operators the State law was amended
In 108 transferring the licensing of nurslngl homes front the State Board of
Health to the State Department of Hospitals. At that the there were 100
nursing homes licensed offering 4,185 beds.

One provision of the Act transferring the licensing functions provided for a
Nursing Home Licensing Council composed of e-offlcio members from the State
Board of Health, the State tire Marshal's Office and the State Department of
Public Welfare as well as the Dirttor of the )epartment of IHospitals. The
balance of the Council was and Is composed of two members elected from smalll"
nursing homes two elected from "large" nursing homes, and one at large em-
bAr elected by all licensed Nursing Homes. Meetig of the Council are bold
periodically to discuss trends with possible revision of the standards. Their
function was and Is to upgrade standards of operation of Nursing Homes. The
last revisions were added In 1088, but with the greater emphasis now being
placed on professionalIna ti on of staff and more exacting procedures and policies,
we are In the process of making other revisions.

After functioning under this system for a few years, the Department of lIf"-
pitals. and the IMepartinent of Public Welfare realised that what they were seeking
was not being accomplished very rapidly. Consequently, and with the concurrence
of the Licensing Council a classification plait was developed.

May 1, 19061, marked the beginning of the classificalion of nursing homes in
Louisiana. The plan was to form an Integral part of an expanding effort to
promote improved nursing care for the aged and Infirm and In turn, a part of
a nationwide effort to promote and maintain the imaxitmum degree of physical
and mental independence of nursing home patients. This plan was based primarily
on the traditional American systen-.e., value paid for value received.

Recognising that proved care means higher costa for the owners of the
facilities, a graduated schedule of payments was developed, with the Dlepartment
of Public Welfare paying part of the costs and allowing sopplementatIon by the
family ur other sources for the balance. The two pressing neds at this time
were for the improvement of the physical plants and of nursing care, The pRy-
went schedule recognized the home licensed under the Standards developed by
the Department of Hospltals as opposed to the previous standards used prior
to the promulgation of the more rmtricted requirements.

The classifications r.dopted In addition to minimum standards wore as follows:
A-I-New construction, registered nurses services 24 hours per day.
A-lI--New construction, registered nurse in charge and licensed practical

nurses 24 hours per day.
A-ll--New construction, licensed practical nurses 24 hours per day.
B-I--,Old construction, registered nurses 24 hours per day.
B.---Old construction, registered nurse In charge and licensed practical

nurses 24 hours per day.
B-i.--Licensed practical nurses 24 hours per day.
Unclassified-Bare miinimum standards met,

With these standards enforced by the Department of Hospitals the Departnent
of Public Welfare agreed to a graduation of payments and a maxinium charge
for their recipients as follows:

• -uV4lune ess Dlllstks DPW palnmdt Madmimeharg

iI*....... .............. ;. .............................. ele ~ebr aaa i t ts 4v ~ tet oo e a s ~.0 le* .......i e. o e ...... 4 . . ..i o
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Oni Juno 30 of 1001 there wro 112 lk'nsed nurtilig homes It the Stato pro-
vidlug 0,%65 bods. Tto numbt' r of nursing homo beds, not homes, It each elnstd-
flcatlon was as follows:

A-1 - 98
A-1 - 219
A-Ill .................................. 22i
11-I .............................................- . 30
I1- I ---------------------------------------------------------------- 700
i-Ill - - 613

Uiclassifl ed ............................................... 4 040
At the present titno the whodul tif l)kirltiulwt of Public Welfiro paYnieuts

aind the nmaxlimuni ehorgo Is is follows:

NufsIng hom clnicabon OPW paymsat Mazmumchlle

A: ... ............................................... P S
eB o, ............................................................. .... t !

After six years of operation under the classlflealloli ysteml, as of Junme, 1007,
there wero 10 h listed nursing homes It Loulslana provdlng 10,899 beds. The
lilnmbOr of nursingi home beds, not lhotines, Iii each chasslflcatton Is:

A-I ---------------------------------------------- ---------------- 5,430
A-I ------------------------------------------------- 2,101
A-Ill -------------------------------------------------------- 04
1I-1 ------------------------------ . -------- 482
I-Il ............................................................... 1,351

- - ------------------------------------------ ................. 321
Unclasslled ------------------------------------------------------ 032
As of May 1, 1981:-

'1' tal IheS lic nursing homes ....-.-.-.............................. 112

Total -ls. ,..------------------------------------------ U, 1m5

A-I ---------------------------------------------------------- 08
A-I ----------------------------------------------------- 21
A-ll.-------------- --------------------------------
Bl-I ------------------------------------------------------- S00
it-i ----------------------------------------------------- 700

-------------------------------------------------------- Il1a
...............-................ .......--- 4,040

'46tnI 'A l1Ied (1001)---------------------------------- 542
Total A bels (1001) -------------------------------------------- -,113

Increase from 1001 ------------------------------------- +75 571

Total HI Bilds (1001).----...... ----. .... ...- , . -1.578
Tota'll Itedme'(00?)- ------------------------ %154

nrea fe 1001)o..m ........................-............

'Total Uinclamlled (1 ..).- -... .... ,.-------- 4,040
Total nclasslfied (1007) .........- . ,----------- 02

DeerI s from 11------- ----------- - --------- -- , 408

Prior to Cla6ll0tlon oft taeltle and qraduated payments plus pI4duatod supple-
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As of June 197: '
Total licensed nursing homes ' 190

Total beds ............. 10,899

A-I -,480
A-l - -- 2,013
A- ------------------------------------------------- 64
B-I ------------------------------------------------- 482
B-I ---------------------------------------------- 1,351
B-1 ------------------------------------ 321
Unclassified --------------------------------------- 032

After 0 rears of classification and graduated payments plus graduated supplementation,
120 are certified ECbs under Medicare.

You will note the marked Increase In the number of beds providing maximum
service and care as opposed to the situation which existed six years ago. We
feel that this has been a direct result of tho classification and Incentive System
and was brought about through the Joint efforts of the Department of Hospitals,
the Department of Public Welfare and the Nursing lome operators themselves.

E ven before the advent of Medicare with the focus on Improved quality care,
the Department of Hospitals In consultation with the Nursing Home Assoiation
began talks of changing the program so as to recognize other areas of concern
as regards patient care. We are presently finalizing a new dan to present to the
Department of Public Welfare for its guidance and, hopefully, acceptance. The
areas of prime concern other than nursing and physical environment will be
clinical records, dietary, and professional consultation. The plan Is so devised
that it can be altered at any time to put added einphasis on any area covered by
the Conditions of Participation for Medicare.

Of the 109 licensed Nursing Homes in Louisiana, 120 of these have been certi-
fied as Extended Care Facilities. We feel, we know, that thiu extremely high
percentage Is a result of our cooperative program.

If the future goals are well defined and steady progress Is planned toward
those goals, we feel that the future of the nursing home can be built on a firm
base. With the problems already encountered In scarce personnel and other
areas, it seems Impractical to expect immediate fulfillment. Who is better
prepared to overcome the obstacles than the local nursing home adminis-
trators and state agencies working cooperatively? We offer our past experi-
ences as a basis of what can be done and our hope for the future as a guide
for others to equal or better.

DEPARTMENT O IIEALTH, EDUCATION, AND WELFARE,
80OIAL Sr.jORuy ADMINISTRATION,

Baltimore, Md., April 10, 1967.

BUREAU OF HEALTH INsuRANCE L m R, STATE Aozzoy No.85

Subject: Criteria for determining whether a facility is primarily engaged in
providing skilled nursing care and related services for purposes of deterinin-
Ing when a spell of illness ends.

L INTODUOTION

This letter provides revised criteria for determining whether a facility is
rimarily engaged in providing skilled nursing care and related services with-

the meaning of section 1881(J)(1) of the Social Security Act for purposes
of determining when a spell of illness ends.

Tbe law provides for a limited period of extended care benefits within a
spell of Illness for those persons who need continuous skilled nursing care after
hospitalization. Once a beneficiary has exhausted these benefits, he cannot renew
them until he ends his spell of illness, I.e., until he has not been an inpatient of
any hospital or of any facility which meets the definition contained in section
1881(e) (1) or 1861(j) (1) respectively, for 60 consecutive days. Since the main
purpose of this requirement Is to provide a means of limiting the overall costs
of the program It is not Intended that a person be able to qualify for benefits
again after 60 days of nonpayment by tranferring.from a participating facility
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or participating distinct part of an institution into another institutional setting
where, though the facility is not a participating provider under the medicare pro-
gram, the patient can continue to receive, In ef.eot, the same type of nursing care
and related services. For this reason the law makes it clear that a spell
of illness continues In an institution which, though it does not meet all the re-
quirements for participation In the program, meets the definition contained
lu section 1861(J)(1) of a facility which is primarily engaged In providing
skilled nursing care and related services. It is, therefore, vitally Important to
know at the time of beneficiary enters an institution whether that Institution
meets the definition of a hospital or a facility that would continue his spell of
illness. I. DZINITION Or AN 1881(J)(1) VAOILITY

An Institution which will prolong a spell of illness is defined In section 1881
(J) (1) as an institution (or a distinct part of an institution) which i primarily
engaged In providing to Inpatlents:

1. skilled nursing care and related services for patients who require
medical or nursing care, or

2. rehabilitation services for the rehabilitation of injured, disabled, or
sick persons.

(For purposes of the 1881 (J) (1) definition, this Includes institutions primarily
for the care and treatment of mental disease or tuberculosis, even though such
institutions are precluded from participating under the program as extended

care facilities.)
111. CRITFIA FOR TAXING DERMINATIONS

A. An Institution will be classified as being primarily engaged In providing to
Inpatients skilled nursing care and related services If the Institution meets the
following tests

1. It provides nursing services under the direction or supervision of one
or more registered professional nurses or licen.ed practical or vocational
nurses without regard to whether they are waivered or not (this condition
will be considered met even If the nurse is also the administrator of the
facility or Is employed on a part-time basis)

2. there are nursing personnel on duty 24 hours a day (nursing personnel
Includes registered professional nurses, licensed practical or vocational
nurses without regard to whether they are wavered or not, practical nurses,
student nurses, nursing aides, and orderlies);

8. the number of full-time equivalent nursing personnel to the number
of beds Is not lees than an average ratio of 1 to 16 per shtft. This means
that a facility which has three 8-hour shifts would have to have a minimum
of the equivalent of three full-time nursing personnel during a 24-hour period
for each 15 beds. It Is not necessary that the -I to ,5 ratlo be maintained
for each shift, but the average for all shifts has to be at least '1 to 15.-
Nursing personnel Include all those persons listed in 2 above. In deter-
mining the ratio, nurses who are also administrators should be counted
as nursing personnel. - 4 I

4. it provides bed and board to Inpatients in counectloO with the fur-
nishing of nursing care,. plus one or moremedically related health services
such as physicians' servlees, physical, oupatlonal, o speech therapy,
diagnostic and laboratory services, gad administration.. ot meolcation.
'(Social, diverslonal, or rOctAtioal services provided by the institution
would not be considered a ndically related health service.)

The following guides should be _ised in apping the tests to the noewrtIet-
ating remainder of as tittlon (other th a hospital) where a d stinct rt
of the institution Ms beef certified for participation as an extended oare tae ty.
If the nursing supervision requirement inthe conditions of participation was met
by the distinct part exteaido eare fa ility on the basis of a sharing arrange-
ment with the remainder, tedt 1 above will be considered met by the nonpartici-
pating remainder. In determining whether tests 2 and 8 ae met, the State agency
should use the information obtained during the survey of the distinct part ex-
tended cars facility (8tate Agency Interim Guldeline. 8W0,6),wherethere was
sharing of ndir 4g Prsonnel. Thus, for, einple, In'' etmntnin, wbetber the
remainder meets the I to 15 nursing pereomne ratio, * thereae 40,tll-time
nursing Dersonhel employed in the ntpartcipatlnv remainder and 10. of thee
personnel devote 46) percent of their time to the dstnct part extended care ft-
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cllity, the number of full-time equivalent nursing personnel in the nonparici.
paying remainder would be So.

B. An lpatitutlon will be classified as an Institution primarily engaged in pro-
viding rehabilitation services if it provides medically oriented services generally
recognized as rehabilitative and restorative in intent, such as speech therapy,
physical therapy, or other medical rehabilitative services. A rehabilitative cen.
etr which provides primarily educational, evaluative, or vocational services

would not meet the definition.
An institution licensed as a rehabilitation center will be considered as meeting

the definition of being primarily engaged in providing rehabilitation services,
unless there is evidence that its primary function Is to provide educational,
evaluative, or vocational services or that it is primarily engaged In furnilshing
outpatient rehabilitation services.

In those cases where a rehabilitation center has applied as an extended care
facility and the Institution (or a distinct part of the Institution) Is being denied,
the determination should be confined to whether the entire institution meets
the 1801(J) (1) definition. Where a distinct part of a rehabilition center is ap-
proved for participation as an extended care facility, the criteria set out above
should be used in determining whether the remainder of the institution should
be classified as an 1861(J) (1) facility. Where the rehabilitation center has al.
ready been classified as a hospital (as reflected in the Directory of Medical
Facilities) an 1861(J) (1) determination would, of course, not be required.

TV. DEWTMINATION BASIC) ON IICMN8UJR INFORMATION, AOOUDITATION APPROVAL
OR APPROVAL UNDER STATE WELFARE PROGRAMS

In many cases It will be possible to make a determination on the basis of
information that Is already available to the State agency. However, where this
is not the ease, the State agency will need to make a determination as to whether
the Institution meets these criteria based on the facts in the IndivItl'ial case.
A. Rofemt of U omre

If a State requires Institutions offering nursing care services to be licensed
and the State agency finds that the licensing requirements or standards applied
to such Institutions meet or 'xceed the criteria described in section III A, an
institution so licensed will be deemed to be an 1881(J) (1) facility.

The nonparticipating remainder of an institution which has a certified dis.
tinct part extended care facility will also be deemed to be an 1801(J) (1) facility
If the institution Is licensed as a whole and the licensing requirements meet or
exceed the criteria described In section III A. (The only exception Is where the
Institution has a residential section that meets the criteria contained in section
V, In which case only the nonresidential section will be deemed to be an 1861(J)(1). facility.)

If the distinct part of a rehabilitation center or a hospital, see sections III
BandVA.
B. iftect of aooreditation

Any Institution accredited by the Joint Commission on Accreditation of
Hospitals as an extended care facility as a result of a JOAH survey performed
after December 1965 will be deemed to meet the 1861 () (1) definition.
0. Appromil of State welfare program.

A number of States have established standards for participation of skilled
nursing facilities under their programs of Medical Assistance for the Aged or
other welfare programs. In those cags where the State requirements or stand-
ards meet or exceed the criteria described in section III A, any Institution that
has been approved as meeting the State requirements will be deemed to meet the
1861() (1) definition.

v. DT1MOfl PART 0ZRoFAONs

A. ArBoepal-aaed eetende4 care faoeltS,
In those eases where a distinct part 'of a hospital applies for participation

as an extended care facility an 181 (e) (1) determination will not be required for
the hospital if it'im already listed in the Dlrectory of Medical . cllitlee. If the
distinct part ts denied, a separate deterimlnatiQn for the distinct part is not
needed, since* the prior designation of the entire Institution as a hospital would
also Include the distinct part'
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B. Ngou.opftaeaed ees,.ed core ao Uv

,Where i distinct part of an Intitution (other than a hospital) is certified
for partleipAtion as an extended care facility, a determination will be made as
to whether the reniaindei of the instItution also imeets the 1801(J) (1) definition.
The determination will Indicate whether the entire remainder or only a part of the
remainder of fih Inastitution meets the 1801(J) (1) definition. Some Institutions,
stich as old-age homes, are organized to provide different levels of care and have
separately operated facilities, part of which may be primarily residential or
domiciliary In nature. I4 order o take these situations Into account, the State
agency should exclude the "residential" or "domiciliary" section of the remainder
of the Institution from Its determination provided all of the following criteria
are met:

1. the "residential" or I'domiciliary" section i not primarily engaged in
providing skilled nursitg care and related services as defined In election
III A above;

2. 4he '"rwoi4ejntial" or "domicleiary" section is a separately organized and
operated entity with Its own staff,, services, and facilities which are-not
shared with the remalnder of the Institution; .... ..... :

3., the residentiall" or "domiciliary" section is physically separated from
the rest of the institution in a different building or buildings (an institu-
tlon which ha's several fluors, wards, or wings devoted to residentiall care"
within a nursing facility would not meet this criterion) ;

4. the facility has been operated along the lines described above for at
least I year (or for the entire period since It was first opened if It has been
In existence for less than a year),

Unless all of the above criteria are met, the 1801(J) (1) determination will
apply to the entire remainder of the Institution, including any "residential" or
"'domIciliary" sections. If It Is determined, that the entireo remainder, meets the
1881 (J) (1) definition, any Individual who Is In the remainder Is considered to be
an inpatient of an 1801(J) (1) facility and his spell of Illness would continue,
without regard to the level of care he is being furnished or whether he I re-
celving any care at all.
famples

1. The XYZ Nursing Homo Is a 100-bed nursing facility consiting of Build -

Ings A and B. Building A, which has 00 beds, was certified and io participating
as a distinct part extended care facility, The nursing home did not request
participation for Building B. One of the floors In Building B Is set mode for its
"residents" who are no longer receiving nursing care but need personal care
services because of their age. The rest of Building H consists of patients who are
receiving nursing care. A determination as to whether the nonparticipating
remainder of the nursing home meets the 1801(J) (1) definition would include
all floors in Building B.

2. The ADO tirement Home has 'a 2-story, *,bed nursing facility that'
serves the 300 residents of their retirement community when they become ill.
The first floor of the facility, consisting of 26 Ids, was certified for participa-
tion aA a distinct part extended care facility. The home did not request participa-
'tion for the second floor. The balance of the home consists of a number of
apartment houses that form a retirement community. In this cae two separlite
1861(J) (1). deterinnations would be made; one for the retlremet eommnunty
and one for the second floor of the nuMng facility.

Ifan 180() (1) determinaton must be made with respect to an institution
which Iwo not participating in the porm, one determination will be made for
the e t re lastitutlon? except where It hUs a, "residntlal" or "domieillary"?
sectionWM9h meets the critela set out in B above,.

YiL PlO13OW, VWOR )LAXWOM ISO1, (5) (1) DW1MrINMOW

In the:very near future State ageietes *111 receive revi ed, pm 'res to -be
followed in WOin 1861 () (1) deteminations o thil baI-p -t thcelta con-
tilned in6 this letter. State a~eli~ will alo asked ryiill 16Tor188(0
(1) 1 dete n~1ntion, Ii thelgtc~t~ eiq ,tr~ cane In thn 9e.

ThUi *il include thosefaciitles ow lsted in tho t $ .onf the ire toy)
of Medlc#l Jicilittes aR 881(J)(1)fpilitteq? It i als planld that from tine to
time a'periodie review Will be rmade to terif'that 1801(3) (1) decisios are
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still accurate. Until then, State agencies should continue to follow criteria and
instruction in BEI Letter State Agency No. 40.

AsTnua U1. HESS,
Director, Bureau of Health Isuranoe.

DEPAnTMENT 01' HwrLTH, EDUCATION, AND WELrAR%
SOCIAL SEURuTY ADMINISTRATION,

Baltmore, Md., August 14, 1967.

Bu1reAu o HEALTH INSU"ANE, INTEE1(MARY Lrr No. 257

Subject: Custodial care guidelines.
In BHIl Intermediary Letter No. 211 we Indicated that guidelines to be used by

Intermediaries In Identifying, documenting, and adjudicating cases arising In
general hospitals and extended care facilities that appear to Involve custodial
care were being developed and would be issued shortly. These guidelines have
now been established and are contained in the enclosed paper.

THOMAS M. TuANY,
Director, Bureau of Health Insurance.

OUSTODIAL CARE OASES

L INTRODUTION

As Indicated In BRII Intermediary Letter No. 211, custodial care is dellned as
that type of care which is designed essentially to assist an Individual In meeting
his activities of daily livlng-Le., services which constitute personal care such
as help In walking and getting In and out of bed, assistance in bathing, dressing,
feeding, and using the toilet, preparation of special diets, and supervision of
medication which can usually be self-administered--and which does not entail
or require the continuing attention of trained medical or paramedical personnel.
Before setting forth the guidelines to be followed by Intermediaries ins making
determinations as to whether the care furnished an Individual constitutes cus-
todial care, there are two basic facts which must be noted In connection with this
definition. First, the definition of custodial care does not contemplate an Inter-
mediate level of care between covered care and custodial care. Accordingly, a
decision that an individual Is not receiving custodial care Is also a decision that
covered care has been provided. Second, a decision that an Individual lacks
rehabilitation potential would not automatically result In a finding that the care
furnished such an individual constitutes custodial care. Many people who have no
potential for rehabilitation require a level of care which Is covered under the
program. For example, a terminal cancer patient whose life expectancy Is not
more than a few months who requires palliative treatment, periodic "tapping" to
relieve fluid accumulation, and careful skin care and hygiene to minimize dis-
comfort would not be considered as receiving custodial care.

Ir. SzIlLED snVIOE8

Generally, the care furnished an Individual requires the continuing attention
of trained medical or paramedical personnel If (a) the individual's condition is
such as to medically warrant the provision of "skilled services" and (b) the need
for such services constitutes the primary purpose of the total care furnished the
Individual. A "skilled service" Is defined as one which must be furnished by or
under the supervision of trained medical or paramedical personnel if the safety
of the patient is to be assured and the medically desired result Is to be achieved.
A service would not be classified as a skilled service merely because It is per-
formed by a trained medical or paramedical person. If a service Is such that It can
be safely and adequately performed (or self-administered) by the average, ra-
tional, nonmedical person, without the direct supervision of trained medical or
paramedical personnel, It must be regarded as a nonskllled service without re-
gard to who actually provides the service, For example, following the instructions
given him, a person can normally take oral medication prescribed for him by his
physician. Consequently, the giving of such medication by a nurse to a patient who
IS unable to perform the service for himself because he is suffering from senility
would not change the nature of the service from a nonskilled to a skilled service.
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Similarly, the fact that the conditions of participation for eztended care facilities
require that all medications be administered by licensed medical or nursing per-
sonnel in accordance with the Medical and Nurse Practice Acts of each State does
not result in the administration of medications being classified as a skilled service
in all instances.

1U. PM AaY PM OS Or OARN rUR.I5RB

Before a determination can be made as to what is the primary purpose of the
total care furnished an individual, the intermediary must first determine whether
all or any part of the skilled services are no$ reasonable or medically necessary
to the treatment of the individual's illness or injury. Should the Intermediary
determine that some part of the skilled services furnished are not a reasonable
or necessary part of the patient's care and treatment, such services should not
be included In the intermediary's considerations as to what constitutes the pri-
mary purpose of the total care furnished the patient.

In the absence of a need for continuing professional nurAing services, the pro-
vision of skilled services to inpatients of hospitals and extended care facilities
by paramedical personnel (other than nurses) would ordinarily not Justify a
finding that such paramedical services are the primary purpose for the total
care furnished a patient. Therefore, In most instances a determination as to
whether the primary purpose of the total care furnished an Individual i to
assist him in meeting the activities of dally living or the provision of skilled
services will turn on whether the Individual's condition Is such that it requires
that the services of a nurse be available to him at all times.

If an individual's condition Is such that It is medically necessary to have the
services of a nurse available to him at all times, the need for this service alone
would be sufficient to justify a finding that the primary purpose of the total
care Is the provision of this skilled service. For example, pending stabilization
of his condition, the only skilled service a patient suffering from arteriosclerotic
heart disease may require Is continuing close observation by a trained nurse for
signs of decompensatlon, loss of fluid balance, and the need for adjustment in
digitalis dosage. However, since the Immediate Institution of necessry medical
procedure could make the difference between life and death for such an individ-
ual where signs of decompensation are noted, a such observation by trained per-
sonnel Is absolutely essential to the individual's well-being. Under these
circumstances the primary purpose of the total care provided this individual
would be the furnishing of this skilled service and, therefore, the futodial care
exclusion would not apply. If, on the other hand, the patient does not require
any nursing, services, it will usually be found that the primary purpose of the
total care furnished the Individual Is to assist hln In meeting his activities of
daily living. In those cases where an individual's need for the services of a
nurse are only minimal, a determination that the furnishing of skilled serve.
is the primary purpose of the total care furnished the Individual would be
Justified only if It Is found that the range and Intensity of all the skilled services
furnished are such that it would not be feasible, in view of the individual's
condition, to have them provided outside the instittional setting. It Is anticl.
pated that these situaUons will probably be limited to those where an individual
Is hospitalized for the running of extensive diagnostic tests.

If it Is determined that the primary purpose of the total care provided an
Individual Is to assist him In meeting the activities of daily living, then the
custodial care exclusion would apply and no payment could be made under the
program for any of the care furnished him. If, on the other hand, It Is found
that the skilled services furnished an IndiVidual are the primary purpose for
the total care furnished, the custodial care exclusion would not apply and pay-
ment could be made under the prora'infor'those servics covered under the
Program., :.

It should be recognized that even when a determination of dustodial care Is
roaches, it is, of course; po4lble that only a portion of Wu stay in the institu-
tion has been custodial. TherefOre, in such cases 4 second deteriInation will
usually have to be made as to when 'the care received by the patent became
primarily custodial in nature. by the pe became

'IV. STATUS Or PH11oIOAN saivros

Any service which, a physician performs for a patient would constitute a
skilled service. However, even though in an institutional setting the services of
a physician may be readily available the general pattern Is for the physician
to visit a patient only periodically, delegating to the nurse the responsibility
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for keeping, where necessary, close watch over the patient for changes In his
condition requiring immediate medical action. Periodic vslts by a physician to
a patient, therefore, would not justify a finding that the total care furnished
an individual is not custodial care. Nor would a finding that the care received
by an Individual is custodial care in and of itself require the disallowance of
a request for rehbursement filed under Part B for the physician's services.
Many individuals who require only custodial care may need to hnvo periodic
visits from a physician for purposes of having their medical status assessed so
a medical decision may be made as to whether any change needs to be made in
the type of care they are receiving. Accordingly, as long as the professional
services rendered by a physician are reasonable and necessary to the treatment
of an Illness or injury, such services would be reimbursable under the medical
insurance program, even though a finding has been made that the primary pur.
pose of the total care furnished the individual by a hospital or extended care
facility Is to assist him In meeting his activities of daily living.

v. OrZNTIVIOATION o CUSTODIAL CARD OASES

The effectiveness with which the custodial care exclusion Is applied will de-
pend to a great extent on the ability of the Intermediaries to Identify cases that
are likely to fall within the custodial care exclusion. In light of the !limited
amount of Infonnastion available at the time of the bill review, considerable skill
and sound judgment must be exercised If the Intermediary is to successfully
identify cases Involving custodial care and at the same time avoid developing
unnecessarily a large number of cases that represent covered care. To this end,
iW reaching a conclusion as to whether a case may Involve custodial care and
therefore require additional documentation before It can be adjudicated, the
Intermediary will need to evaluate each pertinent item of Information on the
billing form and In the claims file separately and in relation to each other. The
Intermediary's evaluation should always Include a consideration of the following
factors.

A. Losgth of Stay in the Istitsto.-The longer a patient remains In an
lustltution, the greater Is the likelihood of a custodial care situation. Therefore,
while extended stay in an institution does not in itself indicate a custodial care
situation, It does serve to flag a ease as one that requires close scrutiny. In the
case of bills submitted by extended care facilities, the length of stay In the
hospital should also be considered.

IB. Disposo0.--In evaluating this entry, reviewers should look to see whether
the diagnosis represents a condition which, once it Is stabilized, usually requires
only custodial care, or one that would normally involve a wide range of skilled
services entailing the continuing attention of trained personnel.

*. History of-Inpattit Vosop.--The Inability of an Individual to remain out
of an institution may also be an indication of a custodial care situaUon. The
Items on the billing form and In the claims file relating to prior Inpatient stays
should be analyzed to determine whether the beneficiary (a) has had earlier
and, perhaps, repeated admissions to hospitals or extended care facilities, (b)
had one or more previous spells of illness during which he exhausted all or most
of the number of days available to him, and (c) has a pattern of Institutional
usage with each spell of Illness beginning approximately 00 days after an earlier
spell ended and during the Interim period the beneficiary was In an Institution
that Is not a hospital or extended care facility within the meaning of either
seton 1861(e) (1) or (j)(1). . -

D. Advtrec Utltsatfois Retiee Ddelots.-A decision by a utillzation review
committee that further stay Is not necessary does not, of course, mean that prior
to the committee's determination the patent had been receiving custodial care.
However, It would raise a presumption that care In the prior period may not
have been covered., . . .

.ffc t of Dischaore or Death.-A patient's discharge 'from an institution
after a relatively short period would tend to indicate that the care furnished
him was not custodial. imilarly, the death of a patient shortly after his admis-
sion to an institution' would tend to Indicate that the care furnished the patient
was not custodial In nature.

F. Oharaeteriftif of IaMtitwm.--The Intermediary will also want to take
Into account its knowledge of the nature and practices of the institution sub-
mitting the bill and the type of patients It serves. If. after evaluating all of the
Information available at the time of the bill review, there Ix a reasonable doubt
as to whether the care furnished a beneficiary i covered, the institution sub-



SOCIAL SECURITY AMENDMENTS OF 1967 1045

milttling the bill should be requested to furnish the documentation necessary to
enable the Intermediary to resolve the question.

VI. DOCUMENTATION OF POSSIBLE CUSTODIAL CAR, CARES

The following list Indicates the type of Infornmation which is available front
institutions and which It is felt would be most helpful fit determining the level
of care required by the patients.

A. TAo Phytiola'e Order#.-These orders will Indicate any special diets, medal.
cations, or therapies being received by the patient.

B. TA PalIcn#'e Nuralng Oare Plan.The prescribed treatment and long. and
short-erm goals contained li the plait when considered In conjunction with the
regimen prescribed for the patient by the physican should indicate the dege of
skilled nursing care and medical supervision being received by the patient

0. Progreoe Nose.-These notes should provide an indication of the history
and present status of the condition, particularly Its degree of stability.

D. The Pyeoatif'a Reoiffloation Slatemien.-The reasons stated for the
teed for continued Inpatient services and the estimate of the period of time the
patient will need to remain In the institution viewed in conjunction with the
regimen prescribed for the patient by the physlcian may ludicate whether an
active plan of treatment is still contemplated by the physician.

H. The Uilizatio Review ()ommflto Deoafokw
F. In the (Tase of aea Rztended Oarse Palient, the initial ts8mate Made Its the

Rztended (Yore Paotlty of he Patient's Restoratlve PotentiaL--As was prm-
viously Indicated, it Is not necessary that a patient have rehabilitation or restore.
tive potential to be considered ap recelvhog active medical care. However, the
estimate of restorative potential will provide an Indication of the level of reetora.
tion a patient may be expected to reach and, therefore, the level at which the
patient's needs may become custodial in nature.

Reproductions of such documents are, of course, acceptable.

VIt. FINAL DOISION RESPONSIBILITY OF INTCRUMDIATU'5 MEDICAL STAFF

It after the necessary documentation has been received and evaluated It in
determined that the care furnished way tall within the custodial care exclusion,
the case should be referred to the Intermediary's medical staff for Its considera-
tion and decision. In borderline cases, the intermediary should consider consulting
the attending physician on the case, Where the provider's utilluatlon review
committee has not considered the case, the intermediary may elect to refer the
case to the utllation review committee or to other appropriate medical com-
mittees which have been set up to review such claims. Such consultation will
educate physicians to the requirements of the medicare law and result In coopera-
tive determinations. When In the final opinion of the intermediary's medical staff
the care furnished an Individual is custodial care, the Internediary will apply the
custodial care exclusion and refuse payment in the case.

A physician certification or utilizaUton review committee's finding consists of
professional Judgments about the medical necessity for services. The function of
the Intermediary is to determine that the services received by the benedclary
are In fact covered by the program. Since under the law custodial care Is excluded
front coverage without regard to the medical necessity for such services, a deter-
winnaion by a physieali or utilization review committee that such care Is medal.
cally necessary and the intermediary's decision that such care Is excluded front
covectie tinder tle program do not represent Incompatible deteruinatons.

It is by such coordinated effort that the relationship between intermediaries,
providers and physicians can be strengthened. It. will serve to achieve under-
standing among physicians and providers of the nature of the custodial care

,)DPATMENTOP HALT, RD11ATION, AND WLFAMe ,
SOCIAL S US ITT ADMINTBSATION.

Baltimore, Md.,, Atget 14, 1967.

-BuREAu or HW. TH INsuRANCE. INTICRJEDIAsy Lvrrr No. 2118
Subject udy: Of medical C'aracterstls of patients in extended care facilities

and application of cnstdfal, care exclusion to be conducted by • fiscal

i6prteqnce 'uinder.the medicare program to'date Indicate that the cost of
the extended care benefit of the program is running considerably higher than
expected. Some concern has been expressed that this may in large part be due
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to the fact that, despite the specific exclusion contained in the law, payment is
being made in a number of cases for custodial care. To assure that payment will
not be made under the program for such care, and to enable intermediaries to
effectively Implement the custodial care exclusion, the guidelines transmitted
by BHI Intermediary Letter No. 257 were developed for use by Intermediaries
in Identifying, documenting, and adjudicating cases arising In general hospitals
and extended care facilities that appear to Involve custodial care.

Since the potential for custodial care Is particularly great In extended care
facilities, It Is felt that one effective way of strongly emphasizing and publicizing
at this time the Importance of applying the exclusion Is for Intermediaries to
conduct a study of the medical characteristics of patients in extended care
facilities. Those Intermediaries which are serving extended care facilities are,
therefore, requested to undertake a study of a representative sample of medicare
beneficiaries currently receiving extended care benefits. We believe that the study
should Include between 8 to 5 percent of the total number of beneficiaries who
at the time of the study are being furnished covered services In those extended
care facilities that are serviced by the intermediary. The intermediary should
attempt to Involve all the extended care facilities it services In the study.

The threefold purpose of conducting this study Is to (1) enhance understanding
among physicians (and extended care facility administrators) of the nature of
the custodial care exclusion and provide concrete evidence that Intermediaries
will be scrutinizing claims and rigorously applying the exclusion, (2) test the
effectiveness and utility in a controlled situation of the custodial care guideline
for Identifying, developing, and adjudicating potential custodial care claims,
and (8) obtain some basic statistical data which may help intermediaries aad the
Social Security Administration develop a better overall picture of the mc-t.nal
characteristics of patients in extended care facilities. As a device for convenIf ,itly
compiling the data obtained, Intermediaries may want to use some type of check-
list. We have, therefore, enclosed a model checklist which the intermediary may
use with or without modifications. It is essential, however, that whatever form
or checklist is utilized for compiling the data it be designed to facilitate mean-
ingful review of the functional status and medical, nursing, and restorative
needs of Institutionalized patients.

To prepare the way for this study and to condition extended care facilities
for an Increase in the intensity of the Intermediary's claims review activities
as they relate to the custodial care exclusion, the enclosed model letter to
extended care facilities has been prepared. Intermediaries should reproduce the
letter as quickly as possible, send copies of It to the extended care facilities they
service, and make all appropriate arrangements to conduct the study. While
It Is recognized that the selection of the sample, the arrangements that have to
be made with the facilities, and the tabulation of the data obtained will take time
it is Imperative that the study be conducted as promptly as possible If we are
to achieve all the objectives for which it is Intended. We are, therefore, estab-
lishing October 81 as the date for completion of the study. Upon completion
of the study the Intermediary should submit to the regional office a brief report
evaluating the effectiveness of the custodial care guidelines, the degree of
understanding among extended care facility administrators and physicians of
the custodial care exclusion, and the data obtained on the medical character-
Istics of patients. This report should be forwarded no later than November 30.

THoMAs M. T=iNznR Y,
Director, Bureau of Health Insurace.

MODML LETTER FOR EXTENDED OARE FACILITIES

Dear -: As you are aware, section 1862(a) (9) of the Social Security Act
prohibits payment being made under the medicare program for custodial care.
For medicare purposes custodial care has been defined as that type of care which
Is designed essentially to assist an Individual in meeting his activities of daily
living-I.e., services which constitute personal care such as help in walking and
getting in and out of bed, assistance In bathing, dressing, feeding, and using the
toilet, preparation of special diets, and supervision of medication which can
usually be self-administered-and which does not ehtall or require the continuing
attention of trained medical or paramedical personnel. To Insure that the medi-
care program is not paying for such care, the Social Security Administration has
recently established and Imued definitive guidelines to be used by intermediaries
In identifying, documenting, and adjudicating cases which appear to Involve
custodial care. How effective these guidelines will be in achieving their purpose
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will, of course, depend in large measure on whether they represent a reasonable
approach to the application of the custodial care exclusion.

(For the second and third paragraphs of this letter, the intermediary after
having decided how many extended care facilities are to participate in the study
should select from the two alternatives set out below the one that is most
appropriate.)

1. (To be used if study will involve all extended care facilities being served
by the intermediary.)

Recognizing this, the Social Security Admlnintration has asked us to conduct
a study of the medical characteristics of patleats In the extended care facilities
that we are serving. During the study a small sampling of cases will be selected
for review. In order to elicit the data needed to conduct this study It will be
essential for our visiting team to have access to all appropriate patient records
pertaining to the selected cases.

Members of our staff will be in touch with you shortly to discuss the arrange-
ments for conducting the study and to fix a date for the study itself.

2. (To be used If the study will include less than all extended care facilities
served by the Intermediary.)

Recognizing this, the Social Security Administ ration has asked us to conduct
a study of the medical characteristics of patients In extended care facilities. The
institutions to be Included in the study will be selected on a random basis. No
Inference Is Intended, therefore, that the selection of a facility is in any way
related to the manner In which it has applied the custodial care exclusion.

Members of our staff will be in touch shortly with those institutions selected
to participate In the study to discuss arrangements for conducting the study and
to fix a date for the study itself.

DETERMININO LEVEL OF CARE CHEOKLIST

(SUMMARY OF MEDICAL CHARAOTERISTICS)

Patient's Name........................
Claim Number

1. Significant Admission Diagnoses:

2. Significant Current Diagnoses:
---- -- - - - - - - - - - - - - - --1- - - - - - - - - - - - - - - -

Check Comments

3. Mobility:
Com.l etely bedridden

Up In ebait only
Ambulates with help
Independent ambulation, level
Independent stairs

Independent wheelchair

4. Feeding:
Nasolastric tube

Needs to be fed
Able to feod self

S. Elkmlnatlon:
Indwellin Foley or suprapublic

Ileostomy of folostomy 8 sandor 8
Totally Incontinent 8 andlr B -8

Coceeloelly Incontlat B Ondl B

Continent

88-281 0--7-pt. 2-21
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Check Comments

6. Personal care:Help in dressing:MinImal

Major

Help In bathlng:
Minimal

Major _ _ _ _ _ _ _

Help with other personal care

Independent In personal care

7. Special treatments or devices:
Tracheostomy andor suction

Oxygen therapy

IV fluids
Regular OP's orTPR's

Special positloning or skin care

Soaks or special dressings

None ,_

8. Medications and diet:
Supervised medications

Complex or special diet

No special diet

9. Special disabliles:
Nearly or totally blind

Minimal cardiopulmonary reserve

Uncontrolled symptoms.

Severe debilitation
Terminal Illness

Decubitl, ulcers, or fistulas

Amputation:
Upper: One ...... Both ......

Lower: One ...... Both ...... _ _ _ _

None of above

10. Mental and behavior problems:
Unconscious

Conscious but unable to communicate needs

Aberrant behavior

Confusion:
Mild
Severe

None

II. Restorative and other services:
Physical therapy
Occupational therapy

Speech therapy

Diagnostic serve
12. Conclusion concernnj level of care required:Custodil] core only

Covered care I I_________
Covered 

care
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Senator HARTE. The next witness we will hear will be Mr. John F.
Nagle chief of the Washington office of the National Federation of
the Biind.

Good morning, Mr. Nagle. It is always a pleasure to have you with
us and we will be pleased to hear your statement.

STATEMENT OF JOHN F. NAGLE, CHIEF, WASHINGTON OFFICE,
NATIONAL FEDERATION OF THE BLIND

Mr. NAoLE. Thank you, Senator. My name is John F. Nagle, Mr.
Chairman and members of the committee, and I am chief of the Wash-
ington office of the National Federation of the Blind. My address is
1908 Q Street NW., Washington, D.C. 20009.

I am appearing here, today, Mr. Chairman, to express the views of
the National Federation of the Blind with reference to certain pro-
posals contained in H.R. 12080, the social security amending bill of1967. •",

Specifically, Mr. Chairman, we object most strenously to section 140
of the pending bill which would establish an advisory council to study
the inclusion of Aisability insurance beneficiaries in the medicare
program.

We ask this committee to reject this proposed study, and to adopt,
instead, section 125 of H.R. 5710, which recognizes that disabled per-
sons, just as do elderly persons, have a need for and should receive
medical and hospital care as an earned right, rather than continue
dependent for such care upon the limited. or grudging generosity of
relatives or the meager or stigmatizing generosity of-public and
private charity,

We assure this committee that to the disabled men and women who
receive disability insurance beneAts, the social insurance-medicare way
is, by far, the preferable way.

The National Federation of the Blind strongly protests against the
age-50 eligibility qualification contained in section 104 of I.R. 12080,
which would -provide social security payments for disabled widows
and widowers.

Mr. Chairman, are such persons any less in need of this help when
they are 49, or 39 or 29?

We certainly think not.
If this proposal is to be of value in the lives of disabled people, then

benefits must be available at the time a supporting spouse dies, what-
ever the age of the surviving wife or husband.

We urge this committee, therefore, to remove the 50-year-age re-
quirement in section 104 of H.R. 12080.

Mr. Chairman, just as the National Federation of the Blind sup-
ported the action of a previous Congress, which recognized the special
handicapping problems of persons 7 2 and over, and made it possible
for such persons to qualify for social security payments, even though
they failed to work long enough or even failed to work at. all, in cov-
ered work-just as we supported this action, Mr. Chaii-nan, the Na-
tional Federation of the Blind now supports section 102 of H.R. 12080,
whieh raises the level of payments to this category of social security
beneficiaries,

1049
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We ask this committee to also recognize the special handicapping
problems of blindpersons, and to liberalizthe disability insurance
law in order that disability benefits may be available to them to reduce
the economic and social disadvantages of blindness in an economy, in a
society, gred to sight.,

For this purpose, we offer as an amendment to the pending bill
S.181, a bill introduced by Senator Vance Hartke and cosponsored
by 57 Members of the Senate, including eight members of the Com-
niittee on Finance.

S. 1681 is identical - to bills which were adopted by the Senate in
revious Congresses-in 1964, when offered by the then Senator Hubert
umphrey, our measure, was approved by a voice vote without a

dissenting vote; in 1965, when offered by Senator Hartke, our measure
was approved by a rollcall vote of 78 to 11.

It is our, earnest hope that with this history of Senate approval of
our disability insurance for the blind bill, and with the number of
cosponsoring Senators of S. 1681 in this Congress as a conclusive
indication of continuing overwhelming support of our measure in the
Senate, that this committee will adopt S. 1681 and incorporate it into
the provisions of H.R. 12080.
S. 1681 would make it possible for a person who meets the generally

accepted definition of blindness and visual loss, and who has worked
at least six quarters in covered work, to draw disability insurance
payments sq long as he remains blind and irrespective of his earnings.

Under existing law, a person must work in social security-covered
employment for at least 20 quarters to establish eligibility, for dis-
ability insurance payments.

We ask you to approve S. 1681, to reduce this requirement to six
quarters, in order that benefits under the disability insurance program
may be more readily available to more persons When blindness occurs,
in order that blind persons, unable to meet the present requirement
of employment for 5 years in covered work may he able to qualify
under the disability insurance program.

I Under existing law and practice, persons who are disabled. by blind-
ness and earn anything but the'meagerest income are denied disability
payments-they, are considered insufficiently disabled and, therefore,
ineligible for such payments. it . eu t

Under existinY law and regulations, it. is notenough that a penon
is severely disabled, that he is unable to get a job because he is
disabled, tO quality4 for'disability insurance payments,.

We ask you t0 change this, to allow persons who are disabled by
blindness to qualify for disaihty benefitt upon proof of blindness,
and to continue qualified so long, as the, remain, blind, to continue
qualified to receive payments even though they are earning in order
that disability payments may be available to them to offset-the extra,
the "equalizing expenses incurred in living and competing without
sight wth sighted men. .I S.

)fr. Chairman, the object of . 168t is to make of the disability
insurance program a true insurance program for. blind people, a pro-
gram that.woUla provide ,regular income to reduce the ecpnomie
conseqUences of bidn~es to provide a source .f funds that canb
used by the blind to buy eight, for whether they are housewives, piano
tuners, teachers, or vending stand operators, they must hire sight, they
cannot function at all without it.
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S. 1681 would condition the right to receive disability payments,
and the right to continue to receive them, upon the existence and the
continuing existence of a severe visual loss.

Our amending proposal recognizes that the most disastrous of allthe consequences of blindness in a person's life is not the physical
deprivation of sight, but rather, the severest loss sustained is the
economic disaster, the economic handicaps which are a consequence of
blindness.

It is these consequences-the abrupt termination of weekly wages,
the diminished earning power, the drastically curtailed employment
opportunities-these, and not the physical absence of sight, which
convert the physical disability of blindness into the economic handicap
of blindness.

S. 1681 would provide a partial solution to the financial catastrophe
which results from blindness.

It would provide a floor of minimum financial security for those
who must learn to live again, to live without sight.

S. 1681 would reduce the competitive disadvantages of sightlessness
encountered by employable and employed blind persons.

We ask this committee, therefore to approve S. 1681, to- liberalize
the disability insurance law for the benefit of blind persons, as equal-
izing assistance to them.

Finally, Mr. Chairman, the National Federation of the Blind en-
dorses and urges committee acceptance of section 101 of H.R. 12080,
which would raise the level of social security payments to a point
where a more adequate standard of living would be possible for
retired and disabled beneficiaries and, their dependents.

Even though such persons now receive the maximum allowable
amount, they still have a great need for the proposed increase of
12% percent in their payments to be better able to meet always rising
living costs.

And pi-sons receiving only the minimum monthly payment of
$44 certainly have even a greater need for the increase provided for
in this section of the pending bill.

But, Mr. Chairman, if it is the wish of Congress that the proposed
increases in social security payments actually be received by the bene-
ficiaries actually be available to them as additional monthly income,
then H.R. 12080must be amended to make sure that this happens, to
make sure that persons receiving public assistance along with their
social security checks actually receive the increases as added income,
to make sure that they are not absorbed by State and local treasuries.

Since the founding of the National Federation of the Blind in 1940,
Mr. Chairman, we have worked in Congress after Congress to secure
increases in social security payments.

And Congress after Congress has acted to raise the level of such
paymets-but, too often, the intended beneficiaries of congressional
concern and generosity have not benefited at all from such ameliorative
legislation. ,

To understand the reason for this requres an understanding of the
operations of the Federal-State public assistance system: '

When a person applies for aid after consideration of various
budgetary items--fo clothing, shelter, fuel, and similar necessities--
a dollar amount is determined upon and his total need is established--
let us say, at $80 a month.
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Then available resources are ascertained--unexempt earnings reg.
ular contributions from relatives, pensions, insurance, and other forms
of fixed and regularly received income.

Social security parents, whether received because of retirement or
disability, are classified as available resources.

Since public assistance Is only intended as supplemental help-.
help provided in addition to available resources-social security pay.
ments are used to reduce the amount of public assistance grants.

Thus, the person who has an established need, according to knublic
welfare standards, of $80 monthly and who receives the minimum
social security payment of $44, w ill be given a $36 monthly public
assistance grant, pamet is rase fro

If this same rson's social securit payment is raised from the
p!snt $44 to X, -as section 101 of _H.R- 12080 proposes to do,- this
rise in social security will have no value at all for this person.

To him it will only mean that, instead of his public assistance grant
being $36, it will be $30 a month.

This person, Intended by Congress to be benefited by the social
security increase, will not. be benefited at all.

The State and county where the man lives, which provide his public
assistance support, will be the only beneficiary of the congressional
generosity.

Mr. Chairman, since H.R. 12080 proposes monthly payment in-
creases for all categories of social security beneficiaries we have
inquired as to the possible number of persons who may fail to benefit
at all from such proposed increase.

As of January 1967 more than half of the persons receiving old-age
assistance under title I, also received retirement payments under title
II of the Social Securily Act-1,114,000 out. of 2,084,000.

Twenty percent of the needy blind received disability insurance
payments from social security-16,700out of 83,500.

Fifteen percent of the persons receiving aid to the permanently and
totally disabled also received social security-based disability insurance
payments-90,000 out of 590,000.

So, Mr. Chairman, unless remedial action is taken by this committee,
a substantial number of elderly, blind, and disabled persons will not
be 1 cent better off from their combined social security-public assist-
ance income even though a rise in social security benefits is enacted
into law biy this Cong.es.

As a solution to this unfortunate probability, the National Federa-
tion of the Blind offers S. 1965 as an amendment to fLR. 12080.
S. 1965, introduced by the distinguished and able Senator Hartke,

would amend title I, IVI X, XIV, and XVI of the Social Security
Act so as to prevent recipients of aid under such titles from having the
amount of their aid reduced because of increases in their monthly
social security benefits

S. 196, enacted into Federal law, would assure that increases in
social security payments provided by Congress to raise the level
of stkoh payments, would e received by elderly and disabled persons,
would actually be available to them as increased.income.

S., 1965 would effectively protect social security payment increasesfrom being absorbed by the intricacies of Federal-State public as-
sistance financing; it would guarantee that the people intended by
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Congress to be benefited by such increases would, in fact, be benefited,
would,in tact, receive them.

Nor is the concept contained in S. 1965, of exempting certain income
from consideration as an available resource when d6termining a per-
son's need for public assistance, a novel and startling concept, and
foreign to the experience of this committee and the Congress.

We would remind you, Mr. Chainnan, that in 1965, because of your
vigorous efforts and the sympathetic comprehension of this comnuttee,
in the social security amendments of that year, Congress did act as
we now propose it act agailtl-It provided that the social security bene.
fit increase of that year might be exempt up to $5 monthly from con-
sideration in determining a person's public assistance need.

But, Mr. Chairman, although in 1965- Congress recognized the im-
portance of providing for the $5 monthly exempt tion, it failed to im-
plement this recognition with effective legislation.

For, in 1065, it was left uP to the States whether to exetnpt the
$5 minimum increase in social security paqinenta-and only 16 9tate'
have acted affilinatively rin A hiA nmatter-only_ 16 States have acted
to exempt all or a part of the minimum irfease of $5 in sociial security
payments doptedb Co 2 years ago.

In the 84 States which hwave failed to action this the soial security
payment increase of 1965 has not meant increased income for many
elderly and disabled persons residing in those States.

Mr. Chairman, members of the committee,,S.1965 would do, effec-
tively, what Congress did, ineffectively, in 108 .
S. 1965 would make sure that the proposed increase in social security

t)ayments now pending befoi this C6nress Would actually be recelvei
by social security beneficiaries," for the exemption provided for' in
S. 1965 would be mandatory and binding upon the States and not
opional with them.

I thank youi Mr. Chairman, for allowing me toappear.
Senator HArTKE. Thank you, Mr. Nagle, for a remarkable state-

inent and I think probably a lot of people inthe room did not realize
you were rading not the script as ordinary witnesses here, but ' that
you are a blind person yourself and reading this from braille. I think
it is a remarkable demonstration and excellent testimony and certainly
it has been my pleasure to work with you and the federation over the
years, and I want to compliment you for the high quality of your
work and the sincereness of yonr efforts.

Mr. NAon. Thank-you, Senator.
Senator HAntLT. Senator Curtis?
Senator Cuwris. I have a question or two, and I assure you that. this

is not attempting to y into your affairs; bwit I just think it is of
importance that the Congress know. How long have you been reading
brmille?

Mr. NAOE.' Let me say first, Senator, T am public property, and any
question you want to ask of me, I will be happy to answer it.

Senator CRtris. I understand that, but I wanted the. record clear.
Mr. NAoLz. I lost my sight when I was 18 and I am now 52. I am not

sure how many years that is, but it is a lotof years.
Senator Cu6itrs. Who taught you braille?
Mr. NAOLR. When I lost my sIght, I was going-to a sighted school.

My sight became so impaired that-, could no longer function in regular
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sighted classes, so I was entered at the Perkins School for the Blind
in atertown, right outside of Boston. As a sighted chUd, I had a corn.
pulsion to re~d and 2 weeks after I started learning braille, I had
achieved some degree of facility in it, and I have continued to read
voraciously and perhaps this Accounts for my ability.Senator Cur .. There are a, number of places available to teach
brailleto adults Who cannot return to school, too.

Mr. NAG.u. Yes. Many States maintain a system of home teachers,
that is, they are skilled itinerant teachers familiar with the various
techniques of assisting a blind person to function normally. These
home teacher Will travel about the State, will visit newly blinded

eop le, will provide advice and assistance to parents of small children
who become blind and will also provide teaching, too, and perhapsmost of 11 an understanding of the problems of blindness in newly
blinded older people, and then teach them various skills--reading of
Braille, travelig around a bit with along cane, perhaps some handi-
work such'ap knitting and they perform' a very valuable function.

Senator Cujiis. Aie thoseall supported by tafunds -
Mr., Ies, Sepator. By and large, by State tax funds. These

involved, the blind person involved is also a client of a vocational re-
habilitation: agency would theFederal Government. share in the ex-
pense, the salary of that home teacher. Usually it is a State-supported
program.

Senator Cum. Do most States have it?
Mr. AOLE.7 I believe all States have it to varying degrees. My guess

would be that few States totally meet all of the needs of blind people
who are homebound) pretty much because the number of blind persons
is increasing so rapidly among older people. And, therefore, the de-
mands for, help exceed, the available people to meet their needs.

Senator CuiTis. Now, what categories of blind and what organiza-
tions are directly tied to the National Federation of Blind for which
youspe todayM . N ot. Ours is a members organization, Senator.of bhnd
people. We believe, that we, as blind people, possess two obigations:
One, that we feel that we know more about blindness than anybody
else does and we should make this knowledge generally available; and,
second, we feel that we shouldn't sit back and have other people solve
our problems. Therefore, we- have joined together in the National
Federation of the Blind. We have, some 37 State organizations, and
they are in varying degrees of activtyj and our function is to try to
solve problems of not just ourselves, but of all blind people.

One of the happy experiences I have and continue to have in my
representation of the federation here in Washington, is when a person
contactsome, either by letter or by telephone, the only question I ask is
whether he himself is blnd and what can I do or whether the person
calling is a sighted person with a friend or family member who is
blind. It is not my fiction to say to the person, "Are you a member
of the Federation ?" before I can provide assistance, nor to condition
anyhelp I can ,give upon their joining the federation. Weare concerned
about helping blind people.

Senator (Ywrs. I understand.
Is your membership, then, individual or organizations, or both?
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Mr., NAOLE. Individuals. We operate on three levels. We have local
organizations in cities, counties, in areas of a State. They are bound
together into a statewide organization, and I believe in your State it
is the Nebraska Association of the Blind, and then our State affiliates
are members of our National Federation of the Blind.

Senator CUrVE. The babies who are born blind or the infants who
become blind at a very early age have some very special problems.

Mr. NAGLE. That is righti Senator.
Senator CuRV8. Because they have no mental image of things that

other people have who lose their sight. at a later time, isn't that true?
Mr. NAou. That is right, Senator.
However, I have argued this many times with many people who have

become blind. The importance of this, being able to imagine, being
able to visualize when you have had sight or inability to visualize when
you have not. had sight, I think this, that the person who really is faced
with the disaster when he is confronted with blindness is not the child
who is born blind. He attends classes, he is educated as a blind child
and grows up into adulthood properly equipped to function as a blind
peron. Whereas, the mut who is in work, already established, his edu-
cation behind him, perhaps at the age of 30 or 40 or 60, who then loses
his sight, this, too often, is an overwhelming disaster that he just
is unable to cope with.

Senator CuRVs. Well at what stage is their education provided,
education provided for blind babies I

Mr. NAOLE. This again depends, State-to-State. For example, up in
Massachusetts, we have a blind babies' nursery where children, I be-
lieve, are accepted at the age of 3 or 4. Then, through the Perkins
School System, they go--can go-to kindergarten, and then the regular
elementary school junior high, and high school, and, perhaps, even
renlaih and live there and attend college in Boston.

Now, many States do not have services, except through their home
teacher services, to assist parents of children who are born blind or
become blind in infancy, and this I can assure you is a tremendous
dilemma to these parents.

Senator Cunris. Is it. not true that in most States it is limited to
private organizations? I refer to what is done for blind babies before
they are old enough to go to school?

Mr. NA iO. That is right; that is right.
Senator Cunsi. Yes. And is it not also true that that is a very criti-

cal period in their mental development I
Mr. NAoug. It can be. I would say the most critical period, because

the parents are completely unequipped to measure up to the problems
their little blind baby offers them and may compensate by waiting on
the child, waiting on the child to such a degree that the child is very
delayed in learning to speak, may be very retarded in ability to move
about because the parents are just wanting to protect the child from
being injured or falling, or bumping into things. So that, Senator,
the expression, "As the twig is bent, so the tree grows,' if the child
is corrupted by overweaning love, by too much, protection when it is
a year old or years old, or 8 years old, it will have just tremendous
difficulties all its life trying to counteract this.

Senator CuwRTs. Yes.
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. Now, I think the record should show, and I am sure you will agree
with me, that there are many-probably not as many as there should
be-but there are quite a number of privately financed programs and
projects for the blind that are doing a grat amount of good, and they
are not based upon a level of dependence upon charity; isn't that true?

Mr. NAoix. That is right Senator.
Senator COrns. And we need those private efforts of various or.

ganizations and groups to supplement all these Government pro.
grams' is that not rightI

Mr. kAGLE. That is right, Senator.
Senator CurIS. And they deal with many special fields that are

peculiar to a particular segment of our blind population; isn't that
Ir. NAoL& That is right, Senator.

Senator Currs One of them is the aid that a few organizations are
giving to blind children not yet old enough to go to school or where
there is no nursery available.

I want to ask you about. one proposal hero. At the present time, if a
woman becomes a widow, and has some small children, she weceives
OASDI insurance until the last child reaches a certain age; 18, 1
believe I

Mr. NAGLE. Eighteen I believe, Senator.
Senator Cuwns. And then those payments are discontimied and

resumed when they can qualify at retirement age?
Mr. NAOLE. That is right, Senator.
Senator CuRTis. What. the House has done they have said "We

are going to initiate a program of paying the benefit if the widow is
disabled after 50." .

Now, the "after 50" in the House bill does not take away something
that is now provided. Your objection to it. is that it is not a sufficient
start of the new program. I

Mr. NAoLz. That is right, Senator. I remember how, originally,
with disability insurance benefits, there was the 50-year qualification.
Eventually, Congress removed that requirement so that a person who
is disabled may qualify, today, at any age. '

The same pattern is being followea here. But we are saying that
the proposal recognizes that there is a need for the kind of assistance
provided for under the disability insurance program, the kind of
financial assistance when death occurs, and a supporting spouse leaves
a dependent disabled widow or widower without any income.

What we are saying is that this is a disaster whenever the deatit
occurs, whenever the supporting spouse dies, whether the, disabled
person is 50 years, between 60 and 65, or whether thi disabled person
is 25, 85, or 40. .

Senator CURTIS. That is all, Mr. Chairman.
Senator Rmicor (presiding). Thank you very much;
For the benefit of those who are here, the next witness will be Mr.

Kershner to'be followed by Mr. Doyle Elliott, who will be followed
by Mr. Eelman.

We will then recess until 2:30..
So if there are witnesses under the circumstances other witnesses

listed, if there is something else you might like to do; you may feel
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free to go now. But I just want to tell you we will be recessing at 1
o'clock until 2:30.

All right, Mr. Kershner, will you proceed.

STATEMENT OF LEONARD B. KERSHNER, MEMBER, LEGISLATIVE
COMMITTEE, INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS;
ACCOMPANIED BY ALVIN DAVIS, LEGISLATIVE DIRECTOR, IN-
TERNATIONAL ASSOCIATION OF FIRE FIGHTERS

Mr. IKERSnNER. Mr. Chairman, my name is Leonard B. Kershner.
I am a member of the legislative committee of the International Asso-
ciation of Fire Fighters, and with me is Mr. Alvin Davis, legislative
director of the International Association of Fire Fighters.

I am here, Mr. Chairman, to present to the committee two state-
muonts, one very brief, the other of somewhat greater duration, by the
president of our International Union, Mr. William D. Buck.

I would first like to direct the committee's attention, Mr. Chairman,
to our statement on amendment 295, the Ribicoff amendment, to H.R.
12080.

The International Association of Fire Fighters, Mr. Chairman,
strongly supports the social security system and we are sympathetic
with and favor tny effort to improve it. However, we eleve that it
would be inappropriate for our union to comment on specific proposals
which are designed for this purpose, such as H.R. 12080, because of our
commitment to the concept. that firefighters should be excluded from
social security coverage.

It is for tlis reason that. we will essentially confine our remarks to
those provisions of the Ribicoff amendment which are designed to
establish under which circumstances and under what conditions fire-
fighters are excluded from coverage under the insurance system.

But. before we discuss these provisions, we would wish to briefly re-
view the history and background of social security legislation as it
applies to firefighters.

In 1954, when Congress made social security available to State and
municipal employees, it specifically excluded firefighters and policemen
who were under State or local retirement plans from coverage tinder
the insurance system. This exclusion clause is provided for in section
218(d) (6) (A).

The International Association of ire Fighters supported them and
and continues to support exclusion for- the following reasons:

1. The nature of the duties of firefighters is such that it requires
retirement at a far earlier age than that provided for under social
security. This work demands great. physical strength, agility, coordi-
nation, stamina, and endurance. Most inen begin to lose a good part.
of these characteristics after they reach 50, thus reducing their effec
tiveness on the job. Early retirement for such workers is necessary in
order to maintain efficiency in the firefighting service.

By the same token, the rigors of flreflghting have r.n increasingly
damaging impact. on the health of fire department members with each
succeeding year after age 45. Medical science has established that
advancing age and the work of firefighters frequently are the reasons
why such men suffer from heart disease. In order to afford reason-
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able protection to the health of the men engaged in this hazardous
occupation, firefighters must be permitted to retire at an early g

2. if social security was made available to firefighters without being
accompanied by adequate safeguards to protect the integrity of their
State o. local retirement systems, such systems would be placed in
jeopardy. When we have liberal benefits and early retirement, quite
often it is only the exclusion clause which prevents municipal admin-
istrators from integrating social security with, or substituting social
security for, the local retirement system.

Further, the unqualified availability of social security would serve
as a bar against improving those retirement systems which do not
measure up to the retirement standards required in firefight ing.

Since 1954, when Congress adopted the firefighters, exclusion clause,
our international union has been engaged in a continuing fight to
preserveit.

Attacks ~ainst the exclusion clause have taken two forms:
The first has been attempts to simply repeal section 218(d) (5) (A)

of the Social Securtiy Act.
The second involves efforts similar to that contained in H.R. 378

and H.R. 2888, which have the effect of picking us off one State at a
time, by removing the States named in such bills from the exclusion
clause.

Some of those who support repeal of the exclusion clause argue that
the firefighters really have nothing to fear; that the referendum pro-
visions of tho Federal statute protect them against being forced under
social security against their will.

Unfortunately, this theory ignores the fact that section
918(d) (6) (C) now permits 19 States to divide their retirement system
so that a single fire department member can compel every future
member of his department to come under social security.

In addition, the Social Security Advisory Council has recommended
that this authority to divide the retirement system be extended to the
remaining 31 States. The fact of the matter is that 11.R. 12080 would
make Illinois the 20th State which would have the authority to divide
its retirement system, or systems.

If the exclusion clause Was eliminated, Mr. Chairman, and the au-
thority to divide the retirement system is extended to all 50 States,
social security will be forced on every fire department in this Nation, in
spite of the fact that the overwhelming majority of department mem-
bers are opposed to it.

In the past, we have devoted most. of our efforts In this area toward
resisting any attempt to repeal the exclusion clause. The Interna-
tional A-oc1ftion of Fire Fighters now believes that- the time has come
to take a more positive approach to the problem. We are of the opinion
that 'he Ribicoff amendment provides for just such an approach by
having the exclusion clause remain in force, except that the insurance
system may be made available to firefighters in any State which has
a statute requiring that said insurance system shall be a supplement
and addition to the State or local retirement system covering such
firefighters. 0 - I

In part, this proposal is in response to those who have argued that a
firefghter's local retirement system cannot be weakened or impaired
through the imposition of social security. As evidence of this, they
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point to the declaration of policy by the Congress which states that
such retirement systems shall not be impaired as the result of, or in
anticipation of, an agreement which extends social security to State
or municipal employees.

Unfortunately, this declaration has no legal effect on States or
municipalities. Therefore, in order to make absolutely certain that the
intent of this declaration is fulfilled with respect to firefighters, the
Ribicoff amendment provides that the only terms under which social
security can be made available to such employees is as a supplement
and an addition to their own retirement system.

This does not prevent a State or municipality from changing the
retirement systems of its firefighters. Instead, it means that they may
not integrate social security with, or substitute social security for, the
local retirement system. In other words, social security cannot be used
as a device through which a municipality might escape from its pen-
sion obligations to its firefighters, but it may be made available to such
firefighters where the State law protects the integrity of their State
or local retirement system.

The Ribicoff amendment also provides that social security cannot
be made available to firemen unless it is approved by a majority of the
firemen in the retirement. system. Voting in such a referendum would
be limited to firemen. In the absence of such a provisions other State or
municipal employees, who have retirement needs which are different
than that of firemen, might be able to participate in the referendum
and to make determinations which are in conflict with the desires and
wishes of such firemen.

The Ribicoff amendment further protects the retirement system of
firemen to the extent that social security will not be made, available
where any such system, in effect on the effective date-of this proposed
amendment, or in effect 3 years prior to a referendum, is diminished
or impaired.

Last, the amendment would remove firemen from the section of the
Social Security Act, 218(d) (6) (0), Which now permits certain States
to conduct a referendum on a divided vote basis. Again, under this
arrangement, a single fireman could bring social security to an entire
fire department, even though the remainder of the department voted
to be excluded.

We have had an extensive exchange of correspondence with the
Social Security Administration concerning this proposal. It would
appear that their opposition to the amendment lias narrowed down
to their claim that "this proposal would, by limiting the manner in
which States or localities could adjust protection afforded by their
retirement systems to take into account social security coverage,
amount to an unwarranted interference with the States and localities
in their relationships with their employees."

We respectfully submit that the rivers% istrue- If Isocial security
was made availale to firefighters without adequate safeguards to pro-
tect the integrity of their State or local retirement sysms, it--soial
security-would be used as a device by municipal employers to weaken
or impair such retirement systems, and would thereby constitute an
unwarranted intrusion on the part of the Federal Government into
the relationships between firefighters and their employers.

1059



SOCIAL SECURITY AMENDMENTS OF 1907

We are convinced that the adoption of the Ribicoff amendment
would prevent such an intrusion, and would solve a longstanding
problem.

Senator RmtcoFF. Thank you, Mr. Kershner.
Mr. Kershner, how many people are involved in the International

Association of Fire Fighters; how -hany people are covered?.
Mr. KFIRSHNER. We have 129,000 members in the United States and

Canada. A little better than 100,000 are in the United States, and
29,000, about, in Canada.

Senator RmICOFP. Do you cover, or do you represent, all firefighters,
or are there more than those members?

Mr. KERSHNE . We represent better than 90 percent of the profes-
sional firefighters in the United States.

Senator i{icoFF. Thank you very much.
Since I have introduced the amendment, I have no questions to ask.
Mr. KERSHNER. Mr. Chairman, we have one brief, half-page, state-

ment to make on another matter that was raised by the President's
recommendations on tax relief for the elderly. Unfortunately, the
House did not act on it, and we are hoping that the Senate will con-
sider some measure of tax relief and, very briefly, I would like to read
to you a statement by our international president on this point.

Senator RIBICOn'. Proceed.
Mr. KPsINxN. The purpose of the retirement income tax credit

of 1954 was to equalize the tax treatment of those who have retire-
ment income from sources other than social security or railroad retire-
mont, with those whose source of retirement income is social security
or railroad retirement.

Unfortunately, this, tax credit no longer fulfills the purpose for
which it was established. The maximum amount of retirement income
to which the tax credit is applied has not been increased since 1964,
when, incidentally, you, Mr. Chairman, introduced an amendment on
this point, and it has not kept pace with the maximum benefits payable
under social security which are tax free.

On September 12, 1967, which is tomorrow, Mr. Ernest Giddings,
representing the National Conference on Public Employee Retirement
Systems, and Mr. Rex T. Wrye of the National Education Association,
will testify before your honorable committee on the retirement income
tax credit. It. is our understanding that they will recommend legisla-
tion which will cause the maximum amount of retirement income to
which the tax credit is applied to be increased so that it conforms to
the maximum benefits which will be payable this year under Social
Security Amendments of 1967.

The International Association of Fire Fighters, AFL-CIO, takes
this opportunity to join with, subscribe'to, and support the statements
and recommendations which will be made in behalf of the National
Conference on Public Employee Retirement Systems and the National
Education Association on the matter of the retirement income tax
credit.

Senator Rmicon'. Thank you very much.
Mr. Elliott, please.
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STATEMENT OF JOHN DOYLE ELLIOTT; SECRETARY OF THE
TOWNSEND FOUNDATION

Mr. ELLIOr. I am John Doyle Elliott, secretary of the Townsend
Foundation, founded by the late Dr. Francis Everett Townsend. I
appear as economic consultant and as national lobbyist on behalf of
the clubs committees councils, and other State congressional district
and local entities endorsing and supporting the principles and pur-
poses of the foundation.

We endorse H.R. 12080 and, more enthusiastically, H.R.. 5710, for
their humane intentions and as far as they go.

We feel they hardly move very far, because the prop increases
in minimum and lower benefits will simply and generally be deducted
by the States from public assistance payments on which most mini-
mum and lower beneficiaries are dependent. They will not fulfill the
President's hope for "the greatest improvement in the living standards
of the elderly since social security was enacted."

Not the poor people, but the local and States' welfare budgets will
receive the aid. Tragically, those who should receive the most improve-
nient will actually end up with virtually none.

There is one thing only which can abridge this defeat of good in-
tentions, and it is minimum benefits for all the people under title II
high enough to preclude all need for public assistance except in very
unusual and extreme cases. This would cost not. a penny more except
where States and local authorities are not meeting even their own
standards of need.

There follow our basic recommendations to make the most of the
limited benefit potential of our present system.

First, enact a presumed average wage in covered employment for
every American man or woman, whether they have technically engaged
in covered employment or not, said presumed wage to be sufficient to
qualify each individual man, or woman, for a benefit of $125 a month.

Escalate benefits in step with advances in per capita income, not
merely cost-of-living changes.

Per capita income precisely reflects all changes in all factors of cost
and of standards.

Then, let us institute a new levy upon the gross receipts of all per-
sons and companies, all business, personal, corporate or otherwise,
at the rate of 1 percent. Business satistics show this broadest of all
possible tax-bases now approaching the level of some $3 trillion a
year-trillion, not billion.

With these three basic recommendations instituted, eliminate the
$50 and $40 and any other deductibles that are proposed in health
insurance for the elderly.

Then eliminate the time limits on hospitalization, no 90-day, 120-
day, or 180-day, or any other limitations. The longer and permanent
cases are the very ones which should be most fully insured because
they are the economically most catastrophic. They are the ones which
most disasterously devour the resources and impoverish persons and
families. They are the ones that counteract health gains by imposing
punishing economic damage.
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Extend the health insurance coverage and benefits to the disabled
and all benefit-categories under social security.

Mr. Chairman, unless the foregoing recommendations are genuinely
instituted, we feel sure the present system of social security is not
going to contribute to victory in any war on poverty. Rather, it is
going to continue foredooming any, such effort and crusade to futility.

We feel that history is now forging a new demand for a new concept
of justice. Domestic turmoil, violence, rises, history will write, in our
opinion, from the very injustices which can only be corrected by the
building in- this country of a great, national, poverty-barring, retire-
ment and disability pension-system, the benefits of which will be
sufficient to protect from poverty persons having no other resources.

Where are going to come the os for those now building and
maintaining the pIanes flying in Vietnam, the bombs dropping in
Vietnam, and all the rest of it?'Where are the jobs for all the Americans
who do not die there but come back ?

Look at our poverty program. We are constantly "going to" teach
legions of inexcusably unschooled youths skills to hold jobs. What
jobs if we continue compelling an ever-larger part of our adult pop-
ulation, our elderly, to live constantly longer years of life impoverished
and unable to buy, unable to employ; and to what end employing them
if they, too, are to end up retired in poverty ?

Our slums are to be replaced with new housing and rebuilt commu-
nities. On this morning's radio news, I heard a $200-billion estimate of
urban renewal. To what end, unless the people living in them have the
money, the income, to buy or rent them ?

Unless we get real social security,.poverity-barring social security,
for the ever-increasing millions inevitably to be dependent on it,
new slums are going to develop faster than we can tear out and replace
the old ones. They are going to develop for the same reasons the old
ones did: too many people unable financially to buy, rent, and live
decently.

The same thing is true for real employment. Unless we stop allowing
the attainment of old age, disablements, automational displacement of
jobs and workers through the devices ol science, unless we can prevent
such thins destroying people's buying power, their license to live, we
will conn'mue to create unemployment and unemployability more
rapidly than we create work, until justified rage may well bury our
glories in civil strife.

History is demanding problem-solving answers, not more evading
substitutes.

We must stop spending our wealth and history's gift of time on
stingy, prejudiced, unworkable substitutes and put into operation
the great, national pension-system capable of barring poverty from
the ives of those who have no other resource; an honest and just
prosperity, only possible through the principle of the great, national
pension embodied in H.R. 5930, attached to my written statement
submitted.

Now, as final background, the Census Bureau's annual surveys and
current population reports dealing with the distribution of money-
income by age and sex groups show that in 1947 those over 65 had only
34% percent of the money-income dollar as compared to those from
25 up through 61.
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In 1965 however, this had dropped down to 301  percent. We have

not gained ground in all these years through the policies and programs
we have been following and putting up.

In 1965--and this is the gist o-f the problem up to date the real
problem-in 1965, men over 65 had a median income of only $2,116,
which was $3 247 less than men aged 55 to 64.

Women only had an average income, a median income, of $984,
but it was $1,135 less than women aged 55 to 64. This is the gap that
has to be filled.

Any efforts to abolish poverty in this Wonderful country of ours
are going to fail unless that gap is filled, there in those areas; and
nothing short of the great, national pension which, in the absence of
any other resource adhering to the individual, will bar poverty from
the life of that individual; nothing else, or less, we sincerely submit,
is ever goig to fill that gap and do that job.

Thank you very much.
Senator RIBICoFF. Thank you very much for coming here.
(The prepared statement of Mr. Elliott follows.,)

STATEMENT OF JOHN Doy=r ELIuor, SECRETARY OF THE TOWNSEND FOUNDATION,
E]012OM1O CONSULTANT AND NATIONAL PENSION LOBBYIST

Mr. Chairman, I am John Doyle Elliott, of 5500 Quincy St.; Hyattsville, Mary-
land, Secretary of the Townsend Foundation, founded by the late Dr. Francis
Everett Townsend. I appear as economic consultant and as national lobbyist on
behalf of the clubs, committees, councils and other State,, Congressional District
and local entitles indorsing and supporting the principles and purposes of the
Foundation and my work towards Implementing those principles an purf:ose,

Specific legislation, namely H.R. 5930, -embdies and defines the ways and
means, authorities, duties and responlbilitlec 'properly involved fri their
Implementation.

In 1953 and early 1954-after the House had acted on Social Security Amend-
ment--I presented Senators a' list of recommendations, relevant within the
framework of the present system of social security ant! the bill of amenmentL
designed to realize this system's full potential in terms of providing Social
Security benefits for the American people.

The final result was an amendment by the Senate (agreed to by the House)
directing the Department to study the feasibility of minimum benefits of $5, $60
and $75 a month-with the purpose of substantially eliminating public assLtance,
except in unusual, special, or extreme cases.

In 1955, Congress received the Department's report. It admonished that such
minimum benefits would entail payroll taxes so high as to endanger continued
public acceptance of the system. I have always felt that report contained either
insincere, or incompetent areas, Mr. Chairman, because the President, t: H.R.
5710 and a parade of others now propose benefits be raised from $44 (unthinkable
penury) to $70 and $90 and $100 a month. It certainly is clear leadership has
repudiated the Department's 1955 admonition.

Therefore, I now re-introduce those basic recommendations, up-dated to
realize the present system's full potential In terms of providing benefits-and in
terms of emancipating Americans from the discriminations inherent In public
assistance-so that ALL Americans have equal treatment as well as theoretical
Justice, under law I

Therefore, we endorse H.R. 12080-and, more enthwuiastically, H.R. 5710--for
their humane intentions-and as far as they go. However, Mr. Chairman, we feel
that neither bill moves very far towards realizing President Johnson's commend-
able hope for "the greatest improvement In the living standards of the elderly
since Social Security was enacted." Towards any such aim they are both feeble
feints. .

They hardly "move"--because the proposed increases In minimum and lower
benefits will simply and generally be deducted by the States from public assist-
ance payments, on which most minimum and lower beneficiaries are dependent.
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Not the poor people-but local and States' welfare budgets will receive the
aid I An ironic frustration (utterly to be foreseen because of repeat ted experiences

i the past) --Aronic frustration will niock the humane hopes and good intentions
of Congress itgain.

Tragically, those who should receive the most Iniprovetienlt will atCtually elld
tip with virtually none at tll.

The only thing which call abridge this defeat of good Intentios, ever, Is
ninlinuni benelits, for ill tihe' lwople, under Title I!, high enough to preIde
all need for public assltuaneo--excopt ii nnsizal and extreitle cases. It would
cost not a wnlhly more--except where States are not liteothlig but neglectlig
need.

There follow the base recomniendatlots necessary to make the most of thiit
limited (at best) bwnellt-potenllal of lit, present system. First, enact a "pre-
sumed average wage it Covered employment" for every American man or wollial
(whether they've engaged at all il tlechnically "covered" employment, or not)--
said "prestmed" wage to be sutlelent to qualify each such Individual 1m1an or
woman for a benefit of $125 a month.

Such a minitmuto benoillt, automatically atlached, ns a matter of right, to each
person will end public assistance, except lit rare and nusunal Instanues of
abnormal need.

Next have escalating benefits li step with advanct,'i i per capital Income.
More cost-of-living advaees contemplated limitedly li 11.11. 57100 Ignore advance.
Ing standards of living-ignore all olher factors of liarlcllmitlon ill up-to-date
quality of life.

Per Capita Income proelsely refleis and nieasure, in current dollars. elianges
In nil factors of cost aid of standardsL. t't, the right reference, the complete
reference for the purposes of preventing belneil. front Iiirging behilld tile various
changes Induced by our cot Inning lrogrts.

If any Member really examines tihe lImIilpcatlons of ! ite." two reconmtendatlons,
their invaluable desirability anl wirdoni will be self-evident, I sincerely [Jil-'vs.
To finance then, let u8 have no more escalation of payroll alid self-eneloyinent
tax-rates and no moro raising of ceilings to which these taxes apply. Further, let
us set aside the ridiculous notion of tapping general revenue (progressive Income
aid corporation taxes, already Involving categories taxed at way over 50 ver-
cent), Involving sky roeketig rate oil sonie lwople for wltls to others.

Instead, let us Instittute a new levy upon the gross re elpts (gross Income) of
all persons and comalmnles, at the rate of one (I) tier cent. luslness sintistics
show this broadest of all lksible lax-bases approaching tile level of $3 rllion
(not billion) a year. Theoretically, a I% rate would create a new nioney-anlhorl-
rAtion throughout our enitre economy of some , $3 billion a year. in any event.
short exlrlence would un iswerably eshiblish tilt- revenne-produictivity of this
broadest of all possible tnx-bases and smallest of all ixsslile tax-rates (for ally
given revenue).

Assuring those three bnsic reoinimetdalloim Instiitfied, there ore other col.
lateral recomineuidatlons we believe to be compdetely essential to our best
prosperity. 7irst, eliminate the $50 and $10 deductilhes in tile health Insurance
for the elderly programs. Cansiag a siigle American to become subject to the
discrimination Inherent In publle assistance and to Its Indignities far outweighs
tie theoretical merits of such deductibles !

Then, elilinate all time liits ol hospltailziation (no 00-day, 120-day, ISO-day,
or any other Ilnltatlons). Tile longer and l'rnlanei cases are ti very ones
which should be most fully liustred-because they are the ceononcally most
catastrophic. They are the ones which most dlsastrously devouir the resources
and impoverlsh persons and fauillies--counteracting health gains by punlishilg
economic damage.

Extend tile same health hisurance hteitefis to the itdahled 111141 all oilier Iluneill
categories under Social Security. 1o these things avud Pres~dent Johnson's hopes
and expectations will be significantly realized, not nired in the dscrihhiatlons
arid humiliations of public Assistnnce.

Mr. Chatinan, untless the foregoing rmeonmendat ilomus are genuilnely Iniistint ed,
the present system of social security will not contrillte to victory Ii any war on
poverty. Rather, without at least the foregoing, it will continue foredooining any
such crusade to futility I

Mr, Chairman, In opposite vein, we sharply disagree with the proposal in
IR. 15710 for Social Security benefits basMd upon wage. salary aid self-elliployod
Incomes of $10,000 and $15,000 a year. To propose that the Governtent (which
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inestin the pubbie, jwor as well as rich) miatch the contrIbittions for buying
retirement bonds to give plrosperous $10,000 Anti $111000 a year people 1inagifleent
bcefelts, under the loresent ityiteni while itlos1 of the fteopO eti ar bnetits
dlictatinig punishing lienitry--such a proposal meenis to 1114 tilinly otitroigeoiis!

Ilow often harev I finnril Memibers i f ('engrems express fears of "litflt Ion"-
how often notedclmitks tot). Air. (Thairaa-fers of ''Inllon" when tnodes4t
benefits hMve bettn lrollwitei for f lip iooor. hlow (often hao I hearil tlhenm aglip,
litnea 111pnile at people "wanting Ito livto off of (he (lovernitent"

Now, we' have tho irIoostilon that1 Riot flip' pmor, or the p04)iiIO ii g'iieri, bta~
the pro.4perous" have the (lovernnit tiny hltl flhp buying irt of boud:4 for
their retirement. Have thep public liiro "itehi' their Hoda) Recurity taxesl.

It's ridleniais And onrgei--see l iiite fox, of the Maet suph lirospier-
oRiw eaRrners are not ft- reason we have a social isecurity p~roblemi. Itather, we
havte tipe problems l bt4itisO of tlie lKoiik'e whose t'olOiiiit fortuines hAve been Miunt,
or, however they iuity have hirooliered at various 8afgese of life. because of peojile
wiio'vp founld t'tilr linter years iti'poverisil fromt nilily en 13008.

Wh~at we MICed, fit the 11i11me Of 501111 Hiecurity bwefitt. Mr. Cinrinan i -- first
ond before all Other I infga-iemmeiltm whieh. wvill bar poverty front thep lives of
Aimierhetus who fill( tlleniselves with nIo nsoureo' oflivr thAnl their Movial Smocurity
kniellts. We nedi tlie extiteinof ti11th1 protect on for every Anmrean--if he
t'neuiiters tile libarttti 1111( mI resm of poverty.

Whnt we don't 3100(1 Is n A0) poehent public Publily (of 81poclal Onnineil Support
for the affluent I

M~imat we veed is a prosperltyimuring, jlivertf.biring plnislomi 44Iplx)ret by
till and protec-ting all-nalke, Mr. Chiran.

Fruit kly. 11 dumR fu~nfiided to wittless this woiid-liv ritd onl Social Sevitrity by
people wh-Io itave every Opportunity and~ inenAot to he' aund reutaln te front
iswyerty-whtlo tile pooer lngish.

Let thle $10.0011, the( $1AI1() ivlC'ilh havoe their stake Ini Hoeial Sociurily like
everyloody else. Btut, to the extent- tt thle) stilipleitit thep batsic socal secutrity
systeli aiid lIt lieniit'it lot Itini poy the whole privco fort Aiielb hoiiiis etc. I'Al0t
hear no more, about tit' pulled R~~ holfj'ayhg for retIriiint nd other Sovial
Security boeciht for tlu'weltod-thb we still hatve people around here
Ialking about ft- majority of Anieriens end tflip iRngIfiedl, unfortunate, hoindl-
enploetd und floor "having Hocial Recurity benoifits" of $70 to $100 it ittonth am
"cornerstoiief" up1103 wiclh they (the h'oor) Raly "build" finuds for-their old Age!!
IAet'so bela.% that kind of thin~g.

Thalit ontlAndloth propomna lioild die rigilt iRow, 01nce an~d for all.
Now, I wish to tiur to thep PoiyAOYoRIo Stivitil S9ecurity and Prospe1rity

ittaurnte Act, ewbodied lit 11ilt. 51M3. introduced bly l10eu. John J. McF'alilih
dany After the Introduiction of MRl. 5710. Mr. CheIrma, embodying thle P'resident's
proposals.

Thils to n program for "hapinesitis ARnd freedom successfully puirsueii"-eyond
client enivIsloulng. It reaches, l31 its Itotential and prpoie and ability, far,
far beyondd the utmost po.sIble Itider the t, presiit ysient.

Mfr. Ohalrnian, the War ein P1overty-which canu only 3110311, sincerely, At crusade
to nlbolish hioerty from humnan llfe-fusianlosely requires this f'ayiAs.Yom:.GO
Soerual 6'resrlu id I'roaprrllgj ftiotauner Art.

Victory lin flts war deninds, can't mei. mtilea Me, tilings provided for lit this
11111 Are done-not pRtially, or e~mitagely-bhut completely. TVo the extefit they
are Riot ilone poverty will relnain. Ili this light, colored boy tile fact our lirestint
systemi, At best, Call3 ('1ily 1111ance( a relatively feeble (I splilacoinRPitt (tint "holitioli)
(it joverly-in this light I beseecim tile Commnittee Anti the 41ongress to Mind~y
11it4 141111. Tile tilte Avfltblble no0w to dolerlbe It Is Wry Iindequtot; butl hewos thle

Celouis llu1reAli'" yearly suirvoys oil Consumer Tneonte distrlbtlon (Clurrent
1'oluldtiln Rteports. Serieso IP.41) Mhow persons MI and over commland le*es theft
ii thirvi the Iincome of younger adultsq nged 21S all the way, tit through 04.

That's fact--amid lo-v-e-rty I -Mirthlerinoro, way back 'in 1947, Just after
World ,War TI, tile ratio boetween the two groRuloi wasR 34.5 Mits to thle dollar;
1111d lit 100M It hind actually ollile(I~ to 80.5 cents for the oldter compared to
$1.00 for the younger adult.

All the tumarw of things so far (lone, pubtlely and privately, have barely kept
the economic positlti of the elderly from wort*ning-let Alone fallIng to
Improve.
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While benefiting a fragment here and there, all of it combined reveals ab.
solutely no possibility of any achievement which can be a contribution of signif.
icance to the War on Poverty.

There is only one thing which can ever allow and lead to abolition of poverty
in the retirement years of life ( a constantly lengthening part of a life for more
and more people)-and that thing is the national pension for every person alike,
as defined and provide(] In this Bill, sufficient, in the absence of any other re-
source, to bar poverty. As long as it's lacking, a vast poverty will continue-a
vast, deep poverty-no matter what else may be done or accomplished.

Nothing else, or less will eliminate the basic problem of our people In their
elder years, namely their loss of money-iacome, the ver license to live.

Other problems of age and hopeless of solution and the best achievements
against them blighted, cancelled, so long as economic Inferiority, the indignity
of failure, exile from participation in the up-to-date standards of life and living
exist even noticeably, down-grading the position of the elderly, corroding their
self-respect and their confidence In themselves nnd our society.

All other prosperities must pale in significance and worth, unless real, up-
to-date participation In all phases of life and the benefits of our magic economy
crown the final years of life.

H.P. 5930 rests squarely upon the doctrine that our superior prosperity (our
high income, tax-base and plenty of capable taxpayers)-this enables us to
afford a Viet Nam. An impoverished giant like India can't even think of such an
undertaking at all.

It isn't like the World Wars-in which we could convert every resource to the
fight, forgetting all other things, quickly crush the foe, thein revert to Iwece. Thl:.
is a long-term thing, with other such tasks to follow Vict Namn In honor of our
promises to mankind to lead them to freedom with Justice.

We must perfect our human prosperity to the fullest-because upon it de-
pends everything else. Upon good human health-human prosperity-human
education and acquiring of wisdon-upon these things we can't spend too much
money, time, labor, or anything else. These things are not "inflationary" or
anything else detrimental; rather, they are the very essence of sound, stable,
Just and enduring human society and freedom-of Justice, "happiness success-
fully pursued."

In short, neglect our butler and we'll soon be guilcsl
Fver-rlslng prosperity is the might with which we've succeeded. It's the might

(if we can amplify It to the future's requirements) to triumph In this new kind
of war; and without which we'll fail. With it must rise an ever-crearer sym-
phony of human progress-an unanswerable harmony of social justice, "hap-
plness and freedom successfully pursued."

Today, our leadership is bogged down In the fallaey of "butter or guns"-
that domestic welfare and progress must give way to finance Viet Nam. No! No I
That way lie more and more savage riots In our streets-spreading Weakness,
material and spiritual, failure.

That way-stupidly-we'll fall and never get the chance to face the glorious
challenges success in Viet Nam will create. We'll lose the race in space. Our pace-
setting of mankind's progress will falter, slip our grip, If we don't perfect to the
fullest just, human prosperity, true wealth In the eyes of God and mankind,
throughout our own national house,

Mr. Chairman, H.R. 5930 will perfect our prosperity by abolishing unjust
poverty, by pension-finance where no other thing can do the Job. It Is essential
to our ability to fulfill our promise to mankind; in the end. even to mankind's
survival-for If WI can't achieve freedom with Justice, who else can so much as
hope?

The fallacy of "butter or guns" will betray us. our country and our children-
the principle, "The better our butter, the greater our guns"-4hat alone can
supply the moral and material power for the real victory-the real victory.

Under H.R. 5930, disability is the next hazard of life which must be accorded
the same immunity against poverty. First are those forms of disability rising
from sickness, injuries of mind and body. In Section 230 (10) and (11), this
Bill positively defines disability and impoverishment In terms conclusively Im-
munizing Americans from the honestly preventable miseries and damages of
such events.

When the events of various disabilities overtake people, they must tie insured
against poverty in Just the same terms as under old-age retirement, for they
are certainly retired.
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Now, a new category of human misery, misfortune and poverty Is recognized

In this Bill. It Is the wrongful, unjust occupational etireuient, disablement of
our people by technological progress eliminating their occupations.

When our technological progress renders somebody's occupation no longer
needed, hence unworthy of Afio (sometimes entire skills, or trades, or Indus-
tries, like coal mining, for example)-those people are retired. Make no mistake
about It.

There is no such thing as really comprehending [lie hurts, miseries and losses
ihils kind of thing has visited-and continues unabated to visit upon Americans.
What else Is really behind the riots ione of us would believed possible a few
years ago? The blacks aren't blacker-the whites aren't whiter-the summers
were Just as hot years agol No, the difference Is the accumulation of this tech-
nologleal displacement of labor and Its requirement of experience, knowledge
ihe1se people lack. I.R. 5930 faces up to this evil Injustice and provides the only
answer, too.

Therefore, it Setion 205 (d), with such people Insulated from poverty by the
same benetiti aA those of old age and disability, 11.t. 50 provides for their
rehabilitation, obligating them to cooperate completely towards their qualifica-
tion for existig and available occupation-an end to their wrongful retirement.

Mr. Chairman, technological progress, our gaining of mastery over ever newer
and more effeclive ineans and tools for producing wealth-this nwrer should have
injured anybody. Directly, or Indirectly It should have benefited everybody. Yet,
leglont of people have been unjustly ruined, wronged beyond description by it.

It is time for an end to this awful and defeneless Injustice. And, just because
it has been going on for generations, there's no excuse, no good reason for it,
continuance. In fact, tie greedines.s underlying anti causing the wrong, 1.0 far
and for eo long done, that Finfulnesi must cease fit a hurry, by every right avid
honor. That greedy .lnfulness is our greatest danger in thils world and this life.

Another vital problem's real and whole solution Is provided for through the
pension principle of 11.1t. 5930, It provide that all students aged 18 to :5-so
long as thley are occupied in full-course, educational, or vocational training auid so
long as they properly achieve advancement In such pursuits--shall be eligible for
the camo bneflt as disabled and old-age retirees.

Year nft.2r year, there i dinned Into us the admonition that we are falling to
provide the advanced education we should; that we are not producing the edu-
cated and trained people we should. Well, let's have an end to that, so far as
economic obstacles to the family and the Individual are concerned. H.R. 5030
specifically does so. That the pension for these persons will represent a lot of
money i. certainly true--a lot of money-but, it's far more than offset, profitably
in the highest possible sense, once under way, by two factors:

1) It will cost no more. probably less, to educate a person this way than
to do It In any other financial manner-if you really do educate him;

2) No Investment In the future could possibly be a better one for the Indl.
vidual and/or for society.

This provision will guarantee that nevermore will we have youth who do not
achieve the education training, for the successful pursuit of happiness and free.
doa, God gave then the ability to acquire and the character to desire.

As in eliminating poverty from the later years of life, Insuring peop!o from
poverty and ruin by disability, enabling them to recover prosperously front tech-
nological and autoinationai displacement-only this uniform, national pens-Ion,
aerrulng to every person as an unalienable right. only this pension can secure
proper education for all.

It's high time to face this truth. The last thirty years have amply demonstrated
the futility of the alternatives, all of which are based on the old age-o.acartity
concepts of policy and viewpoint. If those old ' Ideas could handle the problems,
we would never hare had them, In the first place, Mr. Chairman.

Th* amount of the proposed pension : At today's economic levels, standards and
costs, prices, were this program In effect now, It would be providing a basic bene-
fit of Just about the dollar-value Congress has recently put on the Federal Mini.
mum Wage-,1.60 an hour. On the basis of a regular, 40-hour week, that's about
$e0 a month.

That Is Congress' up-to-date Judgment as to the minimum compensation, per
Individual human being (not family, or couple), in return for which we can
decently employ, or make use for our own ends or profit of the life of another
person. The minimum, measured In today's dollars.
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The crossing of a birthday line, like 60, ,or 65 years, becoming disabled or a
dependent-burdened mother of children, technologically divorced from employ.
ment, economically unable to acquire appropriate education, training, or ex-
perience-these happenings is no Justifiable sense render an individual (or a
group, or class of people) "inflationary" or anything else

That minimum Congress so recently specified In the Minimum Wage enactment,
in terms of present dollars and standards, is exactly as applicable to the man
at age 66 as at age 64, so to speak. Human life is the "ing of value-and its sup-
port and betterment Is the essence of all economic valhe in any sense which may
be termed honest.

Now, I sincerely ask each Member to contemplate a simple question. If we had,
years ago, instituted the program in H.R. 5930, would we be better off, stronger,
or a less wealthy and weaker society than we are? Could our money have done a
mightier service in these last years than to have given humanity proof poverty
can be mastered, instead of allowing poverty to have generated the upheavals
and tensions it has in our own land and In the world?

I believe that anybody who contemplates the differences which would have
ruled, had we done these things instead of the feeble alternatives with which we
have lived, such persons will readily see we've suffered tremendous and needless
losses. Equally, it will become clear that we should tolerate continuation of those
losses no longer.

Therefore, let us finance our way out of these problems. By Act of Congress,
let us institute a universal contract which will inherently operate whenever
business is done, being an inherent part of every future business transaction and
contract.

Whenever business is done-transactions and contracts carried out-wages,
salaries, profits, commissions, rents, rates, fees, dividends, interest, royalties, all
taxes (which simply finance the same things under employment and other con-
tracts between persons and companies with Government)-all forms of costs,
through legal contracts, the law of the land authorizes, creates the money and
payment.

At the same time, by the same contracts and authority, we simultaneously
authorize all the money-inoomes of people (wages, salaries, profits-all of them),
the money-incomes upon which people live and with which they do business.

Those "costs" and those "Incomes" to people are identical things, created and
monetized by the contract law of the land. Just as an Act of Congress increased
the value of gold (gold does not change) nearly $15 an ounce-Just as recent
passage of a law increases the money-value of every working-hour under mini-
mum wage employment-contract by 85 cents-so exactly may we institute a uni-
versal contract which will monetize these national pensions proposed in H.R. 5930
without financially burdening any other and existing money or wealth. So may
we create new wealth, financially, beyond previous experience. It will prosper all
and burden no honest person, or interest.

Simply enact that in terms of the gross dollar-value, determined by trade and
commerce, of all contracts, there shall universally be an additional monetary
factor of two or three percent-an additional monetary factor measured in terms
of a small percentage of the total sum of all other cost-income factors in all
contracts etc. Not taken out of existing cost-income factors, not a lien on them-
but, new, additional money for new, additional human life, prosperity, freedom-
for an end of poverty which is the greatest evil and injustice In human life, pun-
ishing, unjust evil.

Just as validly as the big auto manufacturers and unions could do it for a few
auto workers-so may we do it, Just as validly for all the American people. The
device, the f$nanotal technology, Mr. Chairman is defined in Section 229 of H.R.
5930-the Gross Receipts, Gross Income tax. lere is no good reason for people
not to have it.

This can be done. I advise every sense of justice dictates Its time is at hand.
Thank you.

Senator Rnmno0F. Mr. Edelman, pleas.
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STATEMENT OF JOHN W. EDE , PRESIDENT, NATIONAL COUN-
OIL OF SENIOR CITIZENS, ACCOMPANIED BY WILLIAM R. HUT-
TON, NATIONAL COUNCIL EXECUTIVE DIR OR; ANDDR. CARL
ROBINSON, NATIONAL COUNCIL'S MEDICAL CONSULTANT
Mr. EDI LMAN. Mr. Chairman, I would like to submit for the record

the text of the three statements which we have prepared: The first
one by myself, the second one by Dr. Carl Robinson of Bessemer, Ala.,
who is m6dical consultant to the National Council of Senior Citizens;
and the third by the executive director of the national council, Mr.
William R. Hutton.

Senator, RioiFF. Without objection, all three statements will go
into the record as though read.

Mr. EDELMAN. I would just take, actually, no more than a few
minutes to simply say that--I will not even read my summary state-
ment, Mr. Chairman-I think in general our views are fairly well
known on the Hill here.

We particularly press for an increase above, in the basic socialsecurity benefits above those proposed, those enacted by the House
of Representatives. We stress, particularly, the necessity for a dis-
proportionate raise of the basic minimum.

Mr. Nagle, just here, made a tremendously forceful and full state-
ment on this particular problem of the failure of many States to take
action to permit the increase in the social security benefits to be added
to public assistance payments. This is a problem which we have
stressed, particularly. We make several other points, but these are
our basic points.

May I ask, therefore, Mr. Chairman, that perhaps at this point youwould call on Dr. Robinson to read his statement, which will be quite
brief, but I think since we have taken him all the way from Alabamaand away from a busy practice, that it would be more to the point if
we heard from him.

Senator RnnIoiF. You may proceed, Doctor.
Dr. ROBINSON. Mr. Chairman I know I do not need to remind you

that not all segments of the health field were in accord with the enact-
ment of the medicare legislation-though I hasten to state that I have
always been firmly convinced of the need for this program. I am, of
course, a member of the American Medical Association, but I havealways been aware of the need for a medicare program for the senior
citizens, the disabled and many others who can't afford the high costs
of medical care.

Many of the medical people who blindly oplo.ed medicare plainly
did not realize what it meant to the elderly sick to have to go to a
doctor to ask for his help and tell him they couldn't afford to pay forit. What an affront to human di nity this was. And we can never know
how many sick older people ressted the indignity of the syst m lived
i pain and suffering, and died before their time. These statistics are

incalculable.
It is no wonder that the enactment of the medicare ie gislation has

been so enthusiastically welcomed by so many older Americans. And
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there is no doubt that it has been welcomed, too, by the middle-aged
sons and daughters of the elderly who frequently had to fork out the
medical expenses of their parents.

But the truth is that medicare has also been welcomed by most of
the providers of health services Doctors are now being paid for their
charity patients-a new source of income. Hospitals and nursing
homes are finding new money.

Like other doctors, I see many things wrong with medicare and
medicaid but I feel strongly that these programs are a tremendous
improvement over what we had before they got underway.

One of the things I consider wrong is the steady rise in fees doctors
charge medicare patients. I believe doctors who treat medicare pa-
tients are entitled to customary and reasonable fees. I would welcome
action by Congress to control excessive or unreasonable fees charged
by doctors under medicare and medicaid.

In previous testimony here, Dr. Milford 0. Rouse, president of the
American Medical Association, contended that medicare and medicaid
have been what he termed open-ended programs with costs he said
are uncontrollable.

1 do not consider medicare and medicaid costs uncontrollable, es-
pecially if doctors remain honest1 and I would not want to see the
medical profession blamed if rising costs force an increase in the
present $3 monthly premium for part B optional medical insurance
under medicare. That is one reason I urge congressional controls over
rising hosital and medical costs.

Most doctors I know work under fee schedules set by doctor-con-
trolled Blue Shield insurance prorams and I cannot. see why any
physician who does this should object to similar fee controls tinder
medicare and medicaid.

I don't want some doctors charging exorbitant fees when treating
medicare and medicaid patents and so giving the entire medical
profession a black eye.

I believe there can be a happy medium under which tle doctor has
a fair return for his services to medicare or medicaid patients and
the taxpayer is protected against waste, inefficiency, or greed on the
part of the suppliers of medical care.

What we are all interested in, or should be, is the best. possible health
care at the least cost. consistent with a fair return to the providers of
care.

To achieve that, goal, I believe we must simplify medicare by remov-
ing the deductibles and including tinder it all drugs prescribed for
medicare patients.

The complicated system of deductibles-$40 for hospital care, $50
down on doctor bills, and the requirement that the medicare patient
pay a fifth of the remaining doctor bills, and so on-seems to me to
interfere with the aim of providing the best possible health care for
medicare patients.

The best medical care is preventive care and it. just doesn't make
sense to me to discourage frequent visits to the doctor by requiring
cash payments as the medicare law does.

From my experience, most old people do not relish the idea of going
to a doctor and they like it much less when they have to pay $50 down
and a fifth of the remaining bill for the doctor's services.
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Four out of five, old people have chronic ailments like rheumatoid
arthritis, heart and circulatory diseases, diabetes, and cancer, which
can be controlled if discovered in time.

For these men and women frequent visits to the doctor are essential
if they are to enjoy their remaining years, and mandatory where a
delay in diagnosis can mean the difference between prolonged life
and early death.

Keeping people healthy is a lot cheaper than- caring for them after
they get sick and this is especially true of medicare patients. Istrongly urge Congress to get rid of the medicare deductibles.

I feel sure this would accomplish a great deal in cutting down today's
medicare costs.

Just as we should not place obstacles in the form of cash payments
and deductible charges in the path of health care for medicare patients,
I feel we should not make the elderly bear the heavy cost of meication
which the great majority of elderly must have to promote health and'
prolong life.

I think this heavy financial burden on the elderly should be shifted
to the Government so the elderly will be under no pressure to skip
taking needed medication because those on low incomes cannot afford
to have their prescriptions lled.

I think Congress ought to require that, where Federal funds are
used in the purchase of prescription druag, these be purchased where
possible under their low-cost generic or official name rather than under
a more costly proprietary brand name.

I recognize that the doctor must be the sole judge of the medication
he orders for a patient and I insist on the right of a doctor to write
his prescription under a' proprietary brand name or a generic name
as he sees fit. .

From what I have observed in my own practice, medicare has been
operating very well for a program that is a little more than a year
old. I agree with my colleagues that it often involves a great deal of
redtape but I have found that doctor-controlled Blue Shield also
involves redlape. But I have never seen a doctor unhappy that his
atient has Blue Shield and have never heard one complain about
illing out Blue Shield forms. , I

As time goes on, I hope the useless procedures for collecting medi-
care can be gotten rid of, and I am glad to see that the House-passed
social security bill abolishes the requirement for useless certification
of treatment. Under the House-passed bill, the doctor's itemized bill
iscertiflcation enough,-in my opinion."

Senator Rmincorm'. Thank you very' Much,
Any other comment I
Mr. Hvmzro. Just one highlight, Senator Ribicoff. We of the na-

tional couacil- express serious concerns about the prospect that the
voluntary insurance Premiumg, which now are standing at $3 a month
from both beneficiary and Federal Government, may in the very near
future be increased'by '50 cents or a dollar per month without anycorrespondingadeuate increase in program benefits.

The National Council' of Senior Citizens is convinced that doctor
fees to older patients have risen considerably more than they rhave
needed to have done to catch up with fees to other patients. Our older
people do not lie to us, -Setator; they write and tell us the truth and,
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when the U.S. Department of Health, Education, and Welfare finally
ets the figures in, we predict they will show extravagant escalations

in fees to medicare patients, and we believe that Congress will regret
it deeply if it fails to effect reasonable controls on doctor fees now.

Senator RnmooFF. Thank you very much.
What would you think, Mr. Edelman, should be the overall increase

of social security benefits in contradiction to that of the House?
Mr. EDiv ". Mr. Chairman, obviously, we have a convention stand

for a 100-percent increase in average benefits. We are prepared, in
view of all of the circumstances that are confronting us, and the prac-
tical realities of the day-by-day situation, to suggest that the increase
be at least 15 percent, which is far from what it ought to be, but this
is what we are urging as of this particular moment, in view of the
realities of today.

Mr. HuTroN. We do have a standing convention resolution, Mr.
Chairman, for a minimum of f150 per month per person, and $260
for a couple as being an essential goal for social security, made pos-
sible through the addition, of course, of General Treasury funds and
funding up to $15,000.

Senator Rincopr. In other words, suppose there was an increase of
social security benefits over 50 percent andit would require the utiliza-
tion of general revenues as against social security taxes. Would this
have the approval of your organization ?

Mr. HuiT-oN. It does so.
Mr. EDELMAN. It does so. Very definitely, sir.
Mr. HumrN. We believe it should be done.
Senator Rmicopp. Thank you very much, gentlemen.
Mr. ED LmAW. Thank you, sir.
(The statements of Mr. Edelman and Mr. Hutton follow :)

STATUM OF JOHN W. EDELMAN, PRESIDENT, NATIONAL COUNCIL OF
SENOR CITzEs

Mr. EDE:LMAN. As the spokesman for the National Council's 2,000
affiliated clubs, I tell the committee frankly our members are bitterly
disappointed with many of the provisions of the House-passed social
security bill.

SUPPORT THE ADMINISTRATION 'S RECOMMENDATIONS

We of the National Council of Senior Citizens join with Secretary
John W. Gardner of the U.S. Department of Health, Education, and
Welfare in urging the Senate to support the social security recommen-
dations of President Johnson.

As the President has pointed out, nearly 7,000,000 elderly arepoor
and, as Secretar~y Gardner has noted, approximately half the elderly
have no substantial income other than their social security benefits.

Because of this, the National Council supports President Johnson's
proposal for a minimum social security benefit of $100 a month for
recipients with 25 years under social security and $70 for other
recipients.

Members of the National Council of Senior Citizens hope the U.S.
Senate will show greater concern for the desperate needs of-the elderly
than did the House of Representatives when it enacted the inadequate
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House Ways and Means Committee social security measures (H.R.
12080).

We of the National Council were flabbergasted by the House Ways
and Means Committee finding-p-age 28 of the committee report on
H.R. 12080-that it had "no definitive guide for determining what the
level of the minimum benefits should be" and that a minimum of $50 a
month appearss ap1)rlpriate to the continuation of a wage-related-
social security-system. I"

Did the 25 members of the Ways and Means Committee reach into
the air or, perhaps, use some kind of lottery, to set the $50 a month
social security minimum in the 1ouse-passed bill?

The House committee members had available the services of Govern-
ment statisticians who could have readily told them what living costs
are, or they might have sunised without expert assistance that $50 a
mionth--00 a year-is not enough to live on, and that even the aver-
age social security benefit proposed under the House-passed bill-
$94.50 a month or a little over $1,100 a year-is less than what is
needed for minimum comfort and security.

And, right here, I would like to ask how does a Congressman, earn-
ing $35,000 a year decide that, other Americans ought to be able to get,
by on a miserable $600 a year or an inadequate $1,100 a year?

Using the Department of Agriculture's bare bones economy budget,
allowing around 22 cents for an individual meal, an aged non-farm
retiree needs at. least $1,470 a v,ar to get by.

We of the National Cou1icl of Senior Citizens consider this a callous
denial of bare subsistence--and it fails to grant the elderly a rightful
share of the prosperity they helped create and are entitled to partici-
pate in as a matter of elemental justice.

INCREASE TIlE TAX BASE

The House Ways and Means Committee social security report asserts
the social security system can finance a 12-2 percent benefit increase if
$1,000 of additional wages are taxed. The House-passed bill would
raise the social security wage coverage from the present $6,600 to
$7,600 a year and boost the social security tax by a quarter of I percent
for an employee and employer.

We of the National Council of Senior Citizens ask why a limit of
$6, 00 or $7 600 when a great many wage earners' take-home pay is
much more than this Why does the social security tax hit low moder-
ate income wage earners the hardest Why not ask those most able to
pay this tax to bear their fair share of the cost of social security?

When social security began, the social security tax covered 94 per-
cent of wages. As wages rose, reflecting the Nation's increasing atu-
ence, the social security tax became more and more regre"ive, covering
a smaller and smaller portion of prevailing wages until, in 1950, it
applied on full wages of only 43 percent of regularly employed men.

Even today, with social security tax applying on wages up to $6,600
a year, only a little over half the men who work for wages get social
security credit, for all their earnings.

The President's call for broadening the social security wage base to
$10,800 a year by 1974 would restore coverage to full earnings of no
more than 82 percent of regularly employed men, as Senator Frank E
Moss, of Utah, has pointed out.

1078



SOCIAL SECURITY A3MNDMENTS OF 1907

By contrast the $7,600 wage base stipulated in the House-passed bill
would cover full earnings of approximately 64 percent of regularly
employed men.

The National Council of Senior Citizens strongly urges social secu-
rity taxation of wages up to $10,800 a year by 1974 along with a modest
tax increase toprovide the 20-percent social security increase recom-
mended by the resident.

Why, Mr. Chairman, should low- and middle-income wage earners
pay a social security tax on all their earnings while upper-income wage
earners, who have the greatest ability to pay, bear a relatively smaller
social security tax as is the case under the present law and as would be
the case under the House-passed bill?

20 PERCENT ONLY A FIRST STE

Not that a 20-percent overall social security increase is enough. The
National Council supports it only because it is a practical step toward
a level of benefits sufficient to lift all the elderly poor above the poverty
level. The goal sought by the National Council is a minimum benefit of
$150 a month for individuals and $250 a month for couples.

The House-passed social security bill is a cruel disappointment in
other important respects, and we of the National Council fervently
hope the Senate will do better by the poor and the elderly.

"EDICAID FORMULA

The matching formula for medicaid under the House-passed bill is a
drastic reduction below the formula proposed by the President. The
House-passed bill limits Federal participation in medicaid to 133%
percent of the cash payment level of poor relief-a provision that
could eliminate the concept of medically indigent under medicaid in
some States

The President's proposal would allow 150 percent of the highest in-
come standards used by a State in determining eligibility under its
program of cash assistance for the poor.

States that would be immediately affected by the House-passed bill
include California, Connecticut, Delaware, Illinois, Iowa, Kentucky,
Maryland, Michigan Nebraska, New York, Oklahoma, Pennsylvania,
Rhode Island, and Wisconsin.

The law now requires States receiving Federal funds under medicaid
to provide, where necessary, hospitalization, out-patient hospital serv-
ices, doctor services, laboratory and X-ray services and skilled nursing
home service. Nine less essential health services are optional. The
House-passed social security bill would allow the States to substitute
any seven of the 14 health services permitted under medicaid. This
would drastically weaken the medicaid program.

We of the National Council of Senior Citizens share the opinion of
Congressman Jacob H. Gilbert, of New York, a member of the Ways
and Means Committee, on the House-passed social security bill.

In a speech on the House floor, Congressman Gilbert recently
declared:

"The 1965 social security amendments that set up medicaid contained
a Federal commitment to the States. Under the (House-passed) bill,
the Federal Government would be backing out of this commitment.
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Ironically, it does this not because the (medicaid) program has been a
failure but because it has been a succe.v * * *

"Hardest hit are the States with tlie most effective programs-the
programs that bring assistance to the greatest number of needy per-
sons--the States that show the most concern for their underprivileged
citizens. I deeply believe we use the wrong approach when we take
fmds from States that are meeting their responsibilities to the poor as
this bill would * * *."

Mr. Chairman, we of the National Council of Senior Citizens heart-
ily endorse Congressman Gilbert's views.

The National Council of Senior Citizens considers Medicaid-the
health program for the needy of all ages-a pioneering program that
should be encouraged and extended.We hope the Senate will pre-
serve it.

AID TO FAMILIES WITH DEPENDENT CHILDREN

Most shocking of all the provisions of the House-passed social secu-
rity bill are its savage restrictions on Federal aid for relief of the poor.

Under this bill relief to poor families could be shut off entirely or a
poor family coula have relief payments reduced by arbitrarily cutting
off adults from relief and children could be removed by court order
and placed with strangers for care.

So great is the concern of National Council members over this threat
to children of the poor that I have received many letters from members
who, despite their own need for a meaningful social security increase,
offer to forgo an increase if this will protect poor children from the
plight that awaits8them, if the House-passed social security bill
should-God forbid-become law.

Our members, who have raised families, know the importance of
family life to children and can understand the hurt inflicted on them
when they are arbitrarily deprived of family life.

Mr. Chairman and other distinguished committee members, the wel-
fare restrictions of, the House-passed social security bill deliberately
discriminate against cities like New York, Chicago, Detroit, Cleveland,
Newark, and other communities with large ghetto areas teeming with
the outcasts of our changing agricultural system. i

The bill does nothing to prevent the migration of agriculture's hu-
man rejects to city ghettos. This migration will contifiuo. Restrictive
welfare measures proposed in the House-passed bill are not likely to
change this historic movement from the farms to the cities.

I appeal to the committee and the Senate to show compassion for
these victims of a changing technology in agriculture, I plead with you
to lighten rather than add to the heavy burden the unfortunate poor
in city slums must bear.

LoT TMf LABOR DEPARTMENT TRAN

The National Council of Senior Citizens applauds the desire ex-
pressed in the House-passed bill to train the poor for gainful jobs but
we are aghast at the Draeonian methods sought to bing th about.
We also are puzzled at the lack of specific directions for the training.

If there is to be stepped-up job training for the poor, we urge that it
be,placed under the manpower training program of the U.S. Labor
Department which has experience and kiw-how in this field. Why set
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up a duplicate training project under some other Government agency?
Mr. Chairman, the House-passed social security bill contains other

omissions the National Council of Senior Citizens considers glaring.
I find no provision to guarantee social security recipients on relief

the amount of the benefit increase proposed in the bilL. The National
Council of Senior Citizens wants to make sure impoverished social se-
curity recipients get the increase.

GUARANTEE INCREASE TO THE ELDERLY

This has been recommended by the Subcommittee on Employment
of the Senate Special Committee on Aging and I wish to thank Sena-
tor Jennings Randolph of West Virginia, chairman, and the outstand-
ing members of the subcommittee for their concern for the elderly poor.

Only two of the 50 States grant their social security recipients on
relief the benefit of the meager 7-percent social security increase in
1965, and without mandatory legislation, there is no reason to think
recipients on relief will be better off under the pending legislation.

We of the National Council appeal to the Senate to forbid States
using this benefit for purposes wholly unrelated to social security as
many States now do. We also ask that pensioned war veterans be guar-
anteed social security benefit increases without loss or diminution of
their pension&

KEEP PACE WITH RISE OF LIVING STANDARDS

Likewise, the National Council notes the omission of any guarantee
in the House-passed bill of automatic social security increases reflect-
ing the rise in living standards or the phenomenal rise in the produc-
tivity of U.S. workers.

I remind the committee that the meager benefit increases of 7 per-
cent in 1958 and 7 percent in 1965 fell short of restoring 1954 pur-
chasing power for social security benefits. It is a sad commentary that
four-fifths of the 12 percent social security increase proposed in
the House-passed bill will be taken up to give recipients real income on
a level with what they had back in 1954.

Meantime, wages have risen at least 50 percent and industry's pro-
ductivity and profits have been nothing short of fabulous. .

We of the National Council welcome the proposal in the House-
passed bill to raise from $1,580 to $1,680 a year the amount a recipient
may earn without reduction of his benefit and from the present $2,700
to $2,880 the amount above $1,680 a recipient may retain in $1 pay-
ments for each $2 in outside earnings.

However, we regret the omission of any provision to help social
security recipients who want jobs suitable to their skills. The National
Council of Senior Citizens strongly urs establishment of a senior
service corps to provide jobs for semiors. We favor a senior service corps
bill by Sefiator Harrison Williams, of New Jersey, chairman of the

Pe Comitte on Aging.
The louse-passed bill contains a harshly restrictive definition of

disability, forbids for widows without dependent children benefits
below age 50, limits the primary benefit for widows at age 50 to half
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of the regular benefit with a gradual step-up in benefits determined
by the -g benefits begin.

The National Council of Senior Citizens urges the Senate to adoptthe President's proposal for payment of benefits to disabled widowsof insured workers if disability begins within 7 years of the hus-band's death or within 7 years after social security benefits due widows
as mothers end.

In addition, the National Council asks for a reduction from 20 to10 years the time a divorced woman must have been married to herformer husband to be considered eligible for a wife's or widow's social
security benefit.

Mr. Chairman and other distinguished committee members, theNational Colncil of Senior Citizens speaks for the elderly. Daily wereceive piteous appeals from men and women trapped in poverty anddriven to despair. For them the future holds only misery and neglect
unless they get meaningful help.

I am sure the distinguished committee members have received simi-lar pleas from the elderly but, nevertheless, I would like to cite typicalletters reaching the National Council. Here are examples:
NEw ORLmANs, LA.-With everything going up all the time, oursocial seurity buys less and less. We need a decent increase.
PIrsuRGxH, PA.-Please do a good turn for people on social security.

We need an increase. Please vote for a 20-percent increase like thePresident wants to give us.
A.L.QQuEQI N..-We have tried hard but we can't get by onthe kind of social security we're getting. We have paid into socialsecurity 25 years and more and ought to get a better deal than we're

gFOti. LAUDERDAL, Fi,&.-People on social security are having a realhard time. My wife and I skimp and go without, but everything costs
so much now.

N~n~viuA TwN.-Will you help get us a social security increase?When my husband was living, we managed, but now I get such cut-down social security that it's very hard going. Please help us.
PROVIDNCE, R.:--I am on social security and a lot of my friendsare too. We're having a rough time because our social security checksare so small. Prices go higher and higAer. Prices of some things aredouble what they were a short time back. We need a decent social

security increase.
Mr. Chairman and other distinguished committee members, in con-idrn tha desperate need of the elderly poorIopyuwilb

guidedby Senator Brooke, of Massachusetts, a previous witness.Senator Brooke cited social welfare benefits provided in the leading
European countries to show the inadequacy of the U.S. social welfare-system. I add my own.observation on this country's lag in care for the
aged, as compared with Britain, Germany, and the Scandinavian
countries.

I submit, Mr. Chairman and other distinguished committee mem-bers that our country, which greatly excels every other nation in
wwtr and pro. tivit we can provide decent comfort and security forour apd~l poor if we Wl

On bf Ofthe National Counil of Senior Oitizeaib, I wish th thankthe committee, fourth opportunity to be heard.
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STATnhwT nY Wrwax X. HuTrroN, Exotlx DIRTeroR, NATIONAL
COUNCIL OF SENIOR CITIZRNS

Mr. HurowN. Mr. Chairman and members of the committee, before
I highlight some of the economic problems of older people concerning
adequate health care, 1 want, to express the deep regrets of members of
the National Council of Senior Citizens that the llouse bill fails to
include the disabled as being eligible for medicare.

INCLUDE TM DISABLED

Frankly, we have received many letters on this from elderly opOdlO
in all parts of the country. Our aged realized tlitt those who are dis.
abled-like t~hmselves-are living on extremely low incomes. The dis-
abled? like the elderly, have a greater need for heqiath care and because
the disabled share with older people the insurance designafion that
they are a high-risk group, private health insurance costs much moe.
The letters we have received from our members oxpress consterntition
that Congress could establish such a bonoicial and much-needed pro-
gram as medicare for 20 million older people and choose to ignore over
a million disabled Americans in similar fihnanoial plight, who have the
same obvious needs for the provision of governmental health insur-
ance coverage.

We believe the establishment of a special advisory council to study
this problein has all the appearances of a tragic delaying hctio.

CLOs, THE 0APS IN THE PROGRAM

On the subject of the health care provisions under the medicare pro-
gram, the National Council of Senior Citizens urges the Senate Finance
Committee to close the obvious gaps in adequate health care for the
aged which have been revealed in the program's operation in more
than a year. Our recommendations are hsse on reports from our more
than 2,000 leaders of affiliated older people's clubs in all States concern-
ing the experiences of club members and of other elderly in their
communities, We have received thousmds of individual letters from
senior citizens who have benefited from the introduction of this land-
mark program We know that because of medicare hundreds of thou-
sands of elderly people will live out their remaining years in better
comfort because of the removal of painful cataracts or because of
the correction of other crippling conditions through hospital opera-
tions they couldn't previously adord.

But as deeply grateful as they are to the 89th Congress for the on-
acment of medicare, our senior citizens are frank to point out gaps
and inherent weaknesses in the program. Our older people are looking
to the 90th Congress to correct the Inequities in the law and its regula-
tions to make it better serve the national good.

SUMi OUT THE D E VMLM AND COINSUXANOD

We believe Congrm should strike out the provisions in the present
law calling for deduotibles and coinsurance. We are absolutely con-
vinced that there are many proud elderly people in this land who would
rather suffer in silence than admit they cannot produce the $40 for the
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first day of hospitalization, the initial $50 or subsequent. one-fifth of
all medical cost, and the $20 for diagnostic benefits. People with
plenty of money never seem to have mu h dti uiffulty getting into a hos-
pital and there is little or no evidence Iint the deductible or coinsur-
ance features serve as a severe brake on overutilization. Our feeling-
ts oxpre.sel by the many elderly people who have written to us-is
that. these d4iuctibles merely discriminate against, the elderly poor
who need the most help.

NO JIiWLP MOU Ttll) OiRONTOALLY ILL

We urge the Senate Finance Committee to concern itself immedi-
Ittely with some of the startling exclusions ill the medivaro law.
Among the major complaints of ite Nation's elderly, for example, is
the charge that. while medicare takes good care of tile aged suffering
from acute ilhmie and requiring hospitalizittion there is little help
available for millions of older Americans sutiering from chronic
diseases.

According to tie l.. U )epartment of I Health, 1ducation and Wel-
far four out. of five Amerieans 05 or over suller from chrome diseases,
heart and circulatory ailments, arthritis, diabetes, and the like, and this
costs the U.S. economy a whopping $58 billion a year. Prescription
drugs are a part, of this cost..

HI0H COST OF DRUGS

Medicare only pays for prescription drugs administered in a hos.
pital or other Iealth institution. But many old people continually
need what. is often r erred to as "maintenance drugs." But tile markup
in drug pricosi part ioultrlv in trade name brands Ni simply fantastic,
And theso prices are stoadIfy rising each year. UnIiortunately, the data
on prewcription drug prices represent. average charges to all pat ieints
irrespective of age an they tend to understate the tim, of flme price
problem faced by our older citizens.

This is because many of the chronic disorders suffered by elderly
people involve presriptions for new and potent compounds which are
covered by patents. Obviously, where a single company-or even two
or three-exercise exclusive rights in the marketing of a useful drug,
they are going to charge what the traflo will beiir, It takes only a
glance at the profits of tie major drug houses--far higher titan those
of most. companies in other industries-to show that this is exactly
what they have done.

But. even where essential dngs are free of patent control and price
competition actually exists, our older citizens oftea find these lower
priced items inaccessible to then. This is because physicians have been
so inundated with the advertising and promotional pressures of the
drug companies' "detail men" who visit their offices that the majority
simple, prescribe the brand names of the big drug companies.

And even if these older patients rather uP sufficient courage to ask
their doctors to prescribe under generic rather than brand names-be-
cause drugs purchased under generic names are infinitely les expen-
sive--they often find that their local pharmacist only stocks the brand
name and charges the high brand name price.

$8-031 O-067-pt. 2-48
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SENAT14 SMALL BUSINESS SUBOOMMTF= HUASING

The National Council of Senior Citizens-and other organizations
of elderly in this Nation-have been watching very closely the hearings
of the Monopoly Subcommittee of the Select Committee on Small
Business of the U.S. Senate which, under the chairmanship of the dis.
tinguished and courageous Senator Gaylord Nelson, of Wisconsin, has
been concerning itself with the impact of drug industry practices. We
believe these hearings have developed considerable evidence that under
the present prescribing practices of physicians, the industry has built
up a monopoly price structure in drugs sold in local pharmacies, and
a heavy burden is placed upon all citizens--especially those living on
retirement incomes.

In our own testimony before this committee we declared unequiv-
ocably that for far too many older Americans the constant choice must
be made between having enough to eat and doing without medicine--
or buying essential drugs and cutting costs on an adequate dieL When
we look at the high profit returns of the major drug companies and
then examine the costly advertising in medical journals and direct
promotional material sent to physicians, we are filled with indignation.
To tax our impecunious elderly citizens for these purposes is socially
wasteful and cruel.

Undoubtedly many of the new prescription drugs do work miracles
in prolonging life and promoting health, but unless they are covered
under the medicare program they will remain beyond the reach of
millions of older people who should have them.

INCLUDE DRUGS UNDER PART' B OF MEDICARE

And that is why, Mr. Chairman, we commend to the Senate Finance
Conmnittee the bill, S. 17, introduced by Mr. Montoya for himself and
many other Senators to amend the Social Security Act to provide ex-
penses for qualified drugs under the program of supplementary medi-
cal insurance benefits known as part B of medicare.

Allowances for drugs under this proposal will be based on a schedule
to be set by a national formulary committee for a low-cost generic
version of the drug of acceptable quality. The proposal in no way inter-
fores with the doctor's right to prescribe a drug by trade name if he
wishes, or with the patient's right to have an allowance toward the
cost of that drug.

It will be recalled that the Senate in 1966 recognized the need for
and merits of this type of legislation, but the proposalwas reluctantly
dropped in conference with the House. The Montoya bill, which calls
for a $25 deductible, is a somewhat more conservative approach than
the earlier Douglas amendment, but it makes a good start on meeting
the problem.

The National Council of Senior Citizens believes that the U.S. Sen-
ate was right in 1960 to seek to include the cost of drugs under medi-
care part B, and all the evidence we have gathered indicates that this
is a gaping hole in the medicare umbrella. We again urge the Senate
to support this program and to insist on its inclusion in the final con-
ference bilL
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Again we must point out that the task force on prescription drugs
set. up by the Secretary of IIEW appears to us to be no more than
another delaying tactic. There's enough evidence that the program is
desperately needed this year and we feel that Congress has enough
information and authority to act.

Our elderly people recognize that drug benefits could only be added
to the part B program by an accompanying increase in part B pre-
iniums shared equally between the Federal Government and the bene-
ficiary. The extra burden caused by this raise in premium would, of
course, be more than offset by the savings in drug costs which would
result to those elderly suffering from chronic conditions and needing
drug& The premium raise would be accompanied by a powerful and
muc~h needed increase in benefits.

WILL THEY RAISE PREMIUMS WITHOUT RAISING BENRFITS?

In contrast, the National Council of Senior Citizens wishes to express
its serious concern about the prospects that the voluntary insurance
premiums-now standing at $3 per month from beneficiary and Fed-
eral Government--may in the near future be increased by 50 cents or
$1 per month without, any corresponding adequate increase in pro-
gram benefits.
The committee is no doubt aware that, under present law, prior to

the new enrollment period beginning October 1 and ending inDecem -
ber, the trustees must decide on a premium which will maintain the
voluntary program in actuarial balance. The Department of Health,
Education, and Welfare says it has not been able to come up with
accurate costs yet on the first year's working of the program. The
Department says it cannot get these figures ready in time for these
hearings. But. we know that overall medical costs rose more than
twice as fast as all other coa-of-living items between 1956 and 1966,
and this pace has doubled or trebled in recent months.

Doctors' fees are going up all over the country. An 8-percent boost
is the average for all doctors' fees last year but the increases in fees
to older patients are not, measured individually. We know of some
which have doubled and even tripled after the introduction of medi-
care.

The National Council of Senior Citizens is convinced that doctors'
fees to older patients have risen considerably more than they needed
to have done to catch up with fees to other patients. Our older people
do not lie to us. When the Department of HEW finally gets the
figures in, we predict they will show extravagant escalations in fees
to medicare patients and Congress will regret it deeply if it fails to
effect reasonable controls on doctors' fees now.

The medical costs of the voluntary insurance program are reportedly
muoh" higher than the estimate made by the Government actuaries.
The Department will neither confirm nor deny that serious consider-
ations are being made concerning raisig voluntary insurance prem-
iums and it will be a serious matter if -these premium increases are
granted by the trustees without benefit increases.
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MMS TIM ZE LY PAY FOR OONOREM' FAILURN TO AOTI

Clearly it is not the fault of tho older people of this Nation that
Congress has so far refused to consider any amendments which would
place even reasonable controls on doctors' fees or hospital charges. If
voluntary insurance premiums are raised without increasing benefits
the results will be to make our penurious older people pay heavily for
Congress' failure to work out a formula of modest controls on esca-latig doctors' fees.

There are, of course, other gaps in the medicare program which
need to be filled. And it, should not be beyond the capabilities of this
Congress to take care of some of these gaps through additional benefits
in the part B medical insurance program.

Medicare will not adequately cover our older people until its pro.
visions include eye glasses and eye care, hearing aids, all surgical and
ortheopedic appliances and, in fact, all eye aid dental needs as pre-
sribed by physicians. We would like to point out to the Senate Finance
Committee that members of the National Council of Senior Citizens
have collected more than a million signatures on petitions urging that.Congress close thee serious medicare gam TIe National Council con-
vention resolution this year also urged in iousion of a planned program
of multiphasic screening for preventive care before illness sets in.

BLOOD DEDUCTlI 1 E8

There is an amendment in If.R. 12080 which would create some addi-
tional problems in blood replacements for health insurance patients.
In the present law the patient is responsible for replacement or pay-
ment f6r the first 3 pints of blood used. After ho third pint, health
insurance takes over. The amendment steps up the replacement at 2
pints for the first pint used (rather than 1 pint as under present law)
and this amendment increases the elderly patient's responsibility for
replacement to 4 pints instead of 3. If he could not replace on a 2-for-I
ratio, the pationt. does not have to pay for more than the first thie
used. The net effect is to give certain types of blood banks an additional
Pt, if replacement can be secured.

Since 60 years is the maximum age permitted for blood donors it is
difficult andoften impossible for the older person to get donor. They
usually end up 6ying for the 3 pints. To push up the replacement.
is an added bur en which seriously upsets many conscientious older
people who really try to secure donors.

We understand from the American National Red Cross that 6
million pints of blood are drawn each year in this country. Four and
one-half million pints of this are actually transfused. Some of the
difference o into fractions, some into research, but thero are still
nearly 1 million pints unaccounted for This is wasted blood, a very
precious resource that is lost ' because whole blood can only be Used for
21 days after it is drawn. The American National Red Cross says tie
real aswer to blood need is cooperation between the varieties of blood
banks so that there is a true national inventory, and so that blood sup-
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)lies can move freely throughout the country. The technology is on
hand to do this; only the insularity of certain types of bloodbanks
prevents full use of all blood donated within the 21 days.

ELIGIBILITY MOR MEDICARE

There are two other matters concerning eligibility of older people
for inedicare on which we urge consideration of the Senate Finance
Conmittee,

Under H.R. 12080 older persons who attain age 65 in 1068 will not
be eligible for medicare under th hospital insurance program unless
they have had three quarter., of social security coverage. You will recall
that. when the medicare program was introduced all older persons were
made eligible whether or not they had prior coverage. They were
"blanketed in" through contributions from the General Treasury.

But now, for the first. tine, we are going to reftm to give older people
hospital insurance protection because of the matter oa birth date and
lack of social security coverage which is now impossible for them to
obtain,

While the amendment. has cut. the eligibility requirement from six
quarters of coverage scheduled under the original law for eligibility
in 1068, we urge that the Senate continue to provide for blanketing in
of all persons reaching age 65 during the next two years. No one in
Government seems to be able to tell us exactly how many older people
will reach 65 in 1968 without three quarters of social security coverage.
When we visited the Social Security headquarters in Baltimore in
July we learned there might be a hundred thousand of such persons
not having six quarters of coverage who would be 65 next year. Ob-
viously this figure would be muoh lower for those without three quar-
ters of coverage It should not. add too great a burden to see that all
our 65-year-olds next year become eligible for Medicare t

The National Council of Senior Citizens also wishes to bring to your
attention that many of our social security beneficiaries have wives who
are youger than themselves. There is extreme hardship when the
family is-barely existing on the retired worker's reduced income and
the man can get, medical attention under Medicare and the wife cannot,
We urge the replaeement of the 65 year age requirement for benefits
by a provision qualifying all women at age 62-widch is when they
qualify for full social security.

EXTMNDIM-OARE FACIIrrY EMITS

We urge the inclusion in the 1967 Amendments to the Social Security
Act of the provisions of Senate Bill S. 1661, sponsored by Senator
Moss and others, designed to assure the quality of extended care facility
benefits and nursing home services rendered to patients under public
assistance programs. In this connection I would like to offer, for in-
clusion in the record, a study on extended care facility benefits preo-
pared by the National Council of Senior Citizens for submission to
the Conimittee on Ways and Means earlier this year.
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Aprawix A
ErumzD-0mw FxIm BENEm

A Study Prepared by the National Council of Senior
Citizens for Submission to the Committee on Ways and Means
as an Appendix "A" to the testimony of William R. Hutton,
Executive Director, March 21, 1967.

As early as a year ago some problems could be seen developing re-
lated to the quality of the extended care benefit in the Medicare pro-
gram. Most of these problems and the decisions which have aggravated
them flowed from a conception of extended care as a nursing home
benefit and thenotion that [he program was obliged to make nursing
home care available to all those who had done their stint in a hospital.

Once this idea was firmly entrenched in the thinking about this phase
of the program, mounting pressures were felt to compromise stan ards
in order t qualify some nursing homes everywhere for participation.
This process apparently culminated in a kind of panic during the last
three weeks before January 1,1967.

THE NATURE or TII EXTENDED OARX BENE T

Before commenting further on the problems that have developed it
may be useful to describe our understanding of the benefit,

The acute hospital is staffed and geared to cope with severe and life.
threatening situations. This produces an environment which is unnatu-
ral and a bit nerve wracking to those unaccustomed to it.. It. also is a
very expensive environment. Our national experience hfts been that
many patients stay in hospitals beyond the time that they need the full
resources of the hospital for their care.

Recognizing this problem, Congress authorized payments to be made
for care in an "extended care facility" thereby removing a potential
barrier to the care of a patient in a setting suited to his needs and
enabling the program to cut down on unnecessary use of scarce and
expensive hospital care. It seems perfectly clear from the provisions of
the law, however, tha(; the period in extended care is a part of, the
continuum Of a patient's hopitalization.

The difference between this description of the extended care benefit
and its simple characterization as a nursing home benefit to which
patients are entitled after three days in a hospital are subtle. But they
are real and important differences and they have been submerged and
obscured in all the talk about being ready to deliever "the nursing home
benefit" by January 1, 1967.'

T'm cONDrIOxS OF PAI'rnOIPAtOxN

The signs of compromise were sufficient as much as a year ago to
move the Senate Special Committee on Aging to-comment, its reportof M areh 16, 1969: 1 -- - -1 '' , I .. . I I • . "

"There is cause for apprehension that. the charity and quality of
the extended care benefit,... may be eroded."

Delopments in At n-19U6. S. Rept. 1078, 80th Conres Second sedon.
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The Committee went on to note "with concern the introduction into
the draft... of the conditions of participation for extended care
failities the highly elastic concept of substantial compliance"

The concept of substantial compliance was retained in the conditions
and was joined by what has become known as the "access claus"
Nursing homes not meeting substantial compliance may be certified
as ECF's if failure to do so would limit the access of beneficiaries to
extended care.

A footnote was added to the structural and fire safety standards urg-
ing the States to he realistic in applying them. And finally a new cate-
gory was established; that.of "Conditional approval."

Mr. Chairman, we would like to quote once more from the report of
the Senate Special Committee on A, ai:

"We cannot emphasize too strongly, need to maintain high stand-
ards_* * *. Substandard nd marginal facilities and programs cannot
be tolerated--even for a so-called interim period. Experience has shown
that, all too often, interims are extended, extended again, and eventu-
ally provisional acceptance becomes permanent."

THs omTFIOATION OF UOF'S

"Conditional approval" evidently was a product of the December
panio. Appearances suggest that something like a quota was estab-
lished for nursing homes to be approved by January 1. Under date of
December 16, 1086, the Bureau of Health Insurance addressed a letter
to all State agencies instructing them to reevaluate pending denial
cases for conditional approval. The States also were instructed to
solicit reapplication by nursing homes which had previously been
dsapproved.

In one State we learned that some homes which had been disapproved
by the survey teams had in the end been certified as ECF's. An official
of the State hospital association made inquiry of the health department
and was informed that this had indeed occurred and that the judgment
of the survey teams had been reversed on the instructions of the HEW
r ional office,
vow serious or widespread these situations may be, we do not know,

but we s'g st, Mr. Chairman, that your comnmttee may wish to in-
quire of the Department about them.

oHARAO Tcs oF TED z eOS

Mr.' Chairman, the National Counoil'has no way of wgemng the
quality level of the ECF's that have emerged from this process we have
been describing. One other item of information, however, adds to our

ANut the middle of January data became available on the ECF's
approved at that time. The total number then was 2,800. Our statement
includes at this point a table showing a distribution of these homes by
size.
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EXTENDED-CARE FACILITIES, BY NUMBER OF BEDS

Number of beds Number of Percent
fecaiWs

11 24 ..................................................................... 328 1.7
to74 ............................................................. ... 638
T . ..............................................................

710 t. . ....... I ........................................................tooto I .:...............................................................:20 o .............................................................. . so:
300 to,3.. ........................................... :.................. Is

Total .................... ............................................. 2.8 0 .

You will notice from this table that 85 per cent of these homes are
less than 50 beds. Almost 12 per cent,-828homes-are 24 beds or less.
There seems to be agreement among authorities in health care admin-
istration that these are not units of economical size for the demands
of modern, skilled car..

It is probable that in many of these cases the structural and safety
standards were very flexibly applied. Nowadays one does not build a
modern fireproof nursing home of only 24 b It isn't economically
sound. Nor is it economical to staff this number of beds. The profes-
sional nurse supervisor, the dietitian and the therapists to staff 4 beds
can also staff 60 beds; and, obviously, these elements of cost on a pa-
tient-day basis will be approximatly twice as high in the smaller home.

Thus in approximately one-third of the homes certified we can expect
that one of two situations will exist; the homes will not in fact meet the
standards reqoured, or the cost of care to the program will be high.
And the suspicion abides, Mr. Chairman, that a considerable propor-
tion of these-homes would be found to be typical custodial homes oper-
ating in converted buildings and licensed under a grandfather clause,
and minimally staffed.

DUAL STAWDARD OF OARM

Why do we make such a point of the certification of EF's? Isn't
it beterto have some nursing home for medicare patients to go to even
though it doesn't meet all our standards? We believe not, Mr. Chair-
man, for these reasons. The ECF is filling a role in the patient's hos-
pitalization. It would be all too easy for our institutional processes tob to work on the unspoken assumption that young patients com-
plete their hospital stay and go home while old patients go from hos-
pital to nursing home. Where hospitals are crowded and beds are in
demand utilization review committee members will be importuned by
their colleagues to move medicare patients out, After all, hasn't the
government approved these nursinghomes and hasn't the government
said medicare patients should be sent to them? f The younger patient
in an area where true extended &re is not available will stay in the
hospital where he has access to the physical medicine department,
where his special diet is supervised by.a qualified dietitian, where he
has other special services available; while the medicare pqient will be
sent to a nursing home that may have none of these services but has
been certified.



SOCIAL SECURITY AMENDMENTS OF 1907

To the extent that certified ECF's do not actually measure up to the
job of substituting for the hospital in the postacute phase of a pa-
tient's hospitalization, medicare patients will be exposed to a dual
standard and senior citizens may to that extent becme second-class
citizens in our medical care system.

REPORTS ON DEPOSIT REQUIREMENTS

Mr. Chairman, some reports reaching us on experiences of patients
being admitted to ECF's give us concern, and we believe they warrant
your committee's attention. These are reports-some of which have
Zeen published in local newspapers-declaring that large cash deposits

are being demanded by nursing home operators before admitting pa-
tients from hospitals for extended car-.

The deposits demanded range from $200 to $400. In one extreme
case we were told that while the patient was being transferred from the
hospital to an ECF by ambulance the ambulance made a stop at the
patient's home to pick up tihe cash deposit required.

Mr. Chairman we don't believe the program was intended to work
I his way. Most older people didn't have the money for a large cash de-
posit and this precipitates a financial crisis in the middle of their pe-
Hod of illness. The intent of Congress to relieve our senior citizens of
financial crisis in illness is simply thwarted by this practice. We urge
that either by amendment to title XVIII or by a formal finding as to
the intent of the present law, the Congress eliminate the practice of
demanding an advance deposit from m6dicare beneficiaries.

PROBLEMS WITH TRANSFER AGREEMENTS

We have heard of complaints from operators of some extended care
facilities about difficulties in obtaining information from hospitals.
Each ECF has a transfer agreement with at least one hospital which
includes provisions for transfer of information. But ECF's also are
receiving patients discharged from other hospitals with which they do
not have agreements. In these cases, the system seems to break down.
In some instances the ECF operator has been unable even to get infor-
mation on the patient's eligibility and has had to apply to the Social
Security office for a new determination. One approach to this problem
would be to require that patients be transferreonly to an ECF with
which the hospital has a transfer agreement in effect.

This would temporarily reduce the number of ECF beds available
to each hospital until additional agreements could be executed, but in
the long run would promote continuity of care and effective relation-
ships between hospitals and ECF's.

Senator RmIxonT. The committee will stand in recess until 2:30.

AFT"OON SESSION

Senator McCARnT y. The committee will be in order. The next wit-
ness scheduled is Mr. Martin Morganstern,__ the national coordinator,
National Federation of Social Service Employees, and who will also
testify on behalf of Social Service Employees Union. Mr. Morgan-
stern we appreciate these two groups you represent appearing to pre-
sent their testimony in one voice -
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STATEMENT OF XARTIN MORGANSTERN, NATIONAL COORDIRA-
TOR, NATIONAL FEDERATION OF SOCIAL SERVICE EMPLOYEES
AND SOCIAL SERVICE EMPLOYEES UNION

Mr. MooANsrmw. Thank you.
Senator McCARTHY. Procbed with your statement.
Mr. MOROANnTww. We appreciate this opportunity to testify be-

fore the committee. We believe it is one of the first times that a rank-
and-file organization of these workers have so testified. We think we
have a unique opportunity to testify on this legislation, because work-
ing on the job we are in a position to see which programs function and
which don'% which serve to bring people to productivity and which
serve literally to increase the production and distribution of paper in
the welfare bureaucracies.

I have a somewhat lengthy report, and I don't think that I need
read the whole thing. I would like to emphasize certain aspects.

H.R. 12080 calls for a community-built working and training pro-
gm.m. We ae in favor of a community work and training program. I
believe every group that will testify in one form or another is in favor
of putting people to work and giving them training. Certainly our ex-
perience with the fine organizations, with the administration of the
agencies, and with local political figures, indicates they will support
these programs.

However, the program as offered in this bill will not aid in develop-
ing a meaningful or work training program. On the contrary, it
simply won't work, and it will simply waste taxpayers' funds.

The reason that we feel this way is because of the mandatory nature
of the program. We have seen other programs which were set up in
order to gve people training. They are difficult to establish and diffi-
cult to make fufiction. We have seen programs established where
people were given training to no end. There was no job for them when
they finished their training. We have also gone through in this country,
a period of work relief where people had to work off their welfare
checks and that abysmally failed. 0 _

In order to establish a meaningful program, we ought to have
me&ningfl incentives, not coercion. The programs being here estab-
lished require that the States establish them on a statewide level for
all possible recipients, in order t get reimbursed. This means the
States are going to be burdened with the people who do not desire to be
in the classrooms.

They are going to be burdened with establishing programs which
they cannot control. They can't control the intake. They can't control
how many people can be accepted. They can't control the programs to
see that everyone is placed who gets out of them.

I was a caseworkier in the New York .City Department of Welfare
when the service programs were being implemented. In order to get
reimbursement we had several meetings to discuss services. What we
discussed was filling out forms and putting the proper numbers in the
proper boxes and fining out the case records properly. n short, we dis-
cusied recording of services, in order that reimbursement may be
earned. We did discuss the giving of services.

Tis program, the States in their desire to get reimbursement, Will be
establishinj the same things, programs that look good on paper, pro-
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grams that say everybody is in training, and everybody is working, but
in fact merely a facade in order to get reimbursement for programs.

We are not goingto be able to force people to work. We are going to
have to motivate them. It would seem that many of the provions of
this law would only provide us with the ability to punish welfare re-
cipients, perhaps mothers of small children and others who do not show
good cause, which is not defined in a way to the local welfare bureauc-

Again we want the worker in training programs, but they have to be
programs which have proper incentives. The incentives offered by the
committee are less than already existing incentives under the 0EO Act
which provides a $85 monthly minimum and 50 percent of the rest of
the money can be kept by the client.

That means we have people who are presently receiving work incen-
tives, training programs that will actually get cut, actually get less
money as a result of the work incentives in this bill and in any case
these incentives are too low. The $30 a month simply is not an incentive
to get people to work.

We trace the history of the poor laws. It shows that this approach has
failed in the past, but we won't go into that here.

There is one final remark I would like to make on this. On page 105,
I believe it is, of the committee report that calls for minimum wage
laws in this provision. Down at the bottom of the page they say, how-
ever, that:

The Committee is aware of Federal and State Minimum Wage Laws and with
an expanded program as envisioned by this bill, is concerned that these Minimum
Wage provisions not handicap the establishment of constructive programs in the
states. The original provision in the Community Work and Training is now ex-
panded to give equivalency to the situation under the Wage and Hour Laws and
Is based on a view that the AFDO participant under the OWT Program, including
arrangement for training with private employers is not an employment relation-
ship or otherwise subject, because of this activity, to the wage and hour laws.

Does that mean we are going to create a mandatory work and train-
ing act, and tell people they have to participate in it and not pay them
Federal minimum wage laws? This is absolutely an intolerable situa-
tion, and one which no professional agency could indulge in, and it
will really destroy any program that we try and build.

The AFDC youth program now calls for participation only on
behalf of people who have shown a substantial relationship to the
working force This might be the proper program for AFDC youth,
but the Federal Government is not establishing any programs for
the people who are disconnected -with the working forc The large
majority of the people in our ghettos are disconnected. They have not
worked in a year and a -half in the last 3 years. They have not been
eligible for unemployment insurance.

A 19-year-old Negro who is a high school dropout has not worked
the last year and a half. You put in the new ch in AF C youth,
you cut him off the welfare program and you b up the home. You
increase illegitimacy and increase desertion, you don't cut down on it.

We know that the committee would give no money'for social work
manpower. It" is a waste of money andthey are better off keeping it
if they are going to put Mi al tese provisions, because the social
worker will be a policeman. He' would be working in a punitive situa-
tion, and he will not come to work in public assistance agencies under
these provisions.
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Even more significant, the manpower problem among non-
professional caseworkers will be aggravating this problem as a
result of a high turnover of staff. We know that turnover results from
job dissatisfaction. Putting in these provisions is going to increase
job dissatisfaction and increase turnover.

The Federal Government would now, under this bill, have Federal
sharing of reasonable expenses in the law enforcement agencies with
respect to welfare recipients in their usual administrative expense of
the program. They will also set up separate organizational units in
every agency for chasing deserting fathers. We are going to create a
new bureaucracy to chase down deserting fathers.

The police if they are going to get Federal funds, they are going
to have to follow Federal procedures. They are going to have to fill
out forms. They are going to have to account for what they are doing
with their time and with the policemen who are assigned to this.

The agencies a re going to have to have father-finders, or call
them what you will, who go around to track down deserters, check up
on the work of the caseworkers who are already doing their work.
They are going to have duplication. You are going to have more forms
to fill out.

You are going to have a host of people coming around asking the
client questions, his neighbors, his children. Eventually you may find
a father or two. We ask ourselves how many of the men will be affluent
enough to provide any sizable support payments, and how many will
themselvesbe on public assistance or in marginal jobs or unemployed,
and will a man earnig $60 a week if he has to pay $20 suplort, or
will he run again?,f we put him in jail, we have to run the jai , and
we can't keep them there forever.
I In any case, the jails are not going to prevent a woman who wants

a man or a child from achieving her ains Again this procedure, like
the other procedures, simply won't work. We will spend a lot of money
in a fruitless chase, on something that we are already doing. We will
increase it toward no end. o T a c nf

You don't have to take our word for this. There are facts and figures
on this. Let me quote from the deputy .commissioner of New York
City, the department of welfare in 1964:

Court and welfare officials are concerned over the rising costs In finding and
investigating the resources of the legally-responsible relatives. They find that
savings come to States now, not from the relative's contributions... but by
discouraging eligible applicants from applying altogether. The amount of court
order payments realized . . . cannot in and of itself justify the investigative and
Judicial machinery needed to implement the law. (The Welfarer-publicaton
of the New York City Department of Welfare, April, 1904.)

In other words, this law is effective only in that it subverts the intent
of the law. It keeps eligible people off the rolls. And it doesn't work
at that either.

The illegitimacy and child welfare aspects of the bill suppos dly are
there because of concern for children. Without going ino It because I
am sure others will, I would say that the emphasis on vendor payments
and protective payments and removing the child from the home aoin
seems to indicate a desire to punish the welfare recipient, threaten-
ing him with taking away his children because of illegitimacy rather
than getting at the real problems which they face, and we are going
to increase here the discretionary judgment of the caseworker or super-
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visor and local administrators at tme when we should be moving in
the opposite direction to objectify the law, to make everybody who i
eligible eligible without sub jlting him to personal decisions and with-
out subjecting him to workOs making godlike decisions.

The freeze is totally inexplicable. The other provisions at least at-
tempt to get at a problem.. We don't share the thinking that goes into
this attempt, but we see it as an attempt to achieve independency. The
freeze forgets about the independency and says we are gong to cut
off at a certain level, dependency or no dependency. The States, as Mr.
Mills himself points out in the House ini the Congressional Record,
will have to give the assistance in any case under the equal protection
laws.

Therefore, we are just going to force extra expenses on the State.
The State can take the money out of the education or some other
aspect of the budget but we are going to have to provide the funds,
unless they use thins law as we feel they are going to use it, and that is
as a punitive law, to force people who are otherwise absolutely eligible
off the rolls.

The committee repeatedly points out that they are dissatisfied with
the 1962 amendments. We agree these amendments were oversold. We
agree that social workers' intent in using the system pretended they
could work miracles with the service amendments, and they can't. We
will see this is.

The committee is unfair when they say they have observed these
laws for 5 years and they haven't worked. The fact is the key years for
services cutting down on the caseloads have not worked in any major
jurisdiction and the law itself gave the community 5 years to imple-
ment it, so Aad they followed the law, they would first be implement-
ing it this July, so they haven't.

We have had three strikes in New York City and wehaven't full im-
plemented it there, and that was a major issue in viewing it. We are
not going to offer later recommendations, except to say that the Public
Advisory Committee that was set up under act of Congress spent 2'
years interviewing people,' holding hearings, studying the problems.
They had many excellent recommendations, most of which were ig-
nored or twisted around in this 12080.

We would urge that the minimum standards for public assistance
payments below which no State may fall, be implemented. That a
nationwide comprehensive program of public assistance based on
a single criteria, be implemented' that the States be required to include
all types of persons eligible under Federal laws in tLeir State plans
for public assistance, and that responsible relatives should be limited to
sponsors and parents of minor children.

We also like the fact that the law would increase day care benefits
and the emergency assistance benefits, but we point out just one thing
in conclusion. None of these recommendations are going to solve the
problem we face.

Public assistance can play a small part in solving some of our prob-
lems, a real part, but basically we are faced with a situation today
where as a result of racism, of ghettoization, of forced migration, and
a lack of will to deal with these problems, our communities are in a
very difficult situation. We have to provide jobs and decent jobs to
everybody. For those who cannot work we have to provide a good
decent income by right.
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We have to provide good schools. We have to clear the slums. We
have to have hoopkah and other services available to everybody in a
community, and only then ar we going to end the problems that we
fae, and stop Illegit-iaoy and increasing welfare rolls, and tits is a
problem for the oommitte- the Congress and the American eple
today, and this Is a problem that they had better address, and H.R.
12080 does not, in any sense of the word, address these problems. Thank

Senator MCOA*rJYI' Thank you, Mr. Morganstorn. Are you gen-
erally satisfied that th6 administration's bill would havs been helpful I

Mr. MoRqANslrUn. Yes; I am not as familiar with 6710 as I ani with
12080 but the reports I have gotten on it and I have discussed it with
Mr. Sonnin er of Family Services, it .sems to me it would have been
go. eraffly he pfu.,

Senator M'o0AanT. It wouldn't have done as much as you would
like to fee done, but it at least would be moving within the proper
Limits and in the right direction.

Mr. MOPOANSTRN. That is correct.
Senator MoOAumn'. Thank you very much. We appreciate your

testimony.
(The prepared statement of Mr. Morganstern follows:)

STATIUMINT OF MAWTIff MOUGANaTaRH, NATIONAL, COORDINATOIt, NATIONAL

FMMATION Or HOOJL SiMvxcx EMIeOT52

INTNODUOTON

The following statement Is submitted for your consideration by the National
Federation of Social Service Employees, an organization representing public
assistance. anti-poverty and edld welfare workers throughout the united
States. With this testmony we add the voice of the worker to the debate over
Hi1 12080--a voice that lays claim to a special and unique expertise In the
matters under consideration. Confronted each working day with the problems of
applying and Implementing the programs and procedures glyen us by the
theoreticians, legislators, and administrators, confronted each working day with
the excruciating problos of welfare recipients and applicants, we-the work-
era-possess a special knowledge--knowledge that must be taken Into account
In the formulation and administration of a social service 1olicy that will work,

The welfare worker can see what works and what doesn't. He knows which
programs and policies satisfy the client's aspirations to end his dependent con.
dItion and which satiy only the administrator's desire to Justify his administra-
tion. We see clearly which procedures and practices serve to bring recipients to
productivity and which serve only to Increase the production and distribution
of paper by the nation's welfare bureaucracies.

hR 1280, In the words of the Wall Hiroo$ Journal, "attempts to do nothing less
than completely revamp the nation's largest public welfare programs, the Fed-
eral State Aid to FaiIlies with Dependeut Children now Iprovl~iig." Tho 11111
was reported out by the House Ways and Meansa Qmmiltee whose chairman (and
the Bill's sponsor), Wilbur D. Mills, was quoted by the Note York Vines an say-
ing. "We are rough In this bill-we intended to be-.-but we did not Intend to be
nhuman."

With all duo respect to the Honorable Chalrnman, the Bill appears to contain
far more roughnes than humanity. Indeed, some liortlona of the 11111 must be
labeled as Inhuman and at the same time, self-defeating. They will, In our
opinion, cripple the AFDO program, Increase human suffering, add greatly to
the problems of an already abused segment of our population, and ultimately
work against the best Interest of our entire society. They will fail In their Intent
to decrease need and dependency. Ind ed, they will probably Increase both the
administrative costs of the Public Assistance program and Its Ineffectiveness,
without significantly preventing a growth in the numbers Of people coming on
welfare We would like to now deal with those aspects of HR 12080 that we find
obJectionable, inoperable, or both.
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MANDATORY OOMMUNITY WOnA AND T NINO ?PUOOAM
Hit 12080 requires that every state establish community work and trainingprograms for APDO parents and that "avery adult member and child over 10 not

attending school for who it was dotermbiod that work and training is appron taewould be required to participate or face the loss of assistance." (Summary ofProvisionS 1. 11.) HR 12080 (p, 182) provides that If anyone" aregie without
good cause to participate In a work and training program" that that personwould be Ineligible for public assistance, Chairman Mills asks, "Is that not theway we lead people from a condition that I am sure they do not want to be in-of ueed-into a position of independence and self-support?" (H 10008 Congres-
sional Record 8/17/07.) The answer I am afraid Is a most resounding "NO."Oertaining we are in favor of work and training for any recipients fin any cate-gory where the Individual is capable of beneilting thereby. We recognize, as doesChairman Mills that the beat way to help the welfare recipient Is to end his do-pendency. We agree with Mr. Mills when he says that the people involved then-selves do not want to remain in a condition of need. The question is how dowe alleviate need and end dependency? It is our feeling that the mandatory pro,gram Outlined in this law will do much more harm and U1tte, It any, good.

There are several factors that convince us that this Is the case. The stats arerequired to establish Community Work and Tralning program In order toobtain federal reimbursemnt I We have found that nothing so motivates state
omelals as the desire to obtain reimbursement. In order to demonstrate howmuch motives can operate to the defeat of the intent of the law, let me digresa moment and discuss implementation of the 19062 public welfare amendments.In 19W0 1 was a case worker in the New York City Department of Welfare. Atthat time HE1W Insated on hnplementation of the services requirements If full
reimbursement was to be continued, In my welfare center I attended three meet-ings, which involved taking one-half of a work day for all workers, and catedIn order to discuss "the giving of service&" In each of those meetings we dis-cumed the completion of certain forms that H ' EW required for reimbursement
We were carefully briefed on the proper care and maintenance of these formsand repeatedly admonished concerning their importance. Those forms "reported"
the time and nomenclature of services being given to our cents, Not one wordwas ever saId cocerning the quality or nature of such services, or about whyand when they should be offered. Nothing was said about the importance ofactually giving services; the only thing of importance, the only thing discussed,
was the record keeping which guaranteed reimbursement.

If we insist that the states create Community Work Training programs forall clients or face loss of relmbursm ent tie results Will be worse than theywere with the services amendments There Is a great deal of planning, Intelli-gence, time, and efficiency necessary to build such a program. The states thathave bee ,n working on them for years have encountered less then universal suc-ces (As an example, see the attached report: "Ohos in the Human ResouresAdtinlustratlon.") Everyone In the poverty program has seen training programs
that don t train and work programs that don trwork. Many program have trained
people for Jobs that didn't exist, or for which the trainees could be never be hiredfor reasons other than their own shortcomings. No trainint program is worth the
money Invested In it unless It guarantees a mnal a Job at his successful conclusionof the course and unless the tralneo really deolreo such a Job. Work prospects as
those which many states and counties have instituted where rellefers are usedto cut grass, shovel snow, or work for below union scale in dead-end Jobs will
entliceo and motivate no one. They will increase the recipient's conviction that thecards are stacked against him and that his only salvation lies in beating thesystekn. Work and training programs that are little more than a rciurh to 'workrelief" are doomed to waste the taxpayer's money and the welfare worker's time,

There are other drawbacks to this program. The Ways and Means Committee
acknowledges that "A key element I t any program for work and training fornslsitance recipients Is an Incentive for people to take employment" (Report ofWays and Means Cominittee in HR 12080 p.100). Yet the Crtimittee relies pri-warily upon coercive techniques rather than incentives. One of the problems withour current Public Welfare program Is that it has Inherited the coerciveness ofthe English poor lAws. 7he examples from which we should learn are mny. In1849 the Statute of Laborers In England demanded that anyone under 00 whowas Unemployed, must take hny Job available. That didn't work and in 1531 we
got new leislation from Henry Vill who said, "Many and sundry good laws,
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strict statutes and ordinances have been enacted yet ,otwt Attandttg the number
of poorh sot #9 any part dimtishe4 but increased in numbers." His highness
then decreed another "g oot ttute" prescribing whipping, loss of an ear and
finally death for unemployed beggars But that didn't work so 16 year. later in
1547 Edward VI tried branding and permanent slavery. This failed. Every 80 or
40 years thereafter English monarch tried new variations on the punitive theme
and poverty continued. Th Conmittee's "new approach" Is really old hat.

When the Ways and Means Bill does try Incentives it does so half-heartedly
and thus tpeffectually. The first Incentive they recommend Is to be provided by
the caseworker who will help the client prepare for training by using the
social serves already authorized under the 1962 legislation (report of the Ways
and Means Ommitteep. 48) to upgrade the'client and prepare him or her to
benefit from training. Here Is the height of Irony, for these proposals destroy
any hope we may have held for ever properly implementing the services promised
in the 1962 amendments. By giving th6 caseworker and his superiors the absolute
Power to dictate to a client how she must spend her income, by giving him the
right to order her to work, to restrict her activities, and even to take away her
children' we haye destroyed any chance of creating the environment of trust
and understanding that Is needed It services are'to be accepted by the client.

As for the cash Incentives that would reward those who take Jobs, they would
be excellent If the dollar amouPts were not set so low. The Ways and Means
Committee correctly points out that the precedent for disregarding some earning
of welfare recipients was set In Title VII of the Economic Opportunities Act and
Section 100 of the Elementary and Secondary ehool Act of 196 and points out
that this approach while good, Is merely piecemeal and discriminatory. The
Committee wisely sets out to correct this by setting one standard that would apply
to all income, but it sets the amount of earnings that a client might keep at well
below those set In the earlier legislation. Thepew levels will mean an actual
decrease in incentive Income for those already covered by existing legislation
and In any case is much too low'to be a meaningful Incentive.

It Is our carefully considered oplilon, therefore, an, opinion that results from
long and constant contact with welfare agencies, that given a climate and circum.
stance whore they must, In a relatively short time, establish mandatory community
work and training programs the state and local authorities will fall miserably.
In making this judgement we take into consideration the fact that these pro-
grams must accomodate excessive numbers of persons, many of whom are there
involuntarily and resent it, that these programs then have at once a captive
audience but a hostile one. We must remember that these programs will not be
able to limit or adjust their scope to placements available nor have the benefit of
highly-motivated trainees (in fact these trainees may not even be covered by
existing laws that protect other workers). These programs will be under a
double pressure, first to meet HEW standards as to both Inclusiveness without
violating "good cause" regulations and second to show Immediate effectiveness.
The second will exist as public welfare ofcials will remember the Ways and Means
Committee's hasty Judgment on the 1962 amendments and be anxious not to lose
another program. hr both our experience as workers and poor law history
indicate the futility of a punitive "get tough" approach to the poverty problem.

Yet we want to see extensive OWT programs and we believe that the states
can create such programs and that they will work. They will work If the states
work hard to build programs that provide good jobs and good training so that
the recipient will have a better life to look forward to off of welfare. It will work
if the cash Incentives are set at a more realistic level perhaps at $85.00 or
$100.00 monthly plus one half of the rest. And finally It will work if caseworkers
are not overburdened with large caseloads, punitive tasks and extensive paper-
work responsibilities and can Instead spend their time preparing and motivating
clients for work and training projects. Two final points on this topic.

First, if we are panicked Into creating OWT projects that are an anathema to
welfare recipients they will spend most of their tige scheming to avoid work and
training. And they will raise a new generation of individuals to whom work and
training are evils to be avoided at all costs.

Second, we are alarmed at the possible avoidance of the minimum wage laws
under the work and training program. We confess to confusion over the Intent
of the Committee at this point. In the Bill itself (Section 204 (a)) It Is abun-
dantly clear that: "the rates of pay will not be less than the applicable minimum
rate (if any) under Federal or State Law for the same type of work and not less
than the prevailing rate for similar work in the community..." However, In
the Report (p. 106) Itstates:
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"Te original provision," (as above) ... "is based on the view that the
AFDO participant under the OWT program, including arrangements for train-
Ing with private employers, to not tn an employment reldtOnhip, or otherwise
*ubjeot, beoswe of this activiy, to the wage " hours laws (or She internal
revenue, soral weourlty, or workmen's compensation 0 laws). For this reason, the
Committee urges that the Secretary of Labor find it possible to classify the
beneficiaries of this program as not being Included under the Federal minimum
wage law."

If this last paragraph means what It says, It appears that the calumny to com-
plets. It to quite obvious that someone who is not protected by the mnilmum
wse, social security and workmen's compenation laws will not be given the
opportunity to participate in the Internal revenue stem. This is, of ooursee
together with the penalty provisions of the Amendments, a fundamental thrust
at depressing the labor fore We urge carefl and detailed inquiry into the In-
tent of the Committee and the strictest conformity to the mandates of the
original Act.

Loosely subsumed under the work and training provisions is the proposal that
continues subsidization of families with dependent children where the father
resides in the home but is unemployed. The Bill makes eligibility for awslstance
contingent on a "substantial connection with the work foree." (Report: p. 17)
Specifically It requires 6 quarters of work in the past 18 quarters or enough work
to have been eligible for, but exhausted, unemployment Insurance within the past
year. It is unfortunate indeed that the members of the House Ways and Means
Committee have Ignored the fact that has been documented by so many scholars
and that we, as caseworkers, contend with every day-that the poor are simply
not participants in our economy: Threuh discrimination and automation they,
have for so long been deprived of the opportunity to take Part that they hav
evolved a style of life which enables them to'survive in one way or another out-
side the labor force. Think, if you will, of- the chenoes o a 19 year old Negro
father to have had a "substantial connection." Change the APDO-U program
as HU 12080 does and you drive this man from his home. If there is ome great
truth that distinguishes the poverty of today from that of yesterday, It is that
today's poor are the disconnected.

Before leaving this area we would lIke to point out what appears to us to be an
Inconsistancy in Chairman Mills' description of the intent of Congress in this
legislation. On page H10668 of Congressional Record of 8/IT he says

"We are not penallsing any child. We are not going to take a child off the rolls
in any State nor fail to participate with Federal tunds In the care of that child,
regardless of what his parent does."

While on page B1O6TO when talking about the proposed new AFDO-U program
regulations he say:

"The objective of the proviusons in the bill I to te the program more closely
to the work and training program, to which I referred earlier, and to protect
only the children of unemployed fathers who have had a significant attachment
to the work force."

"O0IUL WO" MAIIOW3S

It Is the greatest Irony of all that the 1967 Amendments contain a provision
for the Federal subsidy of Social Work education for the explicit purpose of
ameliorating the manpower shortage in public welfare, The Committee states:

"The successful operation of public welfare as well as many other programs
Is depndent upon sufficient numbers of trained social work personnel." (Report:

In order to accomplish this the Committee is allocating funds for Social Work
education. However, via the 1067 Amendments as proposed, the Committee has
introduced a series of programs which involve procedures and mandates which
force the public welfare worker to violate the basic and deeply held principles
and values of social work. Thus, competent and dedicated workers trained in
social work will avoid employment In public welfare. The net bect of the pro-
prsals then will be to redime the number of trained workers in the public welfare
agencies.

In addition we know that the most significant factor in the manpower shortage
among non-professional casework staff Is the high turnover rate. We know fur-
ther that the single mot Important factor In that turnover Is that caseworkers
are dissatisfied with the content of their job. The 1967 Amendments will only

88-281 0--47-pt 2-24
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add to our frustrations and make our job worse. For most the only answer will
be to seek other employment.

DESERTION

The law attempts to deal with "a major cause of dependency," parental deser-
tion, In two ways. First, by allowing for "Federal sharing In the reasonable ex-
penses of the law enuorcement agencies with respect to welfare recipients as a
usual admintetratite expene of the welfare program." (Social Securty Amend.
ment. of 1907 Report of the Oommittee on Ways and Means on H.R. 18080, p.
102.) Thus, the Ways and Means Committee expects to reduce dependency by
bringing deserting fathers to accountibillty.

The Bill calls for "cooperative arrangements with appropriate courts and law
enforcement officIals-Including financial arrangements with such courts and
offlctals." (Bill H.R. 12080, p. 110.) The law thus provides that Welfare Depart.
ments will reimburse expenses of courts and enforcement "personnel directly
Involved In-the location of deserting parents" (H.R. 12080, p. 110) and this
will be part of the nation's total welfare expenditures. Political demagogues can
then boast or complain, depending on circumstances, that we are spending more
than ever on the poor. And we will be-on hunting them down. But toward what
end?

If the police are to get welfare funds they will doubtless have to account for
them by establishing special procedures for separating expenses "with respect
to welfare recipients" from normal expenses. Assumedly, a special officer will
be assigned to checking on welfare deserters In each neighborhood or town. He
will report on his job. He will have a quota of welfare recipients he visited, in-
terviewed, and questioned concerning the whereabouts of a mate or father.

The second aspect of the approach to the desertion problem calls for estab-
liabment-of a single unit of organization In the "State Agency and each politi-
c*l subdlvlislon, responsible for these functions (establishing paternity, locat-
Ing and persecuting deserters)." (Ways and Means Committee Report, p. 102-
108.) 'Normally, the Committee expects that there would be special staff
workingg In this area full time." (Ways and Means Committee Report, p. 108.)

Is it unreasonable to assume then, that In every welfare agency we will have
"desertion consultants" or perhaps, "father finders" whose Job it will be, to
be certain that each caseworker gives his all to chasing the deserters and that
the proper form or forms be completed In proper quantities. One for the case
record, one for the police, one for the father-finder, one for the central control
unit, etc. Probably, the father finders will also be responsible for taking a
crack at the tougher cases personally, Interviewing the client, her children,
neighbors and relatives. If he fails, there's always those "law enforcement per-
sonnel," the policemen, who can repeat the same process

Eventually, some of those who know where the father may be found will
probably be broken down and a few fathers found thereby. We must ask our-
selves how many of these men will be affluent enough to provide any sizable
support payments and how many will themselves be on Public Assistance or
in marginal Jobs, or among our many unemployed?

And will a man earning $00.00 a week keep working and stay put If be must
pay $20.00 or $80.00 weekly for child support, or will he run again? There are
always the Jails of course, but jails are expensive to run. And can we keep him
there forever? Will police or Jails keep a father in the home If desperation has
driven him to abandon his family? And won't a woman who needs a man (or
wants a child) accomplish her ends, no matter how many men we jail? Will
these procedures then serve a constructive purpose or will policemen and wel-
fare workers both be spending much, If not most of their time completing
forms that Justify their existence and their right to Federal funds, but which
fail to accomplish substantive goals? Will they really be serving the taxpayer
better than If they were fighting organized crime and poverty respectively,
rather than in engaging in a basically fruitless search for deserters or n ex-
cessive form filing? Will these procedures really cut down on the taxpayers'
bill and societies' problems, or will It Increase them by adding to the bureaus-
racy and Inefficiency of governmental operations? These are questions that we
who work daily on Implementing current welfare policies have asked our-
selves. Our honest answers In every case argue against this legislation.

We do not, however, ask you to rely solely on our speculation to arrive at a
prediction of the consequences and efficacy of this proposal. Under existing
laws we have had first hand experience. In the first place, we have been forced
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to harrass and huniliate clients, spend countless hours that might have been
utilized in the provision of services in the long and most often fruitless search
for the putative father, and in the most often fruitless attempts at litigation.
We used to have to make "midnight ralds"--strpping the last shred of dignity
from our clients. (Fortunately, a California court decision recently upheld one
of our to-workers who refused when ordered to engage In this degrading prae-
lee, and HEOW no longer countenances such activities.)

And If an appeal to the sensitivity of the Committee on Ways and Means is
not sufficient, perhaps, as tough-minded custodian of the public puree it will
be Interested In a cost analysis. We have had experience there too. As reported
b the Deputy Commissioner of the New York City Department of Welfare In

"Court and welfare officials are concerned over the rising costs in finding and
Investigating the resources of the legally-responsible relatives. They find that
savings come to the States now, not from the relative's contributions. . . but
by discouragig eligble applioaata from applyiAg altogether. The amOunt of
court order payments realized ... cannot in and of Itself justify the ivest-
gative and judicial machinery needed to Implement the law." (Tho Welfarer-
publication of the New York City Department of Welfare, April, 19064.)

It would appear then that this is an effective device to reduce welfare rolls
onI/ in 8o far as ic keeps off of welfare those who are eligiblet Therefore, we
are spending large sums which we are now going to Increase considerably on a
procedure which Is unjustifiable financially unless It accomplishes an under-
mining of the intent of law. (Fortunately, the procedure by and large falls to
accomplish even this In most jursdictions.)

The laws of the various state. already provide that deserting fathers sup-
port their children. New special procedures for chasing down welfare fathers,
adding to those already operative, will accomplish nothing constructive. They
will cost more money. They will cause more alienation and mistrust between
welfare workers and their client. They will waste valuable time. They may
look good to some on the books but they simply won't work I

ILLEGITIMAOY AND 0HIL= WELFARE

It Is a basic premise underlying the proposed 1967 Amendments that Illegiti-
mate births and paternal desertion are prime and basic causes of dependency.
That these are contributing factors on one level of causation Is undoubtedly
true. However, to us, the more salient fact is that dependency Is a prime and
basic amuse of both Illegitimacy and desertion. Largely because of this, we have
had, in addition to a sense of revulsion, great difficulty in understanding the
relevance of most of the provisions of the Bill to these social problems.
There appear to be several specific proposals and one general requirement that
at one and the same time deal with family and child welfare services and
with Illegitimacy and desertion. Other than the provision for family planning
services which may, If Implemnented in sufficient measure have a significant
Impact on the reduction of legitimate births as well as Illegitimacy, It would
appear that, In the eyes of the Committee. the relationship of the "child wel-
fare" proposals to the reduction of the AFDO roles lies In the submerged
Intention to use these services punitively. Thus the Committee establishes the
presence of illegitimate children as a criterion of an unsuitable home and
encourages their removal from the home by making Federal funds available
for foster and Institutional care. In other words, the caseworker can now
tell the mother or mother-to-be, who is on or applies for assistance, "If you
have an Illegitimate child, I can take not only your newborn child away from
you but also your other children whether they were born In or out of wed-
lock." If this is viewed within the perspective of the "Freeze" (about which
we comment below) this kind of statement becomes not at all far fetched.

Let us examine some other aspects of the Bill In this light. Perhaps related
in the eyes of the Committee to the quest for legitimacy and perhaps to a
concern for the welfare of children is the emphasis on "protective payments"
made to a third party "in behalf of the recipient." Designed principally to
prevent the "misuse of assistance money" it adds but another weapon to the
mounting arsenal of potentially punitive decisions made for the clent-not
with him. To this point, therefore, we have arrived at the stage where the
caseworker Is charged with the responsibility of deciding, In conformity with
state and local regulations geared to the protection of reimbursement, the
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"approprlateness" of work or training for all adults over 16; the "appropriate-
neW" of family planning for the Individual; the "suitability" of a particular
home for a child and the "proper" management of funds.

In all then we see a situation where the caseworker and his immediate
superiors are faced with a great increase In their discretionary powers. At a
time when our society I supposedly trying to Increase and objectify the
rights and privileges of all citizens we subject welfare clients' right to as.
distance to the uncertainties of personal decision-making and burden workers
with God-like decisions.

TED VUZa

HR 12080 recommends many programmatic changes In public assistance de-
signed to reduce rolls by eliminating need. While we dispute the effectiveness
of their approach we can certainly share the Committee's concern for ending
dependency. But the proposal that would freeze the rolls in AFDO cases where
the parent Is absent from the home at existing levels (percentage-wise)
for each state i totally bewildering. Representative Mills acknowledges In
the Congressional Record (8/17 p. H 10670) the states cannot cut off assistance
to those applying on this basis as to do so would be to deny Individuals with
equal protection. (There are lawyers who maintain that this provision violates
equal protection in any case). The result of course would be to force new ex-
penditures on states and larger cities (welfare recipients are largely concen-
trated In the larger urban areas) when it Is quite clear that this Is a national
problem which demands national solutions. Besides the states simply do not
have the resources. Their only alternative will be to divert funds from other
essential services. Unless of course they choose to use the previously-described
procedures of this Bill as a device for forcing people off of the roles regard-
les of their need or eligibility.

00NOLUSIONS CONCERNING ES 12080

The Bill Is unequal to the enormous task of solving the problems of a rising
public welfare caseload. It attempts to impose an unnatural Freeze on AFDC,
one that has no relation to reality. Whatever the real intentions of the authors
may be, passage of this bill may have some very undesirable results.

The emphasis on child removal, protective payments and vendor payments;
the mandatory nature of the OWT provision and the narrowing of the AFDU--U
program; the absence of many of the important changes recommended in
HR 5710 and finally the Freeze; will not be accepted as attempts to solve the
problems of our ghettos by many who inhabit them.

We have outlined a situation developing where many large urban states
will be faced with either greatly increased expenditures which they cannot
meet or with using the new regulations to force the needy Into a position of
possible starvation. This will not only destroy the limited efforts that have
thus far been made to end the welfare syndrome in coming generations, it
will severely limit future efforts to institute effective methods based on knowl.
edge and understanding rather than anger and frustration.

It has been argued that acceptance of HR 12080 indicates a blacklash
reaction to this summer's riots by our congressmen. If such Legislation is
enacted, those of us who spend much of our time in the ghetto can only
predict dire results.

THE 1962 AMENDMENTS

The Ways and Means Committee, having had "the opportunity to assess
the effect of the 1962 Amendments on the status of the AFDO program, Is
gravely disappointed that the services mandated by these Amendments have
not had the results which those in the administration who sponsored the
Amendments predicted." (Report: p. 98)

It is certainly true that, in their Intense desire to humanize public assistance
in the United States, the experts attached impossible goals to the provisions
of that Legislation. It was overold, but that does not mean that these provi-
sions are worthless.

A major provision of those Amendments (the 60 caseload) had been essen-
tially Implemented in the New York City Department of Social Services
only after four years of incessant effort by the New York SSIDU. New York
City is probably the only major Jurisdiction in the country that has come even
this close to the implementation of this provision as mandated in 1062. Indeed
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in observing that they've had five years to observe the egiect of the 62 Amend.
ments the Committee Ignores the fact that the states were allowed five years to
implement the 60 caseload and that all of the services that form the life-
blood of the I92 Act are predicated on the attainment of the 60 caseload- to
say nothing of the 25-35 caseload for "problem families."

Many of the other aspects of the 1962 provisions concerning training, super.
vision and services were never honestly established. The fact Is that the 1962
Amendments have never been tried.

But given the full Implementation of the 1962 Amendments--a prodigiously
difficult accomplishment-we would still agree with the Committee in that
this alone will hardly solve the nation's problems In the public welfare area.

IIXOOM MENDATIONS

It Is our feeling that the use of Increased Federal funds for CWT projects
(non-mandatory), emergency assistance to needy children and their families,
and for Increased day care and foster care facilities are excellent Ideas and
should restore many people to productivity. We add, however, that this will
work no miracles and the Congress should understand that most of those now
on welfare are unemployable and likely to remain so for some time to come.

In addition we support many of the recommendations of the Advisory Coun-
cil on Publie Welfare, as Incorporated In Havtsg tho Power, We have the
Duty. The Council had 12 prestigious members representing every area of
American life, Business, Labor, Government, Social Work and the Universities.
With a Congressional mandate they held a series of five regional hearings
across the nation, hearing public officials from Governor to Probation Officer,
Editors, Businessmen; 172 voluntary organizations, 111 state and local public
agencies, 20 schools of social work and 39 welfare recipient&

While we do not endorse all of their recommendations we feel they deserve
reexamination before the report Is scrapped or Mr. Mills' restructuring of
their proposals Is accepted. We specifically urge Implementation of the follow-,
Ing recommendations:

1. A Minimum Standard for Public Assistance Payments Below Which no
State May Fall.

2. A Nationwide Oomprehensive Program of Public Assistance Based Upon
a Single Criterion: Need.

8. In Their State Plans for Publie Assistance, States Should Be Required
to Include All Types of Persons Eligible Under Federal Law.

4. Relatives Should Not Be Required to Support Those Needing Public
Assistance Beyond Spouses and Parents of Minor Children,

We believe that implementation of the above recommendations will help
alleviate some of the nation's problems. It will not solve them.

We fully understand the concern of the U.S. Congress with the rising wel.
fare rolls. We would point out to those who have not' yet noted It, that an
analysis of HEW statistlesoImlicates a new phenomenon In this country. Until
recently fluctuations In AIDO rolls closely paralleled periods of economic
boom or recession. When the economy rose the rolls dropped. Since 1958 how-
ever, a constantly rising economy has been accompanied by AFPDC rolls that
are also rising.

It is clear to us that automation, forced migration, slum-ghettolzation,
racism and the lack of a national will to deal with these problems have taken
their toll and created for a fifth of our population a trap of hopelesuess
within which desertion and Illegitimacy often become prerequisites to survival.

This problem will not be dealt with through changes, good or bad, in the
administration of public welfare programs. Racism must be ended. Slums
must be levelled and replaced with decent housing that all can afford. Decent
Jobs must be found for all who can work. Decent income must be provided for
all in need, Schools, hospitals and all other, essential services must be readily
available to everyone, without respect to income or standing In the community.

Do this and we end the welfare problem. Do otherwise and we face con-
tinued disruption, disease and degeneration throughout our nation. This Is
the problem that faces this Committee, the entire Oongress, the entire nation,
today.

Senator McC.O.tmy. Dir. Joseph Cooper, of Howard University.
Dr. Cooperidentif-y yourself for the committee.
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STATEMENT OF JOSEPX D. COOPER, PROFESSOR OF GOVERNMENT,
HOWARD UNMI S , AND AD3UNCT PROFESSOR OF GOVERN.
MEWIT AND PUBLIC ADMINISTRATION, AMERIOAN UNIVERSITY

Dr. CooPm. I am Joseph D. Cooper, professor of government,
Howard University, and adjunct professor of government and pub-
lic administration, the American University. In recent years, I have
been concerned with processes of formulating public policy in the
field of medicine and: health; processes through which legislators
obtain balanced scientific and technical counsel; and problems ensu-
ing from the increasing involvement of the Government in the
health area, with implications for universities and the private sector.

It may be pertinent, also, to describe briefly a phase of my earlier
experience from which I have derived insights applicable to the
present legislation. I spent some 24 years in Government employment
from 1984 to 1958, most of this time in administrative work and in
a diversity of programs and most of this having to do with what
r-r' - l d the dynamics of innovation. I created entire bodies
of policies, regulations, and procedures and saw to their implementa-
tion. For 2 years, I directed a Federal regulatory agency. This cumu-
lative experience led to my publication of a number of works dealing
with the techniques of regulation, decisionmaking, and organizational
structure and process,

Now, the objective of the present legislative proposal has been
stated as saving many millions of dollars while assuring and improv-
ing drug quality. No one should really quarrel with this as a twin
goal. Rather, we should ask:

1. Would the legislation actually bring about the claimed ends
of lower cost and higher quality I a

2. What would be the effects of the specific proposals on pri-
vate future research and development of new drugs, the practice
of medicine, and the economics of drug distribution and re-
taling .

As to question one, it is conceivable that a higher level of drug
quality could be achieved. This may be an important aim, perhaps
more important than the aim of reducing costs. Cost-saving would,
however, be a much less likely achievement, for administrative rea-
sons. I will hazard a prediction that proposals in this legislation
would raise the net, overall drug bill to the public, when all new
costs are included. Furthermore, I believe quality to 1e more impor-
tant than costs.

As to the second question, those affected may be expected to over-
state the impact, yet certainly there will be profound changes. The
physician would have a smaller number of drugs from which to pre-
scribe--which may be both good and bad. The retail druggist would
have a new system for computing prescription charges, which might
be more convenient from the Government's standpoint, but which
could also create a new political and budgetary football, to the ulti-
mate detriment of the corner druggist. And then there's. the research
factor, which needs little comment here, for you undoubtedly have
heard much from the drug industry on this and, to some extent, from
the Government. Even if we discount the gloomy warnings of the
drug industry, there must be some truth to its claims that research
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budgets will be endangered. Certainly, the innovative manufacturer
who channIels a part of hisprofits into creative research is entitled to
a better price or gross profit break than the generic producer whose
sole creativity Hes in deciding which drugs to copy when patents ex-
pire And that is all I propose to say on that.

Before analyzing specific provisions of H.R. 12080 I would like
to comment briefly on What may be the real problem o? providing for
availability of drugs under an amendment to the Social Securlty
Act. Firsti most people will agree that ability to pay should not be
a barrier or discouragement to obtaining needed medical service or
drugs. The problem is how to deliver service and drugs to those who
cannot, pay for them without imposing demeaning tests of need on
them and without unnecessarily adding to the national debt by ac-
commodating the many who can afford to take care of themselves.

In many other countries this lesson is being learned. The demand
for "free' health service is insatiable. Governments are no longer
able to pay the bill--even governments which are not engaged in
missile-racing and moonshooting.

In June 1961, a labor member of parliament--a former labor min-
ister who coordinated social policy in pensions, health, and education,
Rt. Hon. Douglas Houghton, said:
... may we not get more spent on the Health Service it people can spepd

more on themselves within the Health Service?
And further:
While people would be willing to pay for better mrvtes for tmnselves, they

may not be willing to pay more In taxes as a kind of Insurance premium which
may bear no relation to the services actually received.

Throughout Western Europe governments are studying how to
cut back on "free" health services, how to become more selective.
And governments in Eastern Europe are becoming conscious of the
same need. The social system of the country seems to have little to
do with it. ,

As a general principle, I propose that all health services be avail-
able on a insurance or copayment basis. More specifically as to
drugs let all minor or nonrecurring drug costs be borne by the iti-
zen. 6 n the basis of financial need-perhaps this might be estab-
lished impersonally through an income tax code-the citizen might
pay a small amount either for expense drugs or for each refill of
long-tem-use drugs, Or some variant. The key factors are to assure
that those who cannot pay for d s et them without embarrass-
ment or delay while all who can afford in any Way to contribute to
cost should do so. Much more can be saved more aeily in public and
personal expenditures through such gentle-realtistic curtailments
than through schemes which put emphasis on administrative paring
ofprescription service costs.
ohre are Mr. Chairman, many things which can be done to im-

prove quality at minimum cost to the G6vernment.- Your: registraon
proposal on dru packaging is most interesting. It vould establish
accountability. Eventually, such a registration procedure could, be
linked to a licnsig system under which drug companies are per-
mited tWmanutacture products only within certificated capabilities
The Government will never be, ableto police all manufacturing batch
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by batch. This must be done by drug companies themselves under
penalty of losing their product licenses for willful failure or for
gross negligence.

I suggest that on the retail cost side you inquire into a practice, in
wide use in Europe, of imprinting prescription drug prices on the
consumer package. In other words, a ist price printed on the factory
prepack. I1 can already hear the howls of objection, yet I merely
suggest it for study.

H.R. 12080 seeks to control drug economics through three key de-
vices: A Formularly of the United States, allowable cost ranges for
drugs and a professional fee for retail druggists in lieu of markups.
I shall comment on each, but first I would like to note that on almost
any topic before us today one can find very little hard data. Surely,
one can find proponent and opponent arguments, but solid informa-
tion is conspicuous by its absence. Hopefully, these hearings will
help fill the drug systems information gap.

The Formularly of the United States is proposed to rationalize
drug distribution and prescription in part through barring from
coverage any drugs which are duplicative of others or found to be
of unacceptable quality. I will comment on the duplicative aspect
only, as I assume the Food and Drug Administration is the proper
agency to insure maintenance of quality.

On surface the notion of a standard national list of therapeu-
tically useful drugs holds a great deal of appeal. Surely goes the ar-
gument, the most informed men of medicme of the land should be
able to eliminate "me too" drugs or decide that since one drug does
80 percent of-what four other drugs might do then the other four
might be dropped from the list in the interest o_ Smplciy. Once the
list has been boiled down, pharmacists would be expected to fill pre-
scriptions with generic equivalents, at the least cost, on the assurance
that quality controls would make them therapeutically equivalent.

I Will not argue against formularies. Hospitals need them for in-
telligent and economical procurement, for staff guidance, and for
assurance that essential drugs are in supply when needed. A formu-
larly ordinarily should have an escape clause, permitting a doctor
to prescribe a drug of his own choice when he believes this to be in
the patient's best medical interests. Hospital formularies vary
widely, depending on patterns of hospital practice, by departmental
specialty, patient characteristic, and prescribing practicesA nationalized formulary does not, however, afford such lattitude
either to hospitals or to physicians or private clinics or group prac-
tices. Rather, it introduces a rigidity into medical prescribing for
which the practice of medicine is not yet ready. I have discussed this
with eminent physicians who have cited many examples of diseases
whose treatments are in wide disagreement. It has 6ften been said
that medicine is still more art than science. How does one standardize
artl

The problem of determining relative efficacy ties in here. This is
the decision that one or a few drugs out of a much larger list would
accomplish desired therapeutic purposes. Again, this is an appealing
notion for even thedrug companies must agree that too many "(me-
too" drugs are produced1 which certainly is not economcal. How,
though, does one solve this problem I If drug A comes out first with
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an effectiveness index of 78, does it forever bar the release of com-
petitive drug B with -a modest increment to merely 78? Would B
make it if it were to break 80? And would anyone in medicine assert
the availability of -such effectiveness indexes ?

Suppose one drug accommodates 75 or 80 percent of prescriptive
requirements. Does this justify depriving 20 or 25 patients out of
each 100 of the availability of alternative "minor" drugs, necessary
for proper treatment, which they might have if they paTV for them
prnally Patients are sometimes allergio or unresponsive to some
drugs but not to others. A physician told me-his patient did not re-
spond to tolbutamide for the treatment of diabetes. He' thought he
would try propamide, which is a quite different formulation. The
formula didni% list it, so he could either tell the patient to pay for
pro aiBide or he could trT to make tolbutamide work, which would
be ridiculous. In California meprobamate was taken off the welfare
formulary, so physicians presribed an alternative which was chemi-
cally and therapeutically different. Is that good medical practice?
The Gifornia decision was budgetary rather than medical, but the
net effect was the same as would-be achieved by the proposed elimi-
nation of "duplicative" drugs .  .

The notion of generic-therapeutio equivalence is now under study
by the Department of Health, Educaion,. and Welfare. How long it
would take to throw light on this subject in principle aldne is a mat-
ter for conjecture. Some people maintain there ii no such thing as
geric-therapeutio equivalence. Others say that for many or most
drugs it doesn't matter. Some physicians insist that in their individ.
ual practices they encounter no differences,- which certainly doesn'tconstitute scientific proof. A distinguished pharmacologist told me
that no responsible physician would want to prescribe dioxin with-
out knowing the brand or manufacturer identity, for, generically equi-
valent digoi' ns of the same rated potency vary widely in therapeutic
effect. Dikoxi. incidentally, is used in treating heart failure.

If the insistence by some pharmacologiste that therapeutic equi-
valence can be stablised only by clinical trials should prove valid--
and there is at least some evidence to this effect--the task of -rating
equivalence would be insuperable. For minor established -drugs likeaspirin, simple blood-level tests might be adequate, supplemented
by other tests of gastric irritanoy. For major drup, especially those
which work on vital centers or which are lifesaving or which could
be life-threatening under various dosage conditions, controlled clinical
trials would be necessary. How does one run trials on 10 15 or
20 penicillins or on 57 equivalent varieties of something else? W ere
would one obtain the physicians and laboratory assistants? Has any-
one calculated the fantastic costs?

The problems we face with today's drugs might very well be re-
gard6d as minor, when the future is comprehended. If we are to heed
the National Intitutes of Health, leading academic researchers, and
drug industry spokesmen, we are on the verge of a biochemical revo-
lution in which drugs will be enne to treat not only today's
infectious diseases, but the many erative and crippling diseases
for which cures are not presen ly available. These new drugs, I am
told, will be much more sensitive in application and therefore may
require much more exacting manufacturing control.
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All in all, the quality control and generic equivalency requirements
could very well lead to a great shakeout in the drug industry, leaving
it in the hands of relatively few innovators and producers. I am
certain this would not be the intent of the committee. I urge how-
ever, that the possibility and any necessary countermeasures be ex-
amined carefully.

Earlier I remarked on budgetary control of formularies. In Cali-
fornia the number of drugs on the welfare formulary has jumped
up an down over the years, due to a combination of both medical
and budetary judgments. At first, any pharmacopoeial listing was
approved. Then any doctor's prescription. Then en cutbacks: al-
coholic beverages, food supplements, and vitamins. Next, the list was
reduced to 65, including seven for specific diagnoses. Then, once
more, the list surged upward to 205, 284 and 612 drug products.
The latest act, last month, was to tiim the list to emergency and
"life-maintaining" drugs and to oral contraceptives-the latter to
limit population growth of the poor. Obviously, California no longer
has a real drug program. The critical question is whether we should
have a device, the formulary, which lends itself to political judg-
ment but which, in any event substitutes financial criteria for the
medical criteria alone which should be governing.

And does it really save money, apart from the added administra-
tive costs? In Pennsylvania, the secretary of public welfare, Dr.
Thomas W. Georges, said:

Our formulary is not "generic." Although there are some few brand name
products I think are overpriced, by and large, we found using a quality generic
product doesn't produce savings one might expect.

When, however you nationalize the drug formulary, to the p-oint
where exclusion lor a manufacturer might mean sudden death or
inclusion might mean economic survival, at least, you might bring
about the creation of a new national influence structure. And a new
area for litigation. And whether or not a formulary could even be
brought out then becomes conjectural. Furthermore, what is to be
the relationship of the FDA to the Formulary Committee? The first
OK's effectiveness; the latter determines relative effectiveness. Does
a manufacturer hurdle the FDA at a cost of millions, sometimes, only
to have his investment nullified after new representations before the
Formulary Committee ? And how long does all this take?

Considering all these problems, we can understand why former
HEW Secretary Abraham A. Ribicoff shrank from the idea of deter-
mining relative efficacy. He said to the late Senator Estes Kefauver's
committee:

We do not seek it. We do not want it.... Jall] we should have. . should
be an authority that makes the manufacturer prove the effectiveness of the
claims he himself makes... We do not want to say that drug A is better
than drug B or B is greater than 0.... We do not think it is necessary.

Among the proponents and opponents of the formulary and generic
prescribing, one finds the more eminent scientific members of the
medical community growing more and more wary, less and less cer-
tain. Only among the economists and other nonmedical types does
one find great assurance.

On allowable cost ranges, I shall not comment in depth. It is a
complicated subject, made so particularly by our national abhorrence
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of Government pricefixing during peacetime. There ought not be
a system which bleeds off the creative incentive due to giving an
economic advantage to companies who copy only the leading suc-
cesses. Who then would make the unprofitable "public service" d-rugs?
Would the Government have to procure them under contract and dis-
tribute them? And who would have the incentive to budget for their
discovery and development?

The case seems not to have been made for Federal intervention in
retail drug pricing. Certainly, there are some whose prices are grossly
out of line. If their drugs are available through competitive brands
or as generics, the play of the marketplace must eventually move
prices toward midpoints--in spite of the instances cited of wide
variations in price.

We must really look at the overall picture to judge whether Fed-
eral intervention is warranted. If we look at the curves of the medical
cost components, we see all curves rising sharply, except for drugs.
Prescription drugs show up as practically a straight line across
the bottom of the chart, with a sIight, downward tilt. Are we then
justified in nationalizing the economics of the drug industry in order
to trim off those whose prices are at the high ends of the ranges, even
though these are sometimes unconscionablylhigh f

One practice for which I see no warrant, however, is the charging
of one price to hospitals and another to community pharmacists for
identical quantities of the same drug under the same labeling.

The professional fee is something else which warrants careful and
cautious study. Theoretically, it assures the pharmacist the same
average profit. The belief is that he would then be encouraged to
stock cheaper generics of equivalent quality. This would also sim-
plify reimbursement and auditing procedures. It would be useful
in budgeting.

What the pharmacist should worry about are the second, third, and
subsequent years: the bargaining for adjustments upward to ac-
commodate his own rising costs while, at the same tune, national and
State controllers and budget officers press downward on the profes-
sional fee to make up for deficits in less controllable areas of health
cost.

Much more needs to be learned about the costs of this le islation, if
enacted. How much would the quality controls cost both the Gov-
ernment and industry? These costs must be offset against any sav-
ings. What system of reimbursement and auditing would be used
under any expanded drug benefits program? These costs must be
calculated in order to know the true national costs of a drug benefits
program. One might observe that the processing costs for small
claims are disproportionately high. That is why private companies
usually exclude them. Even the system of excluded cumulative small
clain must be a simple one if excessive costs are to be avoided.

This committee would render a great public service if it were to
cause to be brought together the comprehensive data needed to pro-
vide bases of decision -or the Congress and the electorate. The e-
partment of Health Education, and Welfare has been making pre-
liminary studies which should aid the committee. The experiences of
the Drug Efficacy Review Committee of the National Academy of
Scienes-National Research Council should also be obtained, for they
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would cast light in some measure on problems to be encountered in
determining relative efficacy.

Thank you, Mr. Chairman, for affording me this opportunity to
testify.

Senator McCAirr. Thank you very much. We appreciate your
testimony.

Dr. Stokes, manager of the Washington, D.C. office, Christian
Science Committee on Publication. Dr. Stokes, identify yourself for
the record at this point.

STATEMENT OF DR 7. BUROUGHS STOKES, MANAGER OF THE
WASHINGTON, D.C., OFFICE, CHRISTIAN SCIENCE COMMITTEE ON
PUBLICATION

Dr. STomKs. Mr. Chairman and members of the committee, my
name is J. Buroughs Stokes, and I am manager of the Washington,
D.C. office, Christian Science Committee on Publication of the First
Church of Christ, Scientists, in Boston, Mass. On behalf of the
board of directors of this church, I wish to thank you for the oppor-
tunity to express the views of the Christian Science Church on
H.R. 12080 the Social Security Amendments of 1067.

We would like to draw your attention particularly to title III of the
bill, which expands and invigorates the maternal and child health
provisions of the Social Security Act. Swee ping project would be
provided under this title to find handicapped- and crippled children,
identify potential health defects in young children ani provide nec-
essary care on an organized and intensive basis.
*Let us state at this point, Mr. Chairman, that we do not oppose this,

or aily other medical program in the act., as applied to the medically
oriented majority of the population. The application of this program
to Christian Scientists themselves, however, is a matter of concern
to us. As you know, Christian Scientists prefer to rely exclusively on
silriltual means through prayer for the prevention and cure of

The following quotations from the house report (p. 126-128) give
some idea of the intended sweep and intensity of the program:

States will be required to make more vigorous efforts to screen and treat
children with disabling conditions.

Organized and intensified easefinding procedures will be carried out in
weU-baby lhdci day care voter% aureery aichools, Heudstart tuterv * 1 *
by periodic screening of children In schools, through followup visits by nurses
to the homes of newborn infants, by checking birth certificates * *.

In the geographic area served by the project, all the health problems of the
children are to be taken care of by the program * *.

We understand that it is not the policy of the Department of
Health, Education, and Welfare to compel individuals to accept
any type of service against their own wishes. However, it has been
our experience that when projects of this intensity are authorized
by Federal law they are sometimes treated at the local level as
compulsory.

In Christian Science, healing and the practice of religion are insep-
arably related and Government activities which impose compulsion
on the care of health are a limitation of the freedom of Christian
Scientists to practice their religion. For this reason, we respectfully
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request your committee to consider adoption of the following two
amendments to II.R. 12080:

At the end of section 514, page 199, line 9, delete the quotation
mark and e.dd:

Sre. 515. Nothing it this title shall be construed to require any State to
compel any person to undergo any screening, examination, diagnosis, treatment
or any other medical, dental or psychiatric measures, care or services provided
for In this title, who objects (or, If such a person Is a child, whose parent or
guardian objects) thereto on religious grounds.

Our second amendineDt is similar. It applies to the medicaid
program.

At the end of section 802(b), page 200, line 8, as a new paragraph,
add:

(c) Section 1902 of such Act Is amended by adding after subsection (c) the
following new subsection:

(d) Nothing fit this title shall be construed to require any State to compel
tiny person who has been found eligible for assistance under a State plan
submitted under this title to undergo any screening, examitiatiou, diagnosis,
treatment or other medical, dental or psychiatric measures, care or services
provided for In this title, who objects (or, If such person Is a child, whose parent
or guardian objects) thereto on religious grounds.

These amendinents which clarify the right of free p )eople to govern
their health care according to their religious convictions are not. in-
tended to weaken the maternal and child health program. On the
contrary, we believe that citizens who are concerned about the exten-
sion of Federal activity into this field will be more inclined to support
the effort once this important principle is clearly stated.
Thank you again for this opportunity to present. our views.
Senator McCA.lrrn. )r. Stokes, do you have any such exclusion as

you recommend in these two amendments, in any other Federal law
or ii any State laws?

Dr. STOKES. Yes. The Vaccination Assistance Act-P.L. 87-868-
which was passed here several years ago by the Congress, % when Mr.
Ribicoff was the Secretary of HEW, included such a provision. Inci-
dentally, we have gone over this amendment with officials of HEW,
and their lawyers are in agreement with the language of the amend-
nient. They do not feel it will hurt if it is agreed to by Members of
the Congress.

Senator MoCAwrHY. Including even the examination I What would
be your position in the case of examination for contagious disease?
I cat see you night objecL to treatment, but I don't understand how
one could refuse on social grounds to submit to examination which
might determine the presence of contagious disease in some person.

Dr. SToxls. That is a very good question, Mr. Chairman. A
Christian Scientist does not intendto infect anyone with a contagious
disease, and in the event a Christian Scientist is suspect of having
a contagious disease, we certainly would submit. to isolation or to an
examination. We obey the law in every instance, Mr. Chairman.

Senator McCAm:tY. It would be discretionary here as to whether
you submit for screening or examination or diagnosis. Then you say,
of course, treatment in addition to that.

It seems to me that in trying to establish a point of treatment, it
would be a stronger one if you would back up to the point of saying
that society or the community couldn't even look at the Christian
Scientist to see whether he would have a contagious disease.
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Dr. SToESm. Very interesting.
Senator MCOARTHY. Do'-ou accept that your amendment may go

too far which is my point You may be asking for too much.
Dr. SToiis. I don't think it would be going too far. In our exper-

ience, sir, with the various States, and also with other pieces of'legis-
lation, with the various schools, we have not run into any difficulty
in this respect.

Senator McCAwFHy. How do you proceed, in the case of examina-
tion in the presence of tuberculosis among the students in the school?
Do you submit to that, have your children submit to that examination
or not?

Dr. STOKmS. I believe that the majority of schools would not compel
the children, or today would force children to submit to examinations
which have been given in the past-X-rays, patch tests and the like.

Of course, you recognize, as does the medical profession, that this
disease comes usually in areas where there are untoward unsanitary
conditions and very poor standards of health. I believe that the people
who are Christian Scientists would be very quick to watch and
detect any difficulty with their children, andto provide them with
the very best of health care.

In other words we do not neglect our children, but we are just
as much concerneA about their health, watch out for them, and give
them the best care that we possibly can. For us that type of health
care which is most efficacious is proper, which has proven very bene.
ficial throughout our first 100 years.

Senator MCCARmY. Thank you very much.
Dr. SToxs. Thank you, Mr. Chairman.
Senator MCCARnlY. Dr. Carstenson.

STATEMENT OF DR. BLUE A. CARSTENSON, ASSISTANT LEGISLA-
TIVE DIRECTOR, NATIONAL FARMERS UNION

Dr. CArns soN. Mr. Chairman, if I may, rather than going into a
prolonged discussion, I would rather make my presentation with some
slides, if this is permissible.

Senator McC Amru. All right.
Dr. CAISrENsow Mr. Chairman, and members of the staff on the

committee, I am very happy to be here on behalf of National Farmers
Union. I would like to submit the entire statement, including that of
President Dechant for the record if I may, and proceed with the slide.

Senator McCArHy. All right.
(The statement referred to appears at p. 1112 .)
Dr. CABSTENSom As you know, Farmers Union has been concerned

with social security and medicare for a long time, and as you well
know, we have appeared before this committee in support of social
security for farmers and for people and particularly in support of
medicare for a number of year.

We are concerned about the 3 million people in rural America outof the million who are giving poverty, and while many of our
farmers are, as this gentleman here, are living well and are enjoying
their later years, many of them are active, an-d participating in their
community, and many of them such as this park in Arkansas, where
people can enjoy their later years, we find too many of them who are
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alone and too many of them who are living in deep poverty and
destitution.

Some are living, particularly in urban areas in new senior citizen
housing, but here is the kind of housing we find too often in our rural
areas, broken down, deteriorated housing. This is a house where one of
our green thumbers lives today in Indiana, not really fit for human
habitation even when it was new, deteriorated housing.

This is a green thumb worker and his wife hired 2 weeks ago. We
found him 2 weeks ago in Wisconsin. The lines of poverty are deep
in their faces, and they have to live in this ramshackle meaq despite
the cold of winters of Wisconsin, of northern Wisconsin. Tiese are.
people, this is a house that. a couple are living in in Arkansas today.
This is a house out in Kansas.

This is the kind of housing I would think that people on social
security should have. It would be nice to have. This is what is avail-
able now in some of our new senior housing projects. This happens to
be a public housing project.

This is the kind of house that we find too often in rural Minnesota
and in other parts of rural America, or in Arkansas. This is the kind
of bedroom that would be nice to retire to, and here is what we
find with very many of our elderly people who cannot. keep up with
the problem of poverty, poor housing, just unable to even keel) up
with the things necessary for housekeeping.

This woman, a woman in Arkansas, she is 54 and her husband is
78. They cannot keep up. They have nine children living on welfare.
lie would love to work, but there just aren't lobs for him, and so
they must live in the deepest kind of poverty. Here is the beroom.
Trhey are trying to raise, some chickens. Iii the wintertime they keep
the chickens inside because there are no other buildings, and we had
to shoo off about 15 of them to get a picture of the bed.

This man is 104, and he is living in Arkansas and lie is gettingalong on his welfare check, primarily because he is also living in
piblio housing in a small rural community. When they have the com-
bination that can get along, but on present welfare payments they
are totally inadequate.

This man in northern Wisconsin, who I was with, with Senator
Nelson on Friday, was certified to us 8 weeks ago, as starving, by
the doctors, and we hired him on Green Thumb. There are ninny
more. We ran into this situation in northern Minnesota, also, Senator.

These men have had it. They have tried to get employment and they
have tried to get jobs. This group of men down iii Arkansas, old and
retired men, are unable to make it on their social security check or
their welfare at the present time, and as I sa),, there are about 3
million, of which about three-quarters of a million of old farmers
are eligible and would like to work and not. physically able, and
probably about a million women living in rurl areas. As you know,
we run the Green Thumb program, and Proect CASA which are try-
ing to demonstrate what is possible through employment programs.

In our testimony we have shown the level of old-age assistance
payments and they are just totally inadequate. It is not a decent
solution ior problems of old-age poverty, and it still leaves people
in poverty, and we urge, in the stronge.t possible way, that if nothing
else, if you have to abandon every single other benefit, and there are
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plenty of nice benefits in this bill, that the stress be placed on the
minimum, increasing the minimum payment on social security.

There is nothing else that in the view of Farmers Union and you
know, Senator, I h ave visited a number of times up in Minnesota.
The Minnesota Farmers Union convention felt very strongly on this
one point. This is the most crucial matter as far as rural Americans
are concerned.

Senator MCCArHY. You are speaking of the $70, not $50?
Dr. CARSTrNSON. That is right. We would like to see it go up to $100,

because then you could really get a large number of people, and we
feel that the present system of public welfare and social security to-
gether still leaves them in poverty, and the greatest possible emphasis,
I am stressing this increase in the minimum, this is where the need
is greatest. This is where the people are in poverty. This is where they
are starving. This is where life exists with these miserable conditions.

This would do the most good with the limited dollars, and we do
support, major emphasis in terms of getting the money in general tax
revenues, and increasing the wage rates, not just the amount that the
House recommended, but going on up to where it should be, and if we
kept up with the increased wage level over the years.

Now, we have hired these old or retired farmers, as Green Thumb-
ers, and they have done a good job. We have done this in part to de-
monstrate what is possible with low-income people.

Here is a Green Thumb farm out in Oregon, beautiful work which
they have done on the highways. These are men who have a green
thumb, who have shown they are willing and able to work. We be-
lieve there are many in poverty today who would like to work if there
were the opportunity. This is the reason we support the new Clark-
Javits proposals. Wo have a lot of experience in this, the Clark-Javits
proposal. We also support the work provisions of this bill. But we
recommend on the basis of our experience that this be placed in the
Department of Labor. There is no question in our minds, in working
with the Minnesota State Welfare Department and in the employment
department, that this is the place that would best run thee employ-
ment programs. If it is brought separately you are going to have a
fracturing, you are going to have competition, you are going to have
a lot of things that will not end up in the best type of program.

Incidentaly, the man who is working there, this man is 84, and
I was with him on last Thursday. He is doing a whale of a job. Even
men on old-age assistance who would love the opportunity to earn
their way out of poverty, and this is the whole emphasis that the pro-
gram should have, not as a club, not. as a punishment, but rather an
opportunity to earn their way out of poverty and it should be set up
in a way so that when they do earn it, that they will come out above
the poverty line, and not just simply remain in poverty.

You can't see this picture too well, but there are seven men here
who represent 240 years of farming, and this is northern Wisconsin.
These men have done a whale of a job in clearing out a ark area.
These men, you know, many.of the men I think, that we tave hired
in Minnesota are hard-working people, who would rather in many
cases, starve to death than go on welfare. This skinny guy here, th
call him "Snipe" up in Wisconsin, is a real character. le is 82. e
really enjoys the fact that he can work now and we urge that this
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be especially opened upq work opportunty programs for older people.
Here is a park we built in a county in Arkansas. These are having

a major impact on the economics of the community, and I would like
to pass up to you a picture of the Saddle Trail in Minnesota, which
has had a major impact on the poverty of this county in Minnesota.

Here is a picture in Newton County, Ark. Again, this has had a
major impact on eliminating poverty by encouraging the beauty of
a rural county in Arkansas. We can tangibly show that it has had a
marked impact on the economics of very, very poor counties.

Here is an area in Nekoosa Wis. I believe that is the right way to
pronounce it. We were up there 1he other day dedicating a park.The park had come up in a beautiful way in terms of the men doing
the work, these older retired people. Here is a State hospital in
Minnesota, where we have beautified the area. We do undertake train-
ing of these men. We believe that all the programs of work oppor-
tunitiy should be tied into a training program.

This is a project, the Phelps Mill project up in Otter Tail County,
again showing that many of the people who are poor do have skills
and can be employed with the F era Government as the employer of
last resort. We think this is the emphasis and direction which this com-
mittee should move toward.

Senator McCArTrHY. The thing that would help you most would be
an increase in the minimum benefit.

Dr. CA RTENsON. Increase in the minimum benefits and the expan-
sion of work opportunities under the Department of Labor.

Senator MCCArHY. The other programs in which you participate
now-you mean the expansion of them f

Dr. CARTNoN. Well, we think that this should be the program
which is concerned under this in the House for work opportunities
which also should be transferred, and it should be, it is, I think the
important part of the work opportunity programs.

Senator MCCAlrrHY. I wonder if you could finish your remarks.
There is a vote on the floor of the Senate, and I would like to go and
vote, so if you will, please finish your remarks.

Dr. Cu mssoN. I do have one more area I would like to cover.
This relates to the drugs. We have had considerable experience on
drugs through our direct drug service. We do know that the state-
ments which were made by members of the Senate staff here in rela-
tionship to adding generic prescription drugs under the Long bill
last year, which I-believe you cosponsored and the Montoya bill this
year, are actuarily sound.,

We know that they will work and we know that they will be of
great benefit to many people. We have just completed a survey of some

00,000 homes, families of old and retired people in Arkansas, and
we found that on an average, these are people with an average income
of $900 per year per capita. .

We have found that they are spending between $25 and $26 a month
on drugs. These peaple who are poor, who cannot afford it. We know
that the drug prices, drugs under medicare would be of great benefit.

Senator MARmiTHY. Do you have any other remarks that you want
toput in the record f If so, you may.

Dr. nso I think this will complete my statement. Thank
you very much.

88-281 0--467--t. 2- 5
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fo The prepared statement of Dr. Carstenson and Mr. Dechant
f owe:)

TMTIONy op NAToNAL FAsums UmoN, PE&sNT By ToNy T. DEoHANT,
PESIDEtNT, AND Biuz A. (IazwARnesoN, AssIsTANT LISLATIVE Dmwot

National Farmers Union appreciates the opportunity to appear before this
committee because we feel so strongly about the needs of older and retired low
income people living in poverty in rural America today. We also have grave con-
cerns about the nation's public welfare programs which now so Inadequately meet
the problems of poverty and dependency.

Many of our most active members are 65, 70, and 75 years of age. We have
chosen not to forget the widows and those old timers who helped build Farmers
'Union, American agriculture, and our nation Itself. Out of the six million people
over the age of 65 living In rural America, nearly a million are still working.
Over half of the six million are living in poverty. Over two million are living in
deep poverty by any standard& Because of the tragic economic conditions In
agriculture, the fact that too many farmers and their widows qualify only for
the minimum social security, if at all; and because of a lack of pension plans,
between two and three million rural Americans face poverty until the end of their
days unless we as a nation act to correct the situation.

When Social Security was passed, its purpose was to supplement private
pensions and other retirement savings. The truth Is that only 15% of retired
people have private pension plans, and only a small percentage have any other
major source of income. In rural areas, the proportion receiving private pension
plans is estimated at about 2%. Today 88% of the people over age 65 receive
Social Security or other government retirement checks. The facts are that Social
Security has become the major and quite often the only source of income for most
retired people in America. It is in fact no longer a supplement to retirement-it
is our retirement plan for this nation.

Our Old Age Assistance program through public welfare is not even coming
close to the minimum standards set by state welfare departments.

The following figures show that the old people-on welfare are not receiving
even what the states call minimum levels. While the number of old people on
welfare has decreased, the number of old people who are living in poverty has
increased. The elderly are the only group among the poor who are not declining
in numbers. Many of those who are receiving Old Age Assistance are still living
in deep poverty and hardship. Forty percent of those on Old Age Assistance are
still living in unsafe, dilapidated, or substandard housing. Roughly % of the
aged on welfare have no flush toilets, one in six are infirm, yet nearly half of
these people who are on Old Age Assistance are also receiving some other govern-
mental "pension plan" (Social Security, Railroad Retirement, Vet., etc.).

In nine etate*, the average amount paid for old-age asastte are aa low as $50
a month, or e88

Average payment. to reciplents, October 1966
Florida ---------------------------------------------- $48.90
Georgia ----------------------------------------------- 47.85
Indiana -------------------------------- 49.00
Maine --------------------------- 50.10
Mississippi --------------------------------------------- 89.20
Nebraska ---------------------------------------------- 46.20
Oregon ----------------------------------------------- 47.50
South CarOuna ------------------------------------------ 41.80
West Virginia --------- --------------------------------- 44.75

Twenty-seven state# do not even meet their own minimum etandarda for welfare
paymentt'

Twenty-four statesI were meeting less than their minimum standards (100%
of basic need) according to the latest biennial report (January 1965). Figures for
1067 are not available but would probably reflect changes in some states.

1In addition, three states have maximums that do not exceed base needs by as much as
$12 and thus cannot meet most special needs (Colorado, New Hampshire, and Oklahoma.)
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Stat$ Total moollhly cs stadrd Nwoent of full nee mot b
obs= n mai.mu payment to Feiph t

A,,,ams ......................................... 6& In5 0
Alebosoo.

Deawae .....................................
Gerga .................................... 107. 1.SIiA ri...........o na........... 10, OD ela wa. . 962.
FLoca1....11:00 U...

Georgia . Si. 10 S6H 0.P
S......................................... 107.00
........................................ .00

Lo u .. sa..n................

Min ne o. ...............- 20 -

Nebraska 50 98. 7
New Me ................ o..... 107.00 91.1 75
South C trolina ................................... 75.55
South aot .................................... 101.90 I
uTeasm......................... .. 100.75 83.85101Uernth ................................. .759 60.
WU ot ......................................... 99. 7818

Wyomig ......................................... 12.00

We quote these facts to make these points:
"Old age assistance in America is not a decent solution to the problem of

poverty. Welfare payments leave old people still in poverty. Either the older
people would rather starve on the minimum social security payments, or welfare
departments are being more restrictive in regards to the older poor. There are
many people on social security whose payments are so low as to lock them into
welfare and poverty."

Bat these are facts and generalizations. We in Farmers Union have had a great
deal of actual contact with the older poor during the past year through our Green
Thumb and CASA programs. In addition, the older people living in poverty in-
clude many of our friends and neighbors and some of our members.

Through our Green Thumb program, under a grant from the Labor Depart-
ment, we set up employment programs for older and retired low income farmers
In seven states to beautify the highways and build parks. We pay the men, whose
average age is 67, whose average income was $00 a year per couple before going
to work, a total of $1500 a year for working three days a week. These men aver-
aged 43 years of farming. These men work very hard-too hard-because not
only are they accustomed to hard work over the years but because work and the
pay mean so much to them. On the basis of our experience and analyzing the
available data, we estimate that in the United States there are % of a million
able bodied men over age 60 who are living in poverty In rural areas, who would
like to go to work to earn their way out of poverty. These are men who can no
longer farm and are "too old" for most employers. We estimate there are over a
million older low income women who would like to earn their way out of poverty.
However, there are not 1% million Jobs open to people over age 6&

We in Green Thumb have employed men in need. These are men who have come
to work for Green'Thumb with nearly empty lunch buckets until the first pay
day. Men who said that "I was able to buy my first new pair of overalls in four
years," or another who said "The Job enabled me to buy a pair of shoes, the
first in a number of years." One man brought his doctor's exam to the job saying
"Able to work but malnourished." Another applied for employment but instead
had to be Immediately hospitalized for three weeks because of malnutrition.
There are waiting lists in many of our nearly 60 Green Thumb Counties for these
"hard work" Jobs paying only $1500 a year. A good many of these men by income
level and age should be on Old Age Assistance, but they are not.

Similarly in project OASA, under a grant from the Administration on Aging,
Farmers Union employed older low Income persons who have visited over 8000
old and retired low income people in their homes in rural Arkansa . These 0ASA
workers provide both referral services and direct help. Among the 8000 visited
they found an average age of 72 and an average annual income of $0. The worst
situations were usually the older widow. They found poverty, filth, senilty,
isolation, Illness and loneliness--heart breaking stories of our failure to provide
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for our older people. These same type of conditions exists in Indiana, Minnesota,
Oregon and almost every other state in varying degrees. We as a nation have
casted off too many of our older people leaving them In poverty.

The Social Security Amendments of 1967 (H.R. 12080) will In our Judgment
leave most of the older poor still In poverty.

Farmers Union, at our National Convention, passed the following resolutions:
We urge that top priority be placed upon Increasing the oash income of the

persons receiving the minimum benefits even it It means forgetting all other
desirable benefits. We urge that the minimum benefit for single persons be $100.00,
and $150.00 for couples.

We urge that there be no increase in the Socal SecuritV tax rate but that a
major increase in to wage base upon which Social Security taxes are paid, be
increased to as mt2h as $15,000.00, and general tao revenues should be used to
Increase Social Security benefits. The tax rate is too high, especially on the self.
employed and, if anything, it should be kept constant rather than at scheduled
increases.

This Is not an Idle resolution. Already over 400 Farmers Union Members have
traveled to Washington and have visited your offices and those of your fellow
members over the past nine months urging these two actions by Congress.

One common plea we hear from the old folks around the country-please don't
pass a so-called major increase In social security and then Qlow the Veterans
Administration, the railroad retirement board, the state welfare departments or
other public retirement systems to deduct the'amount of the Increase. The last
"increase" was a bitter experience to many old people. While a 12 % increase In
Social Security sounds good to those who are still employed, It sounds like con-
tinued poverty to most older people. Eighty percent of that Increase is used up
catching up with the increased cost of living.

WiLraAK

The House Ways and Means Committee has Initialed several new significant
and controversial proposals for changes in our welfare system. Farmers Union
is opposed to our present system of welfare policies and programs because (1) it
does not provide adequate minimum levels of income for the people is sup-
posed to be helping; (2) It has not had enough emphasis upon retraining rehabili-
tation and prevention; and (8) It has had such a very gly Image In many areas
that those who accepted are branded by many In the community and many who
need it are unwilling to be branded.

Our present tax structure and welfare financing places a maJolr burden upon
the state and local taxes which are over strained especially In those areas where
the greatest poverty and need for welfare exists. These taxes, primarily poverty
and sales taxes, fall most heavily upon the old and poor.

The result is that poor rural areas have had insufficient resources to prevent,
combat or treat poverty. It Is in these rural counties particularly where welfare
policies almost by necessity are often the most restrictive and regressive. This
situation automatically accelerates the migration of the poor to the big cities'
and to the slums where at least the welfare checks arelmore easily available to
the poor, are often less degrading, and are more adequate than in the rural areas
from which they came. -

The article "Can the Big Cities Ever Come Back", In the september 4, 1067
issue of U.S. News and World Report, In discussing the 30 million rural people
who have streamed to the cities since 1940, said "No longer can they (the big
cities) count on a big drop in the tide of the ill-prepared people from the south.
Developing in that part of the nation is a virtually inexhaustible reservoir of
migration for future years."

The In migration from the farms and rural areas from the plain states and
from other rural areas while perhaps more successful than that of the Negro has
absorbed most of the Jobs, the housing, and the services of our cities so that they
have reached the breaking point as shown by the recent riots. Unless the cities
can have some relief from this In migration from all the rural areas, they will
not be able to cope with the problems of the ghettoes abd slums within'five or
ten or even twenty years. - I t

Farmers Union calls for a public policy which will slow the mass migration to
the big cities and in some areas even create out migration to our towns and
smaller cities. Our farm policy and food marketing system should be designed
to aid the family farmer to remain on the land. Rural community planning is
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needed. Greater incentives should be given to industry to locate in rural areas to
employ low income people. We are studying with great interest the Pearson-
Harris bill which is along these lines. At least as much effort should be made in
creating good community services and decent housing for low income families
in rural areas as there is in urban areas, if we expect people to remain in rural
areas. A major boost In the minimum social security payments will provide a
quick economic shot in the arm for rural areas. Most of the retired people in
rural areas will of necessity spend all that they receive. The highest concentra-
tion of the older poor are in our rural counties. In many rural counties, social
security ranks next to farming as a major source of income.

sPECMfO RECOMMENDATIONS ON WUJVAZN

We support the concept of training and work experience as an alternative to
welfare.

In March of this year our National Convention passed the following resolution:
"We support the revision of the public welfare system replacing much of pub-

lie welfare with part-time and full-time community service work programs. This
is a preferred way to bring low Income families out of poverty. Those remain-
ing, who are unable to work; the sick, disabled young, and the very old, should
be able to live without hardship and with dignity."

Earlier this year before the House Ways and Means Committee we said "The
public welfare amendments in H.R. 5710 would take some steps in the general
direction of encouraging employment and giving those remaining on public wel-
fare a minimum standard, but they are not bold enough or creative enough to do
the Job. No less than a major step will pull us out of the quicksand into which our
public welfare system has fallen. Most of the impoverished are not now helped
by the public welfare staffs'who are overburdened with work, inadequately
trained, and inadequately encouraged by the community to do the job needed.
Instead, they have too often become engulfed in the red tape of details. The
poor are not being helped to live, but only to starve to death.

"This Is especially true in rural areas where nobody other than the county
welfare director understands the complexities of the law and everyone becomes
discouraged with the system. It is no wonder we have found so many poor
people in rural America who either were ineligible for welfare, unaware, or dis-
dainful of welfare to the point of being willing to starve, rather than to go on
welfare. A dramatic step should be taken here and now to provide public em-
ployment as an effective and dignified alternative to welfare for most people,
and an adequate existence for those completely unable to work."

The House passed Social Security Amendment (H.R. 12080) contains two con-
troversial amendments. The first calls for worker-training programs, but re-
quires every adult member and child under the age of 16 who is not in school
for whom work or training is appropriate to participate or face loss of public
assistance. The Committee said that only a few state welfare departments have
established work training programs at this time, and only in limited areas despite
congressional encouragement. 14

We urgently request that the Labor Department be authorized to develop these
programs in conjunction with other work and training programs which they
have that cover most areas of the country. The Administration originally re-
quested that the Department of Labor conduct these programs. We have had ex-
perience in employment programs and know that the Labor Department not only
will be able to increase the probability of employment but will also save con.
siderable amounts of money. Often welfare recipients could be integrated into
regular training programs.

Duplicate parallel programs for low income people sponsored by two different
departments would not only be a waste of funds but would breed in1'erdepart-
mental conflits.

In our view training programs would give greater dignity to the individual,
greater probability of Job opportunities, and at less expense to the tax payers.
As some of you know, we worked hard earlier this year to help consolidate the
work programs under the Economic Opportunity Act in the Department of Labor
In order that the federal work-training programs would be coordinated. Having
the Welfare Administration run these programs would be poor planning and In-
efficiency.
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We urge that there be an incentive rather than a compulsion so that those
on welfare who work or go Into training would receive at least the minimum
state welfare payment set by the state. People should be able to earn their way
out of poverty.

We support the proposed increase in public assistance in demonstration
projects.

We strongly urge a 70% matching payment for the states to help meet the cost
(not to exceed $1,000) for repairing the home of an assistance recipient if it Is
substandard. Our experience In project CASA shows that with a few dollars
for home repair life can be made much more tolerable for people 'on welfare.

We support the idea of federal financing of day care services for AFDC moth-
ers We urge that the Congress direct the welfare departments to employ as
many low income welfare recipients as possible in such day care programs as
regular employees.

We oppose the restrictions on the aid to families with dependent children
which would' limit forever the proportion of children on APDC to the current
level. Under this provision, If a state had 4% of its minor children on AFDC
in January 1, 1967 because their fathers weie absent, the state would not get
federal matching payments for children in excess of 4% of the population of
children under 21 in the state during 1968 or the year after. In our opinion, this
is a blind step to force the states to punish illegitimacy. It would not do any-
thing except to punish poor children. It does not consider any potential change
In the level of poverty in any state In future years, nor any change in the kind
of expansion of services to people who are not being served now and who need
help.

This amendment will not take into account any changes in the economic con-
ditions in the state such as the closing of major defeiise industries, crop failures,
recessions, changes in economic industry, and agriculture. Welfare should be
responsive to major economic changes which effect families.

Many states are simply not reaching the existing poor families. Today the
majority of the poor are not being helped by public welfare. This restriction
would ensure that the majority poor would not be served.

We recommend a financial incentive be given to the state for the number of
public assistance recipients who are helped out of dependency into self sufficiency.

WEDICARE AND MEDI0AID

We are proud that Farmers Union supported the enactment of Medicare. We
appreciate the long year of work that some of you and your staff spent in
developing this legislation. When It was passed, we all knew that it was not
perfect. The Senate added the provision of out of hospital prescription drugs
for medicare patients. We support S. 17 and S. 2299 (the Montoya Bills) as an
essential step in providing health insurance protection for older people. We have
had experience in the problems of the prices of drugs and the impact upon the
lives of older people.

The National Farmers Union, In conjunction with the Greenbelt Consumer
Co-Op, Cooperative League of the U.S.A., National Council of Senior Cltlzens,
National Association of Veteran and Retired Railroad Employees, Retired
Workers-United Steel Workers of America, National Consumers League, plus
many other organizations for their members have developed the Direct Drug
Service. We are attaching a price list to show the great variations In the prices
of drugs between the brand and generic prices. We have encouraged Congressional
investigations into these prices. We urge that the proposed program not pay for
anything except a reasonable generic priv. With a reasonable deduction the
costs would not be prohibited. We have analyzed both Committee staff and
Industry estimates on the cost, and find that the Committee staff estimates are
very reasonable and the industries grossly Inflated with the intent of dis-
couraging passage. *

We support Medicare for the disabled.
We continue to support the concept of a Federal prepaid health care and

medical facility insurance program that would enable every one to receive fully
adequate medical, dental, hospital and health care services. Such A service
would provide for regular and preventative health care services rather than
just an attempt to remedy severe illnesses as they occur. While we do not expect
Congress to enact this program now, we feel that the experience by the public
with Medicare plus the accelerating hospital costs, will bring this to pass. The
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three million, plus people who have already received Medicare benefits have not
found them as distasteful as the American Medical Association predicted.

We do urge that this Committee as well as the Interstate and Foreign Com-
merce Committee act now to help tighten up the quality controls on laboratory
tests.

We urge that the Preventacare proposal encompassed in the Aiken Bill be
adopted as a measure which will, according to the experience in San Jose,
actually save money at a future date in terms of doctors and hospital care costs.

We support the Increase in the membership of the National Medical Review
Committee. We had hoped that the other policy committees could be broadened
to include representatives of senior citizens.

We feel that depreciation allowances should be given only where the hospital
in the judgement of the Department of Health, Education and Welfare is doing
everything possible to curtail hospital costs. (There has to be some sort of lever
to help keep hospital costs down and this looks like a good one.) We support
experimental efforts to encourage hospitals to cut costs.

We oppose any elimination of the doctor certification. The doctor should be
the only one to authorize entry into the hospital. We do feel that this provision
might be waived for the first twelve hours in an emergency case, but that no
person should go any longer than twelve hours in the hospital without a doctor
approving his hospitalization.

We support any action to make determination of age easier for our people
when applying for Medicare.

STATEMENT OF JOHN DeCELL, VICE PREIDENT, MEDICENTERS OF
AMERICA, INC.

Mt. )ECELL. Mr. Chairman and members of the committee, Medi-
centers of America, Inc., was established in April 1965 to provide,
through various programs, low-cost, skilled, intermediatt health care
throughout the Nation. The founders of the company, M srs. Wallace
Pi. Johnson and Kemmons Wilson,' are, respectively, resident and
chairman of the board of Holiday Inns of American, but the two com-
panies are not otherwise connected. Medicenters is a publicly owned
company with approximately 1,500 stockholders in 38 States, Canada,
and the District of Columbia. Our company believes-and is proving-
that enlightened, efficient private industry can furnish high-quality
health care economically. We are convinced that our concept of a pro-
prietary facility operating under the most modern concepts of design
and efficiency is essential if the rising cost and other problems of medi-
cal care is to be overcome. The same concepts revolutionized the shelter
industry-we firmly believe they can do the same in the field of in-
termediate health care.

In the short 2 years since our organization we believe we have made
considerable strides toward this goal. We have opened seven facilities
with 660 intermediate-care beds and have under construction an addi-
tional six projects with 1,091 beds with 40 facilities, totaling 5,000 beds
in some stage of development in 25 States.

We are particularly proud of our accomplishments in assisting two
of the largest univeMit, hospital centers in the country to upgrade
their facilities. I would like to draw your attention to an article which
appeared in the Boston Morning Globe on October 20, 1966, photo-
copy of which is attached to this statement. This announced signing
of the contract for a $1.75 million, ;32-bed medicenter to be physically
linked with Boston University-Meical Center. Through the use of
an enclosed walkway patients will be transferred from the intensive-
care bed of the hospital to our medicenter. While hospital personnel
will continue to serve the patients in the medicenter, the cost to the
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patient for this service will be-reduced to aorxmt7 nehidf
ffi~o oitd hospital c",,mtl~oe-hrdo

arrngewtshave b~ ecidwt a~ebWnvr
BUY MeAdical Center in N ,ashville, Tenn. Ground was broken for a 173.
bed medicewier there. This micentor tadility will likewise beoomn an
additopilal arm -of the hospitl aloIng "-ontini~ed "60 '' k by' skilled
hospital personnel 'with~ drastic, reduction ini cost to the patient.-We 06e
currently.' competingl nz ations with the1 Universty of Alabama
Medicalsho for a medcenter in .Bhirmigham. This interoperation
*with a hospital center is, we f eel, a Wnqu6 iaproach'to the problems, f
ck~we opialaid lesal igcst.Tes Oki&e projet, nd other*
simla ilOpjects Still in th lnigSta%%e well istrate w~kcub
done with the kend of eniheeeffliienL organizatioh we arei de-

S'LjWU-Fiq6,is"t ~aIish,-through varius rOgtam, a nation-
wide operation providing un if orm quality care under rigid1j en forced
standards. Each medicenter must conform to quality controls, estab-
lished by the national, orgaistion th regulate' ever p-iase of con"structioni and operation ofthe facility from th6 select on'of t 'ite to
preparation of. dally -menus.- The economics of a uIforpI, IArge-Kcale
operaton allow subtaiftil c64t reductions'which are passW don tour

patients in lower costs for our 6drvioes.-
The inediQehiter program, is. designed to work in cooperation with

emistnlosiasan rinesv health care units' to provide

h ita d.4 4h h o he r h intenie~ msdv
a n 0sng !pe oathmar e*.ed can a or)exe. hr a 1ii0dP

cenerfailThas~ * e~ t81rs"6 th, voi bt 15f Jnvd x&nt e '
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berequie or und are toked paym dient er o he me n~

aenye Sbnmi~i oyhs fq ek ih4 hedealyp prte ilh~lz
cisti ofr t .th~~W~e biu is spci~ci lino~t ite, I t rom aost809, Ais
powsblt th s~ recpendAtion cpl expne o nl

eene cre faclte Am rox - s 'V ex rio o'cocerndwt'h
m"timnthut moga~ 0ian ing picin i f.s~~iu o6i

ent 6the ocial fo"un dmgr''ad te ttphat c~iabe
torqurd.t funddci~atiolpymet iit/ s
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President on March 1, i967, statd f %Och -of ..the cars, given in hospi-
tals could be given lowss oxpensively outside." The report "ls recom-,
mended 'the broader ol private and' ublie health. insurance t
include "stays in exten-e;sr f~iiies.Y-

Medicentiers of America Inc., respectfully- submits that such a me
quiremnent would drastiAUY iilt-if -not -entirely destrythe
abilt4 y of our organization as well. as others to meet -the rfpidly- ex-
pandig need for extended-care facilities throughout -the countryV-. If
extended-care 'facilities *such, aedicenters (averat-ge cost of $7,600

pr. bed) 4re not built, -then more acute. hospitals .(average'cost of
$261000 erbed) -must be built., Accordingly, we urge thecomittee
that -if M-ommissi onor Ball's prop~d- amendment enacted: it be
liMite to public finance inatit tons.,..

The question o ig depreciation was initially presented, before
the Seniate - coge Conmitte at hearings conducted in May 1966
to discuss -ro- hospital ismureent *-adelines with
officials o Departm alh n J elfare. The
transcript of these- h clearly Iexpresses ne Of officials

ofteDpaktmnent Eelh ducationi and Welfa ud of members
of the SjVato_ nc ommittee tha Woen be, to prevent
waste and' sucto. at r.t. as pad tW a rbe
fioed ith- lily fin -' it *oIns 1vmgd nation
assets whio r p with edo aon-k
strueti nts'and oter ne hd
situations here The n a
diminisRI resulting incw o tio- of leef so To
the "xte 'dereat on pro fu for of the iy
Suchde &PlAtion a ent e edic

wash atien Wiring dint 'on cfed with State.
plannn pea0o Wh we'1 sevia berem ied -

anwe ted to nooa pr-av
its merits,

The'obj 'onof medice tPo r amen entas6
includethep i'no A health id

We; ddca befi aisfi Nw .ned f
health gat~e facial 'a~ er oatrction and activ patio of
private, enterprise Ip contrct.n Tod 9 *magsuch pa 'Ci Atj ine of privtcai n b able tofree
a reas~onale ut,, ofoomsnrtr on t.iiivstet
Unlike the publicly finncdsttio *a6ost of erecting and
equipping 47 pmioprletaxb ieio ifcliit atsil"y reuires ver
suibstantil m rtgae -financing, h interest ow which must be paid
each month pAmd reguar roy op~pln*e

hiigh qahty,, mo~deartaco1s, emix e fawi no~~e~area-5
son:Xl- inv* en reukral if I adton th'rprt toder m~s

avalabe reens a th tiie hepeset llt7yen iso eolI 'U
tp~gs~'l1 6mh~~ lnig ht lerb4 r i~e
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expended when the obsolete facility must be refurbished or rebuilt.
We submit that this same protection is built into the proprietary

Prior to initial construction of any medicenter facility the parent
company conducts a feasibility study to determine the need for the fa-
cility. Where such a need is found to exist a franchise commitment is
issued and thee perator undertakes to obtain financing for construction.
The lender independently determines the question of need and the con-
sequential probability of successful operation. Most importantly, upon
completion of construction and commencement of operation, the pay-
ment of amortization effectively provides the funding for the proprie-
tary facility which Commissioner Ball's proposal seeks to require.

Such payment reduces the mortgage financing and, in effect,, pro-
vides a source of new financing for future repair or replacement at
such time as obsolescence occurs. Since such a facility has a useful
life far in excess of the 20-year mortgrge which is generally obtained
for its construction, the mortgage wil be paid ol, or at least sub-
stantially reduced long before The nbed for a large reserve fund arises.
When the mortgage is paid, the property, free of liens and represent-
ing a long-estabIhed, successful operation, can easily be re anced
if necessary to raise funds for; remodeling or reconstruction. If, by
this time the need for the facility no longer exists, neither the pro-
prietor nor the lender will invest in an operation proved to be

If funding of depreciation is required of the proprietary health care
operation, it is our considered opinion that few, if any private in-
vestors will be able to obtain mortgage financing and, of these, none
will receive a reasonable investment return. The effect will be to stag-
nate investor response to the Medicare program. Unless private indus-
tryis encoura to enlist its tremendous resources in the provision
of good health care facilities, we are convinced medical costs must
continue to rise and the health care needs of our population will not
be met, without placing an additional heavy load on the taxpayers of
this country.

Medicentere of America, Inc. therefore respeetfaliy submits that
the proposed amendment to the Social cuty Act reqirmg fundimgof deprec.ition for proprietary as well as publicly financed_ ospItals
is not in the best inferest of the health care industry and the Medi-
care program. Accordingly, we urge the committee to limit the pro-
posed amendment to publcly financed health care institutions.,

[pro- the MNoinin Globe (B6kon, Maw) October 20, 1 061 ,
DU Tums WIm ImNuwrgr IN NOvzz HounTAL Ui.lT

(By Alexander Uerbad, finan ial reporter) -  
7 i

A novel link-up between a aOn-Prot bo+pttd1and pdvat6 Industry cane into
being Wednesday with the ufol"g of a cpntidct for a $1.5 nlion ' interedlate
caw center at the BostiUniverNIt Medical Center.,

% Uhe new fteility, will lbe built *d operated by Medicentes of Amierlc,, Inc.,
, a:g~mt. wde animbe= o; pmilN toun4 h onr

at mamy frot while mavin tepatet a'good deal pione-
room rates at the Medicenter wil beabout $15 to $20,per d , |6 the hos4pItal

nW-doottheyaebtwe $45 and5T.
The redbon ft the dnetii difference in cost is the less Intendve care ptovided

'A the Modicpite, Patients Wil stay -in' the Wedicqter during 'the, r'ecoer
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period after the need for intensive hospital care has passed but before they can
return home.

The 282-bed unit, scheduled to be completed next Summer, will free a number
of hospital beds now occupied by those on the mend but not yet fully recovered.

The structure, to be built at the corner of Harrison Ave. and East Newton St.,
will be connected by an enclosed bridge with University Hospital.

Because of its affiliation with the hopsital, personnel from there will also serve
patients at the Medicenter. Beds also will be open to patients from other institu-
tions.

Much of the economy of t facility is traceable to less expensive technical
equipment, legs nursing care and easier housekeeping.

According to Wallace D. Johnson, board chahiman of Medicenters, some cost-
cutting Is due to volume purchasing.

Johnson, who Is also president of the board of Holiday Inns of America, noted
that both organizations use the same techniques of mass purchasing and uniform
construction.

"Look at It this way," Johnson said after the contract signing. "We are the big-
gest purchasers of teaspoons in the nation. That gives you some price Leverage
when you're buying teaspoons, doesn't It?"

The Medicenter is the second area of the B.U. Medical Center's operation to
be contracted out to an outside firm. In August the center turned over Its food
serves to Stouffer.

The Medicenter, being a profit-making facility, will be subject to taxes-a fact
which drew applause from Mayor Collin&

"At a time when the city Is desperately in need of new sources of income, the
agreement signed today by Boston UniveWty and Medicentere is a step toward
a solution of a most serious problem," he said In a telegram to B.U. Medical
Center.

"Congratulations ... for your concern, not only for the health of the citizens of
Boston, but also for the financial future of this great city," the mayor concluded.

Senator MCCARTHY. The committee stands adjourned until 10 a.m.
tomorrow.

(Whereupon, at 8:30 p.m. the committee adjourned to reconvene on
Tuesday, September 12, 1967 at 10 am.)
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TUESDAY, 8EPTEBER 12, 1967

U.S. SENATE,
CoMITrEE ON FINANCE,

WashWngton, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2221,

New Senate Office Buldng, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long Gore, Talmadge, Hartke, Ribicoff, Wil-
liams, Carlson, Bennett, ana Curtis.

Senator TxJwvoz. The hearing will come to order.
This morning our first witness was to have been Gov. John A. Volpe,

of the Commonwealth of Massachusetts; however, I understand he has
been delayed and cannot get here until later in the day.

That being the case, we will hear first from the Honorable John V.
L'ndsay, mayor of the city of New York. Mayor Lindsay, we are
pl.eaed to have you with us. We know of the school teacher crisis going
on in your city, and it is giving you some concern, and we appreciate
very much your being here today. We know that you attach great im-
portance to this legislation or you wouldn't be here, so you may pro-
ceed as you see fit.

Senator CAresN. Mr. Chairmant may I add my words of welcome.
We are very happy to have the distinguished mayor and former Mem-
ber of Congress in our presence this morning.

STATEMENT OF HON. IOHN V. LINDSAY, MAYOR, CITY OF NEW
YORK, ACCOMPANIED BY I T GIN0EG, OMMISSIONER
O SOCIAL SERVICES

Mayor LnmAy. Thank you, Mr. Chairman and Senator Carlson.
May I first introduce the commissioner of social services and the

designated administrator of the human resources administration in
the city of New York, Mr. Mitchell Ginsberg, who is at the table with
me this morning.

Senator TA.*Awm We are delighted to have you here, sir.
Mayor L r . Mr. Chairman and members of the committee,

everybody talks about welfare, to paraphrase Mark Twain's observa-
tion about the weather, but everybody wants to do something about it.

Certainly few of the people involved with welfare would give un-
reserved endorsement to th6 system under which we now operate.The recipients-among them the jobless,e the handicapped, the ipo-
erty-strckn- -don't like it, because almost no one truly wants to live
on handouts. The administrators are appalled by the paperwork and



SOCIL SECURITY AMENDMENT OF 19,.7

disillusioned by the lack of constructive results. And the taxpayers are
more and more resentful of the millions of dollars that are being spent
on pubic assistance with no diminishment of the welfare rolls.

The legislation before you, H.R. 12080, reflects that national mood;
it evolves from an understandable and energetic desire to redesign a
social welfare program that in many ways has been a philosophic and
financial flop.

We in New York City support the primary objective of this bill,
insofar as that objective is to reduce dependent upon the govern-
ment; to enable public welfare-recipients to leadconstructive, inde-
pendent lives, free of government maintenance and supervision.

The goals, admirable. It is, however, one that has eluded us for
decades, and experience alone should compel upon us a precise, real-
istic examination of the strategy by which the goal now is to be
attained.

Our review of the amendments has convinced us that many of them
will not work. Some will make our jobs more difficult. Others will make
them , ore expe ve...

In summary, this legislation contains elements that in our judgment
may have the ultimate effect of converting a deeply troubling situa-
tion into a thundering crisis. - . q •
. Before proceeding with our analysis of the bill, I should like to pre-

sent a brief review of New York City's involvement in social welfare.
Because of its enormous size and diversity, New York magnifies every
domestic problem common to the cotintr's metropolitan centers.. Ac-
cordigl1y, New York's experience may ;afford: the committee some
fresh insights into the many difficulties and few successes to be found
in this Nation's effort to provide for'the poor.

A fundamental, perhaps shocking fact is that New York City con-
tains as many hard-core poor people as there are residents of the Dis-
trict of Coluinbia., If. we count all those who live in the sections of our
city that have been declared poverty areas, the total almost would
match the entire population of the Washington metropolitan area.

More than 670,000 individuals are receiving welfare aid in New
York City, and that number is going up at an average rate of 12,000 a
monthM We :have budgeted $913 million for welfare costs during this
fiscal year, but it may not be enough to finance the icreasing number
of recipients. Our welfare budget, I might point out, has gone up more
than 200 percent since World War fl-the highest rate of increase ofany city budget ca tegor.: .!m sure you're frmiliar with the usual explanations for the spiral-

ing number of people on the welfare rolls One is that more and more
people are discovering they' are eligible for assistance. Another holds
that our increasingly sophisticated automated economy has thrown
hundreds of thousands of unskilled employees out of work and has
reduced, the demand f6r others entering the labor. market. The ex-
p lanations are sound, but they cannot account for the boom. tat-wel-
farism has experienced in, New York and other American c0i*0isq

The fore generating the rise in the welfare rolls of our cities are
of national scope.'Th cities have been victimized by -two com ple-
menitary movements: ,The first, is the exodus of midletass wit e
families and the industres that employ the unskilled and qmisk"led
from tbe large cities. The second is that automation in rural areas,
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often exacerbated by regressive social welfare policies, is driving low-
income families to the urban areas.

Between January 1960 and April of 1967, approximately 220,000
persons received welfare support in New York City as nonresidents
because they had not yet lived there for the 1-year minimum period.
The vast majority of these 220,000 came from other States. Lacking
the skills or education to maintain themselves out of poverty, most
were unable to find employment that would pay them a living wage.
By 1970 it is estimated that 20 percent of the city's welfare rolls will
be people who originally received their assistance as nonresidents, and
came from other States.

Jonathan Lindley of the Economic Development Administration,
has predicted that this trend will continue for at least 10 years. A
Fordham University survey of the Borough of the Bronx concluded:

The technological revolution In American agriculture, which has driven these
people off the land, is a national problem and the primary responsibility 'for
coping with It is the Federal Government

In New York City we are developing a whole new set of tools with
which to aid those receiving public assistance in their efforts to achieve
self-support. Many of these programs we have financed independently
while waiting for the Federal Government to assume its share of this
national res nsibility.

Through he municipal and voluntary hospitals, the health depart-
ment, and the Planned Parenthood Association, over 100,000 women
are now receiving birth control services each, year." We have won
authorization from the State to allow our social caseworkers to inform
welfare mothers of the benefits of family planning. At the same time
a program of neighborhood clinics operated by several city depart-
ments in conjunction with community groups is being established in
a dozen neighborhoods. By the end of this year we expect to be operat-
ing at an annual level of $1.5 million and to be reaching 50,000 now
not taking advantage of family planning services. At the end of the
second year of the program, these neighborhood clinics alone are
expected to give gidance to 100,000 women. I strongly endorse the
provisions in this bill to strengthen States efforts to provide family
planning.

The city now provides working mothers with 98 day care centers
where 7,000 children receive daytime supervision at a cost of $8 mil-
lion. We have budgeted $8.5 million this year for an experimental
family day care-Headstart program which will provide full day super-
vision for an additional 8,200 children in 800 homes. The program
will give direct employment to 800 women and release another 1,600to enter, job training proam and to seeI employment.

We have placed $10.7 million in this year's budget to fund the man-
power and career development agency.

The CIMMAN. Mayor Lin . y, may I stop you for a question
Lout the statement which you.jut made. You have involved there

I sa~y .r."women, 800 looking after these day care centers, as I

Mayor Yx~t. Released.
Te Q w . Who are releaWd to go to work. Now, that is a ttal

of 2,400. Now, how many of those women working inthat situation
would not be available to work if you did not have te program I What
your guess on thtt
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Mayor Lnmsui. I don't think any of them would be available.
The CHAnnRA. In other words, let us assume that you have perhaps

24 women, let's assume for the sake of argument that they are all
mothers.

Mayor INDmAY. Yes. That is a safe assumption too.
The CH ~?Or If that is the case, then where in one instance you

would have all 2,400 mothers tied to the home, you would be in posi-
tion then for 00 to go to work, and offer the other 1,600 the opportu-
nity to amcept training and work.

Mayor LInmAy. That is right.
The CIRMAN. So that,-hopefully 1,600 would be added to the

labor force, and one-third-you have ,40 to add to the labor force,
but 800 of them would be working to look after the children while
the other 1,600 would be a net gain for the labor force.

Mayor LmxiY. Also for the tax rolls; they would be taxpayers.
The CmmuzA. Yes
Mayor Lmmisar. It would mean increased revenue to the city and to

the Federal Government as well. Ideally, a system would be estab-
lished of living room day care centers i a block, where the mothers
who take care of the children in a neighborhood grouping would be
cid by the other welfare mothers who are released to work. It would

a cooperative effort, financed totally by the private sector, supple-
mented iases by partial maintenance, which we have
been experimenting with in New York in a demonstration program.
We have found that it works.

Ile CH ma. We have the good fortune, both in my office and at
my home to have people working for us who have children that must
be cared for, and they find ways to do it, but they don't have any
formal program to help with it, and there are perhaps a lot of other
People, as you are indicating here, who could use this to be a part of
he labor force and do something much more productive than to simply

stay at home with one or two small children. That is what you are
advocating..

Mayor Lnmw .y Yes.
The CHAnMA. If there is no one to take care of the child they have

to _tay therem
Mayor LnDAY. That is right. Not long ago we ran an experiment

in New York City. The city paid the Port of New i York Authority
funds to establish a training program for clerical and typing work for
welfare mothers at the port authority headquarters. One hundred
and eight welfare mothers were brought h into the program. The city
arranged for day car help for all of their children. One hundred per-
cent of them had children, and almost 100 percent of them had no male
breadwinner in the family.

After the training program of 16 weeks, in which the attendance
was almost 100 percent, all but a handful completed the program
and were placed with blue-chip corporations in clerical and typing
jobs where they are still working. Their record of attendance has been
excellent. In other words, the system has worked, providing'you make
arrangements to take care of the children.,

Senator.TaIm~dc. How much. did it cost per trainee to do that?
Mar LnbsAr. Well, that was an experiment, and it was expensive

leantgi you the exact cost ofit higher than it would, be
once you get rolling in the proper living room day care program. ,
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Senator TALMADGE. How long was the training period ? •
Mayor LMMsAY. Fifteen weeks. We are laying our plans in New

York City through the Human Resources Administration, of which
Commissioner Ginsberg would be the new administrator, to go into
the business of living room day care in the block in a very big way.
That can be cheaper and faster and even more effective than the
normal system of rather elaborate day care centers that are removed
in some cases from the immediate vicinity of the block.

The CHAiRMAN. One thing that somewhat disturbs me-is this idea
that all these mothers who are drawing welfare money to stay at home
have to be provided with a top paid job, that they have to be trained
so they can be the top secretary in your office. You know somebody
has to do just the ordinary everyday work.

Now, if they don't do it, we have to do it. Either I do the house-
work or Mrs. Long does the housework, or we get somebody to come
in and help us. but someone has to do it, and it does seem to me that
if we can qualify these people to accept dny employment doing some-
thing constructive, that that is better than simply having the" sitting
at home drawing welfare money with one or two children who may
theoretically -

Mayor LINrSAY. Correct.
The CHAIRMAN. That is an inefficient use of labor.
Mayor LiNDsAY. Well, we found that these women want to work.

One of the problems has been for a wife or mother with three or four
children to get to work and getback from work and to arrange for
her children to be taken care of. In many cases, the work that is pro-
vided doesn't pay them enough to live, or for their children to be
taken care of. These women do not demand top jobs. All they wish to
have is a, living wage.

It is true that the past welfare system has been ridiculously rigid,
in that it has been all or nothing, and it is true also that in many areas
of the country , a welfare mother is in a better position if she hasn't
worked than if she did work. I say better position. It is still substand-
ard, but employers have to understand that in the case of people who
have never been exposed to the world 'of employment, and a welfare
mother particularly, which is most of the cost problem that we have
in the .Nation and in New York, you cannot regard this as a 9-to-5
proposition, because the problem is far beyofid 9 to 6.

We have placed in New York City, $10.7 million in our current
budget which funds the manpower and career development' agency,
within the human resources administration. All job training programs
funded through this agency give the highest priority to providing em-
ployment for those now receiving public assistance.

We have established in New Yik City a series of 18 neighborhood
manpower centers and integrated ito the work of these centers the
formerly indepenaent division of employment and , rehabilition of
the welfare department, thus making far more efficient use of the lim-'
ited employment resources available and greatly expanding the ranges
of jobs open to public assistance receipients.

We have, in cooperation with the city's voluntary ! oial Wagn ie,
created a child-care system that, sheltergrabOdt 22,000 homeless

88-81 0-47--Ot 2-26
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We are doing everything possible to find the absent fathers of ille-
gitimnate children and, require them to contribute to the youngsters'
support.

We have begun an experiment with an economic incentive to allow
welfare recipients to keep the first $85 a month they earn, plus 80 per-
cent of any additional income. This form of economic incentive may
be the most effective way to reduce welfare expenditure and encourage
independence.

TheCHAxuw. You know, Mr. Mayor, it really does cause a lot
of business people nd taxpayers t become extremely resentful of
our public welfare programs when they try to hire people and those
people won't go to work because they say they will lose their welfare
benefits. I am talking about people who are able to work, and who are
qualified to at least be a part of the labor force but who say that they
can't go to work because that would jeopardize their welfare pay-
ments. It is pretty difficult for the businessman who has a '"elp
Wanted" sign out in front of his business to be told that there is no
help available to him because they are al drawing more in welfare
benefits than they would get going to work for an honest day's pay, ata time when he is trying to make that business succeed. He has to pa
taxes for welfare, but at the same time he can't get anybody to work
because they are drawing it.

Mayor _Ln_ aY, Well, in 99 perch t- of those cases the reason is
that ge job that is open to that particular personpays him a wage
that--after work-related expensesoes not provide a better life.

The CnxnuMu. That is why we ought to amend this program to
work out some middle ground rather than this all-or-nothing approach.

Mayor Lrme-r. Correct.
The CI~wAxt. A change so that a person could draw part of his

welfare payment and still proceed to have earnings from work as
well as doing somethi which would lead to greater earnigs for
him as he learned how o do the job.

Mayor LImA-s.. Absolutely. It would save the taxpayers a great
deal of money. We have found in the demonstration program that we
have been rennin in New York, which permits the welfare recipient
to keep the first $95 plus 80 percent of any additional income, is work-
ng. It leads to a reduction in cost.

Senator TAiAw. 'L Mr. Mayor, on that point, assume you have a
mother with three children. What are the total benefits she would
receive in the city of New York under those conditions, under aid to
dependent children? .

Mayor Lrn ,x. Mr. Ginsberg tells me it would be about $2,850,
not counting medical allowances.

Senator TAiLmmaD In other words, about $226 a month so she
couldnA take a job earning less than that without forfeit her wel-
fare benefits. In other words, if she took a job as a maid in the city
of New York at $60 a week, she would be better off not working than
she would be working. t c S has

Mayor I nS&. Because 0f the children. She has to make provision
for thc~idrn.

WThe O'ir. Now withgarid to that very mother--- * 0
Mayor LuniAy. And don't forget commutation costs.
Senator TAUUnou. I beg your pardon?

1128



SOCAL SEC"T AMeNDMeNTS OF 1967

Mayor LrnDsAT. Don't forget commutation costs--travel costs.
The CHAnuWAN. Now with reprd to that very mother, it is quite

possible that she might do domestic work for 4 hours a day and make
this amount of earnings. If you had some arrangement where she
could keep some substantial portion of those earnings then she might
find it to her advantage over and above the cost of getting back and
forth.

Mayor Limmmt*. She will work.
The Oaxu mx&. "Yes.
Mayor LiMMAY. She will work. She will want to, work, definitely.
We are providing supplemental assistance to families rin which the

breadwinner is fully employed but does not earn -enough to support
his family. With no Federal assistance the city and the State together
are supply meeting the income of!1, 000 heads of families, who in turn
support 65,000 individuals. We mae up the difference between what
the breadwinner earns and what the minimum welfare allowance
would be for such a family if the adult were unemployed. It costs us
$W million a year.

But if these programs are to work-any of them-they cannot be
forced upon the clients. We can provide day care facilities, but we
cannot force a mother to turn her children over to them. We can de-
velop employment opportunities, but we cannot force a person to take
the job and expect a satisfactory- employee; in all likelihood, an un-
willing worker will be fired. We can offer family planning advice, but
we cannot, and should not, force a woman to accept it. _

The CHAIMXA. Mr. Mayor, that is one thing that does concern me
a little bit about the work-part of it. With regard to unemployment ini-'
surance, we talk about something a person has earned. He earned it
by. working for it, and he has a right to'expect it-somewhat different
from welfare.

I just hope we never get to the point where everybody has a rightr-
able-bodied people have a right,-to expect welfare payments although
they decline to work. It seems to me that the rioht to go hungry, if
you don't want to work, should be preerved in this country. - ,

Mayor LDAxiw&. I think, Mr. Chairman, the best answer to that is
some of the facts and figures which I am about to give you.

The CnAawuzN. But why wouldn't the same logo &ipply.--
Mayor LiimweA. The fact is that if New York City is any test of

the country, that there are not numbers of people who have job 0
portunities and refuse to take them because they don't want to wor,
and therefore'are on the welfare rolls.

The CiiAmut N. But is there anything voluntai7 about concerning
a man or a woman during unemployment insurance benefits? If
decent employment is offered to them and they decline to take it, they
just don'tgetunemployment insurance.

Mayor LmnSAY. Utder the present law in New York, no4 one is en-
title4 to weifire who is in Ahe, position to work. They are not titled
to it.If you are able to work, you must *ork, Otherwise, y6u are not
entitled-to be onthe welfare rolls.-.;---,

Thi is ,. preolent aw.et me ge you some fac tsand figures her.
Tiismy p.p rooe .

The bilefl aru l 0 i0 anfd It i runfotunatesm
I man it is a &Walshlef, but It still exits that the welfare rolls i
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New York City and in other cities are burgeoned with the lazy and the
shiftless-in other words that able-bodied men and women who should
be Working are on relief. The facts don't substantiate the stereotype
that so many people have.

In a spot review of the 600,000 persons who were receiving public
assistance in New York City at the end of last year, we found:

Seventy-nine percent were children and adults caring for children.
The approximate breakdown was 98,500 mothers and 800 000 children.

Fifte en percent were aged, sick or disabled and wholly unable to
support themselves.

Two percent consisted of families with an employed male with an
earned income so low that he could not support his family at a
subsistence level.

Four percent were potentially employable persons unable to obtain
a job because of inadequate skills or training.

Of this last 4 percent or 24,000 men who are technically considered
employable, only 2,600 ave enough occupational ability to move into
employment without considerable training and rehabilitation. I think
those figures are compelling.

About 48 percent of the 24,000 technically employable men are con-
sidered ready for training or remedial education and are either in-
volved in or are awaiting assignment to such programs in Now York.
The remaining 44 percent of that small percent who are technically
employable are so disabled as to require massive counseling, rehabili-
tation, health services, close guidance and long-term followthrough.

I might note that this basir and enormously difficult task-findoig
jobs for those who cannot now qualify for jobs-is the principal aim
of the National Urban Coalition I and other mayors are organizing.
It has become frustratingly clear to me as a ma or that the public
sector cannot marshal the resources-in money andin brains-to move
against the problem. But the private sector, which has given a nation
the world's highest living standard and yet has not been brought into
the fiwht against poverty, can get results far exceeding governmental
abilities.

If the commercial and industrial giants of this country will under-
take a total effort to provide training and employment for the poor,
I think we can make ourpresent efforts look almost rudimentary. The
institution of that commitment is underway, and we in the cities have
high hopes that it can succeed where we have so consistently failed.

The concern for the Nation's public assistance program that is
expressed in H.R. 12080 is a concern we all share. The Conress, the
ta payers, the social workprofession, and the poor themse ves have
witnessed the weaknesses of the program over the past 30 years.

The public assistance program was designed to provide basic finan-
cial support for the destitute, as well as services to encourage self-
support where possible. On b6th counts, it has clearly not succeed:

support payments in most States are too low to sustain even a
minimal, decent standard of living.

The method by which these payments are delivered encourages
feeling of worthlessness that lock recipients into dependency.

And the complex administrative structure prevents an investment
in the time and Skill required to offer constructive help.
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It has been demonstrated amply over the years, we think, that more
investigations of eligibility are not the answer that forced work is
not the answer, that removing children from their homes is not the
answer, that denying Federal assistance to intact families is not the
answer, that arbitrary caseload ceilings are not the answer, that in-
creasing the stigma of welfare is not the answer, that welding services
and income maintenance is not the answer.

The Nation has 80 years of experience with these devices and the
results are plain. They have not succeeded in controlling the caseload
and they have not helped people. I submit that it is equally evident
that some of the provisions of H.R. 12080-adhering as they do to the
familiar route of control and threat--will fail. Aside from the moral-
ity of penalizing children with the proposed ceiling on the aid-to-de-
pendent-children caseload, removing children from parents who de-
cline to work, and forcing mothers into work and training that may
not be appropriate--there are also questions of practicality and effect.

At a time when we are agreed that the problems of the urban com-
munities pose the greatest challenge to our domestic policies, we are
in danger, through this bill, of striking at the very group most in-
volved. The fine programs now under discussion in the areas of em-
ployment opportunities, better housing, improved police protection,
revitalized education, and more accessile health programs could in
large measure be vitiated by a return to more restrictive, coercive
methods of public assistance:

The House-approved freeze on the number of AFDC recipients at
the January 1967 proportion of the State's entire child population is
harsh and self-defeating.

The fastest growing category of public assistance has been the aid
to families with dependent children, AFDC, and I endorse the intent,
expressed by the House committee report, to "reduce the AFDC rolls
by restoring more families to employment and self-reliance."

However, the means to this end is not to put an absolute limit on
the number of children that a State may have on AFDC recipients.

For NewYork this would create three equally unacceptable alterna-
tives: • :.1 . I

The city and State together could pay for the overage without Fed-
eral aid, which would add $50 million a year to the costs of the pov-
ernmental units least able to pay. That money would have to be taken
from other municipal services, and I need not remind this committee
that one of the chief agonies of the cities of the Nation today is the
agony of their operating expense budgets to provide ordinary serv-
ices to the people of this center-core, hard-core city areas that axe en-
joyed by the entire region as well as by those who travel through and
visit these cities.

The second choice left to us is that the children who exceeded the
limit would receive no assistance, thus compelling their families to
somehow stretch the funds they presently receive, which is impossible,
which once ain puts the buien directly on us at a time when we
ought to be going in the oppsite direction.

The third choice, would be to somehow force off the welfare rolls
aiffiient number of families to remain-within the quota. Ono6 again.
we have to make pi*ovisidn because we cannot allow peopleto starve.
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Ninety thousand New York City children would be affected by this
legislation in 1967-68.
The report of the House Ways and Means Committee has estimated

that theHouse-passed bill will reduce the AFDC rolls by about 300,000
sons from its present total of nearly 5 million. Since we have found

that fored work, coercive paternity searches and other restrictive
measures do not, in fact, lead to independence from public aid, the
attainment of this reduction is highly unlikely. Even if we were to
believe in it as a matter of rightness or morality or principle 'and
apply all of the forces at our command to its implementation, it still
would be impossible and would not work.

But even if the bill's restrictive provisions were to be effective in re-
ducing the number of recipients of AFDC, these are likely to be the
results:

1. The removal of children from parents who decline to participate
in community w,)rk and training would merely shift the financial re-
sponsibility for their care to another part of the program, at a higher
cost Foster care, whether it be an institution or a foster family, is
far more expensive thanAFDC.

2. The removal of Federal participation from post-freeze AFDC
cases would open up a series of undesirable alternatives: The financial
burden for the care of destitute children would be shifted to the States
and localities that can least afford it. States with well-developed pro-
grams and commitments to their poor residents would be penalized
for continuing to help; poorer States would be forced to reduc their
payments and develop even more punitive and restrictive relations
with applicants than they have now.

Finaly , prsons who were unable to conform with the requirements
for Mice they cannot be left to starve in 20th century Amer-
ica-will have to be absorbed into other programs., I repeat: It will
cost New York City and New York State a combined total of at least
$50 milon aear to do so..S8.. The children who remain covered by the AFDC program would
be penalized, as well as those who are unqualified merely by virtue of
their numbers The effect of disqualifying children who exceed the re-
quired numbers would be to reduce an entire family's grant. For ex-
ample a mother with three children may today receive p20 a month,
or $0 a per person. When a fourth'child is born and exceeds the num-
ber to be covered, the effect would be to reduce each grant to $40,
thereby penalizing the other children.

4. he multiplication of areas of discretion in the delivery of public
assistance and the added sanctions on individuals will most certainly
aggravte tension -in .ghetto communities where residents are -just b -
g g to organize in their own behalf. The experience of most urban
antipoverty programs has been that a high percentage of time and
effort is spent in defending the poor against unreasonable, arbitrary
public welfarepolicies..

The.ommittee "port, however, makes it plain that such progressive
contributions as Federal support, for day care, train' and employ-
ment pows, foster care, family planning, and faily counseling
are inlud in the bill only as specific devkes for, reducing the AFDC
rollsi.'Tey ax e no intended to encourage citite and States to .apple
with the massive social problems that face our urban communites
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With respect to the provisions for mandated community work and
job training, I doubt that the House bill can achieve its objective
by requiring participation in job training and employment to qualify
for public assistance.

Senator GoRE. Mr. Chairman, may I ask a questionI Mr. Mayor,
I agree with much that Iou have said. I wish to explore with you,
however, your view of, the possibility of providing work for these
24,000 employable men in -ew Y6rk City to whom you earlier re-
ferred whO are now receiving welfare payments.

Mayor LINDSAY. Potentially employable. * I
Senator Gopx. You mean by that I take it, they are ablebodied.
Mayor LmNAY. Yes, ablebodied with severe problems, however,

whether it be a partial illness through narcotics or whether it be
some handicap by total absence of education as to have very limited
ability to read or write. The commissioner reminds me that 50 percent
of this particular group is functionally illiterate.

Senator GoRL Illiteracy is not an impairment for labor.. +
Mayor LiNDSAY. That is right.
Senator Goim. It may be an impairment for employment in the

private sector of our economy at the minimum wage. But this country,
by act ofCongress,, with approval of the President, adopted a policy
of full employment This full employment policy'does not distinguish
between literates and illiterates. You have said that' many things
are-not the answer, but you haven't provided us with an answer yet.
You have eliminated a number of things and I am inclined to agree
with you on these. But I would like -to find a os itive answer,

Now with the adoption of a policy of full employment, which we
have never implemented I would like to know your views on a posi-
tive program of pividing work for a man who is ablebodied maybe
not too well prepared mentally, but unfortunately they are witb us-
at a decent wage, if; not-, in private, industry, thr~uhsupplenent,
subsidy or otherwise in a public wor ke program to build more parks
in New. York City; more sidewalks, plant a few, more trees, reseed
some ofi the worn grass areas. What would b your views ink that

'MyrLuWm'. You, are vight Jt me pave y6u, a couple of speific
examples The other dayt ir opened up, without a dim of Federa orState money-a portion of the Brooklyn Nay Yard which had, be
one area of unemployment thanks to the Federal Government with-
drawing that fmfity forJ Ppob rtunitis in NewYork without oom-t

tion, and then reqar" us to p4 for the k quisition of the land.
Weiade the portion awilale forJob opportunitles. We opend it-up
to 570 ghetto peple fo on-the-job traifimg.They -ae id as they re
trainedfor traler-truck, fork, trneikindtaxabdOlv ,'thrynigh a
manpower training program ru by our manpwer commission tin
tli human; resources admiistrati&on toibs ty"eofithing 1e ire

gpri ~tgmgu hoittheniecjtyIut,0!cdepai_rtment, for mple, ea op gup na
ot dwopof iihthawe tra gin bai

~ and &*tm hhls a ~e ass hmtuj igh
d~~iq o1 p6li1e

other areas of city agenies. itliudo
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beThis past summer we have had 41,000 young men and women
between the ages of 16 and 21 employed principally public service
type programi-n the parks, playground, Aospitals, government agen.

e of various kinds, and some in the private sector, paid by public
funds.

In this 41,000 number is the Neighborhood Youth Corps category.
With the end of the summer I should like to add, 80,000 of those
come off the rolls, and no provision is made for them, which is the
reason why I have been pleading with the Congress and the Federal
Government to continue the Neighborhood Youm Cosp a on a
year-round basis. We will absorb many of these teenagers into public
service t work in our city. But there is only so much that we can do
with ourTlmited resources.

We find that as we continue in the area of job training and job
placements, It is expensive, and we need more. The Scheuer pro'am
is good, and we are making maximum use of it in New York City.
There are Federal funds that enable us to train people, and assign
them to productive jobs.

Butit is not cheap to hire people for sweep-up campaigns or to put
them through training programs in order to make them literate, and
to expose them to itutions, public orprivate, that will give them
further training and put them on the ladder toward career potential
Jobs.

We are organizing a local urban coalition in New York, in order to
interest the private sector in the importance of training programs for
the bedrock por. It, will be expensive, but we are trying to persuade
them it is to their advantage to do so.

So between the-publio commitment and the,, I hope, increasing pri.
vate commitment, we think we are on the track. The Congress could
help by moving in the direction of the Clark bill on manpower train-
ing. The bill could help instantly by not putting New York in the
position of having to drop off the payroll 80,000 young men at the end
of the summer. We will have to find positions for them someplace
because our guess is that in New York a minimum of 6,00 will never
see the inside of a schoolhouse.

, They have dropped out of society, and they have no connection with
it except for these jobs that we are able to provide, and that is true
in every city in the Nation where they need help on the problem of
hvmg the necessary funds to provide jobs and to train young men
for pulio jobs. The private sector ought to be induced and persuaded
by various means to do thesame,
ISenator Go. I expect to support the Clark bill because it does
move in the direction of a positive answer to the pr olemof employ-
ment. I take it by your remarks that you are favorably inclined to.
wardit" .

Mayor .ImsA. Absolutely..We find, Senator if I may interrupt
again, that thig like the rental yroqram, automobile and truckdriv-
mg, are so useful. Our city is doin'gt again without assistne frm
other governmental groups in the'area of nurses and, technical assist-
ants, *hero we are taldng ghetto people, 99 permit black or Puewto
Rican, and, paying them at our taxpayers' expense to bb trained for
hospit aid and tehnical aid jobs In our massive hospital system. J
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We have 21 city hospitals in New York' and to staff them is a ter-
.ribly burdensome thing, and We are reaching into the ghetto com.
munities to train women and men, in order to put them at least on the
bottom rung of the ladder so that there is the hope that even some of
them may eventually become registered nurses.

Most of these programs we are underwriting ourselves. Between that
expense and the costs of collective bargaining and the costs of public
employees, I don't know where we are going to find the funds to do
it and stay afloat,

Senator GoPm I would like to direct your attention for a moment
o. perhaps a tangent of this overall problem. A great many people

with whom I talk and who express considerable impatience at what
they call the welfare state think of pick and shovel jobs as means of
employment. I think I may have erred in that direction some years
ago in; expressing an estimate of the number of pI who would be
employed in constructing the Interstate HighwaylyEdu. o

Wonder what you would think the difference in cost would be in
constructing the Ifiterstate Highway System if we maximized the pick
and shovel instead of the mass machinery system by which they are
now constructed I

Mayor LINDSAY. enator, you are talking to the wrong man, because
if you take all that money you have been putting intohighways and
put it in mass transit in cities, we would b in better shape

Senator Gonu. That is an entirely different tangent..TIh point I am
trying to make is that with the increased mechanization ofoonstruc-
tion, whether of streets and highways, sidewalks or buildings, there
&r, perentagewise, relatively fewer and fewer jobs for the un.
learned-

Mayor Iwosiv. Righ,'
Senator Goiw- The unlearned man.
Mayor LrMSAY. That is true.
Senator Goiw. Not many contractors want to turn over a $50,000

piece of machinery to an illiterate to operate. It requires some in-
tellectual acumen to work in the construction industry now, though"
there must be some jobs yet available to these 24,000 of whom you
speak,

Mayor -Limy., There are, and there are many jobt 'vhibh many,
Vople would regard as Pure pickkand shovel-type jobs, manual labor
jobs- but 'whlch are very, very good jobs. Most of them are within the'
union structure, as you well khow and it depends reall .'

If a job has attached to it an aquate hourly ratei it tak on a new
status, even thouah it i ay hot have the appearance of having a greatcareer potential athed 1 It. A good electrician may be an eoctrieian
all, his life, aid not advance& necessarily into the superViso or
mngement rolls, but he is satisfied. He is getting a'god Vage bike.
wis a peteonwhoi1s a etiantenmnceman filling up p 01hol. in
thecity of New York is In the same category We have a mssve hway department in New York with 9 eat many people engaed lin
street mainten e. AlthoUgh thrOdh h 6 unicpad nlot s tre
th am Ouihns to -tht *all evy heao tswhey" n w the' b gi c

up, the fausf the mattr Ig that tey hegood
mnain their families rsoably iozhrtaby &oe ladte
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Senator Go.m. We have discussed one partial answer. I said earlier
you have eliminated a large number. What further positive suggestion,,
if not in the nature of an answer or in the nature of a positive approach
to the problem, can you give I

Mayor LINDSAY. I mentioned one specific, the Neighborhood Youth
Corps on an ongoing year-around basis. I picked that out because it
has proven its worth. It really is noncontroversial. It is-not like com-
mUmty action programs which are very controversial in the Congress
and elsewhere, so it is doable, it is specific, it could be done tomorrow
by the Congress.

(2) Manpower training money, such as the Scheuer program, ex-panded in the Nation generally, and we are expanding it locally in
New York and funding it. Both of these are job programs, and go to
the question of jobs.

(M Legislation designed to provide the carrot that the private sec-
tor needs to get moving in the ghetto areas of the big cities and all
the cities. I shouldn't use the woids "big cities" because the city prob-
lem is a common one regardless of its size these days. Such legisla-
tion that would be an inducement and an enticement and an encour-
agement to business to do two things:

(1) Hire and train persons that; up to now they would not be
willing to hire and train for productive employment., -

(2) Construct in ghetto neighborhoods for their own uses.
(8) Take into partnership in that construction or investment indi-

gent people by .means of various devices including banking devices
that will mAke it relatively easy for indigent people to borrow suffi-
ciently to begin their equity ownership in whatever portion of the
business might be located in their area.

(4) Don't enact amendments of the type that the other body shoved
into this bill, which is the subject of this conversation today.

Senator GoP. That is not positive. You have eliminated that al-
ready. I am miclined to agree with you.

Mayor LnosAy. Further on the positive, fully fund model cities.
Step up your urban renewal commitments. Urban renewal almost
has a bad name these days because it is thought of as being a bulldozer
technique, but that is changing very rapidly in cities and is changing
in our city. It gives us a tool to work with that is very important.

And finally, step up housing commitments in general,. because, if
L could point to one area of specific need in our city, and I believe
this is probably, true in other areas too, other than jolbs, I would put
my finger onthe uestion of housing.

Senator Goom. Thank you, Mr., Mayor. Thank you, Mr. Chairman.
Mr. RsicOV. if Senator Gore has, covered this question, please

don't feel that You need answer it, Mayor Lindsay. Ii talking about
job training, if New York had the money today, how .many lobe
would you be able to fill with people who aren't basically trained, in
&;r -arks, your, ljbri4es, your schools, your colleges, your streets?
W as -hiscovered at all

Mayor IdiXD8AT. No. The number of. persons that with pr~pet train.
m.could be intrOdheced into the- job area and held'to it was not spe-

l Aetoned.:.The oaswer to that in part depends n how suqM-
cient your training program ari geaed up to tram them.,
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In many cases training is the key and education and teaching is
the key. Possibly before you came in I did mention some of our police
prog ra for school dropouts, which is highly individuaJistic. Here we
are talking about 800 or 400 youngsters who have to be taught and
educated, before they are in a position even to qualify for police
egmjination;,
* We could tomorrowflind Vork for youngsters between the ages of

16 and 21, males, which is the Neighborhood Youth Corps age, proba-
blyfor up to 400,000 young men in this caWtegory, we went up to 41,000
on Neighborhoed Youth Corps this sunmmer and our manpower peo-
ple were telling me during the course of the summer that they- be-
lieve.that they cold fill alotsupwards of a quarter of a million ift
we .hadthem.

Senator' Rwoo . A quarter of a. million people in the "service"category? . .
ayor LisDsax. If you went beyond this into women and men over

the age of.21, you- have got another quarter of a million at least, so
you are talking i the areas of a half million to , million jobs alone.

he urban coalition called for a million jobs; immediately.
Senator RnumoFF. A half million to 1 million would reduce the

unemployment in this category to what -percentage,' in New York
alone , - 2 - -

.

Mayor INDeAV. Let's talk in the area of welfare.'Our total welfare
number is almost 700,000 individuali. The male ahd female percentage
of that' in numbers who areiover the age of 16 would be what?

Mr. GiNsEm. Better than 150,000..
Mayor LimAY. --Call it 200,000. Then add to that the :200,000 or

300,000 who are not on the welfare rolls but who could be, and you
have got a welfare situation of persons who might otherwise be in
the job market of close to half a million. Add to that anothei category
of persons who are just outside the welfare area but, in definite need
of public assistance of some kind'such as medicaid and you have an-
other category.

Senator Rwxoo. Mr. Ginsberg can answer this if you do not have
it at your fingertips. I would like the numbers for whom 'you could
supply Jobs in the "service' category, private or public service. I
am talking about private hospitals; I am talking about private col-
leges and universities as well as public. Have you any idea What your
welfare costs are to maintain the same people who could have jobs
and be paid week's pay, how much thisis costing you and your wel*-fare budget? ,+.. .+ ..+ ++,+ .+ + -

Mr. GiNSBmR. Well, if we-could find places for 50,000 people, let us
say,in the kind of jobsyou are talking about, that Would be roughly
about a fifth of our welfare costs and that fifth Would be close to $200
million. ' , oth.r

Seliator Rmioo, +'n other words, you could substitute $200 million
of welfare payments for people who are just receivin payments alone,
for doing nothing and givei themrea job!for the sime$200. millionI
Mr,. Gnrssi. Yes,. I think if we had-'that money, we could find

those jobs'in the public sector counting the two dategdries that you!
have mentioned.1 would not hold it to an exact'-figdre but givev a
period of time you could put 50,000 people in for the amount you are
talking about. .-
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Senator Rnoonr I personally believe you are one of the outstand.
ing welfare administrators in this Nation, and now you are about
to assume more important responsibilities. From your observations,
what happens to an individual and his family who has a job; receiv-
ing his own week's pay and doing what he wants with his money as
against the same person receiving a welfare payment whose budget
and his ependitures are supervised? What impact does that have
on the individual and his family.

Mr. Gnrto. It is two different worlds, Senator, not only for him
at that moment but in the future, too, because when you have them
on welfare you build up a situation where the evidence indicates pretty
clearly the children ultimately end up that *ay also. You build up
a feeling of dependency which is not their fault, but which you have
built into the system and so literally you not only change his life in
that but you are changing the life of families to come.

Senator Rwxoorr. Is not-the problem that we are facing in America
today, one of the bnasic problems contributing to the violence of the
cities, is that affluent America does not understand this world I

Mr. GiN5mm .Exactly.
Senator Rnaoorr. Ii other words, this is a world all of its own

that no matter how educated no matter how sophisticated or knowl-
edgeable we are, is completely beyond the ken of American society.

Mr, Gr~suw. I say it is a different wold, Senator.;:
Senator Rmorr. Now, basically what you I are trying todo, what

we are talking about now in this conversation, is how to tie that world
and make it like the rest of America.

Mr. Gnsmo. That is right,
Senator Rrnzor. And the key to that is jobs.
Go back to another phase of the House bill, in which they are

limiting the number of children with respect to whom Federal pay-
ments may be made, and I read, "Notwithstanding any provision of
this act the number of dependent children who have been deprived of
support," et cetera, "shall not exceed the number which bears a ratio
to the total population of such State under the age of 21," et-cetera,
et cetera. You now the clause I am talking about.

Mr. Gnrsmo. Yes.
Senator Rnxoorr. What is the inmigration to a city like New York

from the Southern States today of women without husbands and
with children.
.Mayor Lmm Y. The immigration has always been very substantial

from Southern States to New York City and also from Puerto Rico
to New York 0Ay. That immigration has decreased in recent Iears,
for two reasons. &S, a higher rate of industrialization in the South,
and the attraction in the North of smaller cities, other cities, and also
suburban areas around New York and around other cities.

The rate of persons who are on welfare or become welfare recipients
current tly m. inrom the South would be what ISMr. (*ismG. Four'e'ent; about 80,000 a year.

Senator Rzaioo . 80,00, year. Do you have a residency require-
ment in New York.

Mayor Iamey, No we do not.
Senator RmnooY.Vor receiving welfare payments ?
Mayor LnnMAz No.
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Senator Rwmoor. Suppose the Senate adopts the House provision.
Do you see then an influx into Stat6s with higher welfare payments
of that segment of the population that is closed out of receiving bene-
fits under-he H6use bill I

Mayor LasmT. Yes; we do.
Senator Rmoour. So, In other words, what this would mean, that

if you closed out welfare payments because of a rise in percentage of,
illegitimate, children, in certain sections of the country, in relation to
the population, that immediately these families will flock to the north-
ern oliif, • , • •,

Mayor ImmAr. Yes.
Senator Rmoorr. Compounding the difficulty.
Mayor LIDAY. Yes. 1
Senator-Rmbowr. There is no residency requirement, and apparently

the Supreme Court-
Mayot Litw*Ay. It would not make any difference if we did.
Senator Rmxcorr. If you did or not, you assume the burden of

pax g.
mayor LNXDSAY. We still have to assume the burden of taking care

of poor families and in fact even that percentage of those--let us hit
this on the, head right away: A -year's residency under any ciroum.
stanoesis hot going to change ating 'Te toa prentg ofwl
fare-people in Wew York City who have been in New. York City less
than a year is less than 2 percent, and of that figure, the same average
apphes between men and women as applies for thoee that are theke
more than 1 year. In other words, 80 percent would be women with-
out a male breadwinner, and even if you have the residency require-
ment, we would have to pixovidc for the subsistence of those persons

Curiously enough, the other night I ,took Mr. David Ginsberg,
Executive Director of the President's Advisory Commission on Civil
Disorders, on a tour of. the oity, We were in B wville during the
evening at one poit, which is adjacent to Bedford-Stuyvesant, andby ompa prison makes Bedford-Stuyvesant look like Fifth Avenue

and 77 Street. That is how bad Brownsville is in its deterioration,
and poverty.

We went into one tenement, the conditions of, which were ind-
scribable, and interviewed a very bright young Negr woman, wm
three or four children, no male -breadwinner aond. und.She M, come
from a deep Southern State to New York. I said to her, "Why did
you come to New YorkI" She said, "To get a better life." I said, "Do
you think you have found itt" looking around at the conditions under
which she was living., She said, "Ya." Her. answer somewhat sur-

I said "Would you like to work 1' She said, "I certainly do and I
was working last winter, but the summer ishereand school ismut nd
I had some friend who helped me with the younger children "

I aked "I 6o ant find a -friend: or arrnem taaub d,
VT ' t10kfor aJobt I

Now, that story probably i common to a great msny t yrea

Aid I sure'that n.ntional program that ereat tneUytb M
or another or anows within Sttes uneven conitloid, t9 ex34 xpgemn;

to enourage people to, move from one_ Part Of the n t another
because they thin they aregoing to achieves aer 111&.
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Senator Rim0on. How many youngsters can you accommodate in
the various day care centers, both private and public, in New YorkCitayt

ayor Lm sAY. We are now accommodating a total of, what is thefi rt

r. Grxs.Bmo. We now have between 7000 and 720. We could-
there are easily 100,000 kids who need that care and their mothers
would then be able to go to work if we had the money.

Senator RnmouF. In other words, you find a definite tie-in betwwa
the number of children that can be accommodated in day care centers
and the potential of a mother being trained and/or finding a jobI

Mayor LNsAY. Yes.
Senator Rmoon. In other words, if you could accommodate 100,000

children in day care centers, how many families could be taken off the
welfare rolls I

Mr. Gnmm. 100,000 children, Senator, would be 25,000 more
families.

If I may say so an employment training program without day care
does not have a chance M the world of working. a

Senator RimoF. In other words, the question comes if we are going
to pass some laws, they might as well -have some coordination and
meaning. To say that you are going to require a woman to be trained
and women to have jobs, if you have no places for the children, then
we are making ourselves ridiculous

Mr. GisBmm. That is right.
Senator Rmxoon. And we should save the money.
Mr. GnasBzw. That is right. a
Senator RimonF. And not put a requirement into law for job train-

ing, if you have no place to place the children.
Mayor LIrmAy. That is correct.
Senator Rniioon. Arid yet if you tied up day care centers, and had

accommodations for the children, then suddenly and finally you could
start giving some meaning to the training and start moving people off
of relief.

Now, in your opinion, the bill before us, how effective is it in trying
to move people off the welfare rolls ? .

Mayor LixDAY.' There are some positive provisions in it that are
very needed and very necessary, particularly those that permit partial
maintenance. But the ones that I mentioned earlier, that have manda-
tory provisions and also forced ceilings on the number of children
that can qualify for aid, would be negative, would not help us, would
not solve the problem would compound our problems in New York
City in fact, because they would add to the burdens that we already
have.

Senator Runmom. Would you or Commissioner Ginsberg send us as
committee memorandums as to what changes you believe there should
be in the welfare laws in the bill'before us, to help move people off of
welfare, and to be constructive in the job training field 1 would a
preciate receive~ from you such memorandums before we start mark-

up the bill.. . , ., 1 -, 1,
Mayor LimAi. In addition to the comm ents that are made in the

Main tetiony hereI
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Senator RnooF. That is corred, if you would because, as I say,
from the long experience in following the work of dommmsioner Gins-
berg, I feel he is one of the most constructive forces in this field in the
country.

One more question or one more series of questions, Mr. Mayor,
Commissioner Allen, education commissioner for the State of New
York, again who I believe is one of the outstanding education com-
missioners in the Nation a few months ago made the statement that
education as a whole in die urban centers of our country were an out-
and-out failure. Now of course, as a mayor who is bedeviled with an
education strike by the teachers, and the schools are now closed gen-
erally, what is New York doing about changing its curriculum to
make education meaningful for the people in the ghettos of New
York f

Mayor IANMSAY. I think a word of defense of the Board of Educa-
tion Qf New York City and the superintendent of schools is in order
here, because they have been under tremendous pressure in all of these
areas over and beyond the current problem that exists in New York,
with the teacher strike. -

There is much to criticize in our tremendous school system in New
York, which has 1,100,000 pupils in it, and almost a thousand school
houses in the city, wih a cost to the city alone of over $1 billion.
There is much to criticized because of its bureaucracy, its overly com-
plicated administration, its rigidity, its curriculum, and 100 other
areas where there are problems.

However, the board has been experimenting and changing and is
moving in a number of areas on all of these fronts, -whether it is
decentralization and reducing the bureaucracy or whether it is in cur-
riculum. They have a long way to go and they admit it.

What we are doing in the city to assist that is the following: (1)
The Ford Foundation has been enormously helpful in creating ar-
rangements under which we by next mo nth .can produce a report on
all of these subjects.- That Is a committee that is headed by McO6orge
Bundy.,lts membership consists. of a newcomer to New York4, i.
Frank, Koppel well known to you, Senator. Bonita Washington, who
is the wie of th; new Commissioner of the District of Columbia, An-
tonio Mantoma, aPuerto Rican efitor in New Yorl, Alfred Gia dino
himself, and also the current administrator of the.Human Resources
Admistration of New York qity, Michelle Sverdorf.

,We have created inour HumanResources Administration in thecity an office of educational liaison which is designed to do exactly
what mayor's oflces Are not supposedto do und~r our current, system
whic,, is topgay a mean "fu role in the. educatiw process m1nthe
neighborhoods of ur citr. We agree with the complant that is made
in oneigh~orhoothat orth ts Mana fnto esholnrth
currIulupisth4, is laid out in th. choose has oufficient relation to the
specicn eed9 d wants oqthenei.hborhood fOe.the education of their
chiren, 4nl adypnoeent, a is' o.hrearta~w think
that our Humn sources Adm.stration; which idoludes the anti-poverty structure " must h' vewithin itaneucation component.

The re, thmowo intaly charged thatthiswas inter fe on
the par of tth.&oicl orm of go~arnxnent &Wi -of tble p rocewss of

0* aritipnsx has disappeared -now as! people
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have realized that there is something wrong, and that changes are
in order.. The rprt that the McGeorge Bundy panel issues next month willundoubtedly touch deeply on the question of curriculums and that will
be something that will be most welcomed by our board of education
and superintendent of schools.

Whether or not there is total agreement with all its parts remains
to be seen, but mi any even we think that there is a willingness in New
York on the part of our educators to recognize the problem, to define
its dimensions, and to move toward solutions.

Senator Rmioorr, Thank you very much.
The CaHAIr. I am.going to ask that committee members with-

hold their questions until Mayor Lindsay has completed his presen-
tation in chief. The reason I say that is because in addition to the
mayor of the largest city we also have the Governor of Massachusetts
the Comptroller General of the United States, the Commissioner of
the F - and Drug Administration as well as eight other prominent
witnesses scheduled for today's session. As we so often are compelled
to do, we have to try to abbreviate our hearings and even ask witnesses
to provide us with additional information after they have completed
their statements.

I do not want to cut any member short, but I do hope we can
proceed as e xeditiously as possible.

Mayor Lindsay, I am sure having served in the House of Repre-
sentatives for a number of years, you understand what our problem is.

Mayor Lncwsy. I certainly do,Mr. Chairman.
The ChAmu. We are very proud to have you here, and I believe

all members agree that your statement is most interesting and cer-
tainly deserves the full consideration of the Senate..
. Mayor LzNDAK.I think in the interests of conserving your tire,

Mr. Chairman that on the. prepared -statement I am going to skip
the balance of it, two or threepages of the prepared statement, on this
problem of the social security law, the welfare amendments that are
contained'in it, because some of it we have covered in questions and
answers already. -In sum what it amounts to is that a forcing of
conclusi6ns that we are trying to reach through programs is not the
answer. It would be equivalent to paving o*er the whole area of the
problem that we have, saying you have solved it, when all you are
domg is building a potential for an explosion through the pavement
sometime therea-fter. The answer to it has to be in the programs that
sThe semnd part of that too ij just what- we have ben discussing,

The secon too'dio
which is the ned f for day care center and then again the need for
jobs and job training sytMs.,

Now Ue other pob em that we have is 'the mei* problem and
our viewing New York is thatthe restrictive provisiohia'in the bill as
they relate to the States' title,19 po ms would 'ham sanegtive
effect similar tothat of bome of1 he public assistance iprovii0ns."

The House Ways and Metaxs Committee report does 6ot make any
attempt to disguise its intention, which is to penalize New York StAte
spoiically, for, the comprehensiveness 6f itsprogram. Thez Medicaid
Act.requird allr States to -reach' a 'certain point in developing its
m assistance pros b. 191iand mW we find that Nl*elork
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is to be penalized for having advanced that far as fast as we have, and
the question has to be raised I think, what will happen to the program
as other States implement this requirement, which we think is the
most revolutionary and significant piece of social legislation that has
been enacted in 80 years.

Will the medically indigent population of every State be encour-
aged, recruited, and enrolled and then offered quality medical services
and then be told eventually that they must give up the protection theyjust began to receive, and that is precisely what this will do in New
York City.

Passage of this legislation would force New York City to remove
approximately 3,000 families from the medicaid eligibility list a
total Of IN.00 individuals would be adversely affected including
44,000 children, and if New York was to provide compensatory health
services, it would cost in excess of $30 million a year, and in fact if
this provision should be enacted, this is what the additional cost now
will be in New York City because of it.

The progressive nature of these amendments would mean that in
1969 and 1970 New York City would be faced with the loss of $70
million in Federal aid forcing 150,000 families off medicaid thereby
affecting the total of (00,000 people of whom 200,000 would be child.
dren. In other words as the problem escalates and we are required
and have to provide ior the medical attention of these families, and
indeed weave been doing it in past years, and this is one reason why
the city was close to bankruptcy, we would be forced back into the
same condition, but it would escalate.

Medical expenses can be the determining factor in a family's climb
out of poverty. In central Harlem a full 25 percent of the unemployed
cannot work because of health reasons. Reduction of the support for
medical attention achieves only the most short run of savings.

The original legislation declared the intent of Congress to protet
a large proportion of the population from potential destitution by
guaranteeing high quality m medical care, and I recall that having been
a Member o the Congress at the time it was passed. Both the definition
of the issues and the intent of Congress are as valid toiay as they were
when the bill was passed. We believe that the States should be given
the opportunity to experiment with different formulas for eligibility,
and we urge the Congress not to impose arbitrary ceilings.

You may be interested in some facts and figures about'New York
City's experience in medicaid. I do not give you this by way of the
suggestion that we have all the answers because we do not, or that we
have solved our medicaid problem in its administration because we
have not. We have a terrible problem on our hands and we have made
some bad mistakes and we will probably make some others. The major
benefits have, been with marginal income families, in the trembling
areas that you have to worry about, who for the first time can receive
health care of their own choosing. The reimbursement of institutions
for the costs of services has brought much-needed revenues to chroni-
cally underfinanced hospitals, and those revenues will'result in much-
needed improvements. It has brought medical care facilities into the
ghetto areas where few or none existed before. At the l of
this month more than 1,650,000 individuals had obtaine'medicaid
coverage, and that figure will climb to almost 2 million by the end of

584810-47-pt. 2_27
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this year. Thousands of doctors, dentists, optometrists, and pharma-
cists have participated. More than 60 percent of all eligible service
providers have enrolled- 40,000 recipients receive dental care each
month; 60,000 are examined for eyeglasses each month; and 11,000
patients are treated in hospitals each day. As I said, it is true that
the program has not been perfected.

The cost of medicaid during the next fiscal year, for example, will
exceed $430 million, but 85 percent of that sum represents institutionalcare which we hoe to reduce through neighborhood health centers.
Preventive medicine can, as you well know, help people to stay out
of the hospitals.

We do not believe, however, that lowering of eligibility standards
is the answer. Fulfilling the health needs of the poor is a critical issue
in the troubled areas of the city, and the cutback of ongoing efforts,
particularly these days, will not help. And if New Yorks experience
is representative, and possibly it is, we have not seen a rush to enroll
by what the House Ways and Means Committee calls the middle class.
Only about 4 percent of the 1.5 million persons presently enrolled in
New York City are in families earning in excess of $4500 a year.
What we have seen is that low-income families are receiving dental
treatment that they never received before, heads of families are receiv-
ing treatment for debilitating ailments that had threatened to take
them out of the labor market, mothers are getting regular care for
conditions that would otherwise have prevented them from caring
for their children.

We cannot tell these people -who have begun to enjoy the kind of
health care that should be available in an affluent society that this
cae -is no longer available.

As with other provisions of 12080, this will force us to frustrate the
legitimate expectations of our citizens, and the inevitable consequences
will have to be faced in the cities.

So, in conclusion I would urge the Senate to adopt the positive
features of H.R. 12080, to restore some of the excellent provisions of
the administration bill, and to strike out the punitive, coercive meas-
ures that will move us even further down the road that is now clearly
labeled as a deadend.

To remove the coercive provisions would encourage States to de-
velop alternatives to welfare for their poor residents. It would also
avoid contaminating the positive features with the atmosphere of
threats andpunishments.

I would also urge the Senate to strengthen the public assistance
provisions by restoring H.R. 5710's requirement that States meet their
o.wn minimum standards by adding measures to simply the terms of
elg ibility for public assistance an-by separating the two functions of
social service and income maintenance This will enable social workers
to spend all their efforts to strengthen family life, assist family mem-
bers to retain capability for maximum self-support and personal in-
dependence, to use the words of the House Ways and Means Com-
mittee report itself.

The retrogressive provisions of 12080 on the contrary would lock
social workers even frther into the investigator s role, a role that has
proven both futile and wasteful both of llic funds and professional
ill as Commissioner Ginsberg can tell you at great length.
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My purpose here today has been to indicate that aside from the
philosophy of 12080 with respect to public welfare, which is contrary
to our growing understanding of the roots of poverty and its remedies,
the bills punitive and compulsory provisions simply will not work.

While these provisions will be costly and burdensome for the States
and local communities, they will not achieve the goals of providing a
minimum standard of living for all Americans and tha opportunity
for self-support for those who are able.

I recognize in closing that there are major problems with both the
human and financial costs of the welfare program in the Nation today.
Commissioner Ginsberg has long urged the necessity of basic funda-
mental change. We feel strongly that it is time for Congress and the
public to begin discussing new ideas, new answers rather than turn
ack again and again to the methods that have failed us in the past.

We have been wasting both money and lives in this program for 30
years. I recommend that we now begin to develop the new approaches
that can meet the needs of the 1960's and the 1970's. Under the leader-
ship of this committee I believe the Senate can make that beginning.

I apologize for the length of this testimony, Mr. Chairman, but it is
a lengthy subject.

The CHAnMAN. Thank you very much, Mr. Mayor. You have made
a very fine statement here. You have given us a great deal of deep
thought and suggestions of ways that this bill could be improved. I
do think it is fair to say that this committee in recent years has not
been disinclined to consider new ideas. I think when we passed the
medicare bill, the last big social security bill, we had 504 Senate amend-
ments on that bill, and of that number, about 120 of them were impor-
tant substantive amendments, many of which have worked I think well
and some of which you have made reference to here in your testimony,
and I believe that in large measure we are striving toward the same
purpose, and our differences, if they exist, tend to be in terms of details
of precisely how we achieve a purpose, not the main purpose that we
are hoping to accomplish here.

I had a number of questions I thought I could ask, Mr. Mayor, but
I will perhaps direct them to you later on. I do have a bill drafted,
may I say, that would employ one of your ideas which you have sug-
gested here, that we ought to have something in the way of a tax credit
for companies that .snd money in m of teaching people good
citizenship and training them to qualify for jobs that they are not pres-
ently qualified for, and in due course I would urge the committee to
consider it, and I do believe that we really in the main hope to help you
achieve Just what you are talking about here, even though we may find
some difference which I think oftentimes amounts to a distinction
without a difference on precisely how we are going to go about it, so
I want to thank you for your very fine statement.

Mayor LWNsAY. Thank you, Mr. Chairman.
The CHAIRAN. Senator Carlson.
Senator CADSON. Mr. Mayor, I just wish to state that I appreciate

very much your appearance here this morning and I am sure, as every
other member of this committee, we are concerned about new ap-
proaches and I hope we will have sufficient time to go into many phases
of it. Your testimony has been very helpful. Thank you very much.

Mayor LNmDAY. Thank you, Senator Crlon..
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The O M Amr. Senator Bennett,
Senator Bzxm'. Mr. Mayor, I have been ver much impressed by

your frankness and the depth of your information and experience I
think this should take us out of the realm of theory in some of these
problems and give us a sound ground on which to build our legisla-
tHQn.-I amvery happy you have been here.

Mayor ixbSY. Than you, Senator Bejnett.
The CHi Anx. Senator Gore I Senator Ribicoff I
Thank you ver much, Mr. Mayor.- I I
(The prepared statement of Mayor Lindsay follows:)

PPMA ST4vmlft OF MAYOR J0orn V. IMMAY or Cr Y o NNw YoRx
Mr. Ohalrinafi, members of the committee, everybody talks about welfare, to

paraphrase Mark Twain's observation about the weather, but everybody wants
to do something about It,

Certainly few of the people involved with welfare would give unreserved
endorsement to the present system.

The recipients--among them the jobless, the handicapped, the poverty stricken--
don't like It, because almost no one truly wants to live on handouts. The adminis-
trators are appalled by the paperwork and disillusioned by the lack of construc-
tive results. And the taxpayers are more and more resentful of the mlUlions of
dollars that are being spent on public assistance with no diminishment of the
welfare rolls.

The legislation before you, 11.1. 12080, reflects that national mood; it evolves
from am understandable and energetic desire to, redesign a social welfare pro-
gram thatin many ways has been a philosophic nd financial flop.
We in New York City support the primary objective of this bill, insofar as that

objective is to reduce dependency upon the government; to enable public welfare
recipients to lead constructive, independent lives, free of government mainte-
nanee and supervision...... .

The goal is admirable. It is, however, one that has eluded us for decades, and
experience alone should compel upon us a precise, realistic examination of the
strategy by which the goal now is to b6 attained.

Our review of the amendments has convinced us that many of them will not
work. Some will make our jobs more dimcult Others will make them more
expensive.

In summary, this legislation contains ' elements that in our judgment may
have the ultimate effect of converting a deeply troubling situation into a thunder-
Ing crisis, '

Before proceeding with our analysis of the bill, I should like to present a brief
review of New York City's involvement in social welfare. Because of its enor-
mous size and diversity, New York magnifies every domestic problem common
to the country's metropolitan centers. Accordingly, New York's experience may
afford the committee some fresh insights into the many difficulties and few suc-
cesses to be found in this nation's effort to provide for the poor:

A fundamental, perhaps shocking fact Is that New York City contains as many
hard-core poor people as there are residents of the DIstriCt of Columbia.' If
we count, all those who live in the sections of our city that have been declared
poverty areas, the total almost would match the entire population of the Wash-
ington metropolitan area.

More thai 670,000 individuals are receiving welfare aid In Nqw York City, and
that number is going up at the rate of 12,000 a "m-onth. We have budgeted $614
million for welfare costs during this fiscal year,.but It makknotb6 enough to
finance the increasing number of recipients. Our welfare budget, I flight point
out, has gone up more than 200 percent since World War I-the highest rate of
increase of any budget category.

I'm sure you're familiar with the usual explanations for the spiraling nttmber
of people on the welfare rOlls. One is that more and more people are discovering
they are eligible for assistance. Another holds that our Increasingly sophlstlcated,
automated economy has thrown hundreds of thousands of unskilled employees
out of work and has reduced the demand for others entering the labor market.
The explanations are soUnd, but they cannot account for the boom that wel-
farim has experienced In New York and other American citie..
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New York, particularly, has always been an open city. As the nation's leading

port, it has served as the point of entry for millions of new Americans. Most
eventually settled across the country, but many remained In New York.

The city, and I think It deserves some admiration for this, has offered every
newcomer the opportunity to make the best of himself. It has held out all the
rewards that this country can offer, and the competition for them has not only
given the city a unique dynamism, but has attracted the ambitious, the talented,
the young, the fearless; the promoters as well as the poets, the confidence men
and the reformer&

At the same time, New York has built a tradition of compassion. It always has
directed the wealth of its commerce and industry toward the less fortunate.
More than any city it has tried to help the Illiterate, the diseased, the persecuted,
to help themselves. This policy, too, has attracted those In search of a better way
of life, But many of these newcomers have arrived with almost no preparation
for entrance Into the rigorous environment of the city.

The forces generating the rise in the welfare rolls of our cities are of national
scope. The cities have been victimized by two complementary movements: The
first Is the exodus of middle-class white families and the industries that employ
the un-skilled and semi-skilled from the large cities. The second is that automa-
tion in rural areas-often exacerbated by regressive social welfare policies--is
driving low-income families to the urban areas.

Between January 1960 and April of 1967 approximately 220,000 persons
received welfare support In New York City as non-residents because they had not
yet lived there for the one year minimum period. The vast majority of thee
220,000 came from other states. Lacking the skills or education to maintain
themselves out of poverty, most were unable to find employment that would pay
them a living wage. By 1970 it Is estimated that 20 percent of the city's welfare
rolls will be people who originally received their assistance as non-residents, and
came from other states.

Jonathan Lindley of the Economic Development Administration has predicted
that this trend will continue for at least 10 years, and a Fordham University
survey of the Borough of the Bronx concluded:

"The technological revolution in American agriculture, which has driven these
people off the ld, Is a national problem and the primary responsibility for
coping with it is the Federal Government,"

In New York City we are developing a whole new set of tools with which to
aid those receiving public assistance in their efforts to achieve self-support. Many
of these programs we have financed Independently While waiting for the Federal
Government to assume its share of this national responsibility.

Through the municipal and voluntary hospitals, the health Department, and
the Planned Parenthood AssMationj; over 100,000 women are now receiving birth
control services each year. We have won authorization from the state to allow
our social case workers to inform welfare mothers of the benefits of family plan-
ning. At the same time, a program Of neighborhood clinics operated by several
city departments in conjunction wIth community groups is being established in a
dozen neighborhood&s. By the end of this year we expect to be operating at an
annual level of $1.5 million and to be reaching 50,000 nownottaking advantage
of family planning services. At the end of the second year of the program, these
neighborhood clinics alone are expected to give guidance to 100,000 women.

The city now provides working mothers with 98 day care centers where 7,000
children receive day-time supervuon at a cost of $8 million. We have budgeted
$8.3 million this year for an expernntal family day Care-Headstart program
which will provide full day supervision for an additional 3,200 children in 800
homes. The program will give direct employment to 800 women, and releaseanother 1,600 to enter job training programs and to seek employment.

We have played $10.7 million In this year's budget to fund the Manpower and
Career Development Agency. All Job training programs funded through thisageiY give the highest priority to providing employment for tho now receiving
Public assistance. We have established a series of 18 neighborhood manpower
centers, and Integrated into the work of these centers the formerly independent
Division Of EDployment'and Rehbabilitation of the Welfare Department, thusmaking far more efficient use Of the limited employment resources available and
greatly-expanding the r of jobs Oeen to Public anstanoe recipients.

W-e m Incooeraati wiethm ate20r l cits voluntary shal a&geies, c1eated a
chil-cae ~t at heltrs bout22,00 homielesi childiez.,
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We are doing everything possible to find the absent fathers of Illegitimate
children and require them to contribute to the youngsters' support.

We have begun an experiment with an economic Incentive to allow welfare
recipients to keep the first $85 a mouth they earn, plus 80 percent of any addi-
tional Income. This form of economic Incentive may be the most effective way
to reduce welfare expenditure and encourage Independence.

We are providing supplemental assistance, to families In which the bread-
winner is fully employed but does not earn enough to support his family. With
no Federal assistance, the city and the state together are supplementing the
income of 18,000 heads-of-families, who In turn support 05,000 individuals. We
make up the difference between what the breadwinner earns and what the
minlmumn welfare allowance would be for such a family If the adult were un-
employed, It costs us $00 million a year.

But If these programs are to work--any of them-they cannot ba forced
upon the clients. We can provide day care facilities-but we cannot force a
mother to turn her children over to them. We can develop employment oppor-
tunities-but we cannot force a person to take the Job and expect a satisfactory
employee; In all likelihood an unwilling worker will be fired. We can offer
family planning advice--but we cannot-and should not-force a woman to
accept it.

Although the belief Is common that the welfare rolls are burgeoned with the
WaI the shiftless, able-bodied men and women who should be working rather
than loafing along on relief checks, the facts do not substantiate the stereotype:

In a spot review of the 600,000 persons who were receiving public assistance
in New York City at the end of last year, we found:

Seventy-nine percent were children and adults caring for children. The ap-
proximate breakdown was 98,500 mothers and 300,000 children.

Fifteen percent were aged, sick or disabled and wholly unable to support
themselves.

Two percent consisted of families with an employed male with an earned
income so low that he could not support his family at a subsistence level.

Four percent were potentially employable persons unable to obtain a Job
because of inadequate skills or training.

Of this last four percent, or 24,000 men who are technically' considered
employable, only 2,600 have enough occupational ability to move into employ-
ment without considerable training and rehabilitation.

About 48 percent of the 24,000 technically employable men are considered
ready for training or remedial education and ate either Involved in or are
awaiting assignment to such programs. The remaining 44 percent of that small
percent who are technlcally employable are so disabled as to require iasisve
counseling, rehabilitation, health services, close guidance and long-term follow-
through.

I might note that this basic and enormously difficult task-flnding Jobs for
those who cannot now qualify for Jobs--is the principal aim of the National
Urban Coalition I and other mayors are organizing. It has become frustrat-
ingly clear to me-as mayor that the public sector cannot marshal the reources--

JAn-oney and in brains--to move against'the problem. But the private sector,
which has gtven a nation the world's highest living ,tandard aud yet hau not
been brought into the fight against poverty, can get results far exceeding
governmental abilities.

If the commercial and industrial giants of this country will undertake a total
effort to provide training and employment for the poor, I think we can make
our present efforts look almost puny. The institution of that commitment is
underway, and we In the cities have high hopes that it can succeed where we
have so consistently failed.

The concern for the nation's public assistance program that is expressed in
ER.L 12080 is a concern we all share. The Oongresss, the taxpayers, the social
work profession and the poor themselves have witnessed the weaknesses of the
program over the past 80 years.

The public assistance program was designed to provide basic financial support
for the destitute, as well as services to encourage self-support where possible.
On both counts, it has clearly not succeeded: .

Support payments In most states are too low to sustain even a minimal,
decent standard 6f Hiig.

Thex method by .rhich these payments are delivered encourages feelings of
worthlessness that lock recipients into dependency.
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And the complex administrative structure prevents an investment In the time
and skill required to offer constructive help.

It has been demonstrated amply over the years, we think, that more investi-
gations of eligibility are not the answer, that forced work Is not the answer,
that removing children from their homes is not the answer, that denying Fed-
eral assistance to intact families is not the answer, that arbitrary caseload
ceilings are not the answer, that increasing the stigma of welfare is not the an-
swer, that welding services and Income maintenance is not the answer.

The nation has 80 years of experience with these devices and the results are
plain. They have not succeeded In controlling the caseload and they have not
helped people. I submit that it is equally evident that some of the provisions in
I1.R. 12080-adhering as they do to the familiar route of control and threat-
will fail. ASide from the morality of penalizing children with the proposed cell-
Ing on the aid to dependent children caseload, removing children from parents
who decline to work and forcing mothers into work and training that may not
be approprilite-there are also questions of practicality and effect.

Our Judgment is that the principal amendments in HR. 12080 will not reduce
the number of Americans in need of public assistance. On the contrary, we be-
lieve the enactment of provisions for an AFDO ceiling, mandatory work and
training and restrictions in the AFDC-UP program will increase the number
of hearings and court challenges..,

Aggravate tension in ghetto areas with a high proportion of welfare
recipients ...

Further cripple the administration of public assistance by multiplying
recipients...

Penalize the children who are already penalized by their families' reduced
circumstances ...

And place intolerable financial burdens on states and localities that try to
maintain their programs.

At a time when we are agreed that the problems of the urban communities
pose the greatest challenge to our domestic policies, we are in danger, through
this bill, of striking at the very group most involved. The admirable programs
now under discussion In the areas of employment opportunities, better housing,
improved police protection, revitalized education, and more accessible health
programs could in large measure be vitiated by a return to more restrictive,
coercive methods of public assistance:

The House-approved freeze on the number of AFDO reclpients at the January,
1087, proportion of the state's entire child population is harsh" and self-defeating.

The fastest growing category of public assistance has been the aid to families
with dependent children, AFDO, and I endorse the intent, expressed by the
House committee report, to "reduce the AFDC rolls by restoring more families
to employment and self-reliance."

However, the means to this end is not to'put an absolute limit on the number
of children that a state may have on AFDO recipient&

For New York this would create three equally unacceptable alternatives:
The city and state together could pay for the overage without Federal aid,

which would add $50 million a year to the costs, of the governmental units least
able to pay. That money would have to be taken from other municipal services.

Or, the children who exceeded the limit would receive no assistance, thus com-
pelling their families to somehow stretch the funds they presently receive.
Or, we would have to somehow force off the welfare rolls a sumclent number

of families to remain within the quota.
Ninety-thousand New York City children would be affected by this legislation

In 1087-188
The report of the House Ways and Means committee has estimated that the

House-passed bill will reduce the AFDO rolls by about 800,000 persons from
Its present total of nearly 6 million. Since we have found that forced work, coer-
cive paternity searches and other restrictive measures do not, in fact, lead to
Independence from public aid, the attainment of this reduction Is highly unlikely.

But even if the bill's restrictive provisions were to be effective in reducing the
number of recipients of AFDO these are likely to be the results:1. The removal of children from parents who decline to participate in

community work and training would merely shift the financial responsibility
for their care to another part of the program, at a higher cost. Wostr care,
whether it be In an Institution or a foster family 4 far more expensive
than AFDO.
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2. The removal of Federal participation, from post-freee AFDO cases
would open up a series of undesirable alternatives: The financial burden for
the care of destitute children would be shifted to the states and localities
that can least afford It. States with well-developed programs and commit.
ments to their poor residents would be penalized for continuing to help;
poorer states would be fored to reduce their payments and develop even more
punitive and restrictive relations with applicants than they have now...

Finally, persons who were unable to conform~wlth the requirements for
AFDO--sdce they cannot be left to starve In 20th century America-will
have to be absorbed into other programs. I repeat: It will cost New York
Olt and New York State a combined total of at least $50 million a yearto do go.I

8. The children who remain covered by the AFDO program would be pen-
alized, as well as those who are unqualified merely by virtue of their num-
bers. The effect of disqualifying children who exceed the required numbers
Would be to' reduce an entire family's grant. For example, a mother with
three children may today receive $200 a month, or $50 per person. When a
fourth child le born and exceeds the number to be covered, the effect would
be to reduce each giant to $40, thereby penalizing the other children.

4. The multiplication of areas of discretion in the delivery of public as-
sistance and the added sanctions on individuals will most certainly ag-
gravate tension in ghetto communities where residents are Just beginning to
organize in their own behalf. The experience of most urban anti-poverty
programs has been that a high percentage of time and effort in spent In
defendfg the poor against unreasonable, arbitrary public welfare policies.

The committee report, however, makes It plain that such progressive contribu-
tions as Federal support for day care, training and employment programs, foster
care, family planning and family counselling are included in the bill only as
specific devices for reducing the APDO rolls. They are not intended to en-
courage cities and states to grapple with the massive social problems that face
our urban communities.

With respect to the provisions for mandated community work and job-train-
Ing, I doubt that the House bill can achieve Its objective by requiring participa-
tion in Job training and employment to qualify for public assistance.

We all want people to work instead of relying on welfare, but should we try
to accomplish that by forcing women to leave their homes? I see little hope
that compulsory employment will be effective.

The results of such a 'program probably will be that large amounts of time
and money will be devoted to training a woman for a -job she does 'not want and
will not keep; to reduce the family's allowance and thereby penalize the young-
sters for their mother's refusal to comply with the regulations; and to lengthen
the waiting lists we now have of children who desperately need foster care.

The problem now is not the lack of the will to work, but the absence of both
adequate skills and Jobs. Conventional wisdom on the motivation of residents
of poverty areas was challenged by a recent United States Department of Labor
study in New York City, which found that three out of four persons in Central
and East Harlem, and four out of five In Bedford-Stuyvesant wanted jobs. More
than half said they would be willing to go back to school, if necessary, to get a
good Job.

Of the men interviewed In the three communities, almost 25 per cent said
they would even be willing to move to another area to get work.

The Urban Coalition called last month for the creation of one million Jobs.
It urged the development of programs "to end once and for all the shame of
poverty amid general affluence" and recommended 'as one measure an emergency
work program to provide Jobs and training opportunities.

However, the compulsory nature of the work and training provisions in H.R.
12080 make them Impractical, coercive, possibly unconstitutional and most likely
ineffective.

Our experience has been that persons who take training or employment mere-
ly because It is required as a condition for assistance are So un-motivated that
they never really become self-supporting. They leave the Job after a few days
and are unable to stick with training. It is vital, I believe, to hande the em.
ployment potential of each client on an individual basis, in terms of each family's
needs and capacities. "

There Is no doubt that educating low-income families to the value of em-
ployment and training programs is essential But to mandate rather than to
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make available these resources as a condition for continued financial assistance
opens such wide areas of discretion that it constitutes an open Invitation to
abuse.

It violates the base premise on which Congress based the Economic Oppor-
tunity Act: That if the opportunity to choose a better way of life exists, and
if the government fulfills its obligations to provide opportunity and the chance
for self-determination, then Americans will embrace those opportunities.

Instead of focusing on a coercive means to push people into Job training and
employment, we should lend our efforts to broadening the job market and pro-
viding the necessary training facilities.

Similarly, requiring that an unemployed father-to be eligible for AFDC-
UP--mbst have a recent connection with the labor force and be receiving no
unemployment insurance will not turn men from the welfare rolls to employment.
On the contrary, those with the most recent work experience are the most likely
to be employable if given adequate training.

Our support should be directed toward keeping such families intact while
work Is found for them, rather than stripping these families of public assistance
or forcing the man to leave the home so that his family could qualify for
AFDC support.

Equally destructive of family stability is the Increased incentives for the
states to provide foster care for illegitimate children receiving AFDO support.
Family care, if provided only by a single parent is far less damaging to the
child than institutional care. It is the parent that is at fault for the child's
birth out-of-wedlock. Removing the child to an institution punishes the child.

Vital to any massive employment program for recipients of public assistance
Is the provision for an adequate employment incentive. A mother with three
small children, for example, might receive about $3,000 a year on AFDO. If she
took a Job for 40 hours a week, 52 weeks a year, at $1.60 an hour, she could
make $8,120 a year before- taxes.

But after paying job-related expenses, such as baby-sitting fees to a neighbor,
carfare, the extra clothing required for a steady Job-she might be far below
the welfare standard and even below an amount required to sustain life in
a city.

As I said earlier, New York City is allowing welfare recipients to keep the
first $85 a month they earn, plus 30 per cent of the rest. We hope the policy will
avoid the handicaps I have Just described.

The $ a month Incentive in the House bill, however, probably I insufe-
elent to provide a real incentive. The Administration's proposal for an exemp-
tion of $W a month plus one-half of the remainder may also prove inadequate
for such purposes. An incentive is ineffective unless It provides a substantial
Income supplement. I recommend that New York City's policy-based on O.B.O
guidelines--be endorsed nationally. -We think it will prove its value.

One of the moat disturbing aspects of this legislation is the planned estab-
lishment of a Job training mechanism within the Department of Health, Edu-
cation and Welfare,

We In New York City have been working very hard to brIn 'together under
a single agency the various Job training programs. Much* of the scattering at
the local level is the result of the proliferation of Federal programs and agencies
operating in this field. It' would -be disheartening just as we begin to make
progress at the local level to see even further dispersal of Federal efforts. Such
programs rightly belong under the supervision of the Department of Labor,
and the Administration proposal to have public assistance funds for such pur-
Poses funneled through the Department of Labor is the most sensible arrange-
ment.

I now direct my testimony to the proposed amendments to the Medicaid
program: 2

My view Is that the restrictive provisions in H.i 190M0 as they relate to the
state's Title 19 Programs would have a negative'effect'shnlar to that of some
of the public assistance provlslonb--the frustration and denial of rising ex
pectations " I I

The House Ways and Means Committee report makes no attempt to disguise
its intention to penalize New York State specifically for the liberality- and com.
prehenuiveness of Its program.

The Medicaid Act required all states to reach a certain point in developing its
medical assistance programs by 1970. Now New York is to be penalized for
having advanced so far so fast.
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The question must be raised, then, about what will happen to the program as
other states implement this, the most significant piece of social legislation in 80
years? Will the medically Indigent population of every state-encouraged, re-
cruited, enrolled and then offered quality medical services-be told eventually
that they must give up the protection they just began to receive?

Passage of this legislation would force New York 0ity to remove some 88,000
families from the Medicaid eligibility lists. A total of 121,000 Individuals would
be adversely afooted, including 44,000 children. If New York was to provide
compensatory health services, it would cost in excess of $80 million a year,

Here again, the local governments least able to Iay would be sent the bill.
The progressive nature of these amendments would mean that In 1969-1070

New York Oity would be faced with a loss of $70 million in Federal aid, forcing
10000 families off Medicaid, thereby affecting a total of 600,000 people, of whom
20000 would be children.

Medical expenses can be the determining factor in a family's climb out of
poverty. In Central Harlem a full 25 per cent of the unemployed cannot work
because of health reasons. Reduction of the support for medical attention
achieves only the most short-run of savings, at a usurious long-range cost.

The original legislation declared the intent of Congress to protect a large pro-
portion of the population from potential destitution by guaranteeing high-quality
medical care.

Both the definition of the issues and the intent of Congress are as valid today
as tbey were when the bill was passed in 1985. We believe that the states should
be given the opportunity to experiment with different formulas for eligibility and
urge the Congress not to impose arbitrary ceilings.

You may be interested in some facts and figures about New York City's experl-
ence under Medicaid:

The major benefits have been that marginal income fmullles, for the first time,
can receive health care of their own choosing. The reimbursement of Institutions
for the costs of services has brought much-needed revenues to chronically-under-
financed hospitals-and those revenues will result in much-needed improvements.
It has brought medical care facilities into ghetto areas where few or none existed
before.

At the beginning of this month, more than 1,650,000 individuals had obtained
Medicaid coverage. That figure will climb to almost 2 million by the end of this
year.

Thousands of doctors, dentists, optometrists, and pharmacists are participat-
Ing. More than 50 per cent of all eligible service providers have enrolled.

Forty thousand recipients received dental care each month.
Sixty thousand are examined for eyeglasses each month.
And 11 thousand patients are treated In hospitals each day.
It's true that the program has not been perfected. The cost of Medicaid during

the next fiscal year, for example, will exceed $480 million. But 85 per cent of
that sum represents Institutional care, which we hope to reduce through neigh-
borhood health centers which through preventive medicine can help people to
stay out of hospitals.

We do not believe, however, that lowering of eligibility standards is ,the
answer. Fulfilling the health needs of the poor is a critical issue in the troubled
areas of the city, and a cutback of ongoing efforts will not help.

If New York's experience Is representative, and I think it Is, we have not
seen a rush to enroll by what the House Ways and Means Committee called
"the middle class." Only about 4 per cent of the 1.5 million persons presently
enrolled in New York City are In families earning in excess of $4,500 a year.

What we have seen is that low-income families are receiving dental treatment
that they never received before.

Heads of families are receiving treatment for debilitating ailments that had
threatened to take them out of the labor market.

Mothers are getting regular care for conditions that would otherwise have
prevented them from caring for their children.

We cannot tell these people, who have begun to enjoy the kind of health care
that should be available in an afluent society, that this care Is no longer
available.

As with other provisions of HR. 12080, this will force us to frustrate the
legitimate expectations of our citizens. The inevitable consequences will have tobe face I te cities.-
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In conclusion, I urge the Senate to adopt the positive features of H.L. 12080,

to restore some of the excellent provisions of the Administration bill and to
strike out t 'he punitive, coarelve measures that will move us even further down
the road that ts now clearly labelled as a dead end.

To remove the coercive provisions would encourage states to develop alterna.
tives to welfare for their poor residents. It also would avoid contaminating the
positive features with the atmosphere of threats and punishment.

I would also urge the Senate to strengthen the public assistance provisions by
restoring H.Il. 5710's requlremont that states meet their own minimum stand-
ards. By adding measures to simplify the determination of eligibility for public
assistance an by separating the two functions of social service and income
maintenance.

This will enable social workers to spend all their efforts to "strengthen family
life, assist family members to attain or retain capability for maximum self.
support and personal independence," to use the words of the House Ways and
Means Committee report itself. The retrogressive provisions of H.R. 12080, on
the contrary, would lock social workers even further into the investigator's role
-a role that has proven both futile and wasteful both of public funds and pro-
fessional skill.

My purpose here today has been to indicate that aside from the philosophy
of H.R. 12080 with respect to public welfare-which is contrary to our growing
understanding of the roots of poverty and its remedies--the bill's punitive and
compulsory provisions simply will not work.

While these provisions will be costly and burdensome for the states and local
communities, they will not achieve the goals of providing a minimum standard
of living for all Americans and the opportunity for self-support for those who
are able.
I recognie that there are major problems with both the human and financial

costs of the welfare program in the nation today. Mitchell Ginsburg, the city's
new Administrator of Human Resources, has 10ng urged the necesesty of basic,
fundamental changes. We feel strongly that it is time for Congres and the
public to begin discussing new ideas, new answers, rather than turn back, again
and again, to the methods that have failed us in the past.

We have been wasting both money and lives in this program for 80 years. Now
let's begin to develop the new approaches that can meet the needs of the '60's and
,70's. With the leadership of this committee, I believe the Senate can make that
beginning.

Thank you.
The CHAIRMAN. Our next witness will be the Honorable John A.

Volpe, the Governor of Massachusetts.
Is the Governor present l
Governor Volpe, we areplease& to Welcome YOU before this om-

mittee. I believe this is our first occasion to have you testify before the
committee. I am happy to welcome you here.

STATEMENT OF RON. ZORN A VOLPE, GOVERNOR, STATE OP
MASSACHUSETTS

Governor VOLps. Thank you very much, Mr. Chairman.
The CHAIRMAN. ,As a matter of protocol, may I say, Governor, wq

had planned to schedule, you asj our first witness. Iblieve Miyor,
Lindsay got here first so we put him on first.

G-o vernor VoLpz, We certainly concur with tht decision. I had a
bill in our State legislature on the automobile insurance that I thought
would be completed last evening but our legislature decided to put it
over until today and I must hustle back quickly in order to take part
in the maneuvering that will go on this afternoon to pass or not to
pass the bill on the automobile insurance....

May I add, I was pleased to see there is a House committee which
apparently is ing to report on September 80 on this very subject
which is. I think, of great importance to our people.
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Chairman Long and members of the committee I am very pleased
and grateful to -have this opportunity to testify, before your distin-
9 "ish'emmitte. on one of the most important bills to come before

11D ongessin this session.
At the outeti, let me say I realize the enormous complications that

confronted thefHouse Ways and Means Committee in drafting H.R.
12080. I had hoPO, that the committee m it this year consider link-
ing social securiy benefits to the cost-of-living ndex.But the committee has performed a difficult task, and my comments
today also reflect my appreciation of the committee's efforts.

'IN order to keep my testimony brief, I shall touch only on those
sections of thoebill which I feel can and should be changed to im-
prove this legislation. a f t p a

So lon as this country's rural areas fail to provide adequate em-
ployment or the hope of an existence above that of abject poverty, the
white and nonwhite from these areas will continue to migrate to the
urban centers. This migration will continue for at least another 10eanot solelybecause the cities provide higher welfare payments,

ut because a friendly community of earlier migrants already exists
there,

Unfortunately, industrial employment in the core cities has been
moving to outlying areas com unding the problems of the recent
arrivals and those who follow aer them. The prop d ceiling limit-
ing the proportion of children of broken homes who may r ive aid
for dependent children to the total population under 21, as of January
1, 1967, does not recognize this sociological fact. th.. program 1,

I am sure that every Governor would support those Irograms i
H-R 12080, which are ittended to encourage AFDC recipients to find
employment and to keep that employment through the wage incen-
tives.

It is in the States' interest to cut back the poverty rolls, but I do
not feel that this arbitrary ceiling would relieve the States off their
obligation. By making no provision for local; State, or .National eo-
nono emergencies tFs provision would obviously require local and
State welfare officials to determine which families would remain on
the rolls andwhich would be eliminated.

What would be the effect in our cities of a sudden -rim unem-
ployment while AFDC is tied to the January 1 rato . .

The Federal (16vernment, in effect, would bi penalizing thoieeSt4tes
with the greatest need, and, I many ' areas would tend to encourage
discriminatory practices to the detriment o needy families with cl-
dren if the fiily is determined to be "unworthy". by State or localpubicwelfare o.cials.

8 h a idtatibn also would.tmdiuly.discriminato again t thofe local
areas which have a disproportionate share of families in the prograM.

The broidect posdble tsxbaso for, maintaining the program, Is
desirable; so as not to give undue financial burdens to. oe com-
munities with such a ciproportionate, share of AFDC 'recipients.

Theoriginal'concept of f was to keep familiestogether. S-e-tion 201, by requiring that mothers enter the laborI for, unless they
can show .d cause for not do so, would negate this concept.

While mothers of school-ag chlren should be encouraged o find
this should not e required of mothers of pre-ichool-age
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The recommended expansion of day care services is an excellent pro.
vision. Many of the AFDC mothers could be trained to provide these
services.

This appears to be the best plan for mothers who are seeking work,
or who require day care for their children.

Safeguards should be provided so that no pressure is -put upon
mothers to leave their children in order to go to work. The wage in-
centive provisions of H.R. 12080 are excellent and should be most
helpful m encouraging AFDO. recipients to enter the labor force and
increase their job skills, removing them from AFDC rolls at an early
date.

I would urge that section 2 be amended so that wages of children
under 21 who are going to school part time should be treated in com-
puting the familyys eligibility for AFDC, the same as the wages of
children attending school on a full-time basis,

Surely, the children of the poor should be given every incentive to
gain a total education.

The proposed increase in the Federal contribution for training for
social welfare will help the States' most pressing problem in this area.
In the past 6 years recipients of child wdfare have more than doubled,
but because we have been unable to find trained personnel to increase
staff resources, the quality of the service has been necessarily diluted.

While these training programs should continue to be a function of
the Department of Health, Education, and Welfare, I hope your com-
mittee will give careful consideration to the work-training programs
for AFDO recipients.

I urge the committee to very carefully consider the recommenda-
tions made by both Secretaries Gardner and Wirtz that the provisions
of the administration's bill H.R. 5710 relating to work-training pro-
grams for welfare recipients be incorporated in this bill.

Section W, which will move the existing child welfare programs
from part 8 ol title V, will be a progressive step, if the program will
assure the establishment and maintenance of standards ana the ex-
tension and improvement of services, such as have been developed by
the Children's Bureau. I -

My comments concerning title XIX will be brief. The establish-
ment of a 188%-percent ceiling for A"DO eligiblity-as has just
so eloquently ben indicated by Mayor Lindsay-when ap ed to
medicaid will eventually rel're those States with forward-think-
ingprograms to make additional moral judipnents.

The Sates, already overburdened financially, must assume those
costs which exceed the proposed ceiling or they must retrench on a
program vitally needed by the poor and underprivileged.

Certainly, it is not the intent of anyone to abandon or punishthe 1 .r. ..Sption 23, by eliminating comparability, may be a step backward

toward separate and unequalcare by downgrading the level of health
and medical care for AFDC children, their caretakers, the disabled,
and the blind, even though much-needed additional fdnds are recom-
mended in the bill-

These children are the neediest in the country and should have not
less but more in standards of quality, amount, duration, and scope
of programs of assistance. ..
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While medicare for the aged is a long overdue program, we must
not forget that the health of our young people is a long-term invest.
ment in our country's future.

Certainly, those eligible for medicaid should receive the same
quality of care as the aged receive under medicare.

Mr. Chairman I urge that your committee review those sections
of this bill 'which, sing e out AFDC families to apply mandates not
applicable to any other group m our society, and I urge that you
provide in this legislation safeka.ds to assure the dignity that should
be accorded to all our citizens, especially the poor.

It is my sincere belief that every man and woman who has the
capaoityto work should be given the opportunity for gainful employ-
ment. This may well require stepping up our manpower training
programs and the establishment of additonal skill centers. .

NPotoly will we be able to reduce the welfare rolls in this way,
but we wilI be restoring to those who need it most a basic requirement
for human dignity. These people represent a vast reservoir of un-
tapped human resources and talent which if properly utilized can
a1f much to the future greatness of our Nation. Those who have the
ability to work must be afforded the opportunity. Those who now
seek jobs must be given work.

I certainly want to thank the committee for this opportunity and
privilege of appearing before you, and to tell you I am sure that
this committee, all of the members of which who are here today I
have known in prior years and in prior testimony before public works
committees particularly-I am sure that they have the capacity and
the judgment to improvethebill as passed by the House.

Senator Go. Thank you, Governor, for a very enlightening state-ment which shows an understanding of the problem and comnassin
for the people 'oncerned. I take it fiom your remarks that you believee
every person willing to work and able to work should be afforded an
opportunity, that you might look with favor upon the bill reportedout by the Senate Labor C.mmittee provding a vigorous attempt to
provide employment in the cities, known as the Clark bill.

Governor VoWr. I am not intimately familiar with the details of the
Clark bill, but certainly I am in favor of doing everything we can
to eliminate the root causes of the disturbances in our core cities, and
this is one way in which we can do it.

Senator (rmi. How do you explain the failure ofthe country and
the Nation's Government to implement the full employment policy
which was adopted so overwhelmingly a few years agof

Governor V6Lu Well, I suppose the answer to that question would
Probably give us the answer to perhaps all of the problems we have
.n the country today. I do not beieve I could give an answer to that
in the limited amount of time available here.

I can only say that I believe in our attempt to upgrade the stand-
ards of our citizens in the Nation we have possibly thought too fre-
quently of upgrading. those who in many cases might have been able
to do for themselves what government has done for them.

I believe we have not got right down to that 17-year-old boy who
left school for one reason or another, did not see an opportunity ahead
for himself, and found-it appeared to him at least that the world
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was "agin" him. It seems to me that one way or another we just have
not reached that boy's mind.

As Governor in my first term I was appalled to see the large num-
ber of those who were applying for pardons of offenses that had been
committee in years gone by, some when they were 17, 18, 20 years old,
and some even younger, the cases of those applying for pardon, about
eight out of 10 came either from boys, in some cases girls but pri-
marIly boys who were dropouts or, secondly, came from broen fami-
lies. This is where I think our biggest job is, is to prevent the broken
families, through the family courts, through family counseling,
through the opportunities that could be createdby skill centers directly
in the area- where the unemployment exits to the largest degree.

I cite Boston for one example. We have a skill center now in East
Boston. East Boston is an island across the harbor. Those that live in
Roxbury where the greatest unemployment is, some five times the
average unemployment rate in the State, would have to take I think
three different forms-of transportation to get to the skill center in East
Boston. I have recommended to Secretary Wirtz that a skill center be
established right in Roxbury where the heart of the problem is It
is my belief that such a project would engender the feeling on the part
of those who are in that real pocket of unemployment and ghetto
living, would without question respond, if that opportunity existed
right in their neighborhood, and if we provided other forms of an .un-
employment center right in that area instead of their feeling that they
have to go 5 miles away or 3 miles away to some other center.

Senator GoRE. I have benefited by your testimony and that of Mayor
Lindsay today. For whatever it may be worth, perhaps very little,
I have long felt that in our system of society we must depend upon
and build upon and instill, inspire, and create the maximum amount
of self-reliance, self-respect, self-esteem, ours being an individualizedsoc et.

In at respect, I have been anxious to move as vigorously as possible
toward the goal which you suggest, of making available decent em-
ployment, jobs at a decent wage, for those willing and able to work.

have been a little slow in approving the philosophy of something
for nothing.

I know that charity is necessary. It is laudable, and I approve of
that. But to provide welfare for a person who is willing and able to
work is degrading our system of society rather than upgrading it. We
should provide, as you say the opportunity for a man to earn his own
way, for a woman to earn .her own way. Do you agree with this?

Governor Vowr . I certainly do, Senator, and America was not made
great because people loafed. America was made great because people
were willing to work, and I can say from my own personal olberva-
tion, having been born in this great country some over 50 years ago,
that my parents were very poor, but there were 'opportunities for
work. My father was able to start as a laborer. He graduated to the
trade of plastering. He taught his son what it was to work for a day's
pay and the difference between right and wrong and why it was that
a dollar or a dime was so important to earn and to save. -

It might be well to have more of that pioneering spirit, that was
available in those days, today. But, on the other hand, I think we have
to place ourselves in the position of that young boy in a very crowded,
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broken-down tenement area, who sees no opportunity and, has not
really felt the hand of the poverty programs or felt thb hand of some
of the other wonderful program that have been developed by this
and other administrations and the Congress of the United States, so
that he does not know that anybody carm about him.

Our big job is to make sure tit somebody does care about him;
even if he has to be taken by the hand and given the lesson of private
initiative and private opportunity, and given the opportunity to get
a good eucation and a job. .I-Senator. Gom& And you think that he would be given more connl-

denoee that be would have more confidence in the concern of his coun-
try, of society, for him if he were 4iven an opportunity to earn his
way, than if given welfare contributions, however adequate or inade-
quate they might be I

Governor Vou% There is no quesion in mn mind that not just the
avers" human being but I would thin practically all human bemgwould feel a lot bter going home at n and going to bed With the
feeling that they had contributed someai to society that day and
every day rather than feeling they just had taken something out of
society and 'ven nothing to it.

Senator (joi. Senator Carlson I
Senator Cu.,so N. Governor, I just wish to state it is encouraging

to members of this committee and to Members of Congress, to have
individuals such as you in an executive capacity also concerned with
our problems of our States and Nation, and to come before this com-
mittie and give us the benefit of your knowledge and the concern
that you have had in your own State.

Having served as Governor of a State myself, I know some of the
&e problems' and I know. your concern about working together

with the- Federal Government and some of the problems involved.
All I want to say is that I appreciate very much your appearance
here this morning. Is

Governor .Vowu' Thank you, Senator Carlson.
Senator Gom. Governor I would like to exchange views with you

further, and also to hear other witnesses, but we have a vote scheduled
in minute from now on the floor of the Senate, so thank you very
much. ..

The committee stands in recess until 2 p.m. today.
(Whereupon, at 12 o'clock noon the committee recessed, to reconvene

at 2 p.m., the same day.)

ArTEJOOX SEASON

Senator HTwxm. The committee will come to order. The first wit-
nes we will hear this afternoon will be Mr. Ernest Giddings,. the leg-
islative representative, National Retired Teachers Association, and
other associations. You may wonder why we changed the order.
The chairman indicated that he ii going to be here in about half an
hour. I am substituting for him, and he wanted to hear these other
witnesses personally. You may pioeed, sir.
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STATEMENT OF ERNES GIDDINGO, LEGISLATIVE REPR.ESE A-
TIVE, NATIONAL RETIRED TEACHERS ASSOCIATION, AMERICAN
ASSOCIATION OF RETIRED PERSONS, NATIONAL COUNCIL ON
TEACHER RETIREMENT OF THE NATIONAL EDUCATIONAL AS.
SOCIATION, NATIONAL CONFERENCE OF PUBLIC EMPLOYEE
R E MENT SYSTEMS, AND NATIONAL ASSOCIATION OF RE.
TIEDCIVIL EMPLOYEES, ACCOMPANIED BY TAMES RUBIN,
LEGISLATIVE ASSISTANT; REX T. WRYE, EXECUTIVE SEORE-
TARY OF TUE PENNSYLVANIA PUBLIC SCHOOL EMPLOYEES
R E T SYSTEM AND PRESIDENT-ELECT OF THE NA-
TIONAL COUNCIL ON TEACHER R OF THE NATIONAL
EDUCATIONAL ASSOCIATION; AND LUTHER L MILLER, VICE
PRESIDENT, NATIONAL ASSOCIATION OF RETIRED CIVIL
EMPLOYEES

Mr. GDDiNos. Mr. Chairman and distinguished members of the
Senate Finance Committee, my name is Ernest Giddings. I am legis-
lative representative of the National Retired Teachers Association and
the American Association of Retired Persons. I am accompanied by
Mr. James Rubin. The other two gentlemen will be introduced whei
we reach the part of the test m ony with which they are concerned&

The combined membership of the two associations totals over 1,200-
000 persons age 55 or older. We are nonprofit and nonpartisan; dedi-
cated to promoting age as an achievement; and to encouraging pur-
poseful living throughout one's later years.

Our representatives have had, the privilege to testify before your
commi.ttee- n several occasions-encouragipg your efforts to sethen
the Social Security Act to meet the economic, health, and social needs
of all our, citizens.

When the act became law in 1935 it was generally accepted that
social security was intended toprevent: poverty rather than to relieve
that condition after it occurred. The pese of the cash benefit pro-

eto repa ie , panrrn lost whe a covered worker retires,
dimor bcomidabesnd. At evas are intended to provide a floor
of iome only, not to constitute the sole or major source of income
after' retlreeit or disability. -

Yet todaynearly 85 percent of individuals receivmg social security
benefits exist on their monthly payments. Some 5 million persons over
age 65 have yearly incomes under $1,850 a year. Two million others live
on less than $3,000. For one reason or another it seems that many older
persons have been unable to prepare adequately for their retirement
years.

We who have watched the system grow ar aware that social security
wasnever intended to provide an"adequate retirement pension., Yeti
we also know that many persons now feel thAt it should do so. They
view social security as the means by which this Nation will ultimately
provide a guaranteed annual income for its older citizens.

88-181 0-47--pt. $_-S8
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Whether this approach has merit is of little importance at this time,
for even a casual glance at our national problems tells us that all the
needs of the elderly will not be met at once. There are too many pres-
sures on the economy, both domestic and foreign, to allow you to do
everything you might like to do in 1967. . . k

Thus, aa you, we find ourselves in a difficult position. We know that
many meicans, old and young, lack even the meanest comforts of
life, and we feel obligated to speak in their behalf. We must urge a
reasonable expansion of the programs that mean so much to them.
We do ask for fair and equitable treatment for the millions of older
Americans. We ask for upgrading of their benefits in line with their
needs and with the abili y of our economy to meet these needs.

As you consider this legislation you will also be deciding what ob-
ligation this Nation owes to its elderly citizens. It is an awesome task,
for you have been asked to determine the limits of the public con-
science.

Perhaps it is time to consider how far we have come in the last 80
years and to. s just where we are going with social security. You
may find that a level of benefits needed to provide an adequate retire-
ment income cannot be earned under the present system of contribu-
tions. Many persons, for example, fear that adoption of some of the
new proposals will ultimately mean the end of the time-honored "in-
surance principle." If this occurs, traditional lines separating social
scurry and public assistance must be blurred.

Today we have a situation where those who worked under social
security for much of their lifetimes can no longer exist on their"earned" benefits. They are forced to ask for higher monthly pay-
ments, increases which to them are little more than a form of public
assistance. In fact, to some retired workers it may seem that the only
difference between an across-the-board benefit increase and "welfare'
is that social security places the financial burden on future, rather
than present, generations.

We have confidence that this committee will approach the needs
of older Americans from a broad point of view, in the best interests
of young and old alike. It is not our place to say whether social se-
curity taxes are too high, or that general revenues should be used to
finance future benefit increases-that is the job of Congress. I am sure
that members of this committee and the Congress are aware that there
is a point where payroll taxes can become cnfiscatory. With this in
mind, Mr. Chairman, we would like to comment on several matters
placed before you.

BENEFIT PROVISIONS

We are pleased that the House of Representatives took positive ac-
tion to bring the social security payment structure more in line with
the Cost of living. We do urge, however, that your committee recom-
mend increasing the present $44 minimum to at least $70 a month and
the general level of all cash benefits by not less than 17 percent.

We are happy to see that the administration, as well as many Mem-
bers of both houses of C r , is also urging a $70 minimum. When
we realize that this is the sole support of many Americans who served
this Nation so long and so well, we feel it is not asking too much, es-
pecially when we consider that most problems facing the elderly are
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economic in nature. We feel that the increases we propose would do
much to establish an income level for retired people more consistent
with today's economy.

EARRINGS LIMITATIONS

We are not happy with the treatment of the earnings limit written
into the House b. Of the 17 million persons over 65 eligible for
benefits, these limits affect 2.6 million who lose some of their earned
benefits. We believe that the increase from.$1,500 to $1,680 is merely
a token one, falling far short of overco ming the objection that the
limit is a "penalty'y provision. Most older persons do not understand
or appreciate thii restriction on their earnings; they feel it creates a
barrier to job placement, discriminating against those who need addi-
tional income the most and are willing to work for it. Some of these
persons, of course, ae those who financially may not be able to retire;
and they are aware that social security supplemented by permissible
earnings of $1,500 in 1 year under present law, or of $680 under
the-House bill, would be iiufficient to allow them to live modestly with
self-respect and independence which we all cherish.

We assume that a reasonable earnings limit is justified as long as
the present method of financing benefits is used. However, because we
are ilso dedicated to promoting useful activity on the part of older
persons we strongly urge increasing the earnings liniit to $m2 a
month. We realize that to go higher might create major fiscal prob-
lems; we are not sure. But to keep it below $20 a month will serve to
reduce initiative. It will diminish the opportunities for older people
to carry on meaningful activities. It wiR sentence many to an unpr0-
ductive existence dur-ing their sixties and seventies at a time when their
skills are badly needed by their employers and communities

And let us not forget that the additional earnings Ican be subject
to income taxation, so that these people can help pay, in an equitable
way, the expenses that this Nation is mcurino-Just as they have
always done in the past. These are not people sitting idlyby asking
the rest of the Nation to pay them merely because they exist; these are
people who have a lot that they can contribute to this country and
want to be given the economic freedom to do so without having to look
forward to the frustration of inactive retirement years.

Senator HArTKz. Mr. Giddings, I would like to compliment you
upon both of these statements. I just wonder, do you believe really that
increasing the amount of the minimum to $70 a month as the adminis-
tration recommends is sufficient?

Wouldn't it be better to go at least to $1,20 a year per person ? That
still leaves some below the poverty level, as I understand it, the
poverty level being about $1,500 under normal conditions for a person
over 65. Don't you think a person is entitled at least to exist in poverty
if ie is going to have social security? Will you be in favor o a 100
minimuml

Mr. GmDNOs. I have no position to state, as a personal position. I
am stating the position of an association where the policy determina-
tion is made by a legislative council of about 20 responsible members.

Senator HArrz..Didn't you take up my recommendation of a $100
minimum, or did you ignore met
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Mr. GDDNoS. No, no I didn't ignore you. I would be glad to-
Senator HAWMTK. It has been there. It has been introduced.
Mr. GmDrDNs. Yes I know.
Senator HAwrU. Ind it is ready for you. If we could get some

support from some of these organizations that come forward and
listen to the administration, the administration did not do very well
in the House. Maybe the Finance Committee could do better in the
Senate by itself.

Mr. GrDnos. I think it would be a good thing if they would do
better, so that in a conference committee, they would come out with
a better amendment. However, I do want to point out that the legis-
lative council of our associations recommended a $70 minimum at
least a year in advance of the administration.

Senator HAwrKE. I am not interested in a conference committee. I
am not talking about that. I would like to find out whether your
organization would be at least in favor of a man having $1,200 a year
income on social security.

I think that a man, as I understand it, $1,500 is at the poverty level
for a single person over the ag of 65, and this would still be below
the poverty level. Don't you think a man ought to be entitled to at
least $100-a-month minimum? You take it up with your association,
will you I

Mr. GmDnxos. I will be glad to do that. I assure you that our policy-
making body, a 20-member legislative council, will be openminded but
responsible and realistic. In trying to be representative of our mem-
bership, they seek to consider both older taxpayers and social security
beneficiaries.

Senator HArKU. Let me tell you if you don't make It, I will with-
draw it and write to your people, your retired people, and tell them
you folks aren't in favor of it. I want you to come out on this earnings
limitation also.

Are you really concerned about this question I You talk about how
you are going to pay for this. The problem here is tht no one seems
to be worried about the fact that we don't worry about paying for it
for unearned income. The man who goes out and works with his
hands or is gainfully employed and earns his income, and then the
Government comes along and takes part of it away, do you think that
is fair?

Mr. GmDnws. In that connection, it is interesting to note that the
substitute teacher who is 65 years of age or older and is eligible we
will say for the $44 minimum social security might go out and substi-
tute this fall for 8 months, and by her earnings in that 8-month period
make her ineligible for even the minimum social security benefits.

Senator HATE. That is right, and the retired teachers came to me
and said they wanted to teach, the net result is that on substitute
teaching they could teach for nothing, is that right?

Mr. GwvDios. That is right.
Senator HArKU. Here you have a shortage of teachers. You are

asking them to be substitutes, and if they go out and teach, they have
to go out and teach on a substitute basis, they will have to teach for
nothing

Mr. G iDNos. Unfortunately, that is true.
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Senator HAnrx That is sort of a foolish way to approach this
situation, but if you are a rich person who has some 6tock and are
cashing a dividend check, you can keep it, right ?

Mr. Wm3 Nos. That is right.
Senator HA^nE And you have some property and collect your

rent, you can keep it, and if you have a big bank account and are draw-
ing lots of interest, you can keep it. hut if you want to go out here
an-d teach on a substitute basis, you have to give the money back to
the Government.

Mr. GmviNss. The principle was written into the social security
law in the beginning, which the Congress has not been able to correct
in this time.

Senator HAWrX0. Maybe if we had more forcible push from some of
the Senators, maybe could get that done.

Mr. G(Dixos. I hope that you can.
Senator HArTM. Contact each one of them individually and tell

them you want to support the unlimited earnings amendment. I will
introduce it for you. I

Mr. GmDiNos. Of course on a limited earnings-
Senator HArIm. You are not in favor of unlimited earnings, is that

it?
Mr. Gwnxzos. We are trying to be realistic about it. In seeking to

keep our eye on the possible, we have always sought improvements by
reasonable steps. A

Senator HAMRXi. I am very realistic about it I want to be very
realistic. I want to treat a teacher here who wants to teach I want to
treat him just like I do that person who happens to have iherited a
lot of money. Don't you think that is fair? Or do you think the rich
people have a special right above your retired teachers I

Mr. GIDxDos. Well,_1 think that is a problem that Congress hasn't
dealt with realistically.

Senator HAMMFI. Don't say Congress hasn't dealt with it. We are
dealing with it. It is going to be brought up in the Finance Commit-
tee, and they are going to get a chance to vote on it.

Now I m ay be the only person who votes for it, but I will say this, I
suspect that it won't get many votes. You may proceed.

EXCESS BLOOD ANX MQVIRUMSrT

Mr. GDDiNss. We would also like to point out that it is unfortunate
that an elderly person who has required the use of blood during his
hospital stay would have to replace his 8-pint deductible with 4"pints
of blood under the House atnendmet. That is, the first pint he uses
must be replaced with 2 pints either by himself or a person acting
on his behalf. It is our understanding that this additional pint is used
by the hospital for its own profiL

We are very much in favor of encouraging donations of blood. Al-
though most elderly persons are not able donate blood themselves,
many of our members are volunteer work*. with the Red Cross anid
several of our chapters are working with their local Girl Scouts in
helping recruit blood donors. However, It does not seem that giving
hospitals a profit on blood donations will encourage such donations.
We ask you to consider whether the 8-pint deductible should not be on
a 1-for-I basis.
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MDICAE-UEALTH INSURANCE BENEFITS

We were disappointed to learn that H.R. 12080 fails to assure
medicare coverage to all persons attaining age 05 after December 31
of this year regardless of their quarters of coverage under social
security. Specifically, the person who reaches 65 in 1968 will not be
eligible for medicare unless he has acquired at least three quarters of
social security coverage. While the bill does improve present restric-
tions somewhat, it does not alter the basic cause of our concern.
Among the individuals who become 65 in 1968 a significant number
will surely find themselves not eligible for benefits under the medicare
program unless this 90th Congress acts to protect them.

At the present time we have no way of determining how many
Americans will never be eligible for medicare until the Congress takes
some action. We do know, however, that this list includes many of
the 2.5 million employees of State and local governments who remain
outside the social security system.

Although most employees in the United States are now covered
by social security, this is not necessarily the case with regard to pub-

---lie employees. The Social Security Act places a tax on both employers
and employees. Since Congress has never tried to force the issue of
txing a State or local government, coverage for their employees has
been on a voluntary rather than on a compulsory basis.

Con" uently, public employees in 13 States, several cities, and
Puerto Rico have chosen not to come under the social security pro-
gram. Most are covered by their own retirement systems, which gen-
ealy provide a level of benefits superior to social- security: Most of
theN however, do not have programs similar to the hospital insurance
features of medicare.

Regardless of the method finally adopted by Congress to assure
medicare coverage to all Americans at age 5, we believe the step must
be taken by the Congress. Of course, there is a bill before the cominittee,
introduced by Senator Ribicoff, which we assume will be given
consideration.

FULL MU)IOAL AND DRUG DEDUCTIONS

Next, Mr. Chairman, we hope the committee will once again take
action to restore the right of full medical and drug deductions to
persons age 65 and over on their Federal tax returns. As long as
medicare is burdened with exclusions and deductibles, the 4.2 million
taxpayers over age 65 need this protection. Let the record show that
we strongly support amendments now pending in the Senate to restore
such deductions to the older taxpayer.

INCREASE IN BZNEFITS FOR CERTAIN UNINSURED INDIVIDUALS

Two years ago, in 1965 Congress established a "transitional insured
status" for persons agei and over who were excluded from social
security benefits because their working lives were completed or sub-
stantialy completed before coverage was extended to their former
occupations. .

L year, in 1966 a Senate amendment granted a special minimum
benefit to certain individuals lacking quarters of social security cover-
age. Although the House obtained a cutback In conference, we believe
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the final agreement marked a significant beginning and would urge
that Congre take the next logical step. We deplore the fact that the
blanketing-in amendment finally passed last year denied the meager
$85-a-month special benefit to the 2-year-old teacher or other retiree
who is drawing as much as $35 a month in any form of public pension.
Such an injustice is contrary to the original intent of the Prouty
amendment and should be corrected by the Congress without delay.

We recommend that the remaining 750,000 Americans age 70 and
over be blanketed in the social security program at the minimum bene-
fit of $50 recommended in the President's message on the elderly and
now written into H.R. 12080. Reasonable eligibility requirements may
be established to prevent granting additional "pensions" to persons
otherwise qualified for retirement benefits under other programs or
not in need of subsistence income.

The number who would benefit from this recommendation is not
large and will eventually be eliminated by time, yet many of these
individuals are the retired teachers who, alter a lifetime in the class-
room, in some States, are receiving monthly payments of $50 or $0 and
have not been included by recent improvements in teacher salary and
pension programs. Widows of World War I veterans would also fall in
this low-pension group. These are proud individuals who have not
applied for public aid but who met every accepted definition of pov-
erty except that of the spirit

When the Railroad Retirement Act was passed in 1985, all retired
railway workers were included in its provisions for immediate basic
benefit& This precedent Omght well be used to correct the oversight of
these individuals in previous amendments to the social security pro-
gram and recognize our debt to them for past service and to provide a
true measure Qf security in their last years.

PEDUTION OF RETIREMENT BENErITS DUE TO SOCIAL SFCURITY INOREASI
Although we are certainly pleased to see that therewill probably be

a raise in social security benefit this year Mr Chairman, we note with
alarm a report by the Subcommittee on Eimployment and Retirement
Incomes to the Senate Committee on Aging which points out that
raises in social security too often do not secure the recipient an overall
rame, since his other retirement benefits are decreased accordingly. In
fact, sometimes a raise im social security will give the beneficiary an
overall drop In benefits. 1" .

We feel that this is very unfortunate, since it destroys congressional
intent, Therefore, we urge you to take action as soon as possible which
would alleviate this problem.

RMTrEMENT, INCOME TAX CRErr

Mr. Chairman, at your request the organizations urging updating
the retirement income tax credit have joined together i one statement
and designated me to present their request to your committee. The
organizations include: -

National Council -on Teacher Retirement, National Education
Association. The NCTR membership includes most of the State
teacher retirement systems and many city and county teacher retire-
ment systems. They are represented by Mr. Rex T. Wiye, on my right.
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National Conference on Public Employee Retirement Systems, con.
sisting of more than 100 retirement systems of which the Fraternal
Order of Police and the International Association of Firefighters are
well known to you.

National Association of Retired Civil Employees.
National Retired Teachers Association.
American Association of Retired Persons. They are represented by

Mr. Miller at my left.
Speaking for all of the above-named organizations, I respectfully

urge your committee to adopt a conforming amendment to section
87(d) of the Internal Revenue Code of 1954, the section pertaining
to the retirement income tax credit.

As the committee is aware, enactment of this section in 1954
removed an earlier tax inequity and created a partial parity in tax
treatment between tax exempt retirement income--socialsecurity and
railroad retirements-and nonexempt retirement income.

In framing section 87 in 1954, and in the subsequent amendments,
Congress limited the benefit to an amount equal to the exemption for
maximum primary social security benefits, but in the form of a tax
credit.

In keeping with the historic development of the retired income tax
credit and to follow the precedents of previous adjustments, we ask
your committee to approve an amendment to base the retirement
income tax credit on $2,268 hietead of on $1,524 for the single person
and on $3 402 instead of on $246 for a man and wife. Such an amend-
ment will update the retirement income tax credit from the social
security maximums of:1962 to the maximums recently written into
the House-passed bill, H.R. 12080.

Assuming, however, that the social security maximums which will
presumably be written into the bill finally passed by the Congress
this year may differ somewhat from those figures passed by the House
of Representatives, it would be our hope that your technical staff
would supply the necessary revisions to provide a true conforming
amendment.

Mr. Jack Kennedy, president of the National Conference on Public
Employee Retirement Systems, has asked me to express his regrets
that he could not personally be present to speak in support o.f the
position I have presented. Mr. R6i Wrye, speaking for the National
Council on Teacher Retirement, will present for the record a state-
ment setting forth the support of his organization.

Mr. Chairman, we wish to express. the appreciation of our several
associations to you and your committee for the splendid spirit of
cooperation and understanding we have always received in all of our
relationships with this committee and the individual members of the
committee. Mr. Wrye and Mr. Miller would like to present their
statement&

Senator HAmr& Did you want to submit your statement, or did
you want to read it entirely I

Mr. MIXLR. Mr. Chairman, my name is Luther L. Miller and, in the
absence of Clarence M. Tarr our president I appear for the National
Association of Retired Civil Employees. I will not take the time to
read the entire statement.

Senator Hfmzm. The entire statement will appear in the record.
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Mr. Mnu.m. Our association has more than 188,000 members, prin-

cipally retired civil employees of the United States, but including also
their dependents and survivors and widows of employees who died in
the service We have more than 1,000 chapters throughout the United
States. We speak for more than bOO,000 retired Federal employees and
more than 250,000 dependents and survivors of former Federal em-
ployees. We are also concerned with the welfare of millions of other
elderly retired citizens living on pensions under State or local gov-
ernmental vla"s, or under private plans, or with retirement income
in the form of dividends and interest, who share only meagerly or not
at all in social security benefits. We thank Mr. Giddings for his state-
ment in our behalf, but wish to add a few words in our own behalf.

I will let t&e statement speak for itself. We in the statement-pinpoint
two thin which Mr. Giddings has brought up. That is the matter
of the retirement income credit and the restoration of the privilege of
deducting medical expenses for income tax purposes for taxpayers
over 65.

Also I call your attention to another statement which he has made
with regard to the reduction, of retirement benefits due to social se-
curity increases.'That also applies to cost of living increases for civil
service retirees and it is quite likely that the present trend, if it con-
tinues, will bring about cost of living increases for civil service re-
tirees the first part of 1968, and this could cause hardship for some of
our membership.

I would like to see the committee not only change the present rules
in order to help those who would receive social security increases, but
also to help those who might secure civil service increases under the
cost of living.

(The entire statement of Mr. Miller follows:)

PaARED STATZEMNT Or LUTHa L. MILLtE, VICE PRESIDENT, NATIONAL Asso-
CIATION o RwTr D CIVIL EXPLOIK

MW. Chairman, my name is Luther L. Miller and, in the absence of Clarence M.
Tarr, our President, I appear for the National Association of Retired Civil Em-
ployees. Our Association has more than 133.000 members, principally retired civil
employees of the United States, but Including also their dependents and survivors
and widows of employees who died in the service. We have more than 1,000
Chapters throughout the United States. We speak for more than 500,0 retired
Federal employees and more than 250,000 dependents and survivors of former
Federal employees. We are also concerned with the welfare of millions of other
elderly retired citizens living on pension,% under State or local governmental
plans, or under private plans, or with retirement income in the form of dividends
and interest, who share only meagerly or not at all in social security benefits. We
thank Mr. Giddings for his statement In our behalf but wish to add a few words
in our own behalf.

PUL=O SERVIE

Many are prone to overlook the importance of persons in the public service In
the building of the Nation's greatness. Our industry could not have grown to
its present magnitude without the protection of our National Government, which
could not function without. its staff of civil employees 'There could be no pros-
perity without the protection assured by State and local governments. Our vast
systems of schools and universities could not exist without devoted teachers

Our medical knowledge could not have been developed without great research
institutions staffed largely by public employees. These public employees have
their owner retirement systems, and most of them do not participate in bene-
fits under the social security system. Unlike the social security and railroad
retirement systems, where benefits are not subject to either Wederal or State
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Income taxes, those retired under governmental staff retirement systems find
that their retirement incomes must be repotted as taxable Income on Federal
income tax returns and on State income tax returns in many States.

PIUVATZ RMJ RUENT INCOME

There are also a substantial number of our elderly citiens who receive re.
tirement Income under the form of Interest or dividends which Is subject to
tax, whereas benefits under social security and railroad retirement systems
are free from taxation.

DISCRIMINATION IN INCOME TAX LAWS

We have contended for many years that it Is manifestly unfair to exempt
some forms of retirement Income from Federal Income taxes while refusing
to exempt other forms of retirement Income. We cannot see any basis for this
discrimination in favor of employees retired from private industry and against
retired Federal workers, retired State and municipal employees, and retired
school teachers. In 1954, this discrimination was partially alleviated by a re-
Urement Income credit of $1,00, which was the amount of the maximum tax.
free Individual benefit under social security, although less than the corresponding
amount under railroad retirement. Later, when the maximum annual Individual
benefit under social security was Increased to $1,524, the retirement Income
credit was promptly increased to $1,624. Furthermore, In 1984, the retirement
Income credit was extended to married couples over 65 years of age to com-
pare with the combined tax-free social security income of a similar couple. This
gave a couple over 65 years of age a retirement Income credit of $2,280.

RarIumNT" INCOME OREIT

Social security benefits were increased substantially In 1905, but there was
no corresponding Increase in the retirement income credit. Still greater In.
creases are pending as the result of the House approval of H. R. 12080, now spend.
ing before this Committee. Furthermore, the Income base was Increased in
1905, and a further increase in this base Is pending In H. R. 12080. As a result
of these Increases, the retirement Income credit should be correspondingly In.
creased to $1,860 for an individual and $2,700 for a couple in 1007, with a
further increase in 1968 to match Increases resulting from H. R. 12080.

MEDICAL DEDVCTIONS

We have another serious tax problem. Through the year 19066, taxpayers over
65 years of age were permitted to claim as exemptions on their Federal Income
tax returns practically all of their medical and dental expenses, which was
very important for persons who have to pay out large sums of money for medical
care. This was drastically changed by an Incidental provlslon of the law author-
rJing medicare, and now we find severe limits to the amount of medical expenses
we can claim as deductions. It is true that medicare helps with many of our
medical problems, but we have many members who do not share its benefits.
You will recall that most Federal employees who retired since July 1, 190
were specifically excluded from medicare benefits but were not excluded from
the change In Income tax deductions. Also, there are a great many others who
have medical expenses which were not helped by medicare, as for example, the
persons who have tremendous outlays for prescription drugs and medicines.
These are the people most hurt by the new restrictions on medical deductions.

SUMMARY

Our members are loyal Americans who have demonstrated their devotion by
long career of public service prior to retirement. They are still loyal Americans
Willing to bear whatever just tax burden they must assume for the benefit of
their country. In all Justice, we should not have to pay more than our fair share.
And so we respectfully urge elimination of the Present discrimination against
us in Federal income tax laws, and the restoration to us of the medical deduc-
Uons so necessary to persons In our stage of life.

Therefore, we ask that HR. 12080 be amended by your Committee to provide
an Increase in the retirement income credit to equal tax-free social security
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income, and to restore the unlimited medical deductions for persons over 6
years of M.

Mr. Chairman, I thank you for this opportunity to appear and present our
views In this matter, and I will endeavor to answer any questions you or other
members of the Committee may have.

Mr. WRY. Mr. Chairman, I am Rex T. Wrye, executive secretary
of the Pennsylvania public school employees retirement system and
president-elect of the Xational Councif on Teacher Retirement of the
National Education Association.

I want to consume only enough time to endorse the testimony of the
National Retired Teachers Association as just presented by Mr. Ernest
(iddings insofar as it applies to amending section 87 of the Internal
Revenue Code of 1954 to equalize for all taxpayers the amount which
may be taken into account m computing the retirement income credit
thereunder. To further expedite matters, I respectfully request that
the formal statement I am about to file be made a part of the record
of this hearing.

Thank you, Mr. Chairman, for affording us this chance to appear
before this committee.

Senator IImaxinc. The entire statement will appear in the record.
(The prepared statement of Mr. ,Vrye follows :)

PaUPARu STATMINT Of Rtx T. WaY; NATIONAL COUNCIL ON TUAHEn
RwamiZiT, NAtoNAL ZEvATION Ass0oxow0o

Mr. Chairman, my name is Rex T. Wrye, executive secretary of the Pennsyl-
vania Public School Employees' Retirement System and President-Elect of the
National Council on Teacher Retirement of the National Education Association.
The Council's membership is composed of teacher retirement systems,. state and
local education associations, and in the NIDA unit which represents these or-
ganisations and teachers in the field of retirement. The NEA has over 1,00,000
members.

My testimony Is limited to the retirement Income tax credit set forth In Section
87 of the Intemam Revee Oode of 1964. As you know, HR. 5710, the Social
Security bill which was considered by the House Ways and Means Committee
and reported out and passed as H.R. 12080,- contained a provision on the taxation
of the elderly in Title V. The provisions of Title V were not included In HZ.
12080, nor were any other provisions on the taxation of the elderly. For this
reason, we find It necessary to urge this Committee to consider a conforming
amendment to Section 87 of the /tten l Re veme (od4.

As the members of this Committee know, the purpose of the retirement income
tax credit is to provide tax equity for those who do not receive tax-free Social
Security benefits but do receive taxable retirement income from other sources.
In order to provide this equity, the base on which the tax credit is taken must
conform to the maximum payable under Social Security. Section 87 has not been
amended since 1902, although Congress has Increased the maximum benefits
payable under Social Security. Therefore the present tax credit base remains at
$1,524 for a single person, and $2,280 for a married couple. This Committee is
now considering an Increase In Social Iecurity which would make the Inequity
greater. For this reason, we recommend that the base be increased from $1,524
to $1,805 for single persons and from $2,280 to $2,758 for married persons.

I have attached to my testimony a draft bill which we believe would acom-
plish the tax equity we seek. The figures in the bill are those I have just given
you afd are based on what we believe the maximum under Social Security will
likely be when you have finished your deliberations. Of course, we will not know
what the final figures should be until the Oongress has enacted, the 196 Social
Security Amendments.

The National Education Association, representing the teaching profession
along with the other public employee groups represented here today, have had
an active Interest In the retirement income tax credit since it was first enacted
in 1964. Since that time we have urged, and the Oongress has adopted, Incrasee
In the tax credit base as Social Security maximum benefits have increased. This
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is what we are doing today. We request that the Congress again establish tax
equity between those who receive retirement benefits which are taxable and
those who receive Social Security benefits which are not.

Thank you for your consideration. We appreciate this opportunity to express
our views to this distinguished Committee. You can be assured of our willingness
to cooperate with you at all times.

A BILL To amend section 7 of the Internal Revenue Cde of 1954 to equallse for all
taxpayers the amount which may be taken Into account in computing the retirement
Income credit thereunder
Be it enacted by the Senate and House of Repretentalfvea of the United States

of AMea in (7ongreae a*sembed, That section 37 (d) of the Internal Revenue
Code of 1964 (relating to limitation on retirement Income) is amended by striking
out "$1,524" where It first appears and inserting in lieu thereof "$1,835."
Szo. 2. That section 87 (1) Is amended by striking out "$2,286" where it first

appears and Inserting In Ueu thereof "$2,753."
Szo. 8. The amendments made by the first two sections of this Act shall apply

only with respect to taxable years beginning after December 81, 19M8.
Senator HARTKF. I want to thank you gentlemen for your testimony.

The next witness will be Mr. Mark Berke of the Mount Zion Medical
Center, on behalf of the American Hospital Association.

STATEMENT OF MARK BERKE, DIRECTOR, MOUNT ZION HOSPITAL
AND MEDICAL CENTER, SAN FRANCISCO, ON BEHALF OF AMERI-
CAN HOSPITAL ASSOCIATION, ACCOMPANIED BY WILLIAM 1.
M IJELLTR, PARTNER IN THE ACCOUNTING FIRM OF ARTHUR
ANDERSEN & CO.; TORN R. STAGL, DIRECTOR, PASSAVANT
MEMORIAL HOSPITAL, CHICAGO; KENNETH WILLIAMSON, DI-
REOTOR, WASHINGTON SERVICE BUREAU, AMERICAN HOSPITAL
ASSOCIATION; AND DR. E. 1. CROSBY, EXECUTIVE VICE PRESI-
DENT, AMERICAN HOSPITAL ASSOCIATION

Mr. Bmu. I am Mark Berke, director of Mount Zion Hospital and
Medical Center, San Francisco. I appear here today in behalf of the
American Hospital Association, as a member of the board of trustees
of the association. Joining me at the table is Dr. Edwin J. Crosby,
executive, vice president of the association.

With me is William J. Mueller, a partner in the firm of Arthur An-
dersen & Co., known nationally and internationally as public account-
ing authorities. Accompanmg Mr. Mueller is John R. Stagl, direc-
tor, Passavant Memorial Hospital, Chicago, who will join us in dis-
cussing any matters presented. With us aIso is Kenneth Williamson,
associate director of the American Hospital Association and director
of its Washington Service Bureau. Senator, I have a fairly lengthy
document here which, with your approval, I will not read entirely but
I would like it to appear in the record.Senator Hmr .It will appear in its entirety in the record, and you
may cover such portions of it as you think are necessary to cover orally.

Mr. BERKE. Thank you, sir. In my statement I will discuss the gen-
eral area of hospital costs and operations from the viewpoint of an
administrator engaged in the day-to-day operation of a large hospital.
Also, I will present specific comments and the recommendations of
the association on certain aspects of H.R. 12080. Mr. Mueller will fol-
low me and discuss various technical financial aspects of the medicare
law and particularly the basic questions involved in the consideration
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of the long-range capital financing needs of hospitals. In the following
two pages I revie significant roles of hospitals in the implementa-
tion of the medicare law.

The hospitals of this country have been, beyond any doubt, a major
factor in the successful implementation of the medicare law. I know
of no other program undertaken by the Federal Government in-
volving so many millions of our citizens that has been so smoothly im-
plemented in so short a period of time.

We must bear in mind that not only was this a complicated program
in terms of benefits, but also it was one that presented difficult prob-
lems in administration and implementation. The great majority of
hospitals were faced with a completely new approach to reimburse-
ment by the Federal Government. Widespread concerns, and even
fears about a Federal program. of this magnitude had to be overcome.
Public uncertainty and confusion about the details of the program
required a major and speedy communications effort by, hospitals, so
that the public generally and patients specifically might have a clearer
understanding of the intent and provisions of the law.

Broad speculation and prognostications that there would be waiting
lines of the elderly outside every hospital, and that every acute hos-pital bed in the country would be filled with older patients-hypoth-
eses with which incidentally, the hosRital field never agee-ifailed
to materialize. he medncare law with its broad social ignficance has
been made to work, and the sick elderly of the Nation have been well
served, together with the sick of all ages.

From my own experience with the institution I serve, I can assure
you emphatically that these desired results simply could not and
would not have ieen achieved without the full support of the hospitals
of the Nation, and without complete cooperation among the hospitals,
their medical staffs, the intermediaries and the Government. Of course,
this has not come about without some real problems, and it was to be
expected that a program of this magnitude would.require various
adjustments which have become evident through our oint experience.
These are the matters to which we wish to address =ourslves today.

Senator HAmr Kx. We will have to recess because that is the final vote
on the elections bill which is in the Senate. At least we did get in 40
minutes of testimony.

Tho recCHe ,. I will call the hearing back in order. Will you

proceed.
COSTS OF HOSRIAL QAW

Mr. Bm tx. The Federal Government has indicated that it is greatly
concerned with the costs of hospital care and the future of such costs
as they will bear upon the overall financing of the medicare program.
We filly understand this concern and we share it. However, we are
troubled by the depicted image of hospitals and the explanation being
given wide expression that the incr-sinj costs of hospital care result
from the ineffc iency of hospitals and their lack of incentives for good
management. We bieve this is a gross misstatement of the factsi.

It seems fair to assume that any discussion of hospital efficiency and
effectiveness will be, and must be, based upon a comparison with other
industries or endeavors; and I must say now that we have absolutely
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no fear of hospitals being compared with any other industry or busi
ness enterprise in the count ry, either from the standpoint of .eneraI
management or on the basis of the efficiency of their operation. A
factual comparison would, I am certain, reveal that hospitals will
"look good" when compared with such fields as education, business
industry and most assuredly the whole administrative area o?
government.

Most of these organizations operate 5 days a week and, generally,
only one 8-hour shift a day, as compared with the continuous, year-
long, round-the-clock operations of hospitals and other medical care
institutions. There is an obvious and enormous capital investment in
plant and in equipment that lies unused for long periods of time in
many of these nonhospital endeavors.

One can note this particularly in the whole field of education, where
facilities often lie idle for long and frequent periods of holidays and
summer recesses. The nonprofit, voluntary hospital, of which there
are 3,478, is operated by a board of trustees, and I would estimate that
there are more than 30,000 such trustees across the country. Trustees
are drawn from all walks of life, but largely from business and in-
dustry and they bring their acumen and expertise to bear on the ques-
tion o? hosital operations. I have not heard that they are critical of
the hospital operation in itself as being an inefficient one. Further-
more, there have been numerous examples of industrial engineers and
others widely experienced in various phases of management in the
general field of business and industry who, upon becoming involved
with hospitals, have found that the hospital is a difficult, intricate
and sensitive operation to administer-much more so than most
businesses.

The most important criterion of the hospital is now, and always
has been, and I ho. always will be, the quahty of its product. We
are completely willingg &N anxious to compare the quality of the
product of hospital care with the quality of the product of any other
commodity which the American public purchases. In fact, I would
sy flatly that if the quality of hospital care is not sustained at a
higher level than many other services or commodities purchased in
our country, I would feel very sorry for the public.

In talking about the hospital field we must constantly remember
that we are not speaking about a monolithic structure in Which all ele-
ments think and speak as one. Hospitals do not all turn at once when
father says "turn,' nor, when they do turn, do they turn at the same
time, or at the same rate of speed, or even in the same direction. This
may be seen as a weakness; but, in a pluralistic society, it is also amaj or strength.he median size of hospitals nationwide is 67 beds, and in fact, 60

percent of our hospitals are less than 100 beds in size. Thus, we are
looking at some very large. organizations; and we are looking at a
great number of very small organizations. In spite of this diversity
of size, there is, I believe, no industry in our country that is ad-
ministered by more highly trained or skilled administrators. There are
17 university master degree programs in hospital administration in
the United States, and they have graduated a total of over 6,000
students, most of whom are working in.hospitals in administrative
positions. These schools are now graduating 350 students per annum,
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who are largely employed by hospitals. The students are all required
to have at least a bachelor's degree and are required generally to take
at least 1 additional academic year although some programs are now
increasing this to 2 years with an additional year spent in residency
under an approved preceptor.

Another area in which the hospitals are deeply involved is the
training of medical personnel through internships, residencies, schools
of nursing, and other programs for health personnel. Thus, 806 of our
hospitals have programs involving 10,366 interns, 1,442 programs in-
volving 31,762 residents, 752 registered-nurse programs involving
139,070 student nurses, and 311 practical-nurse programs involving
36,129 student practical nurses. This work is essential to the future
of health cars and, of course, represents a very significant element of
the cost of operating these hospitals.h

All in all, I do not wish to imply that there is no room for im-
provement in the management of hospitals--there is, indeed, a great
deal of room, as there is in any business, industry, or any other form
of human endeavor. I know of no other enterprise in the country in
which there is shown a greater sense of conscience and responsibility.
The hospital field is completely aware of its accountability to society,
so that self-criticism and self-analysis are constantly at work. Further-
more, no other field that I am aware of has been as ready and willing
as have hospitals to accept evaluation by outside group, not only of
professional standards but also of business and aMirative prac-
tices; and I would like to outline briefly for you some examples of
programs that are in effect throughout the hospital field to measure
and to provide tools and information for improved administration:
1. Oommi si for Ad strativ ServW cei Hoepias8

This program is an example of one that develops the use of indus-
trial management techniques in hospitals, particularly in the area of
nursing services. The program started in 123 hospitals in California.
Similar programs are now-being developed on a large scale in Virginia,
New York, Michigan, Georgia, Florida, and Illinois. Although a
number of hospitals already had industrial engineers on their staffs,
these programs have stimulated the employment of industrial engi-neers on the staffs of a growing number of hospitals across the coun-
try. The program is also being employed with great effect in the
laundry and food service departments of several hundred hospitals.
B. Ho8pita AdmirdWathe Semvics

The 2,600 hospitals now participating in this computerized pro-
gm-representing well over one-thlf of the acutoecare beds in the
Nation-are provided with comparative productivity and financial
data. The obvious value of hospitals gearing up to participate in the
program in this reporting system has brought about considerable
improvement in the internal operation of hospitals and furnishes them
comparative statistics on which they can evaluate their own operations.
S. 7ost AIIooioI Program

Approximately 1,000 hospitals participate in this rapidly growing,
centralized computer program, designed to provide the individual hos-

pital with detailed allocation of costs. The program has recently been
accepted as meeting the medicare reporting requirements of the Social
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Security Administration. Based on this acceptance, it is believed that
many hospitals will be able to more efficiently carry out the burden-
some cost allocations required by the medicare program.
4. Management Review Program

This is a roam, financed originally through a Ford Founda-
tion grant, whicl, by establishing criteria for effective hospital man-
agement, stimulates good management and helps administrators to
improve management procedures through qualitative evaluation by
independent surveyors. More than 3-000hospitals have been surveyed
to date, and have received benefits from the program.
6. A8ooiation Eduoational ervies

The American Hospital Association and allied hospital associations
have for years provided other services to maintain and improve qual-
ity and effective management in hospitals. More than 250 manuals,
monogaphs, and pamphlets are in current publication by the Ameri-
can Hospital Association and, provided to the members. These cover
the broad range of hospital activities including such areas as financial
management, personnel administration, engineering and maintenance,
laundry, planning, and infection control. These are supplemented by
monthly p ublication of periodicals and newsletters.

In addition, the association conducts an ongoing program of in-
stitutes and workshops in which thenewer techniques and pactices
of all hospital activities afe carried to the field; in 1966, 58 formal
institutes were held. These educational activities of the association are
coordinated with the educational activities of other health field asso-
ciations at regional, State, and local levels and by other professional
groups within the health field to reach the broad population of hos-
pital supervisory and other personnel. Thus the skills of the field are
kept well honed by constant interchange of up-to-date ideas, practices
and techniques.
6. Quality Oontrol

A. Joint ommkmion on Aeoreditation of Hospitals
The commission program, jointly sponsored by the medical profes-

sion and hospitals, establishes standards by which the quality of care
rendered in hospitals may, be measured through the procedure of per-
sonal inspection by a, physician. This is a major voluntary effort to
assure the public of high-quality care and, in fact, forms the basis for
medicare acceptance of participating hospitals.
Approximately 0 percent of 3,013 acute short-term general ho-pitals have met the standards of approval of the Joint Commission on

Accreditation of Hospitals.
B. Commiselon on Professional and Hospital Aotivities

1. Pofesiona2 aoti. tW 8tudy.-This voluntary program is co-
sponsored by the American Hospital Association, Anerican College of
Physicians American College of Surgeons and the Southwestern
Mi.chigan hospital Association, and is participated in by 1,004 hos-
pitals. It provides detailed information on the utilization of hospitals,
by secifie illness categories, and is an important tool by which the
professional staffs of participating hospitals may evaluate their
quality control and overall performance. This thoroughly computer-

1174



SOCIAL SECURITY AMENDMENTS OF 1907

ized program constitutes a most significant effort in self-analysis by
hospitals and their medical staffs of their medical and hospital
practices.

2. Medioa_ audit program.-Subscribing hospitals are furnished
computerized materials to facilitate their own evaluation of the quality
of medical care they are providing to their patients. I would like to
point out here we are not talking of just a few hospitals involved in
these programs, but thousands of hospitals in the United States.

How effective have the aboveprograms been, and what impact have
they had on the hospital field f I would like to discuss some examples,
especially in larger departments of the hospitals, because it is in these
areas that the results Show most quickly in significant terms.
1. Dietary JServim

There is widespread and free exchange of information among hos-
pitals on new developments concerning food service programs. The
Hospital Administrative Services centralized computer programs pro-
vide comparative cost data and these are watched very carefully. In
the case of Mount Zion Hospital and Medical Center, for example,
our raw food cost for 6 months was $236,178; and our total food cost
for the same period was $551,148. Because we serve 50,000 meals
monthly, an increase in cost of only 1 cent per meal is the equivalent
of $500 per month, or $6,000 per year; and, therefore, merits immedi-
ate review and inquiry.

Hospitals necessarily maintain and use the best of equipment and
facilities and the level of sanitation is held and must be held at a
superior level.

must be remembered that at least one-third, and in larger hos-
pitals a substantially higher percentage of patients are on special

dietary services which involve special skills, services, and costs. To a
large extent, this obviates the use of production line approaches for
these patients. There is widespread research into the most effective
and most efficient means of transporting food to patients within the
hospitals; and there has been much experimentation in the interests
of economy resulting, for example, in the generally accepted use of
prepackag d food. There is promise in the possibility of reconstituted
food and other methods which are currently being explored.
2. Nure Meg

The major change in inpatient care over th years m hos ital. hs
been the reduction in the length of stay for the individual patient.
Modern nursing care has been a substantial reason for this,

Recently Mr. Henry S. Rowen, president of the Rfand Corp., in ad-
dressing a large hospital audience, state that studied indicated that
there had been.an 80-orent increase in produtivity on the part of
physicians. For myself, I can affirm that thp inciei' is in very large
measure due to the orgaiization of series o h - h hospital have pro-
vided,,and which have encouraged and aled the6 imividuql physi-
cian to use his time most effectively foir the care of his patients . In-
creasing tile productivit of physI ans has, however contributed sub-
stantially to increased hospital cosltsThe, -p'oes 1as certain re-.
quired i great deal more nursing srvic t6pati nts'

The signific nt factor the public is, however, the observation
of the tie oz f the physical, beeauie this has contributed importantly

88-281 0--.-t a-29
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to the overall effectiveness of the health care system of the country,
and has measurably offset the national shortage of physicians.

To utilize the professional nurse only in those areas which require
her particular sk1 and education, there is developing a widespread
use of various types of nursing aides and highly slled technicians
to perform increing numbers of special tas within the hospital.
I . Ekeohroio Data ProoeeeAn and Oomuter Teohnique"

I believe the hospitals of the Nation have demonstrated their sense
of responsibility by the conservative attitude with which they have
approached electronic data processing. This is, we find, an extraordi-
naily ex ive procedure. There are now more than 250 hospitals,
either in iviuy or joined in groups engaged in the use of com-
puters. Hospitals have been genuine innovators in the use of this
equipment.

In addition to the customary use of computers for business offices,
reordkeeping, information retrieval and similar applications, hos-
pitals are developing sophisticated approaches in some unusual and
imaginative progr Ms for medical care For example, some systems
that are present in use or are being planned, are:

(a) A joint effort of ?our hospitals (Charlotte Memorial, Presby-
terian, and Mercy in Charlotte,-N.C., and Greenville in Greenville,
S.C.) to speed data communication and retrieval from clinical labora-
tory, pathology, and radiology enabling faster diagnosis and treat-
ment specification. The aim is to reduce the average patient's lengthof stay by one day.- --
(o ) Mount Sinai Hospital, New York carries on computer analysis

and reporting of electrocardiogram results.
(o) The universityy of Missouri Medical Center conducts computer

evaluation of laboratory tests for accuracy and content, and reports
are made to the floor by computer. This system also accumulates test
data, which are instantly available for diagnostic oy mesearchpurposes.

(d) At the Mayo Clinic, a monitoring system displays changes in
the patient's blood pressure, temperature, breathing rate, and heart
rate on a television screen during neurosurgery.

() The Mayo, Clinic also has an ECG system which records 50
ECG's per hour for subsequent computer'analysis at the rate of 250
perday.

(f).Kaiser Foundation hospitals perform 19-step multiphasic
screening physical examinations for Q00 patients each-month. A
computer compgres the measurements taken with stored 'standards,
and prints out'abnormalities ,"

(g)A computer at Meorial 'Hospital for Cancer and -Allied
Diseases in New York 'determines ,a4iatio, Aosage for patients.Mount. Zion 1ospi~ ~ and Mecal Center in San Frpnoisco is linked
tothis sytem by means of a tAetypemachine.'.Hosi are mxpeqlrntipg. with thIe evelopm nt of 4ata pMrces-

iginthe who nfttei 006 1 ~tifr the u H4iztion'o uruse to -ich hospi talS arosng, to data procsng
obiodl requ ire. al04- skldl and experience w ich the authorities
In this ffeld can'brin - b" In many ierie d n dusty,
advanced research is gong on, whle at th. ame time, hospitals are
trying to alke sure tat t use Of t6e quipmentai, r !atdprocQ-
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dures is warranted, and will contribute to effective and economical
operations.

Of course, we share with all other users of such equipment the
marked shortage of skilled personnel needed, and I must remind you
again of the large number of hospitals that are small in size. The
cost of development of these techniques in a single institution is
prohibitive and we are, therefore, striving for the development of
cooperative endeavors.

At present, however, many efforts at cooperative endeavors in this
and many other areas of hospital operation are largely frustrated be-
cause of the adverse actions o the Internal Revenue Se&vice.

The CHATnMA. Why did you say the Internal Revenue Service
frustrates this proposal?

Mr. BmtKa I come to that a little later.
The CHmAmMAN. Go right ahead.

ZMNTs OF rNREasEm COST OP CAN1

Mr. Bmz. The increasing costs of hospital operations are due to
labor increases, to increased costs for materials and supplies, and to
the effects of the regular inflationary spiral. .

These wage patterns are reflected in national cost analyses and
predictions. Hospitals are particularly vulnerable to the impact of
changes in salaries and wages, because salary cost account for 60 to
70 percent of hospital expense. This compares to an industry rate of
some 20 to 80 percent. Thus, in theincreingly costly labor market,
a raise of 5 cents per hour to employees across the board represents an
increase of $1 per patient-day in the hospital field, compared with the
cost to industry of 40 cents per day for the same 5-cent hourly increase.

Ever since the end of World War II, hospital wages have been
edging up, spurred by the inflationary trend and by the competitive
need to bring admittedly low wage levels closer to the prevailing levels
in the community. In San Francisco, where hospitals have been
unionized for many years, the annual increase averaged between 8
and 5 percent, and this applied to all personnel, including nurses. In
1966, however, hospitals were subece to the first major break-in this
pattern of wage escalation;- and during the year 1965-46, salaries
for nurses in many parts of the country rose 15 Io 20 perc. .^

Data on nursing service salaries fom a random seection of 1,889
hospitals across the country show the following further increases for
the-7-month period from September 1966, to April 1967: 1,122 hospi-
tals, 10 to 15 percent; 767 hospitals, 6 to 10 percent. ,

Between September 80, 106, and September 80, 1966, the total
expense per patient-day increased 9.8 percent. On the basis of "Hospi-
tal Indicatrs" information plus results from supplemental cost
studies on nurse salary increases, the following cost increases are
anticipated between September 80, 1900, and September 80, 197:

Amga 88118 . ........................................... r2.00 $6 00-

Salary expwa y.... ...................... ."...s. l o
Srxpan p r p it- ................................................. .. 1.03

Toal awpawtpday ............................................. 4.83 57.93
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Following figures represent actual experience in the last 6 months
of fiscal year 1907:

111 6 months lit 6 moths PerceAt
01 1966 of 1961 IncMse

Averugsn al ary .............................................. 4,311 $4,857 12.6,.MEM20,9904,. MEP0 am~x m~ ms a tntday...............................
Owle expense We Pa et-&ay ....................................... 1

Total o u pri tnt-4day ................................. 48.i9 54. 84 13.8

In California and on the west coast generally, nurses' salaries went
up between July 1068 and April 1967 approximately 86 percent'
and salaries for 18 other hospital employee classifications increase
from 10 percent. In the case of Mount Zion Hospital and Medical
Center, this means our payroll will increase $1,180,000 over a 12-month
period, and additional increases will be requested in union negotia-
tions during 1967. In the case of San Francisco's St. Luke's Hospital,
the increasid cost is $829,454; and for California Hospital in Los
Angeles it is $60,000.

METHOD OF PAYMENT

We recommend that the provision of 1861(v) (1) be amended to
delete the requirement that reimbursement be limited to tit costs
incurred for the individuals covered under the medicare program.

Mr. Mueller will, in his testimony, discuss tie impracticability and
fallacies involved in attempting to segregate patients by age or simi-
lar groupings on the basis of costs. I would ike to stress at this time
the medlco-social reasons against such an approach, bearing in mind
that the hospital is a social instrument as welf as a medical institution,
since it is a method created by society to meet certain of society's
problems.

We have developed an excellent voluntary hospital system in the
United States. There are numerous reasons for the high quality and
high standards of our voluntary hospitals' and one of these reasons
is the flexibility we have shown in the development of new programs,
such as the dramatic open-heart surgery advances of recent years.
While costs have always concerned hospitals, they have not deterred
us from growth and development, for we have bein able, when neces-
sary, to spread the cost of new developments among large numbers
of patients, rather than charge a few patients who benefit from them,
the extremely high costs their-illnesses dictate.

An example of this is the intensive care unit, a service adopted
quickly by many hospitals since its effectiveness was first demon-
straed a few years ago. At Mount Zion Hospital and Medical Center,
we estimate our costs per patientday in the intensive care unit to
be $115, whereas our charge is $64.50. California Hospital, with a
cost of $100, has a charge of $65. The intensive care unit is a life-

service, and we learned early that, if we attempted to recover
the fun cost from each patient, there would be resistance by the patient
to the use of the facility and that this would result in unnecessary
deaths or In unduly long, complicated and costly hospitalizations.
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The coronary care unit is a similar development. At California
Hospital, this costs $120 per patient-day whereas the charge is $65,
for the same reason. When Dr. Michael DeBakey's artifclal ea.rt
operation becomes a routine procedure, it will obviously be extremely
costly. Shall we then deny this procedure to all but the very wealthy,
as we will have to do if the cost of the procedure Is borne only by
the patient receiving the service? It seems obvious to me that if this
direction continues, hospitals will be loath to introduce new pro-
grams--no matter now lifesaving they may be-in view of the in.
ability of the individual receiving the service to pay for it, and with
no opportunity to apply the insurance principle of spreading the
risk, and the cos, over many patients.

It may be argued that such advanced procedures as heart surgery
and organ transplant affect only the few. There are other more com-
mon, examples bearing vital sociological implications. The present
sy em of reimbursement places an additional financial burden on the
millions of young parents tust getting their start as Independent
citizens of our great onatio. I aefer, of course, to maternity and
pediatric care Accurate figure are hard to come by because, as I
indicated earlier, most hospitals spread such costs among a 1ar
number of patients. However, since the early 18s, countyep
in California have been required by law to maita i an accurate
charge structure related to their costs. I have information that the
Sacramento County Hospital is contem lating new charges in the
maternity department that will total M41.84 for a 4-day stay for
mother and baby. A comparable figure at Mount Zion would be
$857. Tho difference is attributable to the fact that we do not charge
at our full costs for all services for our maternity patients.This difference of course, must be made up by other patients. The
difference could be even greater. At Sacramento County, for example,
they charge a fiat $60 for the use of the delivery room. Many other
hospitals charge by the hour for the delivery room. An example of
what an houry charge could do can be seen in the experience of a
Washington area hospital. In that hospital the h argue for use of the
delivery room is $48 an hour, However on te basin of actual account-
ing, the cost of the delivery room is $1U per hour.

We think it behooves us to consider what we are doing to our totai
system of medical care, and not simply the cod of the ecare pro-
g'am. Before we foroe changes. on a system that has bee prove by
its results, we should be sure that the changes will produce a better
system than we had before.

There .e , reality, two kinds of costs incurred by every patient.
The first of these involves the oosts attributable to the in dual's
care and the services hs receives The second kind of oost is related
to the necessity of the hospital ein avlable to the community 24
hours per day and involves all of those services and persounq essen-
tial to fulfill the "readiness to serve" mission of the hosItal. If these
cost had not historically been4 assumed by all paying patients in
hospital 1 the, institution would have been u1nabl to continue opera.
tion; and, under these oirumnstanois the service would certily not
have been available when they ar needed by the community. Also,
as have pointed outo the tn*bility to sprmd oost would hove mil-
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tated against the development of numerous lifesaving services within
the hospital.

Therefore, we believe strongly that the Federal Government has
an obligation to meet its full responsibilities as a partner in the holth
endeavor and to assume its full shart. of all these costs in exactly the
same way as you and I and every other patient, have to bear our share
of these essential cots., When it is realized that in the future perhaps
50 percent of the patients in most hospitals will be under mediare
and medicaid, it becomes increasingly evident that neither the private
patient nor the community will be willing, or perhaps even able, to
assume the high-cost elements which are necessary for hospital service
but which are not paid for by medicare and medicaid.

FURTHUR rOMMENU ON 12080

We are pleased that the House has'proposed a number of improve.
men t in the medicare law which should facilitate its overall amin-
istration. I wish, however, to comment specifically on some matters
which we believe should receive further consideration by this 'd6m.mittee. r

The CHAkAx. Befo r you get-to that, I went to ask you about
the statement you made that the second kind of cost i1 related to the
necessity of the hospital being available to the community 24 hours
a d"y and involves all Of those services and personnel esential to
ful flllthe r(Adiwns to serve' mission of th6 hospital."

N ow Iam told thit if-a hospital etiys open 7 days a e on a full.
servib basise that stually resultsin 0 saving of money; because other-
wise you tend to have pittients ihi a hospital over the weekend who
could be diochat over thq weekend.

Mr..Bz . Y 8s if you de*elopyour o.upancy s6that the occii-
paneT is eqally readd overthe 7 days this is true. For example, it
is qute typical in hospitals throughout the country that over Lhe
weekend th hospital tends to have reduced occupancy. Patients go
home Friday, they want to spend the weekends with their families.

Now if you can arrange the matter so that the services are available
in the hospital on a 7-.day-a-week basis, while it costs you more to
put in the services, you have an increased number of patient days and
the hoSlital patient days should tend to be reduced.,

This s true if It can be'done that way, but in' hany eases we find a
number of difficulties in having patients come in ovet'-weekends.
Mothers need to stay with their families bver weekeds.;Thi whole
question of arrangements with physicians. comes into this. You still
need Oll the standby services in the hospital regardless of whether
you:have the occupancy or. nt. You have pebrinnel in- the operting
roo a f or examplropeating room nurses who are there regardless
of whether the loty used. We would' like to use the facility
more, but whether or not we are able to is another story. The standby

The OArAxz . So, if you can operate; your hospital r1i the basis
of a 7-day- schedule, s&edulingLpeople throughout the full week andyou can ge your doctors to provide service on-a 7-day-a-week basls--
that doesn't mean each doctor works 7 days, butfif he is not'working
somebody else is--4hen you get more eAoient use of your hospital, anu
you should be able to reduce the cost per patient day, I take it.
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Mr. Bamr. I think that is true. It Isn't quite as simple, of course
There are many complications, but if ideally we have the hospital
utilized at a high level of occupancy throughout the year, then you
would still have shortage of personnel to consider in this too because
you have to hire additional personnel to have the operation go on on a
full 7-day-a-week basis,

You still have all your other standby costs, and it is not aim.
ply--Senator, you are referring, of course, to-weekends and this is
rue, and holidays also but you still operate 24 hours a cay. You are

on a standby basis 24 hours a day. We have nurses in the operating
room evenings and nights for emergency cases, for patients presently
in the hospital for whom, for example surgery is not anticipated. You
still have to have those standby services.

The OhiWinAx. You are saying that certain services have to be
avoidable 24 hours a day, I days a week. Other services tend to be
concentrated during the first 6 days of the week.

Mr. Bzmz. That is right.

GOMON IS--POATIY BWI=

This section amends the definition of a physician-relative to par B
benefits-so as to include a doctor of atry and the functions he is
authorized to perform under the laws of the state in which he prac-
tices. We boliove it is neces ary to make clear that this will not in any
way assure podiatrists the right to practice in hospitals.

Hospitals must be able to continue to protect the patients and com-'
munity by carefully selecting those pro-fesslonals who are, permitted
to use the hospital ftcilities. Therefore the recommendations of the
Joint Commission on Accreditation of ifs.itals will guide hospitals
in this regard. Hospitals will grant the privilege of using their fail-
ities on the basis of the individual's qualifications. Patients will be
admitted by and under the ultimate responsibility of, a 'doctor of
medicine who is a member of the hospital staff.

xOmJON lM

This provides for hospital outpatient services, both dilagnostic and
therapeutic, to be covered under the supplemental medical insurance
program, part B,1 rather than under the hospital program, part A
as they are at present, Also It Is provide that these serviei would be
subject to the $5wa year Aeductibleand , th610 percent coiiiirMaeefeatures, both of which are a part of part B. The present $20 dedut-
ible and 20-day limit provided under part A would be removed

In some respects, this is an Improvement rand w assist i a
certain of the exist administrative problems; however we are de-
appointed that the .ouse did not accept the recommendation which
we made for the handling of outpatient services.

We recommended and-we still recommend that all outatiqnt serv-
ies .be providedIn Wpart A of the law atd that the deductible require-
ment be removed, as well as the 20-day Period, and I lieu thereof a4
straight c6insur1mce factor be providedww h ich would be applied to each
indivIdual service. b

in -respect to the piMov1sions of H.R. 12(0fiOad i 6:: "1f ~sii o
n0086o1, we believe the $60 deductible Is *ij likely to be 4% deter rent to
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the provision of outpatient services. It is our belief that many of the
patients applying for outpatient services in hospitals will be receiving
physicians' service anyway, and thus will be having to make arrange-
ment -for the payment of the $50 deductible in connection with these
physicians' services.

We believe that the $50 deductible proposed is an unnecessary bur-
don and one that will be ex sive to administer since in any event,
if the patient cannot pay, th amount would be reimbursable as cost
under the medicare or medicaid programs. Also, we should point out
that some hospitals will undoubtedly require an, advance payment of
100 percent of the charges up to $50 at the time the individual applies
for outpatient care.

It is recommended that the $50 deductible be removed from any out-
patient services -provided in hospitals under part B. The remaining
20percent coinsurance can be applied easily and in a very understand-
able manner to everyone concerned. This should also be a sufficient
deterrent to any tendency for overuse.

BUTIONr 181

This section provides for payment of inpatient services of radi-
ologists and p aol o gs on the basis of full reasonable charges from
the part ,B nmd. "t8e $50 deductible and 20 percent coinsurance other-
wise applicable to part B will be eliminated.

Thii constitutes a considerable improvement in the administrative
handling of these services. We believe, however, that it fails to solve
the .asie problem and that, instead, it perpetuates the requirement
that there be two billingt twotrust funds. Although the House re-
port inicates that sige billing and the use of a single intermediary
is Permitted, the bill does not specifically so provide.

We recommend the bill be amended to authorize single billing and
the use of a single intermediary.

SUQI'OX 402-DEKMDVREMENT WUIMM=T

The Department of Health, Education, and Welfare would be given
authority to enter into agrmentswith hospitals to develop an en-
gage in experiments under various .methods of ,reimbursement, anddtoemonstrte possible methods of icreasin the efliciency and econ-
omy of health eei-vices through the creation of additional incentives -to

thsond without adversely 4feong the quality of services,
Hospitals have a long hisry of interest in tie development of the

mot effective and economic systems of rendering high quality hospital
carM Wo are anxious to lenci every. possible assistance t~oth eiep tmnt kn the development pf experments that may lead to improve-
ment in these areas. It should be pointed out that the goals underlying
the experiments should be Clear y understood if the experiments are
to be succesdul and Mr. Mueller will discussthissubject more full?.

The philoophy of the experiments should be: How to adequately
reimburse hospi tals for providing high-quality patient careoin an
effective and eficient manner. However our full support of such ex-
periments Im no way chan es our conclutexs as to the inadqquaoies
of reimbursement nowyroded and the nd to now adopt the recom-
mendatin.s which we nave made. It may welbe a matter of several
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years before the results of the experiments become known. Any delay
of this nature in correcting the deficiencies in reimbursement will be
seriously damaging.

TITLE 19

As I have previously mentioned, we were greatly distressed that the
Federal Government decided to adopt the reimbursement provisions
and procedures being followed under title 18 with all of its inadequa-
cies and deficiencies. We met with representatives of the administra-
tion, and strongly protested the adoption of title 18 reimbursement for
title 19. We have not made any recommendations with respect to reim-
bursement under title 19 in our statement, as we believe our primary
emphasis should be directed to title 18; and if, therefore, the recom-
mendations we have made under title 18 are accepted, the difficulties
being encountered under title 19 will be corrected.

In our testimony before the House Ways and Means Committee,
we pointed out that the present language of title 19 requires that hos-
pitals be reimbursed for the reasonable costs of their services. How-
ever, no similar assurance is provided in the law in respect to nursing
homes and other types of health care facilities.

We recommend,therefore that the language be amended so as to
provide that extended care facilities, nurshghomes, and other Iong-
term-care facilities be reimbursed on the basis of their reasonable
costs.

Our recommendation was not accepted by the House. However, we
repeat it here and hope that this committee will see fit to include such
an amendment in this-legislation.

AMENDMENT TO INTERNAL REVM Ug CODE

Earlier in my testimony I referred to numerous areas in which
hospitals are striving to join together in cooperative endeavors in the
interest of economy and improved operation. 'Examples of these activi-
ties are joint laundry facilities, joint data processing programs, joint
purchasing, et cetera. We had proposed to the Internal Revenue Serv-
ice that these joint enterprises; made up of hospitals having a section
501(c) (3) exemption, bi granted the same exemption that each par-
ticipating hospital has. We have been unable to secure from the Inter-
nal Revenue Service approval of the exemption and consequently
numerous proposed cooperative ventures are at a standstill.

Senator Calson and Senator Metcalf of this committee have jointly
introduced S. 2815 to correct this situation.

We recommend that the committee give prmpt and favorable con-
sideration to S. 2815. This could ke accomplished by incorporating
its provisions in H.R. 12080.,

n conclusion,, gentlemen the Congress of the United, States has
guaranteed health care to a large s ent of the country's population
and has asked the hospitalsof the Nationto join in a partnership with
the Government to provide'the care. We want to 4o tid. If we are to
do it well, and if we are to continue as a dynamic, growing source of
medical care in this country, then weas you to help us to meet1hWee
administrative problems; to assure us an adequAte amount of working
capital to do the job that must be doue; and to think through with us
the total impact of Government programs on the health system of the

1183



SOCAL sE RITY AMENDMZNTS OF 1967

United States, recognizing that our requirements for the rendering of
a high quality of patient care go beyond the discipline of pure and raw
accounting.

I appreciate the opportunity of presenting the views of the Amer-
ican Hospital Association to the committee and hope they will be help-
ful in its deliberations. Mr. Mueller will present further testimony.

Mr. Muzunm Mr. Chairman, I am William J. Mueller, a partner in
the firm of Arthur Andersen & Co. I have national responsibility with-
in our firm for the administration of our hospital practice. I appear
here today on behalf of the American Hospital Association. With me
is John M. Stagl, director, Passavant Meniorial Hospital, Chicago, Ill.,
who will join me in discussing the matters I present.

The purpose of my testimony is somewhat different from Mr.
Berke's; whereas he is primarily concerned with the specific content of
H.R. 12080, 1 am more concerned with what that bill does not contain.
The primary omissions in the House bill coincide with areas in which
I have had the greatest opportunity to observe the involvement of
hospitals in the program-the areas of financial reimbursement and
the requirements concerning recordkeeping and other administrative
aspects of the payment system.

Before discussing these problem areas in detail, I would like to dis-
cuss the general background of the American experience in the capital
financing of hospitals, for it was onto this setting that the medicare
reimbursement system was superimposed, and it is in terms of these
financial patterns that its adequacy must be judged. There ame two
essential dimensions to the problem of the capital financing of hospi-
tals: (1) the hospitals' needs for capital, and (2) the sources of funds
available to meet these needs.

CAPITAL FINANCING NEED8 OF HOSPITALS

Capital is used by hospitals to acquire adequate facilities in which
to carry on their stated purposes. These facilities are most apparentin the land, buildings, and equipment which the hospital uses in pro-
viding its public service. Less apparent, but equally important, are the
working funds it needs to finance current receivables 'and inventories.
While bAldings and equipment represent the largest single component
of capital investment an will often amount to as much as $30,000 per
bed on new construction continuing needs for working capital are also
sgificant and can, and often do, run as high as $4,000 to $5,000 per

The needs for capital funds in hospitals have been staggering. The
increase in such needs since World'War II has beekn'almost unbeliev-
able--tlthough perhaps not so unb~lievablewhen itis recognized that
the population has increased from 160 milli6n in 4950 to.195tmillionin.1965,or an increase of 80 percent over this 15-year period.To meet
this population increase, ' as well as the rising demand for hospital
services, the number of non-Federal, short-term general hos p Me
went from 505,000 in1950 to 741,000 in 1965, an increase of 47 percent.Thistre0mendous expansion in hospital facilities has been expensive.

i thiensame period-1960-65--alost $17 billion have been spent
on hospital facilities. Interestingly enough, only 6 percent of this sum
was spent on Federal construction; 12 percent, or slightly over $2

1184



SOiAL SECURITY AMENDMENTS OF 1967

billion, represents the Hill-Burton share of non-Federal expenditures
for hospital facilities..

During this same period of time, the cost to construct new facilities
has skyrocketed; based on a continuing study made by the U.S. Public
Health Service on new general hospitals financed in part under the
Hill-Burton program, the cost to construct and equip a hospital bed
has increased from approximately $12,000 in 1948, to $30,000 in 1965.
Thus, the cost increased some 21 times over this same period and has
averaged an annual increase of 51h percent compounded annually.

This astounding increase in cost per bed is the result of many com-
plex factors. To some extent, it is the product of inflation, and, to &
very large extent, the product of the requirements of medical tech-
nology for larger and more complex facilities. For example, the Amer-
ican Appraisal Co. construction cost index has increased approxi-
mately 311 percent per year, compounded annually, over this same
period. Other construction indexes show substantially equivalent re-
sults. It would certainly appear reasonable to assume from this that
the difference between the 8% percent cost increase of general con-
struction and the 56 percent cost increase applicable to hospital con-
struction has been due for the most part to the increased requirements
of advanced medical technology. In this regard, it should be noted
that professional health care costs as distinct from the hoteling serv-
ices in hospitals (costs for housekeeping, occupancy, dietary, laundry,
administration and other nonprofessional services) have risen from
approximately 40 percent of total patient care costs in 1946 to almost
65 percent of the patient care cost today.

The annual increase in knowledge in the medical sciences seems to
be in geometric rather than aritlnetic proportion to any measure of
its prior fund of knowledge and resources. This tremendous growth,
while in some part reflecting itself in marvelous new miracle drugs
and surgical techniques also seems more and more to be reflecting
itself in increasing neeAs for "massive doses" of hospital facilities,
that is, hospital capital.

Stated another way, many of the new breakthroughs seem to be
"brick-and-mortar oriented,".as is evidenced by the increase reliance
on computers as patient-monitoring devices, new types of diagnostic
equipment, a prolifeation-I might say a wonderful proliferation-of
new secialty areas and therapy areas throughout the hospital field.
All of these things are desirable and in line with our overall health
service objectives, and we are spending millions of dollars per year on
research so that they can be developed. On the other hand, once they
are developed and become a part of the hospital scene, they cause sig-
niflcant increases in the need for hospital capital to finance them.

In summary, there is nothing on the horizon'to suggest any diminu-
tion in this historical pattern of rapidly increasing' capital needs for
hospitals. Although the aggregate rate of population growth has di-
minished slightly, the rte of adult population growth is actually in-
creasing and 'thiA group represents the principal users of hospitals
Even cbmpensating for growth, the demand for hospital servicesby,
the population has atlso'mreased due to incfsed levels'f per capital
income, health prep"yn ent and'inuiince plies and the government's
commitment as to the availability of medical care to the elderly and
the medically indigent. There is no sign of a reduction in America's
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ingenuity to design new and better forms of medical treatment. All of
these factors can be translated into a forecast of significantly greater
capital needs for hospitals in the next 20 years.

sOURo F OF FUNSM FOR ZLWRINO THE CAPITAL NEEDS OF HOSPITALS

I wbuld now like to turn to the equally important problem of how
hospitals have been able to develop means whereby funds can be ob-
taiiibd to meet these capital needs.

There are really only three basic sources of capital funds -public
donations, governmental grants, and day-to-day hospital operations.
Each of these three sources has iii the past been supplementel by either
long- or short-term borrowings. It is important to note, however, that
borrowings are not a source of capital, they are only a substitute for
capital which must be repaid. In other words, you do not get "richer"
byborrowinig money; I-believe that most persons wknowledge this
fact in their personal lives, but tend to lose sight of it when consider-
inthe corporate destinies of either their business or their hospital.

I do not believe that any broad national averages with respect to the
relative impact of each of these three sources of capital funds is par-
ticularly important or significant to the individual hospital. In this
respect, each hospital " novel and each has its own particular prob-
lems and ways of solving them. The extent to which public donations
are an important factor in meeting the capital requirements of hos-
pitals varies significantly from institution to institution. Some insti-
tutions have in the past relied almost 100 percent on public donations;
others have found that this is a very insignificant source fortheir capi-
tal funds. Governmental grants have been more important in some
areas than others. As indicated previously, Hill-Burton funds have
amounted to approximately 12 percent of the amount spent on capital
facilities for short-term general hospital beds during the 15-year pe-
riod, 1950-.5. This does not mean that each hospital can count on 12
percent of its capital costs being mot from this source. Some will be
able to attract considerably more of this type of money; others will be
unable'to attract any of it.

If there is one common denominator in the field of capital financing,
it is in the importance to almost all institutions of the a-bilit to main-
tain and, ip miny cases, increase capital through results of day-to-day
h ospitl operations.

,Most hospitals which are well run from a financial .oint- of view
have historically been able to accomplish several financial objectives
from their operations. First, they have. been able to recover from pa-
tients all of their out-of-pocket cot-JI mean such items as salaries
and wage ,supplies, utility bills, etc. These costs have been covered
by the pDtients who pay thir bills, not by the patients who do not pay
t eir bills. Consequently, in most cases, patients who were able to pay
their bills have all had to "chip.in" andfPa7 a part of the bills Ot thePeople who, either beca.se they were edic .,y indigent or b us
they we deadbeata t" did not meet their ob!ltO 6 the hospiAl.
Th1 a in the. past considepd fair roT' per ue ,cau 11 p oft of eepmg the front o opep, of coe.4 o ing kor tlo

esIn. ro*1
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In addition to covering all out-of-pocket costs incurred by the hos-
pital, paying patients have, by and large, paid in amounts equivalent
to the accruing depreciation on the hospital's plant and equipment.
They also, by and large, paid in additional amounts to cover the
amount by which the customary accounting methods of providing for
depreciation on the basis of historical cost, are inadequate to maintain
the current purchasing power of the dollar. And also, as a rule, they
paid in such additional amounts as were necessary to permit the hos-
pital to maintain itself in a modern and up-to-date condition, that is,
to meet the needs of an advancing medical technology.

The degree to which capital expenditures of hospitals were financed
from depreciation and "net income" was shown in a recent study by
the California Hospital Association, which showed that for the 10
years ended in 1966, 50 percent of the expenditures of voluntary non-
profit hospitals for capital improvements came from depreciation and
net income, and that only 31 percent came from grants, contributions,
and other sources. The balance, or 19 percent, came from long-term
financing, which presumably would have to be paid off in future years,
either from depreciation, net income, or grants and contributions. In
effect, this meant that over two-thirds of the total capital requirements
of the voluntary nonprofit hospitals included in the study were ob-
tained from operations. Primary reliance on operations is also noted
in data available on hospitals in the Cleveland and Chicago areas.

It should also be pointed out that this method of financing capital
needs through the retention of income from operations is widely used
in the rest of the free market economy. In the 12-year period from
1954 to 1965, corporate investment in capital was one-and-a-half times
greater than capital consumption. Reinvested corporate income sup-
plied this additional 50 percent, that is, one-third of corporate invest-
ment came from the reinvestment of operating profits and provisions
for depreciation amounted to only two-thirds of capital investment.

In summary, the hospitals have historically recovered from opera.
tions all of their out-of-pocket costs plus their depreciation, based on
the historical costs of plant and equipment.

In addition, hospitals also recovered amounts which, while often
showing up as "net income" on their financial statements tended to
compensate for the declining purchasing power of the dollar-de-
mands of inflation-and the needs of the hospital to improve itself,
and maintain itself as an up-to-date institution-demands of medltal
technology. '-;I.

THE EFFECT OF MEDICARE REIMBURSEMENT

The current medicaid reimbursement principles, in my opinion, have
placed this basic pattern of financing the hospital system's capital
needs in dire jeopardy. Permit me to give you just a couple of
examples. . ...

One serious deficiency in the current procedures has to do with the
method called for in the regulations of apportioning patient costs be-
tween individuals covered by the program and those not covered. Such
apportionment is I p resume intended to be responsive to section
1861 (v) (1) of PuilicLw 89-7, which states in part tat-, ,

Such (reimbursement) regulations shal* take into account both direct
and indirect costs of providers of service In order that * 0 * the costs with re-
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spect to individuals covered by the insurance programs established by this title
wil not b borne by Individuals not so covered, and the cost with respect
to Iudvl4us not so 'covered Wvill, notbe borne by such Insurance program!L

The methods of apportionment specified by the administration em-
ploy the hospital's charge structure as a means of measuring the per-
formance of service to these two groups of patients. This method has
be erpetuated in the face of much contradictory evidence concern-
ing the method's basic assumption that the hospital's charge structure
provides a reasonable measure of the relative cost of providing hos-
pital services.

For example, studies were conducted in New York by three inde-
pendent public accounting firms in which they analyzed all of the
elements of the costs of patient care. From this study, they concluded
that the present method of apportioning costs to medicare, patients
will not accurately measure the cost of caring for patients either over
or under 65 years of age.

Part of the reason for this finding is that approximately 50 percent
of the hospital's cost is billed to patients in the form of a daily charge
for routine services. This daily service charge is intended to reim-
burse the hospital for costs such as patient rooms, meals, and nursing
service. - These daily service charges are universally established on
the basis of the type of accommodation occupied hy the patient; in no
instance that I know of at least, do these charges, reflect the cost of
the specific array of services rendered to each individual patient. In
other words if two patients occupy a two-bed room, one may receive
as much as Ave times the service his roommate receives; however, the
daily routine service charge to each of them will be identical, because
they both occupy the same type of accommodation. Studies indicate
that the cost of routine services is Usually higher for the medicare
patient because of his age and the infirmities typically brought about
by age. Therefore, the application of cost allocation procedures based
on rates does not reflect properly the cost of services rendered to the
medicare patient. Cost accounting systems designed to cope with this
problem presently are being studied, but I venture to say that it will

many years before they.are both perfected and made operational
in hospitals- it probably will be many years more before the average
hospital will be able to incorporate such changes in its rate structure
in an equitable manner. Even then, value'judgments as to the patient's
equitable share of such costs as standby facilities, public service facili-
ties, experimental procedures, and certain high-cost procedures will
make such a solution questionable.

Not only does Social Security Administration's methods of appor-
tionment mean that the medicare program is not paying an equitable
share for the patient costs of its beneficiaries, but the continued use
of these reimbursement techniques provides a strong source of tempta-
tion for other third-party payers to adopt similar inequitable pro-
grams.

In addition to the problems inherent in the inequities of the appor-
tionment methods, hospitals will have considerable difficulty in
generating capital requirements from operations because current
medicare reimbursement principles do not, in fact, cover all of the
hospital's out-of-pocket costs. On.e of the significant costs of ope rating
a hospital is the cost of rendering free care to certain categories of
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noncovered patients. In general, such free care relates to two types
of patients: One is the patient who is, at least presumably, able to
pay hi bills, but for some reason or another does not pay and becomes
a credit loss; and the other is the patient who is miodiclly indigent
and unable to pay his bills. Such bad debts and other free cases can-
not be included as reimbursable costs under the regulations adopted
for the medicare program.

Caring for patients who eventually become credit problems is a
cost of operating any hospital whose doors are open to the public.
Providing care for such patients is as much a cost of maintaining
an open institution as is the cost of the telephone operator, or the
nurse, or the maintenance man. It is a co.t that must be borne on
a proportionate basis by the paying patient whether that pavyin
patient besponsored by the U.S. Governmentor by anjv other d -
party payer or whether he be one who pays his own bills out of hit
own pocket.

The only alternative to considering bad debts as an overall hos-
pital cost" to, be borne proportionately by, all paing patients is t
operate a closed institution,. which will o Y a mit patients who are
sponsored by some third party with unquestioned credit and which
will turn awa all -others who-might become credit problems. This
alternative is in conflict with all 'the moral concepts underlying the
hospital field in this-country and, as a matter of fact, in some juris-
dictions is probably illegaL. To attempt to finance this not incon-
siderable cost by continuing to increase rates for the relatively small
portion of direct pay patients not sponsored by a third party is cer--
tainly unjust and cannot be tolerated -much longer. I ,

Hospitals, as a matter: of public policy, admit, patients who, they
realize, cannot pay their bills. In many cases, the se patients are not
qualified for public assistance, and the coot of their care must be
borne by the hospital; and, in many instances, these patients are ad-
mitted on an emergency basis. The cost of these patients then becomes
a part of the overall cost structure of the hospital-it is a cost of
maintaining an open institution.

I have been speaking thus far about the serious effects of the medi-
care reimbursement system on the hospitals' traditional dependence
on day-to-day operation as a primary source of financing capital
needs. However, I believe that- the medicare program may also ad-
versely affect the hospital's ability to raise community contributions.
There is certainly much confusion on the part of the public as to
just what role the Federal Government has assumed in the financing
of hospitals, but there is undoubtedly a strong belief by man that
part or all of the community's traditional responsibilities will now
be shouldered by th6 Federal Government.

Not only has the advent of medicare raised the specter of "look to
Washington" as the solution of the community's hospital needs, but
additionally the Federal program has commandeered past ontribu-
tions to hospitals through Principle 1-: Grants, Gifti, and Income
from, Endowments (Reg. Se. 405.428), which in part states that
"grants ,fts or endowment income designated by a donor for pay-
ing specific operating costs should be deducted from the particular
operating cost or group of costs." This means they are not reimburs-
able. The grants and endowments consist of special-purpose donations
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that had not been expended as of June 80, 1966, or endowments given
to te hoital many years ago with income restricted for use in off-
setting operatIng expense. It could never be construed that it was
the ient of these loug-gone benefactors that their donations be used
to subsidir hospital payment programs which would otherwise be
the, 0orn3t responsibility. To offset these items ainst "reabon-
able cost" is in effect taxation without representation. C euently
I[would certainly recommend that, as a minimum, all special-purpose
donations made before the enactment of this legislation be automati-
cally excluded from its provisions.

TED CUIMUXT ]RTMXBVZMD1&T AMNDI E• S

The lpictue I have p~ne tteeet fmdcr emurse-
ment is gloomy tosy.e leas, but I cannot emphasize too emphati-
ealy that the dngnres of the United States has a very grave respon-
sibility for developing a reimburement plan that not only meets the
useds of i dl. rd program but c also serve to .strenghen the
other ,insitutional, components .of the Nation's hospital financing

'With such, a conviction, you can no doubt understand ny grt
disppointment when I examined H.R. 12080 and, found that not one,
of tse deficiencies had been corrected. .n fact the bill -is strangely
silent on virtually every question concerning hospital relimburse.ent.

The only reference to reimbursement, aide from the procedural
bil s changes for outpatient care, is in section 4&2, which authorizes
the Scretary of Health, Education,, and Welfare to , conduct reni-
bursement experiments on incentives for loweringot while main-
tatning quality and increasing ,fficienoy in the provision of health
sem i. Frankly, I am quite apprehensive aboutthis section of the
bill because I do not bevex hat the language of the bill ears out
the interpretation placed on it in the report of the House Committee
on Ways and Means. One statement in that report, especially im-
pressed me and I quote: * the success of the experiments will
be measured by improvement in efficiency and increase in output per
dollar of expenditure * * *." I fully concur with the committee state-
ment of the goal for the prgram; we should be seeking to maximize
the benefit to the Nation of each dollar of expenditure on health serv-
ices. However, I'm not sure that the current version of section 402
clearly states that objective, nor does it encompass the full implica-
tions of such a program of exerimentation.

From my reading of section 402, I believe that the phrase "incen-
tives for lowering costs while maintaining quality" implies that the
purpose of the experiments is to minimize expenditures for a given

evel off quality. If the Federal Government only wishes to purchase
a given level of quality of care, I think that it is incumbent upon Con-
gressto clearly tell the Nation that it cannot afford to pay for more
than that level. However, it should not foster a program which seeks
to produce a system that does not permit the hospital, in one way or
another, to meet its financial needs without seriously reducing its pa-
tient care services. If, for example, a hospital has average operating
costs -of $75 per day and the Federal Government is only willing to
pay 4$60, the hospital must have the right to recover the additional
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$15 from the patient. The only other alternatives are for the hospi-
tal to reduce its patient services or charge other patients for the dif-
ference, I hopethat the Congress does not wish to encourage the ac-
ceptance of either of these alternatives-even though today, as I have
suggested earlier, the private patients are being -forced to subsidize
the medicare beneficiaries. ' - - - I -

Perhaps the cost minimization objective will not produce such a
direct result, but an incentive approach, coupled with cost minimiza-
tion, suggests to mea system of economic bribery in which the Federal
Government will make it "worthwhile" for a hospital to do things it
would not ordinary desire to do. For example, such a program might
encourage hospitaJs to reduce the number of nursing hours per patient
day from 5to or to out back on housekeepimg and sanitation. The
basic principle of gearing incentives to reimbursement formulas,
which would require a particular course of action is, I believe, highly
undesirable.

Theorfore, I would recommend that section 402 be modified to make
the purpe of these experiments more in keepin -with those en-
visionid inthe House report on the bill; the goal ofthe experiments
should be the maimization of public benefits derived from each dol-
lar of health services exp nditurm Such a goal not only implies the
development of objective measures of quality.and emficienoy, as the
report suggests, but also the development, of reimbursement methods
which relate adequately to'the true costs of hospitalization and fairly
compensate the hospta for free car inflation, and the other elementsdiscussed previously herein. In addition, if -the experiments are to be
truly dedicate to Improving the system's efficiency in the provision
of health services' the experiments must be related to the total health
are system. That is, the ro ram must be based on the recognition

that hospitals and other health care institutions are only a part of
the total health care system in this country. The benefit structure of
prepayment and health insurance surely influences the way individuals
seek to use these institutions .and the economic relationship between
the doctor, patient, and hospital are also an integral part. Nor can
we fail to include the cost of administering the various alternative
reimbursement methods. Consmquently, it would seem that the goal
of max~razzing health care benefit, would imply a much broader form
of exprimeTtton in Which all as ft . the medicare program
would be included in the_ program o; experiments. The expansion of
this Pjr ogram should, And Istress this, continue to be a voluntary
basis; that is, participation -m the experiments would be mutually
agreed upon by the Secretary and the organization, institution, or
individual .

The report on section 402 also called the House's attention to another
factor that is not specifically included in the bill; it states that "the
Secretary would be required to report annually to Congress on the ex-
pe.ce carrying out the experi.entation in incentive reimburse-
ment." Such a requirement clearly implies a rather lengthy period of
experimentation. perhaps 5 to 10 years will be required; for the devel-
opment of a totally new payment system must be accomplished'slowly
and carefnly. The signillcance of a national fiscal system tor the
health services industry is far too great to choose any other method of
development. However, recognition of the time required for the neces-
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sary experiments suggests to me that the deficiencies in the current
reimbureement formua should not be perpetuated in anticipation of

any quick, "magcal" or inexpensive solutions resulting from the au-
thority t experiment granted by the proposed section 402. Such a
course of action--or more accurately, inaction-would allow the in-'
equities in the current medicare program to fester and grow into an
even greater injustice through a disruption of the whole hospital finan-
Om action which should be taken is clear. It is recommended, there-

fore, as a minimum that-
(1) The medicare program should include a revision of the method

of apportioning costs between program beneficiaries and the rest of
tubo; average cost per diem is the simplest and most equitable

(2)' The program should agree to assume its fair share of the hos-
pital system free-care and bad-debt costs.

(8) Principle 1-C of the principles of reimbursement for provider
costs, expropriating past contributions to hospitals, should be altered
to exempt aprAJuly 1 196, contributions.

These amendments along with the current 2-percent factor would
bring the medicare reimbursement system up to a minimum level. How-
ever, I would hope that Congress would not choose to permit the
national program to accept minimal financial standards. Instead,
medicare should assume the lead in raising the standards of third-
party r ponsibilities to the Nation's hospitalsystem. That is, the medi-
care reimbursement system should serve as a positive incentive for
other third-party payerp, rather than an inducement for these other
third parts to reduce their support of hospitals. I believe that such a
positive incentive could be accomplished by appropriately increasing
the program's 2-percent factor to one which adequately recognizes the
ongoing capital requirements of hospitals. I do not know what per-
centage would be appropriate in all cases, but I am convinced that 2
percent is pitifully inadequate. Perhaps a partial alternative would be
to reimburse hospitals for depreciation on a replacement cost basis.

As I mentioned earlier in my statement, hospital construction costs
have been rising much more rapidly than anges in either the general
price level or other construction costs. Consequently, the inuities of
payment between hospitals are extreme. A survey of bhicago hospitals
revealed that the amount of depreciation costs ranged from 6 cents to
$8.89 per patient day. The prinary cause of the difference is the g
of the institution; o der hospitals were built with much lower capital
costs. Replacement cost depreciation would not only eliminate these
gross inequities between institutiors, but it would also produce a
flow of additional funds to exactly the right kinds of institutions.
That is, it would provide an additional flow of funds from the day-to-
day operations of older hospitals, which are badly in need of capital
for modernization and replacement of facilities.

SUMMARY

As I believe I have at least implied in this statement, hospitals are
not perfect; they suffer the same problems that all other organizations
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suffer. They are not asefficient as they might be and neither are other
organizations. Their operating costs may on occasion be higher than
they should be, but; so are probably other organizations. They ari-e
sometimes guilty of having duplications of facilities which are ex.
pensive1 and so do other organizations.

In spite of all of their admitted imperfections, hospitals have done
an incredibly god job of proViding health services to the United
States public..They are staffed today by true professionals in all of the
health fields; their administrators are more and more becoming uni-
versity-trained professionals; their paramedical personnel is increas-
ing in quality day by day; the nurses have always been great, and they
continue to become better; the attending staffs of our hospitals are
lie best in the world, bar none; hospitals have a lot to be proud of.

But, because they are good does not mean that they cannot im-
prove, and certainly hospitals should do everything they can to "gettheir own house in order;" they should work hard on efficiencies; they
should attempt to increase individual employee productivity through
use of the many sound and tested management. devices, including pro-
ductivity measurement, which are available today; they should install
sound accounting methods and procedures and inaugurate tight budg-
etary controls and responsibility accounting' they should woik closely
with their voluntary planning agencies in the avoidance of duplicate
facilities&

I believe that most hospitals are doing these things, and, as they do
them, they will get better, and better, and better.

There is one thing else, they should do, however, which they have
not done well enough in the past: That is that they should insist on
sensible payment for services rendered; their trusts should insist
they show an adequate operating surplus which will provide them,
together with anticipated donations and such grants as are available
with adeuate amouIts of capital to meet their long-range financial
needs. They must insist that third-party payers, regardless of who
they may be, pay them adequate amounts so that they can meet these
financial needs. It is my considered opinion that if third-parties will
not do this the hospitals must of necessity stop doing business with
them. The Federal Government must admit to the desirability of this
undeniable requirement for adequate compensation and take the lead
in dealing with hospitals on a fair and business-like basis. There is no
other responsible alternative.

I appreciate the opportunity of appearing here today and present-
ingthese views on the medicare program.

The CHAIRMAN. Thank you. I will just ask one question and then I
am going to submit a numbr of others to you for later reply and after
you provide the answers to us, we will print those in the record.

(The chairman's questions, with answers supplied, follow:)
Question 1. How much more money are boeitals getting than they previously

received for pirt-pald or free patients who are now covered under Medicare or
Medicaid? (Last year estimated at more than $WO million)

Answer. We are unaware of the basis for your statement as to the $0 million
and, therefore, cannot substantiate such an amount. In answering this question,
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It must be clear that prior to the passage of he Medicare legIslIon, large
numbers of hospitals throughout the country, were paid their full charge for
services rendered elderly patients . These hospitals did not suffer serious financial
losses for such care, The hardship where one existed was, of course, borne by the
elderly patient and their family. In'many instances private Insurance assisted
materially in financing the cost of care. Therefore, It is a complete misnomer
to think that all hospitals in the country were suffering substantially financial
losses resulting from the care to elderly persons.

There are certain groups of hospitals which have benefitted materially from
the Medicare financing. These are the large teaching hospitals which had
substantial numbers of part-pay or no-pay elderly patients. Also, generally
speaking, hospitals operated by local units of government are benefitting from
this Social Security financing.

Prior to the passage of Medicare, various estimates were made on the basis
of studies in individual institutions. However, no nationwide figure has even
been developed indicating the total loss resulting from treatment rendered to
part-pay and no-pay patients. It has been generally seen that elderly persons are
unusually conscientious about meeting their obligations and were inclined to
underwrite fully the cost of health services received even though It may often
have been with considerable hardship. This, of course, was one of the basic
arguments for the Medicare program.

Question 2. How many Blue Cross plans pay hospitals k8 per day than does
Medicare?

Answer. We do not believe that any Blue Cross subscribers pay hospitals
less per day than the hospitals receive for the care of Medicare patients, but
many Blue Cross plans pay less. The distinction between subscriber and 1, tw
payment arises because few Blue Cross plans provide completely comprehensive
service benefits.' On the items Included on the subscriber's Blue Cross benefit
coverage on an indemnity basis, hospitals are permitted to collect the difference
between the Blue Cross indemnity payment and the hospitals' full charges from
the subscriber. Since the Medicare Program, with the exception of some minor
deductibles and copays, has a full service benefit contract, the hospital must
accept the SOA payment as full payment for patient care services performed.
Consequently, any comparison between Blue Cross and Medicare payments per
patient day must include the additional cash payments for patient care made
directly by the Blue Cross patients themselves.

The empirical evidence to support our belief that Blue Cross patients are paying
slgnifloantly more than Medicare patients requires extremely detailed accounting
studies, which are currently being conducted under the encouragement of the

.In 166 onlyf ue Blue Cross plan reported that It covered 99.8 percent of its subscribers'
hospital bills; thi8 level of coverage probably approximates the Medicare Program's service
beneeas to the elderly. The complete distribution of plan benefit coverage In 1968 was as
follows:

PERCENT OF HOSPITAL BILL COVERED

Psrcesate ronp Number Percent U.S. Total U.S. Accumulated
of plans membership membershIp moebrhihp

All ram s ................................. 76 too 61,938,401 61, 38,401
O 100..................... 12 2)

'*is I IN75 b ...................... 6 3 1 38; 401

a The principal Problem in measuring th t amount of Blue Cross patient yI st Is
that hospish only auf accounts reelva e by the Institution or individual who *we@
the hospital tor services perormed, The identtlcation of total Blue Cros payments wouldaai ot Individuals who a e Cross cbes and,
then, an aaysofthe actual collections from these Individuals.
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Blue Cross and American Hospital Associations. We can assure the Committee
that If these studies result In the discovery of any Instances In which Blue
Cross patients are paying amounts as low as the current Medicare payments,
the American Hospital Association and Its allied state hoeptial associations will
vigorously press the Blue Cross plan to correct this basic Inequity. In the words
of Mr. Mueller, already entered in our formal testimony, hospitals "must insist
that third party payers, regardless of who they may be, pay adequate amounts
so that they can meet these financial needs."

Question 3. How much more money did hospitals receive In federal, state and
local contributions to their capital needs? (Hill-Burton, etc.)

Answer.

TABLE I.-NATIONAL HEALTH EXPENDITURES BY OBJECT OF EXPENDITURE AND SOURCE OF FUNDS, 1965

Aounts In mllonsl

TOal Source ol funds
Per- Private Public

Object of expenditure cent.
Amount ae Con- Philan- State

mdist- Total sumers thrOW Other Total Federal ad
bWton local

Total ..................... $40,751" td.O 030,534 P8074 $1,459 $1,001 $10,217 $,2 $4,955

Helth servncesd supplies ....... 37,274 .5 045 28,07 634 338 .2
HospI cae........ 137 3 305 4. 1987

4hsiias isvi~ 1......... l 2.State and oca facilties...4, 143282 lb; r
Federal. ....l~e........1 ,; 1  .. :::
NOng ornamental la it -.6 3 ........
r serAcM ..... ; s 1

Ohr proessonal services.::..i V?~ 2 I t' 818.4..
Drupaddru sundries... 477 1 4i.? 1 1 4 :::S 7
E as applanc4s ..... 31 1, 1: 19 it V7 24
Vurs1*hoMe care_ 3.72 2 814 79 21 ...... 3 237
Neot of Insurance ......... .. . 31 1,272 1,272 ......... ...... .... ..... ......
Medical activities In Federal

untt r thian hosp Is... M 2.1 ....... ....... ...... ...... .85 ......
Govrnt public health

activities ......... ...... 94 .23....... ....... ............947 318 629
Private voluntary al

S..............275 .7 27 .... 275 ..... ...
Scboheahsr : ........ 13 .3 ................ ........ .. . 133
Indust:ia In-plant health

service ................ 338 .8 3 ............. 338 ................

3 413 ....... ., G 21 50
Constr on ................ 0 . 1,325

Piaeywnd... 1,432 35 13266 63 10

Percentag dsbton by wource of
fTodsl..................100 74. 68& 3. . 2.
Health sices..........100 779 75.1 2LiaI 1
Research ............ . .. 100 .. : 10 9 lSk.8. 3
Construction ............. .1oo 667......33 11.4 11 17.5
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Question 4. How much did hospitals get last year in tax deductible contrlbu.
tions?

Anmer.
TABLE IA.-NATIONAL HEALTH EXPENDITURES BY OBJECT OF EXPENDITURE AND SOURCE OF FUNDS, 194

(REVISED DATA)

1Amounts in millions

Total Source of funds

Per. Private PublicObject of expenditure cent-
Amount age Con- Philan. State

disrril- Total sumers throw Other Total Federal and
bution local

Total ............... $ 37,493 100.0 $2,217 $25,928 $1,367 $922 $9,216 $4,693 $4,583
Helth servim sodsupplles ..... 1 2,867 26.928 614 325 7.496 3,6 422

............. , 37 2612 2 4 , 1 8Feea l Iltl# . I ... 41.1 1,502
State and local lacktlI.., - ,2 1,A 1,2 .......... 5 121Fedralefltls...... ~ I ,22 ,~2, 565 2, 409
Nonsovernmuntl falll-
te.s...............7 ,25 I ,2 6,33 ...... 633 22 410

o setta'eervice .......... 2.. 4 1 1,53M t0 27, is 12
Other professomal serves. 2.4 843 . 231 42 12 30
Drugsa dri ....... , . . ..... 122 60 62
Eyla ss appliances..... 1,105 2.9 1 81 20

onrslng- hou care .......... 1,215 3.2 89 1 20 406 203 20
Netoosto Insuroce ......... 1,151 3.1 1,151 1,151...........................Medicl activitle in Federal.... .. .... ... ...

omits other than hospitals... 697 1.9 ....... ....... ...... ....... 697 ......Goerment public health
tmivtl. .................. 814 2.2 ....... ....... ...... ...... 814 266 548Private voluntary healthi lus ................ 271 .7 211 ....... 271 ...... ....... ...... ......

SchoolWhelth sovios........ 130 .3 .......................... 130 ...... 130
Iadushlal Ia-plait health

cervice ...... .......... 325 .9 325 ....... ...... 325 ....... ...... ......
Research and medical facliltes

construction---------------...3,130 8&3 1:350.........153 597 1,16 1,425 35
Research................,322 3.5 157 .... 5. . 1,165 I, 112 63
COntrc ..n.............1,80 4.8 1,193 ........ 5 ""1 615 313

Publicly owned .......... 50 1 .4 ....... ....... ...... ...... 507 215 2
Privately owned .......... 1,301 3.5 1,193 ....... 596 597 108 s8 10

Percentale distribution by sourceollfunds:
Total..... 100.0 75.3 69.2 3.6 2.5 24.7 12,5 .2
HNealth services ............ 100.0 7.2 15 1.8 .9 21.8 9.5 12.3
Rsearch................100.0 11.9 ....... 11.9 ...... 88.1 84.1
CoItOio ............. 100.0 65.0 ....... 33.0 33.0 34.0 17.3 16.7

Question 5. Could you provide us with a documentation of the basis for the
hospital cost estimates you submitted to the Ways and Means Committee?

Answer. The following are the assumptions of the AHA Task Force on Cost
Information used In formulating our estimates:

1. Nurses salaries Increased 30 per cent from October 1965 to September
1967.

2. Other salaries increased 25 per cent from October 1065 to September
1967.

a. Other expenses increased 11 per cent from October 1, 1066 to September
30, 1967.

4. Full time equivalent employees increased 5.1 per cent from October 1,
196 to September 30, 1967.

5. Average daily census increased 3.4 per cent from October 1, 1966 to
September 80, 1967.

The time periods for the estimates were October 1, 1085 to September 80, 1066
and October 1, 1068 to September 30, 1967. These periods were selected as they
have been our traditional Guide Issue year. The data of source that we used was
the Hospital Panel in all cases.
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The C ki. I want to ask you th s question. Here is a letter I
received from a hospital administrator. It says:

Payment to the hospital for services on the baWis of either ost or charges does
not provide Incentives for hospitals to increase their productivity nor does it
provide any penalty to those hospitals which exhibit a relatively poorer quality
of care at a relatively higher cost. Inferior hospitals are able to survive and
prosper as easily as best under this system.

I want to know ifyou agree with that statement,
Mr. Bmu. I think iW general I probably would, Senator, being

quite frank, as obviously I have to be.
While there are no ilcentives built in, in the sense in which you are

talking, in my testimony I presented some seven or eight areas which
we believe put incentives into the hospital field, and a good hospital
I think wil follow all these programs and more also, and will provide
care of good quality.

The CHAIrMaN. Even the 2-percent bonus in some respects is an
incentive to increase the costs of hospital care; it provides an incentive
to run the costs up rather than hold them down.

Mr. Bzmm. Of course, Mr. Muel~er may be more informed on this
than I. I do not feel that 2 percent is a bonus at all or even that it is
cost-plus. I think what it is intended to do is to substitute other items
of costs which are not included in the reimbursement formula. This
would bemy view of it, Senator.

The CHAmR AN. Senator Bennett.
Senator BzNNwff. I have two or three questions I would like to ask,

Mr. Chairman.
Would your organization favor governmental price fixing or price

setting in relation to all health care services?
Mr.-WmuzxsoN. No, we wouldn't Senator.
However, as we look at it, the meJicare law and now title 19 does in

effect establish price levels as it controls costs or as it applies to given
reasonable costs, but in terms of the Federal Government establishing
a system that would control prices, no. We hope not.'

Senator BzNNRTr. Then 1 judge you would not favor having all
items in hospital costs so fixed as to price or fix it as to the price that
the Government would pay to reimburse the hospitals as distinguished
from the present method of cost?

Mr. WILLIAMSON. It is I think the same question. No, Senator.
Senator BxNNEwr. Would you favor thehospital room costs being

predicated on a reasonable cost or on the lowest priced hospital room
rates for Government reimbursement ?

Mr. WiWtAMsON. Reasonable cost4
Mr. STAoL. I think this leads into another area, Senator. If the Gov-

ernment gets into price setting, and if it gets into-a race fo' aroo.m,
that may .be all right as long as we can collect from the patient for the
balance of the costs. I -

Itthe Government should see fit to put limits on what they *i pay,
we would wish the alternative of collscting the difference from the
patients.

Senator BENz.ET. That is fine. Thank youMr. Chairman.
The OCIAm mAN. Thank you very muc e appreciate your state-

ment here today.

1197



SOALSMECURIY AMENDMENTS OF 1907

r I will next call the Comptroller General, Mr. Elmer B. Staats. We
are happy to have you, Mr. Staats. I am sorry that we could not hear
you sooner, because we certainly want to hear your views. We appreci-
ate very much that you did accommodate us, and we are very happy to
have you here.

ATEMENT OP ELMER B. BTAAT8, 00MPTR0 GENERAL OP
THE UNITED STATE; ACCOMPANIED BY GREGORY AHART,
DEPUTY DIRECTOR, CIVI DIVISION; AND EDWARD A. 3. OHIOCA,
OFFIOE OF GENERAL COUNSEL.

Mr. STAATS, Thank you very much, Mr. Chairman. I am happy to be
here today. I would like to introduce my colleagues here. To my right
is Mr. Gregory Ahart, Deputy Director of our Civil Division, who has
devoted a grat deal of time and attention to the particular subject we
are addressing ourselves to today. To my left Mr. Edward Chicca, of
our Legal Division.

. I have a brief statement, Mr. Chairman. With your permission
I would like to read this statement.

The CHAUMzAi. Would you, please?
.Mr. STAxTS. I am pleaded have this opportunity to appear here

today 6to cmment upon an amendment which would add to H.A.
12080, the social securit amendments bill passed by the House of
Representatives a title V entitled "Quality and Cost Control Stand-
ards for Drugs." Amendment No. 266 is intended to serve objectives
closely related to, and we believe consistent with, certain" conclusions
and the objectives of recommendations which we in the General Ac-
counting Office have formulated on the basis of our reviews of activi-
ties relating to payments for prescribed drugs under federally aided
State public assistance programs. These conclusions and recommenda-
tions were included in our reports to the Congress on a review of
Federal financial participation in the costs of prescribed drug for
welfare recipients in the.State of Pennsylvania (B-1148386; Feb. 3,
196) and a review of pricmig methods used by various States in the
purchase of precribed drugs under federally aided public assistance
programs (B-114836; Apr. 28, 1967).

.As you stated on August 15 of this year, Mr. Chairman, when you
indicated your intention to' rovose this amendment, the provisions
of the amendment are quite simi arto those of Senate bill 1803, upon
which we furnished a report to this committee on May 16, 1967. We
were happy to learn from your letter, requesting our comments on S.
1808, that the results of our reviews had been helpful in formulating
the 1egisla tive proposal.

.We are also pleased that the provisions of amendment No. 266
contain modifications which web:elieve appropriately recognize the
comments included in our report on S. 1808. We have certain additional
suggesions of a drafting nature which we have included as an attach-
ment to my statement.

As we stated in our report on S. 1303, the questions of whether
legislation in this field is desirable and whether the specific legisla-
tive provisions under consideration are the most appropriate means
to accomplish the desired objectives are matters of policy for the con-
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sideration of the Congress. We would however, like to summarize, for
the benefit of this committee in its deliberations on the amendment,
the results of the two reviews by the General Accounting 'Office to
which have referred.

The, Department of Health,, Education, and Welfare is responsible
for admninterin.; Federal. financial assistance. under several titles of
the Social Security, Act, to publish assistance programs operated by
the States and territories. Under the public assistance programs of
most States, drugs are provided to welfare recipients through pre-
scribed dru vendor-payment programs. In general unde these pro-
grams welfare recipients may, have drug prescriptions, which have
been written by private physicians, filled by private pharmacies. The
private pharmacies render bills to, and are paid by,-the cognizant
State orlocal welfare agency for the drugs.

The utilization of thi services of private physicians and of estab-
lished drug distribution channels, in providing for the medical needs
of welfare recipient. under, program administre or supervised by
the severa! State, makes the prole of achieve available eoonones
in drug procurmnt quite nomp lex.Our work-has been directed to
a need for greater attention 'o t" area by the resp onsible Federal
agecy and to the ned for providing program, guidance and criteria
to the States, which would assist in promote such economies. -

In February 96, we sued a report to theC on the results
of our reviewof expenditures made by the Pennsylvania Department
of Public Welfare, for prescribed 'drugs for wel fare recipients. In
that report, we pointed. out -that such expenditures could, have been
reduced through the increased use of less expensive nonproprieta'y or
gneric-name drugs, and that savings would have accrued to both the
Fedea Government and the State of Pennsylvania. We stated that,
to avail itself of these economies, the Department of Health, Educa-
tion, and Welfare should make further effort to have the Statesencourage physical and pharmacists to use more extensively the less
expensive nonproprietary or generic-name drugs whenever appropriate
in lieu of comparable brand-name drugs or the more expensive non-'
propietar_ drugs,

We noted in our report that several States had, on their own initia-
tive, taken certain measures tocontrol drug costs.

SeVeral Sttes utilize for this urpose a'drug formulary which is
essentially a list of drugs for which the State will pay and in some
eases the maximum prices which will bepaid.r I am -happyto say on
this now, Mr. Chairman, that the total list is 10, and I will be glad
to give you the 10 at the conclusion of my statement if you wish.

The. forularles vary considerably from State to State, ranging from
relatively few drug items to more than 1,000. Some are restrictive or
mandatory in that the State will, in general, pay only for drugs in-
eluded in the formulary. Others arevoluntary in that they are pri-
marily for the information and guidance of the prescribing physician
and the State will pay for the drug of the physician's choice even
though. it is notincluded in the formulary.

We have not made an examination of the effectiveness of formularies
in achieving economies in the public assistance programs, and' we
have found little in the way of definitive studies that have been made
by others in this regard.
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We believe, however, that our Pennsylvania study demonstrated
that significant and real economies may be possible.

In fiscal year 194, Pennsylvania spent a total of about $5.3 million
for drugs under federally aided public assistance programs. Our
examination of a sample of paid-prescription invoices indiated that
savings of from about $772,000 to as much as $1,602,000-the amount
depending upon whether lower or higher cost generic products were
used--miht have been possible during that year if all parties con-
corned haS made maximum effort to insure the use of the least expen-
sive available drug consistent with the welfare of the recipient. The
Federal share of such savings would have been between $354,000 and$705,000. .•

In bringing the results of our review to the attention of the Depart-
ment, we proposed to the Secretary of Health, Education, and Wel-
fare that steps be taken to bring about greater emphasis on the in-
creased use of nonproprietary drugs in the welfare programs.

The Department subsequently enunciated, as its policy, that non-
proprietary or generic-name drugs should be used by both constituent
operating agencies and grantees whenever practicable and economical.
n our final report we recommended that, in imIplementing the Depart-ment's enunciated pohiy, the Commissioner, Welfare Administration,

issue a policy specifically recommending that State agencies adminis-
tering federally aided public assistance, programs adopt policies and
proc dures designed to encourage physicians to prescribe, and phar-
macists to dispense-for the use of welfare recipients--less expensive
nonproprietary drugs, whenever practicable and consistent with the
recipients' welfare,

We also suggested that, to assist the State agencies in this regard,
the Welfare Administration obtain information concerning the steps
which may have been taken by State agencies to reduce drug costs,
through encouraging or requiring the use of less expensive non-
proprietary drugs in appropriate cases, and the results thereof, and,
after appropriate evaluation disseminate this information to all the
States 'or consideration in designing means to achieve economies in
the purchase of prescribed drugs in their own public assistance
programs. .

In May 1966, following the issuance of our report, the Department
stated that the Welfare Administration planned to develop a policy
along the lines recommended by us. We are aware that considerable
attention has been given to this matter within the Department. As of
this time, however, a definitive policy statement on the subject has
not been promulgated to the States.

Incidentally, we understand that, on July 1, 1966, the State of
Pennsylvania adopted the use of a voluntary drug formularly which
has as one of its objectives providing physicians with information on
the relative cost of available drug products. The State has indicated
that this and certain other steps it has taken have been encouraging
from the standpoint of economy.

In a report to the Congress in April 1967, we presented the results
of our review of prescription pricing methods used by the various
States in the purcfur ,; of prescribed drugs under the federally aided
public assistance p-- .- rams.
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In this'report, we pointed out the need for the Department of
Health, Education, and Welfare to provide the States with appro-
priate guidance and criteria- to govern the establishment and revision
of pricing methods for drugs purchased for use by welfare recipients.
Although prescribed drug programs under which payments are made
directly to pharmacies had been in existence in many States for
several years and involved substantial expenditures, the Department
had not provided the States with guidance in the establishment of
drug pricing methods.

We found that a majority of the States having vendor payment drug
problems Utilized pricing methods which included cost plus a per-
centage of cost features or otherwise provided an incentive to phar-
macies to dispense higher cost drug products where suitable lower cost
products which met prescription req uirements were available.

We stated our view that a pricing system should not make the
pharmacy's profit contingent upon the cost of the drug product sold.
This creates a situation in which the pharmacy may obtain a greater
profit by selecting the most expensive available product to '1 the
prescription. We stated also that, conversely, the pharmay should not
stand to lose profit if it acts in the financial interest of the purchasing
welfare agency by choosing to fill the prescription with the least expen-
sive avai able products which meet prescription requirements. We
stated further that, under a pricing system which makes the amount
of profit contingent upon the cost of the product sold, the pharmnay
has no incentive to stock less expensive drug products meeting the
requirements of frequent prescriptions..

In our report, we expressed the view that the tack of guidance by
the Department of Heafth, Education, and Welfare had beena signifi-
cant factor contributing to the use'of pricing methods not conducive to
equitable prescription pricing and economical drug procurement_

We stated that appropriate guidance should be provided and that
such guidance should be consistent with, and aimed at facilitating the
implementation of, the Department's enunciated policy that non-
proprietary or generic-name drugs should be used whenever it is
practical and economical to do so and consistent with the recipient's
welfare. In this regard, we should point out that, in our Pennsylvania
study, we found a significant. number of prescriptions had been filled
with relatively high-cost brand name products although they were
written in generic terms.

In brinmgmg our findings to the attention of the Department, we
proposed that the SecretaiT direct the Commissioner of Welfare to
establish a policy providing a guidance and criteria which would (1)
prohibit the use of pricing methods based on cost plus a percentage of
cost or which otherwise provide an incentive for the dispensing of
higher cost products where, suitable lower cost products which meet
prescription requirements are available and (2) encourage the use of
pricing methods based on cost of the product dispensed plus a fixed
professional fee.

The Department responded that it was in general.agreement, that 4
policy was needed which would prohibit a Cost plus 'a percentage of
cost basis of reimbursement. It aso stated that the development of
any policy should be deferred for a reasonable period of time because
of the need to establish certain related controls, which should be
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established in onsonance with the poliy satoment to be developed,
and the nd6 to further define and explore certain questions concerning
the'pror composition of a professional fee

The artment stated, however, that it should provide encourage-
ment tot e Statos to move toward a cost plus a flexible professional
fee, rather than % cost. plus a fixed fee, basis of payment. A cost plus
a flexible fee pricing method provides a fee, increasing with the cost
* of the product, for each of two or more defined ranges of drug cost.-
for example, a 60-cent fee for a drug which cost the pharmacy less
than $1 a '(-cent fee for a drug which cost from $1 to $2, and so on.

The Department acknowledged that, under the flexible-fee pricing
method, pharmacies would still have some incentive to stock and
dispense higher cost products but expressed the view that such incen-
tive would ba less than under a cost plus a percentage of cost method.

For several reasons which we have discussed in our report, we do
not believe that the flexible-fee prying method is appropriate for
use in the public assistance programs. The principal reason is that it
provides incentive to the pharmacy to stock and dispense higher cost
products.

We therefore recommended that the Secretarytake action to cause
the establishment of an appropriate plicy as early as practicable and
that such policy prohibit not only the use of pricing methods based
on cost plus a percentage of cost but also any other methods which
provide incentive to dispense higher cost products where suitable
lower cost products which meet prescription requirements are avail-
able. We recommended also that the policy urge the use of pricing
methods based on the cost of the product dispensed plus a fixed
professional fee.,

In subsequently commenting to the Government Operations Com..
mittee of the Houss of Representatives, the Department stated that
it remained of the view that States should be permitted, at their
option, to 'utilize a cost plus a flexible fee method of" paying phar-
macies for drugs dispensed for welfare recipients rather than to pro-
vide only for the use of the cost plus a fixed fee method which we favor.

We believe that our reports have served to increase the awareness
of officials in the' Department that there is need for some definitive
policies governing the procurement of drugs for use by welfare.
recipients.

A number of the States have been active i establishing or revising
formularies to encourage the use of drugs sold Under their -gene cri
names. In addition, certain States have adopted the cost plus a fixed
fee method of reimbursement for prescribed drugs There is a;total
of nine of these States at the present time. . "

It is apparent, .from the results of our reviews which provided the
basis for the previously described reports, that the price aspects of
drums have a significant im act upon Federal expenditures under

"b a eWe have endeavored in our worktopoint
upmeans for reducing such costas to the Federal Government wthout
adversely affecting the objectives of tha programs involved.

Amendment X6. 268 would provide f r the development of a formu-
lary of the United States which would have as a principal-jurpose
promoting the use, in federally aided public assistane programs,
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of less expensive drug products where of proper quality. It would
also callfor the establishment of the range of reahonable costs for
drugs included in te form ulary and for payment for drugs under the
federally aided publc assistance pro on a cost plus a professional
fee basis. As I'stated earlier, MVr. Chairman, we believe that the ob-
jectives of these pro sons are consistent with the views expressed in
our reports resulting from our work in tiin aia.
Before concluding my statement, I would blke W call 'attention to

other work which we have done the results0f which re- relevant to
certain other amendments to H.R. 12080 which are being considered
by this committee. These amendments are No. 294, proposed by Sen-
tor Moss, and No. 298 proposed by Senator Kenned of Massachusetts,
which ae direcUd prlncipaUy to the quality of and payment for nurs-
ing home. care provided in programs, carried out under the public
assistance titles of the Social Security Act,

On August 8,1966, we issued a report to the Subcommittee on Health
of the Elderly, Senate Special Committee on Aging, on our examina-
tion, which was ma* at the subcommittee's request into alleged im-
proper practices in p riding nursinhome care and controlling pay-

ment# for ecribd dru ipients in the State of
California. p 

j n

OiMarch 31, 196 issued a report tothe Su ittee on Long.
Teim Care of thIn e Senate committee on our inquy, at the sub
committee's est into all eg ro ctiees in p iding nurs-
ing home care dical se " ri rugto olg assist-
ancereci ie inthe eland,io a

We be is e ha t reports, ho whi asbeen ci during
testimony- fore thi co the and m.edy
amendme may be useful the for additional
legIslatio relating,4e the p da t f r nursing ome
care., , •

Irn add tion we lsh y ee r
to the For the eveop n e h : Nei g
ern the ho nr in hich n.t to to nursing homesI car-
ing fare p at eisvirtuall con-
pete nd oul be alable s e b f our work wh ich
include view of the m hi paymen tea we etab-
lished in State we ee tha his res is which arrants
early The S nvolv in o was th State of

We will make ry effort to issue this report in time or its use by
this committee.'In th meantime, if desid, we wo be pleased to
discuss the results of o iew witt com ior the committeestaff.'. • . • -

Thlis concludes our statement; Mr. Chairman. We will be pleased
to answer any questions you or any members of the committee may
Wish tossk.l

(Mtihments to Mr. Staats' statement follows:)'
Sueeam DL~7E1N Euviaxows Tro AlarnumiT -No. M6

t)*7 4 wordln~arqfb uh~ro thit such pro6duct be Included
Inth miular79w_
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Heotion 00O-age 7, ln 8
Revise beginning of opening sentence to read as follows:
"As used In this title, the term 'qualified drug' means a drug or biological

"(a) which (A) is listed In the Formulary, or (B)...
Insert "which" after (b) on page 8, Une9.

Section 004 (a) (1)--page 9
Insert after "drug" on line 1, the parenthetical expression appearing at end of

paragraph, and place period after "based" on line 2.
Section 004 (a) (8) A-page 9, Une 17

"is" should be "as".

Section 2005 (d)-pages 11 and 18
Combine with section 2004 (a) (4)-Pages 10, line 9.

STATES WHICH UTilIZE FORMULARIES IN CONNECTION WITH TI[EIR VENDOR
PAYMENT PROGRAMS

1. California.
2. Georgia.
3. Illinois.
4. Kentucky.
6. Missouri.
6. Oregon.
7. Tennessee.
& Pennsylvania-noncompulsory formulary.
9. Washington.
10. New York-the city of New York only.
New Mexico--recently adopted the Physctan's Dcsk Reference which It refers

to as its formulary.

The CuAmm.uU. My understanding about these drugs-what you
discuss here-proceeds on the theomy that, with regard to most of these
drugs which we are buying for the benefit of people who are being
provided care atpublic expense, there is not much variation in quality.
The whole idea is that we could inspect and test drugs and make sure
that each one has the quality that it is supposed to have and having
decided that it is properly made, in effect, seek to buy drugs in a com-
petitive market. If someone wants to go ahead and pay a premium,
pay two or three times more than necessary in order to buy it by the
name of a particular manufacturer who puts a fancy name on it, all
right, he can pay that, but we don't plan to pay five or 10 times extra
just to have a fancy name put on something that is not a bit different
from what the other fellow has to sell on a competitive basis. That is
what we are talking about as I understand it.

Mr. STAATS. The procedure as I see it, Mr. Chairman, stems from
a very basic principal of Government procurement policy, which is
that we should attempt in our procurement to define the specifications
of the item that we need, and buy on the basis of specifications rather
than on the basis of the name of a particular manufacturer.

This is long established. It has been provided in many, many pieces
of legislation by the Congress, going way back in our history, most
notably in the Armed Services Procurement Act of 1947, Federal
Property and Administrative Services Act of 1949. You can cite many
other pieces of legislation on the subject.

The CHARMUAN. Isn't that about the way that the Department of
Defense buys drugs which are provided the President of the United
States when he m sick and in Walter Reed Hospital for treatment?

Mr. SrkTAs. This is true. This is the policy followed by the Defense
Supply Agency, the military hospitals, also followed by the Veterans'
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Administration, so it is not a now principle. That is the point I believe
that you are making, and we are making also in our report.

The CHAMRMA. In other words, if the President is sick, such as when
President Eisenhower had some health troubles or President Johnson
had to be operated on, and they go over to Walter Reed Hospital, he
does not get any inferior quality of drug.

Those drugs have actually been tested more than those you get if
you go to the ordinary drugstore, haven't they ?

In other words, my understanding is that when the Depart ment of
Defense buys a drug, it also employs greater testing procedure than
are used for those drugs you just buy from the druggist. Of course
there is a responsibility to trq to maintain quality, but the pharmacist
usually doesn't have the testing facilities that the Deparment of De-
fense does.

Mr. STAATs. Others would have to comment on that precise question
that you have raised. They would be far more expert than I would be
as to the precise quality. But it is my understanding that this has been
the practice.

It is working satisfactorily.
But I think the important point that we have made in these reports

of the General Accounting Offce is that we are stating that a number
of jurisdictions--namely, 10 States and the city of New York-have
adopted a formulary system. To be sure, as I pointed out, the nature
of the formulary from State to State varies a great deal in terms of
the coverage. In some cases it limits the reimbursement to the drugs
that are in the formulary. In other cases not.

But the principle is well established. The State of Pennsylvania in
the first 9 months of its experience, partly due to the formulary sys-
tem and partly due to other actions it has taken, saved $1 million, and
reversed the trend from an upward increase from year to year to a
downward movement in the cost of drugs for the State of Penn-
sylvania.

I think while we can not isolate out the precise amount which re-
suited from the formulary s ystem here--we are not proposing that our
figure does represent that-it has still nevertheless been a substantially
contributing factor to the reduction in drug costs in Pennsylvania.

The CHAnRMAN. When I go over to the doctor's office here in the
Capitol building, if I have a headache he will give me something for
it. As often as not it will be aspirin, an aspirin tablet. And he just,
puts it in a little box and hands me an aspirin tablet.

Now I don't know which company made the aspirin but the one
thing I do know is that it is just as effective as anybody else's aspirin
tablet which meets U.S.P. standards. Somebody advertises that there
is none better, there is no better aspirin made, and that is right. None
better, none worse, all exactly the same.

Just like that premium we used to collect on cane sugar on the
theory that cane sugar was better than beet sugar. It is not. It is all
the same thing. It is sugar. When you buy the aspirin tablet, if you
have the same amount of aspirin in there, let's say five grains, we
shouldn't let a fellow sell it to you if it is not of propr quality.

It ought to be aspirin made to official standards. Why should you
pay any more to buy it from one manufacturer than another, just in
order to get a particular name?
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That is the principle upon which the Government buys aspirin
tablets, isn't it? We buy it to give to a U.S. Senator, to give to he
President or to give to a servceman who has a headache. That is an
aspirin tablet, and in our judgment it. is all the same thing. Isn't that
about what it amounts to?

Mr. SrAATs. That is the way I would see it, Mr. Chairman.
The CnATRvA. And we believe that this bill will also assure better

quality by providing more testing and inspection of drugs. We pro.
vide for that in this-bill. It ought to help reduce the cost of somebody
having to stock eight or 10 or 15 or 20 different brands of the same
drug. Requiring pharmacists to stock a great number of products just
in order to satisfy one producer or the other, and help him get a higher
price than he could get for it if lie had to compete on a realistic basis
for the business is just not good sense.

Mr. SrAATs. To explain, Mr. Chairman, why we have concerned
ourselves with this area, we are all, I believe, concerned with the
rising cost of medical care. The witnesses just preceding us I think
pointed this out very, very dramatically.

Drug costs are an important part of the costs of medical care. Drug
expenditures have been going up.

I am advised that the total cost of drugs in federally aided medical
care programs in fiscal 1966 was upwards of around $140 million.
Now this is going to increase very substantially over a period of time.
I think the committee is very proper in its concern with this subject,
and we hope our reports will shed some liiht on it. We do not contend
that we have the final answer on it. What we really are doing is
pushing for answers which we believe can best cone from the 1)3-
partment or from the Congress through legislation.

The CHAnMAN. Let me just put the question somewhat as I see it.
One of the latest wonder drugs is tetracycline. That is one of the im-
portant breakthroughs that has been made. It is just great for killing
bacteria. It even kilts some good bacteria that you could use, but it kills
practically all the bacteria when you take it.

My impression is, just from recollection-and the Nelson committee
has been going into this, the same committee of which I was chairman
that that drug could be manufactured for about a cent and a half a
capsule. Now I should think that if you pay 5 cents a capsule, when
buying in quantity, that would be plenty to pay for it. That would be
more than three times the manufacturer's cost.

Manufacturers who produce tetracycline have told me that they
thought both they and their competitors could make money on it if
they could sell it at 5 cents. We have had major companies selling it for
a great period of time by various trade names. I think they were selling
it for as much as 50 cents a capsule, and they maintained that price
for a long time. It might be below that now. Let's say they are selling
it for 15 or 20 cents a capsule today.

Now here is something else. If we are going to purchase for our own
hospitals, we ought to be able to buy it and provide it for maybe 2 or
3 cents a capsule, but if we buy it from the druggist the druggist is
entitled to make his fair profit on it, whatever that might be.

But the companies would like to sell that for 40 cents a capsule or
50 cents a capsule. In order to get that big price, they have to have it
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prescribed by some other name than what it really it, and so they have
got to call that tetracycline achromycin, panmycin, or something else
with the result that somebody is going to have to pay about lOtlmeswhat they ought to l~ay for thIs stuff.

Well, now if it is better than somebody else's thatt Is one third,
but if it is all the same thing, which our tests indicate it is, then we don t
see any reason at all to pay 10 times what we could buy it for.

Now this bill doesn't quarrel with some of those who want to go
ahead and spend their own money, paying 10 times as much. It is just
that if we are going to buy it and pay for it with Government money,
we don't see why we ought topay 10 times as much for that product.
That is the logic that you have recommended and that atut 10
States have ado pted as I understand it.

Mr. STAATS. They have adopted the formulary system.
The CHAIRMAN. Yes.
Now this formulary matter still confuses me a little bit. My impres-

sion is that the reason you use a formulary is that you want to put down
there what you are willing to pay for and what you are not willing
to pay for.

or example, let's take this .same tetracycline. Some fellow goes and
puts a pinch of baking soda with it and puts his salesmen on the road
and he wants all our doctors to write that name down there and call
it something other than tetracycline. Because he has a little baking
soda in there, he wants to go back and charge 50 cents all over again
for the capsule.

Now my understanding is that in the formulary might say "we
never heard of this thing. You call it by some fancy name. We never
heard of that stuff and don't know what it is. The nearest thing to it
we have over here is tetracycline, if those are the only active ingredi-
ents in it, we are not going to pay eight or 10 times as much because
you put a drop of soda or a drop of sugar in it. It is essentially the
same thing, and this is all that we propose to pay for it. If somebody
wants to pay more, just let him pay it with his own money. We are not
that foolish."

Now as I understand it, that is about the kind of thing we are talk-
ing about here. My impression is that the companies that oppose this
the more are often selling the same product under different labels even
though it is made in the same plants. Some of them are the biggest
sellers of the products. Do you know who the largest manufacturers of
these generic drugs are?

Mr. STAATS. I don't know, Mr. Chairman.
The CHAIRMAN. Well, I think you ought to get to know them be-

cause they are some of the big companies, those that advertise the most
such as Eli Lilly and Squibb. My understanding is that some 80 per-
cent of the companies that belong to the Pharmaceutical Manufac.
turers' Association who manufacture and sell by trade names, repre-
senting that nobody's product can do the job except theirs also manu-
facture generic products. When they have got to compete #or the busi-
ness on a price basis, in many instances these same companies sell un-
der its generic name the same drug, manufactured in the same plant
for a fraction of the brand-name price Are you familiar with the num-
ber of those companies which sell to the Department of Defense, on
that basis?

88-51 O-S?-PL .8
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Mr. SrAi's. I believe they are the same companies that sell in the
commercial market.

The CHAMAN. My understanding is that with the U.S. Govern.
ment buying Mr. Staats, for all the servicemen and all the Members of
Congress and for everyone we treat in the veterans' hospitals, and for
those others to whom we provide drugs, none of the companies decline
to sell to the Government on this basis. We just buy it in effect for
what the drug is,

Of course that may not be a fair comparison because the laws pro-
vide that the United States, if it can't acquire it for a fair price here,
can acquire it overseas. There has been no serious problem in acquiring
drugs which we need on a competitive basis, and for a reasonable price.

I for one don't blame anybody for making as much money as he can
in selling something for as high a price as he can get. I do blame some-

-one however, who has the responsibility for spending the other man's
money, as we do in spending the taxpayers' money, who pays a great
deal more for something than good solid business practice would dic-
tate. In buying for my business, that is about how i would buy it, and
that is how I would suggest you buy it if buying for the Government.
Does the GAO believe that the method of payments and reimburse-
ment for drugs under my bill is feasible and in the public interest?

Mr. STAAT. We think so, Mr. Chairman. We think it is feasible. It
is not a simple problem, but it is no more difficult than other pricing
problems.

The wholesale costs are well known. It involves consideration of dif-
ferent types of outlets. It also involves the geographic price differen-
tial, but these are fairly common in both the commercial trade and
Government procurement. So I think the answer that we would give
to that question is that we do believe that it is feasible.

1 don t want to leave the impression that the Department hasn't been
at all concerned or interested in this matter. They have had a task
force which has been working, I believe, very hard since the first of
June on this subject. I believe that a report is nearing completion. I
am told it will be made available to this committee. But I certainly
don't want in anything I have said to leave the impression that the
Department has not been concerned with this subject.

We hope that our reports may have had something to do with this
concern but in any event, we believe that there is a program now that
hopefully is leading to some constructive steps.

The (HAI.MAx. The General Accounting Office has issued several
reports relating to welfare payments for drugs, and as I understand it,
GAO has been critical of the Health, Education, and Welfare's control
procedures. Would you say HEW is applying proper controls over
welfare payments for drugs now ?

Mr. STAATS. I don't know whether I would use the word "controls"
in the sense that you would in a direct federally administered pro-
gram, because these are grant programs to the States. I suppose the
thrust of our criticism has been that we felt thb Department is a little
slow in developing an active program of guidance, standards, and
criteria and mayie setting up some demonstrations. These are all
things that the Federal Government can do in a State-administered
national program, and so perhaps control isn't the proper word, but I
think maybe you are getting at the same point I am.
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The CHAmI AN. Thank you very much.
Senator BzNNmrr. Mr. Chairman, I have listened to this discussion

with a great deal of interest. I know of the chairman's interest in
trying to beat the drug pattern into what in effect will be a single item
for a single purpose and will eliminate quite a variety now available.
That is the effect.

If you really want to save money, you will buy this stuff by the
carload under your Federal purchasing right and deny the private
physician his right to dispense it, and then simply say that all welfare
recipients must get their drugs, and if you have this disease, you are
going to get this drug.

If you are going to take away from the physician, I think eventually
you are going to try to take away from him his right to prescribe
something that he thinks may be better for a particular man than a
particular drug which is presumed to handle that general disease
problem in the formulary.

I have enjoyed very much hearing aspirin and tetracycline used as
the examples over and over again. I have in my pocket three drugs
which have been prescribed for me by the Senate physician. They are
all proprietary. First is empirin rather than aspirin, which is manu-
factured abroad. The second is maalox, and there is a great variety of
drugs available for antiacid purpose, but for my particular purpose I
am oing to buy maalox. And the third is another antiacid calledtetrelam

Now, if you have carried this thing to its logical conclusion, there
will be one antiacid, because you will say why handle three or four.
There is only going to be a variation of a few cents a hundred in them
anyway. I think that there is a real danger in this of limiting the
opportunity of the physician to prescribe or his patient. Maybe there
is a pinch of soda in this combination, and maybe that is what the
patient needs in this particular situation.

You said on page 5 toward the bottom of the page:
Adopt policies and procedures designed to encourage physicians to prescribe

and pharmacists to dispense for the use of welfare recipients less expensive
nonproprietary drugs whenever practicable and consistent with the recipients'
welfare.

That leads me to this question that. popped into my mind. Are you
going to require that pharmacist to refuse the physician's prescription,
if it is not a less expensive proprietary drug'i Has he got to call the
physician up and says "Now, you can't prescribe this, this particular
one costs less, and therefore you have got to prescribe that?"

Mr. STAATS. May I answer ?
Senator BFNNBmTr. Yes.
Mr. STAATA. In terms of the examples that we have from different

States, the approach has been to limit reimbursement on the basis of
a price for the nonproprietary or generic drug rather than to require
that it use it. It provides that the payment would be based upon that
as the maximum.

Senator BEmNmET. Then if in his judgment he thinks sincerely-
Mr. STAATR. H thinks it ought to be something different-
Senator BEN Nprr. A more complicated combination.
Mr. STAAT8. Right.
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Senator BxN=TI. But he is going to be limited for the treatment
of this particular disease to drugs in a certain list.

Mr. STAATS. It Will be a list made up of nonproprietary or generic
name drugs to the extent appropriate.

Senator Bz-NNmrn. I understand that.
Mr. ST&&ATs. I would like to remove some misunderstanding here,

thatyou would limit itto one manufacturer.
Senator BzNNnT. No, I don't have that idea, and as far as aspirin

'is concerned, it is eay to use that as an example, because it is a drug
that has been made for a hundred years more or less, and all the bugs
have been worked out and it can be supplied on a mass-production
basis.

But we haven't come to the end of biologicals, and if you are going
to write a formulary which requires a generic name for a particular
range of biologicals, then you are going to deny the physican and the
patient the opportunity to use something that may be a later, better
variation of tetracycline. This is the thing that bothers me.

The other thing you are going to do is you are going to start setting
prices. You can't escape it. And when you start to set prices, you are
going to encourage the druggist.to go out and see where he can get the

g at the cheapest price, and we are moving into the situation where
in our free enterprise economy we are having a large segment of it
operated on prices that the Government set, not that the free market
sets or that o not reflect the variation in costs of an individual pur-
veyor, or the cost of his development for his drug.

My experience, and I have been in business for nearly 50 years, is
that when you do that, you always get the cheapest thing that is avail-
able, and in many respects, in order to get the price down, somebody
starts to cut corners.

I think this attempt to operate on this basis is going to backfire
sooner or later to the detriment of the sick person, because you are
going to limit the drugs that may be available to him by making it
impossible for him to be reimbursed for anything except the drugs
that somebody decides shall be placed in the formulary and there be
the only ones which thefphysican can prescribe.

Mr. STAAT. I would like to say this. I respect your concern and your
views on this matter. I would like to point out, however, that in many
other areas of our grant-in-aid program, the Government has taken
the step of limiting the extent of the Federal financial responsibility.
This is in the area of administrative costs, personnel costs, many areas
of program costs. This is true in many of our grant programs.

Senator BE.Nmv. But you are not dealing there with products.
You are dealing there with services.

Mr. STAATS. You are dealing with the level of care when you set
up the rules for hospital costs for example. We do have that. That
is required by law. You have tie cost reimbursement principle which
has been established and which the gentlemen from the American
H-ospital Association were talking about just a few minutes ago.

All I am trying to point out, Senator, is that this is not a brandnew
principle that we are talking about when we talk about limiting the
extent of the Federal financial responsibility for a Federal-Stte
program.
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Senator BiNeNErr. We are trying to limit the extent of the Federal
financial responsibility.

Mr. STAARN. That is correct.
Senator BNNxzrr. But in order to do it, you are injecting the Fed-

eral Government into a basic area of the choice of the drug to .be
made available, and the quality of that drug inevitably in my opm-
ion, and this is what worries me about. this concept.

Mr. STAATS. We felt here-
Senator BxwwNim. Generic name.
Mr. STAATs. You know that 10 States have adopted formularies,

all of them in fairly recent years. To be sure, much experience has
to be achieved. Some of them use the formulary system as the basis
for reimbursement. There is a limit on the payment.

Senator BENNmr. How many of those are voluntary and how many
of them are not?

Mr. STAATS. The only one that I am aware of offhand that is com-
pletely voluntary is the one I mentioned which is Pennsylvania, and
even under the voluntary system in Pennsylvania, a major reduc-
tion in the cost of drug care in the welfare program was achieved.
But the Pennsaylvania system involves some 1,368 drugs.

It has an alphabetical list, an over-the-counter listing, and thera-
peutic index which lists the drugs by therapeutic usage, and shows
the relative cost of products for the use by the physician.

Now, Pennsylvania is a voluntary system. As far as I know, the
other States have not used a voluntary system. New Mexico I guess
you would have to regard also as voluntary.

Senator BE:NNErr. You are talking about a formulary of the United
States.

You suggest that it should be developed, and I assume that that
could not be voluntary on the very face of it. It is going to be a
completely national system. It has got to be mandatory.

Mr. STAATS. I believe you are correct in that the amendment which
has been submitted would limit the amount of Federal responsibility,
financial responsibility, to a. pricing of a drug based to some extent
on nonproprietary or generic name bases.

Senator BEz.mT. I have no further comments or statements, Mr.
Chairman. I think we may be trying to say that the spigot and we
are going to lose at the bong hole in terms of the effect on the industry
and the collateral effect of this program as I see it, the next stop wil1
be that druggists who are going to be required to carry these formulary
drugs and s6l them on the generic basis are going to have a demand
from the general public: "Well, if you sell it to my father for 5 cents
a capsule, why don't you sell it to me?"

So he does, and believe it or not, this can have some rather far-
reaching effects on the whole system of the manufacture and distribu-
tion of drugs, because everybody's illness is not, exactly the same, and
if all they hadtodowussa ake wo aspirin and go to bed and rest
in bed, there would be no problem.

But I think you are limiting not only the freedom of the physician
to take care of his patient, but you are also going to have some very
drastic effects on the whole drug system in tle United States.

Mr. ST mTs. We don't minimize the difficulties involved here. We
think that they are great. We feel also that this is an area where the
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result of the experience of the jurisdictions that have used the formu-
lary system is such that it does perhaps point the way for further
developments in this field.

I believe the Secretary of HEW has so agreed in principle at least,
and I believe they are trying to work out a system.I can t, however,
speak for the Department.

I believe the Commissioner of Food and Drugs is going to be a
witness here, and he certainly can speak to this. But it is our feeling
that since Federal costs are involved, it is a matter that needs atten-
tion by the Congress and the Department to a greater extent than it
has had before.

Senator Bmxirrr. I think you and I are on different sides of the
philosophy on this. You want to take the benefit, or the Federal Gov-
eminent is in a position in its own purchasing to take the benefit, of
all the research and all the cost of developing these things and squeeze
out of the price any repayment for that, and reduce the production
of drugs down to the same basis as the production of paint, which I
know something about.

Just take the raw ingredients and figure out how much it cost to
put them through the system, and that isn't the way we grow in drug
service to the people.

Mr. STAATS. Maybe we are on different sides, Senator, but I believe
in the Federal Government's procurement policy, and I believe this is
a form of procurement. Our traditional method of dealing with pro-
curement is to use specifications if you can develop the specifications.
I grant you in some areas this is not an easy thing to do, but the effort
is always to try to get the maximum competition in Government pro-
curement, and you do this in part by buying according to specification.

Senator Brnnirr. But this situation does not involve competition.
This stifles competition. This says that in the field of painkillers there
is one generic drug-that is, aspirin--or two generic drugs.

Mr. STAATS. This is where I don't believe that we are quite on the
same wavelength. I think you can get competition when you Procure
or reimbuse on a generic name or nonproprietary basis where" appro-
priate. I believe you can do this. This is a matter for the Department
people to say how far you can do it, but I know that experience has
already demonstrated that you can do it in some cases.

Senator BNmxnr. But aren't you thinking about Federal procure-
ment in mass lots while every little individual druggist, whether you
like it or not, has got to go to a wholesale druggist to get his supplies
even of these generic drugs? He can't deal in carload shipments 'With
the original manufacturer.

Mr. STAAMT. But he can order on that basis if he has a formulary
before him.

Senator BIRsm-r. The formulary says if you want painkillers, you
can only use these particular things and we won't pay for any varia-tion, so'it seems to me that that stifes competition andA tends to force
the drugs to their lowest common denominator.

Mr. STAATM. I certainly agree that we don't want to stifle com-
petition. I guess our difference is that I don't believe that this ap-
proach necessarily will do that.
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Senator Bmmir'r. Mr. Chairman, I have already overstayed my
leave.

The CzurRMAN. Let me just say this, Senator Bennett.
For example, Senator Bennett, you start out- by suggesting here

that you are against this because these particular drugs that you
have in your pocket were what you needed and you don't want some-
body to give you something else.. Now all those drugs, which you say
you got from the Senate physician, were all bought by just exactly
the purchasing method I am advocating. They are all bought
generically.

Senator Bxwrwrr. No. May I say these came from wholesaledruggists.The CRAMMAN. I thought you got them from the Senate physician.

Senator BzNmrr. The Senate physician got them from the whole-
sale drugist because he buys them a few at a time. This other anti-
acid is Tetrelac. I don't know who makes Tetrelac, but it is
undoubtedly different from the person who makes Maalox, and they
serve a slightly different purpose.

The ClAIMAN. I hope you won't take it if you don't know what
it is, unless the doctor recommends it.

Senator BiNNr=IT. Life and death doesn't lie on an antiacid.
The CHrAnwAN. Let me show you how we would go about buying

that. If you went to the Senate physician and said you had a head-
ache, here is how you would get those Empin pills. He looks down
there and he decides what he thinks you need. Now the Government
when it buys consults a listing where it looks first to see what this
Empirin is.

vow Empirin is one of many products made under a standard
formula combining as irin, phenacetin, and caffein. It has a little
stinger to go along with the aspirin in there. You can get that in a
cup of coffee. It has a little more than aspirin in it.

To meet that formula-and some folks might think it will serve
their purposes better than aspirin-you have a group of different
products.-Here are some: Ace-Caf-Edine. That is manufactured by
the Maney outfit. Acetidine, manufactured by Merck- Analgi,
manufactured by Merrell- Ansemco, manufactured by Vasengill;
Aphodyne, manufactured by Gold Leaf- A S.A. Compound, manu-
factur6d by Lilly; Ascadin manufactured by Drug Products; As-Ca-
Phen manufactured by Uilmer; Aspirotabs, by rwer; Aspodyne,
by Blue Line; Empirm Compound, by B. W . & Co.; Fenadin, by
Burrough Bros. and P.A.C. Comj~ound, by Upjohn.

Now that is A.P.C. some folks just call it A.P.C. tablets. I will
give you a firm assurance they will all do the same thing for you. They
will help your headache. It is just the same as aspirin except that it
has this phenacetin and caffein added in the same proportions and
it is. listed in the Natic.al Formulary.

Now if you went down there and the doctor gave you that A.P.C.
in a little box and didn't tell you which company manufactured it,
it would do the same thing for your headaches as if you did know
what company made it. The Government now buys this stuff on a best
bid basis,-but this bill would give more than that.
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We would say that here you have got a whole group of companies
manufacturing this. One fellow, say, sells his product for 3 cents, an-
other fellow at 5, another at 7, another fellow at 9 and here is some-
body who wants 15 and 16 cents for it. We would say all right, we
would be willing to pay up to 9 cents for it, but if you charge more
than 9, we think that is just too much, it is out of line and we will pay
as much as 9 cents of your cost but not more because here are four
or five of them available within the 9 cents. If you want to go ahead
and pay 16, that is your privilege.

Is that your understandingI
So we don't necessarily take the lowest pricedproduct. You can favor

one manufacturer over another until the price just gets to a price that
we think is unreasonable and out of line. At that point we would say we
are willing to pay up to the price that half these peo char, but if
that particular thing is out of line, we will pay what we think is a
fair prico, and that is as high as we are going to go.

Now, by using that procedure, anybody who is an efficient producer
should be able to produce it and sell it within that price range, should
he notI

Mr. STAATS. I should think so.
The CHAIRAN. If he can't, there are plenty of people in business

producing precisely the same thing that can produce it at that price.
If I am buying paint from a pant manufacturer and I am willing to

pay him not just what the product is worth on a competitive basisbut
willing to pay him a price above what the low bidders were bidding,
I would be giving him a pretty good deal in the price I pay him for it.
All I am suggesting here is that we just pay wha would be a reason-
able, fair price for tNs.

Of course, this doesn't have anything to do with what happens when
somebody has a patent. If he has a patent, then we are not proposing to
do anything about that. He can just charge all the traffic will bear, if
that is a patented drug we think a person need& This bill doesn't touch
that does it?

Mr. STAATS. It is m understanding that it does not cover that.
Senator BNE. i.r. Chairman, would you let me clear that up?

If a man has a patented drug and it is not listed in the formulary, the
physician can't prescribe it anyway. The person ordering it cannot be
reimbursed for that patented drug because the physician can't pre-
scribe it.

Mr. STAurs. If it is the only drug of its kind, Senator Bennett, it is
my understanding that it would be listed in the formulary.

In other words, if it is designed for a particular purpose, it is pat-
ented, it is one of a kind it would be listed in the formulary.

Senator BE.NNET. A formulary with a thousand numbers-
The CHAIRMAN. What we are saying is that with regard to a pat-

ented drug, if we think it is good, it would be in there, wouldn't it if
we think a patented drug is good-

Mr. SmArs. That is what! said.
The CHAI.MAN. And under this bill we would pay whatever the

company insisted on. If they have that patenti even if they are charg-
ing $1 a capsule for something that costs a half cent to manufacture,
we would still pay for it, wouldn't we?
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Mr. STAATs. That is my understanding.
The CHAmMAW. But if we don't think the stuff is any good anyway,

if we think this is useless, we would advocate you not put it in your
bloodstream. We don't care what kind of patent you have on it, we are
not going to pay for that. As far as we are concerned if you want to
take it, that is all right; but we don't see that that stuff does any par-
ticular ood.

Now here are some things around that some people think are good
and other people don't think are any good. It might probably do more
harm than good. We don't propose to pay for it at all, and that is the
only reason it wouldn't be ii that formulary if it was a patented drug;
isn't that correct?

Mr. STAATS. That is my understanding of the bill.
The CHAIRmAw. And what we try to do is use the best medical judg-

ment in setting up the formulary. You might take the illustration my
father used to give about the days when he was a patent-medicine sales-
man. He had these two drugs-two patent medicines. One was named
High Popalowrum and the other was named Low Poplahighrum. One
sold for $1 and the other for 50 cents in the same sized bottles. Folks
practically always bought the dollar bottle. The only difference be-
tween these two products was that one was made from the part of the
bark that had been skinned down from the tree and the other that had
been skinned up from the tree.

What we are suggesting, in effect, is that between the two if it is
all the same thing, we would buy the 50-cent bottle. But if the junk
is no good to begin with, we wouldn't buy either one of them. But if
we conclude by our best medical advice that this is something that will
do you some good, then we are willing to pay for it. If you have a
patent on it, we will pay whatever price you have marked on there.
If it is something we think we have to have and if it is patented and
we think the patient requires it, why we would pay it, going by the best
medical advice that we have. That is how we have been treating the
President of the United States and U.S. Senators and Congressmen
for a number of years, isn't it?

Mr. STAATs. You are in a better position to speak to that, Mr.
Chairman.

The CHAIRMAN. I have been over there to the Senate doctor, and I
have enough confidence in the doctors at Bethesda and the President
of the United States has enough confidence in Walter Reed and the
Department's purchasing policies that he trusts his wife over there
andso does President Eisenhower and other Presidents. They trusted
their lives on drugs bought just in that fashion, as I understand it.

If we think we can save money that way, and we think that will be
a good way to save money in the future with regard to these same
people, we do this. I am not saying that the President of the United
States is any better than a welfare client. I am just saying I think he
is ust as good, at least as good.

Thank you very much, Mr.Staat&
Mr. STAAS. Thank you, Mr. Chairman.
The CHARMCAN. The next witness is Dr. James L. Goddard, Coin-

missioner of the Food and Drug Administration. I regret having to
keep you this long to hear your testimony, but we are very happy to
have you.
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"TA TEM1 OF MES L GOM)ARD, Xi)., Cox -IMIONE FOOD
AND DR&UGSDpARM3~O WRMTE EDUCATION, "ND WE!,
VA"r A00COMPAND By WILLIAM '' ORIZ GENERA

Dr.' (3onnB. I am pleased -to be here, I have with .i today, Mr.Chairman &An members of the committee Mr. William G6Wdrch Gen-eral Counsl for* the Food and'mrinsrton hr a brief
stMw"-t, r ;Ala rnatt Ii wo iet r~e it I may.

Dr. uo~&m.Weappreciate this oprtun4 'to 'appea before ti
adawai n. suss tes fects of S. 2299 on the Food and; Drag

Onanu0sx-y0'1967, the President io his aid for thi"aged messagedirected thp Secretay of Health, EduciatlOn and Welfare to under-take immediately a'6 'omrehensive'td of te rioblezit of includig
thec ost ofprescription drundetmeica

The DNpartmient inimeditely bega n to consider the economic -ad-ministrative, andcli~ial' ape6ts f the problem in an effort todlieh-
aeaesfoi orintensiviestudy Af ter; the collection -of sieneeded

preliisr informant thSecretairy on May 81 formally atnounced
te cr6eation of the "task force on prescriptions -drugs" to, carry out acomprehensive study of the problem areas which had been identified.
We hope that the fifiiI report of this task for -ce whiah -will besubtxtted
befor Juinsloo8 wffl provide the knoV'0dedgenec~eary to achieve manyof the objewtves of S. 2299

hecrux .of thi lgsationi as it affects ~A a~aly~h ultof oju~ f all -drug'Weres reiable, there"Wudbe'c"ree~~
for price 904 Anf I scoild be icluded. in "aor~1~l

solely o a i'tI~aly th '~A is~ notcurrent" ly inapoiik to guarafite th4 puItad lultof ydrg ' th emarket. H6oeer *61%re continually btrllgtwi' t_ goa o74f abs-
Ilute asurne In '~drug area ahd several p have 'b 'n t4ke -in this1%6cto. h dru amendments of 192 ~ ntice, instituted po
vlsions'designed to' ipro~e the quality ' of our drug supply.-

For example enactment of the 1962 lw:
fore~-- m ke.beroed- eftive, as well as safe be-

Givi(u auh hor 'the'~s iWe to:make cmpl6e insp&-
t6on of factoris presriptioni drugs.

li quirea -ditgs to be pr-odiicd undercurrent good nia ufat-

Luthoried us to establis Wiil sful commo~b ~ei

Retired recleepn n poti 'of. adverpe ma, rketim

Required the registration of all drxig 'tnsk nAd 1"icon of
these firms every 2 ye.

In t* 5~~sic h ~atnit6 h * tthsUhl init of
its xteikiver~viionhli&(iio bO~n i 'cefed.M- U1llisiioni'Of 1#4l

'the Ato4~ cife?'rd b'thii! statt ia*ifofd iniian n
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creases in manpower, resources, and expertise. Every possible effort
has been made and all avenues exploded in our determination to
administer all phases of this law. The monumental responsibility
which accompanied this legislation precluded rapid implementation
and even'now we envision 3 or 4 more years before the task can be
accomplished.

During inspections of drug plants, pursuant to this law,'we check
the manufacturing and quality* control procedures to determine com-
pliance or deviation from our good manufacturing practices regula-
tion Although most manufacturers adhere to our regulations, our
field investigations continue to reveal numerous violations of current
good manufacturing practices. These deviations vary in degree of
importance arid may be detected in plants of every .size and d escrp-
tion. We are presently reevaluating the GMP regulations for prescrip-
tion drugs with a view toward making them more definitive. We feel
that this reevaluation is necessary because of the rising number of
recalls occurring each year.

In addition, tbactory ins tions, FDA's 17 district Qffices maintain
constant surveillance a ketplace.

For example, weh established a Na 1 Center for Drug
Analysis in St. Loj act as the public's contro, boratory. 'Using
automated equi nt, the newest assa techniques, a a constantly
evolving techn ogy, this national n ill help our ency kep
abreast .of in stry's outp ure t nsumer th t drugs in
the market are el o pe ect tha e r before. Th national
center is,h ever, end-pon ; it is after e fact. The sa lea are
collected comm us a tage
of hain to go back throu r Ution sy rif
we find a thing seriously wr wi one tm

We h be esya tiona nter -eking o our
equipment n gi r I a ac the expe ience
which t later e and effo i Our o l is to
examine ny th sands S Ir. are in good
progress, ut it is t earl raw co from the I timely
K.w.aIn that h n . futu , rhe from
the nation center, combined wit ose om our 1 distrc abora
tries, will ve a good pict d gs th ugho the N n.

Price, per of cou cannot be m r quality. 0 listing
of a drug in a ormulary e m e on basis of ality, irre-
spective of price. partiUlardru ay be offered at n erous prices
by various drug f 8i ; however, te lowest price f a drug of "sc-
ceptable quality" wi the basis for the ran of rimlirsement
under S. 2299.

To effectively make this determine on there must Qf necessity be
a substantial increase in those activitieswhich I havebrie
An i on ofa plant.ever. 2 years will not provide the necessary

data. tions .will hav to be more f-equeut and ae a crollary we
will ned a larger focee of ins t. ruiiItina an4 train n the
necessry ,p"Pre will take asubstant period of ie, .probby at
least.8or 4yea, In fiscal -trrm such an enlargwd stiff WOp11 nmean
greatly inr ea. d appropriations. y •. . '+ - _-

The activities of tLe St Loui laboratorwill have to b~expanded
and perhaps other similar laboratories Wil have to be established.
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Here again additional training, recruiting, and equipment would be
necessary.

Another question which is pertinent in considering S. 2299 is that
of the therapeutic equivalency of identical drugs. There are, presently
numerous guidelines available for our use in this area. The Unitd
States Pharmacopoeia and the National Formulary have for many
years set standards for laboratory examination in the expectation that
ever drug conforming to these standards will produce the requiredresults in patients. The manufacturing and testing procedures con-
tained in new drug applications and the test procedures in antibiotic
and insulin regulations also constitute such standards.

In large measure, we believe that these standards serve their in-
tended purposes. This appears to be particularly true for most anti-
biotics and insulin; as you are aware, the FDA certifies each batch of
antibiotics and insulin to be marketed to see that each meets the appro-
priate standards.

However, the science of drug production and formulation is becom-
ing increasingly complex. The establishment of standards adequate
to meet our increasingly complicated needs is a continuing process in
which the private organizations maintaining the USP and the l'F,
and the Government working with them, are constantly striving to
keep ahead.

r think it is important, Mr. Chairman to keep this question of
therapeutic equivalency in perspective. There are some who would
have you believe that no reliance can be placed on any drug unless it
has been produced by a firm that is wid-ely known. There are others
who maintain that you can buy any drug in the marketplace and ex-
pect it to be therapeutically equivalent to others sold under the same
name. I must say that we do not have controlled clinical studies to
decide the issue in all cases. We are initiating studies with George-
town University and others to carry out the necessary research on
about 50 widely employed drugs so that we may have a good basis for
making such an evaluation.

At tAe present time, our feeling is that in only a limited number
of drug categories will two drug products with the same active ingredi-
ents not produce clinically equivalent results. The exact number is
now under intensive examination by the Government; but for most
drug preparations the identical dosage forms seem, for practical pur-
poses, to perform the same.

However, we will have to await the results of a number of studies,
such as the one now being conducted at Georgetown University, to
make any universal statement. The results may or, indeed, may not
confirm our beliefs. If therapeutic differences appear between drugs
having identical active igredients, trade name drugs, even if more
expensive, would have to be listed in the Formulary to provide the
ph sician with the proper choice of therapeutic agents.

The bill under consideration also calls for a determination by the
Formulary Committee of therapeutically duplicative drugs. That is,
given two drugs which produce the same effect a decision would be
made by the Formulary Committee as to Which was to be included.
Such a finding would involve considerable scientific investigations and
almost certainly would arouse considerable controversy among scien-
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tists, not to mention my brothers in the medical profession. With them
If you get three or them together you will find at least three and pos-
sibly four different opinions.

In essence the bill would impose upon the Formulary Committee the
duty of evaluating every prescription drug used in medical practice
today-more than 5,000 chemical entities-approximately 21,000 dif-
ferent dosage forms included; and of providing a formulary of the
drugs of choice. It would have to exclude drugs deemed unnecessary,
therapeutically duplicative, or of unacceptable quality. The enormity
of such a task should be borne in mind. The present review by the
NAS/NRC of the efficacy of drugs marketed between 1938 and 1962
can be used as an indicator of the magnitude of the project.

This review was begun a year and a half ago in response to the
Kefauver-Harris amendments, which added efficacy as a criteria for
approval of a drug. We are expecting the first report from them by the
end of the month. However, the length of time needed for this review
aptly illustrates the complexity of such areas of scientific inquiry.
Furthermore, after the reports are received, extensive administrative
action will still be required to review the recommendations and put
them into effect, and to deal with the challenges which will be made
with regard to the effectiveness claims of some of the drugs.

It is evident that any review of drugs, including review of both pro-
motional claims being advanced and the scientific data to support these
promotional claims calls for the efforts of the most highly qualified
medical scientists. ALy large-scale effort of necessity must extend over
a period of several years at the very least.

Under this bill all drugs-not only those cleared through the new
drug procedures since 1938--would have to be reviewed. For many of
these drugs there are no adequate, well-controlled scientific data on
which the claims of therapeutic effectiveness could be properly
evaluated. This is true even for a number of drugs which are widely
accepted among physicians as apparently valuable in the treatment of
disease.

In addition to considering the quality of drugs and the necessity
of including a particular drug, the Formulary Committee would also
have to promulgate regulations designed to assure the orderly, effi-
cient, and proper usage of drugs and biologicals. This provision will
necessitate a scientific determination of the precise therapy for a
particular indication.

The Food and Drug Administration is presently carrying out pro-
grams required to achieve the level of quality controls which would be
expected under this bill, and it will be at least 8 years before we can
assure a complete reliability of all drugs on the market. It should be
emphasized that the benefits of such a program would not only accrue
to recipients under this bill but to the general public as well.

In addition to an improved inspection system, the clinical tests and
research implicit in the provisions of S. 2299 would demand even
greater financial outlays.

Compilation of a comprehensive formulary would be further com-
plicate by administrative and judicial appeal afforded parties ad-
versely aff~el by the exclusion of a particular drug. Most of the
judgments of the Formulary Committee would center on the exclu-

1219



1220 SOM"A BECUJR1T AMMWDMENTS OF 1967

sion of drugs as being unnecessary, duplicative or of unacceptable
quality. These judgments could be subjected to extensive litigation,
especially in view of the availability of a trial de novo. The require.
meant that the formulary be kept current could be severely hampered
by such app els.

The administrative authority to revoke the use of registration num-
bers would also provide for a hearing. As such, there would be a sub-
stantial administrative workload placed on FDA. If, however, this is
to be done, the basis for revocation should be broadened to include vio-
lations of the requirements for production under sanitary conditions
and the requirements for adequate directions for use.

The objectives of S. 2299, to introduce a greater rationality into
the practice of drug therapy and to apply restraints to excessive costs,
are obviously highly desirable. Some elements of this proposal may be
susceptible of reasonably prompt achievement, and to the extent that
is possible, would be helpful even thou gh they would not accomplish
all that the bill seeks to accomplish. Other elements raise such grave
problems as outlined above. We believe extended consideration and
opportunity for discussion with the many affected groups is needed be-
fore decisions can pperly be made.

The creation of a National Formulary of the United States, as con-
templated by the bill, poses profound issues of policy as well as such
difficulties of effectuation as to rule out the possibility of early accom-
plishment. Some part of the purpose, however, could be achieved by
a compendium which would make available to physicians much infor-
mation about drugs which is not available to them today in readily
usable form. This would include the proper prescribing information
for drugs which is now disseminated in package inserts; it would also
include the means of identifying the several names under which a
single drug may be available. The latter item is important to enable
physicians to write prescriptions with an informed concern for their
patient's pocketbook.

The expanded quality control program which the bill envisages, if
it could be effectively carried out, would redound to the benefit of
the entire population by speeding the day when we can assure the
quality of all drugs available on the market. Our basic problem here
is not the cost, considerable as it would be, but the question of whether
FDA could expand its organization so rapidly without impairing its
effectiveness. Difficulties of recruitment and training and of rapid
absorption of so large a new staff have led us regretfully to postpone
until 1971 our target date for attaining so universal an assurance of
quality.

In conclusion, Mr. Chairman, the Food and Drug Administration
joins the Department in agreeing with the basic principle enunciated
yChairman Long; that is, the Government should strive for the

greatest possible economy consistent with quality in the payment for
drugs dispensed in Government-sponsored programs. At the same
time we recognize the numerous and complex factors involved in the
development of any specific legislation proposal. Basically, in view
of the many formidable difficu-ties presented by S. 2299, Ywould be
extremely reluctant to eee any action taken on this proposal prior to
the completion of the task force study.
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Thank you, Mr. Chairman.
I would be happy to attempt to answer questions.
The CHAIRMAN. As I understand your statement, Doctor, you say

that you think the purpose is good, and you agree with what I would
seek here, but that to achieve It, would be difficult prior to 1971 due
to technical problems that you just don't think could be overcome
during the next 4 years?

Dr. GODDARD. I want to be completely accurate, Mr. Chairman. Not
all aspects could be implemented prior to 1971 in my opinion. Certain
things could be accomplished rather quickly.

The CHAIRMAN. Wehave here a list of drugs covered under medi-
care, and it is a rather extensive list of them. These are listed alpha-
betically. It is a tremendous number. The Department of Defense
seems to have been able to make themselves up a list and say what
they thought they could buy and what they couldn't buy. Ten States
in addition to the Department of Defense, the Veterans' Administra-
tion, have all been able to meet that problem. Hospitals all over the
country have been able to do the same thing. Why is it so difficult to
do what literally hundreds of others have been able to do,just to say,
"Here are the things that we think have some value. These things
we think have therapeutic value, and we believe they are useful, and
here are the various forms of it in these various things, and here is
what we think is a fair price to pay for them."

These manufacturers appear to be competent to produce it, and
here is what we think would be a fair price to pay. 'We are willing
to pay that much, but we think to pay any more than that would be
going too far, paying them an outrageously high profit. Why can't
we proceed now? If we can get the Department of Defense and 10
States to do it and it can bed gone under medicare, why can't you do
it under the medicaid program

Dr. GODDARD. Senator,-I think it is clear that drawing up a formu-
lary in itself is not a difficult task. There are problems, to be sure.
But to draw up a national formulary would require, by the terms of
your bill, the establishment of a committee made up of five appointed
physicians, the Commissioner of Food and Drugs the Comimssioner
of the Bureau of Narcotics, the Surgeon General, and the Director
of NIH. They would be asked not only to devise a formulary but to
do so in such a way that .they would eliminate therapeutic duplica-
tion, at the same time protect the business rights of firms by affording
opportunities for hearings, and do so in such away that it would
insure proper and efficient usage. Requiring all these things, I think,
is asking a committee to carry out a task which would occupy them
full time for at least several years if they were to really work toward
the spirit of this bill.

N6w, I think I could personally draw up a formulary between now
and the 1st of January, but not at the same time accomplish these
other requirements that are present.

The CHAIRMAN. Well, the Department of Defense did it a lons time
ago. They have one you can look at right now which will save you an
awful lot of work.

Dr. GODDARD. Yes sir; I have looked at it.
The CHAnUM-. Wouldn't that be a decent starting oint I All we

are talking about under the medicaid program, is those drugs we are

1221



SOOIL SECURITY AMENDMENTS OF 1907

willing to pay for and what we think they are worth. As a matter of
fact, why not look at the formulary for the city of New York for
their medicaid program I They have some good doctors up there.

Dr. GODDAmD. I have not looked at theirs, but I am familiar with the
Department of Defense list.

Senator Long starting with their list would not meet the provision
in the bill which says, is prescribed or furnished in such quantities
and under such conditions as are necessary to meet requirements es-
tablished by the formulary committee under regulations designed to
assure the orderly, efficient, and proper usage of drugs and biologi-
cals."

Now, therein lies the difficulty, at least one of them.
Senator BzwNm-r. Anybody can make a list. It is a question of be-

ingsure what you put on it.
The CHAIRMAN. I understand that that particular provision relates

to matters such as minimum and maximum quantities of drugs-as
to how many pills you provide for a given illness, the dose that you
provide. I don't see that it refers to quality among manufacturers;
not that provision.

Dr. GODDARD. Senator, I know you want me to get down right to the
guts of my objection. My problem with this bill is that the practicing
physicians in this country have characteristically selected the drugsthey are going to use for their patients. Now, at this point in time to
begin with the formulary I think you would impose serious difficul-
ties on accomplishing the two major objectives that you set forth in
this bill.

I think we would make a better beginning if we could establish a
drug compendium which covered all drugs in the marketplace avail-
able on generic-name basis with the trade names listed, the dosage
form, and the price. In Pennsylvania it wasn't just the establishment
of the-formulary, but was also the education of the physician that
went along with it. Perhaps we could find that a national formulary
might not be necessary. Under the strictest terms of interpretation of
this bill, I believe we are encroachmig upon the practice of medicine
in such a way that the physicians would rise up in wrath.

Now, I am only sensing what my brother physicians' reaction will
be. This is based on discussions and meetings with those who are famil-
iar with the bill. But I think we can accomplish these objectives which
are desirable and worthy of accomplishment, but should be met in
another fashion.

The CHAmxAi. The people on my staff have undertaken to work
with you and the people on your staff in working up this bill. Why
didn't the folks on your staff indicate that that was a problem when
they discussed this matter with the committee staff

Dr. GoDDARD. Senator, I will take the burden of blame for that,
because I have been the one representing the Food and Drug Admin-
istration on the task force that the Secretary appointed. have been
the one that has been educated as to the complexities involved. I havebeen looking at all of the activities that are underway, and I am
afraid thatI have not transmitted back to my immediate staff all of
the things that the task force has underway, all the information that
it has received.
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I regret that, because I have a good staff. We did attempt to provide
technical assistance to your staff on this bill. I first met-I think in
JXanuary-with members of your staff, and I have learned a great deal
in that period of time. Now, I don't swallow, hook, line, and sinker
every statement that I have heard made about brand name drugs. Y
am confident that we have a good drug supply, and I am anxious that
as quickly as possible we establish that physicians can prescribe anydrug in the marketplace without regard to its source. That should be
our Job, and we ought to be able to do it, and I can assure you that we
will take every step that we can.

But there are some uncertainties, and there are some difficulties, and
that is what I am trying to reflect to you here today.

The CIAIIMAN. It is my understanding that under the proposal we
have here--and your staff at least advised on this--if the formulary
committee found any of those problems you cite, they could agree that
the drug could be prescribed by the trade name. Where they have any
doubt about therapeutic equivalence or if there was a question con-
cerning necessary quality, they could permit the trade names to be
used.

Dr. GODDARD. I understand that, sir. I am not quite certain, I must
say, or clear in my own mind about the example you used with respect
to ASA, or Empirin and Empirin-like compounds, ACP's. My under-
standing would be all of the products except one would be therapeu-
tically duplicative by the terms of this bill.

The CHAIa MtA. The APO would be the drug covered and then all
the products listed there that I listed would be covered, which could
meet the standards for APO.

Dr. GoDDARD. May I call upon my general counsel, because we have
had considerable debate about this point alone, Senator.

Mr. GooDRI Oi. We consider that if the drug is therapeutically dupli-
cative, and the major fact of therapeutic duplication wouldbe the
same composition, the drug should not be put on the list, in the
formulary.

Now, ther may be other products that are therapeutically duplica-
tive, But we have not only found difficulty in deciding whether a drug
of a different chemical composition would be covered in that category,
we also weren't sure that that is what you had in mind. But we were
pretty sure you did have in mind the same identical product as being
therapeutically duplicative. .

The CHAMMA. -What we are talking about is, there is no point in
listing two different drugs if they both do the same thing. But that
doesn't keep you from having any number, 50 or 100 products of the
same drug manufactured by different manufacturers which do exactly
the same thing as that drug. That is just like saying that you donpt
list the same think twice. You are talking about tetracycline. You list
it once, and then all the different tetracyclines are converted to a
greater or lesser extent.

Suppose you are talking about tetracycline. Well, - if that is what
you are talking about, you-have Achromycin, Panmyoif, Polycycline,
and Tetracyn. Those are all trade names for tetracycline. And, they
are all covered also. You can either buy tetracycline or you can buy
any one of those.

8841 O----pt. $--
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Now, if some of those are being sold at prices altogether too high,
and the others are being sold at a reasonable price, why, you would say,
here is a reasonable price for the product and that is what we are will-
ing to pay. There are plenty of people manufacturing it at that price.

'Mr. GooDmon. The bllprovides on p. 5 a national formulary com-
mittee may include in the formula, that is a combination provision, the
Formulary Committee can include a trade name product provided it
is cheaper than the generic name, or provided it is different than the
product already in tTe formulary. It has to either be cheaper or have
a distinctive advantage before it can be put in the formulary.

So those products could not all be on the list as we read it. This is
just one of the points that would have to be fully understood by us,
Senator before we could make a start with selecting the drugs that
should e available to the physician and specifying the conditions
under which he should use them.

The CHAIRMAN. Your people helped, as long as they wanted to help,
they did, and my impression was they were helpful in indicating what
the problems were here, and not just throwing sand in our eyes, may
I say, but saying here is what we think the answer to this problem
will be. And so far as I know, every suggestion which they have ad-
vanced to us as to how you would meet that problem was included in
the bill. And may I say that when the Government itself has been
doing this type of work with its own agencies for a great number of
years, and you have 10 States doing it and a great number of hos-
pitals across the country that are able to do it and then come here and
throw sand in my eyes and tell me it cannot be done, and present some
of the kinds of objections I see here. For example, in your statement
you say that "We have not been able to adequately test all these drugs
that are being put on the market."

You have had that job as long as there has been FDA, to test drugs
and see what they are selling people; whether it is something that is
doing them good and is safe. But to say at this late date that you can-
not dco what the law had required you to do all the time, and to propose
that as a reason why we should not simply try to give the public the
benefit of price competition in the purchasing of drugs just strikes me
as throwing sand in our eyes.

Dr. GoDDA D. Senator, I am sorry you view it as throwing sand in
your eyes. It is not intended to do so at all, but rather, it is a reflection
of the rather marked change that has occurred in the sophistication
of our drug supply. Accompanying that change unfortunately, we
have many examples of lack of therapeutic effectiveness because of
minor -ferences in the method of manufacture, the size of the parti-
cle, the excipient used, the kind of coating used on a tablet, the pres-
sure on a tablet in the mahine--I could go through a whole hosb of
these things which have been written up in the scientific literature.

Now, admittedly, this is not on a great many products, but it hap-
pens just enough of the time to give you concern and pause that no
longer do you rely upon the laboratory testing program in tote. The
laboratory testing program was once the main source of defense of the
FDA; did a drug meet U.S.P. standards I We tested it in the labor&-
tories for dissolution or disintegration times and measured it in
beakers with hydrochloric acid. These methods were found to be en-

1224



SOCIAL SECURITY AMENDMENTS OF 1967

tirely accurate. We now know a great deal more about drug absorp-
tion. We know that before the drug can get into the body the particle
size may alter its availability. The actual form of the drug whether
it is in an acid form or whether or not it has a different radical on it
may be important. The Department of Defense had to learn this the
hard way. It. has had examples of it.

So I am not trying to throw sand in your eyes. I am trying to be
responsive, and at the same time help you to accomplish the objectives.

The CHAIRMAN. Doctor, why can t we just list for generic payment
those drugs about which we have no doubt? Here ar the drugs about
which we don't have any doubt. We know what this will do. For
example, we know what an aspirin tablet will do. We understand what
this will do. We understand what most of these things are

Dr. GODDARD. I am sorry, Senator, we don't. I don t wish to contra-
dict you on this point, but this is a technical field and we don't know.

The CHAIRMAN. You say you don't. How did the Department of
Defense ever find out?

Dr. GODDARD. They actually had to do testing. They are buying the
drug. They require a sample to be submitted in advance of a bid. They
go out and visit the factory. They have had episodes in the Depart-
ment of Defense where the drug has not performed the iob clinically,
and they have had to do clinical testing. Now, sure, with the drugs
marketed since 1962 I have little doubt, because these have had to
demonstrate their effectiveness. We are currently evaluating the drugs
that were marketed between 1938 and 1962, to determine their effec-
tiveness. But there are a host of other products.

The CHAIRMAN. Doctor, let me ask you this: If you don't know the
stuff is any good anyway, why should you pay 10 tines as much for itI

Dr. GODDAR. Sir, I wish I could answer that. I can't argue that
point with you.

The CHAnMAN. Well, as between two things that are both the same,
why would you want to pay 10 times as much for it if you don't know
whether it's any good or not? It seems to me that is part-of what we
are trying to get at here. It may be you don't think some of the stuff
is any good, but I don't see why you would pay a ridiculously high
price for it because you can't assure someone that it is good or that
it isn't.

Dr. GODDARD. I understand.
The CHADMAN. Doctor, thank you very much for your statement.

I appreciate it. I regret that your people have not been able to be
more helpful to us im drafting the bill. May I say that I heard some
of those arguments from some very good doctors on occasion, that
this and that and "Oh, my goodness, you just cannot afford to legislate
in this area that has something to do with the practice of medicine."

I find myself wondering after we spend all this money, and, good-
ness knows, we are spending a lot of it-

Dr. GODDARD. Yes sir.
The CHrAmxMA (continuing). On trying to test whether a drug is

what it is supposed to be or not. Now, who ought to kmow more about
that drug, this Government which has spent a fortune to try to see
what that drug will do and testing it when it comes from various
manufacturers, or a doctor who merely hears a seller's talk-that
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traveling salesman coming there with free samples I Which one should
know more about it?

Dr. GODDARD. Under the conditions you describe, the Government
should. But we haven't done an extensive program of testing.

The CHAIRMAN. Thank you very much.
Dr. GODDARD. Thank you, sir.
The CHAIRMAN. I am going to have to ask for a 10-minute recess.
(A short recess was taken.)
The CHAIRMAN. Mr. Lawrence Speiser, of the Washington office

of the American Civil Liberties Union.
Mr. Speiser, we appreciate your joining with the New York group

to help expedite the hearing.

STATEMENT OF LAWRENCE SPEISER, DIRECTOR, WASHINGTON
OFFICE, AMERICAN CIVIL LIBERTIES UNION

Mr. SPEISER. Mr. Chairman, because of the lateness of the hour, I
would like to ask that my complete statement be submitted in the
record, and I vill summarize points that I would like to make.

The CHAIRMAX. All right.
Mr. SPsFxiz. There are two civil liberties issues that we feel at

present in H.R. 12080. Most of the provisions of the act fall outside
of the purview of the American Civil Liberties Union whose sole pur-
pose is to safeguard the protections guaranteed all Americans by the
Constitution. The two issues that I will address myself to are the
loyalty provisions in four sections of the Social Security Act which
would be continued under this bill, in spite of the request and urging
by the administration that they be deleted; and, secondly, the ques-
tion whether the poor are being deprived of some basic constitutional
rights of equal protection of the law of privacy and the freedom to
travel by the provisions of title II of the public welfare amendments.

The loyalty provisions that exist under the present Social Security
Act are four. The fifth is one that was included in the Medicare Act,
section 103 (b) (1), which denied medicare benefits to individuals who
are members of organizations required to register under the Internal
Security Act of 1950.

This specific provision was declared unconstitutional by a three-
judge court, a statutory three-judge court in California.

To Department of Justice, and the Department of Health, Educa-
tion, and Welfare made a decision not to appeal that decision which
held this provision unconstitutional, and wi ch specifically enjoined
the Secretary of Health, Education, and Welfare from enforcing it.

In a similar case, the case of Weiks v. Gardner, the Solicitor General
of the United States in a memorandum he filed with the Supreme
Court conceded the invalidity, the unconstitutionality of this particu-lar provision."Mow, it would seem that Congress should clean up the law if nothing

else. The Department of Health, Education, and Welfare has fallen
back to recommending this one provision be eliminated. It has been
declared unconstitutional. It would seem to me that Congress should
not defy the Court the Court's determination in this case, and should
eliminate this clearly unconstitutional provision.
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The second provision has not been tested. We feel it is unconstitu-
tional. It is section 104(b) (2) of the Medicare Act, which precludes
individuals whor have been convicted of certain crimes from partici.
pating in the supplementary benefit program.

Third is a provision under the Social Security Act, section 202(u),
which provides that persons who have been convicted of certain of-
fenses may as an additional punishment imposed by a judge be barred
from receiving social security benefits.

The last is a provision which is covered under both the Internal
Revenue Code and the Social Security Act, which bars employees of
organizations that arereq~uired to register under the Internal Security
Act of 1950 from participating in the social security benefit. Its intent,
I think, is clearly a punitive one but the interesting phenomenon is
that it is a group that is given almost a special privilege. There are
some people who do not want. to come under social security and com-
plain about it, and here the employees of such organizations are barred
from coming under it.

We feel that although Government benefits such as social security
and medicare are not constitutionally required, they can be subjected
to reasonable qualifications, but they cannot be withheld merely by
governmental fiat or with the purpose of punishment. The whole con-
cept of social security is to provide care throughout our society. Judg-
ments such as certain individuals are undesirable, this is hardly the
way to win them to democratic institutions. It is hardly the way to
take care of social problems by cutting them off, by letting them starve,
by denying them medical benefits that are available to all others.

Generally these provisions are enforced with some kind of Com-
munist disclaimer, but the decision in the Court barred the loyalty
oath in medicare, and I think it is clear that it would bar other at-
tempts to enforce it in that fashion.

There have been other cases that have arisen throughout the country
involving some of the same kinds of issue in which individuals and
members of organizations have been barred from certain kinds of
Government welfare benefits, particularly in the public housing field.

There was a provision called the Quinn amendment which was
added as a rider on an appropriation bill for public housing back in
the early 1950's which barred any member of organizations that were
on the Attorney General's list from living in public housing. This was
tested all over the country, and in California there were four cases;
New York had one; Illinois had one; Wisconsin had one; and although
the Supreme Court refused to hear any of these cases, all of the lower
court decisions held the provision to be unconstitutional, and eventu-
ally thatparticular provision expired.

One of the courts holding it unconstitutional, I think said it most
eloquently when they said, and this is in the (Jorda case, a Los
Angeles case:

Obviously, the government is under no duty to provide bounties In the form
of low' rent housing accommodations for its citizens. If It elects to do so, how-
ever, It cannot arbitrarily prevent any of Its citizens from enjoying these statu-
torily created privileges. Nor can it make the privilege of their continuance
dependent upon conditions that would deprive any of its citizens of their con-
stitutional rights.

We believe that these provisions that I have mentioned would be
declared to be bills of attainder. They are intended to punish. The
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Supreme Court has held recently that you should not construe the
bill of attainder clause in any narrow technical sense. Three of those
provisions are automatic, in which there is no judicial determination
as to whether the punishment is warranted in a particular case. These
provisions all would violate the kind of law, of ruling, the Supreme
Court has made in many of the loyalty oath cases recently. There is
no attempt to distinguish between the kind of membership, whether
it is an active or a nominal membership. There is no attempt to decide
whether the individual has an illegal intent or what his purpose was
with joining the organizations, to try to change the organization.
There is no attempt to see whether the individual's contact is so tenu-
ous that you really couldn't consider that there is membership in any
meaningful sense.

There is no attempt in any of these provisions to make this kind
of distinction which is the basis for the Supreme Court declaring
similar provisions unconstitutional in State loyalty oath cases.

There is also the question as to whether these provisions are really
enforceable now. Many of them are based on the membership in or-
ganizations required to register under the Internal Security Act. The

supreme Court has held that that registration provision is uncon-
stitutional in infringing on the privilege against self-incrimination.

Health, Education, and Welfare has urged the repeal of all of
these provisions i a letter that Secretar John Gardner and Com-
missioner of Social Security Robert Ball made. The letter was sent
to you, Senator Long, and stated:

We believe that the provision denying noncontributory insurance benefits to
persons who are members of specified organizations is undesirable in principle
and should be repealed. We believe that it is not desirable to have a provision
of law under which a person's membership in some specified organization-
however repugnant that organization might be to Americans generally-will
cause him to be denied the benefits of hospital insurance, perhaps with the result
that he does not get hospital care when he needs it.

The Commissioner of Social Security, Robert Ball, in a letter to
Senator Philip Hart, said:

It is quite anomalous to require Just about every employed person in the
country to contribute toward his own protection under Social Security but to
relieve employees of these organizations from this responsibility-

The ones that are required to register-
since when they are in need they will generally be eligible for public assistance
supported by general taxation.

Secondly, we are urging the elimination of title II, the public wel-
fare amendments. We believe that the freeze of Federal participation
in the aid to families with dependent children program is unconstitu-
tional in denying equal protection of the law. There have been recent
cases holding that residence requirements, for example, in Delaware
and Connecticut are unconstitutional because there is no rational basis
for distinguishing people who need public assistance from those who
live in the State and have established-a certain degree of residence and
those who have come in more recentl.

Similarly, the distinction that is drawn between aid to needy chil-
dren that got on the rolls before a certain date and those after seems to
be equally irrational.

1228



SOCIAL SECURITY AMENDMENTS OF 1987

The Supreme Court has upheld the right to travel and it is clear
that the freeze would inhibit the right to travel as these residence re-
quirements do. The right to travel is a constitutionally protected right.
Individuals should be free to go throughout the country. Indigents are
subject to selective service. They are sent throughout the country.
They equally have a right to participate in whatever benefits exist.

The compulsory work-training program for adults and out-of-
school children over 16 we believe would violate the 13th amendment
provision against involuntary servitude. There are certainly indi-
viduals on welfare who can be encouraged to seek work, but the use of
compulsion, the use of coercion under the threat of cutting off the pay-
ments is the very kind of prohibition that is inimical to a free society.

There have been instances that show how State employable-mother
rules have been used. For example, in a case filed in the Northern Dis-
trict of Georgia last year, challenging the State of Georgia's employ-
able-mother rule, it alleged that in practice the policy has the intended
effect of depriving large numbers of Negro families of AFDC bene-fits and of maintaining an available supply of Negro laborers for agri-
cultural employment m Georgia. County boards in rural areas termni-
nate AFDC eligibility for Negro mothers as of a certain date each
year regardless of whether employment is actually available. White
mothers are usually exempted from the work obligation because farm
labor traditionally is not suitable for them.

The provision for foster homes to increase the -'emoval of children
in AFDC programs and place them in foster homes infringes on the
right of a mother to raise her child. This should be a choice of hers and
it is not a function of the State. When the State starts determining
that children would be better off in foster homes, then it seems to me
we have gone a loflg way toward a totalitarian society. The right of
individuals t4 raise their children, eien under very tough economic
circumstances is still a right of the individual. This is certainly con-
trary to the whole concept of continuing the family unit.

We urge the members of this committee to reject title I of H.R.
12080 and to devise a new program without the degrading limitations
that are placed on staying on AFDC. I will be happy to answer any
questions, Mr. Chairman.

The CuAmAx. Thank you very much.
(The prepared statement of Mr. Speiser follows:)

STATSMKNT Or LAwa ona Snesa, Ducn'os, WASHINOTON OMrica AUZIOA
OIVL Lu UTas Uxiox

I am Lawrence Speiser, an attorney and Director of the Washington office of
the American Civil LIbertieq Union. I am testifying on behalf ofthe AOLU o
H.R. 12080. Although of great value, most aspects of this legislation fall outside
the purview of the American Civil Liberties Union, whose sole purpose is to
safeguard and extend the protections of liberty guaranteed all Americans by our
Constitution.

There are, however, two very large civil liberties Issues presented by H.R.
12080: the loyalty provisions In four sections of the Social Security Act which
would be continued under this bill, and the question whether the poor are being
deprived of the same basic constitutional rights of equal protection of the laws,
and privacy and the freedom to travel and settle throughout the country, that
other Americans possess.
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As to the first, we urge that Section 1101 -of the Administration bill-H.R.
5710-which was deleted by the House Ways and Means Committee in H,R.
12080, be restored' Section 110 provided for the "elimination of provisions deny-
Ing benefits to individuals because of membershipin certain organizations."

As to the second, we urge the Committee to reject Title 1I of H.R. 12080-the
Public Welfare Amendments-and, in the words of Senator Robert Kennedy,
adopt Instead "a constructive set of proposals which the Senate can be proud
to enact."

L Th LOYALTY PROVISIONS

Section 103(b) (1) of the Social Security Act, disqualifying members of certain
organizations from Medicare benefits, was declared unconstitutional by a statu-
tory three-Judge federal court on First Amendment grounds. See Reed v. Ga ner,
O.D. Cal. No. 8-1224 TO Civil. The unconstitUtionality of this section was also
conceded by the Justice Department in the United States Supreme Court by the
then Solicitor General Thurgood Marshall, He ied a suggestion of mootness in
the ease of Wedee v. Gardner, 35 U.S.L.W. 828 (1907), In which he stated:

"Although the Judgment in that case invalidates, on constitutional grounds, an
Act of Congress-'a result which ordinarily would warrant an appeal to this
Court-we have concluded that the decision of this Court in Blfbrandf v. Ru*sell,
384 U.S. 11 (1966), decided almost nine months after the enactment of Section
103(b) (1), forecloses any argument that the challenged provision Is constitu-tionaL"

The Administration recognized that the Issue had been foreclosed by the
Courts when It Included in H.R. 5710-the bill displaced by H.R. 12080-Section
110, repealing this provision and other similar sections denying benefits to indi-
viduals because of organizational membership. It would be an act of pointlesR
defiance for Congress to ignore the Judgment of the Courts and the Executive,
and fail to eliminate these lame-duck provisions.

Section 110 of H.R. 5710 consisted of four subsections, which served to repeal
existing law and a fifth subsection that merely stated when the repealing amend-
ments were to become effective. The substantive changes envisioned by Section
110 are as follows:
Subsecffon A,

Section 108(b) (1) and (2) of the Medicare Act, P.L 89-97, T9 Stat. 286,
denying Medicare benefits to individuals who are members of organizations
required to register under the Internal Security Act of 1950, is repealed.!
Subaeofoli B

Section 104(b) (2) of the Medicare Act, 8upra, precluding persons convicted of
certain crimes from participating In a supplemental benefit program, is repealed.'

A This seion is similar to S. 868 (89th Congress 2nd Session) Introduced by Senator
Savlts and co-sponsored by Senators I lark of Pa. Kennedy of N.Y. and Young of Ohic!
and H.R. 41 of the 90th Congress, Introduced by congressman Ryan of N.Y.

' Section 10(b) applicable only to those who are over 685 and are not covered by so(ll
security or raiirooh retirement, states that :

"(b) The provisions of subsection (a) shall not apply to any Individual who-
"(1) pis, at the beginning of the frat month in which he meets the requirements of

subsectin (a) a member of-any or animation referred to In section 10(2) (17) [re-
printed In footnote 51 of the So.al Securlty Act.

"1(2) has, prior to th'e betlnnIn of such first month, been convicted of any offense
llsted Ina section 202(n repaintedd In footnote 4), or".'This section applicable to alIl Medicare participants whether or not covered previously

by Msocaecurity or railroad retirement, at fe as follows:"(2 An Individual who has ben convicted of -any. offense un (A) chapter 87Sre
latng to espioulage and censors.ip, chapter 105 (relating to sabtage) or chapter Y11
relatng to treason, sedlition, and subversive activities) of title 18 of the United States
COde1, or (B) section 4, 112, or 118 of the Internal Security Act of 1950, as amended, may
not enroll under part B of title XVIII of the Social Security Act"
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8uSOt4OK 0,
Section 202(u) of the Social Security Act, 42 USe 1402(u) providing that a

person convicted of certain offenses may be denied social security benefits If the
court as an individual penalty so provides, Is repealed.'

Subeeot,(m D
Sections 210(a) (17) of the Social Security Act, 48 U.S.C. 1410(a) (17), and

$121(b) (17) of the Internal Revenue Code of 1954, 26 U.S.O. 18121(b) (17), bar-
ring employees or organizations required to register under the Internal Securty
Act of 1950 from participation In the social security program, are repealed.

The above sections in addition to being unwise, are unconstitutional under
the First and Fifth Amendments and the Bill of Attainder provisions of Article
I, Section 9.

A. THU LOYALTY PROVISIONS AR VNOONSTITUTZONAL IN IN SINGING -ON LUZ
AND PRORTY WITHOUT DUn PROCESS OF LAW

Although governmental benefits such as Social Security and Medicare are not
constitutionally required and can be subjected to reasonable requirements, bene-
fits cannot be withheld by mere governmental flat. The'withholding of benefits
available to all citizens from some citizens based on political, associational or
religious considerations, can be an Infringement on the liberty of those so de-
prived. jpeber v. Randall, 352 U.S. 581 (1958) and Sherbert v. Verner, 374 U.S.
398 (1963). A legitimate governmental objective muft be present before the
liberty of a citizen can be thus restricted. Boling v. Sharpe 841 U.S. 497.

Communist disclaimers have been Incorporated time and again in all manner
of programs as a condition for the granting of privileges, awards and employment,
yet to this day there remains no evidence that they have safeguarded the nation
from subversion.

The due process clause was held to be violated In the case of Aptheker v. Bso-
retarV of Btato, 878 U.S. 0, involving the denial of a passport to a member
of the Communist Party. Section 6 of the Internal Security Act of 1960 (64 Stat.
99350 U.S.O. 785) precluded a member of a "Communist-action," "Communist-
front" or "Communist-infiltrated" organization from obtaining a passport.

The Court said that: I - - - t

"Section 6, however, %stablishe3 an Irrefutable -presumption that individuals
who are members of the specified organizations will, If, ven passports, engag
in activities inimical to the security of the United States.",

'Section 202(u) provides that :
"(u) Co nvletion Of subversive activities, etc.
"(1) If a ny individual Is convicted of any offense (committed after August 1, 1956)

under--
.'"(A)- chater 87 (relating to espionage and censorship), chapter 05 (relating

to sabotage), or chapter 115 (relating to treason, sedition, and subversive actlvities)
of T tle 18, or ... . .. ..

"(B) secton 788,. 822, or 828 9f Title 60, then the court .may,.n addition to all
other penaltes provided by law, impose a penalty that In'deteritning whether any
monthly insurance benefit under th s section or scton 4a ofttitle Is paable
to such individual for the month-In which he is convicted or for any month tere-
after-and In determining the amount of any such benefit payable to such Icvidua
for any such month, there shall not be taken into account-

"(Q) any wages pald to such Individual or to any, other Individual in the calendar
quarter In which such conviction occurs or in any prior calendar Quarter, and

(13 any net earnings from self employment deriyed by sue fndividWu or by
any other .ndivldual during a taxable Year in which such conviction occurs or daurg
any prior taxable year. .. . - -

"(2) As soon as practicable after an ad4itionA penalty. has pursuant to paragraph
(1) of this sub-section, been Imposed with respect to any indvidUA, the Att6orne Gen-
oral ha inotify the ~CetAry of suchb Imposition. ~ i sbe moe

"(5) If any indivldul with respectto whom. an additional eatu bnImod
A() of this subsection is granted a pardon of the offense by the

President of tente StateL sue additional penal shall not apply for any month
ren~t e daft ota whlh sucb paon tf ated.

1r, or ( (17) an Sll(b)( ) iNdestieal and provide as fouws
isterm wages and employment do not n=luet hi...I . ........
of"(17) .6e isI the employ of ai 0rh te _ (A) I MWduWin a~gwihs aIsatiou nsla ia OnkI
ON uu onT= ebrf
nt ore~ r bt veAdes' o nw e

a terw un 80 ot O5ssaw
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Although denial of a passport might conceivably bear some tenuous relation.
ship to national security, not even such a relationRhip can be discovered here
that would in any way warrant dental of Social Security or Medicare benefits.

The Court in Aptheker made extended inquiries Into the purpose of the Act.
Several defects were uncovered, all of which are here present. Both knowing
and unknowing membership In the proscribed organizations comes within the
purview of the statute. No reference is made in the statute to the degree of ac-
tivity in the organization or commitment to Its purposes. The statute is ap-
plied regardless of the purpose of travel or the place of travel. The objective of
the Act could have been achieved through less drastic means.'

In previous cases where attempts have been made to bar members of pro-
scribed organizations from the benefits of social legislation, constitutional In-
firmities have been found. In HousIng Authority v. Oordoma, 130 Cal. App. 2d
883, 279 P. 2d 215, cert. den. 350 U.S. 069, the court held, among other things,
that it wait arbitrary to deprive one of governmental benefits solely on the basis
of membership in proscribed organizations, i.e. organizations on the Attorney
General's list. The court quoted from a previous Now York case, Peters v. Now
York Howelu Authority, 128 N.Y.S. 2d 224, 234 to the effect that:

"Obviously the government Is under no duty to provide bountlet. in the forin of
low rent housing accommodations for its citizens. It it elects to do so, however,
It cannot arbitrarily prevent any of Its citizens from enjoying these statutorily
created prlvlliges. Nor can It make the privilege of their continuance dependeart
upon conditions that would deprive any of Its citizens of their constitutional
rights. A government is without power to impose an uconstitutioual require.
went as a condition for granting a privilege, even though the privilege way have
been the use of government property." a

B. GVERAL PROVISIONS ADOVE CONSTITUTg DUIL Of ATTAINDER CONTARY TO
ARTICLE I SECTION 9 01r THE CONSTITUTION

In determining whether a bill of attainder is present courts are guided by this
statement from U.S. v. LovO$, 828 U.8. 303 (1040) : "legislative acts, no matter
what their form, that apply either to named individuals or to easily ascertain-
able members of a group in such a way an to inflict punishment o. thi *%ih.ut
a Judicial trial are bills of attainder prohibited by the Constitution." 1

All of the above provisions except 42 U.S.C. 5402(u) provide for such punlh-
went. These provisions are very similar to Section 504 of the Labor-Maagenei.i,
Reporting and Disclosure Act of 19 (78 Stat. 530, 29 U.S.C. 1504), held invalid
as a bill of attainder In United States v. Brown, 381 U.S. 437, in which members
of the Communist Party were barred from holding union office.

As the Court Itself in Brown stated:
'(The] bill of attainder clause was Intended not as a narrow, technical (and

therefore soon to be outmoded) prohibition, but rather as an Implementation of
the separation of powers, a general safeguard against legislative exorcise of
Judicial function, or more simply trial by legislature." t

Under three of the provisions in the Social Security Act, the Imposition of
punishment is automatic, without any Judicial Intervention as to whether sueh
punishment is warranted In the particular case. The denial of medical or social
security benefits Is a suflicient deprivation to constitute punishment, necessary
for a finding of violation of the bill of attainder provision.

In no sense can a mere regulation, preventive rather than rotributive, be said
to be present here." The history of these provisions reveals punitive desires were
the sole motivation for their enactment.

0. SEERAL 0F TIKE ABOVE REOTISONS VIOLATE TIED IREED0OF 01 PEEC AND
A660CIATION PSOV1ONS or Tax PSft AMWDMIMT

In several recent Cases, the Supreme Court has Invalidated loyalty oaths
required of teachers on grounds of penaliing mere knowing membership in the

•llS, at 514. 8*
don 880 (.8. 8 ( ) ; Ofouo HoWW Aothwity v. fstok-

A n - Constitutes a Bill of Attandar, 90 . ed 1"i.
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Co mmunist Party without a specific showing of Intent to support the unlawft
ends of the Communist Party.u

As the Court itself said in BlibranJ4 v. Russell, 884 U.S. 11 at 19:
"A law which applies to membership without the specific intent to further

the illegal alms of the organization infringes unnecessarily on protected free-
domis. It rests on the doctrine of 'guilt by association' which has no place here."

As we said earlier, no decision was rendered by the Supreme Court on the
loyalty provisions in the Social Security Act, as the first case before the Court,
lI'cfes v. (ardner, 85 U.S. L.W. 8281 (1967), was dismissed upon a suggestion
of mootness filed by then Solicitor General Thurgood Marshall In January of
this year. The Solicitor General said:

"Although the judgment-in that case Invalidates, on constitutional grounds,
an Act of Oongress--a result which ordinarily would warrant an appeal to this
Court-we have concluded that the decision of this Court In lfhbrand# v.
Ruiscll, 881 U.S. 11, decided almnoit nine months ifter the enactment of Section
103(b) (1), forecloses any argument that the challenged provision is const-
tutional. This Court held in RlI/brasdt that the State of Arizona could not
constitutionally bar from public school employment any person who refused to
swear that he would not knowingly become or remain a member of an organi-
zation one of whose purposes was the violent overthrow of the government so
long as the State onth wa.i not construed a, requiring specific Intent to further
the organization's unlawful purposes and active membership in such organl-
zation. We recognize that the public policy in disqualifying all members ot
Communist organizations (whether or not they are active and adhere to the
organizations' unlawful purposes) from receipt of medicare benefits must be
deemed less substantial than was Arizona's interest in disqualifying such mem-
bers from employment In t0 public schools. Consequently, we fel that whateverlitigable doubts may have existed regarding the constitutionality of Section
103(b) (1) at the time of Its enactment have been resolved against Its validity
by this Court's subsequent decision in Bflbrandt.""

In addition to the conflict with freedom of association upon which BIbrandt
was based, these provisions also conflict with the First Amendment's freedom of
expression. These objections were well stated In a report by a New York State
Bar Association committee in urging repeal of 1 108(b) (1) and 1104(b) (2):

"Faced with loss in his old age of essential medical care who can say how
many people may choose to 'play it safe' rather than join a political group of a
controversial nature? Such a result would only lead to dampening of freedom
of thought and association, both so essential to a democratic society.",ou

Further, the Supreme Court Itself recognized Inhibitory-effect provisions like
the ones being considered here have on the exercise of First Amendment free-
(lome In the case of Sherbert v. Verner, 874 U.S. 898, a came involving the denial
of unemployment benefits to a Seventh-Day Adventist fired because of a refusal
to work on Saturdays:
".. conditionss upon public benefits cannot be sustained if they so operate,

whatever their purpose, so as to Inhibit or deter the exercise of First Amend-
ment freedoms. We there (Speiser v. R4*dail, 357 U.S, 518] struck down acon.
dition which limited the availability of a tax exemption to those members of theexempted class who affirmed their loyalty to the state government granting the
exemption. While the State was surely under no obligation to afford such an
exemption, we held that the Imposition of such a condition upon even a ga-
tuitous benefit inevitably deterred or discouraged the exercise of First Amend-
ment rights of expression and thereby threatened to 'produce a result which
the State could not command directly.' 857 U.S. at o2. 'To deny an exemption
to claimants who engage In certain forms of speech is in effect to penalie them
for such speech.' t'

U CI.Benlib ffs .oath _, , 84 gU.S. W W.t, 871 U.S. 8W (194)
,~ter opi suggestion eg In 86 U.S.L.W. 82810(O_,= oiitr Oenas oo!, Ip tto-

"Rocw orls oat r 1mocsation, ove of the Commi te on ' Le toa
"Ofuoshe Mrdnan on- omaro efast' f n dIl, u oa1t,

AN1o Inu iQI Poa" =-T en" -rh
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D. TMH PROVISION ARE UIENFORoEABLF,, UNNECEWSARY AND UNWARBANTED

The legal validity of many of the provisions of the Internal Security Act itself
are in doubt. Under recent decisions of the Supreme Court and lower federal
courts, no organizations are presently required to register, so that the pro.
visions here considered are in actuality unenforceableO

Sections 108(b) (1) and (2) were Inserted into Medicare draft legislation
only because HEW believed Congress wanted such provisions. Wilbur Cohen,
the Assistant Secretary of HEW, said:

1In view of this expression of current legislative policy with respect to non-
contributory benefits, we have supposed that Congress would be unwilling to
extend the noncontributory benefits of section 103 of S. 880 to members of the
organizations in question. This Is the sole reason that the exclusion was made
in the draft which we submitted to the Pponsors of S. 880." 1 (Emphasis added.)

There was no apparent Justification for such a belief, and particularly in
view of congressional repeal of the Communist disclaimer affidavit In the Na.
tional Defense Education Act and the Office of Economic Opportunity Act, a
contrary belief i more likely to be presently warranted.

H.E.W. Itself favors repeal of these provisions as testified by these state-
ments of ELK.W. Secretary John W. Gardner and Commissioner of Social
Security Robert M. Ball:

"We believe that the provision denying non-contributory insurance benefits
to persons who are members of specified organizations (section 103(b) (1) of
the amendments) is undesirable in principle and should be repealed. We believe
that it is not desirable to have a provision of law under which a person's mem-
bership n some specified organization-however repugnant that organization
might be to Americans generally-will cause him to be denied the benefits of
hospital insurance, erhaps with the result that he does not get hospital care
when he needs It.""It is quite anomalous to require Just about every employed person In the
country to contribute toward his own protection under social security but to
relieve employees of these organizations from this responsibility since whea
they are In need they will generally be eligible for public assistance supported
by general taxation."

Although we are quite sure that if this committee falls to repeal these pro-
visions, they will eventually be declared by the courts to be unconstitutional,
we believe that It is the function of the legislature to avoid, in the firct instance,
passage of legislation of doubtful constitutionality. In a situation like tblu, when
the legislation Is already on the books, the remedy Is repeal. As stated by a
California Assembly Committee:

"Our Constitutions, State and Federal, prescribe the minimal requirements
of the mantle of civil liberty; It is the legislature which cuts the cloth; the courts
are limited to a search for basic flaws in legislative workmanship. The courts
may not question the wisdom of legislative action, but only the power of the
legislature to act in a given situation. For the great protection of civil liberties
as well as for the maintenance of our traditional separation of powers, the legis-
lature mwt n t abdioate to the courts Its duty to 'secure the Blessings of Liberty
to ourselves and our Posterity.' ""I [Emphasis supplied.]

We hope that such abdication will not occur in this situation. In conclusion,
because of the defects in the existing law, the Senate Finance Committee should
remedy the omission of the House Ways and Means Committee by Inserting a
counterpart provision to Section 110 of the Admlnlst~ation's bill (H.R. 5710)
when it marks up the House-passed bill (H.R. 12080).

. TIME PULIo WELFARE AZNDMZNTS

The President's Advisory Council on Public Welfare recommended last year
"a nation-wide comprehensive program on public assistance based upon a single
criterion: need."

16A ibertemoned Prodto v 8.O.B. 8 U.S. 70 (1985) and Oommuniet Pary Y.
Unitd 8tae (D.C CN. %o f8808 and 19,881, eoded Mare , 90).

ILetter of Wilbur vohma tO( ongrusan Robert Kastenmeler. April 8, 19068.
U Letter of John W, Gardner to Senator Russell Long, June No 1960. reprinted In 112

CO0g. Be, 16S0 (dailed. AUI. 1960).
wLetter of Robtert i. Ball To senator Philip Hart, February 9, 1906, reprinted in 112

Vong o. 776 (daly d April 18, 1906).
0v rrnia Aimmly nterim Commi ee ts Vol t0 NO 7 March 1059, Report of

the Bubeommittee on Vonosttutional Rights of the Commdtiee on udidary Pertaining to
Loyouty Oaths, p. 1.
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The House passed bill departed from this criterion by imposing new restric-
tions on recipients of public assistance--restrictions which we believe rises to
constitutional dimensions in depriving many of the poor of their rights under the
United States Constitution. Some of the most flagrant examples are:

A. THE "ru W' 0o FEDERAL PATIoIPATzOx IN THE AmD TO FAMIII WITH DEPENDEIT
oILDEEN PROGRAM (AMe)

In the words of the Committee report (H. Rept. 2544), the bill would "Impose
a limit on Federal financial participation designed to freeze the present situation
with respect to that category wMob, is grow og most rapidIv. Specifically, the bill
would not allow Federal participation in the future for a higher proportion of
children than Is now on the rolls."

If a greater public awareness of the program or economic depression, or an
increased migration from other states presents a state with a higher proportion
of eligibles for AFDO, it is faced with the choice of tightening its eligibility stand-
ards or arbitrarily denying aid to those who apply after the cut-off figure has
been reached, regardless of their condition. Pressure of course- is then placed
on the states to trim existing rolls to the bone and to allot additional 'vacancies"
stingily. The arbitrary denial of assistance to persons as fully qualified as other
persons receiving assistance constitutes a denial of the equal protection of the
laws as guaranteed against federal action by the Fifth Amendments due process
clause and against state action by the Fourteenth Amendment.

A three-Judge federal court in a decision rendered June 28, 1907 declared the
Delaware residence requirement for receiving public welfare unconstitutional
under the equal protection clause." The Court found that the Delaware law's
principal purpose, protection of the public purse, was not a "permissible basis for
differentiating between persons who otherwise possess the same status in their
relationship to the state of Delaware." We submit that the same legal reasoning
applies with equal force to this "Freeze".

In addition, if this denial is directed against an In-migrant who has left a
state in search of better life, including even a more liberal and humane welfare
program, there arises the question of his freedom to travel and settle in the
various states. This taken-for-granted right was recognized by the U. S. Supreme
Court in Edwards v. (0alfforna, 314 U.S. 160 (1941). The Court reversed the
conviction of a California man for having assisted In bringing Into the state
an indigent non-resident. The Statute under which he was convicted was declared
unconstitutional under the Commerce Clause.

In a concurring opinion, however, Mr. Justice Douglas said "the right to move
freely from State to State Is an Incident of national citizenship protected by the
'privileges and Immunities' clause of the Fourteenth Amendment against state
Interference." supra,178.

In another concurring opinion, Mr. Justice Black Joined by Mr. Justice Jackson
expanded further:

'"The right of the citizen to migrate from state to state which, I agree with
Mr. justice Douglas, is shown by our precedents to be one of national citizen-
ship, Is not, however; an unlimited on.... R I

"It Is here that we meet the real crux of this case. Does 'indigence' as defined
by the application of the California statute constitute a basis for restricting the
freedom of a citizen, as crime or contagion warrents its restriction? We should
say now, and In no uncertain terms, that a man's mere property status, without
more, catimot be used by a-state to test, qualify, or limit his rights as a citizen
of the United States. 'Indigence' in Itself is neither a source of rights nor a basis
for denying them. The mere state of being without funds is a neutral fact-con-
stitutionally an Irrelevane like race, creed or color. , -. ." ,

"Any measure which would divide our citizenry on the bssCof property into
one' class free. to "move" frri statA'td 'state and another- class that io poverty-
bonnad to the place whe re 'It *his s~ufte~'ehisfortune Io not only'at war with the
habit and custor by whh out Iountry has *expanded, but tI ao a sho r ted
blow At the security of property Itself. ProprtAY can have ho more dangerous.
even If unwitting, enemy than one who would make its possession a pretext for
uneuql or exclusive civil rights.. .

Oree v. Department of PubSN Welfare, Ciy. No. 8849 (D. Del.. June 28. 1t).
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"af I doubted whether his federal citizenshlp alone were enough to open the
gates of Oalifornla to Duncan, my doubt would disappear on consideration of
the obligations of such eitizenshp. ... A contention that a citizen's duty to
render military service is suspended by 'indigence' would meet with little favor,
Rich or penniless, Duncan's citizenship under the Constitution pledges his
strength to the defense of California as a part of the United States, and his
right to migrate to any part of the land he must defend is something she must
respect under the same Instrument. Unless this Court is willing to say that
citizenship of the United States means at least this much to the citizen, then
our heritage of constitutional privileges and immunities is only a promise to
the ear to be broken to the hope, a teasing illusion like a munificent bequest in
a pauper's will." supra at pp. 184-186.

A Connecticut residency requirement was stuck down by a three-Judge federal
court, the court relying on, in addition to the equal protection clause, the right
of interstate traveL The court cited Edwards, supra, then said that United
State# v. Guest, 883 U.S. 745 (1960), a case which Hsted the right to travel from
one state to another among the federal rights protected against criminal con-
spiracy, went beyond ldwards in holding that the Constitution not only militates
against absolute proscriptions on interstate travel, but that it also forbids
state action which does no more than discourage such travel.

The court in the Connecticut case concluded that to deny plaintiff "even a
gratuitous benefit because of her exercise of her constitutional rights effectively
Impedes the exercise of that right."

The court in Bdwords rejected the economic arguments that seek to Justify
travel restrictions, such as residence tests and which could be similarly made
in seeking to uphold this freeze on the APDO program. Of course, states with
such liberal programs may be, and have been, subjected to heavy and financially.
burdensome In-migrations. We submit that the proper response to this is that,
as put by Professor Bernard Evans Harvith, "Hopefully, the federal union ration.
ale which has been accepted by the Supreme Court will also find favor with
Congress, and fair provision will be made to alleviate unusual burdens borne by
those states which attract large numbers of new residents." s

B. 0OMPULSORT WORX-TRAININo PROGRAMS FOR ArDO ADULTS AND OUT-OF-SOHOOL
CHILDREN OVER 16

Section 204 of H.R. 12080 requires the states to set up work-training programs
for the "appropriate" adults and children over 16 who are not In school. In the
words of the Committee report, "If, without good cause, any appropriate child
or relative refuses to accept a work or training assignment, or refuses to accept
employment or training offered through the state employment service (or that
is otherwise offered by an employer) he will have his assistance discontinued
upon verification that of this refusal and specific evidence that the offer of
training or employment Is a bona fide one."

We feel, fundamentally, that the very power to arbitrarily compel a person
to accept employment, is inimical to a free society and in conflict with the
Thirteenth Amendment prohibition against involuntary servitude and a denial
of the equal protection of the laws.

Mothers, in a program so heavily involved with fatherless homes, are heavily
affected by Section 204. We Insist it is a denial of equal protection and due
process either to withhold aid from a needy family where the mother refuses
to leave her young children to work or to compel her to work In order to receive
aid. The condition of poverty is not a reasonable basis to deprive a mother of
the right to remain with her children if she feels they need her and we must ree-

ognize that the right of a mother to rear her children i, a right.
Nor can we appropriately empower the state to make the decision whether

a particular mother's determination not to leave her children Is "good cause"
for refusing employment. Section 204 lends itself to the Same Implementation as
state "employable mother" rules such as the .Georgia act now being challenged

on equal protection and due process grounds In And eron v. Schefer, Civil No.
10448, N.D. Go., Sept. 20,1006.

The complaint alleged that "in practice, the policy has the Intended effect of
depriving large numbers of Negro families of AFDO benefits and of maintaining

isT oMP"* V. 0 Hqro, CIT. No. 1181 lD. Cgnn., Jane to..108).
isTho Less Of *. Foor, chandler Publiuhing CompanY. P. 61? (166)
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an available supply of Negro laborers for agricultural employment in Georgia.
County boards In rural areas terminate AFDO eligibility for Negro mothers as
of a certain date each year regardless of whether employment is actually avail.
able. White mothers are usually exempted from the work obligation because
farm labor traditionally Is not 'suitable' for them.""

The hearing of the Mississippi Advisory Committee to the U.S. Commission
on Civil Rights held early this year in Jackson further illustrated the dangers
of this section. The hearings delved into the operation of Mississippi's public
assistance, food stamp, commodity distribution and work experience programs.
In general, the hearings supported the conclusion that the administration of
such programs were discriminatory and arbitrary.

As far as the Work Experience Program under Title V of the 0conomie Op-
portunity Act, a parallel program to the one put forth under Section 204, the
hearings showed that "It failed to provide on the job training and experience
to tho poor. Instead of increasing jobs for poor people, Work Vxperlene was
used to provide employment to workers from the Department of Public Welfare
and to subsidize public agencies by offering a supply of free labor. The few
private employers who participated used the program to increase Janitorial and
maid service, including work done in their own homes, without incurring any
expense. Complaints were voiced by many Negroes that they were not receiving
training In the jobs which they sought, such as nurses aides or dieticians, but
were placed in menial positions. Moreover, when the program ended, most
trainees were not employed, and those who were suffered a large wage
decrease."" 0. rosn flOurs

Several provisions offer encouragement to states through financial incentives,
to increase the frequency of removing children in the AFDC program from their
homes and placing them in foster homes. The House Committee states in its
report, p. 100, "Your Committee believes that some children now receiving
AFDO would be better off in foster homes or institutions than they are in
their own homes." It also observes that "there is some evidence that courts may
be reluctant to place a child In foster care because Federal funds are not avail.
able." The Committee then makes available federal funds oki a more liberal basis
for state foster care programs.

As a matter of policy,- we can only repeat what Senator Robert Kennedy
pointed out to this Committee In his testimony, that study has shown that the
worst thing that could happen, to a child Is to consign him to an institution.

As a matter of law, we believe again that the condition of being poor i used
to discriminate in the application of child custody laws, with mothers on the
AFDC program being singled out for punitive treatment. This denies them
equal protection of the laws.

We urge members of this Committee to reject Title I of R.R. 120 with Its
trying and degrading conditions and to adopt Instead a comprehensive program
ever-mindful of the overriding criterion: need, and without the imposition of
unconstitutional conditions.

STATEMENT OF L LEON' GOO)XAN, EDmEOTR
~'ED&&TON OF AMEEIAN HOSPITALUA IN0.

Mr. GooDMAN. My name is 1. Leon Goodman. I am executive direc-
tor of the Federation of American Hospitals, Inc., the executive ofIes
of which are located at 1450 Broadway, NewYork City.

i4 e at the o ~p,0unitytoappear before you today to express

Th .fderation has sived the proprietary hopitA of the Nation
for 6 little over 1 year. Members now number 160 hospital in:i9 States

These hospitals importantly contribute to the health of the Ameri-
can peop!. La. t yeAr, federtion hospitals treated app rximately

Bunedub,



SOCIAL SECURITY AM EDMIENTS OP 1907

50,000 patients. The 14,179 beds of the federation member hospitals
have a capacity of 5,176,835 patient-days per year.

Many of tlie Nation a proprietary hospitals have long histories-
and great traditions of excellence. More typically, however, propri.
etary hospitals are young-founded by physicians or civic leaders to
meet the health needs of the new communities that grew up during the
postwar period.

In Wasau and Suffolk Counties in New York State, for instance,
proprietary hospitals have been created to fill the vacuum in health
care that arose with the huge population growth of these suburban
areas.

Today, nearly five out of ever 10 Nassau and Suffolk hospitals are
proprietary institutions. In the New York City metropolitan area, as
a whole, proprietary hospitals comprise one-quarter of all hospital
facilties. Large concentrations of proprietary hospitals are also found
in. such fast-growing areas as Cafifornia, Texas, and Tennessee. Na-
tional~l, approximately one out of every 10 hospitals is a proprietary
institution.

Proprietary hospitals are highly significant to the economies of
their communities. L.st year, federation hospitals employed 18,451

rsonand maintained payrolls of $68,898,869. Local taxes came to
,962,Y83.MNoneys paid into the economies of the local communities

served totaled $141$98,618..
The proposed implementation of Public. Law 89-97 last year made

clear to the proprietary hospitals that the needs of the free enterprise
sector of the -hospital industry had not been effectively presented to

congress or the --dmI istration. The. parents formulas promulgated
for titles 18 medicare ) and 19 medicaid ) would have actually preju-
diced the continued existence of the proprietary hospitals.

The fir t mnost urgent, order of business was for proprietary hos-
pitals to make it understood that they could not long work with the
proposed payments formulas--and stay out of bankruptcy. And it
was for that reason that a few proprietary hospitals took the initiative
of forming the Federation of American Hospitals, In.

Our problems are today better understood on Capitol Hill and
within the Department of Health Education and Welfare. Although
further improvements must be achieved, the tirst, grossly unfair pay-
ments forniulashave now been modified.

But the fact that many public officials remain unaware of the actual
financial needs of hospitals still underlies federation's difficulties. It
is in this regard that I shall today discuss H.R. 12080.

WHAT AU0 PROPRIETARY HOWPTALS?

First, we must understand what pro *tary hospitals really are.
Proprietary hospitals are developed by the investment of private capi.
tal. Su bstanial investment is required. The capital invested generates
borrow i pmower for long-term debt for either building or acquiring
these institutions.

Proprietry hospitals must repay their obligations. They are in
business and ar subject to the rigors of the capital market. They must
be self-supporting. They are taxpaying and support the communities

1238
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that they serve, and in no way are they a burden to the communities.
They contribute substantially to the labor market of the communities
they. serve, and bolster the economy by their purchases in the com-
munity. ,

PROPRETABY HOSPITALS A~ND TE WMIOAR Ay

Frankly, gentlemen, we in the proprietary hospital field are at a
loss to understand what actually transpired when Congress adopted
the Medicare Act. Under the act, specifically section 1814(b), the
amount to be paid to providers of service was designated to be "the
reasonable cost" of the serves provided to beneficiaries .

The first regulations published by the Social Security Administra-
tion took the. position that "reasonable cost" did not contemplate the
inclusion in payments of any amounts to providers of services which
were under proprietary ownership above bare cost.

Although briefs were filed with the Social Security Administra-
tion, they consistently maintained that any allowance based on in-
vested capital would be deemed profit and thus not an element of cost,
and they persisted in this interpretation of the law until section
1861(v) 1 of the Social Security Act was amended by the Miller
amendment which added the following new sentences:

Such regulations In the case of extended care services furnished by proprietary
facilities shall include provision for specific recognition of a reasonable return
on equity capita), Including necessary working capital, invested in the facility
and used in the furnishing of such services in lieu of other allowances to the
extent that they reflect similar items. The rate of return recognized pursuant to
the preceding sentence for detcrnifnlng the reasonable ooet of any services furn-
Ished in any fiscal period shall not exceed one and one-half times the average of
the rates of Interest, for each of the monthq any part of which Is included in
such fiscal period, on obligations Issued for purchase by the Federal Hospital
Insurance Trust Fund. (Emphasis supplied.]

Although the above amendment, known as the Miller amendment,
referred specifically to extended-care proprietary facilities, the con-
ference report of he Senate and House contained the following state-
ment:

The conferees expect that the Secretary of Health, Education, and Welfare
will apply similar or comparable principles in determining reasonable costs for
reimbursement of proprietary hospitals for services furnished by them.

Social Security Administration has computed the return to be al.
lowed on equity capital at approximately-7 percent for the initial
period.

The unfair discrimination against proprietary hospitalsby the re-
duction of the 2 percent in lieu of specii allowances for other costs
to1A percent:

However, the 2 percent of operating costs which was to be allowed
before the amendment, in lieu of specify allowaboes, for other ooste,
has been reduced for proprietary hospitals to 1 percent of the op-
erating costs.

This reduction was promulgated, despite the testimony before your
committee by Commissioner 1all, that no per ion of the percent
was in payment- of any profit but rather was given as "a- recognition
in a broad and general way, that the speifc elements of the formula
did not openly recognize some of these elements of true cost that per-
haps should have been in the formula so that wefelt and the council

W2-81 O.-47--Dit &--$a
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felt that this 2 percent is not a bonus, not a profit, is not over and
beyond the cost, but It is an essential part of the basic oost-recogniz.
ing the deficienie elsewhere." (Mr. Ball, Ipe 107-108 hea beforeCommittee on Finance 89th Cong., second s ss. May 5, 196.)

Despite the above quoted testimony, the administration arbitrarily
reduced the 2 percent for proprietary hospitals to 1% percent of the
operating costs

The effect of the Miller amendment has been to clarify that "reason-
able cost" in the case of proprietary hospitals includes an amount
equivalent to interest foregone on invested capital. There has been no
change, however, in the basic philosophy that no profit is to be allowed
for providers of services which are under proprietary auspice&

THZ APPRoprAoN OF PROPWINTARY HOSPITALS' PROIT WITHOUT
YUST OOMPENSATIOw

It is the contention of the proprietary hospitals that the Federal
Government is appropriating the profits of proprietary hospitals to
the extent that such hospitals serve the beneficiaries under the health
insurance program for the aged, without just compensation therefor.

It is particularly difficult for us to understand the rationale behind
this action. In all Government contracts there is a cost-plus factor.
This factor is not computed on the equity capital, but rather on the
cost of producing the product, and the skill and know-how of the con-
tractor.

Furthermore, the quality of the product produced by the hospital;
namely services, 1s not proportionate to the equity capital invested in
hospitals, but rather to the experience and reputation of the hospitals
i 1 services to the co mmunitiy built up over a period of years.

We feel, therefore, that it is only just and proper that owners of
proprietary hospital facilities be compensated or services purchased
by the Government in amounts which are given due recognition to their
contribution to their business, besides te amount of equity capital

Aroprietary h itals are not public utilities They do not have a
vested monopoly. The proprietary hospital business, and it is a busi-
ness, involv& rk capital, and by reason thereof 'its return above
operating costs should not 'be inted to return on capital invested in
an amount which is available without any risk with high grade bonds

Where else can proprietary hospitals receive the funds necessary to
continuously improve their facilities and services?

TEN FREE E SZ SYSTEM AND PROPRIMTARY HOSPITALS

Our Government hoo been based on the froe enterprise pro t system.
. believe what our Vice Premident, Hubert H. Humphrey, s idi m a

letter to U.S. News & World Report, which was published in its Issue
of October 25, 190, best exemplifies the feelings of most of the people
in Government today: .I I

I have always been an advocate of the competitive enterprise fytem. I come
from a business amiv. I do have Investments in b I Mefamft bas Indvs-
wents In business. e off the profit system ... I ve In our private
enterprise systm I bev In epdigand growing economy, and,1 I eve
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that it Is to the good of that economy to have it Identified not only with economic
growth and profits, but also with an interest In the welfare of people--yes, the
education, the health, the working conditions, and the happiness of the people.

This is the American way. It Is the difference between our capitalism and
that of some of the other areas of the world.

If we examine the reason why proprietary hosTpitals came into being,
we will note that private capital ino he form of investment by the doc-
tors and civic leaders who were left without facilities to treat their
patients because of the refusal of their community to shoulder their
responsibilities and supply these needed medical facilities, was the
impetus for their construction. Thus, in those areas of the United
States where there were tremendous population explosions and the com-
munities could not afford, or did not wish to provide these needed medi-
cal facilities, they sprang into being. As I said before, in New York,
in Nassau County, 560 percent of the beds are in proprietary hospitals.
In California, Texas, and Tennessee, and In many other States, there
would be complete chaos without the proprietary hospital beds.

Furthermore, proprietary hospitals are subject to all taxes to the
same extent as other business. They pay Federal, State, and local in-
come taxes, real estate taxes, as well as taxes such as franchise tax, etc.

THE SLOW DEATH OF PROPRIETARY HOSPITALS DUE TO THE METHOD
OF REIMBURSEMENT

Another unique anomaly of the medicare reimbursement formula
with respect to the return on vested capital, is that the dollar amount
of such return will decrease in each and ex ery year in the future unless
additional capital is required and contributed by the owners. This is
so because the depreciation taken for tax purposes, reduces the amount
of the equity in the hospital's slant and equipment. This result is con-
trary to the objectives of private business in general, for increased
profits year after year to attract capital and to plow back into the
business part of the profits to create more and better products and im-
prove efficiency.

The same is true of the hospital business. Without surplus.earnings
above cost hospitals cannot pay off their mortgages and other indebted-
ness and the opportunity does not exist to improve facilities and serv-
ice and to keep abreast of the dynamic and expensive developments
in the health field."

THE UNFAIRNESS IN RzIMBURsEMNT To LZASE AIT

The Medicare formula is even more unfair to proprietary hospitals
which do not own but rather lease the hospital plant. They receive no
return above operating costs because they are deemed to have no invest-
ment. No matter that the rental under the lease is far below the fair
rental at current values, no allowance is given. to such hospitals. A
lease'may have been negotiated long before-Medcare came into being,
yet no consideration is given to the increase in the value of suchleasehold. •_•

CURRENT VALUE AS A BASIS FOR DEPRIATION

The most unjust element in all of this return on equity capital, is
the failure to recognize the current value of the hospital s plant and
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equipment in determining the return on invested capital. The invested
capital at the time the Medicare Act became effective was the value on
that date-not the historical cost When property is condemned by
the Gvernment for public purposes, current values are considered in
determining the compensation to the owners thereof. Why should not
th. current values be considered when the .Government "condemn"
the property of proprietary hospitals for Medicare purposes. Let there
be no mistake aout this. 'er is a condemnation of property here.
It is not an answer to saytbat the hospital is not compelled to contract
with the Government, A hospital cannot exist if it exduded Medicare
patients because its medical staff would seek other facilities for theirpatient&.

The restrictive Jaymens in Medicare cases have now been extended
also to. Public assr--.gce patients under title XIX since the Social
Security Administration has stated that the Social Security Act pro-
vides that the Medicare reimbursement formula applies to title XIX.
If as and whenacoompuisory health pgrmfor all citizens comes
into being, proprietary hospitals will cease to exist under the present
reimbursement formula.

HOW TO OUU %TM rINKUtJ OF TH S P mJE2 IT mwUI sMU-W3T FORMULA

The inequities of the Medicare provisions of the Social Security
Act with respect to reimbursement to proprietary hospitals must be
remedied by amendment to provide that:

1. Proprietary hospitals should receive a reasonable profit in
Medicare case. ,

2. Such profit should be based on a combination of a cost-plus
factor and a return on invested capital computed at current values
of the plant and equipment and necessary working capital.

8. i the case of leid premises, the current value of the lease-
hold should be computed on the current value of the plant and
equipment.

mm RluGa CooT oFr N OAL CAME

Al of us in the health care field, and those in government, are
particularly anxious and concerned about the increasig rs in medi-
cal care costs At the National Conference on Medical Care Costs,
held on June 27 and 28, 1967 at the direction of President Johnson
the keynote sp aker, Victor f. Fuchs, Ph. D., associate dire tor of
research of the National Bureau of Economic Research, made the fol-
lo observations:

Mostindustries in the United States consist of profit seeking firms actively
engaged in competition with one, another. The fundamental rationale of the
Amerlcan Economic System tI that the hope of profit (and fear of loss), under
conditions of open competition, are the b'et guarantee ot eficlency, an ap-
propriate price and rate of output and the fair return'to the various factors of
production.

We, the proprietary hoetitals, believe that this is the dominant fac-
tor that has controlled prices in our hospitals to the general public.
It has been established by all the indexes ever published tha prprie-
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tary hospitals charge less for the same quality of care as hospitals not
engaged as profit-seeking enterprise.

Dr. Fuchs further goes on in his address as follows:
The common practice of reimbursing hospitals on the basis of their costs, as

under Medicare and many other private and public programs, appears to be an
open invitation to inefficiency. At best, the ability of hospital management to
improve productivity Is imperfect because of the independence of the attending
staff. Under present arrangements, almost no one has any incentive to be con.
cerned with the efficiency of the hospital as a whole.

In private enterprise hospitals, for which I speak, the incentives of
ownership-the difference between profit and loss--provide all the
necessary incentives for efficiency.

In further expanding his thesis, Dr. Fuchs states:
An analysis of the supply of capital to the medical care industry is much

more difficult to undertake because most capital Is used in hospitals, and most
hospitals are non-profit. Thus, the flow of capital is not determined by the rate
of profit (as it Is in most Industries), but by government decisions and
philanthropies.

In our hospitals the flow of capital is determined bv the rate of
profit. It would be impractical and impossible for our hospitals to
continue to keep stride with the current rapid pace of the technological
improvements, unless the flow of capital into our institutions was en-
couraged rather than discouraged by the present method of reim-
bursement, Why should any investor in a proprietary health institu-
tion invest his capital when the present outlook for its return is very
gloomy ? Would it not be more practical and feasible for this investor
to allow his money to accumulate growth and interest by putting it
into secure guaranteed investments, such as savings banks or Govern-
ment bonds, or high price yield bonds?

CONCLUSION

Xf it is the intention of Congress to encourage the investment of
private capital to construct~ maintain, and utilize facilities for par-
ticipation in the health needs of the country, then it is distinctlyyour
obligation to understand their distinct responsibilities and needs. If
it is the intention, however, that Congress does not desire the con-
tinuation of the free enterprise system in the health care field, then
it should arrange for the orderly purchase of proprietary hospitals
in accordance with the applicable provisions of law-not starve them
or use attrition as a means of accomplishing this purpose.

Gentlemen, proprietary hospitals offer outstanding hospital serv-
ices to a sigificant proportion of the Nation's ill. Their dynamio is
that of free enterprise, and if they are to expand--even survive--they
cannot bear more restrictions than those who operate in other free en-
terprise sectors. Until such time as Congress recognizes the essentials
required by the laws of free enterprise, and the laws of the capital
market as well as a record of services to the community, proprietary
hospitaswill remain in eopardy.
thank you Mr. Chairman and gentlemen for the opportunity to

present this testimony.
The CnAnumui. Mr. George Young, senior vice president of the

Connecticut General Life Insurance Co., and chairman of the Ameri-
can Life Convention and Life Insurance Association of America.
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STATEMMT OF GEORGE W. YOUNG, SUIMO VIE P DENT,
0NNETI CUT GENERAL LE ISUIAX E 00. OF HARTFORD,

REPRESENTIG THE AMERIAN IF C0 TON, THE LIFE
INSURANCE AMOCIATION OF AMERICA, hD TEE LIFE IN-

SURES oN eN , ACCMo AIMD BY 10KeL

-Mr. Yovuwa. Mr. Chairman2 appearing w!A-1 nn is John Miller. We,
as you mentioned, are appearing on behalf of the American Life Con-
vention , the Life Insurance Association of America, and the Life In-
surers (5Naference.

I have a prepared statement which I will file.Over the ears it ha been widely accepted that the role of OASDI
i4 to provide a floor of economic security for retired and disabled
workers and their . dependents, with both room and incentive for sup-plementation throg volunt~ rivate means. Life insurance com-
panies ar with this principle. It is their role to provide additional
life, disability, and pension benefits to enable individuals and groUps
to improve their economic security.

I don't know if you have my statement here, sir, but I will skip
through it.

Undue expansion of the social security system would have a far-
reaching m pact on Voluntary private security mechanisms in our
economy. Savings and thrift institutions are essential to our society.
They permit the individual to invest in American business and to
help build a supply of capital needed for the continued health andgrowth of our economy. A high rate-of saig through pension
funds and other' private savings media will be necessary if our
economy is to grow in the years ahead on a sustainable bisis with-
out chronic inflation.

In contrast, the social security system does not generate capital,
but redistributes each year most of the tax revenue received. For this
reason it becomes critically important that the role of the Government
system be concentrated on clearly e ablishedsiodial need.

Attached to this statement is a memoranda& showing the need for
a vigorous increase in savings in our economy.

We believe this is a 1Oartcular important point.
Inow turn to some specific provisions of the bill. First, on proposed

changes in the'benefit formula. While we believe that a reasonable
across-the-board benefit increase is justfied we are of the opinion that
a 12 -perent' increase as proposed in H.R. 12080 is not warranted
by the experience of the economy since the last increases were made

As noted -in the report of the Way and Means Committee, the
Consumer Price Index has risen only about percent since the 1965
increases

The increases of 1965 represent a very substantial change asoborne
out by 'the attached exhibit 2. This exhibit shows that the avrge
monthly cash benefits paid in 1966 to retired workers were hi her
than in any previous year in terms of both actual dollars and p
iug power except for 1965. The same amendments also added medi-
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care, which, in view of rapidly rising health costs, has become an
increase more valuable benefit to the aged. We see no justification
for a benefit increase of the size now recommended, just 2 years later.

Minimum benefits: We support the provision of H.R. 12080 which
would raise the flat minimumbenefit fiom $44 to $50. As stated in the
Ways and Means Committee report, at page 24, such a minimum
appears appropriate in maintaining a wage-related system.

The administration would increase this a minimum benefit to $70,
and would also provide a sliding minimum benefit of $4 for each
year of significant covered employment up to a maximum of $100
for an individual with 25 or more coverdyears We believe that a
fiat minimum of $70 would be unsound, in that, it would give undue
benefits to intermittent or part-time workers. If any- increase in the
minimums beyond that adopted by the House were to'be considered
necessary, the $4 sliding minimum would be, more appropriate.

To illustrate the defects in the administration proposal, an individ-
ual retiring in 1967 with his last 18 years' covered employment would
have to pay taxes on credited wages of $19,650 in order to qualify
under the sliding scale for a minimum benefit of $72-18 -years times

41 eryear.
In contrast, an individual receiving $50 in covered wages from in-

cidental employment in one quarter out of each of the years since
1950 would have to pay taxes on only $800 of wages to q uafiy for theflat minimum of $70.- Thus, it becomes apparent that the a mini-
mum proposed by the administration is inconsistent with the wage-
related character of the system.

Proposed increase in earnings base--section 108:
We oppose the suggested earnings base increase. The present base

of $8,600 is adequate under current conditions. To ais the base at
this time would extend the social security system into income areas
which can be better and more appropriately served by voluntary pri-
vat programs.

The earnings, base should not exceed average earnings. We believe
that the average earnings of regularly employed male workers rep-
resents an appropriate dividing line between the area in Which the
Government -should- have responsibility to provide: basic benefits and
the area in which the individual and his employer should have respon-
sibility to provide security through private media.'rhe Social Security Amendments of 9065 increased the earnings
base from $4,800 to $8,600, effective in 1966. This $1,800 increase was
three times as great as any prior increase and equal to the total of all
increases since the beginning of the program in 1985. Now, 2year
later, H.R. 12080 would provide an additional increase of $1,000 m
1968. This, added to the 1966 increase, would lotal an increase of }
in years, as contrasted with an increase of $1,800 in the preceding

This chart shows the relationship between average earnings of regu-
larly employed male workers, and the social security erl base,both histrkall and uyter .R. 12080 and e administraon pro-
pOsal--ItX. 5710. This chart shows that.in' the case of every prior
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increase in the e base, including the one effective in 1966, the
averge earnings of ti y employed male workers exceeded the
base beforete increase ws enacted zEach increase brought the base
slightly -above average earnings, except for the 1968 increase, which
tkthe base almost $1,000 above average earnings. We estimate that
the average earnings of regularly employed a workers will not
reach the present ;$6,600 base until, about 1970, and will not reach
$7,600 untl about 1976.

(The chart referred to appears at p. 12.)
Mr. Youxe. Thus the earnings be increase proposed by H,R 12080

represents8a sharV departure from this historical pattern in two im-
po rant r t irs the base would be increased while still sub-
stahtially in excess of the average earnings of regularly employed
nale workersm Second, the base wold substantially exceed estimated
aveg m ngs over a long. period of time. The administration pro-
posl H.R. 6.710, would, of course be even more extreme .,
-We reognme that other standards for testing the adequacy of the

earnings base have been suggested. For example, the 1965 Report of
the Ad-isory Council on Soc a Security refers to three possible stand-
ards&-the percentage of total earnings of covered workers subjet to
tax, the pezntage of all workers whose entire earnings are subject
to tzi and the percentage of regularly employed male workers w!ose
entire eMaiius are subject to tax, .

As"hown y exhibit ll, the 1966 increase in the earnings base has
already brought all of these percentages into line with the correspond-
ing percentages resulting under allwage base increases beginning
with 1951.

We start with 1951, the year in which the first earnings base increase
was effective, rather than going back to 1985. the year of inception,
because 1985 was a year of very depressed earnings and a substandard
economy.- As the economy has improved, a maller share of the.-
creased eamin should terequed for compulsry social security
and a larger share should be available for, individual celf-povimon
and for growth'investment throughains

S Thus a of thesecoinparisons Fead mte same concluio-the earn-,
ings base increase proper .in H.RO 108 is, nt, warranted. The in-
crases propeed by, theadministration Would be even, more, unsoundo

Younger workers with earnings at or abve the Propos , earnin
base'-wodd be seriously disadvantaged. Exhibit IWcompares (a) the
additional retirement benefits provided by H.. 12080 and H.R. 5T10
for younger workers with earnigsequal to or greater than te pro-
posed earnings bw with (6) the private , plan retirement benefits
that could be purchased for those workers with the hicrease in taxes
attrib table to retirement benefits under those bills. The ehi it' hows
that in the case of the earnings bawe increase uner nR I28-a
ofciourse *to much greater extent in the case of the earningsbsincreases proposed -H.1R, $710-the worker woud do much better
wiaprivate plan.

For, etamplUlwder, {.R. l28O, th increase in the moth 6o
securityretirement benefit for a career wor age, 2m8i witE



~O0UL OZOtfUV AMUR)4NW Or, -1987 14

earnings equal to or greater than $7,600 a year would amount to $44.
A private plan retirement benefit of nearly $68 a month could be fro-
vided at current: group annuity rates for the same worker from [hat
portion of the proposed increase in employee-employer OASDI taxes
which is allocable to retirement benefits.

Under H.R. 5710, the increase in the monthly social security retire-
ment benefit for a career worker age 25 in 1968 with earnings equal to
or greater than the proposed earnings bases would amount to $115. A
private plan retirement benefit of nearly $220 a month could be pro-
vided at current group annuity rates from the projected increase in
employee-employer OASDI taxes allocable to retirement benefits.

Under H.R. 12080, OASDI taxes for the younger worker with earn-
ings at or above the earnings base would reach an ultimate leyel in
1973 which would be over 18 percent hi her than the level which would
be reached under existing law. Under ,R.. 710, this figure would be
over 68 percent in 1974. Tax increases of this magnitude would consti-
tute a severe burden. A large portion of these tax increases would go
toward providing benefits for workers not affected by the waoebase
increase. The balance of the increase would provide additional social
security benefits to younger workers at or above the proposed earnings
base, which would be incompatible with the floor of protection
principle.

At the same time, the latter workers would be deprived of the op-
portunity of obtaining greater benefits for the same amount of money
under voluntary private plans. In sum, the floor of protection prici-
ple Would be breached, and at the'same time younger workers with
earnings at or above the wage base would be disadvantaged.

The serious results just described are essentially the product of the
proposed earnip-gs base Increase. Accordingly, we recommend that any
increase in socia security benefits be financed through the favorable
actuarial balance in the present program together with whatever in-
crease in the tax rate 'may be necessary. The wage ba should not be
changed" at this time. The present wage base of $6,600 still exceeds
average earn igs by a substantial amount, and any higher base will
be unfair to many Ponger workers.

Benefits for disabled widows section 104: We support the provisions
of '.R." l2080granting severe y disabled widows under age 62 cash
benefits under specifed conditions.

Liberalization of the retirement test., section 107, We support the
proposed increase in the amount an individual may earn without a
reduction in social security benefltM. We believe that a sound retirement
test should be retained at all times but the proposed increase is modest
and would not in our opinion unduly weaken that test.

This concludes my statement) Mr. Chairman, and Mr. Miller and I
will be glad to answer any questions the committee may have.

(Mir. Young's prepared statement, with exhibits attached thereto,
follows:) ,
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Pawuam STATsumsNT O1 Onon W. Youxo oN BunAT or Ti AM UXAN Lra Cc,1!-
V=PTIOx, L=V INnuzANc AmOIATox O AM oaM0, AND Tax Ir. Iqmuua

My name is George W. Young. I am Senior Vice President Of the Connecticut
General Life Insurance Company of HartfOrd. I appear today on behalf of the
American Life Convention, the Life Insurance Association of America and the
Life Insurers Conference, three issoclations with an aggregate membership of
401 life Insurance companies accounting for approximately 92 percent of the life
insurance in force In the United State. These companies also hold over 99 per.
cent of the reserves of insured pension plans in the United States. I am accom.
panied by John H. Millef, formerly Executive Vice President of the Monarch
Life Insurance Company of Springfield, Massachusetts, who has appeared before
you on prior occasions on behalf of the three associations. We appreciate this
opportunity to express our views on HR. 12060. -

SOOfaW Se"oft'e Jtoi
Over the years It has been widely accepted that the role of OASI)I Is to provide

a floor of economic security for retired and disabled workers and their depend.
ents with both 'room and Incentive for supplementation through voluntary
private means Life insurance companies agree with this princlple It Is their
role to provide additional life, disability, and pension benefits to enable individ-
uals and groups to improve their economic security.

This basic nature of OASDI Is confirmed by Its benefit pattern. While benefits
bear a relationship to a worker's average taxable earnings, the benefit formula
is heavily weighted in favor of workers with low average earnings. Thus the
OASDI system assures a level of economic security for all covered Individuals
without strict regard for individual equity.

The voluntary insurance system affords the individual the opportunity to
create flexible contractual arrangements under which Individual equity is pre-
served at all time& These arrangements are valuable property rights which
greatly strengthen the Individual's security program and provide him with a
share in our economy. In contrast, the Social Security system seeks to achieve
goals for society In general, as distinguished from goals of the individuaL Thus
proposals to increase OASD[ benefits must be Considered not only in terms of
broad social need but also In term4 of the proper relationship between public and
private programs. Consideration mist Alio be given to the effect of resulting tax
Incre"ase on the ability of Indivduals to mae their own security arrangements.

We believe that Congress should review from time'to time the benefit levels
under the OASDI system to determine whether intervening price increases
warrant a change, particUlarly at the lower levels. Ourrept conditions cal for a
benefit Increase but, in our opinion not of the magnitude proposed by this bill.
Also, the proposal to raise the earnings base above Its present level would result
in an unwarranted and unnecessary increase in taxes for those who are trying to
provide for themselve&

Undue expansion of the Social Security system would In addition have a far-
reaching Impact on voluntary private security mechanisms and our economy.
Savings and thrift institutions are essential to our society. They offer the Indi-
vidual'the opportunity to invest in American business and to help build the
supapy of capital needed for the continued healthy growth of our economy. A
high rate of savings through pension funds and other private savings media will
be necessary if our economy is to grow In the years ahead on a sustainable basis
without chronic' inflation. In contraSt the Social Scurity system does' not gen-
erate capital, but redistributes each year mot of the tax revenue received.
For this additional reason, it becomes critically important that the role of the
government stem be concentrated on clearly, established social need. Exhibit I
attached to this statement is a memorandum showing the need for a vigorous
Increase in savings In our economy.

Within this frame of reference, I now turn to the provisions of the bill.
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Proposed Ohange Its Benefit Formula (Seotion 101)

While we believe that a reasonable across-the-board benefit Increase is Justi-
fled, we are of the opinion that a 12% percent increase, as proposed In H.R. 12080,
is not warranted by the experience of the economy since the last increases were
made in 1965. As noted in the Report of the Ways and Means Committee (at page
22), the Consumer Price Index has risen only about 7 percent since the 1065
Increases.

The Increases of 105 represented a very substantial change, as Is borne out
by the attached Exhibit 11. 'Ibis Exhibit shows that the average monthly cash
benefits paid In 19060 to retired workers were higher than in any previous year
in terms of both actual dollars and purchasing power, except for 1905. The same
amendmentA also added Medicare, which, in view of rapidly rising health costs,
has become an increasingly more valuable benefit to the aged. We see no justifi-
cation for a benefit increase of the size now recommended, Just two years later.

Minimum benefls.-We support the provision of H.R. 12080 which would raise
the fiat minimum benefit from $44 to $50. As stated in the Ways and Means
Report (at page 24), such a minimum appears appropriate in maintaining a
wage-related system.

The Administration would increase this fiat minimum benefit to $70, and would
also provide a sliding minimum benefit of $4 for each year of significant covered
employment up to a maximum of $100 for an individual with 25 or more covered
years. We believe that a fiat minimum of $70 would be unsound, in that It would
give undue benefits to intermittent or part-time workers. If any increase in the
minimums beyond that adopted by the House were to be considered necessary, the
$4 sliding minimum would be more appropriate.

To illustrate the defects in the Administration proposal, an individual retiring
in 1967 with his last 18 years In covered employment would have to pay taxes on
credited wages of $19,650 in order to qualify under the sliding scale for a mini-
mum benefit of $72 (18 years x $4 per year). In contrast, an Individual receiving
$50 in covered wages from incidental employment in one quarter out of each of
the years since 1050 would have to pay taxes on only $800 of wages to qualify for
the fiat minimum of $70. Thus It becomes apparent that the fiat minimum pro-
posed by the Administration is inconsistent with the wage-related character of
the system.
Proposed increase in earnings base (see. 108)

We oppose the suggested earnings base increase. The prment base of $6,600
Is adequate under current conditions. To raise the base at tlIs time would extend
the Social Security system into Income areas which can be better and more
appropriately served by voluntary private programs.

The earnings base should not eatced average earning*.-We believe that the
average earnings of regularly employed male workers represents an appropriate
dividing line between the area in which the Government should have responsible.
ity to provide basic benefits and the area in which the individual and his em-
ployer should have responsibility to provide security through private media.

The Socal Security Amendments of 1965 increased the earning* base from
$4,800 to $6,00, effective in 1960. This $1,800 increase was three times as great
as any prior Increase and equal to the total of all Increases since the beginning
of the program in 1935. Now, two years later, H.R. 12080 would provide an addi-
tional increase of $1,000 In 198. This, added to the 1966 increase, would total
an increase of $2,800 In two years, as contrasted with an Increase of $1,800 in the
preceding thirty years.

The Chart on page 6 shows the relationship between average earnings of regu-
larly employed male workers and tho Social Security earnings base, both his-
torically and under H.R. 12080 and the Administration proposal (HR. 5710). This
Chart shows that, In the case of every prior increase in the earnings base, in-
cluding the one effective in 196, the average earnings of regularly employed
male.workers exceeded thobaso before the increase was enactedL lEach increase
brought the base slightly above average earnings, except for the 1968 increase,
which took the base almost $1,000 above average earnings. We estimate that the
average earnings of regularly employed male workers will not iqach the present

,00 base until about 1970, and will not reach $7,600 until about 197&
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Thus the earnings base increase proposed by H.R. 12060 represents a sharp
departure from this historical pattern In two Important resets. First, the base
would be Increased while still substantially In excess of the average earnings
of regularly employed male workers. Second, the bas would substantially ex-
ceed estimated average earnings over a long period of time. The Administration
proposal (H.R. 5710) would of course be even more extreme.

We recognise that other standards for testing the adequacy of the earnings base
have been suggested. For example, the 19065 Report of the Advisory Council on
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Social Security refers to three possible standards--the percentage of total earn-
Ings of covered workers subject to tax, the percentage of all workers whose entire
earnings are subject to tax, and the percentage of regularly employed male
workers whose entire earnings are subject to tax. As shown by Exhibit 1110 the
1066 increase in the earnings base has already brought all of these percentages
into line with the corresponding percentages resulting under all wage base in-
creases beginning with 1051. We start with 1951, the year In which the first
earnings base increase was effective, rather than going back to 1935, the year of
inception, because 1035 was a year of very depressed earnings and a substandard
economy. As the economy has improved a smaller share of the increased earn-
Ings should be required for compulsory Social Security and a larger share should
be available for individual self-provision and for growth investment through
savings.

Thus all of these comparisons lead to the same conclusion-the earnings base
increase proposed in H.R. 12080 is not warranted. The increases proposed by the
Administration would be even more unsound.

Younger worktes with earnings at or above the proposed earnitgs base4 would
be seriously disadivantagcd.-Exhibit IV compares (a) the additional retirement
benefits provided by H.R. 12080 and H.R. 5710 for younger workers with earnings
equal to or greater than the proposed earnings bases, with (b) the private plan
retirement benefits that could be purchased for those workers with the increase
in taxes attributable to retirement benefits under those bills. The Exhibit shows
that in the case of the earnings base Increase under H.R. 12080--and of course to
a much greater extent in the case of the earnings base Increases proposed in
H.R. 5710-the worker would do much better with a private plan.

For example, under H.R. 12080 the increase In the monthly Social Security
retirement benefit for a career worker, age 25 in 1968 with earnings equal to or
greater than $7,00 a year would amount to $44. A private plan retirement bene-
fit of nearly $68 a month could be provided at current group annuity rates for
the same worker from that portion of the proposed increase In employee-employer
OASDI taxes which Is allocable to retirement benefits.

Under H.R. 5710, the increase in the monthly Social Security retirement bene.
fit for a career worker ago 25 in 108 with earnings equal to or greater than the
proposed earnings bases would amount to $115. A private plan retirement benefit
of nearly $220 a month could be provided at current group annuity rates from
the projected increase in employee-employer OASDI taxes allocable to retirement
benefits.

Under H.R. 12080, OASDI taxes for the younger worker with earnings at or
above the earnings base would reach an utlimate level in 1073 which would be
over 18% higher than the level which would be reached under existing law.
Under tI.R. 5710 this figure would be over 68% in 1074. Tax Increases of this
magnitude would constitute a severe burden. A large portion of thee tax, in-
creases would'go toward providing benefits for workers not affected by the wage
base increase. The balance of the increase would provide additional Social Se-
curity benefits to younger workers at or above the proposed earnings base, which
would be incompatible with the floor of protection principle. At the same time,
the latter workers would be deprived of the opportunity of obtaining 'greater
benefits for the same amout of money under voluntary private plans. In sum,
the floor of protection principle would be breached, and at the same time younger
workers with earnings at or above the wage base would be disadvantaged.

The serious results Just described are essentially the product of the proposed
earnings base increase. Accordingly, we recommend that any increase in Social
Security benefits be financed through the favorable actuarial balance in the
present program together with whatever increase in the tax rate may be neces-
sary. The wage bass should not be changed at this time. The present wage base
of $6,000 still exceeds average earnings by a substantial amount, and any higher
base will be unfair to many younger workers.
Ienefite for disabled widow# (eeo. 104)

We support the provisions of H.R. 12060 granting severely disabled widows
under age 62 cash benefits under specified conditions.
LMbermsat* of tho retirement test (fet 107)

We support the proposed increase in the amount an individual may earn with-
out a reduction in Social Security benefits. We believe that a sound retirement
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test should be retained at all times, but the proposed increase is modest'and
would not In our opinion unduly weaken that test.

This concludes my statement, Mr. Chairman, and Mr. Miller and I will be glad
to answer any questions the Committee may have.

EXHIrT I

THE NEED FOR A VIGOROUS IN0REASE IN SAVING THROUGH PRIVATS PENSION FUNDS TO
AID IN FINANCING SOUND OROWTH OF THE UNITED STATES ECONOMY

If the economy of the United States is to grow strongly In the years ahead,
and on a sustainable basis without Inflation-objectives widely accepted-there
will be an urgent need for a high rate of saving to finance the production of
capital goods-industrial plant and equipment, housing, public utilities, trans-
portation and communication facilities, and the many other capital projects. A
high rate of saving and economic growth Is required to provide job opportunities
for our rapidly growing labor force and to Improve our living standards.

The private pension system is a major source of saving for the financing of
capital projects of all kinds, whereas the Federal social security system does not
produce savings. To the extent that a sharp increase in social security benefits
should curb the healthy expansion of the private pension system, the aggregate
rate of saving to finance sound economic growth would be reduced and the
capacity of the economy to provide job opportunities and rising living standards
would be limited. In the light of the need for a high rate of saving in the years
ahead, proposals for undue expansion of the Federal social security system, with
a consequent reduction In the role of the private pension system, present a
serious problem of public policy.

THE CONTRIBUTION or PEsNoN FUN) SAVING TO THE ECONOMIC GROWTH OF
THE UNITED STATES

Using the national income accounts prepared by the U.S. Department of
Commerce, the following picture of the Importance of pension fund saving
emerges:

Olr amounts In billions

Average per annum
1946-60 •1951-65 195-60 195145

Personal Inco............................ $23. $283.4 UK60 P41.2
P an*va a ' ......... ................... 7 1.6 7.29

Personal avin as pe"aent o personal income ......... 5. 5.
Pension saving as percent of personal income ......... 1.3 6 2.0 2.1

National Income acousts of the U.S. Department of Cowntare Survey of Current Business.
5F)ow-of-funds accounts of the Board of Givernors of the Federal Ieserve Syste This figure measures the Increate Iq

assets heldb vt pension plans, pension programs administered by State aad loalo goveat units, and the Federal
employee an rara retireent bWnefit prrams. It Includes both insured sad nomasrd plant It )illdes OASOI.

Note: It persmonl saving Is expressed asa percent of dispsble personal Income (after Fedeail Income tax payment),
the savlnsrtion forhe 45-year pero ds are64,6.9, 6.2,a nd.percea. r .The use of the ratioof saving to
personal Income, Is coniere sore relevant here sines moost of the pnon sin "Is, In e$fect from pretax Income; I.e.,
employer contributions to private and public pension plans are not treated as taxable ine o the employee.

As shown in the table, the annual amount of saving through private pension
funds (including those administered by state and local government units) has
Increased markedly since 1940 both in absolute dollar amount and as a per-
centage of total personal Income. It Is significant that total personal saving as a
percent of personal Income has declined during the past fifteen years from an
average of .1 percent in 1951-1958 to an average of 4.8 percent in 1961-196M
Thus the increase In the rate of pension saving has been an important factor In
checking the decline of the aggregate rate of personal saving.The saving accumulated through private pension funds have been* invested
in corporate sec~rities, mortages, state and municipal bonds, and U.S. Govern-
ment Obl!gations. They hare thus provided financing for the construction of in-
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dustrial plant and equipment, single-family homes, apartment buildings, commer-
cial properties of all kinds, public utilities, transportation and communication
facilities, roads and other public facilities, and many other kinds of capital proj-
ects. The capital expenditures made possible by pension savings have provided
Increasing job opportunities In our economy and have contributed heavily to
improved productivity and thus higher living standards.

Studies conducted by the National Bureau of Economic Research indicate that
in coming years the rate of increase of private pension saving is likely to slacken
because, with a rising percentage of our people moving into the retirement age
group, benefit payments are likely to be increasing at a more rapid rate than
the sum of contributions and investment earnings.' This is a disturbing prospect
in view of the need to finance the heavy demands for capital formation which the
country faces in the years ahead. This is an additional reason to encourage ex-
pansion of the private pension plan system.

THE URGENT NEE F A HIGH BATE OF SAVINO IN THE YEARS AHEAD

In looking to the future, the majority of economists are projecting a stronger
rate of economic growth--y 4-5 percent-than we have experienced in the past.
This expectation is based on the following reasoning:

1. There are a number of factor$ in our economy which will provide a
favorable climate for strong growth such as (a) a sharp increase in the labor
force; (b) a marked increase In the rate of family formations; (c) a very
rapid rate of technological innovation abetted by a large increase in re-
search and development expenditures; (d) the need for heavy and rising
public and private expenditures to meet the problems of our cities--urban
renewal and rehabilitation, air and water pollution, transportation, and the
like; and (e) the drive for stronger economic growth in other countries and
the leverage which this will exert upon our own desire and capacity to grow.

2. Both political parties and the public at large agree that fiscal, monetary
and other Government policies must be directed toward encouraging full
employment and faster economic growth.

To achieve a stronger rate of economic growth there will have to be a very
high rate of investment spending, and, of course, a very-high rate of saving.

To illustrate the above point, it will be helpful to review three recent projections
of the growth of the U.S. economy in the next decade: (1) U.S. ERcoomtc Growth
to 1975: Potentials and Probleme, a study prepared for the SubcommJttee on
Economic Progress of the Joint Economic Committee of the Congress; (2)
Albert TV. Summers, "The Fcomomy In the Next Decade", The Oonferenm Board
Reord, December, 1965; and (8) Leonard A. Lecbt, Goae, Priotffe owd Dol-
are--The Reat Dewde, a study prepared under the auspices of the National

Planning Association. These studies are typical of the thinking of most economists
about the prospects for growth of the American economy in the years ahead.

The projections of ONP and national income developed in the study made by the
staff of the Joiut Economic Committee have built into them a number of assump-
tions about Federal fiscal aimed at maintaining full employment.' Their "Projec-
tion A" Is based on the assumption that during the next decade the real ONP Will
grow at a 4. percent annual rate, and also assumes an average unemployment
rate of 8 percent. Their "Projection B" is based on the assumption that during the
next decade the real GNP will grow at a 4 percent annual rate, and assumes an
average unemployment rate of 4 percent.

It is significant to note that their projection A (in current dollkr) calls for a
rise in gross private domestic Investment from $106.6 billion in 1965 to $142.9
billion In 1970 and to $201.4 billion In 1975, an increase of nearly 90 percent by
1975. Excluding the change In busines investorles, the Increase In fixed invest-
ment would be from $97.5 billion in 1965 to $185.7 billion in 1975, or an increase
of Just about 90 percent. These figures suggest that there will be a great demand
for capital funds generated by savings during the next decade. The figures in
project B, although somewhat lower, also suggest an enormous rise in capital
demands

The projection of ONP in 1975 prepared by Albert T. Summers of the National
Industrial Conference Board assumes an average unemployment rate of 4.5

IDaniel M. Holland, PrivetPe os P ; AroIket, Gro'eh. Occasional Paper 97,
National Bureau of Economic Researb New Yor,.., I eeFor a dIsuessdon of these aUsUMpuons, s U*. aeWOM e o Wth t# 1091: POWe# SIS
and robusts, pp. 290-47.
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pore" and a 425 percent Increase per annum In real outputAgain, It is Interest-
Ing to observe that under his projections gros private domestic investment in
current dollar would rise sharply from $W2,9 blUloh n 164 to $171.9 billion in
1976, an increase of about 85 percent. A marked increase in personal saving Is
also projected by Sommers, from $26.8 billion In 1964 to $48.5 billion In 1975,
with the rate rising from 6 percent to 6,2 percent of disposal personal Incomea

Oommenting upon his projection, Sommtrs stated:
"Up ahead, nevertheless, appears to lie a further vigorous expansion In the rate

of Investment. Indeed, vigorous growth In Investment Is an essential requirement
If the substantially faster rate of growth of employment envisioned here is to be
accompanied by an appropriate increase In the total stock of capital.

"The annual rate of new fixed Investment in 1975 may approach $118 billion, in
prices then prevailing; this Is Almost double the gross investment rate of 1904."'

In his concluding remarks about his projection of the growth of the American
economy in the next decade, Sommers states:

"In the fir instance, the challenge posed by the trillion-dollar potential of the
U.&L economy is job creation. The bumper dimensions of the 1975 potential arise
largely because the American economy of 1965 is on the threshold of a great wave
of growth in its human re6urms, unequalled since the days of heavy Immigration
to America many decades ago. The great challenge in the next decade i8 to create
the jobs tOf" engage this surging tide of manp6wer.

"The creation of )obs'meas, of course, Investment; and Investme]t, ot course,
depends upon saving. Given the Increments to the labor torce that s6eato lie
ahead, It would be hard to envision any ten-year projection of the American
economy that would not focus on a compelling need to achieve and sustain a high
rate of capital formation, to equip the increments to the labor force, and to im-
prove the effclency of the labor force as a whole."'

A similar conclusion was reached by Leonard A. Lecht, a member of the staff of
the National Planning Association, In his study 0a/l, Pr4oMWe ou4 Dollars-
The NXet De¢a4e. Lecht's projection calls for a GNP of close to one trillion dol-
lars In 1975, expressed In 1982 dollars He assumes a 4 percent increase per annum
in real GNP, based on full employment and a 8 percent per annum increase In
productIvity of labor. Lecht has studied what the "costs" (in terms of GNP
growth) would be to fulfill the goals Which have been advanced by the Admin-
istration In such fields as urban development, health, education, housing, and the
like. To satisfy these goals, he has estimated that by A975 GNP would have to
rise to $W triton (in 1962 prices). Concerning this out put he comments:

"Oreatig aumelent output to realize the aspiration su ards for the 16 goals
would entail a GNP growth rate approaching 5.6 per cent a year between 19f. and
1975 (measured by GNP in qqnstant prices from the full capacity level of prod uc
tfon in 1982). This compares *Ith an Increase in GNP averaging 8 per cent a year.
in the past generation and 8.6 per cent between 1948 nd 1962. ,ustalaing a 5.5
per cent annual growth rate for over a decade. would require technological
changes, Iqa~ gt ivo ,increases, in' roduclvIty, ~oe aly byn h
8B per cent Irowthln4N? per manpower anticipate in the next 1 ear&."

Aside from the "aspiration" level of GNP (i.e., $1.6 trilion), lt proc tion
of a $1.0 trillion GNP provides that private expenditures for businessman indUs-,
trial plant and equipment would have to rise from $49 bmion In ,192 to $ 02..
billion In 1976 (all expressed in 1982 dollars). This more than dqU.g of capital
expenditures by business and Industry is a measure of the great need for savings
in the years ahead If capital formation is to be financed soundly. -

The most comprehensive study of capital requirements In the United States
in the years ahead has been made by Harvard Professor Simon Kusnets.: in his

,Albert T. 5omme, "The Economy in the Next Decade", The Oon1W5S Booed RecOd,Dec me," 1965, p.&. .. .. . . . +
Ibi~d.,p3 M
0= is. 4 the AneL. Hoosom-uf* om1 a m fnst, a study by the

Nationl Bureau of Economic' Researcb, published by Princeton Univertelr Press. 19 1
The Kus ,,t mongaph was the summary volume in a pro et financed with a grant o

hi all publseby th 1ine0 Unitahlty PrestsLea
Oe op•. Tr eo rebi

I~MI4~ki1.k,11A1Zhi Inick ; 2) 00f5 for e ?QYUU6ra f dsR
84d40bo~ I (Melvnul till );"ottinQf~t%~~

stwky Isae ) t ' L5. . ,'o de _o.0mo tsauomt ( .Dorria +I.re , au8);o

smith).



SOCIA SECURE AMENDM T OF 1067 1255

monumental study. Kuznets concluded that during the preceding twenty years
(1941-1960) the rate of economic.growth of the United States had been held con-
siderably below Its potential because of too low a rate of saving. He found that
tho demands for capital financing Will be very large in coining years, and that
high levels of consumption are likely to continue. Therefore, he concluded, the
supply of savings In the years ahead will be Inadequate, and he strongly recom-
mended measures to encourage a higher rate of saving. Kusnets' principal conclu-
sions are well summarised in the following quotation:

"The above treatment of conditions for the future, far too brief and dogmatic,
may carry a sense of firmer conviction than is intended. The discussion reflects
conclusions suggested by the record of this country's economy-an economy
geared for a lonk-run rise to increasingly high levels of consumpon, per capital,
and one in which savings and capital formation, though large and sustained,
nevertheless have been kept wIthin moderate proportional limits by the secularly
high propensity to consume. It Is also an economy in which the recently Increas-
ing diversion of product to current consumption by governments, combined with
high levels of Consumer demand, has limited capital formation and savings pro-
portions and brought about, under conditions of full employment, rising price
levels*which have Persisted even through the 190 recessiOn. Against this back-
ground, considerationn of the propecve large rise in ppulatin nunbers-,
particularly of new family makers, entrants into the labor fore, and'of the
school-age groups-the prospective acceleration of potential technoloical change
and the prospect of contnued international cmpetitlon and strain' suggest the
following prospects First, the demand for capital over the coming' two and a
half to three decades is likely to be large. Second, drains upon the national
product for current consumption by governments will continue to be propor-
tionately sizable and may well rise. Third, high levels of consumption and the
high secular propensity to consume by individuals and households are likely to
continue. Fourth, under the circumstances, the supply of voluntary savings may
not be adequate. Finally, Inflationary pressures may well continue, with the re-
suit that part of the savings needed for capital formation and government con-
sumption will be extracted through this particular mechanlsm.Yet, extrapolation
of Inflationary pressures over the next thirty years raises a spector of intolerable
consequences, making the policy solutions adopted critically Important; and those
solutions, In turn, will affect the structure and pattern of financial intermediaries
and their role in financing."'

The views of Sommers, Lecht, and Kusnets, as well as those in the Joint
i)ononie Committee study, are characteristic of the great majority of economists
today. The American economy has great potential for vigorous growth in the
years ahead, Public policies will be directed to maintaining full employment and
faster growth. If growth is to be realized soundly and without a sharp rise in the
general price level, the rate of saving will have to be high. This is why It Is Im-
portant to ask what Vhe effect of OASDI is upon saving and capital formation.

THR IMPAOT OF OADI UPON SAVING AND CAPITAL SPENDING

Inasmuch as the Feaeral so6al 'seurltr system Is financed on nealy a pai-as-
you-go basis without ah appreciable accumulation of Investment funds, It Is clear
that OASDI does not perform the vital function of the private pension funds as a
source of saving for the financing of capital spending.

Beyond this, what effect does the OASDI program have upon the overall rate
of personal saving? The effect is to reduce the aggregate rate of personal saving
below what it would otherwise have been. This arises because of the redistribu-
tive effect of the system. Th6 taxes are levied on persons who tend to be savers
and benefits are Wald to retired-persons who on the whole ire not savers but
who are dependent for their livelihood o past savings. Roger Murray, who has
headed the pension fund study of the National Bureau of Economic Researh, has
the following observations upon the redistributive effects of the Federal social
se rurIt program

"The redistributive effects of the growing stream of transfer payments also at
In the direction of depressing the saving ratio. The operation of. tax-upported
programs at present moderately increases consumption at the expense'of saving
if one presumes -as seems reasonable-that pension beneficiaries save smaller
fraction of theli incomes than do contributors to pension pr0rms, A more pro-
nouneed effect of income redistribution on saving is indicated for the future."
(48d Annual Report of the National Bureau of Economile research, pA 28)

Kusneot, pp. 45-0460.
8841 0-87-pvt -4
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BUMMARY AND GOOOLUSIONS

The foregoing analysis may be summarized as follows:
1. The savings generated by private pension funds, as well as by pension funds

administered by state and local government units, have contributed Importantly
to the financing of capital spending In the United States and hence to the provi.
sion of Job opportunities and to the encouragement of national economic growth
and rising living standards.

2. If the economy of the United States is to grow strongly in the years ahead,
and on a sustainable basis without Inflation, there will be a pressing need for a
high rate of saving to finance capital spending.

8. The Federal social security system is not generating any appreciable amount
of saving because it is being financed upon nearly a pay-as-you-go basis. In fact,
the social security system acts to depress the overall rate of personal saving
because the taxes are levied on persons who tend to be savers and benefits are paid
to retired persons who on the whole are not savers but rather dissavers.

4. The public interest requires that a vigorous expansion of private pension
saving be encouraged in order to provide financing for a strong rate of growth
of the American economy on a sustainable basis free of inflationary excesses.
This means that social security benefits should not be increased so sharply that
they curb the healthy growth of private pension savings.

EXHIBIT Il.--COMPARISON OF AVERAGE MONTHLY BENEFITS IN CURRENT PAYMENT STATUS TO RETIRED
WORKERS IN ACTUAL DOLLARS AND IN TERMS OF 1966 PURCHASING POWER, DECEMBER 194-61

Deceber- Averge montly benefit In- DmIer- Average monthly benefit in--
Actual dollars 1966 purchasing Actual dollars 1966 Purchasing

powers power '

1940 $2.6 $52.1 12.78
1941 $222.70 48.A 1981.901L
1942 23.02 44.l 1956 63.09
1943 23 42 44. 1957 64. 53 74.75
1944 23.73 439D 1958 66. 76.50
1945 24.19 43.71 1959 72. 81.60
1946 24.6 3.6 1960 74.0 1114
1947 24.90 4961961 7665 83 04
1948 256 34.65 1962 76)9 8L.60
1949 26 00 36.24 1 76.8 81.95

10 4.86 57.76 196 77.5 77lip 4. 3 1965 :83 .92 n8.72
1952 49. 6.14 1966 84.35 '84.35
1953 51.10 62.62

'Social Security Bulletin. June 1967.
SCalculated by.dividtng the benefit amount by the consumer price Index (1966-100).

W Excluds medire. It provilson were made to Include the value of medicare, the corresponding figures would be about
$12 higher.

EXHIBIT III.-PROPORTION OF WORKERS WITH TOTAL EARNINGS COVERED BY WAGE BASE AND PROPORTION
OF TOTAL EARNINGS IN COVERED EMPLOYMENT TAXABLE IN SELECTED YEARS

Proportion of workers with f~otlo
all earnings taxable o total

(In percet) tekvl~
Year Wage base covered (in percent)

workers ' played amn

10 ........................................... $3,000 7i 79.7
1951 ............................................ 3600 76 81.7
1954 ........................................... 3,600 68 40 77.7
1955.............."........................ 4,200 74 50
1958 ........................................... 4200 70 44
1965........................................ .. 6 3 . ? os50
M1 ..................................- 73 50 4796.71966..................................... 6,600 78 K6 04

,Includes both employed and self-employed.
'Includes men wto were paid wages in ec calendar quarter of acquired 4 quarters of coverage by being pad maximum

taxable walies
Source: Delrtmet of Haalth, Educatok, and Welfare.
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21ZHIRIT IV

COMPARISON OF ADDITIONAL SOCIAL SECURITY RETIREMENT BENEFITS UNDER H.L
12080 AND THE ADMINISTRATION'S PROPOSAL (H.l. 5710) WITH RTIEMENT BENE-
FITS THAT COULD BE PURCHASED UNDER PRIVATE GROUP ANNUITY PLANS USING
AMOUNTS OORRSPONDINO TO TAX INCREASES UNDER H1. 12080 AND H . 6710

The following tables compare (a) the Increases In retirement benefits provided
under H.R. 12080 and H.R. 5710 with (b) retirement benefits which could be pur-
chased privately with amounts corresponding to the portion of increases in taxes
which may be allocated to retirement benefits under H.R. 12080 and under H.R.
5710. Benefit comparisons are shown for workers age 25 in 1968 who will have
earnings equal to or greater than the proposed wage base. In all cases, the taxes
used are limited to those amounts attributable to the cost of retirement benefits.
A detailed description of the methods and assumptions underlying the tables
follows Table 2,

In the case of H.R. 12080, the additional benefits which could be provided un-
der private plans using the proposed increase In taxes for the employer and the
employee would be substantially greater than the Increase in benefits provided
under the bill. If the retirement benefits were purchased privately using the
amounts corresponding to the increase in taxes from the self-employed, they
would not exceed the additional retirement benefits provided by H.R. 12080.

With respect to HR. 5710, the tables show that under private plans, retirement
benefits which are nearly double the additional retirement benefits provided by
the bill could be purchased using the proposed increase in taxes on the employer
and employee. For the self-employed, the additional retirement benefits so pur-
chased would be substantially greater than the increase in retirement benefits
provided by H.R. 5710.

It should be noted that the increases in monthly Social Security benefits
shown in the two tables are the full Increases resulting from H.R. 12060 or H.&
t3710. However, an increase in current benefits of about 7 % could be provided
by the reported current actuarial surplus without any increase in taxes. This
corresponds to an increase Of about $12.60 per month in the retirement benefits
of a worker age 25 in 1968 with monthly earnings of $550, and about $6.0 per
month additional in the wife's old age benefit. These amounts might be appro-
primely removed from the Social Security benefit increases shown in order to
arrive at the increase In benefits corresponding only to the increase in taxes
under H.R. 12080 or H.1L 5710.

TABLE I.--COMPARISON OF ADDITIONAL RETIREMENT BENEFITS UNDER H.R. 120M0 AND H.R. 5710 WITH BENE
FITS WHICH COULO BE PURCIASEO UNDER GROUP ANNUITY PLANS AT CURRENT RATES WITH THE INCREASES
IN TAXES UNDER H. 1R060 AND H.R. 5710 WHICH ARE ATTRIBUTABLE TO RETIREMENT BENEFITS, FOR A WORKER
AGE 2 IN 1968 WITH EARNINGS AT LEAST EQUAL TO THE PROPOSED WAGE BASES

Monly retirement benefits
which cowl be purchase Increased
unoriroup annuity plans mo I

With tax Increse n f~ ot- sca
Bill security

Eer. Self- retirement
emplaye eral benefIts

14 Pig 7I o

.Amounts shown are not reduced by the approximately $12.60 cl Increase which, It might be argpd could be provikd
with current actuarll surplus without at Increase In taxes.

Rasb for group mmut beaotfe
1961 Group Annuity Table with Projection 0, which assumes substantial

future reductions In mortality, for males attaining age Z in 1968& Provision for
administrative expenses Is made by reducing to 4%% investment returns,
which currently -range from 5 to 5%%. Monthly retirement benefits
are what would be purchased by the amounts from age 25 to age 65 which equal
the portion of the proposed tax increases which is attributable to worker's
retirement benefits. It is assumed that 614% of taxes are needed for worker's
retirement benefit x
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TABLE 2.--COMPARISON OF ADDITIONAL RETIREMENT BENEFITS, INCLUDING WIFE'S BENEFIT, UNDER H.R. 12060
AND H.R. 5710 WITH BENEFITS WHICH COULD BE PURCHASED UNDER GROUP ANNUITY PLANS AT CURRENT
RATES WITH THE INCREASES IN TAXES UNDER H.R. 12080 AND H.R. 5710 WHICH ARE ATTRIBUTABLE TO RETIRE.
MENT BENEFITS, FOR A WORKER AGE 25 IN 1968 WITH EARNINGS AT LEAST EQUAL TO THE PROPOSED WAGE
BA SES

Monthly retirement benefits Increased
which could be purchased montly soctal
under group annuiy plans security retire-

Bi wilh tx increasesfor- meant benefits,
Including wife's

Employer. Self- benefits 1
employee employed

H.R.12080......... .729.9 N
H.R. 5710 ........ 3&0 .5 NO

I Amounts shown are not reduced by the approximatety $18.90 which, it might be argued, could be provided with cur-
rent actuarial surpluswithout an Increase In taxes.

Basie for group annuity benefits
Mortality, investment and expense assumptions are identical to those in Table

1. Monthly retirement benefits are what would be purchased by amounts from
age 25 to age 65 which equal the portion of the proposed tax increase which is
attributable to worker's retirement benefits plus wife's old age benefits. It is as-
sumed that 07.69 of taxes are needed for these two benefits.

METHODS AND ASSUMPTIONS UNDERLYING TABLES I AND 2--COMPARISON OF
RETIREMENT BENEFITS ONLY

There are two reasons for limiting the comparison to retirement benefits. Firtt,
the survivor benefits and disability benefits under Social Security do not have
any exact counterparts under private plans. Private plans offer essentially fixed
benefits-without regard to how many dependents a worker may have or whether
the beneficiary has other earnings--and charge premiums that reflect closely
the value of the protection provided. In contrast, the taxes collected under Social
Security are based solely upon taxable wages and the survivor and disability
benefits reflect family status and a number of other factors. The second reason
for limiting the comparison to retirement benefits Is that the disability and sur.
vivor benefits under Social Security are analogous to term insurance coverage.
The costs of providing such benefits through private group plans, to the extent it
is feasible to do so, would be basically the same as providing the coverage through
a government program; any differences In cost would be relatively small and
would arise from differences In expenses. On the other hend, private retirement
benefits may be funded and variations in investment returns can cause very
substantial differences In the cost of providing such benefits which far over-
shadow any differences In administrative costs.

ASSUMPTIONS REGARDING SOCIAL SECURITY TAXES AND BENEFITS UNDERLYING
COMPARISONS

Only retirement benefits are being compared and, therefore only a correspond-
ing portion of OASDI taxes Is used in the comparison. In Actuarial Study No. 63,
the most recent study of its kind prepared by the Social Security Administration,
the cost to provide retirement benefits to workers represents approximately 02.4%
of the cost of all OASDI benefits. The Inclusion of old age benefits paid to wives
of workers increases the portion to 67.6%.

ASSUMPTIONS NEGAWRNIO GROUP ANNUITY RNEFITS

The basis for mortality used In the calculations Is that in current use by most
insurance companies. However, it Is projected assuming very substantial Ir.
provement In mortality. If the emerging mortality proved to be higher than
projected, larger retirement benefits could be provided for the same amount of
premiums.

The Interest rate used is a net interest rate after making provision for admin-
istrative expenses. For most Insurance companies, the return on new investments
made during 1968 exceeded 5% after investment expenses. At the beginning
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of this decade the correpsonding rate was over 514%. A fairly recent develop-
ment which could increase Investment returns i the establishment of separate
accounts for pension business with substantial Investment in common stock. It
is, of course, impossible to predict investment returns far Into the future, but It
Is unlikely that the abnormally low rates of the 1980's and 1940's will return,
barring a corresponding depression or war.

The relationship between expenses and investment income will vary from
plan to plan depending on size of plan, degree of funding and services rendered.
For current levels of funds for all Insured plans combined, an investment return
of %,4% corresponds to an expense charge of more than 5% of premiums. As funds
mature, %1% of Income would be equivalent to an expense charge of a corre-
spondingly greater proportion of premiums.

On balance, it seemed appropriate to use 4%% to represent Investment returns
at current level4 after allowance for administrative expenses, in Table 1.
Table 2 is based on the same assumptions as Table 1 except that the wife's
benefit under Social Security Is included.

TAXES TO BE USED IN COMPARISONS

In each table, columns have been prepared showing the benefits which could
be privately purchased with the appropriate portions of the taxes on the em-
ployee and the employer and on the self-employed individual. The enactment of
H.R. 12080, HR. 5710, or comparable legislatiqn would mean that the self-
employed would have a reduction of their Income by the amount of the tax
Increase and that there would be a correspondingreduction In the amount avail.
able to provide for their own retirement. In the case of employees, the amount
available to provide private retirement benefits is reduced by the additional
taxes on employees and employers as well. If the taxes were not increased, the
employees and employers would have th6 option to use an equivalent amount
of money to provide additional private plan retirement benefits It Is particu-
larly appropriate to take into consideration the proposed increase in employer
tax, as well as that of the employee, since private plans are largely financed
with employer contributions.

AGZS AT WHIOH BNEITB COMMENOZ

In all of the tables the benefits shown are the full benefits which would be
paid only after reaching age 65. The average age at which benefits are actually
first paid s currently age 67 for Social Security beneficiaries, largely because
of the earnings test. The benefits shown for private plans begin at age 65. If
they were calculated to begin at age 67, they would be about 20% higher than
the amounts shown In the tables. If the increases in Social Security benefits
were calculated to begin at age 67, they would be no higher under H.R. 12080
and slightly le than 8% higher under H.R. 571M

The CHAIMmA. Thank you very much.
The next witness is Mr. Clarence Mitchell, director of the Washing-

ton bureau of the National Association for the Advancement of Col-
ored People.

Mr. Mitchell, I am sorry to have kept you'so long today.

STATEMENT OP CLARENCE MITCLT DIRECTOR, WASHINGTON

BUREAU OF THE NATIONAL ASSOCIATION FOR THE ADVANCE-
NUTM_ OF COLORED ISOPLE

Mr.,MiTonELL. Thank you, Mr. Chairman, for your fortitude. You
have been under quite a siege here.

With your permismon, I would like to file my statement .and sum-
marize it, I appear primarily Mr. Chairman, to express objection to
the amendment whic-h was added in the House committee that freezes
the number of children who would benefit under the AFDC programL
I think the amendment was handled in a way that we usually handle
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things around here in Washington. People began to get nervous about
complaints from the taxpayers on the large number of pople on this
program. There was sent out a big chart showing how the number of
children had increased over the years. I think it has a little of a racial
overtone, too. You know, sometimes people drive through colored
neighborhoods and they see a whole lot of colored people stand'.
around on corners and assume they are all idlers and are Just on relief
and that kind of thing. So that it is my judgment that the House
more or less was forced into a position where it had to pass the bill
in this form or not get anything.

As you know, it was handled under a closed rule.
I would just like to point out what I consider one of the absurd

possibilities that can happen if we don't do something about this.
On page H10669 of the Congressional Record of August 17, the

authors of the bill-in an attempt to justify what they had done--the
authors of the amendment pointed out that in New York under their
plan, it might be entirely possible for 6,200 more children to go in
under this freeze than they now have, because of the population in-
crease. My question would be: What happens to the 0,201st child?

You get into a situation where maybe you can have an increased
number, but it is unjust because inevitably some child is left out.

Then over on page H10780 of the Record, that &,me age, there is a
very interesting colloquy between Chairman Mills and Congressman
Burton of Calornia. Mr. Burton points out that under the arrange-
ment here which requires that the parents of children in this category
accept work, it is entirely possible that the parent might be required
to work for as little as 75 cents an hour.

In other words, undercutting the minimum wage law. In the col-
loquy, Mr. Burton asked the question of the chairman, isn't it quite
likely that the parent might be required to work at. a learier's rate of
75 cents an hour, and the answer given by the chairman of the com-
mittee is "Yes that is possible."

Well, i think we don't want that kind of situation to develop in this
country where we undercut the minimum wage law in trying to meet
some other kind of a problem.

I know, Mr. Chairman, you have a very deep interest in these mat-
ters, and I urge that you look at it with your usual humanitarian
con ept. I would like to point out that in my testimony I mentioned
that in this country we are very careful to make sure that we don't
do hazardous experimenting with things that affect the welfare of
our farm animals, pigs, cattle, things of that sort. We don't even do
a whole lot of experimenting with our pets, dogs, canaries, and that
kind of thing. . •

After I wrote that testimony, this morning as I was leaving home,
I happened to remember that I had bettor feed the dog and I opened
one of these real pretty packages, I think they are called Gaines
Burgers, or something like that..- don't know whether you have ever
seen them but they are real nice looking stuff. It looks like ham-
burger. Well, on this package there was the statement which said:
This Is processed under the continuous examination of the United States

Department of Agriculture.
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I am sure If somebody started experimenting with that dog food
and saying that you don't give it to brown dogs or dogs of uncertain
ancestry and that kind of thing, you would have a big hullabaloo in
this country. I think that we ought to be just as concerned about
experimenting with the lives of our children and the future of our
children as we are about experimenting with the welfare of pets, and
even more so.

I want to thank you very much for giving me this opportunity to
appear, Mr. Chairman.

The fAmtmAN. Thank you very much, Mr. Mitchell.
One thought that occurs to me is that there are things we could

do at the F deral level to help see that fathers discharge their duty
toward their children, rather than simply calling upn the mothers
to try to find the father, and to sue him for support. hey are things
we could do ourselves. Tax him and use that money to help the
mothers and children, particularly that man's own children. Do you
have any objection to that type of approach I

Mr. MrroiaLL. As a lawyer, I couldn't object to it. As you know,
it is the weight of authority in the common law States and I supp
it is so in your State. The father is responsible for taking care of his
minor children, and I certainly think we ought to do everything pos-
sible to hold the father to.his responsibility. I don't think we ought
to do anything to let fathers get out from under that, but as you
know, under the existing law, at least the way the existing law is
administered, and under this proposal to some extent, there are vari-
ous kinds of escape hatches for the father.

For example, M this law it is 4uggested that if the father doesn't
do his duty, that there is an emergency arrangement under which the
children can be taken care of.Well, I think there would be a whole
lot of fathers who are irresponsible who will take advantage of that

eerZency procedure. p
Itink also that while you wait for that emergency , procedure to go

into effect you might very well have a lot of suffering among the
children.

The CnAnmAN. My thought is that between the two approaches,
rather than having a cutoff of assistance for a child because-his father
is irresponsible and leaves the State it leaves us no other choice but
to: one, say that the mother must, make every effort to make the father
do his duty; and, two, to say that if she is unable to do so and society
pays, we might want to put the Government in the businessof findmg
tose fathers and collecting either what they owe, or a substantial
portion of it and providing for the children or working out some
scale by which those funds could be used to supplement the assistance
available to those children. That way we are notleft with two answers,
neither one of which is satisfactory.

Now when I was a young lawyer practicing law, on occasion I tried
to chi% down a father to try and get some money out of him for his
wife with very little success. All he had to do was leave town and it
Cust didn't cover the expenses of a private lawyer to -try to follow

hi around. It seems to me that through the Social Security Admin-
istration we can set up a system where we can find these people and
tax them it we cannot do any better, to get some money for their
children.
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Another thought that occurs to me is that we can work out a better
provision, I think, to help make use of people who are unemployed,
who cannot find work, to provide some jobs for them on the basis
that they won't lose their welfare payments entirely, if they supple.
ment them one way or the other.

You can look upon it as supplementing their private earnings with
welfare payments or supplementing their welfare payments with
private earnings. I think there is a possibility that we ou ght to explore
those ideas so as to encourage people to work; to find jobs for them,
and put them in the best jobs we can find at the time and hope that
we will get something better.

Mr. MToHaxz. I think that point came up this morning. I was very
interested in your exchange with Mayor Liidsy about supplementing
the income, and I agree with the idea. One of the things that we are
troubled with today is the honest person who wants to work but
who cannot make enough to support her family or his family. There-
fore he or she has to be on relief. Then you do have a situation whore
they actually c.,nnot take jobs for fear that they will lose relief, or if
they take a. job and get off relief temporarily, they have so much
trouble getting back on that it is a real hardship. Now, that happens
right here in Washington.

I have felt as I listened to your discussion that surely there must
be a solution if we approach it in the spirit that you are approaching
it, in which we make it possible for honest people to work to get an
income and at the same time not place their families in jeopardy be-
cause they aren't making enough money.

I think also we don't want to open the door for unscrupulous em-
ployers who might be just trying to take advantage of somebody
because he is down on his luck and that kind of thing. But as I say,
if we approach it in the spirit that was evidenced this morning, I
would think we ought to be able to settle it.

The CHAMMAN. Thank you very much.
(The prepared statement of Mr. Mitchell follows:)

STATRMBNT OF CLABZOM MIToCxEL, Danro,, WASHNGTON BUREAU OF THE
NArioNAL AssoowxoN FOR m ADVANOEMENT OF COLORED PEOPIX

Mr. Chairman and members of the Committee, I am Clarence Mitchell, director
of the Washington Bureau of the NAACP. When H.R. 12080 was before the
House our organization expressed strong opposition to Section 208 which freezes,
for the purpose of Federal matching, the rate of dependency for children with a
parent absent from the home. As you know, the House considered this bill under
a closed rule. This prevented the offering of amendments to strike out the freez-
ing provision. We strongly urge that the Senate eliminate the freezing language.

As we understand the House bill, it contains a number of measures designed
to reduce dependency through employment. The three most important of these
are requirements that the States provide work training, day care and work In.
centives through earned income exemptions. States are encouraged by favorable
Federal matching to use.these new provisions to full advantage.

It is our understanding that the limitation on Federal participation In AWDO
Is aimed at providing an additional, much stronger incentive for states to reduce
dependency through a constructive employment program. Under the bill, the pro-
portion of all children under age 21 who were receiving AFDO In each state In
January 1967 because of the absence of a parent could not be exceeded for
Federal participation after 1967.

As our population increases and our society becomes more complex, It Is in-
creasingly dilmcult to provide remedies for the numerous social problems that

1262



SOCIAL SECURITY AMENDMENTS OF 1967 I

affect the poor. It s also more difficult for the poor and the deprived to express
their grievances and obtain redress for such grievances.

Faced with the mounting costs of public welfare programs, our country Is
confronted with irate taxpayers who demand that the costs be cut. The freez-
Ing amendment In this bill Is a response to that demand. On the other hand there
Is also a growing demand from those who have long suffered in silence because
they did not know how to express themselves. These are the victims of over-
ealous social work Investigators, the persons whose homes are invaded by

amateur sleuths in search of adult male residents or who are deprived of their
self respect through unwarranted probes of their private lives.

We can set up an arbitrary system of saving money as has been done In the
House passed bill. This will satisfy some of the tax payers, but it may cost more
In the long run because of Increased tensions nad frustrations among the poor
and the deprived. Surely, it is better to carry on our experiments in cost reduction
in a manner that will move the poor back into the main stream of prosperity with-
out causing undue hardship In the process.

The House amendment to H.R. 12080 denies assistance to those least respon-
sible for their plight-the children who happen to be n the class covered by the
cut-off formula.

A very sensible observation on this point was made by Representative Charles
Vanik of Ohio. The following Is his comment which appears on page H 10698
of the Oonoreeekm l Reord for August 17, 1967:

"Coupled with the planning for employment Is a limitation that I believe is
most unfortunate. This says flatly to the states that if the number of children
with absent parents who require assistance grows at a more rapid rate than the
child population of a state, the Federal government will not participate on behalf
of the additional children. This arbitrary cut-off penalizes states and will prob-
ably be most acutely felt In the large cities where this type of dependency occurs.
If the training and job placements work, then there should be a leveling off and
possibly a decline In the number of recipients of aid. In this event, the limitation
is unnecessary and would be inoperative."

If we follow Mr. Vanik's reasoning we avoid the risk of having children suffer
from hunger and other kinds of privation while some well meaning but unpro-
ductive experiments on employment are being tried out. We are a great and a
rich nation. We spend millions on research and experiments in government and
In private industry to Improve the living conditions of farm animals and even
domestic pets. However, we do not stop existing expenditures or programs for the
care of these creatures until we know that the proposed Ideas will work. The
children of our country do not deserve to be handled more arbitrarily and cal-
lously than we handle our cattle, pigs, dogs, cats and pet canaries.

The lives of Americans who will help to guide the future of our nation are too
valuable to be left to develop under harsh and unfavorable conditions that will
be created by regulations and requirements that arbitrarily reduce benefits to
children who have the misfortune of being in a home where a parent s absent.
We ask that the House amendment be deleted.

(Whereupon, at 6:05 p.m., the committee adjourned until Monday,
September 18,1967, at 10 am.)
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Senator ]ARs. Without objection that may be done.
Mr. Hrxzi. Thank you, air.
At the outset we wish to state that the Council of State Chambers of

Commerce believes that some increase in social security benefits should
be enacted and that a new and different approach should be adopted
in an attempt to solve our nationwide public welfare problems.

In appearing before the House ways and Means Committee on
the matter of H.R. 5710, we stated that benefits should be increased no
more than 8 percent, without adopting a cost of living automatic
escalator, and without increasing the maximum taxable wage base
about $6 600. We expressed our opposition to-

(1) the enactment of greater benefit increases which could lead
to annual appropriations being required from general revenues;

() the extension at this time of Medicaid Heath Insurance
to d led persons under age 65;

(8) the federal income taxation of social security benefits; and
[Af the further extension of Federal financial aid and control

of efits levels in Federal-State categorical aid p program
The overwhelming House vote of 415 to 8 i passing H.R. 12080

in our opinion represents due regard for some of the criticisms and
objections voiced by us. H.R. 12080 is in most respects more accept-able than was H.R. 5710 i however, we continue to oppose those aspects
of the current bill which are not in accord with our views and

b . 12080 would provide a 12w-percent benefit increase which does

more than take into account the '.7-percent increase in prices or the
10-percent increase in wages that have taken place since benefits were
last adjusted in 1965. We do not agree that the benefit increase should
exceed the relative increase in prices or cost of living. Also, we do not
agree that the relative increase in wages should be a valid measure for
a proposed benefit increase.

In our prepared statement on pages 4 and 5 and in exhibits I to III,
we estimate that an 8-percent benefit increase would add $9.9 billionin costs over the next 5 years ending in 1072. H.R. 12080, providing a
12% percent benefit increase, would add $17.9 billion in costs over that
period. It would raise $8.5 billion new social security taxes, and yet,
because of the $17.9 billion in new costs, it would reduce the excess
social security tax collections over that period from $31.5 billion to
$22.1 billion. We contend that an 8-percent benefit increase and a re-
tained $6,600 taxable wage base would effect the same reduction in
excess tax collections and would avoid raising $8.5 billion in new social
security taxes. We ask why $8.8 billion in new social security taxes are
being sought at the same time when Federal income tax surcharges and
other tax changes amounting to $17 billion are being sought ancl when
there appears to be a mere token administration and congressional
action to reduce Federal spending I

We object to the prolr-sed 0.4-percent reduction in the OASDLCombined employer-employ tax rate in 1969 and 1970. A decrease in
the tax rate and an increase in the taxable wage base is the reverse of
thepolicy espoused by the Council.

We continue to maintain that an 8-percent benefit increase is reason-
able at this time, and that it can be financed under the $6,600 taxable
wage bass, and we object to its being raised to $7,600.
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We do not oppose the disability insurance amendments proposed in
H.R. 12080. We support the concern of the House Ways and Means
Committee over the extension by judicial decisions of the definition of
disability. We agree there is need for a stricter definition.

In our prepared statement on pages 5 through 8, we have discussed
the effect of R.R. 12080 on young and high-wage employees and on
business and industry. We contend that although H.R. 12080 is not as
costly or disadvantageous as H.R. 5710, it may still lessen the popu-
larity of the social security program among these employees. The
added tax costs of H.R. 12080 will continue to fall more heavily upon
the younger people, and this burden will increase with each succeive
benefit increase that will be enacted in the future.

We believe that a private retirement annuity could be more advan-
tageous to a single person than would social security benefits as pro-
posed in H.R. 12080. We also believe that n.y younger person-
even those with families-would rather have the options of obtaiing
greater cash wages or the equivalent in fringe benefit private retire-
ment annuity purchases, or more disposable income rather than hav-
ing the additional tax burden mandated by H.R. 12080. In comparing
private retirement annuities with social security, the fact that H.R.
12080 is less disadvantageous should be a caution against adopting
the benefit increases proposed in H.R. 6710.

After 1970, the major share of the added burden of H.R. 12080
will be borne by those earning more than $6,600-those whom we feel
not reap a commensurate benefit.

The 1965 amendments to the Social Security Act lifted the 1966
maximum tax per employee 60 percent over 1965. If H.R. 12080 is
enacted, by 1969--a little more than a year away-the maximum tax
per em ployee will be increased 109 percent over 1965. We feel this is
a sigcant and vital comparison, especially as wage increases are
bringing so many employees to or above the maximum taxable earn-

ii'm Tlis can mean an alarming jump in employer costs, especially
for those employers paying high wages.

We do not agree with those who claim that social security taxes
are an insignificant portion of an employer's total costs. Total costs
have been mounting because of a ag te of "insiificant" as well
as significant increases in virtually a components of costs. We do not
share the view held by others that employers will be able to pass all
of the cost increases to the consumer. We believe they more probably
will offset earnings and profits and will reduce incentives and the
ability to expand business and create jobs.

We wish to reiterate our apprehension expressed to the House Ways
and Means Committee that some social security and tax planners seem
to be working-perhaps unwittingly--toward the objection of replac-
ing private pension plans with a mngle overall social security program.
In this respect, we would call attention of this committee to the views
of Mr. Robert Tyson, chairman of the finance committee of United
States Steel Corp., as expressed in his address to the Council of State
Chambers of Commerce last Wednesday, September 18;.A copy ?f
his address will be attached for the record if it is satisfactory, sir.

Senator HAmRn. Without objection that will be done. (See p. 128.)
Mr. HMN ., In it he voices the same apprehension over the grow-

ing competition between private programs and social security, over

1267



SOCIAL SECITY AMNDM N" OF 1967

mounting socil security tax costs, and over the diminishing value of
social security to the young people.

In our prepared statement on pages 8 and 9, we again voice two
concerns which we expressed to the House Ways and Means Com.
mittee. The first relates to the combined effect of a social security and
an income tax increase on the middle-income taxpayers, and to our
contention that certain segments of this vast. group will lose the effect
of the 1964 Federal income tax reduction. The second relates to the
alarn increase in State and local taxation and to our contention that
its burden again falls heavier on the middle-income taxpayers. In
support of our concerns, we have attached hereto as appendixes A
an two relevant and cogent articles from the U.S. News & World
Report. One article published August 28, 1967, is entitled "Tighter
Squeeze Ahead on Middle Incomes." The other, published August 21,
1967, is entitled "The Big Tax Spree in the United States."We be.
lieve these two concerns cannot and must not be ignored by the Con-
gre

Senator HARms. Without objection both articles will be made a part
of the record. (See p. 1278.)

Mr. EHmNix.. Thank you, Mr. Chairman.
The public assistance amendment of title II of H.R. 12080 im-

pose new Federal controls and expand the scope of Federal financial
participation under the AFDO program. Although we deplore this
extenion of control, we support wholeheartedly the new thrust and
direction in public welfare programs developed by the House Ways
and Means Committee. We recognize that the tremendous and unex-
pected growth in numbers of AFDC program recipients-particu.
larly in our large urban centers-justifies to some extent the need for
such controls for the immediate future.

The training of employable welfare recipients has long been con-
sidered by employers to be more desirable than the mere continuation
of assistance payments. Throughout the country, employers already
will be found cooperating with and aiding authorities and other
groups in training and basic education programs.

Critioism has been leveled at the new direction as being repressive
and at the appropriations as being inadequate. We suggest this criti-
cism may not be in line with the mainstream of public opinion. The
earnings offset against public assistance payments has been criticized
as promoting a disinclination to work. We would mention that with
the total tax burden approximating 80 percent of income-and des-
tined to increase substantially-the same disinclination to work or the
disinclination to support public welfare appropriations may occur
among the taxpayers.

The proposal to deny public assistance if work or training is re-
fused or avoided also has been criticized. We see nothing wrong in this
proposal. Its counterpart is found in every State unemployment in-
surane law. If assistance can be denied a person normally in the laborforce ~ it should be denied a person who prefers to remain on
welfare rolls. We believe this proposal is a refreshing change.
We see it as a negation of the attempt to establish an absolute or con-
stitutional right to welfare payments or to a guaranteed income.

The proposed new safeguards for children in undesirable homes,
their protection against wayward parents, the provisions for day care
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centers to help employable mothers on AFDC rolls, the earnings in-
centive for working mothers and children under age 21 the com-
munity work and training programs--all are experimental but lauda-
tory objectives. We recognize that there will be increased costs and
appropriations needed atboth Federal and State governmental levels;
but we feel the objectives and the additional human value to be
achieved outweigh these costs.

We believe the House Ways and Means Committee has taken bold
and meaningful action in these problem areas and has taken pre-
cautions to contain costs and appropriations within reasonable limits

We support section 208 of H., 12080 which will limit Federal fin-
ancial participation in the AFDO program to the proportion of each
State. in January 1967 of children under age 21 receiving aid on the
basis of an absent parent to all children under age 21.

We also support, section 220 of H.R. 12080 -which will limit Federal
participation m State medical assistance programs to families whose
income does not exceed applicable income leve. ';

Both sections 208 and 220 of H.R. 12080 have formulas which have
provoked criticism. Modification of the formulas may be appropriate,
but we hope that any modification will not destroy the import and
intent of these sections.

To summarize, we support an 8-percent social security benefit in-
crease. We Oppose a greater percentage increase at this time and we
oppose an increase in the maximum taxable wage base. There are
other tax and non-social-security problems that cannot be ignored and
social security benefits and financing cannot be considered iii a vacuum.
We are concerned about compounding the future tax liabilities upon
future generations without their consent. We are vitally concerned
with the growing overall tax burden on our, present taxpayers. We
feel our concern is direct-not remote--for these taxpayers are our
customers, our clients, our eml~loyees, and stockholder. We urge this
committee to support the decision, of the House of Representatives
that more tax money is not the only viable solution to our public
welfare problems

Thank you, gentlemen.
Senator Hffms Thank you, Mr. Henkel, you have set forth your

position very well.
Senator Williams -
Senator Wniums. Mr. Henkel, just one question: We all recognize

that as we increase the benefits under the social security program we
automatically increase the costs, and the costs are financed by taxes-
by increased taxes.

Now my question is: To the extent that it is decided that an increase
in tax is necessary to finance whatever increased benefits may be
agreed upon, would you recommend that the tax increase be effective
the same date as the benefits?

Mr. H=x=. I believe so, Mr. Williams. We feel they should be cur-
rently funded. - .-

Senator WiTmux Thepractice his been for it too often, as you well
know, to increase the benefits-- 

Mr. HEbwzr. And to postpone the increase in taxes.
Senator' WT. .And to postpone the increase in taxes, and I

won't say with any intent necessarily, but it just so happens that the

1269



SOCIAL SECURITY AMENDMENTS OF 1967

benefits always go into effect before the election and the tax increasing
into effect after the election. Don't you think it would be a healthy
situation to have whatever tax is going to be necessary to finance the
benefits that are going to be approved b7 the Congress that all of the
people, the taxpayers and the]bneficiaries, all know exactly what the
cost is and have all of that effective the same date I

Mr. HEMN-L. I agree, sir. It is most important that they correlate
benefits to taxes.

Senator WLuMs. Thank you.
Senator HAms. Senator (JarleonI
Senator CARLsoN. Mr. Henkel, I want you to know I appreciate very

much your statement here this morning. I think you called our com-
mittee's attention this morning to some problem we should stop and
take a look at before we enact the proposed legislation and particularly
some of the proposed amendments, and I want to commend you par-
ticularly for this section you wrote on the possible effect of H.R. 12080
on young and middle-income employees.

I find among our young people there is getting to be ever-increasing
concern about the increase in rates, the tax base, and so I think that
it is time we stop and look at this in order that we do not get a program
here that will not at least bring benefits to these young people, who are
at the age of raising families, educating families, who will not be dis-
couraged and they will want to be removed from the program. Did
you hear any of that where you meet People

Mr. HzEKEL. Sir, in my capacity I have quite an opportunity to
talk to employees at all levels, all echelons, andI am-particularly con-
cerned with the expression of frustration that I hear from them at the
mounti Z tax problem. I can't accentuate it enough. I think, Senator,
that it is a tremendous problem, and it can't be overlooked.

Mr. BROWN. In this connection, Senator, I think we might add that
when you increase payroll taxes you add pressure on the part of em-
ployees to try to offset that with increased wages, and this adds further
inflationary pressure, and the whole thing accentuates the vicious
circle we are in in this country today with our economic problems.

Senator CARuo'. Mr. Brown, I had, last week, a petition from a
junior chamber of commerce at Derby, Kans., 92 members, in which
they were wondering if it would not be possible to have a voluntary
type of insurance program providing some of those younger folks

d not want to participate in the Federal social security program and
that was one of the things that led me to make this statement. I think
that the junior chamber of commerce is beginning to get concerned
nationally, as this one locally did, with 92 members, and that we ought
to take a second look at it.

I would ask, Mr. Chairman, that Mr. Henkel's statement on page
7 of two paragraphs be made a part of these remarks at this time. I
won't read it hito t e record at this time

(The information follows:)
We find that 72 percent of the additional combined taxes payable under H.R.

12080 would amount to 3,721.29. This would accumulate at 4 percent interest
to $ ,984.87 in the year 2013. This accumulation would provide a private lifetime
benefit of $81.18 per month. This is almost double the increase In Social Security
benefits of $44 per month that would be provided under H.R. 12080. We recog-
nize that, given the same accumulation, a monthly benefit under a private joint
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and survivor annuity would be less than the increase in the man and wife's
benefit provided in H.R. 12080.

Certainly, when compared with private retirement annuities, H.R. 12080 is
less favorable to a single individual, but it is more favorable in such a compari-
son than was H.R. 5710. We believe that many younger persons-even those with
young families-might rather have the options of obtaining either greater cash
wages or the equivalent in private retirement annuities rather than having the
additional tax burden that would be mandated by H.R. 12080. As H.R. 5710 is
more disadvantageous than H.R. 12080 in these comparisons, we submit this
should be a caution against adopting the benefit increases proposed in H.R. 5710.

Mr. HE.KEL. Thank you, Senator.
Senator HARuus. Senator Curtis has just come in. I wonder if you

would have any questions of Mr. Henkel who is chairman of the
Social Security Council of the State Chamfers of Commerce?

Senator Cuirris. I have none, but I assure you I will read your
statement.

Senator HARRIS. Thank you.
(The prepared statement of Mr. Henkel, with attachments referred

to, follows:)

SUMMARY OF TESTIMONY BY PAUL P. HENKEL FOR THE COUNCIL OF STATE
CHAMBERS OF COMMERCE

1. Support of benefit hicrease.-Sufflclent to compensate for the increased cost
of living. An 8% increase will do this and will require no increase in the taxable
wage base because of greater than anticipated revenues from current tax
schedules. Any increase in benefits greater than 8% should be limited to that
which can be financed through an increase in tax rates rather than an increase
in the taxable wage base. Care should be taken to avoid benefit increases that
will lead to general revenue financing which would be contrary to the ba':c
wage-related social insurance principles of Social Security. These basic pri,-
ciples should not be endangered by making the Social Security Program i11o
another "poverty" effort

2. Support House approved disability dcfinition.-Agree that there is a need
for a stricter definition of disability, as a result of judicial decisions.

3. Taxable wage base increase discriminates against middle income tax-
payers.-No increase in the taxable wage base is necessary or desirable at this
time. The $7,600 proposed in the House is less objectionable than the $7,800, $9,000,
and eventual $10,800 proposed by the Administration. But any increase in the tax-
able wage base would discriminate against middle income taxpayers who are being
lilt hard by Increased and new State and local taxes and now face the prospect
of increased Federal income as well as payroll taxes. While the middle income
taxpayers would potentially be entitled to greater benefits as a result of Increas-
ing the taxable wage base, the increased benefit is not proportionate. This is
especially true when the tax the employer pays is alvo taken into consideration
and it should be since the employer logically considers this an employment cost
which might otherwise be spent on wages or other fringe benefits. Young families
especially might well prefer greater wage and private fringe benefits to increased
taxes.

4. Increasing the ta:able wage base would adversely affect the economy.-
Business Is facing a worsened cost-price squeeze which is forcing up the prices of
consmer goods. Not only will increasing the taxable wage base at this time add to
the pressure for increased prices directly through higher tax costs, but it also will
add to the wage demand pressure in order to offset Increased employee tax costs.
Also to the extent that business is not able to par., the increased cost on the
consumer, there will be less money for busines'i expansion to create more job.

5. Danger of discouraging private pension plan.-Too inclusive, generous, and
costly Social Security liberalizations can lead to the replacement of private pen-
sion plans by a single overall Social Security Program. This would result if Social
Security taxes should become so burdensome and the benefits so generous as to dis-
courage private plans.

6. The combined effect of proposed Social Security and income tair increases
would be especially hard on middle income taxpayers.-Some middle income tax-

88-281 0--7-pt. 2- 85
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payers would lose all benefit of the 1964 Federal Income tax reductions which In
many cases have already been more than offset by moves into higher tax brackets
and Increased State and local taxes.

7. Rep t the necesftv for etenselon of Federal controls over State Welfare
Pogorame.-But, support wholeheartedly the objectives of H.R. 12080 In aiming
to make welfare recipients more self-sufficient through training and employment.
The requirement for appropriate recipients to accept Jobs has a long time prece-
dent in every State unemployment benefit law In the country.

& Support provisions tn H.R. 18080 limiting Federal financial participation in
State Medical Aaettano.-

The following State Chambers of Commerce have endorsed this statement:
Alabama State Chamber of Commerce
Arkansas State Chamber of Commerce
Colorado Assn. of Commerce & Industry
Connecticut State Chamber of Commerce
Delaware State Chamber of Commerce
Florida State Chamber of Commerce
Georgia State Chamber of Commerce
Idaho State Chamber of Commerce
Illinois State Chamber of Commerce*
Indiana State Chamber of Commerce
Kansas State Chamber of Commerce
Kentucky Chamber of Commerce
Maine State Chamber of Commerce
Michigan State Chamber of Commerce
Mississippi State Chamber of Commerce
Missouri State Chamber of Commerce
Montana Chamber of Commerce
New Jersey State Chamber of Commerce
Empire State Chamber of Commerce
Ohio Chamber of Commerce
Pennsylvania State Chamber of Commerce
South Carolina State Chamber of Commerce
Greater South Dakota Association
East Texas Chamber of Commerce.
West Texas Chahmber of Commerce
Lower Rio Grande Valley Chamber of Commerce
Virginia State Chamber of Commerce
West Virginia Chamber of Commerce
Wisconsin State Chamber of Commerce

Cooperating Organization: Utah Legislative Conference.

STATMzxT Or PAUL P. HIxL ON BEHALF or THE COUNCIL Or STATZ
CHAMBaS O COiMMCE.

Mr. Chairman and Members of the Senate Finance Committee, my name Is
Paul Henkel. I am Manager of Payroll Taxes for Union Carbide Corioration. I am
Chairman of the Social Security Committee of the Council of State Chambers of
Commerce and I am appearing on behalf of the member State Chambers of Com-
merce of the Council which are listed at the end of this statement as having en-
dorsed our statement. Accompanying me is Mr. William R. Brown, Associate Re-
search Director of the Council.

We thank the Committee for the opport nlty to appear at this public hearing on
a matter of such broad scope and importabce.

At the outset, we wish to state that the Council of State Chambers of Com-
merce believes that some Increase in Social Security benefits should be enacted and
that a new and different approach should be adopted in an attempt to solve our
nationwide public welfare problems.

It might be helpful to summarize the position of the Council stated before the
House Ways and Means Committee when It was studying the Administration's
Social Security proposals in H.R. 5710. We stated that benefits should be raised

*In general ageem~et with statement. Plans to file a supplemental statement on certain
public esitance .1;& onf-O.
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not more than 8% without adopting an automatic "cost of living" escalator and
without raising the maximum taxable wage base above $6600. We stated further
that any greater Increase in benefits at this time should be limited to that which
could be financed through an increase in tax rates rather than an increase in the
taxable wage base. We expressed opposition:

-to the enactment of greater benefit increases which could lead to annual
appropriations being required from general revenues;
-to the extension at this time of Medicaid Health Insurance to disabled per-
sons under age 65;
-- to the Federal Income taxation of Social Security benefits; and
-to the further expansion of Federal financial aid in and control of benefit
levels In existing Federal-State categorical aid programs.

The House Ways and Means Committee made an exhaustive study of H.R.
5710, holding three weeks of public hearings and sixty-four executive sessions.
That Committee performed a remarkable task In developing H.R. 12080 and we
are mindful and appreciative of that fact. The overwhelming House vote of 415-3
in passing H.R. 12080 In our opinion represents due regard for some of the cau-
tions and objections voiced by us. H.R. 12080 is in most respects more acceptable
and palatable than was H.R. 5710. However we continue to oppose those aspects
of H.R. 12080 which are not In accord with our viewpoints, policies and objectives.
Increases in social security benefits

H.R. 12080 would provide a 12%% increase In benefits. This does more than
take into account the 7.7% increase in prices or the 10% Increase in wages that
have taken place since benefits were last adjusted in 1965. We do not agree that
the proposed increase in benefits should exceed the relative Increase in prices or
costs of living. Moreover, we do not agree with the contention that benefit in-
cieases should equal or exceed relative wage increases. H.R. 12080 would ac-
complish the latter. It has been contended that the past employment of the cur-
rent beneficiaries has contributed to the affluence of our present society and they
therefore should share in this affluence through excessive Increases in Social
Security benefits. This contention does not square with the wider-held view-
which we share-that benefits should be related to past earnings, and if neces-
sary, should be adjusted periodically to reflect changes in living costs.

We are not unaware of the claim that Social Security benefits are inadequate in
many instances. We believe that there are other existing programs that should be
relied upon for supplementation, viz.: the Old Age Assistance Program and state
welfare programs.

There is attached to our statement Exhibit I which presents a summary of the
short range estimates-for years 1968 through 1972-of the OASI and DI trust
fund operations.1 It shows that the 12%% benefit increase will add $17.9 billion
to present costs over the next five years.

We estimate that an 8% increase In benefits would increase the benefit and
administrative expense costs by only $9.9 billion over the next five years-a reduc-
tion in costs of approximately $1.0 billion a year. We believe an 8% increase
could be accomplished with an approximate benefit formula of:

68% of the first $110 Of the average monthly wage,
24.5% of the next 290,-
281% of the next $150.

We have attached Exhibit II which displays a comparison of the effect of an
8% and a 120% benefit increase on the benefit formula and on the'5-year costs.
We have also attached Exhibit III which displays selective monthly primary
insurance amounts obtainable under an 8% and 12A% benefit increase. You will
note that an 8% benefit increase would provide a currently available range In
the monthly primary insurance amount from a minimum of $50 to a maximum
of $153.40. The ultimate maximum monthly benefit of $181.50 would be obtainable
in the year 2005. We believe this would be a reasonable benefit increase at this
time.
HoCtal security dieabflitIV MWurafnoe benefits

We do not oppose the disability, insurance amendments, proposed in H.
12080. We are particularly Interested in the concern of the House ways and
Means Committee over the extension by judicial decisions of the definition of
disability. We agree that there Is a need for a stricter definition.

Source: Tables IV and V. p 041 and a11, House Report No. 6.
'Pages NV3-41, Houre
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The taiueblo wage base
We continue to maintain, as we did before the House Ways and Means Cow.

mittee, that the taxable wage base need not be increased above $0000 it order
to finance an 8% benefit Increase. We do not agree that a $7000 wage base proposed
In HR. 12080 Is necessary at this time.

We wish to mention, too, our objection to the proposed .4% reduction in the
OASI combined employer-employee tax rate In 1009 and 1970. This of course will
postpone the Impact of a $7600 wage base. Perhaps, too, this move has been
made in anticipation of, and to mitigate the effect of, the expected temporary
Federal income tax surcharges. In any event, concerning the financing of social
security, an Increase in the wage base and a decrease in the tax rate Is the reverse
of the policy of the Council.

You will note on our Exhibit I that over the next 5 years the present law will
provide $155 billion in taxes and will pay $123.5 billion In benefits. This will result
In $81.5 billion excess Social Security tax revenue that will be used for other
governmental spending purposes.

Over the next 15 years, H.R. 12080 will provide $103.5 billion in taxes-an In-
crease of $8.5 billion; it will pay $141.4 billion In benefits-an increase of $17.0
billion; and excess Social Security tax revenue will be M22.1 billion-a reduction
of $9.4 billion.

We have Indicated on Exhibit 11 that an 8% benefit Increase might cost $9.0
billion more over the next 5 years. If the taxable wage base of $600 were to be
retained and the benefit Increase were to be held to 8%, this combination
would aiso reduce excess Social Security tax collections over the next 5 years
to $21.0 billion.

Essentially, therefore, Ht.. 12080 collects $8.5 billion more in additional taxes
(and relies In part on present taxes to the extent of 49.4 billion), to provide
$17.9 billion in additional benefits. Yet there is still a $22.1 billion cushion re.
mining at the end of the 5-year period. The same result could be obtain(]
tider our recommendations-increasing benefits by 8% and retaining the $000

taxable wage maximum.
We ask why $85 billion additional excess Social Security taxes are being sought

under 11R. 12080 when Federal Income tax surcharges and other tax Increases
totaling $17 billion are being sought at the snine time, and when there appears
to be mere token action by the Administration and the Congress to reduce Federal
spending?
Possible offoots of H.R. 12080 on Vouag and middlo-income employees

We believe that the tax costs of HR 12080 may tend to lessen the popularity
of the'Social Security program among the young and middle-income employees.

Under H.R 12080, the additional taxes to be collected through 1070 wIll be
derived solely from wages and self-employment Income in excess of $000. The
major advantage will not be reaped by those who will bear the added tax burden.
Thereafter, the added tax costs under H.1. 12080 will continue to fall more
heavily upon the younger people-and thigh burden will Increase with each
successive increase In scheduled benefits which will be enacted in the future.
This is why we continually have urged moderation in liberalizing benefits under
the Social Security program.

The proponents of Social Security tax increases are prone to accentuate the
accompanying Increase in benefits but they minimize the postponement of such
increases to the remote future. They minimize, too, the disparity in the benefit-
wage replacement percentage which is advantageous at tie lower end, and dis-
advantageous at the higher end, of the benefit schedule. The disadvantage at
the higher end will be accentuated by the proposal to limit a wife's benefit to a
stated dollar amount-$105. This proposal we oppose.

When we testified before the House Ways and Means Committee on H.R. 5710,
we Included data designed to show that disregarding disability and survivor-
ship protection, a younger employee might accumulate a greater retirement
through private annuities rather than through the payment of additional taxes.
We cited this In line with our apprehension that H.R. 15710 tax costs could
make the program less popularwith the young people..

We found thqt the Social Security Administration considers disability and
surivorsbip benefit protection to account for 28% of the costs of the OASDI
program. Accordingly we have made a recomputation of the comparison between
private retirement annuities and Social Security benefits--using for accumula-
tion purposes only 72% of the additional combined employer-employee taxes that
would be payable under H.R, 12080. We know the Social Security AdministatIon
takes the position that the employer tax does not accrue to a given employee's
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benefit but It Is considered to be paid to provide benefits generally. We disagree
strongly with this position. Any employer can testify that an employee looks upon
the employer Social Security tax as a payntment to purchase his own "fringe
benefit", and if this were not so, the employee would want the equivalent of the
tax as a wage payment.

In making a recomputation, we assumed a person aged 21 In 1068 had maximum
taxable earnings throughout his career until he attained age 05 in the year
2013.

We find that 72% of the additional conbled taxes payable under 11.It. 12080
would amount to $3721,20. This would accumulate Q 4% Interest to $9,084.87 In
the year 2013. This accumulation would provide n private lifetime benefit of $81.18
per month. This Is almost double the Increase in Social Security benefits of $44
per month that would be provided under 11.11. 12080. We recognize that, given the
:mine acumulatlon, a monthly benefit mder a private joint and survivor annuity
would be less than the Increase In the man and wife's benefit provided In II.R,
12080.

Certainly, when (omlalred with private retirement annuities, I.R. 12080 Is less
favorable to a shigle Individual, but It Is more favorable in such a comparison
than was 11.lt. 5710. We believe that many younger persons--even those with
young famiillee.-nmlght rather have the options of obtaining either greater cash
wages or the equivalent In private retirement annuities rather than having the
additional tax burden that would be mandated by II.R. 12080. As H.i. 5710 Is
nore disadvantageous than llt. 12080 In these comparisons, we submit this
should be a caution against adopting the benefit Increases proposed it HI.R. 5710.
The effccl of H.R. 12080 opt b'e lncee and industry

The 1905 amendments to the Social Security Act lifted the 19W0 maximum tax
per employee 00% over the maximum in 1905. If II.R, 12080 Is enacted, by 1000--
a little more thtin a year nway-the maximum tax per employee will have been
Increased 109 over 10,35. We feel this Is a vital and significant comparlson-
e~specially as; wvage Increases are bringing so miany employees to or above the znaxt-
mnum taxable earnings. This can inean n alarming Jumup In employer costs--par-
ticuiarly for the employers and industriem paying high wages. We do not agree
thant It is valid to contend that Social Security tax costs are an Insignificant por-
tion of an employer's total costs and thus are bearable. Total costs have been
mounting because of an aggregate of "Insignflcant", as well as significant, In-
creases In virtually all components of costs. In fact, increases In payroll taxes of
themselves create pressures for further wage Increases.

We do not share the view held by some that employers will be able to pass all
of the Social Security cost Increases to the consumer. It is our view that they
more probably will offset earnings and profits and will reduce Incentives and
ability to expand business and create Jobs.
The effect of H.I. 18080 on private pension plans

We wish to reiterate our apprehension expressed to the House Ways and Means
Committee that some tax and social security planners seem to be working-per.
hops unwittingly-toward the objective of replacing private pension plans with a
single, overall Social Security program. An overly-liberal Social Security program
can endanger private pension plans whether or not they are Integrated with the
Social Security program. Integrated plans can be forced to provide greater pen-
sloi benefits for the lower-paid employees at the expense of reducing benefits for
higher-paid employees. Non-Integrated private plan costs and rising Social Secu-
rity taxes could become so burdensome that such plans might have to be discon-
tinued. We contend this was not the original purpose, and should not be the
future purpose, of the program.
The combined effect of eooal security and Inome tax Increase

We pointed out to the House Ways and Means Oommitee that the middle-
income taxpayers would be the most disadvantaged group under HR. 6710 and a
0% Federal income tax surcharge. The tax effect under H.R. 12080 Is notas
extreme as that under H.R. 5710; however, the income tax surcharge now being
considered Is 10%. Our contention Is verified and updated by a recent article
entitled "Tighter Squeeze Ahead On Middle Incomes" in the August 8, 1007
issue of the U.S. News and World Report. A copy of that article Is attached as
Appendix A for this Committee's consideration. The updated article also confirms
our contention before the House Ways and Means Oomlttee that certain middle-
income taxpayer groups will have lost the benefit of the 1964 Federal Income tax
reduetioni
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8tate and locsl tai burdens cannot be Ignored
We also indicated to the House Ways and Means Committee that the Increasing

burden of state and local taxation on the niddle-income taxpayer must not be
Ignored by the Congress. The U.S. Bureau of the Census has Just published State
and local tax data for the fiscal year 196W. Per capita State and local taxation is
at a national average of $20 and is increasing at rate of 10% per year. The
State of New York leads the states with a per capita figure of $4101 The Census
Bureau figures, please note, involve only taxes--not other types of governmental
revenue which are becoming more important, too.

State and local taxation is assuming alarming proportions. This growth is due
In part to the expanding economy, but It is also due in considerable part to eon-
stant and widespread increases in tax rates and the Imposition of new taxes at
both state and local levels.

In support of our concern over growing state and local taxation, we have
attached as Appendix B another article entitled "The Big Tax Spree In the
U.S.", from the August 21, 1067 Issue of the U.S. News and World Report.
Public welfare program changes

The public assistance amendments of Title Ii of IIR. 12080 Impose new Federal
controls and expand the scope of Federal financial participation under the AFLC
(Aid To Families With Dependent Children) program . Although we regret the
necessity for this extension of Federal controls, we support wholeheartedly the
new thrust and direction in public welfare programs developed by the House
Ways and Means Committee. We recognize that the tremendous and unexpected
growth in numbers of AFD program reciplents-particularly in our large urban
centem--Justlfies to some extent the need for such controls for the immediate
future.

The training and retraining of employable welfare recipients has long been
considered by employers to be more desirable than the mere continuation of
assistance payments. Throughout the country, employers will be found cooperating
and aiding authorities and other groups in employment training as well as basic
education programs. Three sources of concern to employers, however, are: (1)
to avoid training for useless or obsolete employment skills; (2) to maintain the
ability to furnish job opportunities to an expanding labor force, and (3) to foster
and preserve the Incentive to work.

We note that many well-meaning public welfare officials have critlced both
the proposed new directions and limitations on Federal financial support. They
consider the new directions to be repressive and the flincial support to be in-
adequate. In this respect, we suggest they may not be in the main stream of
public opinion. They have called attention to the disinclination to work that
springs from the offset of earnings against assistance payments. We, in turn,
would call attention to a parallel and more critical problem. As the total tax
burden approximates 30% of income-and seems destined to Increase sub-
stantially-the same disinclination to work or the disinclination to support public
welfare appropriations may occur among the taxpayers. We suggest, further,
that these officials bear In mind that they are not talking about the Government's
money, they are talking about the people's money.

Criticism has been leveled against the proposal to deny public assistance if
work or training is refused or avoided. We see nothing wrong in this proposal.
Its counterpart Is found in every state unemployment Insurance law. If assistance
can be denied a person normally in the labor force, it should be denied a person
who prefers to remain on the welfare rolls. We believe this proposal Is a re-
freshbig change. We see it as a negation of the attempts to establish an absolute
or constitutional right to assistance payments or to a guaranteed income-
Independent of the ability or desire to work.

The proposed new safeguards for children in undesirable homes, their pro-
tection against wayward parents, the provisions for day care centers to help
employable mothers on AFDO rolls, the earnings incentive for working mothers
and children under 21, the community work and training programs-all arm
experimental but laudable objectives. We recognize that there will be in-
creased costs and appropriations needed at both Federal and State government
levels; but we feel the obJeetives and the additional human values to be achieved
outweigh these cos

We believe the House Ways and Means Oommittee has taken bold and mean.
ingtul action in these problem areas and has taken precautions to contain costs
and apprortatins within reasonablelimitA

We support Section 208 of HR. 12080 which will limit Federal financial
particIpation in the AFDO program to the proportion in each state In January
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1907 of children under age 21 receiving aid on the basis of an absent pr'nt to all
children under age 21.

We also support Section 220 of lilM. 12080 which will limit Federal participa-
tion In state medical assistance programs to families whose Income does not
exceed applicable Income limitations.

Both Sections 208 and 220 of 11.1. 12080 have formulae which have provoked
criticism. Modifications of the fornmilne may be appropriate, but we hope that
they will not destroy the Import and Intent of these sections.
Conclusion

To summarize, we are not opposed to a reasonable Inerease In Social Security
benefits when they are, In our opinion, properly funded. We believe that there are
other tax problems that must be considered In determining the wisdom of In-
creasing Social Security taxes. We have stre.sed the point that the problem of
Social Security benefits and financing cannot be viewed In a vacuum. We oppose
liberalization of benefits that will compound future tax liabilities to be borne by
future generations. We have emphasized our concern over the tolal tax burden
on citizens. Our concern Is direct-not remote-for they are our customers, our
clients, employees and stockholders.

In closing, we wish to answer those who are critical of our society as being
apathetic, uncommitted, uninvolved and unfeeling In matters of public assistance.
They have failed to consider the countless billions of total Federal, State and
local tax appropriations that have been ratified and endured by the people since
World War I for the purpose of curing our society's Ills-and those of other
countries as well. Rather than accept this Indictment, It seems appropriate for
our citizens to ask for a better accounting as to why this staggering past tax
burden has not produced better results. We think It is time to support the decision
of the House of Representatives that more tax money is not the only viable
solution to our public welfare problems.

SUMMARY OF SHORT-RANGE ESTIMATES OF OAS AND DISABILITY INSURANCE TRUST FUNDS

II billions]

Plsen law Proposed In H R. 12080 H.R. O ve u lw

Taxes Benefits' Difference Taxes Benefits I Difference

OASI PROGRAM

is" ....... $24.1 $20.6 +$6 $143 S2& +$
1969 ........ 28.0 21.4 6 . 2
110 ........ 29.3 22.3 2. 2. 0
1971 ........ 30.1 23.2 61 3.11 26.5
1912 ........ 30.9 24.1 6.8 33.5 21.6 5.9

I1 IS tas..............23
Total. 142.4 1.6 30.8 145.1 121.8 11.9 {Inbenebt +1. .2

-- _ _ti excess taxes ......... -12.9

DISABILITY INSURANCE PROGRAM

15 2.4 .1 3.6 2.7
1972.........1 2.4 .1 3.7 3.

I- -. . .1texes ....... ... .2
Total. 12.6 11.9 -. 7 17.8 13.6 4.2 (Iseseita ....... 11.7

= -- ---- -.-- - tin excess taxes............ +3.5

CASI AND DISABILIfY INSURANCE PROGRAMS

t ....... 26 4 72
.30. . 2 .1 . ,.1 + J3i 1l .1 .

3.6 26. 6.63Sa
lin teses ........... -- 8

Total. 155.0 123.5 31.5 163.5 141.4 22.1 (Inbee ts ... +-1.
Iln xcm taxes ......... -9.4

xAnd dminlktrtst expenses.

Source: p. 90.41, H. Rept. 544, Aug.7, 1961.
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EXHIBIT II.-OASI AND DI PROGRAMS

PRESENT AND PROPOSED PIA BENEFIT FORMULA AND BENEFIT COSTS'

11. percentage of avsre monthly wan; dollar amouua in billonl

Presen p 8v :t 12HPrcnt
Increase grease'

Beel lomua:

Tlielirt OotheAMW ............... ....... . 97 68, $.
Th t $0 Ot AMW................................ .. $
TmBo om'; 50 jte AMW ................................ 4 23.1
Then ead the AMW ................................. ......................... .

5.yearOASI&ad 01 bncit ooba:) 2...................................... ........ $2 " 2L 0
12...................................... . 21C63"28.8 1F 30.54

$e tt ............................................... 123.56 133.18
I MISS*.. .....,............oe..... ..................o....... . -o.. .. -. o-.. 1 2 +

STablMe IV aV pp. 90.-1, H. Rop 544,

EXHIBIT Ill.--MONTHLY PRIMARY INSURANCE AMOUNTS' UNDER SELECTED AVERAGE MONTHLY WAGES

A= P Brat aw Benets Inmasd-

wage a percet InR.Mrm~t

$67 $4.$000 MO0O0
68 45.50.00 50.70
80 1.o 550 57.40

7.20. 64.20
150
200 0710012

30 124.20 134.
400 1359 14q8s80
427 142. 197 1540 (1967 I ("16)
450 146. ( 10 (197!) 164.30 (1970)
500 1~ ( ) 1860 , (1 1 8.0 (97S(w )a 181.50

'Assumin maximam taxable earalos darks career from ale 21 through age 64.

[]From U.S. News & World Report)

TiOam SQUUMZ AHRAD ON MIDDLE INoOMES

Ws the middle.Income family that gete pinched hardest by. rIsing
prices and proposed higher taxes.

Even now, middle-lass people are hard-premed, many having to
eoononmle.

What woles builnem Is the threat to a prime market for goods.

A point ¢t is beginning to worry business: Millions of people In the middle
ranges of income are caught In a squeeo, and this squeeze Is going to get worse
If federal taxes are mised as now proposed.

The doube blow of higher income taxes and higher Social Security, taxes would
fall relatively harder on .this middle4ncome group than on any other.

.This is also the group in which the typteal family Is most likely to feel the
worst pinch of LnOaftlon. Some of the sharpest prie, Increases of al how up In
the ye7 itmAi that dmninate the fading o man middle-ioonme families
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Vaal but vvInerablO market

What worried business Is that this vulnerable group makes up a vast and vital
market for goods and services of all kinds, In ninny key lines of business, the
middle market Is so Important that any sizable reduction In the group's buying
power spells trouble.

In the Income group from $7,500 to $15,000 are one third of all American
families, and they get 45 per cent of the country's total family Income.

These people buy 44 per cent of all the new cars sold in this country, and 40
per cent of the used cars. Three out of four buy some appliance or major item
of furniture each year. About 75 per cent own their homes, and 95 per cent own
at least one car.

These figures, from the University of Michigan Survey Research Center, dem-
onstrate why businiss views the iniddle-income squeeze with some alarm.

Note what the tax proposals now hI the works in Congress would do to a
middle-bracket family.

The Social Security tax, now $290 a year at the top, would rise to $334 for
anyone earning $7,600 a year.

This is Just as steep a dollar increase as would apply to a man earning $25,000
or $W0,000 a year. At lower levels of pay, below $O,00 a year, there would be no
Increase In Social Security tax at all until 1069.

As for the federal Income tax, once more those ii lowest brackets would be
spared any Increase. All others, including people In middle brackets, would pay a
surtax of 10 per cent

Take a family of four with an Income of $15,000. Soclal Security tax would go
tip $44. Income tax would rise from $2,002 to $2,208, an increase of $206. Total
hike In federal taxes: $250.

On top of that, this familly's State and local taxes are almost sure to be going
up. A typical increase here would be at least $50 to $60, probably more if the
family owns a home and pays property taxes.

All told, this family faces Increases adding up to $300 or more. For a family
at that income level, probably already straining a bit to make ends meet, an extra
$300 in taxes comes as a major blow.

Pri es rises, too
The squeeze will hurt especially when the tax increase is piled on top of a

succession of price Increases.
To hold his own, a family man in these circumstances must have a substantial

raise in pay. Ip fact, as shown by the chart on page 31, a pay raise of 5 per cent
Is not enough. The proposed hikea in federal taxes alone-Income and Social
Security-are more than enough to wipe out all the benefit of the tax cut voted
by Congress In 1004 In the case of families earning $7,500 to $11,000 a year.

Other families-those below $7,00 at~d those above $11,000-generally would
retain part of the benefit of the tax reduction of three years ago.
Widespread complaints

From all over the country come complaints from middle-income people who are
already feeling the squeeze and are worrying over the additional plnch of higher
taxes. Congressmen's mali front home is filled with protests against rising prices
and rising taxes.

A random sampling of the mood of people reveals growing worry over the
Income squeeze. Taxes and prices and the strained family budget, more and more,
dominate ordinary conversation.

Many people contend the prices they pay are obviously rising much faster
than the 8 per cent yearly rate shown by the cost-of.living Index, and are puzzled
by iho official figure..

It Is true that, for millions of People in thp middle and upper brackets, the
official Index does understate the rise. That index Is based on only a "modest"
standard of living, and thus does not reflect many of the "extras" for which
people spend their money.

'lake, for example, the family with a child or two in college. Here the squeeze Is
probably worst of all. I -

Such a family, if in the mniddle-income range. Is likely to find college cost the
biggest Item in the budget. Yet, on the official index, education cost accounts for
an almost negligible fraction of the cost of living.

IAte surveys show another ike In college fees tarting in September, Charges
well above $8,000 a year are widespread. Few items of family cost have risen so
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sharply. And scholarship aid is limited for the children of middle and upper.
Income families,

That Is just one Item that tends to fall heavily on the middle group. There
are many others.

In gromel.g family, many coat,
Typically, the middle-Income family Is headed by a youngish white-collar

worker with the extra expense of providing for children in a range of ages.
Medical expenses for this family are a considerable Item. These costs are climb

Ing much more sharply than the general cost of living.
Shoes are way up in price and it takes a lot of them for growing children. Auto

Insurance Is skyrocketing, and Just about every middle Income family owns a car
or two. 'he occasional dinner out Is a treat that some families report they have
given up. Prices in better restaurants are jumping.

With youngsters coming along, the family begins to need a home, of its own.
House prieve are always a shock, and the trend Is still sharldy upward. Building
costs are rising. So are land prict. Mortgage costs are at or near the highest In
many years. Often the buyer must pay "points" to get a loan. And this means an
added cash cost. Settlement charges are up. Required down payments have been
rising.

An analysis of department-store ads In newspapers, Just completed by George
Neustadt. Inc., of New York, shows that goods In the middle-price range have
tended to rise more sharply than those, in lower and upper ranges. Items (over-l
by the analysis included men's sumnner suits, women's wash dresses, living room
suite, lamps, air conditioners.

A common complaint Is that the sharpest price rises have seened to center
In the kind of items that people cannot very well avoid buying-that Is, unless
they are willing to change their way of living.

On the other hand, purchases of some of the items most stable in price van bW.
deferred. Refrigerators and other major appliances are examples.

"Ler's hold Off."
A report from Los Angeles on the atlitude of consumers:
"The most fundamental effect of rising living costs here appears to be that

most people are making do with what they have. The favorite exprerslo today
is, 'Let's hold off until next year.' Most people are putting off such major pur-
chases as a new car, living-room carpeting, kitchen range, or profe .nlonal land-
scaping of their yards."

From a family man in Houston: "One thing we're doing these days is avoiding
charging at stores. It's almost too convenient, and before you know It, you've
run up big bills. Also, we're finding we can delay purchaRes of clothing and the
trade-in of a car."

From Detroit comes the word that a buyer waiting for the 1008-model carsi
will pay price increases averaging $75 to $100.

Detrolters complain of a whole rash of price inreases. Haircuts are going up
a quarter to $2.75 weekdays and $8 on Salurdays. City water, milk, clgarette.4
and orange Juice are all up. Shoeshines have been increased to 35 cents, and a
bootblack commented: "It's a real cheapskate who can't give mv a 15-cent tip."

The pinch is hurting In Chicago, where people complain about increases in
cigarettes, gasoline, rent, food, utilities, bus fares, other things. Apartment
dwellers typically are having to pay about 0 per cent more when their leancs
expire. For new tenants, rents are up around 10 per cent over a year ago.

In New York, apartments in desirable areas are being offered on new leases
at rents up 20 per cent or more.

It's getting so people have to think twice before going to a movie. Said a
New York movie-goer: "The least you pay to see a good movie in New York in
a decent neighborhood Is $2.50.11

Small businesses and property owners are squeezed, Just as are consumers. In
San Francisco, the owner of a 80-unit apartment houa'e reports that his taxes
are up 20 per cent In Just the last year, and adds: "I have not raised rents for
some time, but now I'm going to raise them." Another apartment owner: "Repairs
of all kinds are prohibitive."

One stats, "Blaco Tuesday."

Californians, In particular, are complaining about State taxes. The legislature
has just adopted the biggest tax Increase ever voted In any State.
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On August 1, the day a first large portion of the California tax increases took
effect, a family man in Los Angeles wrote a friend in the 1,ast: "This Is my
mad-at-the-world morning-Black Tuesday, I guess it could be called. Governor
Reagan's 043-million.dollar tax Increase goes Into effect. Sales tax up I point to
a total of 5 per cent, State and local--a sizable Increase for a five-member family
-- cigarettes up 4 cents a package to be hicreased another 3 ents In October,
State income tax up an average of 60 per cent. On top of that, I face a healthy
Increase In property taxes. ues i'll have to quit smoking, and if I had not
already stoppKl drinking, that would go too. I'm serlosly thinking of asking
for either a raise or a transfer to some Miheroneslan Island."

That saMine attitude, In varying degrees, shows up among consumers across
the country, especially those in [te hard-lores.sec middle group.

.Many, of course, are getting pay ral. s suffhilont to slay ahead. Other millions
are falling behind fit this race with inflation and taxes. Big question: Will
the squeeze on inildle Incomes slow or reverse the current pickup fit total con-
sumer spending?

(Fronm 11... News & World Ileporti

TIIE Ilia 'lAX SrRz." IN Tim U.S.

When the President called for higher federal taxes, lie Joined a
parade already rolling In statehouses, courthouses, city halls.
Nothing like this proliferation of taxes Ires ever been seen before. A
report on new levies-and a look ahead.

511ORTED FROM A 'Ross Ti1 COUNTRY

From one end of the Inited States to the other, a scramble is on for new tax
money.

Nothing to equal this tax-ralsing spree has ever len reen before.
It Is going on in statehouses, city halls, courthouses, and in the U.S. Capitol

tit Washington.
All told, baped on the federal tax hikes now proposed plus a succession of

State and local tax increases, the rise it total tax collections is estimated at
14.5 billion dollars this year and n record 23A billion next year.

Thus, there is the pro.4pect of Increases adding up to 38 billion dollars in
just two years. This rise in collections will result partly from expected growth
in the U.S. economy, which means an expamnding tax base, and partly from new
taxes and Increased rates on existing taxes.

1This Is the story that emerges from a check across the country and from a new
study by the Fconomle Unit of "U.S. News & World Report."

Even without the current round of tax Increases, it was estimated by the
Economic Unit study that, out of a fanilly Income of $10,000 a year, roughly
30 per cent, or $3,000, Is drained off In taxes of all kinds, both direct and Indirect,
open and hidden.

In addition to all that, people's incomes right now are being hit by a new rash
of price Increases. Some experts say that inflation Is the severest tax of all,

"Profound danger." The Bank of America, taking note of the repeated tax
hikes and proposals, warned of the "profound danger" of "spiraling tax increases."

In Washington, the House Ways and Means Committee set hearings to begin
August 14 on President Johnson's plan to add a 10 per cent surcharge to the
taxes of Individuals and corporations%

The same Committee had just approved a bill to raise Social Security benefits
and tMe payroll tax to support them.

These two tax proposals alone would add up to Increases of 11.5 billion
dollars a year.

At the same time, Congress Is getting ready to raise postage rates-in effect,
one more tax that will add to personal and business costs.

State Income taxes are going up, and some new ones are being tidded. Local
income taxes are spreading. Sales taxes are up In many places. Property taxes
keep going up year after year, and 1907 is no exception, Fees knd charges of
many kinds are being raised.

This year, 21 States have imposed new taxes or materially Increased old ones.
Literally thousands of cities, towns, counties, school districts and other units
are raising taxes.
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All told, there are 80,000 taxing jurisdictions in the United States, and a sub-
stantial number of them raise taxes every year.

Signs of revolt. This year, the increases have been so stiff that, in some Jurisdic.
tions, there have been evidences of a taxpayer revolt. Many bond issues have
been voted down. In a few places, there have been demonstrations to protest
increases.

In Texas, two mayors who supported a bill in the legislature to authorize
city sales taxes were subsequently defeated for re-election.

Yet the drive for more and more tax money to finance a rise in spending goes
on, with no end in sight

California's legislature, at the urging of Governor Ronald Reagan, has Jut
passed the biggest tax Increase ever imposed by any State.

Income taxes for some Californians are doubled. Rate of the State sales and use
tax went from 8 to 4 per cent on August 1. The cigarette tax was raised August 1
from 8 cents to? cents a package, and will rise on October I to 10 cents.

That's the story in a State where all the emphasis of a new Administration has
been on holding down spending.

Michigan, under Governor George Romney, has adopted a State income tax
for the first time. The rate is 2.6 per cent on personal income. It Is 5.6 per cent
on corporations and 7 per cent on financial institutions.

These income taxes were added to a sales tax of 4 per cent on goods and many
services in Michigan. State fees of various kinds are being marked up-drivers'
licenses, marriage licenses, admission fees for State parks.

Nebraska has added an income tax for the first time, as well as a new sales tax
of 2% per cent. The income tax, effective January 1, will fluctuate front year to
year, depending on revenue needs.

West Virginia, as well as Michigan and Nebraska, has added a tax on corpora-
tion Incomes. With these three additions, 40 of the 50 States now tax corporations
on their earnings.

As for personal income taxes, the addition of Michigan and Nebraska means
that 38 States are drawing on this source of revenue.

Five States have raised personal income taxes this year-Maryland, Vermont,
Montana, Iowa and California.

Corporation taxes have been raised by six States-Maryland, Montana, Ten-
nessee, Iowa, California and Minnesota.

Two more States have adopted sales taxes-Nebraska and Minnesota. There
are now only six States left that do not have sales taxes. iIght States have raised
sales taxes this year. A good many localities have adopted new sales taxes or raised
old ones.

The typical State sales tax Is 3 per cent, but rates go as high as 5 per cent In
Rhode Island and Pennsylvania.

Al States tax gasoline at rates that go as high as Washington's 9 cents
a gallon. Eight States have raised gasoline taxes this year.

Cigarettes are taxed in all States except North Carolina, where a proposed
tobacco tax was narrowly defeated recently. Seven States raised cigarette taxes
this year. Rates go as high as 11 cents a pack in New Jersey, Texas, and Wash-
ington. In New York City, the combined State and city tax Is 14 cents a pack.

Illinois has raised a whole assortment of taxes, including those on sales,
gasoline, cigarettes, utilities and corporate franchises.

North Carolina, in an unusual move for 1907, cut the Income tax by raising
exemptions for dependents. Kansas reduced the bottom-bracket rate. Missouri cut
the State property tax.
Ta'es on top of taxes

In a good many areas, income taxes are being doubled up, with both State and
local taxes being piled on top of the federal tax.

k striking example I Maryland, where the 1907 legislature n6t only raised
the State income tax sharply but also tacked on local Income taxes.

The old Marylanl tax was 8 per cent. The new tax begins at 2 per cent, rising
to 5 per cent on all over $8,000. In addition, local governments were required to
impose taxes of their own equal to one fifth of the State tar, and were authorized
to go as high as one half of the State tax. The city of Baltimore Is Imposing the
full one half. This means the total tax is more than doubled.

New York, a city In trouble, has stacked a local intcie tax on top of the State
tax, which itself is one of the highest In the country.

The Los Angeles city council on August 8 rejected, for a second time, a pro-
posal by Mayor Sam Yorty to Impose a payroll tax on both residents and com-
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reuters. The mayor had hoped to cut the property tax, which he considers too
high. Now there Is speculation that the property tax will have to rise.

The property tax in many areas is the one that produces more citizen com.
plaints than any other.

In New Jersey, local property taxes are reported by the New Jersey Taxpayers
Association to have jumped from 640 million dollars to $1.45 billion in just 10
years.

In Newark, a house worth $20,000 on the market pays a real estate tax of
$1,552. That is an increase of 34 per cent In Just three years.

Newark's Robert Treat Hotel In 1064 completed an expansion that increased the
number of rooms from 272 to 488. The hotel's real estate tax had been $96,464.
This year, a tax of $411,280 was assessed. The hotel Is appealing.

Newark's problem, like that of nny cities, Is primarily the skyrocketing cost
of welfare. Negroes have flooded into the city in recent years.
Lid on property taxes?

Local governments still have to get along primarily on the property tax, al-
though more than 2,000 cities, towns, counties and other local units have adopted
income taxes to provide additional revenue.

Now the word from many areas is that local officials are warning there Is
a practical limit to the yearly rise in property taxes.

In Montgomery County, Maryland, adjacent to Washington, D.O., homeowners
are complaining that not only are they lit by a higher State Income tax and
new county Income tax, but also by property taxes that rise year after year.

One Montgomery County homeowner dug out his old tax bills to show that
the tax on his house, which cost about $20,000 In 1042, had climbed over the years
from $261 a year to $1,422.
One-third increase (a ytear

In Atlanta, It is estimated that the average homeowner will pay one third
more tax this year than last.

In San Francisco, there Is such a stir over property tax increases that there
are demands for a special session of the State legislature to vote relief.

One San Francisco homeowner who paid $276 last year will pay about $490 this
year. Another owner's bill is up from $1,204 to $2,880.

Near Seattle, a dairy farmer complains that his tax was $M an acre in
1005, $43 last year, and probably $50 or above this year. He reports that the
going rental fee on land in the area is $50 maximum, just covering the tax.

In some places, property taxes are being reduced. DeKalb County, Georgia, next
to Atlanta, has reduced taxes. Minnesota property owners are promised a cut
next year. These places are in the minority. The broad trend Is still strongly
upward.

The Tax Foundation reports that State and local general spending has more
than quadrupled since 1048, and will nearly double again by 1975.
Federal aid can pinch

On top of everything else the States and localities are bard pressed to raise
funds for matching federal aid programs. Medicaid, for example, Is causing
severe problems In some States.

In New Mexico, Governor David P. Cargo put his State's problem this way:
"I'm not sure we can take much more by way of gifts from the Federal Govern-
ment when they involve matching funds, because many times we don't have the
ability to match. It's a funny way to put it, but 20 percent of nothing Is nothing."

The Governor said New Mexico faced tax Increases in the next year or two.
New York's Governor Nelson Rockefeller has Issued a similar warning. Texas

faces tax increases next year. So do many other areas.
The big tax parade of 1067, thus, will continue into 1968 and beyond. There

Is no end in sight to the rise In public expenditures--or in the taxes to support
them.

PMvAT PiNSION PLANS AND PUBL10 POUOr

(An Address by Robert 0. Tyson, Chairman, finance Committee,, United
States Steel Corporation, before the Council of State Ohambers of Commerce,
New York, New York)

I am honored to speak before the Council of State Chambers of Commerce
Your outstanding organization, founded in 1902, has long rendered fine public
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service in exploring issues and problems involved In your three main areas of
4oncern-Social Security, labor-management relations, and Federal spending
and taxation. Appropriately, my topic today of private pension plans and public
policy Is very much Involved In all three areas as well as in, I may add, our
heritage of free enterprise and limited government.

My message to you in these remarks is, I trust, simple and to the point: Now
is the time for all good men in private and public life to preserve and promote
America's dual retirement system. For I believe that the drift of public policy is
endangering that duality and jeopardizing the future of private pei~qions--the
very pensions to which millions of workers and their families arm looking to
provide more adequate retirement security.

All of us, I am sure, accept the role of Social Security in supplying retire-
ient income. But all of us should accept the role of private pension plans in

also supplying retirement income. Yet even these two parts do not necessarily
add up to the whole of retirement security. For workers in our free society seeks
to build security with still such other retirement blocks as savings accounts,
common stocks, bonds, real property, insurance policies and annuities.

Certainly this highly individualistic security-bullding-this nest-egg-building-
differing as it does workers by worker, family by family, is part of the American
dream. It is part of that heritage of free enterprise and limited govermnent to
which I Just referred. For let It not be forgotten that this heritage isL primarily
responsible for the world's highest standard of living. And let It not be for-
gotten that income--private or public, retirement or pre-retirement--originates
solely from production, from our free enterprise system. Finally, let it not be
forgotten that this marvelous free enterprise engine of production is built and
expanded by investment, and sparked and guided by profit.

Now consider some revealing trends in private and public pensions. Aggregate
employe-employer taxes for Old Age and Survivors Insurance started out in
1937 modestly enough (at least by today's standards), with a total of $50
million, equivalent to 14% of total private compensation of employes. There
was little change in that effective tax rate until 1950, when It rose to 2.0%. By
1980, however, these taxes, reflecting wider coverage plus Medicare, totaled over
$25 billion, or 7.8% of aggregate private compensation. Meanwhile, employer
contributions to private pension funds have risen from around $2 billion or
about 1.6% of total compensation in 1050 to around $8 billion or about 2.4% of
compensation in 1968. From a benefit standopint, total private pensions have
increased about eightfold since 1950, while total Social Security benefits have
increased about twentyfold, or more than twice as fast.

Thus, as I see it, the future of our private pension plans is in jeopardy, even
though private pension plans are an integral part of the free enterprise system,
even though they have distinctive advantages in furnishing a voluntary sys-
tem, in financing retirement security, in providing retirement flexibility, in pro-
viding incentives, in promoting savings and capital formation, and coping with
inflation.

The Jeopardy comes from the drift of public policy in two directiw,-_. In one
direction sharply rising Social Security costs and benefits threaten to put
the private pension system out of business. In the other direction, under a smog
of misunderstanding and misinterpretation about the facts aiid naturee of pri-
vate pension plans, proposed restrictive legislation similarly threatens the
private system.

Let us explore each of these threat, beginning with the threat of runaway
Social Security. Social Security is becoming more and more costly, perhaps prohib-
itively so. While its benefits have more than doubled in the past 18 years, the
combined employe-employer maximum tax has increased from $60 per employee
in 1949 to $581 today, and is scheduled to go to $748 by 197, quite apart from
the even higher taxes scheduled in the Social Security bill passed last month
by the House of Representatives. And while today's Social Security recipients
will receive benefits far greater than they and their employers paid in, many
of today's newcomers to the labor force might just be better off if Social Security
taxes could be diverted to private annuities.

So we see why there is growing talk In congress that Social Security may be
reaching the end of the road as a self-supporting payroll tax system. Both em-
ploye an4 employer are beginning to wince. Does this wincing preclude further
cost and benefit escalation? Admittedly,- the bill passed by the House scaled
down the Administration's recommendations for further Social Security esola-
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tion. Still, some in Congress are talking of dipping into general revenues to
finance the difference between Social Security taxes and expanding benefits. For
example, last year one senator proposed that the amount coming from general
revenues to finance Social Security would progressively increase until It would
reach 0 of the combined employe-employer tax.

The danger to private pension plans from such a proposal Is clear. Once Social
Security has ceased to be work-related, once it is freed of directly taxing em-
ploye and employer, benefits would no longer be restricted to the limit of payroll
taxation. Then private pension plans could hardly compete with such a welfare
system because of accelerating benefits-and accelerating income taxes required
to finance them, which would in turn impair corporate ability to finance future
private pensions. At that point, private pension plans could well be on their way
to the dustbin of history.

Again, while the word "insurance" still clings to the public system of old age
benefits, the fact is that it is no such thing. It is a tax on today's productive work-
ers to pay benefits to those who are no longer productive. It is threatening to
become another welfare system. It is on a compulsory basis. It is dependent on
future legislative disposition. And it discourages enterprise: The man between 65
and 72 years of age who is regularly employed and earns more than a minor
monthly stipend forgoes part or all of his public pension.

On these scores note how private pension plans stand in sharp contrast: They
are adaptable to individual personnel -seeds and company situations; they are
heavily funded, almost completely actuarially determined, entirely on a volun-
tary basis and entirely on a contractual basis between the employer and em-
ploye, or his agent.

Fortunately, the employes' stake in private pension plans is heavy and the
number of workers participating in these plans is large. While Social Security
now covers about 80 million persons and has about $23 billion in reserves, pri-
vate pension plans have grown more rapidly on both counts. Take 1Q50 as a bench-
mark. Then such plaus covered about ten million employes and had reserves of
about $12 billion; now they cover almost 30 million employes and have reserves
approaching $100 billion. Based upon this growth. I think it fair to say that all
employes have much to lose in any falling-behind of private pension plans.

Let us see why this is so before we discuss the other threat to private pension
plans from excessive regulation. First, I think It behooves us to remind ourselves
that whole Social Security funds are entirely "invested" In U.S.- Government
securities, private pension funds are mainly invested in free enterprise activities
through such vehicles as corporate securities and real estate mortgages. Hence,
while Social Security reserves are practically immediately spent in all the pur-
suits of the Federal Government, private pension reserves are generally adding
to capital formation and therefore to the economic growth of the nation. So we
see that private pension funds serve as a means of accumulating private savings
and investment. And, since one new Job requires a capital investment of up to
as much as $100,000 or more, these savings provide a source of job creation and
wage improvement as well as of retirement security.

There are other important advantages of private pension plans to employes.
While Social Security must ever remain a monolithic Uniformity, private pen-
sions can be tailor-made to meet differing situations and conditions. Thus, there
is not "one private pension plan" but literally thousands, each one adapted to
meet the conditions of specific employe-employer relationships-relationships that
differ with each company, industry, location, time of installation, time of opera-
tion and specific requirements of specific personnel. In view of the infinite variety
of such changing conditions across our land, private pension plans offer abundant
opportunities for evolutionary experiments and dynamic innovations.

And, perhaps most Important of all, private pension plans tie in with the free
enterprise precept of incentives. Being pretty fully work-related, private pensions
recognize the Importance of individuall incentives to produce more and save
more-the social need for retirement Incomes to differ from one individual to
another in accordance with each Individual's employment contributions to society, -

So much for the threat to private pension plans from runaway Social Security.
Now let us explore the other threat to private plans-excessive and restric-

tive Federal regulations. Already too many Washington monkey wrenches are
poking into the private pension motor. Consider some of the high-powered Gov-
ernment committees that have been studying or Investigating private pension
plans. Among them are the President's Committee on Corporate Pension Funds



1286 SOCIAL SECURITY AMENDMENTS OF 1067

and OtherT RetireMent and Welfare Programs Including its Interagency Staff
Committee, the Senate Subcommittee on Employment and Retirement Incomes
of the Special Committee on Aging, the Senate Permanent Subcommittee on
Investigations, and the Subcommittee on Fiscal Policy of the Joint Economic
Committee. One upshot: In this session of Congress alone more than 30 bills
have been Introduced to restrict or regulate private pension plans., _

The nub of these studies and Investigations to date seems to be a general charge
of inadequate public control of private pension plans, frequently coupled with
charges that the plans are recipients of tax subsidies. The thrust of these bills
Is, hopefully, to render more adequate protection to the employe and thereby
to the public interest, But if these bills were passed, would not the employe be
more hurt than protected?

For instance, the charge of tax subsidy reflects the premise that the Govern-
ment tends to control that which it subsidizes. I do not here question the premise,
but I do question the subsidy and hereby submit that there Is none. To be sure,
the employer obtains tax deductibility for his contributions to a qualified pen.
slon trust fund. In addition, pension trust fund Income in such form as dividends
on common stocks and interest on loans and mortgages is not taxable until dis-
bursed as retirement payments, to pensioners. Similarly, employes do not have
to pay taxes on their pension credits until they retire when very likely their
benefits will be taxed at lower rates

I fail to see any subsidy in these arrangements. Tax deductibility for pension
fund contributions Is no different from tax deductibility allowed for any other
form of deductible employe compensation. Indeed, pension costs are simply an-
other ordinary and necessary cost of doing business. Again, payment of taxes
by the pensioner when he receives his pension Is not tax exemption but only a
matter of tax timing. For In the case of compensation In wages or salaries, the
employee Is the recipient of highly spendable-and taxable-cash income. In the
case of employer contributions to the pension fund, however, the employe receives
concurrently no, such spendable--or taxable-Income. It is true that when he
retires his income bracket is generally lower, but this situation in no way ob-
viates a cardinal principle of income taxation-namely, that a tax Is not incurred
until income is received.

In fact, It is my considered opinion that over the full pension cycle-from the
active service years through the retirement period-the Government can be
better off financially from present funding arrangements and tax treatment
than it would be from non-funded pay-as-you-go plans, and that there Is no tax
subsidy whatsoever.

So much for the charge of tax subsidy, which I further submit Is a myth
intended as an attempt to Justify Government control of private pension plans.

The charge of inadequate public control of private pension plans also calls for
a rebuttal. This charge should be considered In the light of all the compliance
already required by agencies checking on private pension plans-agencies such as
the Labor Department, Securities and lBxchange Commission and Internal Reve-
nue Service.

The charge frequently details such allegations as inadequate vesting and fund-
ing, and insufficient disclosure and fiduciary responsibility On this latter point,
let me say that I firmly believe In the principle of fiduciary responsibility, And,
in my judgment, virtually all of the established plans are exercising full fiduciary
responsibility and are managing pension fund Investments as would a prudent
man with his own funds. Look at the record. Cases of Irresponsible fiduciary
management turned up so far are few in number, minor In extent, and most If
not all of these cases are in welfare plans--not pension plans.

Thus the wording and implementation of the fiduciary responsibility section
In any private pension bill before the Congress should be closely watched. For
talk of fiduciary responsibility may Imply fiduciary Irresponsibility which, al-
though unfounded, tends to undermine confidence In the private pension system.
I On the other allegations of inadequate vesting, funding and disclosure, I have
even stronger reservation&

On vesting, we see further attempts on the part of the Government to Impose
arbitrary vesting standards--standards as to eligibility, age and years of serv-
ice, etc. Here, again, the necessarily great variety of plans to meet different needs
throughout our complex economy seems to have been Ignored.

Without any mandate from Government, the actuality Is that various vesting
provisions have Increasingly been Incorporated into private pension plans. U.S.



SOCIAL SECURrrY AMNDMEN OF 1967 1287
Department of Labor surveys of 800 large plans, for example, Indicated that 25%
of the plans in 1952 already had some vesting provisions; In 1958 the percentage
had climbed to almost 60%; the percentage Is probably much higher today. As a
matter of fact, a more recent Labor Department study of a greater number of
plans found that some two-thirds carried vesting provisions.

But advocates of compulsory vesting argue, why not raise the percentage to
1009? The answer is simple. Priorities and voluntary choices are involved:
Vesting Is not Inexpensive-the broader and sooner the vesting, the greater its
preemption of other forms of employe compensation improvement perhaps more
desired by employee and employers. More desired Improvements, for example,
could take the form of higher wages, shorter hours, greater vacation time, better
incentive payments, other fringe benefits, or even other pension benefits. Over-
ruling such desire by law strikes me as being neither democratic nor economic.

Critics of private pension plans also argue that non-vested or inadequately
vested plans Impede labor mobility-the ability to switch from one Job to an.
other. These critics charge that the employee's private pension credits serve as an
Impediment to his free choice to take another Job. This charge of being "locked
In" by pension credits, however, does not stand under scrutiny. According to a
1964 study published by the Bureau of Labor Statistics, seniority rights and
other employment practices may be greater Impediments to labor mobility. Also,
the very service-required vesting rights sought by private pension plan critics
may themselves Impede mobility. Moreover, private pension plans serve as a way
to compete for experienced skilled employee. Lastly, these plans are a voluntary
arrangement, a matter of employe and employer choice and accommodation.

Or take the allegation of inadequate funding. Being against adequate funding
is like being against motherhood or morality. But adequacy has to be correlated
with feasibility, and on feasibility reasonable men can differ. Yet clearly what-
ever the funding requirement-If Indeed any fixed requirement can really be Im-
posed by law-It could only be done by a rigid and highly restrictive rule, which
could not possibly take into account the vast variety of pension plans, vesting
provisions and actuarial methods In use.

Flexibility is the key. The present Internal Revenue rule for qualified plans
requires, as a minimum,- funding equal to current service costs plus interest
on the unfunded cost of past service. But stipulating funding beyond this in-
volves the danger of slowing.down pension plan Improvements, discouraging
new plans from coming Into existence, or driving old plans out of business.

On the allegation of Inadequate disclosure, I believe private pension plans al-
ready operate in a goldfish bowl. But even goldfish need a degree of privacy. For
I believe there Is need to distinguish between a fishing expedition and mean-
ingful disclosure. Disclosure through current reporting requirements is already
very heavy. Further requirements would further bulge the Government's already
bulging files-burdening Government, business and hence taxpayers generally,
without providing, In my judgment, any real benefit to the pension plan partici-
pants themselves-and might,- In fact, even reduce benefits.

Moreover, some disclosure proposals would call for financial Information that
is inherently confidential and competitive. Such Information also could tend to
generate unfair hindsight criteism in Washington and elsewhere of financial
practices and particular Investments by pension fund trustees. Moreover, Infor.
mation on pension cost determination and Investment portfolios could fall into
the hands of competing companies. Pension costs are just as much a part of pro-
duction costs as any other cost. Similarly, disclosure to others of a long-range
investment program by any fund could force up th6 market price of the Invest-
ment before completion of the program or disclosure of portfolio changes could be
misconstrued as an expression of confidence or lack of confidence in particular
companies or industries. In all these cases the employee participating In the plan
could be hurt Instead of helped.

So I hope that it is evident that tast and easy demands for restrictive legisla-
tion and control of private pension plans may well not be in the public Interest,
that they an bring about a state of affairs less satisfactory to the pension plan
participants than exists today, that they can interfere with employs and employer
choices and accommodations on how the production p1Q Is to be cut. For the record
show that there Is just so much pieW to be cut no mater how you slice it--and not
Just for employes, but also for consumers, suppliers, governments and Investors
In the problem of private pension determinations, or in the broader problem of
total employee compensation determinations-4ncluding public pensions--we must
ever keep our eye on expanding the pie of production.

88-1 0-67-pt. 2-36
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And, let the record also Lhow that private pension plans have come a long
way toward meeting retirement security in America. U.S. Steel's plan, I believe for
one, has been fairly and equitably administered, has flexibly met particular pen-
sion needs, has maintained the work-related principle of pension credits, has
improved steadily over the years, has fully Informed employes of their benefits,
has kept promises made to employee, has been adequately funded, and has various
vesting and early retirement provisions; also, its funding costs have been actu-
arially determined; its trustee has acted In a proper fiduciary capacity In all
respects; and Its fund Is yearly audited and reported upon by independent public
accountants. This is true of the U.S. Steel Fund; I am sure It Is equally true of
most other funds.

The private part of our dual retirement system has proved its worth, and we
would be derelict In our duty If we did not protest against Its being placed In a
straitjacket of controls. Yet both the private and public parts of the dual retire-
ment system are being short-changed by that artful silent thief, Infintion. Inflation
robs those who can afford It least-low Income groups, those living on fixed or
relatively fixed Incomes and, perhaps most pertinent to our discussion today,
pensioners under private pension plans and Social Security. To be sure, private
pension plans, unlike their public counterpart, may cope with inflation to some
extent by Investments in common stocks and real estate, which In their market
values may hedge against Inflation.

Now can It be that the same Government calling for Social Security escalation
and tighter controls over private pension plans is the same Government whose
Inflationary policies are hurting both private and public pensions? I say, It can
be, and is. Public policies are contributing to demand-pull Aid cost-push inflation
-inflation via nondefense expenditure acceleration and excessive expansion of
the money supply, via wage-pushes far beyond productivity and tax increase.
further pyramiding costs.
. Permit me to expand on the last point. For all the talk about the deflationary
effects of the tax Increase now under consideration, I wonder If sufficient con-
sideration has been given to the Inflationary potential of a tax Increase. I cite
three reasons for this potential. First, the Increase may encourage the Parkin-
sonlan spending tendencies of Government (recall Parknson's Second Law:
expenditures rise to meet Income). Second, it may add to cost-puih Infltion as
labor leaders seek to maintain take-home pay levels and as businesses eek to
recoup tax costs. Third, It may have a negative Impact on the anti-inflationary
Incentives to save and invest. In addition, let me sugge'-t that present tax rates
are already oppressive, that Congress and the Administration should redouble
the effort to reduce or defer nondefense and unessential defense spending, and
that a tax Increase be authorized only If the remaining deficit Is of unmanageable
proportions and If the Increase In uniformly distributed over all taxpayers, In-
dividual and corporate.

To sum up: Destructive public policy can snuff out private pension plans
through over-regulation and runaway Social Security; It can also erode private
and public pensions by Inflation. Constructive public policy will seek to avoid
Inflation and will recognize and safeguard the dual nature of our private and
public retirement system. Thus I would hope that the role of Government would
be United to fostering a climate for the fulfillment of private pension promises
made and not to specifying what those promises should be nor how they should
be fulfilled.

Senator HARMS. Mayor Dumas.
The chairman of this committee, Senator Long, regrets lie is not. able

to be here to introduce the next witness. He has asked me to extend a
warm welcome the the Honorable Woodrow Dumas, who is the mayor-
president of East Baton Rouge Parish, La. Mayor Dumas is a long-
time friend of Senator Long's. He is past president of the National
Association of Counties and is appearing here today on behalf of that
organization. He is also, as I have just indicated the mayor of the
chairman's hometown. It is a pleasure to have you here today.

Before you proceed; Senator Long also wanted me to express to you
that he has prepared an amendment to the social security bill to en-
large the role of the Federal Government in providing assistance to
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children in foster homes, something I understand the National Asso-
ciation of Counties aid you have taken a leading role in advocating.
We will be pleased to hear you at this time.

STATEMENT OF W. W. DUMAS, PAST PRESIDENT, NATIONAL
ASSOCIATION OF COUNTIES, ACCOMPANIED BY WILLIAM R.
MaoDOUGALL, SEORETARY, COMMITTEE ON WELFARE

Mr. DUMAs. Thank you, Mr. Harris, Mr. Carlson, Mr. Curtis. I am
sori'y Senator Long is not, here. Of course the Saints were beaten by
the Janis and I imagine it is quite a setback for the Senator. Ile is a
terrific follow and we have a great deal of respect for him in our great
State of Louisiana.

Mr. Chairman, Senator Williams, and members of the committee,
Iy name is W. W. I)urnas. I am the mayor-president of East Baton
Rouge Parish, La., and a jpast president of the National Association of
Counties. I am accompanied today by Mr. William R. MaoDougall,
secretary of the National Association of Counties' Committee on Wel-
fare and t lie general counsel of the County Supervisors As-ociation of
California. In my opinion and that of our association, Mr. Mc1)ougal
is unquestionably one of the most informed individuals in the Nation
with respect to local government's relationship and responsibility in
the area of welfare. Ihope that you gentlemen take full advantage of
Mr. Macl)ougall's knowllge and experience in examining the merits
of the proposed legislation currently before you.

Here in Washington, in Decemier of 1906, the National Associ-
ation of Counties held its first national conference devoted exclusively
to the subject of welfare. This conference's purpose was to consider
our Nation's welfare efforts and their relationship to the overall prob-
lem of poverty.

Twobasic concepts clearly emerged from the conference.
One was the restatement of our basio philosophy as to county gov-

ernuinnt's welfare role which reads as follows--gentlemen, I am not
going to go through all of this, we arc going to submit most of this

lor tie record. I am only going to go about five pages and then give
Mr. MacDougall the rest ofthe time.

Senator I-Anhus. Without objection the entire statement will be in-
sorted in the record to the degree it is not covered in your oral
testimony.

Mr. DuMAS. Thank you, sir.
The National Association of Counties believes the responsibility of alleviating

and eliminating poverty Is a principal function of county government, and there-
fore urges the respective states to provide counties with broad legal powers to
accomplish such objectives. Additionally, we urge the respective states and
the Federal Government to participate financially In these programs, but urge
that any accompanying state and federal regulation be such as to maintain the
maximum degree of Initiative and responsibility at the local level.

The other concept was this-nothwithstanding county govern-
ment's desire to retain and to increase its role in our Nation's wel-
fare efforts, this will be difficult. if not imposible, unless the Federal
.Government initiates a more flexible general ocy with respect to
local welfare administration. Local elected oflFcials have neither the
desire, nor is it feasible, to have the responsibility for a program in
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which they have virtualy no authority. Increased flexibility at the
county level will require Federal administrative and legislative action.

I have included at the conclusion of my statement the recommen-
dations of this National Welfare Conference, as well as the recommen-
dations adopted at our very recent National Legislative Conference.
In view of our time limitation, we have selected certain recommen-
dations to discuss in greater detail because of their high priority in
county thinking.

I feel it is important to bear in mind that welfare, nationally speak-
ing, is county government's largest budgetary item and accordingly
one of its pincipal responsibilities. Thus you can understand our
abiding concern that our views be given the maximum possible con-
sideration.

Prior to detailing our observation, I should first like to state that
except for several aspects of H. R.12080, which we shall elaborate on,
we feel it is an excellent bill.

We do feel it is possible that some of the new provisions of H.R.
12080 could be administered in such a way as to justify the criticisms
that have been made of them. This is especially so with respect to the
provisions dealing with training and work placement. On the other
hand, these provisons can also be administered in such a way as to
brinf unlimited benefits to welfare recipients and the Nation as a
WhOle,

We feel it is important to note a strong endorsement with respect
to the ability and integrity of the thousands of Federal, State, local
elected and nonelected officials who have the responsibility of carry-
inK out in a partnership arrangement the p resent and future Federal-
assisted welfare programs. They are capable, competent, and properly
motivated to carry out the new and revised provisions of H.R. 12080,
and in doing so, we fully expect them to bring credit to our welfare
effort&

There exists in our Federal welfare program, one of the least known
and least justifiable omissions one might imagne. That omission is
the Federal Government's failure to make available anything other
than token assistance to that pitiful group of needy children who,
for reasons beyond their control, have neither a mother or father or
relative of the required consanquinity with whom they may reside,
in order to meet the Federal eligibility requirements for assistance-
the "foster children." The seriousness of this omission, in the view of
our association, is of such magnitude that our National Welfare Con.
ference, determined that the attainment of Federal assistance for
foster care programs must be our top-priority legislative objective.
It is now so designated.

Although the-Federal Government has long recognized that it must
bear a part of the responsibility for the welfare of our needy dependent
children it has, through an arbitrary distinction in the law for all
practical purposes ignored the plight of the foster child. The only
exception of note Is one grudghig provision of the aid to family of
dependent children's program, which does provide assistance to a
foster child who is placed in a foster home by a court order, but only
if the child was receiving AFDC aid in and for the month court action
was initiated. The rationale of this distinction has always escaped us.

1290



SOCIAL SECURITY AMENDMENT OF 1967

This provision did provide assistance to approximately 5,780 foster
children, as of June 1965. However, it. is our understanding that there
are currently 300,000 children in approved foster homes and institu.
tions recognized by the States for publicaid purposes.

In 1902 President lKenuody successfully recommeuded to.Congress
that the aid to dopendeltt children prograii--currently entitled-1'aid
to families with dlependent childron"-be amended to include the
needy child of the unemployed, lie stated:

Under the aid to dep*ndent children program, needy children are eligible for
assistance it their fathers are deceased, disabled, or family deserters. In logic
ant hlttinuwit it child should alwo be eligible for alsisttait if his father Is a
,ai'vdy, Utnemaployed worker.

We Itave agreedl-ald hundreds of counties have broadened their
chihl atd programs accordingly, under their own State legislation.

NACO contends that this same logic and humanity is a compelling
force oo include children in foster homes. For reasons Wyond their
control, they have neither mother, father, nor even a relative of the
nneuired cousinguinity with whom they ay reside in order to meet
the Federal teuirements.

It. is our view that. if we must limit our welfare efforts the last
place we should do so is with respect to children, especially needy
ones who have the added handicap inherent in foster children.

As you know, Il.R. 12080 as enacted by the House further expands
the Federal Government's participation in foster home care of do-
pendent children. The legislation provides that, although a court order
is still required for placement,, the child need not have received AFDC
aid during the. month in which lie or she were placed in at foster
lome. _Rather, it provides that in the 6 months before proceedings
started in the court, they would be eligible for AFDC if they had
lived in the home of a relative.

Unfortunately such a requirement, although aiding some additional
children, works further inequities on a great many more than it aids.
In the first place, you have a situation whore aI)proximately 22 States
have adopted the AFDC-UP program whiFe 28 States have not.
Consequently, foster children in 22 States vill have a different set of
c'riteria as far as potential eligibility for Federal assistance than those
in the 28 other States. We urge this committee to provide for uniform
assistance to all needy children. I will turn over to page 13 and then
we will give to Mr. MacDougall.

We are extremely gratifled that. the chairman of this committee once
again plans to introduce legislation which would truly bring equity
to the Federal Government s treatment of these foster children. In
the past, wehavo endorsed Senator Long's efforts to remedy the un.
fortunate limitations for persons in tubercular institutions and we
stron support his efforts to correct the situation as with respect
to the ederal program's aid for foster children.

Tn,esenee, his bill will i thousands of cases make the difference
in providing proper and wholesome, foster family homes, where such
are not. now avaiTable, due to the financial inability of many couples
qualified and desiring to care for a foster child. Because of low foster
payments they are now unable to do so.
Secondly, it will increase the financial assistance to our foster care

child institutions, thereby improving their ability to provide an
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environment offering the foster children a better opportunity of
making the difficult adjustment to the circumstances with which they
are confronted.

Lastly, it will provide aid for professional services, and for the
training of appropriate personnel necessary to deal with the problem
of our foster care programs.

It is important to point out that we are all in full agreement that,
if possible, a child should be in his natural home--and every effort
should be made to keep him there if such is in his best interest. The
fact remains that there are thounds of cases where it is either
impossible or undesirable for a child to remain in his natural home
and there is no alternative other than a foster home. Surely, that
child deserves the same Federal consideration as any other. %

Mr. Chairman, I would like to submit for the record a copy of
information that I have received from Mr. Garland L. Bonin, com-
missioner of public welfare in the State of Louisiana, for the record.

Senator -Lmus. Without objection the statement will be inserted in
the record.

(The document referred to above follows:)
STATE OF LOUISIANA,

DEPARTMENT OF PUBLIO WELFARE.
Baton Rouge, September 15, 1967.

Hon. W. W. DuMAS,
Mayor-President,
Municipal Building, Baton Rouge, La.

DzA MAYOR DumAs: The attached information has been prepared by the

Department of Public Welfare at your request for presentation to the Senate
Finance Committee. This information reflects the position of the Department
in relation to Child Welfare Services included In II.R. 12080.

We hope it will be helpful to you.
Sincerely yours, GARLAND L. BONIN,

0on.ionsfloener of Public Welfare.

CHILD WELFARE SERVICES AS AFFE"TED BIH.R. 12080

We believe there should be sound federal financing for comprehensive child
welfare programs which should be available for all children in need of care and
services regardless of their socio-economic condition or their ethnic background.
If H.R. 12080 becomes law in Its present form, it will be more difficult to achieve
this goal. Section 205 amends and improves the provision for matching funds for
foster care children who were receiving AFDO. However, we in Louisiana be-

lieve that the Child Welfare Program including foster care services would be
improved if there would be provision for Federal matching for the entire pro-
gram similar to the matching for AFDO. There are many children in foster
care who were ineligible for AFDO or whose families were not known to the De-
partment of Public Welfare before the court committed them to the care of the
Department. For example, at the end of the fiscal year on June 30, 1907 there were
5,491 children in foster care in Louisiana and only 760 of this total number had
been included In AFDC grants before placement.

In the fiscal year 1906-67 the Department of Public Welfare paid $5,298,597.25
for children In foster care. We received $611,015.57 in federal funds for foster
care payments for AFDC-Foster Care children. The total program of Child Wel-
fare Services (including foster care payments) cost $8,020,183.00 of which amount
only $1,752,559.00 came from federal funds.

At the end of the fiscal year on June 30, 1907 there were 458 children In foster
care in East Baton Rouge Parish. Of this number only 42 had been included in

AFDO grants prior to placement and were therefore eligible for federal match*
Iug funds. Expenditures for children in foster care In this Parish amounted to
$485,05&11 for the fiscal year 1980-07.
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We also hope that Senate Finance Conittee will carefully review, the pro-
posals to restrict the AFMO Program as they could mean more expenditures
for Child Welfare Services. Ultimately they could result In removal ot chil-
dren who might be better cared for In their own homes if lack of money in the
basic problem. Child Welfare caseloads will then increase. It will be the chil-
dren who will suffer as a result of circumstances of their birth, the behavior of
their parents or economic conitlons-all matters beyond their control. Louisi-
ana already has a suitable home policy to provide for children who are truly
neglected.

Under IR. 12080 seventy-five percent federal matching would be available
to states for Ohild Welfare services provided to AFDO children, but this match-
Ing would not be available for Child Welfare services to non-AFD children.
We believe there should be federal matching not only for personnel providing
services to AFDO families but for all Child Welfare personnel without distinc-
tion as to the caseload they are serving.

In our opinion H.R. 12080 concentrates on services for AFDO children. We
believe that Child Welfare services should exist for all children in need of such
services without regard to financial need.

Mr. DuMAs. I would like to thank you very much for allowing me
here and at this time I would like to present to you Mr. MacDougall,
as I introduced him early, to present the remaining portion of this testi-
mony. I hope to be in your State in the next 2 weeks. I have a meeting.

Senator HAns. What are you going to be doing in Oklahoma I
You have sort of intrigued my interest.

Mr. DumAs. Well, we have a few water problems in Louisiana and
several years ago a gentleman from Oklahoma came to Baton Rouge
about the canals and waterways and we assisted them and they were
so successful in getting financial aid we thought we would go back
and find out and have you teach us how to do it.,

Senator HARMs. Mr. MacDougall.
Mr. MACDouoA. Mr. Chairman I think in the interest of con-

serving time in the minutes available here I would like your permission
to submit which you have already accepted the written statement and
comment to you extemporaneously on the position of the counties par-
ticularly on the public welfare portions of H.R. 12080.

Senator HARRs. Very well without objection that may be done.
And also we will have inserteA in the record, we haven't done so pre-
viously, the written recommendations of the First National Associa-
tion of Counties Welfare Conference that is attached to your state-
ment, Mr. Mayor. Go ahead Mr. MacDougall.

(The prepared statement of Mr. Dumas and attachments previously
referred to appear at p. 1299.)

Mr. MAoDouoAL. Mr. Chairman, first let me get on then with the
dismal side of our testimony. The things in H.R. 12080 on the public
welfare side that counties nationally would like to see changed. Im-
provement ii the bill. This is not meant to derogate the general ex-
cellence of the bill and we will get to the good point in the bill in a
few moments, but specifically we would ask these changes: First, that
the arbitrary limitation on the number of absent parents casesin child
aid that the-bill contains in section 08 be changed. We can see in ever
State trouble there that will just'be no way of avoiding if suc
an arbitrary limitation is put on. These are the children w cse nemd
may be greatest, and we have no way of controlling absolutely the num-
ber of derogations or abandonment in our State or in any State, and we
certainly join in the concern of the Congress and the House Ways and
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Means Committee about the growth of this part of the child aid pro-
gram, but we do ask some other device than an arbitrary ceiling on
the number of cases that may be recognized federally in any State be
the answer, and we do think that this committee, and its staff will be
able to come up with a substitute provision that will not work the
hardship that present section 208 would, and forcing us to either deny
aid to those children or to levy additional property taxes in a situation
where there is already a burdening of that base to take care of them.

Senator HAmus. What would you have to do in your State, in re-
gard to those people who otherwise would be cut off under the House
bill provisions, section 208-with the population of California going
up li1e the population of the country, this seems a likely possibility.

Mr. MAoDo6uOALL. Well, under our basic law, and this is true in
most States, I think they would go back on the basic obligation of the
counties, to render general assistance and there is a very-limited base
and payments are very limited. In some States they aren't even in cash,
and it would make really second-class children out of these children,
when their only crime, if it is that, their only difficulty is that, they
came along a little bit late.

There will be groups of children under this kind of a limitation
if they had come along-if pop had run away a month earlier they
would be all right, but if he runs away a month later they would be
denied aid. That is the kind of situation that this arbitrary limit gives.
It doesn't fit the overall tone of the bill which is a balanced bill de-
signed for, we think, the first time to tackle some of our worse prob-
lems of welfare abuse while at the same time maintaining a very
liberal public assistance payment operation, and in fact going into
those portions of the case load that the Federal Government has pre-
viously neglected such as the foster home situation.

This is by and large a good bill, and this particular device of frus-
tration shall we call it that, on limiting absent. parents cases just isn't
the kind of devise that fits this situation.

We hope all of the other good things that are in the bill will create
a situation where the caseload won't grow that way. But after all,
neither the Congress nor the counties can guarantee the moral climate
in America, let alone the economic situation, and this is what moti-
vates parents either to leave the home, (esert or abandon children
and as I said before those are probably the most unfortunate children
of all and their need is immediate, and since they have been recognized
for years, we have a difficult situation there and we hope that thie
committee will look at it.

Mr. DUMAs. May I inject one thing there?
Senator HARms. Yes, sir; Mr. Mayor.
Mr. DUMAs. It seems in a lot of ways we seem to put a lot of em-

phasis upon the desertion of the parents of these children, but by the
same token many of these children are left on the public welfare by
the tremendous accidents we have, like the last year 62,000 people were
killed on the highways. Many of these children were mnt into the
homes by, just bTy, death, rather than by desertion and those should
be considered the same way. I just thought I would bring it aught be-
cause it is strictly just not people who have left home. There are many
reasons why these kids are there.
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Mr. MAoDou :m. Another problem we havs, gentlemen, is with
respect to the definition of unemployment in the child aid situation
where you are granting aid to an unemployed father and his family.

At the moment the States define unemployment or employability
with respect to this particular type of aid. Admittedly the situation
is neither uniform nor terribly satisfactory nationally. For one thing
all of the States aren't in the program. But the proposal now in the
bill that a Federal definition of unemployment be made mandatory
throughout the Nation and it be implemented by a very difficult me-
chanical situation where you must examine the last 13 months of every
one of these people's lives and determine whether or not they had six
covered quarters of employment, where you have to go through their
unemployment compenstion history, all to decide whether or not they
are truly unemployed, is going to not only be an administrative mon-
strosity, but it is going to leave us in a situation of a limbo land of
children for whom there is no recognition.

In other words, if a parent, a father is out and out uneployed underall standards, he just lost a stady job,- he will get eligity. If te
children have an incapacitated parent who is physically disabled there
will be eligibility, but under this bill there is a l&rge middle ground
there of thousands and thousands of children whose father isi't dis-
abled enough to be permanently disabled and isn't employed enough
in recent history to be called unemployed right now and our problem,
and it will be the Nation's problem of what to do about those children.

Now, in programs like we have now in California and other States
those children are recognized as children of unemployed parents even
though there is the question in many cases as whether the unemployed
parent is actually employable, can fit into the labor force, because of
his own problems for long periods of time.

But again we are creating here under this bill an interim zone where
there is no Federal coverage for children, where there is now and where
there needs to be. These are small changes, but we do ask you to con-
sider them.

Senator HAmus. Could that be taken care of by rewriting that into
some kind of Federal minimum I

Mr. MAoDouoAJ. Possibly could. It could be taken care of by con-
tinuing the present law which permits the States to write a definition,
and possibly then tightening up on the Federal approval of that defini-
tion. So that the Federal authorities here in Washington will have the
last say as to whether or not the States definition is realistic. But what
we are all concerned with, I think, is coverage of all children vary in
like circumstances.

Senator Cm s. May I ask right there-
Mr. MAoDoUGAJD Yes.
Senator Curm (continuing). If the States have the right to write

their'own definition.
Mr. MAoDoUGALL They do under the present law. The bill before

you, Senator would change that. I
SSenator d s. But f understood you were critical of the present

law.
Mr. MAoDVOALL No, not at all. No, I said from the standpoint of

obtaining what some think is great uniformity on a national basis it
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hasn't produced, but each State is now doing what that State thinks is
proper and best, and we have no complaints with that situation what-
ever. There are those outside of the welfare administration or county
government who do have complaints and they will be voiced to you,
but we have none.

We are having problems with the, medical aid program, too. I think
those are national title XIX of the bill, and we ask you if you would
just take a look at two things there: One, are what I think are becom-
ing known as the anti-New York-California provisions to set family
income limits beyond which a family cannot be called medically indi-
gent. New York is the outstanding example. You will be hearing from
them this week. We, in California, are a reluctant runner-up, not re-
luctant because we are not the champion, but reluctant because we are
that high in the list to New York.

We are having vast problems with this problem in our State itself
running to $800 million this year. But the answer to that problem is
not an arbitrary Federal sliding rule that will take a family on and we
ask you to continue thepresent law in this respect, let New York and
California sweat their problems out, and believe me they are doing it
in the next year and then look at whether or not we have been able to
wrestle with these things successfully and if not then I think we would
be the first to come in and invite you to lower the boom on us at this
time.

Senator Cmu s. May I ask, what is the maximum income permitted
to be medically indigent in California I

Mr. MAoDouGAL. We are below New York. It is on a sliding scale.
It runs basically about one and a half times to one and mayle two-
thirds times what the comparable child aid budget situation would be
for each family. Of course, it depends on the size of the family and the
income.

Senator Ourru. In dollars tell me how much it is.
Mr. MAoDouoALL. Well, Senator, it varies with each case. The be-

.ining of eligibility is at a point that is above what child aid eligibil-
ity wold be. It is, I can't describe it without reading to you an entire
table. But I will be glad to submit that for the record.

Senator Cuwm. What is it for a family of four, at what point
would their income be such that they wouldn't be considered for
medicaidI

Mr. MAoDouoaAL. I couldn't precise that either without referring,
and I would like to submit that, too, if I may, sir. As to the exact num-
ber of dollars, and I will do that.

Senator HARPIS. All right, without objection that will be included
in the record when it is received..

(Data referred to may be found atp. 317.)
Mr. MoDouomu.. We are also interested in title XIX in the pro-

posal of Senator Ribicoff that the requirement that medical program
be the same for people in all types of welfare categories be modified so
that we can have a special classification for children. We find that there
are certain needs, particularly dental and optical needs that children
have that arrive at a higher priority than some of the residual needs
of the other types of people, and we would support Senator Ribicoff's
proposals in that regard.
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Now so much Mr. Chairman, for the things in this bill that we
would like to see unproved.

I would just very briefly now like to run over some that the will
be balanced in this testimony the very good features of the byil, the
entire thrust of the bill is one which is meeting county approval across
the Nation, and we say this as the basic administrators of welfare in
half of the States.

We are extremely pleased with the devices that the bill is making
possible to eliminate abuses of welfare particularly in the child aid
field. The extension of vendor payments the broadening of the con-
cept of protective payments. These are things that we have needed
for a long time, things that we have asked for for a long time. It is a
great source of satisfaction to sound welfare administration- to find
those in the bill.

Also, the fact that a work and training program will be made man-
datory, that each State will be required to look at every recipient of
child aid, the parents in that situation, to determine employability to
be given meaningful work and training. These are things we have
been trying on our own in the progressive counties in the Nation. Some
of the State programs are helping us. We were tremendously happy
to see that made a Federal requirement, - : - , .

Senator HAPis. Will you take a position on whether welfare aid
ought to be made conditional upon going into that program I

Mr. MAoDOuJAU. Yes.
Our position is this: That there is no justification for penalizing

children for th% shall we say, indolence, laziness, or insolence of their
parents. On the other hand, if, and this is where this bill does offer a
solution we have never had before, if a father is, we call them just plain
lazy and will not react to work training, will not embark on a program,
we believe the provision of the bill is sound that says that that father
should be excluded from the budget. On the other hand, we know' from
years of experience in welfare administration that they are all going
to eat out of the same beanpot.- Taking Pop out of the budget may be
fine for the welfare case record because it shows his blank- but. he is
going to get his hands or she if it's a mother, on that welfare check
in its reduceed form so in that sense you penalize the children. The
answer we suggest there and that is one of the set of recommendations
of the bill is to use one of the other provisions in the bill on vendor
payments and place that particular family on a type of regulated pa-
ments where they don't get the cash in hand so that the mone surely
goes to the children. Now, if the father sees fit to lay around home in
that atmosphere, being kind to his children so that there is no problem
there of abuse% if they need a foster home situation at least we ae
one up on the present situation. So we do feel this is a good feature of
the bill. But that we must be realistic in knowing that just taking himout of the budget and paying sy, $50 a month less in the welfare check
is going to come out of the children just as'much as it does out of himand this has to be faced. So we think the indirect payment idea there
is a meaningful answer, and we would like to try it.

We are vry happy, too, in this child aid situation to see further
recognition of exempting the earnings of those in the child aid family.
There are some in county circles who feel that H.R. 12080 is too lib-
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eral with that respect, that you could ti hten the dollars and cents
figures in the limitations now in the bill. But the general idea of more
recognition of earnings in the family is a very fine thing.

We are also very happy to see the recognition of our law enforcement
activities in desertion cases and in parental nonsupport cases This
is something we have pleaded for for years as some recognition of
the work done in the district attorney's, the county attorneys with re-
spect to law enforcement, and in some of the States, particularly in our
own State of California, we are financing that at 100 percent county
expense just to get the job done. But to have the Federal Government
now require that there be this cooperation between the welfare depart-
ment and local law enforcement, and recognition of that is a very won-
derful thing, and we are very happy to see it,

We think with those safeguards and others in the bill, it is safe to
make the unemployed parents program a permanent one, and we are
hapy to see that the bill does that,

We are happy, too, to see another little vacuum filled in here which
has been, I think, a problem to every State and that is what do you
do about temporary emsrenoy assistance? A family comes in, and they
are completely destitute -This has gone all the way from State aid in
States like New York, county aid in States like California, Salvation
Army aid in States that don t have any basic governmental setup for
those people, you finally in this bill are moving in and recognizing,
limited it is true, 80 days in each year is all that permitted, but that
the Federal Government will say that these kids are just as hungry
today as they will be 6 weeks from now is what'it amounts to and if
you meet toay's empty stomach with Federal funds too and we
appreciate that.

I think this should conclude my testimony, Mr. Chairman. We are
vey happy with the general thrust of the bill.

Senator HARmR. ayor I umas, did you have anything furtherI
Mr. DUMAS. I have one further comment to make based on the

question asked by Senator Williams, that NACO, the National Associa-
tion of Counties and I as the mayor of Baton Rouge, I think I speak
for many other elected officials throughout the country, realize when
you increase benefits that the money has to come from somewhere, you
just can't manufacture it. It has got to be a justifiable reason for in-
creasing it We want you to know we are aware of the situation and
we do, would do anything in the world to work with the Congress, the
Senate to help in any situation we can, increase in benefits means in-
crease in some other branch of the Government. So we are all aware of
that, sir.

Senator HA.ms. Anything further, Senator Curtis?
Senator Talmadge I
If not, thank you very much, gentlemen.
Mr. DuvAs. Thank you very much.
Senator HAnms. We will tell the chairman his hometown was rep-

resented very well.
Mr. DUMAS. Thank you, sir.
(The prepared statement of Mr. Dumas and Mr. MacDougall, with

attachments, follows:)
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STATEMIET ON BEHALF OF THE NATIONAL ASSOCIATION OF COUNTIES BY W. W.

DuMAs, MAYOR-PBESIDENT, BAST BATON ROUo PARISH, LOUISIANA, AND
WiLiTAM R. MAODouoALL, GENERAL COUNSEL, COUNTY SuPimViSoa AssoATIoN
OF CALIZJONIA

Mr. Chairman, Senator Williams, members of the Committee: My name is
W. W. Dumas, and I am the Mayor-Presidetnt of East Baton Rouge Parish, Loui-
siana and a Past President of the National Association of Counties. I am accom-
panied today by Mr. William R. MacDougall, Secretary of the National Associa-
tion of Counties' Committee on Welfare and the General Counsel of the County
Supervisors Association of California. In my opinion and that of our Association,
Mr. MacDougall is unquestionably one of the most informed Individuals in the
nation with respect to local government's relationship and responsibility in the
area of welfare. I hope that you gentlemen take full advantage of Mr. MacDou-
gall's knowledge and experience in examining the merits of the proposed legisla-
tion currently before you.

Here In Washington, In December of 1965, the National Association of Coun-
ties held its first national conference devoted exclusively to the subject of wel-
fare. This conference's purpose was to consider our nation's welfare efforts and
their relationship to the overall problem of poverty.

Two basic concepts clearly emerged from the conference.
One was the restatement of our basic philosophy as to county government's

welfare role-which reads as follows:
"The National Association of Counties believes the responsibility of alleviating

and eliminating poverty is a principal function of county government, and there-
fore urges the respective states to provide counties with broad legal powers to
accomplish such objectives. Additionally, we urge the respective states and the
federal government to participate financially in these programs, but urge that
any accompanying state and federal regulation be such as to maintain the maxi-
mum degree of initiative and responsibility at the local leveL"

The other concept was this-notwithstanding county government's desire to re-
tain and to increase Its role In our nation's welfare efforts, this will be difficult, if
not Impossible, unless the federal government Initiates a more flexible general
policy with respect to local welfare administration. Local elected officials have
neither the desire, nor Is It feasible, to have the responsibility for a program in
which they have virtually no authority. Increased flexibility at the county level
will require federal administrative and legislative action.

I have included at the conclusion of my statement the recommendations of this
National Welfare Conference, as well as the recommendations adopted at our
very recent National Legislative Conference. In view of our time limitation, we
have selected certain recommendations to discuss in greater detail because of their
high priority in county thinking.

I feel it Is important to bear In mind that welfare, nationally speaking, ts
county government's large budgetary Item and accordingly one Of its principal
responsibilities. Thus, you can understand our abiding concern that our views
be given the maximum possible consideration I

Prior to detailing our observation, I should first like to state that except for
several aspects of HR 12080, which we shall elaborate on, we feel it is an
excellent bill.

We do feel it Is possible that some of the new provisions of HR 12080 could
be administered in such a way as to justify the criticisms that have been made
of them. This Is especially so with respect to the provisions dealing with train-
Ing and work placement. On the other hand, these provisions can also be ad-
ministered in such a way as to bring unlimited benefits to welfare recipients
and the nation as a whole.

We feel it is important to note a strong endorsement with respect to the
ability, and integrity of the thousands of federal, state, local elected and non-
elected officials who have the responsibility of carrying out in a partnership ar-
rangement the present and future federal assisted welfare programs. They are
capable, competent, and properly motivated to carry out the new and revised
provisions of HR 12080, and in doing so, we fully expect them to bring credit to our
welfare efforts.

There exists in our federal welfare program, one of the least known and
least justifiable om4,afon. one might imagine I That omission is the federal gov-
ernment's failure to make available anything other than token assistance to
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that pitiful group of needy children who, for reasons beyond their control, have
neither a mother or father or relative of the required consanguinity with whom
they may reside, In order to meet the federal eligibility requirements for assist-
ance-the "foster children." The seriousness of this omission, in the view of our
Association, is of such magnitude that our National Welfare Conference, de-
termined that the attainment of federal assistance for foster care programs
must be our top priority legislative objective. It Is now so designated.

Although the federal government has long recognized that it must bear a
part of the responsibility for the welfare of our needy dependent children, it
has, through an arbitrary distinction in the law, for all practical purposes, Ig.
nored the plight of the foster child. The only exception of note is one grudging
provision of the Aid to Family of Dependent Children's Program, which does
provide assistance to a foster child who is placed in a foster home by a court
order, but only if the child was receiving AFDO aid in and for the month
court action was initiated. The rationale of this distinction has always escaped
us. This provision did provide assistance to approximately 5,780 foster children,
as of June 1065. However, it is our understanding that there are currently
300,000 children in approved foster homes and institutions recognized by the
states for public aid purposes.

In 1962, President Kennedy successfully recommended to Congress that the
Aid to Dependent Children Program (currently entitled Aid to Families with
Dependent Children) be amended to include the needy children of the unem-
ployed. He stated, "Under the aid to dependent children program, needy children
are eligible for assistance if their fathers are deceased, disabled or family de-
serters. In logic and humanity, a child should also be eligible for assistance if his
father is a needy, unemployed worker." We have agreed-and hundreds of coun-
ties have broadened their child aid programs accordingly, under their own state
legislation.

NACO contends that this same logic and humanity is a compelling force to
include children in foster homes. For reasons beyond their control, they have
neither mother, father, nor even a relative of the required consanguinity with
whom they may reside in order to meet the federal requirements.

It is our view that if we must limit our welfare efforts, the last place we should
do so Is with respect to children, especially needy ones who have the added
handicap inherent in foster children.

As you know, HR 12080 as enacted by the House further expands the federal
government's participation in foster home care of dependent children. The leg-
islation provides that, although a court order is still required for placement, the
child need not have received AFDC aid during the month in which he or she were
placed in a foster home. Rather, it provides that in the six months before pro-
ceedings started in the court, they would be eligible for AFDC If they had lived
in the home of a relative.

Unfortunately such a requirement, although aiding some additional children,
works further Inequities on a great many more than it aids. In the first place, you
have a situation where approximately 22 states have adopted the AFDC-UP pro-
gram while 28 states have not. Consequently, foster children in 22 states will have
a different set of criteria as far as potential eligibility for federal assistance than
those in the 28 other states. We urge this Committee to provide for uniform as-
sistance to all needy children.

As is evidenced by the requirement of a "court order," there is an apparent
feeling that such is a necessary procedure prior to federal participation. If the
court order Is used as a mechanism to hold down the federal government's par-
ticipation, then it is understandable and an effective device. We do not feel that
is the intention.

If it is the contention of the federal government that the court order is an
essential requirement solely to protect the rights of the child and his parents,
then we contend this requirement is In itself an injustice. Our contention is sup-
ported by 35 out of the 36 states responding to a survey we conducted on this
very subject. The survey was answered by those state officials having the pri-
mary and ultimate responsibility for foster care programs within the respective
states.

We have received an unofficial estimate from some informal sources that HR
12080 might assist up to 50,000 foster children. This leaves 175,000 needy foster
children still unaided by federal participation. The financial lure to go the
court route in the future, regardless of the situation, will be difficult to resist
and with it, unfortunate results for many children as well as their parents.
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I think the various responses of our survey make the best possible care for
federal participation for all needy children placed in a foster home by an ap-
proved state procedure. Such eligibility is embodied in S. 1186 introduced by
Senator Fulbright and Senator McCarthy of this Committee.

Of the 50 questionnaires which were sent to each of the state agencies with
primary responsibilities for placing needy children in foster homes, 38 have been
returned. Each state which answered the questionnaire, except Arizona, indicated
that they were in favor of federal participation for needy children in foster homes
placed there under approved state procedure rather than preference, for the
requirement of a court order prior to federal participation. Eveyone of the states
which responded, except that of Arizona, maintains an approved, voluntary pro-
cedure in addition to a court order in admitting children to foster homes. In
every case, again with the exception of Arizona, it was felt that children placed
in a foster home other than by a court order have their rights, as well as those
of thedr parents, adequately protected.

The voluntary placement technique generally follows the ame lines in all states
in that it involves a contractual agreement between parents, or persons standing
in place of parents, and the relevant social service agency.

In Louisiana, such voluntary placement can be accomplished through a stir-
render for adoption by the parents or by contract with the parents fol a limited
time.

In the state of Maine where voluntary placement is used, the plan is devised
jointly by the parent and the agency with final decision and approval residing
with the parent. Social and financial need determine tlw nature and scope of the
agency service.

In the state of Oregon where children may be placed in foster care oni the
basis of a written voluntary consent of the parents as vveil as by a court order,
between 10 and 20 percent of the foster home placements are voluntary.

In Delaware, the following procedures, in addition to a court order, are ild
in placing children in foster homes: (1) direct application of a parent or relative,
(2) referral from Protective Service In the Child Welfare Division of the D-part-
ment, (3) referral from another agency within the state, (4) referral front the
Public Assistance Division, (5) referral from anyone regarding a child who has
been placed with a non-relative and is without legal protection. Delaware Indi-
cated "a very small percent" of its 1,200 foster children would be assisted by the
restrictive House version.

The state of Texas has offered a well expressed observation regarding volun-
tary placement. Here casework analysis establishes the need of the chlid and
considers the rights of all parties concerned. This method involves the active
participation of the parent in planning for the child and builds upon the parental
strengths for those cases in which this is appropriate. They fthr-her obsrrve thai
to remove custody of some children from their natural parents by court action
fosters their dependency and contributes to the Inadequacy and irresponst.
bilty of the parents rather than assistinig the parents in being more rcponsible
for adequate child care and growing Into more adequate parenthood through the
aid of social and rehabilitation services.

In the state of New York, which has 44,000 children under foster care, and
therefore the larger number of any of the states, more than 80 percent of the
children do not come into foster care through the court.

In Los Angeles County, only 25 percent of the Department of Public Social
Services placements have involved court action. Seventy-five percent result from
cooperative planning by parents and the agency for the biust interest of the child

In Los Angeles County, the present law provides assistance to 1% of the foster
home placements because (a) court action was not needed, or (b) the child was
not receiving aid to families with dependent children when court action occurred.
Tos Angeles County observes that the Juvenile Court should be used for the pro-
tectioji of children and not as a means for obtaimig federal participation in
foster care. Los Angeles County further notes that when the large majority of
dependent, neglected children can be placed and protected by mutual agreement
between the parents and the child welfare agency, there is no basis for petitioning
the court. Court proceedings involve Judges, probation officers, and other related
personnel, and are e.trenmely costly. The Director feels that there is no jutifica-
lion for local governments to finance this costly and unnecessary procedure. One
compromise which might be offered should the admmitstration be willing to sup-
port the elimination of requiring court involvement for federal participation
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would be: federal participation be available for children placed by order of a court
and for children placed by a state or local agency that has an approved profes.
slonl protective services program.

The following are several answers to the question regarding the reasons or
circumstances why it is preferable to place a needy child in foster homes other
than by a court order. The state of Georgia observed that there is no need to
subject an already distressed parent or guardian to court action unless the cir-
cumstances require it. A parent who is ill, temporarily destitute, etc., need not
have to go to court. Many people are afraid of court procedures and would choose
not to take an otherwise desirable action if It meant going to court.

The state of Maine felt that the avoidance of court action where possible im-
prores chances of family rehabilitation. The higher percentage of children placed
under the voluntary program are replaced in their own homes with obvious long-
run financial savings. If court order requirement is dropped from HR 12080, safe-
guards to protect voluntary nature and parental rights should be written Into
the law.

'he state of Mississippl observes that If financial need Is the problem and if
parents do consent to placement, they feel the signature on the parental consent
form Is preferable to court order. A child should not have to experience a court
hearing stuntion because of financial needs that exist In his family.

In Pennsylvania it is felt that placement under a court order implies an ad-
versary proceeding and this Is distasteful and demeaning when there is no Issue
of neglect, abuse or unwillingness to exercise parental responsibility. Parents
should I* encouraged to discharge their responsibilities in a responsible way, and
reliant, upon court procedure and court order takes this responsibility for them.

In te state of Nevada, the Welfare Division feels there are selected cases iti
whicn a voluntary agreement with the natural parents Is preferable to n court
order. These cases Include the unwed mother who Is undecided about relinquish-
Ing her child for adoption; the child for whom foster care is needed for a brief
period of time because of some temporary family problem; and the child with a
physical or mental handicap for whom care outside his own home is Indicated,
perhaps to take advantage of special medical and education facilities not avail-
able In his own community. The important determining factor In accepting a child
on a voluntary agreement versus a court order is the strength of the parent and
his ability to work cooperatively with the agency in the best interest of the
child.

In the state of New Jersey, it is felt that the necessity for appearance in court
could frequently be m(sinterpretcd by the child and the necessity for court action
could frequently result in unnecessary delays in imperative or desirable place-
nent.

The state of New York observes that In many cases of children going into foster
care placement, neglect or potential neglect which might indicate the advisability
of court action Is not present. For example, a child may be emotionally disturbed,
his parents recognize the need for foster care and cooperate fully with the placing
agency, or foster care may be necessary for a temporary period because of illness
of a parent and It is not possible to keep a child in his own home through the
provisions of a homemaker service or day care. Where the parents are coopera-
tive, and are not neglecting the children, it does not appear that the authority of
the court needs to be invoked in order to effect necessary foster care for their
children.

North Carolina feels there are frequent situations where a child needs an
Interim living arrangement while his own home Is receiving social services which
will preserve and strengthen the home. The child's right to receive AFDC should
not be Jeopardized by his need for foster home care. In North Dakota, It is felt
that a court procedure should not be required of responsible parents to be eligible
for foster care services. They want the parents to carry the maximum respon-
sibility in planning for their children. Placement by a court order would shift the
responsibility from parents to the court, and undermie rather than strengthen
parental responsibility for children.

In the state of Ohio where the voluntary agreement under which a child is
placed In the temporary custody of an agency often follows extensive casework
service to the family. Because the family has thus been enabled to share in the
decision for placement, a continuing relationship can be preserved with the ulti-
mate result of rehabilitation of the natural home. The court procedure, on the
other hand, often engenders hostile and offensive feeling resulting in loss of
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meaningful contact between agency and parent and between parent and child.
The state of Ohio observes that the court order specifically for placement or
specifically requiring that physical custody be removed from the parent Is con-
sidered by the better child welfare agencies to be a deterrent to the agency's
provision of the optlmmn service. In.post instances, the county-agency relation-
ships are such that the court commit.%the child to he agency's custody but leaves
to the agencies decisions regarding the kind of care (own home under supervision
as against foster care) most beneficial to the child and family at any particular
time. This very flexibility might preclude eligibility of some children under HR
12080.

The state of South Dakota makes a simple observatIton that people usually can
do voluntarily anything a court can force them to do involuntarily and as a result,
it Is easier to plan trith natural parents and the children for their return to their
own home.

In Tennessee, It Is observed that the focus in utilizing foster care placements is
toward serving the total family and with the conviction that the majority of chil-
dren can best be served in their own homes. Voluntary placements enhance case-
work planning and rehabilitation. If required to bring all placements before the
court for adjudication. it will decrease the effectivene,.-. and bring undue pressure
and responsibility on the court.

In West Virginia, it Is felt that a responsible parent or parents should be able
to request voluntary placement of their child for a temporary period of time
because of such problems as hospitalization, absence, marital problems, or other
family crises that interfere or prevent the parent from the caring for the child
temporarily. Under these circumstances, a parent should not be charged with
neglect and lose legal custody of his child which is necessary before a child can
be placed on the basis of a court order and he eligible for AFDO foster care.

We are extremely gratified that the Chairman of this Committee once again
plans to ntroduce legislation wileh would truly bring equity to the federal gov-
ernmet's treatment of these foster children. In the past, we have endorsed
Senator Long's efforts to remedy the unfortunate limitations for persons in
tubercular Institutions, and we strongly support his efforts to correct the situa-
lion as with respect to the federal program's aid for foster children.

In essence, his bill will in thousands of cases make the difference in providing
proper and wholesome foster family homes, where such are not now available,
due to the financial inability of many couples qualified and desiring to care for
a foster child. Because of low foster payments they are now unable to do so.

Secondly, it will increase the financial a&slstance to our foster care child insti-
tutions, thereby Inproving their ability to provide an environment offering the
foster children a better opportunity of making the difficult adjustment to the Or-
cumstances with which they are confronted.

Lastly, It will provide aid for professional services, and for the training of
appropriate personnel necessary to deal with the problem of our foster care
programs.

It is important to point out that we are all in full agreement that, if possible,
a child should be in his natural home--and every effort should be made to keep
him there if such Is in his best Interest. The fact remains that there are thousands
of eases where it is either impossible or undesirable for a child to remain in
his natural home and there is no alternative other than a foster home. Surely,
that child deserves the same federal consideration as any other.

I would at this time like to request Mr. MacDougall to present the remaining
portion of our testimony.

FEDERAL STANDARD OF "NEW"

One of the most significant portions of the President's welfare proposal would
have Congress establish a minimum standard for public assistance payments
according to each state's definition of "need." It this measure was adopted, every
state would 1e required to pay 100 percent of Its own definition of "need" to wel-
fare recipient-, before July 1, 1060. In the interim, no state wold be permitted
to pay a lower standard than It had in 1966, at the risk of forfeiting all federal
funds. Thus, the federal government would establish a floor under which no
state could go In its cash grants to public assistance recipients. An appropria-
tion of only $60 million accompanles this major propomil, to be used by those
slates with real financial "hardships." Presumably, no additional federal funds

88281 0-4T-pt. 2-47-8
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would be available for the "richer" states who would nevertheless be bound
by the Same provisions.

We do not dispute the fikt that the goal of meeting a public assistance recip-
tent's full needs is laudable. Neither do we contest the statement of the Federal
Advisory Council on Public Welfare, In Its discussion of this Issue, that reel.
plents "are not dependent through choice, but are victims of economic, social,
or health circumstances beyond their control.. ." We cannot be accused of favor-
Ing low grants as a means of punishing the unfortunate. What is In dispute is
the method by which the welfare system-federal, state and county--can best
provide for the needy.

In California, for example, only one program In which the federal govern.
ment shares--the Aid to Families with Dependent Children Program-falls below
the state's definition of full "need." Our blind, aged, and disabled programs meet
the definition of need. But I must emphasize that this is not the case In most other
states. Indeed, 81 states pay below their standard and 8 pay less than a half !
And It is this regrettable situation that concerns you, Just as it concerns every
state and county official who has the awesome responsibility for establishing
public assistance standards.

If unlimited funds were available, I might not be here before you today on this
issue, although I do have some reservations about the advisability of the federal
government moving Into as traditional a function of state government as that
of establishing welfare grant standards.

But, regrettably, money (a our problem In this issue, Just as It Is in every issue
with which you gentlemen of this Committee must deal.

If I may be permitted to refer again to California's statistics: For the one
category which does not presently meet the state's definition of need, it is esti-
mated that it would take an additional $33.2 million to meet full need. As pres-
ently phrased, HR 5710 would provide little or no increased federal sharing to
meet this extra financial burden. Thus, the counties and state of California would
be forced to meet an additional cost of $33.2 million, and that is an amount which
can only grote between now and 1909 and for each year after that. Indeed In
1968, if present trends continue, our State Department of Social Welfare has
estimated that 10 percent of all children under 18 years of age In California will
be eligible to receive AFDO payments I

An Insistence upon a federal standard of grant payments could have the ad-
verse effect upon California by forcing the state to equalize its standard of aid
so that all cases would get the same treatment, but all would generally receive
lee# money than they now receive. In other words, it is possible for the State
of California to consider an assistance standard that is well within its maximum
payment base that would equitably apply to all persons but will allow less
money for a vast number of cases. This adverse effect is certainly not the Intent
of the measure before you, but financial necessity could easily force any state
to resort to such a practice.

It is the National Association of Counties firm belief that any federal require-
ments in this area should be accompanied by corresponding federal financing
of the additional costs. As the Advisory Council on Public Welfare so correctly
observed, ". . . strong federal leadership, combined with greater federal financial
responsibility, are absolutely essential to bringing substandard public assistance
payments up to a proper and decent level."

WELFARE ABUSES

From the standpoint of the elected county official, one of the most difficult prob-
lems confronting the administration of our welfare programs Is the inability to
adequately control the problems arising from those welfare recipients who are
unable to properly manage their financial affairs. This situation seriously Jeop-
ardizes the local elected official's efforts to secure the needed local public support
for an adequately financed program, not to mention the more important aspect
of thwarting the Intent and purposes of its program.

This problem was recognized in the 1002 Amendments to the Social Security
Act, by the enactment of what Is referred to as "third party protective payments."
Although this provision has now been in existence for almost five years, it has
proven to be Ineffective In handling the problem. According to our latest Informa-
tion, only five Jurisdictions have been fit to Implement the provisions--and even
In those five Jurisdictions the situation appears to be not very satisfactory.



SOCIAL SECURITY AMENDMENTS OF 1967 1305

We feel that It Is vital that some new mechanism be provided in order to allow
a greater local flexibility In money management of welfare payments. It is
equally important to stress that our purpose is not to jeopardize the basic con-
cept of unrestricted cash payments. Rather, It Is to correct those abuses that,
In effect, are greatly damaging the entire welfare program.

We therefore strongly endorse the Section 207 of the bill which provides for
vendor payments and discontinues the requirement that a state must met need
in full in order to utilize protective or vendor payments.

Section 207 brings to mind a problem caused by one provision of 11.11. 12080, a
problem which the use of vendor or protective payments can help solve. As you
kiow, the proposed work and training program, a provision we strongly support,
provides that those members of the fatally who refuse without good cause to
aiccpt training or employnent would lie cut off the rolls. (Children would not
have to be cut off tihe rolls but the adults would not get payments.)

The probIem Is that despite time fact that the adult Is cut off the rolls, lie is
.till in the Imon and will continue to share with the children whatever they are
still entitled to receive. Unless there would be justifiable reasons for removing
ihe children from the home, and a refusal on tie prt of the parent to work

would hardly lie .-o, you are penalizing the child as well as the parent. We suggest
that in such a case, protective or vendor payments be utilized aid tile adult or
adults still be computed In determining the total grant.

INCENTIVES PAYMENTS ISM-C. 202)

As you will note by the attachment seating forlh our Welfare Conference
recommendations, there are a number of other Items In the bill which we are
totally in sympathy with. One I should like to particularly point out is tile one
dealing with Incentlves for employment. Its merits have been adequately cov-
ered by other witnesses; however, we Join in support for its enactment.

WORK AND TBAININO PROOHAM (S1X. 204)

As previously mentioned, we endorse the work and trainhig program, and
we welcome the correction of the previous problem in the existing program by
allowing time federal sharig in the cost of training, supervision, and materials.

PARENTAL DF;SERTION

Tie bill provision to allow federal sharing iln time reasonable expenses of time
law enforcement agencies with respect to welfare recipients as a usual adminis-
trative expense of time welfare program is desirable and another we feel will
provile significant assistance in rendering the problem it Is designed to correct,
that is, problems caused by the de.4erton of parents. Notwithstanding the fact
that this provision will result In sonic, and hopefully many cases going off file
public rolls, and that our work and training programs will soon also start accom-
plishing the same objective, we (to not feel it Is realistic to expect that the total
number of cases of aid to children with a rent absent front the homoe will
stabilize, or start diminishing, as of January 1968. The result will be a larger
burden being placed on the state and local governments, a burden which Is already
very significant and one that will Ineronvo by virtue of H.R. 12080. However,
we feel that the added cost to be Incurred by county government as a result
of this bill is money well spent In that we consider It more of an Investment than
a typical grant.

AID TO NEEDY CIIILDREN WITH UNEMPLOYED PARENTS

Another of NACO's recommendations resulting from our Welfare Conference
was thnt of making this program permanent and we are pleased that 1I.R.
12080 would (10 so. However, we feel a federal definition of unemployment,
especially the one outlined In the bill, will result In a very difficult and unwork-
able administrative problem. We would urge that the definition be left to tile
states or at the very minimum some broader federal guidelines than those pres-
ently proposed.



1306 SOCIAL SEOU1U'PY AMENDMENTS OF 1067

TEMPORARY EMERGENCY ASSISTANCE

We find this portion of the legislation to be one of its mos constructive In-
gredients. Surely the process of determining eligibility and authorizing pay-
ments should not preclude the meeting of emergency needs when they ara re-
quired. We are hopeful that the legislation will be broad enough in this area to
Include a wide variety of emergency situations.

REOOMMENDATIONS

OF THR
FIRST NATIONAL AssooIATIoN OF COUNTIES WELFARE CONFERENCE

RECOMMENDATION I-SINGLE PUBLIC ASSISTANCE CATEGORY

The National Association of Counties urges the creation of a new federal
category of Public Assistance based upon the single criterion of need and with
a single formula for federal financial assistance. Conversion to this new category
would be optional, therefore permitting those states who desired, to continue
under the existing categories.

RECOMMENDATION II-AID TO NEEDY FAMILIES WITH UNEMPLOYED PARENT

The National Association of Counties urges that federal aid to needy families
with an unemployed parent be made a permanent part of the aid to families
with dependent children program.

RECOMMENDATION Ill-THIRD PARTY, VOUCHER, DIRECT VENDOR PAYMENTS

The National Association of Counties encourages the programs and policies
that prepare welfare clients to be self-sufficient and there is In favor of the
principle of the unrestricted cash payment. We do recognize, however, that
there are individuals who are not able to properly manage their own financial
affairs, and for such clients, welfare departments should be given the authority
to use either third party payments, voucher payments or direct vendor pay-
ments, whichever Is most appropriate.

'The National Association of Counties further recommends that the present
59o% ceiling on protective payments be abolished.

RECOMMENDATION IV-IMPROVEMENT OF WORK AND TRAINING PROGRAMS

The National Association of Counties suggests that legislation which pro-
vides federal participation in costs of community work and training programs
designed to conserve -and develop work skills of the unemployed parent receiv-
ing AFDO should be improved and made permanent and that the federal gov-
ernment share in all staff, training, and maintenance costs of such programs.

RECOMMENDATION V-SEW WELFARE EMPLOYMENT OBITERIA

Whereas the present federal and state classification and qualification staffing
requirements for welfare and social workers often result in the wasteful ap-
plication of professional talent to sub-professional tasks and often precludes
the employment of competent persons to perform many welfare tasks, the Na-
tional Association of Counties urges and recommends that the federal govern-
ment foster and encourage the states to experiment in the use of sub-profes-
sional classifications.

Whereas it is difficult to obtain necessary caseworkers under the present man-
dated classifications and qualifications, we recommend in the interest of home rule
and greater efficiency that the fixing of such classifications and qualifications be
vested in the local unit of government administering such relief, consistent with
Civil Service as established in each state.

Senator HAmus. Mr. Green.
Our next witness is the Honorable S. William Green, assembly-

man of the State of New York,
We welcome you here and we will be pleased to hear from you at

this time
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STATEMENT OF S. WILLIAM GREEN, MEMBER, NEW YORK STATE
ASSEMBLY

MI GREENW. Thank you very much, Mr. Chairman. Out of defer-
ence to the requests thrit have previously been made by the commit-
tee staff to make my remarks short, I have abbreviated my full state-
ment to a very short. digest, but I hope my full statement will be
included in the record.

Senator I-Ia xs. Very well. We apologize to you for your time
limitations. Your statement will be printed in full.

Mr. G(iIN. I do want to state that, when I am referring to the fiscal
projections for my State, the documentary backup that it is not just
out of the air, it is in my full statement.

Senator HARRIs. The insertion will include the tables.
Mr. GRIMN. Thank you, sir.
As a member of the New York Legislature, I want to thank you

for permitting me to tell you today some of the problems that the
ADO ceiling and the medicaid income limits proposed by H.R. 12080
would create for us on a State level. The gravity of the problem to us
can be seen front the fact that by 1970 these two measures could cost
my State, New York, $172 million a year in lost Federal reimburse-
ments.

Let me begin with the January 1967 base ceiling which section
208 of the bill imposes upon the absent parent category of aid to
dependent children cases which in any State amount to two-thirds
of the total ADO caseload.

We, in New York, have experienced a continuing rise in our ADO
caseload over the last, several years. In the most recent 12-month
period for which statewide data have been distributed this increase
was an appalling 221/2 percent. We, in New York, have not been de-
linquent in trying to meet this situation. First, we have provided 50
percent State reimbursement for the operation of local day care cen-
ters where mothers could leave children in order to take jobs.

Second, to the extent permitted under Federal law we have en-
couraged welfare recipients to seek jobs by reducing welfare payments
less than the wages received.

Third, we have established a program to make birth control infor-
mation and supplies available to welfare recipients. I am sure you
will recognize in these programs steps similar to those where H.R.
12080 proposes Federal action. So we ask you to work with us in
trying to meet the problem instead of imposing an arbitrary ceiling
on us which can only aggravate our difficulties.

Indeed, as far as we are concerned the ceiling is already obsolete.
By May 1967, the last month for which statewide data have been dis-
tributed, we, in New York exceeded the ceiling by almost 28,000
persons. Moreover, even if the bill bas all the answers to our welfare
problem it will take time to put Its various programs into effect. Thus
the bill itself gives States until July 1, 1969, to get community work
and training programs going. In the meantime our caseloads must
inevitably be rising. If tfis growth continues at our most recent rate
a January 1967 based ceiling will cost us $40 million in the State's
1968-69 fiscal year.
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What if the bill's solutions fail I For example, the bill relies heavily
on foster home programs to break the cycle of dependency by which
successive generations continue on welfare.

In New York, the bulk of our ADO children are of Negro and
Puerto Rican origin and we already have a shortage of foster homes
willing to receive Negro and Puerto Rican children under existing
pr oimng beyond this, I fear that the basic cause of our swelling wel-

fare rolls is thei migration to tho cities resulting from the technological
revolution in American agriculture, which has drastically reduced
the need for farm labor. This migration is coming at a time when auto-
mation is ending the era when any man, regardless of how scanty
his education or training could earn a living for his family by the
strength of his back and the sweat of his brow. The result is that our
economy is simply not producing enough of the kinds of jobs that
these rural migrants to our cities can do.

If this is the case, the program proposed in H.R. 12080 will not halt
the growth in ADO caseload. In this event, the ADO caseload ceiling
would work a major injustice on States like New York which are on
the receiving end of this migration. It in fact, our ADO caseloads
should continue to rise at its present rate, by 1970, we, in New York, will
have an ADO caseload more than 360,000 persons in excess of the
proposed ceiling, and we will be losing Federal reimbursements at the
rate of, almost $117 million per year.

I do not think that State and local governments should be called on
to bear fiscal risk of this magnitude when the risks do not arise
from conditions of their own making. The fact is that this migration
from rural to urban areas is a national problem. The National Govern-
ment ought to be assuming more of the responsibility for this problem.
H.R. 12080, in effect, moves in exactly the opposite direction and will
impose more of the costs on those particular areas of the country
which are already bearing the greatest burden of these changes.

I strongly urge you to recognize the national responsibility to
meet this challenge. We in the cities, and in the great urban States
have already pressed to our fiscal limits in trying to cope with this
situation.

For example, in my few years in our State legislature, I have
twice had to vote for major tax increases, in 1965 for New York State
and in 1966 for New York City. We face every prospect of having to
go through this at our session next year, another time for both.

To throw more of the fiscal burden on the cities and ask us to raise
our local taxes still more simply drives away the very industry we
must keep to create the jobs to take these families off the welfare
rolls. The problem is not an easy one, but surely its solution is not to
be found by transferring more of the fiscal burden away from the
Federal Government, which has the ability to distribute it equitably
throughout the country and imposing it instead on those urban centers
already reeling under the load and thereby losing in the competition
for employment giving getting industry and business.

Let me now turn to section 220(a) of the bill which would impose
an income limit on families receiving federally reimbursed medicaid
and which would, by 1970, in New York State, impose an income limit
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of $4,300 a year for a family of four compared with our present
ceiling of $6 000 a year for a comparable family.

By 1970, this provision would cost New York State more than $55
million per year.

The proposal to place a Federal income limit on families eligible
for federally reimbursed medicaid appears to be based on the assump-
tion that a few States have taken advantage of medicaid by imposing
unexpectedly high income limits. In fact this is not the case. Nor is it
true that the proposed income limits affect only a few States.

Since New York has the highest medicaid income limits, I suppose
the charge of abuse is intended to be made with particular force
against us. Yet the fact is that in 1965 when medicaid was adopted,
income limits ior our medical assistance programs were $4,700 for
medical care and $5,200 for hospital care-that is for the same family
of four. These income limits were already in the process of being in-
creased because of increasing living and medical costs at the time when
medicaid came into effect. o our $6,000 medicaid income limit for a
family of four is scarcely out of line with our preexisting program.

Under these circumstances it is hard to see how our income limits
can have come as such a shock, and the proposed income limit in H.R.
12080 which, as I said, would work out in our State to an income limit
of $4,300 in .70 for a family of four is, in fact, lower than the income
limits we had when medicaid was ado pted.

This is particularly incongruous because Social Security Act sec-
tion 1902(c) requires that a State medicaid plan continue to provide
assistance for those covered by premedicaid medical plans and althouh
H.R. 12080 amends the maintenance of effort provisions of Social Se-
curity Act section 1117, which requires total expenditure to be main-
tained, it does not appear to alter this requirement for an approved
State plan under section 1902(c).

This would appear to require us to maintain at least $4,700 and
$5,200 income limits we had when medicaid was adopted although re-
imbursing us only on the basis of a $4,800 income limit which is a
manifestly unjust result.

So far I have concentrated on New York because I know its prob-
lems best. But I should point out that H.R. 12080 is not limited to New
York. It would roll back the income limits on medicaid in 14 States
having more than 45 percent of the Nation's population. H.R. 12080
does not affect only a few. It is a serious cutback in a major social
program.

Of course, I am aware of the budgetary impact of medicaid, because
we are feeling it on the State and local level just as you are on the
Federal level. But this impact is only a symptom of the general rise in
medical costs far outstripping the cost of living, a 9.2-percent increase
last year, for example.

If we are to deaf with these rising costs, I believe we must reexamine
the whole method by which medical care is delivered in our country.

Section 402(a) of the bill takes a halting step in this direction. It
authorizes the Secretary of Health Education, and Welfare to conduct
experiments in payment systems or medical care. I believe that this
section should be greatly broadened in scope to deal with all aspects
of the delivery of medical care I believe its would deal with such ques-
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tions as, can we transfer a substantial portion of our present hospital
patients to nursing homes since nursing home patient care costs are
about half those of hospitals itelfI To what extent can paramedical
personnel be substituted for doctors in handling routine work? To
what extent can an extensive preventive medical program keep people
from getting sick and thus cut medical costs? The surprising fact is
that, although we spend $2.3 billion a year on medical research--and
you in the Federal Government are providing $1.5 billion per year of
this--very little is being spent on problems such as these.

I have gone to great efforts at the Federal and State level to try to
develop an actual figure and it is apparently so insignificant that no
one could give me a number on that, but it is extremely small. I re-
spectfully suggest that if you want to solve the problem of medical
costs instead of passing it back to the States and to families without
the resources to cope with it, you should establish a major research
program to finance study of such questions as I set forth above.

I want to thank you again for fitting me into your busy schedule and
for letting me tell you some of the problems that this bill creates for
us on the State and local level. 0

Senator HAwm. Thank you Mr. Green.
I think you have put your inger on a national problem we are go!ng

to have to face up to. This is the rural-to-urban shift of our population
which, unfortunately for so long, many people felt was inevitable and
nothing could be done about it. I think we could do something about it
and should; but if we don't-and I don't think there is much chance
we are going to do much about it immediately-then we are going to
have to recognize that whether the birth rate goes up or not we still are
going to have people moving into New York and New York City, and
that is very much involved ini this upper limit set forth in 12080.

Mr. GPwmN. Yes, but to give you just an example of how that has
affected us. The figures in the census from 1950 to 1960 showed a popu-
lation change in New York consisting basically of a movement to the
suburbs of a net of about 900,000, largely middle-income white fam-
ilies, and there replacement by about 800,000 low-income, largely
Negro and Puerto Rican families and, of course, you can see the effect
of thi s on our tax base, and also in terms of our welfare expenditures.
This is certainly not a problem we are happy with, but I do ask you to
give us a little forbearance because of these serious difficulties we areracing.

Senator HAwas. Senator Curtis ?
Senator CuRs. How many family units are there in New York

State?
Mr. GRiF.. Total number of families? We have a total population

of about 171h million, I guess you could divide that by the average size
of four.

Senator Comm. 4% million?
Mr. Gnmx. In that range.
Senator Curm. How many are eligible for medicaid?
Mr. GRnx. Well, I would have to qualify my answer somewhat. I

would say that our income limits would create an eligibility poten-
tial, although only a small percentage of these people have actually
signed up, of something on the order of 8 million. However, althouh
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it has not been as heavily publicized we also have limits on assets,
which I suspect will, in fact, keep this slowed down very substan-
tially, we have an asset limit of $3,000 in terms of cash assets plus
insurance or burial reserve of $1,000 per family member.

Senator CurIs. Is that, 8 million people or 8 million families?
Mr. GREEN. No, that is people.
Senator Cuitns. And that is exclusive of medicare.
Mr. GREEN. That would include people of the over 65 bracket in the

number of people who are eligible.
Senator Cviris. Not if they were receiving medicare?
Mr. GREEN. They would have no reason to apply to medicaid, but

they ar included in that, figure of potential income eligibility.
Senator Curis. In other words, you have got. a standard that takes

care of about hal f of your people?
Mr. GREEN. I would say it could potentially. We had a standard

before medicaid came in which took care of about 51h to 6 million
)eopla, but our total number of people using these programs was only

about 1 million.
Senator Cymrs. Who paid for it?
Mr. GREEN. Some of it was under the preexisting Federal programs

under the various titles which provided some form of medical assist-
ance and, of course, we had the State and local contributions.

Senator Cuirris. Well, aside from medical assistance to the aging,
what other programs did you get?

Mr. GREN. "You had programs for medical aid to the blind; some
others covered by welfare for children. I can give you the full titles.
There were five titles.

Senator CURTIS. When did medicaid go into effect?
Mr. Gn.EFN. In New York State, May 1, 1966. It was adopted here

in 1965.
Senator Cums. Yes.
In the year prior to when it went into effect how much Federal

money was being spent in New York for medical assistance?
Mr. GREEN. I don't have the exact figure on that, but there is no ques-

tion but that medicaid increased it quite substantially.
Senator Curis. Even with the new limits it will be way more than

it was before?
Mr. GREEN. The total amount we in New York State spent on medical

assistance including Federal contributions in the last fiscal year was
not extraordinarily above what was being spent before, no, sir. There
was some increase, and I have every reason to expect there will be a
more substantial increase this year.

Senator CuwTs. What is your age limit for providing AFDC care,
the upper age limit?

Mr. G REN. I believe it is 20 years, I would have to check it. I should
explain that our State medicaid pro ram goes all the way through.

Senator CuwTis. I am talking about AFDC.
Mr. GR N. I think that is correct, that 20 years in the cutoff.
Senator Ctins. 20 years?
Mr. GRFEN. Yes.
Senator CUws. How many children are there in New York under

20 years of age?
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Mr. Gniz. I can dig out those statistics for you.I guess our total
population of children m that category was.approximtely 5,6)20,0000.

Senator O mis. And how many were receiving AFDC
Mr. GmqE. 699,868 in May 1967.
Senator CumTs. How many I
Mr. GRmE. 699 868 is the total number of people covered under the

aid to dependent children in New York in May 1967.
Senator Ouwns. In other words, about one out of six or so?
Mr. GREN. That includes categories other than the absent parent

categories, and also includes parents of children.
Senator Oumr. Oh, yes, I understand.
I think that is all.
Senator HARRs. Thank you very much, Mr. Green.
Mr. GRns. Thank you, sir.
(Mr. Green's prepared statement follows:)

T wo1oqy or S. WnIxAM GaiN, MEMBER, Nzw YORK STATE AssEMBLY
(Rz,.-N.Y. 00.)

As a member of the New York State Legislature, I want to express my appre-
clation to the Senate Finance Committee for the opportunity to appear before
you today to tell you something of the problems which H.R. 12080 would create for
us on the state level. I particularly want to stress the effect of (1) the ceiling
on number of dependent children with respect to which Federal reimbursement
would be available and (2) the ceiling on Medicaid income limits. I think I can
indicate the gravity of these proposals as far as my state Is concerned by point-
Ing out that they could cost us In excess of $172 million in lost Federal reim-
bureement in 1970 and each year thereafter.
1. Aid to Families with Dependent Ohlidren

Section 208 of the House-passed bill would add a new subsection (d) to Sec-
tion 403 of the Social Security Act which would impose a ceiling on Federal re-
imbursement to states for aid to families with dependent children. The ceiling
would apply to those cases where aid is being given on the basis of absence of
a parent from the child's home by reason of desertion, separation without a
court decree, or non-marriage to the child's other parent. In my state, these
categories amount to at least two-thirds of the ADO caseload.

The ceiling to be imposed would be based on the number of children in a state
with respect to whom payments for this category of aid were being made on
January 1, 1007. If there is no change in a state's under-21 population from
January 1,1967, the number of such children with respect to whom aid was being
given on January 1, 1967 becomes the ceiling, and the stge loses any Federal
reimbursement for any Increase in this category of ADO cases. If there is a
change in the state's under-21 population, there is a proportionate adjustment
in the ceiling.

We in New York have been experiencing a continuing rise In our ADO case-
load for the last several years. Until last year, that increase had been some 10%
per year-1O.6%, for example, between 1965 and 1966. This last year, I am sorry
to report, the Increase was at a much greater rate, 22.5% between May 1966 and
May 1967, the last month for which data was available when I prepared the
statistics on which this statement is based.

It is not hard to see that this Increase in caseload has already brought us
well past the January 1, 1967 ceiling, and, if the proposed ceiling is enacted, it
must inevitably create a critical situation in my state and others similarly
situated.

Before I present to you the detailed statistics to document this statement, let
me state that we In New York share the concern which was expressed by the
House Ways and Means Committee at the spiraling increase in our welfare rolls.
Nor have we been delinquent in trying to combat this situation.' Indeed, we have
embarked on programs to meet this situation which In many respects parallel
those included In the bill as passed by the House. For example:
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1. We have enacted legislation to provide 50% state reimbursement to local
governments for the operation of day-care centers where mothers could leave
their children in order to hold jobs.

2. To the extent permitted under Federal law, we have enacted legislation so
that welfare payments lre reduced less than the amount of income received when
welfare recipients take jobs, thus providing a financial incentive for welfare
recipients to seek employment.

3. Our State Board of Social Welfare, the policymaking head of our welfare
operations, has established programs to make birth control information and
supplies available to welfare recipients; in 1965 the legislature repealed a 19th
Century anti-birth control law in order to remove any statutory impediment to
this program.

In short, this is not a problem that the states have ignored. Indeed, the effect
of soaring welfare costs on state and local budgets is such that we could not
ignore this problem even if we would. But we ask you to work with us in trying
to solve the problem, and not to impose on us. an arbitrary caseload ceiling which
can only aggravate the problem at the state and local level.

I have prepared some statistical studies to demonstrate exactly how critical
that situation will be if the ceiling is enacted, and I want to share the results
of these studies with you. In preparing these studies, I have made certain assump-
tions to simplify the calculations, but they are significant assumptions, and
candor requires that I make them clear to you:

1. 1 have asumed that ?lew York's total under-21 population will remain
.. table over the next few years. I have done so because birth rates have recently
been falling, and, starting this year, the first members of the post-World War II
baby boom generation will be turning 21. To the extent that total under-21 pop-
ulation instead increases, our problem eases because such an increase propor-
tionately increases the proposed ceiling.

2. I have assumed that the proportion of ADO children who fall within the
"absent parent" categories to which the ceiling applies, remains constant at
60.69. This figure is derived from a study made In New York in 1903, the latest
I could find. I should point out that an earlier study-made in 1901-showed a
01% figure. If it fact we are facing an uptrend in this figure, so that an increas-
ing proportion of our ADO children fall in the categories covered by the ceiling,
this will of course make the problem created by the ceiling even more acute.

3. 1 have assumed that despite a steadily rising cost-of-living index the aver-
age monthly payment to ADO recipients will remain constant. Any increase in
the average monthly payment would increase the fiscal problem created for
states by the ceiling by increasing the dollar amount of unreimbursed payments.

I think I am being pessimistic in my first assumption-that total under-21
population in New York will not increase-and optimistic in my last two assump-
tions-particularly in assuming that cost-of-living increases will not force bene-
fit increases-so that on balance my projections are likely to understate rather
than overstate the fiscal problems that the proposed ceilings will create for
the states.

Here, then, is what my studies show will be the effect of the proposed ceiling
on New York State:

1. Suppose we could freeze our caseload at the actual level in May, 1907, the
last month for which data was available when I did these studies. By May, 1967,
we In New York already had exceeded our January 1, 1907 ceiling by 27,720
persons. In short, the January 1, 1007 ceiling has been rendered obsolete and
unrealistic even before this bill is enacted. Thus, even if we could freeze the
caseload at the May, 1007 level, the effect of this bill would be to cost New York
State $8,953,000 per year in lost Federal reimbursement. (Table No. 1)

2. But unfortunately we cannot freeze our caseload at the May, 1067 level. Even
if this bill has all the answers to our welfare problems, it will take time to put
the various programs into effect. Subsection 204(g) of the House bill itself
recognizes this with its July 1, 19069, deadline for state implementation of the
community work and training programs. What will be happening In the mean-
time? Unquestionably caseloads will continue rising, and the proposed January 1,
1907 ceiling will be throwing an increasing fiscal burden on the states. Just
how mnch of a burden you can see from the figures for New York State:

a. If the caseload growth continues at the rato we experienced in the
several years up to 1060--10.6%--the January 1, 197 ceiling will cost New
York $8,889,000 from October, 1967 through March, 1968, the final six
months of Its present fiscal year. In the state's next fiscal year, from April,
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198 through March, 1960, the lost reimbursement will amount to $28,472,000.
(Table No. 2 and 8)

b. If the v% jeload growth continues at the rate we experienced In the most
recent 12-u*.tth period for which statistics were available when I made this
study, May, 1986 to May, 1967, i.e., a growth rale of 22.54%, the lost reim.
bursement will be $18,902,000 in the remainder of this state fiscal year, and
$50,131,000 In the next state fiscal year. (Table Nos. 4 and 5)

c. Averaging the above-e., assuming a growth rate between the lower
rate we had been experiencing until 198 and the higher rate we have
experienced since then--the lost reimbursement will be $11,35,000 for the
remainder of thisWtate fiscal year and $89,801,000 for the next state fiscal
year.
Finally, the whole premise underlying the imposition of a caseload ceiling

is that the remedies prolsed by the bill will In fact end the rising ADO caseload.
I would like to think that this will be the case, but I also have reasons to fear
that it will not.

For example, the assumption that expansion of foster home programs can be
used to break the cycle of dependency by which successive generations continue
on welfare, which seems implicit in the House bill (see Report of the Committee
on Ways and Means on H.R. 12060, p. 100), runs into the hard fact that in New
York State the bulk of our-ADO children are Negro and Puerto Rican, and we
already have a shortage of foster )omes for Negro and Puerto Rican children
even under exiting programs. Of course, if we want to remove children from
their mothers we can place them In institutions, but this is certainly an unhappyalternative....

Goini beyond this to the basic philosophy of HLR. 12060, we may well discover,
when we seek to implement its provisions, that the reason we are facing ever-
mounting ADO rolls Is that the technological revoltqtion we have experienced
In Ameycan agriculture has driven out of rural areas and into the cities millions
of families of farm laborers and marginal farmers, and that this migration Into
our urban areas has occurred justat the same time that the development of
automation has brought to an end the era when any man could earn a living
for his family with the strength of his back and the sweat of his brow. Further,
we may find that our economy, fast growing though it is, simply is not creating
enough jobs to absorb both our natural population growth and the Influx to our
cities from the rural areas.

If this is the case, then the programs proposed n H.R. 12080 will not substan-
tially reduce the expansion of the ADO caseload. And, should this prove to be
the case the Subsection 408(d) ceiling would work a major injustice on states
like New York, which are on the receiving end of this migration to our urban
areas.

To demonstrate this let me take the same projections I have been uslg, &nd
carry them down to December, 1970. By this po0nt, if the growth In our ADO
caseload continues as it did in the years up to -968- ie.10.6%--there will be
185,000 persons on our ADO roll for whom we are receiving no federal reimburse-
mfnt, and they will cost New York's taxpayers almost $0,000,000 a year. in
lost Federal reimbursement. (Table No. 6) If, however, the 259- per annum
growtW in caseload which we were experiencing earlier this-year continues we
shall have more than 801,000 additional persons on our ADO rolls, and the lost
Federal reimbursement will amount to more than $116700,000 per year. (Table
No. 7)

I do not think that State and, local governments should be called on to bear
fiscal risks of this magnltude-when the risks do not'arise from --conditions of
their own making. The fact Is that this migration from rural to urbah aras Is
a national problem. The fact is that under the decision of the U.S. Supreme Court
in ldwoard v, OdUfon4. the states that. are receiving this vast flood of unskilled,
undereducated, unemployed people cannot turn them ba-

,:What are our alternatives? We could cut welfare benefits, but hoW much can
you eut welfare. benefits In these Inflationary times when they are already, so
tightly rationed tiat in a itypcal welfare family, thty allow an average ot 81

-cet" for eachmel .*4 ' *21

Or we could sImp ,reeto place any neW families on welfare. I would hate
t be responsible for thecequencesof aaDconianm1aure-
,-n hor the problem of 0nr r welarerolls Is a natiotal4problem, resultlug tronl natozw~$8e obne in our economy and from vaut nationwide tloWs of
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population. The national government ought to be assuming more of the respon-
sibility for this problem. H.R. 12080 in effect moves In exactly the opposite direc-
tion pnd will Impose more of the costs on those particular areas of the country
which are already bearing the greatest burden of these changes. I strongly urge
you to recognize the national responsibility to meet this challenge,

We in the cities and in the great urbah states have already pressed to our
fiscal limits In trying to copewith this situation. For example, In my few years
In our state legislature, I have twice had to vote for mhjor tax increases, In 1965
for New York State and in 1966 for New:York City. We face every prospect of,
repeating this next year. To throw more of the fiscal burden on the cities and
ask us to raise our local taxes still more simply drives away the very industry
we must keep to create the Jobs to take these families off the welfare rolls. The
problem is not an easy one, but surely its solution is not to be found by trans-
ferring more of the fiscal burden away from the Federal government, which has
the ability to distribute it equitably throughout the country, an4 imposing it
instead on those urban centers which are already reeling under the load and;
thereby losing the competition for employment-giving industry and business.

2. Media id
Let me no #rn to the proposed medicaid income limit.,
Section 220%(,) ofthe bill addia a-- _ Subsection 1903 to the Social Security

Act which would ump come limtt-es receiving Federally-rem-
bursed medicaid.-By 0 the limit would be one-, -one-third times the state's
highest payments der the aid to families with de ent children program or
one-and-one-thi times the state's average pr cpt I me, whichever is les*.
Based on J 1, 1967 ADO cash thi would-re tin a$4,800ceiing
in New To for a famly o our ompa with our ac, elIn1 , $QtW.
(See Tab No. 8)

The d islon to pla Fede I In e limit fmles elijl e for Verl
relibu medtc Is in In opipi n ba Serons 'cetiOn. Itto the ewo fth that ew

tt mehow unex Adv ae of IX and e blished pro-
gram with coverage well at n gz ason't t when it

e ocad the y en ent of the mmt one ad the$ 8:4r1

ayand Me , , .m 117-1 state, Sc YOrk, has
adop the hi es ec i co limits, suppose e charge' Intended to
be m dewthpa cutsII 1 , I.1 I I.%"

T. facts s lydork suta 4 The a6tis that enef trlor to
on of the ol rit y eptW in .0, NeW Y k's ilhedical

a a ne progr had n o a o $4,10D t r eical care:
an 200 forh cre. ,th 0 ci -adoptedo State Board
of TO IWelfa r c ts, ha under si an increase

in th c m Its because o se h ot lvn
medical are. As a result, media aid mieam .e, the rd established-
incomel 1its of $0,O0f a family of our wvlon"a

In View. the existen ourme limits 1 1 time meicald
was adop limits at thesn d scarcely come a shoclto the.Con-
gress. And, onew of the substantialIcreases In living medical costs sine:
thbt dateour seint $6,000 1mit is certainly not ot fWine with our- 165thitha baUen oure sent the0

limit. I shouldpo out that although much Oub ty has bengiven to. the
alleged I MI t of iAncome, limit, Ht- ti~n has been' paid to the
asset lmi, , for the r, would hO 8OOOin savings, PIU4
per person Insurance 6rw I -tv of 4iW.' In short,'the whole p~lnt of
extending medicaid to persons not on welfa s to'preveiit medical costs from
pauperizing fzmllle.wich ar-e otherwise ,self-austainn ig and NeW York's limits
are reasonable for this purpose .

Please n9te also- that the proposed Income limit f 4,80, as It would affect
New Yoz.,.would be substu, tilly lower than bur income limits prior to medlbld.
ther ft ., tr 'from deailing -*W i o ni ttejided pOoet-medicaid abuseJ.

_Woud *fi! embursjenent for ptograuks in existonos and Inowna

i!pleafte note e4so. tat although h thb'i~kalled inkintenane'ot eftrt Proill
Wl *:11 f the 0&4cll ecm1*t$N- Act hjive bedn2mamended by -the -proposedA ,

i2~,thr 6q o ~'. to, han'i~dW~ iaeys an* b dn~ e It rX"
'Of ad whca tate had beeprovidng-h
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under the previous programs for medical assistance (Titles I, IV, X, XIV, and
XVI), Thus, It appears that as drafted the House bill would require us to keep
the $4,700 and $5,200 Income limits, although reimbursing us only on the basis of a
$4,800 income limit, Such a result is manifestly unjust,

The loss to New York from this withdrawal of Federal reimbursement will be
substantial. According to our State Department of Social Services, a Federal
contribution of $276,900,000 to our state medicaid program Is anticipated for
our current fiscal year ending March 31, 1907. I estimate that a reduction of the
income limits for Federal reimbursement to $4,0 would have the effect of re-
ducing by 20% the portion of our medicaid program that would be Federally-
reimbursable. The cost to New York State would therefore be $55,30,000 per
year, starting in 1970.

So far I have concentrated on the New York situation, because I know It best,
and because some have held up New York--erroneously, as I have tried to show-
as a state that has taken advantage of medicaid. But the problems that the
medicaid Income limits create will not be limited to New York. For, although the
Ways and Means Committee Report on H.R. 12080 asserted that It was question-
ing only "a few" state plans, and that "most of the State plans raise no question
at this time" (p. 118), the fact Is that the income limit ceiling In H.R. 12080 is
lower than the ceilings established under the state plans In fully 14 states.

These states are California, Connecticut, Delaware, Illinois, Iowa, Kentucky,
Maryland, Michigan, Nebraska, Oklahoma, Pennsylvania, Rhode Island and
Wisconsin, as well as New York. These 14 states represent fully half of the 28
states operating programs under medicaid as of July 19, 1967 and fully two-
thirds of the 21. states that had elected to extend their medicaid programs be-
yond those receiving public assistance. On the basis of 1960 census figures, these
states have more than 45% of the nation's population. In short, the roll back
in medicaid proposed by H 12080 does not affect only a few; it is a serious
cut back in a major social program.

Of course I am aware of the increasing costs of the medicaid program which
have led to the response embodied in H.R. 12080. But it should be recognized
that hese costs are not themselves the fundamental problems Instead, they are
symptomatic of a general rise in medical costs, far outstripping the cost-of-living
index, which Is making It extremely difcult for families of moderate means to
pay for medical care. For example, costs of medical care services increased 9.2%
last year. This trend has continued for a long time; there Is every'reason to
believe it will continue to do so. For example, expenditures on health services
in the United States increased from $12,867,000,000 in 1950 to $40,751,000,000
in 1905. Despite the tremendous growth in gross national product In that period,
this represented a one-third increase In the portion of our income we are
spending on health services-from 4.601 to 6.00 of gross national product.

To remove families in the $4,300 to $6,000 bracket from medicaid will not
solve these cost problems; it will simply face such families with the choice when
illness strikes of doing without needed care or of pauperizing themselves with
medical payments before they become eligible for help under medicaid.

I believe that if we wish to stem the upward spiral of medical costs, we
need to take a look at the entire system by which medical care is delivered to
the populace In the United States today. For example, to what extent could we
save by transferring patients from hospitals to nursing homes, since nursing
homes have a per patient day cost of approximately half that of hospitals? To
what extent can paramedical personnel be substituted for doctors in the
performance of routine work? To what extent can preventive medicine keep
;.aople from getting sIck and thus cut their medical care costs?

The surprising fact is that although we are spending In this country $2,300,-
000,000 annually on medical research--of which about $1,0.,00,000 comes from
the Federal government-very little Is being spent to get the answer to these
important questions. May I respectfully suggest that if you want to solve the
problem of medical costs, Instead of merely passing It back to the states or to

families without the resources to cope with it, you should very substantially
expand the resources we are devoting to find the answers to questions like these.

For this reason, I should like to urge you to expand the scope of Secton
402(a) of the bill. As it now stands, the exeriments authorized by this section

are limited to payment systems. This is an Important area where we should know
more, but It is not the only area., I would suggest that in addition this secuon

should authorize the Secretary to develop and engage In experiment dealing
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not only with payment methods, but also with the entire gamut of techniques for
delivering medical care. In the long run the information we can derive from such
experiments could save all of us--the Federal government, state and local
governments, and private individuals-untold billions.

SoHEDULES OF TABLES

AID TO FAMILIES WITH DEPENDENT CHILDREN

Table No. and Subject:
1. Calculation of N.Y. Loss in ADO Reimbursement Based on Continuance of

May 1067 Caseload.
2. Calculation of N.Y. Loss in ADO Reimbursement to March 31, 1968 Based

on Growth in Caseload Comparable to Growth from 1065 to 19066 (10.6%).
3. Calculation of N.Y. Loss in ADO Reimbursement in April 1, 19068-March 81,

1969 Fiscal Year Based on Growth in Caseload Comparable to Growth from
1005 to 1066 (10.60).

4. Calculation of N.Y. Loss in ADO Reimbursement to March 81, 1968 Based
on Growth in Caseload Comparable to Growth from May 1966 to May 1967
(22.5%).

5. Calculation of N.Y. Loss In ADO Reimbursement in April 1, 1968-March 31,
1969 Fiscal Year Based on Growth in Caseload Comparable to Growth from
May 100 to May 1967 (22.5%).

0. Calculation of N.Y. Loss in ADO Reimbursement in December 1070 Based on
Growth in Caseload Comparable to Growth from 1005 to 196 (10.6%).

7. Calculation of N.Y. Loss in ADO Reimbursement in December 1970 Based on
Growth in Caseload Comparable to Growth from May 106 to May 1967
(215%).

(In all of the above tables, references to ADO caseload exclude T-ADO
caseload, and references to absent fathers include only those absent by
reason of desertion, separation without court decree or non-marriage to
the mother.)

MEDICAID

8 Calculation of Medicaid Income Limit.

Tablk No. 1.-alculatiot of N.Y. Los8s n ADO Reimbursement Based on Con-
tInuancc of May 1967 Caseload

1/1/67 ADO children ---------------------------------------- 426,871
% of ADO children with absent fathers ----------------------- -. 660

Proposed 5 403(d) ceiling ------------------------------------ 284,206
5/07 ADO children ----------------------------------------- 457,512

.666

5/07 ADO children with absent fathers ------------------------ 804,0
-284,296

Non-reimbursable children ------------------------------------ 20,406
Non-relmbursable adults (1 adult per 2.79 children)--- --------- +7,814

Total non-reimbursable persons ------------------------------- 27,720
Average monthly payment -------------------- ---- $53.83

Total monthly payments to non-reimbursable pereons ---------- $1,492,167. 60
Normal federal reimbursement rate ---------------------------- .5

Monthly loss in federal reimbursement ------------------------ $746,088. 80
To annualize ------------------- ----------------------------- 12

Annual loss ----------------------------- -------------- $8, 95,005. 60

,5
Loss, 10/87-3/68 (i.e.-remainder of state's fiscal year)-........$4,478,502. 80
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TA= No. -- Oaoatikon of N.Y. Los t ADO ReImburemet to March, 81, 1968
Baeod os Growth in Oaeloa4 Oomparable to Growth from 1965 to 1966 (10.6%)

Sstimated ADO rate ofgrowth to E06 . 1044

10/87 ADO children... 477,4
457,512

estimated ADO growth to 8/68 - 1 088

8/68 ADO children ---- m ----------- 497,-73-
477, 643

+497.178

976,410
.5

Ave. # ADO children, 10/7-8/68 --------------------------- 487,708
go of ADO children with absent fathers ----------------------- . 0

Ave. # ADO children, 10/67-8/68, with absent fathers ---------- 824,814
Proposed 8 408(d) ceiling ........... --------------------------- 284,290

Non-reimbursable children --------------------------------- 40,518
Non-reimbursable adults (1 adult per 2.78 children)--------- +14, 523

Total non-reimbursable persons ------------------------- 56,041
Average monthly payment -------------------- ----------- 5. 83

Total monthly payments to non-reimbursable persons --------- $2,982, 867.0
Normal federal reimbursement rate ---------------------------- .

Monthly loss in federal reimbursement-..------------------ $1,481,428.52
6

Total loe in federal reimbursement, 10//07-8/81/68 ------- $ W888, 571.12
To annuaUe ---------------------------------------------- 2

Annual loss .. ------------------ ------------------- $17, 777,142.24

TxAm No. 8.--Oaoulaton of N.Y. Lot* its ADO Redmburaemen in April 1, 1968-
March $1, 1969 Flsoa -Year Bowed on Growth *ri Oaseload Comparable to
growth from 1965 to 960 (10.6%)

5/67 ADO children ------------------------------------- 457,512
Estimated ADO rate of growth to mid-fiscal year ... 1.146

Ave. #ADO children, 4/l/6-8/81/9 ------------------------ 524,800
94 of ADO children with absent fathers ------------------------ .666

Ave. # ADO children, 4/1/68-8/81/60, with absenit fathers ----- 849,190
Proposed 1 403(d) ceiling ---- -.----------------------------- 284,296

Non-reimbursable children -------------- ------------ 64,804
Non-reimbursable adults (I adult per 2.70 children) ------------ +28,259

Total non-reimbursable persons - ---------- 88,108
Average monthly paymenL - ------------------- .- 8

Total monthly payments to non-reimbursable persons --------- $4,745,275.9
Normal federal reimbursement rat. .-...------------------------- .5

Monthly loss in federal reimbursement ----------- -- 872, 688. 00
To annall-liss ...................... -. ....... 12

Annual low ............ ------------------- ---------- $2%,471, & 00
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TAIUm No. 4.-Oalculation of N.Y. Lo8 Li ADO Refmburaetmon to March 81, 1968

Based on Growth in Oaseload Owmparable to Growth from May 1966 to May
196e7 (92.6%)

56/7 ADO children ------------------------------------- 46j512
Estimated ADO rate of growth to 10/67- ---------------------- 1. 094

10/67 ADO children ------------------------------------ 00,618
457,512

Fbstimated ADO rate of growth to 8/68 ----------------------- 1.188

8/68 ADO children ------------------------------------- 548,2
o, 518

+,48 524

1 044042

Ave. # ADO children, 10/07-3/08 -------------------------- 522, 021
% of ADO children with absent fathers ------------------------- .666

Ave. # ADO children, 10/07-3/8, with absent father. 847,660
Proposed I 403(d) ceiling ------------------------------- -284,296

Non-reimbursable children --------------------------------- 63 870
Non-reimbursable adults (1 adult per 2.70 children) ----------- +22 718

Total non-reimbursable persons ----------------------------- 86,083
Average monthly payment --------------------------------- $58.83

Total monthly payments to non-reimbursable persons --------- $4, 638, 847. 89
Normal federal reimbursement rate - ----------------------. 5,

Monthly loss in federal reimbursement_ ------------------ $2,31, 2.9

Total loss in federal reimbursement, 10/1/67-8/81/68 --------- $18, 901, 48. 70
To annualize.. --------------------------------------------- 2

Annual loss ------------------------------------- $27, 808,087.40

TABiZ No. 5.--Cakoulation of N.Y. Lose in ADO Renburement in AprU 1, 1968-
March81 1969 FSoal Year Ba#ed on growth in Oaseload Oomparable to Growth
From May 1966 to May 1967 (2.6%0)

5/07 ADO children ------------------------------------- 457,512
Estimated ADO rate of growth to mid-fiscal year. --------------- 1,800

Ave. * of ADO children, 4/1/68-3/81/6 ---------------------- 598, 88.
% of ADO children with absent fathers ------------------------

Ave. # ADO children, 4/1/68-3/81/69, with absent fathers--- 808,5
Proposed I 403(d) ceiling --------------- ------- -284,200

Non-reimbursable children ---- 114,260Non-reimbursable adults (1 adult per 2.79 children) ------------ +49t O3

Total non-reimbursable persons ---------------------------- 1, 218
Average monthly payment --------------------------------- 88

Total monthly payments to non-reimbursable persons --------- 18,85115. 9
Normal federal reimbursement rate. .-------------------------- .5

Monthly los In federal reimbursement--- --- -,:----$4, 177,55T. 90
TO annualise ......---------------- ----------- 1

Annual Lees--------- - -- ------- $50, 180, 64. 80
8"-o1 0--47--pt $--"
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TABLE No. 6.-Talcudation of N.Y. Loss in ADO Reinbursment in December 1970
Baeed on Growth in (Oa.seload Oomparable to Growth from 1965 to 1966 (10.6%)

5/07 ADO children ----------------------------------------- 457,512
Estimated ADO rate of growth to 12/70 ----------------------- 1.880

12/70 ADO children ---------------------------------------- 631,867
% of ADO children with absent fathers ---------------------- .666

12/70 ADO children with absent fathers ----------------------- 420,490
Proposed I 403(d) ceiling ---------------------------- -284,296

Non-reimbursable children ---------------------------------- 130,104
Non-reimbursable adults (1 adult per 2.70 children) ------------ -- +48,815

Total non-reinbursable persons ------------------------------ 185,009
Average monthly payment ----------------------------------- $53.83

Total monthly payments to non-reimbursable persons ---------- $9, 059,034.47
Normal federal reimbursement rate --------------------------- .5

Monthly loss In federal reimbursement -------------------- $4, 079,517.24

To annualize ----------------------------------------------- 12

Annual loss ----------------------------------------- $59, 754,200.88

TABLE No. 7.-Oalculation of N.Y. Los8 in ADO Rcfiiburacmc,;t in Deecnabcr 1970
Based on Growih in Caseload Comparable to Growth from May 1966 to May
1967 (2.5%)

5/67 ADO children ----------------------------------------- 457,512
Estimated ADO rate of growth to 12/70------------------ 1.806

12/70 ADO children ---------------------------------------- 820,207
% of ADO children with absent fathers ----------------------- 666

12/70 ADO children with absent fathers ---------------------- 550, 294
Proposed 1403(d) ceiling ----------------------------------- -284,290

Non-reimbursable children ---------------------------------- 205,998
Non-reimbursable adults (1 adult per 2.79 children) ------------- +95,840

Total non-reimbursable persons ----------------------------- 361,838
Average monthly payment ---------------------------------- $53.83

Total monthly payments to non-reimbursable penalty --------- $19,450,824.54
Normal federal reimbursement rate -------------------------. 5

Monthly loss In federal reimbursement --------------------- $, 725,412.27
To annualize ----------------------------------------------- 12

Annual loss ---------------------------------------- $116, 704,947.24

TABLE No. 8.-Calcula tion of Medicaid Income Limit

ADO CALCULATIONS

0/1/07 ADO monthly cash assistance --------------------------- $264.00
To annualize -------------------------------------------------- 12

6/1/67 ADO yearly cash assistance --------------------------- 3, 168. 00
Formula for 1970 on ---------------------------------------- 1. 83%

Which, rounded upward to next multiple of $100- 224.00
---- ------ -----$4 ,800.00
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PE= APITA INCOUME CALULATION

N.Y. per capita income, 1906 - $3,480

Which, rounded upward to next multiple of $100 ------------------. 640.00
91,700.00

Since $4,S00/$4,700, $4,300 is the income lmit.

Senator hARRIS. Governor Andersen and Mr. Reid.
Our next witness is the Honorable Elmer S. Andersen, president

of the Child Welfare League of America, Inc., and the former Gov-
ernor of Minnesota.

He is accompanied by Mr. Joseph H. Reid, executive director of
that association.

Governor Andersen, we are glad you are here and we will be pleased
to hear from you at this time.

STATEMENT OF HON. ELMER L. ANDERSEN, PRESIDENT, CHILD
WELFARE LEAGV.Z OF AMERICA AND ACCOMPANIED BY IOSEPH
H. REID, EXECUTIVE DIRECTOR

Mr. AND1aSEN. Thank you, Mr. Chairman and members of the
committee. We, too, have testimony that is rather long, and we would
like to submit that and summarize it.

Senator HARms. All right. That will be done.
Mr. AN.DvER8sBN. I am Elmer L. Andersen, president of the Child

Welfare League of America. I am also president of H. B. Fuller Co
St. Paul, and was Governor of Minnesota. I am sneaking on behalf
the board of the Child Welfare League of America.

Accompanying me is Mr. Joseph H. Reid, executive director of the
league since 1953.

Established in 1920 the league is the national voluntary accrediting
organization for chila welfare agencies in the United States. It cur-
rently has 292 child welfare agencies in membership as well as 59
associate agencies.

The league's prime functions are consultation services to local
agencies and communities, standard setting, research and child wel-
fare publications. . .

We wish to address ourselves to the child welfare and ublic amst-
ance amendments of title II of H.R. 12080 as they would affect the
lives of untold numbers of children in this country. We do not be-
lieve that these provisions are in the true tradition of the U.S. Con-
gress which has, over the past decades, pressed its concern for the
health and welfare of all the Nation's children.

Although title II of H.R. 12080 presents the illusion of helping
children, upon close anaysis, it is in fact coercive, punitive, and ore-
ates discriminatory conditions hostile to the welf-re of children and
the promotion of sound family life. Even the positive features of the
bill when viewed within the total context of the programs proposed,
become negative and hostile to the well-being of children: A bill such
as this could only have come from the House of Representatives
because those esteemed Members did not fully understand the regres-
sire proposals in this legislation and how they would ultimately harnn
the lives of millions of our children.

1321
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The league, like the Congress, has always been concerned about the
factors in our society which lead to such severe social problems as
dependency, illegitimacy, delinquency, mental instability, and a lack
of proper care and protection for children. We know, as does the
Congress, that such social problems are not found just within those
families accepting public assistance, but can b found throughout
our society whether in the large urban cities, the rural districts, A
among the rich or the poor.

The Congress, as well as the league, has therefore recognized the
necessity to make public child welfare services available for all chil.
dren in need of such service, regardless of their financial status.

The Congress has expressed this necessity in the Social Security Act
by a broad definition of child welfare services and by a mandate to
the States to make comprehensive child welfare services available
throughout the States for all children by July 111976.

But in writing H.R. 12080, the Ways and Means Committee seems
primarily concerned with the increases in numbers and costs of the
AFDC program. It is concerned over the rising numbers of illegitimate
children.

I might insert even though among families on AFI)C and during
the time they are on AFDU, the incidence of illegitimacy is less than
that of the general population. They may have had illegitimate chil-
dren before and after, but during the time they are on AFDC, the
illegitimacy incidence is less than that of the general population, con-
trary to some who feel the program fosters illegitimacy.

Senator HARms. Is that, Governor, on percentages of the total pop-
ulationI

Mr. ADmiI sm. Yes.
Gentlemen, I cannot emphasize enough how much the Child Welfare

League shares that concern. However, we believe that many of the
measures proposed will only aggravate the situation-not relieve it,
and tend to vitiate Congress' concern for all children.

Our first objection to the bill is that in part, it relies on coercion to
achieve its end. It is excellent to provide job training and increased
employment opportunities which the bill seeks. But the effort to force
people to accept job training or employment with the threat. of cutting
off food for their children if they refuse to work is deplorable. I would
take exception to Mr. Henkel's likening of this program to unemploy-
ment compensation. In unemployment compensation you are dealing
withsingle oe ple, you are dealing with many married individuals
without lamilie& Heme the impact of the coercion hits the children
which, we think, is deplorable.

Not only are such efforts deplorable; they are self-defeating. This
is particularly true in the light of the fact that H.R. 12080 greatly
enlarges the responsibility for the judgments of welfare workers to
determine whether aJamfly receives assistance. It will be the individ-
ual welfare workers or local .wel fare board who will determine whether
a mother has a "good cause" in preferring to stay home with her
children or whether employment it "suitable." ,

W6 believe that it is a drastic mistake to substitute subjective judg-
ment on the part ofin welfare worker or county welfare board for
objective eligiblity criteria; and particularly we feel this is true when
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the Congress is seeking to establish minimum standards. We feel the
minimum standards ought to be on an objective criteria that apply
equally to all children iii the country, not vitiated by local subjective
action.

Ve assume that the Department of Health, Education, and Wel-
fare would create sound guidelines as to what constitutes a mother's"good cause" for refusing to accept training or employment, or for
defining what constitutes "appropriate" training and employment.
Unfortunately, we know from past experience that well-meaning
regulations emnrating from Washington frequently provide little
protection for the individual. And, gentlemen, we must think of this
in terms of such individual. 'There is a vast range of personal situa-
tions among all the families that find themselves in the condition
which we are treating here.

We cannot let the subject judgment of thousands of individual
welfare workers, influenced by local attitudes and prejudices result
in arbitrary, unjust decisions from which appeal is long, costly, and
often i possible. Such circumstances severely endanger the rights of
people destroy their dignity, and make the individual subject to such
critical abuses of authority and discretion, that they result in severe
privation for children.

I think much of the thinking in the House Ways and Means Com-
mittee directed itself to the adults involved, and not enough of it is
to the secondary impact on the children involved.

Emphasis upon investigations, searches and referrals to courts pro-
duce a climate i which constitutional rights are endangered and wel-
fare workers are alienated from people they are suIposed to serve.
It is extremely difficult, if not impossible, to offer rehabilitative serv-
ice to help families who must constantly be in fear of the worker who
is serving them.

The Committee has stated that these parents should be referred to
the courts for proper action. Neglect and abuse of children are by no
means confined to the AFDC family. As the reports of the Childien's
Bureau indicate, severe abuse of children is widespread and is found
in all economic groups. Yet, there is nothing in the bill that would
extend protective services to all children.

All States have laws giving courts jurisdiction over the neglecting
and abusing parent. Congress adds nothing new when it mandates
the States to bring court action against the neglecting AFDC parent,
except to single Wm out as a second-class citizen, while ignoring the
others.

The basic reason children are not protected under our present laws
is that positive services do not exist to provide that protection. And
while If is true that almost all cities ii the United States have an
organization that is responsible for protecting animals from abuse,
extremely few communities in the Uited States have a comparable
system to protect neglected ard abused children.

H.R. 12080 seems to reflect the concern for the alleged immorality
of perso seeing public support rather than a concern, for the
welfare o all children. In 1901, only 20 percent of, the illegitmate
children in the country were on AFDO, but if the House ays and,
Means Committee believes that illegitimaqy-
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Senator Oumn. At that point, what percent of the total child popu.
lation is on AFDC?

Mr. ANDzRSzN. There are about 41/g to 5 percent, per 100 births,
are illegitimate.

Senator Couwrs. No. My question was that 20 percent, of the AFDC
children-

The league is totally opposed to the provision which would limit the
percentage of deserted or illegitimate children who may be on the re-
lief rolls. This ignores all the social and economic realities in the coun-
ry, and in the end can only hurt, children. Obviously, there is no Ils-

tafication for denying aid to certain children because of the time thoy
happen to be born.

The Ways and Means Committee report indicates that. children
will not be punished for the failure of a mother to work although she
may be cut off assistance. This, too is an illusion, again as the counties
so well brought out this morning. If a mother is cut off relief because
she sincerely believes she should care for her children and "protective
payments" are made only to meet the children's needs, realistically
the mother will either share the child's portion of potatoes, or she wlf
starve. Obviously, neither of these alternatives is sound. Both, in fact,
would punish the child despite the committee's good intentions.

The second reason that we oppose title I is that it would result. in
limiting concern to the child receiving public assistance instead of
continuing the Congress' concern for all children who may need care
or protection. For example, the Ways and Means Committee is con-
corned with children on AFDC who are neglected or abused by their
parents.

Mr. ANDEMSEN. No; 20 percent of the illegitimate children in the
country are in AFDC; 80 percent of the chi dren in the country are
not in families on AFDC.

Senator CUinris; What about the total number of children, what per-
cent of the total number of children are on AFDCI

Mr. ANDzRSEN. There are 3 million children on AFDC in the coun-
try today, and this would constitute--

Senator Cumris. Ten percent?
Mr. ANDvwaisE. Roughly, somewhere in that area. We could get. the

exact figure and file it with the committee.
Senator Crrs. The staff tells me it is about 4.7 percent, the chil-

dren, on the average, of the Nation, who are on AFDO.
Mr. ANDERSEN. Very good; and 20 percent of those children are

illegitimate; 20 percent of all the illegitimate children in the country
are on AFDC. So the higher percentage-

Senator Cuwrs. Do I understancthat the Federal law refers to
children as illegitimate?

Mr. ANDmRSEN. I believe so.
Senator Curns. I do not think so.
Mr. ANmsEN. Maybe no. You would know.
Senator Crms. No. We do not in our State.
Mr. AEzmmsi. Other terms are used. It varies from State to State.
Senator Oors. But I doubt very much that the Federal law refers

to any child as illetimat. .
Mr. ANDzEmiS It is an interesting thing that although the total

number of children or the percentage of children on AFDC who are,
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if we use the word "illegitimate," it is higher than the national aver-
age,yet the families onAFDC, while they are on AFDC have a lower
incidence of illegitimacy than the national average. They may get
there as a result of many of those conditions, but the program has
been successful in arresting one of the areas of greatest concern.

It. is not the program that has caused the illegitimacy that fre-
quently gets them into the program, but the program has been help-

11 in airtingthe incidence.
If the House Ways and Means Committee believes that illegitimacy

per se is sufficient cause to remove a child from his home and place him
in foster care, then what about the other 80 percent of illegitimate
children who are not on AFDO? If a family does not need to apply
for assistance or removes itself from the AFDC program, are their
children to be without care and prAtection, and must these families
do without any help from the community for their children? Are chil-
dren whose mothers are working but who are not. on welfare rolls to
be denied the advantages of proper day care? The prospects are, gen-
tlemen, that these things may very well happen if H.R. 12080 is
passed in its present form, as ft passed the House.

The third reason we oppose title II of H.R. 12080 is that it would
greatly weaken, if not destroy, existing public child welfare programs
despite provisions which may, on the surface, look like great gains
for chid welfare. The increased authorizations for child welfare ap-
propriations in section 235(c), for example, may well be meaning-
less when seen in the operational context of the merger provisions of
section 235(d) and the new requirements for the AFDO program
as interpreted by the House Ways and Means Committee report.

No reasons have been given by the House Ways and Meais Com-
mittee for the proposed removal of the child welfare services provi-
sion from title V to title IV of the Social Security Act. We can see no
logic in putting a service program designed for all children into a
pltlio assistance title designd-only for those requiring financial as-
sistance. This seems to indicate a major change in congressional in-
tent, to concentrate on services for ADC children instead of main-
taining services available for all children in need of care or protection.

Senator Cuwirs. Would you enumerate what services you are talking
about?

Mr. ArDERSaN. We are talking about the child welfare services to
families where there is abuse, where there is illegitimacy, where there
are different needs, where these conditions occur outside of an AFDC
family. I .

The great emphasis of the bill as it comes over is on the
Senator Cumris. What are the services f
Mr. AwDmtsomS. The services would b6 the consultative services of

skilled social workers to help find out the problems generating the
conditions in nonlublic assistance families of abuse.

Senator Cuirrs. That is all that is involved in the social welfare
services?

Mr. ANDER5 N. And the adoption and the foster care program also,
is also involved.

You could have just as uc need for a foster e ro ain
abuse situationin a family not on AFDO as one on AFDC, but all the
emphasis-
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Senator Cmurm. I was not arguing with you. I was just trying to
find out what you meant by the general term.

Mr. ANDERSEN. Yes. We mean all of the services of child welfare.
Senator CURTiS. It is the adoptive services-
Mr. A r wrnN. Foster home care services and cbunseling services,

treatment for disturbed children would be still another; institutions.
Senator Cuirris. Now, does the Federal Government have anything

to do with, at the present time, the removal of children from an infit
home if the parents are substantially high income?

Mr. ANDMSEN. Maybe Mr. Reid could comment on that.
Mr. Rpm. Yes. In 1062 Congress mandated the States in the Social

Security Act to extend child welfare services to evely jurisdiction in
the community, and specifically provided that the services should be
available to all people who needed them. This has been the base of the
law since 1009 of the Children's Bureau setup.

Senator CuRTis. That includes the social welfare services primarily ?
Mr. REIn. That is correct, and it includes it for upper income fami-

lies because the States are permitted to charge fees of the families who
can afford to pay them.

Senator Curris. Yes. But it did not include any payments.
Mr. Rzw. The moneys that go to the--the moneys from the Federal

Government that go to the welfare services under title V are approxi-
mately $50 million at the moment. In other words, grants are made to
the States for the general support of child welfare programs.

The amount of Federal moneys, amounts to approximately 10 per-
cent of the total expenditures of the States and Congress-

Senator CuRTis. The Federal Government only contributes 10
percent?

Mr. Rvi.. That is correct.. These children are severely penalized by
virtue of that fact; that this is the only, in fact, major category of
people in the United States I think of need, in which the Federal
Government does not share te costs of the States and the countie.

Senator Currs. I thought you said their need was not financed.
Mr. Riel. No. These are not families in which they have to receive

a money payment in order to survive. However, the programs, them-
selves, the children in foster care, or the children in institutions, the
service programs, the cost of those are borne 00 percent by the States.

Senator Cuirris. That is where the State can collect from the parents
if they want tot

Mr. RIm. Yes. The income from that, Senator, I should say amounts
to a very small percentage of the costs.

These are families that may not be financially indigent. A large per-
centage of them, however, cannot afford, for example, to pay for the
institutional care of their child, which may cost several thousand dol-
lows a year, or they do not pay for, let us say, a mother's releasing her
child for adoption; they cannot pay for the $2,000 that it may cost the
State to place that child for adoption

Senator CuRs. All right.
Mr. Axwmesx. I guess the main thrust of our comment hero is that

by merging the services for all children in with the services for the
public assistance families, and then putting great emphasis on con-
cern about the public assistance family, the service program to non-
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public assistance families could be even less than it is, and it needs togratly up rAed.
For example, in the arewof illegitimacy, where 80 percent of the

births are in nonpublic assistance families, we think this is a dangerous
and unwise move, this merging.

Section 286(d) (2) mandates one organizational unit at the State
or local level to provide both AFDC and child welfare services. It
also mandates one State agency to administer or supervise both the
AFDC and the child welfare programs. We oppose these mandatory
mergers and believe that. States should be permitted to choose their
own pattern of organization as long as services are made available
both to AFDC and non-AFDC groups. We oppose the merger of
AFDO and child welfare services into one organizational unit unless
eligibility determination and income maintenance are completely re-
moved fiom the service programs. This problem has already been
recognized at the Federal level where the Department of Health, Edu-
cation, and Welfare reorganization plan separates out income main-
tenance programs from service programs.

Existing public child welfare programs are pure service programs.
They are quality programs which attract trained personnel and enjoy
public support at the local level.' Public child welfare agencies sorve
some 600,000 children per year who need services such as adoption,
foster care, day care, and counseling for problems which are not neces-
sarily related to financial need. AFI), on the other hand, is a massive
public assistance program where emphasis is placed on determination
of financial eligibility and investigation of the family situation which
would be even more stringent under the provisions of H.R. 12080.

The indiscriminate merger ofa service program for all children in
need of care with the massive AFDO assistance program would greatly
jeopardize or even sacrifice child welfare services without the hope
of constructive gains.

There is all too common a feeling that somehow many of the social
problems relate only to low-income families. The thing we are pleading
for is that these needs cut through all economic groups.

Merging the AFDO and the child welfare programs will not pro-
ide the solution to the problem of insufficient services for the AFDC

child. The basic problem is a lack of sufficient child welfare services for
all children in this country, and this problem can only be solved by
proper Federal financing of child welfare programs:

The Congress is generous in the Federal matching for other cate-
gorcal aids. This is the only Federal prograi, child welfare services,
that does not get Federal matching at the locaI level for the hiring oi
personnel and this too, we feel discriminates against the services.

More children are in need of service than the current programs can
accommodate and since the States and localities already beir 90 p r-
cent of the cost of child welfare services, there is a great need to In-
crease the Federal share in financing child welfare.

It maiy not be directly, comparable', but, it ts interesting 'to notice
that the- Cngres provides 00, potent of msistance to build the
hi&hwaysbtt 10 percent of asmstance tO givchild Welfare-service.

For thesorerasoi,-the 4I~o ' has suIpotted leg slaton like S. 1116,
introduced by Senator Pell, which would prove matching funds to
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the States for the co9ts of child welfare personnel and child welfare
services. If sufficient funds were made available to the States these
child welfare programs could serve all children in need of care, whether
or not they also required financial assistance.

The Le-age has always urg d the availability of comprehensive
child welfare services to provide care and protection for children
both in their own homes and in foSter care, as well as other services to
strengthen family life and to prepare individuals for employment
and self-support. The League believes that the whole range of family
and child welfare services should be widely available to all families
and children who need them and should not be confined any one socio-
economic goup.

Under H.R. 12080, however, services would be limited mainly to
AFDC families, omitting the many other poor families not, within
the AFDOprogram, as well as other children who are also in need
of care and protection. -

Moreover, the assistance and services for AFDC families would be
given under coercive and discriminatory conditions which might well,
preclude their usefulness.

For these reasons, we wish to recommend that the Senate substitute
the public assistance amendments of title II of H.R. 5710 for the
public assistance amendments of title II of H.R. 12080,. and sub-
stitute the provisions of S. 1116, introduced by Senator Pell, for the
child welfare services amendments of H.R. 12080.

If substitution of S, 1116 is not possible, however, we would sug-
gest as an alternative, .the substitution of the child Welfare services
amendments of -H.R. 5710. This would provide matching funds for
additional child welfare personnel in addition to increased authoriza-
tions for child welfare services under part 3 of title V of the Social
Security Act. 7

Increased day care and foster care services, as well as services to
children in their own homes, would then be possible and available for
all children in need of such care and protection.

We, too, wish to thank the chairman and the committee for their
courtesy in permitting us to testify on behalf of the Child Welfare
League of America.

Thank youvery much.
Senator Cums. Governor, thank you.
I am rather astounded that the Child Welfare League of America

would brand any child as illegitimate.
How long do you think they should carry that tag? Until they

are 10 or 20 or o, or 7Oor 80
Mr. AxDxsSEN;. No. I think as a personal tag it should not apply to

any child. It is just a means of identification, and if one could use the
term "born out of wedlock,' I think it is just a matter of terminology, •
and it could be changed. But the child itlf-

Senator Curms. Ido not think there is any such term in the Federal
law and I doubt very --much that this is, under the Minnesota law.
Mr. ApM EsN. R is in the report of the committee. on HA. 12080,

and I suppose that is why we used it, purely to identify the children
we, are talking.about. But we surely would be glad to substitute any
other term.
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Senator CuRns. No human being has anything to say about how he is
going to be born.

Mgr. AxDnT sFn. That is right. But some are born under the law and
some are not.

The law requires marriage, of course, and so it has come to be chil-
dren not born under marriage are not born under law, and have be-
come illegitimate.

We are wholly sympathetic to the child, and we are wholly sympa-
thetic to using terms to protect the child. We would never refer to a
particular child as illegitimate.

senator CuRTiis. Jus as a group.
Mr. ANDESEN. Just as a groups just as a means of identifying a

group of children we are talking- about, but never to a particular cl d.
Senator Owis. I think you will find Federal law has very carefully

avoided any such branding of even a group.
Mr. ANDMsEN. I think it is a good thing. I would agree with that.
Senator CUR s. My guess is that the Minnesota law would not use it.
Mr. AxDEPSFN. I think mainly we use in Minnesota the term "born

out of wedlock."
Senator CURTS. That is all.
Senator HAmIs. Thank you very much.
(Mr. Andersen's prepared statement follows:)

PBIPAMM STATEMENT OF ELMER Ti. ANDERSEN, ON BEHALF OF THE 0HHw WELaiER
IsEAOUE OF AMEriCA

IN TRODUOTION

I am Elmer I. Andersen, President of the Child Welfare League of America.
I am President of ,H. B. Fuller Company, St. Paul, and was Governor of Minne-
sota. I am speaking on behalf of the Boatd of the Child Welfare League of
America. Accompanying me is Mr. Joseph 11. Reid, Executive Dlrect0t bf the
League since 1953. Established in 1920, the League is the national voluntary
accrediting organization for child welfare agencies In the United States. It cur-
rently has 292 child welfare agencies in membership as well as 69 associate
agencies. Represented In this group are voluntary agencies of all religious groups
as well as non-sectarian public and private agencies. The League's prime fune-
Alnna are consultation services to local agencies and communities, tandard set-
ting, research, and child welfare publications.

We wish to address ourselves to the Child Welfare and Public Assistance
Amendments of Title Ii of H.R 12080 as they would affect the children of this
country. We do not believe that these provisions are In the true tradition of
the United States' Congress which has, over the past decades, expressed Its
concern for the health and welfare of all the nation's children. Althour-h Title
II of H.R. 12080 presents the illusion of helping Children, tpon clone dnalysls
it Is In fact, overall, a potentially harmful measure. Even the positive features

of the bill, when viewed within the total context of the programs proposed, be-
come negative and hostile to the wellbeing of children. We Can only believe that
the House of Representatives did not fully understand the regressive proposals
In this legislation and the extent to which they would ultimately harm the lives
of millions of children.

The League, like the Congress, has always been concerned about the factors in
our society which lead to such severe social problems as dependency, Illegitimacy,
delinquency, mental instabflity, and a lack of proper care and protection for
children., We know, as does the Congress, that Nuch social problms are found
throughout our society and not Just within those families receiving public assist-Once. 1 .. I - I I - I .,f

The Congress, as well as the League, has therefore recognized the necessity
to make public child welfare services available for all children lif need of such
services, regardless of their financial otatu The 0ongpe has expressed thi
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necessity both by the definition of child welfare services in Section 528 of the
Social Security Act and by tha language in Section 523(2) which requires a
state plan to show progress towards making child welfare services available
through the state "for all children in need thereof" by July 1, 1/5.

But In writing H.R. 12080, the Ways and Means Committee seems primarily
concerned with the increases in numbers and costs of the AFDO program. It is
concerned over the rising numbers of illegitimate children. The League shares
that concern. However, we believe that many of the measures proposed will only
aggravate the situation, instead of relieving It, and tend to vitiate Congress'
concern for all children.
Publio Assistance Amendments, Part 1, Title II, H.R. 12080

Our first objection to Title II of H.R. 12080 is that, in part, It relies on com-
pulsion and coercion to achieve Its end. It is excellent to provide job training
and increased employment opportunities which the bill seeks. But we deplore
the effort to force people to accept job training or employment with the threat
of cutting off food for their children If they refuse. Such efforts are self-defeat-
ing.

This is particularly true in light of the fact that H.R. 12080 greatly enlarges
the areas where the subjective judgments of welfare workers would determine
whether a family receives assistance, for it will be the individual welfare work-
ers who will determine whether a mother has a "good cause" in preferring to
stay at home to care for her children, or whether employment is "suitable."
We believe that It is a critical error to increase the areas where the subjective
judgment of welfare workers is substituted for objective eligibility criteria. We
assume that the Department of Health, Education, and Welfare will write sound
guides as to what constitutes "good cause" for refusing to accept training or
employment, or for defining what constitutes "appropriate" training and em-
ployment. However, we know from past experience that well-meaning regula-
tions emanating from Washington frequently provide little real protection for
the individual. The subjective judgment of thousands of Individual welfare work-
ers, influenced by local attitudes and prejudices, frequently results in arbitrary
unjust decisions from which appeal is long and costly and often impossible. Such
circumstances severely endanger the rights of people, destroy their dignity, and
make the individual subject to critical abuses of authority and discretion that,
before they are corrected, can result in severe privation for children.

Emphasis upon investigations, searches, and referrals to courts produce a
climate in which constitutional rights are endangered and welfare workers are
alienated from people they are supposed to serve. It is extremely difficult, if not
impossible, to offer rehabilitative service to help the families who must con-
stantly be in fear of the worker who is serving them.

We believe also that placing limitations on the percentage of deserted children
who may be on the relief rolls ignores all the social and economic realities In the
country, and in the end can only hurt children.

The Ways and Means Committee Report states that children will not be pun-
ished for the failure of a mother to work although she may be cut off assistance.
This too Is an illusion. If a mother, for example, is cut off relief because she
sincerely believes she should care for her children and "protective payments"
are then made only to meet the children's needs, that mother will either share
the children's portion of potatoes or will starve. Either of these alternatives
would, in fact, punish the child, despite the Committee's good Intentions.

The second reason that we oppose Title II of H.R 12080 is that it-would result
In confining concern to the child receiving public assistance instead of extending
concern for all children in need of services. For example, the Ways and Means,
Committee is concerned with children on AFDO who are neglected or abused
by their parents. It has stated that these parents should be referred to the
courts for proper action. Neglect and abuse of children is by no means confined
to the AFDO family. As the reports of the Children's Bureau Indicate, severe
abuse of children is widespread and is founo In all economic groups. Yet, there
Is nothing in the bill that would extend protective services for all children. All
states have_ laws giving courts jurisdiction over the neglecting and abusing
parent. Congress adds nothing new when it mandates the states to bring court.
actions against the neglecting AFDO parent, except to single him out as a second-
class citizen. The basic reason children are not protected under our present
laws is not that the law Is insufficient, but that services do not exist to provide
that protection in a positive manner.
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Although almost all cities in the United States have an organization that is

responsible for investigating reports of abuse or neglect of animals, extremely
few communities in the United States hawv a comparable system for investigat-
ing reports of neglect and abuse of children. In a few communities, there are
highly experienced organizations that have established what are known as pro-
tective services for children. These agencies. investigate all reports of child abuse
and neglect. They send trained social workers to the child's home to determine
whether the child is in need of care or protection, to work with the family to
cQrrect the abuse and neglect when possible, and, if necessary, to take appropri-
ate court action.

Police authorities and social work experts agree that precipitous police action
is self-defeating and does not produce positive results. When skilled services
are not available to help parents take proper care of their children, families are
unnecessarily broken up and children are doomed to the limbo of long-term
foster care. The taxpayer pays dearly for the cost of that foster care. The League
has supported legislation such as H.R. 1977 Introduced by Congressman Burke
in the House and S. 1116 introduced by Senator Pell, which would provide fed-
eral matching funds to the states for comprehensive child welfare services. This
would enable all communities to establish protective services which would then
be available for all children in danger and would not be limited solely to AFDC
children.
H.R. 12080 seems to reflect the concern for the alleged immorality of persons

receiving public support rather than a concern for the welfare of all children.
In 1001, only 20 percent of the illegitimate children in the country were on AFDO,
but if the House Ways and Means Committee believes (as the Child Welfare
League.does not) that illegitimacy per se is sufficient cause to remove a child
from his home an.l place him in foster care, then what about the other 80 percent
of illegitimate children who are not on AFDC? If a family does not need to
apply for assistance, or exits fromji the AFDC program, are their children to
be without care and protection, and must these families do without any help
from the community for their children? Are children whose mothers are work-
ing but who are not on welfare rolls to be denied the advantages of proper day
care? The prospects are that these things may well happen if H.R. 12080 is
passed in its present form.

We strongly urge this Committee to reconsider the basic philosophy embodied
in Senator Pell's bill which would make possible services to all children who
need them and not only the child who is a drain on the public purse.

Ohild Welfare Service* Amendments, PartS , Title II, H.R. 12080
The third reason we oppose Title II of H.R. 12080 is that It would greatly

weaken, and in some situations might destroy existing public child welfare pro-
grams despite provisions which may on the surface look like great gains for
child welfare. The increased authorizations for child welfare appropriations in
Section 285(c), tor example, may well be meaningless when seen in the opera-
tional context of Section 235(d) (2) and the new requirements for the AFDO
program as interpreted by the House Ways and Means Committee Report on
H.R. 12080. . .

Section 235(a), (c) and (e) (1) of H.R. 12080 provide for the removal of
Part 8, Title V of the Social Security Act to Title IV, and Section 235(d) (2),
provides for the mandatory merger at the state and local level of AFDO and
child welfare service units. We believe these requirements would Jeopardize or
even sacrifice the child welfare service programs without the hope of construc-
tive gains. Under Part 3, Title V, child welfare programs in the states are pure
service programs and not relief programs, Public child welfare agencies serve
approximately 600,000 children per year -who need services such as adoption,
foster care, counseling and day care, for problems which are not necessarily
related to financial need. These are quality service programs capable of attracting
traine#j workers, and they have enjoyed public support at the local level. How-
ever, they have been insufficient in quantity because of the lack of adequate
federal financing. More children are in need of these services than the current
programs can accommodate, and comprehensive child welfare services are not
yet fully available throughout the states despite the 1902 Congreional mandate
that this should be accomplished by 1976. Since the states and localities bear
90 percent 6f the cost oftthese programs, 1 there is .a' great need to'nereane the
federal fnancing of the child welfare programs. 3For these reasons, H.R. 5710
provided federal ftindh to the state on a matching basis for additional child,
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welfare personnel and also removed the ceiling from the authorization for child
welfare grants as of 1969.

This need for federal financing of comprehensive child welfare services is why
the League and many other groups supported legislation like S. 1110 introduced
by Senator Pell which would provide matching funds to tie states both for the
cost of child welfare personnel and child welfare services. If sufficient funds
were made available to the states, these child welfare programs would include
both AFDO as well as non-AFDO children. Since eligibility for child welfare
programs depends on the need of the child for service rather than on his financial
eligibility, there are provisions in the states for payment by families who can
afford to pay for part or all of this care. These child welfare programs are now
in Jeopardy. If these true service programs for all children in need of care were
to be indiscriminately merged with a mass financial assistance program of AFDC,
where the emphasis is on financial eligibility and investigation of the family
situation, the child welfare programs might soon lose their effectiveness.

Section 201(c) of H.R. 12080 would provide 75 percent federal matching for
the personnel cost of workers serving AFDC or AFDC related cases, but similar
matching funds would not be available for the cost of workers serving non-
AFDO children. This would further accentuate the current discrimination be-
tween the financing of public assistance service workers and child welfare
workers. It would accent the hesitancy of the states and localities to appropriate
funds for non-AFDO cases since the state dollar would not be matched by Federal
funds. Some states are already forfeiting federal matching funds for AFDO
because they cannot or do not wish to put up the required state percentage.
Under H.R. 12080, there are so many mandated AFD programs that there may
well be no state money available for non-AFDO child welfare services. Even with
an Increase in federal child welfare authorizations, the states would still have
to provide a large percentage of the cost of the child welfare programs. The
ultimate result way well be the loss of child welfare services for any child other
than an AFDO related case.

No reasons have been given by the House Ways and Means Committee for
the removal of Part 3, Title V of the Social Security Act to Title IV, the AFDC
title. We can see no logic in putting a service program designed for all children
into a public assistance title designed only for those requiring financial assistance.
Removal of Part 3 from Title V to Title IV seems to indicate a major change in
Congressional intent-to concentrate on services for ADFO children Instead of
maintaining services available for all children iu need of care or protection. We
think this is dangerous and unwise.

We oppose the mandatory merger in Section 235 (d) (2) and believe that states
should be permitted to choose their own pattern of organization as long as
services are made available both to AFDO and non-AFDC groupa. We are op-
posed to the mandatory merger of AFDC and child welfare service programs into
one unit at the local level, unless eligibility determination and Income mainte-
nance are completely removed from the service programs. This problem has
already been recognized at the federal level where the Department of Health,
Education, and Welfare reorganization plan separates out income maintenance
programs from service programs.

Merging the AFDO and child welfare programs will not provide the solution
to the problem of Insufficient services for the AFDO child. The basic problem
Is a lack of sufficient child welfare services for all children in this country, and
this problem can only be solved by proper federal financing of child welfare
programs. We belive that H.R. 12080 ducks this Issue by attempting to merge two
programs and thus creating a dual financing system which would be adminis-
tratively unwieldy and would result in the loss of services for those children
requiring protection and care but not requiring financial assistance. The League
suggests that children and families would be better served by providing funds
for child welfare services across the board under provisions of a bill similar
to that introduced by Senator Pell and Congressman Burke, However, if this is
not possible, then the provisions of H.R. 5710 would be a viable alternative with
additional futids to be provided for day care and foster care through the child
welfare appropriations.

(Jommont on Speofto Provisfons o 05.8. 12080
(Jommunity Work and Training, Section 904, H.&. I2080.-H.R. 12080 requires

states to provide work andtralning programs which would be mandatory for
AFDO mothers as well as other covered relatives and AWDO children over 16
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not In school full-time. Failure to participate in these programs without "good
cause" would result In the loss of assistance.

Although the Child Welfare League supports provisions to make opportunities
and incentives for work and training more available, the League believes that
work and training for mothers must be offered on a, voluntary basis If the pro-
gram Is to be successful. The Child Welfare League believes that mothers should
have a choice between working or caring for their own children full-time. Mothers
who choose to work or train have a much better chance of success than those
who are forced to do so.

Under the present work and training provisions of Section 409(a) of the
Social Security Act, which are voluntary both as to the states and as to the
recipients, there Is a requirement that the state provide, "(4) ... for ans!urlng
appropriate arrangements for the care and protection of the child during the
absence from the home of any such relative performing work under such program
t order tO assure that such absence and work tofi not be inimical to the icdfaro
of the child."

The underlined language is omitted from similar provisions in ILR. 12080.
If the work and training section of the Social Security Act is amended, we
believe that this language should remain In the Social Security Act in order to
emphasize concern for the welfare of the children involved.
Day Oare.-When mothers wish to work, however, they are often frustrated

because of the lack of sound child care services. The League has always held
that day care services should be available as part of a total child welfare program
so that children in need of service might be properly cared for when their
mothers are either unable to do so full-time or are at work.

Day care is not only a service that permits mothers to seek employineit; It
Is also a preventive service which helps keep children in their own homes and
out of foster care. Many children who are not on assistance also need care while
their mothers work. In some of these cases, though families would be abh- to
pay part or all of the cost of day care, the services themselves are lacking.

It is the League's position that day care services should be available for a wide
variety of reasons, in addition to the fact that a mother may be working to
support her family. Nor should day care services be required for children when
It is not in their best Interest as, for example, In the case of the child not ready
for separation from his parent for any extensive time.

Because HR. 12080 would make work and training programs mandatory
for most AFDO mothers, the states would also be required to provide child
care programs to make this possible. However, no standards are set for these
day care services under the AFDO program, and there Is no recognijion of the
need of the child for anything other than custodial care. Moreover, according to
the Ways and Means Committee Report, these funds would be restricted to
providing day care for only those children whose AFDC mothers were at work
or in training. This is in contrast to the magnificent recogniLlon which Congress
has previously given to-the values of the Head 'Start program which provides
enriching experiences for preschool children. It is also in contrast to the day
care provisions now in Section 528(1) (B) of the Social Security Act which sets
standards for day care services under a state plan.- (These provisions also appear
in Section 285(c) of H.R. 12080 and would apply to the use of funds appro-
priated under the child welfare authorizations in that section.) The state plan
must provide: • i I

"(1ii) for such safeguards as may be -necessary to as sure provisions of day
care under the plan only In cases In which it is in the best interest of the child
and the mother and only In eases in which it Is determined, under criteria estab-
lished by the state, that a need for such care exists; and in cases In which the
family is able to pay part or all of the costs of such care, for payment of such
fees as may be reasonable in the light of such ability;

"(iv) for'giling priority n determining the existence of need for such day
care, to members of low income or other groups In the population, and to
geographical areas, which have the greatest relative need for extension of such
day care; and

(t) that, day care ,provided under the plan will be provided only in facilities
includingg private homes) -which are licensed by the state, or approved (as
meeting the standards established for -such licensing) by the state agency
responsible for licensing facilities of this type."
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The League believes day care facilities for AFDC children should be provided
as part of the stats child welfare services and under the eame standards and
protections as set forth above.

The League believes that day care services should be available for children
of non-AFDO as well as AFDO parents, not only blouse these children need
such care, but also because it will avoid the ghettolzlng effects of programs run.
solely for ADO children. We believe the present language contained in Section
23(a) (1) (B) (i1) of the Social Security Act permitting payment of part of

all of thi cost of day care according to the ability of the parent is very sound in
this respect, and although priority is given to day care for low income groups
in the population, it Is not limited solely to parents on assistance. We believe
the provisions for day care should be kept as part of the child welfare program,
Part 3 of Title V, and not made Part A of Title IV.

The Ways and Means Committee estimated that under H.R. 12080 $470 million
would be spent on day care under AFDC for working mothers in 1972. We believe
that these funds should be made available as part of the child welfare appro.
priations under Part 3 of Title V and that states should have a single program
for day care for both AFDC and non-AFDO children administered by the child
welfare program.

Poster C(are.--There is a documented and recognized need for federal financing
of foster care as the House Ways and Means Committee has pointed out. H.R.
12080 attempts to remedy the present situation In which states and localities
pay for 98 percent of the foster care cost which amounted in 196 to $258
million. This is to be done by expanding the number of children who may be
financed in foster care under AFDC provisions by changing the requirement of
eligibility to include those children who might have been eligible for AFDC
within the past six-month period under certain conditions had application been
made on their behalf. The Committee estimates an additional $40 million in
federal foster care funds would be spent under this provision In 1972.

The Committee also states its belief that more AFDO children should be
in foster care because of poor home environment, including that caused by
"multiple instances of illegitimacy." H.R. 12080 retains the requirement of Sec-
tion 408(a) of the Social Security Act that federal funds for foster care will
be available only if such a removal has been made "as a result of a judicial
determination to the effect that continuation (at home) would be contrary to
the welfare of the child." The League believes that this Judicial review protects
AFDO children and families from possible coercion and placement contrary to
the child's welfare. We therefore urge the Senate to retain this protection in
the law.

The Ways and Means Committee Report Indicates that, "the Increase In the
authorization for appropriations for child welfare services . . . will be of
substantial help to states In meeting the cost of foster care of children ... and
expect states to use most of their Increased allotments of federal funds which
result for foster care of children." This would provide the states with ad- ,
ditional foster care funds for non-AFD0 cases. The 1972 cost estimates of the
Committee however, as revealed In the chart on page 117 of the Committee
Report, ildicate that i the entire increase in child welfare authorizations were
appropriated and if the entire amount allotted to child welfare services were
used for foster care, there would be $40 million federal available for non-AFDO
foster care. This would be in addition to the $40 million federal funds for
foster care added by the expanded AFDC foster care provisions of H.R. 12080.
Even this maximum figure of $80 million would be less than one-third of the
foster care expenditures of $258 million spent by the states and localities In
196 and would preclude any funds for the basic essential for sound child
welfare services, namely, child welfare personnel. The Child Welfare League
believes that all foster care, whether for AFDO or non-AFDO children, should
be funnelled through child welfare funds and that there should be a single
foster care program in the state.
, OMNd Welfare Per.onne--It must be re-emphasized thatpersonnel is essential

to the provision of sound child welfare services. H.R. 12080 does not provide
the funds necessary for additional child welfare personnel, although federal
funds would be available for personnel working with AFDO children. State
welfare departments have indicated that the need for additional trained child
welfare personnel is the highest priority need in their child welfare programs.
Without the necessary personnel, children cannot be protected in their own
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homes and may end up needlessly (and much more expensively) in foster
care. They also stay In foster care for longer periods than necessary when child
welfare workers are lacking to help remedy their home situations. In addition
without funds for personnel, adoption services are lacking so that children
who could have permanent homes of their own at no further expense to the
community are kept needlessly In foster care. Without personnel funds, protective
services to assist children who are abused or neglected In their own homes will
be sorely lacking, and these problems occur in many families not within the
AFDO caseload. H.R. 5710 recognized this vital need by providing 75 percent
federal matching funds for the cost of additional child welfare personnel We,
therefore, recommend a return to the personnel provisions of H.R. 5710.

Meeting Fll Need.-In testifying before the House Ways and Means Com-
mittee, the League stressed the basic Importance of the provision in H.R. (1710
which would require states to meet the financial needs of families with children
as determined by the state's own budgeting standards of minimum need, and to
provide for an annual review of the standards to take into account changes
in living costs. Unfortunately, this provision of H.R. 5710 does not appear In
H.R. 12080. As is well documented, there is a serious discrepancy between what
the states determine to be minimal need and the amount they actually pay to
recipients on assistance. This discrepancy Is widest in the ADO program and
children are, therefore, most affected by it. Meeting the minimal needs of children
Is essential to any program which seeks to protect them. The best social services
In the world cannot feed the hungry child nor provide him with the necessities
of life. Living in constant poverty is not the way to promote the healthy physical
or emotional growth of the next generation on which this country must depend.
For these reasons, we urge the Senate to amend the Social Security Act so as to
include the provisions as written in Section 202 of H.R. 5710.

Dependent Oldren ol Unemployed Father#, ection 208, H.R. 12080
The Child Welfare League believes that the goal of public assistance polices

should be to help keep families together rather than to encourage family
breakup. The AFDO programs which permit assistance to children who are needy
because their father is unemployed, help keep families together. We believe this
program should be mandatory upon the states. It Is unwise to continue any
policy which actually encourages the breakup of families. This is the unfortunate
end result of programs which provide assistance only upon condition that the
father Is absent from the home. New restrictions which would be placed on
the AFDC-U programs under Section 203 of H.R. 12080 also tend to encourage
family breakup because they cut the number of fathers whose children would be
eligible for AFTO. For example, any child whose father received any amount
of employment insurance, no matter how small, would be ineligible for AFDO
assistance during that month. If the father deserted that family, however, the
child would be eligible. A child whose father did not have six or more quarters
of work within a prescribed period, would also be ineligible, unless the father
disappeared from the home.

This Is unsound public policy. It would exclude from AFDO some of the
neediest children-those whose families had been hit by a severe or prolonged
recession, or those whose father had had a prolonged illness from which he
had since recovered. For these reasons, we believe that the definition of "unem-
ployment" should be much more broadly defined than, it is in H.R 12080 and
that there should be no restrictions based on the receipt of unemployment
compensation which falls below the state's standard of need. In addition, we
would urge that the states be required to provide assistance to families with
children with an unemployed parent as a basic part of the AFDO program.

Proteakve Paomwnte and Vendor Pamet., Beton 907, H... 18080
Under present law (Sections 405 and 406 of the Social Security Act, if a

state Ii meeting full need, "protective payments" to a third party may be made
in the limited number of cases where AFDC relatives are found to be fiscally
irresponsible and assistance payments are not being used in the best interests
of the child. Section 207 of HJ. 12080, however, would eliminate all but one of
the provisions of Section 406 designed to safeguard'the child and his family from
possible misuse of protective payments and would also provide for the use of
vendor payments. H.IL 12080 would now reqve stateii to use protective and
vendor payments when APDO relatives were fiscajy irresponsible and also when-
ever there was a refusal to accept training or employment.,

888-1 0-47-Vt ----0
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Although there are relatively few cases of demonstrated fiscal Irresponsibility,
this new requirement would open the door to widespread use (and possible
abuse) to protective and vendor payments, which would further discriminate
against AFDO families. The League is opposed to any use of vendor payments
for rent, food, elothipg or other goods and services because it is almost impossible
to prevent their widespread abuse. This is particularly important if children
are not to be further deprived, since AFDO grants are already low and do not
meet minimum needs in most state&

The League believes 'protective payments" should be permitted to protect the
best Interests of the child In instances where there has been a state determina-
tion that the relative is fiscally irresponsible. But legislative provision for "pro-
tective payments" should continue to include the careful safeguards now In See-
tions 406 and 406 of the Social Security Ahct
LZmitation on APDO (7o*eload, Section 208, H.R. 18080

The League Is opposed to any ceiling on the numbers of children who may be
eligible for federal financing under the AFDO program.

Medioal Assietaoe Amendimnen, Part St, Title II, H.R. 12080
We wish to point out the vital importance to children and expectant mothers

of the programs under Title XIX of the Social Security Act. Infant mortality
rates reflect the soco-economic status of their mothers, as do the figures on the
use of health and dental services. The lack of health care is most acute among
persons of low income groups. For these reasons, we believe the states should
be permitted to continue to develop programs under the terms of this new legis-
lation without any modification at the present time. It Is premature to modify
Title XIX In any basic respect until the states have had further experience with
these programs. We would urge particularly that there be nothing i any provi-
sion which would re~triet the eligibility for Title XIX benefits for children in
low income families who could not otherwise afford health care. Children should
continue to receive the same care as the other groups now covered under Title
XIX. We oppose the change in Section 220(a) of H.R. 12080 which would limit
the eligibility for Title XIX benefits to an Income standard no higher than one
and one-third times that for money payments under AFDC because it would cut
so drastically the number of eligible children in low income families who need
this vital health care.

Social Work Manpower and Trainlng, Section 401, Title IV, H.R. 18080
We endorse the social work manpower and training provision contained In

Section 401. If the Institutions of higher learning are to be able to provide the
social work manpower and training necessary to implement the Social Security
Amendments of 19067, it is essential that they have financial help to do so.

CONCLUSIONS

The League has always urged the availability of comprehensive child welfare
services to provide care and protection for children both in their own homes and
in foster care, as well as other services to strengthen family life and to prepare
Individuals for employment and self-support. The League believes that the whole
range of family and child welfare services should be widely available to all fam-
ilies and children who need them and should not be confined to any one socio-

economic group. Under LR. 12080, however, services would be limited mainly to
AFDO families, omitting the many other poor families not within the AFDO
program, as well as other children who are also in need of care and protection.
Moreover, the assistance and services for AFDO families would be given under
coercive and discriminatory conditions which .might well preclude their use-
fulness.

For these reasons, we wish to recommend that the Senate substitute the Pub-
He Assistance Amendments of Title II of H.L 5710 for the Public Assistance
Amendments of Title II of H.RT 12080 and substitute the provisions of S. 1116,
Introduced by Senator Pell, for the Child Welfare Services Amendments of H.R.
12080. If the subkitution of 8. 1116 is'not possible, however, we Would suggest
as an alternative, the subetltution of the Child Welfare Services Amendments
of H.L 5710. This would provide matching funds for additional child welfare
personnel In addition to Increased authorisatiots for child welfare services under
Part 9 of Title V of the OcialW Security'Act -Increased -day care and foster care
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services, as well as services to children in their own homes would then be pos-
sible and available for all children in need of such care and protection.

We wish to thank the Chairman and the Committee for their courtesy in per-
mitting us to testify on behalf of the Child Welfare League of America.

SUMMARY AND RBOOMMENDATIONS OF THE OHILD WELFAXE LEAGUE OF AMUXOA

The child Welfare and Public Assistance Amendments of Title 11, HR. 12080
are potentially harmful to the health and welfare of the nation's children and not
in the best tradition of the United States Congress which has heretofore con-
cerned itself with promoting the health and welfare of all children and held that
child welfare services should be available for all children in need of such care
and protection, regardless of their tinanlcal status. Although the goal of the Public
Assistance Amendments (Part 1, Title 11) namely, to help as many families as
possible to achieve Independence and self-support, is praiseworthy, the use of
compulsive and coercive means to achieve that end is self-defeating and would
ultimately harm the lives of millions of children. Limitations of AFDO ease-
loads, and threats to discontinue assistance ulti mately deprive and harm chil-
dren. Although the number of AFD0 families receiving assistance may be cut
by such means, the problems of dependency are not solved.

Families in all walks of life may at some time have problems resulting in a
child's need for care and protection. Illness, death, dependency, illegitimacy, de-
linquency, mental instability, neglect and abuse are not limited to public assist-
ance families. Title II is likely to result, however, In limiting programs to AFDO
families Instead of continuing to make services available for all children who
need them.

The Child Welfare Services Amendments (Part 8, Title II) would greatly
weaken and might destroy existing child welfare programs, despite the illusion
of gain in increased child welfare authorizations, particularly when viewed in
the light of the public assistance provisions of the bill. Merging the AFDC and
child welfare programs will not provide the solution to the problem of Insuflcent
services for the AFD0 child. The basic problem Is lack of sumleient welfare serv-
Ices for all children in this country, and this can only be solved by proper federal
financing of child welfare programs H.R. 12080 would create dual systems of
financing for child welfare services, one for AFDO related children, and another
for non-AFDO children, which might ultimately result In the loss of services
for children requiring protection and care but not on AIDO. The Child Welfare
League believes that a single system of financing for unified child welfare pro-
grams in the states Is necessary.

Specifically, the League recommends that:
1) legislative provisions for child welfare services be kept as part of

Title V of the Social Security Act;
2) there be no mandatory merger of AFDC and child welfare service pro-

grams into one unit at the local level, unless eligibility determination and
income maintenance are completely removed from the service program;

8) child welfare services be financed, preferably on a matching basis,
through Title V and nOt through Title IV.

These recommendations could be achieved by substituting the Public Assist-
ance Amendments of Title II of H.R. 5710 for the Public Assistance Amendments
of Title II of H.R. 12080 and substituting the provisions of S. 1116, introduced
by Senator Pell, for the Child Welfare Services Amendments of H.R. 12060. If
this substitution of S. 1116 is not possible, alternatively, the Child Welfare Serv-
Ices Amendments of H.R. 5710 could be substltuted. This would at least provide
matching funds for additional child welfare personnel, the basic essential for
sound child welfare programs, in addition to providing increased authorizations
for child welfare services under Part 8, Title V of the Soilal Security Act. In
either case, Increased day care and foster care services, as well as services to
children In their own homes would then be possible and available for all hildren
in need of such care and protection.

In addition, the Child Welfare League:
1) opposes mandatory work and tritining for AFDO mothers as a "condi-

tion for receiving asslatance." Work and training opportunities should be
offered on a voluntary basis with assurance that suitable child tare arrange-
ments will be made so that the mother's absence and work will not be
inimical to the welfare of the child;
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2) recommends single programs for day care for both AFDO and nou-
AFDO children in the states, administered under the state child welfare
program and with the standards and protection for day care established by
Second 28 of the Social Security act;

8) recommends a single program for foster care in the states for both
APDO and non-AIO children In need of such care, financed through the
child welfare program. If the separate AFDO foster care program is con.
tinued, however, the requirement for court lapl~roval of AFDC foster care
placements should be retained;

4) recommends that states be required to meet the full minimum financial
need of AFDO families as determined by the states' own budgetary standards
of soh need;

5) recommends that the AFDO-U program be mandatory upon the sates
and opposes the narrow definition of "unemployment" contained in H.R.
12080;

6) opposes the iue of vendor payments and the elimination of present safe-
guards for the use of "protective payments ;"

7) opposes any ceiling on the numbers of children who may be eligible
for federal financing of AF'DO programs;

8) opposes changes in the medical assistance programs which would limit
eligibility for Title XIX benefits for children In low income families;

9) endorses the Social Work Manpower and Training program of H.R.

Senator HMius. Mr. Michals, will you come forward.
The next witness is Mr. Eugene Michals, president of the American

Phyical Therapy Assoiation.
Will you please introduce for the record those who accompany you

here today, those you have with you I

TAEMPT OF EUGENE MICHALS, PRESIDENT, AMERIMAN PHYSI-
GAL THERAPY ASSOCIATION, A00OMPANIED BY LUOY BLAIR,
EXECUTIVE DI E1OR; ROYCE P. NOLAND, EXECUTIVE DIREC-
TOE, CALIFORNIA ,CHAPTERS; AND OHN PF OW, MEMBER,
OKLAHOMA CHAPT R

Mr. MIOmAmS. Thank you very much.
To my left is Miss Lucy Blair, executive director of theAmerican

Physical Therapy Association; to my far left Mr. Royce Noland, ex-
ecutive director of the California chapters of the American Physical
Therapy Association; and to my right is Mr. John Pellow, member
of the Oklahoma chapter of the American Physical Therapy Associa-
tion.

Senator HAmxs. I want to say on behalf of the chairman and the
committee that we apologize to you and your association for not hav-
ing been able, to hear all of the many witnesses who desired to appear
at this hearing on this particular aspect of the bill we are now con-
sidering.

I am hopeful that the points you cover in your statement will in-
volve the points which the various witnesses and the various State
groups wanted covered. Further, I want to point out again to ou
that we have extended to each of these eople who have wantd to
appear an invitation to submit written statements in lieu of a per-
sonal appearance, and without objection any such statements sub-
mitted will be printed in the record following your testimony.

Mr. MOHALs. Thank you, Mr. Chairman.

138
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We appreciate the opportunity to appear before the Senate Com-
mittee on Finance on matters regarding the Social Security Amend-
ments of 1967, especially section 1861(5) of title XVIII.

In compliance with the request of your committee, our association
has previously filed a copy of the statement relative to our appear-
ance here today, and I should like this to be part of the record of thishearing.

Senator HARIms. Without objection, that will be done.
Mr. Micum. In the interest of brevity and clarity, I should like

to read selected portions of the statement along with certain addi-
tional comments and editorial changes.

The American Physical Therapy Association represents over 12,000
qualified physical therapists in the United States and has component
chapters in all of the 50 States, the District of Columbia, and the Com-
monwealth of Puerto Rico. Embodied on pap I of our statement are
brief comments concerning the educational programs for physical
therapists and the types of patients seen by physical therapist&

Physical therapy is one of the allied health professions concerned
with the effective inplementation of patient care services under the
sections of the SocialSecurity Act known as medicare and physical
therapists are identified in the services for our senior citizens which
are rendered in hospitals, extended-care services, and home health
agencies and as a part of services provided by a physician. Physical
therapy is excluded, however, when given by a physical therapist not
identified with a provider of services.

Approximately 60 percent of our members are located in all types of
hospitals. These are both public and private; -7 percent are in nursing
homes on a full-time basis, 15 percent in nursing homes on a part-tome
basis, and 15 percent are affiliated with public-health or home health
agencies, and many physical therapists provide physical therapy
on a part-time or a full-time basis in patient's rooms as a necessary
service to both physicians and patients.

The majority of the physicians do not employ physical therapists in
their offices and prefer to refer their patients in need of physical
therapy-with appropriate prescription-to qualified physical thera-
pists with whom they have developed interprofessional relationships
in the local area.

During the past year, our experience in the implementation of medi-
care indicates that there has been inconsistent and ineffective utiliza-
tion of qualified physical therapists because of restrictions in the law
and because of some confusion and inequities in carrying out the
regulations in local areas.

Although physical therapists have made themselves available for
patient care services on a full-time or part-time basis they have fre-
quently not been utilized because of the lack of a certified home health
agency or other providers of services in the area.

As an example, a community of 100,000 persons, approximately one-
fourth of whom are over age 65, there is no hospital outpatient de-partment or home health agency providing physical therapy services.
In the same community, there are three physical therapy offices, well
equipped and manned by five qualified and experienced physical
therapists providing physical therapy as medically prescribed on an
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outpatient or home-care basis. Because of the provisions in the pres-
ent law, the eligible beneficiaries are denied reimbursement for the
services that they receive from these physical therapists. The singular
disqualifying factor' is that these physical therapists are not con.
nected with a hospital department or home health agency.

Another example which exists in many communities is one in which
a physical therapist serves a small hospital in one area and maintains
an office elsewhere. He divides his time assisting the in- and out-
patients of the hospital in the morning, and providing treatment for
patients in his office in the afternoon. As a result, the eligible bene-
ficiaries can have their services reimbursed in the morning in one
area but not in the afternoon in the other area.

In areas where there is no certified home health agency or where
the agency may arbitrarily choose not to negotiate contracts with
severa qualified physical therapist% there has been a loss in the utili-
zation of available qualified physical therapists

The physical therapist who is available after the normal workday
or on weekends is providing a needed service to a limited number of
patients in his home area, upon referral of the patient's physician.
This is no longer possible in many instances. Hence, the patient may
need to be returned to the hospital or nursing home a distance away,
at gTeater epense. Also, the available personnel are not being used
to their optimal capacity. Reported costs on delivering physical
therapy services through institutions and agencies in some parts of
the country have been 14 to 20 percent higher than those delivered by
a physical therapist not connected with an agency.The amendments to -the Social Security Act proposed in H.R. 12080
section 138(a) in relation to the hospital extending physical therapy
services to outpatients will assist in some areas but the question has
been raised as to whether this change will eliminate the present plans
for services in extended-care facilities.

This will not provide the mechanism for an individual physical
therapist to accept the prescription of the patient's physician in arry-
ing out his directions in the patient's home or in the physical thera-
piit's office and submitting acceptable charges to the designated car-
rier. Therefore, the beneficiary patient is denied the services which he
needs

It should be recognized that, properly utilized, physical therapy can
increase mobility and restorate fumctional ability with the ultimate
goal being one of maximum independence for the patient. The result
can be less dependence on institutional care. A close correlation can
be expected between effective utilization of physical therapy and de-
crease costs for other health personnel and7 for patient confinement.
Voluminous documentation of this statement is to be found in ap-
propriate technical journals of the last three decades. If there is an
immediate slight increase 4n costs it would only occur in those areas
where this service is now being denied the eligible beneficiarie To
purportto offer certain benefits and then to deny these benefits to some
enefilcaries-because of certain administrative arrangements does not

seem congruent with the fundamental purpose of such a program as
medicare or with good business practices of any health insurance
carrier.
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The association appreciates that the implementation of medicare
has unearthed a variety of variables which will need to be explored,
with eventual changes to assure the intent of the original legislation.
We are not proposing additional coverage but a realinement of pro-
vision mechanisms for more effective utilization of facilities and
manpower within the scope of the program.

We urge your- consideration in supporting the amendment to sec-
tion 1861(S) of the Social Security Act, title XVIII, as cited on
page 4 of our statement. Such an amendment, we believe, would rectify
the problems which were highlighted in this statement in an equitable
and economical manner. We thank the committee for the privilege
for appearing before you and we are prepared to answer any questions
that you may wish to ask.

Senator HARMS. Are there any affirmative statements on the part of
any of your associate? If not, how are physical therapists licensed?

Mr. MICHALS. Physical therapists are licensed within individual
States and territories, and presently we are licensed in all but two
States, Missouri and Texas.

Miss BLAIR. They are the only ones who do not have regulatory
acts.

Senator HARRIS. Do all of them require a certain amount of edu-
cational attainment?

Miss BLAIR. Yes.
Mr. MiOHALS. If I may speak to that, yes, all of them require gradu-

ation from a school approvedby the Cuncil on MedicalEducation
of the American Medical Association, in collaboration with the Ameri-
can Physical Therapy Association.

Such licensure is by examination, and this examination is written
and in some instances also oral.

Senator HARRIS. All right.
Now, not considering the House bill 12080, but only the present law,

the provisions of the present law, under what situations is the service
of the physical therapist provided for now ?

Mr. MoioHALs. These services are presently provided in hospitals to
in-patients as well as out-patients. They are provided in home health
care agencies or through home health care agencies

They are also provided in extended care facilities. As such they are
recognized as part of the medical care of the individuals who come
under our treatment.

Senator HARRIS. How is that changed by 12080 ?
Mr. MIOHALS. 12080 does not necessarily change this except for

section 133 (a) which would permit a hospital to contract with others
to provide sei-rces within the home. Presently this is only provided
through home health care ag ncies.

But, as cited in our statement, there is a dearth of such agencies,N o. 1.. [ " """ ". . ." . .

No. 2, they have apparently to quite some extent failed to negotiate
such contracts and to provide such services where they would be
available,

So that section 138(a) would presently extend this responsibility
to hospi#aIs to negotiate contracts with physical therapists to provide
services in the homes of patients.
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Now, this is some help over what it had been, but we also recognize
that this does not completely and will not completely take care of the
present problem, and that is providing physical therapy services to
persons who have literally paid for this under present insurance
coverage.

Senator HARMS. The present situation is that physical therapy serv-
ices may be recognized in the present law where it is in a hospital; out-
patient service outside a hospital-

Mr. Mhiopus. Within the hospital.
Senator Himxs. Yes.
Then you have the home health agency in the home or an extendedcare facility.
Mr. MICHAIs. That is right, sir.
Senator HAms. The hospital then adds home services under hos-

pital-
Mr. MIOHALS. That is right; under section 133(a).
Senator HARPs. And you want to add to that what?
Mr. MIouAm . Our move and intent is to add to that the ability of

the physical therapists upon prescription by a physician to render
those services directly to a patient in his or her home without the need
for negotiating a contract with some home health care agency which
may not exist, and in many areas which do not exist, or with some
hospital who may or may not be present in any geographical area. In
other words, what we are concerned with is making our services avail-
able to all persons covered by insurance under medical care.

Senator HAmUs. So far as where a hospital is present in the geo-
graphical area, do you think the House provisions, the resent House
provisions, would take care of the situation in the home.

Mr. MxcHALs. Well, it may, and some of my associates, some of the
persons who accompanied me, may wish to speak to this.

Mr. Noww". It could, but it would not necessarily. The hospital,
even though it may physically be there, is under no obligation to pro-
vide the service, and the illustration, as given in the statement, where
there are, in fact, hospitals in that particular community but they do
not provide either in- or out-patient physical therapy services; yet,
in the same community, there are physical therapists who are non-
institutional based, yet qualified like any other physical therapists by
education and all.

So our colleagues could render the service if the mechanism of hav-
ing to be institutionally based were not an administrative requirement
of the law and the regulations.

Senator HARRTS. Do any of you have any estimates as to the costs
involved?

Mr. MiOHALm. I would say, no, we do not. We discussed this
thoroughly.

We estimate that approximately one-half of our membership, one-
half of the 12 000 membership, would be available and probably par-
ticipate in medicare.

Now these persons are presently available but presently are not
utilized. We hesitate, and we are very reluctant, to estimate what costs
this might run to, but we canoenvision that this would be a veryn minor
:rtion of the total medicare program costs because of our small num-
ers. In other words, there are few of us available.
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Senator CUwRIs. Would you yield at that point?
Senator HARRIS. Yes, Senator Curtis.
Senator Cuwris. Do I understand that you make the point that if

the patient's physician prescribes the use of a physical therapist that
you may be saving the administrative expense of handling that under
a hospital or home care agency; would that be correct ?

Mr. MIOHALS. Yes, sir. In some instances this would be true.
Senator CURTIs. Is it also your contention that a physician can pre-

scribe the use of a physical therapist and occasionally it might hap-
pen that it might make hospitalization unnecessary I

Mr. MIOHALS. Yes sir; this can be true.
Senator Cumms. And these 46 approved schools, do you happen to

have a breakdown to know what schools are, in my State of Nebraska
included?

Miss BLAIR. There are none in Nebraska, but there are several ap-
proved schools in neighboring territory, two in Minnesota, and one at
the University of Colorado, and one at the University of Iowa. Many
of the physical therapists in your State-

Senator Cmrns. hat are the two in Minnesota ?
Miss BLAre Pardon me?
Senator CuRvs. What are the two in Minnesota?
Miss BLAIR. The University of Minnesota and the Mayo Clinic in

Rochester.
Senator Curm. I think, you will -find there are some colleges that

have an arrangement that is approved that provide for the pretherapy
course.

Miss BLAIm. Right.
Senator Cumne. I know that is strictly true of Mayo Bros.
Miss BLAM. Right.
They may take their prephysical therapy preparation in a college

in your State or other surrounding States, but they complete their
professional preparation at Mayo Clinic, and that is-

Senator Cua'ns. I believe in the case of Mayo that they indicate and
designate the school-Miss Birm. Right. ' _

Senator CuRTi (continuing). That is acceptable.
Miss Bx.m. Right.
Senator Cmrriti. But those schools are not included in your 46.
Miss BIR. No, because-
Senator CuRTIs. These 46 are those that complete ?
Miss BLIm. That is right. That is thprofessional phase.
Senator Curns. What types of physical therapy treatment are most

commonly used by people over (61 What do you do for them?
Mr. Pimww. The poor grandmother who comes out on the front

porch and falls and breaks her leg, she, in turn, needs physical therapy;
and the arthritic needs physical therapy.

For instance, I can cite you an example--
Senator Cuirs. You mentioned one, the post treatment of a brokenh iv . 0 ahi~r. P&LLOw. Yes. Later this morning, Dr. Adams is going to speak.

He is an orthopedic surgeon. Let us say you stepped ofl the porch and
broke your hip. You wll later on be taught how to walk and how
to exercise on the way to complete rehabilitation.
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Arthritis is another area, a large area. I
I think when this whole area of medicaid was conceived, that every-

body really did not know how important or did not know exactly how
physical therapy fit into almost all of the patients that could have
Meicare benefits, not only because of the example we cited here of a
broken hip, but with other conditions such as muscular schlerosis or
arthritis.

Does that answer yourquestion, sirI
Senator Cums. Yes, sir.
Senator Hiawis. Anybody else? Do you have anything further to

add?
Mr. Mfiw. One other comment. The rWg of the type of treat-

ment given to these individuals, Senator Curtis, runs to all age groups.
Senator Cumr. I am trying to follow what they are. The breaking

of a bone and arthritis. What are some of the others ?
Mr. M10HAs.4 What are some of the types of patients?
Senator Cums. No; the treatment that is apt to be given to a

person over 65. 
1

Mr. iomx. There is therapeutic exercise which is scientifically
designed exercise, exercise designed purposely for increasing muscle
strength, endurance, increasing joint range or mobility, let us say
various exercises to improve a person's ability to use crutches and
walk on crutches.

Senator Chn"s. How about following a stroke?
Mr. Mr=Am. Recovery from a stroke. I am just smiling because

this happens to have been one of my principal areas of interest. It
involves usually fairly extensive types of exercise designed to retrain
and thus restore functions in the involved extremity. _

Senator Curm. I think you have given adequate discussion.
Senator HAimu. Aside from the social security laws and Medicare,

are you permitted in States to render services or give treatment with-
out a prisription

-Mr. MxOHgr. No, sir. It is strictly under referral and prescription
by a physician.

Seiatr HA1ms. It has been educational for me. I appreciate yourbein hre. .....r. Mzaau. Thank you, Senator for the time.

(Theprepared statement of the American Physical Therapy Asso-ciation follows :)

PMA raz ST&TmzNT or THE AzaxoAw PHYSiCAL TH PY AssocATiON

The American Physical Therapy Association representS over 12,000 qualfied
physical therapists in the United States and has component chapters in all of the
0 states, the District of Columbia and the Commonwealth of Puerto Rico. There

are 46 schools of physical therapy accredited by the 06uncil on Medical Educa-
tion of the American Medical Association in collaboration with the American
Physical Therapy Association and, in addition, there are six-new schools In
their developmental stage. 1 . 0 , .....

Distribution of qualified personnel and costs of delivering effective patient
care services have been of concern to us for years. The ratio of qualifiedph4slcal
therapists to general population varies from one per 11,000 population in some
states to one per 89,000 population in others, with a concentration In the metro-
politan areas. A recent study representing over 0,000 physical therapists Indl-
catee that the greatest nimer of patients receiving their services are recovering
from a stroke, a fracture 6r a bout of arthritis.
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Physical therapy Is one of the allied health professions concerned with the

effective implementation of patient care services under the sections of the Social
Security Act known as Medicare and physical therapists are identified in the
services for our senior citizens which are rendered in hospitals, extended care
services and home health agencies and as a part of services provided by a physi-
cian. It excludes this service, however, when given by a physical therapist not
identified with a provider of services.

Approximately 60 per cent of our members are located in all types of hospitals,
7 per cent in nursing homes on a full time basis, 16 per cent In nursing homes on
a part time basis and 15 per cent are affiliated with public health or home health
agencies for full time or part time services. Some of these physical therapists
have established offices to provide physical therapy as medically prescribed on
an out-patient or home care basis.

The majority of physicians do not employ physical therapists in their offices
and prefer to refer their patients in need of physical therapy (with appropriate
prescription) to qualified physical therapists with whom they have developed
Interprofessional relationships in the local area.

During the past year, our experience in the implementation of Medicare indi-
cates that there has been Incongruities In the effective utilization of qualified
physical therapists because of restrictions in the law and some confusion In
carrying out the regulations In local areas.

Although physical therapists have made themselves available for patient care
services on a full time or part time basis, they have not been utilized because of
the lack of a certified home health agency or other providers of services In the
area.

As an example, a community of 100,000 persons, 26,000 of whom are over age
sixty-five, there Is no hospital out-patient department or home health agency
providing physical therapy services. In the same community, there are three
physical therapy offices, well equipped and manned by five qualified and ex-
perienced physical therapists providing physical therapy as medically prescribed
on an out-patient or home care basis. Because of the provisions In the present law,
the eligible beneficiaries are denied reimbursement for their services. The singular
disqualifying factor is because the physical therapists are not connected with a
hospital department.

Another example which exists in many communities, a physical therapist
serves a small hospital In one area and maintains an office elsewhere. He divides
his time assisting the in- and out-patients of the hospital in the morning and
provides treatment for patients in his office in the afternoon. As a result, the
eligible beneficiaries can have their services reimbursed in the morning but not
in the afternoon.

Formerly, physical therapists were used on a part time or full time basis In
carrying out the physician's prescription for physical therapy in the patient's
home or at a suitable location In the patient's home area with the payment of
services made by the responsible carrier. With the advent of Medicare, such
service has changed and can only be provided through a contract with a home
health agency or In the physician's office.

In areas where there is no certified home health agency or the agency is
reluctant to negotiate contracts with several physical therapists, there has been
a loss in the utilization of available qualified physical therapists.

The physical therapist who is available after the normal work day or on
weekends is providing a needed service to a limited number of patients In his
home area, upon referral of the patient's physician. This is no longer possible
In many instances. Hence the patient may need to be returned to the hospital
or nursing home a distance away, at greater expense. Also, the available per-
sonnel are not being used to their optimal capacity. Reported costs on deliver-
Ing physical therapy services through institutions and agencies in some parts
of the country have been 14 to 20 per cent higher than those delivered by a
physical therapist not connected with an agency.

The amendments to the Social Security Act proposed in H.R. 12080 See. 188(a)
In relation to the hospital extending physical therapy services to out-patients
will assist In some areas but the question has been raised as to whether this
change will eliminate the present plans for services in extended care facilities.

This will not provide the mechanism for an individual physical therapist to
accept the prescription of the patient's physician in carrying out his directions
in the patient's home or the physical therapist's office and submitting acceptable
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charges to the designated carrier. Therefore, the beneficiary patient is denied
the services which he needs.

We should all recognize that property utilized physical therapy should have a
gsl of increased mobility and restoration of functional ability with an alternate
objective of maximum independence. The result should. be less dependence on
institutional care. There should be a close correlation between effective utiliza.
Uon of physical therapy and a decrease in the cost of other health personnel
and patient confinement. Voluminous documentation of this statement can be
found in the technical Journals over the last three decades. If there is an
Immedlate'slight increase in costs It would only occur in those areas where
this service is otherwise being denied the eligible beneficiaries. To purport to
offer certain benefits and then to deny these benefits because of administrative
expediencies hardly seems consistent with a humane program.

The Association appreciates that the Implementation of Medicare has un.
earthpd a variety ot varialiles which will need to be explored with eventual
changes to assure the Inteft of the original legislation. We are not proposing
additional coverage but a pore effective utilization of facilities and manpower
within the scope of the program. Therefore, we support the proposal in H.R.
12060 for a study to determine the feasibility of the Inclusion of certain serv-
ices under Part B of Title *VIII of the Social Security Act.

Also, we u rge your consideration In supporting another amendment to the
Social Security Act, Title XVIII as follows,

Section 1861 (8) to insert another paragraph before "No diagnostic tests":
"(10) Physical therapy services performed by a qualified physical therapist

as defined in regulations provided said services are performed In accordance
with the prescription of 'a physican who certifies (or recertifies, where such
services are furnished over a period of time) that such services are or were
medically required but only with respect to the functions which a physical
therapist is legally authorized to perform (as such) by the state in which he
performs them :"

This would require that the present 1861 (S) (10) would become (11), the
present (U1), as amended by See. 129(b) of H.R. 12080, will become (12) and
(12) would become (18) and (18) would become (14) respectively.

(A statement and letters from various registered physical therapists
fol ow:)

STATEMENT OF PATRICK TROTTA, R.P.T., PRESIDENT, NEW
XJRSY STATE PHYSICAL THERAPY SOO1MTY'

On April 12, 1966, Arthur E. Hess, director of the Bureau of
Health Imsurance, issued a letter State Agency No. 21, wherein the
qualifications required of physical therapists were set forth (see item
A attached). Failure to meet the qualifications enumerated results in
the inability of the physical therapist to practice his skills upon
patients covered by medicare, because such a patient would have to
payfor this therapy if he chose such a therapist.

-The qualifications necessary are to be a graduate of a school ap-
proved by the American Medical Association and/or American Physi-
ca Therapy A~sw nation or to be a member of the American Physical
Therapy Association.

• Many of our membership have been practicing physical therapy for
30 years or more., Physical therapists are, and iave been, licensed or
registered, by many of the States, of which New Jersey is one. Our
members are all hcensed or registered, and they have, over the years,
relied upon the requirements for licensing or registration to guide
them i satisfying such requirements and to be qualified physical
therapists. Further, our or zation has conducted an educational
program to enhance the quality of our membership.
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Under Public Law 89-97, medicare for the aged, Congress did not
distingish between a graduate from an American Medical Associa-
tion/American Physical Therapy Association approved school or an
AMA/APTA unapproved school of physical therapy, but merely
states within this law qualified physical therapist.

Schools approved by the A-MA/APTA did not exist at the time
many of our membership became licensed or registered and became
qualified to practice.

The alternative set forth to being a graduate of an AMA/APTA
approved school is to be a member of the American Physical Thera-
pists Association (APTA).

We consider this discriminatory.
Our organization has functioned through the years on the same

plane but without as vast a coverage throughout the States. Many of
our members would have been accepted to membership in the APTA
when they commenced the practice of physical therapy had they

PC to say that our people are not qualified after this many years
of practice under the direction and supervision of medical doctors (as
required), and licensing or registration by the State, impairs their
right to earn their livelihood and practice their professions.

A number of our members have since been dismissed from their
positions with hospitals because of the refusal of medicare to recognize
their professional standing and to pay for the services rendered.

A letter from Commissioner Ball, item B to- me, Patrick Trotta,
medicare chairman, paragraph two, clearly establishes that only the
Aierican Medical Association and the American Physical Therapy
Association were consulted in the formation of the proposed regua-
tion for qualifications for physical therapists under medicare. My
letter of reply to Commissioner Ball, item C, points out the inequity
of only hearing one group on the proposed regulation.

We wholeheartedly agree with the principLe of the grandfather
clause, but by what measure does the membership to a private organi-
zation make a person more qualified to practice his profession than
State licensing or registration I

Let me bring to the attention of this honorable committee that the
background of the aforementioned APTA is no more astonishing than
any other professional group. Miss Catherine A. Worthinham, a
woman holding high position within the APTA, states in an article
of their journal, Physical Therapy, October 1965, volume 45, No.
10, page 937, under paragraph "Growth of Physical Theray," "We
must not forget that physical therapy has come rapidly through a
sequence of patterns of education. There are still some of our mem-
bers who traveled the apprenticepath. Your spker is one of them.
There are many who entered the field through hospital courses."How then can an APTA membership be declared the only measure
of qualification when State license or registration of physical thera-
pists not only meet this camouflaged grandfather clauso,but actually
surpass it? rt becomes clear that the APTA has become, and unfairly
so, the sole spokesman for State licensed or registered physical thera-
pists in the United States. This point is presently being contested in the
courts of New York State by a fellow physical therapist. I have at-
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tached a copy of this action as reported in the AMA Nws, February
20196t, andlisted herein as item D.

Moi the beginning when Director Hess issued his proposed regu.
lation (item A) i I end eavored to present the views of my Ste phys.
ical therapy society and of my national association. Since I could not
obtain hearing, I asked if we could meet with Commissioner Robert
M. Ball. This meeting was granted with members of his staff on Octo-
ber 8, 1966, and a copy of the letter to the Commissioner, thanking
him for granting this meeting, is herewith attached as item E. At fis
meeting,- I and the members of my committee, plus the New York
State and Pennsylvania representatives, presented our views and facts.
We were convinced, after this meeting, that the members of Commis-
sioner Ball's staff were impressed by our logic and plea to be in-
cluded in the final regulations.

Additional meetings followed with other branches of Social Security and on
May 25, 197, in the office of Mr. Erwin Hytner, Chief Representative and Service
Policy, Department of Health, Education, and Welfare, a grandfather clause was
offered by our society as a compromise solution to our problem. We of State
societies and our national, had reached the conclusion that although the Depart-
ment of Health, Education, and Welfare appeared genuinely interested in mak.
ing the proposed regulation equitable to all licensed or registered physical thera-
pists, that the only guidance they would receive would be through us alone. We,
therefore, concluded that to resolve the problem placed before us on the old worn
out argument against us that "not every State meets the same standards as you"
or "not every State presents the same highly qualified person like yourself," we
would have to take the initiative with compromise. I therefore proposed with
the able assistance of those appearing with me, a grandfather clause that was
a credit to our profession and high n standards. I outlined this clause in my
letter to Mr. Hytner, dated June 6, 1907.

In the latter part of July 1067, I was elated to learn that the Insurance Branch
of Social Security had drawn up a grandfather clause for physical therapists
and had submitted It to Secretary Gardner and Commissioner Ball for their ap-
proval and signature. This definitely indicated sympathy and respect for our
position and a sincere desire to bring equity to the arbitrary and capricious pro-
posed regulation that we were fighting. With hope and expectation we await
Secretary Gardner's announcement that this grandfather clause proposed by the
Insurance Branch of Social Security Is accepted.

Unfortunately, we have learned that it Is being opposed maliciously by special
interest. Such a clear indication of monopolistic action should not be permitted
to take place. To deny State licensed or registered physical therapists the right
to practice their professions as they have been legally deemed to do so by their
State governments, and having met the qualifications as set down by State legis-
lators, is a complete injustice and an infringement on duly legislated rights.

Through our State and National associations, we have shown good faith in
compromise. Is this not the true democratic spirit? Are our livelihoods to be taken
from us by a subterfuge that Congress never intended? We treat only under the
supervision of duly licensed physicians who are most capable of judging com-
petence.

Based on the number of persons over age 65 in our State of New Jersey alone,
there would be only one so-called qualified physical therapist for every 0,000
senior citizens. This is a fantastic shortage, for the senior citizen is not the only
patient seeking physical therapy services. In addition, It has been reported that
at the rate of population growth In the United States, by the year of 19M, 20,000
new physical therapists will be required. At present, in the entire United States,
less than 1,000 physical therapists are being graduated annually, Thus, in the
next 8 years, there will be added an additiovM 12,000 physical therapists to the
critical shortage list that now exist. (Reference: 1. Lillian H. Chabala, Division
of Professional Services, American Physical Therapy Association; 2. Association
of Rehabilitation Centers, Title No. 1,1966.

To further deplete the qualified physical therapists by setting up
discriminatory qualifications as in the proposed regulation becomes
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asinine in view of the aforementioned shortage, especially when the
so-called unqualified physical therapist is very much qualified to serve
other Government agencies such as the Veterans' Administration. The
proposed regulation is completely biased in that where on one hand
it claims higher standards must be set to cover States whose stand-
ards are not acceptable, it (the proposed regulation) then very capri-
ciously as a grandfather clause to qualify all APTA members. Since
we are their peers, why not us?

In conclusion my request of the honorable Senate Finance Com-
mittee in behal/of State societies and our national association, is two-
fold: One, that the committee send to Secretary Gardner a strong rec-
ommendation that he accept the grandfather clause as suggested by
the Insurance Branch of Social Security and two, if Secretar Gard-
ner does not accept the recommendation of the committee, Then we
humbly request that the honorable committee propose an amendment
to Public Law 87-97 (medicare) qualifying all State licensed or regis-
tered physical therapists to participate under medicare.

(Attachments to Mr. Trotta's statement follow:)

[Item A]

DEPARTMENT OF HEALTH, EDUCATION, AND WEvArUK,
SOoIAL SmiCUITY ADMINISTRATION,

Baltimore, Md., April t.0, 1966.

BURAFAIT OF HEALTH INSURANCE LETTER, STATE AGENCY NO. 11

Subject: Qualifications for Physical Therapists.
The conditions of Participation for Home Health Agencies (Condition i) and

for Extended Care Facilities (Condition VII) define a qualified physical thera-
pist as follows:

"A physical therapist is a graduate of a program in physical therapy approved
by the Council on Medical Education of the American Medical Association in
collaboration with the American Physical Therapy Association, or its equivalent,
and when applicable, is licensed or registered by the State."

The Conditions of Participation for Hospitals (Condition XII),specify that a
qualified physical therapist is a "graduate of a program In physical therapy ap-
proved by the American Medical Association or its equivalent."

In order to provide a standard definition and to interpret the term "or its
equivalent," the following have now been determined to be the acceptable cri-
teria for a "qualified physical therapist."

1. Graduation from a physical therapy curriculum approved by the American
Physical Therapy Association from 1028 to 10380, or by the Council on Medical
Education and Hospitals of the American Medical Association from 1936 to 1960,
or by the Council on Medical Education of the American Medical Association in
collaboration with the American Physical Therapy Association since 1060; or

2. Membership in the American Physical Therapy Association or registration
by the American Registry of Physical Therapists; or
8. For physical therapists trained outside the United States;
a. Graduation since 1028 from a physical therapy curriculum approved In the

country in which the curriculum was located. The curriculum must have been in
a country In which there is a member organization of the World Confederation for
Phy sicl Therapy, and

b. Membership In a member organization of the World Confederation for Phys-
ical Therapy; and
c Completion of 1 year's experience under the supervision of an active member

of the American Physical Therapy Association; and
d. Successful completion of a qualifying examination as prescribed by the

American Physical Therapy Association.
It is expected that the majority of physical therapists who have been trained

In the United States will be able to qualify under these criteria. However, in-
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dividuals who graduated from a physical therapy program In the United State.
before 19M8 or from a physical therapy program before It was approved by the
appropriate accreditation body, are not qualified unless they are either (1) mem.
bers of the American Physical Therapy Association; or (2) registered by the
American Registry of Physical Therapy.

A ]mua aL Hass, Dfreolor, Bueeau of Health Iamraoe.

[Item B]

DPAZTMET or HEALTH, EDUOATION, AND WZuAZZa,
SoOa Suovan'f ADMNJSTRATN,Baltiasore, lid., Juts 1, 1966.

Mr. PATDo T"rA,
OhairmatN Medicare Oommittee, New Jerjea State Phyio TherapVS fooe ,
TeaSeOlc, NY.J.

DzA Ma Tao'0TA: Secretary Gardner has asked me to thank you for and feply
to your letter of June &

As I am sure you know, the advice and suggestions of Interested professional
groups, such as the American Medical Association and the American Physical
Therapy Association, were taken Into account In the formulation of the qualifica-
tions that physical therapists must meet to have their services covered under the
health insurame program for the aged.

It Is true that when a home health agency offers (either directly or through
arrangements with others) physical therapy services as one of the therapeutic
services available to patients under a home health eare plan, the services must
be provided by one or more physical therapists wbo meet the requirements
outlined In the Bureau of Health Insurance issuance to which you referred. How-
ever, the home health agency (or tbe agency or organization with which ar-
r ements have been made to provide the services) may also employ other
personnel who do not meet these qualifications If they are under the direction
or supervision of a qualified physical therapist.

The proposed regultlons incorporating the Conditions of Participation for
Home Health Agencies were published in the Federal Register on May 14. Fol-
lowing that date, there was a 30-day period during which interested parties
could send comments and suggestions concerning any of the proposed regula-
tions. Since your letter was received during that period, I want to assure you
that your comments, as well as all other comments received (including those
of Mr. Walter Carlson, President of the New Jersey State Physical Therapy
Society), will be considered before final publication In the Federal Register of
the regulations relating to the health insurance program.

Sincerely yours,
Romr M. BAL,

Oommisiomer of Social /eyurits.

(ITM 0)
Naw Jna= STATx PHTescAL THunr Sooxmr,

Teaseck, NJ., Jha It, 1966.
ROM M. BAL,
Oom Imaewr Of Soocal Se /t',
Department of Health, Bducaton, and Welfare,
Sooal Seort Admutetratim,
Batmmore, Md4

Dzaz CoMMissbomm BAIu: Thank you for your reply to my letter of June
8rd, 106, to the Honorable Secretary Gardner.

It is heartening to know you will give my comments consideration In regard
to the inequities affecting New Jersey State' registered physical theraplts in the
regulations relating to the health insurance program. -

Your letter clearly establishes that only one group of physical therapists was
specifically consulted when the regulations In question were formulated; A bill,

-178, which our Governor Hughes signed, regulating the standards and quali-
fications for registering physical therapists in New Jersey was accomplished
on a mutual basic.
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Our Society, of the above name, and the American Physical Therapy Society

met on numerous occasions to draw up a mutually acceptable bill. This bill
8-178 was then passed through the Legislature and signed by the Governor after
an active campaign by our Society. This Is the Democratic fashion.

My letter to Secretary Gardner requested an opportunity for a hearing so that
I might present briefly our Society's views concerning the services of physical
therapists under the health insurance program for the aged. In no way does
your letter refer to this request. I sincerely believe this was an oversight for I
cannot see how final publication in the Federal Register of the regulations re-
lating to the health insurance program can be inade without your department's
listening to other organized physical therapists as represented by our State
Society.

Congress did not pass a bill benefiting one group over another no more than our
State Legislators when they passed our registration bill referred to earlier in
this letter,

Quagv care has been granted to all the people of our state by competent
state registered physical therapists, The health Insurance program for the aged
as your letter indicates will utilize personnel other than state registered physical
therapists which signifies that on a national level the aged carnot expect quaWy
coar. The intent of Congress will be destroyed If the regulations written in their
present form are permitted to stand.

Once again, I request to appear before you so that I may present our Society's
view; views that will strengthen the Medicare Act and grant quality core to the
aged.

Sincerely yours,
PATuox TaOTTA, RP.T.,

Chairman Medicare Oom"ittee.

(Item D)
(From AMA NewkFeb. 20, 1673

Rzvxw ORD=n= oN PJHYsIOTHNRAPY HULa

A requirement that non-members of the American Physical Therapy Asn., Inc.,
be excluded from the practice of physiotherapy under the medicare program, has
resulted in a New York court order that a Judicial review be made of the asso-
ciation's refusal to admit one physiotherapist.

The New York Supreme Court in the case of Mable v. Atievloas Phyiboal
Therapy Ass*, lno., directed the hearing of the physiotherapist who is duly
licensed under state law.

At Graduation: It was pointed out that at the time of the physiotherapist's
graduation, his school was accredited and approved neither by the Association
nor by the Council on Medical Education of the American Medical Association.

Therefore, the evidence showed, he did not meet the membership requirements
prescribed by the association's board of directors and was refused membership.

The ruling said although it Is not required by law, "admission to membership
In a voluntary medical society, which has virtually a monopolistic control of
the practice of medicine, will be compelled by mandamus where the applicant
meets all the written requirements prescribed by the society."

The text pointed out the basis for this is that membership in the medical
society is a "matter of economic necessity; (and) exclusion therefrom on the
basis of an unwritten rule or regulation does not promote medical science or
professional standards and is contrary to public policy."

Medicare Requirements: The court continued:
"... It appears that under the recently enacted 'medicare' program, a physio-

therapist, even though he is duly licensed but who is not a member of respondent
(association) or who does not meet respondent's membership requirements, will
not be able to qualify and therefore will not be eligible for employment by a
hospital, institution, or physician who wishes to participate. In the medicare
program.

"Virtually every hospital and institution in New York State is or will be a
participant in the 'medicare' program; and petitioner is therefore presently faced
with a substantial inability to pursue his profession."

88-381 --- pt 2-40-
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[Item ]
M. B Oorom 10, 1966.

Mr. Rom=E M. BALi,
Commissioner of Sootal SeouritV, Department of Health, Education, and Welfare,

Soolal Security Administration, Baltimore, Md.
Dw.am COMmissIONER BALL: Thank you for permitting our group to meet with

the members of your excellent staff on October 8rd, 1966, so that we could present
our objections to the proposed regulation on qualifications for physical therapists
under Medicare.

Your staff expressed keen Interest in our problem, and this was most gratifying.
They were a most commendable group and their questions were always fair. In
reply we presented our facts with complete honesty. Your selection of Mr. Erwin
Hytner as chairman of the meeting was an excellent choice, for we felt he dealt
with our problem with interest and understanding. YOur entire staff should be
commended for the highly professional manner in which this meeting was held.

It Is our hope Justice will prevail and continue to permit we licensed or state
registered physical therapists to serve our patient (under medical direction) of
all ages and our government with the high professional standards we have main-
tained for decades.

Sincerely,
PATRiCK TO0TA, R.P.T.,

Chairman, Medicare Committee.

SEPEMBER 16, 1967.
Hon. RussLta B. Lox,
Senate O0"e. Building,
Washington, D.C.

DEAR Si: In reference to the newspaper article In the New York Times on
August twentieth-Therapist Denied a Role in Medicare-I would like to urge
you to give positive consideration to the Amendment by the American Physical
Therapy Association to the present Medicare Law. The intent of the existing law
PL 89-l has certainly been misinterpreted. Although I am a practicing licensed
physical therapist, I can no longer treat patients over the age of sixty-five on a
private basis. I must refuse to do so when asked by a physician. Not only are
many qualified physical therapists being denied the right to practice their chosen
profession but the doctor is now unable to choose the physical therapist he wants.

Many people over sixty-five are being treated by unqualified "physical thera-
pists'. Because the Home Health Agencies do not have ample qualified physical
therapists, they are training non-professional- people to do the job of a profes-
sionally trained-licensed physical therapist. The standards of my profession are
greatly reduced through this unfortunate necessity.

Thank you for your consideration and I trust you will support the Amendment
so that more qualified licensed physical therapists may participate In the Medi-
care program.

Respectfully,
ANN BALLANTYNE, R.P.T.

COLTORD F. HIDiNorgR, R.P.T.,
Stamford, Cont., August 24, 1907.

Hon. Senator RvssLL B. LONG,
Senate Finante Committee,
Senate Ojtce Building,
Washington, D.C.

DzA SENATOR LONG: On August 0, 197, I was personally interviewed by The
New York Times. The enclosed article appeared in the Times on August 20,1987.

This Is a documented Incident of the arbitrary discriminatory Interpretation
of the existing Medicare Law (PL 89-97) by the local Home Health agencies to
control the para-medical services to be rendered, and the financial reimbursement
for these services, which Is certainly contrary to what was the original intent of
the legislators. It excludes qualified physical therapists from rendering their
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services throughout the country. It is an injustice to the physician, patient, them.
plst relationship.

The present bill HR 12080, which in now In the Senate Finance Committee, of
which you are a distinguished member, does provide for some additions that might
have corrected some of these Injustices. But, I still agree that there should be
more attention given for defining Physical Therapy services under 1881-8. entitled,
"Medical and other Health Services."

I am requesting your attention in the Senate Finance Committee hearings,
which are now in session to the obvious injustice existUng under the present Medi-
care Law.

Thanking you and requesting again your fair consideration In regards to this
national problem.

Sincerely yours,
CLmiro F. HzImmoz, RPT.

PioPossD AMENDMENT TO Tivx XVIII or T-n SeouL SouiTrry Aor, Dw-r-NoT

FINAL

IN aEmcsF O To H.L lS060-S--o. 120

Section 1861(s) to insert a new paragraph (10) before "tests performed In any
laboratory... ." as follows:

"(10) physical therapy services performed by a qualified physical therapist as
defined in regulations, provided said services are performed in accordance with
the prescription of a physician who certifies (or recertifies, where such services
are furnished over a period of time) that such services are or were medically re-
quired but only with respect to functions which a physical therapist is legally au-
thorized to perform by the State in whieh he performs them ;"

This would require that the present 1861(s) (10) become (11) and the pro-
posed (11), (12) & (13) of HR 12080 Sec. 129(b) become (12), (19) & (14)
respectively. [From the New York Times, Aug. 20, 19613

Tuzasxsr Dm]ZnD A ROLa IN MWaxuA
(By Jane Brody)

STAMroRD, CoN., August 19.--A physical therapist who has been in private
practice here for 14 years says he Is being denied the right to treat Medicare
patients in their homes because of the way the Medicare law Is being interpreted
In his community.

Under Medicare, physical therapy may be provided through a hospital, an
extended care facility (nursing home) or a home health agency selected by Medi-
care officials. The therapist must be on the staff of the institution providing the
service, or he must have a formal arrangement or contract with the institution
making It responsible for handling the therapist's bills.

OONTRAOT WzuSU

The Stamford therapist, Clifford Heldinger, says the designated local home
health agency, the Visiting Nurse Association of Stamford, Inc., has refused to
grant him a contract that would enable the Medicare patients he treats outside
a nursing home to be reimbursed by the Federal Government for his services.

The Visiting Nurse Association maintains that It is in no position at this time
to give Mr. Heldinger such a contract, Miss Helen Meekin, executive director of
the association, declined to discuss the matter further.

Following the refusal of the association in Stamford, Mr. Heidinger said he
asked the Visiting Nurse Associations in New Canaan and Darien for contracts,
but in both cases the response was the am. All three associations have signed
contracts with the Rehabilitation Center of Southern Fairfield County, Inc., as
the local provider of physical therapy services for Medicare patients at home.

In an interview in his five-room office here, Mr. lieldinger 'charged that the
local home health agencies "have chosen to, Interpret the provision of the law
granting them direction as to the number of contrActs they may award in such
a way as to grant a monopoly to the local rehabilitation center." .

He added that "in refusing to sign contracts'with eminently qualified physical
therapists Who practie privately, . he'agencles have 'disrearded the depressed
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desires of both patients and physicians and have restricted the physician In his
choice of therapists to whom he may recommend his patients."

The Medicare provision that prohibits a therapist In private practice from
billing a Medicare patient directly was enacted largely to assure that only nec-
essary treatment would be given by qualified therapists who would not charge
excessively.

QUALIOATIONS AR MET

A physical therapist uses exercise, massage, heat, hydrobaths and other means
to develop or restore movement to crippled Ilmb3. Physical therapists are par-
ticularly important in the care of patients who have suffered strokes or fractures.

To be qualified to treat Medicare patients, a physical therapist must be licensed
by the state In which he practices and must be a graduate of a program in physical
therapy approved by the American Medical Association. According to the Con.
necticut Department of Health, Mr. Heldinger meets these requirements.

There Is nothing in the law that prohibits physical therapists in private prac-
tice from obtaining contracts to treat Medicare patients. In other Connecticut
communities--among them Meriden, Wallingford and Southlngton-the Visiting
Nurse Associations have signed contracts with therapists In private practice.

OTHR8 HAVE DIFFICULTY

Mr. Heidinger, however, apparently is not alone in his complaint. According
to Miss Lucy Blair, executive director of the American Physical Therapy Associ.
ation, qualified therapists in many communities throughout the country have
been unable to obtain contracts with local home health agencies. In many com-
munities, she added, there Is no local home health agency with which to contract.

As a result, the association maintains, "There has not been an effective utiliza-
tion of qualified physical therapists," which, the association says, are in short
supply.

The number of therapists adversely affected by the Interpretation of the present
law is not known. But the association has gained the introduction in Congress of
an amendment to the Medicare law that would eliminate home health agencies
as the required organizations In providing physical therapy services for Medicare
patients.

The bill is now pending in the House Ways and Means Committee.

(The following letter, with attachments, was submitted to the com-
mittee by Hon. Alan Bible, a U.S. 33nator fro:a.i the Stato of Nevada:)

AMEwcAN PHYSICAL THERAPY ASs00IATION,
NEVADA OHAPTRB,'

STATELINE, NEV., Augat 115,1967.Hon. ALAN BmLi,

Senate Office Building,
Waehington, D.O.

Dzaa SENATOR BMI : The following kt a cc.np3ite feeling of the Nevada
Chapter of Physical Therapilte, is well os our Natonal Asoclation.

In the State of Nevada, only three (3) Home Health Agencys are In existence,
and consequently, many elderly people are unable to take full advantage of
Medicare.

We would appreciate your consideration of the amendedmentr, au suggested, and
your affirmative vote.

Sincerely,
MARGARET CHRISTIANSEN R.P.T.,

Secretary.

STATEMENT REGARDINo AMENDIUiNTs TO Tnr SOCIAL Szcuary AOT

The American Physical Therapy Association representing approximately
12,000 qualified physical therapists has supported in principle the Social Security
Amendments of 1965, known as Medicare. As the law went into effect, its imple-
mentation has unearthed barriers which have prevented the full development of
quality service which could be provided by the existing complement of qualified
physical therapists. We believe that you and those concerned with our senior
citizens who are struggling with the aftermath of a stroke or a fractured hip
or are having a painful bout with arthritis will wish'to do something to improve
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or correct the delivery of the kind of service which was understood to have been
the intent of the law.

Physical therapy is one of the allied health professions which has had identity
in the United States since World War I. The American Physical Therapy Associ-
ation, the professional, organization of physical therapists in this country is a
member organization of the, World Confederation for Physical Therapy which
has consultant status with the World Health Organization.

Since the founding of the American Physical Therapy Association. in 1921,
there have been over 18,000 qualified physical therapists identified with the
Association, who have graduated from courses in physical therapy approved by
the recognized approving- agency. There are currently forty-three accredited cur-
riculums in the country. Enrollment in approved programs has steadily Increased
particularly in recent years, and nearly 1,000 students are graduated each year.

We recognive that the ratio of-qualified physical therapists to general popula-
tion varies conspicuously from one region of the country to another with con-
centration around metropolitan areas. Our figures for this decade Indicate a
ratio of one physical therapist per 11,000 population for the States of California,
Colorado, Connecticut and Massachusetts as compared with one per 80,000 popu-
lation in Arkansas and one per 84,000 population in Mississippi.

The question of distribution of qualified personnel has been a major problem
to the profession of physical- therapy for years as it has been to the other health
professions. When the Social Security Act was being Implemented in 1935 and
1936, during World War II and the period of the serious poliomyelitis epidemic
years the distribution of qualified physical therapists was a major factor In pro-
viding the needed services. Attempts have been made to improve the disparity
through the establishment of new schools of physical therapy or expanding facili-
ties of existing schools and at times a crash program was instigated to meet
poliomyelitis emergencies by moving qualified physical therapists into epidemic
areas to assist in patient care services. During the past two decades, the situa-
tion-has improved markedly but there continues to be pockets of lack in certain
areas of the country. Therefore, It becomes imperative that there is full and
optimal utilization of qualified physical therapists- on either a full time or part
time basis.

During the past year and a half this Association through the-work of Its chap-
ters in all of the states has promoted surveys and programs to identify qualified
personnel and to participate in community planning and interrelationships with
agencies in order to carry out effective 'patient care services made possible by
Medicare. Workshops, refresher courses and continuing educational programs
have been given as the means of encouraging the inactive qualified physical
therapist to return to the work forc6 to supplement services In hospitals, nursing
homes and the patient's own home.

It is apparent that federal agencies have been broad in their interpretation of
certain portions of PL 89-97 almost to the point of jeopardizing quality service
for patients under the guise of expediency. We have Identified problems in Title
XVIII Part A, and particularly in Part B, which we believe should have serious
consideration for correction. They fall Into two major areas:

1. There has not been an effective utilization of qualified physical therapists
because of restrictions in the interpretation of the law.

2. There has been a disturbance in the physician-physical therapist-patient
relationship.

Physical therapy is an important adjunct in patient care for the prevention of
disability as well as the restoration of functional ability. It effectively utilized it
can have an impact on reducing the amount of hospitalization and other services
required by patients.

qualified physical therapists historically have made their services available
to the home-bound patient. With the advent of Medicare, the patients had to be
transferred to a certified home health agency in the community If reimbursement
was to be made under the program.

Although qualified physical therapists have expressed their availability to the
home health -agencies, experience has demonstrated that th agencies have used
instead other less qualified personnel to perform "!physical therapy" which has
not been satIsfatot4Yto the referriig physician or the patient. Also, many com-
munities do not have a certified h,,me health agency. Thus the referring phyni-
clans and the beneficiary patient e. e not able to utilize physical therapy services
even though qualified physical therapists are available. .

The program provides for reimbursement of physical therapy services in the
phySic-lan's ofce but not at the office of a qualified physical therapist. For good
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sound medical and economic reasons the majority of physicians do not want to
employ physical therapists in their office. They prefer to refer their patients
In need of physical therapy (with appropriate prescription) to qualified physical
therapists with whom they have developed Inter-professional relationships for
Interchange of directions and progress reports. This may involve requesting an
Individual physical therapist to carry out the necessary physical therapy pro-
gram In the patient's home or when the patient's condition permits, to come to
the physical therapist's centrally located office as an out-patient. Very often
these offices of physical therapists are In the same office building as the referring
physician. In many communities over the country, this Is the only economically
practical means of delivering physical therapy services and In a large number
of communities Is the only physical therapy service available. Reports and com-
parative figures Indicate that this method of service has been more satisfactory
to patient and physician and costs have been less than some of the abridged serv-
ices which have been instigated under the Medicare provisos.

It Is not the Intent or desire of the American Physical Therapy Association to
extend the benefits or to increase the costs. The amendments we are proposing
deal only with more effective manpower utilization within the Intended scope of
the program.

We are confident that the supporters of providing services for our senior
citizens intended to promote quality service, and the utilization of personnel who
are prepared by virtue of quality education to perform needed services.

PvopoAs To AMEND THE SOoCAL SzmurrTy AoT Trriz XVIII

Section 1882(a) (2) (B) by adding within the parenthesis "and physical
therapy".

Therefore, Section 1882(a) (2) (B) would read:
'Medical and other health services (other than physicians' services un-

less furnished by a resident or intern of a hospital and physical therapy)
furnished by a provider of services or by others under arrangements with
them made by a provider of services."

Section 1861(m) (7) by deleting "or" before "at a rehabilitation center" and
inserting after the phrase "at a rehabilitation center" "or at an office of a
physical therapist".

Therefore, Section 1881 (m) (7) would read:
"Any of the foregoing items and services which are provided on an out

patient basis under arrangements made by the home health agency, at a
hospital or extended care facility, at a rehabilitation center or at an oflce
of a physical therapist which meets such standards as may be prescribed in
regulations, and ..

Section 1881(s) to insert a new paragraph (10) before "No diagnostic tests
performed in any laboratory... " as follows:

"(10) Physical therapy performed by a physical therapist who Is legally
authorized to practice physical therapy In the State In which he performs
such function and who meets such standards as may be prescribed In regu-
lations, provided said therapy Is performed In accordance with the prescrip-
tion of a physician who certifies (or recertifles, where such services are
furnished over a period of time) that such services are or were medically
required."

This would require that the present 1861(s) (10) would become (11) and
present (11) would become (12).

Senator HAMUS. Our next witness is the Very Reverend Monsignor
Lawrence J. Corcoran, who is secretary of the National Conference of
Catholic Charities.

STATEMENT OF MSGRX LAWRENCE 1. CORCORAN, SECRETARY,
NATIONAL CONFERENCE OP CATHOLIC CHARITIES, ACCOM-
PANIED BY WILLIAM POLKING, LEGAL CONSULTANT

Monsignor CORorRAw. Thank you. I have with me this morning
Mr. William Polkina, who is legal consultant for the National Con-
ference of Catholic Charities; and I speak also today for the Social
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Action Department of the United States Catholic Conference and the
Family Life Bureau of the United States Catholic Conference, all of
whom have particular interest in particular parts of thi3 bill.

I will summarize what we have submitted as a statement, and in the
time limit that. you have indicated.

Senator HARRs. Without objection, the entire statement will be in-
cluded in the record.

Would you state the name of your associate againI
Monsignor CRCORAN. Mr. Polking.
There are certain portions of this we would like to highlight.
First of all, with regard to the old-age survivors, Iability and

health insurance we would like to indicate our belief that the pro-
visions contained in the measure before you are inadequate because of
the great need there is to assist elderly people today, retired people.

For instance, 10 percent of the population are persons over 65 years
of age, about 20 percent of the people who are poor are over 65 years
of age.

Senator HAmus. Whatpercentage?
Monsignor CORCORAN. Twenty percent.
Ten percent of the total population but 20 percent of the poor popu-

lation.
Likewise, therefore, the increase in social security benefits should

be more than 12 percent on the average, and especially for those who
are in the bracket that receive the minimum or close to the minimum.

The exemption of earnings we think is very good. We think that
the old-age and survivors insurance and the old-age assistance pro-
gram should be considered together to assure that every elderly per-
son has an income equal or even above that which is necessary for niini-
mum subsistence.

There is a particular matter which I would like to be precise upon,
and that has to do with the coverage of ministers which is contaied
in H.R. 12080. At present, clergymen are covered by the OASDI pro-
gram who elect to be covered.

The change would effect an automatic coverage of all clergymen
except those who apply for an exemption, basing their petition on
conscientious objection to participate in the OASDbI program.

This proposal might be acceptable for our diocesan clergy if the
basis for a petition for exemption were broadened; namely, in addi-
tion to the wording that he is consicentiously oppose we would sug-
gest also the wording "or opposed in principle," because we think
there is a difference there.

Senator HamS. Would that apply to Catholic clergy?
Monsignor CORCORAN. Yes, for those who come under the category

of diocesan clergy.
Now, for the religious orders who have the vow of poverty, however,

there are special problems.
A great deal more study is going to be needed for them, which is

being undertaken at this time. Our religious orders havig a vow of
poverty do not suggest such a change as is in the bill. Their present
status, we hope, could remain unchanged until some recommendation
could be forticomng which we hope would be before too long; so
that is the specific point on that matter.

1357
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Senator Hmaxs Wouldn't they be taken care of either by the present
proviion on conscience or the one that you have suggested on principle?

Monsignor Coaoou.A. They might be. However, this automatic cov-
erage, and it would be set aside only if they applied for an exemp-
uon-

Senator HAms. Yes, sir.
Monsignor CoRAN (continuing). Is something that causes dif-

ficulties."In other words, in matterslke this, there is a communityap-
proach usually-ri

Senator L~mws. Yes, sir.
Monsignor CORoonAN (continuing). Rather than an individualized

one.
The employer-employee concept does not apply. The whole question

of their tax-exempt status, income tax, coverage by income tax and
that type of thing, all the implications of this need to be studied very
carefully before they would want to say whether they would be for or
against this proposal. I am not saying they might or might not be for
it, but it is a new concept.

Senator HARM. Yes, sir.
Monsignor CoRonoRA. Great emphasis in the bill before you under

the publc welfare aspects, is given to the program of aid for depend-
ent children, families with dependent children, and I would lke to
comment on that briefly, also.

Certainly the program of aid to families with dependent children
does need special attention. The figures about the numbers, the great
increase over the last decade or decade and a half are well known.

Secondly, of the proposals that are in the bill, some are perhaps
good, but some are indeed bad. Among the good features you might
ay that the objectives are good; namely, trying to get people to work
who can do so, reducing illegitimacy and strengthening family life.

Also, it is good to have the assurance that there is a work and train-
mg program. It is also good to have work incentives such as per-
mitting the recipients to Iceep a certain amount of the money which
they earn before their grants are reduced.

However there are many bad features in this particular measure,
and the basic one, of course, is the whole coercive nature of it.

The whole idea of forcing people to work or go into work training is
questionable, and it is questionable that a person will do a good job
if you force him to work. It is questionable whether they will get any-
thing out of the work training if you force them into it.

Relative to the question of school dropouts over 16 years of age, there
is nothing in the bill which says the first effort should be made to t
to get them back into school, which certainly should be the first effort.
So these are t'mne of the things that are particularly bad, among others,
about the coercive nature of the bill.

But then, too the whole matter of what it does to the mothers of the
children, I thi, is something that is likewise very, very questionable.
Perhaps some can and should be urged to work or to take work
training.

However, others should remain in the home because of the needs of
their children. The determination of this demands a very careful and a
very skillful social diagnosi. Yet the staff to perform this task is sim-
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ply not available. Only 1 percent of the caseworkers, and 18 percent of
!he supervisors in public assistance programs have cornplted their
graduate training in social work. Thisis the barometer of the read ess
of the staff of the public assistance agencies to execute the tasks that
are being assigned to it. Such a job assignment seems impossible of ful-
fillment under the present circumstances and, therefore, you will have
people who are incapable of accomplishing the task trying to do it, and
having almost the power of life and death over the people they are
treating.

Likewise, we would not see as beneficial the placing of a ceiling on the
proportion of dependent children who can receive issistance. This has
been treated by some of the witnesses this morning.

In the wholo area of coercion there falls the question of family plan-
ning. In the bill, this likewise is basically a coercive program in spite
of protestations to the contrary, because its objectives are to reduce the
AFDC rolls and to reduce expenditure& States are required to have a
family planning program, and these pressures, therefore, will very
readily and very quickly be transferred to the client, even though itis
said they are supposed to be free from coercion and have the freedom
of conscience to choose in this matter.

Very important also, is the fact that this provision as written which
will open the door to the use of Federal andState funds for abortions,
because some people will say that abortion is a method t of family
planning, a type of birth control, and will want Federal support.
Therefore, we strongly oppose t

We strongly oppose writing into law these programs of family plan-
ning because there is no need for it. There are interpretations made in
the Department of Health, Education and Welfare. That Department
has decided it p extensive authority for family plpnning pro-
grams, and has allocated substantial sums of money for them. There-
fore% this is a program that certainly does not need to be written
into law.

Very briefly, under the broad concept public assistance we would
support the provision that the States actually should be required to
provide assistance grants which equal the amounts which they them-
selves have established as necessary for a minimum subsistence stand-
ard of living. This was something that ,vas in the original bill con-
sidered by t House but was ke pt out of H.R. 12080; We think it is
something that should be retained..

In the whole area of provision of social services, there are some very
good features concerning the partnership that should exist between the
public and the private programs, incorporating an encouragement of
this. There should be such a partnership. the ill, or in existing law,
there is such wording as, "maximum utilization of other agencies pro-
viding similar or related services," speaking of services for strengthen-
ing family life; and then, referring to child welfare services, it is said
that the facilities an(,, experience ol voluntary agencies should be util-
ized. We think there should be added to these two things, "facilities"
and "experience," also the "services" of voluntary agencies. The major-
ity of t rained workers are in voluntary agencies and to do an ade-
ouate job in this whole area of social services there should be a veryclose partnership. -
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To that end where child welfare services are defined as "public"
social services it would be much better to have "State licensed and
approved" social services rather than implying that the Government
is only interested in the welfare of the clii-dren under public care.

This might lead to a narrow and restrictive interpretation of the
manner in which services can be assured.

We likewise would have some question about the way that the "single
organizational unit" on a local level is given the responsibility of so
many services. These should be separated and very clearly kept apart.

There three things given to the single unit: The social services
the assistance payments, and the work and manpower. Those should
be separated very clearly, especially so that the income maintenance
pro m is separated from the social service programs.

ThenT, finally, there is a very important concept which comes into
this whole idea of the relationship bettween the public and private pro-
grams and also comes in with the whole idea of the dignity of the
individual and the responsibility of the individual in the programs.
That concept is the freedom of choice in social services.

The bill provides for free choice by individuals eligible for medical
assistance, providing that any eligible individual is free to choose to
obtain the services he requires from any institution, agency, or person
qualified to perform the service and which undertakes to do so. The
same provision should be expanded.

Thus, an individual eligible for social services, including child wel-
fare services, should himself or his parent or guardian be free to choose
any ancy, institution or person qualified to perform the services or
give the cre required, and who undertakes to provide the services or
care.

This concept should be contained in legislation providing for
social services and child welfare services. The clients should have the
right to freely choose the social service or the child welfare services
they desire, and freely choose where he will receive them.

Today there is freedom of choice in health services federally
financed, freedom of choice in educational services, federally fi-
nanced, and in any federally financed social service or child wel fare
service program this same principle of freedom of choice should pre-
vail. The option should not merely lie with the public agency to
choose whether or not to use the private nonprofit agency for the
client. This choice should lie with the client.

Then we likewise would support the social work manpower provi-
sions of H.R. 12080 which will help in providing more workers for
these very necessary programs.

That then would complete my summary with gratitude to you, Mr.
Chairman, and to the committee for the permission to appear before
you.

Senator HAmRs. I want to say, in my former capacity as a State
Senator and now in this body, and on this committee, I am very
pleased that you are here, and pleased to express through you my
apreciation to the National Conference of Catholic Charities for
the great contribution that it continues to make in the broad field of
social concerns.

I think, implied in the House bill, H.R. 12080 is the conclusion
heard so much these days that the present welfare laws provide an
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incentive for illegitimacy in two ways: One, the thought which
some people have that people will have additional children in order
to increase their welfare payments under AFDC; and, second, the
effect of the present law is to cut off assistance if there is a person
such as a husband or a father in the home.

Do you think that either of these two conclusions is validI
Monsignor CORCOBAN. Taking the first one firs we have discussed

this in our conferences, I have discussed it with individual directors
of charities, individual workers, and I can say that I have not found
one who would be of this opinion, nor has had contact with anyone
whom they could say had additional illegitimate children in order
to get additional welfare. I would make that as a categorical
statement.

Senator HARRIs. There is a kind of a point of diminishing returns
in there somewhere.

I know in my own State that, the amount of money involved for
additional chi' dren is extremely low.

Monsignor CORCORAN. That is right.
Senator HARtis. There is one other aspect on that while we are on

the first. part of the question I asked you, and that is the fear of a
mother that. there will be a point after which her children will be
of the ago to no longer entitle her to AFDC payments, and before
she later will be eligible herself for old-age assistance and, there-
fore, this is some incentive for additional children in order to
lengthen that period during which site receives AFDC.

Do you fee . tlint is a valid conclusion?
Monsignor CoRcoRAN. I would not think so. I have not heard that

proposed by any of our people who are close to the situation, nor
when I, myself, was at the local level, that this prevailed-I would
not think so.

Senator HARRIS. I think it is good to talk about that directly, and
I think a lot of people do not realize what a small amount of money
we are talking about here.

Monsignor CORCORAN. That is right.
Senator HALRRs. lhe second part of that question, could you re-

spond to that?
Monsignor CORCORAN. Wou!d you repeat it, please?
Senator HAnRis. The second part was that unless we provide for

unemployed fathers as the House bill attempts to do more of, as I
understand it, there is an incentive for the father to be away from
home,

I was in Cincinnati just. lately, and I talked to a group of young
fellows on the street, about a dozen of them, ranging in age from 18
to 26 and, of course, you know of numerous examples of this same kind
of situation, and I talked to them.

They were all unemployed and very interested in jobs. Each of the
men had families, and I talked to a young fellow who was there in
the area, and he told me that these men did not live in this section of
this city but lived in another section and were not able to stay around
in their own sect ion during the day because it would make their fami-
lies ineligible forAFDC.

What about that part of the question I
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Monsignor COROORAN. Yes, sir.
First of all, it does happen. The first thing, it would sem to me,

would be to try to provide employment for those fathers. It cer.
tainly is not good enough to have them leave home. In effect, it
forces them to leave home in order to, in that way, assure that their
children will have food. This is a pretty hard choice to force a parent
to make, and, therefore, the preferable thing would be to enable the
parent to support his children, and it is necessary to provide some
program to help the unemployed fathers.

Now, as sort of an addendum to that, not precisely to your question,
but I for a long time have felt that the solution to unemployment is
not through the children. In other words, aid to dependent children of
unemployed parents is helping the unemployed parents through the
children. It Is making the father, so to speak, dependent upon the
children, the child or c ildren, and it. sometimes forces him to leave in
order to enable his clild to have something to eat, if he simply cannot
find work.

Therefore, there ought. to be some program for the unemployed over
and above unemployment insurance, some additional category if we
are going to stick to the categories, or otherwise if we are going to
one category based on need, something that will directed to the recog-
nized person who is unemployed.

Now, the whole idea of a work program, if properly administered,
work training, has great benefits, so I would not say we would be
against that, but the coercive aspect of it we have some question ftbout
it. But, there should be an unemployed program, help for tile unem-
ployed, both through unemployment insurance and otherwise enabling
the parents to stay with their children, because many children are
growing up without the parental influence that they specifically should
have.

Senator HAmus. Do you have anything further? If not, thank you
very much.

Monsignor CORCORAm . Nothing more. Thank you.
(The prepared statement of Monsignor Corcoran follows:)

STATEMENT PRESEINTD BY MoNsioNox LAWENOE J. COROORAN, SECRETARY,
NATIONAL CONRENcE or OATHOLO CHARITIES

I am Monsignor Lawrence J. Corcoran, Secretarcy of the National Con-
ference of Catholic Charitles. I appear here today also in behalf of the Social
Action Department of the United States Catholic Conference and the Family
Life Bureau, United States Catholic Conference. Each of us has an Interest In
one facet or another of the Social Security proposals before this Committee, and
welcome the opportunity to provide our views on this very extensive piece of
legislation.

I. OLD-A0E, SURVIVORS, DISABILITY AND HEALTH INSURANCE

We were pleased with the prospect of changes in the Old-Age, Survivors, Dis-
ability and Health Insurance Law which would provide greeter benefits for
those older persons who rely upon OASDI for all or part of their livelihood. We
thought, and tIl do, that the present benefits are Inadequate. We thought, and
still do, that the Administration's proposals were inadequate. We, therefore,
tnk that the bill passed by the House of Representatives, apd which forms
part of the deliberations of this Senate Committee on Finance, is Inadequate.

The Report of the House Committee on Ways and Means on H.R. 12080 states:
"According to Social Security Administration studies, social security benefits are
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virtually the sole reliance of about half the beneficiaries and the major reliance
of most beneficiaries. Thus, the level at which social security benefits are set
determines in large measure the base economic well-being of the majority of the
Nation's older people." In February, 1960, 1,014,000 persons were receiving both
OASDI benefits and Old Age Assistauce, Indicating that the former were In-
sufficient to provide these beneficiaries with a minimum subsistence. With the
lnceases proposed in the present bill, sme of these persons will no longer be
eligible for Old Age Awlstance, but doubt still remains about the adequacy of
benefits. The nnlmum grant Im raised from $44.00 per month for an individual
($W0.00 for husband and wife) to W50.00 and $75.00. This amounts to $600.00 per
year ($900.00 for husband and wife). Obviously this is insufficient to assure the
well being of these beneficiaries.

The OA1) benefits should be Increased to enable reciplents to live In decency
in accord with their dignity as human beings. This will require a greater increase
tian the 12% Per cent average contained In 11.1t. 12080. Special consideration, by
way of a larger percentage increase, should be provided for those presently receiv-
hip the milmum benefit.

We also strongly support the Increase In the amount of money which a bene-
ficiary can earn before suffering a reduction of Social Security benefits, namely,
from $1,M00.00 to $1,800.00. Many of our senior citizens would like to continue to
work, not only for the additional income, but especially in order to be busy and
helpful and to have tle rulilzatlion of still being ueful. This Increase would be an
en ouragement towards such a goal.

To accomplish these benefit increases, an Increase In contributions will be neces-
sary. This might be accomplished by broadening the wage base and/or Increasing
the amount of the social security tax beginning with the years 1009-1970.

Theoretically, when OASIMl benefits are insufficient to provide a minimum sub-
siltene level for a person who has no other earned Income, the added amount
needed to live decently should come from an Old Age Assistance grant. In prae
twice, this does not happen, since the average OAA grant is $67.85 (February,
1907). Such an amount Includes a computation of the OASDI benefit rather than
adding to It. General assistance payments do not provide any help, since the pay.
meat level is still lower, an average of $36.25 per person in February, 1967.,

The reciprocal reinforcement between these programs has never reached the
necessary level of effectIveneA. No doubt this is primarily due to the inadequacies
of the Assistance category. At the same tine, some of the blame falls upon the
OASDI program, which also has been insufficient. The total situation, including
program reciprocity, should be a matter of major concern to the responsible com-
mittees of the Senate and the House of Representatives. These programs, in con.
cert, should respond adequately to the needs of our senior citizens.
IIR. 12080 changes the method of determining the coverage of ministers. At

present those clergymen are covered by the OASDI program who elect to be
covered. The change would effect an automatic coverage of all clergymen except
those who apply for an exemption, basing their petition on conscientious objec-
tion to participation In the OASDI program.

This proposal would be acceptable for our diocesan clcvgy, If the baals for a
petition for exemption were broadened. In addition to the wording that "he is
conscientiously opposed," we would suggest also the wording, "or opposed in
prinelple." There may be some clergymen for whom participation would not
violate their conscience, but for whom it would be contrary to principles to which
they adhere.

For members of religious orders having the vow of poverty, however, this
change may cause many problems. It needs detailed study for determining Its full
import and Ihpllications. Our religlofi orders do not suggest such a change as
propol Ili It.It 12080. Their present status should remain unchanted. Recom.
mendations for or against charge will be forthcoming when studies now under-
way arg completed.

11. PURL.0 WR.LPARK AMENDMNTS

1. Pattilile. with dependent chIdren
In the Social Security Amendments being discussed by the 90th Congress, great

emphasis has been placed on the program known as Aid to Families with De-
pendent Children. Such emphasis Is warranted. Yet it should not completely
overshadow an adequate consideration of the needs of other Public Assistance
programs. Reference has already been made, for instance, to the Old Age Assist-
ance program.
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While the number of persons receiving aid from the other original categorical
assistance programs (Old Age Assistance and Aid to the Blind) has decreased,
the reverse Is true for Aid to Families with Dependent Children. In the past
decade, the number of recipients has doubled (from 2,498,000 to 4,946,000 per-
sons). The amount of money allocated to this program has shown even more
startling increases. Obviously it needs special attention.

The objectives of the changes proposed by H.R. 12080 are commendable: as-
suring that recipients who are able enter the labor force, reducing illegitimacy
and strengthening family life. The emphasis on work end training programs
may well augment the present program of the Welfare Adminictration, funded
by the Office of Economic Opportunity. It responds to the desire of many AFDC
recipients to obtain employment and not receive the assistance grants. This
Committee already has been furnished the Information that 34% of the closing
of AFDO cases resulted from employment or increased earning of family
members.

Granting all this, however, one still must question the basic method proposed
in H.R. 12080 to accomplish Its objectives, namely, coercion. It Is highly doubtful
that any person forced to work or take work training will lwrform an adequate
job Or develop work skills. This Committee would be well advised to remove
the coercive aspects of the work and training program.

Children 16 years of age and older, who have dropped out of school, also
are to be forced to work or to take work training. The first effort should aim to
return these children to school, yet no mention is made of this in the House
bill. Only after these efforts have failed should the youth be pressed into the
labor force.

Perhaps the most unfortunate focus of the coercion in H.R. 12080 is upon
mothers of children. Perhaps some can and should be urged to work, or take
work training. Others, however, should remain in, the home because of the needs
of their children. The determination of this demand a careful ind killfull
social diagnosis. Yet the staff to perform this ,-kilful task Is not avallaible. Only
one per cent of the caseworkers and 13 per cent of the supervisors in Public
Assistance programs have completed their gredunte training in social work.
This is a barometer of the readiness of the Utff of pubiie nsasitance agercle to
execute the task being assigned to it. Such a job nigmnent seem impossible
of fulfillment under present circumstances.

We are pleased to note that Incentives to work ari provided for AFDC
recipients whereby they can earn a certain amount of nloiy which j not de-
ducted from their assistance grant.

8. Family Plannfttf,
A particular provision of H.R. 12080 which contains the element of coercion

is that dealing with family planning. It Is injected in the context of the prew ures
built into the bill. As a part of the program which muLt be developed for each
client for the purpose, among others, of reducing llicgit;mate b*rthg, family
planning services must be "offered." Related to this Is the limitation on the pro-
portion of children In a State for whom the Federal government wlil provide
funds. Thus, family planning services are to b2 -. mechanism for the reduction
of AFDO rolls and the reduction of the amount of money expended. In thia
context, the so-called "offering" of family planning services becomes a coercive
operation.

The Report of the House Ways and bMeans Committee on H.R. 12080, and the
testimony of the Under Secretary of the Department of Health, Education, and
Welfare indicate that family planning service.3 are to be offered in accordance
with the policy outlined by the Secretary of the Department. Already, however,
that statement is countermanded. It declared that "The Dopartment will make
known to the State and local agencle that funds are available for program of
the sort described above (family planning progranv), but it will bring no pres-
sure upon them to participate in such a program." Such programs are made
mandatory upon States and local agencies in the House bill. It will be very easy
for the agency to transfer the pressure to the client, in p'te of policy statements
to the contrary.

The program for providing family planning services also opens the door for
the use of Federal and State funds for obtaining an abortion. Some will claim
that abortion is just another method of birth control or family planning, and
that it should be one of the family planning services offered to the client.
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We therefore strongly oppose the Inclusion of family planning service. or

grants in any part of this bill. There is no valid reason for making a statutory
provision for such services. The Department of Health, Education, and Welfare
has decided that It possesses extensive authority for family planning programs
and has allocated substantial sums of money for them. We oppose writing such
programs into the law.

S. Public Aeselta ee
We strongly urge enactment of a requirement for States to provide grants

which fully meet their own standards of what Is needed to support a person
eligible for Public Assistance. This Is one of the most Important steps which can
be taken to correct the terrible Inadequacies of the Public Assistance system.
Accompanying this step should be the requirement that a State's established
standards are current-that they be based on current prices and updated an-
nually.

The proposal for Federal participation in emergency assistance Is a valuable
contribution to local programs to assist the needy. It is frequently difficult to
obtain emergency help for a family suddenly deprived of resources or, more often,
suddenly made known to a social agency. Help for such families has usually
been provided from local public general assistance funds or from private re-
sources. In many localities, both have been inadequate to meet the need.

4. Social Services
A broad range of social services, work-related services, and other services are

provided in H.R. 12080, some of which are already in existence. Most, although
not all, of these are commendable. The major question, however, arises in the
Implementation of these provisions, namely, how and by whom are these services
to be delivered.

Responsibility on the local level Is vested In "a single organizational unit."
No doubt the objective in doing this is to achieve close coordination of activities
for the development of a programmatic whole. Such an objective Is desirable. Yet
too many and too diversified services are to be furnished by this unit. It will be
extremely difficult to administer. Some services will, of necessity, be provided
by persons not attached to the unit (e.g., dental care, day care). Desirably, other
services should be provided outside the unit (e.g., basic education, remedial
care).

Basically, three operations can be Identified which should be clearly separated:
Delivery of Financial Assistance, Work and Training Programs, and Social
Services. Certainly, the program of Assistance payments, with Its complex de-
termination of eligibility, should be a separate function. The other two, while
related to it, demand a different skill and a different approach, and therefore
should not be intermingled with the function of granting financial assistance.
The Department of Health, Education, and Welfare has recognized this in Its
recent reorganization plan. This pattern should be Imitated on both the State
and local level.

It seems to be the Intent of H.R. 12080 that many services may be provided by
other than public agencies. This Is always sound policy, and becomes very prac-
tical in consideration of the many and varied responsibilities assigned to the
local public agency. It is also in keeping with the provision of the present law
that, iu relation to services for strengthening family life for children, "maximum
utilization of other agencies providing similar or related services" must be
assured [See. 402(a) (12)). For this same purpose, H.R. 12080, Sec. 235(c) should
be changed. This Section transfers Title V, Part 8, of the present law to Title
IV. In the new Sec. 422(a)'(2), referring to child-welfare services, there is the
requirement that "the facilities and experience of voluntary agencies shall be
utilized." To this should be added the "services" of voluntary agencies.

Such provisions as these will help maintain the pluralistic nature of wel-
fare services, and advance the desirable partnership which should prevail be-
tween public and private agencies. Another important step in this direction
would be the elimination of the restrictive definition of child welfare services
contained In the present law and made part of the suggested new See. 425 by
H.R. 12080. Child Welfare Services are defined as "public" social services.
This implies that the government Is only interested in the welfare of children
under public care, and may lead to a narrow and restrictive interpretation of the
manner in which services can be assured.
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This i related to another important concept, namely, freedom of choice in
social services. H.R. 12080 provides for free choice by individuals eligible for
medical assistance, assuring that any eligible Individual is free to choose to
obtain the services he requires from any institution, agency or person quail
fled to perform the service and which undertakes to do so. This same provision
should be expanded. Thus, an individual eligible for social services, including
child welfare services, should (himself or his parent or guardan be free to
choose ay agency, institution or person qualified to perform the services or
give the care required and who undertakes to provides these services or care.

This same principle of freedom of choice of services by the client is embodied
In other recent Federal legislation, e.g., the Elementary & Secondary Education
Act, Office of 9lconomic Opportunity legislation and Title XVIII of the So.
cial Security Act. It should be contained in legislation providing for social serv-
ices and child welfare services. The client should have the right to freely
choose social services or child welfare services he desires and to freely choose
where he will receive them. Today there is freedom of choice in health services,
federally financed, and freedom of choice in educational services, federally
financed. In any federally-financed social services or child welfare services, thig
same principle of freedom of choice should prevail. Thus, the client should be
able to choose the social services or child welfare services he needs without the
coercion implicit In the knowledge that Federal financial aid will be provided
only if he chooses such services furnished under public auspices. The option
should not merely lie with the public agency to choose whether or not to use
the private, nonprofit agency for the client. This choice should lie with the
client.

5. Hoolal Work Manpower
We strongly urge the adoption of legislation to provide for an increase of

social workers. The new services of H.R. 12080 will in themselves require an in-
crease of trained personnel, at a time when there are already great shortages.
We have referred to this in speaking of the very-delicate job of asoclal diagnosis
which will be required of those providing service to mother, who must be urged
either to work or stay home with their children. The Federal government should
make grants for the expansion and development of social work educational
programs. We are pleased to see that appropriate consideration Is being given
to both undergraduate and graduate programs In public or nonprofit private
colleges and universities.

This concludes, Mr. Chairman, the presentation of the major changes which
we propose in the legislation before your Committee, the Social Security Amend-
ments of 1907. We appreciate the opportunity to expreii ourselves on such an
important measure. It Is not only an opportunity but a responsibility. This is
especially true in these matters pertaining to Social Security and public wel-
fare, since they directly and Intimately affect the lives of millions of our citi-
zens. We must all strive to develop the very best program, one which will
be economically sound, reflecting compassion for our fellow man, designed to
improve his functioning as an intelligent citizen, and adequately responding
to the great human needs of our day.

Senator HAms. I am sorry that we are even more rushed now than
we were because the Senate is now in session, so we will have to ask
the next three witnesses if they can, to summarize their testimony even
more than we have been doing.

Our next witness is Dr. Donald 0. Smith. Dr. Smith is representing
the American Academy of Pediatrics and the American Academy of
Orthopedic Surgeons. He is accompanied by Dr. John P. Adams.

Dr. -Smith, we appreciate these two groups you represent agreeing
to make a joint appearance today in order to conserve the time of the
committee. Other witnesses, too, have consolidated theii testimony, and
that has proved very helpful to us. We appreciate your willingness to
do that and your presence here now.
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STATEMENT OF DR. DONALD CAMERON SMITH, COAIRMAS. (O0-
MITTEE ON LOISLATION, AMERICAN ACADEMY OF PEDIATRICS,
AOCOMPANIED BY DR. TOHN P. ADAMS, CR AIRMAN ADVISORY
COMMITTEE ON NATIONAL HEALTH, AMERICAN ACADEMY OF
ORTHOPEDIC SURGEONS

Dr. Swrru. Mr. Chairman, we have provided the chief counsel with
copies of a statement and, with your'permission, I would like to read
an abbreviated and somewhat altered version of that statement.

Setiator ItiAnms. Wit hout objection, that will be done.
Dr. SMITH. I would ask that this altered version be entered in the

record.
Senator IIAIM'Is. That will be done.
Dr. SmR'. I am Donald C. Smith, chtirinan of the Committee on

Legislation of the American Academy of Pediatrics. I am also pro-
fes-or of maternal and child health at the Univemity of Michigan in
Ann Arbor.

With me is Dr. John P. Adams, the chairman of the Advisory Com-
mittee on National Health of the American Academy of Ortopedic
Surgeons, and professor of orthopedic surgery at the George Wash-
ington University.

We are pleased to testify before this committee of the Senate on
lR. 12080 as passed by the House, and the testimony is being given on
behalf of both the Academy of Pediatrics and the Academy of Ortho-
pedic Surgeons.

Many of the provisions of this legislation are of hterest and con-
cern: to our professional organizations, and we will limit our remarks
to the proposals contained in title II which amends title V of the SocialSecurity Act.,.

Our academies strongly endorse the need for additional funds which
will permit each State to further extend and improve general health
services for mothers and children.

In particular do we support the need for funds to strengthen serv-
ices designed to reduce the infant mortality rate in this country, and
to promote the early identification, prompt treatment, and aftercare
for children who are crippled or who are suffering from conditions
which may lead to chronic illness or disability.

It is only during infancy and early childhood that we can hope to
significantly and favorably alter the child's growth and development.

It is during this same age period that preventive health measures
are likely to be most effective.

What is sometimes overlooked is the fact that these preventive
health measures applied so early in childhood provide the best poa-
sible conditions of significantly reducing the increasing burden of
disability and chronic illness in the population at large._

We-believe that it is highly desirabe to consolidate into a single
program for programs for maternal andchild health services par1
of title V and for services to crippled children, part 2, arid. by 1972 in..
corporated into this program certain special projects including those
for maternity and ifant care, for children and youth, and for dental
care,

88281 0-67--pt. S411
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If these propoma are approval, and we very much hope that they
will be approVed, eaqh State can9 by 1975 develop a single compre-
hensive statewide plan of operation forall types of child and health
services for "children and adolecets.

A ingle State plan for maternal and Child health and crippled
children services developed under a common set of conditions, for a'p-
proval of the plan, wilt permit States to eliminate unnecessary dup-
lieation of services and will greatly faciitate the more effective use of
resources.

Moe cooperative arrangements can be developed by the agencies
operating the combined maternal and child health and crippled chil-
dren'S p grams the State agehcies providing for community mental
health services, social services for children and young adults, em-
ployrent services for youth, and care and treatment programs for
youthful offenders. Comprehensive health services will thus be made
available to a much wider group of children and youth, a goal entirely
in accord with Public Law 89-749.

We believe that section 505 of this bill would be strengthened by the
requirement that Professional advisory commitees rereenting the
disciplines most ' concerned with the delivery of health series to
children and youth be set up in each'State to provide expert guidance
in the development of these new comprehensive health programs.The proposals contained in section 505 of this bill fai to emphasize
the need for the integration of maternal and child health and crippled
children's services.

Subsection 5 of section 505 is of particular importance in that it
will require cooperation between State agencies providing child
health care, and medical, nursing, educational and welfare groups and
organizations.

lose cooperation between State health agencies administering ma-
ternal and child health 4nd crippled children's programs, and Statea$.ncies responsible for the adinistt0n of title XIX services
will-be necessary if the goals of this latr'program are to be realized.

We now know that children and adolescents represent a majority of
individual eligible for care under title XIX programs.

A significant percentaip of these young people re uire specialized
care of high quality, the kinds traditionally providad by our State
crippled cildr n's program,

Itis essential that measures be developed whereby these children
can be tefeired to the crilpled children's program in their own State
to receive such specialized Zre..

We would recommend that section 5 be extended'or that an addi-
ti6nal subsection be added to require cooperation between State *en-
cies administering crilPled children's programs and those adminis-
tering title XIX'prog Ams, so the children and youth who need spe-
cialized medical care will r .ceive such care.

These cooperative arrengements should also insure 'the referral of
children receiving .s.ciaiized medical care under the crippled chil-
dren's program to ttl6 XIX programs for general medicAl care and
for supporting social services.

Our academiies are concerned, Mr. Chairman, about the apparent
conflict between the language and intent of this bill and the recent
reorganization of the Department of Health, Education, and Welfare
which separated the administration of maternal and child health serv-
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ices and crippled children's services. The latter were transferred to the
Rehabilitation Services Administration, while the former were left
in the Children's Bureau.

This reorganization will fragment rather than unify programs. It
is difficult to understand how in this situation a State could develop
a single plan and budget these health services for children and youth.
It is almost inevitable that duplication of personnel at both Federal
and State levels will result.

The operation of maternal and child health services, crippled chil-
dren's services, and services for mentally retarded children is inti-
mately related in prevention, in early casefinding, and in providing
continuing inedicalsupervision and care.

Separation of these programs will unnecessarily and seriously jeop-
ardize the early detection and prompt medical treatment for the ma-
jority of children and adolescents with chronic illnesses and disabil-
ities.

Immediate need of these two groups is for specialized medical diag-
nostic and therapeutic care of high quality. In a well-balanced reha-
bilitation program other modalities of service follow.

It appears to us that the recent reorganization of the Department
of Health, Education, and Welfare emphasizes subordinate admiris-
trative considerations at the expense of basic medical principles.

We believe that it is in the best interests of the health and welfare
of the children and-youth in this country that overall responsibility
for maternal and child health services and for crippled children s
services be assigned to a single agency established within the Depart-
ment of Health, Education, and Welfare.

This agency should be at a level to permit it to exercise leadership
in the total field of Maternal and child health and to provide effective
coordination of all child health activities supported by this depart-
ment.

This assignment of responsibility would clearly establish a national
priority of concern for children, adolescents and mothers, and would
e consistent with our long-term national health goals.
If I could just add a brief summary statement there, Mr. Chairman,

one we are agreed on the additional need for funds aimed specifically
at the reduction of infant mortality in this country. '

Senator HArMs. What is the rate as compared with other nations of
the worldI

Dr. SmrrH. Well we are in about 1th place
Senator HAms. Why is that so; do you think I
Dr. SrruI. I think it is because we have not done enough to reduce

infant mortality in certain sections of our country, especially in the
large cities, and especially in our isolated areas.

Senator HAMS. In some of our urban slums, I think, the infant
mortality rate is twice as high as the national average.

Dr. SMr. That is right, sir. Yes -
Second, we strongly support the proposal of combining maternal

and child health and crippled children s services, and o incorporate
into this single program aill of the other spec;v projects that have been
developed over the last 6 years, aimed at particular aspects of the
problem of child health.

And, third, we question theapro riateness of the recent reorgani-
zational move whereby the crippled children's services were taken away
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from maternal and child health services and placed in a different
agency.

Weopeo that this reorganizationel move will be reconsidered be-
cause we feel that, in the long run, the best solution would be the cre-
ation of and support for a single agency which would have the respon-
sibility of administering all of the child health programs supported
by the' Department of Health, Education, and Welfare, and further-
more giving leadership to the entre field in this country.

Senator HARs. Dr. Adams, do you have anything to addI
Dr. ADAMs., No, sir.
Senator HARms. Thank you very much Dr. Smith and Dr. Adams.
(The prepared statement of Dr. Smith and Dr. Adams follows:)

STATEMENT or DONALD CAMERON SMITH, M.D., CHAIRMAN, COMMIT=E ON LEGIS-
"'ITION, AMERIOAN ACADEMY OF PEDIATRICS, AND Br JOHN P. ADAMS, M.D.,
CHAIiMAN, ADVISORY COMMITTEE oii NATIONAL HEALTH, THE AMICOAN AoAD-
zMY or ORTHOPEDIC SURGEONS

Mr. Chairman and Members of the Committee: I am Dr. Donald 0. Smith, Chair-
man, Committee on Legislation, American Academy of Pediatrics. I am also
Professor of Maternal and Child Health at the University of Michigan, Ann
Arbor, Michigan. With me is Dr. John P. Adams, Chairman, Advisory Commit-
tee on National Health, the American Academy of Orthopedic Surgeons and a
practicing orthopedic surgeon here in the District of Columbia. We are pleased to
testify before this Committee of the Senate on H.R. 12080, as passed by the
House. This testimony Is being given on behalf of both the American Academy
of Pediatrics and the American Academy of Orthopedic Surgeons.

Many provisions of the proposed legislation are of interest and concern to these
professional organization, but we will limit our remarks to the proposals con-
tained in Title 111, which amends Title V of the Social Security Act.

Our Academies strongly endorse the need for additional funds which will
permit each state to further extend jand improve general health services for moth-
ers and children. Most especially, we endorse the need for funds to strengthen
services designed to reduce the Infant mortality rate in this country; to promote
the early identification, prompt treatment and after cure for children who are
crippled or who are suffering from conditions which may lead to chronic Illness
or prolonged disability. It Is only during Infancy and early childhood that we
can hope to significantly and favorably influence the child's growth and develop-
ment. It Is during this same age period that preventive health measures are
likely to be most effective. They provide the beat possible chance of significantly
reducing the increasing burden of disability and chronic Illness In the'population-
at-large. , r 1 r "

We believe that the proposal to consolidate into a &Ingle program the programs
for Maternal and Child Health Service-(part 1'of Title V) and for Services to
Crippled Children (part 2), and, by 1972, to incorporate the special projects for
Maternity and Infant Care, for Children and Youth, and for Dental Care In the
same single program are highly desirable. if these proposals are approved---and
we very much hope that they will be approved-each state crn, by 1975, develop It
single, comprehensive state-wide plan of operation for all types of child health
services.

A single state plan for Maternal and Child Health and Crippled Children
Services, developed under a common set of conditions for approval of the plan,
will permit states to eliminate unnecessary duplication of services, and will
greatly'facilitate more effective use of resources.' Similarly, more cooperative
arrangements can be developed by the agencies operating the combined Maternal
and Child Health and Crippled Children's Services with State agencies providing
for community mental health services, social services to children and young
adults, employment services for youth, and care and treatment programs for
youthful -ffenders, Comprehensive health Services will thus be made available to
a much wider group'of children and youth, a goal entirely nl accord with Public
Law 80749.

The proposals contained In Section 505 of this Bill further emphapes 'the
need for the integration of Maternal and Child Health and Crippkqd Children
Services. Subsection 5 of section 50 is-of particular importance In that It will
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require cooperation between the state agencies providing child health care and
medical, nursing, educational and welfare groups and organizations. Close co-
operation between state health agencies administering the Maternal and Child
Health and Crippled Children programs and state agencies responsible for the ad-
minltration of Title XIX services will be necessary if the goals of this latter
program are to be realized. We now know that children and youth represent a
majority of individuals eligible for care under Title XIX programs. A significant
percentage of these young people require high-quality specialized care, the kind
traditionally provided by our State Crippled Children Programs. It is essenital
therefore, that measures be developed whereby these children can be referred
to the Crippled Children Program In their own states to receive care. We would
recommend therefore, that Section 5 be extended, or an additional subsection be
added, to require cooperation between state agencies administering Crippled
Children Programs and those administering Title XIX programs so that children
and youth who need specialized medical care will receive such care. These co-
operative arrangements should also ensure the referral of children receiving
specialized care under a Crippled Children Programs to Title XIX Programs for
general medical care and for supporting social services.

We believe that Section 505 of this bill would be strengthened by the require-
ment that professional advisory committees, representing the disciplines most
concerned with the delivery of child health services, be set up in each state to
provide expert guidance in the development of these comprehensive child health
progra ms.

Our Academies are concerned about the apparent conflict between the language
and intent of this Bill and the recent reorganization of the Department of
Health, Education and Welfare, which separated the administration of Maternal
and Child Health Services and Crippled Children Services. The latter were
transferred to the"Rehabilitation Services Administration while the former were
left in the Children's Bureau. This reorganization will fragment rather than
unify programs. It is difficult to understand how in this situation a state could
develop a single plan and budget for child health services. It is almost Inevitable
that duplication of personnel at both federal and state levels will result.

The operation of Maternal and Child Health Services, Crippled Children
Services and services for mentally retarded children is intimately Interrelated-
in prevention, in early cae finding, and in providing continuing medical super-
vision and care. Separation of these programs will unnecessarily and seriously
Jeopardize the early detection and prompt medical treatment of the majority
of children with chronic illnesses and disabilities. The immediate need of these
children is specialized medical diagnostic and therapeutic care of high quality.
In a welt-balanced rehabilitation program other modalities of service follow.
It appears to us that the recent reorganization of the Department of Health, Edu-
cation and Welfare emphasizes hubordi.ate administrative considerations at
the expen:.*e of basic medical principleS.

We believe that it is in the bet interest of the health and welfare of children
in this country that overall responsibility for Maternal and Child Health Serv-
ices and for Crippled Children Services be assigned to a single agency estab-
lished within the Department of Health, Education and Welfare. This agency
.Nhould be at a level to permit it to exercise leadership In the total field of
Material and Child Health and to provide effective coordination of all child
Health activities supported by the Department. This assignment of responsibility
would clearly establish a national priority of concern for children and mothers
and would be consistent with our long-term national health goals.

Senator HAlMus. Our next witness-is Mr. Leroy Clark. Mr. Clark is
representing'the NAACP Legal Defense and Educational Fund, Inc.

STATEMENT OF LEROY D. CLARK, ASSISTANT COUNSEL, NATIONAL
OFFICE FORI THE PIGHT8 OF THE INDIGNT AND NAACP LEGAL
DEFENSE F D, INC.

Mr. Cr.Rx.: Mr. Chairman, I appreciate the committee's willing-
ness to hear me today. To expand on my oral comments I would like to
introduce into the record this written testimony.
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Senator HA=& Without objection, the entire statement will be in.
eluded in the record.

Mr. CLARK. I will try to give a quick summary. I will not talk about
the desirable or undesirable social policies embodied in any particular
legislation but rather as a representative of an organization of lawyers
interested in administration of the welfare in a lawful way, with
particular emphasis on conformity to Federal statutes and regula-
tions and, more importantly, the Federal Constitution.

We have recently spoken vith lawyers representing welfare clients
in 15 States, and have learned that protections of the Constitution
and laws are being regularly denied to recipients of public assist-
ance--especialy clients receiving Aid to Dependent Children-in
every section of the country. This lawless administration of the law is
decumented in my written testimony.

A few of the provisions of the Social Security Act, such as those
condoning residence requirements, are themselves unconstitutional,
largely by reason of legal doctrines which have evolved since the law
was enacted in' 1935.

More numerous are the State-imposed regulations which are in.
consistent with the Social Security Act and are also denials of equal
protection of the law under the Federal Constitution. These include
maximum limits on family grants, "substitute father" rules, which
tend to do two things, one, to control the morality of the recipient
mother or to impute income to that mother without any actual proof
that there is sufficient income; also there are requirements of nini-
mum periods of absence before desertion can be determined. Other
States rules deny due process of law by creating irrebuttable pre-
sumnptions--Georgials employable mother rule and Pennsylvania's
substitute father rule.

Some States enforce practices which may be constitutional but are
inconsistent with Federl law, such as Connecticut's policy of forc-
ing deserted wives to prosecute their husbands in order to be eligible
for AFDO.

And a great many Staes have practices which are in direct viola-
tion of IW regulations issued pursuant to the act. These States
do not make prompt determinations of eligibility; they do not give
adequate reasons for denials of assistance; they do not provide
prompt review of decisions; they do not adequately inform clients of
their right to review of these decisions; they do not permit clients to
challenge the conditions of grants in fair hearing; they do not, in fact,
have adequate hearing procedures; they have not ceased-making
abusive searches and investigations of the homes of recipients; they
have not complied with Federal regulations governing the proper
means of recovering agency overpayments i and they continue to in-
pute outside income to clients where no such income is really avail.
able.- - " 1 - .

In addition no State affords welfare clients their constitutional
right to have a hearing before their grants are reduced or eliminated
by agency officials.

It may at first seem surprising that so many abuses have been prac-
ticed forso long; after all, the courts are open to aggrieved welfare
clients. But, Mr Chairman, progress in vindicating the rights of
large numbers.of people by means of litigation hasbeen very slow.
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• The. neighborhood law offices for the poor. founded by the Offie
of {Economio Opportunity a numAber of dedicated private tto ys,
and the lawyers of the NAACP, legal I defense fiud, NORI, and
the Center for Scial WelfareLtw at Columbia University have been
able to assist a few litigants challenging illegal or unconstitutional
welfare practices. But the few legal services available to the poor
cannot hope to meet the great need and demand of tens of thousands
of welfare recipients.

In addition, welfare departments across the country have devel-
oped the practice of violating their rules and awarding the money
asked for as soon as a lawyer enters the case. This solves the problem
for the client who is represented, but it moots the case and thus can
bring no relief to the thousands of similarly situated clients who
have no lawyer and no way of knowing that the department prac.
tice isillegal.

Also, some lawyers have reported to us that welfare officials intimi-
date plaintiffs to withdraw their cases-they threaten them with sanc-
tions such as neglect proceedings which may result in a mother's los-
ing custody of her children.

Finally, progress is extremely slow because welfare departments
obey only decree entered against them. They have not been conform-
ing their regulations and practices to Federal rules and to decisionsrendered in other jurisdictions. Suits have to be brought over and over
again.

For example, the welfare department in New Haven, Conn has not
oven conformed its practices to a recent court decision in dartford
which prohibits the withholding of welfare from persons who are eligi-
ble in terms of need, but who have not resided in the State a year.

I submit, Mr. Chairman, that amendments such as those that have
passed the House or those proposed by the administration should be
second in the committee's list of priorities in the welfare field....

Primary attention should be given to a rigorous analysis of how to
amend the Social Security Act so that adherence to existing Federal
standards is mandated and invasions of fundamental constitutional
rights are voided.

Congress should closely scrutinize the Social Security Act and elim-
inate any unconstitutional features of the act itself, for'example, the
sections sanctioning residence- requirement& Similarly, .Congres
should supplement the implicit requirement of constitutional a4dinis-
tration with specific and explicit provisions forbidding States to es-
tablish the unconstitutional conditions on eligibility which are ana-
lyzed in my written testimony. a

Second, Congress should- consider amending the act to require,
rather than permit, the Department of Health, Education and Wel-
fare to hold hearings on the conformity of State plans alleged by ag-
grieved clients to be inconsistent with Federal statutes and regulatons.

HEW has never acted on the petition filed 19 months ago6by clients
aggrieved by the substitute father rule in Arkansas and Georgia. Since
it would be impractical for HEW tohold a hearing every time a com-
plaint was received, some sort of tri n devk Would be'needed,
such as the submission of 200 signed complaints of aggrieved clients
challenging a State plan, or 265 clients challenging a county ftle.
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.Fially, Congress mightprovide. recipients with prbcedurl devices
enablig them to iget realistio-relief 'from administrative or judiial
author .efWCongres -slhuldirequift the States to grant clients the
basic due 'process right to a. he"in before a uhutra eaminem,--who
may neveReess bi a welfare offlofid-before adverse action is taken
aginst'them, so that they will be able to maintain a subsistence income
p _ding resolution of a disputed case, and so that individual workers
and local offices will not ie able to terrorize clients by threatening
unilaterally to cut off their income if they do not cooperate,, -

In addition Congress could authorize Federal district courts to
award reasonable attorney's fees to successful clients, so that private
attorneys will be able to accept their cases, thereby expanding the legal
services available to the poor.

In these ways, Congress can do much to restore public confidence
in the welfare system, and to convince indigents that they, too have
rights, and that their grievances will be dealt with in a fair and law-
ful manner.

I have not directed my comments to the present amendments before
the committee, but I think that when the committee considers enacting
measures which have coercive tones to them, it must be understood
that,you are enacting them against the backdrop of this kind of present
administration of the welfare laws.

Senator HAns. Thank you very much, Mr. Clark. I think here in
the District of Columbia we have recently had a case which vitiated
the residence requirements and I think that that points up something
we were talking about earlier with another witness, the migration of
people in this country. I think this is ve!y much bound up with the
welfare system, what is available in one State or another and also is
very much involved with the residence requirement. Wouldn't yon

Mr. Ci&nx. I would say so.
We have just filed a case in St. Louis on behalf of an 11-year-old

child who was denied assistance under these circumstances. Ile child
was livingin California with her mother. The mother died in Feb.
ruary of this year.

'A grandmother went to pick up the child and carried her back to
St."Louis. The father Is incarcerated in prison In another State.

When the grandmother applied for ADO aid, she is the recipient
of only sooia[-securit ben it, the State was required under its pres-
ent law to refuse that aid.

Now, obviously 4this isnot a child who is traveling from one State
to another in order to take advantage of the welfare laws.

Senator HA=&i. Very good. Thank you very much, Mr. Clark.
(The prepared statement of Mr. Clark follows:)

TwixoU ci or o'r D. OL*3E, M'zoamur ox Tax NATtovN&L Omn von iiig
RUXT" Or TME INPUT9 !;V TH= N.AA.OiP. LUO4L DVWIen runD

Mr. Carman, my name Is Ieroy*D. Clark. i have been a member of the New
York Sate bar for six y4a ad an auulstant counsel -Of the National Ofce
for th* Bights of the int (NORI) and the NAAOP Lega Deteise Pond.
NOR!, etabUshed in m with the hep of a suhetaWtla1 grEt .rom the Ford
11oundaton, hAs a staff of lawyers who asdt In key cases involving the rights
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of the poor: cases dealing with public housing, landlord-tenant law, debtor-
creditor relations, consumer frauds, and the right to public assistance, NORI also
develops strategy for the bringing of test cases likely to make legal precedents
that will vindicate the rights of the indigent. The Legal Defense Fund is a much
older institution. It was founded In 1939 as a separate organization b directors
of the NAACP and since then has become the legal arm of the 4ivil Rights
Movement. It Is a completely independent organization under the supervision
of Its own board of directors, and raises Its own budget in excess of two million
dollars per year. Under the leadership of Its first director-counsel, Thurgood
Marshall, and its present director-coun4el, Jack Greenberg, it has been involved
in nearly all the major civil rights litigation of our generation--cases dealing
with school Integration such as Brown v. Board of Rdmcatiot, cases dealing with
discrimination In emiploymnent, housing, the right to a fair Jury and all the other
basic liberties we all consider essential. In recent years, Indigent Negroes and
other indigents have become Increasingly concerned about the right to welfare
assistance, particularly Aid to Families of Dependent Children (AFDO), and
cases dealing with the unjust and unlawful administration of welfare have been
added to the dockets of both the Defense Fund and NOR.

I speak for the Defense Fund and NOR! not as one opposed to or In favor of
particular legislation, but as a representative of an organization concerned Withthe Constitution and laws of the United States as they impinge on questions of
concern to this committee.

Dr. Winifred Bell, Demonstration Project Specialist for HEW's Bureau of
Family Services, has observed that the states have attempted to use the welfare
program to control morals as well as to relieve the sufferings of the poor: "the
cost of providing public aid to needy families In their own homes has not been
a cost that Americans welcomed with enthusiasm. The nation was well behind
itiost other industrialized, urbanized nations In initiating efforts to place an in-
come floor below families. When It did so, It was heavily influenced by the con-
tnulng belief that a substantial cause for family poverty was the irresponsibility
morality, or indolence of parent. The consequence of this conviction was'that
public aid programs were viewed not simply as income-maintenance measures
but also as vehicles for applying social sanctions against offending or misbehaving
adults." Bell, Aid to Dependent Children 174 (1965).

The use of AFD(, to enforce standards of morality upon indigents has neces-
sarily led to a program riddled with constitutional defects, which I shall enum-
erate shortly. For a long time, hardly anyone realized that many aspects of
welfare administration were unlawful, because until very rently-the 190's-.
welfare was thought of not at all as a right, but simply as charity, Even reformers
who were concerned with what seemed to be abuses In AFDO administration con-
centrated only on what was wrong with the program, not on what was unlawful
about it. No It io generally recognized that when the state and federal govern-
ments dispense cash benefits they must act lawfully, just as they must when they
provide educational services, public contracts, or any other benefits, and justas when they impose sanctions. Public assistance deals with economic and social
problems, but like any other government-administered program, It must be carried
out In conformity with law.

Yet we know that in every state public assistance, especially AFDq Is being
administered In lawless fashion. in some respects, the Social Security Act Is
Itself unconstitutional, In other instances, states have violated the mandate of
the Act, the rulings, policies, and directives of the Department of Health, Edu-
cation and Welfare, and their own state laws and rullngp In fact, in most states,
public assistance Is administered by the towns or counties rather-than the state
(the state maintaining only the loosest control), and individual counties -or even
district offices establish policies which bear no relation to the state or federal
plane.

The amendnaints which have passed the House contain provisions which would
take the program even further out of conformity with law. For example, the
section which seems to repeat the "no imputation of Income" regulation of HEW
would destroy federal administrative attempts to avoid practices whose ,onstd-
tutionality Is dubious. But the Senate has an outstanding opportunity to bring
the public assistance programs into conformity with the Constitut6n and laws.
This committee ought to recommend amendments which would render the Social
Security Act free from constitutional doubt, and which would provide welfare
clients a means of ensuring that they are assisted in a 'manner consistent with
federal statutes and regulations
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TER SOUrCES OF LAW

The United States Constitution Is, of course, a primary source of the rights
of welfare elienta The protections against unreasonable searches and selsures and
against self-incrimination are relevant, but the constitutilonal provisions most
important from our perspective are the' equal protection clause of the 14th
Amendment and the due process clauses of the 5th and 14th Amendments. The
requirement, embodied In the equal protection clause, that legislative and ad.
mintetrAtive claificatons be reasonable In relation to their purposes, casts
doubt upon a nuber of eligibility criteria which various states have written
Into their public assistance laws. As will be noted, residence requirements, family
maxima, substitute parent policies, and employable mother rules are among the
state .ules that fall to meet this basic constitutional test.

Under the rubric of d~b process, at least three distinct types of constitutional
tests are applicable to the'welfare laws. All states are required, by the terms of
the Social Security Act, to provide reciplents with an opportunity for a hearing it
which they may contest adverse determinations. But In no 8tateS does the type
of hearing that Is actually afforded meAsure up to constitutional standards, and
In many areas the hearing procedures are so lax that no reasonable man could
find them to be fair. Second, due process require that inference s* m presumiip-
tions drawn from facts be reasonable, and that persons advewely affected be
given an opportunity to rebut questionable or doubtful Inferences. itt a number
of states have substantive rules, such as the employable mother rule in Georgia,
which draw unreasonable Inferences of fact and perinit no rebuttal. Finally, due
process prohibits ftulations couched In language so vague that administrators
have free rein to treat Individuals arbitrarily, yet many states' public amistanwe
regulation. provide standards no more specific than "the best Interests of the
client and the state". See Sparer, Social Welfare Law 'Testing, 12 The Practical
Lawyer 14, 28 (1966).

The second source of rights I the Social Security Act Itself. Passage of the
act In 1935 marked the transition front the ago In which the poor were aided
by towns and cities as a matter of charity to the age In which the Congress.
recognizing that national economic factors beyond the control of individuals could
lead to poverty, vested Iresponsibility for public asistance largely In tMe federal
government, and extended to the blind, the aged, the disabled and dependent
children a right to minimal claims on the governr'-Int for money needed to sus.
lain life, Throughout the act can be found guarantees to reciplens that their
rights will not be affected by arbitrary admlnlrtrat.ve action; many of the
Act'g'enarantees reinforde constitutional protections, such as the right to a prompt
fair hearing, and the requirement that states restrict the disclosure of informa.
tion which agencies learn about the client. Notwithttandig the language of the
statute, practice In many states effectively denies protection to clients. , .

A third source of rights Is Condition X-a hybrid between a constitutional
and a statutory req urement. "When a state -exerc ,es Its statutory option to
prescribe stricter eligibility criteria than the otes outlined In the federal act.
HEW approves the planonly it the classificatio:i effetting such additionall]
limitation Is a rational oe in the light of +the purposes of public assistance
programs". Note, Welfare's "Condition X", 7 Yale L.J. 1222 (1967), citing A.
Wilicox, Memorandum Concerning Authority of the Secretaty, Under Title IV
of the Social Security Act, to Disapprove Michigan House bill 145 on the Ground
of Its Limitations on Eligibility, March 25. 103.'CofdiflonX reads the require-
meats of equal proteotion into the Secretary's duty under the Act to approve only
iegil state plons. It has been invoked by the Secretary of HEW only In rare,
dramatic instances In *hich states flagrantly denied would-be recipients their
rights, e.g,. an early Georgia plan With built.in racial Ilmitationa on assistance,
and plans deaylng assistance to Illegitimate children.

One of the most important modern applications .f Condition X was the Flem-
ming Rh. of January 17, 1981, which forbAde states to deny_ assistance on the
group d that a child was living in an unsuitablee hone". As the Yale Law Journal
note point out a wide variety of state practices might be ruled Illegal If the
Secretary applied ConditlonX uniformly rather than sporadically. Among them
mut beIcuded the practices of "removing" undesirable clients to-other slates, by
conditioniti tmporary woklfare on ain agreement to'emigrate; the minor unmar-
ried' mote rule (Uutisiana roquies-a minor unmartled'mother to Ifte with her
own mother to receive AFAXI, unless her mother's-community Wvould experience
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"uioral outrage" at her presence) ; the substitute father rule; the employable
mother rule; and the maximum family grant. See 70 Yale L.J. at 1229-33. Finnaly
welfare recipients are entitled to tile protections of IIEW regulations which are
regularly promulgated and distributed to welfare officials In the various states.
Two recent transinittals, in imirticular, both of which MfIeet constitutional lm-

tratives, guarantee clients that they will not be presumed to have outside income
which they do not actually receive, and protect them against Intrusions Into their
lrivate lives. As will be shown, even the protections of specific federal regulations
have not been afforded by all states to families receiving AFDC.

UNLAWFUL ADIINISTRATION OF THE LAW

Normally, statutes of doubtful constitutionality aro soon tested In court, and
abises in administration come quickly to light through stults to enjoin their con-
ttiatihn. But In the field of public assistance, few of the statutory provisions
have been teo.ted fi court, and lno one knows itn a detailed way how the law Is
actually adninlistered in all of tile states. What makes welfare different is the
enormous pover that caseworkers have over the lives of their clients, power which
discourages clients from coniplanhig of abusive practices or availing themselves
otf the statutory right to a fair hearing. In many states, only four or five hearings
nre held per year. Prof. Handler explains the position of an AFDC client whose
worker has told her that to continue to receive any welfare she must leave her
children during the day and take a job-the eimployable mother rule. Let us say
that tile client wisles to dispute the case worker's decision, either because she
disagrees with the worker that it would be in the family's "best Interests" for her
to work, or because work Is unavailable in her community, or because she claims
that the rule is Inconsistent with the Social Security Act as presently written.
The client is very likely to be deterred by the awesome power of her worker:

"One of the critical facts to rtall':e is that at the lsuint where tile caseworker
tells the mother that she must take a Job, the mother is still In the program. She
and her fainily are currently recelvilg assilsantce and she will probably not be
Mle to support her family with herearnings; beisde.,t she does not want to leave
her children. 81. knows that tomorrow apd the next day the same caseworker
will be ninking otler declioi1, that affect vitally her level of living and style of
life. She may want extra mIoney to give herself or her children Apecial vocational
training; -he may wart a referral for herself or one of her children for mental
health servlcei or coum.;eling; she may want the earnings of ier children set
esile for future higher education; or ile may want to move to a better apart-
ment in a better neighborhood. There are literally countless decisions that the
caseworker may be called uipn to make that can help this fatally: Boy Scout
fees, a graduation dress or money for the graduation dance, money for a band
instrument, money for tools to learn it trade, and so on. These call be matters of
great Imimortance to any of us; and they are decided by the county caseworker."
landler, Controlling Official Behavior in Welfare Administration, 54 Calif. L.
Rev. 470, 494 (100).

Despite these Incentives to conform to caseworkers' decisions rather than con-
test them, clients have begun to assert their rights and to seek legal assistance
from private attorneys, front OEO.afnded neighborhood legal offices, and from
the Legal Defense Fund and NORI. Welfare rights organizations of clients have
sprung tip, some of which have testified to this Committee. And an Increasing
number of lawsuits have been brought to contest the administration of the wel-
fare laws.

In some states therefore, but far from all, a handful of attorneys are aware of
the grievances of clients and of the ways In which their rights are being denied.
We have recently contacted suc'h attorneys in fifteen states,. and we also have
Incomplete inforwation about the administration of the laws In other states.
This Is what we have learned about the unlawful administration of the law.

A. Prompt dctermtmatlo-ts of 0i1billlty"
The 1950 amendents to the Social Security Act provided that eligibility for

assistance be determined with "reasonable promptness". The federal regulations
specify that In aid to the blind, old-age assistance, and AIWDO, determinations

a We those fifteen states in which atorners are active' In rereantir welfare elientL
The states are Arizona Arkansau, CliTornia, Connetiut the District of tolumbi,

eotria, Illinois, Iowa, kustlsippl, New Jersey, North Carllina, Ohio, Oregon, enansyl-
vania and Tes.
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must be made in 80 days (or else the state must justify a longer delay to HEW
and propose steps to correct the situation). Federal Handbook of Public Assist-
ance I IV-A-2381. Nearly every state has written the Wday rule into its own reg-
ulations, Yet we discovered that only eight of the fifteen states contacted con.
formed to the federal and state rules. Sixty days is the normal waiting period
in Blackhawk County, Iowa; sixty to ninety days in D.C.; ninety days In Atlanta,
Georgia, Dallas Texas, and Phoenix, Ariotna. In Georgia, outside of Atlanta,
client, wait, without incoie, for four or ive months for a determination of
eligibility. Still, Georgia Is 'in relative conformity compared to *ome states;
clients have to walt six months for a 'decision in Jefferson County (Louisville),
Kentucky, and six months In some counties (such as Phillips County) of Arkan-
sas. And while four mbnth3 is an average wait in Mississipp, clients have had
to wqit up to 11 months for a decision in recent years, The Mississippi manual
sets.60, days as the period for decision; Mississippi has never conformed even on
paper to the 1950 amendments. . pr r .a t

As a protection to clients, the federal regulations prescribeplans
must provide for Informing a claimant "of his right to request a hearing on the
basis of the promptness requirement if action is not taken within the specified
period to furnish assistance to notify him of his ineligibility". But this rule Is
nearly meaningless, since almost universally tie state moves less rapidly on hear-
ing requests than It does on applications for assistance grants.

B. Provtios of heaolugs
In furtherance of the constitutional right to a hearing when government acts

so as to affect particular individuals, Congress required that a "state plan...
must., . provide for granting an opportunity for a fair hearing before the State
agency to any individual whose claim for assistancel is denied or Is not acted
upon with reasonable prom ess." Social Security Ait i 2(a) (4),'402(a) (4),
lU)2(a) (4), 1402(a)(4), lW(a)(4), 16200 of the Federal Manual sets out
administrative requirements of such hearings. But hearing practice In many
states meets the standards of neither the federal government nor the Constitution.

I) Noice.--The Federal Manual requires that every clainlant be "Informed In
writing at the time of application and at the time of any agency action'iffecting
his claim, of his right to a fair hearing and Of the method by which he may obtain
a hearing.". Many states which we investigated did provide adequate notice of
the right to a hearing. But others failed to conform even In this simple regard.
In some states with many Spanish-speaking clients, including California, the
notice is given in English only. In Mississippi, only written notice Is given to
clients known to be illiterate. Ohio prints information about the opportunity for
a hearing in a pamphlet that Is distributed to caseworkers, but this is never dis-
tributed to clients. In New York City, a welfare client whose grant has been
reduced or eliminated Is given a paper which says:

"You' may wish to review the pamphlet which was given to you at the time of
your application. It explains the 0rovisfons 'Under which this type of public
assistance Is granted and your rights. with respect to review of this decision."

This obviously does not inform the client of "the method by which he may
obtain a hearing, and It Is Of little help to the majority of clients who have lost
the pamphlet veq them when they applied. Yet In Newark, New Jersey, not even
this much nt ce Is given clients when they are adversely affected;'the only notice
is printed e the back of their arms. A recent study by the Pennsyl-
vania Welfare Department revealed that Philadelphia caseworkers informed less
than 20 of 'rejected applicants of their right to a hearing.
. U) Tl for deo on.-Obiousl the ght to a hearing Is an empty right. un-

less, it: Implies the right _to a decision within a reasoijable tirne.'The federal regu-
ltiIons recogbise this in requiring a,' "pr.ompt' deteriniation and a state-et over-
all'time limit on decisions., But In Iany states d6c slons are far from Prompt;
three months typically elapse in nlinois b4etwen the time of a hearing request
and the rendering of a decision, three months In Connecteut, 'four months In
Ohio, and five months in MssissIppi. And states violate their own rules on over-
aln time; on the books, Ohio granuta hearing within 15 days of a request and

renders a decision thIrtr days after that.L
III) I' ,'Igt to a Orlor hearlsO.-Denial -of theighit t6 proipt hearing

would not be so dlsastroue If states did not also deny clients their constituti
right to hav a hearing be ,"n adverse agency action took effect. in every state,
agency offias determine totheir own satisfaction that the client deserves less
Inoney than he to getting, and =nilatrally reduce the grant. Then, it he wisheS,
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the client may request a hearing. If he Is successful in the hearing, the client's
grant Is reinstated, but in the Intervening two or three or more months his fam-
1ly will have received less than their entitlement and may have been subjected to
great hardship. This injustice could be partially, though not completely, com-
penated for by an award of retroactive back payments where clients are success-
ful at the hearing.

Some States do provide full back payments. See Calif, Welfare and Inst. Code
1 103.3. lut ninny othr states empower hearing offcers oriy to reinstate the
client, not to award back payments wrongfully withheld, rnd others provide for
only partial payments. New York, for instance, pays only verified debts Incurred
during the month of the hearing decision (not request) and the prior two months.
But no award of back payments can make up for the harm that is done clients

whose grants are erroneously cut off. l)ue process requires that a hearing be held
In an administrative proceeding "before the final order becomes effective". Opp
Cotton Miles, Inc. v. Administrator, 312 U.S. 120, 152-63 (1941). The antiquated
"right-privilege" distinction can no longer prevent this base tenet of oneftltu-
tional law from being applied to the Social Security Act. See Note, Withdrawal
of Public Welfare: The flight to a Prior Hearing, 76 Yale L.J. 1234, 1287-30
(1001) ; Comment, Do the Present Regulations Governing the Time for Holding
Fair Hfearings In Public Assistance Violate Constitutional Due Proem and the
Social Security Act?, Welfare Law Bull. Dee., 1900, pp. 8-10. Clients Injured by
the denial of their right to a prior hearing, amisted by the Defense Fund, have
recently brought suit against Mississippi officials. Wiliarna v.' Oapdv, Olv.
# - (N.D. Miss.).

Iv) Reasotu for dentl.t-hether the hearing Is held before or after adverse
agency action, It Is of litle value to the client who does not know why he has
been cut off or denied assistance. The federal regulations (Handbook, I IV-
2220(3)(d)) and perhaps also the Constitution (Cf. 1 Davis, Admin. Law
Treatise, 8.05 at 530) require that notice of adverse action 'must contain the
reason why" and must provide a basis for the Individual to express disatisfac-
tion with the agency action". Only then can he know whether he has a legitimate
grievance, and only then can he prepare his caoe for a hearing.

But although many states' welfare manuals comply on their face with the
federal rule (Cf. N.Y. Regs. I 3.55.3(a) (2) (1)), the reasons given In fact are
often not adequate and do not conform to the federal law. In New York, clients
are frequently told the reason Is "failure to comply with department policies";
no specific rule or policy i quoted, nor are facts justifying the action alleged.
In California, some clients have been told "your check has been withheld on
the grounds that you might be Ineligible for aid" (emphasis added). Ohio clients
are told "you have been removed from the list of those receiving assistance be-
cause you are no longer eligible". Dallas applicants denied assistance receive an
IBM card saying "unable to determine eligibility". In Philadelphia, many clients
are told simply that "you have failed to provide adequate information".

v) Hearing prooedurce.--Obviously the requirements of due process and of the
federal regulations goVern fair hearings. But hearing procedures in some states
meet neither standard. For example I 8200 of the Federal Handbook specLfies
that "the verbatim transcript of testimony- and exhibits, or an official report
containing the wbtanme of what transpired -at the hearing, together with all
papers and requests filed in the proceeding, and the hearing officer's or panel's
recommendation, constitute the exclusive record for decision and are available to
the claimant at any reasonable time." Also, the claimant must have the oppor-
tunity "to question or refute any testimony or evidence". But In Texas, the appeal
board which renders the decision never sees the transcript; It receives only a
summary of argumentprepared by a clerk, and the client ban no opportunity to
examine the summary for accuracy or conpletenes

And In North Carolina, the client and agency -representative are simply seated
In front of the microphone of a tape recorder and inigrueted to tell their stories;
no hearing officer Is present at all to resolve disputes that arise in the Course
of the hearing (e.g. disputes about the federally-puaranteed right to examine
agency documents), and the client has no effective right to croe-xaminatuon.-

v) The soope of the hearing..-The federal regulations are' clear that "the
*claimant may question the agency's Interpretatloo of the law, and the resn.
ableness and equitableness of the polcles promulgated under the law If he is
aggrieved by their application to his situation." Federal Handbook § IV-6381.
But many hearing officers, suoh as those In Oonnecticut, construe -their authority
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narrowly, and contend In particular that they do not have the power, much less
the duty, to render constitutional decisions. Yet federal regulations make some
of the Constitutional guarantees (such as freedom from unreasonable searches,
see Handbook Transmittal #77) specifically binding on state welfare agencies,
and provide that conditions of payment are reviewable at hearings. Federal
Handbook § IV-6331. Even aside from constitutional questions, many states do
not permit clients to challenge the legality of agency policy, despite the clear
language of the federal regulation.

0. iearokee and Inve~igatfow
The Fourth Amendment'8 guarantee of protection against unreasonable

searches and Peizures by government officials obviously regulates the behavior
of welfare investigators. Yet unlawful searches have been a notorious problem
in the administration of public assistance. During the nineteen fifties, it was not
uncommon to read news accounts of "midnight raids" by law enforcement officers
and welfare officials, gn which the officials forced their way Into AFDC clients'
homes in the middle of the night to see if any eligibility conditions Were being
violated, and to check, in particular, whether a man was living in the house.
See Reich, Midnight Welfare Searches and the SocIal Security Act, 72 Yale
L.J. 1847 (1963). These raids used 'to be Justified on the theory that they were
"consented" to by the clients, despite the fact that- the client who refused to
admit the investigators was threatened with being cut off for non-cooperation.
The consent theory was demolished last March by the California Supreme Court,
which reinstated a caseworker who had been fired for refusing to take part in a
mass morning raid which he alleged was unconstitutional. To the welfare de-
partment's contention that they had consent to the raids, the court replied that
no meaningful consent could be procured by the implicit threat of removal from
welfare.
I New Federal Regulations, effective July 1, 1967, should, If complied with,
go a long way towards eliminating unlawful searches. State procedures for
determining eligibility must now be "consistent with the objectives of the pro-
gram, and... respect the rights of Individuals under the United States Con-
stitution, the Social Security Act, Title VI of the Civil Rights Act of 1984, and
all other relevant provisions of Federal and State laws, and [must] not result
in practices that violate the individual's privacy or personal dignity, or harass
him, or violate his constitutional rights." Handbook Transmittal #77. Spe-
cifically, "States must especially guard against violations in such areas as enter.
ing a home by force, or without permission, or under false pretenses, making
home visits outside of working house, and particularly making such visits during
sleeping hours; and searching In the home, for example, in rooms, closets, draw-
ers, or papers, to seek clues to possible deception." Ibid. But again, a number
of states, especially those in the South, have not conformed either to the federal
rule or the constitutional imperatives. We have not heard of any true "midnight
raids" this summer, but in the District of Columbia, investigators still do their
work outside of normal working hours; home visits are made until 10;00 p.m.,
and between 8:00 and 12:00 Sunday morning; and parked car surveillances of
clients' homes are common, In Arizona, welfare officials still demand investiga-
tion of drawers and closets. Arkansas Investigators hide under' open windows
to hear conversations in recipients' homes; they claim that this eavesdropping
Is no ,search", but It cannot be described as a practice consistent With "privacy"
and "personal dignity". Nor can California, the birthplace of the midnight raid
be said to have conformed with the federal rule. ....

Attorneys on our staff have learned of Instances, occurring since July 1, in
which social worker-police teams have knocked on clients' doors, falsely stated
they had brought checks for the clients, and, upon being given entry, taken
the AFDO mothers downtown to the district attorney's office to interrogate them
about their sexual relations. And night stakeouts of clients' homes have continued
to occur in Alameda ounty.

Handbook Transmittal #77 says that "applicants aid recipients will be relied
upon as the primary source of Information about their eligibility..,." and that
"reliance on ,the applicant (and public records) as the primary source of infor-
-mation will ordinarily make it unnecessary to consult other sources of Informpa.
tion. The agency should take no steps in the exploration of eligibility to which
the applicant does not agree, including contact with collateral sources When
information is sought from collateral sources, there should be clear interpreta-
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tion of What itifot*rntion is 'desired, why it is n eded,' and how It Will be ied.
Agencies should ndt rely na "blafitket" consent for each contact, Whether with
social ' /gehcI( s, d6et'ors, hoepitals- and silar resburceor' withit' rlatlveh br
oth4efr1dividuis .r

"The, conshnt oshoUld cover the purpose of the contact- as well as the Indi-
vidpikl or agency to be consulted "

Yet many states have not -conformed to thiS 'iue, and most caseworkers are
probably unaware of its existence. 'ri states that are fastidious aubut consent,
a blanket consent form Is printed in small print on the application for assistance;
this ls true, for example, of Iowa and of Mississippi. Attorneys In other states,
such as Georgia, Airkansas, Arizona, and Ohio reported to us that constant Is
not sought at all; welfare officials are knowhto have made inquiries of neigh-
bors and relatives freely, and while It Is nearly impossible to determine whether
inquiries without consent are made of other public and private agencies, clients
have not been requested to give such consent In the states reporting.
D. Family maAvmum prante

Twenty-two states have imposed maximum limits on the amount of AFDC
assistance that any one family may receive. A certain amount of aid Is given
to each child in the household, but If the number of children exceeds five or
six, no more aid may be given the family. Thus each child In a Florida recipient
family receives $23 per month, but in no event may the family receive more
than $M5 per month (1,030 per year). This law deprives children in large fam-
ilies of equal protection; it denies them benefits (or reduces the benefits duO
them) simply because they have a certain number of siblings. And the dis-
criminatIon against such children Is in no way related to the purposes of the
Social Security Act (in fact, the Act seeks to enable Impoverished children to
grow up In their own homes, and the family maximum encourages farming out
children to relatives so that they may receive their full grant). In fact, in the
only court test to date of the family maximum, the Iowa Supreme Court found
the maximum to be unconstitutional; It was held to have violated the State
Constitution's equivalent of the equal protection clause. The court said the rule
established a "subclassification of the original classification, I.e., dependent chil-
dren based solely upon the number of children in the home, with no considera-
tion as to need, a circumstance completely disconnected with the basic classifica-
tion and the purpose and reason therefore " (oitns v. State Bbard of 8o0Wo Wel-
fare, 248 Iowa 869, 81 N.W. 2d 4, (1957). While the Iowa decree is not binding
in the twenty-two states which still have the'family maximum, the equal protec-
tion clause of the federal constitution is, yet the rule is still enforced in every
region of the country.
R. Recovery of ageny overpayments

From time to time, a state welfare office gives a client a check for more money
than his entitlement, either because the agency Is not aware that the client's
status has changed in a way that should reduce his grant, or, quite commonly,
through a mistake in the agency's bookkeeping. Overpayment errors are often
discovered months after the checks are distributed, and typically the client will
have long since spent the extra money. It is not surprising that the uneducated
client does not usually catch the error, since he can hardly be expected to per-
form each month the complex calculations used to determine the size of the
monthly grant. Agencies' have adopted the practice, however, of attempting to
recover the overpayment, usually by deducting the sum from one, or two of
the client's current checks. This theoretically equitable solution has led to dis-
astrous consequences for families which are barely able to subsist on the ordinary
monthly grant, which Is set In many states at a fixed percentage (27/' In MIs.
sissippl) of the state's own computation of the family's minimum baslcneed&
(Recall that the average welfare grant In the United States Is but W4O per month
per person, and many states fall far below this average). To prevent the hard.
ship brought on by reducing grants already at a :sub-minimum level, the fed-
eral government Issued a directive (Handbook Transmittal #120), effec-
tive July 1,- 1967. which prohibits recovery of most overpayments-:

"Assistance payments must be based on need in the light of currently avail-
able income and resources. Current payments cannot be reduced b6cause of prior
overpayments,, If the recipient nO longer has the income available, which ooca-
stoned the'overpaytnent. Examples Unreported ncome several months ago which
ts no longer available as well as agencyoverpAyments. ,
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ske #o many other federal regulations, this ruling h", bep -eyadedhimany04C ort). d,, go,,the wefami age vyC Is deduc.tipg 1W% per~noifth
frow t e clients' grand _,p. tle oerpametwWare recovery Ln Clforna,
officials have Interpreted the ruling to mean that any overpaymen madew|thin
"the last sixty days Is "currently available,. aqd therefore. recoverable. Arjsona
changed its rules to conform with the federal regulation but the Phoenix agency
is st4 sending out dunning . tters. And In We*aijr, New Jersey, the welfare
agency attempts to recover 0 yerpayments from clients who are unaware of their
rights, but complies with the federal regulation as to clients who seek help from
an attorney of the Newark Legal Services Project. In Baltimore, when HEW
Instructed the local agency not to use civil suits to recover overpayments,
officials brought 200 criminal prosecutions for alleged welfare fraud, In an
effort to circumvent the federal regulations.
P. Uooftilutlonal (onditions of Bligifbif

A major category of lawlessness in the administration of public assistance
Is the imposition of unconstitutional conditions on the receipt of welfare, par-
ticulary AFDC. In part, this is the fault of the Congress, although the Congress
that passed the Social Security Act can be largely forgiven because the doctrines
which render sections of the. Act unconstitutional were, for the most part,
evolved by the $upreme Court since 1935. The larger responsibility rests with
the states. The Act sets broad categories of eligibility and permits the states
to superimpose narrower classifications. Some of the states have employed this
device to make the Act perform functions for which It was never intended, such
as regulating the morality of welfare recipients. Many of the state-imposed con-
ditions of eligibility violate the Fourteenth Amendment of the United States
Constitution.

Reafdence requirements.-Most titles of the Social Security Act permit states
to restrict assistance to applicants who have resided in the state for a specified
period of time before seeking aid. For AFDO, the maximum period of required
residence Is one year; for the other programs, such as aid to the blind, the
permitted maximum is still longer. (In enacting Title XIX-medicaid-in 1965,
Congress demonstrated that It is attuned to the needs of a mobile society and to
the constitutional rights of applicants; it forbade residence -requirements for
this program altogether. 42 U.S.C. I 139a (b) (3)). Moat states have enacted the
maximum permissible residence requirements-41, states have a one-year re-
quirement for AFI.

Every year five and a half million Americans move to a new state. A sub-
stantial number of these migrants are workers who become dlnabled and Im-
poverished, or children in families who are adversely affected by regional unem-
ployment. Serious hardship is inflicted on such people when they are not eligible
for assistance either In the state of their residence or the state from which they
came,. Deputy Commissioner Antonio Sorieri of the New York. State Department
of Welfare, among other welfare officials, has severely condemned these laws:

"Residence requirements cannot be reconciled with. either our modern indus-
trial civilization or with the objectives of our social security programs. The
hardships Imposed upon people are cruel indeed, as many of us can attest; the
only saving grace is that no one In public welfare sincerely defends such restric-
tions." Quoted In National Travelers' Aid Assoc., Sessions on Residence Require-
ments for Health and Welfare Services 5- (1959).
IThe residence requirements condoned by the Social Security Act are not only
cruel and anachronistic; they violate several provisions of the United States
Constitution, including, perhaps, the prohibition of Article IV, 12, of discrimina-
tion against citizens of other states; the privileges and immunities clause of the
Fourteenth Amendment; the due process clause, the equal protection clause; and
the implied ban on restriction of Interstate travel derived In (Orandal v. Nevada,
78 U.S. 85 (1867). See Harvith, The Constitutionality of Residence Tests for
General and Categorical Programs, 54 Calif. 14 Rev. 567 (1968). Whether or not
residence requirements violate all these provisions,, they are certainly unconsti-
tutional denials of equal protection. As a three-judge federal court said in de-
claring Delaware's one-year AFDO requirement unconstitutional, residence laws
are precisely.at odds with the purposes of Social Security: ,the purpose of the
(Welfare) Code Is,- inter alia, 'to promote the welfare and happiness of all people
of the State, by providing public assistance to all of its needy' an distressed;
that assistance shall be administered promptly and humanely. with dud 'regard
for the preservation of family life';... It is evident to us that'as to these fam
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flies living u .Pelaware for. I" th _pe yea r t.e denial of public, assistance
falls tOc c~rrputtletpated Prpoep for te blic Asal .i tce ode, It in fact
tends to f r ae them. The i sdeicy equipment prqvets prompt .tn.

some ofe tate' peei 61and distressed an4to that exenL Isthe antithes
ot 'buinane'. I ~o ne rilyre. tsi* pie*sur op the solidarity ot the family
unit, Nor; giyen the e circumstances, 141t, an accptable answer to say. that until
they are here one yai such persons are notja'pazt of th -state's needy and
distressed. The discrimipation'based on length of residency thus finds nd constl-
tutional Jttstificatlon In the purpose declared in thestat ite itelf."

The court considered other possible Justflcations for the requirement, In-
cluding protection of the public purse from persons who might enter the state
to get welfare assistance (a "constitutionlly Impermissible basis for separate
state treatment"), and found none of them to be a valid state purpose reason-
ably related to the statutory residence discrimination. Green v. Department of
Publio Welfare, Civ. Action No. 3349 (D. Del. June 28, 1967). An Identical result
was reached by a three-Judge federal court in Connecticut, which also held the
residence requirement to be an unconstitutional infringement upon the freedom
of interstate travel Thompson v. Shapiro, Civ. No. 11,821 (D. Conn. June 19,
1967). In Pennsylvania a preliminary injunction has been entered against en-
forcement of the residence law (Smth v. Reynolds, Civ. No. 42,419, E.D, Pa., June
1, 1967) and in the District of Columbia, a three-judge court, including Chief
Circuit iudge Bazelon and Senior Judge Fahy, has entered relief pendent lte
for plaintiffs challenging the requirement, citing the opinions in the other three
cases. Harrell v. Board of Oommissaonere, Civ. No. 1497-7 "(D.C. D.C., 1987).
Yet despite these rulings, residence requirements continue to be enforced in the
states where suits have not yet been brought, and even in Connecticut, where
the statute was declared unlawful, many local welfare offices are still denying
aid to applicants on the basis of lack of a year's residence.

11) The substitute father rule.-Nineteen states restrict AFDO support to
children who are deprived of parental support by reason of the death, continued
absence from the home or physical or mental Incapacity of their fathers, and
deny assistance to children who are deprived of parental support because their
fathers cannot find a job.

These states have failed to take advantage of the AFDO-UP program (42
U.S.C. 5607), and have therefore encouraged countless numbers of well-Inten-
tioned fathers to desert their families so that their children can have a little
income. Arguably, this discrimination violates equal protection by discriminat-
ing against needy children by reason of the cause of their parent's nabality to
provide-a cause that bears no rational relation to the purpose of the AFDC
program or to the need of the children. But some of th se nineteen states make
an even more invidious discrimination which denies assistance even to needy
children whose fathers have left home. Alabama, Arisona, Georgia, Louisiana,
Utah and other states withhold aid where the child's mother, having been do-
serted, has sexual relations with another man--a so-called "manm-i-the-hobse."'
The term Is a misnomer, for- In a number of states, the'man need not- Uve In the
house at all. In Georgia, a child Is disqualified if a man "vIsi t frequently for
the purpose of living with or cohabitating with the applicant." Ga. Manual Part
IIIIV (3)(5). -nd a child is cut 6ff In, Arkansas if the mother maintains a
"stable 'nonlegal union" with a man, which is "presumed, even though no
father Is living continuously in the home, 'where the mother affords the
privileges of a husband to a man and there is a continuing relationshlp" Ark.
Manual of Public Assistance 2813. Such rules cannot be Justified on the theory
that they are mandated by the Social Security Act's restriction of ADO bene-
fits to chlldren "deprived of parental support." The Act was intended to assist
children, deprived of financial support, not only children deprived of the
psychological gratification provided by, adult male company. The rules which
deny ailstanee to children who, have a "substitute father", violate the equal
protection clause, the Act, an Condition X.

Znfact, mny -of the "substitute, father'? rules represept gnssiatmt
to. crcunpvent a prior, specific application 0of ondtlion',X by the Departmemt
of Health, education, and Welfare-the Plemming Ruling which ,roehblto4 states
from denying assistance 'to childen Just because they.lived.. in "nspitable
homes," The "suitable hose" rul.( bieh 1 til on the b In ninee
states (Inluding Gozneeuteut n and Michi ,,and Is Iorous enforced

in Mlsslsaippl (and in Texas. w . ase worker takes it upon herself to

SS481 O-4---pt. S ---
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to 'ftlte~tive~db y s, ich the "dUbStitut parent"pol4y, t accomplish the
same ireults. Bell, 1 Aid' to Dependent Children 149 (1965). "Omi the whole the
plight of 'needy Negro. and illegitimate children remains substantially un-'changed by the Flemming Ruling." bm , J

State pls containing s' substitute father" rules are obviously out of con-
formity with federal policies as well as with the Constitution. In February, 966,
compainants in Arkansas and Gehrgia,represented by the Legal Defense Fund,

filed with the Delartment of Health, Education and Welfare a petition for a
hearing to determine whether the states were in conformity with federal law.
HEW at that time began a departmental investigation of the state plans, but to
this date has not scheduled a conformity hearing.

Another variation of the "substitute father" rule exists In certain Northern
states. If a man ,(a stepfather or an unrelated man) is living In the house of a
child receiving AJ'DO, it is Irrebuttably presumed that he Is contributing to the
child's financial support. Section 8234.6 of the Pennsylvanla Department of
Public Assistance Manual, for example, says that:

"Because of wide variations in ways of sharing, It is usually impractical to
determine the exact actual monetary benefit of such shared living arrangements
to the client. The Department, therefore, has devised a set of formulae, based
on normal living customs, to be used to establish the income from shared living
arrangements...

These formulae. consider income of a spouse living in the home to be available
to the dependents and the term "spouse" includes a "man and woman maintain-
ing a home together as a husband and wife usually do." Compare Calif. W & I
Code I 11-1. Similar rules exist in Nev Jersey, Iowa, New York City, and
Virginia, and such a rule Is enforced as to stepparents in Portland; Oregon, de-
spite contrary state regulations. These rules raise Constitutional problems, since
due process requires that one be allowed to rebut presumptions of fact. See
Heiner v. Donnan, 285 U.S. 312 (1932). But more simply, they contravene another
federal regulation which became effective last July:

6'Reduced assistance payments based on assumed receipt of support payments
or any other income" that is not, in fact, available, are inconsistent with the wel-
fare agency's responsibility for meeting need and strengthening family life. They
result In Inequity in'meeting the continuing needs of the families affected...
Handbook Transmittal 8o.

As far as we have been able to determine, the federal regulation has resulted
in a number of changes on paper of some state rules, but has not had a dramatic
effect on the actual appliction of the inferred-support rules.

iII) Deernim- --Chldren are eligible under the Social Security Act for APPO
assistance*' if they are deprived of parental support- by reason of "continued
absence from the home" 'of a parent, and are in need. In most states, if a father
is imprisoned or drafted, he Is immediately considered "continuously absent,"
even if it is known that he will return shortly (e.g. he has been sentenced to
thirty days in jail). But a number of states presume that until a father has been
absent for a specified minimum period of time, he has not deserted, and the
mother may not rebut this presumption by showing that an overwhelming pre-
ponderance of the evidence establishes that he has left her forever. The re-
quired minimum period is a month In Kentucky, two months it Alabama and
Illinois, three In California, Louisiana, New Hampshire, Ohio and Wisconsin,
and six months In Maine, Michigan, Mississippi, Texas and Vermont. In a re-
cent case In Texas, the husband had gone to. Denver and informed his wife that
he was never coming back, but the Welfare Department denied his children
assistance on the grounds that since he hadn't been gone si months, he couldn't
have deserted them. When the'children, represented 'by Dallas Neighborhood
Legal Services, sued the Welfare Department, the' Department gave them assist-
ance In violation of its own rules, thuspreventing a court challenge to the rules,
which have not been changed and Are applied to clients who do not have legal
representation. Thb presumption denies due process of law by permitting no
opportunity to rebut It, and denies equal protection to the children affected;
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unlike children whose fathers have, been continuously absent because of Sn-
prisonment, children of deserting fathers may not receive assistance for a specl-
ded period of time, ,

(iv) Proseoutont of huebs#d&-StateAID0 plans mst 'provide for prompt
notice to appropriate law enforcement.offilals of the furnishing of aid to families
with dependent children in respect of a child who has been deserted or abandoned
by a parent." 42 U.S.C. 1602 (a) (10). Congress intended that welfare officials
give the required notice to law enforcement officers, and that assistance be given
to the family whether or not the mother cooperates In prosecuting the father who
has not fulfilled his responsibilities under state law.

"Congressional action was clear with regard to the difference between pulbUc
assistance administration and law enforcement, and did not place upon the public
assistance agencies responsibility for enforcing support. The public assistance job
is seen as that of providing eligible children with the assistance they, need and It is
not the intent of the legislation to deprive needy children of assistance in order
to punish their parents for neglect of their duties. Although accepting assistance
Involves notice to the law-enforcement officials If a parent has deserted or aban-
doned his child, the amendment does not impose an additional eligibility require-
ment.1" Federal Handbook I 8120. • .. ....... I

Despite this clear language, nearly every state has perverted the meaning of
J 602 (a) (10), and required, as i condition of eligibility, that mothers ProsecUte
their deserting husbands, either civilly, or, as In Connecticut and 'California, or
criminally. Spouse-initiated prosecution frequently precludes, forever,- recon.
cllatIon of a family whose father had fled with rereti and hesitations.

(v) The employable mother rte.-Some states already provide that children
may not receive AFDO benefits if their mothers decline available work. It 'Is
doubtful whether this eligibility condition, which presses mothers to leave their
children during working hours, Is consistent with existing federal law. The Fed-
eral Handbook casts grave doubt on attempts to reconcile the rule with the pur,
pose of the Social Security Act:

"It was clearly Indicated by statements made In the reports of the Committee
on economic Security that the intent of the aid to dependent children program
was to enable mothers to remain in their homes, so that their children would have
the opportunity for parental care and the benefits of growing up in a family
setting.

"lhe enactment of laws for aid to dependent children was evidence of the fact
that long-time care must be provided for those children whose fathers are dead,
are incapacitated, or have deserted their families; that security at home is an
essential part of a program for such care; and that this security can be provided
for this whole group of children only by public provision for care in their own
homes

s... Before the adoption of these laws it frequently ... happened ... that
she (the mother] ... was encouraged to make the attempt to be both homemaker
and Wage earner, with the result In such cases that the home was broken up after
she had failed in her dual capacity and the children had become delinquent or
seriously neglected.

"In cases of families receiving aid to dependent children, children are already,
in most instances, deprived of the care of one parent, and, therefore, need the
protection and personal supervision of the available parent." Federal Handbook
I IV-8401.1.

Rigid "employable mother" rules therefore, frustrate the" very purpose of the
AFDO program. Although HREW has not yet ruled state program$ containing
employable mother rules out of conformity with federal law, And has merely
"'recommended" against state adoption of the policy, the rule seem to violatp the
purposes Of the Act; they are also, Wpso facto, violations of the equal -protection
clause.

In addition (just as in the case Of the imbstitute father rules), sone rates
have more radical employabl6 mother rules, which by eno stretch of the imagina-
tion could be thought to be consttutional. The Legal Defene Fundis currently
representing plaintiffs who have brought a federal suit to enjoinf the operation
of the Georgia rule; one of the most outrageus limitations on public assistance
In the country. See A.erson v. R'Mofer, lv. -No. 10448 (N.D. Ga . In Georgia,
children of mothers who wW not take jobs when jobs are available, tiay not re-
ceive AFDO, but if the mother cn find only'a job which pays less than what her
family would receive In AFDO benefits, and takes that job, Georgia will not
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supplement her Income to bring It up to the level of those receiving assistance
payments. Mrs. Anderson does work full-time, but she receives only twenty.
four dollars a week for forty-eight hours of work, and the state will not give her
additional funds to support her seven minor children. It she left her Job, Ahe
would also be ineligible under the employable mother rule. The Georgia rules dis.
criminates against needy children who are otherwise eligible for aid, on the
basis of the source of their monther's Income, for if Mrs. Anderson earned
twenty-four dollars a week for part-time employment, Interest on securities, sup-
port payments, rent from lodgers, or any of a number of other sources, she woull
be eligible for AFDC Income supplementation. This distinction deprives Mrs.
Anderson and her children of equal protection, for It can represent no con.
ceivable rational policy and Is but an arbitrary discrimination. Georgia may not
defend the rule against supplementation of full-time wages by relying on the
federal eligiblity criterion of "deprivation of parental support"; clearly this re-
fers to amount of support, not the source of the Income.

Georgia's employable mother rule has yet another tvist. The Georgia Mantualg III-V-0-3-b(2), allows County Boards to terminate all AFDC to employable
mothers when a picking season opens:

"In communities where seasonal employment exists, the County Board Is held
responsible for determining when such employment Is available and will desig-
nate periods as full-time employment periods. During such periods all applica-
tions for AFDO are denied and eases closed wherein the mother meets the
conditions of emloyment outlined In this Section."

Thus, when a County Board announces that the okra season has begun, all em-
ployable mothers are cut off from AFDO, crei those who try to find cmploynict
and fall because the Board's delermilnatlon was erroneous or because no em-
ployer chooses to hire them. These mothers are deprived of the elementary due
process requirement of an opportunity to rebut a presumption of fact which op-
erates adversely to their interests. See (arrington v. Rash, 380 U.S. 89, 90 (1064) ;
Heiner v. Donnan, 285 U.S. 312 (1061) ; Mobile, J. & E.C. R.R. v. Turn ipseed,
210 U.S. 35 (1910).

THE DUTY OF CONGRESS

Aggrieved clients in many states have recently brought suit challenging
a number of the unconstitutional and non-conforming practices which I have
described. They are assisted by lawyers In neighborhood law offices spon-
sored by the Office of Econolmc Opportunity, by the Legal Defense Fund, NORI,
and the Center on Social Welfare Law and Policy of the Columbia University
School-of Social Work, and by a handful of private attorney.,. Litigation in this
field, we believe, has some value, in that It promotes Judicial analysis of the
rights of welfare clients. But, unfortunately, litigation Is of very limited value in
actually affording large numbers of people the rights to which they are entitled.
Perhaps the history of school desegregation since Brown v. Board of Education
in 1954 is the most dramatic illustration of this fact; real desegregation did
not begin until Congress set up administrative machinery-the Civil Rights
Act of 1064-to enforce the constitutional requirements. There are a number of
reasons for this. First, welfare clients are not usually aware that they have any
rights other than those which their caseworker tells them of. If they do learn
that they have additional rights which the agency is unwilling to afford them,
they are often intimidated by the enormous power which their caseworker has
over their lives, which Prof. Handler has described. Few clients will become
plaintiffs in a suit against the welfare department. Second, no client without
legal assistance can hope to succeed In court, and the poor suffer from a
fantastic shortage of legal services. Private attorneys cannot afford to accept
without fee vast numbers of welfare clients' cases, and many are too busy to
accept any such clients at all.

The Office of Economic Opportunity, when presented with a request from a
local community, will fund a legal service program. Over a hundred neighbor-
hood law office programs have been established by O.1O. in the last two years,
but even these programs cannot meet the need of indigents. (Their aggregate
fiscal 1067 budget of thirty million dollars enabled them to serve approximately
half a million clients. The chairman of the American Bar Association's committee
on legal aid estimated recently that there are potentially fourteen million in-
digent cases annually. New York Times, August 7, 1907, p. 11, col. 1). Some
areas have no legal aid societies, and only a handful of communities in the 11
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Southern states have sought and set up legal aid offices under the Q.FO, pro.
gram. Third, Welfare departments across the country have developed the prac-
tice of violating their rules and awarding the money, asked for a soon as a
lawyer enters the case; this solves the problem for the client who Is uepteented,
but It moots the case and thus can bring no relief to th6 thousands of-Abhillarly
situated clients who have no lawyer, A class action, a§ a practical matter, may
not provide a solution to" this problem since 'the individual plaintiff who6s per-
ticular difficulty has been resolted has little lncentlve to proceed with the case.
And soome lawyers have reported to us that welfare officials ntimidate plain-
tiffs to withdraw their cases-they threaten them with sanctions such as neglect
proceedings which may result in a mother's losing custody of her children.
klually, as hi the case of school desegregation cases, progress Is extremely slow
because welfare delmrtmentg obey o4y decrees entered against them they
hare not been conforming their regulationsand practices to federal rules An
to deAslons rendered In otberJursdlctiogls. Suits have to be brought over, ad
over again. As 1 mentioned earlier, the welfare department In New. Haven,
Connecticut. has not conformed its practice to the decision, resulting from a
case brought in Hartford, which declared the state's residences requirement
unconstitutional.

Congress, I suggest, has a clear duty to guarantee the lawful administration
of the law. The 1967 amendments to the Social Security Act present It with an
appropriate opportunity to do so. The following legislation might have the de-
sired effect:

I. Congress should examine closely any aspects of the amendments which
have passed the House which set back efforts of the Department of Health,
Education and Welfare to require constitutional administration of the Act.
Section 202(b) of H.B. 12080 seems to repeal parts of Handbook Transmittal 88,
which forbids states from imputing income from relatives to recipients, where no
Income I actually received. Since such Imputation denies recipients of their due
process right to rebut a presumption, It Is unconstitutional

II. Congress should scrutinize the Social Securlty Act and consider taking
advantage of the present occasion to eliminate any uneonstitutional features of.
the Act Itself, notably the sections sanctioning residence requirements. Similarly,
Congress might supplement the implilt requirement of, constitutional admin-
istration with specific and explicit, provisions forbidding. states to establish
the unconstitutional conditions on ellgibillty which I have ited above.
the unconstitutional conditions on eligibility which have listed above
IllI. Congress could Amend the Act to require rather than permit the Depart-

went of Health, Education and Welfare to hold hearings on the conformity of
state plans alleged by aggrieved clients to be Inconsistent with federal statutes
and regulations. As mentioned earlier, HFW has not granted a hearing on the
petition filed nineteen months ago by clients aggrieved by the substitute father
rule in Arkansas and Georgia. Since It would be Impractical for HEW to hold a
hearing every time a complaint Is received, some sort of triggering device would
be needed, such as the submission of two hundred signed complaints of aggrieved
clients challenging a state plan, or twenty-live clients challenging a county rule.

IV. Congress could provide recipients with procedural devices enabling them
to get realistic relief from administrative or Judicial authorities. States might be
required to grant clients the basic due process right to a hearing before a neutral
examiner (who may nevertheless be welfare official) before adverse action Is
taken against them, so that they will be able to maintfiin a subsistence income
pending resolution of a disputed case, and so that individual workers and local
offices will not be able to terrorize clients by threatening unilaterally to cut off
their Income if they do not cooperate. In addition, Congress could auth~rize
federal district courts to award reasonable attorneys' fees to successful clients,
so that private attorneys will be able to accept their cases, thereby relieving
the already over-burdened neighborhood law offlees and Involving g larger seg-
ment of the Bar In servicing the poor.

In these ways Congress might do much to restore public confidence in the
welfare system, and to convince indigents that they, too, have rights, and that
their grievances will be dealt with In a fair and lawful manner,.

Senator HARm-s Our last witness for this morning is Dr. Luis A.
Izquierdo, who is representing the Puerto Rico Medical Association.
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STATEMENT OF DR. LUIS A. IZQUIERDO, PRESIDENT, PUERTO RICO
MDCAL ASSOCIATION, ACCOMPANIED BY DR. IOSE ALVAREZ,
PRSIDENT-ELCT

r" TiQumi:o Mr. Chairman, iyname is Luis izquierdo, president
of the Puerto Rico Medical Association. With me is Dr. Jose Alvarez,
our president-elect.

BNeause of the time limitations we would like to submit our formal
statement for the record, and summarize our views.

S Senator HAmus. Very good. Without objection, the entire statementwill be placed in the record and the attachment of the Puerto RicoMedical Association Bulletin will be received for the committee files.
Dr. IsQuipw. Thank you, Senator.
We have oome a long way and have 10 minutes which we will use tomake one basic point We ask that the medically indigent. American

citizens of Puerto Rico be treated exactly the same as the rest of the
medically indigentAmerican citizens.

'Under the present Social Security Act. there are three areas in which
Puerto Rico is not treated equally and H.R. 12080 adds a fourth one.

First, section 227 of the Social Security Act grants persons who
attain age 72 the sum of $35 per month, even though they have not
obtained covereage under the retirement program. This provision
has never been applicable to our senior citizens.

Recommendation: This provision of the law should be changed so
that 10,000 Puerto Ricans can receive the same benefits provided to
other American citizens of the same age.

Second, in all the categorical pubio assistance programs our indi-
gents do not receive treatment equal to that received by other indigent
American citizens because they are limited in two ways:

A Puerto Rico is at present limited to a total Federal contribution
of $9.8 million annually for welfare under all welfare titles whereas
no State has such limitation. As a result of this limitation the average
monthly welfare payment in Puerto Rico in 1966 amounted to only
$8.50. In the case of a family of four, a mother and three children
receiving aid to families with dependent children AFDC, the limita-
tion restricts the family to $5 per person each month. This low payment
represents only one-third of the minimum basic needs of such a family.

B. The Federal matching formula is limited to 50 percent for Puerto
Rico whereas the States receive Federal matching ranging between
50 and 65 percent depending on their per capital income. HR. 12080
recognizes the results of the limitation but ails to fully correct theinequity. That bill raises the ceiling in steps but does not provide
equality since it retains a limitation.

Recommendation: That the ceiling be removed and matching
formula made the same.

Third, section 1905(b) of the Social Security Act limits Federal
participation in the Puerto Rico medicaid program to 55 percent; onthe other hand, Federal matching to the States resiges between 50 and88 percent based upon per capita income. As a result of this inequitable
treatment medicaid expenditures in Puerto Rico are limited.

In addition to the limitation on Federal matching contained in thepresent law, section 248 of H.R. 12080 would place a-further limitation

188
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on Puerto Rico's medicaid program. This section would limit Federal
payments to Puerto Rico to million for any gen y ear..

ThI limitation will for-e Puerto Rico to her liit its pr
already declared deftclent by the Department of HEW ia study that
it conducted in January 1987. Under the existing law Puerto Rico
will receive $22 million for medicaid for the present fiscal year. Obvi-
ously, the 120 million limitation contained Fa H.R. 12080 will result
in a reduction of $2 million in Federal matching funds for medicaid.

Section 222 of the bill, which calls for coordination between title
XIX and the supplemental medical insurance program, will require
Puerto Rico to use at least $8 million for "buying in for the medicare
program, thus further reducing to $17 million the Federal funds avail-
able for medicaid.

Recommendation: Th.t no ceiling be placed on our medicaid pro-
gram and that. the matching formula be miklethe same.

Fourth and finally, sect0n 227 of 11.R.. 12080 would require that
State neicaid rogrns rovide free choice of physician and facility
for an individuaeigigle for medical resistance. This provision
would me effective on 'July 1,_ 1969, for all the States; however,
Puerto Rico is again set apart from the States under this propol .
The indigent of Puerto Rico, the medically indigent of Puwrto Rico
must wait until July 1, 1972, to have this right guaranteed to all other
Americans.

While the Puerto Rico Medical Association feels very strongly about
the desirbilitC of freedom of choice for the medically indigent, it
realizes that i Congress retains the limitation on Federal payments
contained in H.R. 12080 the enactment of section 27 will be academic.
Limitation of funds will effectively deny our medically indigent pa-
tientsthis basio right: Freeom of ohoioe.

Recommendation: The Puerto Rico Medical Association on behalf
of 1 million citizens, 2,200 physicians, and numerous organizations
who have endorsed our position, respectfully requests the adoption of
these rc nmenidatio4s which will result in providing the people of
Puerto Rico better welfare and better health services.

On behalf of the Puerto Rico Medical Association, the citizens and
organizations who backed us we wish to thank you for allowing us to
present our views on this important social legislation.

Thank you.
Seator HARMIS. Thank you. )o you have anything to add, Dr.

Alvarez?
Dr. ALVARzZ. No, sir. We were hoping you might have some ques-

tions to ask that we would answer.
Senator HAmis. I understand that. today you are going to meet

with some of our people on the committee.
Dr. AJVAMSZ. Yes, sir.
Senator HARMs. Right. Well, I think that Is what needs to be done.

I think your statement is a very effective and influential one for
equality for the citizens of Puerto Rico and, of course, we will be
following very carefully the conference which you have arranged
today w th our committee people.

We appreciate your presence here.
Dr. A LvRez. Thank you, sir.

1389
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Dr. Irqumno. Thank you, sir..

senator HARSa: Thank you vexy much.

ojTherpred statement of the Puerto Rico Medical Association

TESTIMONY OF THS PUMaTO RICO MEDICAL ASSOCIATION
. Chairman,.Distpguished 3 e6nbers of finance Cominittee of-the U.S.Senate, the Puerto Rico Medical Aisoclatton comes before this Committee withgratitude, with pride and with hope In behalf of 2,200 physicans, of 1,000,000citizens and numerous civic organizations which support-our position, to testifyon hearings on H.I, 12080, the Social Security Amendments of 1967.We come before you with gratitude because we very sincerely appreciate thehonor afforded us in being allowed to appear before you and be given the oppor-tunity to state oar'case on behalf Of our medically indigent patients.We come before you with the pride of achievement as proved by our record.In February, 19W0, the House of, Delegates of the Puerto Rico Medical Associa.tion approved a resolution and we subsequently successfully implemented It,endorsing, without reservation phe provision of Title 1811 of Public law 8097.Thus the' Puerto Rico Medical Association became the onij state medical Amo-

ciation under the AmeriCan &P to do so.
WIth this gesture we helped at least 4% of the population of Puerto Rico topass from medical lzdigence to solvency in accordance with the spirit andletter of the, Medicare Law.'
We come to you with just- pride because In addition to our backing of Title18B we have a unique record of community, social and medical service.: In orderto bring to the economically. hampered citizen in Puerto Rico the highest qualityof medical care, our medical association set up a voluntary pre-paid medicaland hospital Insurance plan. Special characteristics of this plan were that itrated fees'to fit the financial resources of the economically Impaired, and thatIt offered broad coverage of out-patient physician and laboratory services. Thephysicians of the Puerto Rico Medical Association went as far as accepting intimes a.drastic pro-rating of the already reduced fees. Today well over 125,000Puerto Ricans have the benefits of this plan.
Living as we do In an ambient where almost 50% of the population Is medicallyIndigent, we have been most interested in socially oriented legislation. We havebeen trying for decades to eliminate the two-level quality in medical care. Positionpapers by the Puerto Rico Medical Association time and again give testimony

to this fact,
On April 0. 1067, at the hearings on the "Social Security Amendments of 1907"before the Ways and Means Committee of the House, we submitted the followingstatement unanimously approved by the House of Delegates of the Puerto Rico

Medical Association:
"The Puerto Rico Medical Association strongly believes that every citizenshould receive the best quality of medical care through a system of free choiceof physician and of facilities; we consider freedom of choice a cornerstone ofhigh quality medical and health cae.
"We believe that the effective date of the-free choice provision should be thesame for our residents of Puerto Rico as for those of any State of the Union. Thephysicians of Puerto Rico, represented by the Puerto Rico Medical Association,stand ready to grant redauctions on their usual and customary feet for s~rvlces tothe medically indigent of Puerto Rico as long as we consider this necessary. Cus-tomarily, Puerto Rican physicians have granted such reductions from their usualand customary fees In the past and are even now granting such reductions inorder to help other low income groups in their pursuit of quality medical care."The Puerto Rico Medical Association recognizes one kind of patient: the sickone, one kind of physician: the one that is willing to serve mankind, one brand ofmedical care; first class of medical care to all citizens Independently of theirsocio-economic status, race, religious or political beliefs. Our State Medical Asso-elation goal Is Operation Nquality, one and only one brand of medical care foreveryone in the land, an Ideal that will be of Immeasurable benefit to all our

countrymen.
We shall limit our presentation to those areas which In a special way affect thedevelopment of Health and Welfare services and Programs In Puerto Rico.
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The Puerto Rico Medical Assocation reoommesde that the Increase inOld Age
Ourvtvorand-Disahlitr -Mace, Payments be of 15% as'recommendm by the
Administration; rather 12%% as speefied in .RB. 12080. -

Under this section there would be an Increase from $85 a month t9 $40 a month
the special amount that is paid tocertalli people age 72 and oier who'4ave not
worked In covered employment sufficiently long enough to ibeet the regular In-
sured status requirement., or w.ho had no work covered under social security.
This Special payment to couples woUld be Increased fronl 52.60 to $0 a mouth.

Under section 102 residents of Puerto Rico age 72 and over oostfoue to be
ezcluded from benefits under these programs, thus denying these very Important
benefits to several thousands of our Senior citizens. We recommend that our
over 72 citizens be given the same benefits received by other American citizens.

TI -I-PWR 8

HRALTU INSUiANOC MNZEMTS

Section 121 -Method of payment to physicians under supplementary medical in-
surance program.

Section 126--1imination of requirement of physician certification in ease of cer-
tain hospital services.

Section 127-inclusion of podiatrists' services under supplementary medical In-
surance program.

Section 128--lxcluslon of certain services.
Section 129--Transfer of all outpatient hospital services to supplementary medical

Insurance program.
Section 130-Billng by hospital for services furnished to outpatients.
Section 181--Payment of reasonable charges for radiological or pathological

services furnished by certain physicians to hospital Inpatients.
Section 132-Payment for purchase of durable medical equipment.
Section 183,-Payment for physical therapy services furnished by hospitals to

outpatients. 
I

Section 134-Payment for certain portable X.ray services.
Section 1-Blood deductibles.
Section 186--Enrollment under supplementary medical Insurance program based

on alleged date attaining age 65.
Section. 137-Extension of maximum duration of benefits for Inpatient hospital

services to 120 days.
Section 138-UImitation ,on special reduction In allowable days of Inpatient hos-

pital services.
Section 189--TransitIonal provision on eligibility of presently uninsured Indi-

viduals for hospital insurance benefit..
Section 140-Advisory -Council to study coverage of the disabled under Title

XVIII of the Soclal Security Act.
Section 141-Study to determine feasibility of Inclusion of certain additional

services under Part B of Title XVIII of the Social Security Act
Reomme tfow: The Puerto Rico Medical Association recommends the ap-

proval of the above-mentioned sections of Title I-Part 8.

Tinu Il-PA&r 1

PUBLo ASSISTANCE AMUNDM ETS

Section 201-Programs of services furnished to families with dependent children.
Section 202- warning exemptions for recipients of aid to families with dependent

children.
Section 20--Dependent children of unemployed father&.
Setlon 204--4Community work and training W"ra's.
Section 206-ederal participation in payments for faster care of certain depend-

dat children.
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Section 2WQ-nergency assistance ot certain°ineedy families with dependent

Section, g0-Pr~teetve peynentaM' nd e pay'nenhits th "epeOtto-d e*n,.nt
; o diom ; re -, II.I , -. , ,'. A , , " 0 - _ *

Section 208-,-Lmltation on number of children, with, respect to". whom ,fderl
paymentsmaybenmade.

Section 209--Federal payments for repairs to home q9wned by recipient of aid or
assistance.

e e ion; The Puetro Rico Xedlel AssocIation recommends the ap-+

proval of the above-mentloned section of Title I-Part 1.
The present formula for the allocation of Federal Funds to match States ex-

penditures for welfare programs under Titles I, IV, X, XIV, and XVI of the Social
Security Act does t apply to Puerto Rico. Under section 1108 of the Social
Security Act the allocation of federal funds for this purpose to Puerto Rico is
now limited to 9.8 millim dollars.

Under Section 248 of HR. 1200, Section 1108 of the Social Security Act Is
amended to raise the limit of Federal participation In the public assistance pro-
grams of Puerto Rico to $11 million for fiscal year 1908. and allows Increases
in said Hlmit or ceiling during each succeeding year to a maximum of $24 mil.
lions for fiscal year 1972 and each year thereafter. -

Under Sections 1408 and 1808 of the Social Security Act the formula for
Federal sharing In the public assistance programs of Puerto Rico Is 60% while
the Federal share in the programs of the poorer States goes as high as 88%.
This discriminatory formula I left unchanged In H.R. 12080.

33oM0MENDATIO

In regards to other State Programs assisted by Federal Funds, Puerto Rico Is
given the same opportunity to participate in such assistance as fully as any
other States, but this has not been the case of Public Welfare Programs, and
now by H.R. 12080 to the Medical Assistance Program.

We believe that the indigents of Puerto Rico need and dearve the same treat-
ment as the poor of any other area. Puerto Rico is at present spending $1a5
millions of its own funds In public assistance. If Puerto Rico were to be treated
on the same sharing basis as the States. it could receive ,$50 millions of Federal
Funds in 1900 and It could do a real job of upgrading its public assistance pro.
grams. We are convinced that the Commonwealth -government would continue
Its present policy of appropriating additional amounts which when matched
with Federal Funds would result In great advances In our "War Aga/ts# Pov.
erty".

TM I-PtAW 2

UMNO& As5SITANCK AUMENDURNTS

Section 220--Limntation on Federal participation In medical assistance.
Section 221-Maintenance of State effort.
Section 222--Ooordination of Title XIX and the supplementary medical Insur-

ance program.
Section 228-ModificaUou of comparability provisions.
Section 224-Required services under State medical assistance plan.
Section 226--1xtent of Federal financial participation in certain administra-

tive expenses.
Section 228-.Advisory Council on medical assistance.
Section 227-Free choice by individuals eligible for medical assistance.
Section 228-Utilizaton of state facilities to provide consultative services to

institutions furnishing medical care.
Section 220--Payment for services and care by a third party.
Section 230-.Direct payments to certain recipients of medical assistance.
Section 281-Date on which State plans under Title XIX must meet certain fi-

nancial participation requirement.
We believe that the proceeding Sections would result in definite Improvement

In the development of Title XIX programs throughout the Nation. (We take ex-
ception to the disposition that Section 227, the free choice proviso on, shall apply
In Puerto Rico In 1972 rather than In 190 as in the States).
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However, the disposito in Section M48 (o), (1), that payments to Puerto

IIOo under Title XIX with repe to any fiscal year shall not exceed $MO00,000
and that of Section 248 () chang"n the Federal share for the Puerto Rico
Title XIX program from 55% to 60%, make in effect all of these amendment.
academic for our Island.

On the mainland Federal reimbursement varlea from 60 to 83% 'depending on
the per capita Income of the State in such'a way that the poorer States get the
higher Federal matching. In Puerto Ji6o (and in Guam and the Virgin Islands)
there Is under present law a fixed ceiling of 0% on Feder'al relmburement
-Since the per capita income of Puerto tRico is at present lower ($1,000 peik an.
num) than that of the poorest State, this limitation makes it very difficult for
our Island to be able to finance a program which requires the furnishing by
July 1, 1975 of "'emprehensive'care and services to substantially all individuals
who meet the plan's eligibility standards with respect to income and resources
including'services to enable such Individuals to attain or retain Independence
or self care".'
'The population of PUerto Rico whhlh on I January 1960 met "the plan's eligi.

bility standards with respect to income and resources" was calculated by our
State Title X4X agency (The Department of Heimth) as 1,700,000 persons of
which' 1.2 million were considered eligible for medical assistance with federal
reimbursement, . 1.

The Government of Piierto Rico is spending 16% of its budget in the provision
of health services to the medically needy.- Since the total budget amouni t to
much lesi thai one billion dollars for the fiscal year 1907-8, it becomes evident
that the purpose of Title XIX legislation may be defeated by the limitation of
Federal matching to 65%.

The Puerto R0c McdIoal Association recommends that the law be eme*ed 8o
that matching funds be grantcd to a11 fleedv citizen. o4 the bass of need as re-
lated to per oaplta income.

The lOcal funds spent for our Title XIX program in 1960 amounted to $4W
millions and the Federal share was $18 millions. For 1907 the Federal share Is
expected to be $22 millions. action 222, the Buy-In Amendment, would use $3
millions of the proposed fixed ceiling of $20 millions, leaving only $1? millions
for Title XIX purposes. This would require a cut-back in theprogram for 198
making Impo bible the Implementation of the "free choice' amendment in the
foreseeable future. It would mnke It Impossible to correct the deficiencies re-
iorted as existing in our Title XIX plan by the hIEW task force which reviewed
it In January, 107. The recommendations of the HEW task force were the
following:

1. Your agency should develop cooperative arrangements as rapidly as poo-
sible with representatives of private groups to achieve maximum utilization of
all hcalth-resourees-both public and private.

2. The Department of Health should try to achieve legislative change so as
to permit the treatment of private patients in public hospitals and private PhY-
sicians should be encouraged to Join the staffs of such institutions. This would
result in greater professional exchange among the physicians, a better utilisa-
ion of scarce specialties, and greater continuity of care for the patients. There

should be some mtchanism In the medical assistance program to get the services
of private practitioners Into the system where needed. In some communities,
there may be specialists in private practice and no one with that particular
specialty may be on the staff of the local public facility, It might be better to
use a local specialist as a consultant rather than to transport the patient

8. Effective July 1, 1007, the Title XMX programs will be required to furnish
home visits by physicians. Specific plans for meeting this requirement should be
developed Immediately and serious consideration should be given to using
prlyate physicians on a fee-for-service basis.

4. At present a beneficiary under Part B of Title XVIII received his medicl.
care froin a government physician In a government facility in exactly the same
way as if he were not enrolled under Title XVIII. Thus, h Is receiving nothing
in return for his .00 monthly premium and neither Is the Commonwealth mak-
ing use of an available resource, T1here should be some mechanuim t salvage this
loss. Your agency should seek the necessary legislation permitting you to charge
for professional services produced through the public sector. This would permit
Social Security to reimburse your agency for the cost o providing physician
services to their beneficiaries. Free choice of physicians (and facilities) should be
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offered to all aged persons (or to those aged persons voluntarily enrolled in SMI)
with payment from Title XIX of the deductible and coinsurance liabilities In-
curred; or both.

Governent hospitals should bill Social Security Administration (or the
intermediary) for hospital care provided to patients eligible under Title XVIIL
Tis Is a resource which could be used to spread the use of Title XIX funds,

0. There is a depersonalixation of health services, long waiting periods, and
little continuity of care by the physician. These problems should be given recogni-
tion and positive steps taken to elmliate them. Much can be done to decrease
the impersonalflatIon and the overcrowding and to improve the efficiency of
patient care. Appointments c0uld be structured for patients to see the same physi-
cian on repeated visits and at staggered time& An attempt should be made to
develop comprehensive family care programs rather than fragmentation ofservices.

7. The lack of adequate medical records in some of the local health centers
Is a major deterrent to providing good medical care. There needs to be a well
established system of records that will identify the patient's care over a period
of repeated vistL.

& There seem to be Inadequate drugs for patient care; drugs are not available
around the clock In most of the smaller communities. These weaknesses should
be corrected and in addition, system should be ntroduced to derive drug utiiza.
tion data, prescribing, habitA, etc. Some of the pharmacies need physical Im.
provement and better qualified personnel 

9. Ivef y effort should lie made for health centers to have the health and welfare
units'not only operating at the same location but also completely integrated and
coordinated in function.

10, It Is all but Impossible to maintain high quality and efficiency in very
nsall hospital units. Studies should be made into the feasibility of using the

facilities of nearby institutions. If good private hospitals are available, the possi-
bility of contractual arrangements should be explored. In some Instances the out-
patient clinlcs operated in local health centers might better be located at nearby
general hospitals If they are convenient to the patients.

U. There Is a moot urgent need to simplify the registration and certification
process for patients attending the health facilities. Better forms design would
help to correct this weakness. Also, the certification process Is so poorly orga-
nized at present that recertification Is done quite frequently on repeated visits
due to inability to locate the patient's previous certification.

12. The agency should reorganize and staff the medical assistance unit with
appropriate personnel, Including professional medical care administrators, In
order to plan more effectively, manage and evaluate the Title XIX program.
Emphasis of the staff development program should be shifted from the training
of clinicians to that of administrative personnel. Matcbing funds are now being
used chiefly to train Interns, nurses, and pharmacists. The agency should institute
a plan for continuous evaluation of the utilization and quality of medical services
provided recipients of Title XIX.

18. Family planning has not been made available universally and greater
efforts should be made in this direction.

14. The Children's Bureau should be consulted concerning the problem of the
high Infant mortality rate in Puerto Rico with a view toward financing projects
Which might Improve the situation.

15. The agency should include representatives of medical care consumers on
the Advisory Committee.

18. Medical care is more adequate than subsistence grants and the provision
of social services. There should be improvement in these areas to the same level
as that provided for health services.

In respect to the medical assistance program, we again respeo*ully request
that Puerto Rico be given the same treatment as the States In regards to the
Federal matching and wish t make It clear that the imposition of the proposed
ceiling would make all Title XIX legislation meaningless to Puerto Rico.

The Puerto Rico Medical Association expresses its deepest gratitudes for this
opportunity to appear before the members of the Finance Oommittee to express
its position and Ideas in regards. as to H.R. 12080.

We will continue to look for our goal: Operation BqualitV until every single
citizen received the best quality of medical care through free choice of physician
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and other health services regardless of his socio-economic status, race, religious
or political beliefs.

Thank you.
Luis A. Isqumwo-Moa&, M.D.,

Preedent.
J. A. ALv ,uz-I3 CHOUDNS, M.D.,

Preent BIect.

Senator HARRIs. That concludes our hearings for today. The com-
mittee will stand in recess until 10 a.m. tomorrow.

(Thereupon, at 1: 05 p., the committee was recessed, to reconvene
at. 10 a.m. on Tuesday, September 19, 1967.)
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TURED&AY, ORPTIXDRA 19, 1907

U.S. SrWATZ,
C0xxmmIFE ON FBINANCrE,

The committee met, pursuant to recess, at 10:05 ain., i room 22N 1,

New Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Anderson, -Hartke, Metcalf, Harris,' Carl
son and Bennett..
The CHAIRmAN. The hearing will come to order..
The committee has a long list of witnesses to hear today. The public

witnesses are under a time limitation on their oral statements. We have
allotted 15 minutes for the first two public witnesses and after that
10 minutes for each witness. Out of respect to those who appear later
on, the list and to the committee, I hope that those who are testifying
today will carefully confine their statements to the time allotted.

Our first witness this morning is the Senator from New - York.
Senator Javits we are glad to have you with us to hear your views on
this important matter. Tell us what you have to say. We will recognize
yourstatement.

STATEMENT OP- HON. um x. TAvrmS UaS SNAToR flOX THE
STATE OF NEW YORK

Senator JAmS. Thank you very much, Mr. Chairman. I will do my
utmost to watch the time, and I hope not to be more lengthy than the
other witnesses. -

Mr..Chairman I welcome this opportunity to appear before you to
testify-on H.R. W 080, which comes to us from the Heuse of Representa-
tives This bill-is one of the most important to reach the Congress this
year. .

As the Chair knows, this bill deals with matters which are of grave
concern in my State. Hence, I wished to testify in greater detail and
depth before this conunittee rather than' to await the debate on the
floor,.

To a larKe extent concerned congressional reaction can be traced to
the staggering increase in cost of the four federally assisted welfare
programs, in recent years The combined Federal-State-local p rice
taghasrisen from $4.2 billionoin 1962 to $6.1 billion in fiscal year 1966.
And though over 7 million:people are now receiving public assistance,
this reflects only one-third to one-half of-. those who are eligible for
payments. The growth of the welfare rolls has been particularly dra-
mati in the big cities. In New York City, for example, the monthly
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average of recipients has risen from 531,000 in 1965 to 670,000 at
present, and it continues to rise at over 12,000 per month.

In view of such staggering costs--costs which are increasing despite
the emergence of new antipoverty programs--I can understand that
Congress might be impatient even in its compassion. Massive changes
in the welfare system are urgently needed. But what strikes one in-
mediately about H.R. 12080 is the philosophy upon which those
changes have been based. In its effect, it becomes a punitive and
coercivoapproach which seems founded upon the belief that welfare
recipients are universally shiftless and satisfied with being depend-
ent upon a dole. It proc6ds from the assumption that the recipient's
status is self-imposed and that it is up to the Government to condition
its assistance in such a way as to transform the attitude and motiva-
tion of welfare recipients into something comparable with those of
middle-class America. In my view, it represents a great leap back-
ward in terms of social legislation and congressional understandingof the problem.

Since I know that this committee has already received a great vol-
ume of testimony which dissects and analyzes that bill, I will deal
only briefly with the specific provisions of H.R. 12080. But three of
the most troublesome points deserve mention.

First, I must strongly oppose the compulsory work and training
aspects of the bill. We have the virtually unanimous testimony of the
experts that such coercion has not worked in the past. We have our own
commonsense to tell us that forced work cannot instill motivation
but instead is likely to increase hostility and resentment. People willlearn and earn successfully only if they have some desire to do so, and
where they do not have that desire the result will be sporadic attend-
ance and poor performance. Moreover, this coercive work and training
approach is based on a false assumption about the characteristics of
those who are receiving welfare In fact, only 1 percent of
those on the welfare rolls are potentially employable men, although
in some places that figure is slightly higher; for example, in New
York City it is 4 percent.

It is true that the public assistance rolls also include many poten-
tially employable mothers who are now engaged in taking care of their
children. I am not one of those who thinks that these mothers must
invariably be left at home with the family; rather, these mothers on
welfare should begiven the same opportunity enjoyed by middle- and
upper-income mothers to accept employments. But the choice should be
voluntary-it should be theirs to make and should not be vested in
some supposedly omniscient state or local bureaucracy. I have intro-
duced legislation which seeks to give these welfare mothers such a free
choice by providing Federal assistance for day-care facilities, and I
hopo that the committee will take the structure and philosophy of
my bill (S. 1948) into consideration in designing any day-care pro-
gram under this act.

I fear that the compulsory work and training provisions also
dangerously misread the climate in the ghettos and the depressed
rural areas of this country. We are in the midst of a "revolution" in,
which the poor of the Nation so long denied equal opportunity, are
awakening to their rights an powers and are gaining in new self-
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confidence of self-assertion. The philosophy of the House bill runs
exactly counter to that development and can only serve to exacerbate
tensions and to further convince- slumdwellers that the "power
structure" will never respond to their legitimate needs.

And certainly this bill does not recognize the simple fact that many
of the poor do wish to work and need no external coercion: a Depart-
ment of Labor survey taken in the slums of New York shows that
over 75 percent of the unemployed would be willing to take training to
get a job, that over 55 percent would return to school if necessary,
and that 25 percent would be willing to move to another area to get
work. Rather than compelling welfare recipients to enter work or
training the better course would seem to be to greatly expand the op-
portuniltes for work and training and the knowledge about such op-
portunities. We can hardly be justified in moving toward a compulsory
system when we have not given voluntarism a chance.

In this connection I would like to commend to the attention of the
members of the committee the Emergency Employment Act of 1967,
which has been approved by the Committee on Labor and Public Wel-
fare and which will be called up on the Senate floor within a very few
days. This bill would make some 200,000 job opportunities available
for the poor. Job creation activities such as these must be at the heart
of any effort to cut down on the size of the welfare rolls.

Second, I would urge the members of the committee to vest the au-
thority for the establishment and operation of any community work
and training program which is enacted in the Department of Labor.
Surely it makes no sense to create a separate set of work and training
programs for some of the poor under the aegi of the Department of
Health, Education, and Welfare, when the ardent of Labor has
mounted a great variety of manpower training efforts for persons of
exactly the same characteristics The Committee on Labor and Public
Welfare, of which I am the ranking minority member, has received
persuasive testimony on the need to consolidate the many Federal man-
power programs under the direction of the Secretary of Labor. I
would like to submit for the record a report by Sar A. Levitan and
Garth L. Mangum, the George Washington University, entitled
"Making Sense of Federal Manpower Policy," a joint publication of
the Institute of Labor and Industrial Relations, of the university of
Michigan, and Wayne State University, and the National Manpower
Poliy Task Force, Washington, D.C., March 1967, which persuasively
makes this case. Moreover, not only does the logic of coordination
demand this consolidation of manpower programs, but there is every
reason to believe that State and local departments of welfare often
lack the capacity and expertise to conduct successful training pro-
grams.

(The report referred to above was made a part of the official files of
the qoiimittee.)

Senator JAvrrs Another report prepared by Sar A. Levitan (the
George Washington University) an independent consultant to the
Subcommittee on Employment, Manpower, and Poverty on the opera-
tion by the Welfare Administration of the work experience and train-
ing program under title V of the Economic Opportunity Act makes
that lack of expertise clear, and I would like to submit that report

8-289 0-47-t. 2--48
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for the hearing record. I would urge the members of this committee to
give this matter of administrative coordination and consolidation its
urgent attention, taking into consideration the reports and conclusions
which have come to us on the Labor and Public Welfare Committee,
which has the primary jurisdictionn in these matters.

.(The report referred to above may be found in the staff and con.
sultan report on Examination of the War on Poverty (vol. I) made
for the Subcommittee on Employment, Manpower, and Poverty of
the Senate Committee on Labor and Public Welfare, and was made
a part of the official files of the committee.)

Senator JAVITS. Third, I would urge-
The CHAIRMAN. Senator Javits, if I might just suggest this-we

ought to have a middle ground between those on public welfare and
those who are totally self-supporting. We might do well to see if we
cannot establish a wider midde ground where we simply pay what.
ever the welfare payments would be to someone who would give the
person a job. That could be the city, the State government or a pri-
vate employer. It would be better if you are going to have 1o pay $75
to support someone anyway, to simply pay it to someone w1ho will
give him a job, at perhaps $150, so that the person makes more and
at the same time the employers would get some benefit, too. We will
try to explore some of those ifdeas.

Senator JAvrrs. Mr. Chairman, may I say the Chair and I are think-
ing along exactly the same line and Rgain, I would like to call twomatters to the attention of the committee. One is this Emergency
Employment Act which I mentioned a minute ago which is now in
the antipoverty bill before the Senate, and which due to my own in.
termediation, now carries precisely that concept.. That is, contracting
with private. profitmaking enterprises to employ these people on pub-
lic service jobs.

Also in the antipoverty program itself, there is a new provision for
paying the difference between economic earnings and actual earnings
and reimbursing employers for the added costs of hiring these people
which carries out the concept the chairman has just referred to. This
could also cover the payment of transportation costs so the person
could be brought out of the ghetto to work in a plant which may be
rather remote from the ghetto area, something which we ran into,
for example, in the Watts situation in California. So I would hope
very much, Mr. Chairman, that the staff and members will study very
carefully what we have done. There is very great room for creativity
in a coordination of the program which is before this committee and
in the antipoverty program which is before us, and I think too Mr.
Chairman, that i the Chair should feel that there is something' that
we need to do, even thought we have already reported the bill out, I
know it would have, I would certainly see that it did have, and I
know Senator Hill would, the most pmyerful consideration of our
committee and I am sure Senator Clark, chairman of the subcom-
mittee, would feel the same way.

I just wanted to leave that thought with you Mr. Chairman.
Third, I would urWe the committee to reject the freeze on Federal

AFDC payments which is contained in the House bill. As has been
pointed out to you, the effect of such a freeze will either be a passing
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on to the States and localities of all the costs of additional enroll-
ments, or a lessening of the amount of assistance available to each
child in the family. This provision constitutes an outrageous discrimi-
nation against States and cities, such as my own, which by virtue of
their relatively high employment opportunities and welfare benefits,
are attracting large numbers of migrants H:R. 12080 would penalize
such States and cities by throwing the entire burden of additional
welfare costs caused by migration upon their already overburdened
fiscal shoulders. This action, in assigning the responsibility for dealing
with a national problem to a small number of State and local govern-
ments, should be decisively rejected by this committee.

NEW PROO8ALS

But instead of simply reviewing the pernicious provisions of H.R.
12080, I can spend our time together this morning more profitably by
offering for the committee's consideration several proposals which ap-
pear in neither the House bill nor the administration bill. I will be
offering these proposals as amendments in the days ahead, and I hope
that at least some will commend themselves to the committee for in-
clusion in a progressive reform of the public assistance law.

First, we must move to eliminate the so-called man-in-the-house
rule. In 1962 the Congress gave the States the option of ignoring the
presence of a man in the house in determining eligibility under the
AFDC program, but 28 States and the District of Columbia have still
not taken advantage of this option. In those jurisdictions, the father
who cannot support his family is given a choice between leaving his
wife and child-in or seeing the family o hungry-it's as simple as
that. The disruptive effect on family stability o tis characteristic of
the law has been pointed outby every possible variety of expert, and
still the Congress has not moved to correct the situation.

A mandatory extension to all States of the 1962 program-the so-
called AFPO-!.UP 1program-would cost the Federal Government
only about $60 million per year and would be well worth it.

Second, the law should be amended to allow for a simple affidavit
or declaration of income by the recipient to replace the elaborate .ys-
tern of forms and investigations now used to determine eligibility.
A random sample of the aidavits could be investigated, as in the In.
ternal Revenue System's handling of income tax returns, to provide a
check. Such a System is now being tried on an experimental basis in
New York City and the first results indicate that there has been no
significant falsification by recipients. Through such a simple adminis-trative change, millions of dollars could be saved in reduced paper-
work, and hard-pressed caseworkers would be enabled to apply their
professional talents to people instead of to forms and figures.

Third, we should increase the participation of welfare recipients
themselves in the conduct of the public assistance program by requir-
ing that State and local departments of welfare create advisory coun-
cifs of welfare recipients. Opening up channels of communication be-
tween program administrators and program clients should go a long
way toward alleviating some of the onerous defects in the mechanics
of the program.
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Fourth, I support the position of the National Association of Social
Workers that The earnings exemption for AFDC families be raised
to $85 a month, plus one-half of the remainder.

Fifth, in order to provide a constructive incentive to men and
women to undertake or remain in employment rather than to take up
life on welfare, the Federal Government should provide assistance to
help make up the difference between a person's earnings and what he
would receive on welfare if that amount is higher. Such a program is
now in effect in New York State and in a few other jurisdictions, but
its costs are entirely borne by State and local contributions. Such a
supplemental assistance program should be federally supported and
extended on a nationwide basis, and should be cou pled with enactment
of the provision in the administration's bill which requires the States
to pay benefits at least equal to their own determinations of minimum
need.

Sixth, we should inaugurate a pilot project to begin to collect hard
evidence on the desirability of moving toward some kind of automatic,
guaranteed income program as a partial replacement for our present
panoply of welfare and rehabilitation aids. In my view, the most at-
tractive of the suggested guaranteed income models is the children's
allowance, now being used in over 40 countries. Under such a scheme,
the provision of services is fully separated from income payments-a
cherished goal of social welfareprofessionals-and the stigma of wel-
fare is substantially if not completely eliminated because payments are
automatic and because others than those in the low-income category
receive the allowances. I will propose that $10 million be allocated for
a comprehensive pilot project to test the efficacy of the children's al-
lowance scheme, experimenting with different approaches by varying
the size of the payments, the eligibility levels in terms of number of
children and family income, and the impact on motivation-including
the willingness of the parents to undertake needed education, training,
or employment. .

This seven-point package contains hard proposals which I hope can
be acted upon this year. Believe that they, more than the provisions
of H.R. 12080, will assist in the reduction of the welfare rolls. In any
case, Con must not let its impatience with the cost of the public
assistance effort prompt it into harsh and irrational reaction. The need
for reforms of the welfare system has been with us for a long time; as
Demosthenes put it over 2,000 years ago, "Like the diet prescribed by
doctors, which neither restores the strength of thepatient nor allows
him to succumb, so these doles that you are now distributing neither
suffice to insure your safety nor allow you to renounce them and try
something else." Let us then react with intelligence and wisdom to the
need for reform, and in a manner which will bring credit to this
Congress

The Congress and the people have already made clear that the riots
will not be tolerated, but resentment leading to punitive action against
whole communities where thd great majority did not riot, will not be
tolerated either. We must stick to the merits and redress basic griev-
ances in the slums and that is the true heart of government.
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80CIAL SECURITY

For many elderly and disabled people, social security benefits are
the sole means of support. Thus, social security is a prime-.perhaps
the major-weapon in our "war against poverty." It is, of course,
essential that we regularly raise benefits to the extent necessary to keep
pace with increases in the costof living.

However, I believe that this bill offers us a unique opportunity to go
beyond merely "keeping pace." I believe that it is time we begin mov-
ing toward the full promise made to the American people when the
social security law was first enacted: that is, that every American could
live out his life in dignity and economic security rather than hopeless-
ness and poverty. We should now move toward a social security system
in which every older person is provided with a basic level of benefits
which will lift them above the poverty level. I look forward to the
day when public assistance for older and disabled persons will not be
necessary, when every person in these categories will automatically
receive an adequate level of minimum social security benefits and will
not have to endure the humiliating-and economically wasteful-
process of establishing "financial need" in order to qualify for public
assistance,

If this is our goal then we must recognize that the social security
bill approved by the House does not do what it should, even now. The
"across-the-boaid" increase in benefits should be greater than the
12r percent which is provided. Perhaps of even greater importance,
the benefits at the lower end of the scalethe minimum benefits pro-
visions--should be substantially increased. The $70 minimum benefit
called for in the original bill, H.R. 5710, would seem the least we could
do. Certainly, the $N0-a-month minimum now in the present bill is not
adequate.

Within the present system, it would appear that the most equitable
manner of financing these needed increases would be to increase the
maximum earnings base subject to contributions and creditable bene-
fits. This would recognize the substantial increase in average total
earnings over the past several years-as well as the likelihood of fur-
ther increases.

The House bill does provide for an increase in the contribution and
benefit base from $6,600 a year to $7,600. I believe the increase in the
base can and should be greater.

The original goal of the social security program was that the con-
tribution and benefit base was to be roughly equivalent to the full earn-
ings of the individuals covered. We have drifted far from that. Infor-
mation from the Social Security Administration indicates that the
present base of $6,600 is equal to the total earnings of something less
than 50 percent of the people covered. The $7,6M0 base provided for in
H.R 12080 would cover the full earnings of no more than 64 percent
of the participants in the social security system. It is estimated that
a base of $15, in 1968 would be necessary to cover the full earnings
of most (95 percent) social security participant& Between the $7,600
base providedfor in the bill before you and $15,000, there is ample
room for increase if we are to approach the original intent of the con.
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tribution and benefit base-and if we are to acquire the means to
finance the necessary increases in benefits.

I would urge that this committee consider two other changes in this
portion of the bill:

First, we should provide for automatic cost-of-living increases in
social security benefits, This is really the only effective way that people
living on social security benefits can adjust to losses in purchasing
power due to rising prices.

Second, the earnings limitation should be, at minimum, increased to
an extent grter than provided in the bill now before this committee.
H.R. 12080 increases the amount a person may earn and still get all his
benefits from $1,500 to $1,680 a year. The amount to which the $1 for
$2 reduction would apply would range from $1,680 to $2,880 & year,
rather than from $1,500 to $2,700 as current law provides. I doubt the
propriety of any ceiling on the earnings of people over 65. They should
be allow d full freedom to help themselves.

To make these changes in OASDI will not destroy the essential
wage-related, contributory nature of the social security system. Indeed,
it will strengthen the concept, while recognizing, at the same time, that
social security's goals and effects are greater than this. Social security
has-and must-respond to social needs. There is basis-for example,
in the coverage of disabled persons-for giving adequate benefits to
the lowest income participants in the social security system and to those
who were never able to contribute in full.

I believe that these minimum changes must be made in the social
security system if we are to keep fully the promises we first made 80
years ago.

MEDICARE

The medicare program is a relatively new program-and I am proud
of the role I played in the long battle to establish it. Unquestionably,
as with any program so large and so revolutionary, 2 years is not suffi-
cient time to judge-its effectiveness or full impact.

I would, however, suggest two changes in the program at this time:
First, the disabled should be extended coverage under the health

insurance program in this bill. I am not convinced of the necessity of
further study of the feasibility of including the disabled. The factors
which motivated the creation of the medicare program in the first place
apply with equally compelling force-if not greater-to the situationof disabled persons.

Second, in 1965 I urged this committee to include out-of-hospital
drug costs under the supplementary medical insurance program. As.
has been pointed out frequently, the cost of prescription d rugs is a sig-
nificant one for older Americans. This cost can be a fearful-and con-
tinuing-drain on the fixed income of retired persons.

I would like to add that I am a member of the subcommittee, headed
by Senator Nelson of Wisconsin, which is considering drug costs.
I believe that we would be very measurably assisted in attempting
to bring down some of the excessive cost of out-of-hospital prescri-
tion drugs if such cost were included in medicare. Thi resulting public
interest and large-scale public participation would be the most effec-
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tive tools in reducing the cost of the medicines about which so many
complain.

MEDICAID

The provision in H.R. 12080 which would limit participation of
the Federal Government in States' medical assistance programs is
grossly unfair and would defeat the very purposes for which this
pro ram was enacted.

Under the bill, States would be limited in setting income levels for
eligibility to medicaid for which Federal matching funds would be
available. The applicale income limitation is the amount equivalent
to 133% percent of the highest amount ordinarily paid to a family of
the same size under the AFDC program. Such limitation deprives
the States of their initiative in determining the applicable income
level. States should be permitted to set their own limits

Under the applicable provision of this bill, some 14 States would
have to cut bacik the medical assistance programs they established
under title XIX. In particular, I think it fair to say that this limita-
tion would have a particularly adverse effect on my own State of New
York, which is now to be punished for the breadth and comprehensive-
ness of its program,

I strongly urge this committee toalter substantially this provision
limiting Federal participation in State medicaid programs. It is a
rq sive step--a step which, I do not believe, should be accepted by
this committee.

New York is one of the States which already has established a medic-
aid program. Accordingly, under this bill) the limitation would be
150 percent of the amount ordinarily paid to a comparably sized
famiy under AFDC in 1968--dropping to 133 percent by 1970.
While it is difficult to determine exactly the full effect of this limita-
tion upon New York State, it is estimated that 10 percent of those
now participating in the program would be ineligible next year.

The reasoning which applied to the original program is just as
persuasive now as it was then: to protect a large proportion of the
population from financial ruin and poverty by guaranteeing medical
care. I argued in 1965 that the States be given maximum flexibility
to experiment with different eligibility formulas. I still believe that
to be necessary, and I do not believe it is necessary that the States be
inhibited from experimenting with different income levels in order
to limit Federal partici tion.

One must realistically accept the likelihood of some ceiling on
Federal participation. It would appear to me that the Congress of the
United States owes a special obligation to New York and other States,
which, in good faith, have enacted broad medicaid programs in comply-
ing with the original Federal legislation. These States encouraged,
enrolled, and offered medical care to their citizens Now they must
ask a large proportion of them to give up the protection just recently
extended to them.

As a minimum, I would urge this committee to amexid the limit.
tion on Federal participation in State medical assistance programs so
that the ceiling shall be 150 percent of the eligibility level for cash
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assistance. Such a ceiling would at least recognize the promise made
in the ori*nal bill and would avoid the danger of a definition of
medical indigncy too low and overly strict.

In addition, in the last Congress, I offered three amendments to title
19 designed specifically to reduce the cost of the New York program
by removing certain Federal requirements whioh were not only costly
but, in my judgment, unnecessary. I am pleased that the bill, as passed
by the House, reflects at least one of these suggestions, by removing
the requirement that all medicaid recipients receive identical benefits.
It is my understanding that section 228 makes it possible to provide
certain Uneits to the elderly indigent without making them available
to all age group

My remaining sggestions are still valid, and would allow States like
New York-with' broad eligibility-to reduce the cost of providing
essential services. First, we should allow for some flexibility in estab-
lishing income eligibility standards. The Federal law now requires
th these standards be the same throughout the State. This does not

take into account differing average income and health costs in ge-
grphiG regions of the same State, and I believe the State should be
allowed to make such distinctions where necessary and practical. I

Second, the Federal law now provides that a deductible feature in
any State plan would be acceptable so far as medical bills are con-
cerned., but it could not be required with regard to hospital bills. My
Kropsl would have eliminated this prohibition with reference to

hospital bills and would have allowed New York State to revise its
plan, for example, to provide that 20 percent of income over the
present eligibility levels ($5,300 for hospital bills and $4 700 for medi-
cal and hospital bills) be used for health expenses before the State
would provide supplements.

And finally, I hope you will allow a State to determine levels of
care in different parts of the State. In some parts of our State it is
impossible to provide the care one could get, for example, at the
Harkness Medical Center in New York Cit or some similar medical
facility of extraordinary competence in our State.

I hope that the committee will reexamine the basic philosophy im-
plicit in the medicaid program. And I hope you will draw upon the
experience of New York State. In New "York, we now have about
1,600,000 people on medicaid. Let the Congress take no action which
would inhibit a State from doing what it wants to do, in a creative
way, with its own citizens. Such a step would be unnecessary and
inimical to the federal system.

The States hould have flexibility, so that they can develop und
operate medical assistance programs relevant to the unique neids of
their own citizens.

Thankyou.
Senator Goax (now presiding). Senator HarrisI
Senator HARis. What would happen in your own State if we set

that limit on AFDC with the population increase and with the migra.
tion that continues in this country?
Senator JAvrrs. You would just take a city like New York City

whose back is being broken and will be even more broken by the settle-
ment of the teacher's strike-it has got to take more money-and
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break its back more, just make it that much toughter. It has got to
come out of something. It will come out of welfare, if it comes out as
this is, comes out of welfare because the heart must be answered first.
It is going to come out of education or it is going to come out of law
enforcement. Something has got to give.

Senator HAsmis. In other words, you would not be able to just cut it
off.

Senator JAvrrs. We cannot. This is not a-the essence, the justice of
it is that it is not a New York City problem. We are not advertising in
areas of the country and saying come to New York. We are trying to
get tourists to spend motley there. We are certainly not trying to get
migrants who are going to go on welfare, but they come. What do you
want us to do, erect a fence and keep them out? This would cease to
be America. It is a national problem. It will straighten itself out. In
a decade these people will be good earners and good taxpayers and
good citizens of New York, but in the meantime, it is very rough.

Senator HARms. That is all I have, Mr. Chairman.
Senator GonE. Mr. BennettI
Senator BENNET. No.

* Senator Gopx. Thank you, Senator, for a very helpful, constructive
statement.

Senator JAvWrs. Thank you.
Senator GoRm. Thank you, Senator Javits.
The committee will next hear the Honorable Hugh Scott, U.S.

Senator from Pennsylvania.

STATEMENT OF HON. HUGH SCOTT, U.S. SENATOR FROM THE STATE
OF PENNSYLVANIA

Senator ScoT. Mr. Chairman, members of the committee, I want to
thank you very much for hearing me and I appreciate the opportunity
to appear in support of S. 1954 my bill to provide for the expedited
payment of social security monthly insurance benefits in cases of pro-
longed delay. I am hopeful that your committee will agree to in-
corporate this proposal by amendment into H.R. 12080, the 1967 Social
Security Amendments bill now before you. My bill is cosponsored and
supported by two distinguished members of your committee-by
Senator Bennett of Utah who is here and by Senator Dirksen--as
well as by Senators Brooke Cooper, &tton, Fong, Griffin, Hansen
Hruska, Jordan of Idaho, Miller, Pearson, Percy, Thurmond, and
Tower.

We are concerned by the many reports reaching us of unnecessary
delays in the payment of social security benefits; of older persons,
often with no other source of income, who have been forced, for reasons
of clerical error or other administrative mistake, to wait for periods
of as long as 6 months to 1 year for social security payments to which
they are rightfully entitled. All too often elderly citizens-those who
have the greatest need-are forced to turn to congressional offices for
a voice in what would otherwise be a losing battle with an impersonal
Federal Government.

You may remember, Mr. Chairman, that I first called attention to
this situation in a Senate speech last May. Among other things, I sug-
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gted that the Social Security Administration establish some proce.
ure at the local level for the immediate payment, or resumption, of

all reasonable claims. The response I received to this speech--not only
from constituints, but from virtually every State in the Union--con.
vinced me that I was on the right track.

My bill seeks to implement my suggestion by law. It would direct
the secretary and managing trustee or social security to establish pro-
cedures un er which the person in charge in each local social security
office-normally, the supervisor-would be authorized to approve the
immediate, temporary payment of social security monthly insurance
benefits to claimants establishing eligibility on the basis of informa-
tion supplied through a special form that would be provided for this
purpose. No regional or other authorization for payment would be
required.,,aims for the immediate payment of temporary benefits could be
filed in the local office if interrupted, and established benefits were
more than 30 days late. New claimants, failing to receive their checks
within 90 days, also could apply. For persons who have previously
received benefits, the amount of payment would be equal to the last
monthly benefit received. For new applicants the existing provisions
of section 228 or 215(a) of the Social Security Act, with regard to
minimum benefits, would apply.

I think it is important to note that the standard utilized by S. 1954
is that of "compelling evidence to the contrary." In other words, su-
pervisors would be authorized, by law, to make decisions in which the
burden of proof would rest essentially with the claimant "in the
absence of compelling evidence to the contrary." In essence, my bill
would establish a standard which is lower than that currently avail-
able to any social security supervisor as a matter of administrative
decision. It would establish an alternative which, I am informed, can
be opened only by legislative direction.

It would not do so, however, without adequate safeguards. In no
event would the payment of temporary benefits under my bill be au-
thorized for a period exceeding 2 months-durin which the delayed
processing of the regular claim could be resolved. Cis 2-month provi-
sion will be found in my bill on page 3, subsection 3, lines 6-11. Fur-
thermore the bill specifies that temporary payments will be made
"under the same conditions" as regular monthly payments so that
existing provisions of the Social Security Act related to overpayments
and fraudulent claims clearly will be applicable in all cases.

I would add here that it is definitely my intention that any liability
for fraudulent claims shall rest with the claimant and not with the
supervisor acting in good faith under the direction of law.

S 1954 was introduced for the first time on June 15 of this year.
Subsequently, Members of Congress were informed of automation,
hours worked overtime, the creation of special expediter groups.in pay-
ment centers, and other steps being taken by the Social Security Ad-
ministration to speed up the processing of delayed claims. We were also
informed that district offices had now-been given temporary authority
for the final approval of certain classes of claims, skipping a stage of
the process within the payment center-a step not unlike that which
my bill advocates.
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Nevertheless, I was interested to note that during an earlier part of
your current hearings, on August 23 last, this very question of delays
was raised with Commissioner Ball, whose response indicated that
problems still exist. I am personally convinced that this is so. In just
this last week alone, two cases have come to my personal attention;
one involving a Pennsylvanian who has waited for more than 8 weeks
for some response to his initial application for benefits, and the other
involving a constituent who applied last November, and still has re-
ceived no word.

Please let me emphasize, Mr. Chairman, that I have no quarrel with
the steps that social security has taken to date. To the contrary, I be-
lieve these efforts to recognize and to meet a problem are commendable.
My bill does not say to social security that all work done to date must
be discarded for new and costly programs. Improvement is what we
seek. In fact, it is my hope that the processing of claims, through regu-
lar channels within the time limits allowed, will be encouraged, and
that no payments will ever have to be made through the special proce-
dures ofiS. 1954. But what my bill does say is that if all else fails, then
you have something to fall back on. In this sense, it is a kind of a "fail
safe" approach.

I understand that your committee has received no official agency re-
port on S. 1954 from the Social Security Administration. Apparently,
here, too, there has been a delay in reading to the speedup bill want
to point out, however, that I am not wedded to every word and every
comma of this legislation, as drafted. It may be, for example, that the
provisions for the 30- and 90-day time limits should be rewritten so
as to make clear that they would not preclude an earlier payment., if
circumstances warrant it, and to avoid bureaucratic overinterpreta-
tion. It may also be that a period of 90 days is not sufficient where
initial claims for disability are involved, requiring a greater degree
of expert determination. These are matters which I would leave to
your committee to decide, drawing on your greater fund of expertise.

I believe it is essential, however, that Congress itself not delay by
failing to act now, by law, to meet this problem. Therefore, I urge
that your committee give every possible consideration to the adoption
of my bill as an amendment to the legislation now before you.

Thank you.
My purpose, I may add, is to see that the dealings of a government

with its citizens be conducted with a maximum of cooperation and
with a minimum of frustration.

Senator Goes. Thank you, Senator Scott.
Senator Anderson?
Senator ANDRSoN. No.
Senator Gor. Senator Carlson?
Senator CARLSOX. On this your bill S. 1954, as introduced should

be made a part of the record at this point, if you have no objection.
Senator SCOTr. I will be very appreciative if the bill can be intro-

duced at this time and I so request.
(The bill, S. 1954, follows:)
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0rn CONGRESS

"S. D1954

IN THE SENATE OF THE UNITED STATES

JuN 15 (legislative day, JuNK 12), 196

Mr. Sct (for himself, Mr. BLNr-.nr, Mr. Box; Mr. Corce, Mr. DmRsmw,
Mr. Fono, Mr. Gui , Mr. H1LSKA, Mr. JORDAN Of Ideho, Mr. MuZ9,
Mr. Pr AwoN, Mr. Pntoy, Mr. ThunioD, and Mr. Town) introduced
the following bill which was read twice and referred to the Committee on
Finance

A BILL
To amend title II of the Social Security Act to provide for the

establishment of special procedures designed to avoid undue
delay in the payment of monthly insurance benefits to which
individuals are entitled thereunder.

* 1 Be it enacted by the Senate a d House of Representa-

2 tives of the United States of America in (fon.ress assembled,

3 That section 205 of the Social Security Act is amended by

4 adding at the end thereof the following new subsection:

5 "Special Procedures to Avoid Undue Delay in Payment of

6 Monthly Benefits

7 "(q) (1) The Secretary and the Managing Trustee shall

8 establish and put into effect, not later than 60 days after the
Jr



SOCIAL SECURITY AMENDMENTS 0F 1967

1 date of enactment of this subsection, procedures under which

2 expedited payment of monthly insurance benefits under this

3 title will be made to any individual who files an application

4 for such expedited payment at the local social security office

5 serving the area in which such individual resides, and who is

6 found, by the person in charge of such office, to be eligible

for such expedited payment.

8 "(2) An application for expedited payment of monthly

9 insurance benefits under this subsection shall be accepted

-10 onjy-

11 "(A) if, in the case of an application filed by an

12 individual who has previously received a monthly pay-

13 ment of the particular insurance benefit for which

14 expedited payment is requested, a period of at least 30

15 days has elapsed between the date the last monthly

16 payment of such benefit was received and the date such

17 application is filed, and

18 "(B), if, in the case (if an application filed by an

19 individual who has not previously received a monthly

20 payment of the particular inisurance benefit for which

21 expedited payment is rcque.sted, a period of at least 90

22 days has elapsed between the date such individual com-

23 pleted application for such benefit and the date such

24 application is filed.

25 For purposes of clause (B) of the preceding sentence, a
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48

1 person shall be deemed to have completed application for

2 a monthly insurance benefit on the date 4 filing of the basic

3 ,application for such benefit and any and all other information

4 and data which have been requested by the Secretary in

5 connection with such application.

.6 "(3) An expedited payment to an individual shall be

7 made, on the basis of any particular application for such pay-

8, ment, with respect to the month in which application therefor

9 is filed and with respect to the succeeding month, but in no

10 event for any month with respect to which the regular pay-

11 ment of such benefit has been made.

12 "(4) An application for expedited payment under this

13 subsection of a monthly insurance benefit shall be designed

14 by the Secretary so as to reveal (to the maximum extent

15 practicable) all pertinent information necessary to enable the

.16 person in charge of the local social security offie receiving

17 such application to determine whether the individual suh-

18 mitting such application is entitled to receive the monthly

19 insurance benefit with respect to which expedited payment

20 is requested and whether, if mh individual is entitled to

P1 such benefit, such benefit is subject to fusion, deductions,

22 or reductions under this title and the.mount of any dedu6-

2 tions or reductions, to which such benefit is so, subject.

24 ('(5) The procedures devised by the 8ecretry and the
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4

.1. Managing Trustee for expedited payment under this subsec-

2 tion shall be designed to insure that- -

3 "(A) any application under this subsection for ex-

4 pedited payment of a monthly insurance benefit will be

5 acted upon within 5 days after such application is filed

.6 in the local office serving the area in which the applicant

7 resides,- and
8 "(B) any individual who is eligible.for expedited

9 pwient of a monthly insurance benefit will be paid such

10 benefit ,ein1o ay rrhe files application

11 ther C".

20 "(B) inI~e-e.Applica)rrh &s not, ithn such

1 6-mo period received regular payme Of the monthly

22 benefitfor eatis requested, be
.23 in, an amount equal to the amount provided under

24" sion .228, or if such section ,is not applibIle, equal

25 to wohanot to which them applicant would hve been:
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5

1 entitled if the primary insurance amount of the insured

2 individual on the basis of whose wages and self-employ-

3 ment income claim for benefits is based were equal to

4 the first figure appearing in column IV of the table

5 set forth in section 215 (a).

6 "(7) In the absence of compelling evidence to the con-

7 trary, the person determining the eligibility of an individual

8 for expedited payment of a monthly insurance benefit under

9 this subsection shall regard as true and accurate the data and

10 information supplied by the applicant for such benefit.

11 "(8) For purposes of this subsection, benefits payable

12 under section 228 shall be treated as monthly.- insurance

13 benefits payable under this title.

14 "(9) Expedited payment of monthly insurance benefits

15 under this subsection shall, except as is otherwise provided

16 in this subsection, be made under the same conditions and

17 from the same Trust Fund asare regular payments of such

18 monthly insurance benefit,"
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Senator GoiE. Senator MetcalfI
Senator M=LMui. No questions.
Senator Goin Senator Bennett?
Senator BuNwwrr. Mr. Chairman as the author of the bill has indi-

cated, I am one of the cosponsors of this prosal. I did it because I,
too, have been requested to handle many of these problemson a per-
sonal private basis. When you get down to the social security offices,
they move quickly to try and handle it, but I do not think people who
are suffering from these breakdowns in the system should Ie sub-
ordinated to those who have the knowhow or the willingness to come
to Congress to get their problem settled. Every man or woman who
face these problems should have it handled promptly. The social se-
curity system has seen its burden greatly incream because of the
problems of fitting into the new .medicare and medicaid programs,
and this has hel pe d create the situation in which delays have occurred.
I can see no possible objection t this program which just simply says
you can handle a problem at the locallevel instead o having further
delays created which are involved when you have to go through all
kinds of channels, and the present situation which rewards only those
who know how to get their congressional representatives to ask for
help.

I would think this is an amendment that would be more or less auto-
matically approved by the committee when we come to write up the
bill. And I am glad Senator Scott brought it to our attention.

Senator Soon. I am most appreciative.
Senator Gonr. Senator HarrisI
Senator HAnT. No questions, Mr. Chairman.
Senator Goin. Thank you, Senator Scott. Your statement has beenveryhelpful..committee will next hear Mr. George Meany, president of the

AFL-CIO.
STATEMENT OF GEORGE MEN, PUBIDENT OP THE ANKEICAN

FEDERATION OF LABOR AND 0NRJM ' OF INDUSTRIAL OOA-,
NIZTIONS; AcCOmXANZID BY ANDREW BM l bIIZMOoR
DEN OF EGISLATION, AN.-CIO; AND BUT A IDA,
DiRCTORO DATm OE aL SURIT , AYL-MO

Senator Goni. You may proceed, Mr. Meany.
Off the record.

,sussion off the record.)
tor Goiw The entire statement will be included in the record.

Mr. Mv&iy. Mr. Chairman, I'reatly appreciate this opportunity
to present the views of the AFL IO on I.L. 12080, the amendments
to the Social Security Act passed by. the House of Representatives,
which your committee is now consider ng. I will bref summarize our
position on the major features of the bill. You will find Our detailed
comments in my longer statement- which, I respectfully request beincludedin'the .recrd of these hearings. I have also attached thestte

meat on .the social security bill the executive, council of the AFL-
OO unanimou adopted ustlatweek. -

W8831 0-Oft-ta -4
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The AFL-CIO has been frankly disappointed in the social security
bill passed by the House. We welcomed, the proposals the President
announced earlier this year as a sincere, if somewhat modest, effort to
improve the Nation's social security and public welfare programs. In
my statement to the House Ways and Means Committee I said that
we regarded the President's proposals as a significant downpayment
toward the kind of social security system this country can and should
have.

We were shocked, therefore, when the House sharply reduced the
overall benefit increase the President recommended, especially for
some of the most povery-stricken social security beneficiaries who
are receiving the lowest benefits. We also regard as indefensible such
other features of the House bill as its failure to include the disabled
under medicare, its drastic cutback in coverage and services under
medicaid-a program which I remind you is just now getting under-
way-and its harsh and punitive restrictions aimed at destitute
mothers and children receiving public assistance.

Let me turn first to needed improvements in social security benefit
levels. I am sure that the members of the committee are well aware of
how inadequate and out-of-date social security payments are today.
Social security benefits have lagged far behind the rise in living costs,
to say nothing of the better living standards most Americans enjoy.
Since 1940 social security beneficiaries have been fighting a losing
battle with the cost of living. Although social security benefits have
been increased five times during that period, those increases have failed
to keep pace with the rise in living costs.

If you look at the more recent situation, we had social security bene-
fit increases in 1959 and 1965. Neither matched the increase in living
costs since the previous benefit increase.

Let me cite an example of what I have in mind. The average monthly
benefit today for a worker who retired in 1954 is $76, but. it would
have to be 2 to purchase the same goods and services that worker
could buy with the $76 benefit he got when he retired 18 years ago.
And to keep pace with wages of employed workers, he would have to
get$104, 81 percent more than his actual benefit of today.

The fact is that the average individual or couple on social security
can barelyeke out a subpoverty level of living. The poverty standard
is $1,470 for a sigle aged individual and $1,850 for an elderly couple.
Frankly Mr. Chairman, I would call it a standard far below the pov-
ery level. But the average social security beneficiary is below even that
subsistence level. On an annual basis, a single aged person now aver-
ages only $1,008 and a couple $1,716

Yet, when we talk about social security we are talking about what
is still the main retirement income protection for most el.ery Ameri-
cans. Less than 15 percent of those 65 and over receive private pension
payments; even 15 years from now social security will be the only
pension system for. 70 recent of the people.

'Clearly, therefore, te 1212 percent across.the-board increase in the,
House bill is inadequate. It will leave far too many social securityy
beneficiaries, and not just those receiving minimum benefits either in
the mire of poverty at incomes far below their own earnings when U4
were working or tiose of most Americansatill'on th6 job.

1416



SOCIAL SECURITY AMENDMENTS OF 1967

We urge your committee to raise benefits generally by at least the
15 percent the President recommended. Indeed, even an increase of 20
percent would be fully justified, since it still would not permit most
social security y beneficiaries to escape from their dreary lives of want
and deprivation. In fact, a fully adequate level of payments would
require a boost of at least 50 percent. We would regard the increase of
2 percent or more we hop this committee will recommend as a down-
payment toward that goa.

The House was even less generous in its increase for those at the
very bottom than for average beneficiaries. The President recom-
mended an increase in the minimum benefit from today's pitiful $44
to $70 (from $66 to $105 for a couple). Instead, the House raised the
minimum to only $50, in percentage terms just a shade over the 121
percent increase for all other beneficiaries. The House completely
ignored the President's proposal for a $100 minimum benefit for long-
service workers with 25 or more years of coverage.

Mr. Chairman, in a social insurance system, and I stress that word
"social," it is entirely right and proper that those most in need of im-
provement in benefit payments should obtain the largest proportionate
increase. If a social security system does not help those at the bottom
the most, it is not advancing what should be one of its major goals.
There, we ask the committee to recommend enactment of at least the
$70 minimum the President proposed, indeed a substantially higher
amount if possible, as well as the special minimum benefit for long-
service workers.

We have other recommendations you will find in my detailed state-
ment, but I should like to briefly mention only one The House decided
to cover disabled widows, a particularly deserving group largely with-
out any source of income. However, they would be eligible only at age
50 and on a slid' scale of benefits beginning at only 50 percent of the
regular amount. We urge full coverage for this group and at unreduced
widows' benefits. Moreover, we understand the cost of our recom-
mendation would be minimal amounting to only 0.06 percent of payroll

Now, a word on how the benefit improvements should be faced.
As we see it, the reason the House cut back so severely on the benefit
improvements the President recommended, was that it failed to recog-
niie the necessity for the earnings base to keep pace with the level of
workers' incomes. This, we simply do not understand.

When the social security system got underway in 1936, the fl in-
comes of about 95 percent of all workers were subject to the social
security tax.-At $7,600, the earnings base in the House bill, only two-
thirds would be covered to this extent, declining to about one-half by
1974 aproximately the proportion today.

I ttik this is wrong. It is wrong because it puts a disproportion-
ate-burden on low-wage worker. It is wrong because as the House bill
so - clearly demonstrates, it fails to provides the funds required for
needed benefit improvements. And it is wrong because it puts an un-
duly low ceiling on the benefits paid to moderate- or high-wsge work-
erthus forcing them to suffer drastic reductions in their living stand-
a when they retire.

The President proposed raising the earnings base from the present
$6,600 in three steps to $10,800 by 1074. We think it could go even
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higher to $15,000 which would cover about the same proportion of
taxable payroll as did the $3,000 base in 19386.

We have no particular quarrel with the moderate rise in the con.
tributions rate called for, with minor differences, in both the Presi.
dent's proposals and the House bill. We do wish to point out, how-
ever, that these increases in the rates are probably the maximum
workers should be expected to pay. Therefore, you can expect us to
urge the next time we come before you gradual introduction of a con-
tribution from general revenues to the social security trust fund. In-
deed, you may want to consider a beginning step in that direction
even now to finance this year's social security improvements.

Now, as to medicare. "We disagree 100 percent with the decision of
the House not to include the disabled under medicare. Instead, the
House has proposed that an advisory council be set up to study the
question and make recommendations.

Well Mr. Chairman, there was an advisory council, the Advisory
Council ond Social Security, which did study this question as recently
as 1964 and recommended that the disabled be covered. It made this
recommendation for the v.ry good reason that the disabled are a high-
cost,, high-risk group, living on drastically reduced incomes who are
faced with far greater than average medical and hospital expenditures.

The House report on the bill argues that because the disabled are
a high-cost group they should not be covered. I think that is putting
things upside down. It is precisely because of the high costs the dis-
abled have to bear to obtain needed medical care out of their very
meager incomes that they should be covered under medicare. We
sincerely hope the Senate will correct this omission in the House bill.

I want to register our enthusiastic support for S. 2299 (amendment
266), introduced by Senator Long, the disting.ished chairman of this
committee, which would encourage prescribing of drugs for medi-
care patients by their generic names, as well as S. 17 (amendment 265),
introduced by Senator Montoya, which provides for coverage of drug
costs of medicare patients at home or in nursing homes. These bills
represent a sound approach to control of unduly high drug prices. We
also request the committee to give serious consideration to the urgent
need to control rapidly escalating physicians' fees and hospital
charges under medicare, whose repercussions are having a tremendous
impact on the entire health economy of the Nation.

One of the oustanding features of the amendments to the Social
Security Act of 1965 was the launching of the so-called title XIX pro-

, or medicaid. The aim wasto make available to low-income fami-
es comprehensive quality medical care that they cannot afford to pay

for themselves.
Medicaid was never thought to be confined to just the poorest fami-

lies or families receiving public assistance. It was intended to meet
the medical needs of not just the needy but the medically needy,
those people who can afford to meet everyday living costs, but not the
added costs of proper medical care.

SThe House bill completely departs from this fundamental principle.
It makes medicaid just another charity medical program by cutting
back eligibility so dristically that only the poorest fimilies will have
access to it.
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No less than 14 States in various parts of the country would be im-
mediately affected. A lot of publicity has been given to the New York
eligibility standards which some people consider too high. But, not
many people know that the formula in the House bill would have a
drastic impact in other States, not just New York. For a four-person
family, the eligibility requirement would be cut by $1,000 in Nebraska,
$1200 in Iowa, and $1,400 in Rhode Island.

These States established their medicaid eligibility standards in
good faith on the basis of the 1965 law. There is no reason why the
should be forced to deprive low-income people from needed medical
care even beforethe program hasgotten off theground. "

We also think the House made a serious mistake in eliminatinm the
present requirement that the State must provide to medicaid patients
the five fundamental health care services: namely, inpatient hospital
services, outpatient hospital services, other laboratory and X-ray serv-
ices, skilled nursing home services and physicians! services. It makes
no sense whatsoever to permit the States to establish medicaid pro-
grams without physician and hospital services but including other
less essential services. Congress was right the first time. We urge re-
tention of the requirement for the five basic services.

Just a few words about child health. We endorse 100 percent the
child health provisions in H.R. 12080 which would be still further
strengthened by adoption of the very worthwhile program for medical
screening of preschool children Senator Ribicoff" has proposed in S.590.

Finally, Mr. Chairman, we come to the provisions of this bill, which
deal with our public welfare program. ilwhc

This issue has generated a lot of heat. Frankly, Mr. Chairman, I
think it is time for us to look at it both objectively and humanely.

Let us look at the facts. Let us remember also that we are not just
talking about social theories or elaborate statistics. We are talkng
principally about mothers and their children for they are the over-
whelming majority of those receiving aid to families with dependent
children. And we are talking about the most deprived, the most dis-
advantaged, the most poorly housed and generally the most discrim-
inated against group of people in the Unit States. In fact, the only
group which is even more deprived is the 25 million poor people who
get no assistance whatsoever.

Now, we know the public welfare program is a long way from being
perfect. Furthermore, the few recommendations the Preident made
for improvements in the public welfare program-the principal one
being to require the States to meet their own minimum needs standards
in their welfare paymenti,-would permit only a slight improvement
in the abysmally low level of welfare -payments. The President's
recommendations were in HR. 5710 and we urge that they be rein-
stated in the bill this committee will rt. , ' -

But the shocking fact is that the House did not even consider these
minimum improvements. Instead, it put Its full energies behind what
we regard as a seriously misguided effort to pare the welfare rolls by
forin mothers and olde, hdren not in school into what I can only
d esorie ass avery badly concetved :work and training program. And
for those who do not conform to the requreaets the penalty is de-
privation of assistance for themselves, and i practice ala, for the comn-
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pletely innocent and sill just as needy small children in their familie
All of this is capped by a rigid formula which would hold the propor-
tion of children in 'boken homes receiving public assistance at the
level of January 1, 1967.

I do not have tune to comment at length on all these changes. But,
lot me offer just a few ideas:

1. For some welfare recipients, training for adequately pyng jobs
for which they might qua ify and which they might obtain could be
the road out of poverty. But, clearly, this approach is not indicated for
all welfare recipients. -Some mothers can and should be trained for
work. Others, because of either family conditions or personal limita.
tions, would do much better to stay home and take care of their chil.
dren. This is particularly true if adequate day care facilities are not
available, and they are not in most communities. Neither can you set
up adequate day care facilities with properly trained staff overnight.
Having said this. I rant to make it clear that we would support the
provisions in H.A. 12080 for long-needed expansion of child welfare
and day care facilities if they are not tied to the punitive measures in
the bill.

2. For those who are to be trained the worst thing that could happen
is to provide inadequate training for poor or nonexistent jobs. This
means that the woric and training program must be entrusted to a
qualified agency thta knows training an how to place trainees
in jobs. Mr. .Chairman, that agency, in my opinion, is the Labor De-
partment. It is not the Department of HealthEducation, and Welfare
amd the State welfare departments which are the administrative agen-
cies for work and training under the House bill. We strongly urge that
the work and training program for welfare recipients be placed under
the administration of the Labor Department which has the skill,
knowled^ and machinery for effectively training and placing welfare
recipients in decent jobs.

3. The House report indicates that 'welfare recipients could be as-
signed for work and training to private employers and it asks the Sec-
retary of Labor to permit this to be done at subminimum wagem Mr.
Chairman, this would open the door to Industrial exploitation of a
defenseless group, the kind of exploitation organized labor has long
oppos.ed. We strongly urge this committee to require payment of the
prevail wage to participants in the work and training program and
specifically not to permit employment at less than the regular mini-
mum age.

4. In order to keep families together rather than encourae, their
dissolution, we have recommended making the program of assistance
to families with unemployed fathers mandatory upon the States in-
stead of voluntary. Instead, the House bill ignores this proposal and
narrows the possibilities to obtain needed help by making ineligible
families where the father has not had a recent attachment to the labor
force or is receiving unemployment insurance, no matter how inade-
quate these pa ents may be to meet family needs. We urge deletion
of these restiiive provisions.

5. The administration proposed a new provision for grants to the
States for temporary assistance up to 60 days for migrant workers
and their families. The House bill provides emergency assistance for
only 80 days and with only 50 percent Federal matching. We strongly
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support the original provision which will more realistically meet the
needs of migrant workers.

6. I understand that one of the main aims of the punitive pro-
visions against welfare recipients in the House bill is to cut down on
welfare expenditures. But the House report reveals quite clearly that
the very questionable measures it would institute would result in in-
creased, not decreased, costs. This is because the estimated cost of
the work and training and day care programs would be five times the
savings in welfare payments of those who would be removed from
the 1-lls. We are for sound programs of work and training and day
care for those welfare recipients who can benefit from them but we
are against expensive compulsory punitive approaches which will
harshly penalize mothers and children while entailing huge addition-
al costs.

Let me reiterate that we are concerned that the public welfare sys-
tem is not meeting minimum subsistence needs for most welfare recip-
ient& We are concerned that many of those receiving assistance are
forced to comply with complex and often degrading procedures. We
are concerned because welfare rules tend to disqualify and discourage
people in need from seeking assistance.and especially because they
often force fathers to desert so that their families can obtain assist-an1Cs

It is these glaring deficiencies in our present welfare system which
we respectfully suggest deserve the sympathetic consideration of the
Congress. The punitive measures that the House bill provides contain
the seds for continued deprivation, misery, and unrest for decades
into the futuret. us not take this backward Step. * .

Mr. Chairman, I will not presume much longer on your patience.
It would be presumptuous of me to emphasize the great responsibility
which is yours in the actions you will take on this bill.

Through what I have bee trying to say runs what I think is a
common threat--that is, we should do the most we can do for those,
who for various reasons beyond their control cannot, unaided meet
even their minimum need But the rest of us can meet their needs and
together as a nation we can help the least fortunate amongst us.

Some of them, as for example, those receiving social security bene
fits, are fully entitled to decent payments now because of whitt they
contributed while they worked. Others, usually even less fortunate,
simply deserve our help-the most, not the least we can afford-be-
cause they are fellow human beings in distress.

This committee has not forsaken the neediest Americans in the past.
I know you will not forsake them now.

The CHAMMAN (now presiding). Thank you very much, Mr. Meany.
Any questionsI

Mr. Anderson f
Senator Aminso. On page 2, at one place you recommend the

President's 15 percent then you say 20 percent is not too much. Do
you say 15 percent is all right?

Mr. MIiy. I am referrig to the fact that les thin 15 percent of
those over 65. receive -private penson payment. Is that the refenneet

Senator Amiaox. No.
Mr. MwrN. Oh, I see. Well, we recommend the 15 percent as a mini-

mumi Senator. We mention later that we think that even increases up
to 20 percent would be fully justified at this time.
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Senator ANDM8O.. You refer back to 1936, where the taxable wage
base was $3 000. Is it not true that it should go higher than $10,000
to put it on tIe same parity with 1936?

Mr. M.ANY. If you put it at the same ratio as it was in 1936, it would
go even higher than $10 000 It would go to $15,000.

Senator ANDERSON. When the Senate committee has approved a rise
from $3 000 to $6,600, you supported that.

Mr. i&NY. Yes.
Senator ANDSON. You referred on page 4 to an advisory coun.

oil and said the Advisory Council on Social Security studied the ques-
tion and recommended the disabled to be covered. Was not it true that
after they made the recommendation HEW produced some new fig-
ures, showing four times perhaps as much cost as outlined before?

Mr. MEANY. I was referring to the study they made in 1964.
Senator ANDERSON. They made the study, Mr. Meany, and then

found out the figures were not right.
Mr. MzANY. I did not know that. I was not aware of that.
Senator AxDwtrsoN. I think that is correct.
Mr. MEANY. I can check that,
Senator ANDERsoN. February, $225 million, and then when they

found out some important information the estimate shot up to $695
million. Would you not think they could be justified in making the
study in if the figures were that fa;r ap.rt? The cost was very, very
mucht higher than what they originally estimated.

Mr. MBEANY. Mr. Seidman would like to comment on that.
Mr. SE1MAN. If I am not mistaken, Senator, I believe that the rec-

ommendation was contained in their final report. Now, I do under-
stand-

Senator ANDEsoN. Was what?
Mr. SzEDMAN (continuing). Was contained in the final report of the

Advisory Council in 194. Now, I do understand that the Social Se-
curity Administration has since then made studies which indicate
that the cot of covering the disabled under medicare would be con-
siderably greater than the cost of covering the aged under medicare
and as President Meany indicated in his statement a few moments ago,
we feel that that is not a reason for not covering the disabled under
medicare, although we recognize that for this relatively small group,
the cost per patient or per person covered, would be greater than for
the disabled.1 do not know if that responds to your question.

Senator ADErSoN. I merely say that a recommendation was made
by your group and others, and made by the Advisory Council, that we
pick up this goup and they thought the estimate would be $225 million,
Administration estimate. Subsequently, HEW found it to be $695
million. Do you not think that ought to-

Mr. MrANY. I think they ought to try to straighten it out and see
what it actually costs.

Senator ANDESON. Yes.
Mr. MEANY. But, I think these people should be covered and we had

a study in 1964, have one in 1967. Maybe we can go on studying the
question, but I think at the same time, I think these people should be
covered.
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Senator ANDERSON. I am not arguing that, Mr. Meany, just so when
you recommend figures as bein% $226 million and finally it costs almost
$00 million, it makes quite a little difference in your calculations.

Mr. MANY. Yes.
Senator ANDERsox. I have nothing further.
The CHARMMAN. Senator Carlson T
I would like to notify members that that buzz was for a vote. Sena-

tors can be making their way over there and we will come back as soon
as the vote has been concluded.

Senator CmuAsoN. Mr. Chairman, all I wish to do is commend Mr.
Meany and his staff for appearing before our committee and giving us
this information which I think wll be very helpful when we consider
this legislation.,,

The CHAntm^A. Senator Metcalf?
Senator Harris' V
Senator HAwaIS. I am going to vote.
Senator M=rLF. Mr. Chairman, I want to commend Mr. Meany,too, for a very provocative and-helpful state etasatement that I

am sure the committee will take into consideration in amendments
proposed for this bill.

Now, Mr.- Meany, you suggested, what, 15 percent of the people of
America, the workers of America, are those who have additional pen-
sion programs.

Mr. That is right. At this time. Less than 15.
Senstor Mnw . Less than 15. Now, most of those people are mem-

bers of the union you represent; is that correct?
Mr. M&Ar. I would say a good many of them; yes. I would say, yes,

most of the 15 percent.
Senator Mnw . So by and large, we are speaking on behalf of the

welfare recipients and unemployed, and those who have no additional
pension programs other than social security. You are largely speaking
for the humanitarian, rather than as a spokesman for your union

.itself.
Mr. Mzwy. Well, we are speaking for the people generally and you

are right in indicating that our people are less aff e because theie is
hardly a union we have in the country now that does not have some
kind of a private welfare elan of its own in conjunction with its
employers. So, they are certainly a great proportion of the 15 percent,
which I mentioned, and even-and we say that even 15 years from now
there will only be-there will be 70 percent that will lie dependent on
social security. So, that means we will be up to 80 percent who perhaps
will be on private pensions of some kind.

Senatr MxrAx. Then If this committee should adopt one'of the
philosophies of this bill, that i less thaih standard, substandard sal-
aries, wewould return to an exploitation provision that would not only
destroy benefits that you have given as a result of your activities and
the organization you represent, but we would also destroy the very
people we are trying to benefit.
Mr. MA'N' .. 6u See, there is always a hope that you can get to the

point WheOt you do not have to put anybody on welf&r
Senator MwroA. Well hope that. ., . A
MrMzAx - That is, of course-that is not attainable but that is the

idea. Now, if you are just going to put them on welfare and work-
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train them and then give them inadequate salaries, you are just taking
hope away from them. You are just keeping them where they are. we
do not think that makes any sense.

Senator M'roALF. Not only that, but you are putting other
people-

Mr. MYANY. Bringing other people down to that level. That is what
would happen.

Senator MzrLr. Thank you, Mr. Chairman.
The CnAIna. Thank you very much, Mr. Meany: I am pleased to

see that in addition to your other recommendations, with which I find
myself in considerable agreement, you favor the measure that I and
some other Senators have introduced to try to keep the price of drugs
at a reasonable level. I am pleased to see that your organization sup-
ports that.

Mr. MEANY. Mr. Chairman, I can say personally every time I walkinto a drugstore these days to buy something I have not bought in a
few years,I come out in a state oJextreme shock. [Laughter.]

The CHARM AN. Well, I was pleased to notice that the former execu-
tive of Squibb corporation, I believe his name is George S. Squibb,
stated 'ustthe other day- e= s

Mr. M NY. Yes, I read his testimony.
The CHAMAN. Mind you, that is a man who is a second generation

drug producer. He said there is no other industry that engages in such
double pricing methods.

Now, the Squibb company produces drugs that they sell generically
at a reasonable price, but they also may put a fancy name on it and
sell it for a much bigger price. I am pleased to see here is one man who
has the honesty to come out and tell the public that you are not getting
anything better just because you pay the big price-that the product
sold by the so-called generic name or official name is just as good as
the product produced on the same production line, by the same labor
using the same materials, but put in a different package and sold
under a fancy name. So, there is ust a great amount of money that
could be saved here by buying the drugs for what the are really
worth. I think I will ask that this statement by Mr. Squibb be put in
the record at this point.

(The statement referred to and a telegram from Mr. George Squibb
fol ow:)
Senator RusszLL B. Lozmqo,
Old aestwe Offloe Bsuaditg,
WasMiston, D.A7:

I am very disturbed to hear of your interpretation as expressed In your
Finance onmittee hearings yesterday of a Washington Post article discussing
an Interview with me on the subject of my paper on pricing problems of the
pharmaceutical industry which I been discufsing with Senator Nelson staff.
I could find no resemblance to my thinking as expressed in that 38-page paper,
or for that matter In the interview Itself, and the comments you made. So that
you may be accurately Informed I am sending you at once a copy of my com-
plete statement as the Nelson committee has It, and I would greatly appreciate
your putting it into the record. I also wish to state that neither in my paper
nor outside It am I n favor of S. 2299 as It is now proposed. I an& t the
liberty of sending copies of this telegram to members of the Finance Committee.

Kindest personal regards. .-
Gacusa SuM.:-
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Devo Pazm: Tu Acuss H=m. or Two
PxAaxACbunMA KMOUVrT

(By Ocorge Squibb)
Drug price. have been under attack from

many directions ever since the Kefauver In-
vestigations. Particularly sharp have been
the critlcsms by politicians and economists
and there Is no sign of abatement. Indeed
there is renewed vigor In the attacks from
political sources as the government turns Its
attention more and more to enacting and
Implementing new social legislation provid-
Ing all kinds of medical benefits to the aged
and needy. The potential effect of the attacks
on the pharmaceutical Industry in the light
of current trends towards government-sup.
ported medicine indicates the urgent need
for a careful reexamination and reconsiders-
Uon of all aspects of pharmaceutical com.
pany operations, short- and long-term. as
well as the more specific question of pricing
philosophy. There is no doubt that there ar
developing new forcs and new pressures that
must be carefully studied and understood if
the Industry is to contlnue-progressive and
productive-making major contributions to
the medical knowledge of our times.

It has been pointed out In recent weeks
that since the first attacks launched against
the Industry and Its prices In 1"9-1061 by
Senator Kefauver there has been no essential
change In either the price structure or the
profits of the leading pharmaceutical com-
panies. Apparently the Kefauver InveUiga
uon failed in Its avowed purpose to lower the
"ot of medicine In the United AtAts. As
WIunlr NelO,,1 polluted out In the onatle CI
Juno 13. 10, "Nvon though Inquiry Into
drug prIs" the late -en-o KefauMe had
the result of strengthening the regulatory
powers of the Food and Drug Administration
It seems to have had little effect upon the
shocking profiteering that goes on in the
drug Industry."

There are those In the pharmaceutical In-
dusLry who draw confidence from the fact
that prices and profit. have held firm In
spite of the varloin attacks and highly un-
favorable public attention absorbed by the
Industry. and who rool therefore that these
latest blasts need not cause major concern
particularly because they are based esen.
tally on the same data and the same prod-
uct and ompany examples which Kefauver
used originally six or seven yeats ao. It
would mm that this opinion may lead into
serious difficulties it It is followed by the
majority of pharmaceutieal houses because
It falls to take Into considerat on a whole "t
of hew cIrcumstances which have only come
Into existence the lost eighteen month or
so. The basic new fact is, of course, that now
the government Itself under its Medicare
porama must pay a large drug bill. It now
has-a direct Interest In the price charged
for drugs, and any proper eonomies that am
be made are suitable matters for attento.

It will be our purpose here to examne In
detail and objectively the situation In which
the phrmaeutal Industry finds itself as
It faces the nttwoyss In Which me
legislationt affectMn It will be introduced at
federal and stat leOel than has been dfns
in anl history, and in which more words

mostly unfavorable to the Industry. will be
spoken than ever before, and In which a
whole new set of operating and regulatory
conditions will apply for the rat time to
complicate an already dilfcult situation.

The basis of all attacks on the pharmseu-
tical Industry is "high" price, and from this
starting point many other sorties are made--
against drug patent.. price rigidity. adver.
tisng, nomenclature of drug products, sub-
stitution laws, detail men, and many othei
opersUonal procedures of the Industry, sad.
of specil recent note. of the entire drug dl.-
tribution system Including the functions at
the retail pharmsat. However, the starting
point for every unfavorable crlUdism Is
"high" prices. It is essential that the strong
light of analysis be thrown on this am be-
fore we can move attention to problems In
other narrower applications.

It should be understood that there are two
separate and distinct approaes1 to the at-
tack on "high" prio.-fir*t, against thoe
products which ar marketed as "brandS"
of chemical compounds which -re available
non-branded from many different soumc
without restriction as to patent or license
or new drug status, and second. against
those which are covered by a Patent and

-generally available only from one manufs-
turer or his licensees. Pricing for these wo
types of products must be distinguished be-
cause they ae subject to completely dif-
ferent ratondes, and need not ie and fall
together. Indeed there seems to be no con.
necUon when all the facts ae understood.

Drug prices for products In the firt cate-
gory chiefly are "high" In relation to prices ot
chemically coamarable non-branded drugs
on the market. When the charge of "hgh"
or "exhorbitant," or "fabulous" or "umcon-
soionable" or 'shocking" Is made against the
price of the product It is always made with
the simultaneous quotation of another much
lower price for a purportedly similar or even
Identical compound with no brand name.
Those who me critical ce drug prioe rarely
analyse absolute price in terms of per diem
sat to the uatient. value In reliaton fs a.
ternate procedures without drugs, or in tarm
Of comparatve expenditures In other area.
It Is simply pointed Out that the -WmM
Utiinil" sA be obtained M greatly less eas
per uabe, per user per does. -

Tbere Is no quo at aU that 81 10-
Inge ar very great as I -I in the tables
And arguments offered aWong theo lines,
Whether or not the "same thing" Is Involved
to of *oUfs quite another matter which will
be discussed In detail later. An analysis of
the pricing alone Is called for'at this point.

Very brand-name pharmaceutcal product
bearm on its la)el In promtneht display the
common or chemical name of Its deuve In-
gredient Or Ingredients. This ts by regulation
both' am to prominence of the words them-
selves and their location on the package.
Thee words are the sme as appear on non-
brafided ppoduets for the particular com.
pou nd. There can be no doubt that the dif-
ference in prce is -relatd to the read name
and what that brand oostributes to Its prod-
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uct in consumer acceptance. It must be rec-
ognised that all brand-name products not
covered by patent or mArketed under an ap-
proved New Drug Application are sold in the
market against many non-branded products.
These brand-name products have achieved
a high degree of consumer or professional ac-
ceptance at the prices established for them.
Whether these arc real or unreal values, and
whether this acceptance comes from Ignor-
ance or from sales pressure will be discussed
later, but there can be no question that

'there are many who ar willing to pay a
premium for brand-name products. Both
brand-name products and non-branded prod-
ucts exist in the same market. The extra-
ordinary thing is that they do exist with so
great a disparity in price.

This paradox seems to be the thing that
catches the attention of all students and
critics of the drug Industry. In all fields price
differentials exist among generally similar
products. Top quality, de luxe, or specially
packaged products of all kinds are marketed
at higher prices than their plain or standard
counterparts, but the difference n price is
seldom more than double If the more expen-
sive Item is to exist for long. and never six- to
ten- to twenty-times more as is often the
case among the cited products In the drug
Industry. These unparalleled differences in
price for commonly labeled drug products are
tho chief targets for attackl; not the mere
fact that there ar differences. It has been
stated many times by critics of the drug in-
dustry that they would expect brand-name
prices to be higher than those of non-
braded products because of the added ex-
penses assumed by suppliers of the former
in research and product promotion, quality
control and distribution. It is the sire of this
differential that seems to be Inexplicable by
any normal standards of acounting or com-
petitive operation a seen In other industries.

It Is clear that brand-name products of
generally available chemical compounds are
often priced much higher than non-branded
competitive products. Why this is so is worth
examining because It is the basis of the
charge that somehow the drug Industry op-
erates without the beneficial competitive
forces of the free enterprise system.

What keeps sales volumes of the" higher
priced products at a satisfactory level In
spite of apparent extensive competition? Is
It the nature of the market for which these
products ae produced, or is It the result of
unusually successful promotional proce-
dures? Or is it some other forces, hinted at
frequently in legislative rircles, which might
arise out of conspiracy or false advertising or
coercion somewhere along the line?

An examination of the leading products on
which a largo price differential exists In the
market place shows a number of significant
points. Taking the latest list as published In
the Congressional Record of July 20, 1900 by
Representative O'Neill and comparing it with
thcse products covered In varlos parts of
the Kefauver report it is notable that except
for some Items coming on the market reo
oEntly all of the Kefaliver-eiui0i lleft Are
resnt In the now list. A close atudy revede
te price thang.-Sales volumes, however,

ae, reater sinfc 0I41 In many cases. Co .
petition, at least In terms of the number of
products bearing s-ne chemical naines as
the branded Items. Is very substantial. Chek.
ing ned Book pages shows that there are
about 89 suppliers of RAIwolfla Berpentina
tablets competing with Squibb's Rod Wn,
76 suppliers of Dextroamphetamlne Sulfate
versus Krs Doercdrinc, 85 suppliers of
Secobarbital Sodium versus Lilly's Secon
Sodium. and so forth. How many of these
unbrnded products are available at a given
moment at a specific place has never been
determined, but it is certain that any con-
tinulty or use of a particular manufacturer's
product would be impossible with many of
them without advance inventory buildup.
However, It i certain that the existence of
a brand-name product does not deter the
introduction of a non-branded competitor.

It Is clear that the market price level as
established by the brand name leader holds
" fine umbrella over those who wish to make
a product entry. It is clearly profitable for
many manufacturers to supply products at
a considerably lesser price than the leader
in many drug markets. Nevertheless, while
their research. production, and particularly
selling and distribution costs are not as
large as the brand-name producer's, the
ratio of such costs to the price received for
their products is in most cases much the
same as for the brand name manufacturer's
products. This fact must be borne in mind
when the question is asked why the non-
branded product has made so little progress
in spite of the large price advantage It often
has.

Several reasons are suggested for this lack
of progress: First, the physician can't re-
member generic names as they are too long
and complex; second, the physician doo not
know that the cheaper products exist be-
cause of lack of advertising; third, he knows
they exist but is convinced that they may
leave something to be desired In quality;

o rth, he knows the cheaper product exists
ut is not persuaded that the price differ-

ential is worth any risk of low quality be-
cause such price differential, after It f priced
out on prescription and then on a per diem
dosage basis I small; 1ith, general avallabil-
Ity at all points of the brand-name products
and the certainty of continuity and Identity
of the prescription when refilled.

Whichever reasons are accepted for the
dominance of a particular brand-name prod-
uct, it must be basically because either the
price difference for the patient is not great,
or the physician doesn't think It is great
enough to be of tgnificant.

Another alternative, that of lack of avail-
ability to the physician of complete, or even
proper information on drugs, is getting more
attention in recent months by some govern-
ment authorities who look at it as the most
logical explanation for the fact that the
more expensive brand-name products not
only exist. but actually are used much more
often than not. While this point of view
seems to be unrealistio-in terms of a physi-
cian's profeional and technical training and
his continuing need to prescribe ard use
drus In his practice about which he must
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have basic knowledge-In the light of sey-
erel recent developments It must be given
careful thought.

To examine the poessblitlto In order-a
study of prescription prices of brand-name
products and their comparative non-branded
competition showb that there aft often sub'
stantIal differenfs as te table show

BRAJODD VUS GENtRiC PRODUCTS

Prost Averse" eessiar 0

UrS p... .....

lhbo;N w l ....... . 2.71 ILI

kmwi,i,, i 4 .......Tettawh 250s. .... 2...
e" ts s ...... 4 "I 2,1Ferro*& sVat, hdw ...... Ik

Salto 400

C% KO,00Us0b. 214 LMe 1.1

At v ious times Industry representatives
have stated that "only pennies" per day Is
the measure of the differences, or have tried
to minimize the effect of these figures with
arguments that compared with other medi-
cal costs prescription prices are small, and
" minor percentage of the whole. This Is not
a satisfactory approach and does not In
truth answer the pOnt raised that brand-
named products frequently ost much more
than comparsUve non-branded Items. -

Assuming that he Is aware a these higher
costs for brand-name prescriptions, does the
doctor continue to prescribe them because
he believes that price ts of no concern oom-
pare to getting the exact medicine he wanted
for hi patient, or does he believe the differ-
onces re not great enough to be of sligil-
eance? it would appear that he is generally
aware, without knowing o"at figures, that
brand-namo products frequently are more
expensive for his patient, but this doss not
deter him from using thor. While this may
be duo on occasion to lack of ready familliar-
Ity with chemical or non-proprietary names,
It Is probably much more often due to a
feeling that It ipnply Is better practice to
prescribe a known quality product. '1",4uay"
must be taken to ickudo not only standards
at purity. uniformity and safety, but also a
consistent level of therapeutic emeacy which
can be relied on- ovei the full extent o the
product utilization.

While It can not be denied that there a
quality drug sold'under the chemical name,
It Is also well established that there are poo
ones. The physician has no knowledge, more
often than not, of where the prescrption
will be illed. It Is natural for hi to try to
be as precs a possible in his dru usae.

xperieone has tught him the aoeptabIlity
and efetiveness of certain shapes testes,
and formuloiatkl of particular ph0asrnm u-
tMal products. fhy gamble W~th the poedT
ability 'of soehigdlorjsqt? 2Ve Price

advantage does not offset therapeutic assur-
ones Insofar as It can be obtained.

it would appear that basically the medical
profession has not been convinced that al
drug products hearing the same chemical
name are like. Indeed It Is doubtful tha$
even the harshest and most vociferous critlo
of --"lh- drug prices would be wMing to,
have hi family swallow the lowest priced
moeston he can find oan the market, and
by thi attitude he admits that thet at
least oould be a diffeence. Therefore It
senms that In spite of oompotition on a prico

bIs. where drug are not covered by a pat-
entor lticens or & New Drug Application the
medical prossion b not per aded that it is

D* jiptents advantage tO UfW7MV
branded medicine, all things taken Into con-
slderatton, and therefore a specOl selection
for the patient Is made In moat Instanoes
from among the products available.

There Is now underway at several levels of
government an effort to organize mateial to
persuade or Inform the physictam to the con-
tray-that (a) there Is a cost advantage In
using non-branded drugs, and (b) there are
no -other offsetting disadvantaUges. Many
words have been and will be spoken to this
end, most of them by sincerely motivated
men speaking from lack of knowledge and
appreciation of all the factors Involved In the
manufacture, distribution, dispensing and
use of medicine. Also some words have been
and will be spoken to this end by Inincee
men and demagoques who use the emotional
content of lllness and Its cost to further
their own purposes, mostly political. Ignor-
lg for the moment these last, and assuming
the sincerity of those who believe that all
drugs, are alike either because of natural
causes, or because of government regulation
and supervision, or because of the emential
goodness of monkind, and that physician
Just don't know It, It Is not. too diicult to
establish the posflbildtf of real differonces
from which It would follow that the risk of
such possible differences existing In practice
would have to be discussed. In the context of
medicine mid the canditions under which It
to prescribed, which seem to be funda-
mentally requisite of the avoidance of any
unnecessary risk no matter how emall, we
begn to shape up an approach which estab-"
lshes a risk vs. cost basis which applied In
the direct, personal terms of medicinal usaeo
can be the beds for the fnal Judgment of
"hlh" costs.

-What actual coss are we talking about on
the pharmacist's dispending counter? What
risks are we talking about In terms of exist-
Ig oounterfelting, diversion of nerchandios,

lack -of uniformity, process and production
oontrol. woor work. unskilled labor. unsanl-

ty or1 S-eiluipped prOduction facilities, lack
Of product reapOnslbiUty and liability, etc.
et? Who ar-we talking about-the well or-
the sdck? The strong or the weaklt
. In the pra cc relty of the drug di

tribution procedures In the United States
there ae many ftorM possible, and deft-
nItely known to have existed on ocaldi
that ran affect the drug before It reaches Its

ltimste consume-the patent-la relation
to Its, ost, identt y, quality, and effective-
nSs. Ila the,= mretPlace it _ay given
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moment there a e outright counterfeit drugs
made under appalling conditions, Are. or
food-daaeod drugs, drugs damaged by
faulty sto4p. outdated drugs, contaminated
drugs that have been exposed to improper
handling, and Ist. but not necessarily by
any means lesat, there are drugs so cheaply
ad poorly made that they can' not In fact
meet any standard. Just how much of this
materials on hand In a given city at a
given moment can never be proven, but study
after study shows the reality of all such con.
dtions prevailing to some extent. Al1 manu-
facturers md wholesalers handling drug
products In their distribution systems have
run into practices over the years Involving
the counterfeiting, theft, Improper handling
and detlorti/on of drug produce. All have
seen Interior, dirty and certainly question.
salezteorandIse offered for sle by ive.

Is I dW unethical distributors. All of
in$osof ico6L. state end federal rev.i

mtars A"d polin Wofrts.
The deree to which those o6-di-"sh et

can be minilzed, And Indeed in the overall
volume of drupg dispensed annually they
represent certainly a tiny fraction, but why
take any more chance than Is necessary to
expose a sick or weak or infirm patient to
this sort of danger, Specification of a brand.
name product does not eliminate all possi-
ble hazard, but It does help to control some,
and this appears to be Important to the
physician. Of course, added to the reductlofn
of the danger of obtaining Impotent or even
deleterious drugs, the physician by brand-
name selection does assure himself and his
patient continuity of product and regularity
of therapeutle effect.

it ts therefore clear that there can be real
differences In drugs and that this has been
established without doubt. The question of
whether these differences In the context of
the products used me worth extra cost to
the patient, and it so. how much extra cost,
Is the central point. Clearly they are worth
something. It is rowing Increasingly doubt-
ful It they ae worth the large differences In
price that now exist compared with the
prices of other chemically similar products,
and If such be the case, sales of brand-name
products will suffer accordingly. The fact
that these lower prices may not be con.
sistently passed along to the consumer by
the pharmacist Is beside the point when de-
bating the Issue In legasOltve chambers. If
necessary, and It seems Increasingly ortain
that It will happen, corrective steps can be
taken to be sure these prices are In fat
reflected In the cost of the prescription Itself.

One of the diflcultis In establishing the
proper cost f6t medicine has been the nature
of the arguments Advanced for justifyln It.
Most of them have not been sound and
have essentially stayed awsy from the real
economic facts available to all.

The pharmaceutical industry marketing
brand-name products can not lay sit of t
higher prices to research expense. The flg"
for research as a percentage of sales dollars.
or on profits before taxes, or by any other
measure do net justify a claim that the price
differential between branded and non.
branded products i due to research on the
former. Some of It Is, no doubt, but ost

must be taken to be realistic and factual iA
assessing the effet of research expenditure
The Ketauver report states, and It has not
ben successfully refuted, that "'Even under
the liberal Interpretation of 'research' al.
lowed by the Internal Revenue Service, re-
search costs of the twenty major drug com.
panics represent only 6.4 percent of the total
sales dollar."

The Industry can not cite Its risk from the
uncertainty of tesearth results or from prod.
uet obeolescene s the reason for the price
differential. For some of It. no doubt, but not
much, because year after year the profits of
the Industry are far above the average foe
other major Industries and currently appear
to be tmprovlng rather than worsening. The
"risks" of the pharmaceutical business seem
to those outside It to be pretty ephemeral io
view of the Impressive profit performancos
of the last two decades. Indeed it Is the con.
sensus of the Industry's critics that more
risk Is needed to make It more ssnsltlve te
the normal Influences of competition.

The Industry can not use nearly as torc.
fully a It once could the argument that the
price differential Is due to better manufac-
turing procedures, quality control, and gen-
erally more careful and therefore more ex.
pensive production all the way from the con.
ception Of Its formulas to their Anal distribu.
tion. Some of the differential Is due to this
but how much? The Ot of goods for the
leading pharmaceutical Arms Is a well known
tact, and Its relation to the sales dollar and
to other operating expenses ts too well s-
tablished to use It as an argument for any
extraordinary pricing levels. And then too
the best pharmaceutical Arms have ben
having widely publicised product troubles in
spite of all of these extra quldtyaind pro-
ducUon safeguards that have cost so much
money.

On the other hand, those engaged In try-
Ing to establish In the minds of physicians
the equivalency of all similarly labeled drug
products have a stevdtly Improving ground
for argument. IDA Inspection has been In-
creased, good manufacturing practice regu-
lations have been developed, new standards
have been set In assays and new higher fre-
quenels of Inventory Inspections are utill.
Ing these essays. More drugs a batch re.
leased after advance PDA examination and
approval. Negative controls a no doubt bet-
tr than they were five years aMm. In theory
at least all manufacturer* of drugs are sp-
proaching a standard for product quality un-
der government regulation and supervision.
However, because of the Inevitable gap be.
tween the theory and the practice of such-
controls and the need toe extra care, higher
standards, and therefore higher pricm than
retired government standards is not
widely understood, and certainly not accepted
by the critics o the Industry, The pharma.
eutlcal trade assoclations will be giving

more attenton tO explaing the signftcance
and'nceseity for better products than the
government requires Under' Its minimums.
The public should know that there is ho
such thing as the "pered" drug proud.
improvement Is always desrable and im.
portent in many ways, and essentiallyJt Is
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only the brand-name minufacturm who
are working along thee lines.

Oenerslly speaking. Industry's aruments
for the price differential fall not because a
need for differential is not explained, but
because the ee of the actual differently
an not be justified satiu ctorily. Up to this

ntIn time, however, physicians have not
nprsuaded that the differences In price

warrant any loe utllsation to a significant
der, of brand-name products, or the sub.
situation of non-branded Items. How long
this will continue Is of courIs unetain. In
view of the public att currently being
made on this ooncopt. and te itntion
that It I rociving In legislative, regulatory
sad medical drles, It would appear Ut
major ohauge In atttude are Mly
relatly soon.

7Th Second ar fo the "h pc at-
tack on the drug Industry Is against thos
Items marketed under a patent or license
arrangement, and tor which there Is no non.
branded competiton on the market.

Any criticism of "high prt on such
Items has quite different reference points
than those discussed previously for products
which ae widely available non-branded.
SIn this Instance, the "high" pries charge
Is based on one or mot of several potnts-
a comparison with pies charged. for the
same product In foeinmakets outside the
=tnt or Ilcnse: a comparison with I-

lany mi and comparable (but not the
same) Items sold In the Unlled tates; a
knowledge of actual product manfturIng
cost; a knowledge of promotion cos: knowl-
edge of Industry profits; and lat but by no
means least, the gonera feeling that Oy
costs for Illness that Include a profit tor
anybody ae subject to sharpcritical ea.
Ination.

The volume of pharmaceutical prducto
sold under patents or license anemento
ts the major par of the prescription se
dollar In the United Stats, and ereor
"oft prices have received a great del of
attobtion at the le1giativ level satng
with Senator Keftuver and continuing down
to Senators Long and Neleon currently. They
hae alec recetvid critical exainination from
many acadomo viewpoints, from economists
andw nltr In the mia field, as well A
others Who hav seen an Opportunity tOC st-
lolt them for their'poal Publicity Co

"amg on many ltical a nd Isec
economc bea~in h Ind"s"r bas mt
"Ie- successful In haltng the attalcs, but
on the other hand ho attacks to date hee
not had much effort on the industry in terms
Of lessened prices or profits, or changes in
opmtiol procedures. Whether this stand-
offcn c niUnue under curent condition
an4 for how long is of course the dominant
Issoopt hand.-

It, would sim prlable.that -ittack e
against prices on patented ,or licensed prod-
ucts would have little effot on phannateu-
tIc operations. generally It It were not for
the emergene of govrnmentspending as a
majr factor both in the support of medical
resarh 4 and the 0rot purchase of mei-
cies under terms of Ipl XVIII. *f
1104icare. 01d th net SUPPOvt Of s#tt

welfare pians under title XIX of that legis-
lation.

Until the economic "spots of Medicare
with t4 vague but surely enormous budgetary
requirements began to come under legislative
scrutiny (Incidentally, only alter the le5la.
tion tilt was adopted) the government was
devoting its attention chiefly to the Issues of
drug safety and efficacy without particular
regard. It might be said. for the effect of such
activity on the cat of drugs to the public.
The overriding need in the minds of the IDA
aid asoIated government bureaus wae for
"te and effective drugs, and for proper pro.

coduree to develop them for, and aintalnt
them In, the market place, While there e
overtons of eonomlo evaluation of drugs in
many of the program of the FDA, basically
ttiMr approeh to their regulatory functions
has been through the scientific sod medical
rout.

- wever, now that refieinils rowing
every day of the actual and potential eOSt
the government of Its c0mmitmentS to health
programss for the le I total. IiIstos
hav oseed upon the plh" c of dr
as an obvious and my aM for economy.
The data for their efforts in this direction
m already In the reoor for them to a il
extnt, an they am accumulating new ms.
tenal following eloeely the general gUidellane
laid down by the KefauVr investtion.,

At the present time there sem to be the
defi te and separate methods to ge At the
"high" price .of patented or licensed dn
products, pist, to etk the patent system
Itself; second, to charge Illegal acts under the
antitrust laws to the Industry; and thirod
diret altak on Intra-industry procedures
which can be claimed to contribute to "high"
price.

in the attack on the patent system itself
numerous and varied arguments have been.
offend a1 the way trom questioning the
basic premise on which patents have been
historicaly Manted down to an exhausiv
nalsis and comparison, Of 1each rMults

under govorambtal systems with and with .
out patent protection tor new dloeies.
While the appears to be om substance In
the debate on t1b rgies of the United
States, tat law,. and whether or n-o it
might be mnoded tO good public adfatagW.
the most telling argument 41 all to bring
about new rume of the famt Is the ever-
Incea~ n and major role that goveUUent-
fnanced march to playin#n t loAdln to te
IMnMe of Patent. V t" tu _ e on0-
tributes tO %Me creaton Of as SNe PAtentAbl
drug or drug manufatcurlng process why
should ai exclusive patent be pan6ed one
prod iar to eXplot l. knowldge f hi
Mwa b .fitJ Thisqusetlon has been asked
loudly In legk stve hs eand wll continue
to be piess until a satisfactory asUwe i
given. A stc answ In this ae

e7 will Sirol government dos And
0on41o Over what It pwy for, and this t "tove
*)eame iii the ows of p at In the heath
UN. where th00 publi .wa Is Involved.
and w I e pere an emoti In.0
volemut of I* dividue pe ,raws Strong.
fl esemo yery eeslbie tht Wil be eOm
patentla I4r ( esn e)f1ayels

an~a mw one aegemus ieng
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at the least, and outright government owner.
ship at the most. for those areas where gov-
ernment money bas been used for research
and development expenses.

It seems quite apparent that modification
of the patent law to restrict, limit and even
deny such rights In the pharmaceutical field,
and thus create the opportunIty for the mart-
keting of competitive Imitations much more
widely than Is now possible, Is a really strong
and potenUially serious threat to the opera.
tional plans and programs of the Industry.
Reaiostic consideration must be given, point
by point, to the documentAtion of patents in
the Industry as spelled OUt In Chapters 6, 7
and 8 of the Kefauver Report, with the new
fact very much In mind at all times that no.w
government is often paying for a lauge part
of medical research. The Industry can not
have the cae of direct government financial
support for It. research achievement., and
the enjoyments of eating that cake In the
form of profit beyond average levels.

The government attack on "high" prices
through charges of antitrust conspiracy in
the pharmaceutical industry has been heavy.
persistent, but generally Inconclusive as well
as obviously ineffective In the pricing ar.
A great deal of time and money have been
spent by both sides in attempting to prove
and to disprove antitrust charges that might
much better have been utilized In other
activities no matter which point of view is
considered. It is worth noting that to date
the government has generally been unable to
show violations of the antitrust laws that
go to the heart of the pricing problem, and
It is quite unlikely that they will be able to
In the future for the very simple reason that
such violations do not exist. This approach
-to "high" prices Is not and can not be effec-
tive from the government viewpoint, and
only damaging from the industry viewpoint
to the extent of adverse and unfair publicity
given to unproved charges In the public
press--publictty which later on when charges
are thrown out of court Is quite lacking.

gettingg at "high" drug prices for products
covered by patented or licensee by exposure
to public view of the Internal procedures of
pharmaceutical firms In a variety of ways Is
perhaps the most significant approach to the
situation at present

This method probably results In moe
damage to the public Image of the pharma-
ceutical Industry than any other, although to
date It seems to have had little effect on
the actual operations of Individual com-
panies.

Almost every phase of the industry has
received critical attention. Profits have been
Compared with those of Other consumer goods
Industries as well as with these of heavy
industry and a variety of non-related bust-
ness activities. Pharmaceuticals profits a
high by any standards, When uch compai-
sonse made there is rarely Anything more
stated than the figures themselves which are
offered as proof that pries could be out and
still permit a return considered normal In
most other major industry area. Sales cost@
have received especially ele scrutiny ad
Critical analysis. The detail ma-n although
generally conceded an efective saes pro-

ducer, has been attacked U to his cost, his
objectivity In a field where the responsible
Imparting of accurate information Is essen-
Uial, and as to his method of doing the sales
work Itself with use of samples, "gimmicks,
and personal pressures for his physician cus.
tomer. 1here can be no argument that "les
cost. are high as percentage of sales dollar
when compared with other Indutry. Adverth-
Ing in medical journals and other publIca-
tions, and through the mall, has been criU-
cized both as to Its content and Its Volume.
The FDA has attacked sharply a few pre-
scription product advertisements receiving
Considerable publicity through its methods
of product selsure and press release without

_ocurrm$ opportunity foe the indut at
the firm Involved to explain Its position. The
FDA also has moved enrgotIoAlly In the pub-
licizlng of product recalls of Impotent. con-
ttaninated or substandard products. Tere
also have been speeches, surveys, and hyper-
critical analyses made by various authorities
in and out of government which purport to
show Insufficiencies and failings In pharma.
ceutical Industry claims for the quality, ef-
fectIveness, nad reliability of their product.
Borne of these debunking efforts have been,
to say the least, Inaccurate, unfair, and on
occasion quite misleading, but on the other
hand there have been a number of clear-cut.
failures within the industry upon which can
properly be based substantial criticism. It
does appear, however, that a few mistakes, a
few shortcomings have been exaggerated be-
yond reasonable levels to smear an Industry
whoes performance generally has been excel-
lent.

The research efforts of the industry have
been attacked on all fronts. Their.balo re-
search goals have been challenged as Inig-
nificant, duplicative, and wasteful of man-
power and money. Their effectivenses as to
the discovery of new product. has been ques-
tioned, compared with that of Institutional,
government and foreign labomtorie. Their
relationship with government research have
been seriously criticized In the area of
patent utillstion ad exploitation.

In short, the research, production, and
sales uvities of pharmaceutical Companies,
a@well as their profits, all have been subject
to th most vigorous public examination,
usually In a sharply critical climate, of that
given to any Industry In recent year Prob-
aly scrutiny is the most detailed and
at the same time far reaching that has ever
been g8v n to any Industrial group by such
a wlde variety of examiners from the pres
from academic life, and from the govem-
ment.

The publicity given to Industry procedures,
profits, promotion osts, and comparetive
fnanel da of all kinds exposes no WOega

or Improper activities per me The Charges of
too much advertln-too much sale pres-
sure--too much prF.tel semtne h
real qust.-' should there be some limits-
1on Imposed r without to the opertions
of +the pham uaceuti1l business" Anyone
can run his shoe business or his farm ma-
chinery business any way he wants to In
terms of new product activities. production
procedures, or aoes ost, but a this be
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permitted In the pharmaceutical business
when products r involved upon which de-
pend the nation's hoath? Anyone can make
all the profit he is able to in the furniture
business, the food business, the automobile
business, but can this be permitted In the
pharmaceutical business when that profit
comes from prices on products used to treat
Illness? More than that, these products are
required for illness, which can a&Mlet every-
one no matter of what economic status, but
which more often than not Is the particular.
burden of the poor and undernourished and
aged segments of the population.

It is squaly on this point that the In-
dustr today must do Its most serious think-
ing. Is there somhe kind of special responsi-
bility inherent In the nature of the product
and service It supplies that requires the
limitation of price and profit by some MRtifi-
cial standard? And If so. by what standard.
and who shots It? Would the Industry be
under attack today It its profits were on the
average of all major industries or if its ex-
penses for selling and distribution wer more
In common proportion to those found gen-
erally in other consumer goods industries?
The iswer Is Vrobably "Yes"--although in a
different way, and with emphasis more
clearly given to the soia responsibility con-
sept rather 1han to the out-of-the-ordinary
prooedr =4 rmdtel of phamaeut/eal

M h e has not acepted oo "o
It has been amigned by those economists
who are developing the theory of "welfare"
capitalism as opposed to the older brand of
"lIses-ftire" capitalism. The indusuy does
not look upon Itself as a special contributor
to the "welfare" state with social response*
biilties of a nature different from that. let
us say. of the food Industry. Up to this point
the industry consists of Individual corporate

entitles trying to do the best they Can for
their own stockholders. Their efforts to dis-
cover and market new drugs, while holding
on to sales volume on already existing prod-
ucts. follow the patterns set by all private
enterprise. It is true their efforts duplicate
each others. their products often overlap.
their males pressures are strongly comnpeU-
tive. and their prices are related to what the
market can bear, but this also can be said
of every consumer product industry. Phar-
maceuctical companies are subject to the
same antitrust laws "s all Industry, they
comply with regulations by local, state and
federal governments, they contribute to edu-
cational, professional and trade activi.
ties within the scope of their interest, they
buy, sell, and carry on manufacturing and
research activities s do all Industries, vary-
Ing only in degree. Is there some reason for
these practices to constitute "inmoralty"
In the drug Industry while betng normal
business practice everywhere else?

I It Is hardly to be expected that pharma-
ceoutcal Industry leaders will espouse the
cause of profit limitaion on a voluntary
basis and yet It is surely moet important
for them to understand the thifldkng of those
who sincerely feel that such limitation must
be Imposed for the public good In the welfare
state. To the extent that "high" prices con-
tinue to provde the basis, or excuse, for
legislation and regulations which In the long
term will have an dvrere elect on his or-
ganization, a phamscutical manager today
must clearly ee the choice that lies before
him. He must acept the fact that his in-
dustry indeed cares a high degree of social
responsibility or he an see that social re-
sposdbillty spelled out for him slowly but
surely by legislation peescribing more and
more of his operations, and taking ove more
and more of the functions he now guards
so fiercely.

88-us 0-41?-pt. . 5
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The CHAiRMAN. Mr. Meany, we would all like to ask you some
additional questions and compliment you for your statement, but we
are voting now and I am the last holdout. Thank you very much for
your testimony here. We Will be back in session at 1 minutes of 12.Thank you very much.

(Mr. Meany's prepared statement, with attachment referred to
previously, follows:)
S TTUMNT of Gnoe. M EA PSwENT, AMminoAn Fs r,.nox OP L+oaW AND

OOozMss Or INDUSTRIAL OMANIATIONS

My name is George Meany-and I am President of the American Federation
of Labor and Congress of Industrial OrganIzations.

We appreciate the opportunity to appear before this Committee to present our
views on pending social Security legislation,- I have attached to my statement the
statement on this bill the Executive Council of the AFL-CIO adopted Just last
week.

The long-standing and vigorous support of the AFL-0IO for Social Security
improvements is well known 't" this Committee. As representatives of nearly
14 million workers and their families, we recognize the enormous contribution
,this program has made to the Improved welfare of all Americans. Today, we
come before you to testify concerning basic changes that are the, most Important
this Oommittee has considered in many years.

The AFL-OIO hag advocated more far-reaching Social Security legislation
than that"prposed by, the Administratlod,. We were, -therefore, dismayed by the
severe eu b Msade even in those modest proposAls by the House of Rtepresenta.
tives. We hope your Committee will recommend enactment of -at least the pro-
posals contained In H.R. 571O and that, if possible, you will go even further.

I think -we can all agree that benefit increases are long overdue. The question
Is how much of # benefit increase Is needed. We feel the facts show It should be
considerably larger than the Increase passed, by the House. '

As poverty hu become an issue in our country there have been a number of
attempts to define it. The poverty standard Is about $1500 for a single person and
$1900 a year for a couple. Even maximum Social Security benefits do not exceed
these levels by much and adi overwhelmlnk majority of benefcliares receive less
than the maximum. On an annual basis, the average. eneflt for an individual Is
ouily about $1008 a year and about $1716 for a couple, well below the poverty
line.

The Bureau of Labor Statistics made a more precise effort In 1959 to measure
poverty based on a "modest but adequate" budget for retired couples living In
twenty selected cities. The median budget was even at that time $8000 a year
in a large city and $250 in a smallerone. This bipdget is indeed a modest one-
about one-half pound of meat and less than two eggs per day; three dresses a
year (including house dresses) for the wife and a new topcoat for the husband
every nine years; twenty percent of the couples were assumed to have a car
which they could replace only every 7 or 8 years; four local bus rides a week
for the couples that didn't have ears; and one movie every four weeks.

Even without adjusting for the cost of living increase since 1969, thee budget
Afie are far in excess of benefits received by most Social Security benefiasries
and, In fact, exceed the total income from all sources of the large majority of
aged couples.

The bleakest standard of poverty is the Department of Agriculture "economy
food budget" based on minimum nutrition needs at a bare minimum cost, It Is
a bere bones budget-20-25% less than the Department's low cost plan which
traditionally welfare, agencies use as a basis.for determining food allotments
for needy families. For example, the budget allows roughly 22 per person per
meal. Even using this minimum budget, an aged individual (non-farm) would:
require an income ot $1470 p6 year and an aged couple (non-farm) about $1850.

I know of no reputable authority who has deftined poverty In any lower mini.
mum figures. Yet the a"rage " al Security benefit does not equal this level
for either non-farm couples or single persons. More Important, the 1003 survey
of the Aged showed thit the total income of a majority of single persons and
close to 30% of all aged couples was below this bleak standard.
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Social Security benefits have been Increased five times since 1940 but these

Increases are lea than the rise In the cost of living during that period of time.
For more than 20 years, social security beneficlaries have been fighting a losing
battle with the cost of living. The 88% Increase In the Consumer Price Index
In 1900 was the greatest In 15 years and the first 7 months of this year give
every Indication of a similar Jump this year. Instead of reflecting our Inereasing
standard of living, the real value of social security benefits has been eroded by
the rising cost of living.

Neither of the two most recent Increases in 190 and 1905 compensated for
increased living costs since the previous benefit Increase. This Is particularly
significant since 90" of retired beneficiaries on the rolls retired since 1954, the
year of the increase Immediately preceding that in 1959. The average monthly
benefit of a worker retired In 1954 was $00 and benefit Improvements in 190 and
105,totalling aobut 15%, Increased this to $76. It would require a benefit of
about $82 to purchase the esame goods and services by the end of 1906. Tlo keep
pace with wages, the 1954 retiree would need about $104 or an Increase of 87%
over the present level.

What about other sources of Income of the aged In addition to Social Security?
The Social Security Administration has Just published Its final and complete
report of Its 1908 Survey of the Aged. The study clearly shows that generally our
aged population has Insufficient Income from all sources to meet essential needs.
Obviously, the only benefit Increase since that time, the 7% Increase in benefits
In 105 since it did not even restore lost purchasing power, did little to Improve
their economic situation.

Social security benefits accounted for nearly a third of the total Income of the
aged. Some beneficiaries did have Income from other sources, I.e., wages, private
pensions, help from relatives, public assistance, and dividends. Including all In-
come sources, the median Income was $1180 for single persons over 065and $2875
for couples. About 80% of the elderly couples received less than $2000 a year.

The largest source of Income for the aged, about 82%, was from employment
earnings. But 75% of all persons over 65 did not work at all and only 20% of all
men worked full time. Income from assets amounted to 15% of total Income but
over 70% of the aged received less than $150 per year from this source. Private
pensions accounted for only B% of total income and less than 15% of the aged
65 and over received Income from this source.

The Incomes of the aged have been rising slightly but primarily as a result
of public and private pension plans. But as previously stated less than 15%
of persons 5 and over received private pension payments and even 15 to 20
years from now, social security will be the only pension system for 70%.

In view of the inadequacy of social security benefits and the paucity of other
Income of the aged, this Committee should recommend a general benefit Increase
of at least 16 and substantially higher if possible.

Not only Is the general increase of the House bill Inadequate, but the general
ntent of the bill seems to be weighted against those who are the poorest The

Administration Bill, H.R. 5710, recommended raising the present social security
minimum to a modest $70 from the present woefully Inadequate $44 The House
passed only a token increase to $. This is only an Increase of 1&6%, not much
more than the general Increase provided all beneficiaries and a far cry from the
50% Increase propo by the Administration. Unfortunately, the House also
eliminated higher minimum benefits for those with long histories of contributions
which would have permitted the 25 year worker to receive not less than $100 a
month.

The poorest of the poor deserve greater consideration., A large proportion of
those drawing the mininkum benefit are among the lowest paid workers in the
NatIn-agricultural workers. About halt the men had earned insured status at
least in part from farm employment. Of all the men with earnings credits for
farm work during the 7 years before entitlement, 25% received the minimum
benefit-fiv, times greater than for workers with non-farm earnings only. Those
with a minimum benefit based on farm work are not those with a limited attach-
ment to the labor force. Low wage result In low benefits.

Twent-five percent were receiving public assistance. Less than onekslth of
the couples and less than 1 in 25 of the single workers had other retirement
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benefits. Only 45% of the minimum benefit group had any redlsonably permanent
income other than their social security benefit-including income from property,
veterans and other retirement and survivors programs. This compares with the
figure of 80% for those whose benefits were near the maximum. The figures In.
dicated that the higher the benefit the greater the likelihood of supplemental asset
Income and greater the additional protection by a private retirement system. This
is'clearly a good argument for a higher minimum benefit.

The plight of widows with minimum benefits is particularly bad. Two-thirds
of tb widows receiving minimum benefits had no other retirement Income than
Social Security and only 5% had other public or private pensions. Twenty per.
cent had to rely on public assistance for supporL

Amendments of 1965 and 1966 made people age 72 and over eligible for social
security payments on the basis of less than normal work requirements. Presently,
they receive benefits of $35 per month ($=50 for a couple). The Adminstra-
tion's proposal to increase this to $40 was reduced by the House to $40 per
month ($60 for a couple). Beneficiaries receiving these minimum special bene-
fits, like those receiving the minimum social security benefits, are among the
most doprved.

It Is Inevitable that many Individuals, through no fault of their own, will not
be able to earn enough during their working lives to permit even a minimum
level of income during retirement. The causes are many, ranging from lack of
education to death, disability and disease-causes largely beyond the control
of Individuals. It seems Inhumane to deny to the*e Individuals even the barest
subsistence.

Public concern has increased concerning poverty in our affluent Nation. Over
a third of the poverty group are over 65. The only feasible way of lifting this
group as a whole above the poverty, line Is higher cash benefits. Because of the
crucial roleplayed by the social security benefit In the economic life of the aged,
it must play the major tole In lifting the burden of poverty from them. In-
creasing the minimum benefit to $70 per month or more and the special benefits
to at least $50 per month would be a significant step forward In the war against
poverty.

DEF MZ ON o DWADII

The House included a more restrictive definition of disability than now In the
law by providing that a disabled worker is not eligible for disability benefits
If he can engage In any kind'of substantial gainful work which exists anywhere
In the national economy.

The largenmajority of the seriously disabled are over 50. We ti know that
once an older, dlsabled'person loses hisJob, his chances'of obtaining a similar
position are about zero. It is unrealistic and unfair to say to this severely 41s
abled worker that he is not disabled because the* may be employment someplace
in the national economy which he might be able to handle even though he has
no way of reaching that place and It Is very unlikely he would be hired If he did
apply. A major complaint of disabled workers has been the stringent adminis-
tration of the disability provisions. Greater liberalization, not restriction is
needed.

The problems of disability age and unemployment are all Interrelated and
what is needed Is a comprehensive and broad program to deal with them as a
group. Many, people suffer chronic Ill health during their later working life.
Unless they are so totally disabled Oat they can meet the stringent definition
of disability In the Social Security Act, they are in an economic no-man's-land.
They are unable to work but are not yet eligible for their regular retirement
benefits.',,, - - _.

There are a number of changes that could be made in the Social Securlty
Act that would help alleviate this problem.

.First, we feel there should be an occupational definition of disability that
would permit older workers after age 50 or 55 to receive disability benefits if
their disability prevents them from doing their usual occupation. -

Second, an Increase in the number of drop-out years in the benefit formula
would also help. At the present time, the social security law permits the dropping
out of 5 years of low or no earnings In computing a worker's benefit which
does provide some limited protection against unemployment, iless and low
earnings. Because of the low waL bases in. the earlier years of the system,
which must be used in competing the average wage on which benefits are based,
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the typical worker receives a low percentage of his wages earned shortly before
retirement. The problem Is compounded for older workers who are laid off by
plant closings, technological changes, Ill health, etc. who must include these
years of low or zero earnings in determining their average wage. Additional
drop out years would be of great help to them.

Third, the AFL-CIO also advocates a flexible zone of retirement between 60
and 65 that would permit retirement at age 60 with less than full actuarial
reduction, In general, as workers grow older, they often find the pace of their
work is beyond their physical ability. A flexible zone of retirement, If coupled
with a substantial Increase in benefits would permit the individual to make a
retirement decision during a period of years based on his financial resources,
age, health and the nature of his occupation.
* Though the social security program can be of considerable value to unemployed
older workers, we know that It cannot solve what Is essentially an unemploy-
ment problem. We are also advocating changes in other programs so that efforts
in these varl6us programs may dovetail to solve this social problem. It may not
be possible to include all or most of our proposals for changing the Social Security
law in this respect In the present legislation, but at the very least, Congress
should refrain from making the problem of older workers more difficult by a more
restrictive definition of disability.

DIsAMMXD WIDOWS

The House bill restricted the Administration proposal to cover disabled widows
without children by limiting it to those over age 60 and by reducing benefits to
50% of the deceased worker's primary benefit at that age and gradually In-
creasing the amount, depending on the age at which benefits begin, to 82%
at age 62 The disabled widow would be condemned to a life of poverty on this
amount, The reduced benefit will usually be less than public assistance disability
benefits and these low social security benefits will do little except reduce the
amount the widow receives from this source and leave her situation of dire
poverty unchanged.

The theory in denying healthy widows without children a social security ben-
fit is that she is capable of earning a living. This argument Is hardly valid.
for disabled widows. In addition, surely the younger widow totally dependent
on her deceased husband and incapacitated from work has as great a need as
that of widows age 50 and over. The cost of full coverage is negligible and the
difference in Initial coverage of disabled widows of the two proposals is only
5000-65,000 vs. 70,000. Full coverage of disabled widows at unreduced widows'
benefits would cost little, only .06% of payroll, but would be of Immense benefit
to the younger disabled widow in dire need of such protection.

REIREMENT TEST

Both the Administration proposal and the House bill would liberalize the re-
tirement test by raising the earnings exemption from $1500 to $1680 a year
and by increasing from $2700 to $2880 the amount above $1680 a year for which
a beneficiary can retain $1 In payments for each $2 in earnings.

Social Security (OASDHI) Is a social insurance program that insures against
the loss of income from work due to death, disability or retirement. The retire-
ment test is a convenient means to determine if such a loss actually occurs. Only
a small proportion, 9.4% or about 1.6 million people M or over, would benefit
from the elimination of the retirement test. About half of these are receiving
at least partial benefits because they are earning less than 2T00 a year and prob-
ably would not be helped a great deal Its elimination would benefit primarily
those 800,000 persons who work full time and are not eligible for benefits because
they earn more than $2700 a year.
The proposed liberalization is only adjusting for the increase in wages and

prices since the $1500 limitation was adopted. and, for that reason, we do not
oppose It. However, we are con.ermd about the strong agitation for undue
liberalisation of the retirement test as a step toward Its eventual Pliminaton.
The cost of Its elimination would be equivalent to a 10% inirease In benefits
at the" wage base proposed by the Administration and 8% at the present base.
It Is preferable to raise benefits which would help all beneficiaries including the
majority who do not work after retirement and, therefore, would not be helped
by elimination of the retirement test.
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ooV3mA9G O AGRIOULTURAL WORKEM

The House eliminated the Administration proposal to lower the annual vasb
wage teat for social security coverage for farm workers from the present $10 to
$50 and to reduce the 20 day time test to 10 days. Many farm workers and their
families do not have greater social security protection because they do not receive
full credit for their work due to the short-term and seasonal nature of that
work.

These workers are largely unorganized and only a minute number have any
supplemental retirement Income and badly need improved protection. The Ad-
ministration proposal would improve social security protection for more than
000,000 farm workers by covering all or a larger part of their farm earnings.
Of particular importance Is the greater coverage of the earnings of more than
100,000 migratory-farm workers.

This change would also enable farm workers to more quickly secure the re-
quired quarters of coverage to be Insured In the event of early death or disability
and provide protection for many farm families who do not have this protection
under present law. We urge the Inclusion of such a provision In any bill reported
by this Committee.

WOBKMEN'S COMPENSATION OFFSET

Under present law, a disabled worker receiving both workmen's compensation
and social security benefits, has his social security benefit reduced by the amount
combined benefits exceed 80% of his average earnings. The House made a minor
Improvement in this provision by providing, that In reducing benefits, earnings
In excess of the taxable wage base 'can be included when computing the average
wage. This avoids the situation, for example, where actual earnings are double
the amount counted for social security purposes, and the disabled worker may
receive combined benefits of only 40% of actual wages at the same time he Is
losing all or most of his social security benefits.-

This is a step In the right direction, but we feel that any adjustment In over-
lapping benefits should not Involve the social security benefit. A worker pays all
his life into the social security program and It is unfair to take all or part of
this benefit away from him. It should be his as a matter of earned right. In
addition, the social security program Is a universal program and It Is Impossiblf,
for this program to make special provision for all public and private plans.

FINANCING

The Administration would finance Its social security proposals by an increase
in the scheduled contribution rates on each party of 0.1% on January 1, 1960,
and an additional .05% on January 1, 1973, for a total Increase of .10% and by
a three step Increase In the taxable wage base to $7800 In 1968, $000 In 1971,
and $10,800 in 1974. The House would finance their much more modest improve-
ments by raising the wage base to $7600 January 1, 1908, and Increasing the
eventual social security contribution rate .25% on each party. The less adequate
House improvements require a higher tax rate because of the lower wage base.

The AFL-CIO has long felt that a substantial increase In benefits should be
partially financed by Increasing the earnings base on which both contributions
and benefits are determined. In the early years of the Social Security program,
contributions were paid on a very large proportion of most workers' earnings
The wage base would have to be increased to around $15,000 to cover the same
proportion of payroll covered by the original $3000 wage base.

. Because of the failure to raise the taxable wage base, there has been an
erosion in the adequacy of benefits in relation to earnings since large numbers
of workers are not receiving benefit protection related to their full earnings
It Is Imperative that the program cover the total earning* of the large majority
of workers so that their benefits, which are based on covered earnings only, will
be related to what they actually earned.

-How adequate is the $7600 wage base in the House bill? The Social Secudty
program began with, about 95% of the persons In the program having their full
earnings covered. A little over one-half of regularly employed men working in
covered employment are Covered at the present time. A $7600 base would Ingrease
this to about two-thirds and this proportion Is projected to decline to about one-
half again by 1974.

The higher wage base proposed by the Administration would hot only Improve
the relation between a worker's actual earnings and his social security benefit
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but would also provide additional income to further improve the program.
Failure to raise the wage base puts an unfair burden on low-wage-workers. In
past years, increased coverage partially made up for the decreasing proportion
of taxable payroll. But social security is now virtually a universal program and
the possibilities of expanding coverage In the future are few.

If the wage base remains relatively static while earnings rise, social security
contributions will be an ever decreasing proportion of the total national payroll
Higher benefits would require a higher tax on the decreasing proportion of In-
come. Since the tax rate is uniform, low-wage workers bear a greater cost burden.
One way to help relieve this problem would be the gradual introduction of general
revenue contributions into the Social Security Trust Fund and we hope that yor
Committee will consider making a beginning step in that direction this year.

HEALTHi INSURANCE F0R TIM AGED

The AFL-CIO profoundly regrets that the House of Representatives did not
include the disabled in the Medicare program. The definition of eligibility for dis-
ability benefits is a strict one--too strict. It require. that the disability be an
extreme and chronic type involving incapacity for substantial gainful employ-
ment, of prolonged or Indefinite duration, and frequently terminal In nature. In
short, the definition of Incapacity represents, in addition to ill health, loss of em-
ployment, earnings, and occupational activity.

Obviously, even more than the aged, the disabled are a high coot, high risk
group and the cost of adequate private health Insurance is beyond the means of
most of them. According to the comprehensive survey of disabled workers in 1960,
almost all required medical care during the year. Like the aged, they are hosp-
talied frequently and their hospital stays are long.

Health costs have Increased at an accelerated rate and the disabled lack the
income to pay for them. The 1960 study showed that 60% of the married disabil-
ity beneficiary units had les than $170 per mouth in Income exclusive of socal
security benefits. Most of the income for these family units came from the earn-
Ings of a working spouse. The income of non-married disability beneficiaries was
less than $T per month not counting social security benefits.

The House rejected coverage of the disabled on the grounds that the cost of
providing health care for the disabled would be higher per capital than providing
the same care for the aged. The fact that the cost of covering the disabled Is
greater per capita than for the aged is an argument for their coverage by Med-
care. The higher cost indicates a greater Incidence of ilbess and a greater social
need. Though the per capita cost is higher, the total cost is much less and could
be financed by only .06% of payroll on each party assuming the Administration's
wage base.

The House recommended a study of the problem. The Advisory Council on so-
cial Security has already studied the problem and recommended In its 1964
report that the disabled be covered. The failure to include coverage of the dis-
abled by Medicare is one of the most glaring defects of H.R. 120W. We urge the
Senate to correct tills omission so that the disabled, like the aged, may have ade-
quate health care with the dignity and self-respect that goes with the ablity
to pay.

CHANGE IN NILIN PROODUMS

The House changed present billing procedures so that the patient can be reim-
bursed on the bass of an temlyd bill rather than on the recepted bil basis as
Is now the case. In other words, If the doctor insists on direct billing, the elderly
patient does not have to raise money'to pay th6 bill so he can secure a receipted
bill to send In for reimbursement. He simply submits an Itemled bill. If the
bl Is within "the reasonable and customary fee," the dotor Is reimbursed
directly less deductibles and coinsurance. If higher, the patient receives the check
and pays the doctor and any additional costs resulting from the higher than
"reasonable and customary fee."

This does help eliminate the problem presently faced by many elderly--the
dim cfult task of paying billq prior to reimbursement because the doctor refuses
to accept assignment and insists on direct billing. N the other hand, sinfe the
elderly. are overwhelmingly poor, there is a great pressure for the docto to use
the assignment method and accept reimbursement by the Intermediary rather
than force the elderly- patient to raise the cash. We understaAd that some 57%
of the doctors are usingthe assignment method, and what I. of great Importance,
agree to accept the "reasonable and customary fee" in SO'dftng.,
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The danger Is that the proposed billing procedure will remove this pressure
for the assignment method and-greatly increase direct billing and the number
of bills that excede the "reasonable and customary fes." Though the AFL-CIO
does not oppose this change in billing procedure, we feel the best way to resolve
the problem Is to require that the assignment method be the only one for pay-ng doctor blls.We are greatly concerned about rising medical and hospital costs. The 7.8%

increase In doctors' fees In 1966 was the largest In 44 years and we can expect
a similar Increase this year. Sooner or later the Congress is going to have
to come to grips with the rising health costs facing the American people and
the Medicare program is a good place to begin.

The "reasonable and customary fee" of the program Is b ased on the "prevail.
ing charge" for the service in question. This is the amount within a range which
most doctors in an Area charge for the service. This tends to build In automatic
escalation for if soihe or most doctors raise their fees, the "prevailing charge"
automatically increases. Prevailing fees, which were Increasing about 8% In
previous years, Jumped 7.8% In 1966.

A recent HEW report to the President on the cost of medical care points to
the increase in doctors' productivity as justification for recent fee Increases.
But something should be made clear here. When we talk about an Increase ID
doctors' fees, we are not talking about an increase in Income but what, In a
rough sense, an economist calls unit labor costs. In other'words, doctors' Incomes
will go up to a greater extent than the increase In fees because ncreasep In
productivity accrue to them as well.

It is interesting to note that we have not heard undue concern expressed by
the Administration or the Council of Economic Advisors concerning these In-
flationary increases. What would' be the reaction of the Administration and
Congress, If a large international union in its negotiations with an employer,
would achieve a wage agreement that absorbed the annual increase in produc-
tivity plus an additional wage increase that raised unit labor costs of that em-
ployer by about 8%?

Since organized labor Is harassed for wage settlements far less than this
we find It hard to understand why the medical profession has been exempt from
similar pressures.
I A union must negotiate across the bargaining table. The medical profession

Is pretty much In a position to set its wages since it Islin a sellers' market
and, as far as the Medicare program Is concerned, the method of determining the
prevailing fee does little to retard fee increases. The rising cost situation clearly
Indicates a need for immediate action. We suggest for your consideration:

Doctors should be required to accept assignment and abide by the "reasonable
and customary fee' and consideration should be given to holding that fee in
line with increases in the Consumers Price Index.

If Congress does not eliminate direct billing, the Intermediary should list
the "reasonable and customary fee' range for each procedure and that list
should be conspicuously posted In the doctor's office. Now the patient only finds
out what he has to pay above that fee after he has already paid the bill. (The
House bill does change the direct billing procedure so that the patient receives
the check to pay the doctor if the bill Is above the "reasonable and customary
fee." The patient would know at that time how much his bill exceeds the pre-
vailing fee.)

Each Intermediary should have an advisory board, a majority of whom should
be consumer representatives, Including members Of organlsed labor and the
elderly. Consideration should be given to adoption of a fee schedule for doctors.
Major changes In the fee schedule should require review by the advisory board
and the Secretary of Health, Education, and Welfare.

U3DIOSL FACILITY FANWN=G

The rise In hospital costs has exceeded that of doctors fees--increasing by
16. during 19K The cost situation Is so serious that even the American
Medical Association felt compelled to pass a resolution at Its last convention
stating in part:

InestoricalLy, hospitals have been Insulated from the discieine of the market
place. The price of hospital care Is a reflection of the hosptal cost curve and
now these cost. appear. to be out of control. .The hospital's privilege of auto-
matically translate all higher costs into higher pries must now he Questioned.
Incentives for Increased efficiency and productivity are -mandatory."-- --
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Yet In spite of these serlous-cost problems, the House eliminated an es-
sential Administration proposal for holding down health costs by encouraging
area-wide planning. This proposal provides that the depreciation of plant and
equipment could be Included in "reasonable cost" for hospital reimbursement
only as such amounts are used for either capital or non-capital purposes under
conditions approved by State planning agencies.

Conformity to health planning recommendations would minimize unnecessary
duplication and Inefficient use of facilities and would help save money, conserve
personnel and reduce costs. Planning activities are already widespreadL Twenty-
three Blue Cross plans in 18 States include planning and/or depreciation funding
provisions In contracts with.member hospitals. The American Hospital Associa-
tion In Its "Principles of Payment for Hospital Care" makes similar recommen-
dations and the Advisory Council on Social Security recommended a Commission
on Planning for Medicare. We urge the inclusion of this Administration proposal
In any Social Security bill reported out by this Committee.

oTES PRovIsIoNs

There are several exclusions In the bill, though minor, which are unfortunate
steps In the wrong direction. Currently, the patient must replace or pay for the
first three pints of blood used. A House amendment provides that In order to get
credit for replacement of that first pint, the beneficiary (or a person acting
on his behalf) has to give two pints of blood. Those eligible for Medicare are
past the age that they can give blood and so are most of their friends. Thus, It
Is not easy for them to find voluntary donors to avoid paying the blood de-
ductible adrd they may be required to buy commercial blood to meet this burden.
Union members make up a major donor group and based on our long-time ex-
perience, the AFL-CIO stands for one-for-one replacement for blood and urges
that this continue to be the practice in the Medicare program.

The House bill also provides that "no payment may be made for expenses
Incurred for procedures performed (during the course of any eye examination)
to determine the refractive state of the eye." This Is only a tightening of an
existing restriction but unfortunate since the emphasis should be on eliminating
deductibles not expanding them. Failing eye sight is common among the elderly
and frequent adjustment of eye glasses necessary. Not only refraction tests but
eye glasses as iwell should be covered.

Similarly, prescription drugs are not covered. A large proportion of the aged
have chronic ailments which do not require hospitalization but do require the
continuous use of expensive drugs. During 1965, persons aged 65 and over spent
more than $0 million for prescribed drugs and an additional several hundred
million dollars for nonprescribed drugs. More than 8 million of them spent more
than $100 a year for medicine including 000,000 who had drug expenses In excess
of $250 per year.

Senator Joseph Montoya with 10 co-sponsors has Introduced a bill (S. 17)
which" would extend present In-hospital drug coverage to elderly patients at home
or in nursing homes after they pay the first $25 of drug expense. The new drug
benefit would be financed by a W0 increase In the current $8 a month premium
under Part B of Medicare. There would be an equal increase in the Federal
contribution.

Another bill (8. 2290) introduced by the distinguished Chairman of the
Senate Finance Committee, Russell Long, with two co-sponsors, would encourage
prescribing of drugs for Medicare patients by their generic names, whenever
these meet quality standards. This would reduce the price of drugs for the aged.
The AFL-40IO supports both of tese bills and urges their incorporation In any
Social Security bill reported out by this Committee.

Many administrative problems have arisen in billing for outpatient services
because of the difficulty In separating costs of these services between Part A
(Hospital Services) and Part B (Physicians' Services). The House bill simplifies
these billing procedures by including all outpatient services in the voluntary
Part B program but subject to the higher deductibles and coinsurance features
of that program. In return, inpatient hospital services such a's pathology and
diagnostic radiology would no. longer be imbject to any deductibles and coin-suranee.

Theae changes help eliminate certain difficult administrative complexities
and, for that reason, are not opposed by the All.-CIO. However, a better ap-
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proach would be the total elimination of the troublesome coinsurance and deduct.
tible provisions. The House proposal should also be modified so that n-hospital
services of hospital-based physicians would be reimbursed under Part A. Ex.
perience shows that costs are less when such specialists as radiologists and pathol.
ogists are directly employed by the hospital, If hospitals are to be efficient and
effective institutions and costs held down, there should be no intrusion into the
pattern of employment relationships between a hospital and its medical staff by
requiring reimbursement through Part B.

The House bill amends the definition of physician to include a doctor of podia.
try with respect to the non-routine functions he Is authorized to perform under
the laws of the State in which he works. We have, reservations about this
change.

For example, what is considered routine foot care -under the Medicare law
Is not routine for many of the elderly especially when coupled with a serious
Illness. The elderly for many reasons-arthritis, unsteady hands,: and impaired
vision are unable to reach their feet but routine care may be essential. For
example, aged people frequently have diabetes and routine foot care is necessary
to reduce the continuing danger of amputation. We see no reason why routine
foot care should not be covered at least when certified as medically necessary
by a qualified doctor.

In addition, we are always concerned about the quality of care In any- medical
program when certain specialities, with standards less than that required for
fully qualified physicians, are included. We, are concerned, for example,, that
high school graduates, with only 3 or 4 years of subsequent podiatry training,
will be assuming responsibility for"the- care and diagnosis of some of the most
difficult problems in medicine--c6ndltions which are often attended by symptoms
In the feet, but are systematic In origin. Podiatrists can play a useful and neces-
sary role in health care for the aged but these services should not be provided
except under the supervision of a qualified doctor.

The House would Increase the number of days of hospitalization which can
be covered in a spell of illness from 90 to 120'days but also Would Increase the
coinsurance from $10 per day, now applying from the lit to tho 90th day, to
$20 for the extended period. This Is a slight step forward but the $20 coinsur.
ance is too high. We urge the Senate to at least reduce the amount of the coin.
surance to $10 per day which now applies after 60 days and,, preferably, to
eliminate it altogether. 7 . - ,

Another change would abolish the- National Medical Review Committee
established by existing legislation but not yet formed. The Health Insurance
Benefits Advisory Council (HIBAO) would assume the duties of that Committee
and would have its membership Increased from 16 to 19. We Would not oppose
this change if the additional members Include consumer representative& Pro-
viders of care already have a disproportionate representation on HMBAC, Those
who have the greatest stake in health care, the consumers, are virtually ignored.
We urge this Committee to specify congressional intent for greater, consumer
representation on HIB1AO.

Eliminated was the Administration proposal to credit Federal service for
social security purposes if a worker has no Protection under either retirement
system at the time of death, disablement Or retirement. Federal employees and
their organizations oppose this change at this time. Because of the complex
Issues involved, It is best that no action be taken now and that further study and
exploration of the subject with employee organizations be made.

TITLE xZX-WICAL A8StSTA*Nj i'

The AFL-CIO deeply regrets: the provisions Of HR. 12060 reducing both
coverage and services under Title XIX or "Medicaid." While the changes in Title
XIX are not all bad, most of the provisions of H.R. 12080 dealing with this title
all but repeal, In our opinioni the basic goal of the program, namely, 'provldIng
comprehensive health services to all individuals who cannot afford to lay for the
medical care they need. Title XIX was a monumental achievementof the 89th
Congress. Was the legislation, as passed in 196, too statesmanlike? too tar
sighted? too concerned with the public welfare? We think not, and to 'plaee
the importance of "Medicaid" in proper perspecve, we would like to ite a
few facts.

As we stated before the Hoase Ways and Means'Committee last Mardh in'our
testwy on ELI. 710, the relve ran* of the United Statt In e toi.
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fant mortality rates among the nations of the world has been falling. In 1900,
the U.S. ranked sixth among the nations of the world. In 1960, we fell to ele.
venth place and in 1965, the United States ranked fifteenth. We have noted that
the Report of the House Ways and Means Committee on H.R. 12080 cited a 5%
reduction in Infant mortality rates in the last year which in 1968 reached a new
low of 28.4 per 1000 live births. There are no International comparisons after
1965 but rates in other countries are Improving too, and our rate of 284 per
1000 live births compares with 12.4 for Sweden, 14.4 for the Netherlands and
16&8 for Norway. , !,

We think it significant that the countries whose Infant mortality rates are
lower than ours have a system of providing or of financing health care for the
great majority of their population, rich and poor alike. While we would favor a
single financial mechanism, such as national health Insurance, to provide pro
tection against the cost of illness for the entire population, a combination of
programs such as we now have In Titles XVII and XIX of the Social Security
Act, the provisions In the Social Security Act regarding child health and volun-
tary health insurance, in combination, could come close to meeting the same
objective.

However, this is not true if the Title XIX program is limited to the very, very
poor. As originally intended It should continue to cover both the needy and the
medically needy, that's, anyone whose Income is so restricted that he cannot
pay for the medical care required for himself and his familly

The American people now consider health services as A right which should not
be denied to any citizen because of his inability to pay. Medical services should
therefore be made available on the basis of the health needs of people rather
than their ability to pay. The question arises, of course, what should a person,
on the average, pay for the medical services he needs? Undoubtedly, there are dif-
ficulties associated with determining what people should spend to meet their
health needs. One measure might be what people with moderate and higher in-
comes actually spend for medical care. People who can afford it can presumably
meet their need.

According to the National Health Survey study, "Medical Care, Health Status
and Family Income," families with income of over $7,000 per year spent $159 per
person per year for their medical care. The survey was for the latter half of
1982 and since then medical costs have risen about 19 percent.

Let us, however, be conservative. In 1964, consumer expenditures for health
services averaged $181.18 per person. Adjusting this to May 1967 for the rise in
medical care prices, the average person, Including the poor person who does
not spend enough to meet his health needs, should be-spending about $149 per
person per year. On this basis an average family of four would be spending
almost $800 per year for health services. At the poverty level of $100, uh a
family could not afford to spend anything like this. Even for a family of four
with a $W000 Income, such expenditures would represent about 10 percent of
their Income. We' believe the Title XIX program should have as ts goal the pay.
ing of medical bills for all people who cannot'afford the care they need. Unless this
is done, we predict the relative health standing of the United States will con.
tinue to decline In the future.

Federal Matohhs Polm..
It Is on the basis of these facts that we oppose the limitations imposed on the

States by LP. 12060. The House bill provides two ceilings and each State would
be required to apply the formula which would yield the lower result. One for.
mula would limit Federal participation to 188% percent of the AFDO cash as.
sistance level which Is much too low. This limitation would mean that the States
of California, Gonneeteut Delaware, llinois,L Iowa, Kentucky, Maryland, Mich-
igan, Nebraska, New York, Oklahoma, Pennsylvania, Rhode Island and Wiscon-
sin would be immediately affected and would either have to reduce their income
levels for eligibility or Increase State expenditures for -medical assistance.
These States acted In good' faith on the basis of the Social Security Amend.
ments of 196, and We do not think it fair or equitable that they should be so
penalized. I

We most strenuously object to these provisions in that they appear to reflect
a reversal in the philosophy of Federal-State relationships. In most Federal-
State programs, the Dederal government establishes minimum and not maxi-
mum standards and generally encourages the States to Iniprove upon such
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minimum standards. Btsed on this principle, we also-oppose the celing on
Federal matching of Title XIX of 150 percent of the highest Income standard used
by the State in determining eligibility for cash assistance as, was provided by
H.R. 5710 even though few States would have been affected by this, more
"liberal" ceiling. The stringent provisions of H.R. 12080 would not only affect
14' . States- but would also mean that four States would; have to lower their
eligibility standards for medical assistance by more than $1000 for a family of
four if they could not afford to offset Federal funds with State funds. For a
family of four persons, Illinois would need to reduce its eligibility standard by
$1,200, Nebraska by $1,100, New York by 4,100 and Rhode Island by $1,400.

The alternative limitation on Federal matching would limit Federal payments
under Title XIX to 133% percent of the State per capita Income. While this
alternative formula does not appear to affect any additional State at this
time, the provision appears to, be directed to prevent a State from raising
both Its eligibility standards and payments for cash assistance and thereby
raising the income standard for medical assistance,

One of the major goals of the Title XIX program was to enable those persons
whose. incomes were above cash assistance levels, but whose incomes were In-
sufficient to pay for needed medical care, to have their health needs met. Since
one of the major causes of dependency, today, Is the crushing burden of paying
the cost of a serious Illness, the concept of medical assistance for the medically
needy was a sound one from both a health and economic standpoint. Yet, the
proylsions of H,R. 12080 would actually deny. medical assistance not only to
the medically. needy but even to persons eligible for cash assistance. Tls para-
dx results from the fact that the House bill limits Federal participation In
Title XIX to those families whose Incomes are less than 188 percent of the
highest amount ordinarily paid a family under the AFDO program,.

Ta ke, for example, the ease cited by HEW Under-Secretary Wilbur J., Cohen
in- his -testimony bore this Committee on August 22, 1967. In Indiana, a
family of 4 is eligible to receive cash assistance if their income is below
$271.40 per month. Yet the highest cash payment Is $103. For purposes of
Federal matching, the family could receive~ medical assistance only if their
income were below $187.00.

Other parts of H.R. 12080 relating to Title XIX that. we find objectionable
are:

1) Maintenance of State e#for.--H.R, 100 -appears to completely repeal
the present requirement that the various States must maintain their level of
fiscal effort for medical care after new Federal funds become. available to
the* We strongly believe additional Federal funds should be -qtilsed to
expand medical assistance programs and not provide an offset for Statee +ditu e .. . .. . + • ,.

,-0 Co-or dinat0n ot T'to V XVIII a4 XIX.-Under IL. 120W0, the porer
States which receive more than 50 percent participation by the Federalgovern-
ment In their Title XrX programs would be required to Inckrieaetheir financial
commitments for medically needy age persona over age 65 wio are enrolled
under Part, B of Title XVIII. This results because there Is no Federal match-
ink for the $3.00 Medicare premiUm -which the States would bare to pay for
their medically needy senior citizens. While the $3.00 per m6nth premium Is
matched on a 0 basis by the Federal government under Title XVIII. all those
poorer States which receive more than 50 percent matching by the Federal gov-
ernment would lose In comparison, with present -law., This , will, certainly dis-
courage the States with low per capital Incomes frompprviding Medicare cover-
age for the medically needy. While the AFL-CIO favors coordination between
Titles XVIII and XIX, provisln should be made for Federal particlpation to

the same extent as such participation Is allowed for persons under age 65.
8) -(Yomparbililv. Pro4$ton-Since the goal of the Title XIX, program, Is t

provide comprehensive health services to all eligibles based on an Income re-
source level 4y 1975, the AFL-0IO regrets the provision In H.R. 12060 molify-
ing the requirement In present law that various categories of needy and medically
needy should receive benefits that are equal In amount, duration and scope. Dis-
crimination as between those over 65 and those under 65 discriminates as be-
tween different categories of peonle and is repugnant to American principles of
equal treatment of all citizens. We suggeK that Implicit in this provilon P the
possibility that the law will discriminate against children. We are confident
that the Congress, upon examination 9f this provision, will, not tolerate dis-
criminaton against needy children.
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4) Required Servio.-We can see no rationale whatever to justify the pro-
vision in H.R. 12080 that the States may have the option of providing 7 out of
a total of 14 stipulated services in present law. The law now stipulates each
state must provide, in order to receive Federal funds:

(a) In-patient hospital services,
0 Out-patient hospital services,

(c) Other laboratory and X-ray services.
(d) Skilled nursing home services.
(e) Physician services.

Is It seriously suggested that other services can be substituted for (a) and
(e) above? Without physician services what kind of unbalanced bob-tailed
program do we have? I cannot believe the House of Representatives fully under-
stood the Implication of their action. Without physician service, how does a
patient get referred to a hospital or to a nursing home? Who orders diagnostic
tests, either on an In-patient or out-patient basis? What happens to a critically
Ill patient if hospital services are not provided?

The five services which Title XIX required by July 1 of this year are the
basic core of a medical program and, in our opinion, substitution would inevitably
be self-defeating. We urge elimination of this provision.

5) fAmftation on Matching for Puerto Ro.-We also oppose the provision
in HR. 12080 which would limit the ratio of Federal matching for Puerto Rico
to 50 percent Instead of the present 55 percent. The overall dollar limit of $20
million should also be repealed.
6) DIreo# Billin.--Lastly, we believe the appropriate method of reimbursing

physicians is through assignment of doctor bills to the State agency or fiscal
intermediary. Because the aged and the poor often have no resources with which
to pay their medical bills, both H.R. 5710 and H.R. 12060 provide payment under
the direct billing procedure on the basis of an itemized rather than receipted
bill. Because this provision does resolve the problem of people without cash
resources paying their bills we have indicated we are willing, under Title
XVIII, to give this procedure a try despite the fact that about half of all
physicians are now accepting assignments. However, we find the direct billing
procedure more objectionable under Title XIX than under Title XVIII. Under
Title XIX we have not only the dependent aged but also the disabled, dependent
children and the blind. Many of such people would not know what to do when
presented with a doctor bill. We therefore belle evdirect billing should be elim-
Inated for Title XIX.

Improve mnis
H.R. 1W80 does Include some Improvements. We favor the same 75 percent

Federal matching for physicians and other professional medical personnel
working on the Title XIX program regardless of the agency for which they may
be working. We support the Advisory Council on Medical Assistance. Lately,
we are particularly pleased with the provision in H.R, 12080 that people covered
by Medicaid should be allowed free choice, not only of physicians, but of sys-
tems of delivering health services.

ORL HEALTH -

In general, we believe the Child Health provisions of H.I. 12080 represent an
Improvement over those of HR. 5710. The consolidation of three programs under
a single authorization should afford greater flexibility In meeting child health
needs based on priorities established by planning agencies. Our only reservation
In regard to the Child Health Amendments is that 10 percent of the total authori-
zation for research and training may be too small a percentage. We also ques-
tion the wisdom of transferring, authority to the States for project grants to
help reduce the Incidence of mental retardation, to promote the healh of children
and 'outh and to provide dental care to children. Finally, we strongly support
8. 580, introduced by Senator Ribicoff providing health screening for pre-school
age children.

TITX- IV-GEIEAL lV=I5oNIX

We strong +prove of Section 402 In HIL 1260 granting authority to the
secretary of Health, Nducat4oh and Welfare to experiment In methods of reim-
bursement for hospitals and other institutions toward the goal of Increasing the
efficency by which such services are delivered. The section applies only to
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rganisatiobs and institutions entitled to reimbursement on the basis of reason.
bie cost and not to physicians reimbursed on the basis of reasonable charo
The physician is the key to controlling costs, not the hospital. It is a physician

who decides whether the patient should be hospitalized or not hoepitallsed and
for how long. It is he who decides the course of treatment, what drugs are pre.
scribed and what diagnostic procedures are required or appropriate to facilitate
his diagnosis. The fact that physicians In Ioup practice prepayment plans use
about half as much non-maternity hospitalsation as do physicians paid on a
fee-for-service basis demonstrates the need for experimentation and Innovation
in methods of reimbursing physicians.z We therefore urge your consideration to
extending this experimental ptovilsion to -reasonable charges of physicians as
well as to reasonable costs

, ~PVV=I WNWFAU

The public assistance program was established to provide at least the basic
necessities of life to those who because of age, illness, disability, unemployment
or other reasons were unable to provide for their own nsed. It was intended as
the ultimate guarantee against destitution and social deprivation. Today, our

*b assistance programs fall far short of these goals. It has become Increas
ingly obvious to everyone concerned with the problem that drastic steps must be
taken to overhaul our welfare system.

We In organised -labor have long been concerned with the problem of our
welfare system. We are aware of its inadequacies and its shortcomings.i

We are convinced that for some welfare recipients who are able to work, the
way out of poverty and dependency is good jobs at decent wages. For many others,
because of their social and physical handicaps, this route out of poverty may have
little to offer. Therefore, It becomes the responsibility of government to provide
maintenance income at levels that meet at least subsistence needs. But more, we
are concerned with the fact that many family 1breadwinners, both men and
women, are unable to find jobs so that they can become self-supporting. We are
concerned that the public welfare system is not meeting minimum subsistence
needs' for most welfare recipients. we are concerned because for those receiving
aisstanuc it Is often a cmplex and degrading procedure. We are concerned be-
cause welfare rules serve to disqualify and discourage people in need and because
they sometimes force fathers t desert so that their families can get assistance

It is against these tacts that we must look at H., 12080. The public assist-
ance provisibnS of H,l1 12060 contain two major approaches to the problem of
reducing the welfare rolls, One is to put as many as posible AIM parents
and children over 16 and out of school into work and mining pro ms. The
other is to simply keep as many needy people as possible off puble assistance
through restrictive clauses in the law. -

The idea behind the first approach is that the work and training programs
will curtail the welfare rolls by making those participating In these programs
self-supporting. It asumes that in most cases mothers of young children should
work rather than look after their children. The bill compels mothers and hil.
dren over 16 and out of school to take training on the asumption that there will
be Jobs available of the kind that they are capable of filling.

Let us examine these assumptions. Some mothers obviously can and should
be trained for work. Others would do much better by staying home and looking
after their children. Whether a mother works or not should depend ona number
of tactorb which this bill does not take into account. It gives the welfare depart.
ments almost complete control over the determination as to" whether or not
assignment to a work-training program is warranted. Th bill provides them
with punitive leverage which, in effect, would force an AFDO mother to go Into
a Work-tringr a.

lo enforce this a .pp& ch the following punitive measures are included in the
bill to ev~er those families'who do not coprate:

L1. Th0ycould be cut off asistance.
. The family could be placed under protective payments or voucher relief,

with none of the restrictions of the present law on the application of these
drastic steps. . . .. I - I

. The family could have their payments reduced by eliminating all adults.
4; The family could have their children removed by court order and placed

In foser care.it
It is unrelistic to assume tiat adults Who have been on the welfare rolls for

a to;* period of tinke cao be placed ix Jobs wltblu a relativtly short ti"e. The

I
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Job of individual and family rehabilitation is a long, slow process. Then, where
are the Jobs that the people on welfare are going toI There's a widely held belief
that there's a job for every citisen-if he really looks hard enough and wants to
work. Unfortunately, this just isn't true. There are not enough Jobs to go around,
especially for those with limited skills and education. Today, there are 3% mil-
lion Americans looking for work. There are another million, perhaps more (no
one knows for sure) who have given up hope and are no longer actively looking
for work and are no longer counted in the official unemployment figures. But In
our ghettos unemployment runs between 80 and 50 percent.

The AFL-OIO is not opposed to community work and training programs as
one way that public assistance recipients can prepare for jobs. We have repeat-
edly said that the way out of poverty is good jobs at decent wages for all who
can work.

The AFL-0IO is opposed to the work and training provisions of HR. 12060
that are based on programs that have in the past not been notably successful
In giving welfare recipients effective training for jobs. These programs have an
even worse record In job placement for those who have taken training progrms.

The AFli-CIO Is opposed to the authoritarian methods that are proposed In
IR. 12060. The entire work and training program bristles with coercive man-

dates that may be exercised against a welfare recipient. The major thrust of
prior amendments to the public welfare law has been In the direction of humanis-
ng and dignifying the relationship between the recipient and the welfare sys-

tem. This approach Is completely absent from H.AL 12080.
The AFL-IO i opposed to the restrictions and penalties proposed In .IL

12080 when refusal to cooperate can only be for "good cause" and no guidelines
are offered to determine what "good cause" is.
TMe AFL-43IO Is opposed to the punitive measures that can be invoked under

the provisions of HKR. 12080, that are directed at the children of AFDO parents
and that only serve to accelerate family disintegration.

In addition. HR. 12080 raises many other questions.
To Ue of fie Welfaro Departmet for Work amd Training Programe. Con-

gress, over the past several years, has given the Labor Department the respon-
sibility for manpower development and training programs The Administration
In H.R 6710 Included a provision which would, In effect, have made permanent
and expanded the provisions for work and training which were Included In Title
V of the Economic Opportunity Act and placed them under Labor Department
administratloW.

The AFG-CIO feels strongly that If a program of work and training Is to be
embarked on, it should be brought under an already existing manpower develop-
ment system which Is at present operating at a relatively high degree bf efcliency.
The AFLt-010 recommends that the community work and training program
should utilize and expand existing structures within the Labor Department rather
than have a new training structure established as proposed by H.iR. 5710.' •

Secretary of Labor Willard Wirts, in a recent letter, stated: "The Committee,
In writing a mandatory community work and training provision, was obviously
Influenced by the projected Increase in AFDO cases during the next several years.
If this Is to be a rehabilitation program, then Its site and scope should clearly
be geared to -potential for rehabilitation which would lead to viable employ-
ment opportunities. The punitive approach would not be necessary In our judg-
ment If teaningful training and jb opportunities were developed for welfare
clients who are able to participate. The Department of Labor Is today Involved
with a number of manpower development programs which are proving this point
aMd which could be expanded to meet the needs of this specific SrOUp." A copy of
thIA letter is attached to this statement.

The present bill (l.R. 12080) provides that work or training of welfare relpl.
ents can be provided by private employers, among others. There are no ptovisions
In the bill which would protect a welfare recipient from exploitation by an em.
player or from having an employer use the servicesof -the welfat trained to
satisy an Immediate Job need without providing, any long-range beasit to the
welfare trainee either in usable skills,- meaning l work experience or adequate
remufnieration.bTlsA 1hn inee4 lead to a form of Industrial 6zploltatlon which
oaand o ons etisens have long opened,rielsS Cf Odren of Mothe*e Aben 2Prom home. Another-related question
raised by the kroposed legislation I. the problem of day~eare for AFDO mothers
participating In the Work and training program.- tt 1* true that the present Isgis-
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latlon provides funds for greatly expanded day-care facilities, We In the AFL-
010 have long advocated the need for increased day-care services and facilities
for those mothers with small children who choose to enter the work forcm. The
massive program contemplated requires a vast increase in day-eare facilities
Although no Federal standards are mandated for day-care, a weakness in itself,
among the other barriers to providing adequate day-care are the lack of trained
personnel as well as lack of adequate quarters and food handling facilities which
many States do, and all States should, require before licensing such facilities.
Nor can such resources of personnel and facilities become rapidly available.

Without adequate day-care, the daily departure of the-mother from the home
for her work or training proam would create an untold hardship both for the
mother and the children and the prospect of large numbers of children inade-
quately cared for carries the potential for impairment of the development of
young children which may ultimately reflect itself in anti-social behavior
patterns.

APDO Oteilig. There are several provisions In the present House bill which
are definitely restrictive in character. The bill places a limitation on the number
of children eligible for assistance. Under HR 12060, the States would receive
from the Federal government only an amount reflecting the number of children
from broken homes receiving AFDO in ratio to the total number of children In
each State under 21, as of :anuary 1, 19067. It does not recognize the possibility of
changing economic conditions or heavy in-migration into the various States.
This would force the States which continued to take onto Its rolls all those nor-
mally eligible for AFDO, to reduce the assistance payments for all families, or to
assume the full cost of the additional applicants or to cut those who are eligible
but who are In excess of the quota.

This provision would penalize the children In the harshest manner for what
society happens to consider the shortcomings of the parents. This Is Indeed a
reversion to something even beyond the Elisabethan poor laws and certainly
cannot be tolerated by a society such as ours whose moral values are based on
Judeo-Ohristian concepts This could have an eyen more profound effect In the
ghetto in that it would add another and a very real grievance to those which
many ghetto residents already hold. To saddle added burdens onto those who
already live with a daily overload of anger and frustration will only make
for Increased tensions In the slums,

SWork Ircestkee. HRL 12060 has allowed a work Incentive which -would
permit a family receiving Aid to Families with Dependent Children (AJDO)
to earn 480 monthly with no reduction In assistance, plus one-third o the
remainder for each month,-

Both- HB 5710 and the somewhat different new Administration proposal
presented to this Committee are rather more generous In that they allow
welfare recipients to earn a larger amount with no reduction .in assistance.
This Is an important way to develop, motivation for those on relief -to seek
to become self-supporting. The Incentive allowance should be made as generous
as possible so as to serve as a motivating factor to welfare recipients to seek
work In the Job market .

States Sho*M Meet PU Need. H.R. 5710 would require the States to meet
full subsistence need as they themselves determine It to be with at least one
repricing each year. This provision is eliminated from HJR 1280.

In view of the extremely low subsistence payments being made by the States,
It is clearly the intention of H.R 12080 to continue those IndIviduals and families
that require public assistance in dire poverty,

The overwhelming number of individuals and families who- receive public
asistance do so usually because of circumstances beyond their control. They
should be allowed money payments at least at the level determined by the States
to meet- their subsistence needs. The AFL-0I0 recommends that this requirement
now In ILR. 5710 be Incorporated into the Senate bilL

Aefsetoe to M grantu, In- HR. 510, the Administration took- usance
of the fact that there are large numbers of m ato4y-workers who for reasons
beyond. their, control may not be, able to Sndemployment. A provision was
written Into the bill which would permit grant to the States for temporary
assistance up to sixty days for migratory workers and their families. The nouse-
passed blll (H.X 12080) has revised his proposal to one which Would offer
emergency asstance up to thirty days to needy children andtheir families,
with 50 percent federal matchln , -,
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TheAdministration proposal meets the needs of migratory workers much
more adequately than the existing proposal. Many States will not take advantage
of the program because of the 50 percent matching requirement. For many
migratory workers, even a sixty day emergency period would not carry them
from one work season to another. We urge that the provision in H.R. 5710
for migratory workers be restored. -

Aeo stao to Famiflee with Usemploged Fethew. For the Art time, H.R.
12080 requires that the parentmust have had a substantial connection with the
work force In order to quality for assistance. This provision will eliminate
many men who have never had an opportunity for regular employment. In ad-
dition, the provision In' the legislation denying assistance to unemployed parents
who have applied for or are receiving unemployment compensation will penallse
those who need both kinds of help to survive. This provision is a clear example of
shorb-sighted handling of a problem, since It will, in effect, only succeed In
forcing families to break up,-causing fathers to leave home so that the family
can obtain assistance under AFDO.

The A3F7-CIO is opposed to this punitive approach to the problem of unem-
ployed fathers and urges the extension of the AYFDC program to cover unem.
ployed parents without the restrictions contained in H.R. 12080, In addition,
we urge this program be made mandatory upon the States.

7o#te of Propoed-Progrek The report of the House Ways and Means Com.
mittee estmates that LIL 1200 would make possible savings In the year 1972,
"for persons trained who become self-sufelent" of $180 million over what It would
coot If none of these people were to be separated from the rolls. This Is only 7 per.
cent of the 1972 cost of the program, indicating a reduction In the rolls of only
tMs number of welfare recipients. However, the report estimates that In 1972,
the cost of day-care for children whOw mothers are In the work and training pro.
grams at $470 million plus $M million for the work and training program Itself.
This $M06 million Is more than five times the $180 million saved on welfare
paymets.

It the eetmate of the ? percent reduction in welfare recipients Is too low, It I
obvious thatthe anticipated eost of the work-training program and day-care would
also rise. In this way, It can be expected that the five-to-one ratio between -csts
and savings wl)l remain.

Therefore, by the Committee's own esUmate the programs proposed under H.1L
1200 will not cut the cost of public assistance when the outlays for day-care and
work-training programs are Included.

Our welfare system deeply affects the mood and temper of the dlumas We are
not go ng to solve the crisis o our cities by cutting people off the welfare rolls.
Nor are we going to solve this crisis by forcing welfare recdplets to accept train.
ing for Jobs when we have no Idea whether jobe will be available when they have
finished their trainln, Nor can we expect that the punitive aspect of the House
bill will be accepted without biltteness and hostility.

It Is our hope that this Committee will give serious consideration to accepting
the provisons, of ILL 5710 relating to public welfare. They'are not all we would
like to see by way of revislng and overhauling the public welfare system to make
It adequate to today'* needs, but at least this bill makes constructive proposals
that are'relevant to the problems before usw

SI'AiSMURT BY Tm AL-CIO lExuouwxv Couxou. ox SoozA, Sucuarn BILL,
Nucw Yoas, N.Y., Smv. su 11. 19IM

Substantial Social Security gains, as a down-payment on the fully up-to-date
Social Security system the nation should have as soon as possible, are a major
legislative objective of the AVD-0I0 this year. The bill passed b7 the House of
RepteseUtAtives (ILRL 12000)-, while providing somewhat higher hqial Seurity
benedi~d a few 6ther change falls far short of the steps which can and should
be taken now to Improve the lives of 28 million elderly'and others- dependent on
Social Secudiy.'

hU'W the3o6s did In pr~ve the. Social Security system somewhat, though not
nqarly houg, It sap has made drastU and punitive changes In our Public Wel-
fare system Whch, If allowed to stand, could debrive hundreds of thousands of
mothers and children of the pitifully mea payments they have been receiving.

S8~M1 0-4T-~-4
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The House bill provides for a 12% percent increase hi Social Security payments
with only a minimally higher benefit rise for those receiving lowest benefits By
contrast, the President recommended and the AFL-C0I0 strongly supports a 15
percent across-the-board increase with substantially higher minimum, benefits.
This would mean not onl1 retirement benefits more in line with pre-retirement in.
comes for all beneficiaries, but would have a signi6iantly more effective Impact on
the living conditions of the 8 million Social Security beneficiaries now below the
poverty line. Here the contrast is sharpest: The President's proposals would Uft
at least 2 million Social Security beneficiaries from the mire of poverty. The House
1il would achieve this goal for only half that number.

The House refused to extend Medicare coverage to the disabled. This is a group
with limited incomes and hisher-than-verae medical costs who particularly need
and deserve the protection Medicare can offer. The House bill contains some minor
Medicare improvemets but does virtually nothing to put brakes on skyrocketing
fees and charges paid under Medicare. These rapidly rising costs are not only
holding back needed Medicare Improvements but, by their impact on the general
structure of medical chargM, are forcting up at an unprecedented rate the medical
costs of all American.

By sharply restricting eligibility standards for participants in the Medicaid
program, the House would bar hundreds of thousands of the needy and medically
needy from medical care their limited Incomes put beyond their reach. To make
matters worse, the House has also made possible severe imitation of essential
medical services for those who will still be eligible for Medicaid.

The worst features of the House-passed bill are those relating to public assist-
ance. Since the days of Franklin D. Roosevelt, this country has adhered to the
fundamental principle that people who are unable to work or cannot find jobs
are entitled to assistance. That assistance is provided by the states and localities,
largely under their own standards of eligibility, need, and level of payment, with
some of the costs defrayed by the Federal government. Everywhere the assist-
ance Is extremely meager; in fact, in most states it Is below the estimate of
minimum needs set by the states themselves. In the majority of states, no assist.
ance whatsoever Is available when there is an able-bodied father In the home,
regardless of how determined his efforts to secure work.

What American needs Is a thoroughgoing overhaul of the public assistance sys-
tem, which would Include raising to at least minimum levels the below-subsist.
ene payments prevailing today and greatly stepping up training and employ-
ment programs for welfare recipients. This would improve existing sub-poverty
living conditions and give able-bodied public assistance recipients, Who are not
caring for small children, the opportunity to obtain Jobs at decent wages and
under good workingconditions.

Instead, the House of Repreentatives has passed a punitive measure which
does nothing to improve shockingly inadequate- public assistance payments, but
jeopardies the chances of large numbers of the poor of continuing to obtain even
these pittances. Under sanction of removal from assistance, the House bill would
force mothers with children into locally-administered training programs with no
assurance that the training would be adequate or that there would be employ.
ment after training Is completed. Even worse, there would be no guarantee of
adequate day-care for children in such families or of financial support for needy
children whose parents would be removed from the rolls. To reinforte these
harsh conditions, the House placed an absolute ceiling on the number of children
In a state whofe families could be given assistance because of the absence of a
father. Thus, the full weight of these punitive provisions would fall moot heavily
on Innocent children who could be deprived of either the bare necessities of life
or of their mother's oare.

We ar6 deeply disturbed that the House has failed to transfer the community
work and training progrm to the Department of Labor. as the Presidentwisely
recommended. The Labor Department ha4 developed the ,skill, kn6yl!dge And
machlir.ry for effeeUel training'those who have been marginally .equkied to
enter the labor market Welfare recipients need the best possible training . audet
good working conditions and decent wages,* to resore them to sW.*fi ncy,
We olso strongly object to the fat that under the House bill w~f, r!iwentts
asI"eLto community *ork and trailng, could be pltaed inprrat indur" at
submininum wages- an without other satemards that would prevent therexploitatio u n. " ' + + . ++. . . . . .i , +Vh6+80cal Security bill is now under senate consideratlft. The AFL-U:)

urges the Senate to make the necessary changes In HR 12080 In order that It
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more nearly meets the nation's Social Security and Welfare requirements. In
particular, we ask the Senate to:

T, Raise the minimum Social Security benefit level to $70 for a single person
and $105 for a couple, and increase all other benefits by at least 15 percent This
would make possible the over-all 20 percent Incram in benefit payments the
President has recommended.

2. Finance -the benefit imprOvements by an increase in the earnings level on
which both contributions and benefits are determined, by steps from the present
$8,000 to $10,000.

8. Extend Medicare coverage to the disabled.
4. IEtablish reasonable controls oh unduly high hospital charges and physician

fees paid under Medicare.
5. Assure that Medicaid is available to the needy and the medically needy

whose limited incomes cannot pay for adequate health care, and that It provides
essential medical services to those covered.

6.-Improve present appallingly inadequate public assistance payments and
assure adequate day-care for children of families receiving assistance In which
the mother Is participating In work and training r ms; eliminate provisions
In the House bill which would force mothers with small children Into work and
training programs without assurance of decent jobs after training or adequate
day-care for their children ; and remove inflexible ceiling on assistance to families
with dependent children eligible because of absence of a parent.

7. Strengthen rather than weaken' the possibility of poor families remaining
together by requiring States to make assistance available where the father is
In the home until he can obtain work for which he Is qualiied.

& Transfer administration of community work and training to the Department
of LAbor with provilion of adequate safeguards for 'those assigned to this' pro-
gram, including requirement of payment of prevailing wages and In no case leA
than the applicable minimum wage.

U.S, DzpAmxvM or LAws,Omctos 05 tH3 8,C21'ArZ

Mr. BEm 5SgI ',A1 WahOwO^ Avousue $. IS8.

Director, Department of SoOW. Secmwef,

W.ateWo, D.O.
DAn Ms. SxmuN: HR-12060 as reported out by the House Ways and Means

Committee differs considerably from the provisions in HR-5T!0 which, was the
Administration Bill introduced in'the House. In amending a comprehensive piece
of legislation such as the Social Security Act, one of the rel dangers Isthat
significant amendments may be overlooked by Interested groups and that the full
impact of sucb amendments may not be thoroughly aired. This may be the case
wIth the community work and training provisions in HR-12060.

The Committee, In writing a mandatory community work and training pro-
vision, was obviously Influenced by the projected Increase in APDO essesduring
the next several years. If this is to be a rehabilitation program, then Its sise
and scope should clearly be gered to potential for rehabilitation which would
lead to viable employment opportunities. The punitive approach would not be
necemry in our judgment If meaningful training and job opportunity es were
developed for welfare clients who are able to participate. The Department of
Labor Is today Involved with a number of manpower development programs
which are proving this point and which could be expanded to meet the needs of
this steific group,.

With regard to your specific questions relating to training proramits, and
ocedpation whith could be developed for thls group, we are now in the process
of analysing our experiences with welfare clients In training programs Within
the next few day we will futnish to you these datA showing training charae-
terisics of welfare clients well as training results I • -.

I appreciate your interest in this Important are and trust that the inf-orma
tion we wil soon provide will be of value toyou.

Sincerely,
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(A short recess was taken.)
he CHAIRMAN. Is Mr. Henry Chase of the Humble Oil & Refining

Co present Mr. Chase, I am going to call the committee hearing
back to order and we will be pleased to hear your statement, sir.

STATEMENT OF ENBRY 0KASE ON BEHALF OF THE CHAMBER OF
ONMEOE OF THE UNITED STATES; ACCOMPANIED BY WIL.
IAM P. MoHENRY, THE NATIONAL CHAMBER'S STAFF

Mr. CHAsz. Thank you, Senator.
My name is Henry Chase and I am employed by the Humble Oil &

Refining Co., Houston, Tex. With me is Mr. William MoHenry of the
national chamber's staff. Mr. Chairman, I am speaking on behalf of
the Chamber of Commerce of the United States to express its views
based on policies established by the majority of its members. We ap-
preciate this opportunity to appear before your committee and ex-
press our views on H.R. 12080. 1

I would like to begin by reviewing briefly the purpose and principles
of social security. sw

The purpose of social security is to rotet workers and their de.
pendents against presumed need arising from job-income loss on
reaching old age, from permanent and total disability or early death
of the wage earner. To achieve this purpose, certain principles were
laid down by this committee and by the House Ways and Means Com-
mittee and approved by the Congres I refer to the following concepts:

(a) Beneits are paid as a matter of right and without regard to
individual "need."

(b) Benefits provide partial replacement of the job-income loss.
(o) Benefits are directly related to the job-income loss.
(4) Benefits are financed solely from payroll taxes levied on workers

and employers.
(e) Benefits are intended to provide a "floor of protection" upon

which the individual can build a higher standard of living through
homeownership savings, private pensions, and insurance.

The chamber has supported, and it continues to support, an effective
social security program based on these fundamental concepts.

Let me now summarize the recommendations we will advance to
strengthen and improve the present social security program.

The national chamber recommends:
I ) An across-the-board increasein benefits.
2 An increase in the monthly benefits paid to the aged who are

receiving special payments as a consequence of the Social Security
Amendments of 1965 and the Tax Adjustment Act of 1966.

(8) That eligibility requirements for disability benefits be liberalized
for young workers.

(4) That no arbitrary dollar limit be placed on the benefits payable
to the spouse of a retired or disabled worker.,

Now, I would like to turn to the provisions of the bill commencing
with section 101.

The chamber recommends that Congress,  approve an a cross-tho-
board benefit increase that is commensurate with the rise in the cost of
living..The chamber concludes that a benefit increase of between 9 per-
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cent and 10 percent would be appropriate. Any increase appreciably
great than this would be excessive when gaged by appropriate cr.
teia of benefitadeqtay.'.

Because the purpose of social security is to Prevent presumed depend-
ency and need-chiefly for the aged--berieflt adequacy usually hab beenappraised in terms of what proprtion of elderly beneficiaries must
seek old-age assistance to supplement their social security benefits.
A guideline enunciated by the House Ways and Means Committee in.1954 states.:'

The protection 'afforded by the Ip Ipa may be considered adequate only
when benefits are high enough, when added to savings and assets normally ac-
cumulated, so most beneficiaries will not have to apply for public assistance
for the ordinary expenses of living.

The first Commissioner of Social Security, Dr. Altmeyer, said the
benefit structure would be satisfactory if the vast majority of beneft-
cianies, about 90 percent, did not have to seek public relied to supple-
ment their social security benefits. By this test the existing benefit
structure appears satisfactory

Nevertheless, in order to assure that the burden of inflation does
not fall with disproportionate'weght on retired workers and other
social security beneflciaries during this period of rising pricesN we do
recommend that benefits be increid by about 9 to 10 percent.

I think that the; section of the bill governing the benefits to the
special aged groups should be considered in conjunction; with the
minimum primary insurance amount. In 1965 Congress provided a
special old-age benefit of $85 a month for persons with little covered
employment, who were 12 and over. In the Tax Adjustment Act -of
1966, Congress added identical benefits for persons 72 and over who
had never worked in covered employment.

H.R 12080 would raise the special $85 benefit to $40, at the same
time, the bill would raise the minimum primary insurance amount
from $44 to $50. - I I . $ -,

Now, the Department of Health, Education, and Welfare notes that
most individuals who qualify for the lowest benefits had only marginalattachment to the labor market. In our judgment, there is little reason
to differentiate between one group of ihdividuals who had only mar-
ginal covered employment and another group whose covered employ-
ment record was not' significantly different. The chamber, therefore
recommends that the special $85 benefit be raised t6 the minimum p.ri
mary insurance amount established; for other individuals.

Sectibn 108 would limit the benefits paid to the spouse of some re-
tired and disabled workers. The bill provides that the benefits pay-
able to a wife cannot exceed $105 a ninth h even though that is less
than half of her husband's benefits. The apparent effect of this pro-
posed limit is slight, since under the bill the maximum benefit payable
to a wife in the abence of this proposal would be only $106.

The recommendations made to the Committee on Ways and Means
by the Department of Health, Education, and Welfare included a pro-
posal to limit a wife's benefits to $90 a month. In commenting on that
proposal, the chamber noted that it would introduce into the:social
security program for the first time the concept of "need" as a deter.
minant for limiting monthly benefit amounts. Since the value placed
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upon the benefit limitation by the Government's chief actuary, Mr.
Meyers, was only one-hundredth of 1 percent of taxable payroll, it
could not have been suggested for the purpose of limiting costs. Ap.
patently the purpose was to prevent a segment of one type of bene.
fcilary from getting "too much" in benefits.

The Department e proposal and the proposal incorporated in H.R.12080 are identical conceptually.
We think this proposal should be rejected.
Existing law denies virtually all workers under the age of 81 the

protection of the disability benefits program. This happens because
the law contains a "prior work" requirement which few young work.
ers can meet. We recommend that a worker who becomes disabled
before age 81 be able to qualify for benefits if he has been in covered
employment for a reasonable period of time.

The House bill follows the lonastanding principle that the social
security program should be maintained on a self-supporting basis from
payroll taxes levied on workers and employers. We believe that Con-
gres, but more especially this committee and the Ways and Means
Committee, are to be commended for adhering to the self-support
principle while making changes and improvements in the social secu-
iity program over the years.

About 60 percent of the benefit costs added to the bill would be fi.
nanced from the existing long-range "tax surplus." The remaining
40 percent would be financed by increasing the taxable wage base to
$7,600 and by increasing the tax rates.

On page 9 of our statement is a table that compares the tax increases
scheduled under present law with those proposed under H.R. 12080.
The amount of tax shown in each instance is the maximum combined
tax levied on an employer and his employee, Under present law the
tax is scheduled to rise from $580 this year to $712 in 1963, a 23-percent
increase

Under the bill the maximum tax would rise to $858 in 1973, an in-
crease of 48 percent.

q With respect to financing the national chamber recommends: (1)
that the taxable wage base be continued at $6,600 for the present, (2)
that the added benefit costs which cannot be paid for from the exist-
ing tax surplus be financed by higher tax rates, and (8) that the special
benefits for those age 72 and over be financed from the trust fund.

Mr. Chairman, I am now going to move to page 11 in our statement
which deals with public welfare provisions of the bill.
. The basic objective of the public welfare proposals in H.R. 12080

is to encourage and assist as many as possible of those receiving aid
to families with dependent children to become self-supporting.

At present it is unrealistic in the case of many recipients to expect
them to secure gainful employment and move off the welfare rolls.
'The plain fact isthat all too often they lack the most rudimentary
skills. Experience indicates, however, that many of these individuals
are capable of attaining financial independence if they receive the
proper encouragement and assistance Heretofore, such assistance in
the form of basic literacy training, job training, financial incentives
and other encournaements has not been made available to them except
to a very limited degree.
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Providing an education and work training program, for each in.
dividual for whom that is appropria specifically designed to enhance
the employment prospet o! that partictkir individual is a basic need
that has been too long ignore& Unlees this fundamental need is met,
many recipients may be barred forever from full participation in our
society and relegated to the public welfare rolls, either indefinitely
or repeatedly. No one can view that prospect without dismay and
concern.

The national chamber endorses the fundamental objective of help'rag
AFDC recipients enter the hiainstream of American society throuh
the gateway of basic literacy, job training, employment and self-
support. Ufider H.R. 12080 this objective would be implemented by
imposing new Federalrequirements on the States. The chamber, hoW-
6ver, urges Congress to accomplish this objective by encouraging
rather thian by requrin g the desired State action.

Section 220 of the bill would'limit the Federal flnanl1 participa-
tion in Federal-State medical assistance programs. A signiffcant num-
ber of families who have moderate incomes are eligible, or may become
eligible, to receive medical assistance under some of the Sto pro-
grams. As a, consequence, the Federal financial commitment is far in
excess of what was anticipated, when Congress initiated the Federal-
State medical assistance program 2 years ago. "

As this committee knows," the Federal Government -has an open.
ended financial obligation under the medical assistance program and
under the categorical aid programs. In discussing the rising Federal
cost of these programs, the chairman of the House Committee on Ways
and Means said, and I quote--

These are items over which no one, including the President, has any control-
except the Coigress. The states send in their bills and we give them a check, after
the expenditures have been incurred. There is no way to reduce these in the
Appropriations Committee.

The chamber believes it is desirable to limit Federal financial partici-
ation to assure that medical assistance is not extended to those in

the working population who have adequate incomes. Most such per-
sons now, have voluntary health insurance protection, either on an
individual basis or under collective bargaining arrangements, and are
capable of paying for their own medical carem

Mr. Chairman. let me reiterate briefly the principal point in our
testimony on H.R. 12080. ... . .

The national ohmb6er. endorses the more realistic eligibility reqire-
ment for disbilitybenefits that would be applicable to workers under
ap 31. It also endorses the propose AdvWsory Council study on pro-
viding medicare for disabledbenedoiaries.

-The chan .mr supports an increase in benefits for the special aged
groups qualified under the Social Security Amendments of 1965 and
theax Adjustment Act of 1988.

We favor a limitation on Federal financial participation in the medi-
cal assistance program. The-chamber endorses the fundamental objec-
tive of helping A DC recipients enter the mainsteam of American
society through the gateway of basic -literacy, job training, employ-
ment, and self -support,

We believe an across-the-board increase in benefits of about 9 to 10
percent would be appropriate at this time. An increase of this magni-
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tude could be and should be financed without any upward adjustment
in the taxable wage base.

Finally, the national chamber is opposed to the imposition of an
arbitrary dollar ceiling on benefits payable to a wife or retired worker.

Mr. Chairman, I thank you.
The CHAMiMAi. Thank you very much, Mr. Chase.
Any questions
Senator HAmuS. I might just ask one. You said in the first para-

graph on page 16, "it also believes that the basic objective of the public
welfare proposals incorporated in H.R. 12080 is sound."

I was wondering ab6ut the provision in that bill which provides
an upward limit on the number of AFDO cases a State can have
fixing the limit as of January 1,1967. Do you have a position on that

Mr. CrAS.. Senator, I believe that this goes to the question of
limiting the Federal financial participation in the program, in the
State program. I would think that this is not in the category of a re-
strictive provision on the State that would compel them to move in a
certain area, but rather a limitation on the amount of Federal financial
participation in the State program. -

Senator HARIs. Do you think that is realistic in view of the popu-
lation increase in the country and the migration, heavy rural to urban
migration, we continue to have in this country I

Mr. C staS. Senator, I think that this is perhaps an open question.
This misht cause. difficulty in some States. As Senator Javits com-
mented this morning, he anticipates this mit cause some difficulty
in N ew York. It would seem, however, that this is a provision which
might well be tested and my recollection is that under the provisions
of the bill, this would not become a mandatory provision until 1969.
My recollection is that this would not be immediately applicable and
that the States, therefore, would have an opportunity to test this to
see how it worked out.

Moreover, I would assume that most of the States would have past
experience on this and that they could examine their records and
determine whether this would be a severe burden to them.

Senator Hmms. The other question I have on the same basic ob-
jective of the welfare proposals that you mention: Do you think that it
is right to do what the House bill proposes, punish the children by
cutting them off AFDC in the event the mother would not go into
a-work training program for various reasons I

Mr. CHAsE. Senator, my understanding of the bill is that the chil-
dren's benefits would not be affected at ill but only the benefits of the
adult who refused without good cause to take the training.

Senator HAmus. I understand that, but she would be eating some-
where and do you not think that would probably just dilute the pay-
ments for the child ?

Mr. CHAS. It would certainly provide less of an income to the
family if the amount that the mother was receiving were cut off be-
cause'she refused to take training. However, the bill does provide that
the individual can refuse if there is good cause and the Secretary of
HE.W is given authority to determine in broad outline, at least, what
might be considered good cause.

Senator HAvus. Do you not think that it might be better as we move
into this concept of giving people enlarged opportunities for self-
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sufficiency, a very good concept, I think, that we do it on a voluntary
basis ? Aren't we more likely to have success on a Voluntary basis than
if weuake iton some kind of mandatory basis V

Mr. CnmASz. Well, in essence, Senator, I think this is in basio agree-
ment with the chamber's position, that this is something which has a
desirable and a sound end but that the degree of compulsion which
the House provisions contain ought to be reduced or eliminated.

Senator HAmus. That is all I hive, Mr. Chairman.
The CHAIRMAN. Mr. Chase, we appreciate your testimony here

today. We will study your statement very carefully, along with your
recommendations Let we say that you not only speak or a great
organization, but I notice that you come from a very fine company that
is responsible for a great deal of jobs in the State I have the honor
to represent Louisiana. I rgret you do not have as manyIpeople work-
ing at that Baton Rouge oil refery as the old Standard Oi of New
Jersey had down there, but automation, I suppose has had something
to do with it. You are paying more wages but there are not as many
jobs. We would welcome you to take another look and see if you cannot
justify finding something else to produce in that area.

Thank you very much, sir.
I appreciate your statement, also your assistant here who is with

you.
Mr. CHAs E. Mr. Chairman since I did paraphrase the statement,

would you please insert the full statement in the record?
The CHAIRMAN. Yes, we will print the entire statement, together

with-I believe you have some-you have a chart or two here that
should be printed in the record. We will include that. Thank you very
much.

(The prepared statement of Mr. Chase follows:)
STATEMENT ON. BHALF OF THU OHAMBM Or COMMmOE Or THx UNiTED STATIs

Dy H av H. CHASZ

My name Is Henry H. Chase. I am employed by the Humble Oil & Refining
Company, Houston, Texas. Today I am speaking on behalf of the Chamber of
Commerce of the United Stats, to express Its vie based on policies established
by a majority of Its members. For several years, I have been a member of the
National Ohamber s Committee concerned with Social Security.

With me today is Mr. William P. MeHenry, the Natioal Chambr'ea staff
spec aist on Social Security.
T h National chamber appreciates this opportunty to express the views of

buAnees on H.R. 12080, a pre!owi that would make significant changes In various
titles of the Social Security Act. Ibi Act eucompames many important programs.
Including Old-Age, Survivore and Dlability Insurance Beuefits, Medk*r and
feder0-state grant-n-aid Public Assi t e programs. Since a5l of these program
are dbmigned to deal with social-problems, periodic re-eamliation and rteap
praisal a e essential to determine whether they are achieving their objectives.

We have reviewed carefully the many Provisions In this important Social
security proposal, H.R. 12080. In presenting the views of the National 0bambew
on om of thoee provisionA I will take up: first, the proposed revisions of Title
II of the Social Security Act; second, certain proposed revisions affecting the
Public Assistance and the Medical Assistance prop'ms.

By way of backgromnd I would like to review briefly the purpose of the OASDI
program and ertin basic principle enunciated by Congress, which are Im-
portant to an understanding of that program and Its long run objective.

.PUUI' AND PsUNOMS Or- 0ASDI

The purpose of Social Security Is to protect workers and their dependents
against presumed need and want arising from Job-income loss on reaching old-
age, from permanent and total disability or early death of the wage earner. To
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achieve this purpose, certain principles were laid down by this Oommittee and
by the House Ways and Means Committee and approved. In expanding and Im.
proving Social Security Congress has continued to maintain these principles. I
have reference to the following concepts:

a) Benefits are paid as a matter-of-right and without regard to individual
"need."0

b) Benefits provide partial replacement of the Job-income loss.
) Benefits are directly related to the Job-income loss.

d) Benefits are financed from payroll taxes levied on workers and em.
ployer&
e) Benefits are intended to provide a "floor of protection" upon which the

Individual can build a higher standard of living through home ownership,
savings, private pensions and Insurance.

The Chamber has supported, and It continues to support, an effective Social
Security program based on these fundamental concepts.

Before commenting directly on the provisions of H.R. 12080, I would like to
summarize briefly certain specific recommendations we will advance to this
Committee which are Intended to strengthen and Improve the present Social

-Security program. The National Chamber recommends:
1) an across-the-board increase in benefits.
2) an Increase in the monthly benefits paid to the aged who are receiving

special payments as a consequence of the Social Security Amendments of
1065 and the Tax Adjustment Act of 1000.

3) we recommend that eligibility requirements for disability benedtq be
liberalized for young workers.

4) we recommend that no arbitrary dollar limit be placed on the benefits
payable to the spouse of a retired or disabled worker.

I would now like to comment on the principal provisions of H.R. 12080.

ACROS-TH.-BOARD UNENafT INCRrAle

The Chamber recommends that Congress approve an across-the-board benefit
increase that Is commensurate with the rise In the cost of living. The last benefit
increase approved by the Congress fell slightly short of maintaining the pur-
chasing power which benefits had In 1934; accordingly the increase should be
measured from that year. In testimony presented to the House Ways and Means
Committee last March, the Chamber pointed out that an Increase of about 8 per
cent would be sufficient to offset the rise In the cost-of-living. Taking Into ac-
count the price changes that have occurred during the last six months, however,
the Chamber concludes that a benefit Increase of between 0 per cent and 10 per
cent would be appropriate. Any Increase appreciably greater than this would be
excessive when gauged by appropriate criteria of benefit adequacy.

Because the purpose of Social Security I to prevent presumed dependency
and need-chiefly for the aged--benefit adeuacy usually has been appraised in
terms of what proportion of elderly beneficiaries much seek Old.Age Assistance
to supplement their Social Security benefits. A guideline, enunciated by the House
Ways and Means Committee in 1054, states:

"The protection afforded by the prograne may be considered adequate only
when benefits are high enough, when added to savings and assets normally ac-
cunilated, so most beneficiaries will not have to apply for public assistance for
the ordinary expenses of living."'

The first Cominissioner of Social Security, Dr. Arthur J. Altmeyer, contended
that the benefit structure, on the whole, would be satisfactory if the vast majority
of beneficiaries-at least 00 per cent--did not have to seek public relief to sup-
Idement their Social Security benefits.1 In other words, if no more than 10 per
cent of the old-age beneficiaries were receiving Old-Age Assistance, the benefit
structure should be considered adequate to achieve the basle objective of this
social program.

By this test, the benefit structure appears satisfactory today since the pro.
portion of aged Social Security beneficiaries who also receive Old-Age Assistance
to supplement their benefits has fallen from 12.6 per cent In September 1060 to
7.1 per cent In February 10.6 Nevertheless. In order to assure that the benefit

Pe., 8nfal Security Amemdoenft of 1954 House Revort *1608. .rd Cong.. 2nd, p. 2.see. Hearing,, S odal Neeoirty Act A mesdmestfe e 14P, House Ways and tan. om-
mte. 81st CAnU., 2nd, rp. 10A9 and 1220
It 5..U D~partnent of Health, FAucoltion and Wflfare, TbIjr Re6ee84 on Coac.r-

rent *c'cp JPu e bio At~ ea.tese, ace od ge 0 ld 'Jvce so ad Db ad V Nbiereaee by
Peraoe APeS 0 and Over, Earl 1000, Table 1, p. 6, ep4t. 100.
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structure continues to be properly maintained during this period of rising prices
so that the burden of inflation will not fall with disproportionate weight on
retired workers and other Bocial Security beneficiaries, we recommend that
benefits be Increased by about 0 to 10 per cent.

In determining the benefit Increase required , Congress should take Into con-
sideration the effect of the new Medicare program. The sharp rise in medical
care costs from 1054 to 19066 was an important factor in the rie In the cost-of-
living during that period. Congress, of course, has to a very appreciable degree
eliminated this cost item for the aged through enactment of the Medicare pro-
gram. And It has done so in a manner that automatically protects the elderly
against any major rise in the cost of medical care In the future. Accordingly it
Is appropriate that the value of this protection be taken into account when evalu.
ating proposals to increase old-age cash benefit&

MINIMUM BENEFITS FOl SPECIAL AGED GROUPS AND MINIMUM PRIMARY INSURANCE
AMOUNT

In the 105 Social Security Amendments, Congress provided a special minimum
old ago benefit of $8 a month for persons, with little covered employment, who
were 72 and over. A benefit equal to one-half of that amount was provided for a
dependent spouse. In the Tax Adjustment Act of 1066, Congress added identical
benefits for persons 72 and over (or those who would become 72 before 1906)
who never worked in covered employment.

11.1. 12080 would raise the special minimum $3 benefit to $40, and provide a
comparable Increase In the spouse's benefit. In addition, the bill would raise the
miri mum primary insurance amount from $44 to $5 a month.

Most individuals who qualify for the lowest benefits have had only marginal
attachment to the labor market.' There is little reason to differentiate between
one group of Individuals who had only marginal covered employment and an-
other group whose covered employment record was not significantly different.
When the two groups are compared, there Is no appreeiable difference In the
amount of wages earned.

Accordingly, the Chamber again recommends, as it did in testimony presented
to this Committee during previous Social Security hearings, that the benefits
provided those aged Individuals qualified for the special minimum benefit under
the provisions of the 1905 Social Security Amendments and the Tax Adjust-
ment Act of 1066 be raised to the minimum primary Insurane amount established
for other Individuals.

LIMIT ON BENEFIT PAID TO SPOUSE Or RETrIED OR DISALMD WORKER

The dependent wife of a retired or disabled worker now receives a monthly
benefit equal to half her husband's primary benefit. Thus, If the husband's benefit
is $140 his wife's benefit is $70.

Section 103 of the bill provides that the benefit payable to a wife cannot
exceed $105 a month even though that i les than half of her husband's benefit.
The effect of the proposed $105 limit ti slight, since under the bill the maximum
benefit payable to a wife in the absence of that limit would be only $108. This
means, however, that a worker could be taxed on earnings up to $7,600 a year, but
his wife's benefit would be computed as If he earned only $,500.

The recommendations made to the Committee on Ways and Means by the D-
partment of Health, Education and Welfare proposed to limit a wife's benefit to
$00 a month. Under the Department's proposals, a worker could be taxed on
earnings up to $10,800 a year, but his wife's benefit would be computed as if he
had earned only $6,000. Section 108 would Introduce into the Social Security
program, for the first time, the concept of "need" as a determinant for limiting
the monthly benefit amount. Since the value placed upon the benefit limitation
by the Government actuary was only .01% of taxable payroll, It could not have
been suggested for the purpose of limiting program costs, Apparently the pur-
pose was to prevent a selected segment of one group of beneficiaries from getting
"too much" In benefits.

4F elsm le, in 1964. 02 percent 0 those receiving the minimum primary SocialSecurity benefit stile4 (currently 644. bad no more then 5 years of c ove re employmaent.
Moreover, in thetpeak eartoing year ti-em 1051 to 164., 71 pere nt earned unwier 1i2
OAenore A ten_ "Workers Untitled to Mlmmum Rtrement Benefits un eOAS~i."Bola 8ewl Bnef#,March 1647, 1sl 4 and .
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The Department's proposal and the proposal incorporated in H.R. 12080 are
identical conceptually.

The Chamber i opposed to the imposition of an arbitrary dollar ceiling on
any benefit for the purpose of preventing some Individuals from getting "too
much" in benefits. The Chamber also believes that establishing such a ceiling
would adversely affect the wage-benefit relationship.

Some may regard the limit on the wife's benefit proposed In H.R. 12080 of little
Importance, particularly since it would not adversely affect current beneficiaries,
or those coming on the rolls in the near future. The Ohamber is compelled, how-
ever, to urge that the proposed limitation on the wife's benefit be rejected because
of the basic principles involved.

Furthermore, wR cannot ignore the fat that the Social Security program is a
dynamic program which is frequently changed by the Congress. While the effect
of the limitation proposed in H.R. 12080 may appear slight, and not of imme-
diate consequence, subsequent upward revision in the benefit and tax structure
could produce a significant adverse effect on many aged couples sooner than
now anticipated.

DISBlIY BENEiT PoronIwo o Fo YouNo womzas

The existing Social Security law denies virtually all workers under the age of
31 the protection of the casht disability benefits program. This problem arises
because the law contains a priorr work" requirement which few young workers
can meet In order to qualify for disability benefits, a worker must have at least20 "quarters of coverage" out of the 40 calendar quarters preceding the onset of
disability. This reulrement has proven to be an Insurmountable barrier for most
young workers who become disabled.

Congress partially resolved this problem in 1985 when it provided an alter-
native "prior work" requirement for workers afflicted with blindness before age
81. We believe Congress should act now to resolve the problem completely.

Workers who become disabled before age 31 should not be excluded from the
protection afforded by the disability benefits program. They should be able to
qualify for benefits if they have coverage in at least one-half of the calendar
quarters elapsing after age 21, and up to and Including the quarter in which dis-
ability occurs, with a minimum of 6 quarters of coverage.

FINANOING THE PROPOSED O2ANGIS

The House bill, with one minor exception, follows the long standing principle
that the Social Security program should be maintained on a self-supporting basis
by the taxes on workers and employers and interest credited to the Trust Funds.
(The minor exception, discussed later relates to the "special" benefits payable to
those 72 and over under theTax Adjustment Act of 19K)

We believe that Congress-'but more especially this Comittee and the Ways
and Means Committee-aTe to be commended for adhnering to the self-support
principle in developing changes and improvements to the Social Security program
over the year.

This Committee Is aware that the National Chamber has long endorsed this
intent of Congress to maintain Scial Security on a fully self-supporting basis.
In our view, payroll tax financing has at least two advantages: first, It provides
an assured method of financing; thus, benefits will be forthcoming as promised
by Congress Second, if Congress must raise payroll taxes enough to properly
finance each benefit increase, future (ongresses will be less likely to raise benefits
above the level Which workers and employers are then willing to support.

FroANOING r.EL 12080
About 60 percent of the cost of the proposed changes In the Social Security cash

benefits program can be financed from the existing long-range "tax surplus."
According to the Social Security Chief Actuary, Mr. Robert J. Myers, estimated
"tax-take" under present law will exceed benefit payments (and admintrative
expenses) by about % of one per cent of taxable payroll.' This margin is suffl-

a Ude the present tax schedule-over a 75-year verio-the Ol4-Asn and SUrvivor-Benedts prom a a "ositive actuarial balance" of.89 Porent of taxable pro.
Conversely, .thsbllft, Benefits prorm hia a "negative aetnartl balance" of 0 p1 per-cent ,of taxabe v r U.Tbu, .9A a lop-run basi, the wsytem as a whole has a 1fvorable
actuarial balane r  o 0.74 perc nt Of tble payroll. Se. Rbbert .Myers. New Aohwr
ao# Nlifa#_t" OA DI, a memorandum to Robert K. Ball, Commilsdoner of Social
security, Octobw.-l, 196.
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clent to pay for an aeross-theboard benefit increase ot about 8 per cent without
ctangein the existing tax structure.

The remaining 40 per cent of the benefit eos would be financed by an Increase
In the Social Security taxable wage base and tax rates. Section 108 would raise
the taxable wage base from $6800 to $7600 In 1988. No further Increase is called
for.

Section 109 would raise Social Security tax rates for the cash benefits program
on each employee and employer In 1978 from 4.80 per cent to 5,0 per cent. In
addition, there would be a further increase in tax rates for the eesf*Hg Medicare
program because hospital costs have -risen more than originally projected. Medi-
care tax rates scheduled for 1900-72 would be increased by 0.1 per cent (from
0.5 per cent to 0.6per cent) on each employee and employer.

The table following compares Social Security and Medicare tax increases
under present law and under HR. 12080 for an employee, and his employer,
paying the maximum tax. Under present law the combined employee-employer
tax is scheduled to rise from $80.8 this year to $712.80 by 1973. This i a
23 per cent Increase. By 1997, the maximum combined tax is scheduled to rise to
$746.80. Under H.R. 12080, the combined employee-employer tax would rise
from $580.80 this year to $858.80 by 1973 This Is a 48 per cent increase. By
1987, the maximum tax would rise to $86.80.

RECOMMENDATIONS

The National Chamber recommends that the:
1. Social Security taxable wage base be continued at $6600 for the present.

When Congress raised the taxable wage base to $600 In 1965 (effective in 1966)
It was $850 above the median earnings of the male four-quarter wage and salary
worker. Today, it is estimated that the existing wage base Is still $30040
above the median earnings of the regularly employed male worker. Any con-
sideration of a: further Increase in the wage base should be deferred until median
earnings reach $6600.

Median earnings of the regularly employed male worker is a reasonable
yardstick to use when considering whether or not a wage base change Is neces-
sary. Using the median will assure that half of all regularly employed male
workers have their total earnings protected against Job Income loss. At the same
time, this would give to the other half of the workers, who have some earnings
not taxed, an added opportunity to provide more old-age income protection on
their own.

2. Social Security program be kept on a self-supporting basis by financing
the cost-of-living adjustment, and any additional cost Increase In excess of the
existing "surplus" by higher Social Security tax rates. Because the benefit In-
creases are broadly distributed, all covered workers and their employers should
bear a share of tho added benefit cost burden. This result can only be achieved
through an increase in the tax rate.

SOCIAL SECURITY AND MEDICARE TAX INCREASES. PRESENT LAW COMPARED WITH H.R. 120M
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8. Existing deficit In the disability benefits program be corrected. The Chamber
supports the provision in Section 110 which allocates a larger share of Social
Security tax revenues to the disability trust fund to correct the existing deficit
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This new allocation should be sufficient to finance completely the disability pro-
tecton for workers under age 31 and the cost-of-living Increase recommended by
the Chamber.

4. Cost of the special benefits for those 72 and over, approved under the Tax
Adjustment Act of 1968, should be financed from payroll taxes. We urge repeal
of Section 228 (g) of the Social Security Act which authorizes General Fund
financing of these special benefit payments. While it is true that these persons
represent a "closed end" group, the National Chamber is most apprehensive about
financing any Social Security benefits from the General Fund of the Treasury.
"Needs test" money from the General Fund of the Treasury has no place in a
sound Social Security program which Is Intended to pay benefits without a "needs
test."

MEDIOARX FOR THE DISABLED

Section 140 of the bill would create a 12 member Advisory Council for the pur.
pose of studying "the need for coverage of the disabled" under Title 18 of the
Social Security Act. This group would be appointed in 1968, and instructed to
submit a report to the Secretary of HEW no later than January 1, 1969.

The House Ways and Means Committee gave extensive consideration to the
question of providing Medicare protection for disabled beneficiaries. This matter
was deferred pending completion of the proposed Advisory Council's study. A
major factor in the Committee's decision involved the added costs of this proposal.
During the House debates on the Social Security bill Chairman Mills pointed out
that:

" .. data which first became available while the proposal was being consld.
ered indicated that the per capita cost of providing health insurance for the
disabled under Medicare would be considerably higher than the cost of providing
the same coverage for the aged. As a result of the new data, estimates of the
cost of the proposal were increased significantly, and this Increase in the cost
estimates would raise serious problems with respect to the financing of the
proposal." '

Moreover, at the present time, adequate data are not available to evaluate
the extent of health insurance coverage among those now on the disability rolls,
or whether the type of protection offered by the Medicare program is responsive
to the needs of disabled beneficiaries. Therefore, any decision about extending
Medicare to the disabled should be deferred until this Advisory Council completes
Its study and the Congress has had ample opportunity to evaluate the findings
and recommendations.

PUBLIC WELFARE

Title II of the bill would make numerous changes in the federal-state grants-
In-aid program of Aid to Families with Dependent Children. The most significant
of these proposed changes, which states would be required to implement by July
1, 1960, Involve family employment and services (Section 201), work Incentives
(Section 202) and community work and training programs (Section 204). Speclfi.
cally, H.R. 12080 would authorize federal financial support for a state AFDC
program after July 1, 19M, only if the state:

1. adopts a program to prepare family adults and older youths for produc-
tive, self-supporting employment. (Such a program must include testing,
counseling, basic literacy and skill training, and job development services.)

2. establishes a program to combat Illegitimacy among AFDO adults.
8. furnishes, or contracts for, day-care services for AFDO children so

family adults can participate in the literacy and job training programs.
4. exempts some earnings of AFDO adults In order to provide an Incentive

to work.
5. establishes community work and training projects in every area of the

state where a significant number of AFDO recipients reside.
Since its Inception AFDO's primary objective has been to prevent destitution on

the part of recipients The public has always been given to understand that most
families would need such assistance for a relatively short time until the head
of the household could get a Job and become self-supporting. However, this has
proven not to be true for a great many families It is now recognized that many
family adults need positive, constructive help such as literacy and Job-skill train-
Ing-before they could possibly qualify for and hold a family-supporting Job.

s Oos"reelo"sI Rowd., August 1, 1967, p. H10665.
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The objective of these new proposals is to encourage and assist as many as

possible of those on the AFDO rolls to become self-sustaining and self-reliant.
Instead of attempting merely to sustain life, the intent is to provide recipient
families with an opportunity to move up to a higher and more rewarding level
of living.

Obviously, not all AFDO recipients will be able to reach that goal; and not
all are expected to do so. Experience has shown, however, that many of them
would much prefer to be economically productive members of society. At
present, It is unrealistic in the case of many recipients to expect them to secure
gainful employment and move off the AFDO rolls. The plain fact is that all too
frequently these individuals lack even the most rudimentary skills. Such Indi-
viduals now are barred from becoming self-sufflicient by their lack of education,
by their lack of training, by their lack of good work habits, by responsibilities
in the home, et cetera. Experience also indicates that many of these individuals
are capable of attaining financial independence and the dignity and self-respect
that accompany it If they receive the proper encouragement and assistance.
Heretofore, such assistance-in the form of basic education, Job training, finan-
clal incentives, and other encouragement-has not been made available to them
except to a very limited degree and in Isolated instances. H.R. 12080 proposes to
meet this situation by requiring the establishment of mechanisms aimed at
making realization of the new objective a practical possibility for many AFDC
recipients.

One of the main objectives of HR 12080 Is to raise the work potential of
APIO recipients and, thereby, expand their employment horizons. Providing an
education and work training program-for each Individual for whom that Is
appropriate-specifically designed to enhance the employment prospects of the
particular Individuals Is a basic feature that too long has been ignored. Unless
this fundamental need is met, many recipients may be barred forever from full
participation In our society and relegated to the public welfare rolls either In-
definitely of repeatedly. No one can view the latter prospect without dismay
and concern.

Another feature of H.& 12080 Involves work Incentives. Numerous critics
of the existing public welfare programs have complained that recipient who
works-but who earns less than enough to sustain himself-ls, in effect subject
to a 100 percent income tax on those earnings since his welfare payment is re-
duced by the amount of his earnings. Few would argue that such a situation
is conducive to the acceptance of a job which can produce only a limited inome.
H.R. 12080 proposes to alleviate the problem by providing a financial incentive
for a recipient to augment his welfare payment by permitting the individual to
retain all or a part of the fruits of his employment.

This Inducement is an essential concomitant of the requirement that all in-
dividuals for whom a work training program is deemed appropriate undertake
such training. In the absence of such an Incentive, it would be less than realistic
to anticipate a real return on the educational and training Investmeat made for
those who endeavor to upgrade their work potentiaL Although some individuals
undoubtedly will be able to move directly from a training program to complete
financial self-support, It is unlikely that the majority will be able to do so. It is
tion in several steps and those who may never fully succeed in making the transi-
tion be encouraged to continue to work toward the goal of complete self-
support.

The National Chamber endorses the fundamental objectives of helping AFDC
families enter the mainstream of American society through the door of basic
literacy, Job trsening, employment and self-support. However, under EM
12080 this objective would bb implemented by imposing new federal require-
ments on the states. The National Chamber has Indicated on many previous
occasions its opposition to such mandatory federal requirements. Accordingly,
the Chamber urges this committee to accomplish the objective by positively
encouraging, rather than by requiring, the desired state action.

RmmAL OGATS FOR MEDICAL ASSSTA1CS (MEDIOAID)

Section 22 of the bill would Initiate a limitation on federal 'natcial particlpa-
tion In the federal-state Medical Aslitance progtms Federal funds would not be
available for vendor medical payments made by the states to Individuals or fam-
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Iles whose annual incomes exceed certain prescribed level& States could provide
Medical Assistance to persons whose Incomes exceed the prescribed levels, but
there would be no federal sharing of such costs

According to this Committee, the objective of Oongress In initiating this federal.
state program In 190 was to: " ... liberalize the federal law under which states
-operate their medical assistance programs so as to make medical services for the
neep more generally available." The program was intended to do two things:
1) consolidate Into one system all vendor payment medical care provided those
receiving cash assistance under the categorical aid programs; 2) prtwlde payment
for needed medical care for persons financially unable to pay their own health
care expenses and unable to quality under any of the categorical aid program.

The National Chamber believes that it would be advisable to place a limitation
on the extent of federal financial participation in Medical Assistane.

Some states have made large numbers of their adult working population, with
moderate Incomes eligible to receive medical care under their tax-supported pro-
grams. Such action has imposed a heavy financial obligation on the federal gov-
erment. The federal commitment is far in. excess of what was anticipated when
Congress Initiated the federal-state Medical Assistance program under the 1905
Social Security Amendments."

Today, It I. estimated that If there is no change in the present Medicaid law
the federal share of expenditures will increase from $1.4 billion to $8.1 billion.
between fiscal years 1068 and 1972.

As this Committee knows, the federal government has an open-ended financial
obligation under the Medical Assistance program and under the categorical aid
progrms In discussing the rising federal cost of these programs the Chairman
of the House Committee on Ways and Means mid: "These are Items over which
no one, including the President, has any control--except the Congres. The states
send In their bills and we give them a check, after the expenditures have been
incurred. There Is no way to reduce these In the Appropriation Committeef"'

The Chamber also beUeves it desirable to limit federal financial participation
to assure that eligibility under Medical Assistance is not extended to large num.
bet of the working population who have adequate incomes, because many such
persons now have voluntary health Insuranwe protection--either on an individual
basis or under collective bargaining arrangements-and are capable of buying
Insurance protection agatat the costs of medical car. Undue extension of medical
assistance eligibility could encourage those with voluntary health Insurance
protection to abandon their coverage and obtain medical care under a tax sup.
ported program. It seems clear that Congress never Intended that this should
happen. The Ways and Means Committee said: -

"Your Committee expected that the state plan submitted under Title 10 would
afford better medical care services to persons unable to pay for adequate can.
It neither expected or intended that much care would supplant health insurance
presently carried or presently provided under collective bargaining arrangements
for individual and families In or close to an averse Income rangel'

CONCLUSION

We want to reiterate briefly the principal points set forth in our testimony
today on H.& 12060.

The National Chamber fully endorses the more liberal eligibility requirement
for disability benefits that would be applicable to workers under age 81. It also
,a endorses the proposed Advisory Council study of the question of providing
Medicare for disabled beneficIaries.
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The Chamber supports an increase In benefits for the special aged groups quail-
fled under the Social Security Amendments of 10 aw the Tax Adj ustmnent Act
of 1960. It believes such benefits, however, should be raised to the level of the
regular minimum Prliary Inmural ce Amount.
The Chamber favors a limitation on the extent of federal financial participation

in the Medical Assistance program. It also believes that the basic objective of the
public welfare proposals Incorporated in I.1. 12080 Is sound.

The Chamber supports an across-the-board Increase in benefits. An Increase of
about 0 to 10 per cent would be appropriate at this time. An Increase of this
magnitude could be and should be financed without any upward adjusttuent in the
taxable wage base.

Finally, the National Chamber Is opposed to the Imposition of an arbitrary
dollar ceiling on the benefit payable to the wife of a retired or disabled worker.

The CHAIRMAN. 'rho next. witness is )r. George A. Wiley of the
Poverty Rights Action Center.

STATEMENT OF DR. GEORGE A. WILEY OF THE POVERTY RIGHTS
ACTION CENTER; ACCOMPANIED BY MRS. 10HNNIE TILLMAN,
NATIONAL CHAIRMAN, NATIONAL WELFARE RIGHTS; MRS.
ETTA HORN, VICE CHAIRMAN; MRS. BEULAH SANDERS, SECOND
VICE CHAIRMAN; MRS. MARION KIDD, TREASUIRM; MRS ALICE
IqIXON, SERGEANT AT ARMS; MRS DOROTHY Di XASOIO, SECRE-
TARY; AND MRS. HAZEL LESLIE

Dr. Wllxy. Mr. Chairman I have with me the officers or some of the
officers of the newly formed Rational Welfare Rights organization. On
my right, Mrs. JohnnieTillman, who is the national chairman; next
to her Mrs. Etta Horn, who is the first vice chairman; on my left, Mrs.
Beulah Sanders, who is the second vice chairman; Mrs. Marion Kidd,
who is the treasurer of the organization; Mrs. Alice Nixon, who is the
sargeant at arms; and on the far end, Mrs. Dorothy Di Mascio, who is
one of the secretaries of t he organization..

The CHAIRMAN. Where is your headquarters and how many membersdo you have IX. Wxxy, rhe headquarters of the organization is here in Wash-

ington, D.C. The Poverty Rights Action Center of which I am the
director is the headquarters. We have 4,000 dues-paying members whojoined the organization since we started the formal organization in
June. They represent directly about 16,000 welfare recipients in those
households.

Indirectly, they represent more than 5 million ADC mothers and
their children and they are here as they want to be heard on this vital
issue of this terrible bill that directly affects their lives, their families,
and their children, and they are here to testify.

As you know, wp attempted to come on the 28th. We wanted to be
heard by the committee, when all of the members of _the--and all of
the delegates from the 22 States would be in town. We regret that the
committee did not hear us on that day because it would-have been a
significant step toward direct participation of the people directly af-
fected, for the flrst time people directly affected. I

I am going to turn all of the time over to Mrs. Tillman and the ofi-
cers. I wl submit technical testimony for the record. I have submitted
some in the form of two statements. We will submit additional testi-
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mony but I would like to have the recipient officers have all of the time
with the committee.

Mrs. Tillman.
Mrs. TLXzMA. Thank you, Mr. Chairman. We certainly appreciate

you allowing us to talk to you at this time. We are welfare recipients
ourselves and I think this might be the first. time that you ever had the
opportunity to hear directly from the people who this AFDC program
affects.

We want to talk about the bill itself, the 12080. There are portions
in it that we are very concerned about, the illegitimate parts, the un-
employed fathers, the work and training program they have out-
lined for us that we had no opportunity to talk to them about before
this bill was drawn up.

Right now I will let Mrs. Etta Horn, who is a resident of Washing.
ton, an ADO mother, elaborate.

Mrs HORN. As Chuck told you, I am a welfare recipient, mother of
seven children. I have five at home now. And what Isee of this bill
is a disgrace It is a terrible disgrace, what I see in this bill, when it
says that ou freeze Federal aid for children, children in America
not to be Ied, but yet if they live long enough to fight, fight for this
country.

What this bill is telling us is that you refuse to feed babies but
you are sitting in wall to wall land.

Also denying aid to unemployed parents. This is ridiculous. Where
would they 5o What would they dot It seems to me, you are saying
we will put Cif of you in a stockado and feed the other half.

Also to go to this foster plan that is in that bill. When'you say
that you will take a child from his mother and pay his foster mother
anenormous salary when you will not pay his mother to let him sleep
in his own bed.

You also are saying in this bill that after you put him in a foster
home, if he makes it through from bei not a psychiatric patient,
that you will make him fitfor service toight for this country. I say
America must go to bat for its kids so its kids can go to bat for
America.

[Applause.]
Mrs. TinxL . I now let Mrs. Beulah Sanders, our second vice

chairman from New York City welfare--
The CHnwim. Ladies, I think I ought to tell you the rules of the

Senate just do not permit demonstrations in these committee rooms.
You are perfectly privileged to say anything you want to say. That
is your privilege and that is why we conduct hearings but I think I
should tell the audience here that you are guests of the Senate and
our. rules are we do not permit demonstrations. This is not a mass
meeting, and you are certainly welcome to say anything you want to
say, btit we-just do not permit demonstrations in a committee room.
It is against our rules.

I am sorry. Go ahead.
Mrs. SANDi.r. Thankyou, Mr. Chairman.
My name is Beulah Sanders and I am an officer of this organization

and I would like to say speak directly with reference to the training
program and forcing the parents out of the home. As a mother, I
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would like to say this: I cannot see this bill telling us mothers that
we must put our children in adequate day care centers, that we must
leave our children regardless of what the circumstances are, that we
must go to work because you say so. This I cannot se I do not believe
that we should be forced to work. I do not believe that we should be
forced to take training if it is not meaningful. If you are going to
give us something that we can hope for and advance in, possibilities
to go on to higher salaries, then I would agree to it. But at this point,
slaking for New York and across the Nation, I cannot agree to your

Forcing parents out of the home will only cause more delinquency.
When we are out of the home working1 our children are picked up by
the police. The first think they are going to say is "Where are your
parents?" When they say, "My mother is working," they are going to
go before the judge and find out why these children were out in the
street and why they were picked up. Yet still1 we have to pay that
penalty and you are sitting here in ths bill stating parents must go to
work, they must get off welfare.

I admit that thRe welfare system is rotten. It needs overhaul. Every-
one must take a big part in changing the welfare system.

Today I would-lie to state one fact. We have quite a few children
that are dropping out of school and if you will go biek and look at your
statistics, you can find out why. There is lack of money. There is lack
of all sorts of support. There is lack of recreation. Our children do not
get to do the things that the middle class do because there is not any
money. Now, you are sqing that we do not need welfare.

What do we need? This is what I am asking you. What can you give
me to guarantee that my child and all the other children are going to
grow up and be decent American citizens and they are not going to be
convicts? Is there anything in this bill that can convince us if we are
forced to go to work our children are going to be decent citizens, they
are not. going to be convicts? Is there anything in this bill that states
if you go to work that you aregoing to be able to advance into a higher
Said position? Is there anything in this bill that states are your chil-
dren going to be cared for?

We know best what we want for our children because we had them.
We want our children to have the same as any other equal citizen in this
country. We want our children to grow up and be the kind of persons
maybe that we would hope to see you be some day, because at this point
I do not think that you are really a good guy for me because you set an
example for all of us that we cannot live under.

There are two recommendations that I would like to give to you.
Give us a training program, yes. Make sure at the end of the training
program we have a job with a guaranteed wage, a minimum wage. If
you cannot do that, give us guaranteed income on welfare above the
Federal poverty leve or if you want to do something about day care,
then exploit some of the money that you have into day-care centers. Do
not force mothers to take care of other children. You do not know what
kind of problem that parent might have. You do not know whether she
gets tired of her own children or not but you are trying to force her
to take care of other people's children and forcing the parents to go out
in the field and work when you know there is no jib.
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.This is why we have had the disturbance in New York City and
across the country. We, the welfare recipients,4 have tried to-keep down
that disturbance among our people but the unrest is steadily growing.
The welfare recipients are tired. They are tired of people dictating to
them telling them how they must live.

It is time for you to change. Let us tell you how we want to live. We
cannot live by-your law. We are human beings.-We want to be treated
as su. Let us tell you what We would like to see in that bill which
is nothing. I recommend that you get rid of the bill throw it out com-
pletely, give us a guaranteed income, give us jobs that we can go into
and we can look forward to a decent future.

At this point we cannot do that. And I strongly suggest and recom-
mend that you get rid of that bill.

Thank you.
Mr. Kiw. I am Marion Kidd from Newark, N.J. I am here to give

my testimony because this summer I lived through some of the things
that hle been going on. Why I Because people are restless, because
they do not have jobs. It is not only poor people but people on welfare
that are feeling the effect.

Now when this H.R. 12080 bill appeared, all the welfare mothers in
Newark and New Jersey and across the country were worried about
it. We are worried because our sons, as my sister has said here this
afternoon, have to live under these conditions, but still and all, when
they are 18, they come off the welfare ro4l they go in the service. They
are not asked are you on welfare but they are taken into the service
to fight. Fight for what? They have nothing to really fight for. .....

I have a few things, here I would like to brhig to you. You say job
training prom What kind of jobs ,will- there be after we: finish
training? ill there be domestic work? This has not been specified,
what type of work we welfare mothers- can get after coming off the
welfare, I was told but in my own city by one of the welfare adminis-
trators, I mentioned to her that if the mothers want to work and-
there is a program called SEP. Many of the mothers wanted togo on
this job and &aiing but they were afraid if they did the would be
cut off welfare and then they still would not have a job. We said that
if we can get a job that is goLg to take us off the welfare, this would
be good. But I was told by thi head official that these trainingpro-
grams and the jobs afterward would not take you off welfare So I
see no benefit ir the training unless you have something that is going
to be substantial that is going to realy help us, not survive, because
that is all we are doing now.+ . I . I

I would like to go on to the 16-year-olds. You say you are taking
them off the welfare if tey are not in school. While tey are talking
about dropping the age-for voting at 18,1 think you adbetter drop
it to 16 because if these children have to go out and work on 8-hour jobs
40 hours a week, then I think they are going tobe adult enough to vote.
, And I would like to speak on our men. This FAC program has really

disillusioned many men. Our men are just,-they have nothing to do
when they have no work. There is no work for men. The Labor De-
partment has really degraded the men when they have to leave the
omes because there are not enough jobs, enough money to support

their families. : - I+
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I am here today to testify that I hope you do not pass this bill because
if you do, we will have the same thing we had bacw in July all over the
Nation "%.

Mrs. Mi.o. I am Mrs. Alice Nixon, from the State of Pennsylvania.
I would like to say to you, why do you not take your heads out of the
sand? We back home are getting tired of all this nonensew. You sit
there and you worry about the antiriot bills and here you are going to
pass a riot or guaranteed riotbill.

The people are so sick and tired hearing about illegitimacy. The
whole country was built on .lle tmate children. We were brought here
illegitimately, the country did not want-they brought us over here
and you worry about the illegitimate children. These are Americans,
they are your Americans of tomorrow. What are you going to do with
them? You keep feeding our children about the Amercan way of
life. When are you going to stop feeding it to them and teach it to
them and show them what the American life is? I have to sit down
here and listen to people who say, why do you fight, Alice ? It is notworking. Congress does not care about it. They are getting it every
day, day after day, and you know we women sit here and spend over
10 hours a day trying to help somebody who is a sister who is supposed
to help. We take tranquilizers. Why do you not take your heads out
of the sand and why do you not bring your investigation teams into
the neighborhoods and hear what they are saying? Ut will not be long
before they are going to stop mumbling.

You think you had trouble thi/summer and the thing is this is not
a black man's problem. We are tired being used, black and white,
as economic footballs. You say we am not tappayer What do you
mean we are not taxpayers? Every time we bfiy a can of beans we
keep the bean farmer in business or buy a can of tomatoes, we keep
the steel people in business, the aluminum companies in business, and
if we decide we would not buy a can tomorrow, how many steelworkers
would be out of work? Our Government any time they want to can
change the inage of the welfare recipients and will you please stop
using us as a political football.

Talk about jobs. We are tired of these vacuum jobs. You talk about
training programs. Where are your guidelines They will be same
doggone thing, keep training, training, and training us in a vacuum.
I have seen men walk around here almost crazy. I was surprised more
of us do not commit suicide.

You are going to take you oing to spend $1,800 a year to put a child
in a day-care center ana half of us do not even live on that in a year.
They do not even get that much.

You take- youlhave OEO programs, you caught those. How are we
able to participate in OEO programs when we do not even have the
money to eat. Take your heads out of the sand and come down and
listen to what the people are saying. They are getting tired. You are
too soft Life is too easy upstairs. You forget about us downstairs
There is going to come a time when the fire starts burning andyour
children are going to suffer. Your seeds and my seeds, they are tired.
So take your heads out of the sand.

You think I am bad. You ought to hear the people down here. You
wonder why they are burning down the cities. Do not pay heed. I hope
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you do pa your bill. Maybe you should ass it and then they will get
rid of the system a little quicker. When I say the system I mean the
welfare system as it is set up today. I do not say thank you. Half of us
had to scrap money to get here. My God, we nearly went crazy to get
money. No, no. I am not going to stop. Mayb& I should. I1 said enough.

MrM DI MAsMo. I am Dorothy Di Mascio from New York State.
After Mrs. Nixon there is not too much left for me to say, but I want to
stress, give you my opinion about-

The (AmArP . Pardon me just a moment. The Senate is voting at
this very moment. I am going to have to vote and Senator Harris is
going to have to vote and we will be back just as soon as we can.We will

bek as .soon as we get through with that vote. So, if you will just save
your positions there, we will come back as soon as we can.

(A short recess was taken.)
Senator HAPmS (now presiding). The committee will be in order.
We will resume the testimony. I apologize ain for our having to

leave to go over for a vote. Our chairman asked me to express his
apologies also. He asked me to continue the hearing until he could get
here. He is tied up now on the floor with this bill on the independent
offices appropriation.

You may continue.
Mrs. Di MAsozo. Thank you. I am Dorothy Di Mascio from Roches-

ter, N.Y. We are a little concerned about the fact that many of us were
here for our first national welfare rights convention Au 28. At that
time we asked to be heard and we were not given an opportunity. We
would really like an answer to this as to why we cod not be heard
at this time when we wanted to speak, when we wanted to be heard, and
voice our opinions and our views. All of these changes that will affect us,
changes that will affect our families, our way of life and everything
else, we really feel that we have not been treated fairly. We felt that we
deserved a chance to speak up and to express the way we feel and things
that we feel we need and what our desires and really what our needs are

I feel that this whole portion of the bill regarding welfare should be
completely dropped and that special hearing should be held in the
cities where the people are actually living that are alected by this. Here
you should come to the cities where we live, where we have a chance to
testify and express our feelings, give you our ideas and discuss it
with us.

It just does not seem right, it seems like it is some kind of a dictator-
ship where the changes that are going to be made, and you will not be
aff acted by it, we will. We are the. ones that will be a0ced, us sitting
here and thousands and thousands more across the Nation, and it seems
so strange that everybody else is going to make these changes and they
are going to tell us what they are going to do with us and with our chil-
dren anc with our husbands and with our life, and yet we have nothing
to sy about it. And nobody has even thought to ask us, any of us, how
we feel or what we want or even how do you feel about the change that
are made for us. We have not even been asked about ii, and we feel that
hearings should be conducted throughout the United States in the areas
where people are going to be affected so that they have a chance to
spea&k up.

Also regarding the children 16 years and older bein forced to go to
work Or be cut off, I wonder how we can expect a 16-year-old child
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who for some reason or other--maybe there is no visible problem-
for some reason or other a 16-year-old or 17-year-old who has dropped
out of school or was not able to assume the responsibility of contin-uing
in school, how can we expect these teenagers to go to work and assume
the responsibilities of a full-time job when they have no other rights.
They have nothing coming to them.

The men who have bein working, who have become unemployed,
and are collecting unemployment insurance, they would not be eli-
gible for any type supplemental assistance. I could very well under-stand andlI have seen it because I live with it every day whyaman,
and I am sure there is not a man in this room if he had six or seven
children and become unemployed today and started collect unem-
ployment insurance next week if the amount if his unemployment
was only $56 a week and he had a wife and six or seven or more chil-
dren to feed and to pay rent for and to keep warm and to put clothes
on them and send them to school and have them looking decent, the
way the should, I do not believe there is a man in here that would feel
much like a man if he had to live on that kind of money and I can
well understand a man saying that he would leave his family and
doing us"t that because the welfare will do better, $56 a week Will dofor them.

It is quite understandable. I am sure every man in this room would
feel very small if he were not able to do more for his family.

I wofld like to just comment on the issue--I am not sure who it
was that spoke about it a little earlier-but the issue in regards to
allowing employed persons to keep the first $85 of their earnings, one-
half of everything over that, until they reach the Federal poverty
line and were able to sustain themselves and really become fully
indet.edent..

I have seen a lot of the training programs, I have been involved in
some of the trading programs, speifilly the OEO programs. They
have some good training programs and some fin. You receive supple-
mental assistance until under the Economic Opportunity Aht it
changed. In certain areas, I am not sure-it was ii Albany-we were
allowed to keep the, first $85 and half of everything over that. This
changed, I believe it was in March, March 18 of ths year, where it
states that anyone employed for 12 months in a federal funded pro-
gram is no longer eligible for this type grant. At the end of 12 months
we forget about the first $85 and th-e one-half over that and they go
down to $40 and you are allowed to keep the first $40.

People who have not for many years, and some of them never, had to
face the responsibility of a family out on their own, who finally .et to
the point where they are involved in a training program, some of tee
people at the end of the year are able to take over and assume full
responsibility.-These are few and far between.

A person Who has not had to assume re biliy or for eo.e
reWn or another was not able to before, it is going to take him this
whole year to really believe that this program is goimgto do som
for them. that this training is really worth ad 'tt ate e
of a year they are finally just starting to get their feet Iup whore they
belong and ten the minute they get on good krun, s&nedy. just
pulls te rug right out from undir thei feet-beus they aren]Us-

1469



1470 BOIL SMOURMT A ED3 'Or 0 1067

stari They have faith. They are just starting to begin to believe
ito givethema cethatthey might just be

someby worthwhile, and the minute they get thinkng this, somebody
proves that they are wrong.

I do not kn=ow what else to comment on except for the fact that
like Mm Nixon said, the problems we have in our cities today, I do
not thin anyone realizes the situation is critical and it is not so much
of a racial issue any more It has become very quickly an economical
issue, where black eople, white people, poor people, are finall realiz-
ing that their probleWs are much the same and they are banding
together all over the Nation. Welfare rights groups are working along
with other groups and the Negroes and t e whites, the poor whites, are
getting togeher. They are etablishing a better relationship and a
better understanding and they are tired, and I am down here and it
just so happens I am white but I am poor and.I am down here with
them and Ikow both sides of it and they are tired. All of them, and
they are getting together and they are starting to talk about how tired
they are and ii tiis bill passes, you can believe that the situation then
will not be critical. It will be beyond that point.

Thankyon.
Mrs. Good evening, sir. I am Hazel Leslie of Philadelphia,

Pa. There really is not too much that I can add to what these nice
ladies have saidbut I would like to ask a question. I see so many names
here and I know all those people, though they are not from New York
or Pennsylvania or something--I just want to know how they feel
about us. I get the impression sitting here that those people ae lis-
tening to us and nodding their heads and smiling at each other and
getting up and quietly moving out as if we do not even count. But,
everybody sitting here is a voting agent. Everybody sitting at this
table votes. Every time there is an election we run to the poll and cast
our ballot for somebody. The same people have people just like us in
their State, doing the same thing as we are doing, and ivng the same
as we are doing. But yet, they do not even give us the courtesy to
listen and they come in and nod at each other and laugh and walk out.

I do not want to add to anything the ladies said. I am just wondering
just what sort of treatment we are getting. I think to the people whoare sitting behind us, I think the can see. We are just completely
ignored and we come here to testify. Dr. Wile is here and he has
given us his time, and they do not even want to hear what we have to
say. And I do not understand it but perhaps somebody can give me an
answer to it or write me a letter or something because as I sd, I am
with the Philadelphia Welfare Rights org.iztion and if anybody
lets me know, I would appreciate it and-if they let me know, let
everybody else know.

Thank you.
Senator HAWB May I just say there is another rolcall and they

have sent for all Senators to go to the floor of the Senate. I sent word
that I would not be able to come. But that is where the membm of this
committee are.

Mr. LZmu. May I ask you a question please, Mr. Harrist I think
we all appreciate the fact that.you are lis to us,but now, .ask
the question not to be smart because I. do not know-.,
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Senator HA m. Might I also say that everything being said is being
taken down and tomorrow we will have it in writing and it will be
studied by all the members of the committee. This is quite the usual
procedure.

Mrs. Lzism So, they really do not know how we feel except what
we are saying now. In other words, they are not even going to take
time to-maybe there is something they might ask us or we can give
them an answer that miht help somebody, maybe us, maybe even help
them think about something. But they are not here

Since we have suffered sohard and begged and borrowed money and
gas and drivers and whatnot to get hereI think everybody here would
appreciate a little recess while the good Senators go about their buis-
ness for a few minutes and then come back and listen to us. I mean
they might not have done anything about what we have heard but it
woidd make us feel as if we are par of something because it is a funny
thing, we are all citizens. I do not understand how we have to be treated
different.

Now, if there is an answer to that, I would appreciate it, please, sir.
Senator Flin. I will be glad to hear it. Dr. Wiley, do you have

anything further that you wanted to present?
Jr. WzUY. Well, the ladies have indicated that they have been con-

cerned about not having adequate opportunity to be heard when all of
our people were here on the 28th. Mis. Di Mascio raised the question.
We do not have an answer. Mrs. Leslie asked a question where the
members of the committee are. Will they hear them. We do not know
that people read these testimonies. This thing came up in the House
and was passed, this antiwelfare bill was passed in secret sessions. No-
body had a chance to testify in the House on 12080. For all they know,
they are going to go back to their cities and you people will hive your
huddle and_ the next thing they know they will-be saddled with this
thing and they want some-fiis, they want some c tment from
your people as to what your positions are and want to begin to get some
response and find out what you Fe oin to do on the bill, hit then
further, they want an opportunity f;or welf are bill to be fully
aired and all the issues of welfare taken to the people by hearings in
the cities.

I mean, if we cannot open up the democratic process for the people
in the ghettos and barrios who have been left out, and everyboy knows
i4 and they shall carry this problem into the streets i violent revolt
and everybody knows that, and if the Senate committee, the Senate
of the United States, is not really prepared to take the issues that
diMretly affect these people and listen to the leaders and have a dialog
with them-this is the democratic process--then we are not going to
have a democracy. We will all go home and just wait for the pl.a to
burn down and I think we ought to get a response to these questions.[A lause.) 

.. :..VA Mix. Also I must add to that, the District of Columbia has

always been a powder keg. They even hire kids to go to work but
they would not listento our problems, and when we go to the welfare
departments-we know this is not only a city but the-Nation's Capital
and they are do'g everyth poible to ke from blowing up in this
city. Well, I will youifthat bills= p it is going tob e a holo-
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caust in every city. Believe me, I do not feel like my children want tolive or are going to die for a people and the people sur i a
country when the country do not want to hear us. Every man that is
supposed to be representative in the city, you know, this is the capital
of the United States, we do not vote. But remember, we are absolutely
hot about it because we are tired. We are living in slavery and this is
a part of it. They do not even care whether we got into-we got no talk
on the 28th. We were banned. There again, members were from wel.
fare groups right here in the city who asked to be heard. They were
not he ard. They were ignored. We were only given 10 minutes. This is
a disgrace. It is a d ee. This is a dictatorship.

I see the eagle sitting behind, up on that wall. But I am wondering,
I am Wondering, are you resenting that eagle fully I No. Because in
your hearts I see something that really reminds me of 20 some years
ago when all of Germany was messing with its own people and then
messing with other people.

I say we should start,charity begins at home and if you are going
to start anywhere, start in the United States. And stop having adictatorship and not listening when people are begging.

The only time you want to-listen is when all over houses and stores
are burned down or when over half the people are dead. I think it is
a disgrace. The time is now.

Senator HAUs. Let me just wind up by saying the bill on the floor
of the Senate today involves appropriations for such matters as the
demonstrations cities bill and the rent supplement, bill, matters that
are not totally foreign to what we are talking about here.

Furthermore, I would just say as Dr. Wiley knows, and I think many
if not most of you know, that this is a bill which came to us from the
House of Representatives. This is the first time, you see, that we have
had an opportunity to look at this bill.

We have not written this bill, as I think some of you mistakenly
feel. It is a bill which was written in the House and came to us. Now
we have the opportunity to study this bill, taking into account what
you have said, long with what others have said, and to rewrite it if we
so desire, but up to this point, you see, it has been passed by the House
of Representatives only, and the Senate has not acted on it.

So, I want to say on behalf of the committee, that I appreciate your
being here, and r think youare certainly to be commended for the
great trouble you have gone to to be here. I think your testimony
has been eloquent and I assure you that it will be considered by this
committee in its actions.

Thank you very much.
Dr. Wfuz. Senator Harris ?
Mr& SRAmwus. May I ask you a question I-I understand there have

been so many million dollars allocated for the babies overseas that our
boys went over there and produced. I would like to know what is your
position on the money that you cannot allocate for the babies here
that some of us, all of us are producing.

Senator Hmws. That is a fair question. I do not know the answer
to it.

Mrs. SAMRM -Well, I cannot see you passing this bill. Not you per-
sonally. But they have-the Senate Finance Committee has not eme
up with a bill to stop that overseas. So, how can you stop it in this
country I This is our country.

1472



SOCMAL SECURITY OAM3NDWD)TOF 1067

Senator HAums. You see, the Senate Finance Committee has not
acted on this bill net aMrs. SANUMs. Ha not acted on itI

Senator H tis. No
Mrs. HoRx. Then, may I suggest if they have not acted on it, why

do we not get together, your committee, our organization, and why
do we not write up a bin that is going to fit our needs because that
bill that you have not acted on might very well cause too much chaos
and you still will not get any place, but if we get together we might
get8 or 4 feet ahead of ch other.

Senator HAns. That is the purpose of this meeting exactly and of
the other meetings that we have= holding.

Mrs. HoRN. It-does not seem that way because nobody is listening but
you. I see all these empty seats here and they pick today to go and
vote.

May Iaakyou something else What are they voting a I
senator H . I just said a moment ago-I thought I had made

that clear-it is on the independent offices bill, which includes such
matters as rent supplements and the demonstration cities funds; mat-
ters which you andE and everybody else are " interested in.

Mrs. HORN. I am familiar with the rent supplement. It will not work
for welfare recipients. Are you familiar with thatI

Senator HAnme. There are several amendments to the bill for suchpurposes.Mrs. HORN. Well, it has been tried in urban renewal areas. We are

still waiting for housing for welfare recipients and it will not work.
But I still say if you sit down with us,let us go to another room, if

necessary, and jet us work on this bill because this is the only way you
are going to get some satisfaction.

Senator izms. What I am going to have to do now -is recess the
committee until 2 o'clock.

Mrs. HORN. We ain't finished yet. You are treating us wrong now.
Senator Hanms. I am sorry.
Mrs. HORN. We have not finished. You see, this is what I am saying.
Mrs. T AN. Before you recess, I would like to know, does it take

all day for these gentlemen whose names, taken from their nam to
vote on a bill f

Senator HARRIs. I am sorry. But that is another rollcall in the Se-te
and so we will have to recess the committee at the call of the Chair, and
I do appreciate your having been here

(Whereupon, at 12:5 p.m., the committee adjourned to reconvene
at 10 aam., Wednesday, September 20, 1967.)

(By direction of the chairman, the following statements are made
a part of the printed record :)

STA T O1 MRM ZOSAN NEW YomX N.Y.

Mr. RoAiz. I appeal to you U.S. Senators who are on the Fi-
nance Committee of the 90th Congress for your support of H.R. 2015
which is a proposed social security amendment This proposed social
security amendment would extend benefit under section 228 of the
Social Security Act to the age citizens over 72 years of age who
never worked to make contribution to the social security fund who
live in Puerto Rico. As you are fully aware those aged citizens who
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want to receive benefit under section M of the Social Security Act
one must live within the 50 States and District of Columbia. I Yo not
believe it is fair to deny those aged citizens who live under the Ameri-
can flag in the American possessions the same benefit that those aged
citizens who are living and reviving benefit within the 50 States and
District of Columbia. I ask you U.S. Seiators who are members of
the Senate Finance Committee of the 90th Congress please consider
the plight which this group of senior citizens fid tlemselves today
since they are being denied the benefit under the 1060 Social Security
Amendment while living under the American fla but outside of the
50 States and District 6f Columbia. I urge you .8. Senators who
are members of the Finance Committee of the 90th Congress please
support a social security amendment to extend benefit under section
28 of the Social Security Act to persons over 72 wh- live outside of
the 50 States and District of Columbia. I hope and trust that my
appeal to you U.S. Senators will receive favorable consideration to
such a worthy social security amendment which the Committee on
Ways and Means of the 90th Congress gave this proposed H.R. 2015
social security amendment since I, Herman Rosanetz of 68 F'ast

Third St., New York City 10008, testified on behalf of such a needed
social security amendment. If you wish to check my statement you
will find my statement onplage 1640 of the public hearings on social
security legislation before the Committee on Ways and Means of the
90th Congress. Please don't let my appeal to you members of the U.S.
Senate Finance. Committee so unanswered since people .who live
under the American flag outside of the 50 States and District of Co-
lumbia are American citizens and are entitled as a matter of right. to
the same benefit. as the people who live within the 50 States and District
of Columbia.

(An attachment to Mr. Roanetz' statement follows:)

STATMUSNT OF HXZMAN ROANVTZ NZW YORK, N.Y., BSVouK TUE WAYS AND
MEANS COMMITTEE

Mr. Chairman, I appeal to you members of the Committee on Ways and Means
of the 90th Congress, to consider the feasibility of having general revenues of
the U .S. Government to finance the social security fund. I do not think It will
serve the interest of the senior citiens by further increasing the social security
tax since It will further increase Inflation in America.

As the social security' tax operates now,: worker and employer pay- equal
share. If the social security tax is to be further increased such as H.L 5110
proposes the employer will further increaee the price of his product, Oucb as

when an Industry gets an increase in salary by a labor organization.
I ask you, members of the Committee on Ways and Means of the 90th

Congress, what benefits will the senior citiens receive by further increasing
the social security tax since the increase will be eaten up by an increase In the

cost of living?
I urge you to eliminate the tax deduction on charity as well as exempt foun-

dations and use that money to support the social security increase.
I do not believe it is fair to permit anyone to claim any money they give

to charity a tax deduction since I believe anyone who wants to give charity

should give it because that person wants to give It.
I am also opposed to the idea of tax-exempt foundations which favors big

corporations In order to beat their fair share of the tax.
I ask you, members of, the Committee on Ways and Means of the 90th Con-

gress, why permit those tax-exempt foundations to exist in 6or to beat their
share of the taxi I say anyone who wants to do charity work should do It with-
out haVing any tax-exemption break or deduction on their contribution to any do-

gooder oranisatlo.
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I can inform you that 95 percent of the charity organizations as well as those
tax-exempt foundations use their money to pay for their staff operation and
very little comes to the person in need. I am quite sure you members of this
committee have received reports about those organizations who try to use any
Idea to beat the tax,

I therefore urge and appeal to the Committee on Ways and Means of the 90th
Congress not to permit charity as tax deduction as well as tax exempt founda-
tions and use that money to support the social security fund and Its programs.

The idea of using general revenues through the U.S. Government ts not a
new idea since section 228 of the Social Security Act Is supported by public
funds. If general revenues can be used to support section 228 of the Social
Security Act which Is the 1066 Social Security Amendment, why cannot general
revenues be used to support the entire social security program and give every
retired person $200 per month and not on the basis of what he earned during his
working years?

I do believe that America can afford to support such an idea so that no aged
citizen be compelled to apply for public assistance or support from their children.
Remember the American taxpayer Is supporting every country throughout the
world. Yet our aged parent is living In poverty.

I now appeal to you members of the Committee on Ways and Means of the 00th
Congress for your support of H.R. 2015 as a social security amendment which
the Resident Commissioner of Puerto Rico introduced through my suggestion.
I am quite sure some of you members are fully aware of the fight I waged all
alone on behalf of those unfortuned aged citizens who never worked to make
contributions to the social security fund and are past 72 years of age.

I wish to express my thanks and appreciation to you members who were on
the conference committee on the Tax Act of 1906 to support a social security
amendment to give benefit to those aged citizens who never had the opportunity
of working to make contributions to the social security fund.

The idea which U.S. Senator Winston L. Prouty, from Vermont, used as general
revenues from the U.S. Treasury was from me, Herman Rosanets. I am fully
aware U.S. Senator Robert F. Kennedy and Congressman Jacob Gilbert, a member
of the Committee on Ways and Means of the 90th Congress have introduced social
security proposal whereby the social security fund should be partly supported by
general revenues and partly by a smqlIl increase in the social security tax.

Yet during the 89th Congress, U.S. Senator Robert F. Kennedy, from New York,
and U.S. Senator Jacob Javits, from New York, did not cosponsor S. 350 as a
social security amendment which was introduced through my suggestion by U.S.
Senator Winston L. Prouty from Vermont, so that those unfortuned aged citizens
can receive social security benefits financed through general revenues of the U.S.
Government.

Now U.S. Senator Robert F. Kennedy is sponsoring a social security bill in
the U.S. Senate to use general revenues and a small increase in the social
security tax.

I am certain you members are fully aware that section 228 of the Social Security
Act, which is the 1966 social security amendment permits those aged citizens over
72 years of age, who never made contributions to the social security fund to
receive benefits at the rate of $35 per month and financed through general reve-
nues of the U.S. Government.

I ask you members of the Committee on Ways and Mean, of the 0th Congress
why should the senior citizen over 72 years of age who never worked to make
contributions to social security fund and lives outside the 50 States and the
District of Columbia be denied the same benefits which the same senior (Atl3en
would enjoy if he lived within the 50 States and the District of Columbia.

I urge you and appeal to you members to act favorably on H.R. 2015 which
Resident Commissioner of Puerto Rico Santiago Polanco-Abreu introduced
through my suggestion so that those aged citizens living In Puerto Rico, who are
past 72 year. of age and never worked to make contributions to the social security
fund can receive the $M per month.

I urge and make a special plea to Congressman Jacob Gilbert who represents a
large population of Puerto Ricans within his congre3sional district in the Bronx,
N.Y., to use his influence as a member of the Committee on Ways and Means of the
00th Congress for the passage as a social security amendment H.R. 2015, which
means so much to those aged parefits who live in Puerto Rico as well as other
American territories.
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Remember the American possessions outside of the 50 States and the District
of Columbia is part of the United States of America and by denying benefits under
section 228 of the Social Security Act is unfair and unjust to those aged citizens
who live under the American flag.

I urge you and appeal to you Mr. Chairman and members of Committee on
Ways and Means of the 90th Congress to supp rt H.R. 2015 as a social security
amendment so that those aged citizens living outside of the 50 States and the Dis-
trict of Columbia can receive benefits under section 228 of the Social Security
Act. -

In closing, I wish to express my thanks on behalf of myself as a son of a parent
who is receiving benefits since she will receive an Increase from $35 to $50 a
month.

STATEMENT OP MRS. HENRY STEGER, CHAIRMAN, NATIONAL
COUNCIL ON ILLEGITIMACY

Mrs. STmuu. The National Council on legitimacy is a national
voluntary organization sponsored by the Child Welfare League of
America and the Family Service Association of America. It has a
membership of 18 major national and 281 State and local health, wel-
fa" and religious organizations and 165 lay leaders and members of
the different fielpi professions, such as attome physicians, social
workers, members of religious orders, and so forth. membership repre-
sents all religious groups as well as non-sectarian public and voluntary
agencies.

The National Council on Illegitimacy is the only agency in the Unit-
ed States with an exclusive and all-inclusive concern for the serioussocial problem of illegitimacy. It serves as a clearinghouse of informa-
tion on all aspects of the problem of illegitimacy, foe study of the
type and pattern of services needed to help prevent illegitimacy and to
provide required assistance to unmarried parents and their children;
encourages research, and publishes current literature.

The National Cotncil on Illegitimacy shares the concern of the Con-
gress with respect to the seriousness of the problem of illegitimacy.We also agr that welfareprograms should be designed to helpIople
become selt-supporting. We strongly object, however to specific pro-
visions in title I of H.R. 12080 which penalize children born out of
wedlock. In our view, though designed to reduce illegitimacy, thesemeasures actually are self-defeating. The amendments, whatever their
intent, will serve to aggravate rather than alleviate the problem of il-
legitimacy. Punishment of helpless children and unmarried' mothers
through denial of public assistance benefits and through enforced wpa-
ration of mothers from children can only lead to further social and
psychological deterioration. It will not prevent dependency nor
st .hen family life. It cannot rehabilitate the individual or the
family. The threat of child removal in families with illeitim6ay has
been found to be a powerful deterrent to the mother's a vng for as-
sistance regodless of the child's need. Under.sttch conditions mother
and child will be cut off not only from decent maintenance, but also
from rehabilitative help.

The National Council on Illegitimacy, while committed to work
toward prevention, is equally strongly committed to the principle of
provision of full right -for fll itfinsU children on the same W as
rights enjoyed by legitimate children. Punishment for a social status
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of birth over which the child has no control may well conflict with the
14th amendment to the U.S. Constitution. In any case, such stigma will
breed social isolation and resentment against society. Powerful road-
blocks against rehabilitation will have been created.

The report of the House Committee on Ways and Means stresses con-
cern over the fact that the 1962 legislation has not had the results that
those in the administration who sponsored the amendments predicted.
It is true that a large number of families have not achieved inde-
pendence and self-support. However, only a small minority of un-
married mothers receive the benefits of AFDC. An HEW survey
conducted in late 1961 showed that four-fifths of all out-of-wedlock
children were not receiving public assistance. Nor can it be said that
the illegitimacy rate is going up to any significant degree. From 1957
to 1065 the rate increased by 3.5 percent but during fhe same period
the number of unmarried women of child-bearingage rose from 9.9
million to about 12 million. A 1064 investigation-by the Community
Council of Greater New York found that only 3 percent of unmarried
mothers and their children were solely supported by AFDC during the
first 18 months after the birth of their first child.

The stark fact remains that rehabilitative services are generally
unavailable to that large majority of unmarried mothers who. keep
their children. Society puts many, often insuperable, roadblocks in thepath of the unmarried mother who wishes to become a self-supporting
and contributing member of society. Many public housing projects ex-
clude this group as a class. Most public school systems prohibit prez-
nant girls and young mothers from continuing their education. Ad-
quate day care facilities for infants are almost nonexistent. Counseling
services do not reach the very poor and deprived.

It must be stressed above all that social welfare alone cannot com-
bat the problem of illegitimacy. Public welfare services are desperately
needed for alleviation of the results and can aid in prevention. How-
ever, society as a whole is responsible for the very existence of the
problem and it is unrealistic and perhaps naive to lay the blame on the
welfare system that only struggles with end results. Illegitimacy has
many causes which demand fundamental action by all societal institu-
tions. Among such root causes are, to name but a few:

1. The high unemployment rate for minority group males which
precludes marriage.

2. Lack of adequate housing for the establishment of mature
and responsible family life.

3. The country's deteriorating moral climate which in eve way
through industrial advertisements, provocative cloth, itera-
ture, and so forth, glorifies sex as an isolated entity without con-
sidering it in'the framework of mature and responsible family
relationship. There is a general onfusion about inoral values.

The restrictive provisions of MR. 12080 peiaelie eth victims of
the climate prevalent in our whole body socil' They do not attack
the problem at the roots. A comprehensive plan for prevention of
illegtmacy must go far beyond amendments to the Social Seurity

Specifically the National Council on Illeeitimnay. objets to the
following inhumane provisions of the bill whchi are giant steps back-
ward in the interest of children:
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. 1. The ceiling placed on Federal grants to States for AFDC
which does not take into account the possibility of economic reces-
sion and the rising number of women of childbearing am This
will reestablish a system of "less eligibility" and force the States
to penalize all children in need.

2. Required cooperation with law enforcement agencies in de-
termning paternity. We agree with the principle that the unmar-
ried father should assume, when able, financial responsibility for
his child. The provisions of the bill, however, are not designed to
further the father's interest in his child. Rather they will lead
to time-consuming litigation during which children will suffer.
Experience has sown also that such provisions will deter needy
mothers from applying for public assistance, again depriving in-
nocent children. Court systems in some local communities are
reinvoking 18th century laws, trying on charges of fornication
unmarried mothers who file paternity suits. Conviction may result
in jail sentence, depriving the child of his mother's care at expense
to the taxpa er.

8. Referrlto the courts for possible removal to foster care of
a child from a home with "multiple instances of illegitimacyy"
Multiple illegitimacy alone does not make a woman an inadequate
mother and should not deprive the child of parental car. This
provision, apin, will deter a woman from appyin for assistance
thus depriving her and her child of needed counseling and financial
assistance.

4. The proposal to force mothers and out-of-school youngsters
over 16 into the labor market as a condition of receiving assistance.
This provision does not allow for individualization, and does not
take into account the social value of a mother's work in the rearing
of her children and caring for their home. Also youngsters, rather
than be urged to enter the labor marketprematurely, into possibly
dead end jobs, should be urged to complete schooling so that their
long-range earning power is enhanced. Continued schooling should
be available for pregnt girls and young mothers.

5. Th~e provision that illegitimate children who qualify for
0ASDI benefits only under the 1965 amendments-eeotion 216
(h) (8) of present law-receive residual benefits only. This is a
regressive step and clearly discriminatory. It penalizes illegiti-
mate children, who cannot help their social status not only finan-
cially but also psychologically, placing them into the position of
outcasts

We earnestly urge redrafting of title II of H.R. 12080.

STATEwENT OF DR. HERMAN D. STEIN, DEAN, SCHOOL O APPLIED
SIAL SCIENCES, WESTERN FERV UNLV, ON DERa.
OP THE COUNCIL ON SOCIAL WORK EDUCATION

Dr. 5mw. My name is Herman . Stein. I am the dean of the School
of Applied Social Soiences of Western Reserve University in Cleve-
land -Ohio. I ap.r before you today in my capacity as president of
the Wouncil on -ocial Work Education.
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The council is the one and only national agency exclusively con-
cerned with social work education. The constituent members of the
Council on Social Work Education include not only the 63 accredited
graduate schools of social work in the United States and almost 200
colleges and universities with undergraduate programs in social wel-
fare, but also over 40 major national health and w fareor nizations,
and the National Association of Social Workers with over R,000 mem-
bere who are concerned about social work education. In addition, thou-
sands of State and local health and welfare agencies, libraries, in-
dividual educators, practitioners and interested citizens are also af-
filiated with the council,

The key purposes of the council are to set and maintain standards
for graduate schools of social work and to give leadership to the en-
hancement and expansion of social work education at the undergrad-
uate, master's degree, and doctoral level. - •

I speak in support of the Mills bill, H.R. 5710, and especially of
title IV on "Social Work Manpower and Training."

ADEQUATE SUPPLY OF PROPERLY PREPARED MANPOWER I8 CROTOAL

No service is better than the quality of personnel who direct it. This
is as true in health and welfare as it is in business and industry. .

There are today over 10,000 budgeted social work positions in health
and welfare agencies that. are unfilled. Many social work positions
requiring the highest level of competence are filled by people who do
not have adequate preparation. Billions of dollars are provided each
year by private citizens, business and labor groups, foundations, and
government-local, State, and Federal-to carry out- the many pro-
gms and services with which the United States helps its needy, phys-
ically sick, mentally ill young and aging, and its physically and emo-
tionilly handicapp-W. To utihze both the tax and contributors' dollars
judiciously and effectively, an adequate number of appropriately edu-
cated social work personnel is essential. The need is critical both in
positions requiring*professional competence and to fill the rapidly
growing number of positions not requiring graduate profesonal
education, in order to achieve effective service at. minimum cost.

CURRENT SOCIAL WORK MANPOWER NE)5 CANNOT BE MET WITHOUT
FEDERAL AID

Schools of social work have increased their enrollments and their
graduates more than 100 percent in the lait decade. Ye t the exist'rag
programs of social work education are unable to graduate enough
students meet even the manpower needs of the past. Implementation
of the provisions and intent of the many signficant laws dealing with
health, education, and welfare passed in the last session of Cojress
calls for a far l arer number of social work personnel than ever beore.
Unless-new and major Federal support becomes available to help
social work education to expand subatially, schools of social work
will not-cannot,- _prdue enough social workers to'meat current,
much less future demands.

as-as O'-4T-pV 4
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MAZOR EXPANSION OF SOCIAL WORK EVCATION I OECSARY AND UROGNr

It has been estimated that in the next decade, because of the grow-
ig population alone, there will be a need for a 60-percent increase

of social work personnel in the United States Just to maintain the
present level of service-inadequate as it is. In addition to the popula-
tion explosion, the many problems remlting from Negro ghettos in
our cities, from increasing automnation, from the swelling migration
to hu urban centers, demand highly trained professionals. More
specifically, the 1962 Public Welfare Amendments, with their empha-
sis on rehabilitation, the new developments in comprehensive com-
munity planning in health and medical care, in prevention and treat-
met of crime and juvenile delinquency and new community mental
health programs, all call for more social work personnel. The Task
Force on Social Work Education and Manpower of the U.S. Del.art-
ment of Health, Education and Welfare, in its report entitled
"Closing the Gap in Social Work Manpower" published last year,
documented the need by 1970 for 100 000 new social workers with
graduate professhonal education and for many more thousands of
college graduates to be employed in certain tasks in social welfare
not requiring graduate professional education. Increased use of auxil-
iary personnel also increases the need for professionally educated
personnel in planning, administration, and supervision. There has
also been growing recognition that social workers can and should
play a major role in the prevention as well as the alleviation of indi-
vidual and social problems. This, again, calls for more personnel and
more highly trained social workers.

It is not only Government services, the Protestant, Cntholic, or Jew-
ish agencies, or the voluntary nonsectarian agencies which require
more social work personnel but also industry an the military services
which in recent years have begun to seek social work staff in increasing
numbers.

The supply-and-demand relationship of social work manpower is
out of balance and growing worse. Operating at- full capacity afnd at
an alltime high, al-the schools of social work now graduate fewer
than 4,000 social workers each year. Similarly, it is estimated that,
fewer than 4,000 students complete undergraduate programs in social
welfare annually. At the present rate, it would take the existing
schools of social work over 20 years to train the 100,000 new profes-sionally educated social workers needed for the public services by
1970. Obviously, major expansion of social work education is necessary
and urgent,
z "ovr " or schols or soCIAL WORK HAS GROWN; BUJT NOT

NEARLY ENOUGH

The schools of social work have done everything possible within
their resources to expand and increase the number of graduates. The
"output" in recent years has grown substantially, but the increase has
not been adequate to the need.
The ntmber of avkoo ' # Ami been prm~ing' coi*1tefittl

As of January 1907 there are 68 accredited schools of social work
in the United States. fhe number of accredited schools has grown in
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recent years at an average rate of about one new school a year. In
1950 there were 48 school. Between 1950 and 1960, nine new schools
were accredited; since 1960, six more have become accredited school&
These are located in Arizona, California, Georgia, Maryland, Oregon,
and Wisconsin.
EnrofUnwt has been inreaming each year in the past decade

There has been an annual increase of about 14 percent since 1954.
In the academic year 1966-7, there were 9,335 full-time master's de-
gree students enrolled in the 63 schools of social work. This represents
an overall increase of 11 percent in enrollment in the master's degree
programs over last year-from 8,880 to 9,835--and marks an alltimehigh.

The w..ber of graduates from 8ohool of soci work has reace an

The increased enrollment in the master's pr of Schools of
social work in recent years, as would be expected, is refleted in the
number of graduates. The year in which he fewest students were
graduated in the last decade and a half was 1957 with less than 1,100.
By 1960, the number had grown to about 2,006. At the end o? the
academic year 1965-66, 8,693 students were graduated from the 63
accredited schools. This number represents more than a 100-percent
increase since 1957, from 1,612 to 8,698.

While no similar comprehensive and reliable dafa are available for
undergraduate programs in social welfare, there is ample evidence of
their growth and development in recent years. One example is the in-
crease in the membership of undergraduate programs in the council
from about 50 in 1957 to 198 in 1967.

FURTHER EXPANSION Or SOCIAL WORK EDUCATION IS NEZC ARY
AND POSSMLE

The enrollment of schools of social work is at an alltime high. Most
schools are filled to cappeity and are forced to turn away qualified
students.

In a survey conducted by the council in 1964, 48 out of the then
existing 59 accredited schools of social work reported that they could
not accept all the applicants who met their entrance requirements. The
situation has grown worse since then. In the same 1964 survey, 57 out
of the 59schools indicated that, if funds were available, they could
adwould expand.

A special conmi.tee of deans, in the spring of 1968 made a study
and prepared a detailed report on how much and how ?ast social work
education could expand in the decade, 1966-76, if adequate funds be-
came available. They concluded that social work education could pro-
duce. 96,709 master's degree graduates from schools of social work;
100$000 college graduates, from undergraduate prorm in sociSal wVA-
fare; and 1,200 dwftqral dereem ad'e fromscalw6kprgas

The committee indlceted In airport:.
We. reeopw that to aebtm -th p"ojWt qutatve growth without a

negative effect on qpiy, will require a ,UPf/e eift on tf pait of W60018 of
sccet work MW all eiothof to2 a96el work ediiUou.. The manpOw
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nee&B In social welfare make these projections for a major expansion of social
work edutation Imperative. We believe that they are attainable if substantial
new support for faculty, actlities and student aid becomes available quickly.

The output of social work education can be increased through (a)
the establishment of new schools and programs; (b) the expansion
of existing schools and programs, and fo) the development of differ-
ent patterns of education.

Six new schools of social work have opened in the past 2 years and
are working toward accreditation. These are located in California,
Florida, Illinois, and New York. As a rule, the interest and impetus
for new schools has come frompublic or voluntary agencies in the
area and/or the university officials. Usually it takes many years for
the interest in establishing a school of social work to be translated into
reality. Almost invariably, the lack of adequate funds is the cause of
slow progress or no progress. The availability of Federal funds to
help establish new schools of social work in both private and public
institutions of higher learning could be a critical factor in the next
few years.

At the present time, 18 States have no schools of social work. These
States include two represented by members of this committee, Ar-
kansas and Montana. Some believe that every State should have at
least one school of social work. They argue that in addition to meet-
ing staff needs, the State will derive other benefits from a school in
the area, such as professional leadership, a center for research on the
social problems of the State, and encouragement of continuing study
by practitioners. The Council is currently working with universities
in 31 States which are at various stages of planning for nev programs
of social work education. It is anticipated that, if adequate funds be-
come available, schools of social work will produce additional social
work personnel in the near future in Alabama, Arkansas, California,
Florida, Illinois Massachusetts Michigan, New York, North or South
Dakota, Ohio, Pennsylvania, Texas, Virginia, and Wisconsin.

Although existing schools of social work have increased their enroll-
ments annually, the lack of funds for new faculty and enlarged facili-
ties has been a limiting factor on growth. Schools have indicated that
they cannot continue to increase enrollment and maintain high quality
education without new and additional funds.

Colleges and universities have been slow 6r unable to initiate new
undergraduate programs due to limited university funds. For the
same reason, existing programs have been unable to add to their facul-
ties in order to prepare more students. The availability of Federal
funds would make a major difference.

LACK OF FACUIIY IS A KEY OBSTACLE TO EXPANSION OF SOCIAL WORK
EDUOAOION

The deans' committee report mentioned earlier estimated that to
achieve the projected expansion of existing graduate schools of social
work, the creation of new schools of high quality, and the development
of undergraduate programs in social wear will require, between
1966 and 1976, approximately 1,600 new full-time faculty members for
graduate schools and 300 new full-time social work faculty for under-
graduate programs. This estimate took into consideration the current

1482



soCIAL BECU~ffY'AMENDMENTS 0F 1007 18

and con tinuing use of part-time faculty, improved utiliztion of fae-
ulty in the years ahea though new teaching patterns and educa-
tional technology and a probable 20-percent loss of existing faculty
due to marriage, motherhood, retirements and other causes. To this
total of 1,900 iew full-time faculty needed for the expansion of social
work education in the next decade must be added at least another 100
for-currently existing vacancies.

It vil require, a iajor effort to recruit, prepare, and pay for new
faculty for social work education in the next decade. Many but not all
of these new faculty members will need doctoral or other advanced
preparation. The new schools as well as the existing programs will
require financial aid in order to produce and employ faculty needed to
prduc-e more graduates.

College and universities will need additional resources for field in-
struction and will need increased itaff in the dean's office, the admis-
sions office, and in Various supporif.ng services. They will also need to
find, renovate, or construct facilities for increased student bodies,
faculties and research activities. We are disappinted that the bill does
not provde funds for new construction which will be necessary for new
schools and will also be needed by existing schools in order to continue
to expand. We all hop that, in the future, Congress will provide funds
to helpmeet the cost.of new-physical facilities for social work educa-
tion, as has been done for various other professional schools

-EDERAL AID CAN MAXE THE DITFECZ

Schools of social work in the years ahead can be the spur or the
bottleneck in efforts to improve and increase needed health and welfare
services by insuring adequate quantity and quality of social work per-
sonnel. Major expansion of existing schools of social work and un er-
graduate programs in social welfare, and the establishment of new
schools and programs will'reim Federal aid. Until and unless there
is expansion of social work education, the ever-growing shortage of
social work personnel will be an insurmountable bbstacle to the effec-
tiveness of existing health and welfare programs, as well as to their
further improvement and expansion.-

As president of the Councill on Social Work Education, I want to
pledge- to you, on behalf of all our member schools-whether State
universities, those under religious auspices, or private nonsectarian in-
stitutions-that we will exert every effort to make every dollar of Fed-
eral support go as far as possible in turning out the maximum number
of well prepared personnel so urgently needed in the various health and
welfare services.

STATEMENT OF MARTIN 0." SEHAM, GENERAL COUNSEL, ALLIED
PILOTS ASSOCIATION

Mr. SERHAM. My name is Martin C. Seham, and I am general counsel
to the Allied Pilots Association. The association wishes -to thank the
committee for the opportunity to present its views on the Social
Security Amendments of 1967. Our association is an organization rep-
resenting the 3,400 pilots in the employ of American airlines. We are
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appearing before the committee because we believe that the pendency
o the amendaory legislation offers Congress an opportunity to cor-
rect an inequity under the present law and an ineqity which is likely
to become more aggravated in future years.

As the committee undoubtedly knows, the professional life of airline
pilots is cut off at age 60 by Federal regulation. This is a regulation
which all airline pilots feel is wholly unwarranted and an arbitrary
measure unrelated to the individual pilot's personal capability and
physical condition. The organized pilots of this Nation vigorously, but
unsuccessfully, opposed the issuance of these regulations, and pilots
must now order their professional and personal lives on the basis of
these regulations.

Testimony has already been offered by Capt. Nicholas J. O'Connell,
Jr., president of the Allied Pilots Association, in connection with
this pending legislation. That testimony begins at page 1499 of the
transcript of hearings before the House Committee on Ways and
Means, and we do.not intend to repeat it here. However, we want to
take special note of the action taken by this committee in submitting
to the Secretary of Health, Education, and Welfare a question raising
the issue of inequitable treatment to pilots, or others, who are forced
to retire at an early age by Federal regulations but must, nonetheless,
wait until the "normal" retirement date to be eligible for social securitybenefits..We want to specially thank the committee for its action in
recognizing the issue we are raising. 

The answer of the Secretary. of Health, Education, and Welfare
begins by stating: "It would be difficult, to justify making full social
security benefits available to airline pilots at age 60 while denying
benefits to other workers age 60 whose need for tie benefits might bejusas great. The simple answer to the Secretary's statement here
ies in the fact that other workers are not required by Federal law

to terminate their employment. at this early age. Presumably, the re-
quirement for the retirement is for the publics protection, and as we
have pointed out, it, has been over the disagreement of the pilots
affected. Certainly, if commercial airline pilots must abide by a fed-
erally imposed retirement regulation and becut off from their normal
gainful employment, there is no reason whay they should be prevented
from receiving full social security benefits at that. time. In a real sense,
the Federal Goivernment has already set the "normal" ret iremnent age
for pilots at age 64 and is discriminating against these men by not
making payment at that time.

The next objection raised by the Secretary is based on his statement
that "the cost of the program would be substantially increased." We
presume that this comment is a standard one made by the Secretary
on any occasion when benefits of any kind are opposed. Certainly, a
vague, meaningless statement of this kind merits no consideration at
all from the committee. The balance of the Secretary's reply is devoted
to suggestions to remedy the pilots' inequitable situation. The first
suggestion is that any inequity be remedied by the airlines. Of course
the same observation could be made with respect to the entire social
security system, but we feel that the underlying principle of the legis-
lation rejects such a thesis. If the committee wll join with us in ac-
cepting the premise that pilots are entitled to full social security bene-
fits at their federally imposed "normal" retirement age, then the Sec-

1484



SOCIAL SECURITY AMENDMENTS OF 1967

rotary's argument that these men constitute a special group and that
their special roblems must be handled-if at ill-by their own em-plo e MMust b6 reete&._The~final suggeion b7 the Secretar is that spe W legislation be
enacted to meet the situation we have described. Of course, this againmisses the point that we have been trying to stress-that pilots are
not as or special treatment, but only for the same treatment on
their normal retirement date as other workers receive. Moreover, the
committee well knows the burden and delay which would be involved
in the adoption of new legislation to remedy this problem. Congress
is now considering comprehensive amendments to the social security
law, and the present moment provides a rare opportunity for the
correction of the type of inequity we are discussing. We want to em-
phasze again that airline pilots or others forced to curtail their careers

by Federal regulation do not want special treatment, but only fair
treatAu ...

I again want to thank the committee for the attention it has given
to the problem we have raised and to these remarks.

STATEMENT OF RON. SEYMOUR HALPEIIN, A U.S. RLEPRESENTA-
TIVE FROM THE STATE OF NEW YORK

Mr. HALPEMn Mr. Chairman, it is a privilege for me to present my
views on H.R. 12080 the Social Security Amendments of 1967, which
directly affect 15 million citizens of our country.

Many bills wer3 submitted .to the House fore this measure was
finally passed after long and detailed debate. -Among thiem was an
omnibusbill, H.R. 1232 7I sponsored, which was broaderin scope and,
in my opinion, met the ever-growing problems and needs of social
security more effectively and realistically than H.R. 12080.

Like many of my colleagues in the House, I was deeply disappointed
that we were prevented from offereing amendments to improve the
House bill by the closed rule that prevailed. We had no choice but to
accept the bill as it was, or get nothing at all.

Our hope to improve it now lies in this body and I know I reflect
the hopes of many Members oy^ the House that in its wisdom, your
committee will report a liberalized, more inclusive bill geared to to-
day's social and economic conditions. Such a bill will meet more ade-
quately our obligations to our senior citizens,

Social security benefits today are no longer adequate to aged people
out of poverty, more than 5 million sL ilf remain impovefished and
needy. The main reason for this shameful situation is that benefits
are too low.

How can a person be expected to live on $44 a month, the present
minimum allowance, or even $50 as the House bill proposes? In-my
opinion, a minimum benefit increase of at least 15 percent, and a $70
monthly minimum would remove 1.4 million aged from poverty.

Automatic adjustments of benefits should also go hand-in-haid with
cost-of-living increases This is vitally necessary if we are to assure
ourselves that social security benefits will meet the future needs of our
older citizens.

The 16-percent increase should be computed on a gradually increased
ceiling on taxable wages, reaching $10,800 by 1974 and yielding maxi-
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mum benefits of $288 per month by that time. This is one more way of
providing equitable and adequate social security benefits in the years
to come.

-I feel strongly, too, that a special minimum benefit should be assured
to those who have contributed to the social security fund for long terms.
I urge a substantial increase of up to $50 in special monthly benefits
for al those recipients who are 72 and older. The House bill I units the
increase to $40.

The House bill takes a step in the right direction by increasing the
amount an individual may earn without suffering benefit deductions
from $1,500 to $1,680 a year. However, this is insufficient and still dis-
criminates against those over 65 who choose to remain active in their
careers. I propose a higher limit of $3,000. This is by no means an
exorbitant figure, even when supplemented by maximum social se-
curity benefits.

The House bill ignores one of the President's original major pro-
posals, to extend medicare benefits to 1.5 million disabled workers
younger than 65. This would provide medicare for a large group of
deserving people whose essential need for health insurance is similarto that or the 0ged.1 stroo urge consideration for a problem in medicare that has

been unfairly neglected since the program's inception in 1965. Before
medicare was enacted, all persons over 65 were allowed a special income
tax deduction for all medical and drug expenses. Upon enactment of
medicare, its recipients lost their special tax status Thus, many of ouraged are requiredto pay large sums of money every year, out of their
own pock"e for much needed drugs and medical services.

This cost is an insufferable burden to anyone with a limited income,
especially those receiving as little as $44 per month, the current
monthly minimum. I urge you to include all approved drugs under
medicare.

Probably one of the most necessary and most costly personal budget
items for the elderly is medical expenses. It is unfair to increase this
burden by taxing their medical costs. I urge you to provide 100 percent
tax deduction for medical expenses incurred by social security
recipients.

One area which has long concerned me is the penalty paid by the
very citizens who have lec[ the most productive lives, and have been
most diligent in providing for their golden years by becoming eligible
for retirement pensions. or years, I have advocated tax exemption for
at least part of pension benefits. I suggest that the first $4,000 in pen-
sion and annuity returns each year be fully tax exempt.

I enthusiastically support the House bill's provisions to include
podiatrists' services within the supplementary medical insurance pro-
gram and to add outpatient hospital and diagnostic specialty benefits
for the aged and disabled.I cannot let this opportunity go by without speaking directly in
behalf of my State, New York. H.R. 12080 includes a provision which
severely limits the income level for participation in the medicaid
program.

Section 220 provides that the income level for participation in the
program cannot be higher than 133.5 percent of the income level for

1486



SOCIAL SEOURrIY AM2NDMSNTJ OF 1067

eliglbility for the aid to dependent children program, with the ceiling
effectiveJanary 1,1967.

New York State now bases its eligibility requirement on the 1965
medicaid provisions. As a result, New York has provided many people
with aid whch they will not be qualified to receive under the new
ceiling. This provision, if enacted would have a direct and very ad-
verse effect on the citizens of New Vork.

New York State has always manifested a great concern for assuring
needed medical care to its residents. This program is in keeping witg
New York State's historical humanitarian social outlook.

The present estimates for the cost of medicaid in New York State
for the current fiscal year are: Federal share, $120 million; State's
share, $116 million; and local share, $165 million.

The cost projections for the next fiscal rear are Federal share,
$237 million; State share, $210 million; and lOCal share $210 million.

These funds would assure all families and individuals who cannot
afford needed care of receiving necessary medical attention without
fear of financial ruin and tragedy that often occurs with serious illness.
The effect of a cut in funds cannot be measured in money alone, but
must also be measured in increased human suffering.

New York State and its citizens have relied in good faith on the
1965 provisions. If H.R. 12080 is enactA in its present form it will
be responsible for the dashed hopes of many indigent people. Six
million New York State residents now benefit from medicaid. At least
10 percentof thm-00,000 -eople--who are now receiving aid will
be confronted with the loss of benefits, if the present bill prevails.

This provision .would mean losses of Federal aid to New York State
of at Ieat $29 million the first year, $40 million the second year, and
$50 million the third year. From the present estimates and cost projec-
tion figures I have cited, it becomes obvious that New York State
would not only be prevented from expanding its program, but the
current funds would be decreased. This situation would be intolerable.

When the mayor of the city of New York was interviewed after
presenting his testimony before this committee last week, he was quoted
as stating that the results of these changes would be "a flaming crisis"
for New York City.

Mr. Chairman, I urge you and the distinguished members of this
committee to keep in mind the fact that the basic purpose of our
Nation's social security program is to prevent the kind of crisis which
can descend upon so many of our citizens through no fault of theirs
other than the fact that they have lived long, and passed their most
productive years.

Again, I offer my thanks for this opportunity to express my views
in connection with this important humanitarian legislation which is
before this committee.

STATEMENT OF GLENN E. WATTES, PRESIDENT, HEALTH AND
WELFARE COUNCIL OF THE NATIONAL CAPITAL AREA

Mr. WArTs. The Health and Welfare Council of the National Cap-
ital Area, through its citizen representatives and its member agencies,
has had a contiuing concern about the impact on people living in the
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Washington area of Federal welfare programs. This area includes
the District of Columbia; Montgomery and Prince Georges Counties
in Marland; and the city of Alexandria; Arlington, Fairfax and
Prince William Counties in Virginia. The effects on people of these
p rams and the changes enacted from time to time are witnessed by
[IWO member agencies as they serve families in need.

The Social Senrity Act has provided fundamental economic pro.tections to thousands of families in the-Washington metropolitan area.
It also includes the basic provisions of the Federal.State-local public
welfare programs which have served thousands of needy families.These
national programs must be relied upon to provide an economic and
social floor so that no family in genuine need will suffer economic de-
privation or social inadequacy.

The Advisory Council on Public Welfare appointed in accordance
- with a recent amendment to the Social Security Act made a thorough

study of the act and recommended many significant and valid im-
rovements. The Johnson administration, after study of the Advisory

Council's report prepared its recommended changes in the act, in-
corporated in H.R. 5710. In general, the administration proposals fell
considerably short of the Advisory Council recommendations.

The House of Representatives has adopted 1967 amendments to
the Social Securit Act in a completely never ion contained in H.R.
12080. Man of t e changes included in this bill would improve the
programs. The Health and Welfare Council has very deep concern,
however, about a number of the.provisions of the House bill We urge
the Senate to change these provisions and the Cong to enact. a hill
which will improve existing programs. Some of the House-passed
amendments would be major setbacks in services for people, would
seek to save money in the short run at the expense of people's urgent
needs and in the long run would cost the Nation more. Money saved
on public assistance would be spent. on foster care which is more expen-
sive on medical care which is much more expensive, and on broken
families which are beyond pricing.

I. OLD AGE, SURVIVORS AND DISABILrTY INSURANOZ

A. Minimum beneft
Some aged persons receive the minimum social security benefit of

$44 per month, an amount which provides total income of1$528 for a
full year. For some of these persons, social security benefits ar the
only regular source of income. Clearly these persons will live in pov-
erty unless their income is supplemented. Public assistance provides a
supplenient for some.

We believe it is a more humane approach and a more'economical
administrative arrangement to increase the 'minimum social security
benefit to approach a level for adequate living for the individual.

The administration proposed that the minimum benefit be raised
to $70 per month. Even this provides o y per year. The House
bill raises the level to $50. A total of $0 Per year. We bel eve this
is an inadequate advance, and we urge at least the level recommended by
the administration.
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B. General benedf inoreaee
The report of the House Ways and Means Committee accompanying

the bill notes that "social security benefits are virtually the sole reli-
once of about half the beneficiaries and the major reliance for most

beneficiaries." The report also notes that-currently, the average benefit
paidto a retired woiker and his wife is $145 per month.

This, provides an annual income of $1sstfor two Persons, a level
which placem the couple below the poverty criterion. The House bill
would increase the general benefit by 12 prc nt This would raise
the aver e benefit o a couple to $184 monthly 'or h$18 per ear.
This is still an- inadequate level. The administration recommended
general increase of 15 percent, and we believe this is the smallest, in-
crease which can be supported. e urge at least this level Of increase
in general beiieflti.

UI. XMEDICAL A88I8TAZ

Under title XIX of theocial Sf. urity'A medments of 195, PTO.
vision was ande for Federal financial assistance to States to organle
medical care-medicaid-for low-inoome, peasns under 85 years old.
Maryland has adopted legislation to participate iin this program.. The
District of Columbia has soht congressional action to participate,
and the House has passed a bill to acoinplish this, but the Senate has
not yet acted.

Ile Virginia Lejilature, has not yet acted to patcpt.-
Under the provisions of'H.R. 12080, Congress would establish a

cutoff -point- for Federal -financial assistance -to the States,' Federal
funds would be provided only to assist families vhoseinome is not
higher than one-third more than the* amount of theiState grate under-
the program of aid to families with dependent children '(AFDC).
These maximum grants under AFDC are geerally quite low and are
inadequate for decent family living. As applied locally, the new bill
would limit medicaid' to families of four persons with incomes as
shown, based on figures prepared by the Department of Health, Edu-
cation, and Welffare:
Di&triOt of Columbia ---- $2,000
Maryland -------------- 2,1700
Virgnia ----------------- ------------------------ --------- 2.500

We believe these limitations are much too stringent. They would re-
duce the benefits of this program substantially. They would force
low-income families to 'continue to put off required medical attention.
We urgethe rejection of these severe limits on eligibility for medicaid.

There is no viid basis for tying eligibility for medica re to public
asssance standards. Medicaid is and should bo, designed to serve a
different group of pesons than pub]io assistance recipients. In part itis neededby the working poor who can manae normal expenses but
cannotpay for the high costs of hospital and medical care.

, . PUDoNLI AS5A rCI
Aq Level of papimentekffnswihfmle eur

Each State determines the amount of funds which familiesr"Ulm
for subsistence. Frequently, in making cash payment to f ies re-
ceiving public assistance, the State pays less than its own subsistence
standards. in Virgin, for example, the State pays 90 percent of the
standard. In Maryandthe State pays lets than the standard
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The administration recommended that all States be required to raise
g public assistance cash payments to the subsistence minimums and to

ring these standards up to date annually. This provision was dropped
by the House in H.R. 12080.

We urge the Senate to include this provision. It is inhuman to set a
minimum subsistence standard, and to give poor families less. This
practice provides no basis for decency, dignity, and incentive to
rehabilitation.
B. Famt y emplonwnt

Three negative and restrictive provisions of the House bill give us
the deepest concern, and we urge most strenuously that the Senate re-
ject these provisions.

We believe that there needs to be considerable strengthening of pro-
grams which can help to rehabilitate families, so that fewer personsneed public assistance payments, and those who require aid will need
it for a shorter time. More day care is needed, and the House bill would
further such programs. We are in agreement with the goals of family
independence and self-support expressed in the report of the Ways
and Means Committee. We do not believe, however, that the goal of re-
duced public assistance payments can be achieved by restrictive pro-
grams without serious suffering inflicted on individuals, and ultimately
the community will pay in some other form.

The House bill would require that each appropriate AFDC adult
and older child not attending school be equipped for work and placed
in jobs. We oppose this requirement because it is based upon an un-
sound p hilosop y. With respect to children, we believe that maximum
effort sThould be made to assist older youths to complete their educa-
tion. There are Federal programs which lead to this aim. The require-
ment that they work is contradictory to what we believe is sound public
policY.

With respect to mothers of children on AFDO, some may wish to
work, and can do so with no damage to the family when adequate child
care plans can be made. It is not sound, however, to make work a re-
quirement for mothers in order to receive assistance for their children.
6. Limto on -number of AFD(J 5efrW

The House bill would introduce an unprecedented limitation on the
number of families eligible for Federal financial assistance under the
AFDC progm. It would freeze the level of participation. The pro-
portion of all children under ag 21 who were receiving aid to families
-with dependent children in each State in January 1967, on the basis
that a parent was absent from the home, would not be exceeded for
Federal participation after 1967.

This is an arbitrary restriction on aid to needy persons. It is un-
sound and inhumane. It would cause serious suffering among many
persons. It would not rehabilitate any family, and it is no path to
independence and self-support.An example of the impact of this provision is the fact that, if
this restriction had applied in August 1967 3,000 families in Maryland
who are clearly in need and clearly eligible today would have been
denied public assistance. Under this provision, the children whose

1490



SOCIL SECUla1'Y AMNM MCM 01 1067 19

father deserts too late) that is after the ceiling on eligibles has been
reached would be told that they must go hungry.

We urge the Senate to reject this provision.
D. Riarn40ge eemption for meipker of public au*~tane

We are strongly in accord with the aim of encouraging and assisti
persons to earn all or paxrt of their needed income through or ofe
tollowmg training. An incentive toward this goal is to permit recipients
of public assistance to retain the income from work without reduction
of their assistance grant. Most often the combination of their full
assistance grant and their earned income is barely adequate for sus-
tenance and a growing sense of independence.

The administration proposed that public assistance recipients be
permitted to retain without loss in their assistance grant the first $50
per month of earnings, plus one-half of the amount above. The House
bill reduces this exemption to the first $30 per month of earnings plus
one-third of the amount above.

We believe this reduction will also reduce incentive, and we urge
adoption of the administration proposal.
E. o0W work manpower
I We commend the inclusion in the House bill of an authorization to
help finance social work manpower trainmg. The personnel shortages
are severe. Although $5 million will not be enough for this program
after the first year, it will provide a satisfactory base for the inception
of the program.

STATEMENT OF I0SEP0 D. CALHOUN, M.D., CHAIRMAN, BOARD OF
CHANOELIORS, ON BEHALF OF THE IE AN COLLEGE OF
RADIOLOGY

Dr. CAIom. Mr. Chairnun and members of the committee, the
members of the American College of Radiology appreciate the oppor-
tunity offered by the Senate Finance Committee to present a state-
ment relative to H.R. 12080 and allied proposals which are being
considered by the committee.

The members of the American College of Radiology are 60
physicians in the United States in active practice who specialize in
the use of X-rays and radioactive substances in the diagnosis and
treatment of disease and injury. The 1,500physicians who are cur-
rently in residency training programs in radiology are also members
of the college. .

The American College of Radiology favors existing provisions
affecting radiology in Public Law 89-97; if amendment is deemed
essential, we support H.R. 12080; and we oppose any legislative pro-
posal. which would convert the medical specialty of riaiology into
a hospital service by plaoinM radiology within part A of title XVIH.

Our principal concern is high-level medical practice and patient care
We are sympathetic with the fact that implementation .of medicare
has been a tremendous task. It involved and is still involving a massive
educational effort directed at beneficiaries, hospitals, physicians, and
those who administer the program. For this reason, we can support
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proposed changes that will simplify administration of the law, but
only if these prows will not adversely affect present and future
services that radiologists provide to patients. We do not agree that the
interests of simplified administration should be allowed to take
precedence over a high level of diagnostic and therapeutic services in
radiology.

THE PRAOrIO OF RADIOLOGY

To provide a context for our statement, radiologists perform a
medical service for 100 million Americans annually. In each instance
a radiologist provides an individual, personal service. In undertak.
ing physical examinations of patients by using X.rays, we personally
do all fluoroscopy, interpret every film, prepare a consultation report
on every examination, consult with other physicians and many of us
inject the drugs used in complex procedures and wait with patients
to handle possble adverse reactions. In our practice we use trained
assistants, radiologie technologists, in the same manner as other physi.
cans use the services of nonphysicians throughout medical practice.

All treatments with radiation are individualized for the particular
patient, and are performed personally, or directly supervised, by a
radiologist. In treating with radiation, a radiologist must decide how
and when to treat each individual patient. The patient's sex, physical
condition, psychologic state family situation, and the like, all have
a bea"ng on medical decisions that must be made. This is the art
of medicine and it has a tremendous influence on whether and how a
patient responds to treatment.

PATIENT 8M.VIC- AND RECRUITMENT

We oppose an proposal that segregates physicians' services in
radiology from i e patient services of other physicians by removing
radiology services from part B of title XVIII. Stich a treatment would
be innately discriminatory and we know it would injure future patient
service in our specialty. At this point in time, any action that would
place our services under part. A, or remove them from part B, would
be a vey pointed differentiation from the coverage of sei-vices in other
branches 6f medicine.

To make a radiologist a second-class citizen of medicine in any fash.
ion will injure his morale and performance. It. is certain to promote
administratve interference in-and hospital domination of-the prac-
tice of radiology. This, we believe, is contrary to the interests of
individual patients, the persons who are the primary concern of all
doctors, andalso contrary to the public interest, which is the primary
concern of the U.S. Senate.

We are the individuals who have the difficult task of recruiting
bright young doctors into radiology. We talk to young physicians
contemplating specialization in radiology. We know that many elect
to enter other branches of medicine because of the threat that radiology
may be segregated from medical practice by definition as a part of
hospital service under a Federal law.

We have a critical manpower shortage in radiology. A report to
the Surgeon General prepared by the National Advisory Committee
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on Radiation, "Protectin and Impro Health Through the Radio-
logical Sciences," submitted in April 1966 and published by the U.S.
Department of k ath, Education and Wel tells the story. Two
brief quotes from page 13 sharply define the Nation's problem:

Indeed, It appears that the number of radiologists needed in the United States
is almost twice as great as the number actually available. .

If present growth rates and clinical demand continue, the need for physician
manpower In the radiological sciences seems likely to rise to a level of three
or more times current supply by 1975, i.e., to a level of from 20,000 to 26,000
radiologists in ten years. Such a need presents a disturbing picture to those
responsible for the nation's health. It is clear that major attention must be
given to the problems of radiological manpower as quickly as possible.

Removing the services of physicians in radiology from p B and
placing them.either in part A, or in any other special section, would
represent a critical blow to recruitment in radiology'. We contend that
this blow is scarcely supported by a desire to eliminate one of many
solvable administrative problems within medicare.

A3MNWMENT NOW PREMATU

We have noted our support of provisions affecting radiology in
Public Law 89-97. Preliiary reg nations covering o. r settvees were

published only 2 days before the law went into effect. Final regulatio.
were published 4 months later. These relations troduced .concept

alien to the law, "hospital-base4 physicians, ad then preceded un-

necessarily to complicate idm istraive pr ocedures for payment for
the direct patient services rendered by raiokgit.. .

~euse medicare is such a tremendous undertain',vowl uo and
sometimes conflicting explanations, of regulations ave been umi uea.

We question whether the law as written has been given time t work
and whether sufficient time has elapsed to eliminate problems in ad
ministration insofar an radiology is doncerned. It maq well be pre-
mature to amend the law on the basis of limited experience. Amend-
ment at this time will introduce new and further problems, and very
possibly further confusion. None of us concerned have had time as yet
to comletely "absorb and digest current regulations, let alone the new
reaulAtionsthlat amendment would necessitate..
Intermediaries and carriers in administering pAymcnt for radIology

benefits under- medicare are not faced with unique problems. Outside
the scope of medicare virtually all major commercial insurance com-
panes in the United States have accommodated administrative proce-
dures to independent billing for professional services by radiologists.
Likewise, Blue shieldd and Blue Cross plans in most-though not all-
States have adapted procedures to the sort of billing establied witbli
medicare without penalizing those insured by. these plans., Where
insurers, physicians, and hospitals have workd in a cooperative way,
problems have been minimal.

xZ. 12oso

If, however, amendment is deemed essential, we can support sec-
tions 12,1i81, and 184 of H.R. 12080.

There is logic in subjecting all ambulatory services, whether received
in oflces, elinis, or as outpatients, and whether diagnostic or thr-
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peutio, to the same conditions relating to coinsurance and deductibles
as part B services. Elimination of the special $20 pwt A deductible
imposed on diagnostic outpatient services received in the hospital
should simplify administration. We therefore support section 129.
Sec tio 1*1

We are further appreciative of the fact that in section 181 there is
reaffirmation that radiology is a physician service and should be reim-
bursed from the part B trust funds. We are, however, disturbed
that coinsurance and deductibles have been eliminated from the
reimbursement formula for radiologic services provided to inpa-
tient medicare beneficiaries. It is quite possible, as tie House Ways and
Means Committee has pointed out, that this might simplify billing
for these services. The elimination of consurance and deductibles,
however will almost certainly lead to pressures for unnecessary utiliza-
tion of hospital beds for patients admitted solely for the purposes
of undergoing diagnostic radiologic studies. We believe that many
of these studies could be performed with greater economy to the
medicare program on an ambulatory basis, but that many patients
will seek and obtain hospitalization in order to save money. The pres-
ent proposal clearly discriminates against the patient who requires
rather extensivediagnost-i workup, but who neither needs nor desires
ho italization for this purpose

is, of course, will place an unnecessary burden upon already over-
taxed hoeital facilities. With the emphasis on more efficient and eco-
nomio utilization of' hospital facilities promoted vigorously by the
Federal Government, the medical profession, and hospital organiza-
tions, any legislation which would7tend to increase unnecessary use
of hospital beds should be open to serious question.
section 1*4

Section 184 of H.R. 12080 refers to diagnostic X-ray examinations
with portable equipment "including tests under the supervision of a
physician, furnished in a place of residency used as the patient's home."

This has no economic impact on the practice of radiologists, but in
the interests of quality medical care and the welfare and safety of
the public we can approve this section only so long as these services
are provided under the su envision of a physician. The safeguards
necessary are explained in the report of the Ways and Means Com-
mittee on H.R. 12080 at page 47. There are radiation dangers to
patients and operators associated with the portable equipment used.
Problems of proper radiation control are most difficult under condi-
tions calling for use of portable equipment. Use by personnel not
under the supervision of appropriately trained physicians should not
be encouraged or permitted. Films obtained are usually of marginal
quality and require evaluation and interpretation by a radiologist..

Without special comment, we would Wie to record our support of
Section 125: Payment on Basis of Physician's Itemized Bill Section
126: Physician Certification; and Section 182: Payment for Purchase
of Durable Equipment.

In closing, we strongly support retention of the requirement that
hospitals relate their charges to costs of services actually provided
on a departmental basis. This will ultimately permit patients, insurers,
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and medicare to pay only for the costs of services received without
unknowingly paying the costs of services received by others i cause
hospitals to cease subsidizing bed costs from other sources of income
such as the pharmacy and department of radiology; and sufficiently
illuminate hospital fiscal operation to facilitate efforts to reduce
waste and unnecessary costs.

This concludes our statement. We again thank the committee for
this opportunity to present our views. We will appreciate such con-
sideration as the committee is able to give to them.

STATEMENT OF PAUL H. TODD, R, CHIEF EXECUTIVE OFFICER,
PLANNED PARENTHOOD-WORLD POPULATION

Mr. TODD, Jr. Mr. Chairman and members of the Senate Finance
Committee, I am Paul H. Todd, Jr., chief executive officer of Planned
Pirenthood-World Population, a national organization of almost 150
local affiliates which, under medical supervision, provided voluntary
family planning services in 1966 to more than 816,000 women, most of
whom are of low income.

We appreciate being invited to comment on the provisions on the
Social Security Amendments of 1967 (H.R. 12080f which relate to
maternal and child health, and on the general provisions relating to
public assistance. Our primary interest and competence centers on four
programs en.ompassea in the bill which have a bearing on the pro-
vision of family planning services:

1. The maternal and infant car authorization which would
designate family planning as a stated purpose of the program and
which, beginning in fiscal 1969, would perit a $15 million alloca-
tion to finance voluntary family planning services.

2. The materma and hild heath amendment which would
mandate that the States develop demonstration projects in family
planning as a condition of State plan approval.

8. Th public astance provisions which would require that
the States offer family planning services to welfare recipients
and initiate programs aimed at reducing illegitimacy and
strengthening family life.

4. The medical aaktace program which is of great potential
significance for the provision of -family planning services to some
medically indigent families.

Until a few years ago, Planned Parenthood Affiliates were the pri-
mary source of competent medical advice to the poor in child spacing
and family planning. More recently Federal, State, and local agencies
have begun to assume some of this responsibility. Out of 5,800,000
potential low-income patients, however, only 700,000 are currently
receivin&family planning services from all public and private agen-
cies. co mined. More than a third are served b0y organization. It is
estimated that of these 5,300,000 women, nearly 500,000 per year will
have an unwanted pregnancy unless sub idizew family planning serv-
ices are available.- -

Clearly much remains to be done by both the public and private sec-
tor. The provisions in H.R. 12080 are a legislative landmark that will
provide impetus to the development of voluntary family planning

88-281 0--67--pt. 2-49
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services by State and local health departments and hospitals. They
will help to get on with the job. We aoin with Secretary Gardner in
saying 0e are "* * * particularly glad * * * that increased funds
have been made available for child welfare services and maternal and
child health."

We have stated, and research by the Department of Health, Educa-
tion, and Welfare confirms, that the provision of competent family
planning services is one of the most effective means available
to reduce infant mortality. In addition, the introduction of
family planning has resulted in significant decreases in the num-
ber of unwanted births and the number of abortion cases seen in
many large metropolitan hospitals. In 1964, for example, when family
planning services were first offered in the District of Columbia General
Hospital, there were 6,210 recorded births and treatment for 685 abor"
tions. In that first year family planning services were offered to about
56percent of the patients. By the end of 1966 there were 5,555 births
and 523 treatments for complications from abortions, and 80 percent of
these obstetrical patients were receiving family planning services.
Between the end of 1965 and 1966, the occupied obstetrical bIeds in D.C.
General had decreased from 80 to 50 percent.

In Corpus Christi, Tex., at the Good Samaritan Hospital, deliveries
have dropped 29 percent and abortion cases:69 percent since family
planning was introduced in 1961.

ition rates of return for postpartum checkups have increased
in many hospitals from perhaps a, thiid of deliveries to two-thirds or
more, following the introduction of family planning services. This
demonstrates the desire of the patients to space and limit their families.

Thus we observe, Mr. Chairman, that in those programs serving
predominantly low-income persons, the availability of voluntary
family planning makes an important difference in their lives. These
modern family planning programs depend to a most important de-
gree on cooperation by the patients. Family planning services are not
only accepted and wanted, but are one of the most popular components
of health services.

In addition to direct benefits to the mother, child spacing has im-
portant benefits to the child, among many others, a fourfold reduction
m birth defects, including mental retardation, if pregnancies are
than 15 months apart; and a significant reduction in children suf-
fering from the "battered child" syndrome. Thus the legislation carries
the potential of increasing substantially the environmental assets
associated with the wanted and accepted child.

I should now like to comment on each portion of the legislation:

i. MATERNITY AND INFANT CARE PROGRAM

The maternity and infant care programs of the Children's Bureau
have made grants to 54 communities for comprehensive medical serv-
ices, which have usually included family planning as one of their
minor components. Approximately 37,500 patients have received
family planning services under this program, or about. 63 percent of
the poor women who have delivered their babies through the projects.
Significant improvements in the health of mothers and children have
already been registered in the neighborhoods served, and significant
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social and health benefits have accrued to the community at large, such
as reductions in the rates of infant mortality.

Recognizing these important facts, the house Ways and Means Com-
mittee saw fit to make family planning, for the first time, a stated and
separate purpose of the overall MIC program and to provide a gen-
erally increased authorization for these maternal and child health
programs which would allow $15 million specifically to finance the ex-
pansion of family planning medical services in fiscal year 1969. This is
a significant stop forward for our Nation for our communities and
for the parents and children in the families which will receive these
services.

Yet we should be clear that -this is only a modest beginning. Its po-
tential will only be realized if Congress appropriates the full $250
million authorized for maternal and child health, if the percentage
reserved for project grants is not decreased, and if the funds are not
otherwise diverted from services -o research, training or other efforts
for which funds are available elsewhere. The $15 million allocation for
family planning, when supplemented by local funds, should permit the
expansion of services to an additional 750,000 families. This is a
reasonable goal for fiscal year 1969 and would mean that we have
doubled the present caseload of 700 000

However, just as it is feasible to double the patient load in fiscal year
1969, it is also feasible and necessary to double the patient load in
succeeding fiscal years until all families in need are being served. This
will require added funds of about $30 million each year, for a total of
$75 million in fiscal year 1971, fiscal year 1972, fiscal year 1973.

Given the will, which can be mobilized, and the money, which is a
pittance compared with alternative costs which would have to be
borne, we are confident this timetable is realistic.

We therefore urge this committee to designate more specifically the
sum of $15 million for family planning services in fiscal year 1969
and to give consideration to substantia ly increased allocations for
these services in fiscal year 1970 thlrough fiscal year 1973. Only with this
kind of a clearcut, forward projection can Federal State, and local
agencies plan properly for the orderly and economical expansion of
these services.

2. MATERNAL AND CHILD HEALTH

The maternal and child health program was established 30 years
ago to assist State and local health departments to provide services for
needy mothers and children, especially in rural areas. The new amend-
ments in H.R. 12080 mandate the provision of family planning demon-
station projects by the States as a condition for State MCH plan
approval. This is an excellent step to encourage State action but it
must be kept in mind that demonstration projects are by definition
token and isolated services and do not meet the State's responsibility
to provide services wherever needed. This provision will also have little
impact unless additional funds are specifically allocated for family
planning. We agin would urge this committee to give serious con-
sideration to authorizing additional funds to be allocated specifically
for the expansion of family planning services through the MCH
program, in implementation of the mandate which Congress is giving
to the States.
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8. PUBLIC ASSISTANCE PROVISIONS

Under the new public assistance amendments passed by the House,
States would be required "in all appropriate cases" to offer family
planning services to welfare recipients. We support this objective.
Indeed, we have long urged State and local welfare departments to
make voluntary family panning services routinely and readily avail-
able to recipients, who constitute less than one-fifth of the 5.3 million
couples in need of subsidized services. The experience of the last sev-
eral years demonstrates that relief recipients, no less than other groups
in the population, desire family planning services and will use them
if they are made available in a realistic and dignified manner. It is
our belief that the best way to extent family planning to relief re-
cipients is to expand these services in health agencies and hospitals,
as envisioned in the MIC and MOH provisions. The role of welfare
departments should be supportive and ancilliary: to insure that the
necessary medical services are indeed available and accessible to their
clients, to pay for their cost and to make known to recipients where
they may be obtained.
7n this context, the new provisions of the public assistance section

dealing with services to be furnished to families with dependent chil-
dren should make clear that the 75 percent Federal matching provision
for necessary family planning services covers both medical and social
services.

Particularly in extending family planning to those who depend on
public assistance, every effort must be made to avoid any actual or
implied coercion. Not only does a coercive approach to family plan-
ning violate the right or individual privacy but it is self-defeating. We
have seen in many communities how the punitive application of such
regulations as the "man-in-the-house" rule results im frightening re-
cipients away from taking advantage of family planning services
which they want and need. We urge the committee to amend section
201B to require Federal, State, and local authorities to establish clear
and unambiguous safeguards against coercion in carrying out the man-
dated family planning program.

We must express our deep concern that other provisions of H.R.
12080 may be implemented in some States and localities in such a
punitive fashion as to foster exactly the worst context for patient.
acceptance of the expanded family planning program mandated by
the bill. Many recipients, faced with harsh implementation of the. new
provisions on determination of paternity and child support, may well
come to view family planning, not as a liberating means of helping
them to solve some of their problems and to build a brighter future for
their children, but as another punitive measure imposed on them by
welfare authorities. There is no surer way to deter relief recipients
from utilizing family planning services.

We are especially concerned with the provisions which would freeze
the proportion of children on AFDC as of January 1967. The result
of this provision predictably will be, not to reduce illegitimacy, but
to render ineffective other constructive programs embodied in this
legislation. If a major thrust of the bill is actually to reduce illegiti-
macy, these provisions should be removed and consideration should be
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given to the variety of positive programs which are being tried in
many communities. We would, for example, call your attention to a
recent carefully controlled study at Yale providing comprehensive
medical, social, and educational services, including family planning,
to teenage girls pregnant for the first time. The study has shown that
the rate of repeat illegitimacies dropped 90 percent and also that most
of the girls took steps to complete their education and to become self-
supporting.

The freeze will force the States to establish even more restrictive
eligibility requirements or to lower the already inadequate supportbeingpaid. We share Secretary Gardner's belief that children shouldnot knaye to pay for the shortcomings and inequities of the society into

which they are born [or] for the rea or supposed sins of their parents."

4. MEDICAL, ASSISTANCE PROGRAM

Finally, we believe that the changes made in the medical assistance
proramni are regressive in general and will decrease the availability of

family planning services to low-income parents in particular. To ex-
tend family planning to the 5.3 million poor couples who need it can-
not be done *by hospitals, health departments, and voluntary agencies
alone but will require increasing participation by private physicians.
Title XIX is the only significant Federal-State program which can
potentially involve private physicians in the provision of these serv-
ices. Both the cutback in eligibility and the weakening of the services
which the States are required to provide will result in decreasing the
family planning care which is made available to the poor through this
program. We urge the committee to restore the maximum level of
eligibility to 150 percent of the cash assistance level and the provision
that the States must. provide at, least the five basic health services as a
condition of plan approval. Additionally, we urge the committee to
require that family planning services and supplies be made a man-
dated service under title XIX. In terms of assisting relief recipients
in rural and urban areas who, for various reasons, cannot. be reached
by MIC and MCH programs, to practice modern family planning, it
is our strong belief that mandating family planning in the medical
assistance program is essential.

The potential importance of the private physician in a family plan-
ning program is demonstrated by the experience of Dr. Paul F. Mad-
dox of Wrolfe County, Ky., population 6,500, wyho has singlehanudedly
provided services to 1,800 patients as a means of improving maternal
and child health. Pregnancies have declined from 194 to 97 per year
in the county, following initiation of his voluntary program.

In conclusion, Air. Chairman, the experience of the last 5 years
demonstrates that the inability of the poor and the relief recipient to
plan their families derives in very large measure from lack of access
to competent guidance in modern family planning. The poor want
fewer children than the middle class, but they have more..Opportunity,
not lack of aspiration; knowledge, not irresponsibility, is the dif-
ference.

H.R. 12080 in many respects is a milestone in beginning a serious na-
tional effort to overcome this difference and to give the poor the same
chance in family planning most other Americans have long enjoyed.
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The maternity and infant care program amendments are excellent
and are urgently needed; we believe the authorization should be in-
creased in phases to facilitate orderly growth.

The maternal and child health program, to carry out its mandate in
family planning, should receive additional funds from this Congres.

The public assistance amendments which are punitive may actually
increase illegitimacy and should be eliminated. The legislation should
make clear that family planning services are unrestricted and volun-
ta We" eligibilty levels and required services under the medical assist-

ance program should be restored, and family planning should be
added as a mandated service.

Such steps, we believe, would greatly aid in bringing dignity to
millions of families, and at the same time would reduce unwanted
pregnancies, the incidence of abortion, and our appallingly high
rates of infant mortality. In so doing, they would make a significant
contribution to the reduction of poverty and dependency, and the
strengthening of family life.

Thank you.
(An attachment to Mr. Todd's statement follows:)

RESOLUTION ON SOCIAL SECURITY AMENDMENTS OF 1007 (H.R. 12080), ADOPTED BY
PLANNED PARENTHOOD-WORLD POPULATION EXECUTIVE COMMITTEE, SEPTEMRn 14,
1907

The PPWP Executive Committee welcomes the maternal and child health
provisions of the Social Security Amendments of 1007 (II.R. 12080) as a legisla-
tive landmark which will provide considerable impetus to the development of
voluntary family planning services by statt, and local health departmentLs hos-
pitals and private agencies. By making family planning, for ,the first time, a
stated purpose of these programs and providing nit increased authorization which
would allow $15 million specifically to finance the expansion of family plan-
ning medical services in FY 1069, the Bill will facilitate the extension of services
to approximately 750,000 families. This Is a significant step forward toward
providing services to the 5.3 million po0er parents who need and want them.
If it is coupled with necessary additional authorizations in subsequent years,
it will make possible the rapid, orderly and economical development of these
services. Thus HR. 12080 Is a milestone In beginning a serious national effort
to give the poor the same chance in family planning most other Americans have
long enjoyed.

H.R. 12080 also requires that states must "in all appropriate cases" offer
family planning services to public assistance recipients. We support this ob-
jective but believe that this should be coupled In the legislation with a require-
ment that Federal, state and local authorities establish clear and unambiguous

S,-,"safeguards against coercion In carryingout this program.
At the same time, we are deeply concerned that other provisions relating to

public assistance may be implemented In some states and localities In such a
punitive fashion as to foster exactly the worst context for patient acceptance
of these family planning services. The cruel and inhumane provisions on de-
termination of paternity and enforcement of child support, and particularly
the "freezing" on the proportion of children on AFDC as of January 1907 will
certainly not reduce illegitimacy and may render ineffective other constructive
programs embodied In II.R. 12080. There is no surer way than harsh Implementa-
tion of these provisions to deter relief recipients from utilizing family planning
services. These punitive provisions should he removed fromn the legislation.

If these revisions are made, we believe 1.1, 12080 would greatly aid In bring-
ing dignity to millions of families by reducing unwanted pregnancies, the Inci-
dence of abortion and our appalingly high rates of Infant mortality. In so
doing, H.R. 12080 would make a significant contribution to the reduction of pov-
erly and dependency and the strengthening of family life.
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STATEMENT OF RUTH ATKINS, ON BEHALF OF THE NATIONAL
COUNCIL OF NEGRO WOMEN, INC.

Miss ATIjqS. Mr. Chairman and members of the Senate Finance
Committee, Miss height was unable to be with us today. With the kind
indulgence of this conunittee, I will appear in her place. My name is
Ruth Atkins. I am a member of the National Council of Negro Women,
and I am able to speak from personal knowledge of the meaning of
poverty. The National Council of Negro Women is an organization
of 3,850,000 women begun by a great American, Mary McIeod
Bethune. The daughter of slave parents, Mrs. Bethune organized the
National Council of Negro Women in 1935, in the depth of the great
depression, to provide a channel for united action against mankind's
ancient enemies-poverty, disease, ignorance, and discrimination. At
that time, and for agreat many years thereafter, Negro women, trained
or untrained; relatively well off or very poor, residing in the North,
South, East, or West of these United States, were outside the main-
stream of American opportunity and decisionmaking. For years we
provided for ourselves services that our white sisters could take for
granted. Serving alone in our communities we worked with our neigh-
ors and our neighborhoods where we saw the need. Now we find our-

selves deeply involved in myriad programs working with poor women
and girls and children in communities throughout the Nation. We can
speak with some authority about the "life style" and the needs of
poor people.

In a real sense the knowledge of poverty is close to the Negro wom-
an's life. There is ample statistical evidence which suggests that Negro
women are the "poorest of the worl-ing poor," trying to maintain fami-
lies under the handicap of the lowest median income of any group in
the Nation. More than two-fifths of nonwhite women are poor. The
Negro female worker is triply handicapped. Concentrated in non-
union employment, she is discriminated against on the basis of both
race and sex, and inadequate education and training stand between
her and successful competition in the marketplace. As a result, she is
paid less, on the average, than Negro and white men and white women.
The distinguished members of this committee are far too knowledge-
able for me to labor this point with additional statistics. I believe we
can agree that on the basis of her life experience the Negro woman is
an "expert witness" on poverty. She has suffered more than any other
group in the Nation from the many complex and interrelated factors
out of which poverty rises and is maintained unto the fourth and fifth
generation. While poverty and deprivation are problems of white as
well as of Negro Americans, it is nonetheless true, that a larger per-
centage of Negro families are poor-over 40 percent of Negro families
as contrasted with less than 20 percent of white families. A greater
proportion of Ne people, therefore, live in poverty.

We are particularly concerned with the sections of H.R. 12080 which
would freeze the number of children eligible for AFDC payments,
erect numerous now eligibility requirements, and insist'upon compul-
sory work programs for mothers of young children and teenagers.
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VRZ= ON AFDO PAYMENTS

We have particular questions about the provision which would freeze
Federal matchin AFO payments to States at the January 1967
levels. This would, in effect, establish a maximum quota for future
welfare roles State welfare officials faced with rising population needs
would have the alternatives of setting increasingly restrictive stand-
ards, or would have to impose excessive and perAaps impossible bur-
dens on existing fiscal resources

There is additionally the constitutional question of whether such a
provision does not, in edect, deny equality of treatment to one category
of children through no overt act on their part or their parents. The
overwhelming issue, from our point of view, and from yours as Amer-
ican lawmakers committed to the tradition of equal opportunity for
all children, is the moral one of the right to Federal support for all
children whose families are unable to provide for them. There is no
escaping the ethical implications of arbitrary exemption of some chil-
dren from benefits which are needed to maintain life and health.

NEW LMmrrY MUEMENTS

There have been indications that State and local welfare officials
will find the paternit,.determination support provision burdensome
and expensive to administer. If this provision is adopted, there should
be specific safeguards against loss of aid and support for children
during the period of investigation and litigation. In fact, many of the
provisions appear to us to increase the authority and intervention
exercised by welfare workers over the lives of the recipients. This
again is contrary to our democratic tradition which recognizes each
citizen's right to self-respect and personal dignity. Poverty does not
provide a license for administrative meddling or for stripping the last
shreds of decency from human lives.

As a matter of fact, if we were to attempt to assess the most dam-
aging aspects of poverty on the lives of young people, it would be that
poverty is bad because it defiles the human spirit. It denies a person
a chance to grow and develop. This is not solely because of lack of
money, but because our society, through its welfare programs seems to
ascribe to the poor a meanness of spirit and lack of sensitivity which
in turn serve to stifle initiative and degrade the self.

COMPULSORY WORK rpROoRAMps

The intent of the work program provision is to increase the indi-
vidual's job potential. Accepted as such, there can be no quarrel with
the approach. There are, however, serious questions about the effect
of the specific provisions written into H.R. 12080.

Although there is no disagreement with the philosophy that people
should be helped to become self-supporting, we do not feel that the
best interests of children or of all mothers is served by the simplified
solution of forcing welfare recipients, including some 16- and 17-year-
Olds into the labor market at any cost. Labor Secretary Wirtz has
already testified to the difficulty of finding jobs for persons with lim-
ited education and the problems likely to be cause by "instant train-
ing" programs too hastily established.
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Setting up compulsory work programs for mothers of young chil.
dren introduces an element of coercion which is not likely to produce
a sound learning climate. Nor is it consistent with the "freedom to
choose your own life work" ethic on which our free enterprise economy
prides itself.

There is no question that the arbitrary removal of mothers of young
children from the home will have serious effects on wages, working
conditions, and family life. The solo parent. who has managed to main-
tain a home for her children and provide some measure o family sta-
bility and parental love in the face of overwhelming economic odds is
to be admired and respected. Under the provisions of section 201 of
this bill, she now can be arbitrarily ordered by local or State welfare
agents to abandon her young children to a hastily established day-care
center while she worries her way throu h a day of "work training."
If she refuses to abandon her maternal role ,'he authorities" may
question her "fitness" to remain a mother to her children. I am cer-
tain that the gentlemen of this committee share with me a belief in a
strong and loving family as the keystone to our American way of life.
We had far better concentrate on building family strength and resil-
iency rather than on destroying the family as this legislation threatens
to do.

The bill permits increased payments for foster care for children
removed from their own homes, but does not increase the amount
available to mothers to provide better care for their children at home,
although this would cost far less financially and emotionally. The fam-
ily. as the basic social unit emerges badly bruised from this legislative
mixing pot.

DAY OARE

To raise still another practical issue, the bill commendably provides
for increased day-care facilities. This is, however, not a short-term
undertaking, and the establishment of proper day-care centers should
build upon the needs and wishes of thfe people in the community as
well as the expertise of the specialists. In fact, the day-care provision
could, in itself, provide an excellent training means and job source if
the centers were established and operated by the mothers of young
children with the advice and support of local, State, Federal, and
university authorities. Headstart-has proved the validity of this ap-
proach to training parents in child development, child care and family
living skills through involving them as paid participants in an actual
program.

JOB TRAINING AND WAGES

The wastefulness of establishing job training with hastily organized
programs under inexperienced State agencies has already been men-
tion d. There are other dangers inherent in this provision which cause
us to have grave, misgivings. Experience has shown that a great deal
of so-called training, including that provided in many vocational high
schools results in shoddy preparation of people for jobs that no longer
exist. Where they do provide some minimal skills, these are often in
fields already overcrowded and underpaid. The training provisions
of this act may well serve to depress wages and retard labor organiza-
tion in already low-paid, overcrowded industries such as agricultural
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labor, food processing, and restaurant and hotel work. We, in the
National Council of Negro Women, have actively participated in the
fine programs to train and upgrade household employment. Our efforts
have, however, been geared to upgrading skills and wages and work-
ing conditions in order to make th is a proud and honored occupation-
respected by employer and employee alike. Without this kind of very
careful restraints and safeguards, the "job training" provision of H.R.
12080 may serve merely to add to the pool of frustrated, underpaid,
unprotected workers whose "entry pay' becomes their final pay.

CONCLUSION

The National Council of Negro Women urges this committee to re-
store the administration proposals which were deleted from the orig-
inal bill by the House as follows:

1. States should be required to bring actual welfare payments
up to their own minimum levels. In at least one State, the AFDC
payment amounts to $9 per month per child-less than one-third
of that State's own minimum.

2. income tax exemptions for the low-income aged should be
revised to provide relief from taxes for this group.

8. Social security coverage should be extended to protect farm-
workers-estimated at 500,000 additional workers.

In conclusion, I would ask the distinguished members of this com-
mittee to keep in mind the proud ideals of this Nation of ours-that
government is the servant of the individual citizen, and that it derives
its strength from the strength and dignity and worth of its individual
citizens. The sections of this bill abut which I spoke earlier run
counter to current enlightened concepts that public welfare should be
available to all who are in need; that it should be adequate to maintain
life and health and decency; that it should permit the individual re-
cipient to keep his dignity and self-respect., The right to live decently
is a basic human and legal right. We live in a nation with abundant
resources to provide a better future for all the people, let us determine
to have the will to do it.

STATEMENT OF HON. HARRISON A. WILLIAMS, JR., A U.S. SENATOR
FROM THE STATE OF NEW JERSEY

Senator WILliAMS. Mr. Chairman, thank you for this opportunity
to make a brief statement in support of the bill now before you. I wish
to make only three points:

First, social security increases sought by the Administrator this
year can be considered only as a temporary and totally inadequate step
forward. Truly satisfactory OASDI levels will not be reached u.,til
general revenues are used to supplement payroll taxes.

The committee has already heard from Senator Robert Kennedy on
this matter. As a cosponsor of his bill, I certainly agree with his basic
premise that general revenues must be tapped within the fairly near
future if we are really serious about providing decent retirement in-
come to the millions of Americans who rely on social security for all
or a major part of their needs in later years.
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If anyone doubts the need for greater social security benefits I urge
him to scan the transcript of almost any hearing held before the Sen-
ate Special Committee on Aging. No matter what the subject--health,
housing, consumer interests, or even the institution of retirement
itself--the witnesses at our hearings; always come around to one basic
observation: insufficient income is either the cause of or a major con-
tributing factor to other problems faced by older Americans.

I am sure that other witnesses have told this committee that a re-
tired couple lives on approximately half of the income enjoyed before
they left the work force. And I am sure that others have said that

resent social security benefits are far below the official poverty level.
uch comments are heard at almost any hearing conducted by the

Committee on Aging and its subcommittees Social security has been
accused again and again of perpetuating poverty and the accusation
remains true simplybecause we stubbornly choose to declare that it
was established as an insurance system and so should forever be denied
funds from general revenues.

Mr. Chairman I will not burden the committee with a lengthy dis-
cussion of original intent by the designers of the social security system.
I will say only that there is ample evidence that the pioneers in tocial
security never intended that. their final program should be rigid and
rejective. I think that Dean Charles Schottland, of Brandeis Univer-
sity, made a few important points in testimony given before a sub-
committee of the Committee on Aging fully 2 years ago:

The fetish of not using general funds in the program has already been breached.
We are using general funds now when we give credit for military service. We are
going to use general funds In medicare for those who are blanketed In during this
Interim period.... After all, if we are going to use general funds In one way to
support them, there Is no reason why we should not use it for another. Many of
the foreign countries have found it. very feasible to have government contribu-
tion along with employer and employee contribution.

In other words, the social security system should be strong enough
to be changed when it makes sense to change it. Now as we come closer
to the time when payroll taxes become acutely troublesome to low- and
middle-income workers, shouldn't we be inventive rather than narrow-
minded about OASDHII

Second, even with support from general revenues, social security
would not be adeqeate as it should be in decades to come unless other
forms of retirement income are cultivated, too.

I am supporting the bill before this committee simply because it
appears that it is about as far as Congress may be willing to go this
year on social security benefits and improvements in medicare and
medicaid. Passage of this bill will take us a little closer to a decent way
of life for millions of Americans who bcame poor because they reached
65 or thereabouts.

But even as I vote yes for the bill, I recognize its shortcomings. And
I feelmore and more strongly that after this year we can no longer vote
for stopgaps in social security.

What we need now-and I, as chairman of the Senate -Special Com-
mittee on Aging will do everything to encourage--is a deliberate and
far-reaching analysis of the )rospects for all forms of retirement in-
come within the next two to four decades in this Nation.
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What do we really know about the future of private pension plans,
for example? And what should the Federal level 'be doing to promote
plans that are reasonable in cost and attractiveness to middle- or low-
income workers? I think it is safe to sy;that the beat pension plans
now available give the most help to those who need tie least help.
Are our feet dragging on this issuel We've had excellent reports from
Federal departments about the future of pension systems, but the rate
of min in pension coverage is disheartening to say the least.

If we're really going to consider all courses of potential retirement
income, we'll alsohave to give some thought to potential employment
opportunities-full or part time--among those past the official "re-
tirement 'ge." But the plain truth is that we as yet haven't given
sufficient thought to employment possibilities any more than we've
really thought about pensions.

My point is that future discussions of social security increases will be
neither realistic orproductive if they center merely on the question of
how many more dollars can be squeezed out of payroll taxes to provide
minimal increases.

We need an overview of all sources of retirement income, and we
need it for decades to come, and we need it before we make the next big
changes in OASDHI.

Third, welfare recipients should not become victims of earnest, but
misdirected, attempts to cut costs.

This year's discussion of the social security and welfare amendments
took place in a feverish atmosphere. Critics of the welfare programs
regarded such programs as targets rather than as vehicles intended
to make life more-bearable for the most unfortunate people in this
Nation.

Mr. Chairman, I think that Secretary Gardner summed up the
situation admirably when he made the following points:

A. That it is cruel to train an unwed mother or anyone else for
aob that may not exist.

B.That the children in broken or fatherless homes would be
the major victims of the new cutbacks.

C. And that the welfare program itself camot end poverty;
it can merely offer first aid to its victims. To end the conditions
that cause abuses within welfare systems, we must grapple with
poverty itself.

To conclude, I urge passage of the administration bill% together
with reasonable amendments to broaden social security, medicare, and
medicaid coverage. But I also feel that whatever we do this year will
be inadequate, and we must begin to think in terms of progress by
decades rather than in our present terms-which too often dictate that
a person dependent upon social security for all or part of his income
is doomed to stay several points below each rise in the cost of living.

STATEMENT OF HON. JOSEPH M. MONTOYA, A U.S. SENATOR FROM
THE STATE OF NEW MEXICO

Senator MONTOYA. Mr. Chairman and distinguished members of the
committee, I welcome this opportunity to appear before you to discuss
what I believe to be a crucial gap in the coverage afforded older Ameri-
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cans under medicare. There is no protection against the costs of pre-
scription drugs and medicines written for patients who are outside of
hospitals and extended care institutional facilities.

As you know, Mr. Chairman, the medicare program which we en-
acted 2 years ago was designed essentially to cover the costs of short-
term institutional care provided in connection with an acute illness.
Drugs and medicines essential to the treatment and care of inpatients
were included in the hospital insurance portion of the program. Pre-
scribed medicines, however, needed by patients who were no longer
institutionalized were not covered under either the basic hospital plan
or the voluntary medical insurance plan of the program.

Great strides in pharmacology and drug manufacture have enabled
thousands of older people to remain ambulatory and to lead normal
lives. I fear that many people might otherwise be institutionalized
today, if it weren't for the fact that modern pharmacology permits
them to remain outside of hospitals and homes. Moreover, to the extent
that drugs and medicines keep older people from occupying hospital
bedspace and care, they constitute a more economical metliod of dealing
with acute and chronic illness, resulting in savings both to the indi-
vidual and to the community.

It seems to me ironic that we have not helped older people meet the
costs of these medicines which keep them alive and functioning out-
side of an institution. There seems to be substantial agreement on the
part of most interested parties that prescription drugs and medicines
represent a significant item of expense for older people. Data gatheredfrom the National Health Survey shows that during the period July
1964 to June 1965, persons aged 65 and over spent, on the average,
over $50 for medicines during the year. This amount was nearly three
times the amount spent for medicines by persons under 65. The dis-
crepancy is even more pronounced for the porportion spent for pre-
scribed medicines. Persons age 65 and over spent, on the average, $41,
or about 3.3 times the amount spent by younger persons for prescrip-
tion drugs. The data also showed that costs for medicines rise sharp y
with the presence of chronic conditions or impairments and with the
degree ofactivity limitation arising from such conditions and im-
pairments.

Older people also acquire prescribed medicines more frequently than
their younger counterparts-nearly three times as often-11.4 to 4
per person per year-and pay a higher cost per acquisition-4 to
$3.50. During 1965, it is estimated that persons over 65 spent over
$600 million at the retail level for prescribed medicines. Expenses for
medicines amounted to more than $100 a year for 3 million older Amer-
icans. For 600,000 older people, drug expenses exceed $250 annually.

Mr. Chairman, in the light of thelimited and fixed income resources
of most older Americans, there can be no doubt that the costs of pre-
scriptions constitutes a heavy financial burden. We must move now
to assist older people to meet these costs.

My amendment, essentially identical to S. 17 which I introduced on
the opening day of this Congress, would amend title XVIII of the
Social Security Act to provide benefits toward the costs of prescription
drugs under the medical insurance part of Medicare. I have been
joined by 22 of our colleagues in sponsoring this proposal to close this
most important coverage gap in the Medicare program.
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Mr. Chairman, my amendment would add as a new benefit payment
toward the costs for drugs and medicines prescribed by physicians
to patients who are not institutionalized in hospitals and extended
care facilities. Each beneficiary who has elected to enroll in the sup-
plementary program would be entitled to this benefit after incurring
the first $25 of drug expense himself. The deductible feature tends to
assure that benefits are paid to those who are confronted with very
large drug expenses during the calendar year, and therefore the pro-
posal would have the effect of helping those who need it most.

The amount of benefits payable to the beneficiary would be based
upon a schedule of allowances prepared by a for'mulary committee.
This committee would arrive at the allowance for a particular drug
taking into account the acquisition costs of various drugs, including the
generic name costs, to ultimate dispensers for more frequently pre-
scribed quantities, plus a factor representing a reasonable professional
fee to cover the professional services of the pharmacist. Allowances
would be made only for qualified drugs as determined by the formulary
committee.

Mr. Chairman, I wish to stress that my amendment does not, in any
way restrict or interfere with the manner in which a physician pre-
scribes a drug, whether by trade or generic name. The physician can,
as he now does, prescribe" the drug he believes as a matter of medical
judgment to be helpful in his treatment. of the patient. Nor does my
amendment in any way interfere with the procedures used by taill
pharmacists in filling these prescriptions, or with the pricing-mechp.-
nisms which govern the selling price of any particular drug. The
patient can pay the pharmacist, directly, as he now does, and them be
reimbursed *>on application for the amount of the allowance provided
for the National Pormulary Committee. The physician prescribes
just as lie always has and the nharmacit fills the prescription as he
always has, receiving payment -from the patient. In the eveent that the
cost of the drug prescribed by the physician is more than thaf provided
for in the schedule of allow'ance the pharmacist in no way suffers
financially.

The diference between the cost of the drug and the allowance would
be made up for by the beneficiary. Like private insurance programs
which provide for payments for drug expenditures my amendment
establishes a mechanism to limit the program's liability insofar as
meeting the costs of prescription drugs is concerned. In no way does
this proposal limit medical practice, or interfere with drug pricing.

Mr. Chairman, as you well know, there is a great deal of controversy
connected with proposals to establish a formulary mechanism to evalu-
ate drugs. Charges and countercharges have been made regarding the
issue surrounding the quality and therapeutic equivalence of trade
name and generic name drugs. Charges have been made that my
amendment requires physicians to prescribe generically. Other claims
have been made that my proposal would fix the price of drugs, and
that in the long run quality would be sacrificed in the interest of
economy. None of these charges are true, if one studies exactly what
the amendment would do. My amendment would create a fornulary
committee whose job it would be to evaluate drugs whose performance
is expected to produce clinically equivalent results, and to select from
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among these the least costly as the allowance which the beneficiary
woulI be entitled to receive. And where one product regardless of its
name is of demonstrable value in the treatment of patients the price
of this product may be used to determine the maximum amount the"
program will pay by way of reimbursement to the beneficiary. The
activities of the formulary committee would not require that the
physician prescribe only the products it selects in arriving at an
insurance allowance. The physician is, and should be, concerned with
the medical significance of the drug he prescribes. My amendment
endorses this concept entirely.

Mr. Chairman, you, the members of the committee, and the sponsors
of this amendment are all deeply interested in assuring that older
people are able to obtain the best quality drug product available to
them today. The physician is the only one who is eble to know what
drug to prescribe. My amendment proposes to help older people pay
the costs of the drugs so prescribed by the physicians. While the
formulary mechanism does not imply that the costs of all prescription
drugs will be met under the proposal, it will provide allowances which
canhelp the elderly meet a good part of these costs. Schedules for drug
allowances are being used today in a number of health plans to help
those insured to meet drug costs. I have heard no reports that these
schedules have interfered with the doctor's medical judgment, nor with
the pharmacists' pricing mechanism. What is provided under these
plans certainly should not be denied millions of older Americans whose
drug costs are likely to be even greater than they are for the younger
beneficiaries of these insurance plans. My amendment does not provide
drugs to beneficiaries; it helps instead to meet the costs of drugs
prescribed by the physician and filled by the pharmacist.

Therefore, Mr. Chairman, I am not as concerned about trying to
resolve the generic t-ade name controversy by legislation, as I am con-
cerned about helping older people pay for the drugs they now require,
The administration witnesses who have testified before the com-
mittee point up the many varied and complex issues and problems
surrounding propoEals to pay for drugs. The administration has stated
that they nre rehlcto.n' to seek legislation at this time but desire to
study further some of these problems. However, Mr. Chairman, as I
said on the floor of the Senate when I offered my amendment in
August, the Congress is fully capable of originating workable solu-
tions to real problems confroiiting our citizens. The effective date of
my measure would be July 1, 1969. This would provide the executive
branch with ample time *o work out the administrative problems they
foresee at this time, more time in fact than was afforded them in work-
ing out. the whole complex medicare program itself. And even if cir-
cumstinces are such that not all solutiohs are reached by that time,
enactment of the amendment now will leave us in the position to pro-
vide this vitally needed benefit at the earliest possible moment.

The amendment would be accompanied by an increase in monthly
premiums under the supplementary medical insurance program of
approximately $1, only half of which, or 50 cents, would be contrib-
uted by the beneficiary. It seems to me that for the amount of protec-
tion thlis proposal represents to every older person, the elderly would
welcome this opportunity to obtain such coverage at this cost. I might
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also add, Mr. Chairman, the sponsors of the amendment are well aware
of the need to control expenditures at this laiticular time. However,
under the proposal, no Federal appropriations to finance this bene-
fit would be required until the middle of 1969, and the full increase of
the required appropriation probably would not be felt until 1970.
, Finally, Mr. Chairman, my amendment, as I see it, ii an adjunct to
your proposal to assure that only drugs of proper'quality are paid for
under federally aided programs, particularly under public assistance
programs. As you know, I have been hppy to join with you in suppit
of your proposal, originally contained in S. 1803, becAuse I endorse
completely the principle that the Government should strive for -the
greatest possible economy consistent with quality in the payment for
drugs in which Federal funds are used.- Our proposals do not compete
with each other, rather they are complementary....

Mr. Chairman, I am disappointed, as I know you are, in the admin.
istration's continuous need to study, study, and study some of the areas
I have touched upon today. Last year the Senate adopted a proposal
to include the coSts of prescriptioii drugs under medicare. I would
have thought that the administration would have concentrated more
of their energies toward finding solutions to the problems they now
in such a proposal. Yet, after another year, we are told that they need
to study it some more. • 2 .

The fact is that older Americans need help now. I believe that the
Congress should a4 therefore, to fulfill its obligation to these people
this session. If we do not, the proposal may be "studied" for years and
years to come. Mr. Chairman, I urge that the amendment be adopted
by the committee.Thank you. ,,

STATEMENT OF HON. GEOROE MURPHY, A U.S. SENATOR FROM TIE
STATE OF OALIFORNIA.

Senat6r MunPHir. Mr. Chairman, I strongly urge the Senate Fi-
nance Committee to adopt amendment No. 296 to H.R. 120800 the
social security bill. This amendment incorporates the provisions of S.
1071 introduced on February 24 by Senator Ribicoff and coauthored
by me. The amendment would extend to State employees, if they so
elected by a majority vote, and if an agreement were worked out
between the Federal and State Governments, medicare hospitalization
coverage.I Mr. Chairman, there is a great interest in this amendment in the
State of California. To illustrate the need for the amendment, It will
be helpful to examine the situation of the 112,0O0 public school teachers
in the State of California. -Unless the amendment is 'adopted these
teachers, who are among the 650,000 instructional personn-el affected
nationally, will be denied the benefits of medicare. They are denied
this coverage because they are employed by State and local overn-
ments'and are not covered by the regular Social Securit Act. While it
is true that the present Social Security A& does allow State and local
government to enter into agreements extending regular social security

erge t9 pubhoc:employees, in the caseof the California teaehes,

they a4i-ady enjoy i retirement system under the State teachers retre-
h0int program. The teachers own retirement system provided them #ith

1510



SOCIAL SECURITY- AM qDMMNTS OF 1967 11

retirement and survivorship benefits. However, their own system does
not include hospitalization and the existing ScIal Securit' Act does
not permit them to qualify for medicare co. rage. This is the purpose
of amendment 296. Amendment No. 296, of course, requires teachers
and the other public employees to pay their own way, to contribute in
order to participate in the program. -

To summariz, Mr. Chairman, this amendment is a most meritoriots
one. It is financially sound, It presents no administration-problem be-
cause part A of medicare is financed by a payroll tax separate from
the social security payroll tait and it is in the public interest. I know
that I speak not ofily for'the 160,000 members ofthe California Tea-
chers Asociationh, but also for the Associated California Employees,
a council of independent government employees representijg more
than 8756 000 city, county, and other school personnel in urging strongly
the ado tidnof amendment No. 906.

Mr. Shairman I ask unanimous consent that an excellent statement
in support of 296 by the Calif6rnia Teachers Association be inserted.

I appreciate the committee's courtesy.,

STATMENT P ROBERT &ITN X U ESO

Mp., Mo -r. The California r Asolati largest state-
wide ro h soal o on. the ited Sta supports the
proviso of amen ent N .29ad s ect mends that
the Sen Finah Comumi _in . e ito H. .90p the
social urity'bill.

IN half ofsiWmore- t , eb rad other ubli em-
plo in, California.thion" this action, as the most
eq le ahd L fmi' fro tgh opiti tion cov-.
esige under ca a a rica , but de ied them
beoau th d 0z1p covd y social
,Cal ornia her on le an' O50,00 N U etioal

person el in th ion 'W 0 reued benelts medicare
plan A- 6es the Social.e At
their en Welsc0on'011 nunde .4 aZa bf this
sepxtrmnancend u 'hi -wbe. a '
mental a ivomhIT provi by erg retire-

eilent t heyrt wa n bX a security an th6 dtin& law makes"
no p..-.isi0nsi the to qualify foz the covera 'vaila e nearly
20 iuillion citi en rag65,-

The COlifoki & Tih Associatio, eves, a long*Ith Seior
Abraham Ribicoff v*hl has o el t tnonn tht teaohes ard
other public employeew'to whom these beiefta are nct cufreiily.avail-
able should hFwe been affordedqthe opportatty4of deciding whether
they wish t b included the hoAization oveiag."

Th4 prdvisimn of the .Ati&ndmet wouldnotim ' aw4ny addition
finanoial burden on the IFederl Government."Sibj9ect 4a unA -
ucation, ind' Wel e:th6 co*e~age woil be6.mae :ava lisbl to i

s8-281 o-6--p --- 4
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Rublio employees including teachers in California. Before the bene-ts would be made available, however, members of the State or local
retirement systems would have to approve by a majority vote their in.
clusion in the program.

Many public employees in California in addition to schoolteachers
are not included uider the present law. Through their organizations
they have voiced a strong desire to be covered-by medicare plan A.
The Associated California Employees, a council of independent gov-
ernment employees representing more than 375,000 city, county, school
and other pers- nnel, join in support of this amendment.

The Califoinia iTeahers Association believes the proposal to be
sound and workable and in the public interest. The Finance Commit-
tee's favorable consideration is solicited.

STATEMENT OF HON. GORDON ALLOWTT, A U.S. SENATOR FROM THE
STATE OF COLORADO

Senator AiLorr. Mr. Chairman I want to express my appreciation
to you and the other members oi the committee for giving me this
opportunity to present my views and comments on the amendments to
the Social Security Act which are now pending be fore this committee.
I have profound respect for the complexity of the questions which these
amendments present and the consideration which must be exerted to
assure the adoption of meaningful amendments to the Social Security
Act. As a former member of the Special Committee on Agng, I have
a special regard for the problems and needs of our older citizens, the
ma ority of whom must look to the social security system for the finan-
cial. resources by which to live. As the beneficiaries of the Social Se-
curity Act, I am certain that these people are watching very closely
the results of these hearings with anxious concern and hope.

Mr. Chairman, historically, Americans have tried to create adequate
income for their retirement through such forms of investment plan-
ning as personal savings, private pension plans, and annuities. Con-
gress recognized its rolesin the establishment of a floor of protection
for the retirement period of older Americans when it passed the Social
Security Act of 1935. Because of its involuntary nature, social security
is an essential part of an individual's relationship with his Govern-
ment. For some whose vigorous investment planning or frugal savings
programs paid off, social security benefits supplement retirement in-
come; for others, however, these benefits become the sole means of
support in old age. For the former, social security is cast in the light
of a return on investment; for the latter, it is looked to as a kind-of
essential welfare insurance and existence.

I believe this Government has a continuing responsibility to analyze
the social security law to be certain its benefits are adequate for the ob
it was proposed to accomplish: involuntary old age insurance. The
continuation of the social security system is like that of any other
pension system in its dependence upon the willingness of those whose
taxes support the program to continue to share the fruits of their labor.
At the same time, however, we are witnessing the spectacle of a pur-
poseful, planned inflationary economy, whose shadow casts real doubt
upon the ability of ever attaining an adequate retirement income. Thus,
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on the one hand, we find that a young man who takes his place in the
work force today at age 21 stands to get back $12,000 less than he has
invested in social security after he retires, And on the other hand, we
note that from Janaury 1965 to the present date, social security re-
cipients have lost at least $1.5 billion in purchasing power to the
ravenous hunger of inflation. That young man may well question the
fact that he is forced to continue sharing the fruits of his abors when
he realizes that if the payments from himself and his employer were
allowed to accumulate n a trust fund during the same working period,
at his retirement he would be able to draw $160 per month forathe rest
of his life on the interest alone-and never have to touch the principal
of his investment.

We are in this position with regard to this young man's financial
future in the social security system because of the willingness of too
many in government to increase the benefits of the system without
insisting on the means of finailcing the program. One simply cannot
suggest these benefits in a complete financial vacuum with utter dis-
regard for the consequences; to do so deprives every young man of
his rightful expectancy from social security. It is time that we be
honest with that young man.

We are in this positon regarding our older Americans because of
the unwillingness of this administration to stem the tide of inflation.
Older Americans living on fixed incomes are at the mercy of the de-
teriorating purchasing power of the dollar.

It was with these concerns and realities in mind that on May 15, I
introduced several amendments to the Social Security Act which I
though were essential to alleviate the deficiencies of the system with-
out resorting to additional payroll taxes. These amendments would
hav6 the following effect:

.(1) The establishment of an automatic cost-of-living increase in so-
cia security benefits beginning January 1,1969.

(2) An increase in the earnings limitations an OASDI beneficiary
may earn without penalty to $2,2p.0 per year.

(8) The creation of a new provision in the Social Security Act which
will allow an increase in benefits for each year in which a man works
after the aae of 65.

(4) An increase in the minimum old age, survivors benefit to $50
per month.

(5) An increase in the aged widows and widowers monthly insur-
ancbenefits to 90. percent of the primary benefit.

In my opinion, these are the best amendments which can be enacted
without resorting to an increase in taxes. As the members of this cord-
mittee are well aware, there is an actuarial surplus in the social se irity
trust account at the present time. The Social S4ecurity Adminitration's
child actuary, in a report published October 11, 1966, advised that the
total old ate, survivors, and disability t ist accounts, when taken to-
gether, a sitive actuarial balance of 0.74 percent.of taxable pay
roll on a; long-ange, level-cost basis. My Proqpsed amendments can be
enacted foir 0.72 percent, well within the 0.74 percent Iposidve actudaral
balanceof these two accounts. My amendments are alined at providing
meaningful assistance to those social security beneficiaries who need
immediate& help without imposing an additional burden on those whose
current labor produce the income for the system.
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In addition to my amendments, of course, numerous other proopsals
have been introduce d in this sessmin of Congress dealing with suggested
changes in the Social Security Act. Among these is I.R. 12080 which
provides, among other things, for an across-the-board 12'-percent
increase in benefits. The comprehensive program envisioned-by H.R.
12080 would utilize the actuarial surplus, together with an increase in
the amount of taxable earnig and an increase of 22 percent over the
next 6 years in the payroll taxes. I was particularly hopeful, of course,
that my amendments to the Social Security Act might be adopted by
this committee since they did not require an increase in taxes to fund
their benefits. I know the members of this committee and all Senators
are most concerned and disturbed over the proposed tax surcharge.
This latter question is one which will be confronting this committee
all too soon, and demands a balanced approach to the questions of in-
creasing payroll taxes to fund additional benefits to soe lal security
beneficiaries at this time.

I strongly believe that three of my amendments commend them-
selves to this committee.

Mr. Chairman, since inflation is the hidden tax on both the young
man still working and the elderly retiree it is essential that our social
security system provide constant protection against inflation. Auto-
matie cost-of-livmg increases are an integral part of the protection
which must be afforded. The need for an automatic cost-of-living
provision is so acute in fact that I was greatly disappointed when the
administration failed to include it in either of this year's proposals.
I am equally disturbed not to find such a provision in H.R. 12080.

An automatic cost-of-living increase would have a twofold effect.
First it would assure the young man whose taxes support the system
that his equity would never be destroyed by inflation. Second , it
would insure the older person that his benefits will no longer be subject.
to the continued effects of inflation which have already robbed him
of so much of his purchasing power.

Second only to the obligation of providing relief from this economic
squeeze play caused by inflation is the need to assist those, who through
no fault of their own, have not been able to provide an adequate in-
come for their old age I believe that the plight of these people requires
immediate congressional attention. This Government has the capacity
and the resources to assure every American, regardless of age, an op-
portunity for dignity. What he does with that opportunity is his own
business -that we provide it is ours.

To achieve a truly sound and equitable social security system, my
first amendment 8. 1773, would provide an automatic cost-of-living
increase in benefits beginning in 1069. The year 1967 will be considered
the .base year for purposes of computing the amount by which living
costs have risen. Under my proposal early in 1069 and in each rear
thereafter, the Secretary of Health Education and Welfare wildde-
termine the increase in the cost of living since the end of the calendar
year of 1967. For each full 3-percent rise in the cost. of living, social
security benefits will be increased by a corresponding 3 percent in
April of 1969. Thereafter, benefits will be increased by increments of
8 percent for each full 3-percent rise in the cost of living in each
succeeding year after 1969. The increase in benefits would be payable
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for months after March in each year. I should point out here, Mr.
Chairman that no increase will occur unless there is a full 3-percent
increase. Thus a full 3-percent rise in the cost of living will result
in a 8-percent rise in benefits, while a 5-percent increase in living costs
would only result in a 3-percent increase in benefits. Of course, if a
6-percent increase were noted, there would be a full 6-percent increase
in the benefits to be paid.

Under this proposal, no increase in social security tax rates would be
necessary to finance the automatic increase because, according to So-
cial Security Administration actuaries, inflation pushes up wages and
salaries subject to the tax.

Mr. Chairman, another improvement which must be enacted con-
cerns the present earnings limitation. At present, earnings in excess
of $1,500 per year by an OASDI beneficiary results in a reduction ofbenefits This means, of course that a man may only earn $125 a month
without incurring reduced benefits. My second amendment to the
Social Security Act S 1774, would increase this earnings limitation
to a more realistic igure of $2220 per year which would mean that
a man would be allowed to earn $60 more per month without being
faced with reduced benefits. Of course, not all older Americans want
employment. Some want a retirement enriched by service without
remuneration. Other older Americans, however, are struggling to live
on fixed incomes. I believe that a realistic increase in the amount a man
may earn without being faced with a reduction of benefits will be a
real encouragement for those citizens who need to find other employ-
ment to supplement their fixed incomes. This, I believe, can be accom-
plished with the enactment of my proposed amendment. I know that
many of our Nation's citizens who now feel hamstrung by present re-
strictions on their earnings from employment will find-in this amend-
ment a real encouragement to seek out new sources of income without
being faced with undue penalties.

One of the most glanng inequities of the present law involves the
man who delays his retirement and continues working past the age of
65. Such a man now has to continue contributing pag of his wages to
social security despite the fact that he would be entitled to benefits if
he were to quit working. The average numbers of years for which
OASDI payment will bi made to a group of people over 68, for ex-
ample, is obviously less than the amount required for those of 65.

The social security account a man has established thus receives a
double benefit if he elects to continue working past the age of 65: con-
tinued contributions and delayed distribution of benefits. There is a
much more subtle impact here, however, and that is the effect this
anomaly has upon the initiative of those elderly citizens who either
need additional income or who are eager to continue contributing
their skills to our economy. As the law now stands older Americans
are discouraged from continuing their productive creativity after they
have reached the "magio age" of 65.

Up to 1950 there was a provision in the Social Security Act which
provided a 1-percent increase in benefits for every year a man worked
after 65. I have always thought it was a mistake that this provision
was repealed. In fact, I would have voted to increase it. This is the
basis of my third amendment to the present social security law. My
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amendment, S. 1776, proposes that benefits be increased by 4 percent
per year or one-third of 1 percent for each month in which a man
continues to work after 65, assuming he is eligible for old-age insur-
anca benefits. Under my amendment, if a man continued to work for
1 year after the date on which he was eligible to begin receiving bene-
fits, his monthly benefits would be increased by_4 percent from that
month for as long as he draws social security. Thus, assuming a man
were entitled to $100 per month in benefits at the age of 65, he could,
by working and deferring his retirement to ago 70, increase his benefits
to $120 per month for the rest of his life. If a man should have to
interrupt his working for any period and draw his benefits he may
still resume working at any time and the amount his benefits would
be increased would be determined by one-third of I percent for each
month in which he continues to work. My proposal, of course, will not
have any effect upon a man's right to ap!p-I for medicare protection,
nor upon the present effect of the law which deletes all restrictions
after age 72.

Under the present law a man may receive any amount of money
from his investments or other nonemployment income. Almost any
banking institution would allow that man at least a 4-percent return
on the investment of his money. My amendment would allow the man
who has to continue working to realize a 4-percent return on the in-
vestment of his time and effort.

Mr. Chairman, this Government has the obligation to deal fairly
with both the individuals whose taxes support this program as well
as the beneficiaries of social security whose previous efforts helped
to establish the financial reserves of the system. I believe we deal most
fairly with these individuals when we assure them a climate of di -
nity and independence in their relationship with social security with-
out resorting to making promises we cannot afford to keep, or will
not take action to keep. I- also believe that these amendments would
establish a creative program, the opportunities of which would pro-
vide the dignity and independence thei people deserve.

M(r. Chairman, in urging the adoption of these amendments, I am
only seeking to strengthen and improve the legislation which is pend-
ing before this committee. I believe that the adoption of my amend-
ments would provide a greater degree of protection for the entire
system. It may be that the adoption of automatic cost-of-living pro.
tection, which has been too long denied the social security system,
would preclude the necessity for an immediate 12-porcent increase
in payments. I think a realistic apprais.al of the neels of the sociaI
security system must be reconciled with the present state of our.
economy. In this regard I feel that the amendments which I ani
urging before this committee provide the measure of protection, re.
lie and opportunity which willenhance any social security legislation
which this Congress may be called upon this year to adopt.

Again, Mr. Chairman, my thanks to you and to the members of
the committee for the opportunity to offer these comments and recom..
mendations regarding the social security legislation pending before
you at this time.
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STATEMENT OF ;OHN H. MATHIS, CHAIRMAN, ON BERATL OF THE
COMMUNITY SERVICE SOCIETY

Mr. MA'ms. The Communit Service Society of New York has
served troubled families in New York City for over 100 years.
Throughout the history of the society, its citizen committees have en-
gaged in promoting social legislation. Out of this experience, three of
our citizens' committee-the committee on aging, the commitee on
family and child welfare, the committee on Kealth-have developed
the views on H.R. 12080 set forth in this letter. Their detailed state-
ments are appended. We offer these views and comments in the hope
that they will be of assistance in your deliberations on this important
social legislation.

We have examined H.R. 12080 and the Committee on Ways and
Means report in detail. In preparation of this statement we have re-
examined H.R. 5710 and H.R. 1977. We find, and note below, that
several of the H.R. 12080 provisions dealing with the social security
and health insurance system are commendable.

In contrast, we find the entire tone of title II, H.R. 12080, which
contains the public welfare amendments, the legislative intent em-
bodied in the Ways and Means Committee report and many provi-
sions of this title to be retrogressive and punitive.

We believe that if the Senate Finance Committee intends to use a
positive, not a punitive, approach to amending the Social Security
Act, it would be far more constructive to start from the earlier bil,
H.R. 5710, adopt its good features, amend its less-satisfactory ones
and incorporate the aceptable provisions of H.R. 12080, than to use
H.R. 12080 as the base.

PUBLIC) ASSISTANCE AND CHLD WELFARE

We speak first to the public welfare amendments (title II) about
which we have the greatest concern. We find this art of H.R. 12080
based on assumptions which are not valid. The provisions and the com-
mittee report assume:..

1. That the 1962 Social Security Amendments to expand service to
public assistance families have been adequately tested and found want-
ing. This is not true. Even in New York City, which is ahead of much
of the Nation in efforts to provide, service and experiment with new
approaches, implementation of the 1962 amendments is limited due to
staff shortages and practices which consume the workers' efforts to
such extent there is no time for counseling. In many States and com-
munities there has been only token implementation.

2. That the welfare system is the cause of social problems such as
chronic unemployment, dependency, illegitimacy which could be cured
if the welfare program -was drastically changed. This is not true.
There is no evidence that public assistance payments cause these social
problems. There is evidence that attempts at social control through
coercion based on the threat of denial ofasstance have failed when-
ever; attempted,

3. That the, welfare caseload abounds with shiftless persons who
prefer relief to employment. The facts do not support this assump-
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tion. The vast majority of persons on public assistance are too old,
too young, too sick or disabled to be employed. As reported to you
recently by Mayor fohn V. Lindsay, of the 600,000 persons on public
assistance in New York City last year, 79 percent were children and
adults caring for them; 15 percent were too old or sick to work; 4 per-
cent lacked employment skills; and.2 percent were working but did not
earn sufficient money to support their families.

These are families who are weighed down by a multiplicity of over-
whelming problems many of which stem from serious educational
deficiencies and low self-expectation, from ill health, poor housing, and
lack of job opportunities.

Given adequate provision in the community for education, decent
housing, employment, and skilled counseling most of them would
respond to the opportunity to become self-supporting and independent
of public assistance. It should be pointed out, however that employ-
ment of the mother is not necessarily the desirable goal for all families
and that this should be a matter of choice not of direct or indirect
coercion.

H.R. 12080 authorizes substantial sums to expand day care, family
planning, community work, and training programs. In themselves,
these are socially desirable programs. We support the orderly ex-
pansion of these services. The vast increase in funds authorized over
current expenditures does not, however, contemplate a gradual ex-
pansion related to availability of suitable facilities and properly
trained personnel. . .

We are deeply concerned with the provisions of H.R. 12080 which
couple expansion of these service programs with a freeze on Federal
reimbursement for the AFDC-UP caseload based on the January 1967
ratio of children in one-parent families receiving assistance to the
State's total child population and the provisions which would deny
assistance to the mother, father, or child over 16 years.of age not in
school, who fails to accept community work or training. Whether
the penalty is imposed directly upon the State or the parent, it is
the children who would be most harmed b removal of the parent from
assistance, or the removal of the children rom the home by court order
and placement in foster homes, or by resorting to the discredited sys-
tem of voucher payments, or by a general freeze on the numbers of
children eligible for assistance.

We are unequivocally opposed to subverting day care, family plan-
ning, community work, and training programs to coercive measures in
order to reduce public assistance to families with dependent children
(AFDC).

MEDICAL AssISTANCE

In our opinion, several of the medical assistance provisions consti-
tute a serious threat to the national effort begun with the enactment
of medical assistance (title XIX) in 1965, to bring quality health
care within the reach of large segments of the po.ulation who pre-
viously had access to little or inadequate health service.

We refer specifically to placing a ceiling in the Federal law on
eligibility for medical assistance and fixing that ceiling in relation
to a State's cash payments made in the AFDC program or the State's
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per capita income, whichever is the lower. We can only assume that
the purpose of this provision is to reduce drastically the Federal Gov-
ernment's commitment to provide health services to the medically
needy.

Another provision which we believe would emasculate the entire
concePt of title XIX if it became law, is the choice given the States
under H.R. 12080 of including any seven of the listed 14 health services
rather than continuing the requirement that the program include the
five basic health services. Under such a provision, it would be possible
for a State to operate a health care program of little use to the medically
needy. .

These two provisions move far away from the original intent of
the Congres which was declared to be the protection of a large seg-
ment of the population against the risk of destitution caused by ill
health and high medical expenses and the guarantee of high quality
medical care--its availability a matter of right to all citizens. Other
unsatisfactory provisions are cited in the appended material.

SOCIAL INSURANCE

We, believe that an increase in OASDI cash benefits is needed to
alleviate the condition of poverty in which the vast majority of OASDI
beneficiaries now live. We find the 12 -percent increase I H.R. 12080
insufficient; the 15-percent increase provided in H.R. 5710 was, itself,
minimal.

We approve liberalization of the retirement test to permit persons
between 65 to '2 years to earn larger amounts without sacrificing their
retirement benefits-as provided in both H.R. 5710 and H.R. 12080.

HMTAVdiH INSURANCE (hWEI)IOAREC)

We believe that medicare coverage should be extended to the dis-
ability insurance beneficiaries. Such coverage is provided n H.E. 5710
but not in H.R. 12080. We favor the provision in R.R. 12080 which
would increase from 90 to 120 the number of covered hospital days.

OmHw REAI/H

The child health portion of H.R. 12080 makes provision for a sound
program that includes both prevention and treatment. We approve
with a reservation only about the future of these programs which is
discussed in the appended material.

SOCIAL WORK EDUCATON

In view of our endorsement in 1966 of the bill introduced by Sen-
ator Ribicoff (S. 8432) we are pleased that both H.R. 5710 and H.R.
12080 provide Federal support for social work manpower and train-
ing. As initial legislation authorizing grants for expansion and d~vel-
opment of graduate and undergraduate social work education, we
prefer the more flexible features of I.R. 5710 to the H.R. 12080 im-
position of a $5 million ceiling on any appropriation beyond the first
year and the- peificatloft that not less than half of any ippropriatiori
be used for undergraduate programs.
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Amendments to the Social Security Act have far-reaching conse-
quences. We urge your support for constructive changes that will
alleviate, not add to the burdens of the poor and otherwise severely
disadvantaged members of our society.

We appreciate the opportunity to submit our testimony. The de-
tailed position statements developed by our several committees are
appded.

(The position statements referred to follow:)

APPENDIX I-COMPARATIVE ANALYSIS BY THE COMMITTEE ON AOINo OF THE OLD
Aoz, SURVIVORS AND DISABILITY BENEFITS AND TIlE HEALTII INSURANCE BENE-
FITS IN H.R. 5710 AND H.R. 12080

OLD AGE, SURVIVORS AND DISABILITY INSURANCE

General Benefit Increase--HR 5710 (1 101); MIR 12080 (5 101)
HER 5710 provided an across-the-board increase of at least 15%, an increase

in the minimum benefit from $44 to $70 a month, and increases in the ultimate
maximum benefit for a worker alone from $168 to $288 per month and for
family benefits from a top of $368 to $650 per month. hIR 12080 provides for a
general increase of 12%%, an increase in the minimum benefit to $50 a month,
and increases in the ultimate maximum benefit for a worker alone to $212 per
month and for families to $423.60 per month.

The Committee on Aging believes that the benefit increases proposed in IHR
12080 are insufficient to ensure that present and future beneficiaries will not
fall further behind In their struggle to be independent and to maintain a
decent standard of living. The provisions in HR 5710 are regarded as an attempt
to bring Old Age, Survivors and Disability Insurance benefits more nearly into
conformity with increases In the cost of living. It would provide no more than
a minimum base to which other resources, such as private pensions, savings or
public assistance, would have to be added to cover everyday living costs at a
decent and dignified level for retired persons and for their dependents and aur-
vivors. For many without any resources of their own, life would continue to
be spent in poverty because of a reluctance to expose themselves and their
families to the indignities of the means test for public assistance.

The experience of the Community Service Society-not only in its Older Per-
sons Service but also in a demonstration project, Senior Advitory Service for
Public Housing Tenants in the South Bronx-indicates the serious effect on the
aged of constant financial worry and deprivation.

The Committee on Aging, therefore, urges the Senate at least, to restore the
benefit increases to those proposed in HR 5710.
SIpeal Minimum Primary Insurance Benefts--HR 5710 (1102); HR 12080

(-)

HR 12080 does not contain the proposal which was in HR 5710 to provide a
special minimum primary monthly benefit equal to $4 multiplied by the number
of years of coverage up to a maximum of 25 years ($100). The Committee on
Aging believes that this provision would affect a group which over the years
has contributed to the national economy through steady employment, but has
suffered deprivation because of low wages.

The Committee on Aging, therefore, urges the Senate to restore thli provh ion
of HR 5710.
Increase in Benefits for Certain Individuals Age 72 and over-HR 5710 (5 104);

HR 12080 (J102)
HR 5710 provided an increase in the special payments to persons aged 72 and

over who have not worked in covered employment long enough to meet the reg-
ular insured status requirements or who had no work covered under Social
Security. This provision amounted to an Increase from $35 to $50 a month for
an individual and from $52.50 to $76 for a couple. HR 12080 proposes an Increase
to $40 a month for an individual and $60 for a couple. The recipients eligible
for these payments Include the most poverty-stricken citizens of the nation, who
are penalized merely because Social Security coverage was not sufficiently broad
during their working years.

The Committee on Aging supports the increase proposed in HR 5710.
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IMberalization of Retirement Tcst-HR 6710 (1107) ; HR 12080 (1106)
The Committee on Aging supports the proposal of both bills which provide

for an increase from $1,50W to $1,680 In the amount a beneficiary could earn in
a year without a reduction in OASDI benefits. However, the Committee believes
that the increase will not correct .an inequity which has been Inherent in the
system since its inception, namely that a beneficiary who, for one reason or
another, receives less than the maximum currently payable is nonetheless as
restricted in his additional earnings as is the beneficiary receiving maximum
benefits.

The Committee on Aging proposes a further liberalization of the retirement
test for persons whose benefits are below the maxinum in their category. Such
persons should be permitted to earn an amount equal to the difference between
the maximum currently payable and the actual benefits received in addition to
the general lmit-proposed to be $1,680 annually in both bills--before suffering
any reduction in benefits. This formula should also be applied in determining
each person's monthly earnings limit. This proposal Is submitted because of its
social desirability, with the knowledge that its cost can be estimated by the
Social Security Administration.

HEALTH INSURANOM BENEIIfS (MKDOARS)

Tension o coverage to the Disabled-HR 5710 (1 11) ; HR 1.0080 (5 120)
The Committee on Aging supports the proposal in HR 5710 to extend health

Insurance protection--both hospital insurance and medical Insurance under Parts
A and B, respectively, of Title XVIII-to disabled beneficiaries regardless of age.
The Committee believes this to be a logical and beneficial development which
parallels past changes when Old Age and Survivors Insurance was broadened to
become Old Age, Survivors and Disability Insurance.
lR 12080 excludes this provision and establishes an Advisory Council to study

the problem. However, such a study has already been conducted by the Social
Security Advisory Council which recommended coverage of the disabled.

The Committee on Aging, therefore, urges that action be taken to provide
health Insurance for the disabled.

Inclusion of Podiatrists' i9ertie uader Supplementary Medical Insurance Pro.
granm-HR 5710 (|107) ; HR 18080 (f 187)

Both bills propose the inclusion of non-routine foot care by a podiatrist within
the medical insurance program (Part B).

The Committto on Aging supports this provision and views it as a means to
reduce the immobility and consequent social isolation of older persons.

Hospital Reimbursemcn-HR 5710 (- ); HR 12080 ( .402)
H 12080 provides that the Department of Health, Eduatlon, and Welfare

would be authorized to experiment with alternative methods of reimbursing hos-
pitals and related health care facilities, which would provide incentives to keep
costs down while maintaining acceptable standards of care.

The Committee on Aging shares the concern of many individuals and groups
about constantly spiralinghealth care cost& It supports the provision in HR
12080 for experiments with methods other than "reasonable cost" reimbursement,
believing this approach holds promise of providing incentives for efficiency in
operation without Jeopardizing quality of care.

Outpatient Hospital and Dlagnostlo Speolty Benefl--HR 5710 (5 180); HR
18080 (1129, 131)

The Committee on Aging supports the provision in both bills which would in-
clude services provided by hospital-based radiologists and pathologists under
Part A. (hospital insurance). This represents a partial return to the billing sys-
tem in effect prior to the advent of Medicare when the services of the anesthesi-
ologist, physlatrist, radiologist and pathologist had been included in the hospital
bill. The need for separate billing caused by their coverage under Part B (medical
insurance) causes widespread administrative problems and Is a burden and
source of confusion to patients. The Oommittee urges that this amendment be
broadened to include hospital-based anesthesiologists and physiatrists in the
calculation of inWatient costs.- ,

However, the Oommittee on Aging oppose the provision in both bills that re-
moves outpatient hospital diagnostic derves from Part A and transfers ouch
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services to Part B. The Committee believes the Inclusion of outpatient diagnostic
services under Part A provides needed service on an outpatient sis which
otherwise might be given on an inpatient basis at higher oost. It would seem pos-
sible to resolve administratively the problem of differentiating between the out-
patient diagnostic services (now chargeable to Part A) and treatment services
by physicians in hospitals (now chargeable to Part B).
BUminaton of Intital Oertflca~ton, by Phyiciat--HR 5710 (1 131); HR 12080

(fie6)
The Committee on Aging considers that the elimination of the requirement that

a physician certify as to the need for the initial hospitalization of a patient, as
proposed In both bills, is unsound. A physician should be prepared to state that he
believes hospital admission to be necessary. The Committee on Aging notes that
the present law requires no more than the signature of the physician to a simple
statement such as "I certify that the admission of the above patient was a
medical necessity." This would appear not to be an oiierous requirement; rather
It constitutes a simple device which would help to control unnecessary hospital.
zation.
Extension of Maximum Duration of Benefits for Inpatient Hospital Hervkes-

HR 5710 (-) ; HR 1t080 (1 157)
HR 12080 extends the number of days which can be covered in a spell of Illness

from 90 to 120 days, retains the coinsurance of $10 now applying from the 61st
to the 90th day, and adds a coinsurance of $20 from the 91st to the 120th day.

The Committee on Aging supports this extension of benefits and believes that
it represents a desirable Improvement in hospital coverage for the sick aged.
Method of Payment to Phyalotane under Supplementary Medical Insurance Pro.

gram-HR 6710 (-) ; HR P080 (1 1.5)
HR 12080 proposes another altexiaative to the assignment and receipted-bill

methods provided under the present law for the payment of physicians' bills for
services under the Supplementary Medical Insurance Program (Part B). The pro-
posal would permit the submission of an Itemized bill to the Insurance carrier by
either the physician or the patient. As under present law, payment would be
limited to 80 per cent of the physician's reasonable and customary charges.

Clearly, this proposal provides some help to financially pressed older persons
when the physician has refused to accept the assignment method. There is flexi-
bllity, but complications also are present In that transmittal of payments either
to the physician or to the patient is permitted. The fact that the itemized bill may
exceed "reasonable charges" only defers the settlement date. Under these cir-
cumstances, the patient still is confronted by financial pressures or uncertain-
ties about his obligations.

The Society's experience in Its direct-service program and In Its demonstrations
underscores the need for simple procedures which can be easily understood by
older persons who are not only frightened by Illness but Ignorant about the choices
open to them, hesitant in their contacts with public and professional groups, and
fearful about the Impact of medical costs on strained resources.

The Committee on Aging supports the proposed alternative to the assignment
and receipted-bill methods for the payment of physicians' bills, but believes It
should be modified so that the patient Is liable for no more than the payment of
25% over and above the Medicare payment. This maintains the principles of
reasonable and customary charges and the current 20% coinsurance factor.

APPENDIX 1-ANALYSIS BY THE COMMITTEE ON FAMILY AND CHILD WELFARE OF
THE PuBLIO ASSISTANCE AMENDMENTS AND THE CHILD WELFARE AMENDMENTS
In HR. 12080

S 201-PROGRAMS OF SERVICES FURNISHED TO FAMILIES WITH DEPENDENT CHILDREN

We support the stated Intentions and provisions of this section concerning
programs to Increase self-sufficiency, reduce illegitimacy and strengthen family
life. We are particularly appreciative of the greatly increased financial support
for family planning, day care and other family services. We have long urged
that more funds be made available so that these important and necessary serv-
ices could become a more integral part of a comprehensive welfare program.

We have serious concerns, however, about the effectiveness of these programs
as they are outlined In H.R. 12080 because they are so closely associated with
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the various repressive, coercive and punitive measures provided in this and
other sections.

In 5201 we are referring to the strong tightening of the relationship between
law enforcement agencies and welfare departments for the purposes of (1) more
speedily and effectively establishing paternity and securing support payments;
and (2) requiring that instances of neglect, abuse, or exploitation of a child be
brought to the attention of the appropriate court or law enforcement agency.

While efforts to establish paternity and secure support payments are certainly
often Justifiable, such a concentrated effort as this legislation implies will fre-
quently lead to denials and withholding of information; and it must also be
remembered that there are many Instances when there is nothing to be gained
financially or psychologically by establishing paternity. Such efforts will further
cause the caseworker to become a prying investigator and will Impede efforts at
family counseling which can only succeed if there is mutual trust and respect,
and if the client believes that others want to help, not punish him. This applies
equally to the strong threats of court action to remove a child (as #2 above and
other provisions imply).

We want to reiterate our support of the greatly increased reimbursement for
day care services. The Committee on Family and Child Welfare of Community
Service Society has long been eager for increased day services. We do have some
concern, however, with the vast amount of money being offered so quickly and
have serious reservations about the ability of States to use the money well if
they were expected to use it so rapidly. This could be particularly dangerous
in view of the provision that allows for purchase of day care services from
private groups; a result could be the springing up of Jerry-built day care
operations.

We recommend that the appropriation for day care services contain provi-
sions for a planful progression in the establishment of centers and in the use of
the money available. We would also like to see more safeguards built into the
program to prevent the use of day care centers as mere repositories for children.

202-EARNINOS EXEMPTION FOR RECIPIENTS OF AID TO FAMILIES WITH DEPENDENT
OHILDE1

We endorse the concept of an earnings exemption that would offer a realistic
Incentive to recipients of welfare programs. Considerably higher exemptions
have been recommended by the Administration ($50 plus I the remainder) and
Social Services Commissioner Ginsberg of New York City ($85 and % the
remainder) as being more realistic than the $30 a month plus % the remainder
offered by H.R. 12080.

With respect to a training incentive, we endorse the concept of a monetary in-
centive as provided by 11JR. 5710. The various penalties outlined in H.R 12080
for a recipient's failure to prove good cause for his Inability to enter (or pref-
erence against) a specific work and training program only leads us to the con-
clusion that coercion and harassment are to be used instead of Incentives.

I 203-DEPENDENT CHUILDEN OF UNEMPLOYED FATHERS

We endorse the provision that allows for permanent inclusion in the AFDO
program of families with unemployed fathers. We would like to see this provision
made mandatory for each State.

We urge, however, the removal of the restrictive eligibility requirements im-
posed in H.R. 12080 by the new Federal definition of unemployment, i.e., unem-
ployment for at least 30 days, and exhaustion of unemployment compensation
benefits or evidence of a substantial connection with the work force (1% years
of work during a three-year period ending in the year before assistance is
granted).

Certainly the first and second of these requirements would cause considerable
havoc and deprivation for a family which, because of a marginal Income, has
been unable to set aside for the proverbial "rainy day." The* last requirement
is clearly'designed to penalize those who have shown instability, lack of ambition
and so on; thus, it would keep out the very people the program is designed to
rehabilitate, would perpetuate the poverty Inviropinent of the children in such
families, and would cause them to be penalized because of the supposed sins
of their fathers.



1524 SOCIAL SECURITY AMENDMENITS OF 19 6 7

1 204---OOMMuNrrY WORK AND TRAINING PROGRAMS

It is our belief that the provisions in H.R. 5710 in regard to Community Work
and Training Programs offer a sound approach and machinery for an operable
program. H.R. 5710 has the added advantage over H.R. 12080 of giving the
responsibility for work and training programs to the Department of Labor which,
In our view, Is much better equipped to administer this than are State Depart.
ments of Welfare. We question the need for such an elaborate Welfare Depart-
ment program when so much is already being done In this area via the Dconomic
Opportunity and Manpower Development Acts. Also, other pertinent legisla-
tion Is being proposed which again leave employment and training aspects with
the Department of Labor. We also question whether there are enough available
Jobs to absorb the participants of such a vast work and training program. We
submit that the problem of unemployment has to be attacked on many fronts
and levels; It cannot be solved merely by a frontal attack at those who have been
poorly educated and poorly trained, and those stereotyped as "shiftless" and
"wanting to live off welfare."

We view the penalties for refusing to take training as inviting many oppor-
tunities for coercion and harassment. It opens up more avenues for subjective
judgments upon the part of caseworkers and Investigators, thus increasing the
chances for abuse of welfare rights. The penalties themselves are extremely
harsh and can only cause more hardship ind poverty for the families and chil-
dren the program is supposed to help. These penalties, along with the coercive
nature of other provisions In H.R. 12080, could inke It virtually Impossible for a
mother (whether she be unmarried, divorced, or deserted) to exercise any reel
degree of free choice in determining whether working or staying at home would
be more beneficial to her children.

2 205-VDER L PARTICIPATION IN PAYMENTS FOR STEER CARE OF CERTAIN OEIWREN

We have unceasingly urged that more Federal support be given to child welfare
programs. We, therefore, endorsed H.R. 1077 which provided for Federal support
of 75% for child welfare services, and we recommended that the provisions of
HR. 1977 be included in the Social Security Act.

We commend H.R. 12080 for offering such substantial support to foster care,
and placing all the child welfare provisions within the Socal Securty Act. How-
ever, we wonder whether H.R. 12080, in differentiating between AFDO and non-
AFDO children and offering more money to the former category, Is Indicating
that foster care could and would be used as a threat. We must be vigilant In
preventing placement that would be based more on a punitive approach to the
par'qnts than on the child's actual emotional and physical needf-

W 3 also want tn express here our endorsement of and pleasure with 1 247,
Pe,-,nanent Authority to Support Demonstration Projects, which Is designed to
meet a long-standing need for research, training and demonstration projects in
child welfare.

9 20T-PROTECTIVE PAYMENTS AND VENDOR PAYMENTS WITH RESPECT TO DEPENDENT
CHILDREN

We urge that there be no change in the provisions of the existing Social Security
Act which set 5% of the public assistance rolls as the maximum number of fami-
lies to whom protective payments can be made with Federal sharing, and which
also require States to meet full need In order to receive approval for such pay-
mente. We view protective payments as a device that should be tised only In the
most extreme situations; Increasing the numbers allowable and abolishing the
full-need requirement, would serve to leave open the possibility of severe abuse.

We deplore the provision In H.l. 12080 which authorizes voucher (vendor)
payments. In 1901, the Board of Trustees of Community Service Society stated
in a document entitled "Public Welfare-A Benefit to All," "It has been said
that persons on relief are not capable of handling their own money affairs,
and that vouchers, rather than cas, should be given them.... Nothing In our
experience supports this proposal, and much speaks against it. If there is a prob-
lem of mismanagement, it Is the occasion to help the family learn how to handle
its own affairs. It belps not at all to take all responsibility from the family,
especially If there Is hope of returning the family eventually to independentliving."
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We simnit that there has been no evidence since 1961 to warrant any alteration

in his point of view. Protective and voucher payments Cause a greater Geie ot
degration and humiliation for recipients who were already eseing themselves
as gecond-clom cltizem tecause they receive assistance. The a of such payments
can only lead to more bopelessnei bitterness Wd anger.

108-UMITATION 014 NUMBER O OHIWBDUI WITE NISPZe TO WHOM FEDELAL
PAYMENT MAY 8E MADE

We oppose this Section. We view this provision as oe that will cause suffering
a! hardship either by actually withholding all asshtace from a vast number
of children (it has been estimated that this could affect a quarter ot a million
chhdren by January 1968) or by severely depressing assistance standards. It
completely Ignores the posslbllty of In-mJgration to a particular state, and thus
would penalize efforts people make to bettor themselves, for this Is the primary
reason behind a family's decision to move to anotUer State. It is clear that what
will emnate from this provision are coercive and haerssing practices in welfare
programs.

We wish also to call to your attention that H.R. 12080 does not make it nda-
tory that each State meet the full need as computed by the State's standaid.
We hailed such a provision in H.R. 6710 (1 202), as lavyig been sorely needed,
but also recommended that this be augmented by a minimum budgeA standard
with which all States would have to comply. We urge that the limitation pro-
scribed in 1208 be deleted, and that meeting full need beaced on a Fede'al min.
mum budget standard be made mandatory, Only then can there be adequate
assurance that our country's ADO program Is indeed meetlUg the needs of the
people It was designed to serve.

ArPmDIX lII-ANALYSI. O 'THE MuwroL Asei* Arou AMANDMW *D THU

0ma HEALTH PovszoNs IN H.R. 120 0

£220. LIMITATION Oxe FEaLz PAMTIATIO .N IN IIU)IOAL A9WIAN03
Federal reimbursement for Title XIX beneficiaries would be limited to 188%%

of the highest cash payment made by a state to a family of the same m"se
receiving help from the program for Aid to Families with Dependent Children.
If 188%% of the State's per capita Income is lower than the above figure the
lesser amount would be used.

Objection was raised by the Committee on Health to a somewhet similar pro.
posal In H.R. 5710 which used 150% as the base amount, and the highest stand-
ard of cash benefits set by a state In Its federally a sinted program. Objection
was raised because of the linking of health care to welfare assistance eligibility.
The substantial expenditures required to pay for medical care can soon ex-
haust the assets of i4dvldualsand families whose incomes may exceed the highest
Welfare standard set by a state by 100%, or more. To withhold medical assist-
ance from such families Io to invite future applications for cash assistance from
demoralied families, without the emotional or material repoures to regain
their ludependence. The limitation " proppwe Woud dledourag. preventive and
early therapeutic treatment.

The young and elderly low income individuals and families would be those most
affected-two groups most in need of health services. Bound health care policy
dictates adequate preventive and early service to preclude the serious chronic
conditions that can mean lifetime impairment. The econoimio Implications If such
policy is not followed are too evident t reqmiure elaboration.

A further objection to medical assistance eligibility based on welfare standards
or parents is the inflexibility that wotld result In adJuai to increase In
coats, In resent y"ear health services have r0e more than a' ot- e- compet
of, the cost of living inde ,s a itac $e~fts, wlik~b *4'4 be. the, bade
for medical assfstne are raised at a-painfull, slow-rAte 66 Oeet th0 gesiral
inereas Io living copta The strain on finaaicI~lly lzidepeide,4 ,fmle ouldl bq.
come greater -and greater as the cost of health ,-rvlcee# coniiued to imb.

The Committee on Health objects to this aendmentwhich wduld tie eliglbiity
for the medically needy to cash asestan" payame-t.

g s lXT=!NN 09,0TATK 300ep

rates would have options on how'to 61culate 66"1ie ture to be I.
tatzed in order to meet the requirement that federal funds not be voed to replace
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state funds. The intent of Title XIX Is to enev.urage states to establish medical
assistance programs that would expand and improve existing services. The
maintenance of state expenditures at the present level Is a positive requirement
to achieve this end. The proposed amendment would allow etati'e to submit lower
figures as the expenditure to be continued In order to obtain federal funds. This
could result in diminished medical assistance programs ard less health care for
those In need, a direct contradiction to the intent of the 19Wk5 amendment.

The Committee on Health opposes this amendment.

S 322. OOXRINATION OF TMX XII AND T119 SUPPLEMNTARY )NDIOAL INSuRANCE
PROGRAM(

Closer coordination of Title XIX and Part B of Title XVIII Is claimed for
this proposal. States that do not pay the Part B premium for all needy and
medically needy persons 65 years of age or over would lose federal reimburse.
ment on care for such persons given as Title XIX benefits If the service is In.
eluded In Part B. The limitations on Part B services such as no drugs, eye.
glasses, etc. result In most needy and medically needy Part D recipients turning
to Title XIX for supplementary care. The administrative complications and con.
fusion for the elderly persons who must cope with both Title XVIII and Title
XIX throws doubt on the validity of the proposed amendment. Until such time
as Part B of Title XVIII provides adequate coverage the Justice of this proposal
Is open to question.

S934. REQUIRED s2VIOKS UNDiR STATE MEDICAL ASbISTANOR FIAN

The requirement In existing law that the services In I 1005(a) (1) through (5)
of Title XIX be Included In any program of medical assistance would be amended
to permit the Inclusion of any seven of the fourteen services enumerated In
I 100(a). The Committee on Wealth registers the strongest possible objection to
this proposal. It could well destroy the medical assistance program In some
states, or substantially Increase the costs of the program if It were limited to In.
patient care. The five services now required represent the basis of an adequate
health care program. The Committee believes that the federal government haR
a responsibility to set a pattern for states that will provide essential services
and encouragement to expand the program. This proposal would do the opposite
b) leaving to the states the choice of services. The choice might be based on
expediency, pressures from vested Interests, deliberate withholding of care, un.
warranted economies In state expenditures, or Indifference to need.

The Committee on Health opposes this amendment,

* 335. EXTNT or MMAL FINANoIAL PARTICIPATION IN CERTAIN AD1UNISTRATWV

A defect In the original bill would be corrected by this proposal which has full
Committee support. Federal reimbursement for skilled medical personnel and
staff directly supporting such personnel would be available at the rate of 75%
to any public agency implementing Title XIX, not Just for such personnel In
the single state administering the program.

2 330. J)VISORY OUNOL ON MUIOAL AeSISTANOC

An Advisory Council on Medical Assistance of twenty-one persons ap td
by the Secretary of Wealth, Education, and Welfare would be established y this
proposal. The Council would Include representatives of state and local agencies,
non-governmental organimatIons concerned with health and consumers of health
services with a majority of the Councll to be In the last category. Technical ad-
vinory committees could be appointed by the Secretary as needed either at the
request of the Council or upon decision of the Secretary. The parallel advisory
group established by Title XVIII has been most useful. The Committee on
Health supprts this proposal, while raising the possibility of an Advisory
Council on Health Care that could serve the Secretary for all health programs.

533?. FRM 011010X M Ir IVYIUAS EorUDLE rOR MUDIOAL ASSISTANCE

Free choice of iustitution, agency or person qualified to provide Title XIX
services would be assured by this amendment. A similar provision is In Title
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XVIIL Since ew York State han already Implemented such a provision through
the State Board of Social Services the Committee has no obJection to the federal
proposal.

j 238. UTILIZATION o STATS FAOILITIMS TO rXOVIDN CONSULTATIVE SUVIOWS
TO INSTITUTION6 FURNISHING M&IOA& CASK

By July 1, 1989 state Title XIX programs would have to provide for consul.
tatve services by state health and other agencies to hospitals, nursing homes,
home health agencies, clinics, laboratories and other services the Secretary may
specify. The purpose would be to help the services enumerated: quality for pr.
tfcdpatuon In the Title XIX program; establish and maintain proper and effcient
fiscal records, and provide Information'that could be used a the basis for
determining payment for Title XIX services. This section seems'directed toward
Improvement of standards'and care It has the support of the Committee on
Health.

a g9o. PmrEC PAYMENTS TO CURTAIN RIOMPIRNTS O MEDWOAL ASSISTANCE

It this ]proposal becomes law reimbursement for paid or unpaid physicians'
bills eoula be made directly to medically needy Title XIX recipents. the Oom.
mittee objects to this provision which could result In physicians charging more
than the Title XIX payment, misting law requires that the physician acept
the Title XIX relmiursement as payment In full; yment directly to the phy-
slclan, as Is now done, assures no s pplenlentary charge s to the patient. Ques-
tion could be raised also as to a discriminatory policy that would prohibit diret
payment to recipients of cash assistance who ire Title XIX beneficiaris but
allows sueh payment to beneficiaries not recolving cash assistance.

The Committee on Health objects to this amendment,

* 231. DATE ON WHJ0U 6TATE PLANS UND&A TITLE XI MUT iUT CurtAIN VINAx I.AL
PASTIOIPATION RESQUIRMUENTS'

.The date by which states must lsswe 100% of the non-federal sure Of Title
XIX costs would be advanced one year from July 1, 1970 to July 1, 109. In vew
of the encouragement this wOuld give local areas to use Title XIX and the better
ability of the states to carry the cost, the Committee favors this pmposaL

IIIOXUENT 01. CHILD MIALT1H

The Oommittee supports the Ohild Health amendments proposed in ILIL 100
The consolidation of all funds for these purposes and the standrds set which
states would have to meet to receive funds are positive steps toward Improved

Maternal abd Infant cM pre-school and school healthpr , dental eae
famllyplanning services, crippled ohildr 's services and other p -rc~azsthat
may be developed can be planned and coordinated more btlienty "All of the
programs and oervtqeu are directed towartteas wit+ concentration of low fn-come families who would otherwise receive Httle or o care.

* Provision s 'also made for researehand +trintng funds while willpermit,
among other things experimentatlon In delivery o health services ad In se of
personnel with TaWI7f dere o kl

A deflnitiop onf 4 s h*lth exes mental helthand mtal retardation
fro thteprogams" becu Z fud frthrupr are provided. by' other

federal lslafloiL- ; h.- I
.The Committee en health has one reservation It WOuld lwe to note in connection

with the Ohld ]esith amendments, Pojct gmats to t0e states ,would be
te, begluning with the 8soca1,F. r U o the aumpton t pdzna

aliiy for mtaternal and child tore roots with'tests The ttl tndo
Aut rsed Would not b deesed * o that'the states would -hayofunds Alable for fomuli rauts. The -ommittlee object to a ety that
elftinates maternal and child care as a federal concern an mp tb The

luaternal ~=0 And poansI.tscetr, lids without ax-~en i chid i~f~eallltittv~t wul ber"re ISl Should
th ae l oqe 1 tifsoo 1441 d atulna,

88481,,O-4.-.pt,.
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OTATMCM T -P DLRIGHA D.11AVZR9- PEDETNDIGAL
AND OghRiOAL) FAQULT! OF THE STATE 0PX

Dr. Batmi. This messa reflects the views of the Medical and
Chirurgical Faculty of the State of Maryland on S. 17 and S. 2299 now
under consideration by the Senate Finance Committee as amendments
265 and 206 to ILR 12080. We regret that circumstances prevented us
from offering oral tesftonyon question raised *by the mamures which
are of great Poncerto member 9f the"medical profession and their
patients, We s fully ask that this expression be included in the
printed record of the hearings.

'As physicians primarily concerned with the highest quality ofmedi-
cal care for all citizens, we urge Congress to reject any proposal which
would require, by direct or indirect means, the prescribing of drugs by
their generic names.From a medical point of vewl, brand name drugs Often have prop-
erties.in addition ,to the active chemical ingredis t that make them
esecally valuable in the treatment of certain patients.

.fli& - fu1lycontrlled'and p~rcisely statd characteristic of the
drug productis soethM thate pr ribh phy eian relies on
when he peifies it for, a patient. Tho ptet's me pmise oprticla
medicine can be scientifically evaluated bause the: pysizan knows
exactly fhat it was thathe prescribe_ . If thedo'd4 forced to pre-
scribe a genero, drug, knowing little or nothing abqut the source, he
may' lose an important element of control over tWe 'treatment of his
patieat6 f% -I
an the "stacesof 6uces i6 refill*, the, physician woul 4 &. be

deprived of .cotro1 over the patient's treaentl unless a given drug
were supplied by the same manufacturer and possessed the same var-
ables-coa *i, solubility, disin tion time,eba t cetera-in each
batch supplied to the pharmact. We su t sispoeible only
with br kid'name drugs and could-not be possible with a genericprod-
nct suplied by different manufacturers. ' - , '  j .

Thr at t e present time no limitation'which prevents physejians
from pr, ribing genericaly. We believe most physicians do so in cases
comp ble with the patit's need But, to takea random example,
wien, digitalis is-preevibed, the physican must- know who made the
mheditn Iad hav i c etn ,nflde,"n e iii it. Th0eange t teen a ther-
peutio, dos and a ttmio dose i.s oo narrow foi chance to be taken on a
product of indeterminate origin,

In particular, we are concerned ovke the p. Lin both pending
i~asues fe tli oselishefit of a! national ~Iu oralulaY, from

which physiesia"s would be required to"rescribe m qrder or ei r
patient. to be reimbursedfor drugs under f y finncidI health
prmms This, if our opinion, would be direc Govliient inteiven-
tion;in the, p ce Of 'hedidins. Under h.s peedur, it would no

i1niiual needs, bu iaer-oeo a owmmidt". deto iingtep
scritionfAorhe paient ,

oThfre e ised wwng.t6 bdter-

of free enterprise now finxltne fz~iio~a aught us that

tM8
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whenever a price schedule is adopted, this price becomes the floor. Con-
sequently, the com etive aspects of d prescription pricing would
be elnified and e Government would in the field of price control.

In addition, the establishment of two classes of citizens would also
be written in the laws of the United States under these measures. To
require physicians to use generic drugs for their less fortunate patients
would create a double standard of therapy. One class would get those
medications the physician knew were best and in which he had con-
fidence; the other would get drugs the physicians hoped might be
effective.

Unfortunately, the term "generic" has been widely misconstrued to
indicate that it means a less expensive drug which will do the same
thing as a more expensive drug. There is a conspicuous lack of scientific
evidence to support any such contention. On the contrary, there is con-
siderable evidence to suggest that marked differences exist among drug
products containing the same active ingredient, even among generic
drgs produced by different manufacturers.

A comprehensive study of the "generic equivalency" question is now
being made by the Department of-Health, Education, and Welfare at
the direction of the President. Until it is completed and the results are
known by the public and the scientific world, we respectfully urge the
Senate Finance Committee to withhold any action on the drug meas-
ures now before it.

STATEMENT OF DR. BERWYN F. MATTISON, EMUTIVE DIRECTR,
AMEBRICAN PUNVIC HEALTH ABSOOIATION

Dr. MATUSoN. Only 14 months have elapsed since July 1, 1966, when
the first of a series of provisions of title 18, Public Law 8947 went
into effect. The effective date for other provisions is even r.ore recent.
Despite -this brevity of experience, we believe that certain problems
have become evident, and that certain specific changes are indicated.
The benefits of the medicare program in meeting the health needs of
persons age 65 and over is clear. That it is imperfect is equally evident.
That'the program should be improved, continued, and broadened is,
to the APHA, indisputable.

In considering amendments to Public Law 89-97, it is incumbent
upon the Congress and especially this committee, to wei h carefull
both the experiences of the past and the prospects for the future wle
keeping in mind two especially pertinent factors. First, fisc integrity
must bie preserved. Second effective health care appropriate to need
must be provided. These objectives are not mutually exclusive-they
can and should be made compatible,.

It is the view of the APHIA that the Justification for enactment of
titles 18 and 19 was the -rovision of quality health services to bene-
ficiaries in need of them. he goal 9f both Federal and Stae 6rogras
should be achievement of one uniformly high standard of medical
not aw system which will permit a high level for some anda second in-
ferior grade of medical care for certain population groups. Other con-
sideraflofii must be secondary.

This ambitious new health legislation was not born from a, need re-
lated to financial profit. .Nor should, its goal be merely to arrange

1529
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financial details, spend allotments, and reimburse vendors. There must
be ctinuous attention to how the money is used and with what
effects. Every effort should be made to obtain as much effective health
cars as possible from the resources available.

The observations and recommendations of the APHA will be re-
lated to our sphere of competence-health-and they will be applicable
to the two m ost basic factors-financing and effectiveness of care. This
statement will not cover all of the points raised by H.R 6710 or H.R.
12080, but it will deal with those which, in our view, are most critical
in developing the best health program possible.

The APHAf recommends amendment of title 18 Public Law 89-97, in
order that all existing arrangements for providing physicians services,
including salaried physicians and group health plans, will be eligible
for reimbursement.

Despite the intent of the Congre to in no way interfere either with
the practice of medicine or with the manner in which medical services
are p rovided, Public Law 89-97 has done Just that. The rigidity of the
required fee-for-service payment system has made necessary-an arti-
Rcial accounting for services rendered under other systems of reim-
bursement. It has been a direct interference with the best in medical
practice. I has made necessary a complicated system of medical costaccounting maintained at an unnecessary expense The results are
frequently confusing, even ludicrous--patients reeciving a physician's
bill for a few cents. This cumbersome and costly requirments should beeliminated ...

The action of the House in H.R. 12080 relative to arrangements with
radiologists and pathologists is supported by the APHA but this is
only a step i n the right direction. We urge this committee to complete
the needed amnendmedt, to authorize all existing arranagments as
eligible for reimbursement.

The APHA recommends amendment of title 18 to eliminate the re-
quired -day hospital stay prior to admission to an extended care or
nursing home facility.

Thelogic behind this requibment was to assure Medical evaluation
before placement but the presently required 3-day hospital stay does
not necessarily accomplish this objective. We suggest, in its'stead, a
prerequisite medical evaluation, with prscribed criteria7 including a
determination of rehabilitation potential, before admission to an ex-
tended carefaelity, a nursing home or release to a home health agency.
In many instances, an unnecessary, expensive hospital stay would be
eliminated and, in every instance.a an for a continued regimen of
needed service would result. Physicians' services, now, posible under
pirt B, makes possible an out-of-hospital evaluation Wich was non-
reinburseable when this leIslation' was firitcbncelved as dealing withinstitutional benefits only, rhe value of continuity of cdre, reco d
by the x'euirement for a physician plan, should be constantly

'he APHk -recommends amendment of title 18 to eliminate all
deductible& '..

The rationale for deductibles is essentially twofold. Firs -that
they deter the hypochondriac or the merely lonely from seeking un-
necessary care, thus preventing unnecessary overcrowding of facilities
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and overburdening physicians; and second some financial support of
the program is realiz&L There is no proof that deductibles furnish any
such deterrent. And there is indication that they may discourage
patients from seeking care early in an episode of illness.

Disregarding completely the value of an early visit in an episode of
illness, deductibles contribute to an administrative nightmare. And
the labor and concomitant costs involved in the recordkeeping and in
the incessant checking and rechecking on deductibles is tremendous.
We a advised that overhead costs to intermediaries, a sizable portion
of which is attributable to bookkeeping required to keep track of de-
ductibles, is running between 10 and 18 percent. This, in our view, is
inordinately excessive and further, is an unnecessary and unproductive
chare age-inst the program. Furthermore, it is an added complexity
for the beneficary himself.

The APHA recommends amendment of title 18 so that depreciation
allowances to institutions, whether under voluntary or proprietary
auspices, are predicated on funding such allowances.

It is important to keep in mind-that.this provision of the law is in-
tended speci"fically for renewing or rebuildiig--a depreciation allow-
ance on capital expenditure-and that this return is in addition to (a)
a 2-percent unidentifiable cost factor, and (b) a return on investment
which, based upon the formula incorporated in the law is presently
running about 7.5 percent. The intent of section 129 in A.R. 5710 ap-
pears consistent with our recommendation, but we urge the committee
to consider two modifications.

First, we believe it would be much simpler to retain the depreciation
allowance in the medicare fund with arrangements whereby an institu-
tion would have a charge against said allowance when, in accordance
with the State health facility planning authority, capital expenditures
are to be made. This would eliminate the need for cumbersome re-
capture provisions.

Seond, any capital expenditure by a provider of service should be
required to be in conformity with the State plan for facility develop-
ment. Without such approval, a depreciation allowance shoidd not be
made. And, the State agency of whom approval is required should be
the State agency which has responsibility for total health facility plan-ning, which is not necessarily the agency designated pursuant to sec-
tion 1864(o),APublio Law 89-97.

The APHA recommends amendment of title 18t include as a reim-
bursable charge the cost of prescription drugs for out-of-institutional
care where medically indicated.

Making drugs available to-Vatienth whose- medical condition has
been stab ilizedls sound preventive medicine which, in many cases Will
obviate the need for more costly rehospltaliatin.' Most 6kieficdiies
wbuld prefer to remain in their homes and if their health'can be prio-d in this environmentit A refertntial to do so from both the
choice and 'cost vantage points. eAPHA .as long supported thep
sition that publi expenditures for prescription drugs'should be made
on the bas9s of generio name wherever p ible. This stand is based
upon a belief that effective drugs should be provided at the lowest po-
sible eosL Eiamples O6pkpl e'dlrePaiies btWeeih trade and genetic
name prescribing can be illustrated by three examples of wholesale
prices selected at random.
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It' pears -to us, and we hope this committee will be equally con-
vinced, that in the interest of guarding the financial integrity of this
program it should be required that drugs be prescribed-generically
whenever possible from a formulary in which only the products of
approved manufacturers would be listed.

The APHA recommends amendment of title 18 whereby home health
services would be expanded so as to provide comprehensive health
care

Section 127 of(H.R. 12080 would add the services of podiatrists to
those of the health disciplines presently included. This action is
merited but additional services should be included. The home is the
locale of preference if appropriate health care can be provided there
But whatever the needed speciality may be, it shoukli- be available.
Section 1861 of Public Law 89-97 should be amended in order that the
services of indicated specialists (for example, nutritionists and dieti-
tians) can be reimbursed, hence made readil-y available.

The APHA is particularly pleased by the authority proposed in
section 127, H.R. 12080 for the Secretary HEW to encourage and sup-
port demonstrations oi innovative cost reducing methods and proce-
dures. Presently there exist no incentives what ever to provide needed
care in the mos efficient manner. Much improvement must be made in
the proper utilization of facilities. Eligibilit for a stated number of
days' care in a facility should not be the criterion of determination for
length of stay. The ambulant patient should not be occupying a bed.
We urge the Senate to approve this measure which has such a great
potential to improve this program.

TITLU XIX

It Is the opinion of thb' APHA that title 19 is not now meeting the
demonstrated health needs of those for whom it is intended. Certainly
the less economically fortunate States have not and probably will not
be able to finance their share of this program. It is our further opinion
that it never will.

While it is possible to anticipate, with a reaonable deg of aC-
curacy or food, clothing, pnd shelter, medical problems and
their a tenantt costs are completely unpredictable. A family of mod-.
estly comfortable means can M the face of a health catastrophe, be
thrown into a tr aic indebteness It is because of, jUt such ntance
that the APHA favors prepaid health insurance prteon. Unless
and until public assistance recipients and the med-,ly ndigen are
covered y the federal health insurane:progras, title i9 sould b,
improvedrgrait

Controls placed upon the titlrel9 pr rly [Iel in
ure. Th situation has been into'sifld by H.R. 10. onedig
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the fact tWA in this type rora fiscal limiting elements arnheet
the APHA nonetheless depots Federal support of a second-elm
medical care sytem. Changed methods of ffinancng and payment
have not resulted in bringing firstclass medicine to the needy.

The fallacy in the operational concept of this program is pt.ntl1
clear. Intended to provide aid to the indigent ana the medical indi-
gent, the requirements of Stats financial participation practically
guarantees that States with low per capita income will provide inade-
quate services at best and none in many .instances. The resulting geo-
graphical inequity-it is no longer sufficient to be medically indigent,
one must choose the correct Stat in which to enjoy the condition-is
totally unsatisfactory.

We have serious reservations as to the workability of the welfare
system in this country. It is apparent to any object observer that it
is a system of perpetuation rtlier than one of solution. We have grave
doubts, however, as t the effectiveness of some of the proposals of.R.
12080 to improve this situ .ion There seems no justitcaon for heap-
ing pu e.t upon the heads, of children for the sins of their par-
ents. Within the sphere of our coinetenc we are concerned for i-
stance, over the health conditionsot the AFDO child not eligible for
service under the restrictions of H.R. 12080. Wou"d these children be
eligible for cere under title 19 f Will as We ferently hoie they. will be,
health agencies be involved in the health evaluation and dcal re-
habilitation ordered by H.R. 12001 And while the efea of allowing
free choie of 'physician and health facility to the title 19 beneficiary
is intended to bring that person into the mainstream of medical prae-
tic is the Conress cognfzant of the magnitude of the additional cost
and the adipinismtrative nightmare which will result? The4e are perti-
nent question s which remain to be resolved but two provis ons oHd.
12090 are definitely retrogrvssive. The first'is the ceiling'placed uponthe Federal contribution t the title 19 program. If vwde a brake
on Federal expenditures, t is a marked improvemnt. If iewed from
the standpoint of meeting health needs of the in aud med iiclly
indigent, it is a disaster. A second tMdesirable featus i0 substitUtiuany seven of the 14 health services for the mandated basic Jive.
would allow a State, with more than 60 pwvent Federal support, to
provide health services which would be more charade than the neededcommodi~t. We vigorousy protest these provisions of H.R. 1080 as
well a elurpnation of the required comparability of services now a
part of title 19.

We kage with the House'and urge upon this committee amendment
of title 9 tb pVide 75 percent F er l ren*t for the oin-
pneatlon and training of .profesional medical personnel ad su'd
porting taff engaged in the administration of this program, irrespe-
tive of theState agency so administering.

.The pren 'arrangement. is, in '>ur irie*, notonistent with the
intent of ie Cong nor of thi Qominittee when Publio L*w 89-9

The APA recommend amendment .f title 19 to v in State
health department -uthdrlty to fy providers of *rvio dancedd
under th qifst.

-N order t insure that a unlforiiily high eve d iedcal fars ii pro-
'vided, the qualifications and comnpetence of providers must be certified

IM
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all along the line--from practitioner through facility. Just as certifi-
cation of beneficiaries' eligibility is mandated to the unit with the ex-
pertise, the State welfare authority, certifying providers should be
mandated to the unit with that expertise, the State health authority.

In the interest of curtailing unnecessary administrative work unid
confusion, we believe it wouldbe helpful if the Department of Health,
Education, and Welfare adopted a pohky "where by proof of oivilrights compliance furnished, as required, under title 18 would be
coisidered valid for title 19. Neither certifying State agencies nor
institutions should be required by a second Federal agency to furnish

roof of compliance already submitted to another agency of the same
apartment.

MAERAL A" CHILD HEALTH PROGRAMS

Several amendments are proposed in H.R. 6710 and in H.R. 12080
to accelerate our total effort to improve the health status of our
Nation's youth. In our view, there are few if any ventures of om-
parable worth. These programs, the early casefinding and treatment. of
handipapping conditions of children, the special grants for maternity
and infant care,* and the training of 'competent personnel all merit
increased support. In the face of ample proof that we can do better,
we musL The APHA strongly supports the proposed increases In the
authorizations for these programs.

We support the new grant arrangement for maternal and child
health and-crippled children grants. However, the complications posed
by a combined MOH-OO grant are considerable in the face of the
recent HEW reorganization where these two programs are adminis-
tratively separated in the Federal department. We wish to apprise this
committee of our conviction that the crippled children program, 87
percent of whose child beneficiaries are 1 yers of age. or less can
hardly be considered one where the vocational potential is the para-
mount element This service should be under competent medical super-
vision, not administered by agencies whosi competence is education or
vocational training. The prmp of relatively early termination of
project grants for child health progrms in areas of great need is
viewed with caution. We believe this provision should e reviewed 2
years prior-to the date of termination to make sure that the health
needs of children will be met.

In the interest of maximum accomplishment from programs within
States and communities, we urge a requirement that these grant pro-
grams be coordinated with the State planning agency required by
Public Law 89-749 enacted in October 1966. These vital programs
should be made an integral part of the total Federal-State-local health
effort.

We support too, the innovative and long-overdue authority for a
careful evaluation of the results of Federal support and dirWtifon of
operating health programs. The APRA is persuaded that this shouldbe a part of every eral grant program and heartily endorses
inclusion of this pjvision. We must state that such evaluation will, inouri'view, -b more objective if made by' other than thejponramadmin-.
istrators. Hence, we hope that the Secretary of HEW will, in every
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instance possible1 seek evaluation through aant or contract arrange-
menit with organizations outside the Fedoeral Zoven t.

DNTAL IHAWH OF ONUDREN

Dental diseases and their complications number more victims, adults
and children alike, than any other chronic condition. Dental disease
attack is particularly vicious in childhood. It begins almost at birth-
usually no later than the second year--destroying first the primary
or baby teeth and then1 as soon as they erupt, the secondary or perma-
nent teeth and continuing into adulthood fOr as long as there are teeth
left to be attacked. Dental disease can be prevented, but once it is
present in the mouth of a child, it can be controlled only through con-
tinuousprofessional are.

The proposed emphasis on a national dental health program for
children offers a first real opportunity to break this seemingly endless
cycle of disease, neglect, an-d destruction. It offers a progressive pro.
gram of comfrehenslve dental care to children across the country
who would not otherwise receive such care. It is a program which, if
extended to all the Nation's children, could Within a generation ir-
tually eliminate decay as a major cause of tooth loss and bring the
other.rnajor destructive dental disease4 under effective control. We
consider this proposal of utmost importance to the health protection
of our children, and we urge favorable action by this committee. We
further believe that'this program should be'administered by the g6ncy
within the department most experienced and qualified to do so, the
dental health program of the Public Health Service

NURSINO HOMES

Before leaving title XIX we wish to indicate APHA's support of two
amendments proved to H.R. 12080. Both are direct results of ex-
tensive hearings by the ong-Term Care Subcommitte, Senate Spe-
cial Committee on Aging. -Both address themselves to improving
health care in nursing homes, specifically that financed under title
XIX. Each would, in our view, materially improve this program.

The complete statement of the APHA on Institutional Care of the
Chronically Ill Aged can be found on pages 149-152, part 2, hearings
before the Joint S-ubcommittee on Long-Term Care, May 6, 1964. Our
evaluation of the problem at that date remains essentially valid today.
Likewise the remedial action proposed then is still pertinent today.

Amendment No. 294, proposed by Senator Moss, would require States
which provide nursing home services to provide home health services.
The latter is an essential element of the total spectrum of health car.
Without this element, abuse of nursing home facilities is practically
guaranteed. Health care appropriate to need is both sensible and
economical. Amendment 294 would place additional requirements
upon the title 19 program each intended to elevate the quality of care
provided in nursing homes. Every effort to this end should be taken.
But, as we have stated before, one of the most effective ways to en-
courage adequate nursing home services is to reduce the need for such
services. This points up the very practical approach of Senator Moss'
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amendment-elevate the standard of care in nursing homes, and make
home health services available so that persons who no longer need
nursing home care can receive needed health care in their own homes.

Amendment No. 298, proposed by Senator Kennedy of Massachu-
setts would require a State licensing system of nursing home operators.
We nave long urged education programs for nursing home operators
and staffs focused on improving the quality of health care provided.
Only those who will, can be educated. The responsibility of nursinghome operators is very important to the welI-bein of the homes
clients; his preparation should meet adequate standards. We support
inclusion of amendment No. 298 in H:R. 12080.

NEW PROGRAM

Finally the APHA recommends serious consideration by this com-
mittee and the Congress of the need for a new federally supported pro-
grai to aid in the financing of nonmedical homes, residences, or in-
stitutions for benefioiaries of programs for the aged who do not
need constant medical or nursing care. These facilities would, for ex-
ample, provide a home for the ambulatory patient who needs only oc-
casional medical attention. Such a program would help prevent over-
utilization of hospital and nursing home facilities while providing
a site for needed care at less cost tian if the patient were institution.
alized.

Your favorable consideration of these several suggestions will, we
believe, do much to improve these valuable health programs.

0
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