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Association for the Advancement of Colored People ---------------- 2220
Modlin, E. C., president, North Carolina Social Services Association;

accompanied by:
. Beverly Heitman, chairman H.R. I Task Force of North Carolina.. 1700

Montoya, Hon. Joseph M., a UA. Senator from the State of New Mexico. 1205
Moore, Florence, executive director, National Council for Homemaker-

Home Health Aide Services, Inc.; accompanied by:
Patricia Gilroy, executive director, Homemaker Service of the Na-

tional Capital Area Washington, D.C ------------------------- 2491
Morrison-Knudsen Oo, of Boise, Idaho, Lee E. Knack, director of labor

relations ------------------------------------------------------- 1441
Murphy, Richard E., aso!stant to the general president, Service Employees

International Union, AFL-CIO; accompanied by:
Paul Quirk, president, local 509, Boston, Masi------------------ 1759

Myers, Robert J., fotmejr chief actuary, Social Security Administration.. 861
Nagle, John F., chief, Washington office, National Federation of the Blind. 775
National Association of Blue Shield Plans, James D. Knebel; accompanied

by:
Lawrence C. Morris, vice president, planning and programing,

NABSP ............... ......... _ ..................... 2737
National Association for Mental Health, Hilda Robbin4, member, Public

Affairs Committee; president, Pennsylvania Mental Health, Inc., Fort
Washington, Pa ------------------- --------------------------- 2479

National Association for the Advapcement of Colored People, Clarence
Mitchell, 'director, Washington Bureau ---------------------- 2220

National Association of Counties, Doris Dealaman, Freeholder, Somerset
County N.J., chairmen, Welfare Committee' accompanied by:

Ellis P. Murphy, director, social services, Los Angeles County, Calif.,
president, National Association of County Welfare Directors;'

DaviL4 Daniel, director, public aid, Cook County, Ill.; and
Ralph Tabor, director, Federal affairs, National Asspclation of Coun-

ties ------------------------------------------------ 1220
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National Association of Life Underwriters Committee on Federal Law and
Legislation, Burton C. Holmes CLU, vice chairman; accompanied by: Palm

Michale Kerley, staff counsel NALU --------------------------- 906
National Association of Social Workers, Inc., Rev. Bernard J. Coughlin

chairman, Division Cabinet of Social Policy and Action; accompanied
by:

Glen. Allison, director, Washington Office NASW ---------------- 1690
National Association of State Mental Health Program Directors, Jonathan

Leopold, M.D., commissioner, Department of Mental Health, State of
Vermont; Kenneth Gaver, M.D., commissioner, Department of Mental
Hygiene and Corrections, State of Ohio; accompanied by:

Harry C. Schnibbe, executive director --------------------------- 924
National Conference of Catholic Charities, Rev. Msgr. Lawrence J.

Corcoran, secretary ---------------------------------------- 1727
National Coordinating Committee for Trade Union Action and Democracy,

Fred Gaboury, cochairman ------------------------------- - 1775
National Council for Homemaker-Home Health Aide Services, Inc.,

Florence Moore; acc )mpanied by:
Patricia Gliroy, executive director, Homemaker Service of the Na-

tional Capital Area, Washington, D.C ---------------------- 2491
National Council of Jewish Women, Mrs. Donald Brown, national board

member accompanied by:
Mrs. Bernard Koteen, chairman, Day Care Committee ------------ 1733

National Federation of Independent Business, James A. Gavin, legislative
director; accompanied by:

Thomas Rae Washington, D.C., staff --------. --------- 914
National Federation of the Blind John F. Nagle, chief, Washington office.. 775
National Federation of Social Service Employees and Affiliated Organi-

zations, Ozzie Edwards ------------------------------------- 2507
National Federation of Student Social Workers, Thomas J. Banassynski;

accompanied by:
Hector Sanchez, coordinator of education, NFSSW_ -------------- 1867

National health and environmental law program, Margaret Ewing,
University of California, Los Angeles; accompanied by:

Harvey Makadon, health law project, University of Pennsylvania
Law School ------------------------------------------ 2702

National League of Senior Citizens, Mike Burk, legislative advcoate,
Los Angeles, Calif ---------------------------------------------- 899

National Legislative Conference, Charles F.. Kurfess, speaker, Ohio
House of Representatives; accompanied by:

Allen Dines State senator, Colorado; and
Richard S. hodes, State representative, Florida -------------- 2252

National Medical Association, Emerson Walden, M.D.; accompanied by:
Drs. John Chissell, Erman Edgecomb, John A. Kenney, Jr.; and
Loy Kirkpatrick, counsel ---------------------------------- 2636

National Retired Teachers Association, Peter Hughes, legislative represent-
ative; accompanied by:

Robert Sykes, legislative representative ------------------------ 750
National Urban League, Vernon E. Jordan, Jr., executive director ------- 2210
National Welfare Rights Organization, George A. Wiley, executive director;

accompanied by:
Beulah Sanders, national chairman, NWRO -------------------- 2059

New York State Civil Service Employees Association, Theodore C. Wenzi,
president --------------------- i ------------------------------- 2234

New York State Legislature, Hon. Henry A. Wise former member ------ 1626
Nixon Allen, president-elect, Southern States Industrial Council; accom-

panied by: - I
Anthony Harrigan, executive vice president --------------------- 1620

Noland Roce P., executive director, American Physical Therapy Associa-
tion, Wahngton, D.C ------------------------------------------- 2486

North Carolina Social Services Association. E. C. Modlin, president;
accompanied by:

Beverly Heitman, chairman, H.R. 1 Task Force of North Carolina.. 1700
Northwestern National Life Insurance Co., John S. Pillsbury, Jr., chairman

and chief executive officer --------------------------------------- 740
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Obey, Hon. David R., a Representative in Congress from the State of Pace
Wisconsin --------------------------------------- - -- 1212

Oglivie, Hon. Richard B., Governor, State of Illinois; accompanied by:
Edward T. Weaver, director, Illinois Department of Public Aid ----- 1043

Oiler, Jose Garcia, M.D., president, American Council of Medical Staffs;
accompanied by:

Edward S. Hyman, M.D., secretary, ACMS --------------------- 2683
Pechman, Joseph A.; accompanied by:

Alice M. Rlvlin, Brookings Institution --------------------------- 801
Pepper, F. J., M.D., vice chairman, American Veterans Committee ------ 2288
Percy, Hon. Charles H., a U.S. Senator from Illinois ----------------- 1377
Pillsb ury, John S., Jr., chairman and chief executive officer, Northwestern

National Life Insurance Co., on behalf of American Life Convention,
Life Insurance Association of America, and Life Insurers Conference,
accompanied by:

Richard Minck, actuary, Life Insurance Association of America----- 740
Public Services Committee P. Richard Stoesser, chairman, Board of

Commissioners, Midland c ounty, Mich;.accompanied by:
R. Jerry Benneft, chairman, Board of Commissioners; and
H. M. Meredith, county social services director ------------------ 1303

Reagan, Hon. Ronald, Governor of the State of California; accompanied
by:
bRobert Carieson, director of social welfare --------------------- 1873

Reid, Joseph H., executive director, Child Welfare League of America;
accompanied by:

JeaA Rubin, staff ----------------------------------------- 2026
Richardson, Warren S., general counsel, Liberty Lobby Washington, D.C. 770
Robbins, Hilda member, Public Affairs Committee, Rational Association

for Mental Health; president, Pennsylvania Mental Health, Inc., Fort
Washington Pa ----- 2479

Rockefeller, lson A., Governor of the State of New York; accom-panied by:'
Barry Van Lare, executive deputy commissioner, Department of

Social Services, New York State ------------------------------ 2144
Ross, Hon. James E., chairman, Beaver County Commissioners, Beaver,

Pa.- accompanied by: -

dosmo Morabito, assistant administrator, Beaver County Hospital,
Pa----------------------------------------- ----------- 2581

Salt Lake area community action program, William F. Biggs, Salt Lake
City, Utah- accompanied by:

Bonnie iartley, vice president, Utah Welfare Rights; and
Andrew Gallegos, Coalition of Spanish Speaking Organizations of

Utah ---------------------------------------------- 2358
Sargent, Hon. Francis, Governor of Massachusetts; accompanied by:

Leonard Hausman; and
Edward Moscovitch, economists -------------------------------- 942

Schloss, Irvin P., legislative analyst, American Foundation for the Blind, -
Washington, D.C-------------------------------------------- 790

Service Employees International Union, AFL-CIO, Richard E. Murphy,
assistant to the general president; accompanied by:

Paul Quirk, president, local 509, Boston, Mass ------------------ 1759
Shaker, William H., Delta Associates International ------------------ 2299
Sheppard and Enoch Pratt Hospital, Robert W. Gibson, Towson, Md..-. 2408
Shore Chester, chairman, Committee on Federal Legislation, Health and

Welfare Council of the National Capital area -------------------- 2289
Simonds Warren W., president, Louisiana Hospital Association; accom-panied by: e HCharles R. Gage, executive director LHA --------------------- 2516

Smith, Hon. Preston Governor, State of Texas; accompanied by:
Raymond Voweil, commissioner of public welfare, and
Ed Powers -------------------------------------------- 1088

Smith, Richard S., welfare supervisor,* Prince Georges County, Md.,
Department of Social Sciences -------------------------------- 887
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Social Security Administration Robert J. Myers former chief actuary... 861
Southern Illinois University, Carbondale, 111. Thomas M. Brooks, dean,

School of Home Economics, member, American Home Economics
Association; accompanied by:

Doris Hansen, executive director, American Home Economics As-
sociation - . . . . ..-------------------------------------------- 1637

Southern States Industrial Council, Allen Nixon, president-elect; accom-
panied by:

Anthony Harrigan, executive vice president_ -------------------- 1620
Stoesser, P. Richard, chairman, Public Services Committee, Board of

Commissioners, Midland County, Mich.; accompanied by:
R. Jerry Bennett, chairman, Board of Commissioners; and
H. M. Meredith, County Social Services Director --------------- 1303

Stone, Virginia, chairman, Executive Cqmmlttee, Division of Geriatric
Nursing Practice American Nurses' Association; accompanied by:

Constance Holleran, director, Governmental Relations Department,
ANA ------------------------------------------------------ 2421

Thompson, William, stated clerk, United Presbyterian Church, U.S.A.;
accompanied by:

Dorothy Height, vice president, National Council of Churches of
Christ In the U.S.A.; and

Hobart Burch, general secretary for health and welfare, United Church
of Christ Board for Homeland Ministries --------------------- 1472

Tresnowski, Bernard R., senior vice president for Federal programs, Blue
Cross Association ----------------------------------------- 2744

Trister, Michael B., Washington Research Project Action Council; ac-
companied by:

Nancy Duff Le vy --------------------------------------- 2352
Ullmann, Hon. Al, a Representative in Congress from the State of Oregon. 1292
United Presbyterian Church, U.S.A., William Thompson, stated clerk;

accompanied by:
Dorothy Height, vice president, National Council of Churches of

Christ in the U.S.A.; and
Hobart Burch, general secretary for health and welfare, United Church

of Christ Board for Homelaind Ministries --------------------- 1472
U.S. Catholic Conference, John E. Cos rove, director, social development. 1714
Walden, Emerson, M.D., president, National Medical Association; ao-'

companied by:
Dra John Chissell, Erman Edgecomb, John A. Kenney, Jr.; and Loy

Kirkpatrick, counsel ----------------------------------------- 2636
Washington Hospital Center, Richard M. Loughery, administrator, on-

behalf of the American Hospital Association; accompanied by:
Kenneth Willtamson, deputy director, AHA, and director, Wash-

ington Service Bureau -------------------- --------------- 2274
Washington Research Project Action Council, Michael B. Trister; accom-

panied by:
Nancy Duff Levy --------------------------------------------- 2352

Washington State Welfare Rights Organization, Mrs. Elaine McLean,
vice president -------------------------------------------------- 2239

Webber, Clyde M., executive vice president, American Federation of
Government Employees; accompanied by:

Stephen A. Koczak, director of research -------------------------- 1751
Weems, Samuel A., prosecuting attorney, 17th Judicial District, State of

Arkansas, legislative chairman of the Arkansas Prosecuting Attorneys
Association ---------------------------------------------- 835

Welch George A., Area Resources Improvement Council, Benton Harbor,
Mich. acco mpanied by:

J. toward Edwards, executive director, ARIC
Roger Curry, executive vice president, Twin cities Area Chamber of

Commerce: and'
Andy Takaes, director, government and urban affairs, Whirlpool Corp. 1320

Wenzl, Theodore C., president, New York State Civil Service Employees
Association --------------------------------------------- -.W--- 2234
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Wiggins, Jack G., psychologist Cleveland, Ohio, member, Board of
Governors, Council for- the Advancement of Psychological Professions
and Sciences (CAPPS), and executive committee; accompanied by:

A. Eugene Shapiro, diplomate, clinical psychology, consultant in page
psychology, St. Michael's Hospital, Newark, N.J_' --------------- 2434

Wiley, George A., executive director, National Welfare Rights Organiza-
tion; accompanied by:

Beulah Sanders, national chairman, NWRO ---------------------- 2059
Wilt, Lynda, president, Aid to Dependent Children Association of Lane

County, Oreg.; accompanied by:
Patrica Ban;
Robin Derringer; and
Loretta Daniel ---------------------------------- --- 2336

Wise, Hon. Henry A., former member of the New York State Legislature_. - 1626
Wolfbein, Seymour L., Chamber of Commerce of the United States of

America- accompanied by:
Karl Y. Schlotterbeck, consultant on economic security ------------ 1389

Working Mothers United for Fair Taxation, Mrs. Gladys Kessler -------- 1746
Wyman, George K., president, American Public Welfare Association;

accompanied by:
Wilbur J. Schmidt, chairman, National Council of State Public Welfare

Administrators; and
Lloyd E. Rader, director, State Department of Institutions, Social and

Rehabilitative Services, Oklahoma ---------------------------- 1643
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Abzug, Hon. Bella S., U..S Representative from New York ------------ 2778
Acuff, Charles E., president, National Association of Coordinators of State

Programs for the Mentally Retarded, Inc -------------------------- 3318
AFL-CIO, Andrew J. Biemiller, director, Department of Legislation ----- 1825
Agnes, Sister Mary, O.P., administrator, Holy Family Hospital --------- 2983
Air Line Pilots Association, International Capt. Paul Metcalf, chairman,

Committee on Discrimination in Pilot Employment ------------------ 3360
Alabama State Agency for Social Security, Edna M. Reeves, director-... 3323
Allied Pilots Association, Martin C. Seham general counsel ------------ 3445
American Association of Bioanalysts, Bernard Diamond, chairman,

Government and Professional Relations Council ------- ------------ 3406
American Association of Blood Banks ------------------------------- 3297
American Association of Dental Schools, John J. Solley, D.D.S., president. 2993
American Association of University Women, Mrs. Sherman Ross, chairman,

legislative program committee ------------------------------------ 3447
American Bar Association, Milton M. Carrow, chairman, section of admin-. istrative law ------------------------------------------------- 2857
American Chiropractic Association and International Chiropractors Aso-

clation, Dr. John L. Simons, president, American Chiropractic Associa-
tion; and Dr. William S. Day, president, International Chiropractors
Asociation ------------ ------------------------------------- 2857

American Clinical Laboratory Association, James L. Johnson, president... 3426
American Life Convention, Life Insurance Association of America, William

B. Harman, Jr., general counsel, ALC, and Kenneth L. Kimble, vice
president and general counsel, LIAA ----------------------------- 749

American College of Nursing Home Administrators, Donovan J. Perkins,
D .P.A., president ....---------------------------------------- 2860

American Insurance Association, T. Lawrence Jones, president ---------- 2558
Amierican Med1c9l Associstion --------------------------------- 3242
American Nurses Association, Inc.:

1,onstance Holleran, director Government relations --------------- 2434
Eileen M. Jacobi R.N., Ed. D., executive director --------------- . 3240

American Nirsing fiome Association' of the Medicare and Medicaid
Programs, John K. Pickens ------------------- .------------------ 2528

American Optometric Association ------------------------------------ 2994
American Parents Committee, Inc., George J. Hecht, chairman 2861
American Pharmaceutical Association ------------------------------- 3292
American Podiatry Association, Ernest M. Weiner, D.P.M., president.... 3305
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American Public Health Association -------------- --------------- 3364
American Society of Medical Technologists -------------------------- 3259
American Speech and Hearing Association, Kenneth 0. Johnson, Ph. D.,

executive secretary ---------------------------------------------- 2862
Andersen, Arthur & Co., Allan J. Winick, partner ------------------- 2863
Annunsio, Hon. Frank, U.S. Representative from Illinois -------------- - 2781
Anti-Defamation League of B nai B'rith, David A. Brody, director,

Washington office .-------------------------------------------... 3094
Armstrong, A. W business office manager, Overlake Memorial Hospital.- 2976
Atrthur Young & 6o. Washington, D.C ----------------------------- 2374
Associated General Contractors of America, William E. Dunn, executive

director ------------------------------------------------------- 3235
Association of American Physicians and Surgeons, Walter R. Buerger,

M.D., secretary-treasurer ----------------------------------------- 3390
Association of Children and Youth Project Directors, Fred Seligman, M.D.,

M.P.H., chairman ---------------------------------------------- 3288
Baker, Gerald W., adminisLrator, Willapa Harbor Hospital ------------ 2979
Ballard, John H., executive director, Welfare Council of Metropolitan

Chicago ------------------------------------------------------- 3253
Baroness Erlanger Hospital, E. B. Craig, controller, T. C. Thompson

Children's Hospital ---------------------------------------------- 2864
Beilenson, Hon. Anthony C., U.S. State senator from California-------- 2810
Bennett, R. Jerry, chairman, Board of Commissioners ---------------- 1319
Benson, Lucy Wilson, president, League of Women Voters of the United

States --------------------------------------------------------- 1268
Bentley, C. D., administrator, the Valley Memorial Hospital ----------- 2980
Bernadette, Sister Mary, administrator, Saint Margaret s Hospital - ----- 3098
Bernardin, Most Rev. Joseph L., general secretary, U.S. Catholic Con-

ference ---------------------------------------------------- 1726, 3447
Biaggi, Hon. Mario, U.S. Representative from New York ------------- 2782
Biemiller, Andrew J., director, Department of Legislation, AFL-CIO.... 1825
Bigelow, John, executive vice president, Washington State Hospital

Association ---------------------------------------------- 2985
Bird, Robert J., Bird & Tansill---------------------------------3274
Blackburn, Clark W., general director, Family Service Association of

America ------------------------------------------------------- 3294
Blair, F. E., executive director, Ohio Valley General Hospital Association. 2967
Bliss, Paul S., administrator, Seattle General Hospital ---------------- 2979
Blomquist, Paul administrator, Grays Harbor Community Hospital- - --- 2978
Boucher, Anne darey, chairman, Maryland Commission on the Status of

Women Department of Employment and Social Services ------------ 2940
Boyer, John C., business manager, Mount Carmel Hospital ------------ 2976
Boynton, Alice, consultant, United Low Income, Inc- --------------- 3258
Brighton-Allston Community Health Corp., Robert A. England, president. 3098
Bristor, Delos J., hospital administrator, Coulee General Hospital - -. ---- 2985
Brody, David A., director, Washington Office, Anti-Defamation League

of B'nai B'rith -------------------------------------------------- 3094
Bromberg, Michael D., director, Washington Bureau, Federation of

American Hospitals ---------------------------------------------- 2928
Brown, Hon. Garry, U.S. Representative from Michigan -------------- 2785
Buck, Arthur L., state representative, National Legislative Conference

Task Force on Human Resources ----------------------------- 2855
Buck, Hon. Arthur L U S State Representative from Wyoming- - ----- 2991
Buerger, Walter R., M.D., secretary-treasurer, Association of American

Physicians and Surgeons ----------------------------------------- 3390
Bumpers, Hon. Dale, Governor of Arkansas ------------------------ 844a
Buonopane, Pat, East Boston Neighborhood Health Committee, Boston,

Mass --------------------------------------------------------- 3097
Burk, Mike, legislative advocate, National League of Senior Citizens----- 905
Burns, Hon. John A.. Governor of Hawaii --------------------------- 2799
Cahill, Hon. William T., Governor of New Jersey ------------------- 2799
Carkulis, Theodore, State of Montana, Department of Public Welfare .. - - 3441
Carlton, Robert A., chairman, Monroe County Coalition for Welfare

Justice -------------------------------------------------------- 3410
Carney, Hon. Charles J., U.S. Representative from Ohio -------------- 2786
Carrow Milton M., chairman, Section of Administrative Law, American

Bar Association ------------------------------------------------ 2857
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Carter, Hon. Jimmy, Governor of the State of Georgia ---------------- 1999
Cascade Valley Hospital, Allen K. Remington, administrator- 2979
Central Memorial Hospital, Clarence M. Pritchard, administrator ------- 2982
Chamber of Commerce of the United States, William P., McHenry, Jr.,

economic security manager ------------------------------ 1428, 2864
Child Care and Preschool Programs Commission, Office of Education,

Santa Crus County, Calif., Richard R. Fickel, superintendent -------- 2878
Chisholm, Hon. Shirley, U.S. Representative from New York ----------- 2787
Church, Hon. Frank U.S. Senator from Idaho ---------------------- 2761
Cimino, Bonnie, welfare chairman, League of Women Voters of Columbia,
S.C ----------------------------------------------------------- 1276

Coalition of Independent Health Professions on Peer Review Systems.... - 3363
College of American Pathologists, Dr. C. A. McWhorter -------------- 2880
Colwell, David, president, Council of Planning Affiliates --------------- 2920
Committee on Income Maintenance, Joan Foley -------------------- 2888
Community Service Society, Bernard C. Fisher --------------------- 2889
Community Service Society representing the Committee on Aging, Com-

mittee on Family and "6hild Welfare, Committee on Health in the
Department of Public Affairs ------------------------------------ 2997

Cook County Department of Public Aid ------------------------- 1234, 2918
Cornelius, Dorothy, A., R.N., executive director, Ohio Nurses Association.. 2965
Coon, Dr. Robert W., National Committee for Careers in Medical Tech-

nology ---------------------------------- --------------------- 3032
Coulee General Hospital, Delos J. Bristor, hospital administrator -------- 2985
Council of Jewish Federations and Welfare Funds, Inc., Max M. Fisher_. 2920
Council of Planning Affiliates, David Colwell, president---------------2920
Council of State Governments, William L. Frederick, director, eastern

office ---------------------------------------------------------- 3156
Craig, E. B., controller, T. C. Thompson Children's Hospital, Baroness

Erlanger Hospital ---------------------------------------------- 2864
Cruikshank, Nelson H., president, National Council of Senior Citizens.. 2964
Dailey, J. A., administrator, Walla Walla General Hospital ------------ 2982
Daniel, David L., director, Cook County Department of Public Aid- - --- 1234
Davey, Mrs. Elizabeth, member, board of directors, League of Women

Voters of Michigan --------------------------------------------- 1278
Davis, James A., president, board of trustees, Ferry County Memorial

Hospital .----------------------------------------------------- 2974
Davis, Leon J. president, National Union of Hospital and Nursing Home

Employees, RWDSU, AFL-CIO --------------------------------- 2987
Day, Dr. William S., president, International Chiropractors Association._ 2857
Dayton General Hospital, Fred Schreck, chairman of board, and Cecil

M ackliet secretary- ...... ...... ..... ...... ..... ...... .... 2982
Deaconess hospital, Harry C. Wheeler, administrator----------------2976
Dechant, Tony T., president, National Farmers Union ---------------- 2964
Department of Church in Society of the Christian Church (Disciples of

Christ), Indianapolis, Ind ..-------------------------------------- 1507
Department of Employment and Social Services, Anne Carey Boucher,

chairman, Maryland Commission on the Status of Women ----------- 2940
Department of Health and Hospitals, Dr. Rowland L. Mindlin, director,

maternal and child health ----------------------------------- 2992
Department of Health, Sebtion of Hospitals and Medical Facilities, Verne

A. Pangborn director ------------------------------------------- 3130
Department ot Justice, State of California, Evelle J. Younger, attorney

general --------------------------------------------------------- 3159
Diamond Bernard, chairman, Government and Professional Relations

Council, American Association of Bioanalysts ---------------------- 3406
Dimmick, William A., president, Health and Welfare Planning Council of

Memphis-Shelby County, Tenn ---------------------------------- 3217
Doctors Hospital, Seattle, Wash., Dr. S. A. Tucker, director ----------- 2975
Dolan, Merrilee chairone, Task Force on Women in Poverty, National

Organization for Women ---------------------------------------- 3284
Doss, Lawrence P., president, New Detroit, Inc --------------------- 3232
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Drinan, Hon. Robert F., U.S. Representative from Massachusetts ------- 2788
Dunn William E., executive director, the Associated General Contractors

of America ----------------------------------------------------- 3235
East Boston Health Center, Dr. James 0. Taylor, medical director, staff- 3098
East Boston Neighborhood Health Committee, Boston, Mass., Pat
Buonopane ---------------------------------------------------- 3097

Educational Testing Service, Princeton, N.J., National Committee for
Careers in the Medical Laboratory ------------------------------- 3023

Eid, Elmer 0. administrator, Memorial Hospital, Inc ---------------- 2987
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Eilberg, Hon. Joshua, U.S. Representative from Pennsylvania ---------- 2789
Elliott, John Doyle, secretary, Townsend Foundation ---------------- 3384
England, Robert A., president, Brighton-Allston Community Health

Corp ---------------------------------------------------------- 3098
Episcopal Community Services, diocese of Pennsylvania, Charles L.
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Erickson, Robert J., counsel, Kaiser Foundation Health Plan, Inc -------- 3448
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Eye and Ear Clinic Inc., P.S., Wenatchee, Wash -------------------- 2975
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mation -------------------------------------------------- 489
Federation of American Hospitals, Michael D. Bromberg, director, Wash-

ington Bureau ------------------------------------------------- 2928
Federation of Protestant Welfare Agencies, Inc., John J. Keppler, execu-
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Ferry County Memorial Hospital, James A. Davis, president, board of

trustees ------------------------------------------------ 2974
Fickel, Richard R., superintendent, Child Care and Preschool Programs

Commission, Office of Education, Santa Cruz County, Calif ---------- 2878
Fineman, Hon. H1erbert, U.S. State Representative from Pennsylvania. - 2848
First Church of Christ, Scientist, Boston, Mass., H. Dickinson Rathbun,

manager ------------------------------------------------ 3446
Fisher, Berard C., Community Service Society --------------------- 2889
Fisher, Max M., Council of Jewish Federations and Welfare Funds, Inc .... 2920
Foley, Joan, representing the Committee on Income Maintenance- - ---- 2888
Fox, Thomas P., chief clerk of the assembly, Wisconsin Legislature ------ 2854
Fraser, Hon. Donald M., U.S. Representative from Minnesota ---------- 2790
Frederick, William L., director, eastern office, the Council of State Govern-

ments -------------------------------------------------- 3156
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William A. Dimmick, president ------------------------ ---------- 3217

Health Insurance Association of America, Paul M. Hawkins, WashingtoL
counsel ------------------------------------------------- 2725

Heap, Irene C ------------------------------------------- 2930
Hecht, George J chairman, the American Parents Committee, Inc ------ 2861
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of Metropolitan Detroit ------------------------------------------ 3375
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TESTIMONY BY HON. FRANK CHUWcH, A U.S. SENATOR FROM THE STATE Or IDAHO

MT. Chairman, thank you for the opportunity to testify here this morning on
H.R. 1, a bill which may be the most Important domestic legislation that the
Senate will consider during this session.

As Chairman of the Senate Committee on Aging, I shall direct my remarks to
the sections in the bill which are of vital concern to the Nation's elderly.

Several provisions in this measure, I am pleased to say, are either Identical or
similar to proposals I have advanced, such as:

Major increases in minimum monthly benefits for persons with long periods
of covered employment;

Cost-of-living adjustments to protect the elderly from Inflation;
Full benefits for widows, instead of only 82% percent as under present

law;
Uberalization of the retirement test;
An age-62 computation point for men;
Protection against retroactive denial of payments under Medicare;
Coverage of the disabled under Medicare; and
Replacement of old age assistance with a new Income supplement program

to be administered by the Social Security Administration.
These welcome changes provide a solid foundation for making many crucial

reforms for strengthening and Improving our Social Security, Medicare and in-
come supplement programs for the elderly. However, more comprehensive and far-
reaching action Is needed now-not two or three years from now-if the aged are
to escape from -the ecoriomic treadmill which keeps them running but going
nowhere.

,Make no mistake about it, the elderly are slipping further behind on a number
of key fronts in terms of achieving economic security.

Today more than 4.7 million persons 65 and older fall below the poverty line,
nearly 100,000 more than in 1968. Older Americans are now more than twice as
likely to be poor as younger Americans. One out of every four persons 65 and
older-in contrast to one in nine for younger individuals-lives In poverty.

If the marginally poor are also included, their impoverished numbers swell
to more than 6.5 million. The net impact of these figures Is that one out of every
three aged persons is poor or near poor.

And by poverty, I mean a "rock bottom" standard. According to Census defini-
tions, it is $1,862 for a single person and $2,328 for an elderly couple. The near
poor threshold is 125 percent of these figures: $2,315 for Individuals and $2,910
for couples.

Inadequate retirement Income also takes its toll in many other forms: sub-
standard housing, isolation, loneliness, malnutrition, and poorer health.

For these reasons, it is absolutely essential that the Senate make important
finishing touches to perfect the House-passed toclal Security-Welfare Reform
proposal.

LARGER AND EARLIER BENZET INCREASES

Heading the list in my judgment Is the need for a larger benefit increase for
Social Security recipients. The House-passed bill proposes a 5 percent across-
the-board raise to take effect this June.

This proposal is certainly welcome, but It simply does not go far enough to
deal effectively with the retirement income crisis which now affects millions
of older Americans and threatens to engulf many more. To put it bluntly adding
a few dollars every one or two years is not going to solve this mounting prob-
lem.

Moreover, the rise in the cost-of-living since the last Social Security Increase-
which was effective in January 1971-is almost certain to outstrip the proposed
5 percent raise in H.R. 1.

With poverty on the rise for the elderly, a more substantial benefit Increase
Is urgently needed, and not In June but to take effect January 1.
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For these reasons, I am proposing-as I have in my omnibus Social Security-
Welfare Reform proposal. S. 1645--that there should be an across,-thboard
increase which would average about 12 percent for all Social Security recipients.
However, this rise would be weighted to provide for larger percentage Increases
for persons who need them the most, individuals with inadequate benefits because
of low lifetime earnings.

For example, persons with average monthly lifetime earnings between $150
and $200 would be entitled to benefit increases averaging about 21 percent.
And individuals with creditable earnings ranging from $200 to $300 would
receive approximately an 18 percent raise.

A principal advantage of tbis approach is that it could lift large numbers
of older Americans out of poverty without the necessity of resorting to welfare.
Additionally, it recognizes this very basic fact: persons who now receive low
Social Security benefits are less likely to have otber resources than higher
income beneficiaries.

And in terms of dollars and ce~ts, this proposal would provide nearly $130
more per year than allowed under the 5 percent benefit increase in H.R. 1.

ELIMINATION OF POVERTY FOB ELDERLY

One of the major innovations in H.R. 1 is the replacement of the adult cate-
gorical assistance programs--aid to the aged, blind and disabled-with a new
Federal program to be administered by the Social Security Administration.

This is certainly a step in the right direction. But the fundamental weakness
is that the income standard would be too low for the elderly. The proposed
$1,500 income level for fiscal 1973 for a single person is still about $300 below
the 1971 poverty threshold. By the time 1973 rolls around, it is likely to be
several hundred dollars below the poverty index.

For these reasons, I urge that the income standards be raised to a level to
wipe out poverty once and for all for older Americans-to $160 a month for a
single aged person and $200 for a couple. Moreover, I propose that these stand.
ards be adjusted annually with rises in the cost-of-living to make then inflation-
ary proof for these low-income persons.

Certainly the wealthiest Nation In the world can make that commitment to
a generation who worked so hard for the high standard of living we now enjoy.

MEDICARE RUUOBM*

Important as a soundly conceived, income strategy is, we must not overlook
the noed for major improvements in Medicare. Today the rising costs of medical
care and proposed cutbacks in coverage pose a very serious drain upon the
limited incomes of the elderly. Medicare now covers only about 43 percent of
their expenditures because gaps in coverage still exisL

One of the major gaps is coverage of out-of-hospital prescription drugs This
constitutes the largest health care cost which they must meet almost entirely
from their own resources.

Today prescription expenditures for persons 65 and older averge about $84
per year, nearly three times as high as for younger individuals. For aged per-
sons with severe chronic conditions-.about 15 percent of all older Americans-
drug coosts are six times as high as for younger persons

Several renowned authorities--including the 1971 Social Secu-ity Advisory
Council, -the HW Task Fbrce on Prescription Drugs, and the White House Con-
ference on Aging-have all gone on record In support of this badly needed cover-
age. And now, the Congress shold go on record unequivocally to extend this
long overdue prote don foit the aged.

Another major expenditure for the elderly Is the $&60 m~othy premiun charge
for Part B of Medicare. In July, this will rise to $5.80. On an annual tmas, this
will mean that an elderly couple will pay nearly $140 for doctor's insurance.
For persons living on fixed 4' nmes, this can, represent a very, substazna)
expenditum e. I I

Again, I recommend that this charge be eliminated for the aged. Instead, the
Part B slid Pat A Hospital Insurance programs would be combined and financed
by one-third contribution from employees; one-third from employers, god one-
third from general revenueL

This proposal Is patterned after the recomme idatiin the 1971 Sodal -
curlay Advisory Counw report. And for the typical retired worker, this change
alone would be almost the equivalent of a 5 percent increase in benefit
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MEDICARE CUTBACKS

My earlier remarks have focused basically on positive action that the Senate
can take to improve H.R. 1. Now I would like tb turn to some undesirable pro-
visions in H.R. 1 which, I believe, can limit the quality and scope of care for
the aged.

Since other Members of the Committee on Aging will talk at greater length on
many of these measures, I shall only concentrate on two of these proposals.

First, HR. 1 establishes a new $7.50 copayment charge for each day in the
hospital from the 31st to the 60th day. This, of course, would be in addition to the
$68 deductible which the elderly would be required to pay out of their own pocket
for hospitalization.

For an individual requiring 60 days in the hospital, this charge alone could
add $225 to his bill. The irony of it all is that this provision is likely to hurt
the very person that Medicare Is supposed to help the most-the individual with
a large health care bill because of a prolonged period in the hospital.

And remember this: About 9 out of every 10 persons who reach age 65 will
require at least 1 stay in the hospital during their remaining years. About two
out of every three will require at least two hospital stays.

Additionally, H.R. 1 would raise the deductible for Part B from $50 to $60,
once again driving up the health care costs for the elderly.

These measures, I believe, should be deleted or substantially altered by the
Senate.

WHITE HOUSE CONFERENCE ON AGING

At the recent White House Conference on Aging, 3,400 delegates from every
State in the Union made a ringing call for action on several fronts.

Soon the Senate will consider H.R. 1, a measure that can be landmark legisla-
tion in providing genuine economic security for the aged.

Again, I reaffirm my strong support for early and favorable action on this
bill, along the lines that I have outlined in my statement.

We owe this pledge to more than 20 million Americans who are now 65 and
older. And we owe this pledge to the millions more nearing this age.

STATEMENT OF HON. JACOB K. JAVITS, A U.S. SENATOR FROM THE
STATE OF NEW YORK

1 urge committee acceptance of Amendment No. 945 to HR 1. This amendment
is identical to S-961, a bill I had Introduced on Feburary 25, 1971, to amend the
Social Security Act with respect to exclusion of certain income received by artists
and composers from the sale after age 65 of works created prior to their reaching
age 65.

The Social Security Act now provides that individuals 65 years and over who
are receiving royalty income attributable to copyrights or patents obtained be-
fore ase ek may exclude such income from their gross Income In determining their
social security entitlement.

Amendment No. 945 extends the provision to artists and composers who sell
uncopyrighted works, thereby placing them on an equal basis with artists and
composers receiving royalty income from copyrights or patented works. The
burden of proof remains upon the individual artist or composer to establish to
the satisfaction of the Secretary of Health, Education, and Welfare when the
art work or composition was created and when sold.

Although no precise estimates are available as to the number of Individuals
who would become eligible under this amendment, it should be noted that In or-
der to be eligible, an individual author or artist must have created the work
prior to age 65, and that his outside income does not exceed $1,680, the figure at
which social security benefits are reduced. Estimates of the numbers of artists
taking advantage of the present royalty income exclusion range in the low hun-
dreds.

Thus, we are talking about a relatively few Individuals out of almost 26.2 million
social security recipients.

This proposal should be relatively easy to administer. By placing the burden of
proof upon the individual we ha-e followed the pattern of the 1965 amendments
to the Social Security Act The individual is thus required to prove his claimed

72-578-72-pt. 6-3
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exclusion to the Secretary's satisfaction consistent with existing law. Finally, the
Secretary already has general rulemaking power under the law with which to
establish an orderly procedure for individuals claiming the right to exclude in-
come under this amendment.

I urge that the Committee on Finance In its consideration of HR 1 favorably
consider this proposal to correct an inequity in the law which penalizes older
artists and composers at a time when they are living upon modest fixed incomes
and dependent upon social security benefits.

U.S. SENATE,

Washl ington, D.C., Fcbruary 2, 1972.
Hon. RUSSEI.L LONG.
Chairman. Senate Finavie Comm ittee,
Senate Offce Building, Wash ington, D.C.

DEAR MR. CHAIRMAN: Last year I introduced 5. 918, which was designed to
provide a minimum income with a floor no lower than that set for the poverty
program for those on Social Security.

My schedule will preclude my appearing personally before the Committee dur-
ing your hearings but I would appreciate having the attached statement appear
as part of the hearings.

With best wishes,
Sincerely,

TuOMAS J. 'MCINTYRE,
U.S. Senator.

Enclosure.

M1r. MCINTYRE. 'Mr. Chairman: Last year I introduced a-bill to amend title II
of the Social Security Act to provide supplementary payments to certain low-
Income recipients of monthly insurance benefits covered under the Act.

I urge the Committee's consideration of this proposal as it deals closely with
questions of welfare and social security.

In view of the sharp rising costs of the past few years and the ,till anticipated
increased consumer costs, our senior citizens must live in constant terror of
poverty. Even today 25 per cent of Americans 65 or over live on a bare poverty
level income or below.

Unfortunately, there are too many who are naive enough to believe that social
security benefits and private pension plans adequately cover our senior citizens.
This is just not so. Ironically, retired people are forced to exist on less than 20%
of their preretirement income at a time when their needs are, In some cases,
greater than before their retirement. Special care, housing, diets, inaccessible
transportation, and other problems peculiar to the elderly are not cheap.

I would like to cite the following statistics received for the Department of
Health, Education, and Welfare, based on the 1970 census, to stress the mounting
degree of this problem.

First, every tenth American is 65 years of age or older. The older population
(aged 65 and over) grew faster than the remaining population since the 1960
census count (21.1% vs. 12.5%).

Second, about 4.7 million older persons or almost a quarter lived in households
where the total income fell below the poverty threshold.

My purpose in introducing this legislation is simple and clear: it Is to assure
that no one on social security will be forced to live on an income which is less
than what is considered to be the minimum above poverty: namely $1.800 a year
for an individual, $2,400 a year for two persons and $3,000 a year for three or
more person.

My bill has the additional feature of providing an automatic adjustment In this
minimum benefit to reflect rises in the cost of living as determined by-the De-
partient of Labor; the official cost-of-living figures for the Federal Government.

I believe that the best approach-at least for the present-to guaranteeing
our senior citizens a minimum income is through social security. Social security
benefits remain the major source of income for most retirees. The social security
system has proven to be a fast and effective way to deliver Income assistance at
retirement. In support of the social security approach to income maintenance,
Nelson Cruiskshank, president of the National Council on Senior Citizens, Inc.,
in testimony before Senator Williams' subcommittee said:
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"Of all persons 65 or older, nine in ten now receive, or are eligible to receive,
Social Security benefits. This fact, in combination with the urgent need for action
documented by the findings above, clearly indicates that the fastest and most
direct way of improving the income situation of the total aged population is
through an increase in the benefits of the Social Security system."

My choice of the social security system as the means for providing immediate
help for senior citizens is not meant to preclude careful consideration of alterna-
tive measures for income guarantee for our aged; for example, proposals for a
negative income tax or a guaranteed annual income. But I feel strongly that the
severity of the situation facing our elderly today demands immediate action. We
cannot afford to wait until alternate approaches have been tested.

I do not see how in good conscience we can ignore this group of aged poor any
longer. To me, It is unthinkable that some of our aged citizens must get along on
the current social security minimum of $64 a month when the poverty line for a
single person is over $150 a month.

This is why I feel so strongly about the importance of my proposal to provide a
minimum Income through social security of at least $150 for a single person and
$225 for a couple. Nearly every responsible expert agrees that this income is on
the brink of poverty In the United States. I do not see how we call In all honesty
say that $1,800 is the basic minimum for the general population and then deny
this amount to our senior citizens who have contributed so much to the wealth of
our country.

I realize that It will be said that many senior citizens have outside sources of
retirement income which would preclude the necessity of a $1.800 or $2,700 a year
minimum. My bill would take this condition into account. Without causing any-
one to suffer a reduction in payments, my bill would prbvide that the minimum
payments be payable only In the absence of outside income or as a supplement to
this income wherever it Is less than the income considered at the poverty thresh-
old. In this way, we will be able to reach the thousands of senior citizens who,
because they have worked in low-paid or seasonal jobs, are forced to live on in-
comes below $150 a month. I think all would agree that this is woefully inade-
quate. The only way of providing them relief through social security is by assur-
ing them a minimum benefit level.

I would like to emphasize that my proposal for Increasing the minimum Income
of those receiving social security benefits has considerable acceptance among
senior citizen groups and various task forces which have studied the problem.
The President's Task Force on the Aging reported as its first recommendation
raising the incomes of all older Americans above the poverty line. William C.
Fitch, the Executive Director of the National Council on Aging, in his testimony
before Senator William's subcommittee, stated that raising the minimum stand-
ard of benefits for the elderly under social security should be the first step taken
toward meeting the economic needs of the elderly. His recommendation was en-
dorsed by 400 representatives of public and voluntary agencies who were called
together by NCOA for the purpose of establishing priorities for the 1970's.

I know that this proposal will be costly to finance, and I realize that we have a
responsibility for Insuring the cost of these additional benefits be borne in the
most equitable and fair way. Recently, there has been a great deal of discussion
about the possibility of financing any increases In minimum payments through
the general revenues. Most notably, the President's Task Force on Aging, in its
report "Toward a Brighter Future for the Elderly," suggested that the Federal
Government bear 100 percent of the cost of bringing the incomes of the elderly up
to the poverty line and that these benefits be distributed through social security.

I think there are a number of apparent advantages to this method of financing.
First of all, it would eliminate the necessity of asking those who have invested a
great deal in social security to finance the payments of those who have contributed
very little. Second, by restricting use of general revenues to only the financing of
the minimum payments differential, we would know the limits of our costs and we
would not run the risk of completely open-ended appropriations for social security.

But I know that many of my colleagues would suggest alternate methods of
financing, and I do not want to foreclose discussion of these alternatives. For
instance, I believe It Is possible to finance additional payments in an equitable
fashion by Increasing the wage base. The Senate Finance Committee recom-
mended to us a raise in the wage base from $7,800 to $9,000. I believe the base
could be further extended to absorb the cost of providing a minimum Income
level of $1,800 to all those on social security.
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I must admit, very frankly, that I have considered other approaches to reach-
Ing these people but have found them to be inadequate. One alternative I con-
sidered was a proposal for removing the income limitation which would have
the effect of allowing senior citizens to earn outside income without suffering
any loss in their social security benefits. But, this would have the effect of
granting benefits only to the working elderly, leaving less funds for the non-
working elderly, whose incomes are lower.

Let us not forget that old age is not a far-out issue. It is a here-and-now issue
and the solution of the problems of the elderly rests heavily upon our shoulders.
Old age is as sure as tomorrow's sunrise and the only way to escape old age
and its perplexities is to die young-and who of us would choose this escape?

Mr. Chairman, I appreciate the committee's consideration of my views. I sin-
cerely hope that in the deliberations on HR 1 and related proposals that the Com-
mittee give consideration to my bill, S. 918, and the principle it sets forth of
providing a minimum income for our Senior Citizens with a floor at the poverty
level.

TESTIMONY SUBMITTED BY HON. WALTER F. MONDALE, A U.S. SENATOR FROM

THE STATE OF MINNESOTA

ELIMINATION OF THE SUPPLEMENTARY MEDICAL INSURANCE (PART B) PREMIUM

Mr. Chairmen, I would like you and each of the members of this distinguished
committee to know how much I appreciate this opportunity to testify on the sub-
Ject of the Medicare Part B premium. The whole subject of Medicare and Social
Security is enormously important, and it is a privilege to participate in the work
which the Senate Finance Committee is doing in this area.

Mr. Chairman, last week ,.n February 4, I introduced for myself and ten other
Senators (several more co-sponsors have joined us since the bill was introduced)
a bill to eliminate the Medicare Part B premium. This premium is now paid by
more than 19 million of our elderly citizens. Ninety-six percent of all thosi who
are eligible for Medicare hospitalization also pay the premium for Supplementary
Medical Insurance.

In my home state of Minnesota, 405,000 elderly citizens were enrolled in this
program in 1970. They pay about $27.2 million per year in premiums. The
premium charges, therefore, were more than 4.6% of total security benefits paid
in Minnesota during 1970.

Eliminating the Part B premium will be the equivalent of almost a 5% raise
in the average social security benefit. This will be true in Minnesota, and it will
be true in the rest of the country. And the premium payments which the elderly
save will be immediately available to them for their use in meeting other urgent
needs.

Mr. Chairman, the rapid Increase in the cost of the Part B premium is a graphic
example of the effects of inflation on the elderly. Since 1967, the premium has
gone from $3.00 per individual per month to $5.60 per month per individual. In
July of 1972 it is scheduled to move up to $5.80. And if nothing is done about it,
the premium will continue to rise.

It is true that H.R. 1 would limit the rise to one proportional with benefit in-
creases. But if the premium is not eliminated altogether, month by month our
elderly will be forced'to pick up a heavy share of rapidly rising medical costs.

$5.60 a month may not seem like much to most Americans. But to many of the
elderly it is a high and cruel monthly charge. For many of them, it means the
difference between being able to buy a new pair of shoes or going another year
or two with the old ones.

One of my constituents has recently written to me that she has not had a new
pair of shoes in ten years or a new dress in four. It is a national disgrace that
we ask old people who are barely able to clothe and feed themselves adequately
to pay almost $6 a month from their meager incomes for this Supplementary
Medical Insurance.

The key point is that the elimination of the Part B premium is the equivalent
of almost a 6% increase in social security benefits. I am in favor of raising social
security benefits, not only by eliminating this premium, but by voting a larger
benefit increase than is proposed in H.R. 1. But the elimination of the premium
will be an important step in the right direction.
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The elimination of the premium is only a step in easing the medical burdens
of the aging. We should not think that its elimination would lift the entire bur-
den of medical expenses from their shoulders. Supplementary Medical Insurance
still will include a heavy deductible charge.

Medical expenses which are not covered by SMI because of its deductibles, cost
the elderly more than $1 billion per year. And these charges will continue to
fall on the elderly even when the premium is eliminated. In fact, H.R. 1 calls for
an increase in the deductible, which is now $50, to $60, and it still includes a pro-
vision for a -20% co-insurance feature. Until 1976, the increase in the deductible
proposed in H.R. 1 actually will out weigh the advantage to the elderly of the
limitation on the increase in the premium also proposed in H.R. 1.

I recognize that the committee is very concerned-as we all are-with the
rapid increase in medicare costs. Some people may argue that removing the
premiums will lead to a wasteful increase in the use of physician services by the
elderly. I think removing the premium might in fact ease any tendency which
exists to "over use" Part B services. Now the fact that the elderly have already
in a sense paid for services through the premium may encourage some of them to
use services they do not need. Of course, the deductible and co-insurance fea-
tures discourage this, but nevertheless the fact that the premium is paid may
push people to unnecessarily txy to get something for their payments.

This is not to say that I support the deductibles. I think deductibles should be
eliminated also, but at the very least we must eliminate the premium.

Mr. Chairman, I believe that my proposal for eliminating the Part B premium
is important because it will be the equivalent of about a 5% benefit increase for
most social security recipients. But it is also vitally important because it main-
tains a provision for general revenue financing.

Many people have asked me how I intend to finance the elimination of the
premium. At present, as you know, the elderly pay 50% of the costs of supple-
mentary medical insurance through the premium. The other 50% is paid from
general revenues. My bill shifts the entire costs of the supplementary medical
insurance program to general revenues. This is a very important point and I want
to discuss it at length.

The elderly beneficiaries of supplementary medical insurance benefits have
by-and-large not paid in contributions adequate to cover this insurance. This is
an insurance provision which was added after most of them had completed their
payroll tax payments. We want them to have adequate medical insurance but
it is unfair to ask salaried workers alone to finance these benefits which are
also the responsibility of the rest of us. Congress recognized this in 1965 when
it provided for a general revenue contribution to finance one-half of the cost
of SMI. My bill would continue this policy.

Moreover, if the full cost of SMI is shifted to general revenues, this will
bring the financing of the program into roughly the relationship which was
recommended by the 1971 Advisory Council on Social Security.

Hospital insurance plus SMI cost approximately $7.47 billion in 1970-71. If
the $2.03 billion cost of SMI had been borne entirely by general revenue, financing
would be on the one-third general revenues, one-third employer, one-third em-
ployee basis recommended by the Advisory Council.

I was pleased by the President's announcement in his State of the Union
Message that he would support the elimination of the Part B premium. However,
I was disappointed to see on page 147 of his 1973 Budget that he still intends
to shift the cost of eliminating the premium to the payroll tax. The President
had proposed this regressive step last year, but I had hoped he would change
his mind. Instead, I gather that his aim is not only to shift the cost of the
premiums to the payroll tax, but to eliminate the present general revenue
contribution as well. This would mean an additional charge of more than $2.5
billion on the payroll tax this year. It flies in the face of past decisions of this
Committee and the recommendations of the Advisory Council.

Mr. Chairman, in my opinion, it would be grossly unfair to shift the cost
of eliminating the Part B premium to the payroll tax. Our elderly citizens do
not want to burden their working children unfairly by shifting the premium
burden in this way.

The National Council of Senior Citizens has said that paying for the elimina-
tion of the Part B premium "through additional taxes borne by younger members
of . . . families who are still working" . . . is "completely unacceptable to the
members of the National Council of Senior Citizens."
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Mr. Chairman, shifting the burden of the Part D premium to the payroll
tax is a backward step anyway it is done. If the cost of eliminating the premium
were shifted to the payroll tax by increasing the tax rate, it would require
a very steep rise in that rate. Estimates are that financing elimination of the
Part B premium in this way would add .25 to .3% to both the employees and
the employers tax. The 1972 tax would Jump from an already high 5.2% to
about 5.5%. In 1973, the rates would be 5.95% for both employees and employers.

It seems, however, that President Nixon now is planning to increase the payroll
tax earnings base as a means of financing the elimination of the premiums. This
is fairer than increasing the tax rate but it still means that salaried workers
rather than those with other forms of income-and these are our wealthy
citizens-would be carrying the load.

Everyone knows that the payroll tax, unlike the income tax and the corporation
tax, is regressive, falling particularly heavily on salary working people.

Capital gains, interest payments and other income sources which salaried
working people rarely enjoy, are not touched by the payroll tax. We need to
eliminate the Part B premium. We need to improve the situation of our elderly
in many other ways also. Prescription drugs should be covered by medicare as the
1971 Advisory Council on Social Security recommended. Medicare deductibles
should be reduced and eliminated. But we should not try to finance all or even
most of these improvements by taxing only the American working man or wofinan
through the payroll tax. This could generate a dangerous backlash.

So far, Mr. Chairman, we always have had the support of working men when
we wished to increase social security benefits. But increases in the payroll tax
have brought increasing protests from salaried workers who are being squeezed
by the rapid rise of these taxes. The danger is that we will begin to have the
same sort of reactions to social security benefit increases that we have had
recently in the area of education. The payroll tax has many of the regressive
features of the property tax and we should remember this.

The Wall Street Journal has joined many others recently in recognizing the
alarming trend in our tax policy. Progressive taxes are being reduced while
payroll taxes are increasing.

MHr. Chairman, I would like to insert in the Record a January 31 article from
the Wall Street JourLal on -this point. I would also like to insert an editorial
from the Washington Post dated January 29. These articles underscore the
urgency of reexamining the role of the payroll tax.

Last October, I introduced with Senator Muskie a bill aimed at giving the
payroll tax a degree of progressivity similar to the income tax. This proposal
to cover the elimination of the Part B premium from general revenues is related
to that bill. We must ask ourselves whether it is fair or even possible to keep
shifting our tax burden onto regressive taxes which are not shared equitably by
all Americans.

In closing, 'Mr. Chairman, I want to indicate that the elimination of the Part
B premium is not the only change which I recommend In the social security
legislation now being considered by this committee. I think several other changes
should also be made.

I mentioned two of them during the course of my remarks.
I think that the 5% across-the-board benefits increase proposed in H.R. 1 is

too small. It will hardly allow beneficiaries to keep up with inflation. It will do
little to bring benefits up to a decent level.

In the medicare area I continue to support Senator Montoya who has long
taken the lead In arguing that prescription drugs should be included in the
medicare program.

I note also that H.R. 1 provides only that 6 years instead of the present 5
years may be dropped out of the calculation which is used to arrive at the com-
putation base for social security benefits.

I Introduced a bill last March to use the 10 highest years in the computation
of benefits. It is clearly necessary to move in this direction. As the system works
now. the period used for computation gets longer unless Congress takes specific
action. This means that too many lower wage years are used in calculating
benefits.

Workers who retire early under other pension plans, or who are forced out of
the work force by unemployment are unfairly discriminated against.
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If the ten highest years formula is not adopted, a similar formula which will
prevent the computation base from lengthening should certainly be incorporated
into the bill.

Last year, I also introduced a bill to increase the earnings limitation from the
present $1.680 to $2,400. H.R. 1 moves a part of the way in this direction, to
$2.000. I think we should move the rest of the way.

Mr. Chairman, I hope that the committee will adopt the suggestion that I have
offered to eliminate the Part B premium and to finance this change from general
revenues. I hope also that the other proposals which I have mentioned can be
adopted.

I thank you very much for allowing me to testify.

[From the Wall Street Journal, Jan. 31, 1972]

THE OUTLOOK-APPRAISAL OF CURRENT TRENDS IN BUSINESS AND FINANCE

(By Richard F. Janssen)

On the Washington economic policy front, the waning days of January are
almost as hot as was the weekend of last Aug. 15-only after seasonal adjustment,
to be sure. Unlike the tense time last summer when suddenly the unthinkable of
controls and dollar devaluation became reality, the period in which the budget and
economic reports are bunched (along with rampant rumors, last-minute revisions,
incessant press briefings and instant hearings on Capitol 1Hill) constitutes a quite
predictable crisis.' Predictably, too, the attention centers on the government's spending plans and
economic forecasts. Especially this time, with no new revenue-raising requests
to make news, there's been little said about the tax half of fiscal policy.

Still, a close look at the new budget does offer insights into taxes, not the least
of which is the between-the-lines implication that the subject won't stay out of
the limelight long.

It is "remarkable as it is unremarked," Director George P. Shultz of the Office
of 'Management and Budget says, the way the income tax load has been lightened
lately. In the fiscal year starting next July 1. Mr. Shultz notes. -"the American
people will pay $22 billion les in individual income taxes than they would have
been required to pay under the tax rates, bases, and structure prevailing at the
time the President took office."

However cold the comfort may seem when we start matching our W-2 Form
and our Form 1040 sometinie between now and mid-April, this table abbreviated
from the budget does show a striking lightening of the load during the last
decade for typical married couples with two children:

Annual wage income Tax 1962 Tax 1969 Tax 1971 Tax 1972

$5,000 ............................................. $420 $290 $178 $98
$10,000 ............................................ 1,372 1,225 1, 000 905
$15,000 ............................................ 2,486 2,268 1,996 1,820
$25,000 ............................................ 5,318 4,853 4,324 4,240

These cuts, Mr. Shultz says, amount to "a way of returning power to the
people in the most fundamental sense." He calls them "revenue sharing with

'the basic unit of government, the individual and the family." Thanks also to
the unexpectedly sluggish economy in the last couple of years, the Treasury
expects to collect only $86.5 billion in personal income tax in the current 1972
fiscal year ending next June 30, or $270 million less than the year before and
about $4 billion less than the record $90.4 billion of fiscal 1970.

Nor does the government have hope that the yield will swell enough in coming
years to cover even a conservative estimate of future outlays. By fiscal 1976,
Mr. Shultz glimpses only a $5 billion budget surplus, so thin a crack of light as
these things go that it could disappear overnight. By fiscal 1977, he can see
almsot $25 billion of prospective daylight, but this is due "almost entirely" to

a scheduled-and postponable-1976 increases in Social Security tax rates.
This points up a significant trend: The individual income tax isn't nearly the

budgetary mainstay it once was. Instead, less-noted increases in Social Security



2770

and other employment-type taxes have been made these taxes increasingly Im-
portant. The table below, based on original budget documents, shows how many
cents of each fiscal year's budget dollar were expected from the main revenue
sources:

Source 1964 1970 1971 1972 1973

Personal Incogne tax ....................................... 38 46 45 41 38
Corporation income tax .................................... 19 19 17 16 14
Eniployment tax .......................................... 14 23 24 25 26
Excise taxes .............................................. 11 8 9 8 7
Borrowing ................................................ 8 0 0 5 10
Other .................................................... -- 4 5 5 5

The spending bind which is related to the relatively waning role of the income
tax is a very good thing, some of Mr. Nixon's advisers argue. The sheer absence
of a lot of budget leeway ahead, one says, is a "philosophic cutting edge" that
should help limit the size and role of the federal government. It is true, agrees a
non-political Treasury aide, that the government tends to increase spending ac-
cordingly whenever some extra revenue looms ahead.

More than accordingly, the record shows. From $111.3 billion in fiscal 1963,
spending has grown to President Nixon's projected $246.3 billion for fiscal 1973.
And in each of those 11 years (except fiscal 1969 when Mr. Nixon and Lyndon
Johnson could share honors for the slight offset of a $3.9 billion surplus) spend-
ing exceeded revenues-by a wide enough margin to add up to a deficit of about
$140 billion.

So It isn't merely rhetoric in the budget which warns that unless spending in-
creases are sliced to "a 'small fraction" of their past trends, "the only" alternatives
are higher taxes or higher prices."

Because Washington rarely makes such clear-cut choices, it is probably prudent
to count on having some of all three.

After election year pressures that are likely to swell spending and the deficit
even beyond the President's projections, advises private New York economist
Alan Greenspan, a tax-increase bill of some sort is "seemingly inevitable in 1973."

That does raise a clear-cut question, though: What kind of tax?
Clearly, the Nixon administration is anxious to try transplanting Europe's

"value-added tax" to the United States. It is based on the difference between
each business' purchases and sales, and proponents assert such advantages for
the VAT as rebating on exports and encouraging investment over consumer spend-
ing. It's often described as a "national sales tax" ultimately borne by the con-
sumer, but administration men say they can avoid it being regressivev" through
special income tax rebates to lower-income consumers.

At least from a professional standpoint, though, there's still a lot of support
among Democratic economists for what former Nixon budget aide Maurice Mann
calls the "castrated" income tax system. "Despite the enormous erosion, con-
tends tax expert Joseph Pechman of the Brookings Institution, "the income tax
is, on balance, progressive," and he favors loophole-closing reforms or rate in-
creases over trying an entirely new tax.

The choices aren't pleasant ones. But If the politicians face up to them early
enough, the next fiscal crisis may at least be the prescheduled variety.

[From the Washington Post, Jan. 29, 19721

POWER TO WHICH PEOPLE?

The President describes the recent income-tax cuts, in his budget message, as
"the return of power to people." Money Is power-'"economic power, real power"-
and Mr. Nixon reasons that a reduction in the Income-tax rates shifts more of it
to the individual citizen. He believes, further, that private citizens "can use that
money more productively for their own needs than government can use it for
them."

A highly significant shift Is overtaking the federal tax system. The proportion
of the load carried by the income tax is declining. Much more is now raised by
payroll taxes This shift has been under way for a long time, under both parties,
but it has been sharply accelerated during the present administration. President



2771

Nixon cuts income taxes. and takes credit for it. Congress increases the payroll
taxes to broaden Social Security benefits, and takes credit for it The effect is to
ease the load off a graduated tax system, adjusted to take account of each family's
special circumstances, and to push It onto a tax that is a flat percentage of the
first $7,800 that a wage earner gets each year. That fiat percentage takes no
account of the wage earner's other income, the size of his family, his medical bills
or anything else.

The trend is clear. In 1963, payroll taxes raised only 42 per cent as much money
as the personal income tax. By 1968, Wien Mr. Nixon was elected, the ratio had
risen to 50 per cent By last year it wi'a 56 per cent and by next year, according
to the budget estimates, it will be 68 per cent To put it another way, in 1963 the
payroll taxes accounted for only 19 per cent of federal budget receipts from all
sources. By 1968, they accounted for 23 per cent. By 1971 it was 26 per cent and
by 1973 it will be 29 per cent.

Under Mr. Nixon, there have been two rounds of heavy cuts in income taxes,
one in 1969 and the other last month. "In 1973," Mr. Nixon said in his message,
"individuals will pay $22 billion less in federal income taxes than they would
if the tax rates and structures were the same as those in existence when I took
office." If the economy picks up as Mr. Nixon predicts, personal income taxes
next year will return $94 billion dollars, which is $25 billion more than in 1968.
In contrast, over the same five years, payroll taxes will have increased $29 bil-
lion. The payroll taxes are not only rising at a faster rate. They are rising faster
in absolute magnitudes.

It is a curious characteristic of American politics that the largest changes in
public policy go all but unremarked, while minor matters are endlessly debated.
In the case of federal taxation, this effect no doubt arises because the subject is
forbiddingly technical. Perhaps it arises also because many Americans do not
think of their payroll taxes as taxes. A certain public confusion has surrounded
the nature of Social Secqurity financing ever sirce the system was founded a gen-
eration ago with a heavy emphasis on its similarities to an insurance program.
But ir: has never been insurance, and payroll taxes are not insurance premiums.
They ,re general taxes to meet necessary and expanding public responsibilities.
They are measured by the same standards of fairness and efficiency as any other
tax. The steady movement from income to payroll taxation is, obviously, a retreat
from the top bracket to the bottom one. Mr. Nixon says that he is returning
power to people. Which people? The answer can be read in the tax tables.

U.S. SENATE,
Wa8hington, D.C., February 17, 197g.

Senator RUSSELL B. LONG,
Chairman, Senate Finance Committee,
Washington, D.C.

DEAn CHAIRMAN LoNo: I would very much appreciate the opportunity of hav-
ing the enclosed statement included in the Finance Committee testimony on
HR 1.

I would also ask sympathetic consideration of my proposed amendment which
would increase the Social Security "outside earnings" exemption to $210 per
month. Upon consideration of recent Department of Labor statistics, this figure
would seem the most appropriate if we are to allow our senior citizens the
opportunity to earn a moderate standard of living.

Best regards.
Sincerely,

FRANK E. Moss, U.S. Senator.

STATEMENT OF HoN. FRANK E. Moss, A U.S. SENATOR FROM THE STATE OF UTAH

For this reason, I urge the Senate Finance Committee to raise the "earnings
test" to $2,520 per year. I believe that this amount is a Just and reasonable level
It recognizes both the economic situation and also the desires of our senior
citizens for personal independence. I believe that the "outside earnings" level
proposed in HR 1 continues to ignore these realities. It denies to our elderly
citizens their full opportunity to maintain their hard-earned standards of living.

Section III of the bill woud permit Social Security recipients to earn only
$2,000 a year without suffering the penalty of lost benefits. To the average couple



2772

receiving Social Security, this is hardly sufficient for the maintenance of their
standards of living. Today the average monthly Social Security check received
by a couple comes to about $219. Adding this basic annual income of $2,628 to
the $2,000 outside income permitted under 1R 1, the average couple would still
not have reached an amount consistent with a moderate standard of living.

According to the recent consumer price information and Bureau of Labor
Statistics reports on the cost-of-living. an elderly couple living In an urban area
requires approximately $4,800 to maintain an "intermediate" living standard.
Even with the fNll $2,000, the average elderly couple cannot make ends meet.

Subject: An amendment to HR 1, liberalizing the social security "outside earn-
ings" test

Mr. Chairman, I have long been a consistent advocate of liberalizing the "earn-
Ings test" which limits the amount of income which Social Security recipients are
allowed to earn free of penalty. r7hvo years ago, the Senatn mo ,%ed in this direction
by raising the "retirement test" to $2,400. Unfortwatiei.', the Social Security
Aniendments Act of 1970 never reached conferen.t, oi nd rtMilI nts continue to
suffer under what I consider to be an out-dated and uarea;,onabIe "outside
earnings!' limitation.

Today, more than ever before, I am convinced that further !i~wraliation of
the "earnings test" is the right course. As a member of t1he Sonmate i,;wial
Committee on Aging, I have had ample opportunities to sen-w tlme grar (itk.ire
of our senior citizens to "earn their own way" . . . to gain the maxin"ui lev'el of
economic self-reliance which their circumstances permit. There is also a continual
need on the part of Congress to allow elderly Americans to maintain !heir
standards of living in the face of a persistent inflation.

Senior citizens should be given the opportunity to earn at least enough to
guarantee themselves a moderate standard of living. I, therefore, urge that the
Finance Committee reconsider their decision to limit the "earnings test" to
$2,000 a year... what amounts to a step backward from earlier Senate decisions.

We must recognize the growing leed for more liberal retirement standards.
With so many Americans now beginning second careers at mid-age, it would he
counter-productive to penalize couples who want to go on working after the
traditional retirement ages. Congress should recognize their citizens' willingness
and ability to be of productive service to our society.

Congress should also appreciate the specter of poverty that haunts even the
moderately well-to-do elderly citizen. With taxes and consumer prices rising
persistently, older Americans are determined not to be caught on fixed incomes
which appear to offer an ever-declining purchasing power.

In 1962, for example, the average income of a family headed by a senior citizen
could count on 50% of the average income of a family with a head of household
less than 65. Today, the family with a senior citizen as the head of household can
expect about 43% of the average income of his younger counterpart.

All the Social Security benefit increases passed by the Congress have been only
stop-gap measures designed to keep the elderly "even" with the rest of the
population. I urge that the committee grant those senior citizens an opportunity
to earn the stronger measure of economic security which these times require.

STATEMENT OF HON. TED STEVENS, A U.S. SENATOR FROM THE STATE OF ALASKA

THE WELFARE REFORM FAMILY ASSISTANCE PROVISIONS OF H.R. 1 AND THEIR EFFECT
ON ALASKA

Mr. Chairman and Members of the Committee: I am in support of your efforts
to reform our current welfare "system," a system which now is 50 diverse, often
inequitable and highly variable approaches to the need to provide a livelihood
for our Nation's poor and unemployed or unemployable citizens. The complex
problem and challenge of both helping to ensure that the millions of children
who are born to our poorer families will have a decent chance at the opportunity
for the fuller life so many of us take for granted and also that their parent or
parents will be employed whenever possible is a most urgent undertaking. The
current system's tendency to break up families and too often make it more
profitable not to work must be changed.

Thus, H.R. l's proposed inclusion of the working poor and unemployed fathers
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as well as its strong emphasis on registering to work and providing job trollair,
day care facilities, and public service employment is to the good. Similarly. I
believe the establishment of a single national program with uniform standiflards
and policies will help eliminate acknowledged inequity i in the current systemn."
By providing for federal administration of the basic programs. states call be
saved funds currently expended for administration costs. especially if they elect
to have the federal government also service their state supplement programs.

By and large, I believe most people are not on welfare i%. their own choosing.
And, while I fully support mandatory employment for tho:;e on welfare who c'an
and should work when a job is available, I am not at all convinced this should
include the mothers who have children under age 6 at home who need their enri-.
I would strongly recommend the age 3 limit In the Ilouse-passed ill I,,. chluligd
by your committee to age 6. In fact, in thinking of our welfare ,ystem. a very
real tragedy to me is the children who must grow up within it. They represent
over balf of our Nation's 14 million welfare recipients.

In working for an improvement ta our current system, I hope we may always
keep them in mind. They are born to a circumstance totally beyond their control,
and, I believe it is our responsibility not to make their lives become hindered with
a sense of inferiority so often associated with a recil)ient of welfare, These cill-
dren deserve decent clothfR, food. shelter, and a good education as much as ours
do. Hopefully. it they then gro,-,- up with a sense of confidence and integrity in
their own ability, they will not spend a lifetime on welfare. They can and will
move into a full life with the opportunity for jobs, travel, art, friendships, amnd
challenges that we take as commonplace.

I am fully aware of the unique and high cost problems we are facing In Alaska
by the bill's inclusion of the working poor and eimlloyable fathers provision.
Accordingly, I am a co-sponsor of Senator Metcalf's amendment which will pro.
vide for full federal funding of a state's supplementary costs unlur MR. 1 to
American Indians. Eskimos, and Aleuts. The federal government his long hnd
the prime responsibility for o'r country's Indian population. In Alaska. our wel-
fare roles are about 80% Native. Under H.R. 1, uiless the state chooses the
totally inequitable approach of a dual level system whereby current reelpients
are paid at the full state standard of $2.700 to $4.500 for a family of four. and
new working poor and unemployed father families are paid at the totally Inade-
quate federal level of $2,400, the state stands to literally triple its welfare costs.
It would jump from current stait, costs of $9 million to state supplement costs of
$30 million in order to have all ellgilble families receive the same payment levels.

Because the preponderance of these newly eligible families are among our
Native people for whom the federal government ins consistently assumed pro.
gram responsibility. I believe it is totally unfair to Alaska's state government
to expect them to now triple their welfare costs In order to have this welfare
"reform" function equitably In our state.

The working poor and unemployed father families need to be included in your
oill. It is one of the most fundamental and important changes for the good which
tlts landmark legislation provides. But, in accomplishing 4his. I strongly urge and
rcluest the federal government to continue its responsibility for our Indian
population, or Alaska will be faced with the terrible alternative of either current
costs or having a built-in and unfair tripling inequity in their welfare system
family allocations. I urge you to include the Metcalf amendment in the bill which
you report to the floor to avoid this unacceptable situation for my state.

May I also request that, as in numerous other federal programs. Alaska's enor-
mously high cost of living be taken into account and our federal base payment be
raised from $2,400 to at least a 25% increase up to $3000. It Is an acknowledged
fact In federal programs ranging from housing to food Odamps to providing fell-
eral employees a 25% increase in their salaries when they go to Alaska to work
that our state is a much more costly place to live than the "Lower 4-S."

Our poor need this adjustment as much, If not more, than other Alaskan citi-
zens. I believe that the state of Hawaii has similar difficulties. I hope you will
take this to heart and provide for such a cost of living increase. as has been done
time and time again, in other federal programs. Otherwise, Alaska's poor will,
in effect, be given only a $1,800 federal payment instead of the $2.404) to which
they are entitled.

One last point-in Alaska, many of our recipients of welfare live in remote
villages which are difficult and costly to fly to. I understand that quarterly eligi-
bility reviews are required of families covered by H.R. l's welfare provisions. It
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is essential that the law have enough flexibility to allow this to be done by mail
and perhaps less frequently. The costs of personal visits by state or federal
employees each quarter would be astronomical. We have over 200 Native villages
scattered across our land, and it would take an army of bureaucrats with prac-
tically unlimited funding resources to reach each of these villages four times a
year.

Thank you.

STATEMENT OF HoN,. HARRISON A. WILLIAMS, JR., A U.S. SENATOR FROM THE
STATE OF NEW JERSEY

Mr. Chairman, thank you for the opportunity to present my views on Socil
Security reform to the Senate Finance Committee. Although I intend to direct
most of my remarks to Social Security and Medicare problems. I do want to
express my approval of the new approaches being taken on the issue of welfare
reforms. My views on this subject have been stated many times before, but I
believe that we are finally agreeing that we must develop a new system which
provides an adequate welfare payment, creates effective incentives for recipients
to obtain employment, establishes workable administrative machinery, and pro-
vides a significant measure of fiscal relief to the states. I realize this is an enor-
mous task. Perhaps it is more than can be accomplished immediately with the one
bill before the Committee now. Nevertheless, a substantial beginning should be
made as soon as possible. BTht if we must further evaluate welfare reform, we
should not delaiy the pressing need for Social Security reforms at the same time.

OUR OBLIGATION TO OLDER AMERICANS

In speaking of improving the lot of our senior citizens, I must admit the sense
of frustration which I feel because attempts to provide meaningful reforms have
never been as successful as many of us keep hoping they will be. However, I
am continuing my efforts for greater reforms because I am convinced that as
legislators, a.q American citizens and as human being. we owe the greatest debts
to our elderly. They are our living heritage, and we are often too concerned
with other problems to remember that fact. Most of those citizens retiring today
hare shared the destiny of the United States for nearly one third of its entire
history. They have lived through fantastic events as they nurtured this country
to a prosperous maturity. They have witnessed two world wars, a severe depres-
sion, the advent of the automobile and airplane, nuclear power, wonder drugs,
landing on the moon, and the increasing destruction of our environment And,
they were not only witnesses to great events and rapid changes. They were
also the participants, the contributors and the builders as those events occurred.
Moreover, they retain the faith that what they have accomplished will give
their successors the ability to meet new challenges and to live better lives.

Yet, their society which our older citizens served so well is ignoring their
basic needs at the time when they are most vulnerable to physical and financial
reverses. Although they are our link to this nation's past and the builders of
what we have in the present, the older citizens are often neglected or left very
low in our priorities,

Indeed, it would seem to be to everyone's interest to improve the lot of the
elderly. Probably. more than any other factor, aging is the common denomina-
tor of mankind. Whatever our social or economic standing, ethnic background,
sex, aptitudes or beliefs, we share the fact that we all grow older. What we do
to aid today's older citizens, we potentially do for everyone no matter how re-
mote retirement may seem.

Today, 4.7 million persons 65 and older fall below the poverty line, nearly
100.000 more than In 1968. For elderly persons living alone or with nonrela-
tives, 60 percent would be considered poor or near poor. And for elderly Negro
women living alone, more than 88 percent--or nearly nine out of every 10-
live in poverty or are marginally poor.

According to the Bureau of Labor Statistics. an intermediate budget for an
aged couple would be around 4,500 per year. Yet, approximately 41 percent of
all aged couples have total incomes below $4.000. Having these dismal statis-
tics available, we should now act to correct this tragic situation immediately.

The net Impact of these statistics is that our Nation, as wealthy and powerful
as it is, still permits one out of every four older -Americans to live in abject
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poverty. Moreover, these figures clearly underscore the need for bold, imaginative,
and comprehensive reforms in our social security programs.

Many of the Social Security reforms H.R. I is trying to meet have been
delayed for too long. But H.R. 1 does provide an excellent basis for improv-
ing the Social Security system. I am pleased that several of the measures in
the House-passcd bill are identical or similar to the recommendations I pro-
posed in my omnibus Socipl Security legislation, S. 923. Both measures provide
for:

An across-the-board increase in benefits;
Cost-of-living adjustments to protect the aged from inflation;
Substantial raises in minimum monthly benefits for person with long

periods of covered employment;
One hundred percent benefits for widows, instead of only 82 percent

as under present law;
Liberalization of the retirement test;
More equitable treatment for couples with working wives;
An age-62 computation point for men, the same as now exists for wom-

en; and
Updating the retirement income credit for former policemen, firemen,

teachers, and other government annuitants.
While I applaud these improvements, I believe some other changes must be

made by the Senate to meet the needs of our Social Security beneficiaries.

SOCIAL SECURITY BENEFIT INCREASE

For some 27 million Social Security beneficiaries the most important feature
of the bill is the provision for a 5 percent benefit increase that would become
effective next July. This quite clearly is not an adequate increase and it does
not come soon enough. As your committee print of July 14, 1971 points out, a 5
percent increase would mean an $8 increase in the average retirement benefit pay-
able next June to retired individuals and a $12 increase in the average benefit
paid to older couples. As a result, the average retirement benefit would be $141
a month and the average couple would receive $234. When we consider that Social
Security has developed into the country's major retirement income program,
it is obvious that these amounts are too low. Because the majority of the elderly
have little or no other income to supplement their Social Security benefits, we
should take steps to provide substantial increases in these benefits.

In fact, the 5 percent increase that the House has sent to us is nothing more
than a cost-of-living increase based on the Committee on Ways and Means
estimate of last spring as to economic changes in the period from January 1971
through June, 1972. The benefit increase that is needed should do more than
keep up with the rise in the cost of living. It should provide a meaningful
increase in the real income of Social Security beneficiaries. For my part, I
would think that an immediate 15 percent rise in benefits effective January 1
of this year would be more in keeping with our commitment and responsiveness
to the needs of older people. For a retired worker, this would provide an
additional $160 above the annual benefit raise under H.R. 1. For an elderly
couple, this approach would mean $265 more per year than under H.R. 1.
And in my own State of New Jersey, a 15 percent increase in Social Security
benefits would provide an additional $160 million in annual income to nearly
875,000 recipients.

For elderly persons struggling to make ends meet, these are compelling
reasons to raise Social Security benefits to a more realistic level.

Those of us who have studied the problems of the elderly, you on this com-
- mittee, and those of us on the Special Committee on Aging and the Committee

on Labor and Public Welfare, have learned many times over that adequate
income is the major need of the aged. It did not require the White House
Conference on Aging to verify this fact. But now that the recent White House
Conference is over, and the people who came to this conference have made their
views known, this has become clear to the entire Nation. And the people of
America are waiting to see what our response will be. I believe there is general
agreement that one of our first priorities should be an adequate income for all
Social Security beneficiaries.

I am happy to see that H.R. 1 would increase the benefits paid to aged
widows. I have been very puzzled by that fact that when a man dies his
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widow gets only 82.5 percent of his basic benefit. I know that women have
been discriminated against in many ways in our history, but it has always
seemed to be contrary to experience to contend that a woman can get along on
a smaller income than a man.

While oin the subject of discrimination, the Social Security Act also has
discriminated against men. Perhaps this is designed to equalize the provision
which discriminates against women. The way men's benefits are computed takes
into account years up to age 65 while for a woman only years up to age 62
are used Inasmuch as this discrimination relates to determining a divisor for
the purpose of arriving at an average wage, the shorter period used for women
can result in a higher benefit for a woman than for a man, even though they
had equal earnings. II.R. 1 contains a provision to correct this situation. How-
ever, I think that we can improve on the provisions in H.R. 1. Under the
lhouse-passed provision, as well as under the 1970 Senate-passed provision, the
new computation would apply only to people who become entitled to benefits
in the future and there would ue a three-year transition period in which the
n'w rules would be applied gradually. I hope that the Committee will recon-
sider this matter and make the provision effective not only for future benefits
but also apply it immediately to all present beneficiaries.

If my understanding is correct, the 1970 decision to apply this provision pro-
spectively was based in large measure on cost factors; the first year cost of the
bill was reduced by about $900 million. Conditions have changed since then,
though. Tie economy is lagging; unemployment is up; lople are being forced to
retire earlier than they had planned. This additional money along with the In-
crease that would result from raising the basic benefits by 15 percent could be
of significant assistance in providing the stimulus need d for our lagging econ-
omy. Moreover, it is needed by those who would receive It, and this would be
in keeping with our traditional policy of applying benefit increases to present
beneficiaries.

I would like to turn now to a discussion of the retirement income test. As you
are aware this is probably the most disliked provision in the Social Security law.
I recognize the arguments for keeping the test in the law. On the other hand,
the present provision is dated and needs to be liberalized to take into account
the economic and social changes which have occurred since 1967. Twice the
Senate has acted to increase the exempt amount to $2,400 a year, $400 more
thian in II.R. 1. I firmly believe that we must include some substantial liberaliza-
tions in the bill passed by the Senate this year.

MEDICARE REFORMS

I am In strong agreement with the provisions in 1I.R. 1 to improve our Medicare
system. But, again, I feel this bill is too limited and many important changes
should be made to protect the health care of our elderly. I believe effective re-
form requires:

Including the cost of out-of-hospital drugs under Medicare;
Elimination of the monthly premium charge for supplementary medical

insurance;
Rescinding of the raise in the deductible for Part B of Medicare from $50

to $60;
Disallowing the increase in the hospital deductible from $60 to $68;
Elimination of the proposed $7.50 copayment charge for hospitalization

from the 31st to the 60th day of confinement: and
Repeal of the requirement for 3 days of hospitalization prior to eligibility

for home health care; and
Liberalization of the 2 year waiting period for disability coverage under

3M4dicare.
Today persons 65 and older comprise about 10 percent of our total population.

Yet, they account for nearly 27 percent of all health care expenditures In the
United States.

Unfortunately, gaps in Medicare coverage make it necessary for the average
elderly person to pay $226 per year for medical expenses, 125 percent more than
younger persons with larger incomes. A classic examples is out-ofhospital
prescription drugs, which constitute an enormous expenditure for many elderly
individuals. Drug expenditures for older Americans now average three times as
high as for younger Americans. And for aged persons with severe chronic con-
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ditions-about 15 percent of all Individuals 65 and older-prescription ex-
penditure are six times as great as for young people.

Prescription expense now account for about 20 percent of all out-of-pocket
health expenditures for the aged. In fact, drugs constitute their largest personal
lwaltit ,: arr cost.

o"Ir liese reasons, I urge that the Senate broaden Medicare coverage to include
out-of-hospital prescription drugs. Several renowned authorities, including the
1971 Social Security Advisory Council, have already recommended that this
measure be enacted into law.

Another signiftk.ant health expenditure for the elderly is the $5.60 monthly
premium charge for supplementary Medicare insurance-Part B of Medicare.
On an annual basis, this amounts to about $130 for a couple. And for the great
majority of older Americans, this charge constitutes a rather heavy financial
burden.

Again, I recommend-as I did in my ominibus Social- Security bill, S. 923-that
this premium cost be eliminated for the elderly. This change alone would amount
to about a 5-percent Increase for the typical retired worker. This proposal is
also strongly endorsed by the Social Security AdvisoryCouncil. The premium
older people must pay for supplementary medical insurance, Part B of Medicare,
is steadily rising and Is more than most older people can afford. On the other
hand, they cannot afford to be without this Insurance protection so many are
forced to go without other necessities in order to pay this premium. Therefore, I
am pleased to note that the Administration has adopted the position that this cost
should be eliminated. Although it has not yet submitted legislation to accom-
plish this. I recommend such a provision be included in tI.R. 1 as It was in
.. 923. I would further recommend a provision to eliminate the recent Increases
in the deductible amount from $60 to $68. This increase occurred under the
guidelines of the prevent law, and the present law should be amended to correct
this fault. My suggestion would be to make any such increase possible only after
a determination by the Secretary of Health, Education and Welfare that the
increase would not impose a financial hardship on patients.

In additoin, H.R. 1 would make the elderly subject to a $7.50 daily copay-
xient charge for each day in the hospital from the 31st to the 60th day. This
would be in addition to the first $60 which the elderly would be required to meet
out of their own pockets. For an elderly person in the hospital for 60 days,
this could mean an additional charge of $225. Moreover, this measure would prob-
ably fall most heavily on the patient Medicare Is supposed to heir the most-
to parson who may be exposed to catastrophic health care expenditures be-
cause of a prolonged period In the hospital. Again, I believe this burden should
not be forc,,d on our hospitalized Medicare patients.

Currently, under Title 18 of the Social Security Act, essential home health
care is c,'eied only after a 3-day hospitalization. This includes visits by phy-
sicans, nurses, physical therapists, occupational therapists, speech therapists,
and home health aides. I favor the extension of home health care to those covered
by Medicare when prescribed by a physician. The present system not only acts
as an obstacle to efficient health care for our elderly, but It also increases the
expenses of Medicare hospital fees needlessly by encouraging doctors to hos-
pitalize patients three days in order to qualify for home health care.
H.R. 1 fills a major gap In Social Security protection by providing Medicare

benefits for disabled Social Security beneficiaries. The House-passed version,
however, dqes not provide this protection at the time when the need Is greatest.
I would urge that this Committee modify the provision so that disabled bene-
ficiaries would be entitled to-Medicare benefits from the first month of entitle-
ment to disability benefits rather than having to wait until 2 years after en-
titlement.

This provision brings out what is. In my view, a major weakness In H.R.
1. The primary problem with this provision is that it seems to be promising
benefits and at the same time limiting eligibility to the extent that many needy
beneficiaries will not receive them. As a result, we have a provision that is
basically sound, but that will fail to achieve its full promise because the pro-
vision Is too restrictive.

One of the provisions relating to medicaid, the one-third reduction in match-
ing funds for long-term patients, seems particularly ill-advised to me. It will,
I fear, reduce tl'e availability of quality care to needy people and at tile same
time result in !ncreased out-of-pocket expenditures by people who now have
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far less than is needed to meet the costs of everyday living. This provision is
ostensibly intended to encourage more outpatient care under medicaid, but
the proposed reduction in matching funds to meet the costs of hospitalization
after the 60th day in a general or TB hospital and after 90 days in a mental hos-
pital seems unnecessary. It will only cut back on the funds available to treat
the worst cases and encourage the premature discharge of people Further,
this will increase the costs to the States which are already in serious financial
difficulty. Thus, the liklihood is that the provision will actually be more ex-
pensive in the long run.

GENERAL REVENUE FINANCING

As I have indicated, much more than stopgaps are needed as we consider re-
form of this system. For example, we have to provide for automatic cost-of-living
increases and I am happy to see the ,'rovision in H.R. I which would provide
annual cost-of-living increases wheiiver there is a 8 percent. rise in the Con-
sumer Price Index. However, I think it has become clear that using only Social
Security tax to pay for increased benefits is becoming an ever-increasing burden
on the average worker who must pay the cost of these improved benefits. Even
now Social Security taxes are more than income taxes for many workers. There-
fore, the time has come for a major revision in the method of financing Social
Security. I suggest that we take immediate steps to provide a significant portion
of the cost of the Social Security program from general revenues.

The idea of using general revenues to pay a part of the cost of the Social Secu-
rity program is not new. From the very start in the 1930's, the designers of the
program envisaged a time when the income from Social Security taxes would have
to be supplemented from general revenues. During World War II, scheduled in-
creases in Social Security taxes were postponed and appropriations from general
revenues were'authorized on an "as-needed" basis. This authority was never used
and after a time it was repealed. Then, in the 1950's the long escalation of both
tax rates and the tax base began.

When this escalation will end is unclear. Your committee print of July 14, 1971
projects a tax base of $26,100 for 1994 with a combined employer-employee tax
payment of as much as $3,862.80. Clearly, it is time to call in a third partner and
permit general revenues to pay, say, one-third of the cost of the program, with
the remaining two-thirds being divided between employees and their employers.
I do not believe Congress can enact this proposal now in its entirety, under pres-
ent economic conditions and budgetary conditions. The President's large deficit
would be unacceptably increased by immediate adoption of general revenue financ-
ing. However, we could write this principle into the law and include a schedule
for the gradual assumption by the Federal government of one-third of the cost
of the program.

Again, I wish to express my approval of H.R. I as the basis for meaningful re-
forms in our Social Security system. However, much more is needed if our Nation
is to come to grips with the economic crisis which now affects millions of older
Americans and threatens to engulf many more approaching retirement age.

I believe the recommendations I have made are essential to meet the needs
I have outlined. -

STATEMENT OF HoN. BELLA S. ABZUG, A U.S. REPRESENTATIVE FROM THE STATE 01
NEW YORK

Chairman Long, Members of the Committee, I am pleased to have the oppor-
tunity to present my views on H.R. 1. To many, this bill brings important benefits.
It grants a substantial increase in social security benefit payments. It liberalizes
a number of benefit eligibility requirements. It provides for future adjustments
in benefit levels to reflect increases in the cost of living. Unfortunately, it does
far too little for one of our more maligned groups, women, and actually worsens
the lot of another, the poor.

AMENDMENTS TO OLD AGE, SURVIVORS# AND DISABILITY INSURANCE PROGRAM

The amendments to Title II of the Social Security Act which are-proposed in
this bill gives women far less than they need and far less than they deserve.
There is no provision for benefits to homebound women independent of their
spouses' earnings. There has been no change in the benefit structure for divorced
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women except for a minor alteration removing dependency requirements. There
has been no effort to give the working woman her due-benefits which are based
entirely upon her own accumulated earnings and not computed together with
those of her spouse. Under this computation system, called the family maximum,
she receives in benefits only that percentage of her earnings and wife's benefit
which is statutorily allowable depending upon what her spouse's earnings have
been.

The benefit structure must be fully reformed and equalized, and I recommend
to you the following steps as possible avenues for accomplishing this:

First, it is imperative that women's benefits be separated from those of their
husbands, in order to erase the stigma of dependency which women have had
to bear since the inception of the "wives' benefit" of the Social Security program.
In its place, there should be established an independent "Woman's Basic Benefit"
that would be paid In varying amounts to different classes of women: full time
housewives, full time housewives with household help, working women with
household help, and working women without household help. Second, women who
worked would receive the full benefit depending on the amount of their earnings,
regardless of the amount of their "Woman's Basic Benefit." There would be no
"family maximum." Each member of a family would receive as much as he or she
is legally entitled to, depending on his or her individual salary.

It is also important that women have the opportunity to get out of the house
in order to earn the salaries on which their Social Security benefits are based.
To that end, I recommend that a tax credit be allowed all working women to
cover the cost of day care for every child in the family. Or, where this is not
appropriate, direct Federal payments would be made to cover the full cost.

Another important structural change which affects both men and women is
the methodology of actuarial computation, which results in women receiving
different aggregate benefits because they live longer and have worked in lower
paying jobs than men. The tables should reflect an average between the two
sexes, and benefits should be computed in that light rather than In the present
manner. Also, both men and women should receive benefits at the same time
rather than women receiving benefits at age 62, and men at age 65, as is now the
case.

MLE IV

I strongly oppose Title IV of the bill, which would enact two new family
programs-Opportunities For Families (OFF) and the Family Assistance Plan
(FAP)-in place of the current Aid to Families with Dependent Children
(AFDC) program. This portion of the bill represents a giant step backward.

It compels mothers to work without providing for adequate care for their
children. It provides for a basic level of benefits which is barely one-third of the
Bureau of Labor Statistics' "Lower Living Standard." It encourages the States
to reduce benefit levels and discourages them f",,.n raising benefit levels, even if
there are major increases in the cost of livin.i .It contains distinctions between
the family programs and the other federally assisted categories which can only
have as their basis a desire to discriminate on the bas!S of sex and race. Under
the guise of being a reform measure, it will leave many recipients of public
assistance-perhaps 90 percent-worse off then under the present system.

Women are the primary victims. Under H.R. 1, they would be forced to undergo
training for menial, low-paying jobs. They w!ll be made to accept those jobs no
matter how demeaning. And, most importaut of all. they may well be compelled
to leave their children at home or on the streets, w. thout adequate child care, in
order to go to work or to attend training.

Only 16 percent of women presently receiving public assistance have completed
high school, but Job "training" under this bill will not even include basic adult
education.

The money which H.R. 1 authorizes for child care--700 million-would not
even begin to meet the needs for children currently on welfare. When this meas-
ure was debated on the House floor, Chairman Mills assured me that no
mother would be compelled to work if child care were not available, and that
the amount authorized under the bill would be sufficient to meet the require-
ments for child care (Congressional Record, June 21, 1971, page H 5545). It
is my understanding that there are presently 1,262,400 children under the age
of five on welfare. The conservative, Administration estimate of the cost of
child care is $1,600 per annum per child. By my calculations, the cost of child
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care for the children of mothers compelled to work under this bill will exceed
$2 billion. This is a far cry from the $700 million Mr. "Mills says will meet
the need as he has estimated it.

What this tells me is that the proponents of this bill either believe that tile
money will materialize, unauthorized, out of thin air, or that they are not
distu rbed by the fact that thousands of welfare mothers will be compelled
to leave their children without adequate care while they are at work or training.

This tragedy is compounded by the fact that President Nixon vetoed S. 2007,
the only piece of legislation In the last session of Congre.s that addressed
itself to the needs of poor ns well as lower middle class working mothers. If
it had been signed, that bill would have initially henefitted families with
incomes below the poverty level, $4320, by providing them with free child
care services. From that income level to a level of $6000, there would have
been a nominal fee.

This would have a wholly voluntary program; no parent would have been
forced to put his or her children Into day care. In fact, the only place In which
we find coercion is H.R. 1, which requires mothers with children three years
old or older to place these children In day care centers and got to work. The
President's veto. taken together with the day care requirements of H.R. 1,
leads to the inescapable conclusion that forced custodial day care for the poor
Is acceptable, but voluntary day care is not. The Child Development Act. con-
tained in .. 2007. Included provisions for substantial parent involvement and
could not possibly have been as weakening to the family as is H.R. 1 In Its
present form.

BENEFIT LEVELS IN TITLE IV PROGRAMS

The bill provides for a basic Income level of $2400 per year for a family
of four. with no requirement that the States supplement this at all. In January
1970, the Bureau of Labor Statistics' "Lower Living Standard" was set at
$6960 for a family of this size, and the 6.0 percent increase in the cost of living
since then would bring this figure up to $7380 today. States which keep pay-
ments at the present level will be protected by the "hold harmless" clause of
the bill if their total payments exceed current levels due to caseload increase,
but a State which Increases its level of benefits for individuals will receive
no such protection. This means that for cities such as-New York, where the
cost of living is rising faster than in the nation as a whole, there will be an
almost insurmountable disincentive to the granting of even cost-of-living In-
creases. This leaves Congress in the rather hypocritical position of passing a
bill which grants cost-of-living increases to those who receive their federal
benefits under the Social Security system while effectively prohibiting the
granting of such increases to those who receive their federal benefits under
the two new family programs. Furthermore, it will help people in only the
five or six States whose payment level is now less than $2400. It will not hell)
the industrial States and it will not help the cities.

In addition, the bill provides for significant differences between payment levels
under the family programs and those under the existing categorical programs-
aid to the aged, blind and disabled. By 1974, for example, an aged. blind, or dis-
abled couple will be receiving the same amount-$2400-as a family of four
receiving assistance under one of the family programs. Even allowing for the
fact that very young children might require less food than adults, it Is Incon-
ceivable that a family of four under program requires no more money to live than
a family of two which happens to be receiving its benefits under a different
program.

The reason for this gross distinction is this: most of the families which
presently receive benefits under the AFDC program, and which will be receiving
benefits under the family programs proposed in this bill, are families which are
headed by women; in addition, far more of these families are black, Puerto Rican
and .Mexican-American than are those in the aged, blind and disabled programs.
This bill not only continues this country's pattern of discrimination against
women and other oppressed groups, but actually makes it even more pronounced.

Title IV of H.R. 1 strikes out against poor people, women and children. It helps
few people and harms many. It is presented as a reform bill, but its thrust is a
backward oe. I respectfully urge upon this committee the elimination of Title IV
from the bill.

Thank you.
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STATEMENT OF Ilox. FRANK ANNUNZIO, A U.S. REPRESENTATIVE FRoMi THE STATE
OF ILLINOIS

THE NEED FOR PRESCRIPTION DRUGS UNDER 'MEDICARE

Mister Chairman, Members of the Conunittee---over 20 million older Americans
are looking to this Committee and this Congress for relief from the financial
hardships associated with high-cost )rescrip~tion drugs. Ever since 1967, we have
been telling our aged population that Congress is deeply concerned with the plight
(f those older Americans who must bear alone time full weight of expensive out-
patient prescription medicines. Five years ago we directed the Department of
H1EW to appoint a special Task Force to study the necessity and feasibility for
an outpatient prescription drug benefit under Medicare. The results of this ex-
haustive study conclusively showed that such a program was both desirable and
economically and medically feasible.

In the time that has passed since that study and the reviews that followed, we
have continued to talk about the desirability of such a program. But as we have
talked, both in the halls of Congress and before this Conmnittee, millions of older
Americans have suffered severe financial and even medical harm from our need.
less delays. Our elderly must now spend 20 cents of their health care dollar on
prescription medications. This amounts to about $1 billion a year, or about 25
percent at the Nation's total outlay for prescription drugs.

When we consider that inany of these older people are living on minimal fixed
Incomes, that fully 25 percent of them are living at or below the poverty level.
then we cannot help but realize the terrible strain which high-cost drugs nust
place on their limited financial resources. Furthermore, drugs for the elderly
cannot be considered luxury items easily eliminated from the family budget in
times of financial stress. Effective drug therapy is frequently essential to the
well-being of millions of older Americans. About bO percent of the elderly-as
opposed to only about 40 percent of those under 65--siffer from one or more
chronic diseases or other conditions. Arthritis and rheunimatisin al"ict 33 percent;
heart disease, 17 percent; high blood pressure, 16 percent; for those suffering
from these ailnents, prescription drugs are essential.

Year after year we have seen legislation introduced to eliminate or reduce this
problem for our elderly. Once again we have been l)resented with a positive solu-
lion to the problem, a bill (H.R. 2355) which would amend the part A program
under medicare to cover the cost of outpatient prescription drugs. As one of the
more than one hundred house sponsors of this bill, I want to say that enactment
of this legislation is clearly and urgently needed. The untiring efforts of the dis-
tinguished Senator from New Mexico, the Honorable Joseph Montoya, and my
able colleague from Wisconsin, the Honorable David Obey, on behalf of this vital
piece of legislation are to be especially commended.

H.R. 2355 Is designed to correct one of the more serious shortcomings and
defects in the existing medicare program by providing insurance protection,
against. the costs of outpatient prescription drugs. It has been suggested by some
that private health insurance, coml)lementary to medicare, is available to the
elderly and that drug insurance protection should be sought from this source.
However, the facts indicate that the l)rivate sector fails to provide adequate
protection at a cost that the aged can afford. Recent data shows that approxi.
mately 9 to 10 million persons 65 or older have private protection supplenen-
tary to medicare for the cost of hospital and physician services. As for drug cov-
erage, however, tile statistics are even more alarming. Only about 3 million older
people--or about 15 percent-have any protection against drug costs. Nearly 17
million have no private protection whatsoever in this area. As a result, drug
outlays continue to represent the largest single out-of-pocket health expenditure
among older Americans.

It Is, in my judgment, absurd to underwrite--as medicare does--the costs of
hospitalization and other institutional care. and not underwrite the cost of the
very items which might prevent institutionalization altogether. It is also Incon-
sistent to pay for drug costs in a hospital or extended care facility-as medicare
does-but not pay for the same drugs outside the high-cost institution. Because
of this gap in coverage, it is highly possible that many elderly persons are hos.
pitalized simply because that is the only way they can get the medications they
need. Thus, the extra cost of needless overutilization of hospital facilities is loaded
onto the taxpayers who support this program.
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There can be no question about the need for this program. The subject has been
studied, restudied, and overstudied-always with the same conclusion: do it
now. I urge this Committee to act promptly and favorably on H.R. 2355 and thus
provide our $20 million older Americans with a well-designed, uncomplicated but
effective drug insurance program. Thank you.

STATEMENT OF HON. MARIO BIAGGI A U.S. REPRESENTATIVE IN CONGRESS FROM
THE STATE OF NEW YORK

OUTPATIENT PRESCRIPTION DRUG COVERAGE UNDER MEDICARE

Mr. Chairman, thank you for giving me this opportunity to express my views
on providing outpatient prescription drug coverage under Medicare for our
senior citizens.

Today, over 25 percent of the more than 20 million Americans over the age
of 65 live below the poverty level. Moreover, more than 300 thousand citizens
earn less than five thousand dollars per annum.

In light of the financial plight of our senior citizens, I have introduced a
package of bills designed to relieve this burden. My proposals would provide
these citizens with the opportunity to enjoy the fruit.z of their labors instead of
merely being provided with an income which is barely adequate enough to live
on. In addition, these individuals are on a fixed income aud any increase in the
cost of living simply magnifies the problem. One of the bills in my package of
social security reforms, H.R. 9672, would include prescription drugs under
Medicare.

Health care is a primary factor in the 7der Americans' battle with inflation.
Nearly seven out of every eight Americans over the age of 65 have a heath
problem which requires some type of constant care, either with medicine an&
doctor's visits or hospital and nursing home care. For many, however, the
greatest expenditure is for the purchase of prescription drugs which can run as
high as hundreds or thousands of dollars yearly for these citizens, none of
which is covered by Medicare.

Is this the way we reward those citizens who have worked so long and so
hard to build this country? These are the people that have transformed the
United States into the technological giant that it is today. These people have
contributed into the social security system for many years only to discover that
the payments which they receive after they have retired are grossly inadequate.

My bill, H.R. 9672, and others like it would help solve this problem by extend-
ing medicare benefits to cover the cost of prescription drugs to medicare recipi-
ents. Also, a minimum payment of one dollar per prescription is required by the
beneficiary, so that low cost items are excluded.

Mr. Chairman, at this point I would like to include for the record, a Library
of Congress, Congressional Research Service report which analyzes the views of
the American College of Apothecaries on my bill, H.R. 9672. The report follows:

THE LIBRARY or CONRtess,
CONGRESSIONAL RESzARH SERVICE,

Washington, D.C., January 20, 1972.
To: Honorable Mario Biaggi.
From: Education and Public Welfare Division.
Subject: Views of the American College of Apothecaries on drug insurance under

medicare.
This is in response to a request made some time ago by Mr. Peter K. Ilchuk of

your staff for a review of a number of legislative recommendations suggested by
officials of the American College of Apothecaries regarding certain features of
H.R. 9672. This bill was introduced by you in July of last year. It would amend
the present program of health insurance for the aged, or medicare program, by
providing protection against the costs of certain prescribed and other drug prod-
ucts purchased on an outpatient basis by older people. Such a benefit is not now
a part of the medicare program.

In his communication, Mr. Ilchuk indicated that there was no need for an im-
mediate reply to his inquiry. We have delayed a response this long, because of a
possibility that drug insurance proposals for the medicare program might have
received attention in social security hearings before the Senate Committee on
Finance before the end of the 1st Session of the 92nd Congress. As you know, no



2783

hearings were held, but are now scheduled to begin later this month. This report,
therefore, may be of timely interest to Mr. Ilchuk.

In a letter from the American College of Apothecaries, four specific changes
to your bill were proposed. Each of these changes is discussed below. In the
event that Mr. Ilchuk has any questions regarding this report, please have him
give us a call.

Recommendation No. 1-Discounting of the copayment.-As it is presently
drafted, H.R. 9672 would amend the hospital insurance portion of the medicare
program to provide benefits toward the costs of certain prescribed and other drug
products purchased by insured persons on an outpatient basis from participating
vendors of pharmaceutical services (e.g., participating retail community phar-
macies). Such participating pharmacies would provide the aged with drug serv-
ices and, in turn, bill the Federal Government for reimbursement for the costs of
such services. Under the bill, reimbursement would be based upon the lesser of (1)
an amount established for each prescription drug in accordance with provisions
in the legislation or (2) the actual, usual or customary charges at which the
pharmacy usually sells or offers the drug to the public.

The actual amount of reimbursement to which a vendor would be entitled would
be reduced by a fixed monetary amount per each prescription filled. This amount
is known as a copayment and would be set at $1.00 per prescription at the be.
ginning of the program. The copayment amount could be increased in future
years to reflect any increases in the costs of drug benefits under the program.
Sponsors of similar or identical drug insurance proposals have always assumed
that vendors would collect the copayment amount from each beneficiary at the
time of each prescription purchase. The bill would amend an existing provision
in the medicare program permitting vendors to make such collections before dis.
pensing prescriptions to the aged insured under the program.

The American College of Apothecaries has expressed concern, however, that
some vendors might discount a portion or all of the copayment amount required
by the legislation. The Apothecaries suggest that discounting could seriously
compromise any utilization control value that a copayment system might bring
to n drug benefit program and that such discounting would also interfere with the
"delivery of complete professional pharmaceutical service." The College proposes
amendments to make it clear that patients would be responsible for meeting the
copayment requirement and that any discounting on the part of vendors would
result in banishment from participation in the medicare program.

Although College officials are not explicit on this point, it seems clear that
they are concerned about the possibility that some vendors would use discount-
ing as a loss-leading device to attract elderly beneficiaries to their particular
retail establishments. In other words, discounting could result in "unfair" com-
petition. Most small independent pharmacies do depend upon their prescription
business for a substantial portion of their sales volume and "unfair" competi-
tion from discounters could seriously affect their capacity to survive. The pre-
scription business of discounters, on the other hand, may only account for. a
small portion of their total sales volume, so that discounting of the copayment
could be an attractive policy to pursue. Precisely how widespread such discount-
ing might become, however, is difficult to estimate.

The bill was not designed to resolve small business problems in the retail
drug industry and, therefore, does not deal with the discounting issue insofar
as the copayment features of the legislation are concerned (there are provisions
in the bill which take into account the sometimes wide disparities in the prices
charged by drug suppliers to different classes of retail pharmaceutical outlets).
If, however, you believe that the bill should be amended to deal with a potential
copayment discounting problem, there are several alternatives you might wish to
examine. One approach, of course, is to incorporate the amendatory language
proposed by the College of Apothecaries. A second way would involve an amend-
ment to section 3(e) of the bill which presently authorizes a pharmacy vendor
to collect the copayment. This provision could be changed to require collection
of the copayment and to require, as a condition of participation, that the vendor
certify that such collections have been made with respect to all bills submitted
for reimbursement to the Government. Still another approach would involve
an amendment to the new section 1819(a) proposed in the bill dealing with maxi-
mum allowable cost. Section 1819(a) (1) (B) could be changed to read "the
actual, usual, or customary charge at which the dispenser in fact sells or offers
the drug to each beneficiary." Under such a provision, discounters of the copay-
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nient could lose as much as $2.00 per prescription submitted for reimbursement,
a significant economic disincentive against discounting:

Example

Ingredient costs of a cover drug --------------------------------- $5
Reasonable fee recognized ---------------------------------------

Total charges --------------------------------------
Reimbursement to non-discounter:

Patient pays $1 copayment
Government reimburses on basis of actual charges minus the $1 co-

payment.
Payment to vendor equals $6.

Reimbursement to discounter:
Copayment discounted entirely -------------------------------- 1
Actual charges ------------------------------------------- 6-

(Government reimburses on the basis of actual charges minus the
copaynient of $1.)

Payment to vendor equals ----------------------------------- 5
There are a number of ways'of dealing with the copayment discounting

issue, if Mr. Ilchuk desires to explore this matter greater detail.
Recommendation No. 2-Drugs ercluided from the form ulary.-The bill adds a

new section 1818 to the Social Security which would establish within the De-
partment of Health, Eduction and Welfare a committee known as a Formulary
Committee. This Committee would be assigned a number of responsibilities in
connection with the drug Insurance program proposed in the legislation. Among
other things, this Committee would be responsible for establishing a Formulary
of drugs for which reimbursements would be made tinder the program.

Section 1818(d) (5) of the bill authorizes the Formulary Committee to exclude
from the Formulary those drugs which the Committee, in its professional judg-
ment, does not find necessary for proper patient care. Such decisions to exclude
any drugs would have to take into account the availability of alternative sub-
stances listed in the Formulary. The College of Apothecaries has proposed to
amend this section of the bill to require that any decisions of the Committee to
exclude drugs be supported by "the National Academy of Pharmaceutical
Sciences."

The bill, as it is now drafted, contains a number of provisions that are intended
to assure that full and complete drug information is available to the Formulary
Committee when it considers whether to include or exclude a drug from the
Formulary used for medicare reimbursement purposes. The composition of tile
Committee itself is also intended to assure that a variety of expert judgment is
at hand during Committee deliberations. It Is not clear, therefore, why the Com.
mittee's decisions to exclude certain drugs from the Formulary must coincide with
the views or findings of a specific expert panel outside of the Department of
Health, Education and Welfare. It could be argued that there are any number of
such organizations whose views on certain drugs are important enough to limit
the Committee's ability to act in this area. Should each of these groups be
named in the legislation? How would the Secretary resolve differences of opin-
ion among these different groups, or would the existence of such differences pre-
vent the Committee from taking any action at all? It could also be argued that,
if the Committee's decision to exclude a drug had to coincide with the findings
of some independent plnel, then why use a Committee at all .o make these de-
cisions? The recommendation of the College of Apothecaries might be evaluated
in light of some of these questions.

Recommendation No. 3-Hearings pursuant to delisting of a drug.-As now
drafted, the bill establishes a hearings procedure for manufacturers whose drugs
might be removed from the Formulary by the Committee. The College of Apothe-
caries proposes that such an opportunity for a hearing be granted to all medical
practitioners as well. Since the Committee would be in a position to evaluate a
broad range of information about specific drugs, before proposing delisting, It Is
not clear what purposes would be served by permitting each and every practitioner
an opportunity for a formal hearing on the Committee's proposed action. The
College's proposal could, in fact. prevent the Committee from ever delisting any
drug whatsoever from the Formulary.
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It might also be argued that individual practitioners do not have sufficient in-
terests regarding delisting actions to warrant granting them an opportunity for
a hearing or Judicial review of a Committee determination in this area. Nothing
In the legislation prevents any practitioner from prescribing any drug he chooses
to order for his patients.

The Formulary features of the bill are only intended to help decide whether
the patient or medicare would pay for such prescription. Furthermore, unlike
manufacturers, practitioners have no economic interests at stake in Committee
decisions to delist specific drugs, since they are not involved In paying for the
drugs they order. Before considering the College's recommendation, therefore,
perhaps a rationale should be supplied for including practitioners in the hear-
Ings process.

Recommendation No. 4-Inclusion of drugs in the formulary.-The College's
fourth recommendation is a variant of No. 3 above. Under the bill, a manufacturer
is entitled to petition the Committee for the inclusion of a drug in the Formulary.
If such a petition is denied, a hearing may be sought and judicial review if neces-
sary. The College proposes that individual practitioners be granted the same op-
portunities for petition, hearing and Judicial review. As before, it is suggested
that a rationale be obtained, in order to evaluate the desirability of including
such a change in your bill.

We hope this brief review is of some assistance to Mr. Ilchuk, and if we can be
of further help in this matter, please let us know.

GLENN MARKUS.

STATEMENT OF lION. GARRY BROWN, A U.S. REPRESENTATIVE IN CONGRESS
FROM THE STATE OF MICHIGAN

Mr. Chairman and distinguished members of the Committee, I very much
appreciate this opportunity to present briefly what I consider to be a few of the
pertinent facts and reasons compelling amendment of the social security legisla-
tion currently being considered by this Committee to provide outpatient prescrip-
tion drug coverage under Medicare.

As you know, the largest health-care cost of the elderly not presently covered
by Medicare is out-of-hospital prescription drugs. While the elderly constitute
approximately 10 percent of the American people, they account for well over 20
percent of all outpatient prescriptions and for 25 percent of all outpatient drug
expenditures.

The nation's elderly assume these continually increasing medical-care costs, even
though those over 65 years of age, on the average, live on less than half of the
income of those under 65 years. The sad fact is that older persons in America are
twice as likely as younger persons to be poor.

Under the resulting, often intolerable financial circumstances, older people
currently live without any substantial private insurance protection. Only about
three million older people-about 15 percent-have any private insurance protec-
tion covering drug costs. Nearly 17 million senior citizens have no private pro-
tection whatsoever.

Present law only covers the cost of drugs furnished to patients in hospitals and
extended care facilities and drugs administered in a physician's office which,
cannot be self-administered.

Given these and other similar, supporting facts, I have sponsored in the House
of Representatives legislation which would provide outpatient prescription drug
coverage to senior citizens under Medicare. This Committee, of course, is pres-
ently considering Senate companion legislation offered to amend the Medicare
portions of the Social Security Act. I urge the Committee's adoption of S. 936.

Simply put, it is unfair to force the elderly to bear the constantly increasing
cost of their own medical treatment at a time in their lives when they are least
prepared to afford it, living as most do on small, fixed incomes.

Aside from the inequity worked by present law, the law makes for bad public
policy. Presently, the Federal Government is in the position of underwriting the
costs of hospitalization, including drugs, while failing to provide an ounce of pre-
vention by underwriting the-cost of outpatient prescription drugs, an expenditure
which in tending to make needed drugs more accessible to the elderly might also
be expected to reduce the numbers needing institutionalization. It is a case of
being penny wise and pound foolish.

There is, of course, an inconsistency in a policy which would have the Federal
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Government pay for drugs taken In a hospital but not pay for the equally neces.
sary expense of having to take many of the same drugs out of a hospital.

Of course, Mr. Chairman, I realize that equity and the demands for a coherent,
reasonable public policy are not In awl of themselves sufficient cause for change
unless these two goals can be realized Il, a change capable of practical, economical
and effective Implementation. I am convinced that In this instance they can be,
and I think facts and reason bear me out.

To emphasize the practical, economical nature of the proposed change, I briefly
summarize it now, noting the rationale of some of its main provisions.

Under the proposed plan, the beneficiary would simply go to the pharmacy of
his choice. If the needed drug were on a list of medically necessary drugs covered
by the program, he pays the pharmacist $1 to fill the prescription. The list of
"medically necessary drugs" would be annually drawn up by a committee of
physicians. If the drug is not covered, he pays for it the same way he does now un-
der Medicare-out of his own pocket.

Virtually everyone over 65 would be eligible, and thus, the administrative costs
of ascertaining eligibility would be eliminated.

'The need for a prescription and the listing of drugs covered by the program
would provide safeguards against abuse.

The proposed amendment would have the pharmacist reimbursed by the pro.
gram, providing protection to the elderly under part A of the hospital insurance
portion of Medicare. By providing the benefits under part A, the program Is
financed through regular payroll deductions; the individual thus paying for his
drug insurance during his working years when he is financially most able.

Amending part A alo relieves citizens of the burden of recordkeeping and the
need to file large numbers of small claims, and saves the considerable administra-
tive expenditure that would be required to handle and process such claims. Fur-
ther. it permits maximum use of automatic data processing in handling claims.

Mr. Chairman, the amendment being considered here in the Senate, and its
companion legislation in the House, are the result of considerable study.

The proposed inclusion of outpatient prescription drug coverage under Medi-
care has been endorsed by numerous conferences-including the White House
Conference on Aging, government agencies-including the Social Security Ad-
ministration, and various groups in the private sector-including the American
Pharmaceutical Association, to say nothing of the many other expert witnesses
who have testified before this Committee.

The time has come to act. Equity, the need to establish a sound, coherent policy,
and the practical efficacy of the proposed amendment along with its overwhelming
support among those most aware of the problems of the aging, compel adoption of
thi. plan to include outpatient prescription drug coverage under Medicare.

Thank you.

STATEMENT OF HON. CHARLES 3". CARNEY. A U.S. REPRESENTATIVE TN CONGRESS
fIom -riHe STATE OF OHIO

Mr. Chairman. I .share completely the views of many of our colleagues that
there is an urgent need for immediate amendment of the medicare program to
provide insurance protection against the costs of outpatient prescription drugs.

For over five years the question of drug coverage under Medicare has been
under continuing study by various task forces and commissions. This data has
now been compiled and analyzed: the recommendations proposed and evaluated.
The results of these protracted Investigations are not surprising for they con-
firm that the aged are burdened by drug costs. But the results are disturbing
because they demonstrate the weight of that burden and the absence of possible
relief from other sources.

As a group, the elderly comprise approximately 10 percent of the population.
And yet they account for well over 20 percent of all outpatient prescriptions and
for 25 percent of all outpatient drug expenditures. For some of the aged out of
pocket expenditures for drugs reach hundreds of dollars annually. Medicare at
present provides no relief from these enormous costs.

It is true, of course, that many older people have purchased additional health
insurance protection on their own to complement the protection affordled by
Medicare. However, this additional protection does not usually include the
coverage of outpatient prescription drugs. The Social Security Administration
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recently reported that only about 3 million older people, about 15% of the
elderly, have managed to obtain out of hospital drug insurance.

About the time that one of the first studies on medicare coverage of outpatient
prescription drugs began In 1967 the average annual expenditure by the aged for
outpatient prescription drugs was $54.15. During fiscal year 1969 the private
expenditures for prescription drugs and drug sundries purchased by the aged
was $70.25.

In the face of the increasing burden that the costs of drugs places on the aged,
it would be a grave oversight on the part of the Congress to ignore the gaping
hold in Medicare coverage which now exists because of the omission of a drug
insurance benefit. Therefore, Mr. Chairman, I strongly recommend that the Sen-
ate Finance Committee adopt Amendment No. 464 to the Bill, H.R. 1.

STATEMENT OF HON. SHIRLEY CH1SIIOLM, A U.S. REPRFSENTATIVE IN CONGRESS

FROM THE STATE OF NEW YORK

OUTPATIENT PRESCRIPTION DRUG COVERAGE

Mr. Chairman, members of the Finance Committee, I am thankful for this
opportunity to testify oil the outpatient prescription drug coverage amendment
to H.R 1.

As pointed out by the recent White House Conference on Aging, our senior
citizens have too long been a forgotten segment of our society. Tlie old adage
"out of sight, out of mind" seems to have been applied to then. But for those
who must live out their lives in a nursing home or in a lonely apartment with
only an occasional visitor, life has become a burden, often complicated by the
crippling effects of those ailments that appear with advanced age.

Old age is trying enough for anyone; for the elderly who are in Ill health,
the burdens are multiplied. The ailing senior citizen has a difficult time Just
getting to a doctor's clinic. Until the introduction of medicare, he had a hard.
sometinies, impossible struggle to mieet the costs of medical care while subsiktlng
on a meager pension or on social security payments. Now, at least, that cost has
been partially met through the advent of medicare payments to the aged who
need certain types of medical care.

But in the years since the passage of medicare, the elderly have become pain-
fully aware that there are gaps in medicare coverage. One of thest--outpatient
prescription drug coverage-has a large negative effect on the pocketbooks of the
elderly. Some, for example, must pay more for drugs than for food. Others, who
cannot afford the drugs their doctor tells them they need, must limp along with-
out the necessary prescriptions. This, of course, renders their medical care
useless.

Gentleman, the time has come for us to include outpatient prescription drug
coverage under medicare. Inclusion of drug costs in the medicare benefits of
those confined to hospitals has given us a sound rationale for extending such
benefits to outpatients: it shows that we have recognized that many senior citi-
zens cannot afford to pay their drug prescription costs.

One majr objection to the inclusion of outpatient drug coverage under medl.
care will be its cost. I say to you that a nation that could afford to pay its elderly
social security benefits 35 years ago Is strong enough to sustain the cost of
aiding them today. A nation that In tile last decade initiated medicare support
on the grounds that the elderly desperately need health care support cannot
turn its back today on a vital ingredient in health care-prescription drugs.

We must remember that this proposal is structured so as to get the maximum
amount of prescription drug aid for each dollar. First, in determining the inuax-
mum allowance for drugs which may be available from a number of competing
companies, the formulary committee, which sets such allowances, will capitalize
on drug industry competition by weighting its allowances in the direction of the
lowest-priced, best-quality versions of a drug. Second, we will be capitalizing on
the lessons we learned from administering the pioneering medicare programs
in the 60s. Third, with their one dollar per prescription contribution, the elderly
will have a stake in keeping program costs down.

Gentlemen, we have a moral obligation to serve those who have served us so
long and well. The health and welfare of the Impoverished elderly depend on
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,what action you take to l)lug up this loophole which is so costly to the elderly
sip that they can live out their remaining years with a modest standard of living.
I hope that when you make your decision, you make it with the interests of our
senior citizens in mind.

STATEMENT OF lioN. ROBERT F. DRIxAN, A U.S. REPRESENTATIVE IN CONGRESS FROM
THE COMMONWEALTH OF MASSACHUSETTS

Mr. Chairman and (listingulshed members of the Committee:
I am grateful for the opportunity to testify in support of Senator Montoya's

proposal-originally Introduced as S. 936 and now )ending before your Comittee
as an amendment to 11.11. 1-to Include outpatient prescription medication cover-
age In a drug insurance program under Medicare.

Before I begin, I wish to commend Senator Montoya for his five years of dedi-
cated effort in his area, and Representative David Obey, whose companion legiu-
lation In the house of Representatives (H.R. 2355) now has 113 cosponsors as
a result of more than a year of diligent work. I also wish to thank the Chairman
of this (listingiished Committee, who since 1967 has lent his considerable prestige
and suplp)rt to the passage of this legislation.

Although the elderly comprise only 10 percent of our national population,
they account for approximately 25 percent of all expenditures made for l)re-
scripition drugs purchased outside of hospitals or other Institutional facilities.

This is understandable, since 80 percent of the elderly suffer from chronic
disease or other ailments, as opposed to about 40 percent of those under 65 years
old who suffer from such ailments. Yet the elderly also happen to be one of the
nation's poorest minorities, with per-capita earnings substantially below the
national average. America's senior citizns, with limited income and limited sav-
ings, must face the heavy burden of drug ('.sts precisely at the moment when
financial resources are dwindling and the need for prescription drugs is increasing.
The resulting financial squeeze can put terrible, terrible strains on the nation's
elderly.

In Leominster, 'Massaclusetts. for example, a retired man living on Social
Security payments of $307 a month suffered a debilitating stroke which cost
him his ability to move and his ability to speak. Ills wife, who suffered from
diabetes and a severe kidney ailment, could manage to save enough for her hus-
band's medication only by skimping on her own. She suffered greatly-and need-
lessly, I might add, had Senator Montoya's bill been passed years ago.

The elderly spend an estimated 20 percent of their private medical expendi-
tures on prescription medication, their largest single-out-of-pocket outlay. Yet
Medicare. which has baeen reasonably successful in reducing the cost of hospitaliza.
tion and In-patient medical care, affords no relief for the long recuperative periods
when prescription drugs are the major expense. Perhaps it is this fact that
prompted the Department of health. Education and Welfare's Task Force on
Prescription Drugs to include In its report time following recommendation:

We therefore find that. in order to improve the access of the elderly to high
quality health care, and to protect them where possible against high drug
expenses which they may be unable to meet. there is a need for an out-of-
hospi tp! .. ag insurance program under medliceare.

These worois were written three years ago. It is my belief that we should
enact such, a program immediately. without further delay. The legislation we
are considering today Is the product of almost five years of refinement and re-
search. It has been endorse by the AFT,-CIO Executive Council, the National.
Council of Senior Citizens, the Amerian Pharmaceutical Association, and many
other organizations.

It is the most comprehensive, most workable bill Congress has ever produced on
this subject.

I would like to comment on , of the specific provisions and features of this
legislation.

First, the legislation is firinced under the Part A "Hospitai Insurance Pro-
gram" portion of Medicare, which in my opinion is one of Its most commend-
able features. Individuals will pay for the drug insurance program during their
working years, rather than later when retirement reduces Income sharply. It Is
this provision which makes possible the one-dollar copayment feature, the key-
stone of the entire program.

Second, the legislation retains the "formulary" provisions included in previous
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bills but refined in the bill we consider today. A "Formulary Committee" of dis-
tinguished doctors and druggists would select the drugs to be covered, place
them on a master list, and distribute the list to participating pharmacies. In pre-
paring the list, the drugs would be listed by generic name rather than brand
name, and would be included under a "maximum allowable cost" provision which
would lower the overall cost of drugs on the list.

And third, the legislation has as its most important feature a one-dollar co-
payment provision. Medicare beneficiaries would go to a participating pharmacy
and purchase any drug listed in the formularly for $1. If the prescribed drug is
not on the list they would pay for it out of their own pockets, as they do now.
The pharmacist would then be reimbursed by 'Medicare on the basis of maximum
allowable cost plus a small professional fee. Thus the program would be easy to
administer and would permit Medicare beneficiaries to purchase prescription
drugs at a reasonable price without any bothersome paperwork at all.

I would like to say one additional word about cost Several people have
criticized this legislation on the grounds that it is prohibitively expensive. I an-
swer: nonsense. Of course the program is expensive-most important programs
are, especially those which Congress delays action on for five years. But even the
inost inflated cost estimate I have seen amounts to a fractional increase in total
Medicare expenditures-an increase, I might add, which does not even keep pace
with the increase in prescription drug costs since this legislation was first pro-
posed.1 Furthermore, to quote from Senator Montoya's testimony before this
Committee:

As the Committee knows, I have had very troublesome experiences with
HEW on cost estimates in the past. I should like to submit that, based on
those experiences, any estimate will be inflated. At no time have they taken
into consideration the experiences of such programs after the initiation of a
formulary. We therefore must assume that the costs will be less than we
will be asked to assume.

With the increased wage base under H.R. 1 and the moderating influence
of wage and price guidelines to keep Medicare costs within bounds, there Is no
reason in the world for claiming that the drug insurance program is prohibitively
expensive.

"For many elderly people." concluded the Task Force on Prescription Drugs,
"illness serves as a major cause of their poverty by reducing their incomes, while
poverty serves as a major contributory cause of illness by making it difficult for
them to obtain adequate health care." Could it be that by attacking the prescrlp-
tion drug problem we are attacking the poverty problem as well?

I think so. We have a bill which is easy to administer, reasonably priced, and
visionary in scope. But most Important of all, we have a bill which in some small,
tentative way begins to repay our enormous debt to America's elderly citizens.
With this one bill, we can make progress on two important fronts-improving
medical care for the aged, while simultaneously taking a genuine step to solve
tile poverty problem. This legislation will go far to justify the faith that the
elderly ht 7e in their government, a faith which has lasted until now but which
cannot help but diminish if Congress does not justify it soon.

We have ignored the special needs of the elderly. Now, perhaps, we have an
opportunity to justify their patience. Le us hope it Is not our last chance.

STATEMENT OF ION. JOSHUA EILBERG, A U.S. REPRESENTATIVE IN CONGRESS FRoM

THE STATE OF PENNSYLVANIA

COVERAGE OF OUTPATIENT PRESCRIPTION DRUGS UNDER MEDICARE

Mr. Chairman, five years ago the Congress directed time Secretary of Health,
Education and Welfare to study the possible coverage of outpatient prescription
drugs under Medicare and to report back to us on the need for and the design

'The National Journal estimates the cost of the druz proscription program at $1.7
billion-22.7% of Medicare's $7.5 billion budget for Fiscal Year 1971.

From 1967 (when Senator Montova introduced his first legislation on this subject)
until 1970 (the last year for which figures are available), the per-capita expenditure for
prescription drugs for those over 65 years old increased from $40.65 to $50.94-an
increase of 25.3%. (Figures from the Social Security Administration's Prescription Drug
Data Summary, table 1.4).
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of a workable program. The results of that study were forwarded to the Congress
on February 7, 1969, over two years ago. Those results provide Irrefutable
evidence that the need for such a program does exist. As a group, the elderly
comprise about 10 percent of the population, but they account for well over 20
percent of all outpatient prescriptions, and for 25 percent of all outpatient drug
expenditures. Private insurance protection for the cost of prescription drugs is
not a realistic alternative for the bulk of the elderly. The Social Security Admin-
istration recently reported that only about 3 million older people, or about 15
percent of the elderly have managed to obtain out-of-hospital drug insurance
from private sources.

During the time that the question of Medicare coverage of prescription drugs
has been studied and considered, the burden of drug costs on the elderly has
grown progressively greater. In 1067, about the time that the HEW study of
the problem began, the average expenditure by the aged for outpatient prescrip-
tion drugs was $54.15; during fiscal year 1969, the private expenditures for
prescription drugs purchased by the elderly was $70.25. Clearly, the cost of
Congressional inaction has fallen on those of our citizens least able to bear it.

Therefore, Mr. Chairman, I am proud to join your colleague, the Honorable
Joseph Montoya of New Mexico in the general effort to provide coverage of
prescription drugs under Medicare and many of my colleagues in the House of
Representatives In cosponsoring H.R. 2235. This bill, which embodies many
of the administrative features recommended by the government study groups,
would establish outpatient drug benefits as part of the Medicare hospital Insur-
ance program. Under the proposal, community pharmacies and other qualified
pharmacies would enter into agreements with Intermediaries or other agencies
to provide a wide range of pharmaceutical services for medicare beneficiaries.
Through this "vendor" approach, the patient would be relieved of claims record-
Ing and filing responsibilities and the need for numerous exchanges of small
benefit amounts would be eliminated in favor of consolidated transactions
between the vendors and the Intermediaries.

In addition, beneficiaries would incur a one dollar copayment for all prescrip-
-tions filled under the program so that both patient and provider would know

the extent of the patient's liability at tie time the services are provided. The
bill also contains a provision for adjusting the amount of the copayment to
reflect changes in the general level of prescription prices.

Mr. Chairman, I commend this Important piece of legislation to the members
of this committee for their careful consideration and for inclusion among the
provisions of the Social Security Amendments-Welfare Reform Act of 1971 (H.R.
1) when reported to the full Senate.

Thank you.

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,

Washington, D.C., August 12, 1971.
Hon. RUSSELL B. LONG, -
Chairm an, Senate Finance Corn in ittee,
New Senate Office Building.

DEAn MR. CHAIRMAN: When H.R. 1 was before the House in June, I voted to
strike Title IV because I felt that this legishtion represented an Inadequate
response to the need for meaningful welfare reform.

If true welfare reform is to be enacted in this session of Congress, it is
incumbent upon the Senate, and particularly the members of the Senate Finance
Committee, to draft legislation which Improves on the House passed bill in a
number of areas.

I would like to urge adoption of the following provisions:
1. States must maintain their present level of benefits. No welfare recipients

should be worse off financially under the new program than they are under the
present AFDC system. President Nixon made this comment to the nation when
he announced his welfare reform program In August 1969.

In the vast majority of states, recipients are currently receiving hlher bene-
fits than the $2400 floor established in H.R. 1. The federal government must
pledge to undertake a significant percentage of the cost if the states are realis-
tically to be expected to supplement the new federal payment levels. The hold
harmless provision does not provide sufficient assurance that states will main-
tain their current level of benefits.
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2. The $2400 benefit level for PAP-OFF recipients is inadequate and inequi-
table. Administration spokesmen have admitted that such is true. We cannot
establish a payment level that is woefully below the poverty level as determined
by the Department of Labor. Neither can we adopt a payment standard which
would result in an aged couple receiving the same stipend from the government
that a poor family of four does.

3. Payments to FAP-OFP families must be adjusted automatically to the rise
in the cost-of-living. This principle has been adopted for Social Security bene-
ficiaries under Title I of H.R. 1. If it is not extended to FAP-OFF recipients,
their status as second-class citizens will again be worsened.

4. Mothers of children under six must not be required to seek job training.
Under current law, the mother may remain in the home until her child reaches
the age of six. The Administration supports keeping the age level at this poAnt.
The change in the law under H.R. 1 is certainly not in accord with efforts to
strengthen the family unit of the welfare recipients.

5. Adequate funding must be provided for child care centers and for the job
training-employment aspects of the bill. We cannot force mothers to register for
job training if the child care available for their off-spring is not in the best inter-
ests of the well being of those children. That will assuredly not be the case if we
fail to increase the present allocation of $2 billion for the child care of 1% million
children.

It Is the Administration's estimate that 2.6 million families contain people who
will register for employment services. Yet H.R. I provides for only 412,000 train-
ing and job placement slots and 200,000 public service jobs. The sum allotted for
job training is only $540 million. We cannot hold out child care centers and Job
training as panaceas to the endless cycle of welfare dependency if we fail to fund
these programs at a realistic level.

6. Restrictions on college-level training programs for recipients must be elimi-
nated. H.R. 1 currently prohibits assistance payments to a family whose head of
household is a full time college student. This provision, if allowed to stand, could
seriously cripple useful new programs such as the one at the University of
Minnesota where 400 AFDC recipients are enrolled on a full time basis.

7. Proper working conditions must be insured for welfare recipients. People
should not be forced to accept work at $1.20 an hour, three-fourths of the federal
minimum wage. The only provision in the bill limiting the types of jobs to which
recipients can be assigned Is a prohibition against their being used to break
strikes. Further protections must be added to the bill to guarantee that employed
welfare recipients will not be forced to work under substandard conditions.

8. The rights guaranteed to welfare recipients under current law must not be
tampered with. The provisions of H.R. 1 permitting the states to reimpose resi-
dency requirements and weakening the procedural rights of welfare recipients are
most glaringly in disaccord with this principle. If we expect welfare recipients to
become full citizens of our society, they must be treated as such.

9. Eligibility for assistance must be based on the current need of the applicant.
H.R. I would disqualify any person who had earned an amount of income over the
previous nine months that, if earned regularly, would make him ineligible for
assistance. This provision Is highly discriminatory towards seasonal workers, such
as migrant laborers. This marks a change from the present practice of eligibility
being based on current need.

10. Assistance must be provided for indigent couples without children as well as
single individuals. At present some states have undertaken such assistance pro-
grams without any federal financial assistance. Coverage should be extended to
such individuals under the Family Assistance Plan.

Thank you for your consideration.Sincerely,
DONALD M. FRASBER

STATEMENT OF HON. ROBERT N. GUo A U.S. REPRESENTATIVE IN CoNGRESS FROM
THE STATE OF CONNECTICUT

Mr. Chairman: May I thank you and the members of your committee for
allowing me this opportunity to present a statement in favor of outpatient pre-
scription drug coverage under Medicare.

If I had to select the most pressing social needs that should be dealt with
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realistically during the current session of Congress, the need for outpatient pre-
scription drug coverage, especially for the elderly poor, would be high on the list.
There are presently 113 eosponsors (of legislation to amend 1I.R. 1, andi II.R.
6234, of which I am a cosponsor, would satisfy this pressing need. It is striking
that these supporters represent a broad cross section of the nation as well as the
concerned chairmanships and subcommittees of the House of Representatives.

The legislative need is obvious. most notably in the economic sphere relative
to our elderly poor. At present. there are over 20 million Americans covered hIy
Medicare. Of these, four and a half million are older Americans beneath the
poverty threshold. Since the nediflan annual earnings of the elderly poor is around
$1,888, it is difficult to believe that any of this deserving group could afford out-
patient )rescription drugs that are required for long-term use in easing or elimui-
natli)z medical iroblenis usually confronting the elderly, specifically heart
disease, high blood pressure. arthritis or kidney disorders.

As the Senate Special Committee on Aging reported, poverty for persons 60-64
years'old has increased froi 11168 to 1.170 by almost 100,000. While these aged
citizens comprise only ten percent of the population, around onc-fourth of the
1.7 billion annual prescriptions for drugs are for the elderly. With the cost of
drugs being what they are, it is inconceivable to expect that the aged poor could
continue to pay for outpatient health-sustaining drugs without incurring severe
econonie losses.

I could not support a measure to provide outpatient prescription drug coverage
under Medicare unless I believed it was economically, medically and administra-
tively feasible. In 1967, when the Administration first studied the matter, it was
concluded that a drug coverage program would have to be designed meticulously
to avoid (1) a giveaway syndrome, (2) bureaucratic entanglements, and (3)
arbitrary selection of the drugs to be provided. During the Nixon Adninistra-
tion, there have been two studies on the subject and each has emphasized the
need for drug-selection management and financial control. I believe that H.R.
6243 includes decisive provisions to satisfy these requirements.

Drug selection, insuring that safe, effective and only necessary drugs are cov-
ered by the outpatient prescription program, would, as authorized by the bill, be
accomplished by a Formulary Committee, a body consisting of members In the
fields of medicine, pharmacology, and pharmacy. This committee would prepare
an indexed listing of the favored drugs which would be delivered to all regis-
tered pharmacists. In order for a Medicare patient to take advantage of cover-
age, the drug he desires to purchase at a participating pharmacy of his choice
must be on the list prepared by the Formulary Committee.

Financial advantages exist in the copayment system provided by the bill. The
beneficiary, to receive the prescription on the formulary list, must pay $1.00 out
of his own pocket. The $1.00 copayment, regardless of the type of drug prescribed,
Is a fixed fee. This copayment provision, by alerting the user that le is sharing in
the cost of his required prescriptions, should promote cost effectiveness.

When we speak of the elderly poor, we sometimes fail to remind ourselves that
it is often their illnesses and the sort of outpatient drugs that have caused their
poverty. By amending H.R. 1 and delivering to the poor under Medicare an out-
patient prescription drug coverage program, many unnecessary poverty condi-
tions can be eliminated and many lives extended.

At this point, I would like to add that H.R. 6243 and identical bills have the
support of the American Pharmaceutical Association, the AFL-CIO Executive
Council, the Senate Special Committee on Aging, twelve members of the House of
Representatives Appropriations Committee, to include two subcommittee chair-
men six members of the House Ways and Means Committee, the distinguished
chairman, Honorable Harley Staggers, and nine members of his House Interstate
and Foreign Commerce Committee.

Considering the broad support and the pressing needs of our elderly, which
were confirmed again during the recent White House Conference on Aging, it
appears that the time has arrived for outpatient prescription drug coverage
under Medicare. I desire continued and new support for such legislation which
Is contained In H.R. 6243 of which I am a cosponsor. I strongly urge that It be
dignified by this committee as soon as possible reported and transformed into
law. The Septeibers of our aged citizens need not be cruel.

Thank you very much.
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STATEMENT OF HoN. ELLA T. GRASSO, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF CONNECTICUT

AMENDMENT 464 TO H.R. 1

Mr. Chairman, prescription drugs must be made available to older Americans
under the Medicare program.

There is no reason for the elderly to continue to bear the burden of the high
cost of out-of-hospital prescription drugs. It is inexcusable that many of them are
forced to resolve a dilemma between two grim alternatives-either enduring pain
or inurring additional expenses which overtax their incomes.

Today, one out of every ten Americans has passed his 65th birthday, and some
70 percent of this group have joined since 1961. Nearly 46,000 elderly persons
live in Connecticut's Sixth District alone.

Throughout the country, millions of the elderly exist with an Income below the
poverty level; their median income Is below $2,000. These people are cruelly
punished by increases In the cost of living.
It is a cruel and unfortunate fact of life that as we grow older, we acquire more

ills and longer illnesses; with these come greatly increased medical expenses. It
has been estimated that the elderly incur health care expenses 275 percent higher
than the costs borne by any other segment of society. Older Americans comprise
only 10 percent of the population; however, their prescriptions account for 23.5
percent of all those filled in 1971. Furthermore, the average price per prescription
paid by people sixty-five years old and older Is 10 percent higher than the prices
paid by individuals of all ages.

With food and essential services comprising such a large percentage of the
elderly's income, many older people cannot bear the expenses of essential medi-
cines. To ask that people who have contributed so much to this country be forced
to choose between spending their resources on either food or medicines Is a dis-
grace. They must have the means to buy both.

To include prescription drugs under Medicare would alleviate some of the finan-
cial burden the elderly must endure today. In 1969, the Task Force on Prescrip-
tion Drugs reported that a drug insurance program under Medicare Is needed by
the elderly, and that such a program would be both economically and medically
feasible. The recent White House Conference on Aging also recommended that
the cost of prescription drugs be included under Medicare. Legislation Introduced
In both Houses of the Congress has proven the desirability of such a program.

This subcommittee Is presently considering Amendment number 464 which
would help implement these recommendations.

As a cosponsor of -his measure in the House, I wholeheartedly endorse the
coverage of prescription drugs under Medicare. Because of the Importance and
necessity of out-of-hospital prescription drugs for the well-being of our elderly,
and because financial burdens have made many of these drugs luxury Items-
though In reality they are necessities of life-I believe that Amendment 464
should receive the strong support of this subcommittee.

No other age group In our society has been so hard pressed by the spiralling
trend in our economy. Our elderly had to bear the burden of these costs far
too long. It is the responsibility of all of us to provide better programs for older
Americans-and surely we must provide these programs now.

TESTIMONY OF HON. LEE H. HAM ILTON, A U.S. REPRESENTATIVE

FROM THE STATE OF INDIANA

Mr. Chairman: I appreciate the opportunity to add my expression of support
for the proposed amendment to H.R. 1 which would provide outpatient prescrip-
tion drug coverage under Medicare.

One of the most frequent complaints which I receive from elderly constituents
who are trying to make ends meet on a limited income is the increasing cost of
health care. and particularly, prescription medicines.
The proposal by Senator Montoya, amendment No. 464, and the companion

legislation which I co-sponsored in the House of Representatives (H.R. 2355),
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goes to the heart of this complaint. The amendment establishes a comprehen.
sive drug insurance program aimed at alleviating the crushing financial burden
of our older, informed citizens whose only source of income often is a social
security pension.

It is not uncommon for me to receive a letter, or to have one of my older
constituents tell me, that half of a monthly benefit check was needed for doctor
and medicine bills.

The elderly have inordinately high health costs. The Task Force on Prescrip-
tion Drugs reported recently that for many of the elderly, the cost of recovery
from an illness amounts to financial disaster. Ill health pushes many into
poverty.

The central aims of the amendment are to:
1. Provide coverage, under Medicare, of prescription drugs and some non-

prescription drugs of life-sustaining value.
2. Eliminate the Part B Premium of Medicare, along with the required

record keeping and claim requirements, and finance the prescription drug
program under Part A of Medicare.

3. Establish an appropriate committee of authorities in the health field
to determine the drugs to be covered.

4. Require a $1 co-payment from the purchaser for each prescription of
medication deemed to be of life-sustaining value.

This approach offers the promise, not only of easing the financial burden of.
our older residents, but also of providing additional health care.

It has widespread support in the Congress, as evidenced by the number of
co-sponsors in the House and Senate versions of the bill.

I respectfully urge that you give favorable consideration to the legislation
as an amendment to H.R. 1.

STATEMENT OF HON. WrLLIAM E. MINSHALL, A U.S. REPRESENTATIVE
FROM THE STATE OF OI1o

Mr. Chairman, distinguished Members of this Committee, I am grateful to
you for this opportunity to testify In behalf of Including prescription drugs
under Medicare coverage. As a co-sponsor of H.R. 11249, I feel this amendment
to present law is long overdue and is absolutely essential to ease the financial
burden of our elderly citizens.

Out-patient prescription drug costs impose a significant economic drain on
the often very limited incomes of the 20 million Americans under Medicare. Such
drugs now represent the greatest single personal health expense these citizens
must meet from their personal incomes. It has been pointed out before, but
bears repeating, that annual per capita expenditures for prescription drugs for
the aged is three times those for persons under 65, and annual per capita expen-
diture for drugs on the part of the severely disabled is six times that of the
population as a whole.

I know the committee is aware that the President's Task Force on the Aging
has filed a report, "Toward a Brighter Future for the Elderly", in which it rec.
ommends: "Coverage of out-of-hospital drugs at the earnest date administra.
tively feasible".

I feel that H.R. 11249 sets forth a sound and practical program for achieving
this objective, and I urge the committee to Incorporate its provisions in H.R. 1.I

STATEMENT BY HON. JAMES G. O'HARA, A U.S. REPRESENTATIVE FROM THE STATE OF
MIoHIGAN

PRESCRIPTION DRUG COVERAGE UNDER MEDIOABE

I appreciate this opportunity to present testimony to the Senate Committee on
Finance in support of legislation which would provide for prescription drug cover.
age under Medicare.

As a sponsor of similar legislation in the House of Representatives, I am de-
lighted that Senator Montoya and so many of his colleagues have introduced S.
936 to achieve this purpose, and I hope that the Committee will adopt this legisla.
tion as an amendment to H.R. 1.
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I am convinced of the urgent need for this legislation. The prescription drugs
which America's elderly require are too expensive for many of them-yet the
medication is vital to sustain life.

As things stand now, many elderly people are trapped between medical need
on the one hand and economic insufficiency on the other.

The concept of financing the cost of outpatient prescription drugs Is consistent
with the basic premise which led the Congress to enact Medicare into law to begin
with. We knew that, as a person grows older, his need for medical care of all
kinds increases sharply. This need reaches its maximum intensity at precisely
the point in time when the individual is least able to pay for them-at the time
when his income is sharply reduced due to retirement.

Medicare has made it possible-through the instrumentality of the Social Se-
curity System-for the individual to pay for his medical insurance during his
working years, and to receive the benefits of that Insurance during his retirement
years.

From the point of view of the nation's elderly, Medicare has worked reasonably
well during the first few years of its existence. It is not a perfect program-but,
then, nobody expected it to be perfect. What we intended it to be was a hopeful
beginning-a start along the road toward providing quality medical care for
the elderly without bankrupting either the retiree or his family in the process.

We have learned some valuable lessons during these first few years of Medicare.
One of the lessons we have learned is that there is a compelling need for broad-
ening the law's provisions to include the cost of outpatient drugs and certain
non-prescription drugs which are considered to have life-sustaining value.

This legislation differs from past Medicare drug coverage bills in that it would
be financed under the payroll tax portion of Medicare, rather than through higher
monthly premiums paid by beneficiaries. As a matter of fact, the experience that
we have developed since the passage of Medicare suggest strongly that we should
take another look at the question of whether or not there should be any monthly
premiums charged to retirees. These premium charges may seem modest to any-
one with a regular income. But they loom large, indeed, when they are laid aside
the completely inadequate retirement benefits that most of our elderly citizens
receive.

As in the legislation which I sponsored in the House, S. 936 would provide for
a $1 payment for prescription drugs by the beneficiary, himself. This should pro-
v'ide a measure of assurance that there would not be any serious abuse of the
program by Medicare recipients.

The balance of the cost for )rescription drugs would be paid by the Federal
Government. which would reimburse pharmacists directly, on the basis of a
"maximum allowable cost" plus a professional fee for the service rendered. This
procedure should provide reassurance against any abuse of the program-either
by druggists or the pharmaceutical Industry.

The direct payment to the pharmacist will have another benefit: It will mean
that people over 615 will not be burdened with the task of keeping records of their
drug purchases, or with the problem of filing claims an(l waiting for
reimbursement.

The legislation now before the Committee calls for the establishment of a
nine-member Formulary Committee-composed of two officials of the Depart-
ment of Health, Education and Welfare and seven individuals from outside the
Federal Government, the majority of whom must be physicians. Under the legis-
lation, these are to be people of recognized professional standing and distinction
in the fields of medicine, pharmacology and pharmacy.

The tsk of this Formul:iry Committee would be to select the drug. that are
to tie covered under this provision of the Medicare program. This would include.
as I indicated earlier, both prescription drugs and certain non-prescription drugs
that hav6 special life-sustaining value. It is envisioned that all commonly used
drugs would be covered, with the Formulary Committee screening out worthless
or dangerous drugs.

In summary, this legislation provides the mechanism for assuring retired
Americans that they will lie able to obtain the medication which they require
to maintain their health, and to make it possible for them to do so without
courting economic hardship.

As a Member of Congress who has sl'onsored identical legislation in the IHouse
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of Representatives, and as a sponsor of other legislation which seeks to provide
broad-range national health insurance for all Americans, I thank the Committee
for this opportunity to present my views in support of S. 936 introduced by
Senator Montoya. I hope that the Committee will give careful consideration and,
ultimately, its full support of this legislation so that our elderly can take another
step forward in their search for the dignity that accompanies physical good
health and economic good health-worthy goals which they are entitled to attain
after their working years are over.

STATEMENT OF HON. CLAUDE PEPPER, A U.S. REPRESENTATIVE
FRoM THE STATE OF FLORIDA

Mr. Chairman, along with more than 100 of my colleagues in the House, I am
a co-sponsor of H.R. 2355, and its companion bills, which are the counterparts of
S. 936, which is under consideration today and which is designed to correct one of
the most serious shortcomings in the present program of health insurance for the
aged, the absence of any outpatient prescription drug benefit. Five years ago, Con-
gress directed the Department of Health, Education and Welfare to study the
extent to which drug costs constitute a major financial burden on older persons
and to report to us regarding the feasibility and design for a workable program
covering the costs of prescription drugs under medicare. The Final Report of this
special Task Force made it abundantly clear that older Americans sorely need
assistance with their prescription drug expenditures.

Although the elderly represent somewhat less than 10 percent of the Nation's
population, they account for more than 20 percent of outpatient prescriptions writ-
ten in the United States and about 5 percent of total expenditures for prescribed
drugs purchased on an outpatient basis. This, of course, is understandable, since
about 80 percent of the elderly-as opposed to only about 40 percent of those
under 65--suffer from one or more chronic diseases or other conditions for which
pharmaceutical therapeutics is often used.

In recent years, prices for goods and services throughout the economy have
shown the effects of marked inflation. Prices for prescription medications have
been no exception. The most recent available figures for the Consumer Price Index
show that the index for drugs and prescriptions moved more than twice as fast in
1970 as in 1969--2.5 percent, as compared with 1.1 percent. It has been established
that by 1980. per capita annual expenditures for drugs and drug sundries will
amount to as much as $56, or almost twice the per capita expenditure for 1968.
This increased financial burden will fall heaviest upon the elderly, for whom the
number of drug acquisitions Is more than double that for the total population and
nearly three times that for the under 65 age group.

The measure you are considering today, represents an effective and workable
solution to the problem of covering drug costs under the Medicare program.
Beneficiaries would incur initially a $1 copayment per prescription for all pre-
scriptions filled under the program. An advantage of this system is the fact that
everyone would know In advance the patient's liability at the time the services
are provided. A mechanism in the bill provides for an adjustment in the amount
of copay borne by the beneficiary as the general level of prescription prices rises
in future years.

On behalf of myself and the other House sponsors of H.R. 2355, I commend to
you the features of this proposal and convey my strong belief that positive action
should be taken on this measure at the earliest possible moment. Thank you.

STATEMENT OF HoN. TOM RAILSBACK, A U.S. REPRESENTATIVE FROM THE STATE

OF ILLINOIS

Mr. Chairman, Approximately 80 percent of the aged population suffers from
one or more chronic conditions for which drugs are required. Those persons 65
or older use twice as many drugs as do the rest of the population. Their expenses
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can run Into hundreds of dollars annually-expenses hardly budgetable for those
living on fixed and limited cash incomes.

In Illinois, over 10% of the population is composed of persons 65 or older,
and it is estimated they pay at least 25% of all outpatient drug costs.

In 1967, the Department of Health, Education, and Welfare was ordered by
Congress to study the need of older Americans for prescription drugs and a
design of a workable program for their distribution. Their results made it clear
*that older Americans sorely need assistance to meet the expense of prescription
drugs, but no action was taken as a result of the study.

Unfortunately, H.R. 1, which was designed to make improvements in national
health programs, passed the House of Representatives without a prescription
drug program. To rectify this situation, legislation has been introduced on both
the House and Senate sides to provide for prescription drug coverage under
Medicare. I was pleased to Join on the House effort.

Under such legislation, a Formulary Committee, composed primarily of phy-
sicians, will select drugs to be covered by the program. An elderly person may
go to the participating pharmacy of his choice. He will incur initially a one dollar
charge for each prescription filled under the program, and the pharmacy will be
reimbursed for the remaining amount by the program. If, however, the prescrip-
tion drug is not listed by the Formulary Committee, the beneficiary will do as
he always has-pay out of his own pocket.

Mr. Chairman, I hope this proposal will be given an evaluation at the earliest
possible time. Hopefully, you and the other Members will determine it is neces-
sary to amend H.R. 1 to provide outpatient prescription drug coverage under
Medicare. I know I am convinced we must establish a comprehensive program
for the twenty million Americans covered by Medicare whose prescription drug
problems have been ignored too long.

I thank you for providing me with this opportunity to present my position.

TESTIMONY OF HON. BENJAMIN S. ROSENTHAL, A U.S. REPRESENTATIVE IN
CONGRESs FROM THE STATE OF NEW YORK

Mr. Chairman, I appreciate this oportunity to testify in behalf of H.R. 2355,
a bill designed to provide prescription drugs to Medicare patients outside the
hospital.

Health care costs have continued to skyrocket in this country while the
quality of health care has not. This is particularly so for the elderly and others
on fixed incomes. Unfortunately, adequate health care in this country is too often
viewed as a privilege rather than as the right it should be.

A large portion of health care costs stem from the purchase of drugs. This is
especially true of our elderly who must spend 20 cents of their health care dollar
on medicine. While the elderly represent only 10% of our population, they
account for 25% of the nation's prescription drug expenditures, or about $1
billion a year. It is essential that we make the purchase of these drugs less of a
hardship.

Our elderly are faced with rising needs and costs for medicines when they
can least afford it. Many are living on minimal, fixed incomes, and expenditures

, for drugs can have substantial impact on their often too small financial resources.
Furthermore, chronic illnesses requiring continuous drug use are prevalent
among the elderly and pose a tremendous burden for this age group, fully 25%
of whom are living at or below the poverty level as measured by Social Security
Administration indices.

Aside from financial difficulties, the elderly face additional obstacles. They
frequently have transportation problems and find it difficult to shop around for
the lower prices they might be better able to afford. Oftentimes, their very
illnesses present impediments to their exercising full consumer power.

This measure, I believe, will have a significant side benefit. Many times, the
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elderly must be admitted to hospitals in order to qualify for Medicare coverage
of drug purchases that could otherwise be prescribed on an outpatient basis.
The present bill will not only eliminate this unfortunate use of much needed
hospital space, but will avoid the potentially tragic psychological impact that a
hospital stay can nave on older people. This is a price that the elderly should no
longer be expected to pay.

This program would also help avoid much worry and bother for 31edicare
patients. They would simply pay the pharmacist $1 for each prescription and
not have to worry about keeping any records, paying monthly premiums, filing
claims o' getting tangled up in any red tape. A person would pay for this cover-
age during his working years, rather than after he retires and his ineome is
sharply reduced.

Any program has potential administrative problems. and this bill is no
different. Yet, the $1 co-payment, the reimbursement directly to pharmacies,
and the formulary committee proposal strike me as offering a balance between
safeguards against waste, on the one hand, and protection and convenience
for pharmacists, the government and, of course, the elderly, on the other. -

And most programs, Mr. Chairman, are expensive. Again. this one is no
different. Yet, the human costs of not enacting this bill, and thus perpetuating
this hardship for our elderly, are far greater than the financial costs involved.
In an age when we talk of spending over $10 billion on space shuttles and one
tenth that amount on elaborate university campuses and government office
complexes, surely we must find the necessary funds to provide drugs for our
elderly citizens.

There is no reason why the wealthiest, most technically and scientifically
advanced nation on earth cannot also be the healthiest. We can no longer permit
the dire shortage of medical personnel, the lack of adequate facilities, the
unequal geographical distribution of those facilities, and the soaring costs of
the available services and facilities to prevent every American citizen from
receiving complete and preventative health care. An integral part of this effort
Is making the necessary drugs available to all who need it, regardless of their
ability to pay.

STATEMENT OF ION. LOUIS STOKES, A U.S. REPRESENTATIVE FROM THE STATE
OF OHIO

Mr. Chairman: I appreciate this opportunity to testify in support of Senator
Montoya's proposal to provide Medicare coverage for outpatient prescription
drugs. I am one of the 113 co-sponsors of Congressman Obey's companion bill,
H.R. 2355.

Since Senator Montoya first introduced his proposal in 1967, the subject has
been studied and reviewed and reported on several times. Meanwhile, our senior
citizens have had to bear their heaviest health burden, prescription drugs, with
no help from the federal government. Many of them have undoubtedly been
hospitalized in order to have drug costs paid by insurance or Medicare. Even
more serious, many prescriptions are not refilled or never filled at all because
of the high cost.

The Health Education and Welfare Department's Task Force on Prescription
drugs has shown the need and the feasiblility of this program. The President's
Task Force on the Aging has also recommended such a program. Despite these
recommendations, the first of which was nearly two and one half years ago,
the Administration has not introduced a proposal to met this critical need.

The studies indicate that the problem of costs is manageable. The formulary
system and the requirement of a co-payment provided in the proposal are
promising means of holding down costs. The human costs of our delay in enacting
such a program are immeasurable. We must institute the program and use all
of the data provided by the studies which have been to hold down the costs.

About 17 million people or 85% of those over the age of 65 have no private
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insurance protection covering out-patient prescription drugs. In the Greater
Cleveland area alone, the-number of persons in this category is about 170,000.
In my central city district, where the aged poor are concentrated, very few
senior.citizens are able to afford prescription drugs. For these individuals the
cost of prescriptions is the largest single health item. Our senior citizens have
been promised assistance with this burden for too long. It is time to delver on
the promise.

I commend Senator Moutoya for offering his proposal as an amendment to
H.R. 1 and urge the commit ee to approve the amendment.

STATEMENT OF HoN. JOHN A. BURNS, GOVERNOR, STATE OF HAWAII

As the Governor of the State of Hawaii, I am privileged to be afforded the
opportunity to present to the Senate Finance Committee my testimony relating
to H.R. 1.

It is most encouraging that the Finance Committee considers welfare legisla-
tion to be a piece of top priority domestic legislation and is accordingly com-
mitted to a viable program of welfare reform.

With regard to the Family Programs of H.R. 1, I urge the Committee's full
and favorable consideration and support of the amendments proposed by your
colleague, Senator Ribicoff. The amendments represent significant Improvements
over the measures passed by the House and brings true welfare reform closer to
reality.

The shortcomings of the current welfare program and the mounting fiscal crisis
confronting states, I am sure you will concur are undisputable.

Whereas the President of the United States has recommended a deferment of
the effective date for new welfare programs for a period of 18 months after en-
sctment, I believe it is paramount that measures for Immediate fiscal relief to
staces be enacted now and be incorporated in welfare legislation, to preclude the
:ecessity for reduction in the current level of assistance payments. Mounting fiscal
pressures have already resulted in approximately 20 states reducing its level of
payment with the probability that more states would follow.

The future of 25 million Americans is in your hands; welfare reform musL 1e
now.

I submit my testimony in hopes of favorable action of my recommendations by
you and your Committee.

TESTIMONY OF lION. WILIAM T. CAHILL, GOVERNOR, STATE OF NEW JERSEY

I would like to preface my remarks by stating that I wholeheartedly endorse
the basic principles of welfare reform embodied in h.R. 1.

Since January of 1969, New Jersey has supported a State-wide program of As-
sistance to Families of the Working Poor, which has included needy families
with children. identified as "underemployed" and "never employed" as well as
those federally classified as "unemployed." This Is in addition to New Jersey's
very progressive program of Assistance to Dependent Children. Our program
of Assistance to Families of the Working Poor was recently modified and is now
wholly funded by the State and its counties. Today New Jersey's welfare pro-
grams are probably closer than those of any other State in the union to the
types and organization of programs recommended in H.R. 1.

Just as other states in the union have felt the severe increases in welfare costs,
so has New Jersey. However we have had no choice but to accept these costs
in order to provide for the needy in the state. Consequently. I strongly support
the Increased federal financial role that is implicit in H.R. 1 and several of
the proposed amendments.
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I believe that the time for experimentation has passed and now is the time
for decisive federal action in this area. Nonetheless, if the Congress concludes
that the new federal program of a national minimum income standard for all
families should be conducted first on a trial basis, I urge that New Jersey-
because of the existence of a substantially similar program-be u.:sed as a pilot
state. This would not only accelerate the test period, but New Jersefs's history
with programs of Assistance to the Families of Working Poor wvill provide a
valuable, historical data bank to assist in the evaluation of s!uc! n program.
Statistics on the New Jersey program have been and will continue to be gathered
by its Research and Evaluation Committee, established last year to analyze
welfare problems and programs in our state.-

There are several provisions of H.R. 1 on which I would like to, eemment spe-
cifically. I do not want these comments, which ar, !-itendlu t, be in the nature of
constructive criticism, to be Interpreted as' diminishing my enthusiasm for and
support of H.R. 1.

H.R. 1 will significantly increase the number of eligible welfare recipients in
New Jersey. The provisions to "hold harmless" the state for increased cash as-
sistance payments to the 1971 level are not only very wise but imperative. How-
ever, there is no practical protection against the related increase in the cost of
Medicaid. True, the state will not be mandated by statute to make Medicaid cov-
erage available to the new welfare recipients who will be eligible under H.R. 1
but strong pressure will be exerted to make these people eligible for Medicaid;
consequently, I urge the introduction of a medicaid "hold harmless" provision.

Your Committee has had extensive discussion concerning the level of the mini-
mum income standard. In my opinion, this level should be kept reasonably low,
$2,400 for a family of four would seem to be a standard acceptable to most states.
I make this statement, however, with a strong qualification that the states be
encouraged to supplement that minimum standard. Under H.R. 1 there is, unfor-
tunately no provision for federal cost sharing in the state supplement. I believe
that the state supplement gives the program the type of flexibility which it needs
to meet the varying requirements of states as different as New Jersey. New York,
Mississippi and Alabama. With no federal matching of the state supplement, the
higher income states will be and have been forced t., press for increases in the
national minimum income standard in spite of the fac& that such increases might
have adverse economic effects on the lower income states. Consequently, I be-
lieve that the federal government should match the state supplement. At the same
time, I recognize that the federal government should be in a position to limit
supplement matching to a level which it deems appropriate.

In accord with the above, I support that portion of the Ribicoff proposal which
would lead to eventual full federal funding of all public assistance costs in every
state. I also believe that full federal funding need not and should not result in
the Identical dollar standard for every state. The possibility of identifying and
administering varying regional standards, related to regional "poverty levels,"
should be explored.

Under existing regulations the earned income disregards, except for expenses
of employment, are not taken Into account in determining initial eligibility for
welfare. Under H.R. 1 a modified income disregard is taken into account in
determining eligibility. This wJll result in making a large number of people who
are earning incomes in excess of the poverty level eligible for income supple-
ments through welfare. I cannot support that concept. I believe that H.R. 1
must be modified so that the income disregards, other than the $60.00 per month
provision for expenses of employment, will not be applied in determining eligi-
bility. I recognize that this will continue the present inequitable situation which
makes some families ineligible for assistance though their earned income is less
than the combined earned income plus benefits of other families receiving welfare
assistance. The existing inequity is, however, less destructive than the proposed
application of the income disregards t, eligibility because the application of the
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diregards will Introduce many thousands of persons presently earning an income
in excess of the poverty level to welfare. To introduce these people to welfare
cannot possibly provide them with work Incentive; in fact it would seem to
provide them with exactly the opposite.

Under H.R. 1 computable earned income is credited 100% to the Federal con-
tribution. Just as I believe that there should be federal matching for the state's
supplement, I also strongly urge you to consider amending the bill so that com.
putable earned Income can be applied pro rata to the state share as well as the
federal share of the assistance grant.

In New Jersey, as in many other states, assistance to the single adult and to
the childless couple is financed largely at the municipal level. Municipalities
have felt the pinch of Increased welfare costs to the same extent as have state
governments. Without proposing a specific amendment to the bill, I ask that you
give consideration to including assistance to single adults and to childless couples
in H.R. 1, if only on a modified basis. While the original concept of the federal
welfare program was focused on the aged, blind, disabled and certain families
with children, it i& clear that today our concept is one of aid to the poor. Equity
requires that this program be extended to single adults and to childless couples.
The favorable financial impact this will have on our already financially dis-
traught-cities needs no further comment here.

As I said in the beginning of my remarks, welfare is a national as well as a
local problem. H.R. 1 economically mandates a complete federal takeover of ad-
ministration of the income-maintenance aspects of welfare programs. I believe
that so long as there Is any state or local money involved in the payment of
welfare assistance thd states must be given the option without financial penalty
to administer the program themselves. Consideration should also bA. given to the
possibility of local administration: through private agencies on a contract basis.

I support the provisions of H.R. 1 that strengthen the validation procedures
in determining and reviewing eligibility. There is strong evidence that the "sim-
plified method" heretofore prescribed is not now working. I support the implicit
provision in H.R 1 that welfare grants to individual families vary only by family
size and income; in July of 1971, in keeping with this theory, New Jersey modi-
fied its grant procedures to establish a program of so-called "flat grants" that are
at the core of the simplified and efficiently manageable sys-tem of income main-
tenance for individuals and families which true welfare reform requires. I also
support the provisions in the bill that strengthen the effort to make the deserting
father financially responsible.

The bill calls for wide-ranging changes in the administration and scope of
Day Care Services and Worker Training Programs. In theory, I support these
provisions, but I strongly urge your Committee to give careful consideration to
legislated provisions in order to insure adequate standards of accountability and
performance measurement as well as standards of quality and quantity. For
example, I do not believe that it is socially or economically desirable to provide
Day Care at a cost of $2,000 to $5,000 per year per child for a family of four or
five children for the purpose of enabling a mother to get a Job paying $5,000 or
$6,000 a year. Similarly, I cannot support expensive Worker Training Programs
which train people for menial Jobs which have neither financial nor psycholog-
ical benefit to the worker. I am pleased to see that the already enacted Talmadge
Amendment provides a clear beginning emphasis on monitoring and evaluation
which is result oriented.

I support the provisions for making available expalrde public service Jobs
to welfare recipents. However. I think that federal support. far those jobs would
be more effective if it were decreased to half the rate now contemplated In the
program but over a longer period of time.

I appreciate this opportunity to testify before your Committee and I am hope-
ful that you will be able to give full consideration to my recommendation.
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STATEMENT OF HON. DAVID HALL, GOVERNOR OF THE STATE OF OKLAHOMA

Mr. Chairman, I thank you for giving me the opportunity of presenting my
views on legislation pending before the Senate Committee on Finance, on H.R. 1.
First, let me say, that I wish to go on record as favoring the principles of wel-
fare reform, as adopted by the Governors' Conference in Puerto Rico, which I
understand have been filed with the Committee. In general, I support the prin-
ciples which appear In II.R. 1, and which principles I think should be enacted
into law.

While our current system of providing for the welfare of the people was ade-
quate in its day and served well, as did the Model-T Ford, changes in our society.
both econoinicolly and socially, have necessitated an up-dating of our system of
caring for people in need.

The very immensi'y of our federal government and its spending or lack of
spending in different areas has such an economic impact on a community and in-
dustry that a given state cannot adequately meet the economic and employment
needs of its citizens during such periods, even with federal matching under cur-
rent programs.

It is with this In mind that I believe the time has come to finance the care of
ti. needy from federal funds entirely, or with a very limited state supplementa-
tion, with some percentage of fderal matching of the supplement. Much discus-
slon has been given to the method of administration of II.R. 1 when enacted.
The concensus of those in discussions I have heard favor state administration,
with federal financing, similar to the relationship between the Department of
Labor and the unemployment compensation programs. I am advised that the
('airman has stated his own Inclination relative to this type of administration,
using federal guidelines and supervision to assi~re compliance, with virtually
all federal financing, and the basic administration being done at state and local
levls. I heaii y endorse what I understand to be the Chairman's views.

In the event that there are some states which, for reasons peculiar to that
specific state, feel they cannot adequately .dni nister the provisions of H.R. 1.
tile legislation should contain other provisions for making the administration op-
tionil with the state.

Time will not peIrmit me to deal with the specifics of 11.R. 1. as passed by the
House, and now pending before this Committee. However, we in Oklahoma are
much concerned relative to the administration of a welfare reform law, when
enacted by Congress. Permit me to quote froni the resolutions of the Governors'
Conference on this subject:

C-2-WELFAFU fiEFORM

F. Allow for state administration withoutt financial penalties if the state
chooses to administer tile program. I 1'olicy Positions of National Governors'
Conference 1971)

While I endorse the principle of the option, and consider it to be a "must" that
tile states lie given the sole responsibility (if the decision to opt or not to opt for
statt- administration, I would like to state our thinking on the question of ad-
ministration. As far as the State of Oklahoma i., concerned, we feel very strongly
that it is far better for tile State to administer the program, than for the federal
government to attempt to set up a new system. This is also the opinion of the
nine-member Constilutional Board. the Oklahoma Public Welfare Commission,
and its I)irector, L. E. Rader, who is authorized by me, as Chief Executive. and
by his Commission, in addition to my stattment, to advise the Committee of !iis
and our great concern relative to this question of administration. I would like
to point out wlat I consider to be sine of the rationale of this position:

It states administer the program. throughh their welfare boards or commissions
and the state administration, they will be better able to recognize the needs of
their particular state. The state wIll have more input into the program, which
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should provide a stabilizing effect and a more objective evaluation of the pro-
gram, (t. a day to day basis.

States currently have trained staffs which can lut a new program Into effect
immediately.

States currently have offices leased or owned by the state which could continue
to be used under the new program. This would prevent a tremendous problem
in setting up a new program and would be much less costly administratively to
the nation's taxpayers.

States currently have office equipment, desks, typewriters, and electronic data
processing equipment which could continue to be used. With a change to federal
administration, millions of additional tax dollars would have to be expended just
to purchase equipment to begin the program. The logistics of this alone would
bottle-neck the programn, no doubt, for years following passage of the bill.

Mr. Rader advises me that it is his understanding that the Chairman has re-
quested the Committee staff to prepare an amendment for a take-over of the bulk
of state and local share of the medical care program for indigents, again using
the states to handle eligibility and certification with the Social Security Adminis-
tration making payments direct to hospitals and other providers and practition.
ers. This approach has my endorsenwnt in principle.

I appreciate having the opportunity to share my views with the Committee
and applaud your leadership in attempting to solve this very complex problem.

TESTIMONY OF HON. PATRICK J. LUcEY, GOVERNOR, STATE OF WISCONSIN

I wish to thank the members of the Senate Finance Committee for the oppor-
tunity to present written testimony on H.R. 1 as passed by the House of Repre-
sentatives. I regret that I was unable to appear before the Committee during
the January hearings as I had originally hoped. The critical importance of the
subject matter of this legislation has so considerable an impact on state gov-
ermnent that I am pleased to have this opportunity to present my evaluation of
H.R. I for the Committee's consideration.

At the outset, I think it is important to identify the specific objectives that a
welfare reform bill must include:

a. Immediate substantial fiscal relief to the states, with a commitment
towards eventual complete federal assumption of the costs;

b. Increased financial assistance to our poor, particularly those now receiv-
ing the least financial assistance;

c. Equal financial assistance standards for all families of a similar size
in a geographic area regardless of the existence of a male head or the em-
ployment status of each head;

d. An administrative structure that Is simple, efficient and that respects
the dignity of recipients;

e. Adequate employment opportunities and related supportive services;
f. Meaningful incentives for employment.

The income maintenance system contained in H.R. 1 fails to meet these ob.
jectives. It would appear, however, that H.R. 1 does not contain any substan-
tial fiscal relief for the State of Wisconsin except at the expense of the recipient.
Advocates of H.R. 1 estimated that the bill would mean savings of $33 million
for Wisconsin. The analysis in the attached tables, however, suggests that Wis-
consin will have to spend from $10.7 million to $18.3 more than is budgeted for
1972-73 to insure that all recipients receive the level of assistance presently
provided.

The major reason f' r this discrepancy is that H.R. 1 requires that the "hold
harmless provisions' oe applied to state programs as they applied in January,
1971. Under the provisions of It.R. 1, the state would presumably save the dif-
ferences between the proposed benefit levels. Wisconsin, however, has raised
1972-73 assistance standards by more than $12 million and re-established AFDC-
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U. In order- for Wisconsin to realize substantial fiscal relief, recipients would
lose between $25.P million and $33.8 million in benefits.

Furthermore, the state could lose anywhere from $10 to $30 million annually
in funds for social and rehabilitative services, depending on how the Department
of Health, Education and Welfare interprets the provisions governing social
services.

Just as H.R. 1 does not provide fiscal relief for the states, it does not provide
equal financial assistance for families. A family of four, headed by an under.
employed father, will receive substantially less than an equivalent size family
headed by a working mother. For instance,'a family of four with $1,500 income
is eligible for $1,854 under the proposed national standard; however, if that
family is headed by a female, the family would receive approximately $3,370, in-
cluding state supplements at the existing levels and food stamps. The result is
that two families of the same size and with the same earned income, would
receive a difference of $1,500 in the -amount of income support.

H. 1 actually places the states in the role of perpetuating the growing in-
equities In the welfare system. If the states do not give equal supplements, the
objective of keeping families together will be defeated. Only at a cost of $15
million annually could Wisconsin provide benefits for the working poor equal
to those received by unemployed families supplemented by the state.

The administrative structure proposed in this bill creates problems rather than
solves them. Although basic grants will be simplified, federal agencies will have
to keep two separate records-one for determining federal benefits and another
for those cases eligible for state supplements. However, this extensive bureauc-
racy does not relieve the state of the need for record keeping. States will want
to review these records thoroughly to insure that they are not billed for cases
that would be federally funded or for state supplements in excess of established
benefits.

Since administrative costs are relatively small in comparison to total assistance
payments, most states will want to keep administrative control over their sup-
plemental program to insure that the savings are realized. However, the bill
is structured in such a way that states are in effect precluded from retaining
administrative control of the supplements even though the state supplements
may still approximate 50 percent of the total cost of benefits.

The size and complexity of the administrative structure created by the bill
is not a model of government efficiency. But we must look beyond the question
of efficiency to the actual impact this administrative structure will have on
state and local governments and recipients. The method of eligibility determina-
tion and the amount of benefits paid will actually shift costs back to local
general relief programs. The time needed to obtain data on an applicant's earn-
ings for the past three quarters, verification of birth-dates and number of de-
pendents claimed will delay substantially the granting of benefits.

For example, the Social Securtly Administration, which must obtain com.
parable information, often requires three months to determine eligibility for
OASDHI benefits. While some procedure may be desirable to prevent gross
abuses, it is clear that families applying for relief will need immediate income-
more than the $100 proposed in H.R. 1-and state and local governments will
have to pay the cost.

It Is also important to point out that counting income earned in the past three
quarters to arrive at the amount granted means that in most cases recipients will
receive less than they receive under the present system which is based on current
need. In many cases, the difference between the federal benefit-including the
state supplement--and the actual Income needs of the family will be great. State
and local agencies will have to make up the difference. This aspect of the benefit
determination will be extremely severe on rural families who face seasonal un-
deremployment and who are often not covered by unemployment compensation.
They ordinarily earn lower wages than male-headed families -

Another defect of the bill is that the administrative structure provided does
not guarantee recipients adequate legal protection. Under the present system,
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welfare recipients can obtain hearings and make use of federal district court&
Under H.R. 1 the Secretary's decision would be final. In addition, the Secretary
can ban certain people from entering Family Assistance offices This could mean
the exclusion of people who help recipients obtain their legal rights.

H.R. 1 does not accomplish welfare reform. It does not provide fiscal relief
for Wisconsin; it does not simplify administration of the program; and overall,
it does not provide added assistance for most recipients. In fact, the basic philoso-
phy of the bill implies that individuals who are poor, seek to avoid employment.
It also suggests that income support should be fixed below the poverty level
because it is hypothesized that initiative is destroyed if -the income support level
is raised. Such concepts are seemingly based on the assumption that economic
motives are the principal influence of human Initiative. H.R. 1 gives new life to
the outworn myths of the past and perpetuates them through this proposed law.

The mandatory work provisions of this bill will not remove many people from
the welfare rolls. Similar provisions have been incorporated by Congressional
amendment with other federal public assistance programs and there is no evi-
dence to suggest that these provisions have significantly reduced caseloads. While
registration for employment services or information about the latest training and
employment opportunities may be helpful, all too often such requirements result
in the harassment of the recipient.

Unfortunately, the mandatory work requirement in H.R. 1 places employment
counselors in the untenable position of determining whether or not a recipient
is entitled to public assistance. Such action will foster an aura of suspicion and
replace confidence with distrust.

These provisions included In H.R. 1 create second-class citizenship. They also
point to a contradiction in administration policy. President Nixon vetoed the
Economic Opportunity Act which contained a new comprehensive child develop-
ment program. This program would have provided substantial sums to create
community child care and develop centers, but contained no requirement for a
parent to place a child in such a center. In his veto message, the President ex-
pressed concern that this program might supplant the essential responsibility of
parents in raising their children. Yet H.R. 1 proposes to remove from mothers
who have not outside means of financial support the responsibility and the right
to choose how to raise their children. Mothers who receive social security or
workmens compensation are not required to participate in employment programs;
neither should mothers who are public assistance recipients.

H.R. 1 can be amended to make it more acceptable to state and local gov-
ernments. However, I think the time has come to design a public assistance
program which contains a timetable for complete federal financing of an Income
maintenance program, establishes a schedule of federal standards for financial
assistance and income exclusions, provides sufficient income to families to raise
them above poverty and assures equal coverage to all families and individuals.
Such a program is largely a proposal contained In the amount to H.R. I authored
by Senator Ribicoff of Connecticut. I wholeheartedly support this amendment
as a point of departure for welfare reform.

The thzee key provisions of this amendment which are likely to genet,"L the
greatest concern are 1) the federalization of the costs of the program, 2) the
move towards uniform standards for benefits by 1976 and 3) the eligibility of
all individuals for benefits.

These reforms are absolutely essential because, under the present system, the
federal government can shift the consequences of economic policies that en-
courage unemployment to the state and local governments. The impact of un-
employment on federal governmental operations is limited. Revenues may de-
cline slightly, but deficits need not be made up through increased taxes.

The increased cost to the federal government of public assistance is as low as
one-tenth of one percent of the federal government's final outlays. However, at
the state and local level, every dollar of a deficit must be made up immediately;
and a substantial share of a state or local government's deficit during a reces-
sion is larger welfare expenditures. So while the federal government is passing
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tax cuts to stimulate the economy, state and local governments are completely
offsetting the federal tax cuts with tax increases to make up the deficits created
by national economic policies.

Furthermore, under the present welfare system, the burden of "deflationary"
economic policies falls heaviest on the poor, unemployed and underemployed.
The Ribicoff amendment will guarantee that these families no longer bear the
cost of such policies. The increased income provided to families who have press-
Ing consumer needs would probably do more to stimulate the economy than
corporate tax cuts.

The Ribicoff amendment also provides Congress with the opportunity to pass
on to the states substantial fiscal relief and will remove them from a program
over which they have no control. Also of importance is the fact that the amend-
ment provides for an equitable distribution of relief because It is based on
present burdens for state and local governments.

I also hope that the Committee will incorporate additional reforms to the
Ribicoff amendment. I believe the issue of medical assistance must he dealt with
at the same time that income maintenance aspects of the pro"raml ar reformed.
The added financial incentives to states for establishing progr,mv %iihV '.,;lth
maintenance organizations will probably accomplish little sihor-, - ,talli ,t
of a program to provide all medical services to all individuals in a community.
Moreover, the single largest cost component of the medical assistance program
is nursing care. Prepaid health insurance would have no impact on such care.

I am convinced that H.R. 1, as it now stands, will not be of substantial benefit
to Wisconsin. Furthermore, I believe the bill is essentially the expression of a
regressive philosophy which does not deal adequately with the problems of the
current public assistance system. I strongly urge this Committee to act favorably
on the Ribicoff amendment to remedy the present defects in H.R. 1. In this man-
ner you can make a significant advance toward meaningful welfare reform.

Respectfully submitted,
PATRICK ,3. IUcEy,

Governor of Wisconsin.

TABLE.-FISCAL IMPACT OF H.R. I ON WISCONSIN UNDER DIFFERENT ASSUMPTIONS

Total Federal State

A. Estimated cost of financial grants under present program for adult and
family categories in fiscal 1972-73 .............................. $161,497,000 $100,420,000 $61,077,000

B. Costs under H.R. I affected by hold harmless provision (1971 State
costs $45,585,000):

1. State supplement up to 1971 State standards and Federal
benefits .............................................. 102, 293,000 73, 030, 000 24, 263 000

2. Food stamps ............................................ 21,092,000 0 21.090,00
3. Adjustment to 1971 standards to set them at maximum ...... 8,148, 000 0 8,148,000

Subtotal ................................ ......... 131, 533, 000 78, 030, 000 53, 5003,003
C. Adjustmentto State share if 8.3 adjustment is accepted as part of hold

harmless provision: Subtract $45,585,000 from State share ........ 0 +7918,000 -7.918,000
Subtotal ................................................... 131,533,000 85,948,000 45,585,000

D. Costs not affected by hold harmless:
1. Transfer of money payments for intermediate care facility

patients to medical assistance ........................... 16, 489, 000 9,316,000 7,173,000
2. Cost of Increased state standards above 1971 levels .......... 12, 468, 000 0 12, 468,000
3. Cost of aid to unmarried pregnant women .................. 853, 000 0 853, 000
4. Cost of aid to step children and children living with nonlegal

relatives .............................................. 4,546,000 0 4,546,000
5. Cost of providing aid under AFDC-U (not in January 1971 plan)- 3. 256,000 2,866, 000 890, 000

Subtotal ............................................ 38,112, 000 12,182,000 25,930,000
E. Financial grants costs of H.R. 1:

1. Based on adjustment made in item C ...................... 169,645,000 98,130,000 71,515,000
'2. Based on adjustment made in item 8.3. but not subject to hold

harmless provisions (B. & 0.) ........................... 169,645,000 90,212,000 79,433,000
F. Net change to present financial grants program:

1. E.I-A ................................................. +8,148,000 -2,290,000 +10,438,000
2. E. 2-A ................................................. +8,148,000 -10,208,000 +18,356,000

G. Other H.R. I cost implications:
I. Changes to the medical assistance program ............................................. +3 098, 000
2. Income maintenance administration (county and State) ................................... -4,605,000
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TABLE.-CONSTRUCTION OF WISCONSIN 1972-73 FINANCIAL GRANTS TO INDIVIDUALS UNDER PRESENT PROGRAM

State and
Tota I Federal county

1. Cost of financial grants at 1971 level of benefits .................... $124,181,000 $70,162,000 $54,019,000
2. Cost of increased standards ...................................... 12,468,000 7,044,000 5,424,000
3. Cost of AFDC-U ................................................ 3,756,000 2,122,000 1,634,000

Subtotal .................................................. 140,405,000 79,328,000 61,077,000
Value of food starrs ............................................ 21,092, 000 21,092,000 0

Total ...................................................... 161, 497,000 100,420,000 61,077,000

COMMONWEALTH OF PENNSYLVANIA,
OFFICE OF TIiE GOVERNOR.

Harrisburg, Pa., Jan uary 20, 1972.
Hon. RUSSELL B. I)NO,
U.S. Semcit, 1Va.ington, D.C.

DEAR SENATOR: I am writing to express my views on H.R. 1 which is before
your committee.

I continue to support the basic principles in 11.R. 1 of a federal floor under
income a- I did when the bill was in the Io'se Ways and Means Committee.
However, the bill in its present form is faulty in a number of respects.

As you know, I have joined with more than 20 governors to support Senator
Ribicoff's proposed Amendments to H.R. 1 in which he is joined by a number of
Senators.

These amendments go part of the way to meet the objectives I have in mind.
I consider that the iibicoff package is an irreducible ininimnum. I hope they will
be improved in your Committee.

More spcilically I urge that your Committee amend H.R. 1 so that it conforms
fully with the following principles:

(1) A comprehensive Federal income nmintenazice program with adequate
national minimum standards.

(2) Assistance given on the basis of need to all Individuals and families, In-
cluding the working poor. There should be a Federally established, regionally
adjusted, poverty level. Work by the able bodied should be encouraged by a work
incentive. An ade(lieImtely financed public employment program for those unable
to curee a job in the private sector is vital to this objective.

Those able to work should work. Training for work Is needed by inany and
should be provided. Women with school age children should be allowed to volun-

teer for work. Many AFDC recipients are working, many more go in and out of
the job market constantly. The American work force contains a substantial per-
centage of all women of childbearing age. Adequate day care should be afforded
to all women who work.

State supplements to a Federal base should require that states maintain benefit
levels.

(3) State financial partiiMpation should be phased out gradually. The Federal
tax system is calable of dealing soundly and equitably with the problem of
poverty; State tax systems are not. Income maintenance is a national, not a local
problem.

(4) I!.R1 1 should include Immediate fiqcal relief for States. Pressures are dif-
flicult now and states should not have to wait until fiscal 1973 for relief.

(5) As State governments are phased out of Income maintenance programs,
their role In social services should be strengthened. Each state should be required
to have a comprehensive social services program dedicated to promoting oppor-
tunities for self-support, to Improve individual functioning, facilitate Independent
living, and strengthen family lives. Making family planning Information and
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service available to all women should be a major part of this program as should
protection of children and adults who need protection. The State should have a
major role in day care planning and funding.

Public Law 92-223 (H.R. 10604) establishes a more clear social service role
for states than does HR. 1. Its provisions, plus others which my staff will sub-
mit to your staff, can serve to establish a sound service program.

All social services, including day care and child development services, should
be available to all citizens. The non-poor should be able to purchase these serv-
ices with participation in costs through use of a fee schedule. The law should
provide a limitation on the amount of Federal funding available for those above
the poverty line, as well as priorities for use of services funds.

In addition, H.R. 1 proposes a method of eligibility accounting which will deny
benefits to many now eligible, including migrant and seasonal workers. This
should be amended so that eligibility is based on need.

H.R 1 calls for Federal administration but does not make provision for en-
suring the rights of State employees who may be Federalized. Such provisions
are essential.

H.. I contains a number of Medicaid (Title XIX) provisions which disad-
vantage some states financially. I recognize that the entire range of medical as-
sistance, health insurance, and health care programs are under review; also
that the health delivery system is, at best, a collection of uncoordinated, efforts.
Nevertheless, I urge that in the course of seeking solutions your Committee take
cognizance of the fiscal plight of the states. One approach, until sounder solu-
tions are forth coming, is for "he Federal government to assist the states by
freezing their expenditures at 1971 levels

I hope that these suggestions may be useful to you and to your Committee.
Please call on me or on members of my staff if we can be of further service in
your most important efforts.

Sincerely,
MILTON J. SHAPP, Governor.

STATEMENT OF THE NATIONAL LEAGUE OF CITIES AND TIlE UNITED STATES
CONFERENCE OF 'MAYORS

(Submitted by Patrick Healy. Executive Vice President, National League of
Cities and John Gunther, Executive Director, U.S. Conference of Mayors)
Both the National League of Cities and the United States Conference of Mayors

support welfare reform.
As the Kerner Commission pointed out almost four years ago, "The failures of

the (welfare) system alienate the taxpayers who support it, the social workers
who administer it, and the poor who depend on it." To this list of the dis-
enchanted, our organizations would add the cities that have to pick up the pieces
dropped by other levels of government that have failed to deal adequately with
the problems of dependency.

So much has been written and said about the need for welfare reform and the
possible solutions that we do not need here to repeat information that we are
sure is thoroughly familiar to the members of the Senate Finance Committee.
We are, however, appending for the record the positions the National League of
Cities and the United States Conference of Mayors on welfare reform adopted
by delegates representing 15,000 local governments at their last annual national
meetings.

To get to the heart of the matters under current active consideration, both
organizations support:

Federal take-over of the welfare system, with due regard for the status of
employees of local governments, who should be absorbed by the federal system
if they wish.

Mandated state supplements.
Eventual assumption of all welfare costs by the federal government.
Meanwhile, federal matching funds above the $1,600 floor in the first year.
An initial minimum payment level of $3.000 to a family of four.
Coverage of the working poor, single individuals, and childless couples.
A sufficient number of public service jobs to cover those willing and able to

work but unable to find employment in the private sector.
Expansion of child care facilities to provide for the needs of mothers covered
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by the program who are working or would be able to work If such facilities were
provided.

The National League of Cities and United States Conference of Mayors wishes
to thank the Senate Finance Committee for this opportunity to express their
views.

FEBRUARY 18, 1972.

NATIONAL 'MUNICIPAL POLICY ADOPTED DECEMBER 1, 1971, BY NATIONAL LEAGUE
OF CITIsS 48TH ANNUAL CONGRESS OF CITIES

PUBLIC ASSISTANCE

2.400 Public Asis8tance and Welfare Goals
Welfare in the United States has become a national problem requiring solutions.

Our present system of public assistance has been found to contribute materially
to the tensions and social disorganization which permeate many areas of our
cities. As one critic has stated, "The welfare system is designed to save money
Instead of people and tragically ends up doing neither."

The welfare program should be altered, expanded and coordinated with the
medicare and social security programs to encompass all of those In genuine need,
to remove from the walfare rolls all of those able to work by providing adequate
employment opportunities and day care facilities, to provide a national minimum
standard of assistance and eliminate demeaning restrictions, and thus help re-
capture the rich human resources presently wasted by a system that creates and
perpetuates dependency.

2.401 Funding
A. Require assumption by the federal government of full responsibility for

the administration and financing of the Income maintenance program; the social
service aspects should be federally-mandated and federally-finanoed with open-
ended appropriations, but administered locally with cities having the option of
prime sponsorship of such programs.

B. Establish open-ended appropriations for the day care of children, including
capital funds for the construction and/or renovation of facilities.

0. Provide for federal matching of supplementary state benefits to assist states
currently maintaining higher levels, and prevent states from curtailing such
supplementary benefits.

2. 102 Coverage
A. Transfer all aged, blind and disabled persons-the latter two categories at

any age-to the Social Security System to be financed by general appropriations
at benefit levels sufficient to maintain a minimally decent standard of living.

B. Eliminate the categorical assistance system by including individuals, couples
and families whose resources fall below the established benefit levels.

C. Include individuals, couples and families who are employed but whose in.
comes fall below established benefit levels.

D. Provide for retention of a significant share of earnings.

2.403 Operation

A. Require the use of a declaration form of application for assistance by all
types of cases, including families and the working poor.

. Expand opportunities for job training and day care to enable women in
female-headed families to work If they wish to, being careful to avoid any ele-
ments of coercion.

Resolution adopted June 16, 1971 at annual meeting of the United States Con-
ference of Mayors:

46. WELFARE REFORM

Whereas, public assistance rolls have increased dramatically over the last
ileeade: and

Whereas, the poverty population for the first time in ten years increased in
1970 by 1.2 million American people over 1969; and

Wher eas, the present tax burden for financing welfare is now inequitably dis-
tr hued throughout the nation and is in part financed by regressive taxes, such
as sales and real property, which unfairly burden low and middle income fami-
lies; and
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Whereas, the U.S. Conference of Mayors has repeatedly called for a total re-
form of the welfare system and the establishment of basic Income supplement
payments for all people unable to work and whose income falls below the officially
recognized level of poverty; and

Whereas, the House Ways and Means Committee has reported out a welfare
reform bill with an Income maintenance payment of $2400 a year for a family
of four; and

Whereas, the underlying principle of eligibility for public assistance should be
the need of the recipient rather than his category of disability, employment
status. age. sex, or place of residence: and

Whereas, mayors and local governments have demonstrated a commitment to
assume greater leadership and responsibmility for manpower and social services
-it the local level but cannot raise the funds needed to meet long-delayed health,
welfare, education and social services and to train and employ particilnts in
the Opportunities for Families Program; and

Whereas, Title XX of last year's welfare reform proposal provided the large
cities the opportunity to he the prime sponsor of the delivery of social services;
a11(1

Whereas, the city itself is in the best position to determine the needs of its
citizens, evaluate Its economic and social resources, organize and operate man-
power programs, and deliver social services effectively; and

Whereas, state and local governments need immediate relief from spiraling
welfare costs this year; and

Whereas, the proposed funding formula would provide inadequate, uneven, and
disproportionate relief for state and local governments that provide welfare costs
this year: Now, therefore, be it

Resolrcd, That, the United States Conference of Mayors again affirai its sup-
port for welfare reform with these features, among others:

1. An adequate basic supplement for the working poor and payments to other
American citizens who are unable to work and whose income falls below the
officially recognized poverty level;

2. Eligibility based on need. rather than category ;
3. A federally funded, comprehensive social services delivery system that

governments of lacaitles--regardless of their population-may have an oppor-
tunity to coordinate and administer, If they choose to do so;

4. Immediate federalization of the funding of public assistance programs this
year;

5. Federal matching of supplementary state benefit.% to assist jurisdictions that
provide benefits at a higher level than will be supported by full federal funding;

0. One hundred percent funding of the public service Jobs to be created under
the Opportunities for Families Prograin and provision for integrating activities
into planning, coordinating, and operating of ongoing manpower programs at the
city level,

7. Provision of vendor payments on recurring items, as well as nonrecurring
items, at the option of the recipient, and exploration of this concept through
demonstration projects and studies.

ANThONY C. BEILENSON,
CALIFORNIA STATE SENATE,

February 17, 1972.
Hlon. RUSEmoL B. LoNo,
Chairman, Senate Finance Committee, Senate Office Building, Washington, D.C.

DEAR SENATOR LONG: As Chairman of the California Senate Health and We]-
fare Committee, and as author of our state's Welfare Reform Act of 1971, I have
closely followed news accounts of your Committee's recent hearings on federal
welfare reform legislation. H.R. 1.

I am prompted to write you and your fellow Committee members at this time
because of my concern that misleading testimony given on February 1 by Gov-
ernor Reagan not go unchallenged. At the time, the Governor recommended nu-
merous amendments to H.R. 1 based on what he termed "the product of our
experience with an actual reform program that Is succeeding in California."

Unfortunately, the Governor's description of our experience with reform bears
little resemblance to what has actually transpired. Accordingly, I find it lieces-
sary to set the record straight.
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As you will recall, the Governor presented 25 specific reforms for the considera-
tion of your Committee contending that the California reform experience con-
stituted proof of the efficacy of his proposals.

Upon close examination, however, only 10 of the 25 recommendations resemble
measures adopted by the California Legislature in 1971. Further, of these 10
Items only three had been Implemented by December 31,' 1971 and two of the
three had been stayed by the courts.'

In other words, only one of the Governor's total 25 proposals can accurately be
said to have been an unimpeded part of applied reform in our state.

The single operative item is a fiscal incentive to county government to work
harder at securing support contributions from absent fathers of AFDC children.
However, county welfare officials inform me that support contributions are pres-
ently being collected from fewer absent fathers than before the Welfare Reform
Act of 1971 became operative on October 1, 1971.

These same county sources advise me that the California State Department
of Social Welfare has completed a survey of welfare reform implementation
which bears out this statement.

Governor Reagan emphasized before this Committee that California welfare
rolls dropped significantly during 1971. Yet the Governor did not tell this Com-
mittee that he has requested a welfare budget increase of $118 million for the
fiscal year commencing July 1, 1972. Moreover, this $118 million increase was
made assuming 100 percent implementation of our 1971 reforms, and it fails to
take into account a major court decision that will mean an estimated added cost
of $70 million for AFDC grants.

In short, welfare costs in California are rising at a yearly rate of approxi-
mately $190 million.

That fact alone makes it clear that caseload reduction figures merit close
analysis.

Of the 176.000 net reduction cited by the Governor, 108.0(10 were in the
AFDC-U (Aid to Families with Dependent Children-Unemployed Parent)
category. This reduction occurred over a period of a time during which the
unemployment rate dropped in California from a lak of 8.1 percent to slightly
over 6 percent.

The fact that nearly two percent of California's labor force left the ranks of
the unemployed obviously had a great impact on a welfare program for which
eligibility is based on unemployment as AFDC-U is.

Thus, the improved Job situation would seem a much more likely explanation
for the reduction in numbers of persons receiving AFDC-U benefits than any
welfare reform efforts.

Second. of the remaining 68,000 decrease. 47.548 were recipients of County
General Relief-a program totally unaffected by our Reform Act. Hence, 88%
of the 176,000 decline was directly attributable to improved employment condi-
tions and a decrease in County Relief cases, neither of which can be properly
ascribed to the reforms.

Third, the Governor did not tell this Committee that more than 20,000 of the
caseload drop was accomplished by a change in accounting procedures by Los
Angeles County. Previously, many persons on County General Relief were
counted twice because they also received AFDC lbeneflts during the 'amle month.

Fourth, a significant portion of the overall caseload decrease stems from a
major decrease in average size of welfare families. In the AFDC-FG (Family
Group) program, for example, cases incrcascd by more than 3,000 during the
March-December 1971 period cited by the Governor although the total number of
persons on the program declined by more than 12,000.

'Welfare reforms relating to the list presented to the Committee which were actually
implemented in 1971 In California were:

5. Work-related expenses.
10. IncreaRed federal reimbursement for child support activities.
22. Marital and community property resources.

*Reforms which were implemented and then stayed by court order before the end of
1971 were:

5. Work-related expenses.
22. Marital and community property resources.-A Superior Court ruling ordered

the State Department of Social Welfare to cease and desist from presuming the
availability of income from a stepfather, basing the decision on 45 CFR 233.90,
and HEW regulation specifically prohibiting such a presumption where there is no
legal support liability under a law of general applicability. (Stepfathers are not
generally liable for the support of non-adoptive stepchildren under California law.)

72--574-72-pt. 6-6
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Finally, it should be noted that the California welfare system is presently
under court order to reinstate 7,000 families whose aid was terminated last June
under regulations subsequently found invalid by the State Supreme Court.

So while there was a decline In the total number of Californians receiving wel-
fare, the causal effect of welfare reform in that decline seems minimal. In the
least, it certainly is not the kind of hard evidence on which to base long-term
legislation.

Nonetheless, any decrease in welfare caseloads is a good sign. My relief at the
downturn is considerable. Were I self-seeking, I should be capitalizing on such
good news, since the Welfare Reform Act of 1971 bears my name as lead author.

My concern here, however, is not with credit but with credibility. I share your
devotion to making public policy strictly on the basis of the fact8. The Congress
is now in its third year of debate on welfare reform. That is evidence that Con-
gress has a deep concern for the possible effects of proposed welfare reforms on
the poor people who are so vulnerable to public policy decisions in these matters.
For that reason, I see it as my duty to warn you against drawing prematurely
any general conclusions on the relationship between California "welfare reform"
and California caseload declines.

In this connection, the State Department of Social Welfare late last year sent
auditors into every California county to examine case records in an effort to
determine how welfare reform is working.

This information has not been provided to the Legislature nor to the public.
However, in view of the Governor's claims before your Committee, this factual
report would seem most appropriate for your consideration. If the facts bear out
the Govenor's claim, there should be no hesitancy in making this report available
to you.

Permit me at this point to offer a few comments on H.R. 1 from my viewpoint
as a state legislator who has been actively involved in the complexities and intri-
cacies of welfare reform.

The overriding objective in welfare reform, in my view, should be to reduce
poverty. Welfare costs have risen dramatically over the past decade largely be.
cause we have failed to defeat poverty by reforming some of our more basic social
Institutions.

Ironically, there are fewer poor people in the United States than ever before,
just as fher,' are more poor Americans on welfare than at any time since the
Great Dcpr, dion. The explanation for this is simple. As affluent America redis-
covered poverty, poor Americans rediscovered welfare.

In 1960, no more than one in seven or eight poor people received welfare bene-
fits. The vast majority of the poor simply suffered on tragically substandard in-
comes. Today, about half the poor people in America receive welfare benefits.
Although those who subsist on welfare still do so for the most part at sub-
standard income levels, they are relatively less destitute than they were a decade
ago.

I submit that in a limited sense we should take pride in our ability to assist the
less fortunate to the degree we do. If we have something to worry about, it is
that the size of our welfare population represents our failure to provide better
alternatives to the disadvantaged.

The adoption of a program of assistance to working poor families, regardless
of the sex of the head of household or the parental deprivation status of the
children will be a major step forward toward equitable treatment of the poor.
It will only haunt us if we do not follow up with what is true welfare reform-
namely the elimination of economic dependency for employable people by pur-
suing every means at our command to insure a decent job at a living wage to
every American who can work. It was done during World War II-it can be done
without war.

Likewise the adoption of a federal floor on income is commendable. Unfor-
tunately, the level of the income floor being considered is totally inadequate to
meet the minimum needs of families without other resources. I will not belabor
this point in view of the massive testimony you have already received on it. I do,
however, urge that in the event Congress chooses to establish a floor without
regard to adequacy, it does so in conjunction with absolute guarantees that exist-
inc benefit levels In states with higher minimums be maintained.

Finally on the matter of substantive programs, I urge the Committee to elimi-
nate the forced labor provisions of HR 1, especially those which require ac-
ceptance of a job paying substandard wages. There is absolutely no justification
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for such a corruption of our work ethic. The vast majority of welfare recipients
who can be defined as "employable" have not been able to support themselves
in the labor market for reasons other than those implied by the forced labor rule.
Many are victims of systematic exclusion from opportunities to be self-support-
ing as members of racial minorities, but even more to the point vis-a-vis welfare,
because they are women.

Even with the inclusion of the working poor, the large majority of heads of
poor families will continue to be women. They are victims of restricted educa-
tional opportunities and generally can find employment, when it is available, only
in a very narrow range of Jobs. Despite the increasing participation of women in
the labor force, the average woman earns only slightly more than half what men
earn. In addition, AFDC mothers generally have young children who need care,
and until the expansion of child care programs proposed by HR 1 becomes a real-
ity and those programs have been able to demonstrate their quality and effective-
ness, it will be improper to force such services on a woman simply to push her
into a dubious work situation.

Associated with this problem is HR l's prohibition on aid to families headed
by a full-time student. If we are truly concerned with promoting economic in-
dependence of families who now need public help, it seems to me that we would
encourage in every way possible an expansion of educational opportunities.

Generally I support the approach of HR 1 to aid programs for the aged, blind
and disabled. A uniform federal floor on such aid would be a giant step toward
eventual integration of welfare with Social Security. The establishment of a
livable minimum income for all persons covered is long overdue.

Although the minimum standards for aid to adults is a great improvement over
what is being proposed for families with children, the federal minimum is still
below existing benefit levels in many states, including my own. I therefore urge
Congress to require the states to guarantee maintenance of current benefit levels
to the aged, blind and disabled where they are above the proposed federal floor.

Further, as to aid to the aged, I strongly recommend that the Congress allow
the states to give our senior citizens rebates on their property taxes without hav-
ing such rebates considered as income for welfare purposes.

In California. we have a Senior Citizens Pr,.erty Tax Assistance law that
provides for refunds to aged homeowners based exi their incme and the assessed
valuation of their home. Yet aged welfare recipients are not eligible because such
refunds would, under federal law, be considered as "income" and hence deducted
from their subsequent Old Age Security grants.

As a result of this present federal requirement the elderly homeowners who
most need this help are ineligible for it. I urge that this inequity be corrected.

Any comprehensive discussion of welfare reform must deal with suggestions
as to the federal administration of welfare programs.

Experience has shown that poverty is a national problem that has not proved
amenable to elimination or substantial reduction by state and local efforts.

Further, the degree of federal participation has continually increased over the
years due to the growing inability of state and local governments to raise the
necessary revenues. The problem largely relates to the ability to finance such
programs on a deficit basis.

Welfare dollar needs are most pressing when there is an economic slump. This
is the time when state and local governments suffer from reduced general reve-
nues, which they cannot deal with through accumulation of debt to be reduced
when the economy improves. The federal government, on the other hand, is able
to adjust its finances on a countercyclical basis. For this reason, it makes sense
for the federal government to assume the major share of expense, and, as HR 1
proposes, to hold the states harmless against unanticipated cost increases.

I firmly believe that the federal government is entirely capable of operating a
national welfare system efficiently and humanely, if the genuine commitment to
do so is made by the Executive branch and if Congress maintains a careful watch
over implementation.

The experience of the last several years in California has clearly shown that
a State Government which sets out to defy the Federal Government on a pro-
gram for which it accepts Federal funds can do a great amount of mischief
before Washington clamps down. The politics of such a situation is understand-
able, but no less deplorable for its understandability. The courts have had to
bear a great burden in forcing States like California to obey Federal law. I
believe it is time that Congress relieve that burden on the courts, and to a
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great extent relieve the same kind of pressure that surely must be felt here by
assuming the responsifility for welfare under a program of f.air, uniform, and
lawful Federal administration.

From my own involvement in welfare legislation, I have come to the conclu-
slon that the most useful efforts to improve the overall welfare situation are
focused in three areas-job training and career development. easily available
voluntary family planning services, and widespread and effective child cart
facilities. These three factors, I submit, offer the best hope for enabling people
to become self sufficient and to end their welfare dependency.

A number of attachments are included for the purpose of providing the factual
basis for the statements I have made inTheforegoing.

Your inclusion of this statement in your Committee's hearing record with
reslwect to 1R 1 would be genuinely appreciated.

Sincerely,
ANTHONY C. BEILENSON.

Attachments.

SUMMARY OF SB 7,M) (BEiLENsoN)

THE WELFARE REFORM.\ ACT OF 1971

1. GRANT PAYMENTS AND TREATMENT OF INCOME

a. Section 17.5.-Amount of aid
Existing law directs those administering aid to secure the "nmainium amount

of aid" for the recipient. This amendment deletes "maximum" so that the di-
rection would be to secure the amount of aid to which the recipient is entitled.

b. Section 20.5.-Earned income exemptions
Modifies the requirement that a recipient's earned Income shall be disregarded

to the maximum extent permitted by Federal law, and instead provides that
earned income shall be disregarded to the extent required by Federal law:
provided that any exemption permitted by Federal law on August 1, 1971 and
applied in California shall continue until Federal law is changed ("grand-
father" clause for existing exemptions).

c. Section 21.-Scholarship exemption
Provides that certain loans or grants to undergraduates from the State Scholar-

ship and Loan Commission or accredited colleges shall no longer be considered
in determining eligibility or the amount of the grant.

d. Section 21.5.-Interest on savings accounts
Repeals the provision excluding interest on savings accounts from income in

determining eligibility.

c. Section 22.-7'reatment of casual income
Provides that casual Income to the extent of $60 per quarter shall be excluded

in determining aid.

f. Sections 24.3. 24.4, 24.1.f , 32.9, 34.2.-Treatment of lump sum income
Provides that all non-recurring- lump sum income received by applicants and

recipients shall be regarded as income in the month received ex('eept for certain
social insurance such as social security income and workmen's compensation
benefits.
g. Section 25.1.-Immediate need

Requires the counties to pay an applicant up to $100 for immediate assistance.
and requires that verification of the applicant's eligibility within five days must
be made, or the county bears the cost of such payment.

h. Sections 28, 28.5, 29, 29.1.-Revised AFDC grant system-flat grants, cost-of-
living adjustment, increased aid to truly ncedy

A standard AFDC payment level is provided which will allow maximum adinin-
Istrative efficiency. All recipients with no other income (50% of cases) will
receive increases ranging from 8% to 20%. About 1 out of 5 cases, those with
highest outside income and highest aggregate needs, will receive great decreases.

AFDC recipients will receive an automatic annual cost-of-living Increase in
grants, based on federal indices, beginning in July 1973.

In addition to the basic grant, all recipients will be entitled to a special needs
allowance when genuine need exists.
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I. Scction 2&1.-Work-retated expenses
Restricts work-related expenses to $50 per month, plus reasonable and neces-

sary costs of child care. Currently state law places no dollar limitation oil work-
,',ated expenses.

j. Section 28, 29.2.-Food stamp cash-out
Anticipates federal welfare reform proposals by converting food stamp bonuses

to cash benefits for AFDC recipients. This will protect recipient food purchasing
power at no additional cost to state.
k. Section 29.5.-AFDC grant mismanagement

Requires, rather than permits, counties to pay aid in the form of goods or
services (in kind) to recipients where there is mismanagement of aid Iayments
by recipients themselves.

II. ELIGIBILITY CONTROL

(. r'etions 115, 12, 13, 14 and 19.-Confidentiality
Permits inspection of state income tax records, unemployment Insurance rec-

ords, and county records by the SDSW for purposes directly related to the ad-
ministration of welfare.
b. eCt ion .3.2.Vcrification of eligibility

Provides that eligibility must be verified by the County Welfare Department
before an applicant receives assistance. Currently, aid is granted on the basis of
an applicant's simple declaration or affirmation of need. (See section 23.1, Inme-
diate Need, for exception)
c. actions 241.1, 24.2, 24.12, 2.$.13.--Exewpt personal property

Permits an applicant or recipient to retain items of nonliquld personal property
up to a market value of $1,000 plus the entire value of wedding and engagement
rings, heirlooms, and clothing, the reasonable value of household furnishings,
other household equipment up to a market value of $300 for each item. reasonable
value of equipment and material needed for employment, and certain other
property rights. Liquid asset exemptions remain.
d. Section 24.5.-Annual income averaging

Provides that the Income of any person who has a contract of employnkcut on
an annual basis, but who works and receives Income in fewer than 12 but more
than 8 months shall be averaged over a 12-month basis for the purpose of deter-
mining eligibility.
c. Section 24.7.-Eligibility of college students

Limits AFDC eligibility of college students up to age 21 to those achieving
paying grades.
f. Section 25.-Redetermination of eligibility to be under penalty of perjury

Requires that the certifleate of eligibility in connection with an annual rede-
termination of eligibility shall contain a written declaration by the recipient that
it is executed under penalty of perjury.
g. Section 252-156% of need limit

To extent permitted by federal law, limits AFDC eligibility to families with
gross incomes of or less than 150% of the applicable standard of need.

IlI. EMPLOYMENT AND TRAINING

a. Section 15.--Job development program
Provides that the State Personnel Board shall develop Jobs leading to panrma-

nent employment for welfare recipients, to be contracted for by the State Depnrt-
ument of Human Resources Development under WIN (Work Incentive Program).
All jobs developed shall pay the prevailing wag .
b. Section 15.1.-Career opportunities development program,

Provides that State Personnel Board shall carry a career opportunities develop-
ment program in state employment and provide technical assistance anid direct
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grants to citll.s and counties and other untis of state and local government.
Appropriation: $5 million

c. Section 25..-Publio assistance work force
Establishes demonstration program, when federal law permits, to develop and

implement a plan for community work experience programs so that welfare
applicants and recipients may receive work experience that will assist them to
move into regular employment. If the adult recipient refuses to accept work,
training or participate in a public assistance work force, his portion of the
family's welfare grant will be terminated. Administered by HRD.

IV. ABSENT FATHERS

a. Section 3.3.-Award of attorney fees to county
Provides that attorney fees may be awarded by the court to a county in actions

to enforce a support obligation.
b. Sections 8.8 and 31.5.-Attach ment of earnings

Provides for the enforcement of the support obligation of the absent parent of
an AFDC child by attachment of earnings after judgment.

Allows attachment of absent parent earnings in court actions to enforce
support obligations to children receiving welfare aid.

c. Sections 10, 25, and 27.--Social security numbers
Requires the social security numbers of the parents on birth certificates, on

the redetermination of eligibility and absent parent statements, as well as
certain other information-all designed to assist in locating absent parents.
d. Section 18.-Grand jury review of support activities

Revises the provision requiring review of county child support activities and
would require annual review by an auditor appointed by the county grand jury.
A report would be made to the County Board of Supervisors and to the State
Department of Social Welfare annually.
e. Sections 25.4 and 25.5.-Absent parent obligation

A parent whose absence from the family results in the family's eligibility for
aid shall be obligated to repay the amount of aid so paid. The District Attorney
of the county administering such aid is required to enforce this obligation.
f. Section 30.-Enforcement of support

Shortens the time for referral to the District Attorney of absent parent cases,
provides for use of liens where appropriate, and would give the District Attorney
the authority to request immediate referral to his office of any absent parent case
for prosecution.
V. Section 3.-Support recoveries

Provides counties with a greater share of repaid or recovered monies as an
inducement for county recovery efforts in the area of parental support liability.

h. Section 3302.-Support enforcement incentive fund
Appropriates state funds to the counties to offset county welfare costs to the

extent of 75 percent of the amounts received or collected from absent parents.
This is an incentive to the counties to retrieve absent parent payments. (The
75 percent applies to non-federal share).
. Sections 8.6 and 26.1.-Support by remarried mothers

Provides that the wife's interest in the community property, including earnings
of her husband, is liable for support of her children with certain deductions.
This would allow a remarried woman to ue her community property interest In
her husband's earnings, as well as her own. to support her children to the extent
the natural father was not meeting his support obligation. However, all direct
obligations of stepfathers are eliminated.

V. OAS RELATiVE'S RESPONSrBILITY

a. Section 8.-Duty to support aged parents

Requires the children of a person recepiving aid to the aged (OAS) to support
such person to the extent of their ability.
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b. Section $3.-OAS relatives' responsibility
Permits SDSW Director to increase the amount of support an adult child

must contribute toward the support of a parent receiving OAS, depending on
the adult child's ability to pay.

c. Section 34.-Contributions paid to county
Requires adult children's contribution toward the support of parents receiving

OAS to be paid directly to the county.

d. Section 34.1.-Discretion of SDSW director
States that OAS Relatives' Responsibility Program is operative at discretion

of Director of State Department of Social Welfare.

VI. RESIDENCE

a. Section 23.5.-Out-of-state recipients
Provides that the continued absence from the state of a recipient of public

assistance will constitute prima facie evidence of his Intent to establish residence
elsewhere after a period of 60 days as opposed to the present period of one year.
Requires the counties to make the necessary Inquiries of such recipients.

b. Section 24.65.-Emergency residence requirement
Establishes a one-year residence requirement for needy relatives under the

AFDC program when the unemployment rate In the county of residence exceeds
6 percent.

c. Sections 23.6, 24.01, 24.6, 32.5, 38 and 39.5.-Durational residence requirements
Eliminates all existing durationall) residence requirements, but makes clear

that aid may be granted only to state residents.

d. Section 24.-Illegal aliens
Permits an alien to receive welfare if he certifies under penalty of perjury

that he is In the country legally and entitled to remain indefinitely, or that he
Is not under order for deportation, or that his spouse Is not under order for
deportation. Upon such certification aid shall be paid pending verification by
the U.S. Immigration Service.

If alien can prove he has been In U.S. continuously for past 5 years, further
verification of legal residence Is not mandatory on county.

VII. OVERPAYMENTS

a. Section 9.5.-Duplicate warrant
Provides that where a welfare check Is lost or destroyed, and only a portion

of the original amount is still due, the county auditor shall, upon the filing of an
affidavit, issue and deliver to the legal owner or custodian a duplicate welfare
check for .the amount still due.

b. Section 20.8.-Restitution for underpayments, overpayments, fraud
This amendment would reduce the period for a recipient to claim underpay-

ment from 4 years to one year; would extend from two to six months the period
of time a county has to seek an adjustment for an overpayment; and would
allow a county one year following discovery of fraud to adjust grants, instead
of the present two months.

c. Section 22.5.-Repaytment of aid by ineligible recipient
Requires the repayment of aid received by a recipient in good faith but when

he was in fact Ineligible because he owned excess property.

vII. SOOTAL SERVICES

a. Sections 61 and 1.-Family planning
Requires counties to contract with the State Department of Public Health

to provide family planning services for recipients of childbearing age desiring
each services.

Appropriation: $1 million
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b. Sections 18.3 and 18...--Chid care
Requires counties to provide child care services for former, current, and

potential recipients of public assistants who certify that they would otherwise
be unable to accept or maintain employment or training and that they would,
therefore, remain eligible for aid. The counties would be authorized to charge
a fee for these services based on the ability of a person to pay.

A child care training program would be initiated giving priority to the train-
ing and employment of pul)lic assistance recil)ients.

Appropriation: $2 million.

c. Section 18.5.-Social services
Enables counties, If they wish, to provide any public social services permitted

by federal law and for which federal participation is available.

d. Section 39.01.-Hcalth care for minors
Parents of emancipated minors cannot be held financially responsible for health

care services.
IX. STATE/COUNTY RESPONSIBILITIES

a. Sections 18.1, 18.2 and 23.-Simplified administration
Provides for contracts between the State Department of Social Welfare and

the counties to enable the Department to simplify and tighten eligibility and
grant determinations.

Also authorizes SDSW to enter Into agreements with the federal government
for purposes of meeting possible requirements of federal welfare reform, with
view to saving state and county funds.

b. Sections 42.5 and 43.-State share in administrative costs
The state will assume 50 percent of the non-federal share of county adminis-

trative costs. beginning in 1972, in eligibity and grant determination, unless
federal government assumes administrative costs (see c. below).

c. Sections 39.1, 39.2, 89.3, 39.4 and 43.--State funding of the aged, blind and
disabled programs

Provides for the stae to pay 100 percent of non-federal grant payments In the
aged and blind programs and 50 percent in the disabled program, beginning in
1972. unless the federal government assumes administrative costs (see b. above).

X. APPROPRIATIONS-SECTION 39.7

a. Family planning (see social services) ---------------------- $1,000,000
b. Child care (see social services) ----------------------------- 2, 000, 000
c. Job development (see employment and training) ---------------- 5,000, 000
d. Career opportunities development (see employment and

training) ---------------------------------------------- 5,000,000
e. Hearing officers-Office of Administrative Procedure (to cancel

welfare fair hearing backlog) -------------------------------- 600, 000

Total ---------------------------------------------- 13,000.000

f. Open-end apropriation-Restores county property taxpayer pro-
tection language vetoed out of budget.

XI. EFFECTIVE DATE.-URGENCY

October 1, 1971 or sooner at discretion of SDSW, except state/county sharing
shifts begin June 1, 1972.

COPY OF THE REPORT OF TIE LEGISLATIVE ANALYST. TIE CALIFORNIA LEGISLATURE'S
NON-PARTISAN ECONOMIC AND FISCAL EXPERT, WHOSE OFFICE STUDIED WELFARE

REFORM IMPLEMENTATION IN NovEMBER, 1971

MAJOR LEGISLATION

Major legislation affecting the administration of welfare in California was
enacted during the 1971-72 fiscal year. Chapter 578, Statutes of 1971 (Senate
Bill 796). requires the implementation of very significant program modifications
relating to eligibility and grant determinations. the administrative and funding
relationship between the counties and the state, OAS responsible relative liability,
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conflder tiality, family planning services, day care services, and employability
programs. Among the more significant changes required to be effected by the stat-
ute are the following:

(1) 150 percent of gross income limitation-Section 25.2 of the chaptered bill
renders ineligible for aid, to the extent permitted by federal law, and AFDC
recipient whose total gross income, exclusive of grant payment ah'd prior to
any deductions, exceeds 150 percent of the need standards for such recipient.
(Section 11267 of the Welfare and Institutions [W. and I.] Code.)

(2) Work Related Expenses-Section 28.1 provides that exemptions related
to expenses incurred by employed AFDC recipients shall be limited to $50 plus
reasonable and necessary costs associated with child care. (Section 11451.6 of the
W. and I. Code.)

(3) AFDC Flat Grant Schedule-Sections 28, 28.5. and 29.1 (a) eliminate the
maximum participating base (MPB) and (b) provide for the establishment of
a flat grant schedule adjusted to reflect only the differing dollar requirements re-
lated to various family sizes. Grants paid to AFDC recipients are required to
equal the amount specified by the schedule when added to all other income avail-
able to the family after deduction from the gross income of the family of the ex-
emptions required by federal and state law. The schedule is required to be
adjusted annually, commencing during the 1973-74 fiscal year. to rellect changes
in the cost of living. (Sections 11450, 11452, and 11453 of the W. and I. Code.)

(4) Special Needs-Section 28 eliminates state participation in the funding of
allowances in the AFDC program for special needs which are not common to the
majority of needy persons. Recurring special needs not common to the majority
of needy persons and nonrecurring special needs caused by sudden and unusual
circumstancee beyond the control of the needy family are to be funded by the
counties. The state continues to participate in the funding of recurring special
needs which are common to the majority of recipients. (Section 11450 of the
W. and I. Code.)

(5) Verification of Eligibility-Sections 23.2 and 25.1 provide that verification
of applications of recipients requiring immediate assistance must occur within
five working days. If eligibility is not verified within five working days, the
county must bear the entire cost of the cash payment made to the applicant.
(Sections 11056 and 11266 of the W. and I. Code.)

(6) Exempt Property-Sections 24.1, 24.2, 24.12 and 24.13 repeal those sections
of the Welfare and Institutions Code which provide for the exemption of certain
personal property in determining eligibility for assistance under the provisions of
the various aid programs. These sections establish maximum value limits relating
to such personal property. (Sections 11155, 11258, and 11261 of the W. and I.
Code.)

(7) Changed Sharing Ratios: Administrative Costs-Section 23 requires that
the State Department of Social Welfare, rather than the counties, assume all
responsibility relating to the control of the eligibility and grant level determina-
tions which underlie the various aid programs. It further requires that the state
fund 50 percent of the administrative costs related thereto. The State Depart-
ment of Social Welfare is permitted, however, to contract with the counties for
the discharge of its responsibilities relating to the determination of eligibility
and grant amounts. This section of the chaptered bill Is not to be implemented
until July 1, 1972. (Section 11050 of the W. and I. Code.)

(8) Changed Sharing Ratios: Grant Costs-Sections 39.1 through 39.4 provide
(a) that the state amd the counties shall share equally the nonfederal costs for
support of ATD cash grant payments and (b) that the state shall assume the full
funding of the nonfederal costs for support of cash grant payments made to
recipients of the three other adult aid programs, AD, APSB and OAS. This sec-
tion of the chaptered bill is not to be implemented until July 1, 1972. (Sections
15201, 15202, 15203, and 15204 of the W. and I. Code.)

(9) Lump Sum Income and Casual and Inconsequential Income--Sections 22,
24.3. 24.4, 24.14 and 32.9 of the hill very significantly reduce the exemptions which
can be claimed on the basis of the lump-sum income and casual and inconsequen-
tial income provisions of the Welfare and Institutions Code. (Sections 11018,
11157, 11262, and 12052 of the W. and I. Code.)

(10) Absent Parents and Stepfather Restrictions-Various sections provide for
the implementation of administrative machinery needed to facilitate the collection
of absent parent payments. In addition, Section 8.6 requires that a wife's com-
munity property interest in a stepfather's income be used for support of her chil-
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dren by a previous marriage. The section further provides, however, that In
determining the wife's interest In her husband's community property, all prior
support liability of her husband as well as $300 of his gross monthly income shall
first be excluded. (Section 512.75 of the Civil Code.)

(11) OAS Responsible Relative Liability-Section 33 authorizes a very sig-
nificant increase in the relatives' contribution scale. In addition, the bill requires
that relatives' contributions be paid directly to county welfare departments
rather than the recipient. (Section 12101 of the W. and I. Code.)

(12) Confidentiality-Sections 11.5, 12, 13 and 14 permit the release of in-
formation by the State Franchise Tax Board and the Department of Human Re-
sources Development to the Director of the State Department of Social Welfare for
the purpose of determining entitlement to public social services. In addition, Sec-
tion 19 permits county welfare departments to release lists of applicants for, or
recipients of, public social services to any other county welfare department, the
State Department of Social Welfare, or any other public agency to the extent
required to verify eligibility. (Section 19286.5 of the Revenue and Taxation Code,
and Sections 1094, 1095 and 2714 of the Unemployment Insurance Code.)

(13) Work Programs-The statute appropriated $7 million to the State Per-
sonnel Board for support of special work projects and career opportunities de-
velopment programs and $2 million to HRD and SDSW for the work incentive
program (Sections 11300-11308 of the Welfare and Institutions Code, Sections
5000-5403 and 12000 of the Unemployment Insurance Code.)

(14) Day Care Services-The statute appropriated $3 million for support of
an expansion of day care services throughout the state. Specifically, it requires
each county to establish a day care program in cooperation with the Depart-
ments of Human Resources Development and Education. (Sections 10811 and
10811-5 of the Welfare and Institutions Code.)

(15) Family Planning Services-Sections 16 and 17 provide that family plan-
ning services shall be offered to all former, current, or potential recipients of
child-bearing age. These services are to be provided on the basis of contracts
between county welfare departments and the State Department of Public Health,
subject to the approval of the State Department of Social Welfare. Section 39.7
(a) appropriated $1 million to the Department of Public Health, to be used in
conjunction with $3 million In federal matching funds, for provision of the fam-
Ily planning services. (Sections 10053.2 and 10053.3 of the W. and I. Code.)

CHAPTER 578: FULL-YEAR SAVINGS ESTIMATE

The Department of Social Welfare estimated that passage of the act would
generate, on a full fiscal year basis, a General Fund savings of approximately
$59.5 million during 1971-72. Table 2 depicts the estimated full-year savings
associated with the various provisions incorporated into Chapter 578.

TABLE 2.-SDSW estimated 8aving8 associated with implementation of
chapter 578

Savftgs
Provision: (milions)

1. 150 percent of gross income limitation ---------------------- $4. 6
2. Work-related expense exemption limitation ------------------ 12. 0
3. AFDC fiat grant schedule -------------------------------. 0
4. Stricter eligibility standards including reform of (a) special

needs, (b) verification of eligibility, (c) exempt personal prop-
erty --------------------------------------------- 15.0

5. Standardized eligibility operations including (a) changed shar-
ing ratios relating to grant and administrative costs and (b)
contracting with counties to achieve enhanced administrative
efficiency (not to be fully implemented until July 1, 1972) ------ 5.0

6. Lump sum income and casual and inconsequential income re-
strictions -------------------------------------------- 5

7. Absent parents and stepfather restrictions ------------------ . 8
8. OAS responsible relative liability scale --------------------- 17. 6
9. Confidentiality --------------------------------------- 11.3

10. Work programs including day care services (cost) ------------ 12.0
11. Family planning (cost) --------------------------------- 1.0

12. Others (cost) --------------------------------------

Total savings ------------------------------------ 59. 5
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DELAYED IMPLEMENTATION OF CHAPTER 578

With the exception of the provisions relating to (1) state assumption of
the responsibilities underlying eligibility and grant determinations and (2)
changed administrative and grant cost sharing ratios, which are to become effec-
tive July 1, 1972, implementation of Chapter 578 was scheduled for October 1,
1971. Since the implementation date was three months subsequent to the
start of the fiscal year, the savings estimates associated with passage of the
act had to be adjusted to reflect a maximum potential savings accrual period
of only three-quarters of 1971-72 fiscal year. The adjustment reduced the maxi-
mum savings estimate for 1971-72 from $59.5 million to $44.6 million.

SURVEY OF IMPLEMENTATION OF CHAPTER 578

In early November, one month after the chaptered bill was scheduled to
be implemented, we undertook a county survey In order to determine the extent
to which the bill had been implemented and, in addition, the effectiveness of
the administrative procedures developed by the department to effectuate the
implementation. The survey was signed to serve as a monitoring device which
could be used to determine the impact of the act throughout the course of the
entire fiscal year. The survey will be updated in February and May of 1972.
Sixteen counties, representing approximately 85 percent of the AFDC case-
load and approximately 80 percent of the adult caseload, have been selected
to participate in the survey.

SURVEY FINDINGS FOR OCTOBER 1971

The November survey indicated that the October implementation of Chapter
578 was undertaken amidst considerable administrative confusion. Of the 13
major provisions of Chapter 578 which we reviewed in our survey, only three-
the work-related expense limitation, the casual and inconsequential income
restriction, and the stepfather restriction-were fully implemented in all 16
of the survey counties. However, of these three provisions, only two were
se'uring savings of any significance, the work-related expense limitation and
the stepfather restriction.

Five of the provisions, the 150 percent of gross income limitation, the AFDC
flat grant ,chedule, the family planning provision, the confidentiality provision,
and the employability program including day care services, had not been
implemented In any of the 16 survey counties.

The remaining four provisions, the five-day verification of eligibility restric-
tion, the special needs restriction, the lump-sum income restriction, and the
OAS responsible relatives' liability scale, had been partially implemented in
several but not all of the survey counties. However, the counties which reported
having implemented these four provisions indicated that significant savings
related thereto had not yet materialized.

Table 3 summarizes the extent of implementation achieved during October.

TABLE 3.-IMPLEMENTATION OF MAJOR PROVISIONS OF CHAPTER 578, NOVEMBER 1971

Fully implemented Not Implemented Partially implemented

$50 work-related expense limitation... 150-percent gross income limitation I.. 5-day verification of eligibility (no
saving accruing).

Casual and inconsequential Income AFDC flat grant schedule ............ Special needs restrictions (norestriction (but no savings savings accruing).
accruing).

Stepfather restriction ................ Family planning k ................... Lump sum Income restrictions (no
savings accruing).

Confidentiality ' ..................... OAS responsible relatives liability
Employability programs including scale (no savings have materialized).

day care services 3.

I Counties instructed not to Implement by the Department of Social Welfare.
'I nvalidated by the California Supreme Court.
I Counties had received no implementing regulations from the State Department of Social Welfare.
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SURVEY FINDINGS FOR OCTOBER 1971: SAVINGS REESTIMATE

The extent of implementation revealed by our November survey caused us to
further recalculate our estimate of savings associated with passage of the act.

The reestimate was not intended to reflect the maximum potential savings
which we expected to accrue as a result of passage of the act. Rather, it was
intended only to indicate the amount of savings which would accrue unless the
act were more effectively and extensively implemented during the ensuing months.
Table 4 summarizes the calculations underlying our November reestimate.

TABLE 4.-CHAPTER 578 SAVINGS ESTIMATES ADJUSTED TO REFLECT NOVEMBER SURVEY FINDINGS OF
OCTOBER IMPLEMENTATION

Iln millions

Further adjusted
to reflect

Estimated full Adjusted to actual October
year 1971-72 reflect delayed implementation

saving; depicted implementation per county
Provision in table 0 on Oct. 1, 1971 survey

1. 150 percent of gross income limitation ..................... $4.6 $3.4 ...............
2. Work-related expense limitation ........................... 12.0 9.0 $9.0
3. AFDC flat grant schedule ............... . . . ..-------------------------------------------------------------
4. Stricter eligibility standards including reform of (a) special

needs, (b) verification of eligibility, and (c) exempt personal
property ......................................... 15.0 11.1 ................

5. Standardized eligibility operations including (a) changed
sharing ratios relating to grant and administrative costs,
and (b) contracting with counties to achieve enhanced
administrative efficiency-....._.. . 5.0 3.7 ................

6. Lump sum income and casual and inconsequenti3l income
restrictions ............................................ 5 .4 .4

7. Absent parent and stepfather restrictions ------------------ 6.8 5. 1 .8
8. OAS responsible relative scale ---------------------------- 17.6 13.2 (')
9. Confidentiaity ----------------------------------------- 11.3 8.6 ................

10. Work programs including day care services ------------------ 1 12.0 29.0 .............
11. Family planning services ................................. 21.0 '.8 .............
12. Others ................................................. 1 3 2.1 '.1

Total savings .................................... 59.5 44.6 10.1

I Survey Indicated that counties, because of court challenge, are placing contributions collected from relatives in trust
rather than using them as abatements to offset grant costs. Therefore no savings have yet materialized.

' Cost.

COUNTY-STATE PROBLEMS CONTRIBUTING TO CONFUSION UNDERLYING IMPLEMENTATION
OF CHAPTER 578

In addition to revealing the confusion which characterized implementation of
0hapler 578 during October, the November survey also highlighted many of the
specific factors which gave rise to the confusion.

(A) Department Reorganization-Throughout the course of the current fiscal
year, the Department of Social Welfare has been undergoing a major reorganiza-
tion. The reorganization reflects a reordering of priorities on the part of depart-
mental management. Specifically, the fiscal responsibilities of the department are
being emphasized much more than in the past, and, correspondingly, the service
responsibilities of the department are being less emphasized. We do not find fault
with some shift of emphasis based upon a more realistic assessment on the part
of departmental management of the relative Importance of its service and fiscal
functions. Nevertheless, we do question the wisdom of attempting to undertake
a major departmental reorganization while at the same time attempting to imple-
ment the most complex, massive, and significant welfare act in the state's history.

The effective implementation of any major program change requires an admin-
istrative apparatus which Is stable. Firnly established relationships between
organizational units and management personnel within a department and be-
tween the department and other governmental agencies are indispensable pre-
conditions for undertaking an efficient program implementation effort. Conse-
quently, it would appear that a departmental reorganization, which disturbs such
relationships, should not have been attempted while the department was engaged
In an effort to implement major program modifications. The Department of Social
Welfare, we believe, by attempting to undertake reorganization while at the
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same time implementing Chapter 578, made administrative confusion almost in-
evitable.

(B) Elimination of the Field Representatives and the Erosion of the State-
County Relationship--A serious administrative failing arising from the depa.-
ment's reorganization efforts was, we believe, the elimination of the department's
field representatives and the resultant weakening of the state-county relation-
ship. The SDSW field representatives have in the past helped to coordinate and
supervise on a day-to-day basis the activities of the 58 county welfare depart-
ments-the specific governmental units charged with the responsibility of directly
administering the state's welfare programs.

'DSW departmental management was not unaware of tile communication and
supervisorial difficulties which were generated because of the elimination of the
field representatives. It did attempt to establish new points of liaison with the
counties. Nevertheless, almost without exception, tile various counties included in
our November survey Indicated that the termination of the field representative
function resulted in a critical communications and supervisorial breakdown be-
tween the counties and SDSW at a time when such a breakdown could have been
least afforded.

In short, rather than exerting every effort to reinforce time relationship between
the state and the counties in order tu, expedite implementation of Chapter 578,
the SDSW management chose to delete from the department's organizational
structure a key administrative link with the counties-a link which county wel-
fare officials have relied upon heavily in the past. The ad hoe, interim points of
contact which the state department established as substitutes for tile field repre-
sentative positions proved to be incapable of providing the level of comimunica-
tions and supervisorial efficiency necessary to assure a smooth implementation
of Chapter 578.

(C) Circumvention of County Welfare Directors' Association (CWDA) by
SDSW-The elimination of the field representative function Is, while important
in itself, also symptomatic, we believe, of a deeper, more general deterioration
of the relationship between the State Department of Social Welfare and the
various county welfare departments throughout the state. Testifying to this
deeper, more general deterioration is the manner in which state welfare officials
largely circumvented the County Welfare Directors' Association (CWDA), the
primary organizational entity representing and reflecting the interests and
concerns of county welfare officials, during the initial drafting stages of the
implementing welfare reform regulations. Recourse to CWDA by the State
Department of Social Welfare is not required by statute. However, in the past
CWDA has provided important input to the department relating to (a) how
properly to draft regulations, (b) the clarity and completeness of proposed regu-
lations, (c) the administrative workability of proposed regulations, (d) potential
legal problems associated with proposed regulations, (e) the consistency of
proposed regulations with those already implemented and (f) the need for new
regulations. CWDA has, in addition, played an important role in identifying
problem areas associated with the state's welfare programs and has suggested
workable solutions. Its publication of Time for Change constituted time basis
for many of the reform provisions incorporated into Chapter 578. Finally, the
organizational structure of CWDA provides for a quick assignment of important
program and fiscal matters to appropriate informed personnel, Iermitting it
thereby to function as a ready information resource. Valuable information re-
lating to the program and fiscal impact of the departmen:t'- proposed regulations
Implementing Chapter 578 could have been provided to SDSW by CWDA had
the relationship between the two organizational entities been more firmly estab-
lished and more rigorously exploited. Instead, an inadequate level of county
input characterized implementation of Chapter 578 resulting, we believe, in a
considerable loss of administrative efficiency as well as additional costs to the
taxpayer. Further discussion of the frayed relationship between state and county
welfare officials is discussed in Item 255 of the Analysis.

The following recommendations have been made in order to (a) reinforce
the state-county relationship by grounding It in formalized, institutional pro-
cedures; (b) provide for a routine county check of the clarity, completeness,
workability and consistency of proposed departmental regulations: and (c)
afford counties adequate lead time to prepare for implementation.

(1) We recommend that the Legislature require the State Department of
Social Welfare to submit all new proposed regulations to the executive committee
of the County Welfare Directors Association for its advice. I
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(2) We recommend that the Legislature require the State Department of
Social Welfare to submit the proposed regulations to the executive committee
no later than 30 days prior to the date of filing with the Secretary of State
unless a regulation is to be adopted on an emergency basis in which case it shall
be submitted to the executive committee no later than 05 days prior to the date
of filing.

(3) We recommend that the County Welfare Directors Association and the
Director of the State Department of Social Welfare be required to Jointly develop
specific criteria establishing the basis for the issuance of emergency regulations.
The association and the director should be further required to submit no later
than the 30th day of the 1973 legislative session a listing of such criteria to
the Legislature.

(4) We recommend that in all cases in which tile Director does not abide
by the advice of the association, he be required to submit to it within 15 days
a report specifying in detail the reasons for his refusal.

(D) Internal Departmental Weakness--In addition to eliminating critical
points of contact with the counties and, in general, damaging the relationship
between state and county welfare officials, the department's reorganization
efforts tended, we believe, to seriously weaken the relationship between the
services and program staff of the department on the one hand and the fiscal,
regulations, and executive staff of the department on the other. The counties
which we surveyed indicated that many of the difficulties associated with the
regulations developed and promulgated by the department to implement Chap-
ter 578 could have avoided or at least alleviated if departmental management
had vigorously required an adequate level of input on the part of its own program
and services experts.

(E) Inadequate Lead Time-without exception, the counties included in our
November survey reported that the administrative difficulties associated with
the lack of adequate lead time were, in many cases, insurmountable. Senate Bill
796, Chapter 578, was signed by the Governor on August 13, 1971. The bill was
scheduled to become effective on October 1, 1971. The amount of lead time, there-
fore, afforded to the State Department of Social Welfare and the 58 county
welfare departments throughout the state amounted to only 33 working days.
In comparison to the amount of lead time provided by other major reform bills
enacted by the California Legislature during recent years, a lead time of only 33
working days is indeed very short. The Lanterman-Petris-Short Act, which re-
vamped the provision of mental health services, was passed by the Legislature
during 1967 with an effective date of July 1, 1969, a lead time of approximately
two years. The Lanterman Mental Retardation Services Act, which established
wholly new procedures for the care and treatment of mentally retarded persons,
was enacted during the 1969 Legislative Session with an effective date of July 1,
1971, a lead time of again approximately two years. The State Aid for Probation
Services Act, which reorganized the probation system in California, was passed
during 1965 with an operative date of July 1, 1966, a lead time of approximately
one year.

Furthermore, although Chapter 578 was signed by the Governor on August 13,
1971. the initial guidelines for implementation were not provided to the counties
until September 2, 1971. The guidelines, however, were not regulatory in effect,
nor could it have been reasonably expected that the guidelines would be effectively
used by the counties as a basis for planning implementation. At the most, the
guidelines issued on September 2 amounted to little more than a summary descrip-
tion of the act Itself. On September 14. supplementary guidelines were issued to
the counties via telegram. These guidelines, like those iss'k d on September 2,
amounted to little more than a summary description of Chapter 578 and did not,
therefore, furnish an adequate planning basis for implementation of the act.
Further guidelines, similar to those issued on September 2 and 14, 'were provided
to the counties on September 16 and 20. Finally, on September 23 through 29,
advance and filed copies of the regulations began to arrive at county welfare
departments. The actual amount of lead time, therefore, provided to county wel-
fare departments to gear-up for implementation of Chapter 578 totaled little more
thnn six working days.

The lack of adequate lead time cannot be attributed to the State Department
of Social Welfare nor to the 58 county welfare departments throughout the state.
It was inherent in the act itself. However, county welfare officials have indicated
that the absence of lead time has been an endemic problem during recent years.
There can be no doubt that unless It is satisfactorily remedied an efficient imple-
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mentation of departmental regulations will not be possible. We believe that the
adoption of recommendations No. 2 and No. 3 (page 719 of the analysis) should
help not only to reinforce the relationship between state and county welfare
officials but, in addition, produce the lead time required by the counties.

(F) Inadequate Training-Many of the difficulties associated with thee
department's implementation of Chapter 578 during October 1971 can be at-
tributed to an inadequate training effort on the part of the department. One of
the most effective means of assuring an efficient implementation of any major
program change is to furnish adequate training to the administration personnel
responsible for effecting the change. Regardless of the amount of lead time
provided and the adequacy of the Implementing regulations, it is not reasonable
to expect an effective implementation of a major program change in the absence
of an intelligently devised and efficiently executed training effort. The orga-
nizational structure of the Department of Social Welfare appears to reflect an
understanding of this administrative principle. Specifically, a county training
bureau is included in the administrative branch of the department. Ostensibly, it
is charged with the responsibility of developing and implementing for county
use training programs related to eligibility and grant determinations as well as
the provision of social services.

However, notwithstanding the (lepartlmnt's estalblishment of a county training
bureau, county welfare officials indicated during our Novemher survey that (le-
loartmental training related to the implementation of Chapter 578 was totally in-
adequate. The department di( provide for one statewide training conference to
which key county personnel were invited. However, the county welfare officials
interviewed indicated that the training )rovided at the conference was not very
useful. They further noted that bcx.ause the conference was not held until Septem-
ber 29, 1971, only two (lays prior to the scheduled implementation of tile act. the
training, even if it had been adequate, could not have been brought back to the
counties and put into effect in time to have lessened the administrative difficulties
which developed during the first two weeks of October 1971.

Again, the absence of adequate training cannot be fully attributed to tile State
Department of Social Welfare. The department was not provided sufficient lead
time to l)ermit the development of an effective training program. Nevertheless, the
counties which we surveyed reported that the county training bureau of the
State Department of Social Welfare has not furnished adequate training services
to county welfare personnel even when sufficient lead time was available. County
welfare officials further complained that in the past the bureau (a) did not suffi-
ciently stress training for eligibility workers and (b) employed classroom instruc-
tion techniques rather than on-the-Job training.

The department's failure to provide effective training to county welfare depart-
ments reflects, we believe, an inadequate estimation of the crucial administrative
role of the training function. Effective training of county personnel by a central-
ized state training agency could, more than any other single undertaking, help to
accomplish a uniform, efficient implementation of welfare regulations. Further-
more, the department's past stress upon the training of social workers rather than
eligibility technicians is difficult to understand. The eligibility and grant adininis-
tration of county welfare departments Is far larger, more costly, more complex,
and much more vulnerable to administrative wea Kiesses than the administrations
of tile social service function. The vast organizational network of county welfare
departments relates almost entirely to the determination of eligibility and the
payment of grants. In comparison, the social services program Is merely an ad-
junctive function. The adoption of the following recommendations will, we be-
lieve, help to establIsh an appropriate role for the department's bureau of county
training.

(1) We recommend that the Department of Social Welfare be required to
develop specific, measuralde goals as well as l)otentlal outputs for its bureau of
county training and that these goals and outputs be included in the department's
program budget statement. for fiscal year 1973-74. Tlme goals developed by the
department should (a) assure a uniform application of welfare regulations
throughout the state, (b) reflect a much heavier emphasis upon the training
eligibility technicians than social workers, and (c) stress the use of on.the-Job
training in preference to classroom Instruction. A listing of the goals developed by
the departmentt should be provided to the Joint Legislative Budget Committee no
later than June 30, 1972.

(2) We recommend that because of the altered training needs of county wel-
fare departments, the ('hief of tile Bureau of County Training, State l)epartmnent
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oe Social Welfare, not be required to possess a master's degree in social work,
which is the case under current departmental regulations.

" COURT OHATLR NOES: CHAPTER 578

Compounding the administrative difficulties generated by departmental reor-
-anization, Inadequate lead time and poor training was a series of court ehal-
lenges directed at various provisions of Chapter 578 during the last three months
o, 1971. Specifically, suits were initiated against (a) the $50 work-related expense
limitation, (b) the AFDC fiat grant schedule, (c) the stepfather restrictions, (d)
the OAS liability scale, and (e) the alleged inadequacy of notices of terminations
and grant reductions sent by county welfare departments to affected recipient-'.

(1) The $50 Work-Related Expense Limitation-On September 22, before the
counties had received even the first packet of implementing regulations, the
Sicramento Superior Court issued a temporary restraining order enjoining imlk-
tilementation of the $50 work-related expense limitation. On September 28. how-
ever, the Court of Appeals, Third Appellate District, stayed execution of the
restraining order.

Ten days later, on October 8, the Sacramento Superior Court issued a pre-
liminary injunction enjoining any further implementation of the provision. The
State Department of Social Welfare appealed the injunction to the Court of Ap-
peal, Third Appellate District. Five days later, the State Attorney General
advised the department that its appeal of the preliminary injunction had re-
suited in a stay of Its execution. Consequently, the department directed the
counties, pursuant to the advice of the Attorney General, to continue to implement
the provision. However, on October 27, the Sacramento Superior Court issued
another order stating that its October 8 preliminary injunction had not been
stayed by the appeal and that full compliance should be immediately effected.

On November 1, the department filed an appeal from the Octobler 27 superior
cotirt order. On the same day, the Attorney General advised the department that
(1) the Sacramento Superior Court had no jurisdiction to issue its October 27
order and (2) the order was, in any case, stayed by the November I appeal. How-
ever, on November 4, the Court of Alppals. Third Appellate District, declined to
stay execution of the October 27 Sacramento Superior Court order.

Approximately one month later, on December 8, the California Supreme Court
refused to transfer the case from the Third Aplellate District and declined to
halt further proceedings in the superior court. The following da , the depart-
ment notified the counties to cease implementing the provision.

Administrative costs: The counties included in our November survey reported
that a significant portion of the excessive administrative costs Incurred during
October was attributable to the confusion generated by this court challenge.
They expressed the further coneern--a concern which proved later to be well-
founded-that eventually the court challenge would result in a stay of imple-
mentaltion which would entail additional administrative costs to the counties by
requiring expensive retroactive grant adjustments.

(2) The AFDC Flat Grant Schedule-On September 29, the California Supreme
Court issued an order staying operation of Section 28, the section of the act
relating to the AFDC flat grant schedule, pending a final determination of the
proceedings. Enforcement of the entire section wes stayed.

The State Department of Social Welfare, claiming that the September 29 order
precluded issuance of the October 1 AFDC grant payments. sought a clarification
from the court on September 30. As a result, the California Supreme Court mo-
dified its September '29 order staying operation of Section 28 only as it affected
subsection A of Section 11450 of the Welfare and Institutions Code. Procedurally,
this required (1) reversion to the old MPB, including the 21.4 percent increase
required by departmental regulations issued in April, and (2) the use of the
new minimum standard of adequate care, Section 11452, instead of the old coded
co(4t s-edules. Nonexempt income was to be deducted from the minimum stand-
ard of adequate care rather than the fiat grant schedule as required by the in-
validated portion of Section 28.

This procedural change required county welfare departments to recoml)ute all
of the October 1 AFDC grant )ayments. Such a recompiltation was, of course, ad-
ministratively impossible given a lead time of only one day. Consequently, the
State Department of Social Welfare filed an emergency regulation with the
Ser-retary of State to permit AFDC monthly grants to be paid in two unequal
in-tillments. This revision allowed counties to release the miscalculated October 1
AFI)C checks, which had been computed on the basis of subsection A, and correct
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for overpayments or underpayments in the balance of the monthly grants in-
cluded in the midmonth October 15 payments. Nevertheless, several counties, not-
withstanding the emergency regulations issued by the department, failed to mail
the October 1 AFDC checks. Apparently, the confusion generated by a failure
to anticipate the September 29 and 30 California Supreme Court orders in con-
Junction with the breakdown of the communication and supervisorial relation.
ship between state and county welfare officials proved simply too overwhelming
to permit an orderly -release of the first October grant payments as scheduled.

On December 6, the California Supreme Court invalidated subsection A of
Section 11450 of the Welfare and Institutions Code. The court ruled that non-
exempt income must be deducted from the minimum standard of adequate care
(Section 11452) 'not from the grant schedule. In addition, the court decision im-
plied a return to the computation of AFDO payments on the basis of the flat grant
schedule. (The September 30 California Supreme Court order had required that
the computation of AFDC grant payments be made on the basis of the old MPB
plus the 21.4 percent increase required by departmental regulations issued in
April.)

The effect of the December 8 California Supreme Court order was to generate
increased costs to the state. As originally designed, Section 28 would have entailed
no additional costs. Specifically, the savings resulting from grant decreases to
families with nonexempt outside income would have approximately balanced out
the costs resulting from grant increases to families with no nonexempt outside
income. However, as a result of having invalidated the deduction of nonexempt
income from the AFDC fiat grant schedule and requiring instead that the deduc-
tion be made from the need standard, the court decision has, in effect, eliminated
the savings aspect of the provision while at the same time approving the cost
aspect. We estimate that additional state funds of approximately $12 million
will be required as a result.

Administrative Costs: Between October 1 and October 15, the date the second
payment of the October grant was scheduled to be mailed to recipients, all of
the counties included in our November survey were able to secure sufficient
clarification from the State Department of Social Welfare to permit a recalcula-
tion of the October grant and to adjust the October 15 payment accordingly.
Thus, by the end of October, county welfare officials had largely overcome the
initial confusion resulting from not planning for the two California Supreme
Court orders. However, the administrative cost-% generated by that confusion were
excessive. Many county welfare departments, especially those which have not
developed automated procedures for determining grant amounts, were compelled
to spend large amounts of county funds for support of overtime payments to staff.

(3) The Stepfather Restrictions-On October 6, -the Sacramento Superior
Court issued a temporary restraining order enjoining Implementation of the step-
father restrictions. The case was, however, limited to three named recipient&
On October 19, the court broadened the case to a class action and issued a pre-
liminary injunction. The department immediately appealed the Injunction to the
Appellate Court, Third Appellate District, and eight days later, pursuant to ad-
vice provided by the Attorney General, notified the counties that its appeal of
the October 19 injunction had resulted in a stay of its execution. Accordingly,
the department directed the counties to continue to implement the provision.

On November 19, the Court of Appeal, Third Appellate District, declined to
halt further proceedings in the Sacramento Superior Court Accordingly, three
days later the State Department of Social Welfare directed the counties to cease
implementing the provision. On December 2, the department issued new regula-
tions which required evidence that a stepfather's income is actually available,
rather than merely assumed to be available, to the wife for support of her chil-
dren by a previous marriage.

Administrative Costs: The November survey did indicate that implementation
of the stepfather restrictions had been inefficient and excessively costly. However,
the survey produced evidence revealing that the confusion which resulted was
more attributable to inadequately developed regulations than to the October 6
court challenges

(4) The OAS Uability Scale--On October 20, the Sacramento Superior Court
issued a temporary restraining order enjoining enforcement of the OAS liability
scale. However, nine days later the Court of Appeal, 'third Appellate District, va-
cated the temporary restraining order and halted all further action of the Sacra-
mento Superior Court, pending final determination of the proceedings scheduled
for January 19, 1972

Many of the counties, because of the uncertainty generated by the court chal-

71-573 0- 72- pt. - 7
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lenge, are placing the contributions secured from relatives into trust funds rather
than using the contributions as abatements to offset the cost of the OAS program

(5) The Inadequacy of the 15-Day Notices of Termination and Grant Reduc-
tion--On September 28, the United States District Court for the Northern Dis-
trict of 'clifornia Issued a temporary restraining order enjoining implementa-
tion of the Scheduled October 1 AFDC grant terminations, suspensions and
reductions The issuance of the temporary restraining order was based upon the
alleged Inadequacy of the SDSW designed 15-day notice of grant changes sent
by county welfare departments to affected recipients. The court order further
required that prior to October 8 supplemental payments be sent to recipients
w-hose October 1 checks could not be corrected due to Insufficient lead time.

Administrative Costs--Because the court order required supplemental checks
to be issued prior to October 8, county welfare departments were precluded from
correcting for October 1 payment errors through a simple adjustment of the mid-
month check. The counties reported that this resulted in very significant increased
administrative costs in addition to further delaying Implementation of Chapter
57&

COURT CHALLENGE: SAVINGS BEESTMATE

The court action which occurred during October, November and December re-
quired us to again recalculate our estimate of savings associated with implemen-
tation of Chapter 57& Table 5 depicts the amount of savings (cost) which can

TABLE 5.--CHAPTER 578 COST-SAVINGS ESTIMATES ADJUSTED TO REFLECT DELAYED IMPLEMENTATION AND
COURT ACTIONS

(in millions)

Further adjusted
to reflect both the

results of the
Estimated full Adjusted to county survey fof
yar 1971-72 reflect delayed October and the

savings depicted implementation November and
in table 0 on Oct. 1, 1971 December co-rt

actionProvision

1. 150 percent of gross Income limitation .................... $4.6 $3.4 (1)
2. Work-related expenses limitation .......................... 12.0 9.0..........
3. AFDC flat grant schedule ................................................................. " -12.0
4. Stricter eligibility standards including reform of (a) special

nods, (b) verification of eligibility, and (c) exempt personal
property ................................... 15.0 11. 0)

5. Standardized eligibility operations lncludIngoa) changed shar:
Ing ratim relating to grant and administrative costs, and (b)
contracting with counties to achieve enhanced administra-
tive eficency ........................... 5037 )

6. Lump sum Income and casual and InconsequentialI~incoe5.37()
restrictim ......................................... .4 -.4

7. Absent parent and stepfather restrictions .................. 6. 8 5.1 ................
8. OAS responsible relative scale ............................ 17.6 13.2 (')
9. Confidentihlity .......................................... 11.3 8 6 ................

10. Work programs including day care services ................. a 12.0 9.0
11. Family planning services ................................. ' 1.0 2.8
12. Others .................................................. 3 .1

Total savings ...................................... 59.5 44.6 111.6

'Not implemented by order of State Department of Social Welfare.
2Cost.
a County survey conducted durlr.g November indicates no savings are accruing. Currently, staff of our office Is planning to

undertake an additional survey during February. That survey should provide further Information as to savings potential
of this provision.

4 Unknown.
I County survey conducted during November Indictod that counties, because of the court challenge, are placing contri-

butions collected from relatives in trust runds rather than using them as abatements to offset cost o7OAS program. Effect
of this provision must remain unknown pending final determination of court proeendins..I County survey conducted during November indicated than no Implementing regulations had been issued. Currently
staff of our office Is planning to undertake an additional survey during February.
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be, anticipated if the current (December 1971) state of implementation is not
improved during ensing month. It is to be noted that should the current state
of implementation continue to prevail during the re maipder of 1971-7Z a cost to'

the state of approximately $11.6 million may result.
In short,,rather than more extensively inmplemnenting the provisions of Chapter

578 during the. two months following October, state and county, welfare officials
have acttilly lost considerable groUnd because of successful court chaleng6s.

CoXRT CRHLLVNGEs: ADMINISTRATIVE REULATIONS

Implementation of Chapter 578 did not ,constitute the sole basis underlying
-the department's attempt to reform Califorfla's welfare system. The department
proposed additionally to achieve reform and savings by recourse to unilateral ad-
ministrative action. Specifically, the department developed and promulgated the
follwing foUr major regulations. for which no change in state or federal statute,
.....was .thought to be necessary: (a) the elimination of AFDC-U families receiving
Unemployment'Insurance Benefits (UIB) ;, (b) the -redefinition of unemploy-
mert to require that-eligibility for payments under the provisions of the AFDG-U.
program not become- effective until after 30 days of unemployment have ex-
pired; (c) the redefinition of unemployment to require the elimination of AFDO-U
families with heads of households employed for more than 25 hours per -week
(100 hours per month) ;,.and (d) the redetermination of eligibility every four K
months.

(1) Unemployient 'Insurance' Benefits--The regulation. requiring the eimi-
nation of AFDC-U families receiving unemployment insurance benefits was to
become effective Jajfuary'1, 1972. The regulation had been filed with the Secre-
tary of State and issued to the various county welfare departments. However,
the Department of Social Welfare notified the counties by telegram' on Decem-
ber 27 and 28 and by letter on December 29 not to implement the regulation.

Fiscal effect: The department estimates that approximately 15 percent of
AFDC-U families are securing unemployment insurance benefits and, in addi-
tion, are entitled to an average grant of approximately $154 per month. Therefore,
based upoj- thq department's own caseload estimates, the failure to implement
the UIB regulation will result in a loss of savings to the stat6 of approximately
$4.9 million during the current fiscal year.

(2) 80WDay Waiting Period-The- regulation rendering ineligible families with
heads of households unemployed for less than 30 days became effective July 1,
197L However, in December, the Sacramento. Superior Court invalidated the
regulation.'

Fiscal Effects: It Is estimated by the department that approximately three
percent of the AFDC-U cases were affected by implementation of this regulation.,
The average grant Is eetimatd to be approximately $200 per month. Therefore,
based upon the department's own caseload estimates, the invalidation of the
regulation will result in a. loss of savings to the state of approximately $2.6
million during the current fiscal year.

(8) 25-Hour Per Week Redefinition of Unemployment--On March 17, 1971, the
department adopted regulations which required the termination of AFDC-U
families with heads of households employed in excess of 25 hours' per week (100
hours per month). The regulation became effective July 1, 1971. Currently, the
regulation remains in effect.

Fiscal Effect: The department estimates that approximately seven percent of
the AFDC-U cases were affected by implementation of this regulation. The aver-
age grant of the families affected-Is estimated to be $180 per month. Consequently,
based upon the dePartment's estimated caseload, savings to the state of approxi-

*'m Af $2.0 tfillo6 -shoul'a result during the current fiscal year.
(4) The Four-Month Rule--In April 1971,- the department adopted regula-

tions requiring a redetermination of eligibility every four moths. The regula-
tioi became effective on June 1, 1971. It was designed to elifiInnate AFDC fam-

BEST AVAILABLE COPY
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Oies with outside earned income which cannot be exempted *on any basis other
than the work-related expense exclusions.

On May 25, the 'Sacramento Superior Court issued a temporary restraining'
order enjoining implementation of the regulation. However, the Department of
Social Welfare, claiming that it was bound by an earlier Alameda Superior Court
decision, continued to implement the regulation. Finally, on September 22, the
California- Supreme Court invalidated the regulation and, In addition, ordered
retroactive grants to be paid to all of the families eliminated as a result of Its

.Implementation. The court further directed all county__welfare departments to
submit to the Director of the Department of Social Welfare a report identifying
the administrative procedures and actions adopted to assure'compliance with
the order.

Fiscal Effect: We estimate tla the loss of state savings associated with the
invalidation of the regulation totals approximately- $9.0 million for the current
fiscal year.

Table indicates the amount of savings which can be anticipated as a result
of unilateral departmental action if the current (December 1971) state of im-
plementatloni Is not improved during the ensuing months.

TABLE 6.-ESTIMATED SAVINGS FROM UNILATERAL DEPARTMENTAL REFORMS ADJUSTED TO REFLECT COURT
ACTIONS

Estimated full Adjusted to
year savings, effect effect of

11971 -'2 court action
Reuto millions) ' 1971-71

1. UIB regulation .......................................................... $4.9 0
2. 30-day regulation ......................................................... 2.6 0325.hourlweek~ regulation. 2.0 2.0

3.25ho rwek eultin...... .. ;.......... .o..o........ o ......... ... .2020

4. 4.month rule ........................................ ................. 9.0 0

Total . ............................ . ....... t ........... 18. 5 2.0

SUMMARY OF CUBRET STATE OF IMPrEMENTATION OF WELFARE REFORM MEASURES "

Table 7 depicts the current state of implementation of each of the majorvWet-
fare reform measures undertaken by the State Department of Social Welfare
during the current fiscal year. In addition, the table compares the estimated
full-year savings related to each of the measures with the adjusted savings esti-
mates which are based upon (1) our county survey for Octoberand (2) court ac-
tions which occurred during October, November and December. It should be noted
that if the current state of implementation prevails throughout the remainder
of the 1971-72 fiscal year, the department's reform efforts, both Chapter 578 and
its *unilateral' administrative changes, may cost the state approximately $9.6
million.
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TABLE 7.-STATUS OFWELFARE REFORM MEASURES, JANUARY 1972

[Dollars In millions]

Estimatedfull year
saln a State of Implementation

Difference
between esti-

mated full-year
savings and

Adjusted adjusted
saving savings t

estimate estimate--

Chapter 578:
1. 150 percent of tross In.

... coolimitation.
2. okreilated expense ex.

emption limitation.

3. AFDC fit grant schedule .......

4. Stricter eligibility stand-
ards including form of
(a) special needs, (b)
verification of eligibility,
(c) exempt personal
property.

5. Standardized eligibility
operations Including (a)
changedsharing ratios
relative to grant admIn-
Istrative costs, and (b)
contracting with counties
to achieve enhanced ad.
ministrative efficiency.

6. Lump sum income and
causal and inconse-
tutntiel inconpe restric-

ons.
7. Absent parent and step.

father. restrictions.

8. OAS responsible relative

scile.

9. Confidenteality ........

10. Work progiami including day
care services.

11. Family planning services....
12. Others .................

$4.6 Not Implememted-b order of the depart. 
ment prior to October 1, 1971.

12.0 Implementation enjoined by preliminary In-
junction'. Retroactive grant adjustments
required. (Superior court.)

.Implementation of subsection A, requiring '$12.0
deduction of nonexempt Income from flat
liant schedule enjoined (California Su-preme Cou rt.)

15.0 Review of counties indicated a partial im. (8)

plementation but little savings accrual.

5.0 Not to be fully implemented until July 1,
1972. Review of counties indicates neili-
gible savings.

.5 Review of counties indicated a partial im-
plementation but negligible savings c.-
crual,

-$4.6

-12.0

-15.0

S(4)"

.5 ..........

.6.8 Stepfather restrictions enjoined from being ..........
Implemented by preliminary Injunction.
Retroactive grant adjustments. (Superior
courL) Absent parent provisions not im.
plemented due to administrative difficul-
ties.

17.6 Not fully implemented. Savings accrual po- (S)
tential unknown. Currently, counties nqt
using collected contributions as abat-
mentsagainstte cost of the program.

11.3 Review of counties indicated no imple. (I)
mentation. No regulations adopted by
SOSW.

'12.0. Survey for October indicated no imple- (5)
mentation. No regulations adopted by
SDSW.

11.0 ..... do ............................ (9
31

-6.8

(4)

-11.3

+12O.

+1.3

Total for chapter 578 ........ 5.5.......................... 411.6 -48.5

unnatera uaminiirutuivs reform:
13. UIB regulation ..............
14. 30-day rFeulation........

15. 2S-week regulation......
16. 4,month rule .........

4.9 Implementation enjoined..................... -4.9
2.6 Implementation enjoined. Retroactive .......... -2.6

grnt adjustments required.
2.0 Currently In effect ..................... 2.0 ..............
9. 0 Invalidated by California Supreme Court ........... -9,0

Retroactive grant adjustments re-
quired.

Total for unilateral adman- 18, .................... ...... 2.0 -16.5
Istrative reform.

Grand total ............... 7 . ............................. 19.6 -65.0.

' Cost.
i Negligible (October).
'Unnown (October).
, Unknown.
* October.

s ma

Reform measure
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The attached tables, are taken from the monthly reports of

the California State Department of Social Welfare, Public Welfare-

in California. The Los Angeles County reports on General Home

Relief caseloads are appropriately marked.

The v irtul elimination of the GR family caseload in Los

Angeles has been explained by countywelfare officials as the

result of an accounting procedure which eliminated duplicate -

counting of cases that received both GR and AFDC payments in the

same-Montob. The changewas made possible by legislation which

enabled Los Angeles County to meet emergent needs of APDC applicants

by checks issued from district welfare offices.' Prior to beginning

implementation of the legislation in March 1971, Los Angeles granted

emergency'GR toNAFDC applicants in immediate need and prepared

an AFDC warrant at a central location, a process which took

several days. As a result, such cases were counted twice in

the month of intake - once as GR, once as AFDC.
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TABLIE jib. acNsicAm to0mr. ACL3FPIl
RECIPIENTS AND EXPENDITURES BY 'IVPI ISV CAsr

Count v FORWlv caw% 0 a. FhMI 'ease$ Ofteperson catdi Aid -d
Delson 7*lal in it

Cam Ipersons case Total Averay 70161 AVOID"e cash kind

All'OWN 109 . . . 34.495. 53.055 55 72 S.242.5)6 91,01.464 7086 $4.216.072 64.54 $3,429.414 si.613.)22

Alaened. .. .. ;.. mgf- 309 11.4" 232,11116 12.114 45.16 219.672 74.12 214.254 16.432
Alie ........ 0 0 a 0 0 0- 0 0

A~a~or . * ... 0 0 3 63 0 - III 37.00 24 5
Bille..... . 7 34 42 2.623 416 66.00 2.145 51.0? 1.916 110

Coanwial 3 6 6 325 320 73253 M0 26.25 Is 330
.Coluid .3 4 0 14 14 34.00 0 .. 0 34

Contra Costsa 2 .. 45 610 3,231 _304.27 19.264 711.22 64.961 62.27 99.466 6.599
otele . ... 0 0 0 0 0 -0 . 00.

l ip &dn ... .O . . . 36 67 76 5,064 1,628 4111 322l, 41.49 0 S.064.
Fii4on 2 .. I i 60 114 6.003 '-.2 307 21.6 ,694 49.95 0 3.003

Glenn ......... 0 .0 0 8 0 .. 0 .. 0
HNumb lIdf ... . . 49 .2)7 112 12.295 4.900 60.67 11,405 721241 . .753 4.%42

I mpipA. . ...... 13 4 6 ," 2.943 709 54.14 2.234 46564 109 2 93
10 ..... .. . . . 0 24 27 3,307 256 25.10 3,049 26.45 0 3.307

Ken . .. .. . ... 6 - 12 131 7.792 491 63.63 7,303 55.13 7.457 32S
Kila 4 27 1.256 130 6S.00 1:3126 41.10 40 J.216

Lake6. .. . .5.12 6 1(3 50 36.6) 63 123.63 0 133
ssll . .. .. . .0 0. 0 .0 0 - 0 - 0 0

Los .W ..A@ . .. 11324 41.1016 27P.6 66 3.191.56 606.566 73.22 1.365.022 616.1S 2.0311.627 1.152162'
2aea... 0 16 13 637 230 37r.50 207 22.02 20 6 313

M in.......... 10 27 301, 6.591 725 72.S0, 71.7 76.41 .4.253 N04
Mauty a~a 0 1 .. .. 2. .3.0 s s 50 Is 0
MenIno 2 5 106 31 2.622 909l 25.97 3,713 55.26 220 2392

39"~ ..... I 56 74-.. 5.622 663 45.42 4.160 64.32 .0 S.623

Mak3 2 S7 4 314 226 19.63 76 9.st) 263 31
mono* . .. . . 0 0 3 67 0 .. 63 93.00 62 0
Mot toy . ... 25 3, 1166 US1 13.938 9,474 27.37 4.460 34.57 46 13.11S.
ftAD&.... ... .. 3 45 41 t,65$ 566 .45.23 2.06S 45.69 ' 0 2.653

isao 1 16 3- 4. 4.60 27 27.00 0 . 1
7172 2.040 736 98. 9OL4 36.517 49.91 66.327 61.97 46,626 50.076

. . ... .. . . 5o 210 12 1.006 670o 31.36 336 26.11 0 1.006
. ~. .. . ... 1 .4 7 526 53 S3.00., 465 69.26 0 53

.,,~~4 . . 53 342 265 is.556 3,053 55.51 15.501 .68.51 644 1 ?.t.14
. . ..an.n .. . . . 40 780 3.008 01.066 22,900o 61.35 234.169 77.16 331,609 12S.280

SA-1 (lansil. .e..- 0 0 -0 .. 0 0
San twornafdlno . . 46 316 210 30.753 '2.292 49.63 281,441 10.41 . .216 35.5355

ban Ol6o ... .. 133 342. 3.329 142!,555 16.69 315.411 325.664 94.71 132.66 10.067
S-%a r'anciscol' 26% 560 7.216 669.626 29,667 150152 649.741 1190.02 451.767 237.641
Sin Aciaoin 15 .. I 33 63 3,621 941 .6 4.4 IF 2.460 34.46, 0 3,627
Sao Luisl " be10 . 176 135 12.632 4.02S. 69.40 86,607 65.24 10,905 3,927,

90A Mol#* .50 .. S 333 651 03.017. 1.926 156,561 75.066 314.29 6.2.6 1ot
31410 Barbara . . .. . . 2 0 31" 33,290 164 352 s0 33,526 61.907 . 5.102 7.126
ionla Coas ... 116 364 2.044 233,004 17.469 354.22 215.315 105.24 111,330 46104
Salle Clret . . . . . 24 123 ' 7.262 490 .61.25 6.192 55.22 . 0 1,242

5n . . . 36 366 65 3.$25 1A01S 27.50 2.480 36.3 2.700l 825
Sna. . . 0 0' 0 0 0 -0 -0 0

.he . .. . ... 5 19 g0 656s 54 0.110 605 60.%0 219 600
.ea .0 . 37 .. I 72 1.012 791 133.00 6.223 66.40 S.704 1.309

.9 .. .... t 356 115 .44 7.161 22.03 6.360) 36.76 L5 .53
. . .au .. . . 66 104 266 15.666 3.295 49.92 1 2.391 46.56 0 616

S. . . I . .. 7 Is 6 164l 66 32.73 to0 133.3 0' 169.
. . .9 . .. . . 1 2 2 66 t0 30.00 56 26.00 66 0

Trinity ... .. .. 1 32 2 17* 12 6.09 1612 $4.00 -0 174
141e.... .. . .. 2 54 2.%2a 139 136.0 2,393 70.36 512 2.020
TWoIUa.m .. .. 1 2 6 556 4 400. 552 92.00 $5 6
Vlifeiurs .. .. . . 6 1s 19 1,603 353 70.60 1,250 65.79 a 1,603

voo ...I..17 45S 111 4.652 515 32.62 i-4,211 36.19 0 4.6512
3 2 37 3.7111 27 21.00 3,7m 4.6.54 0 3.1,49

L tucluets in.5callanee us tenefat relief ano 3aoplormental a.4 t0 caleadolkiul big re11914n31.
Nos 4 ecduse 0 *I ,tSfrrncm'Afons couties14 on senseral reilel proposm and poticY, data In INS6 11411 4rd f~ GIIIC31. 0t0,

0at& nimatiod. es.9.3.3163 no 34,6119d.

4h .
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TABLE 3lb. GENERAL HOME Mt I1.ELi
REC1PICNTS Alt E NOITUACS SV TVPE r-CASE

I6 397•

Recipients E'"pendlluret

CouJty3 f amnity cases One- FarNty Camif One0-Pern COS" A Aid
Ow er-Toa ToaI VaTotalatvr" In itt

Cju1 Pes cern T5II IAv'rg TOPels Avcoaws C ild

Alt c unteS n

Alpin. . .....
De ..........

Contra oa .....
0 NAl e ........

El Oorad o . . ...
Fresno
Glen.
Humboldt .......I M MIMI, . . • , . '. o
lay* . . . . . . . . . .

Koo n 1 . . . . . ". . .

Kintes . . . .... . .

Lake .... . ....

' , LOt Angelet ... .

Ma0 0 .........

1AN006 . . . . .. .

Menot .. ...
Merced ... j....

Monterey

Ornge .... ....

luma . .. ......

Sacramento . . . . . .
San Bon i . .... .
San Darnuudl.no ....

son Olego
lan frgnclsco

Sen JoequIn
San Luts Obispo ..

San Malso6 ......
Santa Sarbara ..
Santa Clara
SIna Crn . .

"81,14l . . .. . . .. .
Sierra . . .
S tyou ot. .

So no a . . . ....
Statler....
sutler I ........

Trinity ........
Tuwe . . . . . . '

%PTwo & l
. 
. . . . ..

T k . ...... ,.

15.606 1 50.477 52,666

173
0
2

'4

47
0

79

i9
27

30
12.907

14

3
0
as
16

S

40

1
40

311
0

.41

357
24

13
so

so
9

13
-.

4

6l1,'
13

615
13

41O

9216

160
42.407

0
20
41

4
1.1 12

13

12•

131

0

72

i

3

so

36

171

I12
Isl

4
.24

32

11

lt

12

3,065
0
a

46
5
I

1.410
0

91
122

a
119
53
27

140
24

$
0

39. 932
7

109
0

29
78

3,

39

2

14
10

2157
2.962

1.371
7.667

7•
131

622
394

1.042
162

54
0
is
79

all
217

0
2

44
6

105

SS.554.420

234.21610

2,?6

106.169
I1I

0
13.694

3.163
3.740
•.147
1.122

S.244
0

3.103.2310
320

•.114
0

a.22
1.264

311
133

17.446
2.270

Its
65.574

3.5%4

29 .312

145.321
732,011

3.S10
12.632

14.37321.716
6.403

2.741

726
6.647

6.124
34. 104

46
154

94
2.695

$6
S.579

.
1S9

11.13$.242 7. 94.4,171

14.495
0

11
350

251
35

19.924

131, l

0
5.174

193
463

64

45
,0

92566

312
0

11
746

* 265

2526625

14.147

774

2.764
20.193

0
2.645

16.071
51.241

64
+4.025

6.523
9110

15,026
450

6I
6

54
393

14

1.75'6
2.570

41

394-

44163

59.00,
43.71

84.33

73.00

61.49

37.66
29.37
115.311
64.00

71.69
.711

104.00

32.52
46.75

33.12
10.00
39.49
10.40

44.4S
19.35
5$.Do

44.51

59.76

115.10.

6 9.45
69.40,

170.46
301.11
149.32
34.42

34.50

33.50
*131.00

29.21
46.42
12100
33.00

72.00
4.00

32.43
6300

41
2.426

323, 103
so6.241

0

4.116
7.016l

8.520
2:447

941
7,464
1,056

199
0

2.1577,964
26

- 7,601
0

1.399
416

130
43

6.786
2.016

169
44.727

742
154

34,6
1 4239.3 39

94
2 .447

327,3S0
660.770

2.24
0.607

72.7 13
13.463

S.953

2.1270
6720

6,154

6,396
1 3.534

0
.102

49t

4.67&
1.5

63.94

71.70

24.00

24.60
10.00
61.17

.45.23

57.52

71.60

46.17-35.07
53.31
44.04

39.60

48.24
17.92

43.33
63.00
21.43
11.74

64.50
41.35

55.40

60.19I

33,33

93.12

92.54

1.35

89.07

36.21
65.24

6.69
95.40

34.75

39.36

44.110
77.90

35.35
52.67

51.00

46.00
17.96

A2.00
76.04

44.15

51.17

•3.620.945 •]1.93S.472
237.974

0

0
101.335

0

. 03 0
0

10.245

109
0

7.900
47

.0
0

t.37.513
191

?.6•3
0

392
0

160
6344

0

0
"40,791

0
0

it7
131,420

0
4.616

135.051
43,117

010.9)01

170,71141,304
0

*2216
0

20S
4.7)f

1
0
0

154

411
52

714

4.74
It

441
1.40

3.44
1.057

101"

3711
231

03.030

25
2.030

Ii"o

2,4.11) '

3.4

12.544

2.04

24,71I

1.55

1110641

32065

9,

-10-$1101+

0.. 4:

Cno" mrou.U$ t end iupolemenraelie fi cat.9Orlcll ai aid roCtel. r.. l C
ca u " of ta frO A P CW I th "014161 relief Peoam W4 poliy daaIdn tis tled we not $lrrekoV nompraele.

* M14 "W"14144k (00011111) no wellf". ,"
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RE'

county

AN CeeW...

.Contra cdli'

El Dorad.

Glenn I.. . . ..

K .6l6 .......
L& it0... ....

LooI

-Macnd.o . ..

Mono ... c.

m~ap&

Riverde.....

sacramn61.
San Banit.
Sao 3.livrirto*

San Fvanclio':
Sah ochln .

San Mateo
Santa Serbals
"Santa Clots.....

Solano ........

110111% . . . . ...

Famy anlt

TABLE I 36. GENERAL HO0ME RELIEFS/

CIPIEP4TS AND 9XPENO9UVRCS Sy tVPE Or CASE

Fuay1971

044
peuton

173

09
0

*55
0

69

.7
34
10

3.

0
0

1MISS
17

39
n'-
10

24,
247

35

5
124
a80

14
32

.5
9

307
1s

37
0

.4

54

3

Lial.,itac auto of dittr..nes enuone counlI,'s III senatal etd 1.1141 andJ9f 444 0111. data Li thill table ir not littkili Comparble.

ole estItld

$A 292

347

0
14

2
632

0

72
221

395

14'
46
20

2

0

43,604
62

32

49
0

783
30

932379
0

102
109

0
321

322
G30

29
104

153

325
24.

0
16

32

0

Cam porton- ca"s

3.023
0

50

1'432
0

62
97

0
119

52
19

22

3 3.716
16a

103

32
74

30
.1

470
35

.0
47)

13

236
2.636

0
260

1.27 6
7,20

62
104

612
tit

2.070
145

44
0

12
910,

366
233

4
2

FaiRly taii"

total Averalle

2.61 14.74S 52
0 0

3.,069 67 S.2

209 74 74.0(
33 22 2 2.04

1061965 20.020
. 0 0

5.029 1.230 42.0'
6.642 1,640 29A8

0 ' 0 '
349525 ' 5.127 74.3

2,523 416 59.4
459 415S 291.6

9.21? a6l 6 6.6
964 63 61.0

316g 0
a 0

3.4110.332 q53,489 69.4
1592 132 7.7

9 . 036 3, 2.4
374 50t NO0

2.011 690 3.
5.693 633 6.

434 38s 18.1
63 '0

16,545 7.502 36.3
2.440 324 64.3

42 42 10.!
4S% 2 4.6 39.4

.83,46 94 1.
594 0

14:.11 2104 60.
254.972 16.524 64.

21.4311 2,392 31.

134.449 14.262 Its.
744.227 144.915 160.

3. 43 0 " 60.
9.723 . 2.297 o. 9

60.560 ~ i.73* 1s&.
14.603 3.1651 '131.

t35.494 '11.361 162.
7,184 613 $1.

2.241 367 2).

0 
0

5.394 719 1 19.

0.225 D, o 3
13.961 . 469

63 2 21
76 0 -

3.40 95 9
7.7.'5 205 O5

500 .60 3
.67 3.5 6

,74' 4J6 43
133 .5 6b

3 l. AV.-" 0cis0"

$4,59.4016 P.92 371.645 . 3,M49

1 20 25409 309 .

* 2.68 64 $3.')4 2.0.99 3.30

.3 6. 6*34 10 .503 6,33

2 4.601 15.6

16 -.922147.92 0ls4 .644

1 LIDS07 402. lg541

74 236.41 ' 'i a3.6 3169

05 . 2,46 73 432 2.4

41 9911 40.99 10.60 22

4416 .13 0 30.6

' 6 .0 0"2 6

0 4 6.00 05 1

00 1. 3 43224 3 0 320
29 40 1.76 433 2.'64

.0. 3 6 0 .1 of66 10.45

go5 2322 60.07 t30 420

s09 6 356 0 1312
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TABl1. OBPINAL .+M9 AEIEF6J
AICI0PENTS ANO [XPV.NOITURCS BY TYPE OF CASe

/6114 h toll

Countle amilr cases 0.6. Faml ws rinir cos Aoid As#

Cmas Prfons Total Ioanvqa -.. :Cows -Portenit, C411 T Ola . .. .... ..er~ as 4

An ounties . 15.3124' 10%167. 62,902- 6S.100.093 $9415. 961.43 114.311. 00 $ .4 1337.1428 6 1. 111.4

A -he ....... 111 369 3.110 249.191 16.240 92.42 2R.013 13.41 83 J.091 I 16.664
As otn". . 0 0 0 0 0 - 0: 0 a
Ama.W . B : : 1 s0 90.00 to 31.00 0 No
Bullet . .. * 0 16 92 3.60 $09 56.56, 3.3111 60.60 3.111 bill

. . 4 6 .260 a 40.0 1T* 9.63 1 41
.1 9 0 31 31 37.00 . 0 - 0

Conte@ Costa . s 6 2B 1.392 107.049 20%000 142 47.061 62.6 104.339 11.1%
l41 l tll 0 0 0... 0.,0 . 0 0 0

' D o .. .. . 2. 65 , s 5.052 1.24 49.38 3,166 sglo d , MU5
wioon . . ...... 10 296 146 106072 2.303 '32.90 7,169 62.46 0 lull

Glenn. ........ 0 0 0 0 0 - 0 - .
.Ajm.ll. 204 123 15.216 4.61S 144 . 10.661 66.10 11346 .0'.

1110411. 1 94 44 1.92 41l 19.61. 3.90? .253 10 W92
lnyo .... .. . . 6. S 164 41 4.094 3.060 11.64 1.934 41.17 . 0 4.664

0ite . .3 ....... 10 2 " 164 10.312 911? 91.10 .9.455 91.65 10.090 121

¢lli ....... 2 26 1.3k7 3 36.00 1.311 .0.7 46 1MA

0 L ma ...... 0 0 9 324 324 36.00 0 84
Lssen .. . .. 0 0 0 0 0 - 0 0

%wLos An"" 1...3.047 43,104 30,354 3,006.514 760,21195 1 54, 626 14.6 1.2,16304,1
Misdee....... .9 23 I '403 3 4.31 4S4 .28.8 14 41

arlin ...... .. 14 39 104 16.023 .306 22.01 4.614 83.61 6.369 434
Ma1l90s -- . . . - 0 0 3 158 0 - ISO 12.61 65 31
Me.nnocino . 12 52 3,41 901 34.26 ..... 46634..1
Mer e .. ... 10 24 . 63. 4.711 543 34.30 1 611 0 - .0.1

.. .. 4..... . '16 s0 1 1 5 469 29.06 381 40$ 39 '91
IMPnO ..... 0 0 4 63 3 .00 13 0

. .. .... 3t6 4"5 123 9.0 4.3160 39.29 4.00 l 39.60 44 6.906
. .N .. . .. 32 1.933 0 93.21 3141 53.6 0 3.93

3 11 . ..... 3 3 0 .14 24 6.00 0 - .0 24
O4 . . . . .... 4 444 9,01 44.31 35.3 1 8.41 7103 1.415
PsMlI ....... 33 111 10 1.442 612 36.15 1.230 46.33 0 1.341
Plme0 2 4 3 51 0 54.00 410 41.00 .0 $1

it0ti.e 36 122 249 16.800 2, 33 &9339 16.963 41.66 10234 1.S41
Sai.ean .o 31 166 113.960 219,664 196969 63.% 9.69 1.16 3,44 . 1.l

an o ao 1 I S 06 1,46 135 114 41IK 1

SanOIo1. 0o 0 2 339 0 - I3i 61.90 0 133
Saab n.i.6... 1 1 .10 193 20.6S3 2.353 21.00 14&62 4,392 2.9,

San O ........ 3 1 31 3.1112 146.602 36.01S 1 2.2 i 130.761 09.33 131.643 10.50
San l~,4nA1%c0o. . . 21 1 l 92 1,623 112.128 36,9110 14331 613.746 06.12 4 65,691 216.11
Saknosual .1. .6.... 4 3.046 3 6.21 30 33 34.08 0 3.646
SlO :L 051160 . . . 43 131 102 30,616 R,13 6114 1P109 i.$ 9 0,.01 3,811

a . . . . . do 33 635 6i54 0.342 113.10 13.223 139.33 . 12 U.
P1rftla .a.bar . 30 30 228 15.719 629 63.90 14.60 65.31 1.1128 .1761
San Class .... 310 t.053 259,22S 16.411 161.53 12.6 a1.21 .1,4053 6.111
San Cemt1 20 I I.593 Sri 51,30 1.022 46.03 0 193

Ssloli. . ... 51 1.t0..269 453 161. 1134 34.73 3.464 446
0irr 0 a or

$hole ...... . I 3 10 1. 13 s 76 to 19.400 6 11 41.10 613 21 5
llan* ..O . . . ; 1 2 s 95 .921 911 5.63 6,352 l1.92 4.1176 2.16

Soho . .o , . .. 47 144 1 04,094 3.416 $ 1.40 1.616 30.0s 3s 16111
6d1slslav.O . . . 10 13.30 9 .301 46.94 10.00 43.67 0 IlES
Suite 4 2 10 .2 I 0t 1:

els sa.. ... 1 2 2 8 3. 2a a 4% 00 L60SO

0 0as2 2 0 - 39s113.90 3 9
6 36 2,191 117 167 2.430 6.0 431 IM

.ul46.l ..... .0 S0 7 4 0 .e 8 164a 6.13 56 0
Vti ..... . . 3 3.13 316 12"5.33 2. 1O 19 114 "1

o l ...... 1. 3. I2? 6.326 350 35.90 B.
9 j 47.00 6al

. ........ O 2 620 65 69.00 915 1;.00 . 6

, CIu445l.1Th1C41414@ til relief and SuPlimoo4 h old t . Ofi£1.7ca. aid 31,0lsl en .

lisle 1 Betaqi O 01114t14MC011 among9 0U01411 In linewra3l relief 64@9 and policy. 1 4 1. In this 4a.la ar not striCly co41504l809&
0411 estimated. soviorlliI not received.
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TABLE 1l8. GENERAL HOME ELIEvI/
RECIPIENTS AND EXPENDITURES BY TvPE OF CA

April 1971

County

All c counties

Alameda
Alpine . . . . ....
mstt.. ........

Dust*I .l .... .. . .
Colavras .. .....
Colata ... ....
Contra Cos. .c..t.a
O lNote .......

E(orado.
FrewnO ....... .
Glenn .........
Humboldt ...... f,

Imperial ........
Inyo . . .... . . . .
Korn ........ .
Kings .........

Lake . . .......L &%son .. . .. . . . .
0.*LoL Angeles . . . ; . .

S Madera . . . . . . . .
Marl" . ..

Marli'o ,...
Mendocino ......
Merced . . .; .. .. .

Mor€ ....

Monterey .. , . . .
mapsat . . . . ...

Nevad . ..... . .
0 range' .........
Plums$e

River id4 .... ..
Sacramento ......
San Denlto* ......
San Bernardino ....

San 09o . . .....
San Franciso .....
Sant Joaquin .....
San Lult Obl5Og, . . .

n Mate ......
Santa Barbara. .....
Santa Clara . . , ..
Santa Cray ......

Srat .. .......
Sierra .... . . . . .
SlsklyO' ..

Sos1oa ........
Sthasful . . ....

T ri ity~ . . . . . . .f,
Ulm . ... ....

Thm.........

Tatarw .... .
Tuolurma . . 0 • • •
Vontus .......

Yolo .........
Yubs..... .**

9
Aecltents

Famty casl

Cases ' PersonsI

11.113

3i

16
31

9

9.0

0

- IS

12

22

12
0

124

S

0

204
34

2

46
211

0
12

109
219

4043

I

0

9

3

2

4
0

36,921

312
0
0

16

09

439
0

$9
487

119
'2
29

8
0

0

31,149
22

121
3

41.

14?

128

43
0

431

0

303

44

142

91
14
413

,18

0
as12

79
104

2
0
2O

3
4

One-
persOn
€cas

50,ceS

3,234
0

1.300
6

is
129

92

pf
32

14S
19

10
0

28.980
14

90
1

35.
6?

4

111
26

1
444

16
a

27i
JS92

2
207

1.360
7.153

89

854
213

1.189
IS4

43
0

1s
89
179

,2 28
2

* 1

40
40.

10

Tolt

7:*1

FamIly cases Onaperson cA4t AId

84,424,75 1 693.167

290.409
0
46

2.838

329
2i

98.482
0

4.38 8

i)s
20,734

1,766
2.110
9,711

78

216
" 0
2.471,040

251

- ,.167
121

2,SO0
5,2264

676
83

0.191
2.783

7
44.7+78

1,828
47S

19,067
* 246,98

13S
19.843

144,364
672,601

4,314

02,032
14.227

222.310

2.231
0

6Q7
8,638

7.54t
13,295

30

21
25

.790
642

4.210

4.528
298

15.5040
0

390

194
S• 7

12.029

1.057
?,4820

2,982

346
844

1,123
68

0
0

$24.431
125

639
10

676
617

437
0

0
9.052

77*
S 141

2,331
15,864

0
1.226

1 3.239
47.443

1,128
,-2.602

6,743
989

13,283
360

489
0

41
S00

2.412

0

0
266

SO
2"4

.06
" 0

Average

11021

1819

48.71S

97.00

89.55
81

10.33
21.76

76.46

21.62.
27.23

124.78
34.50'

5,20
6.62

106.50
SO.00
37.56
51.42

36.42

.42.61
70.67

44.37
22 79
"72.50

50.61

62.21,

93.83I
32.64
183.28
6A.69
57.82

161.541
141.20
163.29
40.00

24.48

13.67

83.33

-28.96
49.22

9.00

33.25
10.00

133.00

5.10

S [IIEIuIIptndl" .

Average

93,731.408 1 873:S
234.901 72.64 231,072
234.900S0

46
2,448

82,453
0

3,331
6.199

35
7,712

1.4 20
1,246
8,S91

719

278
0

,946.09
198

7.52871
1.824
41809

239
83

5,334

.7
35.72?71,043

330

126736
232,12S

13S
28.717

231,105
62 9, 2 9

3.146

7S,249
13,231

7,220

1,762
0

6.737
10.663

21

.1

28
2,524

1.644:.94'

72.64

23.00
48.54

27.00
8.00

63.41

48.01
31.00
83.3%

43.03
39.56
19.28
37.84

27.60

14.14

83.64
75.00
52.11
68.78

83.00
46.38,
60.61

7.00
'10.47
65.19
41.2S

61.08
89.17
67.50
90.42

90.40
79.61
37.01
62.7S

115.12
%3.11

220.68
41.83

40.98
37.73)
91.44

37.1
41.15
1050

3.00

25.00
49.49
09.90
78.45

49.11
J.v.80

Aid
in

$3,2 1.928 81,166..47

213.0720
28

2.212

,S10

1.494,439

0

0,

36S

0

0'

•3

293. ' O
30

130.461

0,

3.,941

134.636
• 430,792

6.311
168.222

0

0

29.703

2.5
a3.8

A ~ ________

314
295

2,407S •0

4.3111
8,880

3)

1.207

1,110
731
7S1

276

1F8.60 2
238

193
Go

2.196
1.228

310o0
10,105

2.793

1s.075

1411

17.613

•116.62
15,902

.9,728
241,809

4314
1,410

161
7.909

14.128

432
0

321

7.S23

30

29
2,287

71
3.%32

4,128
2 398

J,Excludes miscellthfou$ ostlr4a relies and supplomenl l to c¢egorScal ai recipiCets.
N4: Because Of itfosenCe$ among counties in cnral reicf program and PoIllCy, data In this t00 are u1t strictly ¢corparabill.
0 t estimated. report ) not rIeived.,

J" I • +

r
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CoUn+ty

AN'ountle , .,

Alameda .. ... .
Aradr . . . . .. ...

Butt@ . .. . .. . ...

Suite.C~I....

Calavere....
C O . .... .

Glen .....

Imp ial...flyt .......

"KOO" ., .. . . ...

Los Ae....
Merin . .. . .

MwipowV . . . . . . .Marli...:mendo"no

Malle . y . . .. .. .
Mono. .

Nape .. .......
Nevada ...

• Oranje ...Ow .o . . . . . . . .

S" Bomnt'o . . . . . .

Plamas. ...

Siv serairo ....

Son 06"o .. .. .. .San Frani.sco .....
San Jer thr.if . ..San Luiego.b

,, Senhutls ObspO....

- " Son Malteo .......
* Saa Sarbara.Santel Clara..

Sana Cru .

Shasta .........
Sierra . .. ......
S~tOu.....
SO4an O *.....

Stelaus .

TvInllty . . .. . . ...
Tulae ...
Tiuclumi ...... .vmlani.....

Vol.
Yiad. .

* -2840

TABLE ,lb. GENERAL HOME RELIEF"
RECIPIENTS ANP EXPENOIVURE BY TYPE OF CAS4

may 19 1

Reclolents

Famay cas One

ICasesl e ons .- cases

, i Isoer1 364299

12

29

30

9.3

6
0

S 3

.9

10

42
20

0
.72
124

21
13
33

0
2

42
24

0

2
3
4I

T amif cas one-person cos
Total

Total I Avetage Total 1 Average

63,698.472 11673.0

0a 0

14 34

".s 1S 4,3714176e 1"702%1 $5. 6

404
0

94
275

0

10
4

20

40

3243

40

3
4

0

353
93

4

126

0
14

324
536,

4?
204

110
244
22

-44
0

12
1 2

69as

2

10
4

6
2

1.7601

142
1

22

61

21
2

10

37

265
2.458

. 0
I56

2.46f
7.546

93
66

623.
26

3.712
164

42
0

69

12

-I
ti

A.0

90,711

235.576
0
0

IS
0

90.393

AId
In,.- I

Cas t.

13,2715 111.09

0.242

165223
93.142

0S.796

0,,

2,344
740

9.524
769

347

21522.762
272

7.912
140

1.417
S,5 64

Is43

13
31,796

2.744
347

26,611
Ls,?0;t224.690

0
2 3,702

142,480
6315,96

'.779
6.630

0,$11
S.OS2

203,440
9.069

1,16S

420.
8638

7.570

41
5

35
3.096

621
6704

1.416
564

I/ kuctses miscellaneous general rlif and supplemental i4 to cale9orical aid rocsplcnli.
Note. Because o dillerensces aiwllon counties In general relief p ogram and P414y da la In this labilo are not $Irkly Comoaramle.
* Data esllnale, 100#eO1i) not received.

0
366

~0

20

13,Z60

0

2 .604

0

429

$5
27

2.060

4
0

26

13

50
.160

S49

2.69S

0

6

, 105
125

1191

4|

0

0

233

2.193

13

0

332
50

4.16
127

20

26.93

69.46

32.69
.206.00

37.0

10.00
35.00-
15.23

44.69

31.24
18.97

64.17
63.82

87.00

226.40
99.6?
69.64
72.52

145.32
63.61

16.92

26.50
63.33

36.76
51.60

6.1SO
101.00

WO.0
64.40-

207.50

4k.33
26.00

234.023
0

1,874

105
9.

7 6.251
0

4,294
0,607

0
6.570

1,I 838
453

6.444
715

347.0

2.666.164
130

9,409
8SO

$ 92
4.436

319
83

3.673
1,392

13
24.1236

232

13.093

1 2.674

3.412
4.3 74,537

77.41
14.105

290.29?
6.476

1.365
0

38
1.13I

6.676
10,999

28
$4

0
2,774

82)
S,289

3.292

26.a0

24.21

47.2
4.113

61.12

32 .
'261'
69.69
42.04

43.36

450

?2.72

32.64
.6 3.00
36.60
64.29

4.S0
71.43

19.40
33.14

3.67

66.2961.07

37.12

124.31
G7.61

107.67

32.10

36.70
91.44

37.10
1.11

14.00
27.00

69.117
49.64

46.33

0

32

2,934

lI

12

2.749

411

86,432

0
2.222

- 740

347
1.0

166,437

154
271

50

40
1.254

103
10,9

1.744
347

2 6.314
90.4640

9.743

,1.042

I44 ISO

0213
43.834
9,069

26i
0

1,911

41

0

3S
2.358

3%
S4.11gs
14 663

3.416
534

0
0

7.454

0
9.192

37

0
0

1.933.335
is

7.737
810
210

0

302
63
44
0

25.20S
0

3.q99

241,053
0

3,919

1324s4
S4,0139

159.606
0

1,260
0

229
G,72,

25-
.0

0

738
102sit

0
s0
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TA0LE 11. GENE OtAt. tL4OmIA6LICFS/
PlIC¢PINTS ANOI.XPENOIT0IJES dV TYPE OP CASE

RecipientsI
* m.c,.4nu . E*Pn~ilu@

coaliy Family Cai On. FImN4v cases One-larson tass Ai + Ad
pets"n TOWa In on

Club person I Cae Total Ave. llg Toll? Avera4e cas kind

fA Counties . . . t 1.41 3S,4441 0.976 14.360,1|i 1675 .76 s5.92. 13.705,$42 472.49 $1.381.0i1 1999.01
AIman ........ 170 346 3,222 2: 3763 14.476 461.16 239,21s 74.17 ,37.0O 36.107
Aolpin ......... 0 0 -0 0 0 -. 0 0 ' 0
Amadot ..... .. 3 is 1 195 165 6167 10 10.00 160 35
sui .e ....... 7 14 40 2.304 404. 57.7 1.900 61.50 3.760. 5li

Cilaver" " a V. 161 60 60,00 123 24.40 Is 36
Colu . .. 0 0 0 0 0 0 0
CMt. Co . 241 W10 1,341 104.267 19,214 7,72 4.911 63.3? .. 6 4.1599
Oeltole . . 0 0 0 0 0 .- 0 " 0 r

tI 0ofo ...... 6 3 9 OS 5.#"0 1.167 53,23 4.341 41,5 a S.909
rresn . ...... . 226 31S 6.364 1.374 22.29 4.990 43.39 0 4.364
cler" .......... -,1 0 1 22 0 - 2 22.00 '0 22

.1 . . ..... 43 IS as 9.645 2.942 66.66 - .403 76.22 J.141 2,014

. ..... 42 114 13 3.24S 943 21.40 2',324 43.15 a ".246s
,nyo a? 9 1.460 101 25.44 979 21.10 0 ).&.90
_ Ke,, 32 339 4.643 213 101.17 6.233 55.06 4.492 353

IIn .. .6 1. 643 113 43.25 470 44.67 37 606

L4k" . ........ 3 11 7 31 41 , 15.00 342 46.6 0 31
La4n a 0 0 . 0 0 0 a 0 0
Los An.e16 9.417 26.47 661.46 2.46.335 S27.463 65.12 1,957.62. 611.74 1.901.397 $79.931
M64., ........ 21 11 1.1's a 4.63 0 94 6.73 10 I3s

Maln. ... .0 .9 it0 203.00 6:061 910,80 S,526 162.mar.o 3 13 15.00 10 60.00 is 60•

M c :1 1.114 315 41.00* 7t 49.94 243 771
0 Merced ........ 17 45 46 4,112 Olt 36.41 2.41 7 4.23 0 4.112

Mo40oC .. ....... 17 79 12 935, 14 34.12 321 26.7s 1"s 3SO
140. ..... 0 1 1 I 1 0 - 03 63.0 3
MMo6nry . .. .. 102 406 - 127 8.297 a 3.267 32.03 1,030 36.61 0 6,27
Naps .... ... 0 0 13 104 -0 - 604 .671 S04 0

Nae a ...... . 4 13 1 41 . 37 ,2,5 14 24.00 0 II
Orri f ... . .. 90 166 232 30.159 3,106 36.96 27,051 61.46 22.14 ,315
Pl1ce. . ....... 20 73. 9 1.05 437 l1.65 - 766 4S.33 0 15os
Plum, * ......... 1 4 7 347 I 1 47.50 232 33.14 0 347

Rlvurl1 . 43 -121 367 19.01 2.994 611.6 16,05 42.94 749 19,052
26.mevl 247 e2t .564 236,431 14,9)4 55.93 221,491 65.60 124.1736 A I1,4

Son bfi ..to 0 0 9 .7 0 1 46.10 . 0
an isen n . 132 13.'22 422 140.67 116,60 '7.20 4.312 ,940

Sin OwgO .... 340 366 3.749 163.241 B 4,62 105.67 346.42 64.66 113.337 2,093 1
San F II¢Io .. .tiO250 110 7.700 197.916 24,163 96.45 173.753 74.51 466,40" .09,300
Son' J*qU' .. . . • 10 22 100 4,66 lls 61.50 3.73 4111.73 .0 4,66
$On Lui Obispo . . . 45, Is5 60 . 6.$71 2,221 40.34 6.357 70.43 ., iS 1.163

S alO ...... &1 147 91 104.61, 10,197 173.71 94.022 96B.04 1C1.376 243
slnt. erbt .. . .. I 26 11 16.62 1,069 133.2 I1.2173 71.04 7.174 6.5 l.9
Sli.€lC, .. ... 6 336-.. 1,974 222,760 16.,734 141.43 2001S 104.261 161392 3S,366
Santa Cru. . . . 7 I lst 7.711 670 1.43 7.211 47.75 0 . 1771

snasts ..... . ,, 6 6 46 1,921 121 20.09 3,400 26I.7 1,476 745
0,or, . .... . 0 0 0 0 0 0 0

bisitiou . . . . 1 3 1 702 10 10.00 69l 69t 446 234
Slo ... .. 7 14 74 7.91 4 21 0.04 7,Ist 60.12 .401 1,194

so041 ... .... 44 134 161 . 7,409 1.177 24.73 4.42 35.17 2s 7,644
3l7nistaus ....... 73 17 3.260 2.459 I3.4 30.421 14.80 0 12,260

Stilter ....... I a 3 46 9 .001 37 12.23 0 44
Taftarma .. .. .. . 1 4 a 1 3.00 21 a 1.00 a 0

Trinilt 0 0 0 . 0 . . 0 -, 0 0.
Tulare .. . . . 4 . . 34 2.S36i, 253 63 I 62.23 63.42 715 1,l31
Twolunm ' 4 1 S43 10 610.00 I 413 64.40 4S6 81
V entu ra . . . .. .4. . 7 9 4.1 4 .4 5 .2 1 6. 1S i 0 .3 9 54 , S,741

u . .I a Is 420 49 46.00 579 36.60 so, Sj 5

" Xludeudl ml.KallOotil Veeiii rlief and 6Wo16imiffI n1 1ai tO i4la90kiI aid reIlPt161 $.
o secatee 0f141, lroSces am.l) counties 1 ll 36? an pity. 6610 In thI6table are not tstritly COM9016946.

dod3n d

+. p

N : . . . .. e 6

0
I
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An Counties.

AlamedA
A jlp..... "

ttle - -...

Ccliil+..'.+

Contra Cota j
DOI 1yorle...

II wado,
len, ..... . . .
lenn . . . ......

.00.dt . .... .
I ("Oflal .....

"Mo ..... . .. .
Owei ..... ....Ki .Inl . . . . . . . . .

Lake . . ..... .
Liuen ....
Los AAg t ....

Madera....

Martel . ... ....

Miendacino@
Merced ...

Mf1to. ...
Napa

Orn . . .... . . .
Jra6,.*,.. ..

Plac er . . . . . . .

Socrarmelo.So 8*n(4 o . .+ . ... .

Son Itaflllno . . . .

San CHO"
Son Franclico .
Son Jo41quln.
Son Luli Olo

o sn Maleo ......
San. Samara ....
Santa Clatp .....
Santas Crus .....
S 111 . . . . .....
Ve~rlm . . . . . . . . .skIq .......

Sono . ...... .
Staftiulat,.
S o till . . . ....

-Trini yl . .... . I
Tulare ....Twofnl es . . ... ...
Vela.....
ventlure .4 . . .. .. .

Vot*
Yuba...

2842

TAOLE s66. OLt4RAL HOML M1.,/ 2+.'
ACCIPIeN4TS ANI) E6IEPNDITURE.SE tV rvP A A,

! ~~July 1lll 0 /

ThMFamily ca ntureycw% jOtt.pcti caVI Aid IAtp
I I I Cale, Im~o 5 camK' tYotl AvetaIe 7O1.6 Avcvlaw aiD# knd

10,463

I
.. 0

-46 0

30

0
49

4to52

0
1.644

3

It

27

27

a

I

it4s

0

149

13

$1

i, I

68
7

45
0

10

206

0"

12
59

95

3.16

0426

i9
241

0
I97

135
21
40

a

6
0

7,274
6

30
9.

34
95

114
0

909
2

305
S5

'4

123
.691

0'
29

41
300w

99
194

26
522+ is

4

110
16

9
25

0
24

22
o

4 9.!26S

3,15
.20

0
41

1.314

1.
0

9,

14.
146
26

10

26.006

1.I S2

14

.4

129

375
10 1

IF3

2S?
2.05

124

2.01S
1.4006/
* 109

.3

1.021
249

2.291

1

4

o
0~

14

20)
201

S4

S It5

$4.204.443 9636.013 1 %9.54 I53.5.4301 $9. 12.116 1,1.

3 31.076
.0
0

,0

,s.049,502
0

10637

3.193
61

10.4
1.129

305

2.204.225
*3 61

2,727
65

1.063
3.75)

974
63

10.793

2
3S.690

1.2964
342

19,500
2517,352

314

12.293
104,61

3.993
&,Sig

126.026
16.999

269,554

9,700

1 5.222
100
30

Is

4

12.0 32

45.616

51

s ,1 ip

S.226
0
0

144

0
0

16.290
. 0

4,0,9

81
357

1,696
160

25
0

447,296
52..
976

IS3

as5
0

5.012
10

I
4,1114,615456,
its

3.610
15.02

0
55.

15.54713-11,
17

3.240

12.911
1,10

24.333
531

534
0

i5
946

3.462
S,

0

3S
847
40

768

230
41

E/caiivd4 rn'KellalmOus 9oi4naA qelklr id &" pIu mawnha aid0 taiegoylat 0-d ccip"Igls.
Da a eslimjled by San Fraffilco Couly.

Ml@: €) 0ausc ol d.felres apmWn coun lei in general ,l41I program And polcy, datiIn thistlabia bp %o irkli y comparable.
" 1i etlljpill¢d ,eiwlI) tal recei O. " " ' .

, _ I I L . i i -

-6.00

99.94

S2 J)221
2198

J0.91
I 3.09

'99.28
45.00

54.06
17.33

7.s0
39.00
27.9

60.00

1.00
39.90

S7.50
55.90

320.A2
15.44

!5.6 I"S5S Is
54.92

90,27
143.ga
7/5.06

16.24

1S.00
157927

24.0.)
74.23

J"1 .So

70.51

109.71

32.4
4.00

0
2.S41

8J.421
'a

4.34 2
6.6P3

0
4.906

2800
I,;36.5)2't94

6.51

29 0

6.3

$.771
340

636

iS.49
.24 6,10

314

S1.034

23 39

113.111
15.819

241221
6.422

I,.638
0290

2,254

7.451

Al

30

0
2.45 6

I f.3S44

3.941
479

70,46

62,02,

3.49

41.A1
43.66

16.22

%I6.00

39.00

410,11

2500

4.56

23.92

61 Is

4120

93I.00
44.2440.57/

1006

11,760

10,11

31.14
57,33
9534
46.25
77.44

30.04

64.3
110,29

64.10

10 75

30.33

314.21

97,5A

52.59
39:67

2,32

-- 1-, 11
: 0

0

90
10
3

0

23.S960
o

1232

4.09t

1.932

4.112/

0

P3.5$4

10

0
.2516

130.4G;2

430
0

1,594234,225

0

61

0
0

30

0
949
4$56

2.915

0
90

0

620

390

Its

I65

1,6')"

,.03.06" "

1.101696

341

26.69.

I,,

39v
2.4331

I

I.29?

1141

6,.014

IIs.
9.219

.12

9.49

3)1'
9.212

15.61
6252j

12

3,,
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TABLE 515. GENERAL HOME RELIEWt
RECIPIENTS AND EXPENOITSJRES by TYPE OF CASE

County

AN 4:041,1401

Salavoa.. ....

Caluto .. .

Owl11 oil. ....

Es Doesdo ... I.

Laken

L0I~ Anes...I....

Mkono,... ....
Mlao t .. .. ..

SPM 141:.o. .

U4184. 0404180 ....

%a.a O'.......

1,sg 04 .46.....

54.Alt t'it wda ,1f

fitJiona...A

RpcI~k.VIl5

Cws 

Pam111
10.909 35,352

0-0'"0 
0

5 4

0

3

0

2

57

0

139
200

74

215

0

'4

s0

3
0

420
0

94
219

0
224

94
97

41112

2

0
2S.621

10

3
30

-34
90

-74
0

39

0

54

339

14
760

0
3,
14

241

133
a

pc10

49.663

2.11111
0
0

46

0

10

0
104

41
244

21

0

59

0
126

15

*0
i4'

213

3,9
105

2,05
6,500

556
19

253

106

54
0

70
64

0

7 23 4

0 0 13

At*$ 4tf01 coS4 '11o1 Vaiealro

Iail Ones 01141111.16114 Aid At#

Total Total Avcralg Total Ale.*44 Cath bri14

5443.15 51.94 62 3413,760.209 915.75 03354,1I4 11.079.401

~~453 4.45 74.63 0,59 P.0 19911.1511 54,755

0 0~ to..0

25 25 28.00 0 0 too
3,P69 224 55. 3.245 S7.95 .1339 1

Jos s0 40.00o 631 21.00 S5 ISO

5, ? 2 52.00 0 .. 0 '52

110.445s 15.513 9402 94,935 616.53, 504.652 -. 636

0 0 0. *0 . 0

S 3,97 1259-2 1.175 50.58 0 b1s)5

5,541 5,307 5.14 7.534 49.9 0 555

0 0 io 0 *~.

12.335 4.045 S6.91 5,210 150 5,4 .7

3,203 1.009 .14.79 2. 194 52,24 3550 1.617

2.529 al5 25.95 5.215 4 1.90 0 2529

17.24 1 4,205 55.44 55, 1036 44.50 55,274 1,957

1,299 24 14.00 3.255 :47.59 31 5,25

245 5 10.00 234 33.711 , 0 345

0 0 0 0

2,3118.1131 500,022 57.14 3,554.119 1050 1,609,2223 549.6,06

140 .5 .67 135 9.43 15

l0.rlals 707 18.$5 9.356 94.12 9.471 1154

0 0 . 0 0

.05 249 20.71I 546 30.21 59t 903

4. 1 ,477 50.931 3,354 W9.s 5.4 17 3.154

$29 534 21.41 295 42.14 365 454

0 0 - 0 0 0

10.452 4,359q 31.36 5,523 451.98 0 10.452

59 0 159i 23.40 a its

3 1~ .50 0 - a0

34.107 4,905 45.44 29.199 54.39 24.300 9,507

124 205 33.50 523 74.75 0 134

$99 535 59.00 461 46.5 0 Oi99S

21,535 3.378 70 38 18.440 41Y.42 1.320 20.255

37.0 a461 1 D 35,6 54 140.231 130,411

153 0 1. 56 65.00 0 13)

13.47 3 452 40.55 13,81.1 122.05 4.997 5.475

193.022 17.It7 120.85 575.505 64.15 173,54S 59,471

5582,2561 29.45 34.2 52.719 SI43 416.45 6.

4.799 932 4.52 3 557 13.34 MOO79

7.175 3.323 44.93 4.44a S6.34 1,9 4.?25

140,000 13,924 174.05 126,074 105.13 139.560 424

20,574 1,65 99.31 14.655 5603 6,4 "1.32
.32.54 3.41 151 49 256.453 152.5 25. 14 42.005

4.352 556 53.71 594 ,.50 .5

2,174 536 56524 5.638 30.33 . 5055 3319

0 0 .00 
0

999 91 22.1; 905 45.4,0 762 21

5.920 lk55 SIC. 43 5,5 9.49 7.226 1.2

9,192 5,42 26.54 7,6s0 41.60 R5 9,161

0495 2117 52.511 2,054 52.57 0 54.445
1 21 2 6 22 22.00 0 2

50.41s 1,000 5551.11 9,415, 6 158 43

3,3 5 0.40 3.641 15.26 0 3,7550

460 a0 . 460 31.35 0 1 5

aid t0 taI4qo.1iIka old flicl.I4..Is -

lei pooltsm1 and8 901140. 4o14 In this U*646 or* 1106 stfickIV cuoPlable.

72573 0 -72 -P- --
8
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TABLE lib. GENERAL HOME REIBr.FV
RECIPIENTS AND EXPENDITURES BY TYPC OF CASE

Segtembe |1971

Family caN% One Family cases 60 petsor OCases Al ABdComlnty ... . poesw Totl -1 • on. "- i in

Ca$es Persons Caws Total Av age Total Average cash kind

Alt counte, .... 2,193 6.541 52.b4t $4.07S.924 $96.646 855.1 ,%278 74.92 1.076.991 S998.93)

Alamedo ....... 6 l1g 2.926 211.246 , 7.327 41.20 203.919 69.49 193,72i i.519
Alp n . ...... 0 0 0 0 0 00 . 0
Amado . ...... . * 42 1 1171 8 44.50 25 28.00 44, 5?

Ito ........ 4 5 61 .614 432 105.00 5.262 54.95 3,151 2,463

Catayw.a . 0 " 0 5 225 0 225. 28.12 is 10Colua ........ 1 4 0 I5 Is o' 2.2 • s0

Contra Costa ..... 1890 505 1,423 110.1653 12.081 94.15 2.275 14.95 205.416 4,74?
Del Nort% ....... 0 0 0 0 0 - 0 - 0 0

El Dooado .... .. 3 20 25 5.055 1.790 48.38 3.265 41.04 0 5.055
Fresno ....... 54 236 137 7.649 1,568 *9.04 6.081 44.39 0 7.649
Glenn ........ 2 0 21 21 21.00 0 - 4 21

umbol ...... 5 2+72 92 •3.06S a,441 82.S 5.624 57.95 9.013 3.052

imperial ........ --- 33- 16 52 3.035 833 25.24 ' 2.202 38.63 0 3,035
My* ...... .9. 13 6S 104 )1.56 561 43.1S 0 665

Kern ...... . . 13 165 10.291 565 9.726 57.89 9.910  30
KIn s ... as ... 2 313 so so.00 1,263 50.527 •276

Lae 249 Is S.00 224 33.43 0 249
Les ...... 0 0 00 0 0 0

.4 Los Anjie ... . . 10 306 25,500 2.A0.00 9.030 82.0; 2,000,676 70.20 .541,444 468.262
Madera ........ S 14 6 28 2 1.40 21 3.50 9 9

Marla .2........ "3 79 5.069 751 107.29 731$ 92.63 7.919 ISO
Ma r t .... 0 1 120 0 110 220.00 0 10
Mendocino .3 31 .597 19 39.20 ,401 45.21 256 1.41
Merced .... 32 1256 70 4,011 say 27.22 3.124 44.63 1.931 2,080

MO $..... 50 5 455. 220, 24.44 26i 5).00 •236 249
Moso* ........ 0 0 0. 0 0 •0 0 0
Monterey.... 94 352 22- 9.043 3.224 34.30 5.19 51.04 0 9.043
Nap ..... 0 0 2 165 0. - 16 43.00 0 166

Nevada . . ...... 2 4 1 13 5 5.00 5 1.00, 0 13
C"an) .a..g..... 127 423 332 33,408 "5.670 41.39 27.38 53.55 22.627 10.781
Placer ..... .. 9 36 14 1,213 213 23.67 900 64.29 0 2,113
MIn m ... ... 2 4. 12 756 10S 52.S0 651 54.25 0 756

R JveBlde .... 43 31 281 111,72 2.6 66.65 15,563 54.45 1.358 14.191
S.wimnto... 243 564 3.274 254,919 15.200 62.SS 269.7 19 82.38 140,595 144.321
S n gehliO ...... 0 0 5 334 0 334 66.90. 0 334
Sir. ardwuIro . 6.. 19 134 13.145 57 96.00 12.S69 93.80 -4,597 8.245

San Dleo ....... 1 .40 490 2.037 193.20 15,904 123.60 217.616 57.34 374,605 5.215
San Fr lco. .... so,1 600 6.900S .2140 2.1 1,1..2 532,323 .5 392.2,6 16,.5 /
Son JOsquli ...... 15 so 110 3.633 977 54.28 2,656 24.15 0 1.633 /
Sa Lul ObhnPO . . 53 193 72 . 7,17 2,927 55.23 4.990 69.31 5.176 2,241

San Mat** ...... 41 192 1.250 146.390 13.531 167.05 132.859 105.44 146.255 135/
Santa Barbara . . . 23 53 201 20,843 2.292 99.65 32551 66.02 ,2 73 2 270/
Santa Claa ..... 231 478 2.634 329.269 35,07? 164.84 291,192 120.55 292629
Santa Cruz ...... a 16 99 5,300 501 62.62 4,799 48.47 0

3 . ........ 32 134 54 2.103 so 15.91 1,594 29.52 1,775 /328

Sles, .... .. 0 0 0 0 0 0 0 0
Sislyou ....... . 2 5 1s 991 30 15.00 961 S3.39 620 372
S0a ..... 14 84 9.102 917 132.00 8,185 97.44 5.750 2.347

Sonoma ....... 4. 3 202 179 9.195 1,712 27.17 7,456 41.82 25 9.173
S.InIM4 a ... ..... 53 137 203 14.S•S 3,506 66.15 12,009 53.70 0 14.51S
Stlter ........ 1 2 0 9 9 9.00 0 - 0 9
Tasamb .... . . 3 7 0 21 21 7.00 0 - 21 0

Trinity . ... 2 10 0 S? 157 751.SO 0 - 0 257
Tulare ........ 3 6 45 3.315 369 123.00 2,946 61.38 1,211 2.104
Tuolumne ...... 1 2 5 ?17' 25 25.00 592 115.40 592 25
Ventura ..... . . . 14 . 36 117 11.344 1,21S 86.79 10,129 6.57 4,149 7,195

Y0 ...... 1 2 72 3.369 62 62.00 3.307 45.93 01. 3.319
Yuba ..... 0 0 12 S16 0 - 516 43.00 0 - 516

4 Excludes micellanrous "oeral relief and supplementat aid to Cate9orcatl aid recpientL
Data estimated by San fPranciso County.

sJt Becase of dlfferlnces among Counties In gneral relief pcoseam and Policy, dal In thl table, am not itrictly comoaiabie.
Data estimated. reports) not raetved.

0
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3 . TABLE I 35. G6NI4kAL HOMC .CLIEfAj/

RCIPItNTS AN 0 CXPINOTURIE1 3Y TYPE OF CASE

"'l w 131I

ftI .. .. 34h4I~

County fa I i 3iOl . to"1 '
FPerson Total Toa ^Veto,1 (414 OAP4133 (13 le

caos Iperson$3 caes 10. A 'rg T0tal AVON&" ~
AN cotno tOl S 3 0.466 53.943. 1 1. 5175.13I 1151P.26. 53.15.919 1114.4) 1.090.742 11152.114

Alamed# . 77 *-190 - 11.94 1 213.440 6.963 t0.75 204.4S2 69.54 199.3. 13.ball

A,301 .I0 .0.9 . . 0 a 0 0 0 a a t 0 I

Ama,,.4 . . .. ... 2 5 2 202 13 84.00 34 11.00 .5 I.

Butte .. . 4 1 12 4.33 4.4 33,50 4,279 52.29 1.930 1.41

Callsias 0 0 S 29S 0 - 225 35.12 Is III

Code 0 0 0 0 0 0 • s
Contra Co $ 149 447 1.451 11.01 14,076 104.91 95.021 57.115 A .437 6.311

Des Noel€ .0..... -0 0 0 0 a O - 0 a

rL oors . 30 10 13 4,39 1.62 55.40 S 2,727 31.35 0 4.111

f o e ,. . ... s0 171 12 8.349 1.42 2&S2 5,722 44.22 0 435114

1 O1 49 2 2.00 41 470.0 0 to.

,l~molcl 59 341 . 97 10.723 3.403 57.53 1,320 15.45 ?.711 3.011

Io al ........ 18 SI 53 2.798 424 '39.00 2.174 41.02 315 .1,414

nyo ....... .. . 130 a 141 . 52 2.00 $9 81.00 0 PI

t...... .a 27 170 9.970 . 1 1 81.1 9.256 S4.46 9.130 144

IUig .... .. . 2.4 2 1.49 tO 60.00 1,419 51.35 37 .48
4 00 14 10.00 174 44.50 0 toI

Lassen.... . 0 0 0 a.. 
.

- 0 3

L. s Antilles ..3.3. . 9. 22 21.4? ,93.12 ,.074 109.19 ,950.606 70.54 .S70,091 $631.61

0ael 0 .4 41 0 - 47 53.15 0 41

M, ....... a It 500 4.590 54 70.50 1,025 SO.24 3.3 3 313

Maipou. . 0 0 1 20 0 . - -20 20.00 30

Menoocof .'. is 40 is 1,390 523 34.87 3341 S469 3oo 1.104

Merced . ...... 24 12 10 %,5S .41 59.12 4,371 519.50 4.440 1.54

4C ........ 7 33 383 203 29.00 m 23.00 134 14"

Mboo * ... ....... 0 0 0 a 0 0 0 6

Monltey ....... .I...... 30 425 130 10.16P 3,949 35.9,' •.213 47.63 0 16.110

Naps ......... 0 0 2 141 0 - 14S, 49.00 .0 353

Nevada4 ........ 1 7 3 7 4 4.00 3 3.00 01

Iwrqe ... . .. 1 45. .1S01 30.393 4,304 37.25 15.07 1116.1 20,S97 . 52.14

FPcd ........ 0 33 10 943 3867 15.10 796 79.40 0 "43

Plum$ ....... 12 75 0 52.50 li5, 54.25 0 111

itveslid ....... 20 "2 2t9 34.502 3.127 64.35 20.575 8953 34l .4 1,111

Sa.43l3nt0 ...... 20 772 3.27S 22.693 17.045 S9.39 265.046 3 1.17 140.075 141.411

Son I*lano •...... . 0 0 1 I1 0 01 37.00 0 it

son Usnd6nio .... 3 30 325 37.940 259 33.43 32.71 101.49 4.633 I5341

San 10o .. . . .. 2 423 1.996 340.685 14,24 113.41 164.151 8314 155.010 34.311

ban Fisci CO .. 450 00 s S950 4 3.215 29.554 147.14 433,730 75.26 3 4,944 Il.114

San Joaqui ...... 23 is 9? 4,554 1.333 57.96 2.223 33.23 0 4.114

San uis 03s390 . . . 53 244 40 5,32 2,154 44.22 3.037 80.52 ,35 S.AM

Ian Mato .... 79 .00 .,451 7 34.543 12.552 15901 133.041 93.95 546,41 In

Santa Barl"a . .2.0. to 49 313 20.104 2.426 121.30 10.200 so.?$ 30.550 10.04;

Santa Clata ..... 227 629 2,109 335,645 33.45 145.26 302.139 113.55 299.043 34.84!

Santa S.ut ...... a 1 to S',429 553 69.32 4,1 S4.79 0 5,43

S1ia5 . . * ...... . is so .1 2.5 1 -41.27 3,934 31.92 3,345 44

4. ..... . 0 0 0 0 0 0 0

54.%ksyOs ....... 4 is I1 . 451 34 I.0 423 33.45 3?$ 6U

5..3 1 14 3 7 6,494 $35 121.5 7.41 67.03 1,104 I.1

SOna . ..... 0 1417 178 4.245 1.157 2324 P.064 414 is I.;I

45atilg . .. 135 9is 14,040 2,643 4G 24 33.045 S50 0 54.44

Sill . ........ 4 0 Is Is t00 0 0 14

TrIla.. ....... 1 3 - iIs 3 3.00 112 31.33 Is 4

13 ..... 1 30 0 0 . 40 4000 0 - 0 I4

Ilu.ll ........ 13 to 4.411 "a 94.51 3,643 64.0S I,1I3 I C14

I og,.m .... 0 0 5 440 0 440 3t 00 431. i r,

Vtntu34 .. ...... Is 52 133 11.45 13,643 502.39 411.U92 64.63 S,'l9 s.61s

3olie . 11 6S 3.0)5 . 4 22 2.971 4%.73 0 3.1

Yul ........ 0 0 34 504 0 .. 14 40.39 0 1st

A/ ltclude i mI.Ci4105.in 4i.09.4 ,11111 3I'9 reliefam4o41mlmIn I
+ 

4 i3 to C .ale Wl aid r,Kplorll.

l01a lstUftl 0 by Sit FllKO Counity.

NOW. Becae of differences a33 ou4 0 ntiesll in 943irI relief giropm 1n &Ad lcy. data hIn this. table 4ar nlot stricly com+aibil.

- Oll, eitrmal4rd, 149r0151 notr 1e4e.1

. 1j



country

All Counties . .

Aigmeds .... . . .
Alpine ..... ... . .
Amado. .......
81I1 ....... . .

catlawllsI* . . , . . .-

Colula . . . . ..
Conlra Colis .....
04 N 1,0t 8. ....

I I DoraClo,
OIt lt l . .... . ",

10i0W ......Fliertn l . . . . . . . .

1 y 0 . ........Krno. . . . . . . . . .

KIC41 .........

Lake . ...... ..
L ssen . ........*'Los 0 Angle$ . .. .. .

w4dors .. .. ... . .

M riln . . ..... . .
,4 oIloo . . . . .
Men4cino ......
Merced . ...... . .

Mo . ........

RI,,vI140 f . . .
I.CiIm.........

Ne d. . . . .....

So tien i .. . ....
PJSan eanis .. .. . . .

soft Juaquin* *San Luil Oblv.

SellMateo
Sa.l 141 . . . .

Santa Crus .......

Sh.sa ' . . .....

Slin .ul .bt4 . , . .

lon oma.s . ......

• Sl-ais -l~br . . .. .
sul11ta l . ... . ..

irlla. I a .O ........Trinty .. ... .. ..$14ulIu ., ,. .

T 1am.... .

Tuolgarond....

voe . .+j . . .,, . . .

Yli41a . . .. . .. . .
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TAGLC Ill r.CNERAL HOME RELtrrI'
RICIPEINTs ANO rXPitNOITURES Y TYpI OI

r 
CASE

fonemb.r 1971

Ntcipi nl _r___1~_ jExpendi tures

CJimmy cmie i 04
person

Family tet,

. ota' Avets"g
99-)-l-I--I- I

*,I)$

0
15

32

46
to

1

20
a

4
9

20
1

14is
44

12
0|12

0

0
1041,•

a2

42

313
0

144

".,Is
349I

1

Jr..

61-
30

249
4

0
2

14

3
6
10
4,
0

7.351 so.sis

1:1 2.9910 0
1 . I
17 $4t

0

1

ti

0

15

12

1
29

o

0

63

Ili

442

5
1o

10

Ili

11

62

0

'16
16

13

669
1

II

30
is

11

41
12

16

669

30

10

1.6

0

t0
154

91

19

40
166
35

6
0

26.60
10

11

2I
1
II
6
0

147
4

0
290

12

269
3.7S6a

127

2,117
5.662

102
67

1.3 1 4
299

2,614
120

51
Cl

0

71
4

141

14

63.79S,233

216,193
0

Il5
4.2176

22
20

J1S,344
0

so5.697
6170?

30
9. 1

3,121
2, P60

11.412
2,050

29S
0

1.,,4.694
46

9,421
S4$

1.611
8,0.4

14,174
141

0
28,461

1.040
Sly

19.010
323.917

'211
13.491

190.11
393.031

4.120

155.634
19.20W

364.916
6.900

2.3560
417

9.446

10.91
10.311

24

20.
3,764

4,0
14.434

3.441
111

$11.392

7.635
0

140
40

1. 0
20

18.134
0

1.936
2.150

0
3.103

140't44

1.009
124

$7
0

2,193
14

7162
215
360.

3.119

210

0

4.006
44
62

,241
21,$24

0
276

16.162
19,14)

929
3.602

12.411

40.128
311
3,0

is

2,432

914S11

24

20
411

0
1.204

241
0

$10.6

93.11

46.41
93.40

20.00
92.69

10.10
32.51
04.11

17.46
r7.20
91706
64.00

14.25

109 75
2.00

13033
2500
2 4.60
72.2b;21
11 1

41.46

9.0

16.40
01.04

39.43

102.46
94.46
61.93
46.36

114.74
12.11

161.16

1900
121.15

3.24

1*.00
12.00

2 00

69.10

$6.k 1

4s.f]

Onet4 ,rsoo ciml

104

113.606,141 1 7.3)

0IS

3.6109

0100,410

0

6,45YU

1,475

2.216

10.343
1.930

236
0

1.772.699
32

9:039
20

1.144

212

7,324
145

0
24.4S

457

10, 109
302319

211
11,221

114,419
373.2 1

311914,901

141,123
16.741

324.147

1,033
0

3191,4721

1.449
14. Jg0

0

0
3.37

460
13.22 6

3,20
711

AI6
in
Cash

69.1

IS.00
20.14

2..2
69.2b

41.15
42.36

42.01
S5.40
62.31S..i4

39.61

60.49
3.20

10.40
20.00
46 01
59.94

45.23

49.62
36.7+..

61.19
62.61
35.11

11.1460.1
211.00
104.11

Ft. Is
62.40
21.26

103.AS
11.91

1J21.39
$4.64

36.04

30.41

41.21

47.s4
+

11S.00

61.2)

12.10
10.19

202.492
0

14
3.441

is
0

116.40
0

0
0
0

00
11,132

42

0
0

1.426.269

9.4'I
20

221
Iao494

J.0
0
0
0

0.
20.91,.#

0
0

1,441141.9 14
0

9.422I$1,4 P3

261,146
0

$,Io$
13.516

1,,01

0

,11
0

1.11

0-
31,299
"460

4.6J4

0 !0 1

13.101
0

91970

1161
20

368,624
S.g

1,j

0

42.913

.1,4

2.91043

.3

P,40

1.046

It's

0

20

1.140#'

3, .441

f4..it
0

1

411

1,1,40

12,461
4.11

1ncv4l0, 4ll*cota661 geo te PINi ri and4 sujppco 1 "I 4At 10 ¢al "Or4cal $I4 rec-a244l$.
l: 0OCcAU of @411oselec, ame40eg cognll4m Itn 9ol6al reflo .tOgram 6141 a OnICy. 4ata lo this aIle are not 4irl|tly coff94yabl.
01 1i4.R*464. repor(&) 1. roceive&

$51,404.san1q 4Oo
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Average Number of Persons Per AFDC-FG (Family Group) Case

December of Each Year. 1965 Through 1971

Average No. Persons Persons Cases
Per Case

December 195 3.'88 497,511 128,105

1966 3.84- 585,707 152,409

1967 3.75 646,543 17.2,478

1968 3.66 774,788 211,527

1969 3.55 964,593 273,878

1970 3.40 1;,238,422 363,989

1971 3.29 1,273,241 386,465

Source: State Department of Social Welfare
Management Information Systems
Public Assistance Caseloada and Expenditures

(Monthly Report)

STATEMENT OF HON. HERBERT FINEMAN, SPEAKER, HOUSE OF REPRESENTATIVES,
COMMONWEALTH OF PENNSYLVANIA

Approximately a year ago, I submitted a statement to this Honorable Commit-
tee when it was then considering the President's Family Assistance Progmm.
At that time, I endeavored to indicate the measure of the impact on the states
of the proposed Federal legislation concerning welfare. Because of this impact
upon the states, I firmly believe any Federal legislation should be approached
on a reasonably reciprocative basis betwen the states and Federal Government.
I think it is incumbent upon state officials to make known what affect your
proposals will have on their respective state governments. I am grateful to you,.
therefore, for this opportunity to state the views herein contained.'

May I initially state that although I am solely responsible for this statement,
the views expressed are in essence the views of officials of the Oommonweaith

*of Pennsylvania. After HR-1 passed the House of Representatives, representatives
of the Pennsylvania House and Senate, the Governor's Office and the Pennsyl-
vania Departments of Public Welfare and Labor and Industry reviewed the
provisions of the bill and developed a consensus position on recommendations to
be made for amending the proposed legislation in the U.S. Senate. Therefore,
while the following comments are mine, they also represent the thinking of
the top government officials of the Oommonwealth of Pennsylvania. 0

Although there are a total of fourteen suggested revisions to the House bill
that I would like to offer, I will, address myself at this time to only several of
the proposals which are of more important consequence to Pennsylvania and
its- ctizens.

Hi-i, as it passed the House, makes state -supplementation of welfare pay-
ments optional. I can't help but believe that this Is a grievous mistake. Knowing
my fellow legislative leaders and the Governor of the Commonwealth, I can
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assure you that the idea of reducing payments to public welfare recipients would
be most repugnant to them. Despite this, however, I-would have to state that
legislative leaders and the Governor of the Commonwealth, during periods
of extreme financial duress, could be forced into a position of seriously contem-
plating welfare reductions. I would much prefer that the Federal law not make
such a potential consequence possible.

I assure you this is not an' idle or unfounded apprehension. This can become a
reality and in fact came close to being a reality in the State of Pennsylvanin.

* A little over a year ago a former Governor of the ommonwealtb,. In an effort to
balance the State's budget without a tax increase, recommended to the General
Assembly that the general assistance payments in the State be reduced by 75%.
Along this line, recently thq State of New York announced a 10% across-the-
board reduction Jn welfare paynients. Again, this was brought on by severe
finncial problem in the State of New York. I do not believe that the law
should be so constructed, either state of Federal, that the poor people ,of our
society can become the pawns in political hassles during a sere.re financial crisis. -

HR-i, also calls for a Federal base payment for a family of four of $2,400 a
year. It is our recommendation that this sum be increased, at the very least, to
$3,000 a year. The establishment of such a low floor on the Federal payment
would be a conscious penalty to those states, like Pennsylvania, who have made
an effort in the past to have A reasonably decent public welfare program. With a
Federal base of $2,400, the benefits to -the State of Pennsylvania would be sig-
nificantly and. practically non-existent. There is, just no motivation for Penn-
sylvania to support such a rate.

If one of the purposes of this Bill is to give financial relief to the states, it
fails dismally in this goal in the Commonwealth of Pennsylvania. Figuring the
benefits at the very possible maximum and giving the proposal the benefit of the
doubt, the most Pennsylvania could hope to realize would be a $30 million dollar

,saving. This is compared against approximately $1,000,000 that the State expects
to spend this year on public welfare. This simply cannot be viewed as significant
or meaningful fiscal relief. -

' I would like to endorse at this time, as a basic goal oftLls Bill, the phased,
full Federal take-over of welfare costs for all categories. I am sure there are
different processes by which this could happen, and I express no strong views as
to the mechanics to be employed in implementing this takeover. However, I do
find Senator Ribicoff's proposal on this matter to be highly acceptable. You are
aware, I am sure, that the Senator recommended an increasing percentage of
Federal assumption of welfare costs over. a four or five year period until which
time the Federal Government had assumed 100% of the financial responsibility.
I further endorse the Senator's recommendation that this Federal assumption be
based on the federally established poverty level.

The restrictions in HR-1, on the Medical Assistance Program, are completely
unacceptable to the Commonwealth of Pennsylvania. Whereas, the purpose of
HR-1 is to give financial relief to the states, the title on medical assistance would
cost the State of Pennsylvania approximately 12,000,000 additional dollars the
first year and approximately 20,000,000 dollars the second year of the program. .
These limitations on skilled nursing care, mental hospital care and intermediate
care would have an injurious effect not only on the State but on the citizens who
would be put under a time' limitation as to how many days they were permitted
to be ill.

HR-i, as it passed the House, has a rather unusual administrative mechanism
for carrying out the purposes of welfare reform. The Departments of Labor and
HEW are assigned similar responsibilities and would be required to perform the
same services for welfare recipients depending on whether a family has an em-
ployable person. In other words, a family without an employable person would
receive their social welfare assistance and services from the Department of HEW
or its state counterpart. If a family has an employable person, that family would
receive its public welfare assistance and services from the Department of Labor
or its state counterpart. This would result in-having two parallel governmental
agencies performing the same function. It just simply cannot be justified for our
Penns lvania Department of Labor & Industry to set up the-same bureaucratic
mechanism and hire a staff of social workers to perform the same functions
which Pennsylvania Department of Public Welfare is already properly equipped
to handle.

I see nothing wrong :with the Bill requiring that employable persons be referred
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tb tie: Department of Labor & Industry for training and employment, but I can
see no advantage whatsoever for that Department to provide for welfare assist-
ance and services. Even if the Labor Department would sign an agreement for the
Welfare Department *to perform this function, no advantages accrue in placing
tlie legal responsibility on the Labor Department.

One of the Very big deficiencies in the present Bill is its silence on childless
couples and single persons. They are excluded from any coverage in HR-1. It
would be my recommendation that this oversight be corrected and a category,
which is known as General Assistance in our State, be made part of the Federal
Welfare Program. In addition to the above suggestions, I would like to list some
other proposals that the Commonwealth of Pennsylvania is most desirous of
having incorporated in the legislation in question.

The poverty level, which would be -sed to determine assistancejevel,-should
be redetermined annually to reflect chngesIn-thevost-ofliVlng. The provety level
shouldLnoLbe-frzen--at-ab amount that is specified by law. Updating should
require amendment of the law.

Reality would require that if we are going to have national standards on public
welfare, we must also recognize that the cost of living varies between different
regions in the nation and that there should be adjustments in payments between
those regions.

H.PR-1 presently provides that recipients could be requited to accept employ-
ment, at a pay level which is no more than three-quarters of the Federal minimum
wage. This is completely unacceptable and is inconsistent with other Federal
laws. The Bill should.not require employment below the minimum wage.

The provisions in this Bill to establish 200,000 *public service Jobs is in-
significant, and this provision should be expanded considerably, to a more realistic
level.

The day care provisions are also extremely unrealistic and the provisions in
the Bill for 875,000 day care slots should be increased by at least three fold.

There is no provision in the Bill to protect a potential recipient in the event
that there are no day care facilities, training or employment opportunities avail-
able. No one should be denied benefits because of the lack of. such facilities for
which the recipient cannot be faulted.

Federal courts have already stated that residency requirements for welfare
recipients are unconstitutional and such requirements in HR-i should be
eliminated.

Regarding the goal for full Federal assumption of public welfare, we would
like to see the Bill provide protection for the rights of all employees who are
presently employed in state and local welfare programs.

I cannot stress strongly enough the importance of welfare reform to the states
of this nation. I would like to urge with all vigor that it is a critical need for the
states to have help in public welfare Just as quickly as possible. Wet in state
government, have been under the gun to take a more responsible position in'

* solving our domestic problems such as education, housing, transportation, pollu-
tion, etc. I want to assure'this Committee that the legislative leaders of the State
of Pennsylvania accept that responsibility, -but-we-must-h-ve-your help to fulfill
it. If the U.S. Government will move toward a complete welfare reform which
will include full Federal assumption of the welfare program, the Mtates will be
able to do much more toward the above-mentioned problem areas and to provide
heavier financial assistance to their cities and municipalities, which, in like
turn, should relieve considerably the pressures upon the Congress from the
cities for urban aid. If you will help us help ourselves, you hopefully will be
relieving yourselves of considerable pressures for Federal assistance in the future.

Thank you. I appreciate this opportunity to have submitted this statement.

STATEMENT OF HON. K. LEROY IRvisi MAJORITY LEADER, PENNSYLVANIA HousE
OF REPRESENTATIVES

Mr. Chairman and members of the Senate Finance Committee, XanW both
pleased and honored to be. able to present to you the following statement

I know this committee of senators has heard all types and kinds of testimony
concerning the effect ofHR-1 upon the various states. To a good bit of this testi-
mony I will subscribe and a large part of it I can endorse; and I will speak
about some of it later. However, my immediate concern is not the government of
the Commonwealth of Pennsylvania but rather its citizens.
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I would also like to preface my comments in an effort to put my statement into
context. We have made an effort in the Comlonwealth of Pennsylvania to ana-
lize HR-1 in terms of the effect the bill would have on the Commonwealth and
its citizens. A committee of people representing the Pennsylvania House and
Senate, the Governor and two executive department, Welfare and Labor and
Industry analyzed HR-1 with the purpose in mind that concrete and specific
suggestions would be made for amending the bill in the United States Senate.
The comments I will make will be consistent with this consensus position, which
has been agreed to by the top elected and appointed officials in the State of
Pennsylvania.

HR-1 presently freezes welfare benefits for the next five years. This is terribly
inconsistent with reality. It completely eliminates consideration of the condition
of life some of our more unfortunate citizens must live. Even if the President's
anti-inflation program should be successful, there is bound to be an Inflationary
process taking place, at the rate of at least 2 to 3 percent a year. I believe the
President has indicated that he will consider-his progmrn succesful if he can
hold the inflationary spiral to 3 percent a year. Therefore, in actuality HR-1
would call for at least a 3 percent annual decrease in benefits to welfare
recipients. Of course, at this point those who are critically suspicious of the
whole public welfare program could charge that there are too many ineligible
people on the welfare rolls. Even if this were true, which I seriously dispute, I
ask you, do you want to penalize those unfortunate citizens who are legitimately
on the welfare rolls by reducing their benefits because of a statutory freeze.

It is my recommendation, therefore, that all such assistance benefits should be
subject to cost-of-living increases to be implemented at least on an annual basis.

One of the concepts that we in Pennsylvania have endorsed wholeheartedly
both in the President's proposal and in the language of HR-1, are national stand-
ards for both eliglbi. ty and benefits. Although we do endorse national standards,
I think this can onl5 )e effective if we recognize the fact that there are different
cost-of-living levels in different regions within the United States. I think it is
rather obvious to most of us that a family is probably a little less economically
deprived on $2,400 or $3,000 a year in a rural parish in Louisiana if compared
to a $2,400 or'$3,000 income in the cities of either Pittsburgh or Philadelphia.
Having regional differences of benefits will not be an insurmountable administra-
tive problem. I think the United States Government has more than ample data
available to it to support such differences.

I am sure that most of you are very much aware that HR-i'presently allows
employment at three-fourths the federal minimum wage. In fact, it not only
allows for sub-minimum pay but would require a welfare recipient t6 be willing
to accept sub-minimum pay with threat of losing benefits if refused. It is incon-
ceivable to me that the United States Government could on the ore hand estab-
lish an absolute minimum value for human labor and on the other hand ignore it.
I can tell you precisely the psychological effect that such an inconsistency will
have upon a wefare recipient. A large number of welfare recipients have prob-
lems concerning their own self-esteem and self-value, and with a policy such as
this, this will only emphasize their feeling of being some kind of inferior human
being. I believe it is the consensus of opinion of almost eVeryone that the present
-welfare system has been self-defeating. This has come about because the system
has forced recipients to consider themselves inferior and therefore destroyed
their ability to become self-sufficient citizens. The provision in IjR-1 requiring
recipients to work for sub-minimal pay will cause the new welfare program to
be self-defeating in the same manner as the present program. I can only state
with all the vigor at my command that this is the worst possible method to
reduce the welfare rolls. Our Job is to give these people some self-esteem and
feeling of self-value--not take it away-so that they will believe that it Is within
their power to elevate themselves. If there is any one thing in HR-1, as it is
presently written, that I have to say is totally and 'completely repugnant to any
sense of decency or propriety, it is this requirement that welfare recipients would
have to be willing to work at a sub-minimum level of compensation.

I, therefore, recommend as firmly as I can, that HR-1 be amended to state that
no one would be required to accept work below the federal minimum wage as a
condition for receiving benefits.
, hR-irs provision to provide approximately two-hundred-thousand public serv-
ice employment jobs is begging the issue at best. I am in no way implying that I
oppose public employment as a step in the process of making everyone self-sup-
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porting, but two-hundred thousand, is meaningless. If this is not increased at
least to approximately one-half million Jobs, it will not be of any particular sig .
nificance. On public service employment, there is an aspect of this that worries me
considerably and has worried me since the passage of the Emergency Employment
Act of 1971, How much the public employment provision in HR-1 worries me
depends on how similar it is to the Emergency Employnent Act-provision. Under
the Emergency Employment Act a state or a locality will receive federal funds
to hire and train unemployed- pe-ople.-Under__ the Emergency Employment Aet,
after a certain period of lower unemployment the federal funds for theprogram
can be withdrawn from the state or locality, which means that those people who
have been holding jobs underwritten by the federal funds will again possibly find
themselves unemployed. This process that we have been following in the last
years of starting to help poor or under-privileged people and then suddenly
dropping them has led to a horrible cynicism on the part of the under privileged.
This cynicism makes it extremely difficult to motivate and lead these people to
more positive attitudes toward life. I would ask you to review the provisions.of
1IR-1 on public employment both from the standpoint of expanding its provisions
and to assure that it is intended to help and not damage. -

As we are all well aware, the very core of any welfare ref rm program should
center around the'children Who are caught in the welfare tr p. The self defeat-
ing aspects of the present welfare program are no more ev ient than they are
with the children of mothers who find it necessary to recei V4Welfare. It is not
difficult at allito obtain supporters for a day care program, which would -permit
mother who are receiving welfare to obtain employment and leave the welfare
rolls. However, what is much more important than just providing cstodial care
for children so the mothers can work, is the providing of developmental programs
for the children. A comprehensive child welfare program, providing education,
health and medical care, nutrition and positive social outlets in order that the
children will have a fighting chance to develop into self confident and poductive
human beings is an absolute necessity. In lieu of the provisions of HR-1, I would
,recommend the program that was included.in the OEO extension bill which the
President vetoed. At the very least, I would recommend that Senator Ribicoff's
proposal be accepted whereby the money provision of HR-1 for child care be in-.
creased from $700 million to $1.5 billion.

The big issue that has'provided the motivation for welfare reform has been a
mythological Issue whereby the average taxpayer feels that the average welfare
recipient is a lazy bum, and will remain a lazy bum and on welfare unless he is
provided with some pretty hard-nosed incentive, to get off his duff and get working.
For those who believe this myth as being gospel and accept it as an absolute truth
in our society, I will make no attempt to convince otherwise. I am sure. they have
heard every argument which I am capable of mustering. They have heard all
of the data; they have been told all of the realities; and they choose to believe that
the average welfare recipient is still what they thought in the first place-a
lazy bum. Accepting the fact that a large number of our population and also a
large number of our elected public officials accept this myth, I am prepared to
agree, especially in light of the recent passage of the Talmadge amendments to
the Social Security Act, that HR-1 will have to include some provision requiring
a welfare recipient to register for work and/or training. I find this requirement
repugnant among other reasons because it was built upon a myth that fact can-
not seem to destroy. As I am prepared to endorse the consequence of this myth,
I would like to ask you to Consider the administrative reality of what this require-
ment calls for. This means that there will have to be many, many more social
workers, Job counselors, education counselors and day care attendants. This is
fine. I don't disagree with the concept that the public should provide technicians
to assist low income people, but what I am saying is that I doubt very much that
either the Congress of the United States or the legislatures of the various states
are going to be willing to appropriate any where near the necessary funds to
provide all of these necessary employees. Considering that this is probably a
better than even possibility that all of the necessary functions will not be financed,
we will have to admit that a lot of welfare recipients will not be placed in train-
ing and will not be placed in Jobs. It is my recommendation that these people be
protected in the bill from a loss of beenfits because of the absence of training or
employment in their local area. I am requesting that language be written into the
bill that would prohibit any state or locality from denying benefits to any indi-
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"vidual who is unable to participate in either training or employment thTough no
fault of his own. No fault would be interpreted as the lack of suitable and avail-
able training or employment within a reasonable distance from his home. Avail-
abilHtybf transportation should be a consideration in making-this judgment. The
lack of day care facilities should not be used to-deny a recipient benefits.
I would like to follow through on-the requirement in HR -i that would eventu.

- 'ally require the mothers of pre-school age children to register for work or train-
I ing. As a human being, I find this repugnant beyond belief that we can. be so
unrealistic as to separate a mother and a baby during one of the most critical
periods of time in a child's growth. The Talmadge amendments to the Social
Security Act recognizes this and does not place mothers of children under six in
a forced work situation. Psychiatrists are now telling us that the emotional
patterns of later life are fairly well established in the first few years of one's
existence. They further tell us that these emotional patterns to a large degree
depend on how much physical coddling and physical attention based on love'the
child received in its first few years of life. My friends of this committee, It is not
my intention to wave a flag of motherhood before you, but I am citing to you what
to my understanding is scientific fact. I would like to see the bill amended so as
not to require any mother, with pre-school age children to register for work or
training.

I would like to take this opportunity ,to endorse a couple of recommendations
that were recently made by Governor Sargent of Massachusetts, Governor Shapp
of Pennsylvania and a number of other Governors. I wholeheartedly endorse
their suggestion that HR-1 have a basic floor of $3,000 a year for a -family of
four. I also endorse their recommendation that no recipient should receive less
than he would have received under a combined program of food stamps and wel-
fare payments' under the existing programs.

Following, I would like to leave with this committee ,a very brief, outline of.
suggestions for amendment to the bill, that would improve its administration from
the viewpoint of the State.

HR 1 should be amended to make State supplementation of welfare payments
mandatory at least u , to the level of: their present benefits To permit a state to
W-lfer its benefit level ould'both be disastrous for the welfare recipient and to.

the political process in the states.
I wholeheartedly endorse the concept of full federal assumption of all welfare

categories including state general assistance programs. I can endorse the proposal
made by Senator Riblcoff to have a phased federal 'takeover in a 4 to 5. year
period. This federal assumption of federal welfare benefits should be based upon
the federal government's poverty level criteria.

I am very much opposed to the restrictions in HR-1 on the medical assistance
'progr m. The limitations this bill would place on skilled nursing care, mentfil
hospital care and intermediate care would be fiscally injurious to the State and
inconsistent with one of the purposes of this bill to give the State fiscal relief.

Under HR-1, as it is presently written, welfare services and assistance will be
provided both by the departments of Labor and Health, Education and Welfare
and their state counterparts. I think this would be very bad law and I think the
responsibility for public welfare should be lodged with a .single government
department.

I have submitted this statement with the expressed purpose of addressing my-
self to the human aspects of HR-1. I am not unaware that when one addresses
himself to the human aspects he runs the risk of the charge of "do-gooder" or a
"bleeding heart". This risk I have taken wilfully and knowingly. I have taken

- this risk and I am willing to be called a "do-gooder" or a "bleeding heart", but'
what is more important is to get these people off the welfare rolls if it is possible.
To this goal I will stand shoulder to shoulder with the most conservative person
in the United States whose ambition it is to remove all people from the welfare
rolls. I can think of nothing I would sooner do. I can think of nothing I would'
rather see'happen. That is why I have spoken. on this matter. I see some aspects
of HR-1 that would be self-defeating and I with everyone else would like to see
welfare reform be successful. I would like to see all of our citizens self-supporting
and off the welfare rolls;.and I can sincerely say that everything I have com-
mented on has that goal in mind.

Are there any among us who are not concerned about the poor? Of course not.
Is there anyone who doesn't care? I doubt it very much. My only desire is to
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challenge all of us to direct that concern and care into a welfare reform program-
that will not be self-defeating. Let us help people get off welfare-not trap them
into an eternal hell of welfare.

WISCONSIN LEGISLATURE,
- SENATE CHAMBER,

January 31, 1972.
.Hon. RussELL-B. LONo,-
Chairman, Senate Committee on Finance,.
U.S. Congress,
Senate Office Building,

DEAR SENATOR LONG : Upon direction of tlie Wisconsin Legislature we are trans-
mitting a copy ofSenate Joint Resolution 19, -memorializing Congress to enact
federal legislation authorizing state public assistance programs to use vendor
and voucher payments In certain circumstances.

This Joint Resolution was adopted by botl-Houses of the Wisconsin Legisla-
ture and expresses its feelingB.

Sincerely yours,
WILLIAM P. NUGENT,

cSenate Chief Clerk.Enclosure.

THE STATE OF WISCONsIN-1971 SENATE JOINT RESOLUTION

ENROLLED JOINT RESOLUTION

Memorializing congress to enact federal legislation authorizing
state public assistance programs to use vendor and voucher pay-
ments in certain circumstances.

Whereas, state administration of a public assistance program should recog-
nize two basic objectives, first, the desirability of delegating some measure of.,
moderate control to the local govern.w.ents dispensing. such assistance, and
Second, the necessity of taking into account the real difficulties encountered
in administering assistance cases where there is a demonstrated mismanagement
or misuse of funds; and

Whereas, in an attempt to meet the latter objective congress has heretofore
enacted sections 603 (a) (5) and 606 (b) (2) of the federal social security act,
which provide in part that aid to families with dependent children may include
payments in behalf of any such children made either to afio ther individual con-
cerned with the welfare of those children or to a person furnishing food,
shelter, or other goods, services or items to or for them, provided that the
number of said individuals 0r persons (who are commonly referred to as
"protective payees") do not exceed 10 per centuni of the number of.other recipi
ents of aid to families with dependent children In the state for any particular
month; and.

Whereas, other sections of the social security act relating to the adminis-
tration of public. assistance require an unrestricted money payment unless.
the assistance agency has first provided the opportunity for a hearing to deter-
mine that the public assistance recipient is incapable of handling his funds,
and only then may the agency appoint a protective payee; and

Whereas, the protective payee system has proven completely unworkabPe be-
cause local welfare directors find it difficult If not impossible to find persons
willing to serve as protective payees; and

Whereas, as of January 1, 1971, Milwaukee county alone had 1,259 active
cases In which there had been a demonstrated nmismanagement of funds pri-
marily because of failure to pay rent or utilities ; and

Whdreas, in certain cases under the federally subsidized program of oid to -

families with dependent children (AFDC) where there has been demonstrated
mismanagement of funds, the local welfare department often- finds it necessary.
t--TiWorize adouble payment for rent and utilities after the first payment made
from AFDC funds has been misspent, with the second -payment coming from
strictly county funds; and

Whereas, failure to authorize federal funds for vendor and voucher payments
made toAFDC recipients forces the state to assume an unfair burden in financ-
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Ing public assistance cases where mismanagement of funds has been demon-
strated; and

Whereas, the' unrestricted money payment requirement causes problems for
bOth the public and private assistance agencies because some AFDC recipients
presently misuse the public funds given, them for special needs, such as furniture

•and then proceed to obtain these special needs items from private agencies; and
Whereas, this situation results in a waste of Public funds and depletion of

the resources of private agencies; and
Whereas, the practice of prohibiting voucher and vendor payments' to AFDC

recipients is neither economical nor equitable for state and loc tl agencies,
administering federal assistance programs; and

Whereas, as stated in the second paragraph hereof, the congress of the United
States has already established-the- legislative -precedent for a 10 per centum
formula of restricted payments in AFDC cafes; now, therefore, be it

Resolved, By the senate, the assembly concurring, That the legislature of the
state of. Wisconsin urges federal legislation to permit a county government
or its welfare agency administering federal assistance programs to authorize
the following two-fold limited voucher and vendor plan in granting aid to fami-
lies with dependent children, without the loss of reimbursement of the federal
share of such aid: 1st, to dispense grants of aid to all new AFDC recipients
in the form of vendor payments and vouchers for commodities for un initial
period of up to 120 days wherever it is feasible to do so, provided that the num-
ber Of new recipients getting restricted payments do not exceed 10 per centum
of the number of other APDC recipients getting assIstance from the same county
government or agency for any particular month ; and 2nd, to give aid to families
with dependent children, as provided in section 49,19 (5) of the Wisconsin
statutes, in the form of supplies or commodities* or vouchers for the same, in
lieu of money, as -a type of remedial care Nkhenever the giving of aid in such form is-
deemed advisable by the county welfare director dispensing such aid as a means
either of attempting to rehabilitate a particular person having the care and
custody of any such children or of -preventing-the misuse or mismanagement

'by such. person of aid in the formof money payments, provided that the number ofsuch persons getting restricted payments do not exceed 10 per centum ofthe
number of other AFDC recipients getting assistance from the same county
government or agency for any particular month; and, be it further

Resolved, That duly attested copies' 6f this adopted resolution be immediate-
ly transmitted- to the secretary of the federal department of health, education
and welfare, the chairman of the finance committee and the secretary of the
senate of the United States, the chairman of the ways'and means committee and
the -clerk of the house of representatives of the United States, and to each
of the 12 members of congress from this state. -.

WILLIAM P. NUOENT,
Chief Clerk of the Senate.

- THOMAS P. FOX,
- Chief Clerk of the Assembly.

STATEMENT PREPARED BY STATE REPRESENTATIVE ARTHUR L. BUCK, WYOMING,

NATIONAL LEGISLATIVE CONFERENCE TASK FORCE ON HUMAN RESOURCES

ENACTMENT OF H.R. 1
It is the consensus that it might be better to defer enactment until pilot pro-

grams in a few states, both sparsely and heavily populated, to determine merits
'of the program before adoption nationally.

There was general concurrence with the statement of objectives, for true welfare
reform outlined by Chairman Russell Long:

1, It must discourage family breakup and foster family unity;
2. It must prevent cheating and dishonesty and when -this fails, detect it

and deal firmly with it;
8. It must reward efforts at self-help rather than rewarding idleness among

the employable; and
4. It must provide adequate child care services for children of low-income

working mothers and mothers on welfare. -

Since there is considerable v'ariation among the states in welfare volume and
extent of services, some latitude should be left to the several states in adminis-
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tration of the program. (Only 3% of Wyoming's population, approximately 8,000
persons, are on welfare.)
National minimum income standards

In view of inflationary developments, there is an obvious need for upward
adjustment, at least to the level of that proposed in H.R. 1. (Wyoming presently
allows $104 monthly for individuals and $178-for couples.)
Fiscal relief or fiscal protection for States

States should have federal relief in the proposed program of national coverage
In deference to the new residence requirement as determined by the courts. At
least the states should have no additional liability.
Financial incentives to work, or income disregards

Incentives shoulder retained. (The first $30 and one-third of additonaihcome.
are permitted in Wyoming.) *
Work. requirements and.suitabkt;ty of work

Should be determined by the individual state, depending on nature of relief
rolls and availability- of opportunity. (Iii Wyoming, opportunity is Ifinited'both
In the private and public sector. Retraining, also expensive, is essential in many
cases.)
Federal-State administrative responsibilities and options

Federal Regulations a's a rule are not flexible enough to meet requirements of
individual states. (Wyoming has' no large urban areas which may be eligible for
impact. programs.)
Day care and child development services

Is needed at low income level when pay of parent does not compensate for cost
of child's day care which in many cases Is inadequate and! not socially to best
-interest of the child. (Child care centers in Wyoming at present are inadequately
regulated.)
Welfare administrative procedures

Procedures should be implemented by, in addition to interview, validation of
statements invoi'tng checking with various federal social security' and tax
information sources.

In addition, a deserting parent would be obligated to the United States for the
amount of any federal payment made to his family less any amount that he
actually contributes by court order or otherwise to his family.
State role in administering manpower, child care and supportive services in the

opportunities for families program for employable recipients
Administration should be left to the states without the involvement of the Labor

Department. Local agencies are more familiar with recipient needs in relation to
actual working conditions and pay scales. (Employment Is frequently limited to a
short work week so that the employee does not qualify under existing Statutes.)
State administered social services

The concept of an "open-ended" approriation should be restored, eliminating
the ceilings as provided in H.R. 1.

SOUTH JksREY CHAMBER OF COMMFRCac
Pennsauken, N.J., December 1, 1971.

Re Social Security Tax-Provision of H.R. 1.
Hon. RussELL B. LozG,
Chairman, Senate FPiance .Committee,
U.S. Senate, Washington, D.C.

DEAR SENIATOR LoNe: On August 5, 1970 the South Jersey Chamber of Com-
merce wrote you to express its views on H.R. 17550, a Social Security bill then
under consideration by the Senate Finance Committee. We favored Social Secur-
ity benefit increases but opposed automatic benefitincreases and the method of
flancIng the automatic increases.

Fortunately H.R. 17550 was laid to rest and indeed we are grateful for the
sound Judgment that prevailed in the 91st Congress which prevented its passage.
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Congress did, however, Increase Social Security Benefits and in fact over the
past two years benefits have increased some 25%.

We are beck again, Senator, to solicit yoursupport for the defeat of the Social
Security Provision of H.R. 1 which passed the House of Representatives June 22,1971.

0ur organization opposes the Socialk Security Provision of H.R. 1 which pro-
vides for automatic benefit increases because of the alarming additional taxes to
individuals and their employers.

President Nixon's Tax Reform Program proposes an increase In the individual
income tax exemptions for 1972 and the enactment of the referepce tax would
off-set net tax relief for the middle class citizen. kt

It would burden American Business with additional costs nalng it difficult
to compete with foreign competition.

If the measure is enacted It would establish a dangerous precedent and those
on welfare, unemployment compensation and State and local pensions would also
demand automatic benefit Increases. Again this would require substantial amounts
of taxpayers funds whether from the State or local source.

The South Jersey Chamber of Commerce represents over 600 businesses who
employ In excess of 100,000 and we urge you to work for the defeat of the Social
Security Provision of H.R. 1.,

ThAnk you for the opportunity of expressing our views to you on this vitally
Important matter.

Sincerely yours,
S. NATH N IJEV, President.

AMERICAN BAR As LOCATION,
SECTION OF ADMINVITRATiVE LAw,

Ohicago, Ill., January 17,1971.
Hon. RussEu. B. LON%,
Chairman, Committee on Finance,-
U.S. Senate,Senate Office Building, Washington, D.C.

DEZA SENATOR LONG The Committee on Hearing Examiners of our Section has
brought to my attention Section 2031(d) (2) and 2171(d) (2) of H.R. 1, presently
pending before the Senate, proposing amendments to, the Social Security Act.
Thesaq are not consonant with the intent and policy of a resolution adopted by the
CounCil of the Section of Administrative Law.

The particular aspects of the bili'wlhih concern us are those that provide that
the Secretary of the Department of Health, Education and Welfare would be au-
thorized in his sole discretion to appoint persons to act as Hearing Examiners
in Family Assistance Hearings and others, without requiring such persons to
qualify as Hearing Examiners under the Administrative Procedure Act, 5 U.S.C.
551 et seq.
' In view of our Council position, it is the policy of the Section of Administra-

tive LAw of the American Bar Association that the appointment of such Hearing
Officers by'the Secretary would not promote the purpose of the Administrative
Procedure kct, and consequently, Congress should grant such authority to make
appointments of qualified persons only on condition that the Civil Service Com-
mission Is unable to provide the Social Security Administration with a large
enough number of persons qualfled for, and willing to accept, appointments by the
Social Security Administration as Hearing Examiners under 5 U.S.C. See. 3105.

Very truly yours,
MILON M. CARnaow,

Ohoarmas, Section of Admintstratve Ldw.

JOINT STATEMENT OF AMERcIAN CHROPRACTIC AssOCIATION AND INTERNATIONAL
CHIOPRACTORS AssocATIoN

(Jointly submitted by: Dr. Sohn L. Simons. President, American Chiropractic
Association; and Dr. William S. Day, President, International Chiropractors
Association)

SUMMARY OF CHIROPRACTIC POSITION

I.' HR. I should be amended to include chiropractic benefits for Medicare bene-
ficiaries. This can be accomplished by deleting Section 278 of H.R. 1. and sub-
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stituting Section 205 of H.R. 17550 (91st-Cong., 2d Session) as passed by the
Senate in 1970.

2. No further study of chiropractic (as proposed by the House bill) is necessary,
since the existing data among the States medicaid programs fully justifies chiro-
practic inclusion in Medicare.

3. The States are requiring the inclusion of chiropractic services in commercial
health and accident insurance policies.

4. Industry is providing chiropractic benefits in health programs for its em-
ployees and retirees.

INCLUSION OF CHIROPRACTIO BENEFITS IN MEDICARE

Chiropractic urges this Committee to delete § 273,of H.R. 1 (pp. 280-1) which
provides only for another study, and substitute in its place the language which
this Committee previously adopted in 1970, under identical circumstances. Spe-
Cifically, we urge you to adopt the language of Section 205 of H.R. 17550, 91st
Congress, 2nd Session, which would directly include chiropractic services, as
follows:

"(a) Section 1861(r) 'or(4)' of the Social Security Act... is further amended
by--

"(I) striking out 'or (4 )1 and inserting in lieu thereof '(4)', and
/ "(2) inserting before the period at the end thereof the following 'or (5) a

chiropractor who is licensed as such by the State (or in a State which does
not license chiropractors as such, is legally authorized to perform the serv-
ices of a chiropractor in the jurisdiction in which he performs such services)'-
and wh6 meets uniform minimum standards promulgated by the Secretary,
but only for the purpose of sections 1861(s) (1) and 1861(s) (2) (A). and
only with respect to treatment by means of manual manipulation of the spine
which he is legally authorized to perform by the State or jurisdiction in
'which such treatment is provided."

(b) The amendments made by this section shall be effective with respect to
services furnished after June 30,1972."

(N.B.-We have changed this date from the 1971 which appeared previously.)

NEW INFORMATION

In the interest of saving the Committee's time, we shall not repeat' the argu-
ments presented to you when chiropractic testified on September 17,' 1970, and
request that you consider those earlier statements as part of this present one.

Instead, we should like to call your attention to certain important developments
that have taken place since we testified almost one and one-half years ago.

1. A further study is unnecessary
There is no need for any study. of chiropractic in medicaid, as would be

required by the House bill. The pertinent data is already available and it proves
-the wisdom of the Senate's previous action in including chiropractic.

At present, some 18 States authorize chiropractic services in their medicaid
programs. They are: California, Connecticut, Idaho,, Indiana, Iowa, Kansas,
Massachusetts, Michigan, Minnesota, Nebraska, New Hampshire, New York,
North Carolina, Ohio, Pennsylvania, South Dakota, Texas, and Washington
State.

Take California, for example. The official data from the Californ!a State De-
partment of Health Care Services shows that in 1970 there-were469,915 visits
to doctors of chiropractic and a total payment of $2,a"40 6 for these visits at
an average cost of $4.94 per visit. (In addition, some $384,286 was paid for other
services). The officlal-ilata gives the "average monthly payment per eligible" to
all providers oJ health care in 1969 and shows that the average monthly pay-
ment to chiropractic doctors was the lowest, by far, of any of the providers: 84
for chiropractic doctors, .$7.70 for other doctors, $3.24 for pharmacists, ,$2.03
for dentists, 440 for optometrists, 134 for podiatrists, somewhere between $6.62
and $7.85 for hospitals, and $9.47 for nursing homes. The total "average monthly
payment per eligible" in 1969 was $30.56, of which the 80 paid to doctors of
chiropractic represents only 0.002% of the total, or the infinitesimal amount
of 2/1000ths of the average monthly payment for California's medicaid
beneficiary.

The extretnely small financial impact of chiropractic on the total cost of State
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medicaid programs throughout the country Is illustrated also bY the North
Carolina program. In 1970, there were 2295 cases, and doctors of chiropractic
were paid $114,361.06 out of the State's total expenditure of some $69 and one-
quarter million, or / or 1% of the 1970 total. A similar pattern appeared in
Nebraska where the cost of the chiropractic program represented only 0.029%
of the total medical assistance program for 1970.

Let us turn to New York City's medicaid program. A survey made by t
City Iealth Department for 1970 showed 27,737 cases under chiropract care
primarily for the treatment of neuromuscular skeletal disorders and t t more
than 50% of the cases treated required fewer than 9 visits for com letion of
care.

The data is already available without further study, and it is even more true
now than it was in 1970 when the Committee's report stated:

"The Committee on Finance believes, however, that further study of chiro-
practic services under other plans is not required to support coverage of the
services ofchiropractors under the supplementary medical insurance program."-
(Sen. Report 91-1431, 'pp. 142-3).
2. Statc8 Insist Upon Chiropractic Benefits in Insurance Policies

During the 1971 State legislative sessions, seven States adopted what have
been called "insurance equality" laws. These statutes require that all Insurance
contracts written or renewed in the state thereafter which include physiclans'
services must *also mandatorily include chiropractic services under'the policy.
These seven states are: Arkansas, Nevada, New York, Oklahoma, Pennsylvania,
Washington, Wyoming.

With these seven States, there are now 26 States that.have enacted such "in-
surance equality" laXvs. And there is reason to believe that this number will be
increased. These 26 States include 64% of the entire American population. Thus,
some 64% of all of our population must be offered the opportunity, in' their free
choice, to select chiropractic services under their commercial insurance policies.

In addition, I should point out that there are other States which have the
same kind of mandatory provisions about the inclusion of chiropractic services
under BhieCross-Blue Shield plans. For example, since. the first day of 1971,
Michigan's six million Blue Cross-Blue Shield beneficiaries have the statutory
freedom of choice to select chiropractic care is they want it.

The "insurance equality" laws represent a relatively new development. Of
the 20 States that have enacted such statutes, 16 passed or amended their laws
only since 1969. This is obviously the wave of the future, Mr. Chairman, and it
completely justifies the action previously taken by this Committee in proposing
immediate inclusion of chiropractic services, in Medicare. There is nothilig so
strong as an idea whose time has come. These legislative developments alone
illustrate clearly that the time has come for chiropractic inclusion in Medicare.

. Would- it not be odd if every insurance company in the States had to provide
their beneficiaries with the option. to choose chiropractic services-every ofe,
that is, except that sponsored by the Federal Government? We do not believe
that the Congress, wants the Federal health care program to be out of step with
the clearly expressed desires of the. American people for chiropractic benefits in
all of their health care programs. We respectfully submit that there is no valid
reason for Medicare to dety to the American people the same right they have to
obtain chiropractic services In commercial insurance,
3- Indust fry provides chiropractic coverage

Another significant development that took place last year Is that large Industry
has decided to include chiropractic services In its own employee health plan. -For
example, General Motors changed its employee health benefit plan speclflcally
In order to Include chiropractic for. all of its employees. in the United States and
for its retirees. Another example: Monsanto Company, a leading American
chemical producer, defines the term "physician" so as to cover the services of a

* chiropractic doctor which he is legally qualified and licensed to perform at the
time and place where such health service is rendered. And similar actions are
taking place in ever-increasing numbers.

CONCLUSION

In terms of- major current developments among the States and in Industry, it is
wholly anomalous for Medicare to exclude chiropractic services. It is contrary

72-573-72-pt. 0-9
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to the hIvet interests. as well as the clearly exlpre.ed desires, oif the American
ieli le In their Ieialth care services.
. Therefore. wve urgently suggest that once again this Committee take the leader-

Shili which you)i have already exh1ibited and that you amend li.H. 1 to Include
chiropractic health care services in Medicare. Specifically, we urge that you
delete Section 273 of 11.11. 1 and sulistitute in its place the provisions of Section
205 of 11.1. 17550 reported by this Committee in 1970. Only in this way would
Medicare I eneficiaries have Freedom of ('oice of their health care providers.

STATP.IENT'1F THE AMERICAN COLLEGE or NURsiNG lio'ME ADMINISTiRATOIRS.
UiMITTED IY I)ONOVAN- J. PERKINS, ).'..A., PIEII)sDENT

The American College of Nursing Home Administrators, the professional
society of individual administrators with a proved record of accoipllslmnits
.and dedication to. high standards of professional administration, is deeply con-
verned over proposed sections 269 anti 270 of il.H. 1, the Social Security Amend-
Inents 1971,. which would permit states to grant permanent waiver licenses to
adinistraors who had been working as nursing home administrators for iutore
than three years before the basic provision became effective in July, 1970i91d
which would terminate the National Advisory Council on Nursing Home Ad-
ministration prematurely.

The provision permitting the granting of permanent waiver licenses would
almost certainly throw into total chaos the carefully constructed and implemented
licensing programs of, the states participating in the Title XIX (Medicaid)
program. The approach designed by the 1967 amendments establishing the initial
requirements fdr licensure of nursing home administrators did not provide

'\ for. such "grandfathering." The states, in order to comply with the original
\ and subsequent requirements, htkve made greet efforts to establish licensure
\programs based largely on the extremely valuable guidance of the National

\Advisory Council.\t this time the states already have licensed thousands of administrators,
niah" of these provisionally. Section 1908 of PL 90-248 permits states to grant
provisonal licenses to administrators who have served as nursing home ad-
iiinistNators during all of the calendar year immediately preceding the calendar
year In Which state licensure legislation is enacted. This "provisional" license
must expire no later than two years after issuance or on June 30, 1972, which-
ever is earlier. The salient stipulation of this waiver provision* is the attendant
educational requirement which provisional licensees seeking a permanent license
must satisfy pri0, to aceel)tance to the licensure examination. The obvious purpose
of this educationally requirement is to upgrade the professional competence of
waverede" administrators to satisfy the federally established minimum
standards.

As a direct effect of'tjie provisional waiver, numerous preparatory training
programs have been designed across the nation. Most of these programs are
based in higher education 'institutions. The development of these- preparatory
programs along with state 'levied requirements for future education levels
necessary for entry into the profession and an increasing a'reness among the
nation's educators of the need for formal academic degree programs have stimu-
lated the growth and proliferation of adult continuing education programs and
associate, baccalaureate and masters degree programs. The continuing educational

* requirement for license reregistration alo ne is responsible for the development of
hundreds of workshops, institutes and seminars sponsored by higher education.
institutions, professional societies, trade associations and private organizations.
The continuing education requirement as a condition of licensure reregistration
adopted by most states is a unique development in established patterns of oc-
c cupational licensing. All of these, programs havebeen designed to upgrade the
administrator's understanding and abilities as well a ,to advance his professional
competence to levels hitherto unknown. The ultimate iznpact of these programs
is the improvement, of the patient care services provldedto the nation's chroni-
cally ill and aged infirm.

The Anerican College of Nursing Home Administrators strongly shares the
concern of other leaders and organizations in the long-term "health care field
that to deliver such a debilitating blow, as Is constituted by the,"waiver pro-
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v~sihiu." to ai 1insevilt licensing sy.tei that ha transforndmi a ditliuit a tid
disorganized situation into a relatively orderly jirw'ess udeii, sever, time
pressures, woul not be in the interest of either the Imblie or the profession.
Passage of' this provision would Iseriously reverse or undermine- the sI rong
Movements in most states to develop essential education1programs which until
low have been virtually nonexistent. It mst be emphasized that an individual's
exposure to an administrative position alone is -1)3 insufficient measure of his'
ability to provide proper patient care. Education and demonstrated ability in
addition to the successful passing of ,u specifically designed, exquiination process
also must be required.

The College also must express its disapointment over the proposed terina-
tion (of the National Advisory Council. As it now stands the National Advisory
Counwil is inactive and by law is due to terminate on lDecember 31, I.)71. To
eliminate such an outstanding advisory body only it few months or weeks prior
to its legally established termination (late would apliear to lie without real nean-
lng and would only serve to cast doubt on the Council's past efforts and achieve-
ments in laying the proper model groundwork upon which the stlites could con-
struct their Iicensure programs. In fact, the relative ease with wli.ch tile states
have Impl)emented' tUM" !VMu fr-prngrnTr"-1s-rn=ir large-part to the intense
and successful efforts of the Cmucil. ' I

In light (if the increased pmllic security and the President's recent announce-
rnent of more-stringent regulation of the nation's nursing homes with the attend-
ant requirement for greater numbers of nursing home inspectors it would seem
singularly appropriate to give serious Consideration to connending, recogniz-
ing and continuing the National Advisory Council. The Council by making avail-,
able the expert opinions of recognized national authorities could provide greatly
nveded assistance by formulating guidelines for the development and imlllelul'n-
tation of a variety of apljroprlate progralns and by monitoring existing pro.
grams to Insure that these were being Iroperly alminlstered. It tnai e recalled"
that the Council provided excellent guidance from its beginning (hesloite thei total
lack of experience or precedent upon which to iase its efforts, and nim that
established expertise can once again Ihe plt to prolper use.

TilE AMEIICAN PARENTS C(.m MI'rE,'INc.,
New York, N. Y., February 1.1972.

Ilon. RuSSELL B. LoNG,
Chairman, Sen ate Finance Coin n it te,
Senate Office Bu41ding. .
1Ifttih ington, D.C.

POSITION STATEMENT ON H1.R. I

):AI SE'NATOR LOXG: Please include the following statement in the record of
the hearing on H.R. 1.

The American Parents Committee, Inc. is concerned about inadequate income
and services to meet the needs of poor children and their families. We would
supliort a sound federal floor for income to poor families.

The so-called welfare "reform" bill, II.R. 1, however, seems to us to lie hiade-
quafe, inequitable aind even more retrogressive than the present law as far.as
families and children are concerned. We, therefore, oppose Title IV of that bill,
now before fhe Senate, even though it Includes help for the "working poor," and
provides m6re federal welfare flnds to the states. Major problems in Title IV

-.are:'
1. The inadequacy of federal payment levels, with no required state stipple-

nient and the likelihood that 90 percent of tile grants of present recipients will
be lower than they now are. Eligibility is not based on current need.

2. The mandatory Work requirements for mothers of children over three.
3. The provisions for Inadequate and damaging child care with no guarantee

of child care before a mother is.required to work.
4. The discriminatory provisions limiting the rights of needy children and

families as compared to other families. Examples include what we believe to
be unconstitutional-r6iddeney requirements, excessive penalties for failure to
register oi' aecel)t work. inadequate work protection, third party pay ,ents,
cOmi)lex reporting procedures Ni'Ith excessive penalties for failure to file On
tlme,-rewal of applications "de novo" every 24 months, required support by

. ' . , ,i

IC
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step-parents (not legal in 49 states), double standard for child supprt-federal
liens and federal criminal sanctions against deserting fathers, etc.
5. The complex dual administration of programs for families by the Depart-

nwnts of Labor and IIEW with eligibility determined by the employability status
of family mleuiiers. Tihe creation of more clostly administration and more "red
tape" for families.

We are aware of good proposals to lImlprove 11.1t. 1, such a.4 the Illblcoff
Ainejiniit; now before the Senate. Since Nve do not believe 'it possible for
such improvements to survive the legislative process, we recommend that Title IV
should be eliminated from the Senate bill.

As an alternative, however, we believe that states should be required to
maintain welfare payments at least at the 1971 levels and given federal fiscal
relief for iIsing welfare costs. Such proposals are also now before the Senate.
These measures are necessary until such time as a more equitable welfare re-
form bill can be achieved. -

Title V-Part of B of HR. 1 establishes "New Social Services Provisions."
We recommend that financing for all social services required for assistance re-
lated Individuals remain on an open ended basis. Wi oppose the "closed'end"
provision in Title V for all but family planning and child care services.

We also urge maintenance of state fiscal effort for these programs so that
federal funds will not merely substitute for l)resent. state funds.

We believe that the "statewideness" requirement for services should be main-
tained rather than eliminated If people are to be equitably served.

We endorse Senator Griffin's Amendment No. 411 which would provide for
a National Adoption Information Exchange System. We also support the addi-
tional federal funding for foster care and adoption services proposed under the
Child Welfare Services section of Title IV of the Social Security Act.

Respectfully yours,
GEORGE J. HECHT, Chairman.

A.MERICAN.SPEECI, AND IIEARI, O ASSOCIATION,
11 ashinglon, D.C., August 6, 1971.

Senator RUSSELL LONG,
Chairman, Scitate Finance Committcc,
&enatc Off c Building,
Va8lingtol, D.C.

DEAR SENATOR LONO: The purpose of this letter is to express the viewpoints of
the AniericanSpeeh and Hearing Association to the Committee relative to H.R. 1
Social Security .Anendments of 1971. In particular, we wish to address our
comments to Title Ii, Part C, Section 251 of tfie bill entitled "Physical Therapy
Services and Other Therapy-Services-Under-Medicare', as relevant to the serv-
ices provided by speech pathologists and audiologists.

As the Conmiltee is fully aware, deliberations on the House version of
H.R. 17550 in 1970 resulted in the Senate Finance Committee modifying the lim-
itation on reimbursement for institutional health related services by changing
the limitation from a "salary equivalent" to a "salary related" basis for physi-
cal-therapy services, and. also extending the limitations to apply to other health
related services provided in an Institutional setting. .We recognize that this lim-
itation was deemed necessary by the Committee to control.program expendi-
tures for therapy services and- services of other health related personnel. We
commend the Committee on its recognition that health related services ren-
dered on a "salary related" basis will provide the needed services to patents In
the most efficient and economical vay. t

.The -House version of H.R. 1 would provide Medicare reimbursement to the
provider of physical therapy and other health related services on a "reasonable
salary payment basis" for the services. In'essence, payment for the reasonable
cost of speech pathology and audiology services may not exceed an amount equal
to the salary which would have been payable if the services had been performed
in an employment relationship, plitm the cost of such other expenses an individual
not working as an employee might have, such as maintaining an office, travel
time and expense, and similar costs. -

In the interest of providing services to the speech and hearing impaired citizens
of our country, the'American Speech and Hearing. Association strongly urges
Ehe Committee to maintain the provision that health related services be reim-
bursed on a reasonable cost basis as specified in the -House version.
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We believe that reimbursement for services must -be sufficient to cover costs
in order to achieve effective delivery of speech and hearing services. There are
many patients in extended care facilities and home health care programs who
have hearing or speech problems (such as loss of speech after a stroke). How-
ever, a particular extended care facility or home health.care program may be
too small to justify the employment of a full-time speech pathologist or full-time
audiologist to deliver services to a relatively small percentage of liatienis. It is;
therefore, neces ary for these smaller histitiltioms to contract for the services
of a speech pathologist and/or audiologistoon a part-time basis. Reimbursement
to. the provider must be at a level sufficient to ueet the costs in providing the
service. Under contractural arrangements, overhead costs (e.g,. travel-time ex-
penses, office maintenance, etc.) must be taken into account when determining
costs of services.

The American Speech and Hearing Association would be glad to present these
views to the Finance Committee when hearings are held on I.R. 1. and we re-
quest that in addition to any such testimony, thisiletter be inserted as part of
the report on, the hearings. We know that you will give careful consideration to
our concerns relative to Title 11, Part C, Section 251 of the Social Security
Amendments of 1971. We commend you on your diligent efforts to improve health
care In our country.,

Sincerely,
KENNETH 0. JOHNSON, Ii. D.

Exceutire Secretary.

STATEMENT BY ALLAN J. WINICk, PARTNER, ARTnuR ANDERSEN & CO.

In general, I believe the Medicare Program has functioned very effectively
* since its Inception in 1966. However, there are five pr(Ablems in the administration

of the Program that, hopefully, will be cured by Congress through 1I.R. 1.
The first problem relates to the-failure of the past legi6'_,<on to provide for

Judicial review of Intermediary detertninatlons of reimbursable cost. Although
MR. 1 has given further rights of appeal to providers of service in this area,
it still does not allow full review by tie courts. I believe IH.R. 1 should be ameinded
to provide that reimbursable cost, determiatiobs involving controversies in the
amount of $10.000 or more be appealable through the Judicial )rocess, in the,
Same 'manner that Federal income tax controversies are handled.

The second problem relates to unwarranted financial risks which providers
of services must bear. Under present administrative procedures, a provider of
service must receive a "report of eligibility" from the Social Security Adminis-
tration through its Intermediary before it can billtthe Intremediary for services
l -rformed for a .Medliare patient. in i grti u' nLiy r-ass, 1hese -,poIts a-e rit-
received until after the patient has been discharged, and it is not unusual for
a--providdr to receive the reports several months, or several years, after the pa-
t lent has been discharged.

From what I understand of the problem, there is very little more that either the
Social Security Administration or the Intermediaries can do toward speeding
up the issuance' of the eligibility reports because of the technical processing
problems involved. However, I do not believe that the provider of services should
bear the financial risk of this delay and hope that a provision will be included in
H.R. 1 to the effect that, if an Intermediary does not confirm eligibility of benefits
to thb provider within ten days after a request has been furnished for. such
information from the Intermediary, then the provider, where it acted in good
faith, should be allowed to bill and receive payment from the Program for the,
services rendered immediately. Further, where the Intermediary later informs
the provider that benefits were not available, the provider should be required
to refund the payments only in situations where the provider is able to collect
for such services from the patient or other third party.

Although there has been a simplification in this regard since the inception
of the Medicare Program, provide-sof services are still required to bill certain:
services where a physician is involved partly under Part A of the Program and

b partly under Part B. This expensive administrative procedure should be removed
and all provider services should be allowed to be billed under Part A.

Another problem relates to the complexity of the requiried cost reports under
the Program. As the Program has progressed, the cost report requirements have
4lecome more and more complex, to a point that even the most sophisticated
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accountant has difficulty in preparing them. It might be helpful to the Com-
mittee if they were furnished samples of the required reports to give them a
first-hand impression of their complexity. Although the objective of this report-
Ing is to insure thqt the Medicare Program only pays for the costs attributable
to Program beneficiaries, I think this end can be accomplished with a simplified
reimbursement formula and reflorting format which would reduce not only the
cost of administering the Program to the provider, but also to the Intermediary
and Federal government. As a step in solving this problem, I suggest that the
Social Security Administration be instructed to develop a reimbursement formula
which would be based on a per diem cost discounted to recognize the- lower
utilization of ancillary services by beneficiaries of the Program. Although there
would be. considerable debate as to how large the discount should be, I believe
a realistic rate could be set based- on an analysis of the thousands of Medicare
reports filed during the initial years of.the Program.

The last problem. I wish to comment about relates to the inadequate reimburse-
ment to providers for capital facilities. As you know, tl)e present law and regu-
lations limit reimbursement 't6 historical cost depreciation and even the option
to claim accelerated depreciation, which was allowed in the original regulations,
has been eliminated. Because of the significant effects of inflation, reimburse-
ment for depreciation computed on an historical cost basis does not provide
sufficient funds to replace the health care institutions' facilities and, just as
importantly, results In a confiscation of the provider's capital since the Program
is not paying for the fair value of the assets consumed in rendering service to
Medicare patients. To assure the financial Viability of our health care institu-
tions,' II.R. 1 should include a provision to require that providers be reimbursed
for depreciation adjusted to recognize the increase in price levels since the
related assets were acquired.

BARONESS ERLANGER I08PITAL,
T. C. TiioMPsoN CIIII,RENS HOSPITAL,

Chattanooga, Tenp,., AJugust 19. 1971.
Re 11R.. 1, The Social Security Amendments of 1971.
Mr. To.i VALE.
Chief Counsel for the Committee 6n Finance,
Senwtc Office Building, Washington, D.C.

l)EAR MR. VAIL: We note in Commerce Clearing House Medicare/Medicaild
Guide of August 13 that the Senate Finance, Cominittee plaus to resume hearings
on H1.R. 1 beginning Tuesday, September 21. Ne believe it fis' essential theappeals
inechinud m permit- !providerS off h enlthl a l,- mv4.-i'vos tO
the judicial system and we wish to make this a matter of record.

Sincerely,
_____._ E. B. CRAIG, Controller.

STATEMENT OF T119 CHAMBER OF COMMERCE OF TIE UNITED STATED . SUBMITTEI)
BY WILLIAM.1. IMIIENRY, JR., EcONOMhIc SECURITY MANAGER

The Natioijal (3auber appreciates this optMrtunity to express its views on
the, Social Seeurity. an! Medicare provisions of h1,i: 1. We intend to testify
sewirately on the welfare provisions contained 0in the House-approved bill.

Our. overa-ll appraisal of the House bil is:that it is an extraordinarily ex-
pen|sive "package." As Table I shows ling-range average annual costs would
be increased by $13.4 billion. The-cumulative tax increase, over the imnxt six
years. amounts to $57 billion. Workers and employers would have to bear an op-
presslve tax burden.

Aftei, carefully studying the many provisions of this luill, we urge the Com,
mittee to :

(1) Reject tile 5 percent benefit increase. The benefit level currently is well
ahead of the rise in living costs.

(2) Reject those provisions in the bIt calling for automatic increases in bene-
fits, automatic Increases in the taxable wage base, and auitomatic increases in the
amount of "exempt" earnings under the retirement test.

(3) Reject the special minimum benefit basel on presumed "years of coverage."
(4) Reject tile annual increment for delayed retirement.

1- ,
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* The record shows that Congress has maintained benefits Well ahead of the rise
in living costs. For this reason, the National Chamber sees no economic need for
.another benefit increase at this time, and we recommend that Section 101 be
deleted from the bill.

TABLE II.-RISE IN THE COST OF LIVING COMPARED WITH BENEFIT INCREASES APPROVED BY CONGRESS,
DECEMBER 1950-JANUARY 1971

Average
monthly

Consumer benefit Cumulative
Price Index I Cumulative workers who benefit

(1957-59 price increase retired in increase
Month and year equals I(O) (percent) 19502 (percent)

December 1950 .................................. 87.1 .............. $49.50-----------
September 1952 ..................................... 92.0 6.8 55.70 12.5
September 1954 .................................... 93. 5 7.3 60. 70 22.6
January.1959 ....................................... . " 100.0 .15.8 65.00 31.3
January 1965 ............................ 108.9 25.0 69.60 40.6
February 1968 ..........---.....- ................. 118.6 36.2 78.70 59.0

January 1970 ............... . : -.-- 131.8 51.3 90.60 83.0
January 1971 ................................- i 138.6 59.1 399.70 101.3

Ud IiIiD1C JLUI.4L I~

'Data for 1950-68 from Social Security Bulletin, Annual Statistical Supplement, 1969, table 13, p-3t-Oata or 1970
from House Ways and Means Committee, Social Security Amendments of 1969, Report 91-700,91st Cong., 1st sess.,16.

3 Estimate; based on 10 percent increased enacted under 1971 Social Security Amendments.
Note. Since 1950. Congress has eracted 7 general benefit increases: 12.5 percent under the 1952 amendments (effective

September .1952); 9 percent under the 1954 amendments (effective Septerfnber 1954); 7.1 prcent under the 1958 amend-
ments (effective January 1959); 7.1 percent under the 1965 amendments (effective January 1965): 13.1 percent under the
1967 amendments (effective February 1968); 15.1 percent under the 1969 amendments (effective January 1970); and 10
percept under the 1971 amendments (effective January 1971).

AUTOMATIC BENEFIT ESCALATOR

Section 102 provides for future automatic increases in benefits and in the
amount of "exempt" annual earnings under the retirement test. Benefit payments
would be increased whenever the cost of living, as measured by the Consumer
Price Inde, *increased by at least 3 percent in a year (or, if eArlier, since the

*,~ last.previous ben efltTehange). Any increase would be effective In January of the
followIng year.

-- ,r, ., However, the benefit escalator would not operate If a general benefit increase
- ad b...... effctive or had been enated by Congires u tihe precediug year. This
Ueans,.for example, that the proposed 5 percent.benefit increase (effective in
June 1972) would preclude an automatic increase until January 1974.

' The-bill does not include a provision, to reduce benefits If the cost of living
decreses in the future.
" Th ,Advocates of an automatic benefitescalator contend that this provision is
, oidedbecause:

(1) It is uncertain that Congress will act to Increae benefits when such action
is needed because of a rise in the cost-of living;

(2) A benefit escalator will "depoliticize" this aspect of the Social Security
program. A

Evaluating.Congre8sional Performance
The record shows that Congress will act with regularly on Social Security.

Over the past 20 years, the Senate Finance and House Ways and Means Commit-
teeg have held public hearings on Social Security no less than 15 times. As a result,
benefit protection has been extended to most Jobs; benefits have been increased
and made easier to get; new kinds of benefits, such as payments for total disability
and Medicare protection, have been added; and payroll taxes on workers and
employers have been substantially Increased to pay for the many changes.*

Moreover, the facts demonstrate that benefit -improvements, enacted by Con-
gress, have surpassed the rise in living costs by a wide margin. Since 1950, the
seven benefit Increases, on a cumulative basis, have amounted to 101 percent as
compared with a 59 percent rise In the price level. Thus, benefits have risen
about 70 percent more than the cost of living.

It should be. noted that the rise in benefit levels does not take Into account the
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(5) Increase the amount of "exeni)t" earnings under the retirement test
-from $1,680 to $2,000 a year as a ineans of encouraging part-time" employment
by elderly persons.

(Q) Reject the provision calling for additional "drop-ut" years inthli' coIN-c
putation of benefits.

(7) Retain the present 6 month "wafting i)eriQd" for disability benefits.
(8) Defer any extension of Medicare to tile lgng-termni iablIled until the costs

of the present prograpi are under control.
(9) Maintain the taxable wage base at $9,000 in 1972.
If these modifications are made, benefit, costs can be pared by a long-range

average of $S.5 billion a year, with consequent rediietiois in tax rates on workers
and enlployers in all future years. Furthermore, we believe it would he highly
desirable tQ schedule future" tax rate increases over the next 16 years'-rather
than 6 years--to -void .n unnecessary build-up in, trust fund balances.

The underlying reasons for tht ,Chanmber*s recommendations are analyzed in
subsequent sections. ,

Tdfblo I.-Long-range average annual costs for social security and inedicare

7rovisfons in H.R. 1 

[In billions]

ProrisionA 
verag e an-Pro visionfilial cos t

5 percent benefit increase ---------------------------------------- $3. 4
Additional drop-out years (prospective) ----------------------------- 1. 2
Age 62 point for men (prospective) --------------------------------- 0. 5
Earnings test changes ------------------------------------------- 1.0
Widows benefits-100 percent of PIA at 65 -------------------------- 1.3
Special minimum benefit ------------------------------------------ 0. 8
Election of actuarial reduction changes .... , - - 0. 8
Combined earnings (prospective) ----------------------------------- 1. 1
Delayed retirement increment (prospective) ------------- 0. 5
5-month disability waiting period --------- -------- ------------------ 0.
Miscellaneous changes ------------------------------------------- 0. '2
Medicare (HI) benefits for disabled ............... 2.5

Total --------------------------------------------------- 13.4
' These estimates were developed by Robert J. Myers, Professor of Actuarial Science,

Temple University, and a member of the National Chamber's Social Security Committee.From 1947 to 1970, Mr. Myers was the Chief Actuary, Social Security Administration, U.S. /
Department..of H.E.W.

The "level-equivalent" annual costs are based on an estimated average $650 billion-
taxable payroll for Social Security (OASDI) and $540 billion for Medicare (HI). With a
$10,200 tax base, taxable payroll is estimated to be about $490 billion currently.

ACROSS-THE-BOARD BENEFIT INCREASE

For many years, the 'National Chamber has supported the concept of periodic
Congressional examination" of all aspects of Social Security,, including benefit
levels, to determine whether adjustments in the program are needed.

It is apparent that,'from time to time, changes in benefit amounts are required
to assure that the great majority of elderly beneficiaries are not compelled to
seek Old-Age Assistance for their ordinary expenses of living, and are not hurt
by the effects of price inflation.

Section 101 of H.R. 1 provides for a 5 percent across-the-board increase in
benefits, effective in June 1972. Under the bill, about 27 milliolk people would
get higher benefits, and approximately $2.1 billion in additional payments would
be made during fiscal year 1973.

'On a long-range basis, the average annual cost of this change Is estimated to
be $3.'4 billion.

In the past 21 months, Congress has increased benefits twice-by over 25 per-
.ent in the aggregate. The 1969 Amendments, effective in January 1970, raised
benefits by 15 percent. This year's Anmndmentsincreased benefits by 10 percent,

-effective January 197,1.
These two increases, plus five earlier ones, have movie than offset the effects

of price inflation in the past 20 years. As Table II shows, cumulative benefit
inc-eases enacted'by Congress have exceeded 100 percent. During this period
of time, the cumulative increase in prices amounted to 59 l)ercent.
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. value of the many other changes'iade in the Social Security program by Congress
* during that., 20-year interval. One of the most important changes, when measured

by the dollar value to the elderly, was the enactment of Medicare. The Depart-
went of Health, Education, and Welfare has estimated that the value of the
non-cash benefits available under the Medicare program is about $30 a month
to each beneficiary. When this benefit value is added to the cash benefit amounts,
as it certainly should be, it-is evident that Congress has done much more than
merely prevent aged beneficiaries from incurring any real loss in their aggregate
benefit entitlement.

* Perhaps even more significant than the action of Congress over the last 20
years is its performance since 1064. In the last 6 years, Congress has raised
benefits on four occasions-in 1965, 1968, 1970 and 1971. These increases exceeded
.45 percent.

Whatever may have been the case in the comparatively distant past, recent
Congresses have been prompt to act to assure that benefits were not watered down
as a consequence of the inflation to which the entire nation has been subjected.
There is no valid basis for 6oiicluding that future Congresses will be less respon-
sive to upward movement in the cost of living. --

Removing Social Security From Polities
It has been asserted that substituting mechanical devices (i.e. benefit and

wage base escalators) for the considered, judgment of Congress would remove
the issue of benefit increases designed to offset the effects of inflation from
politics. This assertion gives rise to two questions:

(1) Would such "depolitieization" actually occur
. (2) Would "depoliticization" be desirable?

The House and Senate debates on the Social Security Amendments of 1970
(H.R. 17750) clearly indicate that the broad issueof benefit adequacy would
not be "depoliticized." Those who supported the benefit escalator stated un-
equivocally that the benefit escalator would not, and should not, preclude the-
need for further Congressional review of benefit levels. At most, the "depoliticiza-
tion" would be of a limited nature.

The desirability of- even limited "depoliticization" is open to serious question.
Would it be in the best interests of Social Security beneficiaries and the taxpay-
ers who support the program? In a program as significant as Social Security, it
is essential that the judgment of Congress be brought into play whenever changes
are contemplated. In the final analysis, neither Social Security nor any other
major governmental program which affects virtually the entire population, can
be, or should be, removed from "politics," since, to do so would repiove it from
any influence or control by the electorate.

Inflati nary Potential
An automatic benefit. escalator could, and almost certainly would, have wide

ramifications. If this principle Is c3tablished in Social Security, it inevitably
will spread to many othet public programs such as public assistance, unemploy-

iment compensation, workmen's compensation, state and local retirement systems;
to private pension plans; to negotiated wage' settlements; and, conceivably, to the
entire wage structure.

The potential adverse consequences of a cost-of-living benefit escalator were
recognized by several members of the 1971 Advisory Council on Social Security.
Mr. Gabriel Hauge, .Chairman of the Board, Manufacturers Hanover Trust Com-
pany, stated:
"The Council's recommendation that Social Security cash benefit levels be

automatically adjusted upward to keep pace with the cost of living, leaves me
with deep concern, because such automatic adjustment would make the control
of price inflation even more difficult than it already is.

"One-eighth ofthe total population of the Nation, and fully 21 percent of the
voting age population, receive retirement, survivors, or disability insurance
benefits. To Insulate so large a group from the cost of inflation with respect to

- their Social Security benefits would surely undermine the public's willingness to'
support the self-restraint and sometimes painful policies that are necessary to
curb inflation. Of even more importance is the virtual certainty that the adoption
of hn 'escalator clause' for Social Security benefit payments would give addi-
tional support to the already insistent. demands for ,inflation protection through
escalation in a whole range of other private contracts. I do not see how we, as a
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Nation. can wage a successful battle against inflation by automatically adjusting
to it."'

In passing, it is interesting to note that the labor members of the Advisory
Council did not place a high priority on an automatic benefit escalator. In fact,
they conditioned their support for this provision on even further- "substantial"
benefit increases.'

We' urge this Committee to-rejeet-an-Automatic benefit escalator for Social
Security because it is unnecessary and unsuid-d,-'and-becau se It Would have
widespread adverse effects on other governmental and private~programs....

A cost of living escalator seems especially Inappropriate at a time when ti- -

federal government is engaged in an unprecedented peace-time program to halt
inflation through wage and price controls.

AUTOMATIC WAGE BASE ESCALATOR

The automatic benefit escalator would be financed by automatic increases in
the taxable wage base. Unlike last year's bill (I1.R. 17550), an automatic in-
crease in the tax base would take place only if there had been an automatic in-
crease in benefits.

In the future, the taxable wage base would-be raised in proportion to the i-i
crease in the, level of average wages of workers covered by Social Security.
Under the automatic adjustment procedure, the Social Security Administration
estimates that the taxable wage base would be $10,800 in 1974, $11,700 in 1916,
$12.900 in 1978, $14,100 in 1980, and ultimately rise to $26,100 in the early 1990's.

We are opposed to an automatic wage base escalator for several reasons. First,
the proposed financing is uncertain and inequitable. Second, Congressional tax-
ing authority would be weakened. Finally, it would have an adverse effect on
private pension plans integrated with Social Security.
Uncertain Finanoing

The wage base escalator is Intended to fully finance any benefit costs that re-'
suit from future increases of the cost-of-living benefit provision. However, in
order to be self-financing, it is necessary for the rate of Increase in the earnings
level.to.be about twice the rise in the price level-in other words, if prices rise
3 percent a year, earnings will increase 0 percent a year.

An examination of recent trends In earnings and prices leads us to the con-
clusion that the automatic provision may be underfinanced. As Table III shows,
between 1966 and 1970, the average increase in covered wages has been about
6 percent a year. During the same period of time, the cost of living has risen
an average of 4.2 percent a year. Obviously, the earnings level has not risen twice
as fast as prices.

1 Mr. Hauge's statement was concurred in by three other Council members: Charles A.
Siegfried Alice Chairman of the Board and Chairman of the Executive Committee, Metro-
politan Life Insurance Company; Robert C. Tyson, Director, former Chairman of the
Finance Committee, United States Steel Corporation; and Dwight L. Wilbur, M.D., Past
President, American Medical Association. See, Reports of the 1971 Advisory 0oun ci on
Social Security, 1971, p. 135. t

2 See, statement of Walter J. Burke, Secretary-treasurer. United Steelworkers of
America;* Burt Seidman, Director,. Department of Social-Security, AFI-CIO; and Joseph-
P. Tonelli, President-Secretar', 'Ihtternational Brotherhood of Pulp, Sulphite and Paper
Mll 1 ,Workerq of.the United States and Canada, Reports of the 1971 Advisory Council on

ociall-Security, 1971, pp. 128-29.

TABLE Ill.-COMPARISON OF INCREASES IN AVERAGE WAGES AND COST 0-LVt1tGt
- [In percent

Increase over previous year
Average wages

in covered

Year employment Cost of living

1966 -----.. ---------------- ------------- -------------------- 4.4 2.8
" 1967 ------------------------------------ --------------------------- 6.3. 2.9

1968 .......... ................... .. ........................... 7.0 4.2
1969 ........ 7 .... . .. . . " .--------------------------------------- 6.0 5.4

* 1970--~~~---------------------------------6. * 571970 ........ : ..............-........-............... .................. 6.2 5 9Average: 1966-70 ........ ............. .......... %............. .... 6. 0 4.2
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Continuation of present trends in ,wages andprice, indicates that Congress
,-almost certainly would have to step in and raise thxes further because the wage
base escalator would not produce the required revenue over the long run.
Veakens Congressional Taxing Authority

Under the bill, the, Secretary of Health, Education, and Welfare would be
authorized to increase the taxable wage base-and hence the. amount of taxes
payable--to finance the automatic benefit escalator. These'automatic increases
would be based on the Secretary's determination of the extent to which average
taxable wages of workers covered by Social Security have riser, since 1972. .The

While these reporting procedures are intended to preserve some .Congressional
Secretary would be required to report (not later than August 15) each year to
the Houe Ways and Means and Senate Finance Committees on the likelihood
of "imminent action" under the automatic escalator provisions.
responsibility and control over taxes, the Chamber is still opposed to such a
provision. Much of the public support for the Social Security program is based
on the knowledge that the Congress carefully considers in publiv hearings and ex-
ecutive sessions any proposals to revise or increase taxes on workers and em-
ployers. If future tax increases are effected without this kind of responsible
review, the confidence o, both workers and employers in the program may be
adversely affected. Whether taxpayers agree in every instance.with the decisions
of Congress is less significant than the fact that they have nuch more confidence
In the judgment of responsible men than in decisions based on mechanical con-
trivances.-
inequitable Financing .1

If the wage base escalator were to be adopted, it would mean that the.added
cost resulting from automatic increases in the amount of earnings taxed would
not be shared by all workers and their employers. Rather, it would be financed
by loading the added tax burden mainly on those workers who earn more than
$10,200 a year-,and their employers.

This would be the first time in the history of Social Security that Congress
financed a benefit change entirely through a wage base increase. On previous
occasions, when Congress has 'raised benefits or made other program changes,
the added costs were financed either by an increase In tax rates on all workers
and their employers or by a combination of tax rate and wage base Increases.

We believe it is inequitable to finance such benefit increases solely through
increases in the taxable wage base.
Impact on Private Pension8

Congress has not considered the potential impact of the automatic benefit and.
wage basejescalator provisions on private pension plans which mesh their bene-
fits with"Social Security payments.

Pension experts believe that the automatic provisions will create very serious
problems for employers who integrate their pension plan benefits with the Social
Security program. According to Edwin F. Boynton, Actuary, The Wyatt Com-
pany, a nationally-known employee benefits consulting firm: /

the automatic wage base adjustment and cost-of-living increases will
create completely chaotic conditions when it comes to designing integrated
pension plans. If one stays with the present plan design, there will be a great
-deal of duplication of benefits on wage base-earnlngs, which would result in
higher and higher pension costs for the duplicate coverage." 3

We recommend that this provision be deleted from the bill. However, If Con-
gress decides to I de an automatic benefit escalator. in H.R. 1, then it should
lie financed by:

(1) Using the "actu trial si plus". generated by future increases In the level
of taxable earnings, an

(2) Obtaining any 'r m g funds, on a 50/50 basis, from increases in taxrates and the taxable wagb4ase.

SPECIAL MINIMUM BENEFITPAYMENT

Section 103-of th"bill--rovides for a special minimum payment for Individ-
uals who have ostensibly worked In covered employment at least 15 years. The

SSocial Security vs. Private Pension, an address presented to the 24th AnnuMll Confer-
ence of the Council on Employee Benefits, New York Hilton Hotel, October 8, 1970, p. 15.
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.benefit would be equal to $5 multiplied by the number of "years of coverage,"
not in excess of 30 years. Thus, a person with 20 "years of coverage" would be
eligible for $100 a month, while a person with 30 or more "years of coverage"
would receive $150:

Approximately $30 million in additional benefits would be paid out during
fiscal year 1973. However, 'the long-range average annual cost of this provision
Is substantial-an estimated $800 million.

This proposal is in direct conflict with one of the basic principles Insisted
upon by past Congresses, approved by the National Chamber,\ endorsed by the
AFL-CIO, and previously supported by the Departnhent of Health, Education,
and Welf.are--that is,. benefits should be wage-related. The principle of wage-
relationship of benefits means that workers who earn more-and hence ex-
perience greater job income loss---stand to get a larger benefit.

The National Chamber opposes the special minimum benefit because it would
seriously weaken this fundamental principle. I

As this Committee knows, from 1939, to 1950, there was a provision in the
Social Security Act under which each. Worker's primary insurance amount was
Increased by 1 percent for each year of covered employment credited the worker.
The purpose was to raise the level of benefits for long-term workers, Congrss
decided that this was not an appropriate method of providing retired workers
with higher benefits. Accordingly, the provision was removed from the law in
1950, and a fiew formula for computing benefits was adopted.

Tile *special minimum payment would nQt benefit all workers. Instead, it
would apply initially to only a select group' of Individuals-some 800,000
workers. - I I

The Chamber's opposition to this proposal can best be summarized by refer-
ence to the 1939 Report of this Committee on pending Social Security Anmerfd-
ments (IH.R. 6635). In that Report, the Committee pointed out:

"Since the objective of social insurance is to compensate for wage loss, it is
Imperative that benefits be reasonably related to the wages of the individual.
This insures that the cost of the benefits will stay within reasonable limits anjl
that the system will be'flexible enough to meet the wide variations in earnitrgs
which exist."'

We believe the following eKapiples illustrate that Section 103 of Ml.R. 1
would, if enacted, seri(4.sly weaken the principle of. wage-related benefits.
Exemple 1 shows that it is not necessary for a worker to actually have
extremely long service under Social Security to qualify for a high benefit
payment. Example 2 shows that Section 103 would discard_ the principle of
payment * of larger benefits to those workers who experience a greater Job-.-
income loss.

ERample 1: Worker A-21 years of employment: average monthly earnings
of $108. Retired at end 1966; at age 65, on a benefit of $68.50 a month.

Section 103 provides that to obtain 14 "years of coverage" during 1037 to
1950, a worker only needs total wage credits of $12,600. Thus, worker A with
annual earnings of $2,600 in any five years between 1937 through :1950 would
be- credite.d 'with 14 years of coverage. Worker A goes to work for the Federal
government in -1951, but works part-time in -covered employment at $1.300 a
year until the end of,1966-wlen he retires. Today, as a result of benefit increases
enacted by Congres, this' woker -is getting $98.20 a 'month-91 percent of his
pre-retirement earnings. Under .ectiofi103, his benefit would be raised to

* $150 a month--39 percent more than he made of -the job -despite the.fact that
lie only had 21 years of regular employment.

Example 2: Worker' A-30 years of employment average monthly earnings of
$100. Worker B-17 years of employment; averagemnthly earnings of $200...
Both workers retired at the .end- of 1966,- at agi '65. Work-er--A's benefit ,as

-$63.20 a -month; Worker B's benefit was $89.9. Per month because his' average
monthly earnings were 100 percent higher than.Worker A's.

Under present law, as a result of benefit increases enacted by Congress,
Worker A is receiving $90,00 , month. Worker A lbd total wage credits of
$I,600 during the 14-year period frri 1937 through 1950. and his earnings
were not less than 25 percent 06f the Wage base in each year from 1951 through

Social S'ecurity Act Amendments Of i939, Senate Report No. 734. 76th Congrsa'. lst
Se s., p. 10.
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1966.' Under Section 103, Worijer A's benefit would fe raised' 5 percent to
$150 a month since he had 3) "years of coverage."

Under present law, .Worker B receives $128.60 a month. Under H!.R. 1, his
benefit would be raised 5.1 percent, to $135.10 a month. Thus, despite tile fact
that Worker B's earnings loss was twice as great as Worker A's, he would
receive a much smaller benefit. This example shows how this proposal wuuld
undermine Social Security as a Job-income loss program based on wage-related
benefit.

We recommend lint Seehon 103 be deleted from fhis bill.

ANNUAL, INCREASE FOR DELAYED RETIREMENT

Section 106 provides for an annual increase in benefits for those aged who
continue working: The primary benefit would be increased one percent for each
year of employment after age 65 and up to age 72. This provision would be effec-,
tive in 1972, on a prospective basis,

An estimated $11 million in benefits would be paid out during the first year.
On a long-range basis, the average annual cost of this provision is much higher-
about $500 million.

This proposal raises several issues for consideration:
(1) Would an 'annual increment be a useful device in slowing down early

retirement?
(2) Would it serve as an incentive to attract elderly persons back into the

employment market?
(3) Is a delayed retirement increment needed?

Early Retirement Trends
Under existing law, 'a worker can retire at age-65 on4 full benefit, or as early

as age 62, on a- permanently reduced benefit..At age 62, the actuarial reduction
is 20 percent. Time early retirement provisions were enacted in 1950 for women,
and in 1961 for men.

Presently, a very substantial number of retired-worker beneficiaries are re-
ceiving reduced benefits. In March 1971, for example, about 46 percent of the
13.5 million retired-worker beneficiaries had their benefits reduced because they

-chose to retire early. This compares with 2.2 percent and 16.3 percent of the
beneficiaries who were receiving reduced benefits in December 1956 and DecemberS1901.0

A study of new benefit awards ly-December 1968 indicates that these
are a virety of reasons why male bene ciaries retire before age 65.' As Table
IV shows,. 54 percent of the men retire because .of health-elther a specific
illness or disability, an accident or injur , or poor health in general. This is
closely followed by job-related reasons--th t is, such things as Job discontinua-
tion or layoffs; 20 percent of the beneficial ies fell into this category. Finally,
17 petent of the men wanted tQ retire be re age 65.

Table IV.-Rea8ons cited by ma beneficiaries, aged 62-6.4,
explaining early etirement

Reason: Percent
Total ------------------------- ----------------------------- 100
Health ------------------------------------------------------ 54
Job-Related -------------------------------------- ------------- 20
Wanted to Retire ------------- -------------------- . . .. ------- 17
General Retirement Age----- .-- - . .- - ----------- 4
M iscellaneous ----........... - -......... . ........- -- 4

statistie on new retirement benefit awards indicate tim a majority of work-
ers retire before age 65. For example, the proportion of redu benefits awarded

* (as a percentage of all awards moving to payment status) has een about 60-62
percent-in recent years'

'The maximum taxable base from 1951-66 was: $3.600, 1951-54; $4,200:" 1955-58;
$4.800, 1959-65; 1966, $6,600. The worker would receive credit for a year of coverage
based on the following annual earnings during this 16 year period: $900,. 1951-54; $1,09T
1955-58 -$1,200 1959-65" and $1,650 1966. L 4

' US department of W.E.W., Social Security Bulletit, September 1971, Table Q-[5, p. 58.
.Se Virgit La Reno, "Whr Men Stop Working at or Before Age 65: Findin gs from the

Survey of New Bepeficlarles, Social Security Bulletin, June 1971, Table A, p. 5.
* U.S. Department of H.E.W', The Same, Septemebr 1971, Table Q-6, p. 59.
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These fActs indicate that an annual increment for delayed retirement will.
probably, have little, if any, appreciable effect on slowing down the large number
of beneficiaries who retire at age65 or earlier.

Eni ploymcu t I nccn tiVe,
Most elderly persons are not working. In May 1170, tlit U.S. Department of

Labor reported that about 16.1 million nien and-women, 415 years of age and
over, were not in the labor force. Of the estimated 3.2 million elderly who were
in the labor force, tibout 3.1 million were employed and 97,000 unemployed. Most
of the employed group (86 percent) had jobs, hi non-agricultural Industries.'

Would an Increased b e!fit-serve -ais an incentive to encourage more persons
65 and over to postpone retLvement and continue working? -

There is no inform-ation in I t-House Ways and Means ('omnilttee report to
indicate whether the.400,000 persons who are expected to qualify for higher

benefits under this provision in the first year of operation are not 'now In the
labor force. However, we doubt that a benefit Increase of I percent per year
is a strong etiough Inlucement.to persuade persons 65 and over to return to the
labor force or to continue working.

Data on the number of persons expected to qudllify for benefits under the
retirement test strongly suggests that most, lt'not all, of the 400,000 are already
employed. The delayed retirement increment will not be an employment incentive,
btitjust a device to raise benefits for people who are already working. Obviously,
when these persons do retire, they will have no social need for larger benefits
because they worked longer.

Is It Needed?
Existing law already contains two.pravislons~which serve to- encottrage em-

ployment among the elderly.
T The firsf is an automatic recomputation of benefits for those persons who con-

tinue to work after age 65. If the person's earnings then exceed his previous pay,
then.the retirement benefit will be increased. Naturally, a recomputation never
decreases the retirement benefit.
.The annual amount of "exempt" earnings under the retirement test also serves

as a device to encourage employment by elderly persons. A 193 study of the
Social Security Administration indicates that quite often the key factor in
determining how much work a "retired" beneficiary undertakes is the-annual
amount of "exempt" earnings-whether-it is $1,200 as in 1963, or $1,680 as at
present, or $2,000 as proposed In H.R. 1.10

More recent information from the 1968 Survey of New Beneficiaries confirms
the earlier findings. According to the Social Security Administration:
"The high concentration for all beneficiaries with payable awards (reduced

and full) at earnings of $1,680 or less is further evidence that some recent
awardbes make a conscious effort to control the amount of their earnings to
continue to receive all or part of their social security benefits ... those who
tare self-employed can more easily control the amount of their work.. Many
who work in highly seasonal, occupations or induistries-may have actually earned
as much as they could.

"To the extent that earnings are controllable, workers could be expected to
respond to an increase in the maximum amount of earnings allowed under the
retirement test by earnings higher amounts with which to supplement their
social security benefits." it

We recommend that the delayed retirement increment be deleted from the
bill. The increase in the amount of "exempt" earnings to $2,000 a year and- the
elimination of the dollar-for-dollar benefit withholding provisions are far more'
likely to encourage beneficiaries to do additional work or take a Job at higher
pay.

t U.S. Department of Labor, Employment and Earnings, June 1971, Table A-3, A-17, and
A-25. pp. 21-22. 31, 37-38.:
-10 Se. Kenneth 0. Sander, "The Retirement Test : Its Effect on Older Workers' Earnings,"

Social Security Bulletin, June 1968.
It See Patience Laurlat and William Rabin, "Men Who Claim *Benefits Before Age 65:

Findings from the Survey of New Beneficiaries, 1968," Social Security Bulletin, November
1970, p. 16.



d2873

MODIFICATIONS IN THE RETIREMENT TEST

Social Security benefits are intended to provide regular cash Imlyments to a
worker when he has withdrawn from the labor force because of age or total
anl perlnanent (Ul:ability.

The so-called retirement test is the basis for determining whether a bentt0ciary
ha'N substantially retired from the labor force or is continuing to support himself
by working.:

Under present law, a beineflciary ean earn $1,680 a year and still receive all
his benefits these are called exemptt earnings." For earnings between $1,6,N)

, and $2,880, one dollar in benefits is withheld for every two dollars of efirnings.
If a worker makes more than $2.8&S0. ont dollar in benefits Is withheld for every
dollar of earnings.

H.fI. 1 would make three changes.in present law:
(1 Tile annual amount of "exempt" earadngs would be increased fromil $1.6s0

to $'.000 In 1972:
(2) For earningsin excess of $2,000 a year one dollar of benelts would be

wIthheld for every two dollars of -job earnings : /
(3) The annual amount of, "exempt" earnings would be autinnaticallyI raised

In tile future as average taxable wages rise.
We endorse the increase in the-annual amount of "' xempt" earnings from

$1680 to $2,000. and the elimlnatilon of the idollar-for-dollar withholding pro'-
vision. These changes should help encourage part-time work among the :relatively
few elderly persons who-are able to do so.

On the 9ther hand, we are opposed to the automatic upward adjustment of the
"exempt" earnings amount under the escalator provisions set forth in Section
.102. Revision of any element of the Social Security program should be nade only
after Congress has evaluated the advisability of such a change, at tl~e time the
change e Is being considered, and in the light of then e.stling con(litions.

ADDITIONAL DRrIIP-OUT YEARS

nId]ler present law, benefits payable to a worker, his ldelendents or survivors.
are based on his average monthly earnings record in covered employment.' The
time sIpItII used in determining average monthly earnings Is from 1951 up" to tlie
year in which the worker reaches age 65 (age 62 for Women), becomes disalIed, or
dies. Five years of low or no earnings are eliminated in determining the worker's
earniings record. This "drop-out" raises the averamt and produces a higher
benefit.

Section 10S of H.R. I would provide an additional "drop-out" year for each
15 "years.of coverage", starting in 1972. A "year of coverage" would he defined
as It woull be under the so-called special minimum bemefit-namely, on a
orc.umptire basis for the 14 year period from 19.1 to 1950 and on a year-by-year

basis froi 19.51 on.
The Social Security Administration estimates that approximately $17 million

in benefits woul be paid out in the first year. On a long-range basis, however,
the average annual cost would be substantial-about $1.2 billion.

We are opposed to this provision because It represents a "back-door" approach
to increasing benefits. Furthermore, there is no need for another il(Irease. back-
door or otherwise, because beneots are substantially ahead of the rise il the cost
(f living. We recommend that Section 10 b-delCed( from tie bill.

- - DISABILITY WAITING PERtO!!

*Uideriiiwsent law, monthly benefits are payalie to disabled workers under
ge 65 with long-term total disabilities. There Is! a six-month "'waiting period" for

S benefits. .,

Section 122 would reduce the "waiting period" from 6 months to 5 months, effec-
tivo January 1. 1972. There would be no change in the definition of disability.

Ai estimated $105 million in benefits would be paid out in the first year. On a
lonig-ange basis, the average annual cost would be approximately $100 million.

We recommend that the present 6 month "waiting period" be retained. The
facts show-that the Socmil Security Administration needs a substantial amount -

of time to. process claims and to make a medical determination of disalillity. For
,Miarch 1971, the median processing time for disability insurance awards was '.)S



2874

days Since June 30, 1!S. median processing time, in calendar days, has rlsen
20 percent."'

Furthermore, reduction in the "waiting period" tends to move ti Social Secu-
rity program in the direction of covering short-term disability-an area now
served by Private enterprise. In 1969, about 63 percent of all workers in private
industry were protected against short-term disability under either voluntary or
compulsory income maintenance programs. Another 10 million employees in fed-
eral, state and local government had protection against this risk through formal
sick leave arrangements. Overall, about 66 percent of all wage and salary workers

'had coveage against short-teii dtisabilJy 1969. ,

MEDICARE AMENDMENTS

HItR. 1 proposes sharp increases in Medicare (Hospital Insurance) payroll
taxes to correct the deficit'in the present program, andto finance an expansion
to cover the long-term disabled under age 65. Combined eniployer-eluployee pay-
roll taxeswould be increased-from 1.2 percent in 1071 to 2.4 percent in 1972. and'-
to 2.6 percent in 1977. Taxable wage base would be increased from $9,000 to
$10,200 in 1972. In the future, additional tax money would probably be channeled
into the program on a continuing bds-is via automatic increases in the taxable.'-
wage base beginning in 1974. ,
Rising Costs of Medicare

The latest cost estimates fol' Medicare (Hospital Insurance) show that the
program is still in serious financial difficulty. Information submitted to the Fl-
nance Committee'by the Social Security Administration actuaries-shows that the
Hospital Insurance Trust Fund will be exhausted in 1973. On a long-range basis
(over the next 25 years), the "level-cost" of benefits, on a $9,000 wage base, is

estimated to be 2.89 percent of taxable payroll. The "level-equivalent" of taxes
works out to 1.54 percent-leaving, a deficit of 1.35 percent. Thus, "tax take"
will need to be increased by 88 percent to put the program on a self-sustaining
basis over the next 25 years.'
Exte ison to the Disabled
,-Section .201 would extend Medicare protection (Hospital Insurance and Sup-
plementary Medical Insurance) to 1.5 million disabled Social Security and Rail-.
road Retirement beneficiaries. The covered group would include disabled workers

-under -age-65,- disabled-widows-and widowers between the ages ofr0 -and-65,-and- -

people 18 and over who became disabled before age 22.
Under the House bill, only the long-term disabled would be eligible for benefits;

in order to qualify, a pers9p would have to be on the disability rolls for 25 con-
secutive months.

About $1.8 billion in benefits would be paid during the first full year of opera-
tion. On a "lopg-range" basis, the average annual cost of this expansion is esti-
mated to be $2.5 billion.
Recommendation,.

The first five years' ee b with Medicare confirms our earlier conviction
that-it Is virtually impossibl.lto eop reliable long-range cost estimates for a-
program that pays for services. However, the facts show that the Medicare
(Hospital Insurance) program mUst have more tax revenues immediately if it is
going to meet its commi ents. We ,are opposed to an increase in the taxable

-wage base, autOmat~c ot otherwise, to accomplish this objective. Instead, we
recommend that Congres raiSe Hospital Insurance tax rates to provide an imme-
diate solution to the revel ue problem. A proposed schedule of tax rates for both,-
the Hospital Insurance program and Social Security cash benefits program is.
discussed in the section on Financing.

u Hearings, Departments of Labor and Health, Education, and Welfare Appropriatfona
for 197 House Subcommittee on Appropriations. Part IV. 92nd Cong.. Ist Sess.. p. 852.

u See baniel N. Price. "Cash Benefits for Short-term Sick ness 1948-69," Social Security
Bulletin. january 1971, p- 22. .

"The Social Security Administa-atioxi submitted two ',oit estimates to the Finance Com-
mittee. Under the, first. which assumes a $9.000 taxable wage base, the deficit is 1.35 per-
cent of taxable payroll. The second estimate. which assumes that the tax base will he
automkiticuhly Increased to keep up to the. general earnings level. shows a deficit of 0.62
percent of taxable payroll.
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On the other hand, the continuing difficulties With the present program argue
against any proposed expansion at this time. No one knows whether the current
actuarial cost estimates are any ipore reliable than earlier projections. For this
reason, we recommend that Congress defer any expansion until taxpay--m-
S be assured that the costs of the present program are under control.

FINANCING SOCIAL SECURITY'AND MEDICARE

* I.R. 1 would be financed by Increasing bW1L the taxable wage base atid tax
rates, Tile tax base would be increased from $9,000 to $10.200 in 1972. Combined
tax rates on employers and employees would rise from 10.4 l)ercent this year to
10.8"percent. in 1972, with steep Increases over the next several years to a con-

" -iir" ' 8 percentt hi -1977. Under present law, the combined employer-em-
ployce rate Is schedu ed 12.1- n 18 adate. - - -

T'able V compares Social Security and _ecoth employees and'
employers, under present law with those proposed in H.R. 1. Max UTm

taxes are scheduled to rise, under present law, from $811 In 1971 to $930 in 1972,
and eventually to $1,089W.'Under H.R. 1, on the other hand, the maximum com-
bined tax will rise to $1,102 In 1972 and to significantly higher aimoutits later on
as a-result of the automatic wage base escalator. It is estimated that the maxi-
mum combined tax will be $1,339 in 1975, $2,087 in 1980, $2,4N8 in 19,8_5, and will
eventually rise to $3,863.

TaMrable Wage Base
The Social -Security Amendments. enacted last March provided for an increase

in the taxable wage base from $7,800in 1971 to $9,000, effective in 1972. When.
.Congress raised the taxable wage iase'to.$7,800 in 1968, it was about $L000 above

the-median earnings of regularly-employed male workers. Today, it is estimated
that the $7,800 wage-base is about $250 below median earnings of regularly em-
ployed male workers.

Median earnings of regularly employed male workers i. a reasonable yardstick
to use In considerifig whether or not a wage base change is necessary. This guide-
line will ensure that'half of ill regularly employed Inale workers have" their
total earnings protected under the program. At the same time, it will allow the
other half of the workers, who have some earnings not taxed, to use a greater
proportion of their pay to save or spend, as they choose.

As Table VI shows, the $9,000 wage base under present law appears adequate
-for the next several Years. Congress should not consider any change in the wage
base for Tax. orb-inefit-purposes until 1974,-recommend that the taxa ble wage
base be maintained at $9,000.

TABLE V.-SOCIAL SECURITY AND MEDICARE TAXES--PRESENT'LAW COMPARED WITH HOUSE-PASSED SOCIAL
SECURITY BILL (H.R. 1)

Employee-employer tax rate I
(percent) Taxable wage base Maximum combined taxes I

Year Present law H.R. I Present law H.R. Is Present law. H.R. I a

1971 .......... t ........ 10.4 10.4 $7,800 $,800 $911.20 $811.20
1972.................. 10.4 10.4 9000 10,200 936.00 1,101.60
1973 .... ............. 11.3 10.4 9,000 10,200 1,017.00 1,101.60
1974 .................. 1.3 . 10:4 9,000 10,800 1,017.00 1,166.40
1975 ................... 11.3 12.4 9,000 10,800 1, 07.Q0 1, 3 .20
1976.... .............. 11.4 12.4 9,000 11,700 1 1 540.80
1977 ............. 11.4 14.8 9,000 11,700. 1:053.00 1,731.60
1978-79............. 11.4 14.8 9,000 12,900 1,053.00 1,909.20
1980 ................... 11.9 14.8 9.000 14,100 1,071.00 2,086.80INS5 ................. 11.9 14.$ 9,000 16, $GO, 1.071.00 2,496.40
1990 ................... 12. 1 14.8 9,000 -21,900 !,09100 3,241.20

1995 .................. . 12I 14.8 9,000 26,100 1, 89. 0 3,682, 80

I Combined employer-omployee tax rates for social security and medicare (hospital insurance).
2 Maximum combined taxes or both employer and employee.
* H.R. I calls for initial increase in the taxable wage base front $3,000 to $10,200 in 1972. All subsequent increases.

beinning with 1974 will be made in accordance with a formula based on estimated increases in average taxable wages.
The Secretary of HEW, not the Congress. will determine how much to raiis the taxable wage base. Estimated figures for
taxable wage base from 1974 on, obtained from Office of the Actuary, Social Security Administration.

7"9-T--2-pt. 6-I
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TABLE VI. COMPARISON OF SOCIAL SECURITY TAXABLE WAGE BASE 'WITH MEDIAN ANNUAL EARNINGS OF
"REGULARLY EMPLOYED WORKERS." 1960-751

Taxable Median annual earnings 3 Taxable Median annual earnings
wage - wage

Year base 2 -Men Women Year base- Men. Women

1960-- - $4,800 $4,837 $2.706 1968- - ... $7,800 $6,820 $3,770
.1961-... .- . 4,800 4,950 2,276 1969 ............ 7,800 7,340 4,010
1962.......... -4,800 -5.1 39 2,876 1970..---. -7,800 .7,689 4,190
1963 ----------- 4, 800 5,298 2,956 1971 ........... 7,800 8,055 • 4,378
1964 ..... 4,880. 5,629 3,063. 1072- -....... - -10.200 8,438 4,524
1965........... 4,800 5,739 . 3,168 1973 ............ 10,200 8,840 4,779
1966 ............ 6,600. 6,124 3,338 1974----------. 10,800 9,261 4,993
1967 ............ 6,600 6,360 93,510 975-...... --- 10,800 9.702 5.217

- Daa for 1960-69-obtained from U.S. Department of Health; Edu'tion, and Welfare. Social Security Bulletin, annual
"tatwcpl stilpplement, 1969,- table 36, p. 51, "Regularly Employed Workers" refers to 4-quarter wage and salary workers

-covered by social security. ~
IH.R. I calls for an initial increase in the taxable wage base from $9,000 to $10,200 effective in 1972. All subsequent

increases, beginning in 1974, will be made in accordance with estimated increases, as determined by the Secretry:ot .. -
HEW. in average taxable wages of workers covered by social security; 1974-75 base estimated. .th in median annual earnings estimated from 1970 through 1975. Projection based on average annual increase in
earnings ro h 1969.-

Tax Rate Increases ,
As this Committee knows, the'National Chamber bs conort(

maintaining the Social Security and Hlospital Insurance programs oi a s
sustaining basis solely from payroll taxes on covered workersmid employers.
We contime to suppor t that fundamental principle. - -

We think, however, that H.R. 1 ig an extraordinarily expensive -, "Package"-
. .beenuse it proposes to add $13.4 billion In.average long-range annuat"Posts to the .

present program. It proposes an oppressive tax burden on workers anid emPloyerS.
In 1972, taxes on workers and employers would be Increased $4.2 billion. As •

Table VII shows, the cumulative tax increase over- the next six years would
- amount to $57 billion.

The Finance Committei should substantially reduce the costs of H.R. 1 by
eliminating the 5 percent benefit Increase and the other provisions which we
-have-noted--It-these-modifications are made, long-range average annual benefit
costs can be pared by $8.5 billion, with consequent reductions' in tax rates. Fur-
thermore, future tax rate increases should be scheduled ove ' the next 16 years,
rather than 0 years, to avoid an unnecessary build-up In the trust funds.

Table VIII below, compares combined employer-employee Social Security and
Medicare (HI) tax rates In H.R. 1 with th6 schedule reommended by the Na-
tional Chamber. Our recommendations would result in much lower taxes on
workers and business In all future years.

If the Finance Committee does not decide to reduce the costs of H.R. 1 in ac-
cordance with our recommendations, it Is still possible to ease the tax burden
on workers and employers over the next several years. Future tax rate increllses
should be scheduled to maintain trust fund b)alances about equal to one-year's
benefit payments. This would result In lower taxes on business ad workers over
the next 12 years.

TABLE VII.-SOCIAL SECURITY AND MEDICARE TAX TAKE-PRESENT LAW COMPARED WITH H.R. 1. 191-771

In billions of dollars

Year Present law H.R. 1 Increase

- 1971 ............................................................ . 45.0 45.0 .............. ..
1972. .................................................... 51.3 55.6 4.2
1973 ........................-.................................. - - 59.1 59.5 .4
1974------------------------------------------------... 62.5 63.7 1.2

- 1975 .......................... ............................... 65.6 76.2 10.6
1976 .............................. ............................... . 70.8 82.7 11.9
19 7 .............................................................. 72.4 102.9 28.7

Cumulative increase..................................................................... 57.0

I House Ways and Means Committee, Social Security Amendments of 1971, Rpt. 92-231. 92d Cong., 1st sess., pp. 132'
and 143; and Social Security Administration, Office of the Actuary.
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TABLE VIIi.-SCHEDULE 6F SOCIAL SECURITY AND MEDICARE (HI) TAX RATES FOR H.R. I AND MODIFICATIONS
*THEREOF V(COMBINED EMPLOYER-EMPLOYEE RATES)

H.R. I benefits and modifications ol H.R.I

. .. ,.. Modikation
of Hi.R. 1-

H.R. I tax base tax base of
Yea r of $10,200 $9,000 2 Difference.

1971 . . . . .. - 10.4 10. 4. ..............
1912-74 ............ r ......................... ----_--------------.10.8 10.4 + 0.4
197546 ......--....................... ......................... . .12.4 11.0 + 1.4
1977 ............................................................. 14.8 11.0 + 3.8
1978-80 ............................................. ............... 14.8 11.8 +3.0

191-314.8 12.6 +2.21981-83 ....................-............ 86................. 14.8 13.4 +1241984-6. .. ............................................ .. 14.8 14.2-1987 and after .................... I.......... -...................... 14.8 14. 2 4 +.6

I These tax schedules were developed by Robert J. Myers, professor of actuarial science, Temple University, and a
member of the national chamber's social security committee. from 1947 to 1970, Mr. Myers was the chief actuary, Social

-Security Administration, U.S. Department of HE.
S Mocircation of H.R. [ eliminates $10,200 tax base, 5-percent benefit increase, 5 month "waiting period" for disability'

benefit, special minimum benefit based on 'years of coverage," additional dropout years, delayed retirement increment
and extension of hospital insurance benefits to disabled persons under age 65.

Table IX compares'the combined enipioyor-employee Social fSecurit:y-a-id
* Medicare (HI) tax rates in h.R. 1 with an equivalent alternative schedule
, designed to. finance the provisions of H.1R. 1 as passed by the House.

* TABLE IX-SIUE _ SOCIAL SECURITY AND MEDICARE (HI) TAX RATES FOR H.R. I AND EQUIVALENT

SALERATI 
VE'

Combined employer.emp

' , - H.R. I benefits-Tax base of $1

Equivalent
H.R. 1 alternative

Period (percent) (percent) Difference

1971.: ........................................... ......... 10.4 10.4 .........
1972 to 1974 .................................................... 10.8 10.8 .............
1975 to 1976... .......... * ....................................... 12.4 11.6 +0.8
1977 .......................... 14.8 11.6 +3.2
1978 to 1980... ............... ............................ 14.8 12.6' +2.2
1981 to 1983.. .. ..... ................................... -14.8 :. 13.6 +1.2
1984.to 1986 ...................................................... 14.8 14.6 +.2
1987 and after .................................................... 14.8 . 15.4 -.6

I These tax sthedules were developed by Robert J. Myers, professor lol actuarial science, Temple University, -Phila.
delphia, Pa.

ScoCLUsIo0N

The record shows that Congress has acted regularly on Social Security over the
years and treated beneficiaries very fairly. Benefits are well ahead of the rise
in living costs. There is no economic need for another increase today.

Moreover, the facts clearly' indicate that there is no real justification for auto.
inatic cost-of-living provisions,, financed by automatic escalation in the taxable
wage base. We think it would be particularly Inappropriate to initiate such a
provision- at a time when the government is engaged in an unprecedented effort
to halt inflation through wage and price controls.

In conclusion, we believe that the House bill is an extraordinarily expensive
package which proposes an oppressive tax burden on workers and employers,. The
Finance Committee should make every effort to reduce the long-range costs of
H1.R. 1 in order to lower Social Security taxes to a reasonable level.
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CHILD CARE AND PRESCHOOL PROGRAMS COMMISSION, OFFICE OF EDUCATION, SANTA
CRUZ COUNTY, RICIARD R. FICKEL, SUPERINTENDENT

H.R. 1 COMMENTS ON ITs CHILD CARE PROVISIONS

CONTENTS

I. Summary of Principal Points.
I. Introduction.
II1. Stateinent of Position..

A.-Purpose of II.R. 1.
.13. Standards for Day Care.
C. The Ribicoff Amendmnent.'
D. Need for Commutlty and Parental Involveme"t.
E. Need for Comprehensive Services to Children.

I. Sumtnary of principal points
A. H.R 1 is oriented almost entirely to requiring AFDC reclpients to register

for ivork or training.
B. Its provisions for child care are Ill-defined and provide no guarantee of

quality.
C. The Ribicoff Amendment would considerably ameliorate the harsh effects

of H.R. l's work requirement on family- life.
D. .It is critically Important that child care programs should spring froni the

-community, with full family and community participation, "and we urge that
there be legislation to enable and assure this.

-E. Without full child development services, we will pay dearly in children
grown into' unproductive adults, broken homes, and the huge future .Cost of
delinquency, drug dependence, and meptal illness...
Ir. Introduction

In September 1970, the Board of Supervisors of Santa Cruz County established
an advisory Child Care and Preschool Programs Commission. The Commisston
works with the County Office of Education and has representation from 18
agencies, teachers and parent groups. It grew out of the concentrated efforts of
many people In the community, both lay and professional, for the overall wel-
fare of young children. Its original concerns were to coordinate the scattered
programs for young children, to avoid waste and duplication, to provide common
re sources, and in general, to make the wisest use of public funds. -

As the Commission accumulated Information on existing programs and on- -mt unmet .needs, it became clear that duplication was not the problem. The un-
nH ne ir-sall county alone may be inferred from the fact tht not more

than 900 places are "ailablein the entire county in licensed day care, while
the number of children of working mothers-s estimated from census figures to
be not less than 8,000, and perhaps a great dealigher.--.

The Commission is deluged with requests for. assistance infing-sub care.
We receive daily inquiries from groups and individuals, anxious to start dfrJ-
care centers, from teachers willing and anmxlous to do the Job, from students eager
to begin.a career with children.

We have been increasingly frustrated because the funds to put these elements
together have not been available. Many local centers exist only by, the devoted.
work of underpaid teachers and volunteers, Several valuable programs have
gone under in spite of local concern and suIoport.

Santa Cruz County has made valiant efforts to serve the child care needs of its
working. families. Local matching funds have been stretched to_the utmost. All
available State funds for children's centers, and also for compensatory pre-
schools, and parent education are utilized by its school districts Virially the
only open-ended funds for children that our Commission has found available are
Title IV-A Social Security funds, already being utilized by the County Depart-
ment of Social Welfare. The use of these funds is of course limited by the eligi-
bility requirements, so that in practice, they serve mainly single-parent AFDC
families in very low paying work or in training programs in limited fields. The
great majority of working parents, including many intact families struggling to
maintain a decent standard of living, are not served at all. lveh those able to
pay the high cost of good child care cannot find acceptable substitutes for a
mother's care.
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II. Statement of Position
A. Prpose of 11.k. 1.-Mr. Nixon states that "... day care centers to provide

for the c'hiidreii of the por so that their parents can leave the welfare rolls to
. go on the payrolls of the Nation, are already provided in .11.11. 1." lie goes on to

say that "... child development centers are a duplicatior of the.e- efforts-" - 
1

Clearly, the mothers now in need of day care services are not the same grOup as
the welfare recipients, not now working, which the bill proposes to serve. By its
own statement of purpose (Title XXI) H.R. 1 is to provide:

S. .. for niember of needy families with children the manpower services,
training, employment, child care, family planning, and related services which
are necessary -to train them, prepare them for employment, and otherwise
assist them in securing and retaining regular efiployminent and having the
oplprtifnity for advancement In employment, to, the end that such fa miles
will be restored to self-supportihg, independent, and useful roles in their
coninimities..." (See. 2101, pilge 326)

It goes on to require that:
"(a) Every individual who is determined by the Secretary of'Health,

l Education, and Welfare to be a member of an eligible family and to be
available for employment hall register with the Secretary of Labor for

.-mantpower services, training, and employment." (See. 2111, page 328)
Exenlitions.,are provided only for Illness, incapacity, age, for children under-

1"6, and for mothers of children under three (or until 1974, tuder'-six).
The stipulations for wages and working conditions (See. 2111) offer little

protection and no guarantee that the job will suit the individual. Wages as low
i(s thirk-quarters of the iilhnun wage would be pennitted.

Under this act. mothers who prefer, to stay home and care for their young

children will be required in inany cases to leave them for unfulfilling, low-paid
work. In what way would this strengthen family life and break the cycle of

- neglect and poverty?
We take the stand that:

I.R. 1 Is oriented almost entirely to rejulring AFDC recipients to
regl,4-ei for work or training. '

B. Standards For Day Care.-H.R. 1 spells out, few requirements as to the
quality of the day care to be provided. (Pages 347-9) It states (See. 2133a) that
the Secretary "... shall arrange for and purchase, from whatever sources may
be arailable, all such necessary child care. services ... "i (our. empha. is) Fa-
cilities developed through the act are given preference for funding, and for school-
age children local educational agencies are given preference. In see. 2134(a) itstates that the *Secretary shall establishh ". . . standards assuring the quality

of child care provided . . .", but these standards a'e nowhere. spelled out. Nor
are there provisions for local control, parent representation, or health and social

services to children and families..
We take the stand that:

Its provisions for child care are ill-defined and provide no guarantee of
qUality. 0

C. The Ribicoff Amendment.-An amendment has been proposed which would
improve H.R. 1 In several vital respects:

1. Raising the family allowances (See. 2151, page 35).
2. Eliminating the work requirement for diothers of children under 6 (Sec.

211 page 4-) =
3. Establishing -more-reaonable and suitable working conditions and

wages (See. 2111. pages 5-7).
4. Protecting the standards of the child car-e-to be provLded (See. 2134.

pages 30-31).
We take the stand that:

The Ribicoff Amendment would considerably ameliorate the harsh effects
of H.R. l's work requiren'nt on family life.

D. Need for Community and Parental Involvement.-In its day-to-day work in
the community, the Child Care and Preschool Programs Commission functions
very much as a local Child Development Council, as envisioned in the national
4C Program (Community Coordinated Child Care). It fosters active parental-
involvement in the planning of all programs for children. *

I Economle Opportunity Amendments of 197f --Veto Message (H. Doe. go. 92-48).
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We take tile stpnd that
It is critically important that child care programs should spring frmi..

the community, witil full family and coininiuity participating, a 11(d we
urge that there be legislation to enable and assure this.

U..'lccd for Corn prchcinsic Scrvice, to, Children.From the experience in
surveying local needs. it i. our conviction that n olie type of program can best
serve nil children. Families hieed a choice of programs front wliich to pick
those which afre most congenial and helpful.

Day care homes can provide at libme-like environnelt for sonle children, lpar-
ticularly for the very young.

Children's centers can provide convenience and continuity for mnany children
of school age.

For some families, corporate day care at the work site can help to keep a.
mother'close to her child..,

For others, a private nursery proves most congenial.
Compensatory preschool programs help children, regardless of the work

Status of their families, by providing experiences often lacking Inan environ.
mentof poverty.

Cooperative, nursery schools offer a valuable educational supplement to a
home of any income level, and assist all parents to gain In skills tiley need to
help children grow into Happy, productive adults.

All settings can provide an.integrated, humane, stimulating atmosphere, help-
Ing each child to grow Into his own best self.

Our own State Superintendent of Schools, Wilson Riles, has declared that
a year of preschool education would be beneficial to all children and Is an
important goal for school districts to work toward.'

-Comprehensive legislation on child development Is needed to implement this
Administration's "national commitment to providing all American children an
opportunity for a healthful and stimulating development during the first five
years of life"'.3.

We take the stand that:
Without full child development services, we will pay dearly In children

grown into unproductive adults, broken homes, and the huge future cost
of delinquency, drug dependence, and mental illness.

STATEMENT OF (1 Ot.a.EGIF. OF AMERICAN PATHOLOGISTS, -SuBMITTED BY

C. A.. MCWIoRTFR., M.D.
Mr. Chairman and Members of the Committee: -
The College of American Pathologists appreciates this opportunity to submit

a statement to the Senate Finance Committee on H.R.-I. the -Social Security
Amendments of 1971.

The College'of American Pathologists is a national society with a membership
of more than 5.500 physicians certified by the American Board of PathologY.
The membership of the College is composed entirely of physicians.

This statement will generally concern itself with those sections of the legisla-
tion which would affect the manner and method in which pathology is practiced,
regardless of the setting i.e., hospital laboratory, independent laboratory, teaeh-
Ing institution, or the private practice of pathology by an Individual pathologist.
This approach is being taken because CAP membership N. representative of all
these areas.

SECTION 207-ESTAB.ISIIMENT OF INCENTIVES FOR STATES TO EMPHAsIZE COMPHE-
- JIENSIVE IIEALTI CARE UNDER MEDICAID

The College of American Pathologists can see the need for new approaches
by the states to reduce the continuing increase in the cost of the Title XIX-pro-

---- ..... _gram. W6 agree generally with the portions of this section aimed at Improving
-tilIzatloi-of services and reducing the length of stay in.inpatIent facilities.

Many Health %fantenanco-QrganizatIons (lIMOs) are currently being funded
on an experimental basis by the Sfdipal Service-Administration of the Depart-

'Task Forep Report on Early Child Education. Wilson Riles. November 1971. .
3Economic Opportunity Amendments of 1971-Veto Message (H. Doe. No. 92-48).
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ment of ]JEW. lt81IIA is iso funding on an experimental basis many IlIMO
and comnntiity-oriented group practice programs.

The portion of the section which concerns us is the significant incentive of
Increased fedeal-tiiatching funds by 25%. ip to a inaximum of 95%. for states

which contract with liMOs or similar organizations to provide services.
The 1IMO concept, though not new in the country. is new in its wide avail-

ability to the general public. The' majority of these programshas been designed
to meet the needs of a swelcflc group of people. usually with similar employment
or other common bond. To make available this benefit on 'a mixed population
basis could, in our opinions, cause more harm than benefit. Tie reas9 s for our
concern In this are:

1. The ability of HMOs to produce the desired quality and quantity of
medical care when applied to a heterogeneous group on a widespread basis
has not yet been demonstrated.

2. An immediate effort by state agencies either to organize. or cause to be
organized. HMOs or similar organizations without the proper admlinistra-
tlive detail being developed for delivery.

3. A rush by groups to organize such services without the depth and the
expertise of people knowledgeable in the 'administration of such programs.." 4. The possibility of -the total health field not being able to pro(uce the
personnel, equipment. and exlpertise to meet the demand.

5. The possilillity of creating for Title XIX recipients another promise that
cannot be delivered by state agencies.

We hope that Congress would delay action on this portion of Section 207 until
such time as pleasurable results have been carefully reviewed by both Congress
and the Department of HEW to ascertain the benefits derived from, and prob-
lens created by, the experiments currently being conducted.

SECTION ' 222-REPORT ON LAN FOR PROSPECTIVE REIMBURSEMENT: EXPERT-

MENTS AND DEMONSTRATION PROJECTS TO' DEVELOP INCENTIVES MJR ECONOMY

IN TIHE PROVISION OF HEALTH SERVICES

The iecognition by Congress that the existing cost reimbursement mnielanism
has created some serious financing problems is to be applauded. For (hii forward
look we agree with theintent of this section. -

We believe that the experimental approael to finding a more equitable and
reasonable method of financing institutional care under Titles V. XVIII, and

"XIX is appropriate and logical.
The experiments dealing with prospective reimbursement must be' well-

controlled and monitored to be of value. The Department of HEW should be
required to place these experimental programs within institutions that are
involved in delivering inpatient services. In the past, the Departmnt too often
4las assigned "experimental programs" to large universities and research-or-

__etted firms. The results obtained have had little-pjactical Application. The con-
c6- e)t-of-propectlye reimbursement and other forms of payment must be well-
tested before they are put Into effect. --- -sp r. The pathologist in the hospital setting is imarily provtdilg services ordered
for patients "by the admitting physician and/or consultants oi tl ese patients.-
In such a -role,. the pathologistsin effect has little immediate control over the
quantity of laboratory tests ordered for the patient.. Ina paynmnt s.sten in
which all laboratoryV services provided to the patient would be included In the
per diem or all-inclusive rate, inequities would be created for the laboratory
department. These inequities could arise, for example. if a patient were required
to have certain tests performed on a daily basis over an extended period of
time. (Electrolyte studies or, blood gas tests on critically ill Iatients, NNhicl
must be performed on at least a daily basis, would- be an example of such
tests.) The hospital administration and/or the pathologist could not limit the
performance of these tests, which are ordered by the attending physician and are
medically necessary, .These tests Might. well use up a substantial portion' of
the institution's per diem rate. One result would be deficit payment to the
institution for this type patient. Another result,'might be the concern expressed
In the House Ways and Means Report, that Institutions might. reduce the quality.
scope. and depth of certain necessary patient ervt.ces to stay within t set per
diem payment.

The College of American Pathologists would like to re-emphasize that these
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experiments (1) must be well-controlled and monitored, (2) must be placed
ill institutions representative of present providers; and (3) nust be of sufficient
duration to lie valid in their findings.

.... SECTION 224-LIMITS ON PREVAILING CHARGE -LEVELS

The College of American Pathologists strongly objects to this further reduc-
tion in the percentile figure for determination of the reasonable charge for
physician services.

The proposed intent of P.L. 89-97 was to assist the elderly patient in the
payment of his health care expenses. The original percentile figure used was 90;
.this was reduced by. the 1967 Amendments to the 83rd percentile. Thfs further
reduction to the 75th percentile in federal liability increases again the payment
that must be made from the limited man;s 6 the beneficiary.

The College also questions ihe usS oata compiled from IRS sources as a
common-denominator for determining allowable aggregate Increases.

The 40-60 ratio used in the example in the Ways and Means Report is ....
realistic when applied to a medical specialty medical field such as pathology.

The expenses Involved for a pathologist In the operation of his practice are
considerably higher than for most other physicians. The differential in operating
expenses is caused by many factors, some of which are:

1; Higher costs of necessary complex and sophisticated laboratory .equip-
nent.

2. Higher percentage of labor costs by virtue of a large number of pro-
fessiomi personnel in good income brackets.

3. Pathologists, regardless of their, laboratory setting, must have, either
physically on duty or available on a 24-hour basis; necessary trained per-
sonnel for the conduct of emergency procedures.

4. Federal and state ,requirements for licensed and/or professional
personnel.

.5. Federal and state reqUirements for quality testing of tests performed
under the direction and supervision of the pathologist. (Clinical LIboratory
Improvement Act and Title XVIII)•.

For these reasons, the College believes that if some formula were to be used
in determining aggregate allowable increases, all factors (such as. those met)-
tloned above) must be considered when dealing with, allowable Increases in
pathologists' charges.

The College of American Pathologists also must question the portion of'this'

section dealing with reasonable charge levels for medical supplies, equipment,
and services. If this section is intended to include services of laboratories,- then
we must object to including such medical services In this grouping.

-- To assume that the quality of laboratory services cannot vary is erroneous.
In the area of laboratory services , variation In cost is brought about by several
factors, many of which are not immediately evident to the nonprofessional.
These are:

1. Volue of work done by a particular laboratory in a testing area.
2. Sophistication aid variation of equipment to do the testing.
3. Level i~nd number of, professional personnel employed In the laboratory.
4. Quality control methods, used by the laboratory and frequency of

checking ol) employee performance. d
'There are laboratories today that are doing high volume of work In

specialty areas of testing. This type of laboratory rarely does emergency testing,
and its workload is scheduled by the receipt of specimens forwarded td it by
mail and/or messenger. These laboratories usually can offer a lower fee. for
their services. However, they do not provide the wide scope of tests and services
which are necessary for proper diagnosis and treatment- of the total patient.
The hospital laboratory or the general service Independent laboratory mist be
staffed und operated to provide immediate services -in emergency cases. This
emergency service causes delays in the performance of routine tests and requires
a higher personnel load, which relates to an increase In the cost of providing
ser vces to the patient.

'ome of the high-volume laboratories may not exercise the quality control
system, nor do they employ the necessary qualified personnel beyond minimums
needed to meet standards.

As an example of this, HEW has recently taken steps to withdraw, under the
Clinical Laboratory Improvement Act, federal licensure of one portion of ons
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such high-volume specialty laboratory. Medicare certification In this area is%
also being removed..

The concern for cost reduction in the Medicare and Medicaid programs should
not be the factor used to possibly create i lower level of quality.

SECTION 226-PAYMENTS TO HEALTH MAINTENANCE ORGANIZATIONS

As mentioned earlier, the College is Interested in the effect of lIMOs on the.
health care delivery system.

However. lIMes servipg various mixes of people have not been in existence
long enough to meet the test of adequacy. We support the proposal that experi-
mentation Jn .this area should be undertaken to.determine the propel r6iand
function of this vehiclein the system.
HM0s cafinot be looked upon as the panacea for all the health delivery- prob-

lems of the nation. Rather, they should be looked upon as a part, of a. multi.
faceted system ;which allows freedom of choice for both the government and the
public.

SECTION 227--PAYMENT' UNDER MEDICARE FOR SERVICES OF PHYSICIANS RENDERED'
- . .At A TEACHING HOSPITAL

The"College recognizes the problems that exist in administering the section
of the present Title XVIII with regard to payment for teaching physicians.

We plso'recognize the wide variation that exists in teaching arrangements in -Ilthi country.
. The, College must. register opposition to the language of HR 1 which would

plac6 the reimbursement of. teaching physicians tinder Part A,'hospital reim--
bursement. if the patient is a non-private Medicare patient and the hospital /does not meet the requirements outlined in the section.

The education of the future physicians of this -nation for the care of the
patient under both Titles XVIII and XIX is essential for the-contiquation of
these programs. The concept of a "salary equivalency" for supervisory physi-
clains would make for all Inequitable double standard for relmbursenient of
physicians for patient services in teaching institutions.

. Inasmuch as the attending physician. including the pathologist, is eqtaily re-
sponsible fori patient care in this setting, as in all other medical ltzstitutions,
there -should be no artificial differential for this group. The end' result of care

.provided to the patient is the same, in that the patient haS. received the benefit
of Nqual professional activities.

Under the present proposal, hospital teaching staffs' would be required to sub-
sidize patient care under Titles XVIII and XIX by this difference in reimburse-
nient. In addition, in the opinion of CAP, the administrative problems involved
in determining the "salary equivalency", and' the distillation of this into an
hourly rate would create a sea of chaos that would leave this-a&-jfTemburse-
• uent in a morass of paperwork from which it could never recover.

The proposed distinction between a non-private Medicare patient and a private'
Medicare patient also must be questioned. Are'.we reverting to the very situation
which proponents of Medicare claimed existed prior to the passage of P.L. 89-97-
namely, two levels of service: one for paying patients, and one for non-paying
patients? The Ways and Means Committee in its report is aware of this problem
(p. 96, 2) when it states that appropriate safeguards should be established to
preclude fee-for-service payment on the basis of performance or token'compliance '

With these private patient criteria.
Are these administrative safeguards to be in the law? Are they to be in the

form of Rules and Regulations promulgated by the Social Security Administra-
tion? If we can assume that SSA will prepare these procedures, the administra-

1' tive nightmare that will follow will be beyond comprehension. The separation
of patients into fee-for-service or cost-reimbursement classes is compounded fur-
ther by the part of this section dealing with continuation of fee-for-service only
for those institutions which, prior to 1966, billed all patients and collected from
a majority of them for professional services.

Where does this leave the large teaching, charity, and municipal hospitals,'
which had legal barriers preventing such billings? Many of these teaching hos-
pitals have been able to improvete quality of their teaching staff with the advent
of Medicare. The fee-for-service concept for the Medicare patient generated addi-
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tional income for these institutikns. This income was utilized to expand the budget
portion for teaching salaries. By' this means, the Institution could attract highly
luilitled physicians to Its staff. This practice in reillity hasbenefited the patient

to a 'grefit extent.-
Are they now to rvert to their fiscal binds that sted pdor td 1966?
In conclusion. .we must object to what we c( i"Arf ' i waL\\'ard Step for health

services. -.

SECTION 229-AUTIKORITY OF SECRETARY TO TERMINATE PAYMENTS TO SUPPLIERS OF
SERVICES

The College is in agreement 'with the intent of this section. The problem of
dealing yith, the provider whoiflagrqntly -violates the law must be met. These
violato, iiu.-t ibe found and punished so. that. the publlc\ will not suffer from
their acts.

However, the College does have some concern over certain portions of the
section..

1. Furnish excessive services to patients-The role of the pathologist Is
'one of providing service to a patient who has been admitted by another physi-
cian. The admitting physician alone, or In consultation with other physicians,
deterllines the course of action to .be followed in treating the patient. The
pathologist cannot reasonably refuse to provide services ordered unless lie can
show that the service ordered Would be medically harmful to the patient. If- the
program review team determines that there is excessive utilization of laboratory
services.in a.particular case, would the liability be placed on"the physician order-
lng services. or on the pathologist providing the services? In light of time heavy
ineldemwe of malpractice suits today; many physicians are reluctant not to ordel'
certain services.

We agree with the concept that physicians only should review the work of
physicians embodied in the program .review approach.

2. I'uhlicdisclus ure of violators-We do not object to the disclosure aspect.;
however, we do have reservations regarding the tiring of the disclosure. The
language contained in HR 1, in our opinion, is not clear as to whether this public
disclosure would take place before or after a hearing by SSA, following action or
reocoin endation by the appropriate program re-lew team. Our opinion is. that
such public disclosure should take place only after all administrative and review
p~rocee(lings have 'been'.exhaisted. To accuse a provider publicly, prior to'proper
hearings, could do irreparaible harm to the individual or Institution involved.

SECrioN 232-ELIMINATION OF REASONABLE COSTS OF INPATIENT HOSPITAL Sf.RViCES
UNDER MEDICAID AND MATERNAL AND CHILD HEALTH PROGRAM

This section again brings to public attention the problem of state agencies in'
the payment of Title XIX benefits.

The College, cannot agree with the language of HR 1 in permitting states -to
develop a reimbursement formula for Inpatient care which differs from the Medi-
care reimbursement formula. We believe that such an option will lead states into
anmarea of program cost reduction that will create a two-level health system

e within an institution. It is reasonable to assume that the state will develop
formulas which reduce its obligation to meet the costs of care rendered to Title
XIX reipients, Who then will pick up the deficit? Certainly not Title XVIII,
which can only pay for those costs which it deems reasonable for meeting the needs
of their beneficiaries. The only group left then is the no'n-government-supported
segment of the public. Through their third-party programs of their own funds.
they will have to pick up the deficit.

Where the states have been able to exercise options under Title XIX in the
'area of payment for services, they usually have cut payment to the point so
tlat costs could not be met by the provider. We believe that the states again would
react to the next option by reducing payment to a point well.below the reason.
able and allowable level of Title XVIII.

-SECTION 236 --- PROHIBITION AGAINST REASSIGNMENT OF CLAIMS TO BENEFITS

The College of. American Pathologists is generally in agreement with the
intent of this section. However, our concern Is with the effect that implementation
of this section might have on professional corporations, partner.,iips. and as-

N
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.,ociations, especially as it applies to independent laboratories. Implementation
of this section should not interfere with existing legal and medically ethical
nwtli.,hnis of payment.

SECTION "24PRO 5 M FOR DETERMINING QUALIFICATIONS FOR CERTAIN HEALTH- 2"- _ CARE PERSONNEL

The College is in agreement with this forward step in bringing into the health
system those persons who now are unable to lend their effort to meeting the health
nmnliower-.sh(1rtage. We believe that'the development of proficiency testing and
equivalency factors will create career and job opportunities for persons whose
mnly fault has Ieen not having the necessary formal training and education to meet
iriensure requirements.

The college again wishes to thank the Committee for the opportunity to sub-
mit this written statement. We would request that this statement be made a part
of the record of the Senate Finance, Committee in its consideration of HR 1.

If the Committee, or the staff of the Committee have questions concerning the
statement, the College will make every effort to provide answers.

COLEGFE OF AMERICAN PATHOLOGISTS,'
Washington, D.C., Nov'embcr 10, 1971.

lion. RUSSEJL B. LONG,
Chairman. Scate Finance (6'11mittcc.
U.8. 8cn atc, Washington, D.C.

DE.AR SkXATOR Lo',NG: Enclosed is a statement 'of the College of American
Pathlogists indicating the attitude of the College toward peer review.
. The statement Is not meant to support any one piece of legislation, but rather it
points out the areas of concern to the College that we feel must be considered in
any peer review legislation to be enacted by hie Congress.

The College requests that this statement be made a part of any hearings or
*reclirdl developed by your Committee in the consideration of HR 1. tile Social
Security Amendments of 1971.

For your information, I amenclosing brochures explaining the prograins men-
tioned in the statement. It is not intended that these lie included in the record
of any, clearing.:

A copy of the statement and the brochures are being forwarded to each member
of the Finance Committee. In addition, we are providing to the staff of the Coin-
ilnittee a supply of the statement and brochures.

Sincerely, .
WILLIAM J. REALS, M.D..

President.

STATEMENT OF COLLEGE OF AMERICAN PATHOLOGISTS

Mr. Chairman and Members of the Committee:
The College of American Pathologists appreciates this opportunity to submit a

statement to the Senate Finance Committee on the subject of Peer. Review
Programs.

The College of American Pathologists is a national society with a membership of.
more than 5,500 physicians certified by the American Board of Pathology. The
membership of the College is composed entirely of physicians.

The College has a history for pioneering peer review programs in tle field of
laboratory medicine dating back to 1949. From the beginning, the aim of the Col-
lege has been to establish, througlh these programs, peer review as an ongoing
evaluation process. From those pioneer efforts. there has evolved- a multiplicity
of peer evaluation programs that has establisled'CAP as a dominant national
and worldwide force in quality evaluation in the field of laboratory medicine.

Today there is a variety of quality programsoffered through the College.
1. Quality Evaluation Programs (QEP)-CAP Quality Evaluation Programs

are proficiency testing systems designed to monitor a participant's laboratory
results by comparing his results to the natloilal mean, reference laboratories.
and/or..selected referee- laboratories. The programs are designed to define the
"state Of the -irt" in laboratory medicine and to correct problems within the law-
ratiry through generally accepted evaluation criteria.

Today there are approximately 7.100 hospital and Independent laboratories



2886

participating in the CAP Quality Evaluation Programs. ,The program has also
been accepted In many foreign countries, including Japan, Australia, New Zea-
land, and a majority of the nations in Western 1,urope.

In addition to those areas mentioned 'above, the College's QEP is used by'the
Veteians' Administration in all of its hospitals. The College is also providing
this service to Air Force hospitals. State health departments have contracted
with the College for the provision of materials to be used In their testing pro-
grams. The Center for Disease Control, the Foderal Governmental agecy which
has the responsibility for regulating laboratories in interstate commerce under
the Clinical Laboratory Improvement Act of 1967, has also approved 'the QEP
in lieu of a laboratory's participating in their programs. Finally, the plfograin
has been approved by state agencies in forty-two states for proficiency testing
under Medicare regulations and for some state licensure programs.

2. Quality Assurance' Service (QAS)-QAS has been. designed specifically
to assist laboratory personnel in solving the many problems arising from the
challenge of total quality control. QAS not only uses a convenient and sophisti-
cated computer program, but also provides a flexible personalized system for the

. medical laboratory and its director. The laboratory's director generates the Input
data on the basis of the specific constituent being analyzed, the method used for
the assay, and-the particular lot of quality control material utilized. This quality
control input data is mailed on a weekly basis to the College's national computer
center. Centralized data processing then applies standardized and specialized
statistical procedures to. all QAS participants for more meaolngful oniparisons
of controlled data. Thus, the laboratory Is provided vital information to make
significant comparisons within the laboratory on a month-to-month basis. The
laboratory also :is provided statistical Information- to compare Its performance
.with other QAS subscribers on a state, regional, or a national basis.

This program was initiated early in 1971 and already has miore than 250 lab-
oratories participating.

3. Physicians Evaluation Program (PEP)-This program was created ap-
proximately two years ago by, the College. The program already has more than
400 physician office laboratories participating. For some time the College has
been working with other medical groups in an effort tO gain'widespread accept-
ance of'the PEP concept. These efforts recently resulted in the formation of a
joint, venture into this field by the CAP and the American Society of Internal.
Medicine (ASIM). The College believes thatthis approach will bring' rcogni-
tion and acceptance by physicians who -re concerned with offering quality office
laboratory Services.
, This program Is similar ir concept to the Qqallty Evaluation Program con-

ducted for clinical and hospital laboratories, but is designed specifically to meet
the needs of physician office laboratories. It offers to the physician with an office
laboratory an inexpensive system for monitoring the capabilities of his office
laboratory. It allows the physician to evaluate specific tests, reagents, and in-
struments for accuracy and precision. The program also provides confidential
data which compares the performance of the physician office laboratory to a

-peer -group of participating physician office laboratories. The program provides
facts which can assist the physician in the management of laboratory tech-
nicians and personnel In his office laboratory and will help him to attain and
maintain high standards of patiept care.

4. Inspetlon and Accreditation Program (I & 4t-This program reviews
the. total performance and function of both hospital and independent labora-
tories throughout the country. Almost 1,000 laboratories hove been. accredited and
200 are in the process of accreditation through this program. In this nuinber,
are approximately 180 laboratories Involved in interstate commerce. In these
laboratories, accreditation serves in lieu of federal censure under the Clinical
Laboratory Improvement Act. The Veterans' Administration also uses our I & A
progrim in all of Its hospitals.

The two essential factors In all of these programs are voluntary participa-
tion, and pathologists reviewing the professional competence of pathologists
and other professionals In the field of laboratory medicine.

This background is _provided to help establish for the Committee the concern
of' the College for quality performance, not only in the hospital-based and in-
dependent laboratories, but also in the physician "office laboratories."
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1. SCOPE OF PEER REVIEW -

The thrust of peer review must not be limited to inpatient hospital services
received by recipients. Medical services know no boundary and the delivery
and evaluzition of the quality and neces.dty of these services should not be
limited to any. one setting. A major portion of the medical services provided to
patients is offered in settings,__ other than hospitals, on an outpatient bwaisi.
which at times have little to offer in the way of quality assurance.

- 2. NATIONAL ADVISORY BODIES

The -creation of a national advisory council to the Secretary in this area is
essential to the success of the program. Proposed legislation calls for the estab-
lishment -of such a council to be composed entirely 6f physicians. The College is in
agreement with this intent. However, we must strongly urge that these physi-
clans -must be physicians in active practice. In addition, we also strongly
recommend that there must be adequate representation of the medical siieclalty
disciplines, i.e., radiologists, pathologists, etc. on this council.

3. NATIONAL ADVISORY PANELS

Many times the efforts of national advisory bodies are in vain because of the
lack of consultation from specialties within the fields that the council is at-
tempting to setre. For this-reason, the College strongly urges that national
advisory panels representative of national medical specialty societies be estab-
lished to advise and assist the national advisory council. The purpose of these
panels would be to aid the council in the preparation of criteria of care and treat-
ment as may be within their area of expertise.

4. STATE AND LOCAL,'PARTIPATION

Any program that is national in scope must have the benefit of lines of
communication to the local level. The Cdllege therefore agrees with proposed
legislation that there must be state and local advisory groups to assist in the.
carrying out of the intent of peer review programming. The concept of specialty
advisory panels should also be carried out at the state and local level to assist
these local groups in their delib- t Ions.

5. PHYSICIAN OFFICE LABORATORY SERVICES

Special attention nany peer review program must be given tothe provision
o laboratory services in the physician's office. The "office laboratory's" per-
f~hnance, equipment, proficiency testing, and quality control procedures must
be monitored and evaluated. The "office laboratory" should meet standards of
performance of quality' control established for hospitals and/or independent
laboratories, on a voluntary basis, such as the PEP program of CAP/ASIM
(see P. 3, or its equivalent).

6. THE ROLE OF PEER REVIEW

Peer rerview must be allowed to be more than a review of the past medical
services provided .and the payments made for these services, If peer review is
only a forum f ot'fthe airing of grievances and complaints against physician fees
and the relevance of these fees to the services performed, then peer review should
remain as a concept and not be enacted into legislation by the Congress.

Peer review, as was mentioned earlier in this statement, must be an ongoing,
evaluation process. There must be professional incentive for the practitioner to
participate in such programs. The main, thrust of a successful peer review pro-
gramin must be one of educational and forward-looking programming. The history
of peer review programs of the College bears this out. As more pathologists
.participate in these voluntary programs, tle results indicate a higher degree of
professional achievement, better quality of the work performed, and a narrower
allowable margin of error.The College believes that the reason for this is the p-ofessional pride of the
participant. The participant pathologist knows that his work is being reviewed
by pathologists and is being compared t the work of other pathologists. Quality
assurance, quality performance,, and qu Ilty achievement become his profes-
si6nal goal.
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Tit>.TIMONY OF .JOAN FoIEY. ilEI'8REtFNTI N iiE (OM M iTTFTEE ON INC'OM E
"AINTENANt'E

[ al1l1 Joan Foley. I s.xp: k here today for the Committee on Ineome Mfiintenlnle..
V, -art at Contiittee of Anierhcan vitizknis from all walk of lift- who are inter-
ested in the welfare of the Aniericaii l'wlple a a whole and especially il the
present systent (f it elfite which was created over :30 years ago as a temporary
llte sis rO 11l1d a .nOt proven suIcesfl.:.

.IiOr ('onltnittee haq beei functionlhingfor lie last four years, has held three
,onfer enres, and I.iv, been Instruniental it having nuinerous bills introdued in
the- Ilouso by Congre.smn William lilb;t. Ryan and Congressman Leonard Parb-
stein, to wvit : lilt 13625, IR 586. HR 1434. lIlt 14773, and H1R 401.

The provisions which we feel must be included in-a 'Meaningful income maln-
tenance bill have bwen sent to all ntelnbwrs of the Hfouse, the Senate. and to the
Uoreriiors of every state and have received very favorable reactions fronii all.
Hased on the'favorable support we have receivtl. not only front our legislators
but also from tihe public n.4 a whole. our Conmittee has ad.optc4l the following
resolution:

RESOLUTION

We believe that the time has come for this nation to endpoverty, and realizing
that present, inhumanie welfare system, hIs been a tragicc failure for millions
of families, our Committee has'resolved;

1. Congress should enact during the present tern a m&ningful income nain-
tenance law.

2. Such a law should include thefollowing provisions:
(a) Maintenance payments of at least $4,000 a year for a family of four,

atnd payment of $2,500 for single persons as well as families, including senior
Citizens.

(b) . Members of a family of an' -Individual should be able to earn up to
.$8.000 a year on a sliding scale and not forfeit maintenance payments.
(c) Job requirement provisions should not be used to Interfere with the

bargaining efforts of a labor organization nor..should they undercut the
prevailing wage structure in a particular type of employment, nor should
they undercut minimum wage standards.

(d) Under no circumstances should a mother be required to be'separateq
from her young children or face the prospect of losing maintenance pay-
nients.

(e) Ijome maintenance legislation shotild be linked to a good job-training
program and to a massive program to provide day care centers.

(f) In the event that a person cannot -secure employment in the private
sector of the economy, the federal government should be the "employer
of last resort".

No more important problem confronts Congress this year than the reform of
the destructive welfare system. 'he Committee on Invome Maintenance urges
that inenbme legislation be the first order of business before the current Congress.

Very truly yours,
Mrs. BEIJA ALTSHULER, Chairman.
Mr. FREDERICK NORTON, Vice-Chairman.

[Compliments of Councilman Theodore S. Welssl

_..'xti CouNcIL
NOVEMsBER 6, 197I.

- REs. No. O4

Resolution calling uijon the Congress to enact a meaningful income maintenance
program during the current term

By Mr. Weiss, Mrs. Greitzer and Messrs. Silverman, Thompson, Friedland.
Katznun-, DiBlasi, Clingan; Sadowsky, Haber' Postel, Burden, Sharlson and
Mrs, Ryan-

Whera.4, The present welfare system has failed in its original purpose of
attempting to maintain an adequate standard of living for Ahe unemployed and
their fAmilies, and is utterly unable to provide a decent standard of living for
the poor and the chronically unemployed; and
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lw'hcr, ae. it is inluinane, frequently forcing the separation of families and
'subjecting recipients to invasions of privacy and numerous other ildgnities;
an, It id .... °_c

'hcrcux, It does not address the problems of the underemployed, the working
poor and the near Ioor and fails to confront the overridingquestion of poverty
itself , and

11'herfcas, The continue existence of poverty in the United States is morally
repugnant; incompatible with democratic ideals and unnecessary given America's
grat wealth and resources; now, therefore, be it

PcRohctd, That the Council .of The City of New York calls upon the Congress
of the U'nited State. to commit itself positively to ending poverty in the United
States by enacting a meaningful income maintenance program. during the cur-
rent tern : and N-, it further

*Rcsorcd, That such a program shall include the following provisions:
1. An income floor of at least $4.000 per year for each fam.ity of four;
2. Payment for single persons as well as families:
3. Incentive pay on a sliding scale permitting a family of four toi work

without losing benefits under this program, until the total family income
reached $8,000 per year:

4. Classification of all benefits under this program and the conformance,
with due process, of all administrative procedures relating to henelits:

5. No job requirements should (a)'interfere with the rights or bargaining
position of any labor organization or (b) undercut any prevailing wage rate
in the particular industry or occupation;

6. Any'job requirement should guarantee each beneficiary an. rights
granted to or held by any other worker in the particular, industry or oc-
cupation, including, but not limited to, social security, unemployment coni-
pensation, union representation and collective bargaining, severance pay and
seniority;

7. No job requirement should force the separation of a mother f rom her'
young children by threatening her with the loss of naintefidnce patlentl;
and belt further

..Resolrcd. That any income maintenance legislation be linked to:
1. Adoption as public policy the theory of the Federal government' as the

"employer of last resort," guaranteeing the right to a meaningful and pro-
ductive Job to any individual willing and able to work who cannot secure
such employment in tle private sector;

2. The provision of a massive'and free program of vocational training
and day care centers for all those desiring these services; and be it further

Resolved, That copies of this resolution be transmitted immediately to the
,President of the United States and the officers, floor leaders, appropriate com-
mitte6 chairmen and New York City members of each house of the Congress.

Referred to the Committee on Finance.

COMMUNITY SERVICE SOCIETY,
New ]ork, N.Y., February 3, 1972.

Hon.. RUSSELL B. LONG, -
Chairtan, Senate Finance Committee,
Old Senate Office Building, Washington, D.C.

Dws SENATOR Lorxo: In the absence of an opportunity to appear'eefore the
Senate Finance'Committee, we are filing for the Finance Committee's considera-
tion and inclusiont in its record the Statement on 1.R.1 prepared by our citizen
committees and professional staff expert in the silbject matter of the bill. A
copy was sent to yop November 3, 1971 by Elihu Schott, Mrs. David B. Magee.
and David W. Smith representing respectively our Committees on Aging, Family
and Child Welfare, and Health.

The first section Is a 'discussion on how H.R. I approaches the three major ob-
Jectives of. the bill:. improvement of the nation's income security programs;
reduction of the numbers 'dependent on- public assistance; improvement in the
administra-fon of Medicare and Medicaid. It also includes connments on some
of the bill's social services provisions and on public accountability. The second.
part of the statement is an analysis of selected provisions of the bill, by title
and section.
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A.summary highlighting the major points is attached, however, we com-
nmend the full statement to you for Study.

Sincerely,
BF.r.AD C. FISHER.

IIIGHLIGIITS OF SIATEMENTON II.R. 1

SOCIAL SECURITY PROVISIONS
Endorse

-- 5% Increase in benefit levels for OASDI beneficiaries.
-provision for automatic increases with increases in the cost of living.
-tying the level of increases in taxable earnings to the general level of covered

earnings.
-liberalization of the retirement test.

Recommended:
-increase in the minimum benefits to $100 for an Individual, $150 for a couple.
-exploration of the possibility of a variable retirement test formula permitting

retention of a larger dollar earnings by those at the lower benefit levels. --
-addition of two representatives of the public to the Trustees of the Trust

Funds to assure that investment policies would not so strongly reflect the -

fiscal interests of the federal government.

MEDICARE PROVISIONS
Endorsed :

-extension of Medicare to disabled social security beneficiaries.
-modest addition of reimbur-sable medical expenditures.
-removal of current barriers to use of health maintenance organizations by

Medicare beneficiaries.
Recommended:

-- extension of Medicare to early retirees.
-inclusion of out-of-hospitalprescriptIon drugs as a reimbmfrsable benefit.
-retentioh of' the current requirement for provision of .social services in

Extended Care Facilities.

MEDICAID PROVISIONS
Opposed:

-restrictions on eligibility
by requiring assistance recipients with incomes In excess of tihe state's
medically indigent.eligibility standard to "draw down" the excess to pay
medical bills before they can become eligible.
by not requirinkthe states to make Medicaid available to the m)ewly eligible
under the income maintenance provisions of H.R. 1.

-imposition of charges on Medicaid recipients
by permitting state to levy nominal charges on non-mandatory services
which it is n6ted include such expensive items as prescription drugs and
dental care.
by permitting states to impose deductible and co-payments on the medically
needy.
by requiring states to impose a graduated premium fee on the medically
needy.

-limitations on the scope of benefits
bytflowing the states to reduce the r e of non-mandated services with-
out being subject to the maintenance of ncial effort now in force.
by reduction in federal aid for certain typ .of Institutional care after
service is received for specified periods.

-elimination of t xieqiipbient that all states have n effect a comprehensive
Medicaid program by 1977.

On the plus side,:
-optional provision of services In Intermediate Care Facilities.
-inclusion of some provisions aimed at improving the quality of medical care

for Medicaid recipients.
-encouragements -for the delivery of care through health maintenance

organizations.
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ASSISTANCE 'TO NEEDY AGED, PERMANENTLY" DISABLED AND BLIND (DAB)

Etidlcised
-creation of a federally financed and administered cash issiktance program

vith a federally determined floor of assistance and nat ionally uniform eligi-
.Iillty Conditlls.

-lljoposals fliat tile .lrograin be, administered iP" the Social Security Admin-
istration. -•/

Sevi-rel criticized:
-- tt' 1owv level of the prolosed federal minimunm % \ Iichl is loow If le poverty

level and lowtr than the assistance level it il lln slates.
-- Il'rlietuation of tMe differential treatment of the aged compared to the diN-

alblel a(lind 1(1 who are permitted higher income disregards.
Recmn1ii.ilided as all of U he low level of tile federal miininnmiumi

--4'r!1irh-thie' sint. to Supplement at least Ill) to their.prevlous paylilents
--'- -''( including tile ( l.3 I vol , ii' of the foo#d staiijo l ilus) i 'ill federal participa-

tion in (hecost of srmcli suillenlientat i. Ii.

FAMILY ASSISTANCE PRlOVISIONS IFAP)

Opposed
-the gros,sly inadequate federal iniIinlInYireio\v It th tile federal poverty

level a tihe clirrenlt assistance aniolnts in about half the stalts) and tile
failure t correct this by providing for a staged increase towards a more
sat Isfactory living standard.

-- failure to require states to supplement the 1A lM paynient at least up to
their current payment levels.

-- exchsion of families headed by a full-time college or university student.
-counting income received in lie p)receling nine iioptlhs as a resource even

though at the tile of af t licainl a faiiily had no incomlie or inadequate

-- including as a resource the income of a step-parent whether or not he has
legal responsibility for the support of his wife's children.

---exvlusion of FAP recipients from thefood staip program which, while an
inferior substitute for'an adequate cash payment, Is needed as long as assist-
ace grants are woefully inadequate.

-perpetuation of tile shocking discrimination against families with children
vitlh respect to' level of the federal assistance payment (the minimum for a
family of four is no more than the minimum for DAB couples and thie dis-
crepuncy is even greater for large families).

-tle stringent administration of eligibility conditions with such great em-
piasis placed in the bill and by the House Ways and Means Committee on
strict administration that it could well lead to harassment of applicants and

On the plus side:'
-the provision of federally financed 'and administered cash assistance pro-

gram-with nationally uniform eligibility requirements for families with de-
pendent children.

-- inclusion of tile "working poor" in the program.
Recommended:

- provision of a minhium guaraintee for adequate cash assistance for needy
persons.

DAB AND FAp Pov SIOs

Obijectionabule provisions appl))ying to both the Assvmtn3ce to the Needy Aged,
Permanently Disabled and Blind (DAB) and to the FMiiv Assistance Plan
(FAP): "
-failure to include single persons or childless couples under age are

not disabled.
-Inclusion (of a duration of residence requirement'as a condition of eligibility

for state supplementation. " Y
-failure to give the states the fiscal relief they need. (The "hold harmless"

provisions and access to federal assumption of the costs of administering
state supplementation programs offer only partial fiscal relief.)

72 - 2---plt, 6 - -.11,
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TIE WORK PROGRAM PROVISIONS (OFF)

Opposed:
-the too low level of both the Income disregard and the ceiling on deductlble

expenses in determining eligibility for FAII payments.
-the imposition of a' coercive requirement on mothers of youhig children

without regard for a mother's right to .decide whether her working is in
the best Interest 9f her children or whether suitable day care facilities are
available.

-failure to create a permanent program of public jobs to provide employment
when private employment is not'available.

--setting tie minimum wage level for a job a person may Ie retquired to take

in private employment not covered by minimum wage laws at only 75% ,of
the already low federal minimum wage level.

Endorsed:
-the objective of encouraging and facilitating self-suplort.
-the centralization of responsibility for administration and financing of the

work program in the federal Depa" ment of Labor.

Recommended:
-pl)rovision of an effective earnings incentive by increasing the amount of the

income disregard aiid the ceiling on deductible expenses in tletermiiing
eligibility for FAPI payments.

-lnaking any requirement that mothers of young children accept work or
training conditional on whether her working is in .the best interests of
her children and on availability of suitable child care arrangements.

-specification of principles to assure quality of child care services under
'standards deve-6ped by HEW and covering services purchased or con-

o tracted for, including private l)roflt-making enterprises.
-inclusion of the definitioni of suitability of jobs or training a 1)erson. is re-

quired to accept.

SOCIAL SERVICE PROVISIONS

Endorsed:
-the new provision for an increased appropriation for foster care and

adoption with an absence in foster care of any limitation to cases in which a'
judicia I determination has been made.

-the provision for payments to allow for the additional costs resulting from
the adoption of physically and mentAlly handicapped children.'

-the provisions which extend availability of family plahning to the poor and
near-poor.

Opposed:
-the imposition of ceilings on appropriations for social services.

Recommended:,
-open-ended financing of social services.
-=maintenance of state-wideness requirements.

PUBLIC ACCOUNTABILITY

Recommendations to strengthen public accountability:
-a- requirement that rules and regulations which are not purely ministerial

and which substantially affect the right of recipients to benefits and services
be adopted only after publication and adequate public notice ard opportunity
for public hearing.

-pr6vision for a participatory role for recipients in responding to policies and
regulations affecting their lives.

-provision for local advisory committees in each state to evaluate the effer-
tiv'eness of programs and services under each Title, membership to include
representatives (.,- hose intended to benefit from the provisions of each Title.

STATEMENT ON H.R. 1-1971 SOCIAL SECURITY AMENDMENTS SUBMITTED TO TIE
SENATE FINANCE COMMITTEE BY THE SPECIAL COMMITTEE ON H.R. 1, CoM-
3MUNITY SERVICE SOCIETY OF NEw,-YORK,' N.Y.

The 1971 amendments to the Social Security'Act passed by the House of Rep-
resentatives contain the most far-reaching changes in the nation's income mainte-
nanee system to be considered by the Congress at any one time since 135
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when the Act was enacted. The Congress is to be congratiulated-on undertaking
so major a legislative overhaul as that embodied in H1.R. 1. This is a massive
piece of legislation 'making significant changes In a wide range of social policies.
We consider some desirable, some undesirable. Therefore, we do not find it
useful at this stage to adopt a position for or against the Bill as a whole. Instead,
we are commenting on the Bill by reference to its main objectives.

Our concern Is for the consequences of th'e proposed changes on the social and
physical well-being of the citizens In our own community and throughout the
nation. As a voluntary, nonsectarian social welfare agency, the Community
Service Society since its founding In 1848 has been dedicated to strengthening 7

family-life and to the betterment of community life. Its Department of Public
Affairs, through its citizen conilittees and staff, Is that arm of the Society 'hicll
engages In ..-octal and legislative action ainied at the improvement of community
conditions, services and facilities.

Our analysis and comments on the Bill are the product, of joint study by
representatives of. our Committees on Aging, Faidly and Child Welfare, and
Health. These committees are concerned with the implementation of the Sociil
Security Act and the related federal, state aild local wensures authorizing.
publicly funded and administered income support, health and socially service
programs. They have developd expertness in their restp .etive fields. They have
slwken over the years, both in support an1d in criticiem of legislation and
nlministrative actionS affecting thee programs.

Our statement is. presented in' two parts. 1Part IL-discusses the mainii; objectives
of the Bill and- how the major provisions would, in fact. implement ilhese ol)-
jectives. In Part. It we present a more detailed analysis, by titles and sections
of the provisions discussed broadly in the first part of the statement and a
few provisiIs of a 'niore technical nature which are o01iiited from comment
In Part I.

,P'AtT I-ANALYSIS OF 11.1t. 1 OBJECTIVES AND IMILEMENTING PROVISIONS

1.. -1 appears to be directed to three main objectives. These are (1) improve-
mient of tile nation's income security programs, (2) reduction of the numbers
tiepondent on public asssitance, and (3) improvement in the administration of.
those health progr~ims with which the federal government is financially in-
volved, naimely, Medicare and Medicaid, and toa lesser extent, Maternal- and
("hild Health Service. We also offer comments on the provisions of the Bill that
affiec. the social services and public accountability.~/

A. IMPROVEMENT OF TIE INCOME SECURITt PROGRAMS

The nation currently applies two different principles in its income security
policies: provision of -social insurance benefits j a right to injured persons in
the event of inability to earn because ot old ago, retirement, permanent dis-
ability, death of a breadwinner and nnenljloylent. and a system 'of assistance
payments on the basis of demonstrated need in the individual case to those not
covered by social insurance or whose insurance payments are inadequate for
their needs. The assist nce system in turh is in two parts: a group of federally
aided progranis for needy aged, blind and disabled and for families with de-
pendent children and a wholly state or state/local program for all other needy
people. H.R. I deals with both insurance and assistance.

1. Amendments to the federal old-age, survivors and disability insurance program
This is probably the most satisfactory part of the Bill. We welcome those

,amendments in Title I of H.R. 1 which increase the role of social insurance in
providing income security by improving the level of benefits and liberalizing
eligibility: In particular, we strongly support the 5% increase in benefit levels
across tile board. We fire especially' pleased that'the Bill provides for auto-
matic.increases in the benefit levels with increases in the cost of living, as' this
will protect beneficiaries from erosion of the purchasing power of benefits as
prices rise. The proposed increase in widows' and widowers' benefits from 821/2%
to 100% of the deceased spouse's benefit is also a move in the right direction. We
believe, however, that the proposed increases in the mininmibn benefits are too
meager and that an increase to $100 an' individual and $150 a couple would be
desirable. As our detailed comments in Part II indicate, we are in general in
favor of other amendments such as those that would improve the benefit levels
of persons long covered.by the program or postponing retfirenient beyond age 65.
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We are glad to see some liberalization of the retirement test though we sug-
gest exploration of the possibility of a variable formula permitting retention
of larger.dollar earnings by beneficiaries at the lower level benefit levels.'

We iecoiiize that the liberalizations of the program will increase its costs
and we are concerned bout the increasingly heavy burden of the regressive
wage and payroll taxes.,- :specially on low income receivers. While we note with
satisfaction the increase in the level of taxable earnings (both immediately and
in the future by tying the le.'el to increases in the gener.i) level of cover(d
earnings), bei.ause this will involve tapping ever higher inco)nps a1d thus some-
what reducing regressivity, we would hope-that the Congress'voulhl exlore other
sources of funds. In that connection our own studies indicate that the invest-
ment policies of the Fund Trustees have resulld in if terest yields considerably
less thanl could have been legally obtained and we sug'ges t a(ling to the Trustees
two representatives of the public to nssure that investment policies would not
sO strongly reflect. the fiscal ijtterests of the federal government.

2. .tssiskiice for the niccdy aged, pvrnwancntly li.sabled and blind
The changess whvlich Title III would bring a bout represent a itizijor step forward.

We strongly favor the creation of a federally Iinan.v'tl and administered pro-
gram which would introduce :, long-need(ed federally deterniiied floor of assist-

and llliforii eliibility ,.iditiolls fort lite ut ion as a Thhle. 'i'lis is indeed
a ma;jor advahce.,We alsn .'.i)port the use of the Social Security Administration
as the-agency T6 administer the program, as Irolosed by the Ways and Mean.;
Committee. This agency has an outstanding reputation for administering social
security.in a manner %vhich emliplsizes the rights (f henetih.iaries, respects their
dignity and.at the snni time protects the interests of the insurance funds. In
tile hands of .uch an Administration there is good reason to CXlK'ct the iind of
nou-discretionnry. and objective determination of both eligibility and payments
amounts to which the, long-period dependen-y of the aged, the blind and the
permanently di.*bled so obviously lends itself.

We no te, however, that tht proposed level of the federal minimum is eon-
siderably below even the poverty level for aged individuals and slightly 'below
this for aged couples.'Although the Bill provides for. a staged increa.-e by 11175,
it is to be expected that. prices also will rise during this interval but the Bill does
not require that the dollar minimum shall be automatically adjusted*to increases
In the cost of living.

Given, the relatively low level of the federal minimuni and the fact that it is
lower than nmany states are now paying, it is regrettable that tihe Bill does not
require the states to-supl)plement tihe federal payments up to at least their Qi-rrent
level. While Secton 50A9 puts considerable pressure on the states (on pain of
losing federal reimbursement under Titles 11', V, XVI and XIX of the social
Security Act) to supplement up to the amounts recipients would have received
in June 1971 together with the bonus value of food stanips which were provided
or available. a state could avoid this pressure by passage of state legislation
spectleall.v prohibiting it from suplllementing the federal iiuininium. Given the
presenttendency of the states to lower their standards and cut welfare expendi-
tures it seenis likely that niany will take advantage of this leeway. We urge
amendment to require the states to supplement at least up to their previous pay-
iment levels (including the cash value of the food stannps honus) and federal par-
ticipation In the costs of such supplementation.

-rFuytherniore, although as we stated above, eligibility onditions are uniform
geographically, it is unfortunate that the Bill would perpetuate the differential
treatment of the- aged as compared with the blind and disabled who would be
l)ermitted more liberal disregards of earnings. -We see no justification for this
discrimination agaiist the aged.
3. The Family Assistance Plan (FAtl)

Title IV of the Bill replaces the existing Aid to Families with Dependent Chii-
dren (AFDC) program with a new assistance program for families with children,
the main feature of which is provision of a federally financed and adn;i1stered1-___
assistance payment with nationally uniform eligibility requirements. Adoption
of this principle is a major step forward and one we have long urged. Our satis-
faction is, however, greatly diminished by the way the Bill implements this policy.

First, the federal minimum is far too low, and fails to- reflect geographical
differences in costs of living. The sum of $2400 for a -family of four is well below
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eve'nl' the meagre 1970 poverty line ($39068), and for larger families the payment
is even more inadequate due to the setting of a maximum of $3600 to total pay-
inents however large the family. The standard is even helow the current assist-
ince standards of about half the states and makes no provision for automatic
adjustments in the dollar amount of the minimum with increase. in the cost of

-living. We believe that the minimum guarantee should be substantially in-
creased and that if. for financial reasons, it is initially set Ielow the poverty
level the Bill should provide for a staged-Therease tow'aM a more s-itisfactory
living standard as national income rises.

Second, given the low level of the federal ininintimn and its shortfjll as eomn-
pared with what many of the states are even now saying . it is unfortunate that
the Bill does not mandate state supplementation u) to at least current payment
levels. For reasons we have already given, we do not believe that Section 509 is
an adequate substitute for such a requirement.

Third, while-we regard food stamps as an inferior substitute for an adequate
cash payment an(l thus welcome the incorporation of the bonus value of food
stamps in the basic federal cash payment . we believe it unfort unatev so long as
the federal minimum falls so far short ofeven -the current poverty standard and
so long as state supplementation is so )roblematic, that recipients of FAI would
not be permitted to buy or use food stamps.

Another new feature of FAP is the coverage of the working poor. The check
to initiative and the inequity of denying assistance to those whose efforts at self-
support yield them an income below assistance stanflards' has long been appar-
ent. While we welcome rectification of this injustice we also recognize that sup-
plementation of earnings raises some difficult economic issues and iII any case
will greatly increase the numbers of PAP recipients. We would hope that. for the
longer run, the Congress will continue to explore other ways of dealing with the
problem of full-time earnings that are insufficient for family-needs.

In ahy case, families other than those with working mothers are assured sup-
pleientation only up to the level of the federal guarantee, for the supplenen-
tary-programs of the states are permitted to exclude families with both parents
present and not incapacitated, regardless of whetht~"the male parent is em-
ployed or unemployed. .

The two assistance' programs introduced by H.R. 1 do indeed mark a major
step forward by introducing the important princl)l ofa federal minhimumn stand-
ard. federally administered. But taken together and considered in the light of
current needs in our public assistance programs and policies. they have serious-
shortcoinings over and above those to .whiqh we have drawn attention when
considering them individually.

First, neither one provides assistance for single or childless adults under age-
65 who are not disabled. In addition. families headed by a full-timo, or univer-
sity student are excluded. Quite apart from. hardship to the families involved -

this last provision seems clearly inconsistent with the empl)hasis placed in Title IV
on training as an aid to employability.

St,('ond(, tle' combined Irograms lprpetuate the shocking discrimination in
our assistance policies against families with children. As the Bill now stands.
thme federal minimum for h family of four is no morph than the mininmm fo'r
couiles who are aged. blind or totally disabled, while for larger families the dis-
crelnt..y is even more prwiouneed. And whike we re(-ognize( that in the past,
improvement in social provision for the needy 1as taken the form of graidmial re-
moval (of one category after another from the total group in order to graht iheni
nore liberal treatment, we are concerned that fhe apIplication of thme policy it
l'racl ice has tenled to isolate\ what nmy he eailed a "discarded pomllltion" w 'hose
characteristic'ss (10 not involw dollar s.xn-pathy, and on whom plici resentnIent

* abov-t the rising costs of public assistance can be-concemtirated. T'hlus the ('om-
muitte oil Ways mid Meamis makes. it clear that the 8vretary of Ilaltl . educa-
itimi nfmd Welfare (IIEW) is expected to provide a mlc.h-miore st ringent ad-
tM-iiist ration of eligibility conditions for the F.\P families than for the II.R. 1
Tiitl, III 'dult 'categories: for the latter a declaration system for aplieations
woitll tot i, ruled ont as It would he for the FAPpoF)ulation. nor would the veri-
fle' t!om ard other proeedires be so rigorous.

'l'ird. h(oh Titlh,s would permit tie states to establish (lrration of reidence
requirment ns a conditions of eligibility for state supplenittary |iynelts. Such
a vmrovtlon Is not only so,'ially uindesjrptble bit is also uincolmtitutional anl we
urgo its re~minval.
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Fom'th. the burden of a,iSistance costs oil the states and localities Is heavy and
growing and is one of the reasons why reform is needed" 'The proposed "hold hafln-
less" provisions (whereby the states are guaranteed that their expenditures on
cash assist nce payinents will not exceed their total "outlay for categorical Pash
assistance in calendar 1971) together with federal assuvmlption of costs of ad-
ministration of state supplementation (where a state agrees to federal adminis-
trationl fall far short of giving the states the fiscal relief they need. Furthermore,
the financial provisions of the Bill give least relative aid to those states which have
been most adequately meeting need in the past or have been earing for relatively
large ujunuhters of assistance recipients. We believe that nothing short of federal
assunliption of the costs of assistance includingg needed suippheunentkition above
the low federal winimumi) will meet the problem. .

B. REDUCTION OF TlE NUMBERS DEPENDENT ON ASSISTA.N('E

It i, obvious from niany of the provisions of II.R. 1 and from the Report of the
(Commitlte& on Ways and Mean. that a major objective of the drafters of the Bill
has bet i a reduction in tile numbers of assistance recildents. Thie Bill prOoses
to aelhieve this result In two ways : (1 ). by moving. as many of the recipients as;
possible into self-support and- (2) by tightening eligibility requirements and their
adm i nist rat ion.

1. The Work Program
Substitution of "Workfare" for "Welfare" is field by the Administration to be

the heart of "welfare reform." We support the objective of the Opportunities for
Families program (OFF). naniely. encouraging and facilititlng self-support.
Nor do we question the propriety of requiring tho.e who are clearly capable of
self-support to accept appropriate training or suitable available work.'But we
have~serious questions about the way these policies are applied in 1.1R. 1.

We wish to make it clear that there are sonie features of OFF with which we
are in agreement. The proposal to disregard sonic fi'action of earnings in deter-
mining whether a family is entitled to FAP payments will correct the present
deterrent to earning whereby in most states earnings serve only to reduce the
assistance payment. But we suggest that a disregard higher than the proposed
$720 per year pius one-third of additional earnings would provide 'a more effec-
tive incentive to earn. Similarly, while we are glad to gee that working mothers
may deduct from their countable income for FAP plUrposes any charges they pay
for child care services, we believe that the $2000 limjt on 'this deduction (which
covers also any irregular and. student earnings) is too low in -view of current
costs per child of day care and similar child care serviceKf

We are pleased too that, the Bill recognizes one major weakness of current
training programs, namely, the lack of available Jobs for those whose training
Is completed, by lroviding for the creation of temporary public service jobs.

howeverr. the number of positions possible under the appropriation envisaged i,;.
Insignificant in relation, to the current t numberof unemployed job seekers whose
numbers will be swelled by the newly -trained OFF 6mployables. A vastly greater
work creation program will be necessary if the employment objectives of H.R. 1
are to be attained.

We also welcome the centralizing of responsibility for operation, admtnistra-
* tion and financing of work and training programs in the federal Department of

Labor. In the past, diffused or shared responsibility for administration and the
requirement of state financial contributions have severely limited the effective-
ness of work and training programs.

',Our objections to the OFF proposals relate mainly to two questions: (a) to
whom should the pressure to accept work or training be applied and under what
safeguard. and (b) what kinds of jobs are people required to accept?

a. To whom should pressure to accept work or training be applied and
tinder what safeguards?

ofTihe Bill specifies that all plersons age 16 or over except those incapacitated or
of advanced age, or caring for a sick household member or for a child under three,
or regularly attending -school If under age 22 shall be required to register for,
and accept If, 6ffered,'work or training. We strongly question the social desira-
bility of imposing this requirement on mothers of young children who, we believe,
should have the right to decide whether it is in the best interests of their children

- -- thatli ! should work. It Is a further weakness of the proposal that ho account
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is taken of the numbers of children In a family. We also find it particularly

ironic that a woman 'with a husband in the home who is registered is not
re(luired herself to register. whereas the mother with no man to help share the
burden of housekeeping and child care is required to do so.

The Report of the Ways and 'Means Committee implies thit a mother wilt-be
reijuired to accept work or training only if suitable alternative child care
arrangements are available to her. But no ftc'_ explicit safeguard is written
into the Bill and this should be rectified. At present day care-Iind other organized
arrangements for substitute care of children of wo king mothers avre shockingly
inadequate even for mothers who are currently working, let alone for the
increased numbers of women workers that are expected to result from the OFF
program. The Bill does provide IIEW with funds for an expansion of (lay care
services and additional resources would be available if other child care proposals
currently loeforu the Congress sliould be enacted. But it is'questionable how far
oven these funds will go in filling the gap.

It is presumably in recognition of this shortage that the Secretary of Labor
who is given the responsibility of purchasing such care for OFF families, is
authorized to the extent le cannot utilize the facilities: developed by IIEW, to
purchase tor contract for child care services "from whatever sources may be
available- including public or private agencies "or other persons." The Report of
the House Ways and Means Committee makes it clear that this includes private
prolit-niakipig enterprises. We fear that this open-ended authority may lend itself
to'serious abuse. For although the Secretary of HEW is required. to promulgate
standards assuring the quality of child care services (with the concurrence of the'
Secretary of Labor), no guiding principles are laid down in the Bill. We believe
that if society assumes the responsibility of pressuring mothers to work it must
also accept the responsibility of defining standards of substitute child care.

b. What kinds of jobs are people to be required to accept?
It is of the utmost importance that the OFF program not be used as a weapon to

force people to accept substandard jobs, or those that are in conflict witly current
national policies. We note that the Bill. defines as unacceptable positions vacant
as a result of a strike, lockout or other labor dispute and those where, as a con-
ditioni of being employed, workers must join a company union or join or refrain
from joining any bona fide labor organization. But, while the Bill specifiess that
wages, hours and working conditions of acceptable jobs must not be contrary to
or less than those prescribed by applicable federal,' state or local law, we regret
that for the jobs available in private employnmntthat are not covered by mini-
mum wage laws. the wage level Is permitted to be only 75%' of the already low
federal-minimum. Furthermore, although individuals may refuse to participate-
In work or training programs "wh6re goo!1 cause exists for failure to par.
ticipate," 'good cause" is not defined.

There should be reference to the suitability of the* job or training for the par-
ticular registrant and reasonable standards deffining suitability such as are pre-
scribed for public sevIce employment.

2. Tightening eligibility, requirements and their administration
The second prong of the effort to reduce the numbers on assistance Involves

a tightening of eligibility and administration. Reference has already .been made
to the exclusion from eligibility of families headed by a ful-timie college or uni-
versity student. The numbers of eligible persons will also be reduced by tile re-
quirement that drug abusers and alcoholics must be undergoing treatment at an
approved' institution; by the counting as a resource, Income received in the pre-
ceding nine months even though in the current quarter a family has no or In-
adequate Income; and by Including in resources, the Income of. a step-parent
even though lie has no legal liability for the support of his wife's children. We find
these last two provisions especially objectionable.

Even more. Important In keeping down the numbers'of recipients are the di-
rectives given in the Bill and elaborated in the Report of the House Ways and
Means Committee for stringent administration. There Is to-be no declaration
system for applications; statements by applicants are to be rigorously checked:
recipients must Immediately report changes in circumstances and make quarterly
reports on Income, -in both cases under 'pain of severe penalties and at the end of
two years must reapply for benefits. We are "strict constructiontsts" ' In the sense
that we do not believe In lax administration or the admission to benefits of those
not legally eligible. But We fear that the great emphasis placed In the Bill and
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___ by the House Committee on stringent adminis ration will lead to harassment
of applicants and recipients and may even discourage some needy persons from
applying. .

C. IMPROVEMENTS IN ADMINISTRATION OF HEALTH PROGAMS

The main thrust of the health amendments in Title II is clearly to improve
the operating effectiveness of Medicare, Medicaid and the Maternal and Child
Health Services. With most of the.specific proposals for containing the costs of
health'programs by limiting the charges of providers, introducing incentives for
economical operation, improving administration by encouragement of tle use
of mechanized equipment, improving the delivery system and the like we have
no quarrel. although we recognize that time alone will tell whether tile specific
changes will achieve their intended result. We suspect that for many years t6
come. the Congress will be grappling with tie problem of ass~iring -n efficient
and economical operation of our health services while at the 'ame time protecting

quality.
But Title II also.contains some.substantive changes In the programs and some

of the cost-oriented nmendmefits are likely to have adverse repercuusions on the
nature of the Meditaie and Medicaid program.

... .. .. d arc
We strongly support the extension of Medicare-to disabled social security Iene-

ficiaries although we would hope that it would prove possljile reduce the two-
year waiting period. We also urge inclusion of the early r( tirees. a group Whose
age and Income levels make medical expenditures especially heavy and onerous.

We are pleased that some modest additional reihinlursil lt- inedival exlendi-
tures have lNeen added but really regret the non-inclusion of the mach iore fin-
Ixrtant out-of-hospital preseripition (irlugs aniong tie, reimlir.salde Ientlit s and
strozigly urge their inclusioli. As our more detailed comments in the f di\wim"
setion make clear, we also welcome n number of other aniendments'whi'h mai ke -
it easier for certain categories of people to secure i.lsilenlinrll e y' mulil'c! ilr,.-
anee or entry to hospital. We believee that removal o f eai'rvilt i,,arriers to tilt
.. se~of I .althi Maintenance Organizations by Medicare ibenefcii:rit;s is ;i s'li, in
the*right direction. We hope. however, that tl, aimendimieit rImmnoving tlte, Ie-
quirement for provision of social services i I Extemded ('ar"- 1tlites will in
eliminated. The patients ill sueh institutiois are i kely to bv lpersfins for wh',1mi
social services are of special signi finance.

2. Medicaid
The substantive changes propos-ed for Medicaid are nmermier :11ini sv'imiils..

While the-.are a few desirale lilewralizations sueli as I li olnlii 1mrm\'isnin
of S.ervI,,e in an lntermediate Care Facility and. ni a qualifihd basis. .' r.(' in .-

Sinstitltions, for the mentally retarded, inv.lusion of sommie prlvisi, nmiw alinil! It
irnjro\'eme:-t of the qu'.lity of inedal, eiare for Medicai(d rcv.iliiel t hind enimir-
agemnents for to' delivery of eore lihracuh IIealth Mnimtcna nce (rrniz.lion.
(all of which ari' discussed later in more detail). most (of the .a nh,,v a r' ,of
a restrictive character.

We are strongly opposed to the Mhanges which would 4a) restricVligihllty,
(h) inmpo.e liarges on recilient.s and (e) narrow tm, s(ope of c v'erid . f i,._--
(a) Assistance re'iplents with total incomes in exce 4. of the stat,'! imedin.thly

liidizent eliLeiliility standard (usually 133.3 of RP, vi rrr.t aylen"ilt to AFID)
fanmihies will lie required to draw down time ,xces, to-,;i. medical !,ills lbefore
they I- come Pltzihlp for .Meli ca.'idI. Qite apart froin thw nn~ed"ishi in1volved, tliis .
provlsiozi undermines eff, t.s ill other ljarts of Mhe 1Mll (,) veoii:rn "o, rariin - liv
lprmittin~g reeipipints to retrain .soie fraction of their .n N <. nle o alirre

elimination of the provision whereby states are not required to make Medicaid
avaHilhle to per.sons or f. milh 's newly eligihle.for a1stoii.e n ihner 1I lco, nilc
mainteance sections of TI.R. 1. By definition theso are .'ow ilome l olle wlos,,
assistahes paynients ,will ie too low to leave any lexvy for ,ln'tl,1. tme co,.4ts
Of medical care.

b) We strongly nose time imposition of charges on Mfedicaid recipients. Even
tie "nominal" c)urges for non-niandatory services which the Bill would permit
states to levy. on cash assistance recilients are ohec'tionmalhe, for tile iaylfent
they receive, even with state supplementation; will he rarely. or not all. ade-
quate for meeting recurrent basic needs and will leave i, leewxvar for medical
bills. Tt must not ihe forgotten that the non-mandatory benefits include such costly
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ilenis as drug-., dental care and the like. For similar reasons we Opxse both
tle prol o.al to require the states to impose on the medically needy a premium
fee graduated by income'and the permission granted them to impose deductible
amd co-pijymnent requirements.

Given Qik6 low income eligibility level for Medicaid in most of the states,
eligible medically needy families will have no resources to cover the premium,
while the co-lpayment and deductibles will deter many who should seek medical- -'
care from doing so. We are n6t impressed by the argument that such charges
are necessary as a protection against overuse of health services. All evidence
suggests that not overuse lInt underuse of health services is characteristic of
the lio" and i'n any case the main determination of the volume of service to
Ie received by a patient lies in the hands of, the lihysician, not the patient.

(e) The scope of medical benefits available under Medic-aid is unfortunately
narrowed by 11.11. 1. Thec states would he permitted to reduce the range of
noll-mandated services without being subject to the Piain'lenance of financial
effort requirements currently in force. Given the financial pressures under which
.mny states now operate, tile consequence, is likely to lie a reduction of the
benefits now available to the levels of those mandated. Tie scope of medical
benefits Is also likely to lie restricted by the proposed redfictions in federal aid
for certain tyles of institutional care after service has been received for specified
le'riods. We recognize that the intent of these amendments is to discourage
unn(essary hospital or institutional occupancy and to encourage movement of
patients to less expensive forms of care when medically indicated. But given
the acute shortage of nursing homes and other alternative facilities for care
we fear that the main result of these proposals will lie to deny needed institu-
tional care to many poor people, or If states are unwilling to do this, lo add to
the financial burdens of already hard-pressed states 'which will have tb provide
this care without federal aid.

We take particular exception to the proposed elimination of the requirement
that states have in effect a comprehensive Medicaid program by 1977.-Tbe fate
of the Medicaid program since 1965 has been a succession of -reductions in
benefits and coverage Instead of the progressive expansion envisaged in the
original legislation. This amendment Is the. final blow to the promise of an
adequate program of health care for the poor and medically indigent.

D. AMENDMENTS TO TIE SOCIAL SERVICES

Several sections of 11.R. 1 directly affect the social services and their financing
and administration. We welcome the new specific provision for approlriation.
for foster care and adoption. WVe are gratified that this additional federal aid
for foster care will not fie limited, as are the cash benefits under the family
programs, to cases in which a judicial determination has been made, lut will be
available in respect of any child "for whom a public agency has respon I y."
We are especially pleased that the adoption provisions include payments to
allow for tie additional costs resulting from adoption of physically or mentally
handicai)ped children who are hard to place. ,

We welcome, too, the provisions which aim 'to extend the availability of
family planning services to tie lvor and the near-poor. Society has no right to
criticize tile extent of out-of-wedlock births and the large families of those
receiving public support so long as it withholds from them the knowledge and
the means of more responsible family planning,

But we deplore the imposition of ceilings on appropriations for all except the
.child care and family planning services. Hitherto social services rendered to the
federally-aided assistance categoriecs have been subsumed under the Titles
de aling with these groups and as sucl have been financed on an open-ended basis.
WVe lurge a return to tie principle of open-ended financing and would additionally

like to see-_rejna.ofAJiet applicabfle to the Child Welfare
'Services under Title IV B of the Social Security Act. All these social services are
almost (everywhere inadequate in relation to the need for them and the Inposi-
ties of ceilings will only further check their expansion. It is true that, com-
mendably. the Bill provides that part'of the appropriation for services to assist-
ante recipients Is to be set aside for states whose development of social services
falls ielow the national average per recipient but the sum envisaged Is small
($50 million) and the real problem Is that the national average Is Itself too low.
It I,: evident, too, from tile Report of the Ways and Means Committee. that the
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detfliled Spelling out of services for assistance recipients is intended as a restric-
tive device and we would prefer a more general definition such as is used ini
Title IV B or in the original Titles IV A and XVI of the Social Security Act.

We are troubled too by theiprovision that would permit the Secretary of IIIE.W
to remove the statewidtnes requirement. Winless the conditions of such aloroga-
tion are narrowly defined (e.g., for the purpose of experiment or demontration)
and time-liited, elimination of the stsatewidene.as requirement e-n lead to dis-
criminatory treatment of p)opulalions in certain areas.

We welcome the prolpsed separation of the adminiitration of eah payments
and of services. But we fear that the differing financial arrangements applying
to the social services. (according to whether they are rendered under one'Title or
Section or another) will foster a fragmentation of what should l)roperly be a
unified service system and will greatly add to the administrative burdens of the
states.

Because we have always stressed the importance of sihiplified administration
we look with apprehension to the vast. responsibilities given tr) the Secretary of
Labor in conneiion with the provision of a wide range of social services for the
Ol.F families. The interposition of a second federal agency administering social
service, will greatly complicate and confuse administration at the local level and
foster divided responsibility. In addition, the freedom given to the Secretary of
Labor who has- hitherto had no Involvement in the administration, operation or
supervision of social services to select his local administrative agencies, in-
eluding profit-making agencies, we believe, is fraught with danger and *may
threaten established policies.

E. PUBLIC ACCOUNTABILITY

The Bill provides in numerous sections for the Secretary of Labor or TIEW
alone or In conjunction to adopt regulations that will establish standards, as
for child care, or prescribe requirements, as for filing applications, or institute
criteria, as for determining a. disabeld person's ability to engage in activity.

It is clear thfit the rules and regulations to be adopted to inlplement the vari-
ous Titles will be of critical importance, frequently of greater significance in their
impact on the" ecipient than the language of tile sections being implel'ented.
Nevertheless, there is no provision for public hearings prior to their adoption.
We sihlinit that the Opportunity for an exchange of views and through public
analYsis of issues which is exercised in committee hearings and floor debatee
prior to Congressional action on proposed legislation is equally essential in the
,idininistrative system. The Bill should include a, requirement that rules and"
regulations which are not purely minfsterial and which substantially affect the
right of recipients to benefits and services he adopted only after publication of

.the proposed rules and regulations and a(lequate pIblic -notes and opportunity
for public hearing.

Another instance of failure to provide for public accountability is the absence
of a participatory role for recipients in responding to the policies and regulations
of the programs which directly affect their lives in suclr vital matters as their
sub-sistence level, training,. employment, child care and medical or other services.

-Even .the provision establishing local committees to evaluate the effectiveness (f
manpower andl training programs specifies as members representatives of labor.
business, the general public and units of local government, thereby representing
everyone except the persons most affected, the families registered for tile OFF,
programn. We recommend that the Bill provide for the appointment of local ad-
visory committees In each state to evaluate the effectiveness of tile programs and
services offered undet each Title and t-hat the committees Include in their member-
ship representatives of those intended to benefit from the provisions of each Title.

PART 11-ANALYSIS OF SELECTED PROVISIONS BY TITLE AND SECTION

TITLE I: PROVISIONS RELATING TO OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
(AMENDING TITLE Ii OF THE SOCIAL SECURITY ACT)

Sec. 101. Increase in cqsh benefits of 5 percent
Provides an across-the-board increase of 5% in social security cash

benefits effective June 1972.

We support the proposed 5% Increase in cash benefits effective it the earliest
possible date, January 1972 if this he feaslble,.Additlonally we recommend a $100
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monthly minimum for an individual and $150 for di couple, thus racing benefits
for the low level regular and tlhe sjiecial age-72 beneficiary. We recopmneii that
general revenues be applied to pay the additional, cost of tlis proli.sed minimum.

There are good reasons to increase the minimum.
The proposed minimum monthly benefits are $74 ;for the retired individual and

$111 for a couple, or, put in anmal ferig. $S8 and $1332 respectively. For the
special ave-72 beneficiary the monthl. paylnent would he $59.,I0 for n single per-
son and $76.20 for a couple or 609.60 and $914.40 per year, respectively.

How well these payments cover minimuni living leeds may be judged by com-
parison with two stan(lards: 1 (a) the lower budget le\vl in the Spring of 1970
for persons and couples 65'and over, for urlban United States and (i) the 1970
poverty level for nonfarni persons and couples 65 and over-bothI adjusted upward
by a 5%/1 annual inflation factor. compounded through 1972.

'The cash Ienefits for the retired worker at the minimum level would be close
to $1200 lesis tian the'estimated 1972 nonfarm poverty level of $2052 and over
$800 below the lowest budget of $1714 for an aged individual living in .im urban
area of the U.S. at the same time. Special benefits to-age-72 individuals would
be even further below thepoverty and budget levels.

A couple aged 05 and over with the minimum social security cash benelit would
be more than $1200 lower than the 1972 poverty level of' $25S9 for a retired
couple and nearly $1800 less tha.tn the lowest budget of $3122 for an urlban 65-and-
over two-member family. Couples receiving special age-72 benefits fall even
further below the standards.

The proposal to raise mininmn monthly cash benefits to $100 for an individual-
and $150 for a couple will narrow but not close the gap between-benefits and low
budget or poverty levels.

The recommendation fhat general revenues be tapped for this increase is
financially justifiable causes, In lieu of a- higher epsh benefit minimum, old age
assistance which i, financed out of general revenue. would likely be u.sed as a
supplement. Administrative costs would be cut down, too. witlh beneficiaries.
receiving checks under one, rather than two progranis, eacih with its own criteria
for eligibility.

Sec. 102. Automatic increase in benefits, cont'ribution, and benefit base, and
earnings test

Provides an automatic, once-a-year increase in cash benefits. provided
that the Consumer Price Index has increased by at least 3% and that
legislation increasing benefits bad neither been enacted nor become effec-
tive in the preceding year.

Provides a parallel automatic increase in tie contribution and benefit
base, according to the rise in average covered wages, if wage levels had
gone upi sufficiently.
I Also provides a comparable automatic increase in the exempt amount

under the retirement test.

We support alitoitintle cost of living adjustinents to eash benefits, recognizing
titit this does'not iml)rove the economic status of older persons but merely serves
to avoid further deterioration. We believe that sucl an adiustnnt should be
linked to an increase in minimum bienefils. as before fiiseussed. We note with
approval that the Congress may take interim action before thi Jauiary 1974
effective date of this provision as vell asz subsequent action to ifcivease' general
hienefits.

Increasing the wa.ge base subject to FICA tax b the same pere etaze that
betiefits are raised will assist in tile program's financing. Furthermore. automati-
cally raising the retirement test with the rise In averaging taxable wa-Pges at the
same time the CPIadjustment takes place Is an advantage ii the proposed
legislation.

I The- two standrlard. differ significantly. The Spring 1970 lower budget level It 01555 for
zinglP persons : I2S32 for couples (respietively $1714 and $3122 for 1972 iising- .ir' as the
Inflation factor compounded through 1972.) The 1970 poverty lvel Is' $1861 for single
persons and $2348 for couples (respeettlvly $2052 and $2599 as updated.)
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,ce. I0, ial uinimml cash ibc ufll for pcrsoni. 'ith (1 *soiintial 'ploy-
fit(II t ,'Cford

Provides a slievial miniimm for persons who worked 15 years or more
under social security, such inimni to be coiilmted at $5 times the
number of years of covered employment uI) to a top limit of 30 years or
$ 150.

We approve this )rovision. However, we question the non-application of a
price rise adjustment to tvs benefit.

Scc. 10j ant ec. 11.. Sitrviro-s' benefit
Provides In Sec. 104 an increase in cash benefits to widows and

widowers from the current 82.5% of the dec(,ased spouse's benefit to
100% of the amount the deceased slouse would. receive if living. Survi-
vors' benefits applied for before age 65 would he actuarially reduced.

Provides in See. 113 payment of reduced benefits to "widowers at
age (A) as is now done for widows at age 60. "

We support tihe increase in cash benefits to del)endent widows and widowers.
We, however, favor a no-penalty. lrovision-for the widow or widower of an
early retiree, and recommend that time widow or widower receive 100 percent
of the benefit the retired worker would have received at age 65.

We favor the option given to 60 year old widowers to receive decreased sur-
vivor benefits, an option already given to widows.

8cc. 1.05 and Sce. 1.2. Fin (ning
Provides in See. 105 an increase in the annual taxable earnings base

from $7800 to $10,200 effective January 1972.
Provides in Sec. 142 new schedules of tax rates for OASDI and

Medicare for the self-employed and, for employees and employers. For
the latter, the combined rate would Increase from the current 10.4%
to 10.8% in 1972, to 12.4% in 1975 and to 14.8% in 1977.

Ve approve the rise in the taxable'earnings )ase to $10,200 effective in January
1972. This tends to decrease the regressivity of tihe tax.

We withhold approvAl of the proposed changes in the tax rates. We believe
that tax rates should be reexamined subsequent to a.change in the investment
policy of the Trust Fund.,.

We .trongly recommend that the interest rate pattern of the Trust Funds
be alteredwith the objective of raising the interest income. The need for liquid-
ity and safety of Fund monies Is acknowledged, but the income of the Funds
(notaldy the Old-Age and Survivors Trust Fund and the Disabi.lity Insurance
Trust Fund which together totaled $40.3 billion as-of April 1971) could be
suibstantially raised within legal investment limits.

Setting the investment policy of the Funds, within the framework legislated
by the Congress, Is a three-man Board of Trustees. Managing Trustee is the.
Secretary of the Treausry: others are the Secretaries of Labor and of Health,
Education, and Welfare. Official records 2 indicate that Investment practice has
favored the government to a significant degree through what is tantamount
to loans at low interest rates.

For fiscal 1971, the overall interest rate was less than 4.8% for the Trust
Funds.

.As of April 30, 1971 it is significant that 42.9% or $17.3 billion of the' OASDI
Trust Funds was invested at 4.75% or lower interest rates; 26.4% at 3Y7 .i . r
less; 13.4% at 2.75% or less. these investments were accumulated over a period
of time. However, the 1970 rate on 3-5 year U.S. Government securities was 7.3% :
In 1969 it was 6.85%. In fact, in every year beginning with 1966 the 3-5 year rate
was over 5%. Long-term U.S. Government bonds moved steadily upward and
beginning With 1966 never fell below 4.66%, reaching a high of 6.99% in June
1970.

Most of the OASDI Trust Funds are invested in special Issues-$27 billion

tPortfolio of OASDI Trust Funds, Congressional Record. June 23. 1971. go. t151,.
Interest rates on government securities 1965-1971, Federal Re8erve Bulictln. June 1971.
pp. A33. A34.
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out of $40.3 billion or 67%. Reinvestment would .have no immediate or direct
-. impact On the market. They could be redeemed at par with accrued interest and

could be refunded immediately into higher yielding issues.
This recommendation in respect to investment policy is generally in accord

-with the recommendations of the 1971 Advisory Council on Social Security. We
concur, too, in the Council's recommeindation that the present three-man Board
of Trustees be increased to live and include two nongovehiment members repre-
senting the vublle interest.

,ce. 106. Inrea.Ncd benefli-v for 1er.xiis rciring after (,yc 6.;

Provides granting to the late retiree an increase of 1% in annual hene-
Ilts, prorated at 1/12 of ne percent monthly, for each year (or month)
after age 65 in which benefits are unclaimed because of continued employ-
ment. Does not provide Increased benefits to dependents and survivors.

We view this to be a positive first step to provide increased benefits for con-
illed lrmrticipation in the labor force. However, the annual inrease of oily

1% seems qv'erly modest. For example, a person retiring at age 67.5 years would
re.,ive monthly cash benefits 2.5% higher than he would have received at 65.
Moreover, during the post-65 period the worker would not have received bene-
flis and lie and his employer would each have contributed the FICA tax.

See. 107, See, 108 and 8c. 110. Bcncflt computational mcthod.q
Provides in Sec. 107 an age-62 computation point for men (rather than

age 65) as is now the case for women.
Provides in See. 108 additional drop-out years-one additional year of

low earnings, In addition to the five years provided under current law, for
each "15 years of covered work.

* Provides in sec. 110 the computation of benefits based onthe-combined
earnings of a working couple, each of whom had at least 20 years of
covered earnings after marriage. Applicable only if higher benefits would
result.

We support the proposed liberalizing changes in methods Of benefit computa-
tion. But we offer recommendations for further improvement. *

We suggest that the elimination of the differential between men and women in
computing average wage be made applicable to current as -well as future bene-
ficiaries. The Bill applies the new provision to men first eligible to entitlement
in January 1972. (See. 107)

Permitting an additional year of earnings-dropout for each 15 years of covered
employment Is supported because it leads th- a higLer average wage base and
therefore greater benefits. However, we urge consideration and study of the
disregard of income earned many years ago in average wage calculation in order

"-to raise the average wage used for benefit computation figures. Average taxable
wages-per worker, for example, in 1956 were only 58% as greatas those in 1969.
t See. 108)-

8cc. 111. Retirbrnent test
Provides a lidralization of the retirement test for pi-rsons between

ages 65 and 72. Allowible earnings limit increased from $1680 annually
to $2000 with a 50% offset against benefits for earnings in excess of
$2000. In respect to the latter, current law provides that $1 shall be
deducted from benefits for each $2 earned between $1980 and $28,0
and that for each $1 of earnings above $2880 there is a loss of $t ill
benefits. On a monthly basis; provides no lossin benefits for earnings
below $166.67 as contrasted with $140 as of now.

We strongly favor liberalizing the retirement test.
We support raising the allowable annual earnings limit to $2000 or-- 2200,

but we do not believe that this kind of adjustment truly joins the issue.
What we seriously question is the equity of ai uniform retirement test and

of ', ionthL,,- exception. We propose that a workable alternative and a variable
formula be d,,-ioped to avoid the unfortunate effects of a uniform retirement
test on total income of beieficlaries at different benefit levels. Further, we recom-
mend the replacement of the monthly retirement test with a quarterly retirement
test.
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Fir.t, as to the uliform test"
The effect of a uniform test is the forfeit tire of cash lNen11i1s by the Ibenviielary

of smaller monthly benefits at a signiicantly lower'level, of total income than
the beneficiary of Ibnefits in the middle and upper benefit. ra'lge.

For example, under the current retirement test, a $100 a monil (4$l12 a
year) beneflciary forfeits all cash benefits when-his total earnings are $3500.
The beneficlary of $200 a month ($2400 a year) d6es not lose all cash benelits
until an earnings level approaching $-0)0 is reached anl a $300 a month ($3M)
a yeavi beneficiary wouhl lose 'his entire social security loayivntns only when
he has earned close to $6000.

Th' lilgres can also le viewed in percentage terms. Under current legisl-tolln
a $100 a month beneficiary with annual earnings of $3000 forfeits {00% of hi
benefits* a $200 a month beneficiary with the same earnings loses 30% of his len-
fits and a $300 a month.beneficiary also earning $3000 has an offset of only 20%,.,
against, his benefits. At an earnings level of $3500 the $100 a uinlubh lenehiary
ha lost 100% of cash benefits, the $200 a month l-eneficiary only . an0.$% and the
$300 a month recipient only 33.8%.

H.R. 1 liberalizesthe retirement test, but retains the differential percentage
loss. Under H.R. 1 a $100 a nonth beneficiary loses 41.6% of lienetits with earn-
lgs of $3000; a $200 a month recipient wiih the same earnings loses 20.8%
and a $300 a month recipient loses 13.8% of berfits.

Tihe income tax does not remove the iunequit.t brought-about by the uniform
test. Since social security cash benefits are hot taxed, each beneficiary with, for
example $3,000 of earned Income and using the tax tables, will have the same
tax liability. The social security beneficiary at the upper level 6f caslhbenefits
will not pay adly more. in tax dollars than the social security beneficiary at the
lowest end.

Since the beneficiary of lower monthly social security cash payments was, for
the most part, the lower income level earner his poor economic status is, perpetu-
ated in his older age years.

We propose that a flexible retirement test, related to tile amount of social se-
curity benefits, replace the uniform test in a way which will not penalize' the
beneficiary of higher benefits. However, it should permit the beneficiary at. the
lower end of. the scale to retain a larger proportion of his benefits than he can
currently.

Second, as to tie monthly computation:
The retirement test, both today and in the proposed legislation, is applied on

a monthly basis. Regardless of the amount of annualearned income no beneficiary
loses a social security payment for any month in which his income falls below
$140 (current legislation) or $167 (H.R. 1).

The monthly test creates two problems: one of equity and the other of ad-
ministration. A quarterly test will minimize situations such as the following: a
retired school teacher serving as a substitute forfeits all benefits for the month
in which she has earned over $167; however, in thebnext month or two she may
earn nothing or less than $167. On a quarterly basis she would not be penalized,
for each quarter would allow earnings of $500 before benefits would be with-
held. Another illustration is the case of a consultant working for one month
and earning a fee of $10,000. He may still collect all benefits for 11 months, with
no forfeiture except for the one month during which his earnings were $10,000.

Administratively the quarterly method is feasible and has an advantage, over
the current monthly reporting schedule. The Social Security Administration could
readily pick up quarterly earnings figures from the quarterly reports on FIAC
taxes submitted by the employer and showing both his share and the employee's
share. Monthly earnings data rely on the reports of the social security benefici-
ary, It would likely be more accurate and certainly more prompt and simpler if
PIC& records were substituted for beneficiaries' reports data.
ge. 122. Bug(oli/tf

Reduces the waiting period for benefits for disabled workers, disabled
widows and disabled dependent widowers from six to five months.

We support this provision which Is reported to affect nearly one million
persons
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TITLE 1I" PROVISIONS RELATING TO MEDICAIF, MEDIC.\AI), AND MATEuNAL AND

CHILD HEALTH

.1. Prorisiols relating to -jcdicare-(anc-idig title XVIII of the Social

1,5ccurity Act)

Sce. 201. Eligibility for corcragc extended to disability beneficiaries

- Extends eligibility for hospital insurance and supplementary medical
insurance to a social security disability beneficiary two years after
entitlement to disability benefits. Coverage. extended to dis'lbled work-
ers entitled to social security 'or railroad retirement benefits, disabled
widriws and disabled dependent widowers between ages 50-65, ,1n(1 ],r-
sons aged IS and older receiving benefits because of (lisalblemient prior
to age 2:2. Effective July 1, 1972.

We favor this proposed liberalization of eligibility.

Scc. 202. Extension of hospital insirance benefits to uninsured individual.i
Extends eligibility for enrollment for hospital insurance on a nionthly

premium basis to a person who has attained age 65, is either a resident
citizen or a lawfully admitted resident alien, and is not otherwise quali-
fied for coverage. Initial monthly premium of $31 to rise as hospital costs
rise.

We support the principle of enrollment on a monthly premium basism-of person's
otherwise ineligible for hospital insurance coverage. However, we question the
utility of this proposal because of the size of the premium covering the.full cost
of protection.

Additionally, we urge that medicaree coverage be phased in for the early retiree,
that is, the beneficiary between the ages of 62 and 65. A person taking early
retiroment-for whatever reason-not only receives actuarially reduced social
security cash benefits but may very well have no lhalth insurance protection.
At least three reasons account for the lack of health insurance coverage for the
early retiree.

Many persons claiming benefits at age 62 have been out of work for
several months and, therefore, have no employer-financed coverage. Inten-
sifying the unemployment problems is the major reason for the anem-
pibyment: illness. In its Survey of New Beneficiarics, published in 1971, the
Social Security Administration found that "Health is' the most important
reason described by over half the group, whether they stopped working at
age 62 or more than three years earlier." So, large numbers of those taking
early retirement are unemployed and in poor health and have been both
unemployed and in poor health for some time.Even those employed just prior to early retirement are unlikely to be
covered by the extension of their health insurance into retirement.

Finally, many early retirees, with their small cash benefits, are unable to
pay for private health insurance coverage.

We recognize the benefits of health care coverage for early retirees. We
recognize, too, that costs are a factor. Therefore, we suggest phased-in coverage.

Sec. 203. Setting supplementary medical insurance premium

Directs the Secretary of HEW8 to determine a premium as of Decem-
ber of each year estimated to be necessary so that the aggregate pre-
miums for the 12-month period beginning July. 1 in the succeeding

f yeat will equal one-half of'the total benefits and administrative costs
of the supplementary medical insurance program. However, the premium
generally would increase only if monthly social .security cash benefits
had increased since the last Increase in the premium and would rise
by no more than the percent increase in such benefits across the board.

We support the reasonableness of the proposed basis for increasing the snpple-
mentary medical insurance premium charges. We particularly favor the provision
that, beginning with fiscal 1973, no increased premium may be charged unless
there has been an increase in social security cash benefits, either as the result of.
the enactment of legislation raising the benefit level or as a result of the auto-
matic cost of living benefit rise.

a In subsequent sections, HEW is substituted for Secretary of HEW.
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.....- cc.-204-led-iible -..... ...

Increases the annual deductible for supplementary medical insura nce
(Part B) from $50 to $60.

We regret the apparent need to Increase the deductible for Part B of Title
XVIII, but we do , --o)Os this change. JIowever, we believe this should be
accompanied by a/ihange in 'resent law With respect to the deductible for li)s-
pital insurance (Part A of Title XVIII). This now is $60 for each benefit period.
and is scheduled to go to $68 January 1, 1972 reflecting the increase in hspilal
costs. Since a patient may be admitted to and discharged from a hospital several
times a year, lie could be required to pay the deductible five times, totaling $300
a year as of now and ,$340 as of January 1. 1972. The pa.ent of even two ,r
three deductibles a year causes financial hard.huip to maiy. We. therefore. recin-
mend the benefit period in respect to the deductible for Part A be defined as me
year, which is the period -used for computation of the deductible under Part B.

Sec. 205. Benefits and coinsurancc
-Increases from 60 to 120 days the lifetime reserve under which the

beneficiary pays ofle-half of the deductible for hosh)ital inpatient care.
Shortens from 60 to 30 days the period in a spell of illness when coinsur-
ance is not imposed for hospital inpatient care.

Benefits, that is to say the coverage of specifledices for a specified (lii--
tion or a specified volume under Parts A and B. are hirgelyjunchanged ' in II.R. 1
except as they are affected by changes in proVisions in respect-to coinsuhance or
deductibles. We view the increase in the lifetime reserve for hosj)itaI inpatient
care as a highly desirable liberalizing feature of the Bill. This may Well-be a
trade off, compensating in part for the shortening from 60 to 30 days the lei d
in a spell of illness when coinsurance is notimnposed for hospital inpatient care.
We rather regret this tightening measure, but we recognize that vast'numbers will
still be covered since the average hospital stay of Medicare patients is only 12.8
days and 91% of the discharges from hospitals-other than psychiatric or tuber-
culosis-represent stays of fewer than 30 days.

There is, however, a serious omission from the benefits. The cost of ont-of-lios-
pital prescription drugs is a serious financial burden to the elderly and the fed- 7
eral social insurance program provides a feasible and efficient mechanism tfi
alleviate the problem. We urge the inclusion of such a program under Part A of,
Medicare.5 We recommend a $1 co-payment per prescription or refill by the bene-
ficiary, with payment of the balance to be made by the Social Security Adminis-
tration to the vendor. At the same time'we suggest that HEW undertake further
study of a just and effective method of utilization conrol.

See. 206. Automatic cnrollncnt in Supplcmentary medical insurance

Provides automatic enrollment under Part B for individuals entitled
to hospital insurance benefits.

We favor this proposal but suggest that the new social security beneficiary be
informed of the reason for a deduction froin his monthly cash beenefit check.
An insertion, for several months running, in the envelope with his check would
appear a satisfactory way of informing the retired worker of the fact and cost of
hits coverage, and of his option to witlidrat from part B coverage.

I)iscussed below are certain specifics (lire I1 to Medicare cost controls tOat
affect-large numbers of persons or embody broad rinciples-Sections 221-4, 226.
228, 234 and 236.

,cc. 221. Limitation on federal participation for capt cxipcnditurc.

Authorizes withholding or reducing reimbursement - amounts' to pro-
viders of service under Medicare (Title XVIII an also Titles V and
XIX) for defined costs related to certain capital ex 'nditurez-hawt are
inconsistent with state or local health facility planning. r this li pose.:
capital expenditures are defined as expenditures for plan Deuil-

' There are modest changes in respect to physical and other therapy services (Sve. 251).
coverage of supplies related to colostomies (Sec. 252), eovorage of ptosis bars (See. 25").
hospitalization for a noncovered dental procedure (See. 256). prosthetic lenses furnished by
optometrist (Sec. 264).

.Available on request Is a detailed fact sheet and outline of a proposed program.



2907

meplt In excess of $100,000; which change bed capacity; or su)sti1if-
change services.

We strongly endorse the provision that capital expenditures as here defined
would be reimbursed only when such outlays are consistent with state or local
plans. Mushroom expansion without regard to overall needs is wasteful.

See' 222. Plan for prospective reiibursemcnt ; experiments and demonstration
projects to (1c'Clop dneen ics for cconoimy/

Authorizes HEW to develop) and engage in experiments and demon-
stration projects designed to deteiine the advdintags and dis ad-
vantages of various alternative methods of prospective reimbuisoinent
to hospitals, extenided care fa'ilitie's and other Provi(hbrs of services
under Title XVIII (ap licable also to Title V and NIX

Clearly, the present system of provi(er reimnburseniutnt on the basis of *reason-
sonable costs" carrie. little incentive for efiieicy. We support the _thorization
for ItEW to develop ways of testing the efficacy of the alternative whereby rates
are set in advance of the period to which they ore applicable. We inject a word
of caution of about the possibility of lowering the quality of care anst some es-
.alation in costs. Advance rate setting may result in losses to providers when

costs rise above those anticipated. the temptation to cut orderss and reduce
• service is a real threat. Contrariwise, prospective rates can be escalated to avoid
an unfavorable spread between the actual and estimated costs.

4I. respect to experiments vith various reimbur.,ment methods designedd to
increase efficiency and economy : We support this provision and particularly wel-
conie its linkage to comiunt'i- wide peer, medical and utilization review inech-
anisnis designed to assure that .health-services meet professional standards an(l
that medically necessary services. are given in the nost appropriate and eco-
noinical setting.

There is no provision for adoption into practice of effective "exleriments--an
oversight that should be corrected.

e. 223. Limitations on corcrugu of costs /

Provides authority to set cost limits for certain classes of providers in
various service areas on a prospective rather than a retrospective basis.
Requires public notice to beneficiaries of changes beyond reimbursable
limits.

We support the requirement that providers be informed in advance of the
approved reimbursable linilts-and that beneficiaries be advised of the nature and
amount of extra charges. We would add to this 'a requirement for disclosure by
the financial intermedia'-y to both public bodies and the consumer of reimbtirsable
costs in the locality for standardized services and procedures. In our view, this
additional measure of public accountability is important.

See, 22.. Limits on prevailing charge levels

Limits ifncreases in physicians' charges through June 1972 for fee
scales up to the 75th fiercentile of prevailing charges; after fiscal 1973
provides that physjcihns' fees may be increased only to the extent justi-
lied by economic changes; provides that charges deemed reasonable
for medical supplies, equipment and services may not exceed the lowest
level at which such items, comparable in quality, are widely available in
a given community.

We recognize the need for setting limits, on prevailing charge levels and concur
as to -the need for continuing study and attention to this thorny question. We
note that the Bill authorizes IIEW to develop "approPriate economic index
data" as a basis for adjusting fees, but that the House Ways and Means Com-
mittee is fairly specific in its report on the items to be considered for such an
index computation. We urge that'such study be both sophisticated and objective
as a means of providing a fee structure that is fair, defensible and supportable.

Sec. 226. Payments to health maintenance organizations
Adds a new section to Title XVIII providing for payments to health

maintenance organizations.
We support the encouragement given to the development of health maintenance

organizations as one acceptable, alternative mechanism through which patients
72-573-72-lit. 6-12
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........... ijgible for Medicare could elect to have all covered care, except emergency
service, pr6-d'-.

,cc. 228. Advance approval of extended care and hone heal, service . .....
Provides authorization to establish periods of time'for which a patient

is presumed eligible for extended care and home health services on certi-
fication by the patient's physician.

We are in agreement with this provision. The establishment of specific post.
hospital time periods during-which there is presumptive need for such services
should encourage transfer to less costly types of care and should decrease the
number of cases in which benefits are retroactively denied.

Sec. 23.,. Institutional planning
liequir s that participating health facilities have a written plan re-

fleeting a'n operating and capital expenditures budget.

We welcome the inclusion of this requirement which is clearly tied to other
Sections, e.g., Sec. 221 and Sc. 222.

cc. 236. Prohibition against reassignment of claims
Prohibits Part B Medicare'payments being made to anyone other than

a patient, his physician or other person providing the service (with lim-
ited exceptions).

We support this provision which seeks to close a loophole in the existing law
and control undesirable collection practices that have resulted in inflated claims
and escalated costs and beclouded the determination of reasonable limits.

'cc. .65. Deletes requirement for social service in extended care facilities
Prohibits IHEW from. requiring an extended care facility to furnish

medical social services. /
We are not )ersuaded by the arguments put forward in the report of the House

Ways and Means Committee to, support this Section which would nullify the
HEW regulation requiring the furnishing of medical social services as a condi-"
tion of participation for extended care facilities under Medicare. We urge the
removal of this Section from the Bill and review of the regulations by HEW to
determine their fairness in the light of experience to date.

Sec. 269. Requirements for nursing home administrators
Permits states to provide a permanent waiver from any licensure

requirements for persons who served as nursing home administrators
for the three-year period preceding the year the state established a --
licensure program.

We urge the deletion of this Section which would appear to permit admin-
istrators who could not meet licensure requirements to return to or remain in
practice. We believe that the device of licensure upgrades service by upgrading
administration. The public interest should be protected rather than private,
vested interests which would seem to profit by this proposed permanent waiver.

B. Provisions relatihig to medicaid (amending title XIX of the Social

securityy Act)

See. 207(a)(v). Incentives for .tates to emphasize comprehensive health care

1. Increase in federal reiml ursenient:
Provides that States in contract with Health maintenance Organiza-

ins (HMs) or other comprehensive health care. facilities would
receive 2% increase (up to 95%) in federal reimbursement percentage
under the Medicaid program.

We strongly favor prepayment over the fee-for-service method of financing
health care. We support the intent of encouraging new patterns for the delivery
of health care and believe that the quality of health service can be'significantly

6An HNMO is an organization that offers to an enrolled population, a comprehensive
system of health service, Including preventive, ambulatory, hospital and related care on a
capitatlon reimbursement basis.
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improved under a program providing comprehensive coverage. We do not believe "

that there are sufficient safeguards in I.R. 1 to assure tlht improved J)atient
care will necessarily result. We think that the Bill should stipulate that IMOs,
or other comprehensive health organizations, that are foraied in keeping with
the Bill's provisions, must be under public or private non-profit auspices.

2. -D rease-in federal reimbursement:
Provides that the federal i-~dical assistance percentage would be

decreased by one-third after the first 60 days of care, in anf" fiscal year, ...
in a general or tuberculosis hospital or a skilled nursing hozie, iiile.s
the state establislres that it has tit effective utilization review prograiin.

For inpatient care in a mental hospital, federal reimbursement would
be decreased b)y one-third after 90 (lays except that it may he extended
for 30 days If the state can show that the patient will benefit tlirapeuti-
cally from such care. No federal reimbursement would be provided after
365 days care in a mental hospital.

We believe every effort should be made to use less costly facilities tian
hospitals when such care is allpropriate and adequate to an individual patient's
needs. We think, however, that some of the assumptions about need for hospital-
Ization and length of stay on. which the reductions are based do not give full
weight to the fact that Medicaid covers persons under 65 as well as over 65
and that not all patients irrespective of age and condition require treatment of
only short duration in "acute" hospitals. Moreover, the lack of facilities to
provide different levels of care poses a major problem, especially for those who
may need something less than full hospital care but who do need institutional
care until well enough to be cared for at home. We are concerned that as a
result of these amendments, appropriate and adequate health services may be
denied those persons who are most vulnerable.

3. Computing reasonable reimbursement between" tlled nursing homes-
and inifermediate en re facilities (ICFs).

Authorizes IEV to (Compute a reasonable cost differential reiniburse-
imeat between skilled nursing homes and ICFs.

Theappafreft purpose of this amendment is to assure that care In an ICF re-.
suits in decreased costs to the Medicaid program. We support the measure as
being administratively sound.

Sec. 208(a). Cost-sharing
Permits states to impose a nominal cost-sharing charge on cash

assistance recipients for non-mandatory services under the Medicaid
program. Requires states 0 impose on those not receiving cash assistance
an enrollment fee l)remium or similar charge related to income, and per-
mits (.o-payment provisions not related to income.

In ad(lition to our basic objrttion. to the imposition of charges on Medicaid
recil)ients as stated in Part I, we believe the costs of administering these pro-
posals would be )rohibitive a.-d that patient services would be unnecessarily
delayed in the course of establishing eligibility for care.

See. 209(c) and (d). Determination of payments
Sece. 209 (c) denies Medicaid coverage to those in receipt of cash assist-

ance whose incomes are in excess of the medical assistance level estah-
- is h d-by-the-stat eS. 209(d) permits states to deny Medicaid coverage

to those persons who would be newly eligible for cash assistance under
the income maintenance sections of H.H. 1. If a state chooses to provide'
Medicaid it would be required that recipients' Incomes not be In excess
of the state's medical assistance level.

We strongly object to both these proposals. Currently, states that have a Medi-
caid program are required to provide care under Medicaid for all recipients of
cash assistance. We belei-e these amendments strike at the basic purpose for
which the Medicaid program was first enacted, that is, to assure a program of
health care for persons in financial need. See. 209(d) is ominous since it gives

..... tacit approval to states to deny health care to needy families and at the same
time releases the federal government from any responsibility for reimbursement
to the states which so act, for health care payments for their needy families.
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See. 221 (a). Limitation on federal participation for Calpital cxpcnditilre.
Prohibits use of funds appropriated under the Social Security Act to

support unnecessary capital expep(litures ; provides that reimbursement
under such titles woulh support state health planning activities.

We are in full support of this provision. It takes into account that state ani
local health planning agencies have primary responsibility for determining tle
need for health facilities for given geographic areas an1d provides that capital

expenditures under Title XIX of the Social 'Seutrityv Act woulil be related to the
priorities established by the health planning agencies.
'ce. 222 (a) (1). Plan for pro..pcctive reiaCJburschwnt

Authorities hEW to develop and engage ill x\l)tVillilents alid demonl-
stration prj-e(ts tlesign (l _to deternilie the advantages and di.-advan-
tages of various alternative methods of -pro. t .tle rteinbursenlent to
hospitals, extended care facilities, and other )provide-s of service under
Title XIX in order to -timulate more efficient health care and thl,,-y
reduce costs, without adversely affecting the quality of services.

We favor this proposal in the belief that more effective, patient care, more
efficient. use of health lpersonnel anid a decrease in medical costs could result
from tlis kiid (Iof exllerimntati 1. There is n) Irovision, however, that those ex-

* perimemnts fouA d effective might be authorized to iew colitinitid ; we believe this
oversight in II.R. 1 should be corrected.

See. 231. Deductions in care a1 scr'iccs

Permits states to reduce tile scope amid extent of health services
which are optional under Medicaid.

Cturrently, states zuuay not reduce the level of their expenditures for their
Medicaid program iii successive years. We object to this amendl ent because
it woulh permit the states that choose to do so, to deny or dilnisih the availabil-
ity of vital health services which are defined, under the Medicaid statute, as op-
tional. We believe the optional services.are necessary components of adequate.
health C 4-e and should not be withdrawn.
See. 23.- 1). Payments to states for claims processing and information retrieval

systrins

Makes federal matching under this provision available to states for
developing and instituting mechanized claims systems at 90% and 75%
for operation of such systems..

We support this proposal because it should encourage rapid development of
mechanized collection and retrieval systems to the end that the Medicaid reim-
bursement and related operations would be more efficiently administered.
Sec. 236(b). Prohibition against reassignment of claims

Prohibits Medicaid payments to anyone other than the )atient, his
physician or other service provider unlessthe provider is required as a
condition of employment to turn over his fees to his employer.,.

-We fully support this provision x, hich would outlaw the use of fee collection
agents by providers of services under Medicaid.
Sec. 239 (a) and (b). Use of state health agency

Scc.239(a) requires states to provide that the state health agency,
or other appropriate state medical agency, have responsibility for es.
tablishing and maintaining health standards for institutions in which
Medicaid recipients may receive care or services. Section 239(b) re-
quires that the state health agency or other appropriate state medical
agency. be'given responsibility for establishing a plan for the review, by
professional health personnel of the quality and appropriateness of care
and services furnished .to Medicaid recipients.

We fully support both of these amendments. The first should assure at least
basic standards for the quality of care provided to" Medicaid recipients. The
second provision sensibly makes use of an existing mechanism to provide a serv-
ice for the Medicaid program; the quality of care under MedicaiI should be im-
proved by this provision.
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See. 2.40. Relationship between medicaid and comprehensive health care programs

11rovides that states may enter into contracts with organizations that
agree to provide care and services il excess of those offered under the -

state plan at no) increase in costs.

We question this proposal in the absence of an acceptable mininuim standard
throughout a- state. However. w(e see as desirable, experimentation that. likely
would emphasize i)reventive care and early treatment in order to contain costs,
and on this basis support the proposal.
Sec. 254 (a) (1) aizd (a) (2). Inclusion of care in intmiicdiate care fa(Iilill

,'cc. 254(a) (1) provides, as an optional service, care in an Interme-
diate Care Facility., (ICF) as an additional 'benefit under Medicaid.

See. 25.f(a) (1) provides that services in a public institution for ilt'n-
tally retarded persons would qualify for Medicaid coverage. if the
primary purpose is to provide health or rehabilitation 'services, and
if the patient is receiving active care.

Currently federal reimbursement. for care in an ICF is -not available under
the Medicaid program. Each of these provisions, in our view, would be desirable
additional elective benefits for Medicaid recipients.,.

Scc. 255(a). Corcrdge prior to application
Requires states to provide coverage for care and services furnished

in or after the third month prior to'application for Medicaid.

Under present law, a state may at its own option, cover the cost of health
care provided to an otherwise qualified recipinf- for the three months prior to his-'
application for Medicaid. We favor this ame:sament as being both sound and
desiral)le.

Title II(-Assistanec for the,Aged. Blind and Disabled

(2yem Title XX of tie Rocial Secnrity Act)

Nee. 2002 and Scc. 2803. Admiistrqtion
Nee. 2002 provides that eligible aged, blind and disabled individuals

shall be paid benefits-by HEW. 8e. 2003 provides that HEW make ar-
rangements fo carry out the assigned functions, including arrange-
ments for determination of blindness and disability sinillar to those
in effect in determining eligibility for' social security disability. benefits.

Although the Bill does not so specifN' the report of the Ways and Means Com-
inittee recommends that responsibility for administering, the program of cash
benefits to the needy aged, blind and disabled shall be assigned to the Social
Security Administration (SSA). We welcome this recommendation. Persons re-
ceiving benefits under this program for the most part comprise a relatively
stable group, similar to the OASDI beneficiaries. We believe that the SSA'3
long experience In administration ot payment programs would enable it to ad-
minister this new program efficiently and humanely.

Services to the needy aged. blind and disabled would continue to be provided
through federal-state financing and be administered by the states. Those in
need of services would have contact with the local social services unit of the
state administration. In our view, the administration both of the cash payments
and services for this group of persons should be simplified and flexible because
they are limited in ability to respond to complicated procedures by the very
nature of their eligibility.
See. 2011 (b). Cash assistance; amount of benefits

Prescribes the amounts payable in 1973, 1974 and 1975 to Individuals,
with or without an eligible spouse, whose non-excluded .resources are
not more than $1500. The Bill does not require that the couple be living
together.

The Bill provides cash assistance In the amount of $1500 for a single person
and $2349 for a couple. These amounts are increased to $1800 and $2400 respec-
tively by 1975 and are to remain at that level thereafter. The level of assistance
projected In the Bill is Inadequate as evidenced by the fact that the poverty level
as determined by the 1970 Census Is $1861 for an aged individual and $2348 for
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an aged couple; due to the inflationary foctor this level had increased approx-
imately 5% by 1971 and unquestioniably will be even higher by 1975. AIue Bill
should be amended to l)rovlde a level of assistance adequate to imeet basic need.

See. 2012(b) (3), Sec. 2016 and Title V, Sec. 509. Exclusions from income;
-optional .tatc supp'lmen tat ion; state supphncitary payments during transi-
tional period

See. 2012(b) (3) provides for exclusions from income: $85 of earn-
ings plus one-half of the balance for the blind apd (lifdbll d and $60 of
earngiihg plus,one-third of the tlhaTace for the ,vg(d. 'ee. 2016 permits
states to suppleient ' the federal payment. &-cc. 419 of Title V requires
the states to make supplementary payments to n aintaill their lylielt
level of June 1971 1lus the .bonns Value of food stamps unless they
modify that levetby affirmative legislative action to the contrary prior
to July 1972.

Eligibility conditions for assistance would be uniform nationally. IIowever,
blind and disabled persons. woull receive more liberal incm deductions than
the aged and therefore the amount of assistance granted the different groups
would not be uniform. The differencee in disregards among the three categories
should be corrected. Further inequities wouId result from the optional provision
for state supplementation. We believe that needy persons should receive an ade-
quate level of assistance to mtet need. Therefore, the states should be required
to supplement the federal payment at least to the current payment levels.
See. 2031 (a) (2).Protective payments.

Authorizes payments of the benefit to a person other than the individ-
ual or his spouse (including an appropriate public or private agency).
if IIEW deems it appropriate.

Assistance payments may be made to a third party (including an appropriate
public or private agency) who Is interested in or concerned with the welfare of
tile receipent, if HEW deems this to be appropriate. While. it is believed that this,
leeway may be in the best Interest of..an aged. blind or disabled recipient, the -
regulations and procedures governing determination of a ppropriat ensS should
safeguard against excessive use of this provision. The conditions under °wlich
these payments would be ordered should be included in the Bill.
See. 2011 (c) and See. 2031 (e). Application process-period for determination of

bcncfits; application and furnishing of information

cc. 2011 (c) provides that eligibility for and the amount of benefits
shall be determined for each quarter of a calendar year and shall be
redetermined at such time or times as may lit- provided by NEW.

Sce. 2031(c) directs HEW to prescribe requirements for filing applica-
tionS. suspending or terminating assistance, furnishing (ata and report-
ing clumnges in circumstances and specifies the penalties for non-com-
pliance by the applicant or recipient.

In our judgment the current annual redetermination is preferable to a quarterly
review of eligibility and should h e retained. speciallyly in view of the relatively
stailie circumstances of this group of recipients. We favor the simple declarative
form for determining eligibility over extensive investigations and recommend that
the l1ill.provide for its u,e.

We further recommend that the Bill allow for flexible application of the
requirements for reporting changes in circum.,tances with due consideration for
the hard.;ip which rigid application of penalties would-impose oil the very old
-Ind srioiusly disabled.

TITLE iV-THE FAMILY PROGRAMS

(New Title XX of the Social Security Act)

See. 2111, 2112. 211.. Operation of manpower programs: -employable mothers;.
child care and other supportive services

1. Operation of manl)ower programs
Sec. 2114 requires the Secretary -of. Labor to de-elop an eml)loyability
f)lan describing the manpower services, training and employment needed

to enable each individual to become self-supporting and secure and re-
tain employment and opportunities for a(lvancement.
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Several e.(f the eizploynivnit provisions Must lie 'halnged to ma ke their truly
feetive in helping ers('ns achieve self-supliort. There, 1ust he a sufficient num-

ber of jobs, paying adequate wages and meeting acceptable working conditions.c
It i. n,,t realistic to mandate emiploynut but fail to provide satisfactory training

p~rogaims nudsiiliciei Nmcopomitslr',gI'Il II~ i ,and (ie w\'otrk (Ilillriunities.
lhe Bill creales pulic service jobs paying at least the federal minimum wage,

14) suplileitit W1 her emip1myment oIl)portliities but these are few in number and
temjlrary. Federal reimbursetment will not extend fi ir more than three years of

11 ilividiil's euuiHl"yment in a p1l1lic service (mlio.yient lr rmram. After that
Iperio'd a lpersmn .ustl eOther be hired Iy the ogeuiy mr terminiatedi. Permanent
lullit service jolis should be Created to the (,xtellt needed toomneet mandated em-
ldfiynient reqlui relulilts.

The Bill requires that wages for the lulic service jobs shall he at least
at the federal minimum but permits wages il private emilloynu'nt, which a
need" lwerson could be required to take, at 75% of the federal minium. The
IUill should require that all mandated employment shall le at least at the
federal minimum -wage level; that conditions of work shall be of a'ceplable
standard; and that the jot) a person is required to take slhall be suitable to tile
pwrson. with suitability defined with respect to such matters as a person's
prior training and experience and the distance of work from his huonfe.

2. Employable mothers; child care and other supportive services
see. 211lincludes as an individual who shall be considered available

for empl6yment, a mother of a child three years old or, until July 1,
1974, six years old. I

£Se. 2112 provides that tle Secretary of ,Labor shall intake pro- ,
vision for the furnishing of child care services. In such cases and for so
long as he deems appropriate for tie individuals regi-tere(i for em-
ployment or'training who need such services to participate in the pro-
gram through such public or private facilities as may be available or
appropriate.

After 1974, mothers of children over three years would be required to
acc(,pt employment or training, (unless there is a husband in the home who
Is 'egistered) whether or uit, suitable child care services are available. Con-

-slderabk' hardship to children could be caused if despite the authorization
to the Secretary, of Labor to make provision for such services suitable child-
ca-re 4.s not available. Furthermore, the requirement that a mother of young
t.hililren shall be considered available for employment removes from her
the right to determine if it Is in the best interest of her child for her to
work, or remain at home; that decision should he based on the needs of a par-
tiular family, including the availability of stflta-e-care-for the children.

Sec' 213.-. Child care standards; development of facilities
Directs the Secretary of HEW to establish standards assuring quality

'of child care services with, tle concurrence of the Secretary of Labor:
to prescribe schedules to determine the extent to whicli families tuuist pay
1he costs: and to coordinate child care verices under Title XXI of
the Social' Security Act with other child care and social service
programnis.

Authorization of funds for-.child care services is provided but in an insuffli-
clent amount to meet the need anrd should be increased. tIEW would be ie-
quired to set standards of care.. Setting and overseeing standards of ('are is
particularly important since the Bill Dermits contract.% for day care with
profit-maklig as' well as with 'public and nonprofit agepoies. Adequate day
care, not now defined, $hould be defined in the Bill Iand tM6 standards et
should be in line witli these definitions. This is essential if mothers of young
children are to be compelled to accept work or training. " /
Sce. 2-152 (a) and 6b) and Sec. 2152(d). Cash assistance: eligibility for and

amount of benefits; period for determination of benefits

1. Eligibility for and amount of benefits
" Sec. 2152 (a) and -(b)_prescribe benefits for eltgb~le families at the"

rate of. $800 per year foi each o -the first two members, plus R400 I/
for'each of the next three, plus $300 for each of the next two, rotntbers.
plus $200 for the qext member, to a maximum of $3600, reduced, by

4 -%

/
....
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ron-excludable income, no benefit is payabde of maler $10 per -Mith.
Ilesourceg may not exceed $1500.

The nationwide minimum standard of payment for needy families with children
would not lie adequate. The payment levels-for example, $2400 anhVally for
a family of four persons-is less than even the poverty level of $3968 for a
family of four determined by the 1970 Census. And since no family could receive
more than $300 regardless of the number of family members, large families would
be eVen further below this poverty line. Therefore. substantial increases in pay-
uient levels must be made if persons are to have an adequate level of existence-

- particl_!larly since this Bill would freeze the federal payment at this level for th.e
live years' duration of the Bill.

2. Period for determination of benefits
,cc. 2152 ( d ) provides that payment of benefits shall be niade on the

basis of hIEW's estimate of the family's income for the current quarter
after taking Into account income from the three preceding quarters
and m6difications for changes of circumstances.

Trhie federal payment should be computed according to a family's current need.
11.11. 1. however. providesthat the portion of a family's income during the nine
months preceding application for the FAP payment in excess of the payment level
(including excudable income) would be deducted from benefits otherwise due at
the time of application. In the case of such excess income, a family would not
receive even the inadequate federal payment. ,This provision should be changed.
Only need at the time of, application should determine eligibility and amount of
lpyment ; it should not be assumed that persons have saved money from a prior
period.

Rcv. 2153(b). Work inlqcnfives; income disregard -
Enmerates thti-tems to be excluded In determining the income of a

family such as ,tsudent's earns; Irregular income limited, to $30 a
quarter if earnen'or $60 a quarter if unearned; earned Income used to
pay the cost of ,thild care as prescribed by HEW; $720 plus one-third of
the remnainfler'of earned income. The total exclusions of the first three
cannot exceed $2000 for a family of four, up to maximum of $3000.

To encourage persons to work, the Bill provides that some Income fom earnings
lie retained and disregarded in computing eligibility for benefits. Odt of earned
income, $720 per year plus one-third of the excess earnedwould be excluded. Thus,
payment to four-person families In which there is a working member would be
made only if the allowable income is $4140 or less. Although child care costs are
deductible. the total of these costs, Irregular earnings and student earnings could
not exceed $2000. 1 ,

Work expenses such as transportation and taxes are not excluded in deter-
mining a failfly's income. Therefore, if these"cots are higher than the retained
income, a x king family could fi itself with less money at its disposal than if
no member were employed. To provide a true work incentive, the Bill must permit,
retention of a larger share of earnings. Furthermore, the ceiling on Income ex-
clusion.s should be removed, particularly sipee these include the cost of -child care
services, If, for example. the cost of day care absorbed the total allowance for
excluded income, a schOol child working irregularly would not be permitted to
retain any of his earnings.
R('C. 2155 and A'cc. 2156(b) (2). Exrctsiois from coverage; m(,aning of family
and child; exclsions fi-rn state isupplcnicintation -,

1. Meaning of family and child.-
See. 2155 defines those who qualify as family members and, therefore,

are oligible.for benefits under the' family programs, as two or more
related persons living together in the United States, at least one of
whonm Is a citizen or allen lawfully admitted for permanent residence,
anit with at least one child dependent on one of the others. It expressly
excludes families headed by full-time college students;

By definition, federal payments would not be made to needy Single adults or
childless- couples who are not aged, blind or. disabled nor to needy families
headed by.4 full-time college student. Persons in these groups would be wit,-
out access 0 public -assistance except in those states which made provision for
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their aid N'ithout benefit of federal reimbursement. A basic level of finiancial
assistance should be made for all needy persons and the Bill amended to include
these excluded groups in the federal system of income maintenance.

2. Exclusions from state supplementatiQon.
Scc. 2156(b) (2) permits states to deny benefits to families with both

parents present and neither parent incapacitated, regardless of whether
the father is employed or unemployed.

There are exclusions within the groups eligible to receive FAP or OFI lay-
ments which we believe should be-removed. States are permitted to exclude froln
sul)lementation of FAP or. OFF pjayments, families in which hoth parents alre
present and neither Is incapacitated regardless of Whetlier the male parent
is employed or unemployed. It-should be required that the states include all
needy families in their supplementary programs.

See. 2155(d). Porced responsibility of step-par'flt; income and resomurces of
n on-tontrib ut ing individual

Excludes Income and resources not available to other family members
If it is derived from a family member other than a parent or a spouse
of a parent.

The income and resources of a parent's spouse living with the family would be
Included in determining the family's eligibility for benefits even though the
spouse does not have legal responsibility, for the children and may have his
own children elsewhere to support. This.can result in needy (hildrel ieing
denied assistance and thus penalized because of a parent's marriage. This, pro-
vision'should be changed so that the spouse's resources would-not he included
on behalf of those- iersons-in the family f4r whoii lie does not have legal re-
sponsibility. ,
See. 2156 and Title V. Sec. 509. Uniformity in amounts of a.-si.tancc: optional'

state suipplcmentation; state. supplemen.tary payments d(u)ing transitional
period. -

See. 2156 permits the states to make cash payments Io stipplenetit time
federal payments and r6quires that the supplementary program respect.
the -federal earnings disregard provisions. The states are not required to
include families with aniale parent present in their supplementary pro-
gram. See. 509 requires the states to make supplementary paynienits to
maintain. their payment level of June 1971 plus the bonus" Value, of
food stamps unless.t. ey modify that level by affirmative legislative av-

-._/tion to he contrary f-or to July 1972. I
We are inifull support of the llr.-vision for miiformity in the amount of federal

payvjeit.. bused on uniform conditions for determining eligibility. The level of
Iayinents, however, is inadequate. Moreover, since suplileiieiitation is optionllal
with the states and they are permitted to ,xclude certain groups from their
supplementatlon program, if any. there woull he inequalities in the amount of
assistance among need. fatuilies with ehildrel in the various stat ,. All J)ersons
sitould have a right to an adequate level of as.istanve whieli should wit leave
them in poverty. We believe the st-tles should be required to supplemm,nt tiet in-
adequate fed ral payment at least to their current payment level..

ASee. 2171 ( (2) (A) and Title 1'. Sec. 529. Idircct pfiments ; vendor 1,mfYiwnts
Indirect pay!nent of benefits

/cc. 2171(a)(2)(A) permits payment to any person other thn a
fmv ily -member (includin,. an approl)riate public or private agency ) if
IIEW find. that the family member to whom benefits ar" pityalle has
such inability to manage funds that making Iaymeint to hi1 %% will lie
contrary to the welfare of the hil ren in thme famii..

Paymnets'may lie made to imon-family mellbers if'it is found that tihe l)a.'||ci.nts
are not being used in the best interests of the faniily. The Bill .should state the
crieria for finding the family incapable of managing its own affairs and the Con-
ditions under which such third party )aynents may be ordered.

2. Vendor payments under the AFDC program
Sec. 529 of Title V effective Immediately ulon ennetmeit Cauthorzes

the states to provide for non-recfirring special neeIs which cost $50 or
more by payment directly to the person furnishing the item.
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This provision immediately applicable to the current AFDC program, permits
states to pay the provider directly for goods or services costing $50 or more. This
method of payment is contrary to the premise that needy families have a right to
manage their own affairs, including making purchases and handling money, in the
absence of proof that they are unable to do so;

See.. 2171 (c). Bearings and review
Requires notice and opportunity for hearings for anyone who dis-

agrees with a determination with respect to eligibility for or amount
of payments, if requested within thirty (lays. Final determination by

-hEWV after a hearing would he subject to judiical review, except that
IIEW's findings as to facts shall be conclusive.

The Bill fails t9 specify certain fundamental standards for the conduct of hear-
ings when a recipient challenges administrative decisions, such as adequate notice
of the reasoils for the Initial determination. In providing that tindlngs-of fact are
not subject to judicial review, the Bill does not add the necessary protection
against arbitrary lindings-that they must be supported Iby a clear lrel)lderance
of the evidence. Furthermore, the Bill should require that a recipient shall re-
ceive benefits pending the final decision.

Sec. 2152(c) and Scc. 2171(e). Application and biennial rcapplication process
Src. 21.52(c) prohibits benefits being, paid a family for more than

twenty four consecutive months except on the basis of a new application
filed and processed as though it. were time family's initial application for
benefits.

Scc. 2171(c) directs HEW to establish requirements for filing appli-
cations, suspension or termination of benefits, furnishing data and re-
porting changes In circumstances necessary to determine eligibility.
Each family shall be required to suibimit a reportwithin thirty days after
the end of the quarter to determine eligibility for benefits payable for
that quarter or be subjectto penalty. -

The Bill should prescribe a simplified method for determining eligibility-for
benefits both in the initial application and the-biennial reapl)lication process.
The Bi1 requires families to make quarterly reports of income andexpenses
within thirty (lays. under" automatic penalty. It requires a family to Ale the
new applications to be treated as if it Were an initial application despite the
accumulated data of twenty-four consecutive months. We believe that the em-
plasis in the Bill on investigation, furnishing evidentiary materiaLs and fre-
quent routine reporting to substantiate eligibility for benefits, is costly and
unheces.,4iry in most cases and would impose needless hardships on families.
Flexibility in the application and reapplication process should be permitted
while at the same time assuring that benefits are paid only to eligible persons.
We recommend provision be made for the use of the simple declarative statement
where appropriate, a method now in use in. many states.'

Z0cc. 2102, 211. 2156, cte. Administratio.; multiple scCtion?

This Bill would necessitate a complicated administration requiring continuing
-contact among several federal, state and local agencies. Locally, there would

need to be'a tremendous increase in the state and local offices for providing cash
assistance, services and employment.

The FAP program and the payments to OFF recipients would be administered
by HEW. Other agencies would be Involved to provide information to establish
eligibility. If requested, HEW wpuld administer a state's supplementary pro-
gram and Medicaid eligibility. As an inducement, the state would pay IIEW
the amount of the supplemental payments and be relieved of responsibility for
the administrative costs. I

The OFF program of training, work'and employment would be administered ,-
by the Department of Labor including such supportive services as day care.
This can be (lone by direct federal administration or through contacts with state. -
and local agencies.

Nearl. all recipients would be required to have Contact with many agencies,
Among the localzoffices with which a head of a needy family may have to deal
could lie that of HEW administering payments and of the Department of Labor,
and 'possibly with a day care center or some other office rendering a service
Since the states would continu to administer the social service programs under

\ ..
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the present federal-state matching arrangements the recipient requiring service
would need to have contact also with local service units of state administration.
It is to he hoped that procedures will be devised to minimize and coordinate the
multiplicity of agency contracts necessitated by this Bill.

TITLE V-MISCELLANEOUS ' NEW SOCIAL SERVICES PROVISIONS

(Ameniding Titles I" and XI of the Social Sccnrity Act)

,Ncc. 511. Definition of 3crriccR
Sc. 511(a) lists twelve services for inldividuials in a family receiving

assi-t11iei to needy faiLnilies with children; which the state plan may
include in its service program. These are: family planning including
medical srviceq, child care., services to-unmarried girls who are preg-
nantfor have children, protective services, homemaker services, nutri-
tion services, educational svirvices, ennergenlcy services in connection
with a crisis or urgent need. services t-o assist in training or employnment,
assistance in locating housing, services to.abusers of drugs or alcohol,
information and referral servicUs. /

Sce. 511 ( b) lists eight services for aged, blind or disabled persons re-
ceiving assistance under Title XX or other needy 'aged, blind or disabled
persons which state plan may include in its service program. These are:
Protective services. homemaker services, nutrition services, assistance in
locating housing,energency services in connection with a crisis or urgent
need. services to assist individuals to engage in training or emplloyment,

- services to abusers of drugs or alcohol, information and referral services.
States should be encouraged to develop those service programs which would

best nieet their local needs. Specifying in the Bill the services to be offered limits
the variety anl scope of the states' programs. We l)refer the broad statement
of the purposes for which services aire to be provided now in the law'to an
onumeration (of specific services. However, if the states are to be limited to the
services enumerated in the Bill. that list.should be enlarged to include all the
services that may be required to'achieve the purposes of the Act.
Sec. 512. Authorization and allotment of appropriations for sereiccs

Authorizes an appropriation of a mnaximuni of $800 million for pay-
nient to. states for training of personnel, for services to the aged, blind
and disabled and for serVices for any individual receiving assistance
to needy families with children.

Although the program of matching grants to states for services to needy famo-
filies and needy aged, blind n~id disabled persons would, be continued, the Bill
makes an important ald, w6 believe. undesirable change. For the first time, a
limit would lie placed on the amount of money-to be appropriated for services
(except family planning and child care services which would be funded differ-
ently). to, these groups of eligible, persons. Under current law, there is a ceiling
op appropriations for child welfare services to non-reciplents of clsh assistance
l pt llqiropriations for services otherwise are open-ended. The federal govern-
ment matches what the states spend.

We urge that-the Bill be amended to restore open-ended appropriations, thereby
encouraging, not discouragifig, the states to develop the preventive, supportive
and rehabilitative services which are needed. Furthermore, the financial plight
of so many states and the lack of sufficient services Is reason for giving con-
sideration to the possibility of federal assumption of the cost of services.
Sec. 513. Adoption and fostf--fre sres uifcTcr child welfare services program

Authorizes $150 million for the year ending June 1972 rising to $200
million for the year ending June 30. 1976 for payments for foster care
(including medical care not available under any other state plan) for

* a child for whom a public agency has responsibility anti for payments
.1to a person adopting a handicapped child. Payments may be made-to
any agency, institution or person if the care meets standards prescribed
by HEW.

For rliscu"f on of See. 509-State suppipmentary payments during. transitlon- period.
see pp. 47:nnd 54.

For discussion of See. 529-Payment under AFDC program for nonrecurring peelal
needs, see page 55.
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The large numbers of children who are in need of foster care make it partic-
ularly necessary for their protection that the Bill define the standards of care
required with respect to quality of care, health and safety. Because of the dif-
ficulty in finding good foster care for children, we commend the inclusion of
funds for the cost of locating such resources.

Payments to a person adopting a physically or mentally handicapped child
(based on financial ability to meet the medical and other remedial needs of the
child) should expedite placement of hard-to-place children, especially those re-
quiring costly medical care.

With respect to both the foster care and adoption programs,"we believe the Bill
should provide an open-ended not a close-ended appropriation.

Scc. 522. Statewid'eness not rcqiuired for scrrieCs

Permits HEW to make exceptions to the requirement that the plan for
social services Should be in effect in all political jurisdictions of the state.
(Amends Title I. IV. X. XIV XVI)

Although grants to states would continue to be based on an accepted state plan,
the plan no longer would have to be enforced throughout the state. We consider
this an unfortunate change in the law. It could result in uneveness within a state
depending on the locality of the regular, continuing services offered and unieven-
ness in their delivery.

COOK COUNTY DEPARTMENT OF PUBLIC AID,

Chicago,Ill., February 1, 1972.
Hon. RuSSELL B. LONO,
Chairman, Comm itteefen Finance, U.S. Senate, Washington, D.C.

DEAR 'MR. CHAIRMAN: PIlease find enclosed the statement I would like to present
to you and your committee I'l your consideration of IH.R. 1. Thank you for this
opportunity to 'express my views. I know they may be somewhat narrow in
scope as my view of -the welfare problem Is from my position in a local county
department of public aid and the problems I see may not he as widespread as I
think. However, my conversation with employees in welfare departments in other
counties and states has convince me that the problems about which I speak are
serious enough to .merit the att mention of your committee. After all ts said and
done. the success 6r failure of aiiy legislation your Conunittee and the Cofigres.s
as a whole may pass will depend on how successfully thejocal county depart-

-J ments of public aid can implement such legislation.
Very truly yours.

WiiBR A. WVEDER, MAS-W.
Research A nal/st 11.

It is my belief that during all the di -u.onil,that 0,,a len ei red around wel-
tinr reform duril. these aist sevei-al years ont vitally iniportatnt la rt of the
welfanrv problem hms bieen almost tally ignored. Th-it Is f lie administrationn
firganiz.ti16n t~hat. will i1iliehent any Welf:ire reform legislation whi(.h imy be
liassed. We iiiimst ask mir, elves wl;iher or not w' have .I ,llit istr:11ive
organization that can Implement welfare reform. At present. I firmly believe
that we do nol-. 1 dii tot know the priuldem" that 11iht be inherelut in ilw ad-
minis!rat iv organization at the. National or State levil :Co ly comments will
Ie limited to Ible loc:l! (comity) level of welfare n(liinistralion. First. I would
like to ,nmn('ral e solmi of lie problems andf lhm state what I think ar-c possible

0!,,. of tle gr :Itest prolilens is- he received d Inck of direction fromn Sate
and IEW offieilIs. New policies are not presented tf the caseworker in a miiiner
whiph will help the e.aseworker understaid ,he new policies. CouTnly officials
a oh i ,Tret,,nt to Set lpoliey tiileines that imay later lie (,h.-.aed or complete Iy
revoked by the State. Consequently. many issues go unresolved with the ease-
worker nnt knowing what lie should (10 in a particular s.ituaion. This leads to
a state (if eonfuision on the part of employee and to "buckpasing" by officials
-it boih thi St.te and County level. There Is'a creneral fe-eling that no one in a
1,o~ii of ,,authrity Is willing to accept the re-sponsiblility for making a decision

or once lie dos, lie does not want to be held accountable for it. Consequently,
many programs have failed due to the fact that no one was willing to d(pcide
what to do at crucial points in Its lmpleni.entation.
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A second problem is the develoi)ment and training of staff. A bachelor's
degree alone is not sufficient to make a person a caseworker. Yet, little training
is given to the new worker and even less is given to those wvho are promoted
through i the systein to time position of supervisors and- higher. The result is
that we have people in supervisory a.fl administrative positions who were
excellent caseworkers but know nol thing about supervising other workers or how
to lhndle the administrative part of their job. Contributing to the supervisors'
pr(belns is tihe lack of employee performance standards. There are no standards
set by which a supervisor can evaluate enl)loyees performance. This leads to
numerous plblems between adniiistrative and slpervisory staff and, casework
sdif'. Also adding to the problems is the high turnover rate. (See Table). Al-
though the turnover rate ha; lieen reduced considerably in'the last two years,
an annual turnover rate of .15.3%- is extremely large. It creates a lack of con-
tinuity in thme wNrk as a new worker is always having to be trainwd. Also, the
turnover rate' can lie expel 'd (40 rise again once tile ecoionmy il'proves an(
other jols are available.

TURNOVER RATES t FOR PUBLIC AID EMPLOYEES 1968-712

Current t 1971 1969 1058

t . . . ..-------------------- -.............. .30.8 38.1 41.4 36.6
C W ------------------------------------------ 45.3 64.4 64. 5 70.9
Nn-C W -------------------- ------------------ 24.3 25.0 28.9 21.1

Turnover rates are cornputel by dividing the total annual tOrmirnations far al! reasons by the rnoothy av~rag = of station duty during tne year anJ mnutipljing by IuG.
2 Turnover rWtes are b3sed on figures from t:ie Cook Countj Department of PiabIft Ai i, C; icago, III.

A third problem is one of understatfing. tlEW recommended a weiglited caseload
of ISO cases. -t present, we are working under a theoretical caseload of 300
wvighted cases but In'acluality each caseworker had a caseload of about 600
weighted cases or more than-3 1inies tie recomnenktled workload. A4 long as
this degree of understatling coalinues it is difficult to see how the ca.:veworlwr is

tim.ig to have I ilne to do munch besides seeing .that ,eacl recipient receives his or
her check each .month.

h'ltse are the major lirollenis I think we must resolve in our own admninistra-
tive organization before we can even begin to think we can successfully imnple-
ment welfare reforms. It should be possile to create a welfare admnistrative
organization which can inleiement welfare reforms.

First, we must have people in the top positions who are willing to accept)eSl)o1-
sihillty for tht.ir actions, who are willing to make decisions, and who are willing
to be held accountable for the decisions they make. In other wdrds, we mtst have
responsible lieople who can he held accountable for the success or failure of those
programs which are their responsibility.

Second. it should be Ill'umdatory for -all s tates% to provide adequate training pro-
grams for employees at all levels. This should go a long way towards improving
our administration of whatever welfare system we may have.

Third. uniform employees performance standards should be established amid
maintained for all positions in the welfare administrative organization. An ena-
ployee shofild know what is expected of him While his supervisor needs a fair and
impartial stanIard by which to measure his performance.

....ofirtht.-the~ern t be adequate staffing so that an employee does not constantly.
labor under a6Oberwhelming burden of paperwork, continual crisis, and a sense
of never catching up with all that must be done.

* Finally, if the preceeding four.recommendations are tpiplefiented we may be
--able to reduce the tu rnover rate among caseworkers to a more reasonable level.
A stable work force could be much more efficient than one which is constantly
changing.

Once we have created a viable welfare administrative organization, then I be-
4leve we can seriously consider implementing ny 'welfare reform legislation
which Congress tay pass. r

W LBUR A. WEDER, MASW,
Research AnalystlI, Department of Public Aid.

11
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COUNCIL OF JEWISH FEDERATIONS AND WrELFARE FUNDS, INC.,
Neiw lork, N.Y., Junueary 21, 172.

senator RUSSELL B. LOxG,
Chairman,'IFinance Committee, U.S. Senate, Senate Office Building, Wavhington,

D. C.
DEAR SENATOR LONG: In lieu of requesting the opportunity to present oral

testimony at the hearing of. the Finance Committee, I am submitting herewith
the recommendations on Welfare Reform and Social Security adopted at our
General Assembly.I trust that you will bring this to the attention of the mem-
bers of the Committee for their consideration in drafting your Committee's re-
port to the Senate, and that it will be entered into the record ofthe hearing.

Very truly yours,
MAx M. FisiIER.

II. WELFARE REFOR:vf AND SOCIAL SECURlTY

The welfare system of Ambrica is grossly inadequate. The welfare reform
measure passed by the llouse: of Representatives would make a basic desired
change in providing a federally financed national floor, but the legislation falls
seriously short of a number of minimum requirements. The corrections should
be made by the Senate,. and then retafined in the fiial action by the entire
Congress.

The most important changes required to enable persons with the )otentials
for independence to become self-supporting, and to enable others-aged, sick,
handicapped-to live in decency and dignity, include ,

1. Th Federal requirement that no state will lower Its standard of assistance,
with thproision ofl-Federal funds to slare.oi.supplemental state payments
above the Federal floor, in order to assure maintenance of standards.

2. Work training end placement provisions that will include:
(a), The right of mothers of school-age children to have the option of out-

side employment or to remain iht their homes to care for their children), so
that the best interests of the children may be, served;

(b) Federal income standards in work programs, consistent with. stand-
ards for others in the population, that will avoid exploitatioi.,0f the poor.

(c) Assurance of post-training employment, including employment in pub-
lie service.

(d) -Allowance of greater earnings with less reduction of benefits for per-
sons on public assistance to provide greater work incentives.

3. Protection of the legal rights of recipients of assistance.
4. A higher Federal floor for assistance, with Federal payments to be stepped

.............- up-to-the-"poverty level" within a few years, to match the realities of living
costs.

5.,Broader coverage of persons in need, to include childless couples and single
.persons./6.' Provisions to keep families intact, to /eplace provisions that encourage

desertion.
7.- Increases in Social Security payments to bring them to the minimum of the

"poverty level" for recipients.
8. Maintenance and expansion of the Food Stamp Program until assistance

standards reach an adequate level.
9. Provision for research and development, to help assure accurate assessment

of the programs and: their results, so that further planning, revisions, and financ-
inglcan be based upon time required facts.

Until--such time as these necessary federal programs are enacted and inple-
Sniented, the states must take actions to iml)rove their welfare programs, many of
which now exist-at deplorably low levels..

We urgently call upoz the Congress, with the strongest leadership of the
_ resident, to enact speedily te essential legislation.

COUNCIL OF PLANNINo- Aj'FFILIATES,
Seattle, Wash., Decem ber 8, 1971.

ion. RUSSELL LONG,
Old Senate Offlice Building,
Washington, D.C.

DEAR SENATOR LONG: The Social Security Amendments of 1971, HR-1, should
receive the benefit of full and public hearings so that a wide spectrum of re-

.. ~1
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cipients and consumers, interested groups, and nation.il orgaliizati-ons can be
heard. We ask your assistance in seeking sufficient ol))ortunity for such hearings.

After careful study of the issues in this legislation, the Board has taken note
of the favorable features and prlncil)les in HR-1, and suggests guidelines for
welfare reform we consider to be of highest priority. We urge-your support of
our position which you will find enclosed.

The Council of Planning Affiliates is an organiation whose membership is
made up of 180 public and private agencies and groups in the King County area
concerned with health and welfare and recreation.

Thank you for your consideration.
Sincerely,

DAvID COLWI'LL. President.

COUNCOF I PLANNING AFF'ILIATES,
$uucttlc, ll'ah.

To: COPA agencies and other interested orgaiiizations.
From: David Colwell, President.
Subject: Favorable Features of IIR-1 and soinv Guidelines on Welfare

Reform (1).
INTRODUCTION

We believe thatimany of the provisions of IIR-1 which relate to Medicaid, the
Family Assistance Plan and social services wijl have a negative inipact On the
people they are -do ignuLto help, are administratively infea.sible, and reflect
unsound social policy. These criticisms have been clearly and extensively voiced
by the National Association of Social Workers, the Urban League, the Center
on Social Welfare Policy and Law of Columbia University, the Natlonal Welfare
Rights Organization, the Community Serviee Society of New York, and numerous
other organization and individuals. In general, we must. agree with these criti-
cisias dnd believe that it Is probably best that tho.e features of the bill, subject
to such criticism, be deleted-entirely, rather than pass in their, present form.

Nevertheless, 1R-1 has a number of sound provisions, Lespecially those which
relate to Social Security, and we believe it would be unwise to lose sight of these
positive features of the legislation. The current draft of IIR-1 has been so widely
criticized that the positive features of this omnibus bill tend to be overlooked.
Thus, to oppose the'entire bill places one In the position of opposing provisions
long believed to be desirable by the social welfare community.

So as not to lose sight of some of these desirable provisions in HR-1, we cite
them below and offer our support.

7 (1) Approved by the COPA Board November 23, 1971.

FAVORABLE FEATURES OF THE SOCIAL SECURITY (OASDIII) PROVISIONS IN HR-I

1. The bill provides for an automatic increase in future Social Security bene-
fits in any year in which the Consumer Price Index rise, 3% or more.

2. Authorizes a 5% increase in Social Security (OASDI) benefits effective
June 1972. Tiis increase would go to about 27.4 million people and cost $2.1 bil-
lion for the first year.

3. Increases widows benefits to 100% of the amount their deceased husbands
would have received had they lived. This provides 3.4 million people with $764
million more in benefits the first year.

4. Establishes a special ii4lnimiim benefit for people who have worked 15 or
more years under Social Security. This would result in increased benefits costing
$39 million for about 300,000 beneficiaries the first year.

5. Increases -the amount of money a retired person may earn- without losing
benefits from $1680 to $2000 a year and permits a beneficiary to retain half of
all earnings above $2000 beginning in the 1972 tax year. This change would cost
$484 million for the first year, increase benefits for 700,009 people, and provide
benefits for 390,000 more who were not eligible.

6. Reduces the waiting period for disability coverage from six to, five months
affecting 950,000 people at an annual cost of $105 million.

* 7. Increases the wage base against which payroll taxes are levied from $7800
to $10,200 be nning January 1, 1972. (We question the wisdom of increasing the

*The starred Items indicate our disagreement with the method of implementation as
spelled out In the bill.
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tax rate, payable by both employer and employees, to a;4% in 1972-73,-2% .
in 1975-76 and 7.4% from 1977 on.)

8. Extends the Medicare program to about,1.5 million disabled people after
they have been entitled to disability benefits for two years.

FAVORABI.E PRINCIPLES INCORPORATED IN PUBLIC ASSISTANCE PROVISIONS OF IL.R. 1

1. Repeals the present program of aid to the aged (OAAj, the blind (A )and.(li, bled (APTD) and substitutes a new completely federalized plan aduuin-

istered by the Social Security Administration.
*E2 Establishes a federally guaranteed national imillinium level of benefitsbelow which families with children cannot fall.

*3, Provides wage sUpplementation for low income families with .deptlndent
children.

*4. Increases federa' responsibility for low income families with dlildvlit
children.

*5. Establishes a public service employment pirogramn.
"M. ExpandsLviwision for daycare.
7. Expands provisions for family playing services.
*$. Expands provisions for voc.Itimanl training and rehabilitation.
19. Provides for the disregard of sjiecitlMd earnings and for work incentives.

GUIDELINES FOR WELFARE REFORM

We believe the following 1)rinciples are of the highest priority in amending
Ili-I ant/or in developing other welfare reform legislation.

1. Complete federalization of public assistance with a poverty level guarantee
for each irson receiving assistance (now $3910 for a family, of four).

2.. Pending federalization of public assistance, the aisurance that nG client will
receive less ii mony grants and services than h( is now receiving.

3.Pending federalization, the requirement that states which.nmow l)ay more
than the federal guarantee, supplement the federal payment Up to the cOrrent
assistance. standards.

4. Pending federalization, the l)rovisionl of Ieheral incentives to states to
suppl)lement payments to reach or exceed the lrevailing poverty level.

5. A return to the lrincl)es incorporated in the 115 Social -Sec!.Aty in.d-
inents which provides the possibility of a comprehensive medical care program

,for low income families under Medicaid.
%3. -Yearly adjustments in assistance payments to reflect changes in the Con-

sm1|1er Price Index.
7. Establishment of need as the sole criterion eligibility for public assistance.
8. Implementation of an ifltdi'ivit system for determining need.
9. Establishment of the principle of voluntary..hoice of manpower training for

public assistance recipients.
10. I'se of the federal minimum wage as a criterion of acceptable employment.
11. An opem-ended federal appropriation for social service.
12. Expansion of funds for program development, research and evaluation.
13. ,Expan on of nianlKxwer. (lay care and public service employment programs

beyond levels that are proposed in 11R-1.
14. Improved accountability through unified administrative responsibility in

one federal agency.
15. Establishment of case finding as a legal responsibility of public assistance.
1ii. Investigation of alternate means of meeting the income deficit of the

poverty population, Including, for example, family allowances, demogrants for
the aged, use of income disregards, and various forms of the negative income'tax,
ongoing large scale public, works programs with'the government -being the
employer of first resort.,

17. Withholding fr6n-welfare funds for those States who fall to meetspecified
assistance standards. 1 j

The COPA Board wishes to express Its gratitude for the assistance to staff
of Professors Rino Patti and Ron Dear of the Legislative Committee./

$The starred items indicate our disagreement with the method of implementation as
spelled out In the bill.
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PROPOSED Por.c STATEMENT PREPARED FOR BOARD OF DIRECTORS, DENVERCIIAMBER
OF COMMERCE, BY TASK FORCE ON SOCIAL SECURITY, NATIONAL AFFAIRS CoM[MIT-
TEE, METRO PUBLIC AFFAIRS DEPARTMENT

TASK FORCE ON SOCIAL SECURITY
Chairman ,

Glenn.M. Walker, Managing Partner, Harris, Kerr, Forster & Company, Den-
ver.

Staff
R. Bruce Shelton, Manager, Metro Public Affairs Department, Denver Chamber

of Commerce.

Retirement and S urrivors Benefits
Lee C. Ashley, Senior Vice President, First National Bank of Denver.
Roy Erickson, President, Erickson Memorial Company, Denver.

Disability Benefits
K. S. Mitchell, Managemeit Control Officer, Denver Board of Water Comilnis.sionei's.

Maintenance of Health, and Medical 'arc
James 0. Shetterly, Vice President, Capitol Life Insurance Co.-, Denver.
John DeHaan, Assistant Director, Bethesda Mental Ilealth Center, Denver.

Tech n ical A ssistance
John Henderson, Deputy Regional Commissioner.
Richard E. Mueser, Program Evaluation Officer, U.S. Department of Health,

Education and Welfare, Denver.
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PROPOSED POLICY DECLARATIONS ON RETIREMENT, SURVIVORS AND, DISABILITY
BENEFITS

POLICY DECLARATION I
General

-.... That the retirement, survivorship and- disability benefits provisions continue
toprovide a "floor of protection," rather than fully adequate retirement benefits.

72-573--72-pt. G-3
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Private retirement and disability benefit plans should be encouraged to pro-
vide benefits additional to those provided under social security.

POLICY DECLARATION II
Coverage

Compulsory coverage of.all residents of the United States is recommended.

POLICY DECLARATION III
Retirement Benefits

Benefits should be paid as a matter-of-right without the eligible individual
.having to provide Indigenee.

Benefits should continue to be paid in cash.
For purposes of computing the "primary insurance'amount" (amount of bene-

fit), the average monthly wage should be based on fifteen years for both men
and women to age 65, with actuarially reduced benefits available at age 60.

Measures to encourage voluntary continuation of income production beyond
retirement age are desirable.

Benefits should Increase/deerlease with changes in the national consumer price
index, adjusted annually.

The lump-sum death benefit should be increased to a new fixed amount equal
to that required for a modest funeral and thereafter adjusted annually accord-
ing to the increase/decrease of the consider price index.

The amount of benefits should be gradually moved toward/an actuarally
computed amount based bpon contributions by the individual.. Minimum pay-
ments should be continued for those with inadequate coverage.

POLICY DECLARATION IV
fDisability benefits

Disability benefits should be available at apy age.
Benefits should increase/decrease with changes in the national consumer price

'index, adjusted annually, and should be based on the individual's current con-
tribution level.

A graduated-scale of income recovery, adjusted to a reasonable levell.or size
of family, should be allowed before complete loss of benefits occurs.

POLICY DECLARATION V
Financing

The primary source of funds should continue to be the Individual and hisemployer.
pontribUtions for employees should continue on a 50-50 employer/employee

basis.
Self employed and all other residents should contribute on an individual basis

at a reduced rate. -
The taxable income base should be established at a $10,000 miaximum effective

January 1, 1972 with increases/decreases annually based on the consumer price
Index.

The tax rate should be adjusted not more frequently than biannually.
Federal'4_nd/or State welfare funds should be used to pay that portion of

qualified benefits above the actuarial computation'of benefits based on the in-
dividual's contributions to the fund.

Income tax treatment of Social. Security taxes and benefits should continue
on the present basis. I

Financing should be on a current cost basis with trust funds maintained'at a
minimum of one year's expenditures.

- POLICY DECLARATION VI ,

Administration
Provision should be made for independent audit, efficiency of administration

and the continued use of a public advisory council.
Investment of trust funds should be made at reasonable rates of return with

maturity dates consistent with the needs of the fund., .
Advisory and Management Boards and Councils should-include presidentially

-- appointed members-outside-of-government, subject to confirmation by the Senate.
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PMPOSED POLICY DECLARATIONS ON MAINTENANCEE OF HEALTH AND MEDICAL
CARE

POLICY DECLARATION -'
General

The Nation's goal for health care should be to assure access to adequate care
for every American regardless of Income.

POLICY DECLARATION II
Health care system

The Nation's health care system needs to be overhauled. Stronger elements
of our present system (whether profit-making, private non-profit or public)
should be retained and improved, and combined with additional elements- to
make a comprehensive new system which would include, in addition to improved
treatment facilities, a strong educational . program for maintenance of health
and prevention of disease.

Such a new system should make maximum use of the private sector and
judicious use of government funds.

To assure availability throughout the Nation of manpower adequate for
delivery of health care, the government should continue and Improve programs
6f loans andthei' financial incentive for training and use of professional person_
nel, and at the same time create new programs to train and place in service
such nonprofessional personnel as are capable of providing the supportive serv-
ices needed in modern health care, and whose services would permit a.niore
efficient employment of professional skills.

POLICr DECLARATION III
Health insurance

The Nation should make comprehensive health insurance coverage (including
catastrophe coverage) available to all Ameiicans at the earliest date consistent
with the availability of an adequate health are system. Action to improve the
organization and delivery of health care should-be taken concurrently with action
to improve health care benefits.

Comprehensive private health insurance plans, qualified under national stand-
ards of benefits,'shouldbe encouraged through tax deduction incentive applicable
to individual as well as to group plans.Al

POLICY DECLARATION IV

Cost control
Control of cost in the health care system should be based as much as possible

on self-regulating economic factors, with health care facilities and insurance
plans so designed as to encourage health- care in the least expensive manner
and with Insurance plans requiring co-payments where feasible. In addition,
periodic professional review of hospital utilization and physicians' services
should be available. ar)d community planning should be used to dL¢cQurage costly /
AuplcatLQj, of facllitlop..

POLICY DECIBATION v
Financing

Payment of premiums for health insurance coverage should be the responsi-
bility of the individual citizen. Employer participation should.be permitted and
encouraged.

The cost of coverage for those unable to pay should be met by contributions-
from welfare funds, graded by. income and family size, -to pay that portion the

.Individual could not meet, with financially able persons required to pay the full
premium.

SUPPLEMENTAL RECOMMENDATIONS ON RETIREMENT, SURVIVORS AND
DISABILITY BENEFITS

GENERAL'

1. Private-retirement plans should be encouraged to supplement retirement
benefits of social security. To encourage such plans,

a. Tax treatment should not discriminate between employer plans and
individual plans. A reasonable tax deduction for 10 percent of gross earnings

/ should be allowed for investment in qualified plans.



2926

b. Qualified plans should be those in which the individual obtains a non-
forfeitable vested interest payable only at retirement age or upon disability
and should be legally protected from creditors.

c. Tax deductions should not, be allowed for that portion of any plan not
meeting the definition in sub-paragraph b.

COVERAGE

1. It is recommended that all U.S. residents be compulsorily covered by the
Social Security Act. Such extension would add substantial protection for those
who move from one segment of business activity, e.g., employee or self-employed
-to another segment, e.g., investing. It is likely that many of these persons will
qualify for some benefits but may not have paid a fair share into the fund unless
covered fully for their activities in-all segments of business activity.

RETIREMENT BENEFITS

1. E.ncouragemnent of I he production-of income beyond normal retirement age is
considered essential for the following reasons:

a. Since retirement benefits are intended as a floor-of-protection additional
sources of income are required to maintain a- reasonable standard Of living
and-to reduce the risk of such persons being added to pub],- welfare rolls.

b. The unfairness of the present system of penalizing t worker beyond
retirement age but not an investor. -

e. Continuation of activity can result in benefit to the individual's physical
and financial welfare, thus benefiting the individual, his or her family and
reducing the cost of welfare and health care.

d. The costs of social security vary greatly depending upon the relative size
of- the retired population. Measures to reverse the trend toward early
retirement at age 60 could significantly reduce the cost of the program.

It is therefore recommended that a $3,000 annual Income limitation\ (now
imposed only on wage earners and self-employed) be maintained for early
retirees but removed completely at age 65. The limitation should be adjusted
annually by the consumer price index.

It is further recommended that social security taxes be applied to all income
under the $10,000 maximum to age 65; tbereafter,,no social security taxes should
-e=pi~iyable . ...

FINANCING

1. Self-employed and other individualss cdvered by social, security should con-
tinue to enjoy payment of the tax at a reduced rate because their payments are
made with after-tax dollars whereas 50 percent of employees' contributions are
tax deductible by their employers.

Minority viewpoint.-Considerable emphasis was placed iii)oi allowing an
income tax deduction" for all contributions, without discrimination, accompanied
by. an equal contribution rate by all p.ersons. Such a plan could be an acceptable
alternate.

2. Individuals -newly covered under the proposals should not be entitled to
full coverage or minimum coverage provisions of existing law, but would be
entitled to an actuarial- percentage thereof depending upon their contributions
to the plan prior to retirement. To do otherwise would continue to dilute thd
equity of those who have paid into the plan. for many years.

3. The value of compensation other than cash should be taxable as a paft of
the $10.000 taxable base. Reference is made to housing, meiils -or any other
non-cash compensation received. -Industries where this type of compensation is
common are farms, ranches, and hotels as well as household employment.

SUPPLEMENTAL RECOMMENDATIONS ON -MAINTENANCE OF HEALTH., AND

MEDICAL CARE

- " GENERAL

1. Access to adequate care should be provided in a manner that maximizes the
advantage of tndividul freedom of choice and of flexibility to adjust to changing
needs. I

2. There should be a national program educating all Americas onrways to main-
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tain good health, including prevention of disease, the content of proper nutri-
tion and the role of mental responsibility for Illness.

3. In assuring access to health services for all Americans, the federal gov-
ernment should not provide such care directly. purchase health insurance pro-
tection for everyone, nor initiate a federalized national health insurance system.

HEALTH CARE SYSTEM

1. The health care system should deliver comprehensive care, including health
maintenance, primary, specialty, restorative and health-related services in ex-
tended care facilities.

2. Toi dIwelop more and better health manpower, the following activities are
en(,ou raged:

(it) lPar-meieal personnel such as physicians' assistants or other non-
lpr(Ifi~s.~iaaaIs should ie utilized to the fullest extent possible.

i b) University, community and Junior college, and technical school edu-
callonal lorogrtms should be developed, Improved and expanded to provide
more aind lt ter undpl..d personnel.

- (c) To provide e'ervices In areas of manpower or service shortage, the
federal governnint shiild provide loans to students for costs of education
in the health Litid. with the provision that such loans would be forgiven if
such persons provide services In some a rea of shortage.

(d) Effort s'omnhl be made to Increase training In all aspects of the health
care industry of such persons as minority groups, women, the financially
disadvantaged. etc.
(e) Eliminate those portions of state licensing of many levels and types of

medical personnel which are severely restrictive or unnecessary. Licensing
for basic certillhation should be retained where necessary.

3. Guidance and assistsnce should be sought from the business community and
university health education centers in developing better systems for delivery
of health care.

4. Area-wide health care planning councils should be established nud ade..
quately stoff:ed with coniletent personnel. The business community should sup-
port and partilclpate In the work of such councils.

5. ('are must Ie used to avoid the inflation and (isnlpointment that may he
caust-d by promising service that the system is not prepared to deliver (this
result was st-en with Medicare).

HEALTH INSURANCE

1. National standards of benefits should be established to provide adequate
insurance to all individuals and groups, including catastrophe insurance.

2. Employees should maintain their right to bargain with their employer for
coverages in excess of the minimum requirements:

8. Any employer-employee group plan should be required to meet the national
standards as a test for deductibility of the cost thereof for income tax purposes,

4. Persons not covered by employer-employee groups could purchase insurance
through provider organizations such as Blue Cross, Blue Shield, Kaiser, group
practice plans, etc.
5. Ml Nicare and Medicaid should be phased out; the federal government should

not provide insurance.
COST CONTROL

1. Area-wide health care cost control councils should be established and ade-
quately staffed with competent personnel. The business community should sup-
port and participate In the work of such councils with primary motivation and
responsibility provided by the medical profession.

2. Thee area-wide councils should establish acceptable charge rates for hos-
pitals, doctors and other medical service groups on a prospective rather than
on a retroactive cost-plus basis.

3. Hospitals, doctors and other medical service groups should accept estab-
lished pro.ipectire rates as payment In full for individuals covered by an approved
Insurance plan.

4. Patients should be able to contract for medical services from hospitals,
doctors an1 others not participating in the plan; however, the patient would be
responsible for payment extra fees, if any.
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5. Hospitals, doctors and other providers, as a condition for participation in
the plan, should be restricted to fee and service schedule maximums as deter-
mineed by the area-wide council.
6. Doctors and others engaged in providing medical services of any kind should

be required to subscribe to a conflict of interest code prohibiting investment in
any hospital or related facility, drug supplier or other provider of services or
supplies with whom he did business. (See similar Code of Ethics provision of the
American Institute of Certified Public Accountants).

7. All hospitals, extended care and nursing home faclitilei should be required
to adopt uniform accounting practices, financial reporting and cost finding sys-
tems. Data related to the appropriateness of such items as hospital admissions,
duration of stay and treatment provided should be made available to the area-
wide council.

FINANCINO

1. All employers, public and private, should be required to provide all their
employees a health plan meeting national minimum standards. Payment of the
premiums for such insurance would be determined by employer/employee
negotiation.

2. Welfare plans of the federal government should include provisions for
payment of the health insurance premium for persons unable to pay. Primary
responsibility gor payment should remain with the individual, however, with
premium contributions by the government graded by income and family size.
Financially able persons would be required to pay the full premium.

3. Insurance carriers should be allowed to charge increased premiums for dis-
abled, elderly or others to whom health insurance Is not now available; however,
such surcharge must be reasonable.

4. All persons should be allowed an income tax deduction for reasonable
health insurance premiums actually paid, without discrimination among em-
ployees, self-employed or others.

STATEMENT BY MICHAEL D. BROMBEnO, DIRECTOR, WASHINGTON BUREAU,
FEDERATION OF AMERICAN HOSPITALS

Mr. Chairman, and Members of the Committee, my name is Michael D.
Bromberg, Director of the Washington Bureau of the Federation of American
Hospitals. I would like to take this opportunity to present the views of our
organization on H.R. 1.

The Federation of American Hospitals Is a national non-profit association
representing more than 550 investor-owned (proprietary) hospitals through
its members and affiliated state organizations. Our member hospitals range
from small rural facilities to large urban and suburban investor-owned com-
prehensive medical care institutions. There are presently more than 1,000 acute
care short term investor-owned hospitals in the United States representing
approximately 20% of the non-government hospitals. Our facilities comprise
more than 67,000 beds located in 41 states and the territory of Puerto Rico.
Member facilities include facilities owned by practitioners; groups of. busi-
nessmen and community leaders and multiple hospital corporations.

The Federation was privileged to appear before this Committee on two
previous occasions to discuss proposed amendments to the Medicare and Medi-
caid programs. During those previous appearances we submitted testimony to-
gether with a number of recommendations for amendments to the Title XVIII
and XIX programs as well as to previous versions of H.R. 1. Our positions on
HR. 1 have been made known to the Committee before. We would like to take
this opportunity to concentrate on two of the sections of H.R. 1 which we
believe to be most important and to present our views on catastrophic health
insurance and in particular the proposal sponsored by the distinguished Chair-
man of this Committee.

DETERMINATION OF MEDICAID REASONABLE OSTS (SEC. 282)

Section 232 of H.R. 1 authorizes the states to develop their own standards
and guidelines for determining the reasonable cost of in patient hospital services
under Medicaid and maternal and child health programs. This provision would
change the position of Administration legal counsel and the courts that the
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reasonable cost provisions of the Title XVIII and XIX programs should be
determined In the same manner.

While Section 232 restates the Congressional Intent of preventing hospitals
or their private patients from subsidizing in-patient costs of Medicaid patients
and vice versa, the delegation of the authority to Interpret costs to the states
can only bring about confusion and a lack of revenue predictability which in
turn is likely to produce higher charges for noncovered patients.

In addition to these pressures on facilities there will be budgeting pressures
on the states which will tempt the states, as they have been tempted before, to
adopt arbitrary and unreasonable cost control regulations In order to reduce
their own heavy fiso.l burden under the Title XIX program. These pressures
have already Induced several states ta attempt to impose some type of freeze
on. Medicaid charges which colirt deblsions have held to be in violation of federal
law.

We urge the Committee to delete Section 232 and prevent a return to the sit-
nation which existed prior to the adoption of existing regulations where
reasonable costs were interpreted In some cases to be lower than actunI costs.

Adoption of Section 232 would be inconsistent with what appears to be
increasing support for substituting a federal program for the present Title XIX
program. We support the suggestion recently made by the Chariman of this
Committee for federal funding of the basic health benefits for the poor under
Medicaid. The Federation favors elimination of Medicaid and adoption of a
federal health Insurance system for the poor financed out of general revenues.
Passagof Section 282 would In our opinion delay that kind of system by
granting reimbursement powers to the states.

PROVIDER REIMBURSEMENT REVIEW BOARD (SEC. 243)

Mr. Chairman, no issue has caused more frustration to the providers of health
care under the Title XVIII program than the absence of adequate administra-
tive or Judicial review procedures. We have urged this Committee before to cor-
rect this situation and we now emphasize our belief that something must be
done to bring the basic elements of due process to bear on the administration
of the Medicare program. The Title XVIII program remains a unique exception
to the basic principle that a party with a grievance shall have recourse to some
impartial source.

Section 243 of H. R. 1 establishes a provider reimbursement review board with
authority to hear controversies in excess of $10,000. While the Federation is
certainly not satisfied with the scope or extent of this provision, we do believe
that the concept of an administrative appeal board Is a step in the right direction.
We urge the Committee to strengthen the language of Section 243 by substituting
for that provision one based upon the Senate version of H. R. 17550 reported
by this Committee in December of 1970. Section 243 of H. R. 1 is deficient in
several respects. Among the more important deficiencies are the absence of a
provision allowing class actions and a limitation on the scope of the board's
Jurisdiction to "items and services" which could be construed to omit such im-
portant areas as depreciation and interest.

In addition to these changes we urge the Committee to add to the provider
reimbursement review board section authorization for Judicial review. The

- conflicting interpretations of the 'T'itle XVIII program by Intermediaries has
created an atmosphere of uncertainty-an atmosphere which Is certainly not
conducive to effilent management or fiscal predictability. The ever present dan-
ger of a new interpretation of a regulation set forth In an Intermediary letter
that would be applied retroactively can wipe out all efforts to achieve efficient
and effective management forecasts of operations. We strongly recommend the
establishment of procedures under which providers may seek administrative relief
as well as the right to judicial review under the Title XVIII program.

OATASTROPHIO INSURANCE

The Federation -Wpleased to comment-on S. 1876 introduced by Chairman Long.
We support the concept of catastrophic health Insurance for all Americans as a
part of a broader national health insurance system which we hope the Congress
will approve as soon as possible. In the meantime we applaud the efforts of the
Chairman of the Committee and others in the Senate to obtain approval for a
catastrophic health insurance system as part of a stop gap measure prior to the
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enactment of national health insurance. We do, however, wish to emphasize
that a catastrophic insurance program should not be considered as a substitute
for a complete national health insurance program and we hope to have the op-
portunity to present our views on that subject to this Committee in the near
future.

The Federation supports the concept of catastrophic health insurance for all
Americans as a federally-financed part of any national health insurance system.
Such a program could be administered and financed through payroll taxes similar
to the Title XVIII program.

We differ with the Administration's proposal to include catastrophic coverage
as part of the required employer health insurance coverage for two reasons. First,
this would increase the cost of the employee's insurance premium, placing too
great a burden on employers. Second, the area of catastrophic or extraordinary
illness insurance is properly one for the federal government to undertake as a
basic priority for the protection of all Americans.

A catastrophic insurance program should, in our opinion, go far beyond the
benefits now provided by the Title XVIII program. Once the deductible under this
major medical type of coverage is met, we believe that all illness-related expenses
should be covered. This would Include cost of prescription drugs, in-patient and
out-patient psychiatric care, dental care, long term chronic illness care in nursing
homes and all other illness-related care. None of the bills presently before this
Committee would provide complete catastrophic protection and this, we believe,
should be a high priority goal of the federally financed part of any national
health system.

With respect to the various proposals for deductibles, the Federation favors a
deductible based on 60 days In a hospital or medical bills or out-of-pocket In-
stitutional bills totaling $2,000 during a calendar year. Once those levels are
reached, the federal government through the catastrophic protection program,
would pay for 80% of all illness-related expenses incurred during the calendar
year. We believe that deductible features mentioned above should apply on a
family basis without regard to the number of persons in the family and without
regard to the family's income. While there are strong arguments in favor of tying
the deductible under a catastrophic program to the amount of income earned by a
family, such a formula might well Increase administrative costs.

In this case, we believe that any family, regardless of its income, which must
meet the cost of 60 days in a medical care institution or medical bills totaling
$2,000, has reached a point under which It should be protected from other
financially burdensome health costs as a matter of right. Therefore, we support a
Medicare-type approach to the catastrophic program under which every American
will be entitled to protection from extraordinary health care costs as a matter of
right and without being subjected to a means test.

We thank you for this opportunity to present our supplemental views on H.R. 1.

SILVER SPRING, MD., January 27, 1972.
Hon. RussELL B. LONG,
Chairman, Senate Finance Committee,
New Senate Offlce Building, Washington, D.C.

DEAR U.S. SENATORS: Your S.S Laws 223 (d) 1 and 3 deny that my fifteen (15)
year brain tumor existed prior to brain surgery; therefore, I was supposed to
have worked while growing It. I resent being discriminated against and murdered
by these laws which is confirmed by Appeals Council Director of Social Security
Administration as a result of my letter to Hon. John D. Erlichman, (see photo-
copies of each letter attached).

Also note the Appeals Council Director states: "there would appear to be no
basis on which the claim could be pursued under existing law". Obviously, this-
is also taxation without representation.

Only Sadists would require a person to work while growing a brain tumor;
and Murderers would deny Disability Benefits to those who survive brain
surgery once and may undergo it again. Read attached Medical Reports, proof.

I have a Constitutional Right that Justice be done, and I request the same.
Respectfully yours,

Mrs. IRENE C. HEAP.
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S[LI'ER SP'RING, Mo., July 14, 1971.

Hon. JoN D. ERLICHMAN,

Director Ass8stant to the President for Domestic Affair8,
The White House, Washington, D.O.

DEAR MP. ERLICIUMAN: The attached Laws 223(d) 1 & 3 deny the existence
of all these disabling diseases that can be proven by major surgery or autopsies
only.

I send you M1ed [eal proof of same.
I'm eligible for Old Age Benefits of Social Security if I live, but am denied

Disability as per Law 223(d)3 that denied my 15 yr. Brain Tumor ever existed
prior to brain surgery-so I'm being murdered by this asinine law.

Please, Sir, repeal the Laws 223(d) 1 & 3 and help all us disabled.
Thank you.

Respectfully yours,
Mrs. IRENE C. HEAP.

P.S. Lack of respect for laws and also poverty could be overcome by this
quick solution.

[From the Washington Post, p. 23, Apr. 26, 19711

FAILURE To HELP DISABLED

Social Security disability laws have always violated the Constitution because
they discriminate against disabled people. Ignorance of the medical profession
doesn't give Congress the right-despite the recommendations of the Depart-
ment of HEW-to enact laws that exclude some diseases and impairments from
disability benefits. Rhetoric doesn't pay bills: now is the time for complete
revision of the so-called "disability laws" to make them equitable for all citizens.

Because the brain, lungs and nerves do not grow outside the body, the present
disability laws exclude many people with black lung, brown lung, multiple
sclerosis, epilepsy, cancer, and brain tumor found by emergency surgery which
machines couldn't detect. Because these diseases or impairments are not
medically determinable in one year's time but result in disablement and death,
and because some disabled can't prove their disablement for prior years due
to statute of limitations. under Section 6501 of the Internal Revenue Code, Con-
gress discriminates against the disabled in more ways than one.

Obviously, if there are no earnings credited for 10 years or more for the above
excluded disabled people, they are indeed disabled, and should receive disability
benefits immedlatley. Congress should be pressured into prompt reform of these
inequitable laws.

IRENE C. HEAP, Silver ,Spring.

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
SOCIAL SECURITY ADMINISTRATION,
Washington, D.C., September 2, 1971.

Mrs. IRENE C. HEAP,
Silver Spring, Md.

DEAR MRS. HEAP: Mr. Ball has asked us to write you regarding your letter to
Mr. Ehrlichman, since the Appeals Council issued the last decision on your
disability insurance claim.

Your correspondence indicates that you do not understand why your claim did
not succeed under the prevailing law. The record shows that your applications
were properly considered and that your rights were Justly determined in
the Appeals Council's decision of July 3. 1968. Although the claim was studied
at all administrative levels of adjudication, no medical evidence was found to
show that you met the disability requirement when you were insured for dis-
ability purposes.

The file in your case has been closed for about 3 years, and the reasons for
denial have been explained In official determinations and in replies to many
letters from you and from others who inquired In your behalf. The file reflects
that you last met the earnings requirement for a disability insured status In
September 1953-almost 18 years ago--and there would appear to be no basis
on which the claim could be pursued under existing law.

Sincerely yours,
H. DALE Coox, 7)ireotor.
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SILVER SPRING, MD., May 7, 1968.
Re Irene C. Heap.
Mr. J. AMBROSE KILEY,
Attorney, 8700 Georgia Ave.,
Silver Spring, Md.

DEAR MR. KILEY: Concerning the date of origin of Mrs. Heap's meningoma,
it may be said that the sphenoid ridge meningioma which I removed in April,
1965 had been present for many years before the first convulsive seizure. It Is
possible, as I have stated in previous correspondence to Mrs. Heap, herself, that
the fainting episodes which began in 1953 were a symptom of the meningioma.
The same might be said for the convulsive attack which occurred in 1956. The
date of origin of this tumor can never be stated with certainty. I should feel it
possible that the tumor might have been present for as long as 15 years before
it was finally removed.

Very truly yours, JOHN T. LORD, M.D.

SILVER SPRING, MD., Augu8t 1, 1969.
To Whom It May Concern:

This is to confirm that Mrs. Irene Heap has had brain surgery for ,a Meningi-
oma. This kind of growth tends to be recurrent. Periodic re-evaluation by yari-
ous diagnostic modes-skull x-ray, brain scan, etc. is medically indicated.

MoRRIs PERRY, M.D.

WASHINoTON, D.C., October 6, 1967.
This is to certify that Mrs. Irene C. Heap was first seen for neurological con-

sultation on June 17, 1964 while a patient at Holy Cross Hospital. She had
complaints and symptoms and examination findings consistent with central
nervous system disease of undetermined etiology. The possibility of a brain
tumor as opposed to a degenerative disease was considered. Special tests were
obtained, but failed to reveal the presence of a tumor. Her clinical picture looked
more like a degenerative process and treatment was administered along these
lines. The patient was examined again in early March of 1965, at which time it
was noted that she was having increasing difficulty in ambulation. In early April
of 1965 the patient was admitted to Holy Cross Hospital where she was ad-
mitted in a comatose state. The patient had extensive neurologic testing done
during this hospitalization and a brain tumor, a meningioma, was removed.

Sincerely,
MARVIN C. KORENGOLD, M.D.

SrvER SPRING, MD., November 27,1967.
To Whom It May Concern:

Supplementing September 1965 report in regard to Mrs. Irene C. Heap.
Please be advised that in 1964 while she was a patient in Holy Cross Hospital

undergoing tests in search of a brain tumor, she had one of her dizzy spells while
euroute from the bed to the bathroom which was located in her bedroom and
she fell to the floor. As a result of this fall, I ordered a wheel chair placed by her
bed and forbid her to walk.

On April 5, 1965, at her home, she had a dizzy spell in her bathroom and fell
backwards into the bathtub, hitting the back of her head, a terrific blow. She
called my office, and one of my nurses, Mrs. Royer answered the phone and told
me, Mrs. Heap had fallen and hit the back of her head and wanted me to come
to her home. I went to Mrs. Heap's home and then made arrangement at Holy
Cross Hospital for admission that same day. She had the brain tumor surgery
by Dr. John Lord the following day.

Very truly yours,
MORRIS PUY, M.D.

TESTIMONY BY THE LUTHERAN COUNCIL IN THE U.S.A., PREPARED BY THE DIVISION
OF WELA E SERVICES

OPENING STATEMENT

This statement is submitted by the Lutheran Council in the U.S.A. before
the United States Senate Committee on Finance as it gives consideration to the
matter of legislation dealing with welfare reform. The testimony is based on posi-
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tion statements adopted by the Lutheran Council and dealing with "The Role
of Government in Social Welfare" and the "Elimination of Poverty."

Tkte Lutheran Council in the U.S.A., organized in 1966, is a council of three
participating Lutheran church bodies, namely, The American Lutheran Church,
Lutheran Church In America, and The Lutheran Church-Missouri Synod. Among
its functions as stated In the Constitution is the following:

"To represent the Interests of the Council before...
2. The national government...

INTRODUCTORY

There is critical and urgent need for early legislative action to bring about
genuine reform of the public welfare system in this country. Congress has been
involved In debate of Issues in welfare reform for over two years. In the mean-
time, millions of our fellow Americans daily experience the grinding pain of
poverty and remain deprived of that which In justice is due them. Moreover, the
rising costs of the present system are producing fiscal crises in states and local
governments ,which are confronted with the costs of welfare and other essential
community services.

The attacks on the present welfare system are increasing In number and in-
tensity. Many groups in our society, each prompted by its own unique motives,
are demanding legislative action. Recipients of welfare beriefits are calling for
higher benefits and changes in administrative procedures; social welfare person-
nel are hoping to achieve a system which is truly helpful to people; public officials
view with concern the mounting costs; and citizens view with dismay the rise
In taxes.

It is Important to bear in mind as we strive to achieve change that the social
welfare system is nQt to be blamed for producing poverty any more than the
health services delivery system is to be blamed for producing illness a'bd disease.
The public welfare system may not be as effective as we would like in alleviating
poverty or helping the poor able to do so to get off the welfare rolls but the causes
of poverty are not to be found in the public welfare program. Nor, are the causes
of poverty to he found solely In the individual who is poor. Without neglecting
the factors contributing to poverty which do lie within the Individual's capacity
to control, It is becoming increasingly accepted that there are factors In the
social system which create poverty.

We wish to underscore this point because as we debate this issue of what is
appropriate legislation in welfare reform, we should keep the focus on Just that-
reform of the welfare program. It must be the basic purpose of the welfare pro-
gram to alleviate the needs of the impoverished in our society.

There are many casual factors producing poverty, all of which must be at-
tacked-inflation, unemployment, illness, inadequate education, racial discrimi-
nation. It is a multi-faceted and complex problem, not responsive to simplistic
explanations or superficial measure.

In summary, we urge the Congress as it debates the various proposals dealing
with welfare reform, to focus on the objective of achieving the alleviation of
the grinding pain of poverty in a way that is genuinely helpful to the poor. Cer-
tainly Congress *111 be dealing with critical causes related to poverty in other
legislation, such as health services, education, housing, employment. Here we are
dealing with the issue of how best to reform the welfare program and achieve a
Just and workable income distribution program.

Lutheran churches are presently maintaining many social service programs
across the country, including services to children and families, the aging, the
sick, and others. These agencies report to us their judgment that poverty so very
often results from inadequate education, illness, racial discrimination, and
unemployment which arise and persist in society.

SOME PECMMENDED PRINCIPLE

As a contribution to this legislative process, we submit the following comments
and observations in testimony on possible legislation which may be developed
by Congress in this critically important area. We suggest the Inclusion of the
following principles In any legislation dealing with welfare reform.

1. Elimination o1 the categories in the present social assistance program and
establishment of the single criterion of need

Out of all the nation's poor, the federal government has selected for assistance
only those who meet certain defined eligibility requirements In specifically named
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categories-the aged over 65 (Old Age Assistance), the blind (Aid to the Blind),
the disabled (Aid to the Permanently and Totally Disabled), and children (Aid
to Families with Dependent Children). Some states and local governmental units
have developed programs of general assistance but this meets only a fraction of
the needs of the nation's poor.

What is the morality of the standard by which our government selects cer-
tain groups as being more worthy than others of public support? What possible
justification can there be for determining that a poor person 65 years of age or
older is to be helped rather than the one who is 62, or 60? Blindness is a tragic
handicap. But on what basis is it determined that a blind person is to be helped
rather than one who is handicapped in some other manner?

In the legislation now before Congress, the persons in the so-called adult cate-
gories-aged over 65, blind or disabled, are to be covered by a single program.
This is a step toward the goal we propose, namely, the elimination of categories.
But it is removed from the so-called family programs which in turn are to be
divided, one to be administered by the Department of Labor and the other by
the Department of Health, Education, and Welfare. Such fragmenting of in-
come maintenance programs poses serious administrative and program problems.
Especially to be regretted is the continued favored treatment with respect to
financial benefits for the adult person as over against children. The benefits for
adults should not be reduced. Rather the benefits for children should be sub-
stantially increased.

• A recent study by the U.S. Department of Health, Education, and Welfare
reports that there are over 4 million persons under 65 living in poverty but not
eligible for benefits under present programs of public assistance. Among these are
2 million persons in families without children and 2.3 million single persons.
These people are fellow citizens in our American community. We urge that
they be given the same recognition and support presently given to other special
groups.

We also note that in the proposed legislation, in the section dealing with state
supplementation, the federal government would be bound to recognize a residency
requirement if a state imposes such a restriction. There are many reasons for
eliminating such residency requirements. The major proportion of funds is com-
Ing from federal sources and all signs point to an increase of such federal par-
ticipation. Moreover, the United States Supreme Court has found'such residency
requirements unconstitutional restrictions on the right to travel and in violation
.of the equal protection clause.
.2. Proviion for (ncentives in moving off publio assistance for those for whom

this is possible
Every study which is made of the poor who receive public assistance reports

their readiness, even eagerness, to participate in plans for adequate self-mainte-
nance and their desire to be self-directing and independent.

It must not be overlooked, however, that virtually the entire total case load
of persons in the federally assisted programs are children (55.5%), mothers
(18.6%), blind and disabled (9.4%), aged (15.6%). This entire group makes up
99.1% of the total as of April 1971 with the remainder, 0.9%, being able bodied
fathers. When we speak of moving people off of public assistance, we must keep
in mind that these are the people on the rolls--children, mothers, aged, blind and
disabled.

The largest group of adults of working age are the 2.5 million mothers who are
heads of families, most of them with no able-bodied male at home. According to
a study recently released by the U.S. Department of Health, Education and Wel-
fare, 14% of these mothers are presently at work, and another 7% are in work
training progranis. Another 35% would be potential employees if job training,
jobs, and day care facilities for children were available. Some 4% to 5% of
mothers have some employment potential but require social rehabilitation serv-
ices. The renlaining welfare mothers may not be considered as employable be-
cause they have small children at home, hg've major physical or mental in-
capacities or other barriers to work.

The same study reports that the average welfare family has been on the rolls
for only 23 months. At any given time, about two-thirds of all welfare families
(AFDO) will have been receiving assistance for less than three years. Only 7.3%
have been on welfare for 10 years or more.

Although every provision should be made to assure persons moving off welfare
rolls, it must be honestly faced that there wil remain many for whom this Is
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not possible. These will be the aged, the disabled and handicapped, and mothers
with sole responsibility for small children.

If working ioor are included, and as we stipulate later in this testimony, we
urge that this be done, a new set of circumstances arises presenting quite different
social.statistics.

s. Inclusion of the working poor with. exemption of graduated levels of earned
income and careful attention given to protection against inadequate wages

A major breakthrough in the public assistance program is a possibility in the
welfare legislation now before Congress. For the first time, we may now develop
legislation which would Include provision for including the working poor. When
this was first proposed, many found It quite unacceptable; but when they studied
the matter and came to see its benefits to individuals and families, it was found
a growing number of people have given it their support.

The proposal is based on the recognition that there are many in American so-
ciety who, though employed, have incomes insufficient to maintain levels of health
and decency. Moreover, it also recognizes that persons now on welfare could be
encouraged and assisted in getting off public assistance if they were allowed to
take employment and keep portions of earned income. A double social benefit is
thus achieved by including provision for working poor in the public assistance
program.

If those presently employed, though with inadequate incomes, were included,
the family could be encouraged and assisted to remain together. Quite the op-
posite is true in the present program with its incentive to the father- to quit his
work and desert his family. The family would be assisted in securing essential
needs-food, housing, clothing and other requisites. This would be a real contribu-
tion toward breaking the cycle of poverty since studies report that the greatest
single cause of poverty is poverty. With the opportunity to secure these essential
needs, the likelihood of children breaking out of the cycle of poverty Is greatly
increased. It hardly seems necessary to underscore that the family headed by a
father working full time at low income may be Just as needy as one headed by a
mother.

Another social value of including the working poor is the benefit derived for
those presently on welfare. With this provision, those now on the rolls would be
encouraged to seek employment and increase earnings which they could retain.
With such encouragement, the individual and society would both benefit. For
as persons are able to work their way off welfare rolls, the financial and social
costs to the community are materially reduced.
4. Provision of a base floor of finatcial benefit by the federal government at

an adequate level for health and decency
We approve the provision in proposed legislation which for the first time in

the nation's history establishes the principle of a basic floor of income main-
tenance assumed by the federal government. The mobility of our people and the
varied economic resources among the regions of the. nation place upon the
federal government an Inescapable responsibility for leadership here, to provide
the necessary resources. We believe the federal government should use its broad
taxing power to bring about a greater degree of equity among the states in
providing income maintenance and social welfare services.

Al Americans are citizens of this nation and none should be denied or limited
in their struggle to realize their full potential because of the circumstances of
birth or residence in a particular geographical area.

Though we have taken no specific position with respect to the amount of grant
to persons on public assistance, there are some observations we would like to
make related to the issue.

(a) It would seem that this nation should establish a grant amount not below
the figure which the government has already established as a poverty level,
adjusted periodically to the cost of living. The proposed legislation establishes
the practice of tying social security benefits to cost of living but welfare pay-
ments are frozen for five years.

(b) We urge Congress to correct the discrepancy in grant amounts in the
so-called adult category and that which is proposed for the family programs.

(o) We urge Congress to eliminate the ceiling on grants to families. Under
the proposed legislation, the maximum amount any family could receive would
be $8600, regardless of size. There is no reason why a public assistance program
should impose an arbitrary cut off on the number of people to receive benefits in
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a family. Every child in the family has needs, whether he is first In the family
or the sixth or ninth. To include all members of a family would be both equitable
and inexpensive since only 4% of all AFDC families have more than eight
members.

(d) Existent benefit levels should not be reduced by new legislation, While it
is true that the benefit level in a number of states is presently below that set
forth in the proposed legislation and the recipients in those states would secure
an increase, it is also true that benefits in many states are already above levels
set forth in some proposed legislation. However, the legislation leaves It optional
with the states whether they decide to grant this differential or not. It is not
likely that many states would elect to provide this supplement voluntarily. It
would seem the only Just solution would be to require st,%tes to grant this sup-
plement of federal payments if their present benefits have achieved this level,
but with federal participation in such supplementation.

S. Development of effective job training programs and related services, such as
day care centers, homemaker services, family planning, health maintenance,
and vocational counselling

It is in the best interests of the recipient as well as society that those persons
on welfare for whom it Is possible should be assisted in leaving the rolls.

We note with approval that the proposed legislation does provide for certain
child care and related supportive services, manpower services, job training
and employment programs. The development of effective programs in those areas
would materially assist many persons to find employment.

We wish to make some comments on certain key matters.
(a) The proposed legislation provides that an individual would not be required

to accept employment if wages and other employment conditions are contrary
to those prescribed by applicable federal, state or local law or less favorable than
those prevailing for similar work in the locality, or the wages are loss than
an hourly rate of three-fourths of the federal minimum wa,e under present law.

There is no equity in requiring a person simply because he is a public assistance
beneficiary to accept employment at a lower figure than others in the community
or less than the Federal minimum wage. This provision should be stricken.

(b) Provision should be made to require that job traning and employment serv-
ices be related to the true job situation. Persons should be trained and referred
to jobs which offer opportunity for service, growth, development and related to
the skills and qualifications of the recipient.

(o) The day care programs which -are projected in the proposed legislation
should be available in adequate number and of such.quality as to be truly growth
programs for children and not merely custodial facilities.

Children should not be delivered to inadequate day care programs to m,.%et a re-
quirement that mothers train for or accept employment to which they may be
referred. This would be not only prejudicial to the best interests of children but
poor social policy; for we would not be adequately preparing children for whole.
some, responsible adulthood.

(d) It may well be that the social and financial costs of the mother working
and placing children in day care would outweigh those of a mother remaining at
home to care for children. The work and training programs for mothers with
small children should be developed on a voluntary basis.

6. Assurance that a mother with sole responsibility for her children will not be
required to accept employment against her own best Judgment as to that
which I best for the welfare of the children

The proposed legislation provides that an individual is considered to be avail-
able for work unless such a -person, among other conditions, is the mother or
other relative caring for a child under age 6 and this age drops to 3 beginning
July 1974.

Mothers have no more critical and urgent responsibility than to do all that
is within their power to assure the development and growth of their children.
-Our society has long recognized the fundamental rights of mothers to make their
own decisions as to how this responsibility can be best fulfilled. Provision has
been made by society to deal with those special situations where mothers neglect,
or do not adequately provide for, the proper care of their children.

J .ecognizing the validity of these appropriate safeguards, we believe that a
lmther should be pe'nmitted free choice in the decision as to what is in the best
interests of her pre-school children; that is, whether she should take employment
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or remain at home. We are aware of the argument that many mothers are al-
ready employed and that mothers receiving public assistance should not be given
special privilege. But these mothers are employed by 'their own choice and our
position-Is that mothers on public assistance should be given this same oppor-
tunity for free choice.
7. Protection against possible abuse of mandating employment by forcing ao.

ceptance of Jobs which offer no constructive opportunity for development or
which are not consistent with the worker's abilities

We believe firmly that a person should work to support himself and his family,
should he have the capability of doing so. This principle of responsibility of one's
own support Is appropriately firmly imbedded in the social system of our country.
This is substantiated by every study dealing with this area of concern which re-
port that persons do want to be self maintaining and self-directing and resist
accepting things done for them unless the situation is so compelling that they
must accept assistance from others.

The fact that a person is unemployed and receiving social welfare benefits does
not provide Justification for mandating employment which offers no constructive
opportunity for development

A CONCLUDING STATEMENT

In conclusion, we affirm the need of this nation to rise to new heights of moral
commitment to the well being of all its citizens. People are the nation's most
precious resource and their welfare must be our first priority. All Americans
wherever they live in this land, whatever their circumstances of birth, their so-
cial situation--children, the poor, the handicapped, the deprived, the aged-all
should be enabled to walk in dignity, peace, and hope as responsible participat-
ing members of our national community.

Our society faces a stern challenge in this struggle of the poor to achieve re-
lease and freedom from their pain. Will it be possible for a free, pluralistic soci-
ety operating within the framework of democratic institutions to mobilize the
necessary resources and implement a total national effort in the elimination of
poverty?

(The above testimony was prepared by the Division of Welfare Services, Lu.
theran 'Council in the U.S.A., 815 Park Avenue South, New York, N.Y. 10010.
For further information, write Dr. Henry 3. Whiting, Secretary for Social Re.
search and Planning, at the above address.)

POCATELLO, IDAHO,
August 23, 1971.

Hon. LEN B. JORDAN,
Senator, U.S. Senate,
Washington, D.O.

DEAR SENATOR JORDAN: You will recall our long-standing correspondence relat.
ing to many aspects of the human services, particularly program, manpower, and
training aspects. Frankly, the privilege of communicating with you has been one
of the most rewarding aspects of my professional experiences in Idaho. And so, an
opportunity has again developed to bring to your attention an area of concern
relating to the delivery of health services that you may want to explore.

The National Association of Social Workers has recently emphasized with its
membership our collective concern over recent action of the House of Repre-
sentatives (HR 1) relating to a reduction of service standards in Medicare reg-
ulations through not requiring medical social work services in extended care
facilities. The proposed deletion of these services suggests a lack of understand.
Ing of the broad goals of social services in a medical facility. Adoption of this
reduction in standards would have the most serious long-range consequences for
our senior citizens, particularly as the country may well be on the threshold of
providing a more comprehensive system of health care to its citizens and par.
ticularly the elderly.

My concern in this regard is generated not only from my broad professional
orientation but, more specifically, relates to part-time medical social work con.
sultation I have provided up until about a year ago to one of our locate convales-
cent homes. Our agreement was that I would spend up to one hour a week
providing social work services to the convalescent home as required by Medicare
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regulations. These services were provided over a period of about two years. When
the Comprehensive Mental Health Program in this area became operational, I
urged the director of the convalescent home to consider a contractual arrange-
ment with that public service as provided for in their program. Subsequently the
arrangement was included. The opportunity provided me sufficient experience to
begin to appreciate the very real need for social work services as provided fot
by Medicare regulations. I came to recognize not only the need and opportunity
for these services, but also the *promise as well as the problems in implementing
a part-time service of this nature.

More specifically, I submit the following comments, observations, and sug-
gestions for your consideration:

1. Social work practice concerns itself with the social well-being of the client
or patient in his real life situation. Economic, family, community, vocational, and
psychological factors all enter the situation. The needs of the elderly in our
changing society are as pressing as the young or middle aged.

2. Health, illness, and the aging process encompass-not only medical but
social and economic components. Illness and old age effect people in different
ways and are of particular consequence to the person, the family, and the com-
munity. Accordingly, any system for the delivery of medical services should not
divide up the person or patient; the well-being of the whole person needs con-
sideration for whatever treatment or rehabilitation are necessary. These health
facts were recognized many years ago when medical social work services were
first initiated in the Massachusett's General Hospital around the turn of the
century by Dr. Richard Cabot. Since then the deifiand for social work services in
medical facilities, public or private, has grown steadily.

3. The care attempted In an extended facility is comprehensive including recre-
ation, physical therapy, and a variety of medical services to meet the needs of the
individual, and the requirement for the provision of social work services as
part of this total treatment picture becomes apparent if the service is indeed
considered to be comprehensive, i.e., maximum fulfillment or functioning of the
individual patient while in the facility.

4. Regarding my own experiences and the job to be done, the director and I
decided that social work helps might typically include: -

(a) An interview with the significant family members of the patient
shortly following admission so that there could be an understanding of the
background of the life experiences of the patient, the attitudes of the rela-
tives toward the patient and his illness, and an active enlistment of the
family to cooperate with the convalescent home staff for the maximum well-
being of the patient.

(b) Bringing community agencies into the picture as necessary as for
example, financial assistance and vocational rehabilitation for the patient
and/or- his family.

(o) COisework services with the patient to provide him an opportunity to
talk about his feelings regarding his illness, stay at the convalescent home,
and to enlist his cooperation with the staff for his benefit. This frequently
meant, of course, dealing with negative feelings about another patient, a
family member or a staff member.

(d) Case conferences or consultations with the nurses and aides directed
toward a specific understanding of the particular patient and a more gen-
eralized review of the relationship between social and environmental factors
and the patient's well-being.

(e) Coordination of the psycho-social asRpects with the physician of the
patient.

5. With the general and specific observations above in mind, it was increasingly
obvious to me that the primary limitation related mainly to the severe limitation
in time provided for these services. The director desired that I spend more than
one hour per week. However, such services are expensive, so my time was neces-
sarily limited for a financial reason. Perhaps our dilemma in this regard suggests
one of the reasons for the proposal to delete social work services from Medicare
standards. This is to say that there has never really been sufficient allocation of
funds to implement the Medicare regulations. All of the medical social work con.
sultations that I know of in Idaho and the Intermountain area have been on a
very part-time basis, as in my case. Perhaps in some of the very largest facilities
in large urban areas, social workers have functioned on a full-time basis. In
short, the sound philosophy and program required by Medicare regulations may
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have really never had a chance to be implemented because of the funding initta.
tion and, very likely, the shortage of available, qualified personnel In the area
of the extended care facility.

The above are some of the factors that I respectfully submit which have con-
vinced me that there Is a pressing need in extended care facilities for qualified
medical social work services. There is no rationale to exempt these services in a
modern extended care facility any more than there is from other medical facilities
as has increasingly been recognized since the day of Dr. Cabot. On the basis of my
own experience, I am certain that the requirement Is fully Justified and frankly,
is a "must" if the elderly (and often not so elderly) patients in our extended care
facilities are to receive the high level of health care we in America strive for. It
seems to me that the problem, rather, is In program lnplementatton. With plan-
ning, financial, and manpower resources, this aspect (cal be resolved. I would
welcome an opportunity to further correspond with you as for example, citing
specific case situations typifying convalescent care medical social services or any
way you suggest.

Respectfully,
T. RussI.I MAGER, ACSW.

POCATELLO, IDAIHO,
September 2J, 1971.

Hon. LEN B. JORDAN,
Senator, U.S. Senate,
"Wa8hington, D.C.

DEAR SENATOR JORDAN: Your concerns and activities in the broad area of human
services was again reflected in your letter of September 2, 1971 with respect to
the matter of furnishing of social work services In extended care facilities as I
reviewed in my letter of August 23, 1071. -n particular, I appreciated your
thoughtfulness In sending me a copy of the excerpt from the House Ways and
Means Committee report on H.R. 1. This was my first opportunity to be appraised
of the reasons of the Committee in recommending deletion of these services
now required under Medicare. With these specifics, I respectfully submit the
following by way of additional comments for your consideration and the
Senate Finance Committee.

The Committee seems to make two points In justifying their recommendation
to delete the requirement for social work services. In the first place, they say
that these services "represent a substantial cost to the extended care facility
which cannot be Justified by the value derived by its total patient population."
Rather than repeating myself, I refer you and the Senate Finance Committee to
my letter of August 23, 1971 in which my comments are primarily addressed to
this objection of the Committee. In this letter I attempted to trace the" history,
philosophy, and operation of social services in medical facilities within the broad
framework of concept of treating "the total person."

It is the second point of the Committee mentioned abov. that I would like to
address myself to in this letter. The Committee does not understand the rationale
for requiring social work services in an extended care facility when the same
services are not required in the higher level of hospital care. Although this ra-
tionale seems plausible enough, I suggest that a closer scrutiny would reveal that
social work services are much more urgently needed in an extended care fa-
cility than in a hospital. This in no way diminishes the need in a hospital as the
history and our experience clearly indicates, and as I pointed out in my earlier
letter. However, if one reflects on the social and psychological needs of an in-
dividual with a chronic and/or progressively worsening condition as are typically
found in extended care facilities, I think it becomes evident that the services of
a trained social worker are as pressing In this phase of our medical delivery
system as actual medical and nursing services. The feelings of the extended care
facility patient about his Illness, the attitudes of his family, his financihl situa-
tion, and the attitudes of the staff toward the patient are all areas of critical
importance which the medical/social worker has a particular knowledge of and
ability to.deal In a professionally expert way with. This is a different situation
than the psycho-soclal needs of a patient in a general medical hospital who typi-
cally will only be In the hospital a very brief period of time. Again, I don't
diminish the needs of services in the hospital because as far as I'm concerned,
these services should be required in hospitals as well. However, I only question
the rationale of the Committee In drawing tihe conclusion that social work serv-

72--573-72-pt. 6--14
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ices need not be required in the extended care facility becausethis has been a
"progressively lower level of care."
It Is hoped that the above will provide some much-needed clarifying Informa-

tion on th6 report of the House Ways and Means Committee report for the fur-
ther information of yourself and the Senqte Finance Committee.

Respectfully, f
T. RUSSELL MAGER. AGSW.

DEPARTMENT OF EMPLOYMENT AND SOCIAL SERVICES,
MARYLAND COMMISSION ON TilE STATUS OF WoxmE,

Baltimore, Md., Fcbruary 1, 1972.
The Hon. RuSSELL B. LoNe, Chairman,
Senate Finance Committee,
Senate Office Building,
WVashington, D.C.

DEAa SENATOa LoNo: At its January meeting the Maryland Commission on the
Status of Women adopted the enclosed resolution on the welfare provisions of
H.R. 1.

We urge you to work for legislation which Incorporates our suggested proposals.
Respectfully yours,

ANNE CAREY BOUCHER, Chairman.
Fnclosure as stated.

RESOLUTION ON THE WELFARE PROVISIONS OF HR 1

Among Maryland's 224,000 current public assistance recipients there are:
40,000 aged, blind and disabled

1,600 employable ales
140,000 children

43,000 mothers
Thus, women and children constitute more than 80 percent of the State's desti-

tute who are supported by public funds.
The condition of these women and children is a matter of great concern to

the Maryland Commission on the Status of Women-a concern which prompted
the-Commission to study current proposals pending before the Congress on this
subject and to arrive at the following conclusions:

1. Assisted families should be maintained at a level no lower than the federally
defined poverty level. This nation's children have a right to adequate levels of
nutrition, clothing and shelter to enable them to achieve normal growth and
development.

2. Mothers who are needed in the home should not lie required to work.
3. Those who are required to work should have the safeguard at licensed child

care arrangements. They should not be required to accept employment for less
than the federally established minimum wage or without the same fringe benefits
as other employees in the same employment. They should not be required to
accept any employment which threatens their health and safety.

4. Those working, whose income is less than the federally defined poverty level,
should receive assistance so they are not penalized for working by having less
income than those who qualify for public assistance because they cannot work.

5. Benefits now provided in each State should become the floor below which
the new levels cannot go. States should be required to supplement the Federal
payment up to present levels with the aid of Federal matching funds equal to
one-third of such State costs.

HR 1

The Maryland Commission on the Status of Women believes that HR 1, the
measure which has been passed by the U.S. House of Representatives and Is
now pending before the Senate, fails to meet these objectives. It would provide
a family of four only $2,400 on which to live for a full year-without the food
stamps which they now receive.

It would require mothers of children as young as three years old to go to work.
It would permit mothers to be forced Into menial jobs paying as little as $1.20

an hour on pain of losing public assistance.
It provides no protection against the forced placement of preschool children

In unsatisfactory and/or unsafe care arrangements.
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It would result in benefit reductions for millions of recipients throughout the
-ation.

TUE RIBICOFF PROPOSAL

The proposal which appears to come closest to the Commissiou's objectives is
that sponsored by Senator Abraham Ribicoff, Amendment No. 559 to HR 1. This
measure was introduced with the support of 14 governors, including Maryland's
Governor Marvin Mandel.

It would move over a four-year period toward complete Federal financing of
all assistance programs, Including the program for single persons and childless
coupl!es, which is now funded entirely by the States and localities.

Most importantly, payments during that period would begin at $3,000 for a
family of four and would progress until, in the fifth year, they reach the poverty
level.

In the interim, however, recipients would be protected against any reduction
in loresent benefits.

Mothers with pre-school children would not be required to work, and those who
are required to do so would not be compelled to accept employment paying less
than the Federal Minimum Wage or Jeopardizing their health or safety; now
.therefore be it

Resolved, That the Commission on the Status of Women supports, through
all means available to it. Federal legislation which will enable families on public
assistance as well as those working families whose earnings are less than the
federally defined working level, to maintain a living standard no lower than the
federally defined poverty level; will exempt mothers with responsibility for pre-
school children from a requirement to work outside their homes; will assure that
those who are required to work will receive at least the federal minimum wage for
employment which does not Jeopardize their health and safety; will assure sat-
isfactory child care arrangement&

Adopted : January 19, 1972.

'STATEMENT OF TIlE NATIONAL ASSEMBLY FOB SOCIAL POLICY' AND DEVELOPMENT,

INC.-FOauM ON SOaIAL ISSUES AND POLICIES

JOINT STATEMENT ON WELFARE PROPOSALS IN THE 92D CONGRESS

This joint statement on the principles which we believe should govern any
action for public welfare "reform" represents the view of those who have signed
it in behalf of their organizations or as individuals engaged in the social wel-
fare field. It has been deveoped and circulated for signature through the Forum
on Social Issues and Policies of The National Assembly for Social Policy and De-
velopment. The Forum is an instrument for such voluntary pooling of viewpoint
and permits those of like mind to speak with one voice to Congres on their com-
mon concerns.

These recommendations are based on a Statement on Ooals of Public Welfare
Reform adopted by Forum members in June, 1969 setting forth seven principles
against which subsequent proposals for welfare reform might be evaluated and
on the statement submitted to the 91st Congrem with respect to then pending leg-
islation incorporationg the proposed Family Assistance Plan.

The proposals now before the Congress are complex and incorporate drastic
changes in the present public welfare system of the country. We wish to affirm
our beliefs in adequate, humanistic and comprehensive protections against the
hazards of poverty and insecurity created by modern society. In any changes of
policy the needs, interests and dignity of all those receiving benefits and services

The Forum on Social Issues and Policies functions as an Independent group of social
welfare organizations and Individuals concerned with social policy, under the auspices of
The National Assembly for Social Policy and Developmen . for the purposes of: (1)
exchanging views on ponding social welfare policy Issues. (2) Identifying areas of common
viewpoint on such Issups and (3) cooperating on Joint statements on specific Issues at the
option of each signatory organivAtion and individual. This statement on pending pro.
posals of welfare reform Is the result of such process and reflects the Judgments of those
organizations and Individualo listed as Its sponsors.

This .tatempnt will he slbmitted to the SRonate Finance Committee in connection with
Its hearings on HR I beginning on Januarv 20. 1972 In lieu of orol tetirmnnv by Mr. Phtlin
Bernstein. Chairman of the Forum on Social Issues and Policies of The National Assembly.



2942

should be the paramount consideration and should not be sacrificed to current
pressures of expediency.

We deplore any effort to make the present victims of societal maladaptation
the scapegoats for the very failures that victimize them. We wish to re-affirm our
special concern for the well-being of children on whose healthy development,
nurture, and Inclusion In the mainstream of a potentially bountiful society the
future of our country depends. All measures for family income assurance and
related social services (including child welfare and child care) must keep this
concern for their welfare as their central point of focus.

In light of these goals it is recommended that pending proposals be eval.
uated in terms of the following principles to which the undersigned subscribe:

1. Structural reform is no substitute for adequacy of financing sufficient to in.
prove the situation of all those who depend upon it.

Coin itt.-Pending proposals add substantially to the Federal financial
investment in aid to low income people, especially in terms of broadened coverage
and fiscal relief to the states. On the other hand they do nothing to improve the
financial situation of 90% of present AFDC recipients living in the forty-five
states now paying benefits above the proposed Federal floor. (HR 1 proposes
a Federal payment of $2400 for a family of four with no food stamps and no
mandated supplementation.) Unless the Federal role and financing is strength-
ened, there is serious danger that the situation of many will be seriously worsened
by the division of the program into two separate components, with no Federal
participation above the floor.
e. The level of minimum income assurances should be adequate in relationship

to cost of living estimates
Comment.-The basic floor proposed by HR 1 falls far short even of the official

poverty standard (let alone the lowest standard of the Bureau of Labor
-Statistics.) The Federal floor should be raised immediately to the official poverty
level and means provided to advance toward a more realistic standard as
defined by the Department of Labor's lower tiring standard.
3. Any transitional stages must be such as to (a) strengthen Federal standards,

(b) protect the higher level of payment while raising the lower, and (o)
maintain the level of state expenditure necessary to achieve these ends

Comnwnt.-HR 1 contains no provisions projecting a plan for future upward
adjustment protection of present standards, or an increasing assumption of
Federal responsibility toward a level of adequacy. We recommend the addition
of such provisions.
4. Benefits in kind and services extended to those aided by the plan should not

be used to reduce assistance levels
Oomnwnt.-HR 1 assumes a major reduction in public assistance by work,

training and rehabilitation requirements supported by provision of day care
and other supportive services. We strongly support the extension of these serv-
ices on a voluntary basis but believe that mothers should be permitted to exercise
their own judgment as to whether their children's best interest requires their
presence in the home. Rehabilitative and other services cannot fulfill their proper
function if they are imposed under threat of reduction or discontinuance of
essential aid. Similarly child welfare services, including those related to parental
support, should be administered in the best interest of the child under existing
provisions of state law.
5. Welfare reform should be such as to move toward greater inclusiveness and

away from categorical distinction-s
Comment.-HR 1 improves the present situation for needy families by Including

those with both parents in the home insofar as the basic Federal benefit is con-
cerned. However, failure to make provisions for maintaining the present level
of benefits and the virtual separation of voluntary state supplementation from
the Federal program makes continued differential treatment inevitable.

It also makes no provision for childless couples and single individuals. This
should be added.

Moreover, it perpetuates (and intensifies) present disparities of aid as between
the adult categories and children. We do not find the adult standard too high
but the children's standard too low.
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The fragmented administration provided by these proposals is a major danger
to responsible administration and a probable source of hardship and confusion
to the potential or actual beneficiary.
6. Labor standards should be protected

COomment.-Entitlement to welfare payments should not be used to deprive
children of needed adult care and supervision nor should they be used to depress
wage and other labor standards. Therefore, no mother or other adult with pri-
mary responsibility for the care of a child or children should be required to take
a Job against her own best Judgment of her children's need and no Job should
be regarded as mandatory which involves unsuitable conditions, a labor dispute,
or pays less than the Federal minimum wage or the prevailing wage, if higher.
7. The legal and constitutional rights of recipients should be fully protected

Comment.-We see great dangers for the coercive and discriminatory appli-
cation of the.requirements of this bill which condition Federal aid on mandatory
work requirements for mothers, mandatory work registration and assignment
for those already working full time, mandatory vocational rehabilitation, a Fed-
eral liability on deserting fathers beyond the application of state laws and the
placing of a lien on all future Federal payments to such fathers, an unlimited
authority for third party payments, Anda mandatory obligation to repay interim
benefits received pending the outcome of a fair hearing which is adverse to
the person appealing. We recommend the deletion or modification of all those
provisions.
8. %"o improvements in the public welfare sVterm should be such as to reduce

the effectiveness of measures to prevent need or obscure the urgency of 8teps
for their improvement

Comment.-It would be a tragedy if this or any other welfare measure served
to (lull the sense of urgency that should lead to strengthening and extending
those basic measures of economic and social reform that prevent poverty before
it occurs. Supplementation of full-time wages points up the need for a higher
minimum wage; new provisions for training and child care, the need for expan-
sion of the job market; higher old age assistance; the need for more adequate
social security benefits; rjsing medicaid rolls, the need for universally available
and rationally organized health services. These and other basic social reforms
are the way to reduce the ultimate cost of welfare and are, therefore, relevant
to thtsblll.

SIGNATOI- OP THE FORUM ON SOCIAL ISSUES AND POLICIES OF THE NATIONAL
ASSEMBLY FOR SOCIAL POLICY AND DEVELOPMENT, INC.

Organizations
American Jewish Committee, Bertram H. Gold, Executive Vice President.
American Parents Committee, Inc., George J. Hecht, Chairman.
Board of Social Ministry, Lutheran Church in America, Refus Cuthbertson,

Associate Secretary.
Child Welfare League of America, Inc., Joseph H. Reid, Executive Director.
Day Care and Child Development Council of America, Inc., Robert L. Bender,

Associate Director.
Council of Jewish Federations and Welfare Funds, Philip Bernstein, Executive

Vice-President.
Family Service Association of America, Clark W. Blackburn, General Director.
Florence Crittenton Association of America, Inc., Mary Louise Allen, Execu-

tive Director.
National Board, Young Women's Christian Association, Mrs. Robert W. Clay-

ton, President
National Council of Churches of Christ in the U.S.A., John McDowell, Director

for Social Welfare.
National Council for Homemaker-Home Health Aide Services, Inc, Mrs. Flor-

ence Moore, Fxecutive Director.
National Conference on Social Welfare National Board, Joe R. Hoffer, Execu-

tive Secretary.
National Federation of Settlements and Neighborhood Centers, Margaret

Berry, Executiv Director.
Travelers Aid Association of America, A. D. Bell, Jr., President
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United Church of Christ Board for Homeland Ministries, Hobart A. Burchr
General Secretary (Health and Welfare).

Women's International League for Peace and Freedom, Rosalie Riechman,
Legielotive Representative.

Texas United Community Services, Warren B. Goodman, Executive Director.
Wisconsin Welfare Council, A. Rowland Todd, Executive Director.
Public Welfare Committee, Welfare Federation (Cleveland, Ohio), Richara

E. Streeter, Chairman.
Welfare Recipient Advisory Council (Honolulu, Hawaii), Lena K. Reverlo,

Project Director, Lyn Hemmings, Project Director.
Community Services Council of Brevard County (Merritt Island, Florida),

Kenneth M. Storandt, Executive Director.
Public Issues Committee, Family Service of the Cincinnati Area, Jullen E.

Benjamin, M.D., Chairman.
Department of Employment and Social Services (Baltimore, Maryland),

Rita C. Davidson, Secretary.
Young Women's Christian Association of Roanoke Valley, Virginia, Gladys

I. Mason, President, Board of Director.
Young Women's Christian Association of Lockport, New York, Mrs. Howard

C. Loomis, Executive Director.
Young Women's Christian Association of Columbus, Ohio, Jean M. Hodil,

Executive Director.
Greater Hartford Community Council, Mrs. R. Leonard Kemler, Chairman,

Public Affairs Committee.
Lehigh Valley Community Council (Bethlehem, Pa.), Lillian M. Ribble,

Planning Director, Francis J. Cosgrove, Executive Director.
Community Service Society (New York) Committee on Family and Child

Welfare, Mrs. David B. Magee for the Committee.
Individuals

Mrs. Florence Moore, Executive Director, National Council for Homemaker-
Home-Health Aide Services.

Mrs. J. Cabell Johnson, Trustee, The National Assembly for Social Policy
and Development, Inc.

rMs. DeLeslet Allen, Trustee, The National Assembly for Social Policy
and Development, Inc.

Mrs. Lois Whitman, Community Activities Dept., National Council of Jewish
Women.

Mrs. Mary 0. Walsh, Program Consultant, National Council for Homemaker-
Home Health Aide Services.

Mary E. Blake, Director of Consultation and Field Service, National Federa-
tion of Settlements and Neighborhood Center.

Richard J. Bargans, Director of Personnel, National Federation of Settlements
and Neighborhood Centers.

Ned Goldberg, Director of Development, National Federation of Settlements
and Neighborhood Centers.

John F. Larberg, Senior Staff Consultant, The National Assembly for Social
Policy and Development.

Joseph Reid, Executive Director, Child Welfare League of America, Inc.
Ms. Patricia Bennet, Day Care Consultant, The Salvation Army.
Mrs. Anita P. Robb, Social Welfare Secretary, The Salvation Army Central

Territory.
Mrs. H. Edmund Lunken, Board Member, The National Assembly for Social

Policy and Development, Inc.
Hobart A. Burch, General Secretary (Health and Welfare), United Church of

Christ Board for Homeland Ministries.
Eli E. Cohen, Executive Secretary, National Committee on Employment of

Youth.
Gordon A. Bingham, Social Work Consultant, The Salvation Army.
Edgar B. Porter, Associate Director, National Association of Hearing and

Speech Agencies.
Edith M. Lerrigo, Executive Director, National Board, YWCA.
Nina M. Khinoy, Secretary, Familervice Association of America.
Mrs. Elizabeth F. Trimble, RegionarRepresentative, Family Service Associa-

tion of America.
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Ellen P. Manser, Specialist, Family Development, Family Service Association
of America.

W. Keith Daugherty, Assistant General Director, Family Service Association
of America.

Mrs. Richard L. Ottinger, Social worker, Family and Child Services, Washing.
ton, D.C.

John M. Palmer, Executive Secretary, Community Services Council of Cal-
houn Co., Inc., Anniston, Alabama.

Gerard J. Cerny, Executive Director, Rome (N.Y.) United Fund.
Gwendolyn Kim, Community Social Worker, Legal Services Project, Waianae,

Hawaii.
George N. Moorhead, Associate Director, Health, Health and Community Serv-

ice Council of Hawaii, Honolulu, Hawaii.
George Oraboda, Associate Director, Research, Health and Community Serv-

ice Council of Hawaii, Honolulu, Hawaii.
Charles R. McCudden, Associate Director, Health Facilities, Health and Com-

munity Service Council of Hawaii, Honolulu, Hawaii.
Hiroshi Minami, Executive Director, Health and Community Service Council

of Hawaii, Honolulu, Hawaii.
Edward Este.4, Associate Director, Planning, Health and Community Service

Council of Hawaii, Honolulu, Hawaii.
Jley Er, Information and Referral Director, Health and Community Service

Council of Hawaii, Honolulu, Hawaii.
Henry H. Welch, Ph.D., Executive Director, Metropolitan Council for Com.

munity Service, Denver Colorado.
Mrs. W. June Abrams, Staff Associate, Association Greater Wilmington Neigh-

borhood Centers.
Fern M. Colborn, Commissioner, Fayette County Redevelopment Authority,

Mill River, Pa.
Marianna Jessen, Bureau of Indian Affairs, Washington, D.C.
Robert Z. Green, Director, Center for Urban Affairs, Michigan State University.
John T. McDowell, Director, Forsyth County Dept. of Social Services, Winston.

Salem, N.C.
Corrine M. Callahan, Executive Secretary, New York State Welfare Con-

ference, Inc.
Edward L. Peterson, Executive Director, United Fund of Wayne Co., Rich.

mond, Indiana.
Phyllis J. Day, Special Projects Coordinator, United Community Services,

Jackson, Michigan.
Frederick F. Cerny, Executive Director, Greater Utica Community Chest and

Planning Council.
Kenneth M. Storandt, Executive Director, Community Services Council of

Brevard County, Merritt Island, Florida.
Dr. Mildred Fairchild Woodbury, YWCA, Philadelphia Metropolitan Board

(Formerly Director), Dept. of Social Work, Bryn Mawr College.
Joseph 0. Mroz, Executive Director, Wilmington Senior Citizens Center, Wil-

mington Del.
Raleigh 0. Hobson, Director, Social Services Administration of Dept. of Em-.

ployment and Social Services, Baltimore, Maryland.
Sodelle Berger, Chairman, Evansville Friends of Welfare Rights, Evansville,

Ind.
Joseph J. Dunne, Executive Director, The Community Corncil, Evansville, Ind.
Norman V. Lourie, Executive Deputy Secretary, Penn. Dept. of Public Wel.

fare, Harrisburg, Pa.
John W. McGowan, Executive Director, Health and Welfare Council of Pulaski

Co.. Little Rock, Ark.
Wayne Vasey, Professor, University of Michigan School of Social Work.
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Robert L. Popper, White Plains, New York.
Linda Glazer, Executive Director, United Community Services of Johnson

County, Iowa.
Myron H. Wegman, Dean, School of Public Health University of Michigan.
James A. Forde, Schenectady, New York.
Wilbur J. Cohen, Dean, School of Education, University of Michigan.
Philip Booth, Associate Professor, School of Social Work, University of

Michigan.
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Ilarleigh B. Trecker, Prof. of Social Work, School of Social Work, Univ. of
Conn., Greater Hartford Campus.

Mitchell I. Ginsberg, Dean, Columbia University School of Social Work.
Erna H. Bowman, Senior Caseworker, Member of Advocacy Com. Family

Service Agency, Rochester, N.Y.
Kenneth C. Boyd, Executive Director, Family and Children Services, Daven.

port, Iowa.
A. Rowland Todd, Executive Director, Wisconsin Welfare Council.
Lawrence K. Koseki. Associate Director, Social Service, Health and Community

Services Council of Hawaii.
Norman Van Klompenburg, President, S.D. Chapter, National Association of

Social Workers.
Pairicia R. Conrad, Social Worker Public Welfare Board of North Dakota.
Margaret B. Dolan, Prof. and Head, Dept. of P.H. Nursing, University of N.C.,

School of Public Health.
Hugo Adam Bedau, Prof. of Philosophy, Tufts University, Medford, Mass.
Mary M. Coleman, Staff Member, Family Service Association of America.
Thomas Rafferty, Staff Member, Family Service Association of America.
Alice S. Adler, Staff Member, Family Service Association of America.
Therese Skarsten, Staff Member, Family Service Association of America.
Peg Manning, Staff Member Family Service Association of America.
Alice S. Adler, Staff Member, Family Service Association of America.
Emily Bradshaw, Staff Member, Family Service Association of America.
Mark D. Feldman, Staff Member, Family Service Association of America.
Diedrich J. TietJen. Staff Member, Family Service Association of America.
.Marcel Kovarsky, Staff Member, Family Service Association of America.
June Thompson, Staff Member, Family Service Association of America.
Alice McCarthy, Staff Member, Family Service Association of America.
.Marcia Kovarsky, Staff Member Family Service Association of America.
.Marian Emery, Mary, Staff Member. Family Service Association of America.
Margaret Mangold. Staff Member. Family Service Association of America.
Patrick V. Riley, Staff Member, Family Service Association of America.
Bette Ryan, Staff Member, Family Service Association of America.
Mary Ann Jones, Staff Member, Family Service Association of America.
Pauline Cohen, Staff Member, Family Service Association of America.
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Ily Service Association of America.

:STATEMENT OF TIE NATIONAL AsSOCIATION OF MANUFACTURERS ON TITLE IV OF
H.R. 1

The National Association of Manufacturers appreciates this opportunity to ex.
press Its views on the important matter of welfare reform, as embodied in Title
IV of Ir.R. 1. NAM is a voluntary association of business concerns of all sizes,
located in every state, and operating in all areas of industrial activity.

This statement is centered on Title IV because the so-called welfare crisis in.
*volves primarily the Aid to Families of Dependent Children program. The As-
sociation will also comment on Social Security and medicare.

We have specific comments on such details of Title IV as eligibility, work re-
• quirements. work incentives and administrative safeguards. However, we first
wa nt to put welfare reform into a broader context.

We are not starting from scratch to design a welfare program f9r needy fam-
Ilies. The nation Is faced with the consequences of permitting the AFDC program
to continue for almost forthy years without fundamental re-evaluation of its
applicability to contemporary problems. This mistake. has been tragic in human

-terms and has severely strained fiscal resources. Therefore, we approach the Title
IV proposal from two points of view: (1) that of Intergovernmental relations and
responsibilities within the federal system; and (2) that of welfare reform re-

.quirements.
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TITLE IV AND THE FEDERAL SYSTEM

Our preference is for private sector solutions to social problems where pos-
sible, and for state-local solutions where government must be involved. But the
size of the public assistance caseload and forty years of dependence on the pub-
lie sector for its operation appear to rule out the possibility of a return to vol-
untary, private-sector financing.

If public assistance has become ingrained as a government function, where in
our federal system does responsibility for it fall? There are actually three major
aspects to welfare and public assistance programs-income maintenance, admin-
istration, and the provision of social services. The differences among then tend
to be obscured by the discussion of costs and the question of who should finance
the program.

It is a basic concept of public finance that the level of government providing
the funds should have control over, and responsibility for, the way they are spent.
The present AFDC program is a flagrant violation of this principle. The states
determine the level of benefits and the federal government is required to provide
financing on a matching basis. The federal share of public assistance payments
for the current fiscal year was estimated in the 1972 Budget at 57 percent of
total program costs. Specifically with respect to AFDC, the federal share is
more than 80 percent of the payments to families in some states, with the median
at 59 percent. In addition, the federal government pays 75 percent of the cost of
solcal services--also on an open-ended basis-and about half of the administrative
costs. The extent of the federal government's heavy financial commitment to these
programs is not widely recognized. At the same time, the Congress has no oppor-
tunity to review benefit levels or even to evaluate the effectiveness of the program.
A recent survey by HEW's Social and Rehabilitation Services showed errors-
approximating $500 million a year-mostly identified as the consequence of an
inadequate quality control system and the absence of effective federal sanctions.

In addition to the lack of any real control over the accelerating costs of AFDC,
under the present system widely differing benefit levels contribute to distortions
in the labor markets, to serious rural and urban area dislocations, and social m-
rest. Along with many opponents of Title IV, we are concerned about the extension
of government aid to the so-called working poor. However, to reduce the wide
disparities in benefit levels between the states and. at the same time. deny aid
to the working poor could lead to a complete (isintegration of lito' markets in
certain states. The objective, of course. is to bring these people, ninny of wlhonx
accept welfare as a way of life, into the labor force and the productive economy-
not to make support programs competitive with work. We are not certain what
the precec effect of H.R. 1 would be on the labor markets and worker motiva-
tion-although the evidence in hand is not unfavorable and certainly does not
tend to confirm the dire predictions of the most zealous opponents of Title IV.

We particularly approve the attempt in this legislation to bring social service
costs, as well as income maintenance costs, under some sort of control. We believe
that the actual administration of social services should be in the hands of state-
local .,encies.

THE CRITERIA FOR WELFARE REFORM

We support the basic work-oriented approach of Title IV, although we are
well aware that it is not a cure-all. Both its more ardent proponents and its more
zealous detractors, appear to us to be expecting-or fearing-much more from
this legislation than is realistic whether from the point of view of the beneficiary
or the taxpayer. For example, although we have a great distaste for the concept
of a flat-benefit guaranteed income, we feel there has been too much attention
to semantics in this case. Right now, in fact, we have 54 "guaranteed income"
plans and virtually everyone agrees that they do not work. Title IV requires
welfare recipients to acceptertain responsibilities to society at large--including
the critical work requirement and retraining provisions--and in this sense it is
not, in our opinion, a guaranteed income plan. Tn-our view Title IV is neither
an over-all solution to the problems of poverty nor a great give-away. It is an
attempt to get some feasible national standards for assistance, to establish incen-
tives for self-improvement, and to institute some more effective control over the
financing and administration of these programs.

Members of this Committee have expressed considerable concern about the
possibility that the work incentive might prove ineffective, or even a disincentive,
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under certain circumstances and in certain localities if existing statutes relating
to public housing, medicaid and other welfare-type programs were unchanged.
However, it is well to remember that such results would obtain not from the
structure of Title IV itself, but from the operation of existing categorical aid
programs. It may well be impractical to restructure all these programs at once
but it would not be impossible to do so to bring them in line with the basic goal
of work-oriented welfare reform.

Because the goal is to bring a portion of the population into full participation
in the economy, the basic economic facts cannot be ignored. We have the following
recommendations to make with respect to four aspects of the bill with important

-economic imptications--the work incentive, the wages to be accepted by bene-
ficlaries, the eligibility of strikers foz benefits and the importance of private

.sector employment.
ECONOMIC CONSIDERATIONS

1. The Work Incentive.-A great deal of the discussion of this bill Is confused
by comparison with the present situation under a number of federal-state pro.
grams. This is particularly true of the work incentive, which is a crucial aspect
of the reform. Although the AFDC program was originally designed to provide
temporary assistance to families, it has long since become a support program.
'That is the source of much of our dissatisfaction with it and much of our concern
with the "welfare subculture" which has developed in its wake. Congress tried
to remedy this, particularly by the establishment of the Work Incentive Train-
ing program. However, in many states the combination of limited work incentive
and lax administration made this ineffective. The recent establishment of a
federal work requirement in H.R. 10004 was a step to correct this situation.
However, the WIN experience up to now does not give us a satisfactory basis
for evaluating the work incentive in H.R. 1.

Obviously we cannot undo the AFDO experience, which will affect the motiv.a.
tion to work of those who have been brought up under it. Although Title IV
gives us a place to start to redirect our efforts, it does not guarantee that the
work Incentive will be effective for all those able to work now receiving AFDC
payments.

We feel that there has been an unfortunate over-use of the concept of "tax
rate" in reference to the reduction of benefits as earnings increase. After all,
the purpose of Title IV is not to provide continuing support for families but to
give them an incentive to become self-supporting. We believe that the Impor.
tant aspect of the incentive is that a family should always have more income as
its own efforts increase. The basic formula for providing benefits under Title IV
appears to meet this requirement in principle, although some exceptions will
undoubtedly arise. Under the circumstances-and particularly in light of the
nagging matter of cost constraint-we feel that the formula presently Incor-
porated in the legislation should be tried for an adequate period before any
attempt is made to modify the incentive.

2. Eligibility Requirements and the Problem of Strikes.--As the legisla-
tion now stands, participants in long strikes could become eligible for benefits.
The extent to which strikers have been availing themselves of public assistance
has been brought to the public's awareness by the General Electric strike of
1969-70 and the 1970 General Motors strike, as well as by the International Tele-
phone and Telegraph Corporation's, court challenge of welfare payments to
strikers in Massachusetts. The cost to the states is reflected in the fact that
more then ten states are joining the International Telephone and Telegraph
Corporation in asking the Supreme Court to re-hear that case.

However, much more is at stake than money. Public subsidy of strikers di.
rectly diminishes the deterrent to strike, thus increasing the number of strikes
and their duration. Requiring taxpayers, including industry, to finance strikes-
although indirectly-means that they are made to subsidize an economic weapon
that is used against them. Public welfare funds should be used for the funda.
mental purpose for which they are appropriated and not to subsidize one side
in an economic dispute.

The use of public funds to support strikers involves the government directly
in labor disputes, contrary to our labor laws and their intent. Therefore, we
urge amendment of the definition of eligibility so that strikers and their families
will be barred from receiving benefits under this program.

8. Wage Boate in Private Bector Jobs.-In its present form, H.R. 1 would
permit an individual to reject employment if the wage offered is below that locally
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prevailing for similar work or less than 75 percent of the federal minimum
wage for private employment and the full federal minimum for public service.
Many jobs--an estimated 5.5 million--are not presently covered by federal mini.
mum wage legislation. This provision. if unchanged, would extend the federal
minimum wage legislation as a standard for wage payments without debate as
to its effect on the economy or job opportunities for low-skilled people.

We support using the standard of "prevailing local rates for similar work,"
but are equally strongly opposed to use of the federal minimum as a standard
for payment unless the job involved is already covered by federal wage-and.
hour legislation. Our opposition is twofold. First, we believe that the minimum
wage legislation and its possible extension should be debated in its own right
and'not "blanketed-in" in the name of welfare reform. Our second objection is
the practical one that this level of payment will be self-defeating in that it will
reduce the number of job opportunities available to the beneficiary population.

There is general agreement that the present AFDC crisis reflects the break-
up of families whether by separation, desertion, divorce or illegitimacy. This
social crisis has not occurred in isolation. It represents, in particular, a rejection
of low-level jobs even by those who cannot do more productive work. This atti.
tude has been supported in many areas by high benefits that compete with wages
for those lower skilled jobs. The payment standard in this bill attempts to rgmedy
this by arbitrary wage rates. This doqs not, however, solve the problem. Indeed,
it may aggravate it.

What is needed is skill improvement; in many cases the very experience of
holding a job is itself the best way to achieve that. Setting an artificial cost
barrier will prevent many of these people from getting that first cruci, job. The
important thing is to replace welfare with work opportunity but taere is no
economic justification for an additional subsidy of paying a welfare recipient
more than the economic value of his work.

4. Transitional Funotion of Public Sertvce Employnwnt.,--The legislation an-
ticipates 200,000 public service Jobs in the first year, with incentives to the em-
ploying state and local governments to make this employment transitional. This
Incentive takes the form of a reduced federal contribution to the cost of such
employment for each year the beneficiary holds one of these jobs. In order to
strengthen this incentive, we recommend that the federal share be reduced more
rapidly than is now contemplated and that it finally disappear entirely instead
of continuing at a 25 percent rate after the fourth year.

One of the safeguards written into the bill, with respect to keeping this shel-
tered employment temporary, is the requirement that the employee's record be
reviewed every six months to see whether he can go on to other work. It seems
to us, that, with the many administrative problems relating to the Implementa-
tion of the entire reform program, it would just not be feasible to have an effec-
tive review for a caseload of this size on a six-month basis at the beginning of
the program. We suggest, therefore, that the first review be made after 12
months and be thorough and on the basis of objectives guidelines. From the
beginning of the second year of operation, presumably July 1, 1974, the semi-
annual review should become effective.

ADMINISTRATIVE, CONSIDERATIONS

Appropriate administration is crucial to the success of this welfare reform pro-
gram. The range of decisions formerly left to caseworkers-many of whom are
not professionals--and the consequent overly permissive interpretation of rules
has contributed to the explosion of the AFDO caseloads and specifically to the
problems of WIN. We are, therefore, very pleased that the administrative pro-
visions of H.R. 1 give promise of more uniform and stricter enforcement. The
requirements for proving eligibility, the stronger penalty for parents who desert
their families, and the requirement for reapplication after being on the rolls for
two years, are examples of steps in the right direction. So is the wording of the
provision that permits an individual to reject employment or training only if
other opportunities are available to him, as well as within his demonstrated
capacity.

Although H.R. 1 provides for checking on eligibility and for use of social se-
curity numbers to monitor family incomes, it is apparent that there is a general
concern about fraud because, in the present program, there is considerable op-
portunity for fraud, and there have been numeroutl documented instances to vail-
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date that concern. It is important to the acceptance and subsequent success of
this program that the public be reassured on this matter. We are, therefore,
suggesting that the experience of New York State with an Inspector-General be
monitored with a view to adapting this type of independent office to the family
programs.

The separation of the caseload so that employables are handled in a work-
oriented atmosphere, for which the Department of Labor is responsible, is also a
desirable innovation. We recognize that the mere separation of the caseload
will not of itself obviate the need to emphasize constantly that the goal is employ-
ment and training for employment and not merely support. Setting up this
program will take some time. Because of the possibility that executive reorga-
nization would place both the Opportunities for Families Program and
the Family Assistance Progro x in the same Department of Iuman Affairs, we
believe that the legislation should be written to assure the continued separation
of the caseloads under that circumstance.

SUMMARY

The size and rapid growth of the AFDC caseload make welfare reform a na.
tional priority. Major problems of the present program stem from the wide
variation in benefits among states and the fact that the financing formula
is a flagrant violation of the principle that the level of government primarily
responsible for funding a program should have control over, and responsibility
for, the way the funds are spent.

The specific work incentive and work requirement principles in Title IV of
H.R. 1 merit serious attention of Congress with a view to early enactment. We
particularly approve the attempt to bring social service costs under control
but believe that the actual administration of necessary services should be In
the hands of state-local agencies.

We believe this legislation would be strengthened by the following changes:
1. Denial of benefits to strikers and their families.
2. Use of local prevailing wages, rather than the federal minimum, or per.

centage of it, as the standard for acceptable pay rates for Opportunities for
Families beneficiaries

8 Recognition of the transitional function of public service jobs by a faster
reduction and eventual phasing out of the federal contribution to state-local
governments.

4. Consideration of adoption of the "Inspector-General" approach to checking
on the administration of eligibility requirements and such related issues as
search for deserting parents.

5. Assurance that the Opportunities for Families Program and Family Assist-
ance Program caseloads will be administered separately even if the Depart-
ment of Labor and HEW are eventually merged into a Department of Human
Affairs as the result of executive reorganization.

Welfare reform is not without risks. However, the risks of not changing course
are certainly greater. If we are fully aware that a new approach will need
modification based on experience, we should avoid raising unrealistic expecta-
tions and be able to assuage unrealistic fears.

STATEMENT OF CARL C. MoCRAVEN, NATIONAL EXECUTIVE BOARD MEMBER, NATIONAL
ASSOCIATION FOR THE ADVANCEMENT OF COLORED PEOPLE (NAACP), AND CHAIR-
MAN, HEALTH COMMitrE, SOUTHERN CALIFORNIA NAACP

I appreciate the opportunity afforded -me by the Senate Finance Committee,
its Chairman, Senator Long, and the staff to express my views on the amend-

- ments to the Medicare and-Medicaid programs contained in H.R. 1, Social Security
Amendments Bill of 1971.

My brief remarks are based upon the following assumptions:
1. All American citizens have a right to equal access to health care services

without regards to race, religion, economic status or locality.
2. Adequate health care is essential to young Americans in order for them

to develop into self-sufficient citizens. This is particularly true for the poor
who must look forward to earning at an early age if they are to escape the
conditions of poverty in which they were born.
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3. Good health care at an early age diminishes the likelihood of chronic
health problems in middle age.

4. A condition of good health for American citizens is a national goal and
the use of federal resources to bring it about a national policy.

The Medicaid history of the past year in California has raised serious ques-
tions as to whether these goals are, in fact, still national policy.

Preventive, comprehensive care, the basis upon which good health is achieved,
was the original purpose of Title XIX of the Social Security Act. Instead of
working toward that goal, California and, it appears, certain portions of this bill
are devoted to returning us to sick care rather than health care. Sick care always
has been expensive but for the poor it is tragic as well as expensive. The poor
are sicker than the non-poor. They will remain sicker-and poor-until early
preventive and educational health supervision breaks the cycle. The California
cutbacks have removed all semblances of comprehensive care, ham-stringing the
ghetto physicians and discouraging the poor from even attempting to enter the
health system. In our concern we have become intimately acquainted with the
effects on every level of the program reductions. This experience has caused us
to have some very explicit concerns about certain portions of H.R. 1. I will dis-
cuss those portions, not intending that my lack of discussion of other provisions
of the bill should indicate agreement or disagreement with them.

Section 230 of the bill would repeal that portion of the Medicaid law which
requires that the states make efforts to provide comprehensive medical services to
all the needy by July 1, 1977. That section, 1903(e), expresses the basis of the
intent of Congress when the law was made. Its repeal would give federal sanctions
to states wishing to be relieved of the responsibility of working toward that goal.

Section 208, dealing with cost sharing under Medicaid, extends cost sharing
provisions while, in fact, we ought to be reducing or eliminating such provisions.
Over the past year there have been constant attempts by state and federal gov-
ernment to solve the problem of provider misuse and other basic problems within
our health care system by abridging the rights of the poor to health care. This is
both unfair and shortsighted. The old saying, "throwing the baby out with the
bath water," seems to best describe our state and federal policies on our health
care problems. The mother of small children ought not be put in the position of
deciding between physician visits and other fundamental necessities. Or indeed,
between which of her children needs most to see a physician. Either supporters
of this provision have never been poor or they have short memories. Let me re-
mind ynu, a dollar a few days after payday is a lot of money when you are poor.

Furthermore, there is much evidence to refute the allegations that over-
utilization, which cost sharing is supposed to curtail, even exists. Except for the
initial visit, the physician makes the decisions for subsequent visits and choice
of treatment.

I am informed that utilization experiences of O.E.O. health programs have
been documented in studies that show neighborhood health center enrollees aver-
age 4 to 5 visits to a physician each year, which is about the same as the national
average. Further, although the national physician visit rate is 4.2 visits per year,
the current Medicaid rate in California, without financial participation from
the recipient, is 2.0 per beneficiary. The NAACP units for which I speak urge
that Section 208 be amended to eliminate all cost sharing provisions under
Medicaid.

Section 209, restricting eligibility and imposing a spend down requirement on
families, involves complex differences in eligibility levels between states and
the various programs for financial aid. Without discussing these technicalities
I will simply state that Section 209 establishes a federally enforced Medicaid
cutback and perpetuates bureaucratic harassment of the medically needy and
needs to be re-drafted to Insure that all medically needy receive Medicaid and
that "medically needy only" categories not be reduced.

Section 205, cost sharing for Medicare recipients, is unfair to our senior citi-
zens, especially those who are poor. Wouldn't It be ,much better to institute in-
vesttgations of misuse and, In the process, weed but unscrupulous providers,
thereby aiding the elderly as well as reducing possible misuse of federal funds?

Section 231 allows the states to reduce or terminate services or programs not
required as part of the basic five services of Medicaid without approval or review
by HEW. One non-required benefit Is drugs. Our experience in California with
cutbacks in the allowable drug formulary has shown the folly of such thinking.
.A special investigating committee of California Assemblymen headed by Assem.
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blyman Gordon Duffy Investigated the effects of the cutbacks early in 1971.
They received a mountain of documentation of problems caused by forcing physi.
clans to try to provide medical care without drugs. We feel that Section 231
should be repealed. Making the recipient pay the price for states' mismanage-
ment of health care delivery further erodes the goal of comprehensive care.

The use of the HMO. concept has, in general, indicated that it is a progressive
step in the direction of reorganization of the delivery system, a necessity if we
are to improve our level of health care. I have one major point to make about
HMO's as they relate to Medicaid and Medicare. The poor people who utilize
the services of lIMO's will be highly dependent on their services for all of their
medical needs. Since economy of operation is one of the purposes for founding
HMO's, there exists a potential for underprovision of services. A built-In prob-
lem not unlike our present problem becomes apparent; the poor could be made
to pay the price by again being denied necessary or high-level care. Consumer
safeguards must be included to insure that the people who depend on services
will be served comprehensively. There should be more explicit provisions In
H.R. 1 for the complete range of high quality services. Among them should be:

(a) Full time staffs for the basic specialties with minimum physician/enrollee
ratios.

(b) Only Board certified or eligible surgeons should perform surgery.
(o) HMO's should be. required to refer patients to outside specialists when

appropriate.
(d) Consumers and individuals representing consumer groups must be pro.

vided an opportunity to participate in decision-making In their health care pro.-
grams through representation on governing boards and by the establishment.
of grievance hearings.

Thank you, Gentlemen.

STATEMENT BY NATIONAL COUNCIL OF SENIOR CrrxzENS, SUBMITrED BY
NELSON H. CRUIF.SHANK, PRESIDENT

CONTENTS

SUMMARY OF RECOMMENDATIONS
Cash benefits.

25% Increase Needed.
A "Floor of Protection".
General Revenue Financing.
Short of Bold Reform.
Major Improvements Needed.

Health Care.
Recommendations of the White House Conference on Aging.
Reform of Medicare and Medicaid.
'Reasonable Cost" and "Reasonable Charge".
Cost Control.
The Delivery System.
Essentials of Reform.
Transferring Part B to Part A of Medicare.
Exclusion of Chiropractic.
Coverage for the Disabled.
Long Term Care.
Catastrophic Health Insurance.

Welfare.
The "Adult Categories".

Attachment "A".
SUMMARY OF RECOMMENDATION

Caelh benefits
Supports Recemmendations of 1971 White House Conference on Aging for am

immediate 25% increase in Social Security.,
Recommends introduction of general revenue financing reaching, eventually,.

one-third of the cost of the program.
Supports automatic cost of living adjustments, when Congress falls to act;

higher minimum for workers with long coverage; Increased benefits for workers
able to postpone retirement; 100% widow or widowers' benefit; improved early
retirement benefits; additional drop out years for benefit calculation; llberallsap-
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tion of the retirement test from $1,680 to $2,000; improvement in method of*
computing benefits when workmen's compensation payments are involved.

Recommends changing from 20 years to 10 the period which a divorced wife.
must have been married to her former husband to be eligible for a wife's benefit.
Health care

Supports recommendations of 1971 White House Conference on Aging in sup.
port of the principles of the Kennedy-Harris National Health Security bill.

Recommends reformed Medicare-Medicaid system in a federally administered,
program covering all residents aged 65 or over without coinsurance or deductibles
or premiums. Physicians and providers fees would be predetermined and alt
would need to agree to accept the program payment as full payment for a given
covered service. Incentives would be included to choose comprehensive prepaid,
group practice with the program providing for consumer representation and.
public accountability at all levels.

Reaffirms support for proposal to merge Part B of Medicare with the Govern.
ment-financed Part A (Hospital Insurance) thus freeing the elderly of the burden!
of spiralling premiums for doctor bill insurance.

Proposes immediate HEW develowljentrof a program of coordinated, continue.
ous, comprehensive medical and soo-al services for the aged for transmission to.
Congress to enactment within two years.

Supports provision in H.R. 1 to require the Secretary of HEW to conduct a
study on the desirability of covering chiropractic services under Medicare. Em-
phasizes this should be done by a competent, recognized, scientific group wholly
independent of the medical profession as such.

Supports the need for extending Medicare coverage to disabled Social Security
beneficiaries under age 65.

Rejects proposals for so-called catastrophic health insurance.
Welfare

Supports Ribicoff amendment to H.R. 1.
Urges that States-with the aid of Federal matching grants-make supple.

mental payments to bring all welfare payments up to current levels.
Urges no mother with small children be required to work unless child care.

centers are easily accessible.
Asks protection for State and Local Government employees who currently

administer welfare programs.
Supports provisions of H.R. 1 applying to adult categories with eligibility sys-.

tern which respects the dignity of the individual.
Supports authorization o f $1.2 billion for 800,000 public service Jobs as against

$800 million proposed under H.R. 1 and urges these Jobs pay no less than the.
federal minimum wage.

Mr. Chairman and Members of the Senate Finance Committee:
As President of the National Council of Senior Citizens, largest group ot

organized older peoples clubs in America, I welcome this opportunity to present
our views on H.R. 1.

Some distinguished Committee Members may remember me from the dar when
I appeared before the Senate Finance Committee as Director of the AFL-CIO.
Social Security Department You may recall that I served on Statutory Ad-
visory Councils on Social Security in the 194849 period, the 1958-59 period and-
in 1964.

Perhaps, I should also add that I have served on the Heainsurance Bene.
fits Advisory Council (HIBAC) since it was set up under the Social Security-
Amendments of 1965 to advise the Secretary of HEW with respect to the Medi.
care program.
My statement is directed to all aspects of H.R. 1, Including Social Security

cash benefits, health care and the welfare provisions of this legislation.
In saying this, I should point out that the National Council of Senior Citizens.

seks a better life for all Americans-the young and middle-aged as well as the,
elderly. Our organization is not just a special interest group for the retirement
generation.

I will begin with Social Security cash benefits.

CASH 3EN1TS
26% noreaee ,ieede4

The National Council of Senior Citizens strongly supports the recommenda-
tion of delegates to the 1971 White House Conference on Agng for an immediate-
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25% Social Security increase as a first step toward achieving the Bureau of
Labor Statistics' intermediate budget for a retired couple amounting to $4,wO a
year as of Spring, 1970 (also recommended by delegates to the White House Con-
ference on Aging).

I need not remind the Committee that nearly 5,000,000 men and women aged
65 or over are impoverished and millions more-2,000,000 more at the very least-
are very, very, close to the poverty line. We all know some elderly men and
women who are perhaps financially well off but rarely do we see the hardship
and suffering of the millions of the elderly who are the poorest of the U.S. poor.
The elderly do not parade their poverty. As a matter of pride, they do their best
to hide it.

Nor need I remind the Committee that men and women age O5 or over repre-
sent more than 10 ner cent of the population.

We all feel the impact of the steady rise in consumer prices-and there is
little indication this rise will be slowed substantially with the present Inadequate
control mchitiery-but the elderly, living on fixed incomes, are hit harder than
ay other group by the continuous shrinkage of their purchasing power that lilts
gone on month after month, year after year without letup.

The stark fact is that more and more low income elderly are being overwhelmed
by the ever rising tide of inflation. During the 1960's and on into the 190's,
the'aged poor increased while all other categories of the poor declined.

As the Senate Special Committee on Aging has often pointed out, there is a
widening gap between what the elderly receive in retirement and what they were
able to earn on the job. The average Social Security benefit of a couple retiring
In 1950 met half the Bureau of Labor Statistics budget cost then, but subse-
quently dropped to a third of that cost, according to findings made by a task force
of experts for the Senate Special Committee on Aging.

Mr. Chairman and Members of this Committee, we all know this Is a matter
of national priorities. I respectfully submit that a nation that can budget the
astronomical total of $78 billion for arms and defense--as President Nixon re-
quested for fiscal '73-can afford to provide a minimum level of comfort and secu-
rity for the millions of elderly Americans in need of help.
A "ftoor o' protection"

We hear a good bit of talk these days about the original intention of the
Social Security program having been to provide a "basic floor of protecting" for
workers when they reach their retirement years. According to this theory bene-
fits are to be held to a low figure and are to be supplemented by such things as
savings, life insurance, home ownership, private pensions, etc.

Whatever the original theory may or may not have been this notion has now
been proven to be illusory. The study of private pensions conducted by the Senate
Special Committee on Aging shows that only a minority of workers, and these
among the most favored in other respects, are in fact recipients of pensions in
retirement.

Pension programs are too often characterized by high eligibility requirements,
are payable only to those with extremely long terms of service in one industry or
for one employer and in most cases make no provision for survivors.

The burdens of family finance during workers' earning years are so heavy that
the possibility of having substantial savings is remote. Perhaps home ownership
has proven, more than any other factor, a bitter disappointment in planning for
economic security. The homes that were suitable for raising their families are
totally unsuited for retirement. Many of them are in the decaying urban centers
where property values are rapidly declining. Worst of all, property taxes have
risen so rapidly in recent years that the home which was designed as a haven
of security in old age has become an economic liability.

Regardless of any theories to the contrary about floors of protection, the stark
fact is that today most people depend upon Social Security-and Social Security
alone-for protection in their retirement years. We cannot escape the fact that if
we are to do anything meaningful about poverty among older people in America
we must make massive improvements in the cash benefit provisions of the Social
Security system.
General revenue financing

Nor was it the intention of the framers of the Social Security Act that it
always rely exclusively on the regressive payroll tax for financing. Early in
the history of the Social Security Act, Social Security experts foresaw the
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need for augmenting the Social Security tax with a substantial amount. of
Federal general revenue'.

As a matter of fact. even without the it-e of greater Federal general funds,
It is iossiblP for Congress to raise the level of Social Securlty 20 per cent now
if it accepts the rising earnings attuarial assumptions relating to the Social
Security trust fund recommended by the prestigious 1971 Advisory Cbuncil on
Social S.urity which published its report last April.

Dr. Arthur S. Flemming, newly named Consultant to the President on prob-
lems of aging and Chairman of the 1071 White House Conference on Aging,
headed this Advisory Council on Social Security.

It is interesting to note that the 1971 Advisory Council chose to recommend
a substantial contribution from Federal general revenues to meet much of the
cost of the Medicare program. However, only a minority of its members recom-
mended allocation of Federal general revenue to help finance the Social Security
cash benefits program.
Mr. Chairman and Committee members, whether or not Congress agrees with

the rising earnings actuarial assumptions relating to the Social Security trust
fund reoimtentledl by the Advisory Council, there are compelling reasons for
a large allocation of Federal general revenues for the Social Security cash
bemu'llts program. As you are aware, full-rate benefits were paid all covered
workers In the early days of the Social Security program as if they had contrib.
uted to it all their working years. Today's workers are still paying this cost
which amounts to an estimated one-third of the cost of the Social Security
program.

The National Council of Senior Citizens urges that, as a matter of equity,
general revenues be used to lift this burden from the backs of today's workers.
One-third of the cost of Social Security program should, in fairness, come
ult lmnte,. from Federal general revenues.

so(-ial S-,ecurity is a great national resource, benefiting the nation as a whole
as well as individual Social Security recipients. It is proper and reasonable that
the nation as a whole share In the cost of the program through allocation of
snlbstnintill F ,dernl general revenue to support it.

Social Security. as you are aware, is the main support of older people--the
chief Iulwark against poverty in later years-but it offers very inadequate pro-
tection for millions of beneficiaries.
,Rhort of bold reform

11.11. 1 would improve the Social Security program but, unfortunately, this
proposal falls far short of the bold reform that would make Social Security a
truly viable method of assuring present and future retirees an adequate share
of the economic abundance they helped create for the majority of our people.

Slciflhitlly, RII. 1 would provide a higher minimum income for workers with
Iong i-verage under the Social Security system, increased benefits for workers
able to xostpone retirement, a long needed raise In the widow's Social Security
beneh1it to make It equal to the primary benefit, improved early retirement benefits
for workers retiring in the future, additional dropout years for the purpose of
improving benefits for all workers and it would raise, from $1,680 to $2,Q00 a
year, the amount of Social Security recipient may earn without reduction of
benefits.

The National Council of Senior Citizens supports these provisions of H.R. 1
with the reservation, however, that the age-02 computation of Social Security
benefits for men also apply to hundreds of thousands who have been eased out
of the labor force prematurely during the current business depression.

H.R. I also includes desirable innovative features such as automatic adjust-
ment of benefits In line with Increases in the cost of living and automatic
adjustment of wage ise taxes credited for Social Security benefits.

The National Council considers the provision for an automatic cost-of-living
adjustment a great Improvement over earlier proposals In that it takes effect
only in case the Congress fails to enact needed Increases. There is thus hope
that future increases will not be limited to mere increases in the cost of living
hut will take account of rising standards of living. The National Oouncll, while
wholeheartedly endorsing the principle of automatic adjustment, urges that
such adjustment be pegged to a higher benefit level and to a higher wage base.

This is where 11.1t. 1 falls short of what is needed to make Social Security
fulfill its goal, namely, replacement of Income lost due to retirement, disability
or death.

U2-573-72--It. 6-15



2956

I consider H.R. 1 essentially a 'patchwork' program that does not come to
grips with the main issue-an adequate income when working years are over.

The 5 percent Social Security increase proposed under H.R. 1 is another in.
stance of 'patchwork' with the patch not covering the gap it should cover. H.R.
1 fails to provide for an increase in benefit levels preceding automatic adjustment
of future benefits to price increases.

Under H.R. 1 as passed by the House, just as many beneficiaries will remain
Just as poor as they now are. They are trapped by a guarantee of poverty. Their
financial condition may get worse-indeed, it Is likely to as advanced age and
deteriorating health deplete whatever resources they may have in addition to
their benefits. They are literally frozen Into poverty.

Furthermore, by not raising the wage base significantly, H.R. I fails to
assure future retirees benefits reasonably related to their previous earnings-
failing, at the same time, to provide more income for the system or to reduce
the regressivity of the tax.
Major improvements ticcdcd

The National Council of Senior Citizens urges that the Senate, building upon
the many desirable features of I.R. 1, take this opportunity to make major
improvements that'are long overdue.

Without a substantial Social Security increase, the elderly will be made to
bear an unreasonable and unfair share of the cost of economic crisis.

Already, the elderly have waited more than six months for action on Social
Security legislation-H.R1. 1 was approved by the House of Representatives last
July-while Congress was voting a whopping $8 billion in tax cuts for business
and corporations.

Must the aged always be forgotten whenever there is an economic crisis?
Because they do not riot or threaten violence, will they continue to be forgotten
and abandoned?

Speaking for the 3,000,000 members of the National Council of Senior Citizens,
I respectfully call upon the Administration and Congress to face up to the misery
aqd suffering of millions of older Americans and do something about it.

This will require a reordering of national priorities. It is a development that
Is long overdue.

In the summary at the beginning of this statement I have listed those elements
of H.R. 1 which the National Council of Senior Citizens supports together with
our additional recommendations.

There is an additional change in the cash benefit program of Social Security
which is not included in H.R. 1 but which, in our view, is required and desirable
as a matter of simple equity, namely changing from 20 years to 10 the period
which a divorced wife must have been married to her former husband to be
eligible for a wife's benefit.

HEALTH OARE

Rccomnenlattona of tho White Ilousc £'onferenco on Aging

One doesn't need to be a health specialist to be able to detail the evidence of
the chaotic state of present health care marked by both fragmentation and
wasteful duplication of services, with overemphasis on costly hospitallNation
and Incentives for unnecessary services.

It is easy, therefore, to understand why the delegates to the recent White
House Conference on Aging urged priority consideration for the establishment
of a comprehensive national health security program, financed through social
security and general revenues, which would Include the aged as well as the rest of
the population.

The delegates to the White House Conference were prohibited by conference
rules from identifying their support of specific legislative proposals by using the
names of authors of bills or the bill numbers. Nevertheless, they Came out strongly
in support of the principles of the Kennedy-Harris National Health Security
bill (8-3) when describing the kind of program they consider necessary to meet
the health needs of all Americans.

It is significant that these delegates, the majority appointed by their Governor
and cleared by the White House, representing all states and from all walks of
life, indicated no support whatsoever for the Administration's health proposal
which accepts the inevitability of the present "non-.system" and merely pumps
In more dollars without disturbing the status quo.
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The White House Conference delegates urged that National Health Security
be financed through wage and payroll taxes and contributions from Federal

.;eneral revenues, ensuring that health care expenses would be a shared respon-
.ability of the government, employers, and individuals. They insisted there should
be no deductibles, copayments or coinsurance.

The delegates felt that the Government should assume responsibility for as-
suring an adequate supply of health manpower and essential facilities and for
improving the organization and delivery of services.

In contrast, the Administration would set up two types of health insurance,
providing a bonanza for the insurance industry which-as our experience with
Medicare shows-has performed poorly while profiting richly. The Admini-
stration's health proposal perpetuates invidious distinctions in health care
-l ed-6n income and falls far short of universal coverage. The Administration's
proposal relies heavily on deductibles and coinsurance-made no more palata-
ble in actual practice by the euphemism of "cost sharing." This would in-
evitably cause the patient to postpone needed care.

The delegates to the White House Conference on Aging realized there might
be some delay in Congress enacting National Health Security. However, they
also recognized the desperate health needs of older Americans and so they
called for an expansion of Medicare and Medicaid benefits until such time as
a National Health Security program is enacted.

The White House Conference Report recommended new benefits including, at
a minimum, Medicare coverage of out-of-hospital drugs, Medicare coverage
of care for the eyes, ears, teeth and feet (including eyeglasses, hearing aids,
dentures, etc.); and improved services for long term care and expanded and
broadened services in the home and for other alternatives to institutional
care. " -

Such expansion of Medicare, the White House Conference Report said, should
include elemination of deductibles, coinsurance and copayments, and all pro-

. visions discriminatory to the mentally Ill. It recommended the same age for
eligibility for Medicare as for Social Security cash benefits. To achieve this
expansion. the report called for greatly expanded use of general revenue
financing for the Medicare program.
Rgform of medicare and medlcaid

Reform of the health care system for the Medicaid segment of the popula-
tion most in need of medical care-cannot wait until the system is restructured
for the total population. Recommended changes In Medicare-Medicaid could
help pave the way for a reformed health care system for the total population.

H.R. 1 recognizes this concept including the provision to extend Medicare
to persons entitled to disability monthly cash benefits under Social Security
and Railroad Retirement programs after they have been entitled to disability
benefits for two years.

The National Council of Senior Citizens calls on the Senate Finance Com-
mittee to support the recommendations of the White House Conference on
Aging by adopting certain principles for the reform of Medicare-Medicaid
which are compatible with National Health Security. We suggest these prin-
ciples from our members' day to day experience with Medicare-Medicaid. They
know what a blessing the Medicare program has been; they also know its
deficiencis.

What has Medicare accomplished and where has it fallen short?
It has succeeded brilliantly in these major areas:
Most of America's 20 million older persons have been relieved of a major

part of the crushing cost of medical care and the dread fear of financial
.catastrophe resulting from an acute illness.

IComplexities that could have thwarted the Medicare program have been
overcome. However, it must be noted that Medicare procedures still seem un-
necessarily complex to the ordinary beneficiary.

Medicare has not lived up to expectations in these respects:
Preventing a dangerously rapid increase in the cost of medical services.
Hastening changes in the health delivery system that are necessary to

improve the quality of care.
Meeting the needs for long-term care on the part of the very old and the

chronically ill
The reasons for these shortcomings are many and complex.



2958

"Reaso nablo cost" and "reasonable change"
First. with respect to the rising costs, much has been said about the failure

of early Medicare planners to anticipate these increases. I submit that the mis-
takes that were made were not so much In the areas of utilization and estimates
of need but.in the basic concept incorporated in the Medicare law, namely, that
the liilt of liability under an insurance scheme could rest on the notion of
"reasonable cost" and "reasonable charge."

Five years experience has shown that many of the so-called "reasonable costs"
under Medicare Part A (hospital insurance) are simply cost-plus operations of
an uncontrolled and unplanned hospital industry. The "reasonable charge"
approach under Medicare Part B (doctor insurance) opened the way for charges
often having little relationship to past practices as no one really knew what
customary charges were.

Tl result was in all too many instances "reasonable charge" in practice be-
came all thc charge tho traflc would bcar.

Many providers followed the long established practice of conidering the fact
of a patient's being insured a factor in his ability to pay, and proceeded to add
charges above the allowable amounts. After two years experience, the Social
Security Agency finally got around to limiting the allowable amounts payable
under Medicare but the net result in all too many eases was a decrease in the
proportion of the total cost of medical care covered by the program. As if this
weren't bad enough, the decrease in the coverage was accompanied by steadily
rising premiums.

In 1965 the public and the, Congre s, relied mainly on two factors to limit the
liability assumed by the Medicare program.

Self restraint on the irt of the medical pr, fe.sllons. a id

Controls exercised by Medicare insurance carriers and intermediaries.
Both proved woefully inadequate.
I am citing these well-known facts not in criticism of the program it.self or

even of the providers many of whom have dote a conscientious Job of carrying out
the basic purposes of the program.

What seems to me most important is the lesson to be drawn, namely, that it
is not possible simply to provide a method of payment that will greatly increase
the effective demand for a linited supply of health services without also pro.
riding some control over the econotie processes and without taking major steps
to increase the supply.
Cost Control

H.R. 1 as passed by the House approaches this very vital matter of cost con-
trol. but falls far short of meeting the need In this area.

The limits established by the bill on provider costs recognized as rea.xonable and
the limits on prevailing charge levels, and the provision for termination of pay-
ments to suppliers of services who abuse the Medicare or Medicaid programs are
desirable steps in the direction of needed control. However, no real relief from
escalating physician fees under Medicare Part B will be provided beneficiaries
so long as physicians are permitted to charge patients through the direct billing
inethod amounts above those established under the law as reasonable.

The National Council of Senior Citizens supports the encouragement to the
development of Health Maintenance Organization contemplated in H.R. 1. It is
hoped that when the measure becomes operative there would be some agreement
as to what an "HMO" is.

The National Council of Senior Citizens also strongly supports the proposal in
House-passed H.R. 1 that would authorize the Secretary to establish periods
for which a patient would be presumed to be eligible for benefits in an extended
care facility or for home health services. We hope this would eliminate the
retroactive denial of benefits that have proven such a tremendous burden on
elderly people and which have given rise to piore complaints about the Medicare
program than any other feature.
The Delivery System

Let me turn now to the second major short-fall of the Medicare program-its
failure to make basic changes in the health care delivery system. It is hardly fair
to refer to this as a "failure" because the program never attempted to alter the
system and it didn't try sImplT' because the law specifically forbade it to do so.

Back in the days when Medicare was being formulated, all of us-the pro-



2939

ponents of the plan and our representatives in Congress-were constantly
assuring the medical profession. the hospitals and indeed the public that we were
not altering the system in any way at all. We were simply providing a method of
payment for health services within the existing system. I'm convinced the public
as well as health care providers wanted, even demanded such assurances in 1965.

But times have changed. Public opinion has changed. In the light of our present
experience, not only with Medicare, but with Medicaid, and with a multitude of
private health insurance schemes, the public is now convinced that there must be
some major alterations in our health care system. The demands of the public in
the 1970's in this respect are just the reverse of what they were in the early
1960's.

The consciously accepted limitations of the program also apply to the third
major area of the public's dissatisfaction with Medicare, namely, the lack of
provision for long-term care of the very old and chronically ill. Back in 1965 we
were attempting no more than to provide for the elderly the protection available
to the great majority of people still in their working years. Medicare was modelled
on Blue Cross and Blue Shield, and these plans were deficient in the area of
long-term care, Here, too, public attitudes have changed.

Mr. Chairman, my remarks thus far have made clear, I trust, that the Na-
1ional COmncil of Senior Citizens has strnog rnsons for Iblieving that National
lhoalth Securlty is the only answer to the health crisis with which we are
faved. But the National Council Is also realistic enough to recognize that Congress
may have to take some time to develop such a comprehensive health care program
for the total population.
Essrntlai of Reform

We therefore offer for your consideration the essentials of of a reformed
.Medicare-Medicaid system which-if not actually paving the way for National
Health Security-would at least assure that health care suppliers do not con-
tinue on divergent paths. We are cautious about any claims of "paving the way"
or "providing valuable experience" because we understand that a health program
limited to only part of the population-and Indeed the most vulnerable part-
cannot possibly have the financial leverage for reform and restructuring which
is basic to National Health Security.

In essence, our plan would merge ,Medleare-Medlcald in a Federmlly admin-
istered program covering all residents age 85 or older, all other Social Security
beneficiaries, and the adult categories, the aged, blind and disabled receive cash
assistance.

Benefits now provided under Medicare would be expanded and payabhle with.
out coinsurance or deductibles. In-patient hospital serve. c--regardleso (of prior
hospitalization-would be coveerd for up to 120 days without limit if furni.thed
in a nursing home owned by or affiliated with a hospital or comprehensive health
service organization. Outpatient prescribed drugs would be covered on a com-
prehensive basis If furnished through a health service orgainzation. Otherwlse,
coverage would be limited to drugs needed for maintenance therapy or especially
costly drug therapy.

Under the proposed program, services would be covered only if performed by a
qualified "participating" provider who would have to agree to accept the program
payment as full payment for a given covered service.

Particiating physicians who chose to be remunerated on a fee-for-service basis
would have their fees predetermined by the agency. Institutional providers would
be paid on a prospectively proved budget basis. Thus, the beneficiaries would
be assured that they will not be billed for any covered services. At the same
time, cost controls are built into the system.

Incentives would be included for both providers and beneficiaries to choose
comprehensive prepaid group practice with its emphasis on preventive care
and reduction of institutional care.

The new program, whether administered through new channels or by the
Social Security Administration, would provide for consumer representation and
public accountability at all levels.

Such a program, we know, will be an expensive one, concentrating as it does
on the high risk groups. Without knowing the exact size of the price tag,.certain
financing principles can be agreed on at the start.

Federal general revenues should finance 100 per cent of the costs for bene-
ficlarles other than those eligible for social security benefits. Social Security
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beneficiaries should not have to pay any premiums. Some portion of the cost of
their coverage should be borne out of Federal general revenues with the re-
mainder financed by a payroll tax. The payroll tax should be the same for em-
ployers and employees.

These, In brief, are the principles for reforming Medicare-Medicaid that the
National Council of Senior Citizens advocates.

The National Council, from Its day-to-day knowledge of the problems that older
people encounter with these programs as well as its experience in trying to fill
gaps in protection, is well qualified to speak to the problem and to the principles
for solution. Nothing short of National Health Security for the total population
can have the financial leverage needed to restructure the Nation's health care
system.

We believe, however, our proposal deserves consideration as a first step in
reform.
Transferring part B to part A of medicare

The National Council of Senior Citizens has long beon a supporter of the
proposal to merge Part B of 'Medicare with Part A (which is solely government
financed) to free the elderly of spiralling premium costs.

There appears to be a strange mixture of rhetoric and fiscal legerdermain in
the Administration proposals In this area.

You will recall that a year ago at this time the President's health me.sage to
Congress suggested a severe cut In Medicare hospital benefits-down to the first
12 or 13 days of hospitalization Instead of the present 00 days.

This cutback was coupled with an Administration proposal to eliminate the
premium charge for optional Medicare (Part B) doctor insurance now amounting
to $5.60 monthly and due to rise to $5.80 next July.

Fortunately, the House saw this as trading a horse for a rabbit.
In none of the President's subsequent public appearances did he make any

further reference to eliminating the Part B premium until his address at the
close of the White House Conference. No Administration bill was introduced last
year to effect this change.

The President again raised the subject In his State of the Union message--but
again he failed to say how he planned to eliminate the Part B premium pay-
ments, and no such Administration bill has yet been introducedlin 1072.

Moreover, there Is no provision In the health section of the budget message to
finance this much-needed change.

Now the Administration is again proposing that the old folks' premium pay.
ments to the Part B program will be eliminated. This Is all to the good, but the
proposal includes the provision that the contribution from general revenues which
now matches the premium payment would also be eliminated.

Benefits payments and administrative costs for fiscal '72 are running at an
annual rate of $2.5 billion. Premiums and government contributions total about
$2.6 billion leaving a very slight surplus to add to the already skimpy reserves.

The obvious conclusion is that if matching funds from general revenues are to
be abandoned the loss must be made up either by raiding one or more of the
other trust funds, or by increasing the payroll tax.

It is not possible to transfer monies from any of the other three trust funds
without jeopardizing the solvency of the programs or foregoing much needed
increases in benefits.

This Is why we refer to the proposal as fiscal legerdermain. Combining Medi-
care Parts A and B and eliminating the direct premium payments in this way
would be of no real benefit to the elderly. They would still be paying the cost-
either through loss of important cash benefits, reduction of hospital benefits or
through additional taxes born by younger members of their family who are still
working. All of these alternatives are completely unacceptable to the members
of the National Council of Senior Citizens.
Bwcluafon of cldropraotio

While on the subject of proposed Medicare changes, I would like to refer again
to the position of the National Council of Senior Citizens against including Chiro-
practic as a reimbursable service under the program. We note with some dismay
the spate of bills that have been introduced in support of this proposal, and
we are aware of the very vigorous efforts of this group to obtain this change in
the Medicare law. The Chiropractors have even mounted considerable lobbying
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efforts at the annual conventions of the National Council of Senior Citizens. But
they (lid not succeed in persuading our delegates that Chiropractic would be of
advantage if added as a Medicare service. In fact, they are convinced it would
represent another serious health hazard. I, and one of the Vice Presidents of the
National Council, served on the ad hoe committee on private practitioners set up
by flEW In response to a Congressional mandate in 1969 to study this and other
proposals. We went into this matter thoroughly and objectively. We made the
findings of this group available to our delegates and found them wholly in
support. Since that time I've been accused of being "brainwashed" by the AMA.
I leave it to the members of this Committee who have known me for many years
to Judge the plausibility of such a charge !

While our position on this issue is well known and a matter of record we sup-
port the provision in H.R. 1 which would require the Secretary of HEW to con-

'duct a study of the desirability of covering chiropractors' services under Medl-
care and to report to the Congress within 2 years. We believe this provision
would be strengthened by adding the requirement that the study be made by
some independent scientific group with recognized competence in the field of
science, wholly independent of the medical profession as such.
Coverage for the disabled

As to the need for extending Medicare coverage to disabled Social Security
beneficiaries under age 65, we submit that a disabled person, like a retired per-
son, incurs high health costs at the same time individual income drops.

In fact, hospital and medical costs per person for the disabled are two to three
times higher even than for the aged. Moreover, the proportion of severely dis-
abled persons with any form of health insurance is lower than the proportion of
the aged who had health insurance protection before the enactment of Medicare.

Members of the National Council of Senior Citizens consider the proposal to
extend Medicare coverage to the disabled under age 5 fair, reasonable and fully
Justified by their needs.
TLotg-term care

One of the most serious health problems facing today's elderly is the problem
of long.term care.

The absence of a program of coordinated, continuous and comprehensive medi-
cal and social services-for the aged and those persons suffering from long-term
chronic Illness-is a grave national problem for which a solution must be found.

The lack of such a program has produced fragmented and uneven care and
services, hardships and deprivation, inefficiencies and spiralling costs and a
shortage of proper facilities capable of providing the differing levels and kinds
of care and services required by this growing segment of the population.

Present public programs for long-term health care are divided among medical
facilities, construction programs, housing programs, public assistance programs
and programs specifically for the aged. Each, however, is addressed to only a
facet of the problem. There Is no coordination with respect to various kinds and
levels of care required by different persons or the relative need for facilities of
several types.

Existing medical care and related institutional programs are not in themselves
efficient mechanisms for dealing with all long-term care problems. This fact-
coupled with the shortage of appropriate facilities-has resulted in much im-
proper and wasteful use of acute care facilities.

The Congress should call on the Secretary of Health, Education, and Welfare
to develop a program of coordinated, continuous, comprehensive medical and so-
cial services for the aged and those persons suffering from chronic illness which
will include a uniform benefit package guaranteeing the full range of services
needed for both ambulatory and institutional care. Attachment A lists these
services.

High priority should be given to the development and financing of non-medical
services to make it possible for the chronically Ill to live Independently, thus
saving vast amounts now spent on institutional care.

The Secretary of Health, Education, and Welfare together with the Secretary
of Housing and Urban Development should be directed by Congress to conduct
a Joint study of the need for appropriate facilities of various kinds required
by such a program and of equitable means of meeting both the capital and operat-
ing costs.
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We believe it should be possible for the Secretaries of both agencies to develop
and transmit to Congress not later than two years after passage of the Act a
consistent and coordinated program to meet the long-term ca.re needs of older
Americans.,

Mr. Chairman, we believe that legislative proposals to get this program under
way should be enacted as quickly as possible. Some work in this area has al-
ready been undertaken and further studies can be initiated immediately-with-
out waiting for final enactment of National Health Security. Our hope is that
the resulting long-term care-program can be meshed quickly and easily into the
National Health Security program.

Our current long-term care system is in such a mess that it can be described
as a national scandal. We urge the Congress to move quickly to correct long-term
case abuses, stop the commercial exploitation of the elderly sick and to begin to
provide some peace of mind for all those who dread the approach of the days
when they may need long term care.
Catastrophlo health insurance

The bill introduced by Senator Russell Long, (D.. La.) Chairman of the Sen-
ate Finance Committee, proposing catastrophic health insurance, would exclude
the aged entirely, leaving them to Medicare.

However, other bills before Congress include the aged and we are so fearful
of the consequences of the efforts to enact catastrophic coverage as a means of
heading off comprehensive National Health Security, we wish to express our
views on this matter.

One of the catastrophic coverage bills would eliminate Medicare and Medicaid
for the aged.

We urge this Committee to recognize that catastrophic coverage is no sub-
Stitute for comprehensive health coverage-though the Inclusion of a realistic
proposal against catastrophic health costs deserves serious consideration as
part of a national health security program.

Any undue emphasis on catastrophic coverage right now would almost cer-
tainly undermine efforts now underway to give new emphasis to primary care and
ambulatory services. The overwhelming emphasis on major illness would most
certainly distort the allocation of national health care resources--turning them
increasingly toward hospitalization and other institutional treatment and away
from prevention, home care, and other neglected aspects of health care.

Experts in health care economics who do not come from the vested interests
in the field tell us that national insurance limited to catastrophic coverage
would accelerate the current inflation of health care costs.

We have had sufficient experience in the years of Medicare to realize that
unscrupulous providers will raise their prices on the excuse that the family
or individual will become eligible for catastrophic benefits. The net result
would probably be a further boost in charges for all aspects of health care.

All the catastrophic coverage plans being produced share the fundamental
idea that Insurance should take over only after a family has shelled out hun-
dreds or even thousands of dollars for medical expenses. Most people would be
terribly disillusioned with the coverage--and the problems of providing a realistic
national Health Security Program will have been made immensely more difficult.

w=Y3U

Mr. Chairman and other distinguished Committee members, the next portion
of my statement deals with welfare.

The welfare program has grown like Topsy ever since the Great Depression of
the 1930's when President Franklin D. Roosevelt and Congress put it into
operation to meet the frightening poverty of that day. A major overhauling of
the welfare system is long overdue.

H.R. I proposes replacing uneven and too often completely inadequate Federal-
State aid to families having dependent children with a Federally financed basic
family benefit amounting to $2,400 for a family of four. For the first time, the
Federal government would underwrite the needs of the working poor.

The basic amount of $2,400 for a family of four proposed under H.R. 1 is
unrealistic. It is far too low to support a decent level of living in most com-
munities of the nation.

The National Council of Senior Citizens sees an urgent need for an in-
mediate guarantee of at least $3,000 a year for a family of four, as sought in
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the Rtiblcoff amendment to H.I. 1, and we insist this basic income be raised
substantially as quickly as our economic situation will permit.

The National Council of Senior Citizens welcomes the statement by Senator
Abraham Ribicoff (D., Conn.), author of the Ribicoff amendment, at the open-
ing of the Senate Finance Committee hearing on H.R. 1.

The Senator stated the Ribicoff amendment would set an initial payment level
of $3,000 a year for a family of four with payment levels increasing each year
so that, by 1970, no welfare recipient-whether a family with children, a single
person or childless couple-would receive less than the poverty level adjusted an-
nually for raises in living costs.

Under this amendment, States and local governments would pay a decreasing
percentage of their calendar 1971 costs each year until 1976 when the welfare
program would be financed entirely with Federal funds.

Even a basic benefit of $3,000 would be less than the amount now paid by some
States.

We insist that no assistance recipient receive less after welfare reform than
he now receives. Therefore, we urge that H.. 1 be amended to require that
States. with the aid of Federal matching grants make supplemental payments
to bring welfare payments up to at least the level of current payments including
food stamps.

The National Council of Senior Citizens also insists that H.R. 1 be improved
with respect to work requirements.

No welfare recipient should be required to take a job paying less than the
Federal minimum wage.

Further, the National Council insists no mother with small children be re-
quired to work, unless there are easily accessible child care centers for her
children while she is on the job.

H.R. 1 recognizes the need for additional child care programs in order to create
new opportunities for those who want to work but the Ribicoff amendment is
more realistic in terms of existing need.

The Amendment would increase the authorization for child care programs to
$1.5 billion, plus $100 million for construction and $25 million for training
personnel. It would write into law Federal minimum standards for child care
programs and protect mothers with children under three years from a require-
ment to work.

Also, the National Council of Senior Citizens asks that H.R. 1 be amended to
provide protection for State and local employees who currently administer
welfare programs and who-in the absence of specific provision to the con-
trary--could lose all job rights when the Federal government takes over full
administration responsibility for public welfare.
The "adult categories"

Of special importance to our membership is the provision of H.R. 1 for a 100
per cent Federal takeover of public assistance for the blind, disabled and those
age 65 or over.

The National Council of Senior Citizens strongly supports H.R. l's guarantee
that older people and other handicapped adults-regardless of where they live-
will be assured a basic income. The record is all too clear, however, that, when
the level of income support is left to the States, many needy individuals fare
badly.

We support the provisions of H.R. I that would, over a two-year period, pro-
vide an annual income floor of $1,800 for an individual and $2,400 for a couple.
Here, too, H.R. 1 should be amended to require that States now paying larger
amounts continue to supplement the basic Federal guarantee.

Furthermore, we hope that improvements in Social Security benefits would
greatly reduce the number whose incomes are so low they qualify under the
means test of the new welfare program.

The National Council believes that the aged, blind and disabled should be
entitled to a reasonable minimum of comfort and security as a matter of right-
not as beggars pleading for a handout

Our older citizens have contributed from their earnings toward a retirement
pension in the form of Social Security benefits. They should not in their later
years be forced to pass a means test and live as wards of the State.

Yet, this Is what may happen if H.R. 1 is enacted as now written.
With Federal assumption of the administration and financing of welfare for

the blind, disabled and aged there should be set up a system for determining
eligibility and calculating the level of assistance in a manner that respects the
dignity of the individual.
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The goal of H.R. 1 is to provide incentives for welfare recipients to find Jobs.
If there is to be any real progress toward this goal, there must be job opportu-
nities. The National Council strongly supports a provision of the Ribicoff amend-
ment to authorize $1.2 billion for 800,000 public service jobs as against the $800
million proposed under H.R. 1.

These jobs should pay no less thin the Federal minimum wage.
This is a reasonable approach to the job problem of those welfare recipients

who are employable.
While most welfare recipients are unable to work, there are undoubtedly many

able-bodied recipients ready and willing to work if they can find Jobs. However,
to expect them to locate jobs, in the private sector in the midst of an economic
depression, is unrealistic.

Getting able-bodied welfare recipients into jobs and off the welfare rolls re-
quires intelligent planning and concern for welfare Job seekers. It cannot be done
with mirrors.

ATTACHMENT A

MEDICAL AND SOCIAL SERVICES NEEDED BY THE AGED AND OTHER CHRONICALLY ILL
PERSONS

1. Service Categori8 to be included:
Health Maintenance.
Diagnostic.
Therapeutic.
Restorative.
Long Term.

2. Setting for Services:
a, Ambulatory services: Physicians' I and dentists' offices; Ambulatory care

centers (including community mental health centers) ; Organized outpatient
and emergency departments of health care institutions

b. Institutional services: Hospital facilities (including use of community
"day" hospitals) ; Extended care facilities; Nursing Home facilities.

c. Health services in the home.
8. Scope of Services:

The following services should be provided when medically indicated and
properly ordered as appropriate to diagnosis, level of care, and setting.

Physicians' services, Dentists' services, Podiatrists' services, Optometrists'
services and glasses, Nursing service, X-ray, laboratory and other diagnostic
procedures, Physical occupational, and speech therapy, Mental health serv-
ices, Drugs and drug supplies, Appliances and medical equipment, Medical
social service, Home health aides, home maintenance services, Medically re-
lated homemaker services, Dietary and food supplements.

SUPPLEMENT TO STATEMENT BY NELSON H. CRUIKSHANK, PRESIDENT, NATIONAL
COUNCIL OF SENIOR CITIZENS

The National Council of Senior Citizens sees grave danger in a provision of
H.R. 1-under the measure's Section 267-that nursing homes in rural areas be
exempted from the Medicare requirement that such establishment have at least
one full time registered nurse on the staff.

Needless to say, without a registered nurse, a nursing home cannot provide
skilled nursing care and, if this provision should be enacted, Federal funds
would be used to finance sub-standard care In rural nursing home&

This the National Council of Senior Citizens strongly opposes.

NATIONAL FARMERS UNION
Washington, D.O., August 8, 1971.

Hon. RussEmL B. LorG,
Chairman, Senate Pinanoe Committee,
Washington, D.O.

DzAn Mr. CHAIRMAN: I am writing to express the views of National Farmers
Union on certain aspects of H.R. 1, particularly on the social security provisions

I Including M.D.'s and Doctors of Osteopathy.
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of the bill. I request that this letter be made a part of the published record of
hearings currently underway on H.R. 1.

At Farmers Union's February 24-27, 1971, National Convention, our delegates
adopted the following policy statement on social security:

"We urge early enactment by the 92nd Congress of social security amendments
to be retroactive to Jan. 1, 1971. The social security amendments should include
provision for: (1) increase of the minimum monthly paymentsto individuals to
$100; (2) automatic increases in benefits thereafter tied to cost-of-living increases
of one percent or more; (8) increased earnings of up to $8,000 without loss of
social security benefits; (4) increased widow's benefit's to 100 percent of the
amonut to which the husband has been entitled."

We are pleased that Congress enacted legislation earlier this year providing
improvements in social security along the lines called for in this policy state-
ment. However, the increases in benefit levels did not go far enough-particu-
larly in light of continuing inflation that erodes the already-inadequate benefits.

H.R. 1 would increase the minimum monthly payment for individuals from
$70.40 to $74.00.

I strongly urge that your committee increase the minimum monthly payment
to individuals at least to $100 per month. The $8.60 per month increase in the
House-passed bill is woefully inadequate. Today about 40 percent of all the Ameri-
can people over 65 live in rural areas, and our older rural people are often poor.
Many older persons have been forced out of farming due to low farm prices and
ever-escalating costs of production. These older persons who are forced off the
farm would benefit greatly from a higher floor under Social Security payments.

For farmers, a substantial increase in minimum benefits is especially crucial
in light of a provision written into H.R. 1 by the House Ways and Means
Committee. The bill provides, for people who have worked for 15 or more years
under social security, that benefits would be equal to $5 multiplied by the number
of years coverage under the social security program, up to a maximum of 80
years. Thus, the highest minimum benefit under this provision would be $150
for a person who had 80 or more years of coverage.

This provision would move social security benefits upward for many people,
and Farmers Union is very reluctant to question any measure that would increase
benefits. At the same time, we are concerned about the effect of this approach on
benefits to farmers. Farmers became eligible for social security coverage for the
first time in 1055, and therefore no farmer could have more than 17 years of
coverage as of January 1972 when the bill is designed to become effective. The
highest minimum benefit for which any farmer could qualify In 1972 under such
a provision is therefore $85 per month.

Unlike this provision for increases based upon years of coverage, a $100 floor
under benefits of all social security recipients will not discriminate against
farmers and others who came into the social security system in more recent
years. I therefore urge your Committee to adopt a payment floor of at least $100
for all recipients as an alternative or addition to such a years-of-coverage
provision. Or, I urge your Committee to restructure the years-of-coverage provi-
sion to allow special minimum benefits to those who came under social security
later, so as not to discriminate against farmers and others that are caught
through no fault of their own in such a situation.

Sincerely, ToNy T. DcOnANT, Presldent.

OHo NuRass ASSOCIATION.
Columbus, OMo, March 8,1971.

Hon. WmLu B. Saxnu,
U.S. Senate,
Senate Ofice Building,
Washington, D.O.

Da SENATOR SAXBI: The Ohio Nurses Association Is an organization of reg-
istered professional nurses and serves as the official voice for the nursing profes-
sion in Ohio. Its purposes are to foster high standards of nursing practice, to
promote the professional and educational growth of nurses, and to promote the
welfare of nurses to the end that all people may have better nursing care.

ONA has received a copy of 8. 802 from your Columbus office and we have
discussed the bill with Mrs. Carolyn Peterson at your Washington office. In our
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telephone conversation with Mrs. Peterson we Indicated that ONA would com-
nmunicate our concerns to you.

Some of our reasons for opposing your bill are:
1. ONA believes that the nursing care provided to eligible persons under Medi-

care and Medicaid programs should be of high quality. It is unfair to wavered
licensed practical nurses and to their patients to expect them to assume the com-
plex functions of a charge nurse. The Ohio Nursing and Rest Home Law and
Regulations illustrate the complex nature of the nursing care provided in a
nursing home giving skilled nursing care. The regulations state, "Skilled nursing
care means those procedures commonly employed in providing for the physical,
emotional and rehabilitation needs of the III or otherwise incapacitated which re-
quire technical skills and knowledge beyond that which the untrained person
posseses, including withotit linitotioii emphasis added) prooednre.3 such as
irrigations, catheterizations, application of dressings, and supervision of special
diets; objective observation of changes in patient condition as a means of ala-
lyzing and determining nursing care required and the umeed for further medical
diagnosis and treatment; special procedures contributing to rehabilitation: ad-
ministration of medication by any method ordered by a physician such as hypo-
dermically, rectally, or orally; and carrying out other treatments prescribed by
the physician which involve a like level of complexlt. in skill inl administration."
If passed. S. 892 would permit waivered licensed practical nurses to le iII charge
of "skilled nursing are", as defined above, in Ohio nursing homes.

2. ONA seriously doubts that there are not enough qualified nurses to serve
on all shifts in nursing homes in Ohio. In 1970 the Ohio State Board of Nursing
renewed 58,385 licenses for professional nurses and 24.841 practical nurses (in-
cluding those wavered) renewed their licenses as of January 1, 1971. There are
959 nursing homes in Ohio; ONA would be interested in knowing the names anl
locations of the "at least 200 nursing homes" that are unable to employ qualified
nurses. We would appreciate the opportunity to lean the reasons why these
nursing homes are having staffing problems and assist them with solutions. Our
organization does not believe lowering nursing care standards is the answer.

3. In your introductory remarks you said, "The proposal I am offering would
provide a testing mechanimu within HEW to determine which of these waverede'
nurses are competent to serve as charge nurses. In my State of Ohio alone, there
are 10,000 wavered practical nurses; half of whom have even passed the State
Board." Your statement is Incorrect. The State of Ohio has wavered 15.246
LPN's. There have been two waiver periods in Ohio. During the 1956 waiver
period 11,242 practical nurses received their license by waiver. Of these, only
1,920 passed the State Board examination. So far during the 196w-70 waiver
period 3,730 nongraduates of approved schools have received their licenses by
passing the State Board examination.

4. The frustrations of poor working conditions aggravated by continuation of
low standards and lack of recognition for sound academic preparation will only
drive away qualified persons now serving in nursing homes. Sufficient qualified
candidates will never be attracted to careers In nursing homes if opportunities
for truly satisfying and rewarding experiences cannot be found.

ONA believes that under proper direction and supervision, waivered licensed
practical nurses can devote their full time to the direct nursing needs of patients
and will not be frustrated by responsibilities beyond their preparation and
patients In Title XVIII and Title XIX nursing homes will receive competent
nursing care.

The Ohio Nurses Association would appreciate the opportunity to meet with
you at your Columbus office as soon as possible.Sincerely, • DOROTHY A. COR.NEmaus, R.N.,

l".rcitiLtivC Director.

OHIO VALLEY GENERAL HOSPITAL AssoCIATION,
Wheeling, IV. Va.. Atgtust 2, 1971.

Hon. ROBERT H. M1OLLOHAN,
Hom se of Representatives,
Washington, D.C.

DEAR M L M OLLOHAN: The original Medicare-Medicaid legislation provided
for hospitals to be reimbursed their "reasonable cost" for care rendered under



2967

the programs. "Reasonable cost" was determined by regulation at the Federal
level.

Currently pending House Ways and Means Committee II.R. 1 specitles that a
State shall now define "reasonable cost" under Medicaid, so loug as reimburse-
ment does not exceed "reasonable cost" as defined by Social Security Admini~tra.
tion for purposes of Title XVIII (Medicare).

It appears this is specifically designed to allow a-State to reduce an already
inadequate reimbursement for Medicaid. hospitals in West Virginia are dissatis-
fled wtih the current Medicaid reimbursement. Many feel they are placing their
hospitals' total assets in Jeopardy by lxirticipating in the program.

Inasmuch as provider participation under Medicaid is tied, by law, to particl.
pation under Medicare both programs would be placed in jeopardy should hos-
pitals not accept a State's decision to reduce Medicaid reimbursement Such a
decision would have serious repercussions on the health and welfare of the aged
and indigent of West Virginia, however, it would preserve the system for those
with the ability to pay.

We urge your support in correcting this amendment. H.R. 1 should be amended
to enable improvement in reimbursement rather than a potential reduction in
reimbursement or placing ceilings on reimbursement.

Very truly yours,
F. H. BLAIR,

Executive Direotor.

OREOoN PHYSICIANS' SEMvICE,
Portland, Orcg., August 9, 1971.

Re Professional Service Review Organizations.
Hon. ROBERT W. PACKWOOD,
U.S. Senate,
Senate Building,
Washi(ngton, D.C.

DRAA SENATOR PACKWOOD: We are deeply interested in the concept of "Peer
Review " the idea of having practicing physicians manage the medical review of
a health care payment system. This has been an Integral part of the OPS-Blue
Shield for many years. In fact, the Blue Shield Plans in the Pacific Northest
are probably the nation's oldest examples of the process.

In this connection, we have compared Senator Bennett's proposal for "Profes-
sional Service Review Organizations" with Section 222 of the House-passed
version of H.R. 1 and we believe Section 222 has a distinctly better approach.

While Senator Bennett is certainly on the right track, it seems to us that the
PSRO structure may be too rigid to fit local conditions across the country. Also,
it will need a huge administrative framework to cope with the volume of paper
work, largely duplicating the administrative programs already established by
carriers and government agencies for medical claims review and payment. Sec-
tion 222, on the other hand, permits flexibility, experimentation and development
of local approaches. Here in Oregon, for example, PSRO would duplicate or
replace much of our existing medical review structure. Under Section 222,
however, our system might be expanded, developed further or tried in other
states.

We would like to discuss this whole area of health care utilization and cost
control with you in greater detail. It is becoming a major legislative subject and
you will want to know the local situation.

We hope you can visit our office while you are in Oregon during the summer
recess to see what we are doing in the field and review our results. If this can
fit into your schedule, please let us know what time will be convenient

If you should need background information on a national level, we would ap-
preciate your talking to Mr. Hugh E. DeFazio, Jr., of the Washington, D.C., Blue
Shield office.

Cordially yours, k. MNASRL
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RUBBER MANUFACTURERS AssoorATIoN,
OFFICE OF THE PRIDEMN.,

New York, N.Y., September 30, 197S,.Hon. ELLIOT S. RICHARDSON,
Secretary of Health, Education, and Welfare, Department of Health Rduoalio,

and Welfare, Washington, D.O.
DzAn M. SECRETARY: We very much appreciate the opportunity which we had

to review with you the objectives of the Administration's Welfare Reform Pro.
gram at the June, 1971 meeting of the Board of Directors of our organization.

Since that time, we have had a further opportunity to review this matter, and
I wish to advise that the Rubber Industry is well aware of the flaws and in.
equities now existing In the current system. Consequently, the Rubber Industry
fully supports the Administration's goal in achieving welfare reform through
the enactment of H.R. 1.

We believe that it is vitally important to the welfare of our nation to achieve
a Welfare Reform Program by the enactment of H.R. I in the current session of
Congress.

Sincerely,
Ross R. ORusny.

RUBBR MANUFAoTURERS ASSOCIATION,
OFFICE or TUE PRESIDENT,

New York, N.Y., January 28, 1972.HeD. RussELL, LONG,
Chairman, Committee on Finance, U.S. Senate, Washington, D.O.

DEAR MA. CHAIRMAN: The Rubber Manufacturers Association and its member
companies are qware of the current hearings of your committee on H.R. 1.

Enclosed forthe record of these hearings is a copy of a letter sent to HEW
Secretary Elliot Richardson expressing the support of the Board of Directors
of this association for the welfare reform provisions of H.R. 1.

Sincerely,
Ross R. Olstny.

WAsniNoToN, D.C., January 17, 1971.
Re H.R. Bill. No. 1. To eliminate limitation from the Social Security law on

outside earnings.
Hon. RussELL B. LoeN,
Chairman, Senate Finance Committee, New Senate Oflco Building,
Washington, D.C.

DEAR M. CHAIRMAN: This letter is written to you to urge you to consider
favorably the above Bill-A Senior Citizen sixty.five (65) or over, has a limited
time to live at best. When he has no outside income and is forced to go
to work, he is paying into the fund and pays his withholding taxes-so lie is
contributing. More often than not, the only moncy he has coming into him or
her, is the small Social Security Benefit each month, and with the high prices
and continuing raising of rents, utilities, etc. not to include bus fare, and in
general, expenses to survive and be fit to work. $1680 or $2,000 a year is below
the poverty level....

It seems only fair to let a person 65 or older, keep what he may be able to earn
without being penalized and, having his benefits taken away from him or her.

Why can't we encourage people to work, and not go on welfare?
So, please vote favorably for the above bill, in order that those Senior citizens

who must work, and have no other outside income, can survive. Otherwise, we
may have mass suicides-and our welfare list will most certainly increase....

Thank you for reading this letter, aud your consideration of this all-important
benefit to those who need it.Sincerely, ROSEMARY TnoMPsoN.

Enclosures.



2969

BAKERSFIELD, CALIF., August f, 1971.
Hon. RUSSELL B. LONO,
U.S. Senae,

oaah Ington, D.O.
DAR SENATOR LONO: On July 10, 1971 I received your reply to my letter

of June 24, 1971 which voiced my objection to the Family Assistance Plan
now before. the Senate Finance Committee. In your letter you indicated you
would be glad to receive a written statement of my views for inclusion III
the printed volume of hearings on the entire measure I greatly appreciate
this opportunity and am forwarding the attached proposal for consideration.

Except for the enforcement of mandatory abortions I am quite confident
the proposal Is logical and workable and would provide a last chance for
the Free Enterprise System to solve the problems of poverty and unemloy-
ment.

It may be well to point out I am writing as an individual and do not rep-
resent uny group of people or political party. I am not seeking publicity, a
Job. or any favor. This proposal is submitted without obligation and the ideas
plposd are yours to pursue or use at your own discretion.

Reslctfully yours,
JIM WALLAOL

A WORKABLE PLAN FOR TnE ELIMINATION OF WELFARE IN THE UNITED STATES

Based tipon two prime factors-
A. The majority of welfare recipients can work but will never be able

to compete in a free enterprise labor market.
B. The government cannot afford vast public works programs where the

entire expense is borne by the taxpayer.
Subjcrt to ihv criteria for feasibility-

A. Adequate Wage
11. Tnxlyer Savings
C. Public Acceptance
1). Preservation of the Free Enterprise System
E. Incentive System-for Employer, Enrollee and Taxpayer

Dlaigncd to-
A. Provide full employment without Inflation
B. Lower Taxes
C. lower the cost of goods and services
D. Abolish or consolidate the myriads of federally funded job training

programs
E. Provide a base income above the poverty level
F. Restore free enterprise
0. Eliminate the degradation of welfare

FIVE BASIC PROVISIONS

1. Guaranteed employment
Either through subsidized jobs in private sector or Government work

project.
II. Guaranteed minimum base wage

Government work project-minimum guarantee-48,824 per year.
Subsidized job in private enterprise-minimum guarantee--$4,082 per

year.
III. Aueiliary aidG

Commodities Allowances or subsidies based
Health Insurance upon ability to pay and available
Housing allowance to the general public and not
Child care connected with welfare.Transportation I
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IV. Enrollee fringe benefits
Training credits based upon satisfactory work effort,

V. Sanotione
If the enrollee refused to participate without good cause, he/she would be

removed from employment and become ineligible for any assistance or aide
for one year anywhere in the United States. His/her family would be placed
in protective custody end vendor payments.

FLOW CHAT

B"Zo PLAN

I. Initial opplioatton 1or aide
A. Check for eligibility.

II. Referral to work evaluation unit
A. Complete medical examination.
B. Work history evaluation.
C. Work sampling.
D. Testing.
] . Identification of all barriers to employment-mental, social, domestic,

etc.
1I1. Totally disabled

A. Place on social security.
IV. Sheltered toorkhop

A. For those unemployable but needing activity therapy.
V. Orientation

A. For those employable.
B. Would cover such things as--How to find a Job; What employers

expect; Why work; Community resources; Interviewing techniques; Money
management and family planning.
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VI. Government work pro jeotes
A. Mandatory 60day trial run before assignment to subsidized job in

private sector.
B. Primary purpose would be to check for enrollee dependability and

capability In a work situation.
C. Also a temporary holding area for those in transition between sub.

sidized jobs in the private sector.
D. Pay-41.65 per hour.

VI. SubsdLied employment in the private aeotor
A. Maximum reimbursement--O percent--exact amount to be determined

by the characteristics of enrollee and the vocational skills that could be
acquired.

B. Subsidation -would be permanent in that employer could retain the
enrollee as long as he desired but the percent of Government reimbursement
would be reviewed once a year.
0. Minimum enrollee wage would be $2 per hour.
D. Partici employer would not be subject to "extra help" provi-

sions but the httmber of subsidized enrollees could not constitute more than
5 percent of t4e employer's work force.

E. If a regular employee quits or Is laid off by the employer, he must be
replaced by another unsubsidized employee-or lay off the subsidized
enrollee.

WELFAE DEPENDENOT AND RECIPIENT CHARAOTERISTICS

Human nature Is such that those unaccustomed to the work ethic will seldom
stay employed it It Is possible to revert back to "free money". Very few Jobs are
continually pleasant with no stress or strain. As long as welfare Is available the
temptation to quit or deliberately mess up and get fired is too great. By eliminat-
ing welfare for the employable and substituting guaranteed' work, the basic evil
of the system Is removed. One of the fallacies of past and current programs for
the low Income or disadvantaged Is the assumption that all they need Is a few
extra training dollars, counseling, a short vocational training course and
"Eureka"--a permanently rehabilitated person. The truth is that most will'
never be able to function adequately without help Their whole life style and
orientation to living would have to be changed. This would take years and for
many will never occur.

Many have been recycled through numerous training programs and are satu-
rated with orientation and counseling. You don't train fish or seals by Just
talk, you have to bribe them With people It is the same principle; not talk,
counseling, or rhetoric; but jobs and money, which for them, only subsidized
employment would produce.

MEANINOFUL TRAINING

Past social legislation dealing with vocational training for welfare recipi.
ents has always stressed work experience in government agencies. This was par-
ticularly true of the Community Work and Training Program, Title V, and the cur.
rent Work Incentive Program (WIN). Basically this has been a good resource
and has provided tangible results. Howevwir, there are some basic dangers in rely-
In' too extensively on government agencies for vocational training. Only a se-
lected few are capable of providing meaningful training. Many first-line super-
visors are too lax since it is free help and costs them nothing. Busy work is often

- n, truted-for training with absenteeism and enrollee morale a problem. In addi-
tion, many government agencies are Inundated with free help from the multitude
of programs that now exist. These programs have saturated the agencies far
beyond their supervisory and training capacities. Government agencies offer only
a limited scope of training and since there is no pressure to produce, most en-
rollees gain the wrong idea of the world of work.

While it would be wrong to advocate the abandonment of Governmental agen-
cies for training, their use should be limited and consist mostly as a holding
agency until a Job is secured in the private sector.

72-67S---72-pt. 6 -- 1
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FINANCIAL FEASIBILITY

The total cost of public works programs vast enough to absorb all the unem-
ployed Is prohibitive. While the cost of subsidized jobs for all would also be great,
the money would be received directly by the employers and lower the cost of
goods and services. Subsidized jobs would also have the effect of insuring a
minimum wage sufficient to feed ones family without forcing many small firms
into bankruptcy.

Guaranteed jobs would also make it possible to eliminate or consolidate
the myraid of Federally Funded Job Training Programs. While many of these
programs have had some success the average cost per success is around $10,000
per person. Guaranteed jobs would cost half that even if it meant a full 50 per
cent reimbursement rate for each one.

SBSIDIzED EMPLOYMENT

There is a difference between subsidized employment In the private sector and
on.the-job training as it now exists. Subsidized employment does not bind* the
employer to a permanent hire, is not subject to time limits and avoids the ex.
tensive paperwork now associated with formal on-the-job training contract& On.
the-job training has various weaknesses. Only one out of ten employers are able
to provide adequate training. In essence the government is buying a job. Since
the employers and enrollee are aware of this situation, both easily become dis.
satisfied. The enrollee complains of a lack of training, meanial duties, employer
VreJudice, etc. The employer becomes frightened at the prospect of having to
eep the enrollee after the contract ends and immediately begins to look for

an excuse to fire him. While some employers try to camouflage the situation by
keeping the enrollee four or five months ster the completion of the contract, the
vast majority quit or are discharged within six months. Subsidized employment
with no prerequisite of hire and time limit would greatly relieve the pressure
both to the employer and enrollee. It is only through this less threatening at.
mosphere that real progress can be made.

While subsidized employment may appear to be biased toward the employer
certain safeguards could avoid abuse. Employers showing a large percentage of
enrollees entering unsubsidized employment would get preference of assignment.
Those showing no movement would be used only as a last resort. Through the
cooperation of the Chamber of Commerce, Labor Unions, Better Business Bu-
reau, and other civic and citizen groups, positive results could be obtained.

Enrollee job-hopping between subsidized employment could be substantially
reduced by adding "training credits." Enrollees completing 6 months of an as.
signment with a good performance rating would receive a percentage of their
earnings as a cash bonus for training. They could use these training credits only
for entry in a trade school, community college, night school, etc. If they leave
prior to completion of 8 months for any reason other than entry on a full-time
Job, or a lack of work discharge by the employer, they would lose all credits.
Thus the enrollee would be able to "earn" job training rather than the "dole
system" used now.

Employer participation to subsidzed employment would be limited to those
jobs with a starting rate of $2.00 per hour, thus avoiding cheap help.

The principle of subsidized employment is much more equitable than on-the-job
training. The enrollee is not led to believe he is entering trade school type train.
Ing of which the employer cannot produce. The employer is not harassed with
compliance to training curriculums and is free to provide the vocational orien-
tations he normally gives new hires and regular employees. Since the enrollee
Is told he has a job and not a pure training assignment, there is a better relation.
ship with the employer and a greater willingness by the enrollee to become work
oriented.

Many employers with on-the-Job training contracts have reported instances
where enrollees have refused to do work because they could not see the direct con-
nection between what they were told to do and training. This has soured many
employers on on-the-job training contracts and they refuse to sign another.

Under subsidized employment, the enrollee is not cemented to a job he may
dislike, and through the accumulation of "training credits" can make his own
vocational choice. He has the assurance he has "earned" it and is more careful
and thoughtful concerning his selection.
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Subsidized employment is far superior to wage supplementation as proposed
by the Family Assistance Plan. In general, wage supplementation is a bottom.
less pit and unfair. Women on welfare now have wage supplementation and even
though many have full-time jobs, are still on welfare. Often they are working
beside someone who has the same size family, receiving the same wage and they
are not receiving welfare. This creates bitter feelings and causes serious morale
problems. It perpetuates the narcotic effect of welfare orientation and depend-
ence. This has spawned generations of welfare recipients.

Subsidized employment would also provide the flexibility needed to conform
with human nature. Many low Income or disadvantaged are not used to a steady
diet of work and must be gradually trained to accept this fate. Unemployment
Insurance Coverage would provide this flexibility. At the end of each year of
subsidized employment, the enrollee would be given the option of drawing his
Unemployment Insurance Benefits while attempting to find an unsubsidized job.
As he/she would be subject to the rules of the U.I. code, they could be disquali-
fied for an inadequate job search.

If the 5 percent participation limit placed on employers did not produce enough
Jobs, then the percentage could be increased to the level necessary to provide full
-employment

U.S. EMPLOYMENT SERVICE

During the 85 year history of the U.S. Employment Service, a great deal of
-debate has occurred concerning its effectiveness and purpose. While it must be
admitted that considerable good has been accomplished, it has not fullfilled its
purpose. No matter how many times the name Is changed (Department of Em-
ployment, Department of Human Resources Development, etc.) the public still
refers to it as "the Unemployment Office." So far it has lived up to that name. 90
per cent of the unemployed coming to the Employment Service Sections of the
U.S. Employment Service are looking for a Job, not advice, counseling, testing,
conversation, or sympathy. For 35 years 'only 10 to 15 per cent have been able to
secure jobs and of these, many were low pay, temporary, or part-time jobs. It is a
wonder that the U.S. Employment Service still has any friends. The fact that
the U.S. Employment Service has been only partially effective is not the fault of
Its employees since they could not manufacture Jobs.

Guaranteed jobs would convert the U.S. Employment Service to a house of em-
ployment rather than a house of unemployment or sympathy.

POPULATION EXPLOSrON

A great part of the current welfare problem lies in the fact that nearly all wel-
fare recipients have large families. Only a fraction of the problem can be blamed
on ignorance as most have had family planning information and access to pro-
fessional medical assistance through use of their medical cards. The basic prob-
lem is the current welfare system which encourages large families by raising the
grant each time a new child is born. By proper utilization of auxiliary aids in
the areas of Commodities, Health Insurance, Housing Allowance, Child Care and
Transportation, the need to pay cash grants based on the size of the family is
eliminated.

While on a subsidized job in the private sector or on a government work project,
all would be treated alike. The single man would get the same pay as the one with
ten children. While the one with ten children would get greater assistance through
commodities, health insurance, etc., he would get no extra money, thus eliminat-
ing one of the desires to have more children. To be really effective, however,
mandatory abortions should be required on any mother becoming pregnant with
her fourth child.

MASS PSYCHOLOOT

Two prime misconceptions play a commanding part in the feasibility of eUmi-
nating poverty and unemployment. These are (1) "The United States is the
richest country in the World" and (2) "Why work unless you have a good job."

The facts are that the U.S. is hopelessly in debt and if the trend isn't reduced,
will soon be unable to pay even the interest on the national debt. This state.
ment, common among poverty pressure groups and politicians, gives the poor
the false conception that the U.S. Government could put everyone on a govern.
meant payroll at $10,000 per year and not miss the money. The second miscon.
caption of "Why Work unless you get a Good Job" is equally devastating.
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Admittedly, the top 20 per cent have Jobs with high pay and excellent working
conditions but the majority still work extremely hard at low pay. Many a small
business man, service station attendant, salesperson, etc., still work 50 to 60
hours per week under gruelling pressure.

When many welfare recipients try a Job, find any pressure, they immediately
quit as they feel they are being taken advantage of. Television is also largely
responsible as they advertise affluence in a very subtle way. Most programs show
a $50,000 home, with the man a lawyer, doctor, business executive, two cars, one
a cadillac, another a sports car, a maid, etc. This gives the poor a wrong impres.
sion of the average man and helps develop a negative attitude of "Why work
unless I get what they get".

In order to effectively right the wrong and tell it like it is, a mass educa.
tion program must be instituted to again applaud the dignity of work based
upon a Just wage rather than riches

REPUBLIC, WASH.
Senator WaauN 0. MAGNUSON,
Senate Offloe Building,
IWashington, D.O.

Strongly urge you to oppose Section 232 of H.R. 1, Social Security Amendment
of 1971.

JAMES A. DAVIS,
President, Board of Trustees, Ferry County Memorial Hospital.

TACOMA, WASH.

Senator WARREN 0. MAGNUSON,
Washington, D.O.

Tacoma General Hospital opposed to Section 232 of H.R. 1, the Social Security
Amendments of 1971. Permission to State to define reasonable costs of hospitals
under maternal and child health programs a great disadvantage to hospitals
in Washington. Respectfully request careful consideration.

TACOMA GENERAL HOSPITAL,
W. L. HuBER,

Exeoutive Vice President.

PHRATA, WASH.

Senator WAhREN G. MAGNUSON
Senate Offloe Building,
WoAsington, D.C.

McKay Memorial Hospital is vigorously opposed to section 232 of H.R. 1, pro.
posed social security amendment permitting the State to define "reasonable
cost" for reimbursement under Medicare would cause severe financial hardships
to hospitals already under stress caused by the new restrictive rulings of F.D.P.A.

We urge you to assist this hospital and all hospitals In this State by working
for deletion of section 232.

GERTRUDE M. PHMIPS,
Administrator, McKay Hospital, Soap lake, Wash.

METALINE FALLS, WASH., ,Novembcr 3, 1971.
Hon. Senator WARREN G. MAONUSON,
Senate O1:ee Butiding,
WasMngto D.A.

DEAR SNATOa MAoNUsoN: The Commissioners of Public Hospital District
No. 2 of Pend Oreille County and myself respectfully request that yon oppose
section 232 of H.R. 1, the Social Security Amendments of 1971.

Thank you for your assistance now and in the past.
Sincerely yours, (M .) RoDUTA M. GARar, RN.

Admin4ftrator.
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WENATCHFZ, WASH.
Senator WAREN 0. MAONUSON,

Washington, D.C.
We would like to make known our opposition to section 282 of HR. 1, the

Social Security Amendment of 1971. Past experience provides a basis for reluc.
tance to having such controls placed In the hands of the state authorities.

EYE AND Ea CLtNIO INC., P.S.

Senator WARREN G. MAONUSON, L WASH.

Old Senate Offce Building,
Washington, D.A.

I am opposed to section 232 of H.R. 1. This Is a disastrous step backwards
which will result In higher hospital costs.

Sister MARY KEOUOH,
Administrator, St. John# Hospital.

CAS LE, WASH.
'Senator WARRErN BfAoNusox,
Washington, D.C.

We urge you to Oplpos section 232 of H.R. 1, the Social Security amendments
of 1971. Permitting the States to define "reasonable costs" for reimbursements
to hospital would be very costly to the hospitals. An example Is what the State
of Washington Is already doing with the past limit, deductibles and participa-
tion. The region 10 office of HEW assisted in having an unilateral decision by
the State of Washington on May 1, 1971 reversed October 1, 1971 in regard
to the Medicaid patients participation percentage.

We ask you to oppose section 232 of H.R. 1, social security amendments of 1971.
THE DooToua HOSPITAL, SEATTLE,
S. A. TucKER, MD., Director.

TAcOMA, WASH., November ,4, 1971.
Hon. WARREN 0. MAGNUSON,
Senate Office Building,
Wa.hington, D.C.

DEAR SE.NATOR MAONUSON: I am writing you regarding HR, 1 which Is the
Social Security Amendments Bill of 1971 and which Includes one important
change which is extremely distressing to all of the hospitals under the Ameri-
can Hospital Association, including Tacoma's leading hospital, Tacoma General
Hospital, with which I have been connected for many years.

I believe it would I) a great mistake to alter the present situation which
assures hospitals that charges which are made for Medicaid will continue
to follow and remain equal with the Medicare formula as I understand they
do at the present time. The effect of Section 282 of H.R. 1 will be to eliminate
the present standard for payment and leave It to the determination of each
state as to what their interpretation of "reasonable costs" thereafter should be.

It is believed that such a change would undoubtedly mean that hospitals would
receive Inadequate reimbursement to cover their actual costs and needs.

Yours truly, CoRYD)ON WAONER.

ISLAND HOSPITAL,

Aanacortes, Wash., November 17, 1971.
Senator WARREN 0. MAGNUSON,
Old enatc Office Building,
Washinoton, D.C.

IMY DRAR SENATOR: I wonld like for you to know of our opposition to Section
282 of HR-1 of the Social Security Ampndment of 1971.

To allow the state. to define "reasonable costs" for reimbursement of ho.qnltals
under Medicaid and Maternal and Child Health Programs could work a hardship
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on the hospitals of our nation. We do not make this statement lightly. The experi-
ence we have had in our own state leads us to this conclusion.

Sincerely,
RAY W. NIRMAN, Controller.

OVuI.AKE MEMORIAL HOSPITAL,
Bellevue, Wash., November 11, 1971.

Senator WARREN G. MAGNUSON,
014 Senate Office Building,
Waslhngton, D.O.

SENATOR MAGNUSON: May I take this opportunity to express to you my opposi-
tion to Section 282 of HR 1, the Social Security Amendmeats of 1971. Section 232-
would permit states to define "reasonable cost" for reimbursement of hospitals un-
der Medicaid and Maternal and Child Health Programs.

It is a sad observation that passage of this Section would undoubtably mean
reduced medical benefits to welfare patients. In view of the State of Washington's
efforts to reduce its role in the maintenance of a welfare program In the face
of increasingly difficult economic conditions and the fact that people whether em-
ployed or not require adequate health care, I urge you to oppose this measure.

Sincerely,
A. W. AausmoNo, Businees Office Manager.

MOUNT CARMEL HOsPITAL,
Oolville, Waeh., November 18 1971.

Senator WARzRN G. MAoNusoN,
Old Senate Office Building,
Washington, D.O.

DEAn SENATOR MAONUSON: I strongly oppose Section 232 of H.R. 1, the Social,
Security Amendments of 1971.

Only a hospital can determine "reasonable cost." To allow a state to permit
their own "reasonable cost" would be a disaster. A state would adjust its Public
Assistance Budget to the point of reducing "reasonable cost" and, in effect, that
would create higher cost to the hospital and to the taxpayer.

There are more than enough restrictions and regulations, not to mention all
the new ones that will be effective January I 11972.

I repeat, I oppose Section 282 of HR 1.Sincerely, JoHn 0. BOyER, Business Manager.

DzAcoNESS HOSPITAL,
Spokane, Wash., November 15, 1971.

Senator WARREN 0. MAGNUSoN,
Old Senate Office Building,
Washington, D.O.

DrAs SENATOR MAGNUSON: After reading the proposals contained in Section,
232 of H.R. 1, the Social Security Amendments Bill of 1971, as they pertain to
the determination of "reasonable cost", I would like to tell you what I think
about it.

In the event that this Amendment and Section were to pass, it would return the
determination for establishment of a reimbursable program to the individual
state welfare department& The experience that we had here in the State of
Washington was that less than 50% of the cost of hospital care of Indigent
persons was paid for under the program which existed prior to Medicaid. Under
the Medicaid program, we are receiving approximately 80% of our cost, which
while not entirely satisfactory, is certainly a great improvement over the old
system.

With the increasing percentage of income received by hospitals coming from
state and federal sources, it is evident that we cannot continue to operate on a
break-even basis if we are to regress in the manner indicated above.

Anything you could do to see that Section 282 of ILR. 1 does not pass would be
appreciated.

Sincerely yours, HARRY 0. W nwzi, A dminlstrator.
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ST. LUKEs, GENERAL HOSPITAL,
Bellingham, Wash., November 17, 1971.Hon. WxAEN 0. MA0NUS0N,

U.S. Scate Building,
Washington, D.O.

DEAR SENATOR MAGNUSON: You are probably aware of the alarm with which
the health care field views Section 232 of HR 1 which is now under consideration.
I share this view and so do the members of our Board of Trustees and Medical
Staff.

The reason is very simple. The states in the past have shown little regard for
equity of payment to vendors of health services. This is not to say those opposing
Section 232 feel they have a license to exploit the public, but there is no Justi-
fication in not being paid recognized costs. The state of Washington has probably
been as good as most but the Department of Public Assistance has traditionally
totally disregarded vendor needs and seemingly have little sympathy for the fact
that any underpayments by them must be paid for by other sick people.

I am confident that you are aware of the situation. I sincerely hope that you
do not support giving the states a free hand In determining "reasonable costs"
in this matter. The state has clearly demonstrated in the past that it could
care less about the problems of the hospitals. When the rules were released from
Washington on payment for Title XIX recipients the Department of Social and
Health Services immediately took advantage of it in Olympia and this has been
the pattern through the years. We plead for your support against this aspect of
Section 282 In HR 1.Sincerely yours, JOHN W. KLUDT, Administrator.

ST. JosEPH's HOSPITAL,
Bellingharn, Wash., November 12, 1971.Hon. WXaazN 0. MAosusoN,

Old Senate Ofce Building,
Vashington, D.O.

DEA SZNATOR MAGNUSON: This is to register a strong protest against Sec.
tion 282 of H.R. 1, the Social Security Amendments of 1971. For each state to
define "reasonable cost" for reimbursement of hospitals under Medicaid and
Maternal and Child Health Programs would be unrealistic and unfair.

We urge you to vote against Section 282 of H.RP I and to do everything in
your power to defeat it.

Sincerely yours,
Sister CATHEINE MoINNEs,

Adminitrator.

TRI-STATE Ma ORAw HosPITAL, Io,
Olarkston, Wash., November 4, 1971.Senator WABW 0. MAGNUBoN,

Old Senate Oflce Building,
Wahsington, D.O.

DEA SENATOR MAGNUSON: I am writing to urge your outspoken opposition
to Section 282 of HR. 1. This Section appears to be a massive step backward
if its intent is to refer back to the various states the prerogative of defining
reasonable cost for reimbursement to hospitals caring for patients under the
Medicaid Program.

Surely you are aware of Washington's long history of inequities to hospi.
tale prior to the Initiation of Titles XVIII and XIX when hospitals were at the
mercy of budgetary leavings of the State Department of Public Assistance.
Health care for the medically indigent has long been an unsuccessful dilemma
when left to the discretion of the Welfare Departments of the separate state.
Significant improvement in equality and standardization seemed apparent under
the original concept of Title XIX. To pass the responsibility back to the states
now is not the solution, it's the problem.

We respectfully and urgently urge you to strive for national uniformity in
seeking a Just solution to the problem of providing health care to the nation's
economically disadvantaged.
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Thank you for your consideration and efforts on this matter which Is of
prime importance, particularly to rural community hospitals.

Sincerely yours, W. . YATe,

Adminiatrator.

GRAYS HARBOR COMtUNITY HosPrrAL,
Aberdeen, Wash., November 2,1971.

Hon. WARREN 5MAGNUSON,
Old Senate Office Building,
Washington, D.C.

DEAR SENATOR: Your support is earnestly requested In opposing Section 232
of HR 1, relative to reimbursement of hospitals, under the Medicaid and
Maternal and Child Health Programs.

Interpretation of certain provisions by local State authorities are becoming
unreasonable and can only lead to additional complications. The term "reason-
able cost", as provided In the bill at the present time, will have no limits,
based on past experience.

Best regards,
PAUl. BLoMQUIST, Administrator.

MARK E. REED MEMORIAL HOSPITAL, INO.,

Senator WARREN 0. MAGNUSON, MoOleary, Was., November 4, 1971.

Old Senate Office Building,
Washington, D.C.

Dz& SENATOa MAONUSON: I am writing to you in opposition to Section 232
of HR1 (Social Security Amendment of 1971). I am sure that you are aware
that this section would permit states to define reasonable costs in reimburse.
meant of hospitals under Medicaid and Maternal and Child Health Programs.

As president of the Southwest Washington Hospital Council, I speak for all
our member hospitals in stating that our long experience has taught us that
this section would be used to put hospitals in the position of subsidizing these
programs. Hospitals have been "under fire" from all sides because of increasing
costs, this type of legislation will make our position that much more difficult
Hospitals have demonstrated their ability to provide the high quality care
expected by our patients, Government should demonstrate their ability to ade.
quately fund the programs they legislate.

I hope I can rely on your support in opposing Section 232 of HP1.
Sincerely,

JOE HOPKINs, Adminfetrator.

MoKAY MEMORIAL HOSPITAL,
Soap Lake, Wash., November.|, 1971.Hon. RUSSELL D. LONe,

Senate Pinance Committee,
Old Senate Office Building, Washington, D.C.

DEAR SENATOR LONG: McKay Memorial Hospital strongly urges elimination of
Section 232 of HR-1.

As a small non-profit hospital, operating on a cost to charges basis, we would
be seriously hurt by the financial hardships that would result from giving
Washington State Department of Public Assistance the freedom to put our
services on a free schedule. What they choose to call "reasonable cost" would
deal a staggering blow to our charge structure. The resulting "charity cases"
would mean additional hospital costs charged to paying patients who are al.
ready burdened by high costs of hospitalization.

Hospitals cannot afford this restrictive legislation, Please come to our aid
by deleting Section No. 282 before this bill goes to the Senate.

Sincerely,
GERTRUDE M. Pnit's, Admnis trator.
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WILLAPA HARBOR HOSPITAL,
South Ben& Wash., November 8, 1971.

Hn. WARREr G. MAONUSON,
U.S. Senator, Washington, D.C.

DiAR SENATOR MAGNUSON: Section 232 of H.R. 1. the Social Security Amend-
ments bill of 1971 contains provisions harmful to hospitals. The section would
permit states to determine "reasonable cost" under Medicaid and the Maternal

, and Child Health Programs.
All too often, "reasonable cost" to states means the amount of payment they

choose to make rather than the real costs hospitals must incur In order to provide
needy patients with good care. At South Bend and Ilwaco, Washington we pro.
vide care first and seek payment second. This policy is necessary to be sure no one
comes to harm.

"Reasonable cost," defined at Olympia, begins with the theory that standards be
established covering length of stay by diagnosis, deductibles, and participation
payment by patients. These people would not be eligible for care If they had any.
thing to pay with and each dingnosis Is peculiar to the person to whom it Is at-
tached. Standards on length of stay ignore the Individual In favor of the
"average."

To sum up, if payment is allowed to be defined by states, it will likely be less
than Medicare and private patients because states (State of Washington) have
never used the opportunity to do otherwise.

Our small community hospitals are financially anemic now, but required to give
complete service to all. Please consider this fact when you consider section 232
of H.R. 1. Social Security Amendments bill of 1971.

Yours truly,
GOmAwL W. BAKFna, Administrator.

SEATTLE GENERAL HosPITAI,
Seattle, Wash., November 8, 1971.

Senator WARREN G. MoAGNUSON,
Od Senate Oltec Building, lt'ashington. D.C.

DEAR SNATou M sAGNUsO.N: The 8,timte Finance Committee Is about to consider
HR-I, the Social Security Amniodments Bill of 1971.

We wish to cell your attention to I-Sm'tion 232 and ask that you seek Its deletion
from the bill.

The limct of Section 232, If enacteil into law, is to pernut state government to
define the "reasonable cost" for reimbursement of hospitals providing service to
Medicaid and Maternal and Child Health Programs. This release from the federal
Medicare criteria for reimbursement is very apt to create a diminished payment
practice to us for care of these patients. The problems of state finance are such
that regulatory bodies will undoubtedly opt for less money to health care pro.
riders Including hospitals. We are currently coping with this tactic as it relates
to public assistance patients and a recent regulation establishing an arbitrary
maximum period of hospitalization.

We ask that you support the present policy of requiring that Medicaid and
Maternal Health and Infant care payment standards be equivalent to those ap.
plied under the Medicare reimbursement formula. Section 232 would eliminate
this requirement.

Very truly yours,
PAUL S. BLISS, Administrator.

CASCADE VALLEY HOSPITAL,
Arlington, Wash.. Novmcnber 4, 1971.

Senator WARR N G. MAONUsox,
Old senate Office Building,
Washington, D.C.

DEAR SENATOR MAoNUsoM:. This hospital would appreciate a negative vote on
Section 232 of HR 1, the Social Security Amendments of 1971. Experience indi-
cates that the State of Washington will disadvantage district owned hospitals
through the Medicaid system. It is our belief that local taxpayers are paying
their fare share for health In the community and should not be burdened with
an unfair Social Security amendment.

Sincerely
ALLEN K. RE.XGTON, Administrator.
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MEMORIAL HOSPITAL,
Odessa, Wash., November 3, 1971.

Senator WARRFN G. MAGNUSON,
Old Senate Office Building,
Washington, D.C.

DEAR SENATOR MAGNUsoN: I am writing to express my string objection to
Section 232 of H.R. 1, the Social Security Amendments of 1071. The commissioners
of this hospital district concur in this objection.

Hospitals in the State of Washington were forced to subsidize the State's pro-
gram of medical care for Indigent persons for many years. It was only with the
advent of Federal intervention that we were finally to recover our actual cost
on these programs. If these Federal requirements are removed, and the State is
allowed to again determine "reasonable cost" it is certain that hospitals will
again be forced to provide care at rates which bear no relationship to our cost
of providing such care. The deficit between our cost and what we are paid by
the State will then have to be added to the bill of the private patient instead of
being equitably distributed among all tax payers In the State. The gross injustice
of this situation Is readily apparent.

I respectfully request that you favorably consider our position in this matter.
Thank you.

Sincerely,
M. L. TRAYLOR, Administrator.

TRI-COUNTY HOSPITAL ASSocIATION,
Dcr Park, Wash., November 4, 1971.

Senator WARREN 0. MAO NUSON,
Old Senate Offlce Building,
lVasheington, D.C.

DEAR SENATOR MAGNUSON: It has come to my attention that H.R. 1 in Section
232 would permit states to define "reasonable cost" for reimbursement to hoe.
petals under Medicaid and Maternal and Child Health Programs.

I do not believe that individual states should have this authority and am
opposed to Section 232.

I do not believe this to be in the best interest of patient, those who pay for the
services or those rendering the services.

As long as the Federal Government Is contributing to these programs they
should assure the providers that the same guide lines are being used In es.
tablishing payments to all the providers.

Failure to do this will bring forth a multitude of provider reimbursement
programs and I am sure in many cases will place an additional financial burden
upon the privately paying patient.

We all know the providers have to have so much funds in order to stay in
operation and to provide health care. This must come from those who use the
providers facilities and if some do not carry their full share then others must
carry mori than their full share. Unfortunately this usually always ends up
being the private pay patient.

Your efforts In providing fair and equable health care legislation Is greatly
appreciated.

Sincerely yours,
CHARLES L. LAuPsoN, Administrator.

THE VALLEY MEMORIAL HosPrrAL,
Sun/ny/ado, Wash., November 4, 1971.

Re HR 1.
Hon. WARREN 0. MAoGUsOW,
Old Senate Office.Building,
Washingtonv D.C.

DEAR SSNATOR: As a concerned Administrator of a hospital I am writing
to express my opposition to section 282 of HR 1 which will permit the State to
set "reasonable costs" for care of Medicaid patients.

It is no secret that our legislature considers the payment of care for Medi.
caid patients to have one of the lesser priorities when it comes to budgeting and
the result has always been Insufficient funds to cover cost&



2981

Title 19 changed this, in that it made the states use the same criteria as Title
18 in arriving at costs.

To allow the states to set their own criteria would again make care of the
Indigent a political football.

Don't take this step backward, don't let the purchaser of care also be the
Judge as to what will be paid. Rather let the Federal government retain this
judgmental Position. Vote to exclude this from HR 1 please.Sincerely,SiceelC. D. BEzmEY, Administrator.

YAKIMA VALLEY MEMORIAL HosPITAL,
Yaklima, Wash., November 4, 1971.

Senator W.MREN 0. MAGNUSON,
Old Senate Office Building,
Washington, D.O.

DzAR SErATOR MAONUSON: We'are writing to register the-ftr6nger possible
opposition to Section 282 of HR 1. The Social Security Amendments of 1071. As
you know, it has only been since the advent of Medicare and Medicaid that
Washington hospitals have received reasonable cost for the care of indigent
patients. We believe that the proposed amendment authorizing states to estab-
lish their own standards of payment for Medicaid patients' care would soon result
in financial disaster to our hospital.

We respectfully recommend that the provisions under section 232 be deleted
from the bill in question.

Thanking you for your consideration, I am
Sincerely yours,

MAx L. HUNT, Administrator.

PROVIDENwc HosPrrA,
Everett, Wash., November 2, 1971.

Senator WARREN 0. MAoNUSON,
U.S. Sen ate Building,
Washington, D.C.

DEAR SENAToR MAONUSON: Providence Hospital, Everett, Washington, is op-
posed to Section 282 of HR-1, the Social Security amendment of 1071, which
permits the States to define "reasonable cost" for reimbursement under Medi-
cald.

Our past experience with the State Department of Public Assistance leads
- us to believe that Section 232 would work to our disadvantage.

Sincerely,
Sister LOUISE LERE4 Administrator.

GENERL HosprrAL o Evzarrr,

Senator WARRE'X 0. ANUSON, verett, Wash., November 8, 1971.

Old Senate Office Building,
C Washington, D.O.

DEa SENATOR MAM USON: Our hospital Board is most concerned with Section
232 of H.R. 1 in which it would permit each state to determine "reasonable cost"
for reimbursement of hospitals under Medicaid and Maternal and Child Health
Programs.

We have fared badly in dealing with the state In the past. Now they want to
pay hospitals less than they gre required to pay them under the Medicare for-
mula.

Somewhere along the way a fair and equitable method of payment must be
found. Section 232 of H.R. 1 is not the answer.

Your support is solicited and very much appreciated in the defeat of Section
232.

Sincerely,
STEPHEN C. SAUNDERS, President, Board of Trustees.
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DAYTON GENERAL HOSPITAL.
Dayton, Wash., November 4, 1971.

Senator W.ARE N G. MAGUsoN,
Old R atc O!ce Building,
Washington, D.C.

DEAR SENATOR MAOUSON: May we express our opposition to Sect. '232 of
HR-I, the Social Security Amendments of 1971.

We understand Sect. 232 would allow the state to define "reasonable costs",
for re.imbursements to hospitals for care provided patients under Medicaid and
Maternal & Child Health Programs. Our experience up to 1967 and the passage
of Title XIX In our state, indicates that arbitrary defilfitions of cost of care by
-ur State Wtlfare Program was much below the cost of care. The hospital pro.
riding care of Welfare recipients did so in most cases. knowing that a financial
deficit would result. There was no alternative, other than by State Legislative
Actiolk to re-coup these losses. With the advent (if Metlicaid. a more reasonable
re-inibursement program was established. With the passing of Sect. 232, the
Medicaid Program could revert to a re-linburs-,ment program that would i,
impossible for hospitals in this state to live with.

We urge your opposition to Sect. 232 of HB-1.
Respectfully.

FRED SCJRECK. Chairman of Board.
CFci, MACKLILT, Secretary.

VIROINIA MASON HOSPITAL,
Seattle, Wash., Xorember 8, 1971.lion. WARREN 0. MAOxtSO.x,

U.8. Senate,
Washington, D.C.

DA.R SENATOR: We are very concerned with Section 232 of 1t1 1 whieh would
provide the individual state with the authority to determine reasonable costs
for care provided patients under Medicaid. listorically we have seen repented
instances where a state with financial problems will immediately trim expenses
and benefits of programs such as Medicaid if given the opportunity to do so.
This is inevitably accomplishetl at the expense of the provider of heotltl eare
as well as the beneficiary.

We believe that failure to delete this section (Section 232) will significantly
Jeopardize hospital reimbursement programs. Further there is als a ntee Io
standardize reimbursement programs between states and this section of coulrse
moves In the opposite direction. For these reasons we would urge you to do every-
thing posble to delete Section 232 front IR 1.

Sincerely,
AUSTIN Ross, Admlnlalrator.

CENTRAL MEMORIAL HOSPITAL,
Toppenish, Waeh., November 4, 1971.

Hon. WARREN G. MAoNusoN,
Old Senate Ofice Building,
Washington, D.C.

SIR: Please place Central Memorial Hospital and myself, a their admin-
Istrator. on record as opposing Section 2.2 of HR 1, the Social Security .\mind-
meants of 1971.

Very truly yours, CI.ARE.NCE. M. PaRrTcI a. A1dministrator.

WALLA WALLA GENERAi. HOSPITAL.
Walla Walla. Womb., November 2. 1971.

Senator WARREN G. MA.UNuso.,
Old Senate Offioe Building,
Washington, D.C.

DEAR SENATOR MAONUSON : We wish to advise that we are definitely ol.p4~o'd io
Section 232 of HR 1, regarding Social Security Amendments of 1971 and would
appreciate your doing all In your power to defeat it.
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From experience it appears that our good State of Washington will probably
take advantage of Section 232 to the disadvantage of hospitals.

Thank you.
Sincerely your.,.

J. A. D.xILA, Administrator.

HOLY FAMI.Y HosPrITAL,
Spokane, IVash., Norcinber 5, 1971.

Ill0. WAmRE. G. MAONUSON,
Old Senale Oftcc B.ildinag,
ll'xh ington, D.C.

IDUAR 'SF ATOR 'MAGNUSON: We wmuld like to go on record as opposing Section
232 of HR 1. the Social Security kineindments of 1971.

As you know, this section liermits slates to define reasonable cost for reimburse-
meat of hospitals under Medicaid and rMlated programs.

We feel that in the State of Washington hospitals are already being subjected
to unrn-asontble deductions as determined by the Dcp~lrtment of Welfare. At a
time when hospitals are being criticized for the high increase in costs, we feel
that this would only accelerate charges t6 the itlents.

We kindly request tlt you (1o what you call to uh1tt this portion of the bill
whwmi it vs-nes ui for dl. vclsiol amnd vote.

Sincerely yours.
Sister MARY AOF:s, 0.1'., J dmin i. rior.
JA. tFu J. MURRAY, A.si.tanl .t diinixtr 1or/Fixcal Services.

Ptr';.r Soi-ND HOSPITAL,
Tacoma. Il't.th.. November 8, 1971.

Re .R. 1. Sochil Security Aim-ndments (f 11171.
HOn. WARREN G. M5AGNUSOX,GIld tZult O01ce Bu1ilding,
Wahinglon. D.C.

DJEAtR SENATOR MAGNUSON: %Ne, would like to bring to your attention the serious
implications of Section 232 of lIlt 1. the Social Security Amendments of 1971 and
express how strongly we oppose this amendment.

Section 232 would permit states to determine "reasonable cost" under Medicaid
and the Maternal and Child Health programs. Under this Section. standards for
Iayment for thee patients could he different from those for Medicare patients.
Payments could not exceed the nimount which would be allowed under the
Medical re formula but could and probably would be less.

Pri r to .Medhid. most states paild hospitals for care of the indigent on the
basis of what was left in their budgets after all other budget needs had been met,
and the amount rarely was sufficient to defray hospital costs. Only since the ad-
vent of Mledicare and Medicaid have hospitals received payment, for the reason-
able cos.t (f these services. Now the governors of the states have asked Congress
to let them establish their own standards of payment for Medicaid patient care.
They want to pay the hospitals less than they are required to pay them under
the Medicare formula.

Some hospitals believe erroneously that they would fare as well with Medicaid
reimbursement levels in the hands of the states; however. past programs prove
the contrary. Medicare and Medicaid patients represent a substantial part of a
hospital's patient load. and further restrictions on payments for the care of these
patients might well affect the survival of many institutions. We feel that the pro.
visions of Section 282 is a most serious challenge to the future of our hospital
system.

We request that you recognize the serlousness of this problem and the possible
effect of this amendment on our hospitals. We recommend that the provisions of
Section 232 be deleted from tbe bill.

Yours truly,
Ron.!RT E. TIVESERS, Adminlstrator.
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EVERGREEN GENERAL HOSPITAL,
Kirkland, Wash., November 4, 1971.

Hon. WARREN . M.AoNusoN,
Old Senate Offico Building,
Washington, D.C.

DEAR SENATOR MAoNuSox: Again I am writing you of my concern about legis-
lation which would permit the states to define "reasonable cost" for hospital care
under Medicaid and Maternal and Child Health programs. I refer to the proposed
Section 232 of H.R. 1. I urge you to work for a change in this section to allow
H.E.W. to make the definition.

Hospitals in Washington state know from long hard experience that "cost"
to the Division of Public Assistance bears little relation to accepted accounting
principles. I am sure you require no explanation of this system of inadequate
appropriations and varying reimbursement formulae developed here in lieu of
cost finding.

I will appreciate your help in improving this Medicaid legislation.
Cordially yours,

F. A. GAY, Administrator.

ST. JosEPH HOSPITAL,
Tacoma, Wash.,, November 10, 1971.

Senator WARREN G. M.ANUso,
Old Senate OOfce Building,
Washington, D.C.

My DEAR SENATOR MAONUsON: May I take this opportunity to express my con-
cern over Section 282 of HR 1.

Experience tells me this Is not the way to develop "reasonable costs" in this
state. I solicit your vote in opposition to Section 282.

Please give it your serious consideration.
Very truly yours,

Sister MARoARET HUDON, Adininisrator.

GOOD SAMARITAN HOSPITAL AND REHABILITATION CENTER.
Puyallup, Wash., November 3, 1971.

Senator WARREN 0. MAONUsON,
Old S ate Office Building,
Washington, D.C.

DEAR SENATOR MAGNUSON: Since I understand that the Congress may adjourn
this session by Thanksgiving and before that time will likely vote on the Social
Security amendments of 1971 (H.R. 1), I would like to again mention the very
real concern that I and my Board members have regarding Section 232 of this bill.

Section 232, as you no doubt know, deals with the definition of "reasonable
cost" by the State for reimbursement purposes regarding Medicaid and Maternal
and Child Health Programs. At the present time, the States have had to.adhere
to Medicare standar(t insofar as determination of reasonable costs go. In Wash-
ington, we are sure that passage of Section 232 would mean the State would
set a reasonable cost level well below that of Medicare particularly in view of the
State's financial problems. This would be an extremely deplorable situation
for our hospital financially. Medicare does not reimburse us in full-they dis-
count the bill by 10-20% and this means the private patients get stuck paying the
difference for both Medicare and Medicaid patients-if a hospital served no one
other than Medicare patients, they would be financially insolvent. If the State
was allowed, as it would be in Section 232, to set reasonable costs at amounts
still lower than Medicare, the hospitals would have no recourse but to continue
passing the cost of these exorbitant discounts on to their private patients,
and we feel the private patient Is already picking up too large a burden. Another
unfortunate result, if the hospitals are forced to absorb further costs of care,
would be that two levels of standards of care might eventually exist, one for the
non-Medicaid patient and another for the Medicaid patient. This would not be to
the liking of the patients, the Government, or the hospitals.

We urge you to do what you can to have Section 232 deleted from H.R. 1.
Sincerely,

DAVID K. HAuRY, Administrator.
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OXANOOAN-DouOLAs COUNTY HOSPITAL,
Brewster, Wash., November 9, 1971. -

Senator WARREN . MAGNUSON,
Old Senate Office Building,
Wash ington, D.C.

DEAR SENATOR MAGNUSON: I respectfully request your review of Section 232
of H.R. I of the Social Security Amendments of 1971.

This section appears to permit states to define "reasonable costs" for reimburse-
ments to hospitals under Medicaid and 'Maternal and Child Health Programs.

This hospital, as well as others in our State, does not feel that the state has
been reasonable in the defining of care and/or handling of funds under present
programs, without being given further jurisdiction. with appropriated funds.

Your opposition to Section 232 will be gratefully appreciated by this Hospital
District and its patrons.

Respectfully yours,
HOWARD M. GAMBLE, Administrator.

COULEN GENERAL HOSPITAL,
Grand Coulee, Wash., November 1, 1971.

Senator WARREN G. MAoNUSON,
U.S. Senate,
.Wsini D.O.
, Dz&x SENATOR MAONUSON: The subject is Section 232 of H.R. 1, Social Se-

curity Amendments Bill of 1971.
Please do all possible to eliminate Section 232 and its intent. Allowing the

various states to determine "reasonable cost" would be disasterous to the finan-
cial condition of all hospitals.

Enactment of Section 232 would Indeed harm the Coulee General Hospital.
We are now-and when I say we I mean the Coulee General Hospital and the

surrounding hospitals that I know of in eastern Washington-are seriously
harmed by the arbitrary and capricious manner in which the Division of Public
Assistance of the Department of Social and Health Sciences renders a final
decision as to what we will be paid for skilled nursing care patients under the
Welfare program. We at Coulee General Hospital, in fact, are losing $4.00 a day
on the care of each and every medically indigent case. This is a very good ex-
ample of what Section 232 would do to us in the acute care hospital phase of
patient care.

Sincerely,
DELOS J. BR1STOH, Hospital Administrator.

WASHINGTON STATE HOSPITAL ASSOCIATION.
Seattle, Wash., Novembcr 1, 1971.

Hon. WARREN G. MAGNUSON,
Old Senate Offce Building,
Washington, D.O.

DEAs SENATOR: I am writing concerning Section 232 of H.R. 1, Social Security
Amendments Bill of 1971, now before the Senate Finance Committee.

This section would permit states to determine "reasonable cost" under Medicaid
and the Maternal and Child Health Programs for reimbursement of ho-pitals.
Under this section, standards for payment for these patients could be different
from those for Medicare patients; payment could not exceed the amount which
would be allowed under the Medicare formula, but could-and almost surely
would-be less.

Hospitals are seriously concerned about their future, If such a program is
authorized by the Congress.

As you know, before Medicaid, most states paid hospitals on the basis of what
was left in their budgets after all other needs had been met and the amount
was insufficient to defray hospital costs. Medicare and Medicaid brought the
payment of reasonable costs for the care patients being cared for under these
programs.

Now, with state government finances at a low ebb, governors are asking Con.
gress to permit them to establish their own standards of payment. It is clear
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that they want to pay less for Medicaid patients than they are required to pay
for patients under the Medicare program.

It Section 232 remains in the bill it will mark a long step backward.
Hospitals have a very real fear that, if payments are reduced, the survival

of voluntary hospitals may be at stake. Hospitals simply cannot carry the finan-
cial load for welfare health care programs.

The hospitals of the state %illl be most appreciative If you will do all within
your power to amend H.R. 1, as It is now written, to delete Section 232 and to
insure that hospitals continue to receive reasonable payment-as determined
at the national level and not at the state level.

Sincerely,
JoN BIGELOw, E.rccuttvc Vice President.

STEVENS MEMORIAL HOSPITAL,
Edmonde, Wa8h., November 2, 191.

1lo1. WAnVaEN G. MAGNUSON,
U.S. Senator,
Washington, D.C.

DE&J SENATOR MAGNUSON: It has been brought to my attention that the states
are attempting to amend II.R. 1 of Social Security Amendment Bill of 1971,
Section 232, in such a way that it would permit the states to determine what
is reasonable cost under Medicaid in the Maternal and Child Health Programs

This Section's standards for payment for these patients could be different
from those for Medicare patients. Payments could not exceed the amount that
would be allowed for the Medicare formula and probably would be less.

Hospitals for many years have suffered from the arbitrary decisions made
by the individual states as to the reimbursement for the medical care those
patients who seek the state's aid in caring for their medical needs.

In this time of criticisms of hospitals and their charges, the revised reimburse-
ment under Section 232 of H.R. 1 would give the public an indication that perhaps
hospitals are really charging more than is absolutely necessary.

I, for one, representing a hospital district here in your legislative district
would say that throughout each and every year, the hospitals walk a very fine
line between breaking even and losing money. As you know, hospitals have no
other source to look to other than Iatient charges for funds to continue services
much needed by the many communities.

It would seem a bit regressive then, to allow states to cut the payment to the
hospitals and base theirs on a different formula than that of the present formula
required under the Medicare law of 1966.

I would appreciate it very much if you would lend your support to the hos-
pitals' argument that change under Section 232 of H.R. 1 not be allowed.

Thank you for your interest and consideration.
Sincerely,

Jos D. SMI.J-Y, Administrator.

ST. HEMN:x HOSPITAL.
Chehali, Wash., No rember 2, 1971.

Senator WmRREN G. MNIt.,uSON,
Old Senatc Office Butlding,
W1a.hington, D.C.

DL.AR SE.ATOR M.ANoUsoN :Section 232 of HR 1, now in the Senate Finance Com-
mittee, is very bad for Washington hospitals. Past experience has proven that
if the level of payment for the care of indigent patients is left to the determina-
tion of Washington State, hospitals will not be paid even their reasonable costs.
When the state does not pay its fair share, as was consistently the case before
the passage of the Medicare Law, hospitals have no recourse except to pass on
this deficit to private patients.

If Section 232 passes, it will be a disastrous step backwards for our hospitals.
I ea rnestly urge you to use your influence to defeat Section 232 of HR L

Sincerely yours,
SISTER Vzzwr. PzARoSi, AdmitnUtrator.
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MEMORIAL. HOSPITAL, INC.,
Pullman, Wash., November 2, 1971.

senator WARREN G. MAONI'SON',
Old $rinite Office Building,11*axh inyton, 1D.C.

:A S.NATOR .MAGNUSO. : We ask that you take a position to oppose Section
232 of HR 1. the Social Security Amendments of 1971. Section 232 would permit
states to define "reasonable cost" for reimbursement of hospitals under Medicaid
anu Maternal and Child Health Programs. The disadvantage to the individual
li.opltals are many because of the inconsistency of many of the states in their
definition to "reasonable cost".
As you know. hospitals have been in a quandary as to the multitude of cost re.

imbursement programs established over the past several years. In m'y opinion,
this would lie another step in complicating the forms of reimbursement and
would without question allow the states an addtlonal arbitrary tool to use In
determininig, not by law but by self-determination, what is or is not a "reason-
aide cost".,Sizicerely,

LNL.ER 0. BID, Administrator.

Tu E RIVERTON HOSPITAL,
SSeattle, Wash., Novembcr 2, 1971.,r inatu'r W'ARIIEx C. M[AOYUSOX',

Old ,unfatc Ofivec Ruildig,
11'ttsh tngton, 1D.('.

DEAR SE.ATOR MAoNUSON: I would like to go on record as being opposed to
wet..ion. 232 of HR 1. the Social Security Amendments of 1971.
Section 232 would permit states to define "reasonable cost" for reimburse-

ntent to hospitals under Medicaid and Maternal and Child Health Programs.
This approach has proved very unsatisfactory in the past in the State of

Washington and we urge you to use every effort to see that Section 232 of HR 1
does not pass.

Sincerely,
RosRER A. hANsoN, Administrator.

STATEMENT' or LEON J. DAVIS, PRESIDENT, NATIONAL UNION OF HOSPITAL AND
NURSING HoME EMPLOYEES, RWDSU. AFL-CIO

February 10, 1972.
To: Hearings on Social Security Amendments-H.R. 1.

'OMMITTE ON' FINANCE,
U.S. SENATE,

1. ORGANIZATION AND MEMBERSHIP

I am Leon J. Davis, President of the National Union of Hospital and Nursing
Home Employees, RWDSU, AFL-CIO, and President of the union's largest local,
Local 1199 in New York City. Our union represents over 70,000 hosphal workers
In ten states. The greatest concentrations of members are in New York City,
Connecticut, New Jersey, Baltimore, Philadelphia and Charleston, South Caro-
lina. The union represents many different categories of hospital workers Includ-
Ing service and maintenance workers, clerical workers, technical workers, and
certain professionals such as psychologists, social workers, and licensed prac-
tical nurses. We also represent 6,000 pharmacists and drug store workers. We
do not represent physicians or administrative personnel.

Local 1199 in New York City Is the oldest and largest local of the National
Union. It has collective bargaining agreements covering workers in more than
forty voluntary (private, nonprofit) hospitals in New York City. These hospitals
comprise about two-thirds of the city's voluntary hospital Ids. They Include a
wide variety of hospitals, including community hospitals In both middle-class
and ghetto neighborhoods, teaching hospitals and medical school hospital centers.

72-573-72-pt. 6-I7
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2. EVALUATION OF HEALTIh RELATED PROVISIONS OF SOCIAL SECURITY AMENDMfENTS

We oppose the way in which the social security amendments are being re-
viewed by Congress. Our opposition is based upon the patcliquilt approach to
solving our nation's enormous and complex social problem. We feel that each
title of this kaleidoscope bill should le introduced i separate legislation. Thuis
would enable public testimony and congressional review to scrutinize each lill
on its own merits. The importance of needed social welfare reform warrants
Individual and close attention. The final product should not be compromised.

As a health union, we will limit our remarks to the strengths and weaknesses
of the medicare and medicaid provisions of title It.
(A) Medicare

1. Extended Eligiblity.i-Health Insurance under Title XVIII, would be ex-
tended to those receiving disability benefits for two years, and hospital Insur-
ance would be offered to the uninsured for payment of full premium costs (ini-
tially estimated at $31 monthly). This measure would aid the 1.5 million long
term disabled, and allow the 350 thousand uninsured over 65 to voluntarily pur-
chase hospital insurance. The latter raises some skepticism since the premium
cost would be prohibitive to the majority of the uninsured.

Extending coverage to the disabled is certainly a step in the right direction.
However, we are opposed to the two-year waiting period before becoming eligible
for Medicare benefits.

Instead, we would favor a six-month waiting period, which would coincide
with the six-month waiting period for disability payments under Social Security.

Medicare was originally intended to serve the elderly who have chronic dis-
eases requiring long term care, as would be the case with the disabled, who
require long term rehabilitation services. Yet services under Medicare, as aptly
pointed out by Dr. Paul Speur of the Physicians Forum, would best fit the needs
of a healthy under 65 adult population, not those for whom the program was
intended. This deficiency is totally Ignored by H.R. 1.

2. Part "B" (Medical) Premiurs and Bligibility -Supplementary Medical
Insurance (SMI) premium increases would be tied In directly with increases
in Social Security. Considering that SMI premiums having increased 87% in
the past five years, totally disproportionate to the meager increases in Social
Security, this is a positive feature of H.R. 1.

Another positive feature Is that H.R. 1 would automatically enroll bene-
ficiaries into SMI. Up to now, many of those eligible, were not aware, or did not
see the importance of subscribing to SMI. This would also have the advantage
of eliminating the penalties imposed on those subscribers who do not enroll in
SMI during the specified time period.

S. Deductible* and Co-payments and Out-offs.--H.R. 1 would increase SMI
deductibles from $50.00 to $60.00. But even more cruel to those on fixed incomes
would be the increased hospitalization co-payments.

Present law provides for full in-patient hospital coverage (minus an initial
$68.00 deductible) for 60 days. H.R. 1 reduces this to 30 days, after which the
patient would pay according to the following schedule.
31st thru 60th day ---------------------------------------- $7.50
61st thru 90th day ---------------------------------------- 15.00
Additional "lifetime reserve" 120 days -------------------------- 80.00

These additional economic barriers to medical care would be most burdensome
to the most poor among the disabled and the elderly. It is our view that all
deductibles and co-payments should be eliminated.

The only positive feature of this section is that the number of lifetime reserve
days would be increased from 60-120 days.

4. H.R. I Bliminates the Requirements that Btended Care Facilities Pro-
- vide Social Services.-And that a skilled nursing home have at least one full

time registered nurse. These provisions serve to downgrade the quality of medi-
cal care and Ignore the loneliness and despair of those confined to these

' institutions.
(B) Medicaid

1. Reduction o1 Servicca and Scope of Medicaid (Title XIX).-Presently
medicaid has a "maintenance of effort" clause, which requires that a state
maintain its aggregate expenditures to its share of Medicaid costs. Under H.R. 1.
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this would apply only to the six mandatory health care services (in-patient
hospital services; out-patient hospital services; x-ray and lab; skilled nursing
homes; physicians' services; and home health services).

States would now be permitted to reduce or eliminate "optional" services,
such as medication, dental care, eye glasses. etc.

Presently, under section 1003(E) of title 19. States are required to demonstrate
they are making efforts in the direction of liberalizing eligibility requirements,
and In broadening the scope of services In Medicaid. H.R. 1 repeals this require.
ment, thus legalizing the tragic cutbacks in services, and the narrowing of
eligibility that has already taken place in New York and other stAtes.

In addition, H.R. 1 reimbursement revisions would reduce payments by one-
third to skilled nursing homes and General or TB hospitals after the first sixty
days, and mental hospitals after ninety days. We see no Justification for this
provision.

2. Deductibles and Co-payments.-Hl.R. 1 would require states to collect
premium payments graduated by income, from the medically indigent who are
not receiving public assistance. In addition, states are permitted to impose
deductibles and co-payments, tiot skewed to Income.

For those receiving public assistance, states would be permitted to charge a
co-payment and/or deductible for optional services (drugs, hearing aids, etc.).
For basic coverage, public assistance families with earnings would be required
to pay a deductible based upon Income.

Once again, we see the use of coinsurance and deductibles as a means of
restricting access to needed health care. Even as a devise to reduce program
costs, cost-sharing features have proven to be Ineffective. This was recently
documented in hearings conducted by New York State Assemblyman Peter Berle.
These hearings, which were designed to measure the efficacy of a recent New
York State law that Imposed a 20% coinsurance on Medicaid recipients, revealed
that it was more costly to collect the 20%. Because collection was administratively
impractical, many doctors and hospitals waive the co-payment charge.

3. Eligibility.--Present law requires a state to provide Medicaid to all public
a.vsitance recipients. With the inclusion of the welfare reform measure (PAP)
in this bill, the state would be required to cover only those whose income falls
below state Income limits. It is our belief that states should not determine levels of
eligibility. Some states, such as Alaska and Arizona, to this day, do not provide
a medical aid program for the poor. The disparity In Title XIX benefits from
state to state can be largely reduced If full financial responsibility was assumed
at the federal level, with the program administered on a regional basis.

Both Medicaid and Medicare in H.R. 1 include numerous provisions aimed at
controlling costs and experimentation with physician peer review. Of particular
note is the Health Maintenance Organization (HMO) option provided for
recipients of Medicaid and Medicare benefits. An HMO Is generally conceived
as some form of comprehensive pre-paid group practice. However, the definition
of HMO is vague, as defined by HEW. It really does not have to be comprehensive,
nor does it have to be a group, nor does reimbursement have to be on a capitation
basis. Nonetheless, It has the potential of improving the delivery of health care,
and it does begin to explore reimbursement methods other than the costly
"'reasonable" and "customary", fee-for-service system. Alternatives to the costly
"reasonable" and "customary" fee-for-service system must be found. In New
York we have observed the ease in which physicians increase their reimbursement
profiles by simply requesting an increase from Blue Shield. If capitation pay-
ments are not used, physicians should be reimbursed on an established schedule
basts. For example, relative value scales have been used with some success in
California and New York.

a. OONGLUBION

Improvements In the availability and access to health care to the elderly and
the poor are far and few between in H.R. 1. The Medicaid and Medicare section
is a step backward that would reduce health services and increase deductibles
and co-payments for those who can least afford it, and In Medicaid, eligibility
would be tightened.

H.R. I emphasizes prudent fiscal management, but demonstrates lack of
sensitivity to the health needs of the medically Indigent. This measure will
prevent the poor and the elderly from receiving adequate medical care. Also,
decreased federal participation will place a heavy burden on already strained
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budget& If passed, H.R. 1 will only exacerbate our present health care crisis
by using the same categorical programs that would continue to fragment the
American people into different health classes with different health benefits.

4. RECOMMENDATION

In the 1900 Comprehensive Health Planning Act, Congress articulated the
principle "that fulfillment of our national purpose depends on promoting and
assuring the highest level of health attainable for every person" and the com-
mitmeut "to assure comprehensive health services of high quality for every
person". Six years later, we still have not been able to fulfill this promise.

For many years, the 1,500 members of the Retired Members Division of our
union has criticized the inadequacies of Medicare and Medicaid, and has called
for a universal and comprehensive health plan for alL And just last month, the
White House Coitference on Aging called for "priority consideration" for Con-
gressional passage of a "comprehensive national health security program which
would include the aged as well as the rest of the population." The fact is, that
Medicare and Medicaid, with or without the amendments being considered by this
committee, falls woefully short of these goals.

The following is a "Statement of Principles on Health Care", which was sub-
itted by the Local 11W. Executive Council, and the Local 1199 Health Care

Committee to 300 participants attending our Annual Health Care Conference hist
June. The statement was unanimously adopted, and in closing, I would like to
submit it for your consideration.

"We need a national policy committed to the principal that every American
is entitled-as a matter of right-to the best health care that our nation's
skill and technology can command. We need a delivery system that assures
the availability of health services to all citizens.
Such a system must include:

A. Universal and Comprehensive Govrage-Health care must be a matter
of right, not privilege. There muit be one system for all. Everyone must be
entitled to care regardless of race, income, sex, age, religion, or any of the
barriers that now create Inequalities. Comprehensive care should Include doctors,
hospitals, medication, dental care, mental health care, nursing home and conva-
lescent care and home health services. These services and facilities should be
used to emphasize health maintenance, and prevent illness as well as to treat
sickness.

B. Equitable Financing.-Health care should be removed from the profit-
making arena and financed by tihe federal government from general revenues.
0. Sound Organ"zation.-'ro develop a national system for the delivery of

health care it Is necessary to:
1. Create an organized service in which the providers of medical care work

together with government and the community for common objectives.
2. Establish neighborhood medical facilities and community medical centers

easily accessible to the people they serve and controlled by duly elected com-
munity boards.

3. Encourage'the development of comprehensive group medical and dental
practice with effective consumer larticilation.

4. Finance a recruitment and training program to meet health manpower
needs and support medical and health research requirements.

We realize that the problem of the nation's health goes beyond what can be
done to improve the delivery of medical care. To assure good health also means
to provide decent food and housing, clean air and pure water.

We believe that our nation has the material and human resources required to
fulfill these essential objectives. We believe that a national health budget must
be adopted that makes the delivery of health care a matter of top priority.

VANCOuvMB, WASn., February 1, 1972.
Hon. Wnm D. MLis,
U.S. Housit or RpRazSENTATIVES,
WGMstoi D.C.

Dz s R&PRcSBNTATIVE MzuLS: I would like to voice my support for your bill
HR 1 and especially for Senator Ribicoff's amendment pertaining to It which
extends benefits to single and childless people as well.
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In this day and age it seems quite impractical to continue governmental sup-
lort through taxation subsidation of large. families and financial penalty from
refraining from them. It would seem much more equitable to encourage smaller
families or at least to extend no advantage to families with larger families. It
seems, in fact, that a reward should be in order for having less children and
a progressive penalty be instituted for having more children.

We must move toward stabilization of our population in order to preserve
the remaining resources this country possesses. If we do not anticipate the
problems of providing for a geometrically ftccelerating'population we may soon
have few resources with which to support them with. This would result In a
durastic decline In the quality of life we can provide each citizen.

I would appreciate inclusion of this letter in the record now under review
by the Senate Finance Committee.

Sincerely,
STgVE HOLMAN.

STATEMENT PREPARED BY STATE REPRESENTATIVE ARTTIUR L. BrcK. WYOMING,

NATIONAL TEnIS.ATIVE CONFERENCE TAsK FORCE ON ItJMAN RESOURCES

ENACTMENT OF IH.R. I

It is the consensus that it might be better to defer enactment until pilot pro-
grams in a few states, both sparsely and heavily populated, to determine merits
of the program before adoption nationally.

There was general concurrence with the statement of objectives for true welfare
reform outlined by Chairman Russell Long:

1. It must discourage family breakup and foster family unity:
2. It must prevent cheating and dishonesty and when this fails, detect

it and deal firmly with it;
3. It must reward efforts at self-help rather than rewarding idleness

among the employable: and
4. It must provide adequate child care services for children of low-income

working mothers and mothers on welfare.
Since there is considerable variation among the states in welfare volmne and

extent of services, some latitude should ie left to the several states in admin-
lstration of the program. (Only 3% of Wyoming's population, approximately
8.000 persons. are on welfare.)

NATIONAL .MINIMUM INCOME STANDARDS

In view of inflationary developments. there i an obvious need for upward
djlustmPnt. at least to the level of that proposed in H.R. 1. (Wyoming presently

nalows $104 monthly for Individuals and $178 for couples.)

FISCAL RELIEF OF FISCAL PROTECTION FOR STATES

States should have federal relief In the proposed program of national cover-
ag-e in deference to the new residence requirement as determined by the courts.
At least the states should have no additional liability.

FINANCIAL INCENTIV'ES TO WORK, OR INCOME DISRFAARDS

Incentives shmld be retained. (The first $30 and one-third of additional income
are permitted In Wyoming.)

WORK REQUIREMENTS AND SUITARILITY OF WORK

Should le determined by the individual state, depending on nature of relief
rolls and availability of opportunity. (In Wyoming. opportunity is limited, both
In the private and public sector. Retraining, also expensive. Is essential In many
cas es.)

F.DERAL-STATE AnMINIRTRATIVF. RERPONSTRIIITIFE AND OPTIONS

Federal Remulations as a rule are not flexible enough to meet requirements
of individual states. (Wyoming has no large urban areas which may be eligible
for impact programs.)
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DAY CARE AND CHILD DEVELOPMENT SERVICES

Is needed at low income level when pay of parent does not compensate for
cost of child's day care which in many cases is inadequate and not socially to
best interest of the child. (Child care centers in Wyoming at present are inade-
quately regulated.)

WELFARE ADMINISTRATIVE PROCEDURES

Procedures should be implemented by, in addition to interview, validation of
statements involving checking with various federal social security and tax infor-
mation sources.

In addition, a deserting parent would be obligated to the United States for the
amount of any federal payment made to his family less any amount that he
actually contributes by court order or otherwise to his family.

STATE ROLE IN ADMINISTERING MANPOWER, CHILD CARE AND SUPPORTIVE SERVICES
IN THE OPPORTUNITIES FOR FAMILIES PROGRAM FOR EMPLOYABLE RECIPIENTS

Administration should be left to the states without the involvement of the
Labor Department. Local agencies are more familiar with recipient needs In
relation to actual working conditions and pay scales. (Employment is frequently
limited to a short work week so that the employee does not qualify under exist-
Ing statutes.)

STATE ADMINISTERED SOCIAL SERVICES

The concept of an "open-ended" appropriation should be restored, eliminating
the ceilings as provided in H.R. 1.

DEPARTMENT OF HEALTH AND HOSPITALS,
Boston, Mass., February I, 1972.

lion. GAYLORD NELSON,
U.S. Senate,
WVashington, D.

DEAR SENATOR NELSON: I would like to go on record in support of 8. 2135, a
bill to amend Title V of the Social Security Act concerning special project grants,
introduced June 28, 1071.
* As Director of Maternal and Child Health in the City of Boston Department
of Health and Hospitals, I have Intimate knowledge of the importance of these
projects to the health of the poor children and mothers in Boston. The deleter-
ious effect on their medical care that they would suffer if the projects were to
be phased out or substantially reduced in scope before adequate replacement
mechanisms were actually functioning would be irrevocable.

There are five Maternity and Infant Care Projects in Boston. They are oper-
ated in conjunction with five hospitals which together account for about 90 per-
cent of the deliveries In this city. During the fiscal year ending June 80, 1971,
the projects provided more than 12,000 prenatal visits to 1,860 women living in
low Income neighborhoods of the city. This is 17 percent of all of the women who
had babies during that year.

Boston City Hospital is the major health provider to the poor of this City.
The Department of Health and Hospitals is the grantee for funds which enable
it to operate Maternity and Infant Care satellite units in three locations, with
Boston City Hospital as their back-up. In 1971 (calendar year) there were
1,223 women who received their care in these three units; they accounted for
slightly more than half of all deliveries at City Hospital. It Is noteworthy that
the provisional figure for the infant mortality rate in Boston In 1070 is 21.7
deaths per 1.000 live births, a 14 percent drop from the rate for the three year
period, prior to the establishment of these projects. We expect the rate in 1971
will be even lower. Not only is prenatal care reaching a substantial number of
the poor women In Boston within the neighborhoods where they live, but also
the care they are receiving is having a salutary effect on the infant mortality
rate.

It is more difficult to find objectives, statistical evidence of the impact of the
Children and Youth Projects. We have not performed the analyses done else-
where which document deductions in hospitalization rates, increased Immunlza-
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tion levels, and improvements in other parameters of child health. However,
there is no reason to think that our experience will be any different from those
that have been studied and reported. Children and Youth Projects in Boston
are operated by four grantees with funds that come through the State Depart-
ment of Public health and a fifth with funds that come to the grantee (Massa-
chusetts General Hospital) directly from the Maternal and Child Health Service
in Washington. At the end of fiscal 1971, there were more than 22,000 children
registered In the Projects operated by the first four above. These are all in
facilities located in poverty areas of the City. We have evidence that more than
b) percent of the registrants in a center live within a mile of it. Children who
previously had only episodic care, for which they had to travel long distances
and wait in hospital clinics and emergency rooms, are now being reached with
comprehensive ambulatory medical care In their own neighborhoods.

The acceptance of these services by the populations to whom it is directed
may be typified by the experience of the Harvard Street Neighborhood Health
Center which is operated by the Department of Health and Hospitals with
Boston City Hospital as the back-up. This facility was seeing about 880 children
per month in the first part of 1970. By the end of 1071 it was seeing 1,10(0 children
per month, an Increase of 25 percent and one which was stretching the capacity
of the physical phint.

Many of our Title V Project facilities in Boston are working with some of
the newer methods of delivering primary care ih. the neighborhoods. Nurse mid-
wives, nurse practitioners, lara-professional outreach workers, screening tech-
nicians, team medicine, problem-oriented record, are in evidence at one or
another of the health centers funded under this legislation. Thus, while deliver-
Ing good care to children who would not otherwise receive it, these projects
are testing ways to improve the product and make limited resources stretch
further without impairing quality.

Finally, I would like to emphasize the importance of a full five year extension
of the authorization for these projects. One of the prime reasons for their
success has been our ability to recruit interested, highly qualified personnel
to staff them. While there has been some turnover In the staff, it has been less
than in other programs serving similar populations, and there was no difficulty
in finding replacements. The uncertainty surrounding the future of these proj.
ects, however, has impaired our recent recruitment efforts. To extend them for
one year or even two will not improve the situation. I do not expect the M1atern-
Ity and Infant Care or Children and Youth Projects to continue Indefinitely.
However, I am firmly convinced that a five year extension of the authorization
will enable us to retain, or recruit anew, the qualified personnel that will be
necessary to operate these programs. This extension could also help us plan
for the successful integration of these programs into whatever total health
program emerges from the deliberations of the Congress and is implemented
nationally over the next few years.

Sincerely yours,
RowLA,,ND L. MINDLIN, M.D.,

Director, Maternal and Child Health.

AiEICAN" AssocIATION Or DENTAL SCHOOLS STATEMENT OF POLICY ON NATIONAL
HEALTh INSURANCE PLANS, SuBMn'rzi BY JOHN 3. SOLLEY, D.D.S. PRZSIDzzT

The Excutive Committee of the Association, representing 90 institutional mem-
bers and more than 1500 individual members, strongly endorses the principle
that total health care, including dental care, should be made available to all
the citizens of the United States, without regard to economic status. The
A.sociation Is prepared to support any national health insurance plan which
may be developed, provided that It represents a serious and realistic attempt
to improve and expand the present systems of health care delivery among all
health professions, Including the dental profession.

The Association believes that an over-riding goal of any national health
insurance plan should be to provide a single standard, quality health care
service for all citizens and, to do so, any proposal should encompass the following
principles:

1. Health care should be available to all, regardless of ability to pay.
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2. Dental care-particularly preventive care--should be included as an Integral
part of total health care.

3. Qualified health professionals and health professions' educators should
retain responsibility for program design and management and Iwer review
procedures should be used to ensure that high standards of quality care will
be enforced.

4. Consumer participation should be encouraged to develop and evaluate
approaches to Improve health care services at the community level. Consumer
participation should also be encouraged in the decision-making for the design
and governance of the delivery system.

5. Initial emphasis should be placed on providing total care for people who
cannot afford or who do not now have ready access to health care facilities
and services.

6. The existing system of health care delivery, whenever possible and appro-
priate, should be utilized; however, and concurrently, funds should be identified
to develop new and Improved delivery systems.

7. The health delivery systems should be structured to provide support to
maintain and expand the supply of health professions' and allied health profes-
sions' manpower.

S. Evaluation and review procedures should be clearly stated and described
to ensure maximum flexibility and effectiveness.

9. The'Intra- and extra-mural facilities of health professions' schools should
be accorded vendor status to provide care and services for slwciflc sections of the
population.

10. Professionals and allied health professionals employed by schools of the
health professions should be utilized in the development of new health care
systems.

The Executive Committee has approved the foregoing principles which It
be'leves will meet with the approval of its members and recommends that they
constitute the basis for the Association to comment and react to any present
and future proposals.

STATE ENT OF T1r. AMERICAN OPTOMETRIc AssocIATION

Mr. Chairman and members of the Committee: the American Optometric
Association appreciates this opportunity to present Its views of health care
aspects of H.R. 1, the legislation before you to amend various Titles of the
Social Security Act and further improve services to beheficlaries.

The American Optometric Association is a federation of optometric associa-
tions and societies in the fifty States and the District of Columbia, whose comn-
blned membership totals 17,221 Individuals. There are 20,100 optometrists
licensed in the Nation today, located In more than 5,400 cities and towns of
all sizes

Ready access to professional vision care from a practitioner selected by the
Medicare or Medicaid beneficiary Is a matter of great concern to the American
Optometric Association. Those eligible to receive health care benefits under
Part B of the Medicare (Title XVIII) program are now, in effect, denied this
freedom of choice as well as comprehensive vision care services. In similar
fashion, those who are eligible to receive benefits under the present Medicaid
(Title XIX) program and others who might qualify for services upon enactment
of the proposed Title XX (Federal Aid to the Aged, Blind, and Disabled) should
also be assured of their right to select either a physician or an optometrist for
the visual care allowable under the Titles of the Act.

The American Optometric Association believes that II.R. 1 as passed by the
House of Representatives represents good legislation which will substantially
improve the availability, quality, and delivery of health care services to bene-
ficiaries. especially under programs authorized by Titles XVIII and XIX, as
well as the new Title XX.

COUPREHENSI"v VISION SRvIcEs UNDER MEDICARE

Just as we !'atve in each Congress since the present Medicare program was
first considered, this organization supports the concept of providing a complete
range of comprehensive visual care for Medicare beneficiaries, including eye
examinations at regular intervals and, when financing permits, the provision
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of corrective lenses or other services necessary to restore, preserve, or enhance
the functional vision of Medicare beneficiaries. We still support and recommend
adoption of a comprehensive vision care program of this type; however, until
Nuch time as the Congress finds such a plan economically feasible, we believe
every possible means should be used to provide our elderly citizens with the
most convenient access to all licensed practitioners for allowable services under
the Title XVIII program.

SUPPORT FOR AMENDMENT OF SECTION 1801 (R), TITLE XVIII

While this statement is in support of the amendments contained in H.R. 1,
certain aspects of the legislation are of concern to our membership.

From the inception of the Medicare program in 1965, beneficiaries who re-
quired visual care have been denied convenient access to the services of optom-
etrists. It is our belief that exclusion of the services of optometrists was an
oversight in the original legislation, which has been further compounded by
admilistrative interpretation Inconsistent with the intent of Congress.

When Medicare amendments were considered in 1907, and again in 1909, this
Committee recognized the need to eleminate the serious Inequity fostered by
language of the law which required a beneficiary to seek the services of a physi-
cian rather than obtaining such services from an optometrist--even if the visual
nee~ls of the beneficiary had been met by an optometrist for many years.

On both occasions, the Senate Finance Committee approved an amendment
to Section 1861 (r) to include an optometrist in the definition of "physician" for
purposes of Title XVIII. This amendment did not -survive Conference. There-
fore, the problems of unnecessary expense, inconvenience, and inequity are still
present under Title XVIII today, with respect to the availability of covered eye
care services for Medicare beneficiaries.

During the first session of the 02nd Congress, when the House Ways and
Means Committee reconsidered the proposed amendment to Section 1801(r),
the Committee members recommended lts adoption. The amendment was subse-
quently passed by the House in its final action on H.R. 1 which Is before you
toxly.

We believe the Ways and Means Committee Is to be commended for its action,
which was fully In keeping with its previous posture stated In House Report
91-1090. which stated: ". . . the Medicare provisions as related to optometrists
may need revision in that some optometric services when provided by a physician
are covered, but may not be covered when provided by an optometrist."

Language of the House-passed bill, H.R. 1, is similar to language approved
by your Committee in the 90th Congress and identical to language approved by
this Committee and subsequently passed by the full Senate in the 91st Congress.
Its intent and potential effects are clear: that is, any Medicare beneficiary who
prefers to consult his or her own optometrist for purposes of obtaining covered
services may do so.

The American Optometric Association urges Committee approval of the lan-
guage passed by the House in the bill before you today.

TITLE XIX RECIPIENTS MAY BE DENIED OPTOMETRIC SERVICES

Under present language contained in Title XIX, it is not only possible, but
a provable fact that In States whose Medicaid programs specifically provide for
eye care, physicians can be and are being paid for the same services optometrists
are qualified and licensed in that State to perform.

This Is patently unfair to the Medicaid beneficiaries whose visual needs may
be left unattended and from the viewpoint of America's optometrists, the situa-
tion is equally undesirable and Inequitable.

In his comments on the floor in 1969 when the Senate considered and passed
the "Anderson Amendment," Chairman Long made it clear that the Finance
Committee's Intent was to assure that If a State Medicaid program provided
for eye care that an optometrist is licensed to perform, the State Medicaid
program must also allow an optometrist to render and be paid for those same
services.

We be'leve the Committee approach to this particular situation, as delineated
by Senator Long, Is entirely proper, Justifiable. and equitable. However. past
experience has ithown that unless specific language it Included in the appropriate
Section or Sectlons of the Act. the good Intent of Congrems can all too easily
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be circumvented through misinterpretation of the Act by those who administer
the medicaid program in the States.

The American Optometric Association therefore urges that under Section
1905(a) of Title XIX, the present "number (15)" be renumbered as '(10)"
and that a new "number (15)" be Inserted, to read as follows:

"(15) where a State plan approved under this title specifically includes
in physician services authorized under '(5)' of Section 1905(a) the provision
of services which an optometrist Is also licensed by the State to provide.
then such services may be provided by a physician skilled In diseases of the
eye or an optometrit, whichever the Individual shall choose."

SERVICES OF OPTOMETRISTS UNDER PROPOSED TITLE XX

H.R. 1, as passed by the House of Representative.% would repeal sections
dealing with Aid to the Blind now contained in Titles, I, X, and XIV of the
Social Security Act.

When the Ways and Means Committee and subsequently the full Hou-se of
Representatives repealed all the language in Title X and replaced It with a
new definition of blindness, the revised definition did not include the "Freedom
of Choice" provision which had been part of the language of Title X and Title
XIV.

We feel this was an oversight due to the fact that the Federal regulations
presently permit optometrists to determine blindness.

Since, however, Federal regulations can be changed, it is therefore our con-
tention that to assure beneficiaries under the new Title XX are not denied
the services of optometrists, such services must be specified in the language
of Title XX rather than relying upon administrative interpretation to amure
freedom of choice of practitioner.

In order to carry out tie intent of Congress regarding the utilization of
optometric services under Assistance for the Aged, Blind, and Disabled we
recommend that H.R. 1 be amended as follows: Under Section 2014(2) of
H.R. 1, page 529, line 21 of the bill (dealing with the new Title XX of the
Social Security Act) that the tierlod after ". . . of 20/200 or less" te deleted
and that the following new language be added: "provided 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

shall select."
OPTOMETRY'S POSITION ON PEER REVIEW

The American Optometric Association is deeply concerned alhiut the concept
of profe.slonal standards review under the various Titles of the Social Security
Act. As the investigations of this Committee showed in 1970. considerable sumis
of Federal funds might have been savcd and better health care might have
resulted had more effective methods of review been initiated at the outset in
both the Medicare and Medicaid programs. We concur with those who belire
that revision of the review system Is necessary and fully Justified.

With Information available from over half a decade of Medicare and Mdl-
caid operation, It should now lie possible to effect general imiprovei)eiuts In the
professional standards review sections of Titles XVIII. XIX. nnd other portlonh1
of the Act which rely upon peer review for maximum eMclency.

This association supports any system of professional standards review which
holds promise of being feasible, fair, and pr, active of the desire result. The
very phrase "peer review" dictates the manner In which such a systeiti shoiildI
operate: services provided by any health care practitinner to I'enellehi ries of a
health program authorized by the Social S,-curity Act should lie reviewei hby
other practitioners of the same health discipline with respect to IprofessionIal
standards, ethics, performance and procedures.

Optometrists cannot and should not be permitted nor required to Judge the
efficacy of treatment or patient management provided by a physician or a
dentist. Conversely. a physician or dentist should not lie permitted nor required
to pass Judgment on the efficacy of services provided by an optometrist.

Well organized professional standards review mechanisms -re genernalr avail-
able In every State for review of the performance of practitioners within eacth
of the health professions. In the case of olitometr.r. the experience of thiq Iro.
fession In professional standards review dates bnck to early 1960's when ft



2997

peer review system became necessary under the newly-enacted Kerr-Mills legisla-
tion, forerunner of today's TItle.XIX program.

We would hope that any legislative proposal on peer review would include
provisions to assure true peer review for all health care providers.

USE OF lIMO'S BY MEDICARE AND MEDICAID BENEFICIARIES

II.R. 1 allows beneficiaries of Medicare and Medicaid progrnnms the choice
of health services from Health Maintenance Organizations (lIMO's) where such
groups exist. We view this as a desirable feature as n matter of convenience
to lieneflciaries and possible savings which might le effected by utilization of
all 11IO or similar r comprehensive group practice.

The American Optometric Association is concerned, however, that beneficiaries
who select the Health ,Maintenance Organization as a source of services should
be atsured that the full range of services allowable under .Medicare or the
Iarticular State's Medicaid plan will be equally available In the lIMO. We
believe the Congress should direct the appropriate agencies administering these
lIrogramus that any Health ,Maintenance Organization providing services to bene-
ficiarles nider the Act must make available all the basic health care services
sliecified In Title XVII I and Title XIX, and that optometrists and other primary
providers of health services should be spelled out by the Congress.

Only Iii this manner will unnecessary delays and confusion caused by admin-
istrative misinterpretation be avoided when the Medicare or MI(icaid bene-
ficiary seeks services through an IIMO.

SUMMARY AND RECOMMENDATIONS

The American Optometric Association recommends Committee approval of II.R.
1 wilh further aitendmnen.ts set forth in this statement, in the following subject
areas:

1. Title XVIII (Medfiare).-We recommend adoption of the amendment to
Section 1S1 (r) as passed by the House of Representatives and approved on two
i-arlier otwaslli'imi,4 by the Setnate Committee on Finance, which would deilne an
optompt rist as a physician for purposes of this Title:

2. TITLIE XIX (Jf DICAID)-We recommend Committee adoption of the
amendment to Sectlon 1005 (a) x which would assure the availability of optometric
servils to beneficiaries where those visual services are provided for under the
State Medlcaid program;
3. TITI, X1I'ii AND XIX (MRDWIARB AND MRDICAID) ON PEER Rn.

VI'I .- We recommend that any legislative proposal dealing with peer review
umachanlsans Insure a system of true peer review by the same health discipline be-
ing reviewed with respect to professional standards, ethics, performalice, and
procedures:

5. TITLEI X1IIII. SECTION 188 6(a), HEALThH MAINTENANCE OROANIZA.
TION,.-We recommend that the Committee adopt language which will assure
a henellelary who selects an 1.MO that the full range of services specified in
Tithi, XVIII and those a State Medicaid plan provides under Title XIX be made
available In the Health .Miintenance Organization setting: nd

5. TITLE XX (A IST .INCrE FOR THE AOHD, BLIND. AY D DISABLD).-
We reconlmud ndoption of the amendment to Section 2014(2) which would
maintain itke freedom of choice concept in determilatiln of bliduess for the
be ,lfleh ry.

STATENF.NT BY THE SPLCIAT. (1oMMITTE. ON 11R.. 1. REPRESENTING TiE Cont.ttTrEE
ON AI.O. ('ONUMITT.E" ON FAMILY AND CIiL1.D WEI.FARE, COMMITTEE ON 1I"ALTII,
IN TIlE DEPARTMENT OF PUBILC AFFAIRS OF TIE COMMUNITY SERVICE Socirr

The 1071 amendments to the Social Security Act passed by the House of
Reirsentatives contain the most far-reaching changes In the notion's Income
maintenance system to be considered by the Congress at any one time share
1)35 when the Act was enacted. The Congress Is to be congratulated on under-
taking so major a legislative overhaul as that embodied in h.R. 1. This is a
mas,4ve piece of legislation making significant changes In a wide range of social
policies. We consider some desirable, some undesirable. Therefore, we do not
find It useful at this stage to adopt a position for or against the Bill as a whole.
Instead, we are commenting on the Bill by reference to its main objectives.
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Uur concern is for the consequences of the proposed changes on the social a.,
physical well-being of the citizens in our own community and throughout the
nation. As a voluntary, nonsectarian social welfare agency, the Community
Service Society since its founding in 1848 has been dedicated to strengthening
family life and to the betterment of community life. Its Department of Public
Affairs, through its citizen committees and staff, is that arm of the Society which
engages In social and legislative action aimed at the Improvement of community
conditions, services and facilities.

Our analysis and comments on the Bill are the product of joint study by
representatives of our Committees on Aging, Family and Child Welfare, and
Health. These committees are concerned with the implementatlo of the Social
Security Act and the related federal, state and local measures authorizing pub-
licly funded and administered income support, health and social service pro-
grams. They have developed expertness in their respective fields. They have
spoken over the years, both in support and in criticism of legislation and admin-
Istrative actions affecting these programs.

Our statement is presented In two parts. Part I discusses the main objectives
of the Bill and how the major provisions would, in fact, implement these objec-
lives. In Part II we present a more detailed analysis, by titles and sections of
the provisions discussed broadly in the first part of the statement and a few
provisions of a more technical nature which are omitted from comment iII Part I.

PART I-AALYSIS OF II.R. 1 OBJEcrvEs AND IMPLEMENTING PROVISIONS

ILR. 1 appears to be directed to three main objectives. These are (1) Improve-
ment of the nation's Income security programs, (2) reduction of the numbers
dependent on public assistance, and (3) improvement In the administration of
those health programs with which the federal government is financially Involved,
namely, Medicare and Medicaid, and to a lesser extent, Maternal and Child
Health Services. We also offer comments on the provisions of the Bill that affect
the social services and public accountability.

A. IMPROVEMENT NT OF THE INCOME SECURITY PROGRAMS

The nation currently applies two different principles In its income security
policies: provision of social insurance benefits as a right to insured persons in
the event of inability to earn because of old age, retirement, permanent dis-
ability, death of a breadwinner and unemployment, and a system of assistance
payments on the basis of demonstrated need in the individual case to those not
covered by social insurance or whose insurance payments are inadequate for
their needs. The assistance system In turn is in two parts: a group of federally
aided programs for needy aged, blind and disabled and for families with de-
pendent children and a wholly state or state/local program fo' all other needy
peol)le. H.R. 1 deals with both insurance and assistance.
1. Anmendients to the federal old-age, survivors and disability insurance program

This is probably the most satisfactory part of the Bill. We welcome those
amendments in Title I of H.R. 1 which increase the role of social insurance In
providing income security by improving the level of benefits and liberalizing
eligibility. In particular, we strongly support the 5% increase in benefit levels
across the board. We are especially pleased that the Bill provides for automatic
Increases In the benefit levels with increases in the cost of living, as this will
protect beneficiaries from erosion of the purchasing power of benefits as prices
rise. The proposed increase in widows' and widowers' benefits from 82%% to
100% of the deceased spouse's benefit is also a move In the right direction. We
believe, however, that the proposed increases in the minimum benefits are too
meagre and that an increase to $100 an individual and $150 a couple would be
desirable. As our detailed comments In Part II Indicates, we are in general in
favor of other amendments such as those that would Improve the benefit levels
of persons long covered by the program or postponing retirement beyond age 6.5.

We are glad to see some liberalization of the retirement test though we suggest
exploration of the possibility of a variable formula permitting retention of
larger dollar earnings by beneficiaries at the lower level benefit levels.

We recognize that the liberalizations of the program will increase its costs and
we are concerned about the increasingly heavy burde nof the regressive wage and
payroll taxes, especially on low income receivers. While we note with satisfac-
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tion the increase in the level of taxable earlngs (both Immediately and in the
future by tying the level to Increases in the general level of covered earnings),
because this will involve tapping ever higher incomes and thus somewhat reduc-
ing regressivity, we would hope that the Congress would explore other sources
of funds. In that connection our own studies indicate that the investment policies
of the Fund Trustees have resulted ill interest yields considerably less than
could have been legally obtained and we suggest adding to the Trustees two
representatives of the public to assure that investment policies would not so
strongly reflect the fiscal interests of the federal government.
2. Assistance for the nacedy aged, permaicntli disabled and blind

The changes which Title III would bring about represent a major step for-
ward. We strongly favor the creation of a federally financed and administered
program which would introduce a long-needed federally determined floor of
assistance and uniform eligibility conditions for the nation as a whole. This Is
indeed a major advance. We also support the use of the Social Security Admilnis-
tration as the agency to administer the program, as proposed by the 4Vays and
Means Committee. This agency has an outstanding reputation for administering
social security in a manner which emphasizes the rights of beneficiaries, respects
their dignity and at the stane time protects the interests of tile itsuratice fmuds.
In the hands of such ank Administration there is good reason to expect the kind
of non-discretlonary and objective determination of hoth eligibility and pray-
ments amounts to which the long-perlod dependency of the aged, the blind and
the permanently disabled so obviously lends itself.

We note, however, that the proposed level of the federal minimumn is consid-
erably below even the poverty level for aged Individuals and slightly below this
for aged couples. Although tile Bill provides for a staged increase by 1975, it is
to be expected that prices also will rise during this interval but the Bill does
not require that the dollar minimum shall be automatically adjusted to increases
i tihe cost of living.

Given the relatively low level of the federal minimum and the fact that it Is
lower than many states are now paying, It is regretable th,,t the Bill does not
require the states to supplement the federal payments up to at least their current
level. While Section 509 puts considerable pressure on the states (on pain
of losing federal reimbursement under Titles IV. V, XVI, and XIX of the
Social Security Act) to supplement up to the amounts recipients would have
received in June 1971 together with the bonus value of food stamps which
were provided or available, a state could avoid this pressure by passage of state
legislation specifically prohibiting it from supplementing the federal minimum.
Given the present tendency of the states to lower their standads and cut welfare
expenditures it seems likely that many will take advantage of this leeway. We
urge amendment to require the states to supplement at least up to their previous
payment levels (including the cash value of the food stamps bonus) and federal
participation in the costs of such supplementation.

r"- Furthermore, although as we stated above, eligibility conditions are uniform
geographically. it is unfortunate that the Bill would perpetuate the differential
treatment of the aged as compared with the blind and disabled who would be
permitted more liberal disregards of earnings. We see no Justification for this
discrimination against the aged.
3. The Family Assistatce Plan (PAP)

Title IV of the Bill replaces the e sting Aid to Families with Dependent
Children (AFDC) program. with a new assistance program for families with
children, the main feature of which is provision of a federally finnaced and
administered assistance payment with nationally uniform eligibility require-
ments. Adoption of this principle is a major step forward and one we have long
urged. Our satisfaction is, however, greatly diminished by the way the Bill
implements this policy.

First, the federal minimum Is far too low, and fails to reflect geographical
differences in costs of living. The sum of $2400 for a family of four is well
below even the meager 1970 poverty line ($3968). and for larger families the
payment is even more inadequate due to the setting of a maximum of $800 to
total payments however large the family. The standard is even below the current
assistance standards of about half the states and maks no provision for auto-
matic adjustments in the dollar amount of thelminimum with increases in the
cost of living. We believe that the minimum guarantee should be substantially
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Increased and that if, for financial reasons, it is initially set below the poverty
itwel the Bill should provide for a staged Increase toward a more satisfactory
living standard as national income rises.

Second, given the low level of the federal minimum and its shortfall as com-
pared with w hat many of the states are even now paying, it is unfortunate that
the Bill does not mandate state supplementation up to at least current payment
levels. For reasons we have already given, we do not believe that Section 509
is an adequate substitute for such a requirement.

Third, while we regard food stamps as an inferior substitute for an adequate
cash payment and thus welcome the incorporation of the bonus value of food
staiiips in the basic federal cash payment, we believe it unfortunatae, so long as
the federal minimum falls so far short of even the current poverty standard and
so long as state supplementation Is so problematic, that recipients of FAP would
not be permitted to buy or use food stamps.

Another new feature of FAP is the coverage of the working poor. The check
to initiative and the inequity of denying assistance to those whose efforts at
self-support yield them an income below assistance standards has long been ap-
parent. While we welcome rectification of this injustice we also recognize that
supplementation of earnings raises some difficult economic Issues and In any
case will greatly increase the numbers of PAP recipients. We would hope that,
for the longer run, the Congress will continue to explore other ways of dealing
with the problem of full-time earnings that are insufficient for family needs.

In any case, families other than thbse with working mothers are assured sup-
plementation only up to the level of the federal guarantee, for the supplementary
programs of the states are permitted to exclude families with both parents pres-
ent and not incapacitated, regardless of whether the male parent is employed
or unemployed.

The two assistance programs introduced by H.R. 1 do indeed mark a major
step forward by Introducing the important principle of a federal minimum
standard. federally administered. But taken together and considered in tile light
of current. needs In our public assistance programs and policies, they have serious
shorWomings over and above those to which we have drawn attention when
considering them individually.

First. neither one provides assistance for single or childless adults under age
05 who are not disabled. In addition, families headed by a full-time college or
university student are excluded. Quite apart from hardship to the families in-
volved this last provision seems clearly inconsistent with the emphasis placed
In Title IV on training as an aid to employability.

Second, the combined programs perpetuate the shocking discrimination in our
assistance policies against families with children. As the Bill now stands, tile
federal minimum for a family of four Is no more than the minimum for couples
who are aged, blind or totally disabled, while for larger families the discrepancy
is even more pronounced. And while we recognize that in the past, improvement
in social provision for the needy has taken the form of gradual removal of one
category after another from the total group in order to grant them more liberal
treatment, we are concerned that the application of the policy In practice has
tended to isolate what may be called a "discarded population" whose charac-
teristics do not invoke popular sympathy, and on whom public resentment about
the rising costs of public assistance can be concentrated. Thus the Committee
on Ways and Means makes it clear that the Secretary of Health, Education and
Welfare (HEW) is expected to provide a much more stringent administration
of elIgibility conditions for the FAP families than for the H.R. 1 Title III adult
categories: for the latter a declaration system for applications would not be
ruled out as it would be for the FAP population, nor would the verification and
other procedures be so rigorous.

Third, both Titles would permit the states to establish duration of residence
requirements as a condition of eligibility for state supplementary payments.
Such a provision Is not only socially undesirable but is also unconstitutional and
we urge its removal.

Fourth. the burden of assistance costs on the states and localities Is heavy
and growing and is one of the reasons why reform is needed. The proposed "hold
harmless" provision (whereby the states are guaranteed that their expenditures
on cash assistance payments will not exceed their total outlays for categorical
cash assistance in calendar 1971) together with federal assumption of costs
of administration of state supplementation (where a state agrees to federal



3001

administration) fall far short of gi.vng the states the fiscal relief they need.
Furthermore, the financial provisions of the Bill give least relative aid to those
states which have been most adequately meeting need in the past or have been
caring for relatively large numbers of assistance recipients. We believe that
nothing short of federal assulption of the costs of assistance (including needed
supplementation above the low federal minimum) will meet the problem.

V. REDUCTION OF THE NUMBtM.S DEPENDENT ON ASSISTANCE

It is obvious from many of the provisions of II.R. 1 and from tihe Report of
the Committee on Ways and Means that a major objective of the drafters of
the Bill has been a reduction in the numbers of assistance recipients. The Bill
proposes to achieve this result in two ways: (1) by moving as many of tihe
recipients as possible into self-support and (2) by tightening eligibility require-
meats and their administration.
1. The Work i'rogram

Substitution of "Workfare" for "Welfare" is held by time Administration to be
the heart of "welfare reform." We support the objective of the Opportunities for
Families program (OFF), namely, encouraging and facilitating self-support.
Nor do we question the propriety of requiring those who are clearly capable
of self-support to accept appropriate training or suitable available work. But
we have serious questions about the way these policies are applied in I.R. 1.

We wish to make It clear that there are some features of OFF with which
we are in agreement The proposal to disregard some fraction of earnings in
determining whether a family is entitled to FAP payments will correct the
present deterrent to earning whereby in most states earnings serve ontly to
reduce the assistance payment. But we suggest that a disregard higher than
the proposed $T20 per year plus one-third of additional earnings would provide
a more effective Incentive to earn. Similarly, while we are glad to see that work-
ing mothers may deduct from their countable income for FAP purposes any
charges they pay for child care services, we believe that the $2000 limit on this
deduction (which covers also any Irregular and student earnings) is too low
it view of current costs per child of day care and similar child care services.

We are pleased too that the Bill recognizes one major weakness of current
training programs, namely, the lack of available jobs for those whose training
is completed, by providing for the creation of temporary public service jobs.
However, the number of positions possible under the appropriation envisaged
is insignificant in relation to the current number of unemployed job seekers
whose numbers will lie swelled by the newly trained OFF eniployables. A vastly
greater work creation program will be necessary If the employment objectives
of H.R. I are to be attained.

We also welcome the centralizing of responsibility for operation, administra-
tion and financing of work and training programs in the federal Department
of Labor. In the past, diffused or shared responsibility for administration and
the requirement of state financial contributions have severely limited the effec-
tiveness of work and training programs.

Our objections to the OFF proposals relate mainly to two questions: (a) to
whom should the pressure to accept work or training be applied and under what
safeguards and (b) what kinds of jobs are people required to accept?

a. To whom should pressure to accept work or training be applied and under
what safeguards?

The Bill specifies that all persons age 16 or over except those Incapacitated
or of advanced age, or caring for a sick household member or for a child under
three, or regularly attending school If under age 22 shall be required to register
for, and accept if offered, work or training. We strongly question the social
desirability of imposing this requirement on -mothers of young children who.
we believe, should have the right to decide whether It Is In the best Interests of
their children that they should work. It Is a further weakness of the proposal
that no account Is taken of the number of children in a family. We also find It
particularly ironical that a woman with a husband in the home who Is registered
Is not required herself to register, whereas the mother with no man to help
share the burden of housekeeping and child care is required to do so.

The Report of the Ways and Means Committee implies that a mother will
be required to accept work or training only If suitable alternative child care
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arrangements are available to her. But no such explicit safeguard is written
into the Bill and this should be rectified. At present day care and other organized
arrangements for substitute care of children of working mothers are shockingly
inadequate even for mothers who are currently working, let alone for the iII-
creased numbers of women workers that are expected to result from the OFF
program. The Bill does provide flEW with funds for an expansion of day care
services and additional resources would be available if other child care proposals
currently before the Congress should be enacted. But it is questionable how far
even these funds will go in filling the gap. It is lpresuniably in recognition of
this shortage that the Secretary of Labor who is given the responsibility of
purchasing such care for OFF families, Is authorized to the extent he cannot
utilize the facilities developed by HEW, to purchase or contract for child curte
services "from whatever sources may be available" including public or private
agencies "or other persons." The Report of the House Ways and Means Coln-
mittee makes it clear that this includes private proflt.making enterprises. We
fear that this open-ended authority may lend itself to serious abuse. For
although the Secretary of IIEW is required to promulgate standards assuring
the quality of child care services (with the concurrence of the Secretary of
Labor). no guiding principles are laId down in the B1l11. We believe that if
society assumes the responsibility of pressuring mothers to work it must also
acc-ept the responsibility of defining standards of substitute child care.
Ii. What kinds of jobs are people to be required to accept?

It, is of the utmost Importance that the OFF programn not be used as a weapon
to force people to accept substandard Jobs, or those that are in conflict with
current national policies. We note that the Bill defines as unacceptable positions
vacant as a result of a strike, lockout or other labor dispute and those where, as
a condition of being employed,'workers must join a company union or Join or
refrain from Joining any bona fide labor organization. But, while the Bill slecifies
that wages, hours and working conditions of acceptable jobs must not lie con.
trary to or less than those prescribed by applicable federal, state or locil law,
we regret that for the Jobs available in private employment that are not covet -d
by minimum wage laws, the wage level is permitted to tie only 75% of tie
already low federal minimum. Furthermore, although individuals amay rfu'e
to participate In work or training programs "where good cause exists for failure
to participate," "good cause" Is not defined. There should be reference to the
suitability of the Job or training for the particular registrant and reinsonalbe
standards defining suitability such as are prescribed for publ!e service
employment.
2. Tightening eligibility requirements and their administration

The second prong of the effort to reduce the numbers on assistance involves
a tightening of eligibility and administration. Reference has already ben -mmde
to the exclusion from eligibility of faallies headed by a full-thne college or
university student. The numbers of eligible persons will also be reducel by the
requirement that drug abusers and alcoholics must lie undergoing treatment at
an approved institution: by the counting as a resource, income received in the
preceding nine months even though in the current quarter a family has no or
inadequate income: and by including in resources, the income of a step-patent
even though lie has n1o legal liality for the support of his wife's children. We
find these last two provisions especially objectionable.

Even more Important in keeping down the numbers of recipients are the
directives given in the Bill and elaborated in the Report of the llouse Ways
and Means Committee for stringent administration. There is to be no declaration
system for applications; statements by applicants are to be rigorously checked:
recipients must Immediately report changes in circumstances andmuake quarterly
reports on income, in both cases under pain of severe penalties and at the end
of two years must reapply for benefits. We are "strict constructionists" in the
sense that we do not believe in lax administration or the admission to benefits
of those not legally eligible. But we fear that the great emphasis placed In
the Bill and by the House Committee on stringent administration will lead to
harassment of applicants and recipients and may even discourage some needy
persons from applying.
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C. IMPROVEMENTS IN ADINISTRATION OF HEALTH PROORAMS

The main thrust of the health amendments in Title 11 is clearly to Improve
the operating effectiveness of Medicare, Medicaid and the Maternal and Child
health Services. With most of the specific proposals for containing the costs of

health prograins by limiting the charges of providers. introducing Incentives
for economical operation, improving admlidstration by encourage ,ment of the
use of mechanizel equipment, improving the delivery system and the like we
have no quarrel, although we recognize that tine alone will tell whether the
specific changes will achieve their Intended result. We sus ct that for many
years to come the Congress will be grappling with the problem of assuring an
efficient and economical operation of our health services while at the ane time
protecting quality.

But Title II also contains some substantive changes in the programs and some
of the cost-oriented amendments are likely to have adverse riepercussions oil
the nature of the Medicare and Medicaid programs.
I. Medicare

We strongly support the extension of Medicare to disabled social security
beneficiaries although we would hope that it would prove possible to reduce the
two-year waiting period. We also urge inclusion of the early retirees, a group
whose age and income levels make medical expenditures especially heavy and
onerous.

We are pleased that some modest additional reimbursable medical exlendi-
tures have been added but greatly regret the non-incluslon of the much more
Important out-of-hospital prescription drugs among the reimbursable benefits
and strongly urge their inclusion. As our more detailed comments in the following
action make clear, we also welcome a number of other amendments which
make it easier for certain categories of people to secure" supplementary medical
insurance or entry to hospital. We believe that removal of current barriers to
the use of Health 'Maintenance Organizations by Medicare beneficiaries is a
step in the right direction. We hope, however, that the amendment removing
the requirement for provision of social services ih Extended Care Facilities
will be eliminated. The patients in such Institutions are likely to be persons for
whom social services are of special significance.
R. Medioald

The substantive changes proposed for Medicaid are numerous and serious.
While there are a few desirable liberalizations such as the optional provision
of service in an Intermediate Care Facility and, on a qualified basis, of care
In institutions for the mentally retarded, inclusion of some provisions aling
at improvement of the quality of medical care for Medicaid recipients and en-
couragements for the delivery of care through Health Maintenance Organlzations
(all of which are discussed later in more detail), most of the changes are of

a restrictive character.
We are strongly opposed to the changes which would (a) restrict eligibility.

(b) impose charges on recipients and (c) narrow the scope of covered services.
(a) Assistance recipients with total incomes in excess of the state's medically

indigent eligibility standard (usually 133.31/" of the current payment to AFDC
families) will be required to draw down the excess to pay medical bills before
they become eligible for Medicaid. Quite apart from the hardship involved, this
provision undermines efforts In other parts of the Bill to encourage earning by
permitting recipients to retain some fraction of their earnings. We also urge
elimination of the provision whereby states are not required to make Medicaid
available to persons or families newly eligible for assistance under the income
maintenance sections of H.R. 1. By definition these are low income people whose
assistance payments will be too low to leave any leeway for meeting the costs
(if medical care.

(b) We strongly oppose the imposition of charges on Medicaid recipients.
Even the "nominal" charges for non-mandatory services which the Bill would
permit states to levy on cash assistance recipients are objectionable, for the
payments they receive, even with state supplementation, will be barely, or not
at all, adequate for meeting recurrent basic needs and will leave no leeway for
medical hills. It must not be forgotten that the non-mandatory benefits include
such costly items as drugs, dental care and the like. For similar reasons we
oppose both the proposal to require the states to Impose on the medically needy
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a premium fee graduated by income and the permission granted them to impose
deductible and co-payment requirements. Given the low income eligibility level
for Medicaid in most of the states, eligible medically needy families will have no
resources to cover the premium. while the co-payment and deductibles will
deter many who should seek medical care from doing so. We are not impressed
by the argument that such charges are necessary as a protection against overuse
of health services. All evidence suggests that not overuse but underuse of health
services is characteristic of the poor and in many cases the main determination of
the volume of service to be received by a patient lies in the hands of the physl-
clan, not the patient.

(c) The scope of itiedical benefits available under Medicaid is unfortunately
narrowed by II.R. 1. The states would be permitted to reduce the range of lion-
mandated services without being subject to the maintenance of financial effort
requirements currently in force. Given the financial pressures under which
naiy states now operate, the consequence is likely to be a reduction of the
benefits now available to the level of those mandated. The scope of medical
benefits is also likely to be restricted by the proposed reductions in federal aid
for certain types of institutional care after service has been received for speci-
fled periods. We recognize that the intent of these amendments is to discourage
unnecessary hospital or Institutional occupancy and to encourage movement
of patients to less expensive forms of care when medically indicated. But
given the acute shortage of nursing homes and other alternative facilities for
care we fear that the main result of these proposals will be to deny needed
institutional care to many poor people, or if states are unwilling to do this,
to add to the financial burdens of already hard-pressed states which will have
to provide this care without federal aid.

We take particular exception to the proposed elimination of the requirement
that states have in effect a comprehen.sive Medicaid program by 1t77. The
fate of the Medicaid program since 1905 has been a succession of reduction, In
benefits and coverage Instead of the progressive expansion envisaged In the
original legislation. This amendment is the final blow to the promise of an
adequate program of health care for the poor and medically Indigent.

D. AMENDMENTS TO TIE SOCIAL SERVICES

Several sections of 1I.R. 1 directly affect the social services and their financ-
Ing and administration. We welcome the new specific provision for appropria-
tions for foster care and adoption. We are gratified that this additional federal
aid for foster care will not be limited, as are the cash benefits under the family
programs, to cases in which a judicial determination has been made, but will
be available in respect of any child "for whom a public agency has responsl-
bility." We are especially pleased that the adoption provisions include pay-
ments to allow for the additional costs resulting from adoption of physically
or mentally handicapped children who are bard to place.

We welcome, too, the provisions which aim to extend the availability of
family planning services to the poor and the near-poor. Society has no right
to criticize the extent of out-of-wedlock births and the large families of those
receiving public support so long as It withholds from them the knowledge and
the means of more responsible family planning.

But we deplore tile imposition of ceilings on appropriations for all except
the child care and family planning services. Hitherto social services rendered
to the federally-aided assistance categories have been subsumed under the
Titles dealing with these groups and as such have been financed on an open-
ended basis. We urge a return to the principle of open-ended financing and would
additionally like to see removal of the closed-end grants now applicable to the
Child Welfare Services under Title IV B of tile Social Security Act. All these
social services are almost everywhere inadequate in relation to the need for them
and the imposition of ceilings will only further check their expansion. It is
true that, commendably, the Bill provides that part of the appropriation for
services to assistance recipients is to be set aside for states whose development
of social services falls below the national average per recipient but the rum
envisaged is small ($50 million) and the real problem is that the national average
Is itself too low. It is evident, too, from the Report of the Ways and Means
Committee, that the detailed spelling out of services for assistance recipients
is intended as a restrictive device and we would prefer a more general definition



3005

such as is used in Title IV B or in the original Titles IV A and XVI of the
Social Security Act.

We welcome the proposed separation of the administration of cash payments
to remove the statewideness requirement. Unless the conditions of such abroga.
tion are narrowly defined (e.g., for the purpose of experiment or demonstration)
and time-lilted, elimination of the statewideness requirement can lead to dis.
crininatory treatment of populations in certain areas.

We welcome the proposed separation of the administration of cash payments
and of services. But we fear that the differing financial arrangements applying
to the Social services (according to whether they are rendered under one
Title or Section or another) will foster a fragmentation of what should properly
be a unified service system and will greatly add to the administrative iurdens
of the states.

Because we have always stressed the importance of simlplifled administration
we look with apprehension to the vast responsibilities given to the Secretary
of Labor in connection with the provision of a wide range of social services
for the OFF families. The interlposition of a second federal agency administering
social services will greatly complicate and confuse administration at the local
level and foster divided responsibility. In addition, the freedom given to the
Secretary of Labor who has hitherto had no involvement in tile administration,
operation or supervision of social services to select his local administrative
agencies, including profit-making agencies, we believe, is fraught with danger
and may threaten established policies.

E. PUBLIC ACCOUNTABILITY

The Bill provides in numerous sections for the Secretary of Labor or HEW
raone or in conjunction to adopt regulations that will establish standards, as
for child care, or prescribe requirements, as for filing applications, or institute
criteria, as for determining a disabled person's ability to engage in activity

It is clear that the rules and regulations to be adopted to implement the
various Titles will be of critical Importcnce, frequently of greater significance
in their impact on the recipient than the language of the sections being inple-
mented. Nevertheless, there is no provision for public hearings prior to their
adoption. We submit that the opportunity for an exchange of views and thorough
public analysis of issues which is exercised in committee hearings and floor
debate prior to Congressional action on proposed legislation is equally essential
in the administrative system. The Bill should Include a requirement that rules
and regulations which are not purely ministerial and which substantially affect
the right of recipients to benefits and services be adopted only after publication
of the proposed rules and regulations and adequate public notice opportunity
for public hearing.

Another instance of failure to provide for public accountability is the absence
of a participatory role for recipients in responding to the policies and regula-
tions of the programs which directly affect their lives in such vital matters as
their subsistence level, training, employment, child care and medical or other
services. Even tile provision establishing local committees to evaluate the effec-
tivenes. of manpower and training programs speciflces as members representa-
tive of labor, business, the general public and units of local government, thereby
representing everyone except the persons most affected, the families registered
for the OFF program. We recommend that the Bill provide for the appointment
of local advisory committees in each state to evaluate the effectiveness of the
programs and services offered under each Title and that the committees include
in their membership representatives of those intended to benefit from the
provisions of each Title.

TITLE I--PROVISIONS. RELATING TO Oi.D-AO,, SURVIVORS AND DISABILITY

INSURANCE

(AMENDING TITLE I OF THE SOCIAL SECURITY ACT)

See. 101. Thcreaee in ca8h benejfts of 5%
Provides an across-the-board Increase of 5% In social security cash

benefits effective June 1972.
We support the proposed 5% Increase In cash benefits effective at the earliest

possible date, January 1972 if this be feasible. Additionally we recommend a
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$100 monthly minimum for an Individual and $150 for a couple, thus raising
benefits for the low level regular and the special age-72 leneficlary. We recom-
mend that general revenues be applied to pay the additional cost of this proliosed
minimum.

There are good reasons to increase the minimum.
The proposed minimum monthly benefits are $74 for the reared Indilvlidual

and $111 for a couple, or, put in annual terms. $ , S and $1332 respectively. For
the special age-72 beneficiary the monthly payment would be $50.80 for n single
person nvil $70.20 for a couple or $609.60 and $914.40 per year, respectively.

How well these payments cover mininum living needs nmy be judged by
Comparison with two stanmldards:' (a) the lower budget level in the Spring of
19T0 for persons and couples 05 and over for urban United States and (b) the
11171) poverty level for nonfari persons and couples 65 and over-loth adjusted
upwardl by a 5% annual Inflation factor, compounded through 1972.

The cash benefits for the retired worker at the minimum level would be close
to $1200 les, than the estimated 1972 nonfarm poverty level of $2052 and over $800
below the lowest budget of $1714 for an aged individual living in an urban
area of the U.S. at the same time. Special benefits to age-72 individuals would
be even further below the poverty and budget levels.

A couple aged 65 and over with the minimum social security cash benefit would
be more than $1200 lower than the 1972 poverty level of $2589 for a retired
couple and nearly $1800 less than the lowest budget of $3122 for an urban 6.5-
and-over two-member family. Couples receiving special age-72 benefits fall even
further below the standards.

The proposal to raise minimum monthly cash benefits to $100 for an individual
and $150 for a couple will narrow but not close the gap between benefits and
low budget or poverty levels.

The recommendation that general revenues be tapped for this increase is
financially justifiable because, in lieu of a higher cash benefit minimum, old
age assistance which is financed out of general revenue would likely be used as
a supplement. Administrative costs would be cut down, too, with beneficiaries
receiving checks under one, rather thun two programs, each with its own
criteria for eligibility.
Sec. 102. Automato increase in benefits, contribution, and benefit base, and

earnings test
Provides an automatic, once-a-year increase in cash benefits, pro.

vided that the Consumer Price Index has increase by at least 3%
and that legislation increasing benefits had neither been enacted nor
become effective in the preceding year.

Provides a parallel automatic increase in the contribution and )ene-
fit base, according to the rise in average covered wages, if wage levels
had gone up sufficiently.

Also provides a comparable automatic increase in the exempt amount
under the retirement test.

We support automatic cost of living adjustments to cash benefits, recognizing
that this does not improve the economic status of older persons but merely
serves to avoid further deterioration. We believe that such an adjustment should
lie linked to an increase in minimum benefits, as before discussed. We note
with approval that the Congress may take interim action before the January
1974 effective date of this provision as well as subsequent action to increase
general benefits.

Increasing the wage base subject to FICA tax by the same percentage that
benefits are raised will assist in the program's financing. Furthermore, auto-
muatically raising the retirement test with the rise in average taxable wages
at the same time the CPI adjustment takes place is an advantage in the
proposed legislation.

I The two standards differ signifcantly. The Spring 1970 lower budget level Is $1555
single persons; $2832 for couples (respectively $1714 and $3122 for 1972 using 5% an the
inflation factor compounded through 1972.) The 1970 poverty level Is $1861 for single
person and $2.348 for couples (respectively $2052 Pnd $2589 as updated.)
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Sc. 103. Special tnininimiin cash benefit for personts with a substantial em ploym ent
record

Provides a special minimum for persons who worked 15 years or more
under social security, such minimum to be computed at $5 times the
number of years of covered employment up to a top limit of 30 years
or $150.

We approve this provision. However, we question the non-applicatltol (if a
prve rise adjustment to this benefit.
Sec. 10-f and See. 113. Surriror8' bcnefits

Provides in Sec. 104 an increase in cash benefits to widows and
widowers from the current 82.5/c of the decreased, spouse's benefit to
100% of the amount the deceased spouse would receive if living.
Survivors' benefits applied for before age 05 would be ctuarllly
reduced.

Provides in Sec. 113 payment of reduced benefits to widowers at age
60 a.. is now done for widows at age 60.

We support the increase in cash benefits to dependent widows and widowers.
We, however, favor a no-penalty provision for the widow or wilower of an

early retiree, and recommend that the widow or widower receive 100 percent
of the benefit the retired worker would have received at age 65.

We favor the option given to 60 year old widowers to receive decreased sur-
vivor benefits, an option already given to widows.
sec. 105 and Sec. 142. Financing

Provides in See. 105 an increase in the annual taxable earnings base
from $7,00 to $10.200 effective January 1972.

Provides In See. 142 new schedules of tax rates for OASDI anti
Medicare for the self-employed and for employees and employers. For
the latter, the combined rate would increase from the current 10.4% to
10.8% in 1072, to 12.4% in 1975 and to 14.8% in 1977.

We approve the rise in the taxable earnings base to $10,200 effective in
January 1972. This tends to decrease the regressivity of the tax.

We withhold approval of the proposed changes in the tax rates. We believe
that tax rates should be reexamined subsequent to a change in the Investment
policy of the Trust Funds.

We strongly recommend that the Interest rate pattern of the Trust Funds be
altered with the objective of raising the interest income. The need for liquidity
and safety of Fund monies is acknowledged, but the income of the Funds
(notably the Old-Age and Survivors Trust Fund and the Disability Insurance
Trust Fund which together totaled $40.8 billion as of April 1971) could be
substantially raised within legal investment limits.

Setting the investment policy of the Funds, within the framework legislated
by the Congress. is a three-man Board of Trustees. Managing Trustee is the
Secretary of the Treasury; others are the Secretaries of Labor and of Health,
Education, and Welfare. Official records" Indicate that Investment practice
has favored the government to a significant degree through what is tantamount
to loans at low interest rates.

For fiscal 1971, the overall interest rate was less than 4.8% for the Trust
Funds.

As of April 30, 1071 It is significant that 42.9% or $17.3 billion of the OASDI
Trust Funds was invested at 4.75% or lower Interest rates: 26.4% at 3.875%
or less; 13.4% at 2.75% or less. These Investment.q were accumulated over a
period of time. However, the 1970 rate on 3-5 year U.S. Government securities
was 7.37%; in 1969 it was 6.85%. In fact, in every year beginning with 1966 the8-5 year rate was over 5%. Long-term U.S. Government bonds moved steadily
upward and beginning with 1968 never fell below 4.66%, reaching a high of
6.90% in June 1070.

Mo.%t of the OASDI Trust Funds are Invested in special issues-$27 billion
out of $40.8 billion or 67%. Reinvestment would have no immediate or direct
impact on the market. They could be redeemed at par with accrued interest and
could be refunded immediately into higher yielding Issues.

This recommendation in respect to investment policy Is generally In accord

9 Portfolio of OASDT Trust Funds. Congrestonnl Record. June 23. 1971, p. H5813. Inter.eat rate on government securitlee 1965-1071. Pederal Reserve Bullet it, June 1971, pp.
A33. A84.
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with the recommendations of the 1971 Advisory Council on Social Security.
We concur, too, in the Council's recommendation that the present three-man
Board of Trustees be increased to five and include two nongovernment members
representing the public interest.

8cc. 106. Increased benefits for persons retiring after age 65
Provides granting to the late retiree an increase of 1% in annual

benefits, prorated at 1/12 of one percent monthly, for each year (or
month) after age 65 in which benefits are unclaimed because of con.
tinued employment. Does not provide increased benefits to dependents
and survivors.

We view this to be a positive first step to provide increased benefits for con.
tinued participation in the labor force. However, the annual increase of only
1% seems overly modest. For example, a person retiring at age 67.5 years would
receive monthly cash benefits 2.5% higher than he would have received at age 05.
Moreover, during the post-O5 period the worker would not have received benefits
and he and his employer would each have contributed the FICA tax.

Sco. 107, Sec. 108 and ,co. 110. Benefit computational methods
Provides in See. 107 an age-62 computation point for men (rather

than age 5) as is now the case for women.
Provides in Sec. 108 additional drop-out years--one additional year

of low earnings, in addition to the five years provided under current law,
for each 15 years of covered work.

Provides in See. 110 the computation of benefits based on the com-
bined earnings of a working couple, each of whom had at least 20 years
of covered earnings after marriage. Applicable only if higher benefits
would result.

We support the proposed liberalizing changes in methods of benefit computa-
tion. But we offer recommendations for further improvement.

We suggest that the elimination of the differential between men and women
in computing average wage be made applicable to current as well as future
beneficiaries. The Bill applies the new provision to men first eligible to entitle-
ment in January 1972. (See. 107)

Permitting an additional year of earnings dropout for each 15 years of covered
employment is supported because it leads to a higher average wage base and
therefore greater benefits. However, we urge consideration and study of the
disregard of income earned many years ago in average wage calculation in order
to raise the average wage used for benefit computation figures. Average taxable
wages per worker, for example, in 1950 were only 58% as great as those in
100. (See. 108)
Sec. 111. Retirement test

Provides a liberalization of the retirement test for persons between
ages 5 and 72. Allowable earnings limit increased from $1680 annually
to $2000 with a 50% offset against benefits for earnings in excess of
$2000. In respect to the latter, current law provides that $1 shall lie
deducted from benefits for each $2 earned between $16,0 and $2880
and that for each $1 of earnings above $2&R0 there is a loss of $1 in
benefits. On a monthly basis, provides nn loss in benefits for earnings
below $100.07 as contrasted with $140 as of now.

We strongly favor liberalizing the retirement test.
We support raising the allowable annual earnings limit to $2000 or $2200.

but we do not believe that this kind of adjustment truly joins the issue.
What we seriously question is the equity of a uniform retirement test and

of a monthly exemption. We propose that a workable alternative and a variable
formula be developed to avoid the unfortunate effects of a uniform retirement
test on total income of beneficiaries at different benefit levels. Further, we rec-
omend the replacement of the monthly retirement test with a quarterly retire-
ment test.

First, as to the uniform test:
The effect of a uniform test Is the forfeiture of cash benefits by the beneficiary

of smaller monthly benefits at a significantly lower level of total income than
the beneficiary of benefits In the middle and upper benefit range.

For example, under the current retirement test, a $100 a month ($1200 a
year) beneficiary forfeits all cash benefits when his total earnings are $3500.
The beneficiary of $200 a month ($2400 a year) does not lose all cash benefits
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until an earnings level approaching $5000 is reached and a $300 a month ($3600
a year) beneficiary would lose his entire social security payments only when
he has earned close to $600.

The figures can also be viewed in percentage terms. Under current legislation
a $100 a month beneficiary with annual earnings of $3000 forfeits 60% of
his benefits; a $200 a month beneficiary with the same earnings loses 30%
of his benefits and a $300 a month beneficiary also earning $3000 has an offset of
only 20% against his benefits. At an earnings level of $3500 the $100 a month
beneficiary has lost 100% of cash benefits, the $200 a monthly beneficiary
only 50.8%0/ and the $300 a month recipient only 83.8%.
H.R. I liberalizes the retirement test, but retains the differential percentage

loss. Under H.R. 1 a $100 a month beneficiary loses 41.6% of benefits with earn-
ings of $3000; a $200 a month recipient with the saue earnings loses 20.8% and
a $300 a month recipient loses 13.8% of benefits.

The income tax does not remove the inequity brought about by the uniform
test. Since social security cash benefits are not taxed, each beneficiary with, for
example $3000 of earned income and using the tax tables, will have the same tax
liability. The social security beneficiary at the upper level of cash benefits will
not pay any more in tax dollars than the social security beneficiary at the lowest
end.

Since the beneficiary of lower monthly social security cash payments was, for
the most part, the lower income level earner his poor. economic status is per-
petuated in his older age years.

We propose that a flexible retirement test, related to the amount of social
security benefits, replace the uniform test in a way which will not penalize the
beneficiary of higher benefits. However, it should permit the beneficiary at the
lower end of the scale to retain a larger proportion of his benefits than he can
currently.

Second, as to the monthly computation:
Tile retirement test, both today and in the proposed legislation, is applied on

a monthly basis. Regardless of the ainoutit of annual earned income no beneficiary
loses a social security payment for any month in which his income falls below
$140 (current legislation) or $107 (H.R. 1).

The monthly test creates two problems: one of equity and the other of ad-
ministration. A quarterly test will minimize situations such as the following: a
retired school teacher serving as a substitute forfeits all benefits for the month
in which she has earned over $161; however, in the next month or two she may
earn nothing or less than $107. On a quarterly basis she would not be penalized,
for each quarter would allow eardngs of $500 before benefits would be withheld.
Another illustration is tile case of a consultant working for one month and earn-
Ing a fee of $10.000. He may still collect all benefits for 11 months, with no
forfeiture except for the one month during which his earnings were $10.000.

Administratively the quarterly method Is feasible and has an advantage over
the current monthly reporting schedule. The Social Security Administration
could readily pick up quarterly earnings figures front the iluarterly reports on
FICA taxes submitted by the employer and showing both his share and the eni-
ployee's share. Monthly earnings data rely oil the reports of the social security
beneficiary. It would likely be more accurate and certainly more prompt and
simpler if FICA records were substituted for beneflelarles' reports ditta.
See. 122 .Eligibility

Reduces the waiting period for benefits for disabled workers, disabled widows
and disbled dependent widowers from six to five months.

We support this provision which Is reported to affect nearly one million persons.

TITLE II--PROVISIONS RELATING TO MEI)ICARF. 'MEIRCAID, AN) IATERNAT. AND
CHILD. HEALT1h

A. PROVISIONS RELATINO TO MEDICARE

(Amending Title XVIII of tile Social Security Act)

Sec. 201. ElIgIbIlity for coverage eflcnded to disability bneflclarie8
Extends eligibility for hospital insurance and spplementary medical

Insurance to a social security disability beneficiary two years after en-
titlement to disability benefits. Coverage extended to disabled workers
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entitled to social security or railroad retirement 1-vielits, disabled
widows and disabled dependent widowers between ages 50-W-5, atld
persons aged 18 and older receiving benefits because of diablement
prior to age 22. Effective July 1, 192.

We favor this proposed liberalization of eligibility.
.$co. 2O2. Exrteiision of hoajital insurance benefits to unitsued individual

Extends eligibility for enrollment for hospital insurance on a monthly premium
basis to a person who has attained age 65, is either a resident citizen or a law-
fully admitted resident alien, and is not otherwise qualified for coverage.
Initial monthly premium of $31 to rise as hosptal costs rise.

We support the principle of enrollment on a monthly prenilum sl.s of plrs-oens
otherwise ineligible for hospital insurance coverage. However, we question the
utility of this proposal because of the size of the preiuum covering the full cost
of protection.

Additionally, we urge that 'Medicare coverage be phased in for the early
retiree, that is, the beneficiary between the ages of 62 and 05. A person taking
early retirement-for whatever reason-not only receives actuarially reduced
social security cash benefits but may very well have t health Insurance pro.
tection. At least three reasons account for the lack of health insurance coverage
for the early retiree.

Many persons claiming benefits at age 02 have been out of work for
several months and, therefore, have no employer-financed coverage. Intensifying
the unemployment problems Is the major reason for the unemployment: illness.
Il its $urrcy of Yew Bencictarie, published in 1971, the Social Security Ad.
ministration found that "Health Is the most important reason described by over
half the group, whether they stopped working at age 02 or more than three years
earlier." $o, large numbers of those taking early retirement are unemployed
and in poor health and have been both unemployed and in poor health for some
time.

Even those employed ju-st prior to early retirement are unlikely to be
covered by the extension of their health insurance into retirement.

* * . Finally, many early retirees, with their small cash benefits, aret unable
to pay for private health insurance coverage.

We recognize the benefits of health care coverage for early retirees. We recog.
nize, too, that costs are a factor. Therefore, we suggest phased-in coverag.
$cc. 20t. cliing 8upplemntary medical insurance prenimim

Directs the Secretary of IIEW ' to determine a preimt as of Dece- m-
her of each year estinlated to be nectessary so that the aggregate pre.
mnlhius for the 12-1nonth period IK- ginning July I in the succeeding year
will equal one-half of the total benefits and administrative costs of the
supplementary medical insurance program. However, the Iremium gen-
erally would Increase only if monthly soclial cash bInefits had inemiased
since the last Increase in the premniun and would rise by no more tiMonml
the percent increase in such benefits across the board.

We support the reasonableness of the proposed basis for Increasing the sup.
I)lementary medical insurance premium charges. We Imrtheularly fiever the
provision that. beginning with fiscal 1973. no Increased preniuln may le c-larged
unlp.eA there has been an increase in social security cash benmtfits. either its the
result of the enactment of legislation raising the benefit level or as a result of
the automatic cost of living benefit rise.
Sce. 204. Dcductible

Increases the annual deductible for supplementary tne(leal insurance
(Part B) from $50 to $00.

We regret the apparent need to increase the deductible for Part B of Title
XVIII, it we do not oppose this change. However. we believe this should be
accompanied by a change in present law with respect to the deductihle for
hospital insurance (Part A of Title XVIII). This now is $60 for each benefit
period and Is scheduled to go to $6,84 in January 1. 1972. reflecting the Increase In
hospI. costs . Since a patient may be admitted to mnd discharged from a liisldtai

nt sections. HEW Is substituted for Srcretary of HEW.
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several tinies a year. lie ciul lie re(iuired to pay theilt ddiiilie live tiies. totaling
$.44i a year as of now and $340 a-s of JInlui ry 1. 1972. Ti plynlent of even two
or three deductibles a year causes financial hardship to many. We. therefore.
reconnuend tile' lbnelit ieriotd in respect to tile dedtmlibh, for P'art A ieV dined
as one year. which Is the period list,( for compujmtatiol oif the deduct ilil, under
Part It.

Sec. 205. BnHefits a cfinsiranc
Increases front M4 to 120 days tile lifetlie reserve under which tihe

bieneficiary pays one-half of tile deductible for hospital inlatient carv.
Shortens frinm CA) to 30 days the ItK riod in a spell of illness when ci-
insurance is not itoted for hospital iniatent (lire.

Benefits, that Is to say the coverage of specified services for a sletielhd tlralii 41
or a sweified volume under Parts A and B. are largely unchianged ' in II.R. I
c.cepl as they are affected by changes In provisions in respect to co4insiirance or
deductibles. We view tie increase in the lifetime reserve for hospital inpatient
c'art as it highly desirable liberalizing feature of the Bill. This may well IN a
trade off. compensating inI part for the shortening from 60 to .30 days the period
in a slell of illeR when Coilllralnce Is not |ifli)std for hospital patient care.
We rather regret this tightening measure. lit we recogi7&' that vast inunlier.
will still be covered since tile average hospital stay ,of Medicare patients Is only
12.8 days and 91% of tile discharges from hospitails-other than psychiatric eir
tuberculosis-re'esent stays of fewer than :0 days.

There is. however. it serious onjission from tilt lenefilts. The cost gif out-of-
hmspltal prescription drugs Is at serious Inincial burden to the elderly and the'
federal social Insurance prograin provides a feasible and efficient niechiiisin to
alleviate the problem. We urge tile inclusion of suchm a program under l'nit A
of Medicare.' We recommend a $1 cO-lmlyIment ha'r prescriptions or refill by the
benefiiary. with payment of the balance to be Ilade by tie Social St'curity Ad.
inimitration to the vendor. At tile same time we suggest that IHEW undertaike

further sludy of it Just and effective method of utilization conrol.
'e.. 206. .411tonatoi enrollent I In aii pplccnIuutrll' nIedical illr at Il Ct'

Provides autlomat h. enrollment under lart It for Individuals eat itIthd to
hospital insurance benefits.

We favor this proposal lint suggest that tile new social security beneficiary le
informed of the reason for a deduction from his monlhly cash benefit chck. All
insertion, for several months running. in the, envelope with his check would apipenr
a satisfactory way of Informing tile retired worker of the fact and cost of ills
coverage, and of his option to withdraw from part B coverage.

Discussed below are certain specifies directed to Medicare cost controls that
affect large numbers of persons or embody broad principles-rectiois 2221-4
220. 228, 234 and 236.
See. 221. Limitation on federal participation for capital cxpendituires

Authorizes withholding or reducing reimbursement amounts to pro-
riders of service under Medicare (Title XVIII and also Titles V and
XIX) for defined costs related to certain capital expenditures that are
inconsistent with state or local health facility planning. For this pur-
pose, capital expenditures are defined as expenditures for plant and
equipment in excess of $100,000; which change bed capacity; or substan-
tially change services.

We strongly endorse the provision (lint capital expenditures as here defined
would be reimbursed only when such outlays are consistent with state or local
plans. Mushroom expansion without regard to overall needs is wasteful.
Ste. 222. Plan for prospective reimbursement; ex'pCrie ents and dem onst ration

projects to dcrclnp incentirc for economy
Authorizes HEW to develop and engage in experiments and demon-

stration projects designed to determine the advantages and disadvan-

* There are modest changes in respect to physical and other therapy services (Ree. 251).
coverage of supplies related to colostomies (See. 252). coverage of ptosls bars (Sec. 253).
hospltalisation for a noncovered dental procedure (See. 256), prosthetic lenses furnished by
optometrist (See. 264).

& Available on request Is a detailed fact sheet and outline of a proposed program.
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tages of various alternative metlods of prospective reimbursement to
hospitals. extended care facilities and other providers of services under
Title XVIII (applicable also to Title V and XIX).

Clearly, the present system of provider reimbursement on the basis of "reason-
able costs" carries little incentive for efficiency. We support the authorization
for HEW to develop ways of testing the efficacy of the alternative whereby rates
are set in advance of the period to which they are applicable. We inject a word
of caution about the possibility of lowering the quality of care and some escala-
tion in costs. Advance rate setting may result in losses to providers when costs
rise aiove those anticipated; the temptation to cut corners and reduce service
is a real threat. Contrarywise, prospective rates can Ise escalated to avoid an
unfavorable spread Ietween the actual and estimated costs.

In respect to experiments with various reimbursement methods designed to
Increase efliciency and etoiioiny: We support this provision and particularly
welcome Its linkage to community wide peer, inedical and utilization review
mechanisms designed to assure that health services neet professional standards
and that nledically necessary services are given in the most appropriate and
economical setti ng.
There is no provision for adoption Into practice of effective experiments-an

oversight that should be corrected.
Sec. 223. Limitations on coverage of costs

Provides authority to set cost limits for certain classes of providers
In various service areas on a prospective rather than a retrospective
basis. Requires public notice to beneflciaries of charges beyond reim-
bursable limits.

We support the requirement that providers be Informed in advance of the
approved reimbursable limits and that beneficiaries be advised of the nature and
amount of extra charges. We would add to this a retluirement for disclosure by
the financial intermediary to both public bodies and the consumer of reimburs-
able costs in the locality for standardized services and procedures. In our view,
this additional measure of public accountability Is Important.
Sec. 224. Linmt. on prevailing charge levels

Limits increases in physicians' charges through June 1072 for fee
scales up to the 75th percentile of prevailing charges; after fiscal 1973
provides that physicians' fees may be increased only to the extent
justified by economic changes; provides that charges deemed reasonable
for medical supplies, equipment and services may not'exceed the lowest
level at which such items, comparable in quality, are widely available
In a given community.

We recognize the need for setting limits on prevailing charge levels and con-
cur as to the need for continuing study and attention to this thorny question.
We note that the Bill authorizes HEW to develop "appropriate economic index
data" aq a basis for adjusting fees. but that the House Ways and Means Com-
mittee Is fairly specific In Its report on the Items to be considered for such an
index computation. We urge that such study be both sophisticated and objec-
tive as a means of providing a fee structure that is fair, defensible and
supportable.
Sc. 2286. Payments to health maintenance organizations

Adds a new section to Title XVIII providing for payments to health
maintenance organizations.

We support the encouragement given to the development of health mainte-
nance organizations as one acceptable, alternative mechanism through which
patients eligible for Medlcdre could elect to hav, all covered care, except emer-
gency service, provided.
SeC. 228. ..dvance approral of extended care and home health serrilee

Provides authorization to establish periods of time for which a patient
Is presumed eligible for extended care and home health services on cer-
tification by the patient's physician.

We are in agreement with this provision. The establishment of specific post-
hospital time periods during which there Is presumptive need for such services
should encourage transfer to less costly types of care and should decrease the
number of cases in which benefits are retroactively denied.
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$CC. 234. Institutional planning
Requires that participating health facilities have a written plan r,-(

fleeting an operating and capital expenditures budget.
We welcome the inclusion of this requirement which is clearly tied to other

Sections, e.g., Sec. 221 and Sec. 222.
See. 236. Prohibition against reassignment of claims

Prohibits Part B Medicare payments being made to anyone other than
a patient, his physician or other person providing the service (with
limited exceptions).

We support this provision which seeks to close a loophole in the existing law
and control undesirable collection practices that have resulted In Inflated claims
and escalated costs and beclouded the determination of reasonable limits.
See. 265. Deletes requirement for social service in extended care facilities

Prohibits IIEW from requiring an extended care facility to furnish
medical social services.

We are not persuaded by the arguments put forward in the report of the House
Ways and Means Committee to support this Section which would nullify the
HEW regulation requiring the furnishing of medical social services as a condi-
tion of participation for extended care facilities under Medicare. We urge the
removal of this Section from the Bill and review of the regulations by HEW
to determine their fairness in the light of experience to date.
See. 269. Requirements for nursing home administrators

Permits states to provide.a permanent waiver from any licensure re-
quiremients for persons who served as nursing home administrators for
the three-year period preceding the year the state established a licensure
program.

We urge the deletion of this Section which would appear to permit adminis-
trators who could not meet licensure requirements to return to or remain In
practice. We believe that the device of licensure upgrades service by upgrading
administration. The public interest should be protected rather than private,
vested interests which would seem to profit by this proposed permanent waiver.

B. PROVISIONS RELATING TO MEDICAID
(AMENDING TITLE XIX OF THE SOCIAL SECURITY ACT)

See. 207(a) (1). Incentives for states to emphasize comprehensive health care
1. Increase in federal reimbursement.
Provides that states in contract with Health Maintenance Organiza-

tions (HMOs)" or other comprehensive health care facilies would receive
25% increase (up to 95%) in federal reimbursement percentage under
the Medicaid program.

We strongly favor prepayment over the fee-for-service method of financing
health care. We support the intent of encouraging new patterns for the delivery
of health care and believe that the quality of health service can be significantly
improved under a program providing comprehensive coverage. We do not believe
that there are sufficient safeguards in H.R. 1 to assure that improved patient
care will necessarily result. We think that the Bill should stipulate that HMOs,
or other comprehensive health organizations, that are formed in keeping with
the Bill's provisions, must be under public or private non-profit auspices.

2. Decrease In federal reimbursement.
Provides that the federal medical assistance percentage would be

decreased by one-third after the first 60 days of care, in any fiscal year,
in a general or tuberculosis hospital or a skilled nursing home, unless
the state establishes that it has an effective utilization review program.

For inpatient care in a mental hospital, federal reimbursement would
he decreased by one-third after 00 days except that it may be extended
for 80 days if the state can show that the patient will benefit thera-
peutically from such care. No federal reimbursement would be provided
after 365 days care in a mental hospital.

4 An TIMO Is an organisatlon that offers to an enrolled population, a comprehensive sys-
tem of health service, Ineluding preventive, ambulatory, hospital and related care on a
capitatlon reimbursement basis.
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We believe every effort should be made to less costly facilities than hospitals
when such care is appropriate and adequate to an individual patient's. needs.
We think, however, that some of the assumptions about need for hospitalization
and length of stay on which the reductions are based do not give full weight to
the fact that Medicaid covers persons under 65 as well as over 65 and that not
hll patients Irrespective of age and condition require treatment of only short
duration in "acute" hospitals. Moreover, the lack of facilities to provide different
levels of care poses a major problem, especially for those who may need some-
thing less than full hospital care but who do need institutional care until well
enough to be cared for at home. We are concerned that as a result of these
amendments, appropriate and adequate health services may be denied those
persons who are most vulnerable.

3. Computing reasonable reimbursement between skilled nursing
homes and intermediate care facilities (ICFs).

Authorizes HEW to compute a reasonable cost differential reimburse-
ment between skilled nursing homes and ICFs.

The apparent purpose of this amendment is to assure that care in an ICF
results in decreased costs to the Medicaid program. We support the measure as
being administratively sound.
Sec. 208 (a). Cost-sharing

Permits states to impose a nominal cost-sharing charge on cash
assistance recipients for non-mandatory services under the Medicaid
program. Requires states to impose on those not receiving cash assist-
ance an enrollment fee premium or similar charge related to income,
and permits co-payment provisions not related to income.

In addition to our basic obections to the imposition of charges on Medicaid
recipients as stated in Part I, we believe the costs of administerig these
proposals would be prohibitive and that patient services would lie unneces-
sarily delayed in the course of establishing eligibility for care.

See. 209 (c) and (d). Determination of payments
See. 209(c) denies Medicaid coverage to those in receipt of cash

assistance whose incomes are in excess of the medical assistance level
established by the state. See. 209(d) permits states to deny Metdicald
coverage to those persons who would be newly eligible for cash
assistance under the income maintenance sections of H.R. 1. If a state
chooses to provide Medicaid it would be required that recipients' In-
comes not be in excess of the state's medical assistance level.

We strongly object to both these proposals. Currently, states that have a
Medicaid program are required to provide care under Medicaid for all recip-
ients of cash assistance. We believe these amendments strike at the basic pur-
pose for which the Medicaid program was first enacted. that is. to assure a
program of health care for persons In financial need. Sec. 209(d) is ominous since
it gives tacit approval to states to deny health care to needy families and at
the same time releases the federal government from any responsibility for re.
imbursement to the states which so act, for health care payments for theli
needy families.
See. 221 (a). Limitation on Federal participation for capital ependitnres

Prohibits use of funds appropriated under the Social Security Act
to support unnecessary capital expenditures: provides that reimburse-
ment under such titles would support state health planning activities.

We are In full support of this provision. It takes into account that state and
local health planning agencies have primary responsibility for determinIng tht
need for health facilities for given geographic areas and provides that capital
expenditures under Title XIX of the Social Recurlty Act would lit, related to
the priorities established by the health planning agencies.

Sec. M.,(a) (1). Plan for prospective relnmbursement
Authorizes IIEW to develop and engage In experiments and demon-

stration projects designed to determine the advantages and disadvan.
tages of various alternative methods of prospective reimhursement to
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hospitals, extended care facilities, and other prov-iders of service tn-
der Title XIX in order to stimulate more efficient health care and
thereby reduce costs, without adversely affecting the quality of services.

We favor this proposal in the belief that more effective rpatlent care, more
efficient use of health personnel and a decrease in medical costs could result
from this kind of experimentation. There Is no provision, however, that those
experiments found effective night be authorized to be continued; we believe
this oversight in H.R. 1 should be corrected.
Sec. 231. Deductions in care and services

Permits states to reduce the scope and extent of health services which
are optional under ,Medicaid.

Currently, states may not reduce the level of their expenditures for their
Medicaid program in successive years. We object to this amendment because
it would permit the states that choose to do so. to deny or diminish tile avail-
ability of vital health services which are defined, under the Medicaid statute, as
optional. We believe the optional services are necessary components of ade-
quate health care and should not be withdrawn.
Sec. 235(a). Payments to states for claims processing and information retrieval

We fully support both of these amendmnents. The first should assure at least
basic standards for the quality of care provided to Medicaid recipients. The
second provision sensibly makes use of an existing me.hanism to provide a serv-
ice for the Medicaid program; tile quality of care under Medicaid should h.
improved by this provision.

Makes federal matching under this provision available to states for
developing and instituting mechanized claims systems at 90% and 75%
for operation of such systems.

We support this proposal because it should encourage rapid development of
mechanized collection and retrieval systems to the end that the Medicaid reim-
bursement and related operations would be more efficiently administered.
See. 236(b). Prohibition against reassignment of claims

Prohibits Medicaid payments to anyone other than the patient, his
phy.,ician or other service provider unless the provider is required as a
condition of employment to turn over his fees to his employers.

We fully support this provision which would outlaw the use of fee collection
agents by providers of services under Medicaid.
See. 239 (a) and (b). Use of state health agency

See. 239(a) requires states to provide that the state health agency. or
other appropriate state medical agency, have responsibility for estab.
listing and maintaining health standards for institutions in which Medi-
caid recipients may receirc care or services. Section S9gIb) requires
that the state health agency or other appropriate state medical agency,
be given responsibility for establishing a plan for the review by pro-
fessional health personnel of the quality and appropriateness of care
and services furnished to Medicaid recipients.

Scc. 240. Relationship between medicaid and comprehensive health care programs
systents

Provides that states may enter into contracts with organizations that
agree to provide care and services in excess of those offered under the
state plan at no increase in costs.

We question this proposal in the absence of an acceptable minimum standard
throughout a state. However, we see as (esirable, experimentation that likely
would emphasize preventive care and early treatment in order to contain cc )ts,
and on this basis support the proposal.
8ec. 25.1(a) (1) and (a) (2). Inclusion of care in intermediate care facility

Sec. 254(a) (1) provides. as an optional service, care in an Inter-
mediate Care Facility (ICF) as an additional benefit under Medicaid.
Sec. 234() (2) provides that services in a public institution for men-
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tally retarded persons would qualify for Medicaid coverage, If the pri-
mary purpose is to provide health or rehabilitation services, and if the
patient is receiving active care.

Currently federal reimbursement for care in an ICF is not available under
the Medicaid program. Each of these provisions, in our view, would be desirable
additional elective benefits for Medicaid recipients.

See. 255(a). Coverage prior to application

Requires states to provide coverage for care and services furnished
In or after the third month prior to application for Medicaid.

Under present law, a state may at its own option, cover the cost of health
care provided to an otherwise qualified recipient for the three months prior to
his application for Medicaid. We favor this amendment as being both sound and
desirable.

TITLE 111-AsSISTANCE FOR THE AGED, BLIND AND DISABLED

(NEW TITLE XX OF THE SOCIAL SECURITY ACT)

Sec. 200, and Sec. 003. Administration
Sec. 2008 provides that eligible aged, blind and disabled individuals

shall be paid benefits by HEW. See. 2003 provides that HEW make ar-
rangements to carry out the assigned functions, including arrangements
for determination of blindness and disability similar to those in effect
in determining eligibility for social security disability benefits.

Although the Bill does not so specify the report of the Ways and Means Com-
mittee recommends that responsibility for administering the program of cash
benefits to the needy aged, blind and disabled shall be assigned to the Social
Security Administration (BSA). We welcome this recommendation. Persons
receiving benefits under this program for the most part comprise a relatively
stable group, similar to the OASDI beneficiaries. We believe that the SSA's long
experience in administration of payment programs would enable it to admin-
ister this new program efficiently and humanely.

Services to the needy aged, blind and disabled would continue to be provided
through federal-state financing and be administered by the states. Those in need
of services would have contact with the local social services unit of the state
administration. In our view, the administration both of the cash payments and
services for this group of persons should be simplified and flexible because they
are limited in ability to respond to complicated procedures by the very nature
of their eligibility.
Sec. 2011(b). Oash assstanoe; amount of benefits

Prescribes the amounts payable in 1973, 1974 and 1975 to individuals,
with or without an eligible spouse, whose non-excluded resources are
not more than $1500. The Bill does not require that the couple be living
together.

The Bill provides cash assistance in the amount of $1560 for a single person
and $2349 for a couple. These amounts are increased to $1800 and $2400 respec-
tively by 1975 and are to remain at that level thereafter. ,The level of assistance
projected In the Bill is inadequate as evidenced by the fact that the poverty
level as determined by the 1970 Census is $1861 for an aged Individual and $2348
for an aged couple; due to the inflationary factor this level had increased ap-
proximately 5% by 1971 and unquestionably will be even higher by 1975. The
Bill should be amended to provide a level of assistance adequate to meet basic
need.
Sec. 201(b) ($)I Be. 2016 and Title V, Se. 509--B'clusion from income; op-

tional state supplementation; state supplementary parents during transt-
tional period

Sec. 8018(b) (3) provides for exclusions from Income: $85 of earnings
plus one-half of the balance for the blind and disabled and $00 of earn-
ings plus one-third of the balance for the aged. Sec. 2016 permits states
to supplement the federal payment. Sec. 509 of Title V requires the states
to make supplementary payments to maintain their payment level of
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June 1971 plus the bonus value of food stamps unless they modify that
level by affirmative legislative action to the contrary prior to July 1972.

Eligibility conditions for assistance would be uniform nationally. However,
blind and disabled persons would receive more liberal income deductions than
the aged and therefore the amount of assistance granted the different groups
would not be uniform. The difference in disregards among the three categories
should be corrected. Further inequities would result from the optional provision
for state supplementation. We believe that needy persons should receive an ade.
quate level of assistance to meet need. Therefore, the states should be required
to supplement the federal payment at least to the current payment levels.

8co. 2031 (a) (2). Protective payments
Authorizes payments of the benefits to a person other than the

Individual nr his spouse (including an appropriate public or private
agency) if HEW deems it appropriate.

Assistance payments may be made to a third party (including an appropriate
public or private agency) who is interested in or concerned with the welfare
of the recipient, if HEW deems this to be appropriate. While it is believed that
this leeway may be in the best interest of an aged, blind or disabled recipient,
the regulations and procedures governing determination of appropriateness
should safeguard against excessive use of this provision. The conditions under
which these payments would be ordered should be included in the Bill.

Sec. 2011(c) and Sec. 2031(c). Application process-period for determination
of benefits; application and furnishing of information

See. 2011(c) provides that eligibility for and the amount of benefits
shall be determined for each quarter of a calendar year and shall be
redetermined at such time or times as may be provided by HEW.

8cc. 2031 (e) directs HEW to prescribe requirements for filing applica-
tions, suspending or terminating assistance, furnishing data and re-
porting changes in circumstances and specifies the penalties for non-
compliance by the applicant or recipient.

In our judgment the current annual redetermination is preferable to a quarterly
review of eligibility and should be retained, especially in view of the relatively
stable circumstances of this group of recipients. We favor the simple declarative
form for determining eligibility over extensive Investigations q'nd recommend
that the Bill provide for Its use.

We further recommend that the Bill allow for flexible application of the
requirements for reporting changes in circumstances with due consideration
for the hardship which rigid application of penalties would impose on the very
old and seriously disabled.

TITLE IV-THE FAMILY PROGRAMS

(NEW TITLE XXI OF THE SOCIAL SECURITY ACTi

Sec. 2ll, 2112, 2114. Operation of manpower programs; employable mothers;
child care and other supportive services

1. Operation of manpower programs
Sec. 2114 requires the Secretary of Labor to develop an employ-

ability plan describing the manpower services, training and employment
needed to enable each individual to become self-suppcrting and secure
and retain employment and opportunities for advancement.

Several of the employment provisions must be changed to make them truly
effective in helping persons achieve self-support. There must be a sufficient num-
ber of jobs, paying adequate wages and meeting acceptable working conditions.
It is not realistic to mandate employment but fall to provide satisfactory train-
Ing programs and sufficient work opportunities.

The Bill creates public service jobs paying at least the federal minimum
wage, to supplement other employment opportunities but these are few in number
and temporary. Federal reimbursement will not extend for more than three years
of an individual's employment in a public service employment program. After
that period a person must either be hired by the agency or terminated. Per-
inanent public service Jobs should be created to the extent needed to meet
mandated employment requirements.
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The, Bill requires that wages for the public service jobs shall be at least at
the federal minimum but permits wages in private employment, which a needy
pierson could be required to take, at 75% of the federal minimum. The Bill
.1ph11 require that all mandated employment shall be at last at the federal
minimum wage level; that conditions of work shall be of acceptable standard;
and ihait the job a person is required to take shall be suitable to the persofi,
with suitability defined with respect to such matters as a person's prior training
and experience and the distance of work from his home.

2. Employable mothers; child care and other supportive services
,cc. 2111 includes as an individual who shall be considered available

for employment, a mother of a child three years old or, until July 1,
1974, six years old.

Sec. 2112 provides that the Secretary of Labor shall make provision
for the furnishing of child care services, in such cases and for so long
as he deems appropriate for the individuals registered for emnphy ient
or training who need such services to participate in the program through
such public or private facilities as may be available or appropriate.

After 1974, mothers of children over three years would be required to accept
emloyinent or training (unless there is a husband in the home who is reg-
istered) whether or not suitabhle child care services are availile. Considerable
hardship to children could be caused if despite the authorization to. the Secretary
of Labor to make provision for such services suitable child care Is not available.
Furthernmore, the requirement that a mother of young children shalli be con.
Nidered available for employment removes from her the right to determine If it
is in the best interest of her child for her to work or remain at home; that
decision should be based on the needs of a particular family, including the avail-
ability of suitable care for the children.

&ec. 213.. Child care standards; development of facilities
Directs tile Secretary of HEW to establish standards assuring quality

of child care services with the concurrence of the Secretary of Labor;
to prescribe schedules to determine the extent to which families must
pay tihe costs; and to coordinate child care services under Title XXJ
of the Social Security Act with other child care and social service
program ms.

Authorization of funds for child care services Is provided but In an Insuffi-
cient amount to neet tile need and should be increased. HEW would be required
to set standards of care. Setting and overseeing standards of care is particularly
important since the Bill permits contracts for day care with profit-making as
well as with public and nonprofit agencies. Adequate day care, not now defined.
silould be defined in the Bill and the standards set should be In line with
these definitions. This is essential if mothers of young children are to he
compelled to accept work or training.
8cc. 2152(a) and (b) and See. 2;52(d). Cash assistance: eligibility for and

attnowIt of benefits; periods for determination of benefits
1. Eligibility for and amount of benefits
S c. 2152(a) and (b) prescribe benefits for eligible families at the

rate of $800 per years for each of the first two members, plus $400
for each of the next three, plus $300 for each of the next two members.
plus $200 for the next member, to a maximum of $3000, reduced by non-
excludable income; no benefit is payable of under $10 per month. Re-
sources may not exceed $1500.

The nationwide minimum standard of payment for needy families with
children would not be adequate. The payment levels-for example, $2400 annually
for a family of four persons-is less than even the poverty level of $3968 for
a family of four determined by the 1970 Census. And since no family could re-
ceive more than $3600 regardless of the number of family members, large
families would be even further below this poverty line. Therefore, substantial
Increases In payment levels must be made if persons are to have an adequate
level of existence-particularly since this Bill would freeze the federal payment
at this level for the five years' duration of the Bill.

2. Period for determination of benefits
Sec. 2158(d) provides that payment of benefits shall be made on the

basis of HHW's estimate of the family's Income for the current quarter
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after taking into account income from the three preceding quarters
and modifications for changes of circumstances.

The federal payment should be computed according to a family's current
need. H.R. 1, however, provides that the portion of a family's income during the
nine months preceding application for the FAP payment in excess of the pay-
ment level (including excludable income) would be deducted from benefits other-
wise due at the time of application. In the case of such excess income, a family
woud not receive even the inadequate federal payment This provision should be
changed. Only need at the time of application shoud determine eligibility and
amount of payment; it should not be assumed that persons have saved money
from a prior period.
Seo. 2153 (b). Work incentives; income disregard

Enumerates the items to be excluded in determining the income of a
family such as a student's earnings; Irregular income limited to $30 a
quarter if earned or $60 a quarter if unearned; earned income used to
pay the cost of child care as prescribed by HEW; $720 plus one-third of
the remainder of earned income. The total exclusions of the first three
cannot exceed $2000 for a family of four, up to maximum of $3000.

To encourage persons to work, the Bill provides that some income from earn-
ings be retained and disregarded in computing eligibility for benefits. Out of
earned income, $720 per year plus one-third of the excess earned would be ex-
cluded. Thus, payment to four-person families in which there is a working mem-
ber would be made only if the allowable Income is $4140 or less. Although child
care costs are deductible, the total of these costs, irregular' earnings and student
earnings could not exceed $2000.

Work expenses such as transportation and taxes are not excluded in deter-
mining a family's income. Therefore, if these costs are higher than the retained
income, a working family could find itself with less money at its disposal than
if no member were employed. To provide a true work incentive, the Bill must
permit retention of a larger share of earnings. Furthermore. the ceiling on income
exclusions should be removed, particularly since these include the cost of child
care services. If, for example the cost of day care absorbed the total allowance
for excluded income a school child working irregularly would not be permitted
to retain any of his earnings.

Sec. 2155 and Se. 2156(b) (2). EacluRifme from coverage; meaning of family and
ohiid; echlMeions from state supplementation

1. Meaning family and child.
See. 2155 defines those who qualify as family members and ,therefore,

are eligible for benefits under the family programs, as two or more
related persons living together in the United States, at least one of whom
is a citizen or alien lawfully admitted for permanent residence, and with
at least one child dependent on one of the others. It expressly excludes
families headed by full-time college students.

By definition, federal payments would not be made to needy single adults or
childless couples who are not aged, blind or disabled nor to needy families
headed by a full-time college student. Persons in these groups would be without
access to public assistance except in those states which made provision for their
aid without benefit of federal reimbursement. A basic level of financial assistance
should be made for all needy persons and the Bill amended to include these ex.
cluded groups in the federal system of income maintenance.

2. Exclusions from state supplementation.
Sec. 2156(b) (2) permits states to deny benefits to families with both

parents present and neither parent incapacitated, regardless of whether
the father is employed or unemployed.

There are exclusions within the groups eligible to receive FAP or OFF pay-
ments which we believe should be removed. States are permitted to exclude from
supplementation of FAP or OFF payments, families in which both parents are
present and neither is incapacitated regardless of whether the male parent is
employed or unemployed. It should be required that the states nclude all needy
families in their supplementary programs.

n."6" 0 - 72 - p. 6 -- 19
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See. 2155 (d). Forced responsibility of step-parents; income and resourCCs of non-
contributing individual

Excludes income and resources not available to other family members
if it derived from a family member other than a parent or a spouse
of a parent.

The income and resources of a parent's spouse living with the family would
be Included in determining the family's eligibility for benefits even though the
spouse does not have legal responsibility for the children and may have his own
children elsewhere to support. This can result in needy children being denied
assistance and thus penalized because of a parent's marriage. This provision
should be changed so that the spouse's resources would not be included on be-
half of those persons in the family for whom he does not have legal responsi-
bility.
Sec. 2156 and Title V. Sec. 509. Uniformity in amounts of assistance; optional

state supplementation; state supplementary payments during transitional
period.

Sec. 2156 permits the states to make cash payments to supplement the
federal payments and requires that the supplementary program respect
the federal earnings disregard provisions. The states are not required to
include families with a male parent present in their supplementary pro-
gram. Sec. 509 requires the states to make supplementary payments to
maintain their payment level of June 1911 plus the bonus value of food
stamps unless they modify that level by affirmative legislative action to
the contrary prior to July 1972.

We are in full support of the provision for uniformity In the amount of federal
payments based on uniform conditions for determining eligibility. The level
of payments, however, is inadequate. Moreover. since supplementation is op-
tional with the states and they are permitted to exclude certain groups from
their supllementatlon program, Jf any, there would be inequalities in the amount
of assistance among needy families with children in the various states. All per-
sons should have a right to an adequate level of assistance which should
not leave them in poverty. We believe the states should be required to supple.
ment the inadequate federal payment at least to their current payment levels.
Sec. 2171(a) (2) (A) and Title V. Sec. 529. Indirect payments; vendor payments

1. Indirect payments of benefits.
Sec. 2171(a) (2) (A) permits payment to any person other than a fam-

ily member (including an appropriate public or private agency) if HEW
finds that the family member to whom benefits are payable has such in-
ability to manage funds that making payment to him will be contrary
to the welfare of the children in the family.

Payments may be made to non-family members if it is found that the pay-
ments are not being used in the best interests of the family. The Bill should state
the criteria for finding the family incapable of managing its own affairs and
the conditions under which such third party payments may be ordered.

2. Vendor payments under the AFDC program
Sec 529 of Title V effective Immediately upon enactment authorizes the

states to provide for non-recurring special needs which cost $50 or more
by payment directly to the person furnishing the item.

This provision immediately applicable to the current AFDC program, permits
states to pay the provider directly for goods or services costing $50 or more. This
method of payments contrary to the premise that needy families have a right
to manage their own affairs, Including making purchases and handling money,
in the absence of proof that they are unable to do so.

Sec. 2171 (c). Hearings and review
Requires notice and opportunity for hearings for anyone who disagrees

with a determination with respect to eligibility for or amount of pay-
ments, if requested within thirty days. Final determination by HEW
after a hearing would be subject to judicial review, except that HEW's
findings as to facts shall be conclusive.

The Bill fails to specify certain fundamental standards for the conduct of
hearings when a recipient challenges adminltratIve declsious, such as adequate
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notice of the reasons for the initial determination. In providing that findings of
fact are not subject to judicial review, the Bill does not add the necessary
protection against arbitrary findings-that they must be supported by a clear
preponderance of the evidence. Furthermore, the Bill should require that a re-
cipient shall receive benefits pending the final decision.
Sec. 2152(e) and Sec. 2171(c). Application and biennial reapplication process

Sec. 2152(e) prohibits benefits being paid a family for more than
twenty four consecutive months except on the basis of a new application
filed and processed as though it were the family's initial application
for benefits.

Sec. 2171(e) directs HEW to establish requirements for filing appli-
tions, suspension or termination of benefits, furnishing data and report-
ing changes In circumstances necessary to determine eligibility. Each
family shall be required to submit a report within thirty days after the
end of the quarter to determine eligibility for benefits payable for that
quarter or be subject to penalty.

The Bill should prescribe a simplified method for determining eligibility for
benefits both in the initial application and the biennial reapplication process.
The Bill requires families to make quarterly reports of income and expenses
within thirty days, under automatic penalty. It requires a family to file a new
application to be treated as if it were an initial application despite the accu-
mulated data of twenty-four consecutive months. We believe that the emphasis
in the Bill on investigation, furnishing evidentiary materials and frequent routine
reporting to substantiate eligibility for benefits, is costly and unnecessary in most
cases and would impose needless hardships on families. Flexibility In the appli-
cation and reapplication process should be permitted while at the same time as-
suring that benefits are paid only to eligible persons. We recommend provision
be made for the use of the simple declarative statement where appropriate, a
method now in use In many states.
Sco. 10f, 151,2156, etc. Adminietration; multiple sections

This Bill would necessitate a complicated administration requiring continuing
contact among several federal, state and local agencies. Locally, there would
need to be a tremendous Increase In the state and local offices for providing cash
assistance, services and employment.

The PAP program and the payments to OFF recipients would be administered
by HEW. Other agencies would be involved to provide information to establish
eligibility. If requested, HEW would administer a state's supplementary program
and Medicaid eligibility. As an Inducement, the state would pay HEW the
amount of the supplemental payments and be relieved of responsibility for the
administrative costs

The OFF program of training, work and employment would be administered
by the Department of Labor including such supportive services as day care. This
can be done by direct federal administration or through contacts with state and
local agencies

Nearly all recipients would be required to have contact with many agencies.
Among the local offices with which. a head of a needy family may have to deal
could be that of HEW administering payments and of the Department of Labor,
and possibly with a day care center or some other office rendering a service. Since
the states would continue to administer the social service programs under the
present federal-state matching arrangements the recipient requiring service
would need to have contact also with local social service units of state adminis-
tration. It is to be hoped that procedures will be devised to minimize and coordi-
nate the multiplicity of agency contacts necessitated by this Bill.

Tins V-MischLANitous' NEw SOCIAL SEavIoE PRoVIsIoNs

(AUZNDINO TITLES Iv AND x1 or THE SOCIAL SECURITY ACT)

Seo. $11. Dejfniton of aerticee

Sec. 511 (a) lists twelve services for individuals in a family receiving
assistance to needy families with children, which the state plan may

For discussion of Sec. 60-State supplementary payments during trantliton period,
Wo. 41 and 54.discussion of See. 529--Payment under AFDC program for nounrecurring special

need& see loan 56.
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include in Its service program. These are: family planning including
medical services, child care, services to unmarried girls who are pregnant
or have children, protective services, homemaker services, nutrition
services, educational services, emergency services in connection with a
crisis or urgent reed, services to assist in training or employment, assist-
ance in locating housing, services to abusers of drugs or alcohol. Informa-
tion and referral services.

Sec. 511(b) lists eight services for aged, blind or disabled persons re-
ceiving assistance under Title XXII or other needy aged, blind or disabled
persons which state plan may include in its service program. These are:
protective services, homemaker services, nutrition services, assistance in
locating housing, emergency services in connection with a crisis or
urgent need, services to aesist Individuals to engage In training or em-
ployment, services to abusers of drugs or alcohol, information and re-
ferral services.

States should be encouraged to develop those service programs which would
best meet their local needs. Specifying in the Bill the services to be offered
limits the variety and scope of the states' programs. We prefer the broad state-
ment of the purposes for which services are to be provided now in the law
to an enumeration of specific services. However, if the states are to be limited
to the services enumerated in the Bill, that list should be enlarged to include
all the services that may be required to achieve the purposes of the Act.
Sec. 512. Authorization and allotment of appropriations for services

Authorizes an appropriation of a maximum of $800 million for pay-
ment to states for training of personnel, for services to the aged, blind
and disabled and for services for any individual receiving assistance to
needy families with children.

Although the program of matching grants to states for services to needy
families and needy aged, blind and disabled persons would be continued, the
Bill makes an important and, we believe, undesirable change. For the first
time, a limit would be placed on the amount of money to be appropriated for
services (except family planning and child care services which would be funded
differently) to these groups of eligible persons. Under current law, there is a
ceiling on appropriations for child welfare services to non-reciplents of cash as-
sistance but appropriations for services otherwise are open-ended. The federal
government matches what the states spend.

We urge that the Bill be amended to restore open-ended appropriations,
thereby encouraging, not discouraging, the states to develop the preventive,
supportive and rehabilitative services which are needed. Furthermore, the fi-
nancial plight of so many states and the lack of sufficient services is reason for
giving consideration to the possibility of federal assumption of the cost of
services.
8ec. 518. Adoption and foster care services under child welfare sertqtoe program

Authorizes $150 million for the year ending June 1972 rising to $200
million for the year ending June 80, 1976 for payments for foster care
(including medical care not available under any other state plan) for
a child for whom a public agency has responsibility and for payments
to a person adopting a handicapped child. Payments may be made to
any agency, institution or person it the care meets standards prescribed
by HEW.

The large numbers of children who are In need of foster care make it particu-
larly necessary for their protection that the Bill define the standards of care re-
quired with respect to quality of care, health and safety. Because of the diffi-
culty in finding good foster care for children, we commend the Inclusion of funds
for the cost of locating such resources.

Payments to a person adopting a physically or mentally handicapped child
(based on financial ability to meet the medical and other remedial needs of the
child) should expedite placement of hard-to-place children, especially those
requiring costly medical care.

ith respect to both the foster care and adoption program, we believe the
Bill should provide an open-ended not a close-ended appropriation.
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Seo. 52.. Statewdeneae ,ot required for aervioee
Permits HEW to make exceptions to the requirement that the plan

for social services should be in effect in all political jurisdictions of the
state. (Amends Titles I, IV, X, XIV, XVI)

Although grants to states would continue to be based on an accepted state
plan, the plan no longer would have to be enforced throughout the state. We
consider this an unfortunate change in the law. It could result in uneveness
within a state depending on the locality of the regular, continuing services
offered and unevenees in their delivery.

NATzoxAL Comuru FOR CAR N THE MEDicAL LAsozroay,

Betheeda, Md., FEBRuAzy 4, 1972.
To The Senate Committee on Finance.
From Thomas M. Peery, M.D., Chairman, National Committee for Careers in

the Medical Laboratory.
For inclusion in the hearing record on H.R. 1, we wish to give you information

that should encourage the adoption of Section 241, requiring the development
and employment of proficiency examinations as an alternate way for health
care personnel to demonstrate competence under Medicare standards

We believe you should know of our experience in developing such proficiency
examinations for clinical laboratory personnel, with the support of the Man-
power Administration of the Department of Labor and the expert assistance
of Educational Testing Service.

We found that experts in our field were enthusiastically ready to participate
In test development, that appropriate employer organizations were ready to
support the use of such examinations, and that candidates have been eager to
come forward in hope the examinations will benefit them in their laboratory
careers. The project got underway in July 1970; the first examinations were
given in November 1971.

Fifteen hundred laboratory workers-most of them with military laboratory
training and experience-took the examinations In November at 126 test centers,
including 80 military bases (19 of them overseas). Test scores have recently
been sent to the candidates. Those who did well can use their scores to gain
recognition from present or prospective employers. Military-trained candidates
in general did very well in comparison with those trained in civilian laboratory
programs

Enclosed are the following documents:
1. "Equivalency and Proficiency Testing in the Medical Laboratory Field,"

a summary of our study which led to the proficiency examinations project
A companion project for development of equivalency examinations for
academic credit is also underway, funded by the NIH Division of Allied
Health Manpower.

2. Interim Report on the proficiency examinations project, April 1971,
describing the method by which the examinations were developed.

8. Press release and Bulletin of Information for candidates announcing the
next administration of the examinations in May 1972.

4. Content and Norming booklet with scoreWof representative groups of
laboratory technicians, against which to compare the scores of individual
workers.

We understand that Medicare officials plan to make use of our proficiency ex.
aminations to quality laboratory personnel in much the same way they would
be required to do for other health occupations under Section 241 of H.R. 1.
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I. INTRODUCTION

The Proficiency Examinations for
Clinical Laboratory Personnel are
primarily concerned with the
measurement of an individual's
work-related knowledge and skills
in the laboratory rather than with
college curricular criteria re-
quirements. They are designed to
measure a person's competency to
perform. Specific emphasis is on
the Medical Laboratory Technician
level, but questions appropriate
for both higher and lower levels
are included.

II. OBJECTIVES

The primary aim of the Proficiency
Examinations is to help laboratory
employers to obtain an objective
evaluation of the knowledge and
skills of

* The military-trained medical
laboratory specialist, whose
training and experience are
comparable in some respects to
training and experience in the
civilian laboratory field, but
are not recognized when he
seeks civilian placement on
separation from the service,

and
* The civilian laboratory worker

who has had on-the-job training,
whose experience and aptitude
may qualify him to perform.ion a
higher leyel, but who is pre-
vented from advancement by for-
mal educational and training
requirements.

The examinations provide an op-
portunity for upward mobility for
those who merit it.

There are no eligibility require-
ments. A candidate may take one
or more of the Proficiency Exam-
inations.
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III. DESCRIPTION OF THE EXAMINATIONS

Consultants, committees, and test
specialists developed and prepared
these examinations.

*See p. 13 for Committee of
Examiners*

Each of the four Proficiency Exam-
inations for Clinical Laboratory
Personnel contains 75 questions
and each test takes about one hour
to complete.

Since the tests are designed to be
-fair to people who have been
trained in different ways, it is
not expected that everyone will be
able to answer every question.

The following outline gives a
brief description of some of the
subject matter included within
each test.

1. CLINICAL CHEMISTRY

Equipment - centrifugation, fil-
tration; pipettes, diluters, etc.

Instruments - principles, use and
understanding - spectrophotometry
and colorimetry; flame photometry
and atomic absorption; osmo-
meters, etc.

Chemical Principles and
Application - Calculation and
measurement; pV, solutions,
buffers, etc.

Methodology - analysis related to
enzymes, lipids, electrolytes,
liver function, etc.

2. MICROBIOLOGY

Specimen and Culture Handling -
collection; storage; disposal,
etc.

Isolation and Identification -
bacteriology; mycology, etc.

Serology - tests for disease and
organism identificatioh; preg-
nancy, etc.

Antibiotic Suseceptibility by the
Standardized Diso Test (Kirby-
Bauer) -media, inoculation, etc.

Media- types; preparation

Equipment - microscopes; centri-
fuges; rotators, etc.

Quality Control - staining;
reagents, etc.

3. HEMATOLOGY

Subject - white count; red count;
hemoglobin; hematocrit; reticu-
locyte count; clot retraction;
osmotic fragility; normal dif-
ferential count, etc.

Method - manual; mechanized; qual-
ity; limits; departure from nor-
mal.

4. BLOOD BANKING

Compatibility - massive and/or
multiple transfusions; patient
identification; selection of
blood for compatibility, etc.

Special Techniques - antibody
detection, hemolytic disease
work-up, etc.

Standards , General Procedures -
collection and identification of
donor blood; transfusion service
records, etc. 0

NOTE: A more complete description
of content material and sample
questions may be found in THE
BULLETIN OF INFORMATION (avail-
able from NCCML).
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IV. SAMPLE QUESTIONS

Following are a few examples of the
types of questions that may be
found on each of the four profi-
ciency examinations.

Examples:

Directions: Each of the questions
or incomplete statements in the
test is followed bX five suggested
answers or completions. Select the
one which is best in each case and
then blacken the corresponding
space on the answer sheet.

(CliniclZ Chemistry)

1. The color formation in a serum
bili rub in 0-, .itraM 4 on depends
on

(A) making-the-serum alkaline
(B) adding sulfanilic acid
(C) adding methyl alcohol
(D) conjugating bilirubin with

glucuronic acid to form
bilirubin glucuronide

(E) diazotization to form
azobilirubin

2. Diazotized sulfanilic acid is
used for the measurement of

(A) bile acids
(B) _bile pigments
(C) acetylsalicylic acid
(D) sulfosalicylic acid
(E) coproporphyrin

(mi orobiolcoy)

Directions: The group of questions
below concerns a laboratory situa-
tion. 'First study the description
of the situation. Then choose one
best afiswer to each question fol-
lowing it and blacken the corre-
sponding space on the answer sheet.

A sample of spinal fluid cultured in
nutrient and thioglycollate broth gave
some indication of growth by turning
slightly cloudy in the broth after 12
hours of incubation at 37"C, A gram
stain of this fluid showed a mixture
of small gram-negative rods and gram-
positive diplococci. However, on
further incubation, the turbidity did
not increase and transfer to nutrient
agar plates showed no growth after 24
hours.

3. In order to grow and isolate the
small gram-negative rods, a trans-
fer should be made to

(A) nutrient broth
(B) nutrient agar
(C) thioglycollate broth
(D) chocolate agar
(E) Streptosil broth

4. In the best interest of the patient
a report should be seat to the
attending physician stating which
of the following?

(A) Culture contaminated, please
repeat

(B) No growth after 36 hQurs
(C) Small gram-negative bacillus

and gram-positive diploccus
seen in broth culture

(D) No growth after 12 hours
(E) Hemophilus influenzae and

Diplococcus pneumoniae have
been isolated

(Hematology)

5. If on a particular sample the red
cell count is 3,500,000 per cubic
millimeter and if 1.5 per cent of
the red cells are reticulocytes,
the number of reticulocytes per
cubic millimeter is

(A) 15,000 (B) 35,000 (C) 52,500
(D) 72,000 (E) 350x000
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6. Wright's stain causes the cytoplasm
of lymphocytes to be colored

(A) purple (B) gray (C) yellow
(D) pink (E) blue

(Blood Bnking)

7. Enzyme-treated cells are unsatisfac-
tory for detecting antibodies of the
Duffy blood-type system because
enzymes

(A) destroy Duffy antibody molecules
(B) destroy Duffy antigen sites
(C) inactivate Duffy antibody

molecules
(D) mask other antibodies
(E) give false positive antiglobu-

lin (Coombs') tests

ANSWERS TO SAMPLE QUESTIONS

1. E
2. B

3. C
4. D

5. C
6. E

7. B

V. INTERPRETING YOUR PECLP SCORES

The Proficiency Bxaminations for
Clinical Laboratory Personnel were
administered to two norming groups.
All candidates in both groups had
had at least one year, but no more
than two years, of formal labora-
tory training. Each candidate had
from one to five years of labora-
tory experience in a variety of
military, hospital and independent
laboratories throughout the United
States. All these candidates took
all four proficiency examinations.
Group I consisted of 233 workers
who received military laboratory
training. Group II consisted of
129 workers trained in civilian
hospital programs.

The possible range for each reported
test score of the Proficiency Exam-
inations for Clinical Laboratory
Personnel extends from a low of 0
to a high of 75. The scores are

the candidates' "raw scores.'" A
raw score is the number of correct
answers a candidate gave, minus one-
fourth of his wrong answers. The
PECLP test scores are meaningful
only when related to the performance
of the two norming groups described
above.

The percentile rank is used to indi-
cate how a candidate's score com-
pares with the scores of the candi-
dates in the norming groups. The
relative standing of a PECLP score
with respect to each group is ex-
pressed in the following tables as
a percentile rank - the percent of
candidates in a group who scored
lower than that scaled score. For
example, in comparison with norms for
Group I, a candidate's score of 54
or 55 on the clinical chemistry
test places him at approximately
the 90th percentile; that is, about
90 percent of the candidates in
this group obtained scores lower
than his and, conversely, about 10
percent obtained higher scores. In
comparison with norms Group II, a
candidate's score of 54 or 55 on
the clinical chemistry test places
him at approximately at the 94th
percentile.
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Percentile Ranks for Group I:
Norming Administration November, 1971

233 Technicians Trained in Armed. Forces

PROFICIENCY EXAMINATION •
Clinical Micro- Hema- Blood

Score
74-75
72-73
70-71
68-69
66-67
64-65
62-63
60-61

58-59
56-57
54-55
52-53
50-51

48-49
46-47
44-45
42-43
40-41

38-39
36-37
34-35
32-33
30-31

28-29
26-27
24-25
22-23
20-21

18-19
16-17
14-15
12-13
10-11

8-9
6-7
4-5
2-3
0-1

Mean 36.52 46.03

10

tology Banking
99.8

Chemistry biology
99
98
97

99 96
98 95
96 91
95 85
95 83

94 80
92 76
90 70
88 65
85 62

83 55
80 51
76 44
71 36
68 32

61 27
53 23
42 20
36 15
30 12

25 11
19 9
15 5
10 3
7 2

5 2
4 1
3 1
2 1
1 0.9

0.4 0.6
0.4
0.2

99
99
98
97
95
91
90

85
82
78
71
64

56
49
40
31
25

20
15
11
8
6

5
4
3
2
1

0.4
0.4
0.4
0.2

46.47 36.92

Percentile Ranks for Group II:
Norming Administration November, 1971

129 Technicians Trained in
Civilian Hospital Programs

PROFICIENCY EXAMINATION
Clinical Micro- Hema- Blood

99.6
99
99
98
97
96

95
93
90
88
84

79
77
71
66
59

52
47
41
38
3i

25
21
17
13
9

6
4
3
2
2

1
0.4
0.4

Score
74-75
72-73
70-71
68-69
66-67
64-65
62-63
60-61

58-59
56-57
54-55
52-53
50-51

48-49
46-47
44-45
42-43
40-41

38-39
36-37
34-35
32-33
30-31

28-29
26-27
24-25
22-23
20-21

18-19
16-17
14-15
12-13
10-11

8-9
6-7
4-5
2-3
0-1

Mean 29.10 32.41
11

42.32 28.77

Chemistry biology tology Banking
99
98
98
98

99 97 99
98 97 97
97 97 95
96 96 93 99

96 95 91 99
95 94 88 98
94 92 84 97
93 91 78 95
93 88 73 94

92 84 67 90
91 81 63 89
88 77 57 87
86 74 51 84
84 73 43 81

81 64 34 77
76 60 29 71
71 56 23 64
67 51 20 60
61 48 14 55

54 41 10 50
48 39 6 44
38 35 5 37
30 29 4 32
22 22 2 28

16 16 2 23
12 13 2 19
7 9 2 14
5 5 9
3 3 5

2 3 4
1 2 3
1 2 1
0.4 1 0.4
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VI. USE OF TEST SCORES

Test scores are sent only to the
candidate or those he designates.
Examination results can be used by
employers to place and upgrade
laboratory workers. Medicare plans
to uae the results as an alternate
way of qualifying workers for its
technician level. Federal, state
and local civil service commissions
are interested in similar use of
the examinations. The ASCP Board
of Registry of Medical Technolo-
gists is considering possible use
of the Proficiency Examinations to
qualify candidates for the Medical
Laboratory Technician certification

-examination.

Transcripts of test scores will be
seni to persons designated by the
candidate for a fee of $2.00 per
set of scores.

VII. EQUIVALENCY EXAMINATIONS

A companion set of equivalency
examinations for academic credit
in the same four subjects is being
prepared for use in the fall of
1972. These examinations are'
being designed by ETS for inclusion
in the College-Level Examination
Program of the College Entrance
Examination Board.

For additional information about the
Proficiency Examinations write to:

Program Director
Proficiency Examinations for
Clinical Laboratory Personnel
Educational Testing Service
Princeton, New Jersey 08540
(609) 921-9000

or
National Committee for Careers
in the Medical Laboratory
9650 Rockville Pike
Bethesda, Maryland 20014
(301) 530-6055

12

Committee of Examiners

Blood Banking

Chaiznan

Lt. Col. Frank Camp, U.S. Army Medical
Research Laboratory
(Fort Knox, Kentucky)

Ralph Lingeman, M.D., Veterans Adminis
tration Hospital (Washington, D.C.)

Mrs. Grace Neitzer, MT (ASCP), Michiga
Community Blood Center (Detroit,
Michigan)

Lt. Col. Harold Neuman, USAF Medical
Center, Andrews Air Force Base
(Washington, D.C.)

Clinical Chemistr'y

Chzaimn

Martin Rubin, Ph.D., Georgetown Univer-
sity Hospital

N. Sgt. James R. Brown, Medical Field
Service School (Fort Sam Houston,
Texas)

Howard Rawnsley, M.D., Hospital of the
University of Pennsylvania Medical
School

Mrs. Loula Woodcock, MT (ASCP), Scripps
Memorial Hospital (LaJolla,
California)

Hematology

Chain
Robert Langdell, M.I -- University of

North Carolina Medical School

Major Joseph H. Keffer, M.D., Anderson
Pathology Associates (Anderson,
South Carolina)

13

BEST AVAILABLE COPY
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Mrs. Doris Y. Mahon, Walter Reed Army
Medical Center (Washington, D.C.)

Mrs. Owendolyn N. Taylor, MK (ASCP),
Medical University of South Carolina

IMiorbiolooi

Chai~

Gerald Needham, Ph.D., Mayo Foundation
(Rochester, Minnesota)

Lt. Walter Cox, M.S. (USNR), National
Naval Medical Center (Bethesda,
Maryland)

Sgt. John James, USAF Medical Center
(Wright Patterson, Ohio)

Jesse Marymont, M.D., Wesley Medical
Center (Wichita, Kansas)

Miss Cornelia Van Benthem, M.A.,
Kr (ASCP), lackensack Hospital
(Hackensack, New Jersey)

4'
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NATIONAL COMMITTEE FOR CAREERS IN THE MEDICAL LABORATORY,
Bethesda, Md.

For immediate release:
Proficieney Examinations, the new way by which medical laboratory workers

may measure their skills and knowledge, will be given for the second time on
May 6, 1972, at test centers throughout the country.

The clinical laboratory's need for this new program is demonstrated by the
fact that nearly 2,000 laboratory workers sat for the first set of examinations
on November 20 at 126 test centermhere and abroad, including 30 miiltary bases
and three prisons.

Designed to evaluate the knowledge and skills of both the medical laboratory
specialist trained by the military and the civilian laboratory worker who lacks
professional certification, the new examinations are administered by the Educa-
tional Testing Service for the National Committee for Careers in the Medical
Laboratory under a contract -from the Manpower Division of the U.S. Depart-
ment of Labor.

This Proficiency Examination Program offers four examinations in the labora-
tory areas of Blood Banking, Clinical Chemistry, Hematology, and Microbiology.
All are one-hour paper and pencil tests, and a candidate may take one or more.
His scores are sent only to him or to those he designates. Norming scores (results
achieved by a representative group of laboratory workers) provide a scale against
which candidates' individual scores may be measured.

Examination scores can be used by employers to place and upgrade laboratory
workers. Medicare, arA1 Federal, state and local civil service commissions are
among the agencies planning to make use of the examinations. The Board of
Registry of the American Society of Clinical Pathologists is considering use of
the examinations to qualify candidates for the Medical Laboratory Technician
certification examination.

Major organizations of laboratory employers which have cooperated in test
development and are supporting the use of Proficiency Examinations are:

American Society of Clinical Pathologists,
College of American Pathologists,
American Academy of Microbiology,
American Association of Clinical Chemists,
American Association of Blood Banks.

Deadline for applications is April 8.
Application blanks and a bulletin of information describing the examinations,

giving test questions, and listing test centers are available from:
Proficiency Examinations Project
National Committee for Careers in the Medical Laboratory
9650 Rockville Pike -

Bethesda, Maryland 20014
- or

Medical Technology Proficiency Examinations
Educational Testing Service
Princeton, New Jersey 08540

Only applications maade on the official form will be accepted by ETS.
If a test center is not readily accessible, a candidate may request a special

center. The Department of Defense has offered its cooperation in administering
the examinations at bases not near the designated test centers. Deadline for re-
quests for special test centers is March 25.
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A SUMMARY:

Equivalencyand
Proficiency

Testing

Related to the
Medical Laboratory Field

NATIONAL COMMITTEE FOR CAREERS IN MEDICAL TECHNOLOGY

Bethesda, Maryland

March 1970

Pursuant to Contract No. NIH 70-4047 (PH 108-69-49)
between the U.S. Department ofHealth, Education, and Welfare,
National institutes of Health, Division of Allied Health Manpower
and the National Committee for Careers in Medical Technology

B 1970 National Committee for Careers in Medical Technology
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NATIONAL COMMITTEE FOR

Care._rs in Medical Technology
96S0 Rockville Pike, Betbeads,,Maryland 20014
OXSCu1fiw0 dcrelry DALLAI JO3ION pAba (301) S *-O5S
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As the work of medical laboratories has expanded in scope and
complexity, manpower shortages have of course Increased proportionately.
Recruitment of new laboratory personnel is one answer to the problem;
better utilization of present personnel is equally important.

Both recruitment and utilization of laboratory workers would be
enhanced by development of a career ladder for the medical laboratory
field. Such a ladder must allow upward mobility for workers who can
demonstrate they have knowledge and ability equivalent to that expected
from persons completing education and training for higher level positions.

Career mobility and equivalency were major subjects of discussion
at the Conference on Manpower for the Medical Laboratory, sponsored by
the National Committee for Careers in Medical Technology and the Cancer
Control Program of the U. S. Public Health Service In October 1968. At
that meeting, representatives of government and the professions con-
cluded: "representatives of medical laboratory disciplines should
initiate efforts with educational testing specialists to develop equiv-
alency tests to provide increased mobility between levels and categories
of laboratory careers."

As a first step in the effort to provide equivalency credit for
laboratory workers, the National Committee contracted with the Allied
Health Manpower Division of the U. S. Public Health Service to study the
present role of equivalency and proficiency testing in the medical labora-
tory field, in related health fields, and in other fields where experi-
ences are applicable to the laboratory. This report is the result of
that study. The research was done by Mrs. Jean Linehan of the NCCMT
staff.

The study points'up the need for equivalency examinations in the
field, and the present Interest in and receptivity to the idea of
equivalency among the professions and the educators.

Robert W. Coon, M. D.
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EQUIVALENCY AND PROFICIENCY TESTING
RELATED TO THE MEDICAL LABORATORY FIELD

The need for an increasing supply of health manpower has been well
documented.' A number of factors have produced an expanded need for medical
laboratory personnel even greeter than that for health workers in general:

Demands on the medical laboratory for services which aid
In the diagnosis and treatment of human Ills are increasing
rapidly because of such factors as population growth, automation,
new technology, and expanded health programs providing better
medical care to all socioeconomic groups. An estli.'eted 900 million'
laboratory examinations were performed on specimens from the human
.ody In 1963; the number has been estimated to have reached about
1.4 billion during 1968. The rate of increase Is expected to be
even greater during the next several years.1

In 1975, according to a Labor Department estimate, an increase of 60%
above the 100,000 medical laboratory personnel currently employed will be
required, just to keep up with present procedures.3

While recruitment of new personnel is important to fill these needs,
it Is generally agreed that at least part of the solution to the increasing
manpower shortage In the medical laboratory field is better utilization of
those already employed. Ideally, the first step to Improve utilization
should be a thoroughgoing alanysis of the tasks to be performed in the
laboratory. The task analysis would Include assessment of the level of
skills and personnel necessary to perform the tasks. Then educational pro-
grams would be designed -- and periodically redesigned -- to match the
revised Job descriptions.

Better utilization of health personnel would enhance career mobility
within the system. Career mobility refers to the upward and lateral movement
of personnel from one job to another as they gain knowledge and experience,
with no artificial barriers erected to prevent such movement on the part of
Individuals who are qualified by virtue of knowledge and skills to perform
the required tasks. Upward mobility includes the idea of the "ladder,"
allowing for promotion on the basis of measured abilities from the level of
the aide, to that of the assistant, to that of the technician, to that of the
technologist, and beyond. Horizontal mobility between health professions is
based on the idea that a 'core" of knowledge and skills Is common to many
health occupations, and would allow an individual to move from one field to
another without duplicating the 'tcore'l training he had already completed.
A system which provided for vertical and horizontal mobility would eliminate
dead-end Jobs and clarify the routes from one position to another. Those
workers with ability and motivation could continue to advance.

1. Among other places, In Educationfor the Allied Health Professions and
Services, a report of the Allied Health Professions Education Subcommittee
of the National Advisory Health Council, U.S. Department of Health, Educations
and Welfare, 1967.

2. Guide Class Specifications for State Public Health Labortorils U.S.Depart-
ment of Health, Education, and Welfare, October 1969. -

3. Technology and Manpwer In the Health Service industry, 1965-1975, U.S.
Department of Labor, 1966.
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Career mobility In the medical laboratory would make the profession
more attractive, facilitate recruitment, retain present laboratory workers,
and encourage re-entry Into the field by those who for a variety of reasons
have left It.

Basic to the concept of career mobility is the need to evaluate each
individual's present abilities, regardless of the route he traveled to attain
them, in order to allow his placement on the most appropriate rung of the
career ladder. Proficiency and equivalency testing programs can serve as a
basis for this evaluation. Proficiency testing assesses an individual's
knowledge and skills related to performance at a specific tsk level, Equiva-
lency testing equates learning gained off campus with the requirements of on-
campus courses and formal training programs; It may lead to the actual grant-
Ing of academic credit or may be used simply as a substitute for formal
academic requf rements.

So.O4. .gtat.i~ons-onE.uIvalency and Prof lciency Testiinog

A number of Influential voices have been heard in recent years advocat-
ing the granting of credit for learning in other than formal and traditional
programs. Many have advanced the need for equivalency testing -- In general,
for the health professions, and specifically for the medical laboratory field.
Some of the most pertinent are presented here.

John W. Gardner, In Goals for Americans, said in 1960:

Many people who study outside the formal system do so for
reasons having to do with their own fulfillment, and care little
for academic credit. Others are concerned only with the immediate
acquisition of skills, and credit is Irrelevant here too. But many
others do wish to obtain academic credit. We shall serve these
people far more effectively when we have devised a flexible system
of credit by examination. Such a system would assess and certify
accomplishment on the basis of present performance. The route that
the individual has traveled to achieve competence would not come
into question. Such a system would permit many Individuals to
participate In higher education who now -- by the nature of their
jobs or other obligations -- cannot do so.1

Concern was expre,sed'by the Senate Finance Committee in 1}367
that:...The reliance placed on specific formal education, training,
or membership in private professional organizations might sometimes
serve to disqualify people whose work experience and training may
make them equally or better qualified than those who meet the existing
requirements. Failure to make possible the fullest use of properly
trained health personnel Is of particular concern becau 1e of the
shortage of skilled health personnel In several fields.

I. Gardner, John W., "National Goals In Education," Goals for Aericans. The
Reegrt of the President's Commission on National Goals, Prentice-Hall, 1960.

2. Senate Finance Committee report on the Social Security Amendments of 1967.
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"Attention to equivalency of training is vital in both the professional
and technical curriculums," according to the 1967 report of the National Advi-
sory Health Council's Allied Health Professions Educational Subcommittee, which
went on to say:

Upward mobility should be encouraged but should be linked
realistically with the capabilities of the Individual. While It is
desirable to have certain courses in a junior college accepted to
credit in a senior college, it is perhaps more important to adopt the
principle of credit for attainment in a field which could be tested
by examination. There should be less concern for formal course require-
ments, and more for grasp of knowledge and skill. Programs should be
designed to facilitate progress from the technical to the mpre advanced
levels of education and practice in the health occupations.'

According to a report prepared by the NIH Bureau of Health Professions
Education and Manpower Training, Division of Allied Health Manpower, and trans-
mitted to the President and the Congress by the Secretary of Health, Education,
and Welfare in April 1969:

Methods must be developed to determine whether knowledge and
skills acquired in other than formal academic settings are equivalen
to the measures of "satisfactory" performance established In recognized
educational institutions.

The need for equivalency examinations for the allied health
professions and occupations is based on the premises that: (1) students
should not be required to repeat work that they have mastered; (2) ob-
jectives of course work can be achieved in other than classroom situ-
ations; (3) acquisition of knowledge and skills can be measured by
examination and performance; and (4) educational Institutions can use
the results of these examinations as a basis for advanced placement
or academic credit awards.

Equivalency examinations have far-reaching Implications for
the health occupations. They could be used to accelerate the formal
academic programs of potential health workers. They could also serve
as bases for occupational mobility. The potential uses of equivalency
examinations have special significance for many allied health workers
who are locked in dead-end jobs, but who would be willing to undertake
advanced academic training If they were given recognition for princi-
ples and techniques that they have already mastered. An example is the
medical corpsman who is trained in the armed forces, but who cannot
accept similar employment in civilian life because h's military
training and experience cannot be transferred readily to civilian
employment requirements in many allied health occupational categories.2

I. Education for the Allied Health professions and Services, U.S. Department of
Health, Education, and Welfare, 1967.

2. Report to the President and the Congress on the Allied Health Professions
Personnel Training Act of 12. as Amended, U.S. Department of Health, Edu-
cation, and Welfare, April 1969.
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Speaking as president of the Association of Schools of Allied Health
Professions, J. Warren Perry, Dean of the School of Health Related Professions
of the State University of New York at Buffalo, said to the A.M.A. Congress on
Medical Education:

A logical extension of the credit-by-examination concept
must be conceived, developed, and fostered for the allied health
professions. This is already being interpreted as one of the major
needs if the mobility concept Is to be achieved. The relationship of
proficiency or equivalency testing procedure as might be applied to
the allied health professions Is self-evident, though putting it into
practice will not be a simple task. if tests can be d veloped that
will establish the common core elements Involved in various health
fields, measurement of the level of performance on a test might
substitute for the actual taking of some of the now required courses
In many fields. Based upon effective measurement devices of such
proficiency or equivalency levels, it would not be necessary for an
Individual to begin at the very lowest level or rung of a ladder in
an allied health field, but rather one could be admitted into an
educational program or level of clinical functioning based upon his
measured capabilities.'

R.L. Matkin, Assistant Secretary of the Council on Dental Education
of the American Dental Astociation, has expressed his personal observations on
tLo ,ibJect of equivalency examinations for health professions:

The individual Institutions conducting approved (accredited)
educational programs should, In my judgment, be the agencies that
determine equivalency. The equivalency could involve individual
courses or the total program. For example, it seems appropriate
that the responsible department or divion of a school could
develop "challenge" examinations in each subject matter area of a
specific curriculum. The '"challenge" examination should be as
difficult as the usual final examination of the course. if the
student is successful, he should be given credit for the subject
matter area and not be required to take the course. Conversely, if
the student Is unsuccessful, he should be required to enroll in the
course, provided he has met other criteria such as the usual pre-
requisites, etc., expected of other students.

Carrying this process to the ultimate, it may be possible
that an Individual would be able to successfully "challenge" all
courses in a specific curriculum. If this is the case, it would
seem reasonable that the institution would certify that the individual
has knowledge and skill equivalent to its usual graduates and the
individual should be co nsidered eligible for certification or
I icensure examination.

I. Perry, j. Warren, "Career Mobility in lIled Healthi Education," J.A.Ma.,
Vol. 210, No. I, October 6, 1969.

2. R.L. Matkin, in correspondence dated August 26, 1969.
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Ralph C. KuhlI, Director of the American Medical Association's Npart-
ment of Allied Medical Professions and Services, has expressed his personal
support for equivalency testing for people with foreign education and experience,
for discharged military medics, end for Individuals with long and distinguished
experience and training in a health occupation, as follows:

Any and all useful education and experience should be credited,
rachet-like. A person should always be able to go on if he can, if
he wants to, and if he can afford it. Professions which do not allow
credit for previous education and experience remind me of a limited
access highway: once you get on it, you have to dri ye for miles before
there's any chance to turn off or change direction.'

A conference on Manpowr for the Medical Laboratory, bringing together
persons from government and the professions, came out strongly In favor of
equivalency testing for medical laboratory personnel:

Recommendation I4: Representatives of medical laboratory
disciplines sold Initiate efforts with educational testing
specialists to develop equivalency tests to provide increased
mobility between levels and categories of laboratory careers.

Equivalency tests would make it possible for Individuals to
obtain science credits needed for advancement through recognition
of self-study, experience, maturity, and skills gained on the job.
Methods developed to equate experience with education and training
can be used to evaluate correspondence, television, and continuing
education courses as well as to enable graduates of armed forces
laboratory programs to enter col lege or medical technology training
without meeting traditional academic requirements.

Efforts should be made to ensure recognition of equivalency
tests by boards certifying and licensing laboratory personnel, and
for admission to and advanced standing in colleges and universities.

Development of equivalency tests would enhance the appeal of
laboratory careers. The recognition of knowledge gained outside
of formal education to~fulfill academic and clinical requirements
would give persons with Initiative and ability opportunities for
advancement .2

Speaking at the September 1969 meeting of the American Society of
Clinical Pathologists, C. R. Macpherson, Chairman of the Board of Schools of
Medical Technology, voiced both support for mobility and concern about the
ways to achieve It:

I. Ralph C. KuhIl, in correspondence dated July 25, 1969.
2. Manpower for the Medical Laboratory! The National Conference on Education

and Career .yeelopment of the National Co in tee for Careers In Medical
Technology, U. S. Public Health Service, 196.
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Upward mobility in the laboratory Is a very Important concept,
but its Implementation presents probiemse At present, to go from
the assistant level to that of medical technologist, the worker
has to go back to school and get a baccalaureate degree, which Is
Impractical -- or impossible -- for most.

We must study the possible mechanisms for upward movement,
remembering that whatever we select cannot violate sound academic
principles.1

Roma Brown, President of the American Society of Medical Technologists,
has expressed the hope that the career ladder in the medical laboratory will
"b)e viewed as a realistic continuum at every performance level," continuing:

Constricture or an Imposed ceiling will create a suppression
on the rest of the system. Multiple mechanisms to achieve and
recognize Increased competency that ere feasible for the individual
must be structured. This will require Innovative approaches by the
educational system end cooperation by the service facility to en-
courage the Individual to formally advance along the career line.,*

This will require a combined effort of the profession and the
educational Institutions to insure that educationally sound and pro-
fessionally valid criteria are established. Measurable behavioral
objectives need to be defined. Effective Instruments for evaluating
equivalency gained in both the informational and skill competency
need to be developed. Management methods should be utilized that
result In motivation of the Individual to achieve maximum utiliza-
tion of resources In the profession.

2

Why Equivalency Testing'?

The quotatiorspresented above point to the need for equivalency and
proficiency testing in general, in the health occupe'ions, and In the medical
laboratory field specifically. A summary of ideas for the medical laboratory
fleid Included In these quotations follows:

" There are Increased demands on medical laboratories, and future
demands will be even greater.

" Present shortages of skilled personnel In the medical laboratory
field are expected to become a more serious problem in the future.

" Laboratories often are unable to utilize people to the full extent
of their capabilities.

" Laboratories cannot give people the status to match the work they
are often actually doing, and cannot move them up, because no
standard system exists for granting credit for skills and knowledge
gained outside formal educational programs.

1. Tape recording of the session on 'New Directions In Medical Technology
Education end Evaluation," September 17, 1969.

2. From a paper entitled "Career Mobility: An Inquiry by a Health Profession
Organization," read at the Association of Schools of Allied Health
Professions meeting, November 1969.
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* There is no route from the technical to the professional level
In the laboratory except by returning to the beginning of the
professional educational program.

* Laboratory workers who wish to upgrade themselves by returning
to school find It difficult if not impossible to get credit for
knowledge and skills they already possess, and thus must pursue
contents and skills which they have already mastered. Since the
return to school often requires sacrifices for the worker and his
or her fanily, this additional handicap makes the return even more
difficult and therefore less likely.

* Medical corpsmen who have obtained laboratory training and exper-
Ience in the Armed Forces cannot move Into the civilian health
field at a level equal to their qualifications because they cannot
get appropriate credit for their skills and knowledge.

* Workers in a health occupation find It difficult, If not Impossible,
to move to another health field unless they enter training programs
again at the beginning.

* Elimination of dead-end Jobs would make the medical laboratory
field more attractive for recruitment and retention and re-entry of
personnel.

Scooe and Procedures of This Study

This study has been undertaken by the National Committee for Careers
In Medical Technology, under contract with the Bureau of Health Professions
Education and Manpower Training, Division of Allied Health Manpowerm, to collect
and summarize Information about equivalency and proficiency testing practices
in the medical laboratory field, in other health fields, and In still other
fields where experiences are applicable to the laboratory.

Equivalency testing refers to examinations used to equate non-formal
learning with learning achieved in academic courses or training programs.
Such tests may-be designed to enable colleges and universities to grant
academic credit for off-campus learning. They also may be used by employers
or certifying bodies to qualify Individuals whose non-formal study and on-the-
Job learning Is deemed equivalent to that expected from a formal program.

Proficiency testing refers to the measurement of an Individual's
competency to perform at a certain Job level -- a competency made up of know-
ledge and skills, and related to the requirements of the specific job. Such
testing Is therefore not only a measure of the knowledge gained through
didactic Isitruc-tT-on but also an assessment of Job capabilities.
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"Equivalency testing" and "proficiency testing" are thus not mutually
exclusive terms. "Equivalency testing" relates to why an examination is given,
and "proficiency testing" to ,hat It attempts to measure. Equivalency tests
for liberal arts subjects are not proficiency tests, of course, but equivalency
tests In occupational fields usually are proficiency tests. Proficiency tests
can be used for purposes other than equivalency to formal educational programs.
The more closely an educational program is designed to relate to a specific
job level, the more likely It is that an equivalency test for that educational
prog am would also serve as a proficiency test to qualify Individuals for that
Job.

in undertaking this study, a review was made of available literature
In the general field of psychological testing, In educational testing Including
testing for academic credit, and In testing In the health occupations. Books,
periodicals, speeches, and reports Were consulted. An annotated bibliography
is Included at the end of this report.

2 While the need for career mobility and
for equivalency testing -- and the principles which support these concepts --

are well documented In the literature (see quotations on the preceding pages),
It was necessary to go beyond a bibliographic search to learn what individuals
and groups have done, are doing, and are planning to do In equivalency and
proficiency testing.

Contacts have been made by letter, telephone, and In personal Inter-
views with representatives of organizations In the health professions, with
staff members of testing agencies, with laboratory directors, with state
health department and licensing personnel, with Federal officials concerned
with health manpower needs, with faculty members of colleges and of allied
health schools, and with representatives of other organizations who had Ideas
and experiences to share.

3

Testing programs described in this report are grouped In four sections:

1. Tests In the medical laboratory field,
2. Tests In other health fields,
3. Tests In non-health fields, and
4. Some non-test procedures for equivalency.

For each test covered In the report, we have Included available informa-
tion on the purpose for and methods used In Its development, Its format, content,
and what It attempts to measure. We have also explored its uses, It candidates
and their objectives, their relative success, what they have done with the test
results, and retake. procedures. Wo have examined a number of test Instruments;
many others were not available ror review$ due to test security reasons.

1. In the test descriptions which form the bulk of this study, the term "pro-
ficiency testing" has for the most part been avoided, because it has a
specific meaning In the medical laboratory field -- referring to evaluation -

of a laboratory's performance as a whole, not to that of an Individual.
2. See annotated bibliography beginning on page 87.
3. See list of organizations and persons who have contributed information and

Ideas to this study, beginning on page 118.
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A Practical-Application Underway

During the progress of this study, the National Committee for Careers
In Medical Technology has Initiated the development of a battery of tests for
use In the medical laboratory field. An Initial purpose of the tests would
be to offer equivalency credit toward part or all of a juntr college medical
laboratory technician program. Such tests could be taken by persons with
laboratory experience who wish to move upward, or by military laboratory
personnel who wish to obtain employment In the civilian health field. The
test battery would Include academic and clinical content related to the
requirements of the majority of educational programs for medical laboratory
technicians. The tests would be job-oriented because the junior college
M.L.T. programs are themselves job-oriented. A performance evaluation would
probably be included, In addition to the written examinations.

The test battery would be developed by the College-Level Examination
Program of the College Entrance Examination Board, with the help of an ad hoc
steering committee representing the American Society of Clinical Pathologists;
the American Society of Medical Technologists; the junior college programs,
through the Amerian Association of Junior Colleges and the Council on
Associate Degree and Certificate Programs of the Association of Schools of
Allied Health Professions (A.S,A.HP.); and the baccalaureate programs, through
the Council on Baccalaureate and Higher Degree Programs of the A.S.A.H.P.
for the present coordinated wlh staff work by the National Comittee for
Careers In Medical Technology."

The Test

Few generalizations can be made about the varied assortment of tests
reported on here, since their purposes and construction are so varied. Yet
It Is possible to find some common characteristics among them.

Tests Designed for Academic Credit

The idea of giving college credit on the basis of examinations Is not
new. The University of Illinois began offering such examinations In 1895,
and many other colleges and universities have had similar programs. The con-
cept has' had greatest Impetus, however, since the fouindlng of the New York
State College Proficiency Examination Program (CPEP)f In 1962, and the College-
Level Examination Program (CLEP)3 of the College Entrance Examination Board
In 1965. Both programs are designed to provide a way for mature Individuals
to demonstrate education achieved through means other than on-campus courses.
Both offer examinations in subjects equivalent to college courses. CLEP also
offers General Examinations which are designed to measure general educational
background of students who have the equivalent of a year or two of college.
Nearly 500 colleges nationwide have indicated they are willing to grant credit
for the CLEP examinations -- end the number continues to grow. Likewise, the
majority of colleges and universities In the State now grant credit on the
basis of the New York CPEP tests.

1. See detailed description beginning on page 28.
2. See detailed description beginning on page 45.
3. See detailed description beginning on page 49.
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The most I beral credit-by-examinatIon program in the all led health
fields probably is the one offered by Divisien of Health Sciences at Northeastern
University, where a new equivalency examination In respiratory therapy has
recently been developed. The program offers up to one-third of the credits
needed for the associate degree. Anyone who passes It and can also pass CLEP
tests for the courses making up the remaining two-thirds of thl program may earn
en associate degree from the University solely by examination._

Miami-Dade Junior College In Florida Is developing a credit-by-examination
program which will allow for as much as 45 credits in its 60-credit program.
Students In the Division of Allied Health Studies who are licensed or certified
in their particular field are given credit for all the technical courses,
provided they take one on-campus laboratory course in their field.

Examinations are being given at a number of Institutions for licensed
practical nurses who wish some credit on entering training programs, registered
nursing, and/or for non-baccalaureate RN's who wish to return to school for
their degrees. The New York College Proficiency Fxamination Program has
developed a battery of tests In the nursing field which are accepted for
credit by more than half of the nursing programs In New York State. SUNY at
Buffalo grants up to 32 credits for the four nursing examinations offered in
1968 and 1969 by the New York CPEP program. Nursing schools, such as those
at Indiana University, California State College at Los Angeles, Medical College
of Georgia, the University of Arizona, and others, have made up their own
tests to offer such credit, or use tests designed by the National League of
Nursing for other purposes, such as selection and guidance of applicants for
admission or comprehensive tasting of echlevement at the end of senior year.

2

Syracuse University has a comprehensive credit-by-examination program,
which makes use of CLEP and CPEP tests, as well as tests developed by Its own
faculty, to grant up to 30 semester hours of credit. Similar-programs are under-
way at Boston University and Louisiana State University. There Is no limit to
the number of credits attainable by local and standardized examinations at Beaver
College in Pennsylvania. Brooklyn College and the University of Oklahoma offer
some credit in their special baccalaureate degree programs for adults on the
basis of examinations.

The above are not a representative sampI log of the use of credit-by-
examination programs but are merely examples 1f the kinds of programs currently
offered, In a limited survey by J.A. Hedrick' ten years ago, 171 of 300 North
Central colleges and universities granted credit by examination. No recent
figures are available, but the trend seems to be toward greater use of such
programs as standardized tests have become available. Most allied health schools
are Just beginning to consider the problems of equivalency testing. But It Is a
subject of considerable concern to them today, as evidenced by the fact that
both the two-year and four-year Councils of the Association of Schools of Allied
Health Professions Indicated at their organizational meetings in November 1969
that equivalency and career mobility would be a major program emphasis in the
coming year.

1. For more Information about these and other credit-by examination programs, see
the section on Credit-by-Examination Programs of Colleges and Universities on
page 52 of this report, and the section on Practices of Allied Health Schools
in Granting Credit by-Examination, on page 57.

2. For further Information on examinations for nurses, see the section on Nursing
Examinations' on page 37 of this report, as well as the bibliography.

3. See Bibliography, Item number 61.
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Test EliaibilIty and Prerequisites

There are no prerequisites for taking equivalency tests designed to
give academic credit -- particularly those of CLEP and CPEP -- unlike virtually
all licensing, certification and employment examinations. To fulfill the basic
concept behind equivalency, tests must measure current knowledge, no matter how
it has been gained.

Many of the tests covered In this report do not pretend to offer this
kind of equivalency, of course. most are buttressed by eligibility requirements,
and thus by themselves do not attempt to do a complete job of measuring an
individual's knowledge and skills. For example, the Board of Registry of
Medical Technologists has very specific education and training requirements
for the medial technologists who wish to become eligible for Its Registry
Examination. The National Board of Medical Examiners gives the first two
parts of Its examination to-students 2in medical school and Part III to those
just finishing a year of Internship. The American Board of Pathology requires
a full pathology residency, or eleven years of experience In pathology, follow.
Ing graduation from medical school.

In virtually every case, the licensing, certification and employment tests
covered In this report are given only to persons who have completed a certain
course of study or to persons who have had a certain number of years of exper-
ience. The equating of experience with education on a formal basis -- with so
many years of experience being equivalent to so many years or credits of educa-
tion, as Is the case with the U.S, Civil Service and many other agencies -- is
a pattern emphasizing "time served" Just as much as is reliance purely on years
of formal education. Some experts believe it Is possible and advisable to devise
tests so good that they would do the necessary screening job themselves.
Dr. George P. Vennart, Chairman of the Board of Registry of Medical Technologists,
has stated that the Board's registration examination will not be truly effective
until it is such a good measure of knowledge, techniques and attitudes that it
can be opened to everyone, Irrespective of the route he traveled to gain the
reqglsite knowledge, techniques and attitudes, or of the time Involved In doing
so.

Other EgulvalencX Tests

As noted above, several equivalency tests are designed to waive academic
credit, not to grant It, and thus to qualify an Individual for promotion or
certification.

I. See detailed description beginning on page 1.
2. See detailed description beginning on page 31.
3. See detailed description beginning on page 6.
I. For Dr. Vennart's statement, see page 3 of this report.
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The CLEP General Examinations are used In this way by a number of state
agencies. In one state, bar examiners require the examinations of all applicants
for the bar exam who do not have college degrees. The library certification
board In another state uses the examination to enable a candidate for certi-
fication to demonstrate knowledge which Is equivalent to two years of college.
At least one major company has used the examinations similarly for promotion
purposes.

The U.S. Public Health Service has sponsored an examination for certain
directors of Independent laboratories, the successful completion of which would
qualify their laboratories to participate In the Medicare program, despite their
lack of the required education and experience qualifications. Laboratory
directors without a bachelor's degree In a laboratory science plus at least six
years of pertinent laboratory experience can demonstrate through this test that
they possess adequate knowledge and skills to perform the job. These directors
must pass the general portion of this multiple-choice examination, and those of
the five specialty portions for which they want their laboratories to qualify.
The proficiency examination was developed by the Professional Examination Service
of the American Public Health Association, and has been given since 1967 to 474
non-degree directors, 394 of whom have passed nd thereby qualified their labora-
tories to participate In the Medicare program.

A proficiency test with a similar purpose Is now being developed for the
U.S. Public Health Service to evaluate the knowledge and skills of state-licensed
physical therapists who do not have full professional training but who wish to
qualify for full participation In the Medicare program. The examinatIgn is being
constructed by Cybern Education Inc. for administration early In 1970.

Proficiency Testing

As noted above, proficiency testing attempts to measure the knowledge end
skills necessary to perform a certain task. Virtually every testing method can
be and Is employed for proficiency testing In the health fields.

Multiple-choice written examinations are most often used to test know-
ledge, although there are or have been several essay or short-answr written
examinations.

Performance tests, which measure skills and the ability to apply know-
ledge to the Job, have traditionally consisted of a 'Work sample" done under
the eye of a trained observer. Only a few of these are currently In use. But
new techniques are enabling testing agencies to simulate situations In which the
candidate can demonstrate his "performance" on paper without actually doing the
job.

I. See detailed description on page 8,
2. See detailed description on page 41.-
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Written Examinations

The large majority of examinations described in this report are written
examinations, with several hundred multiple-choice questions, measuring mostly
recall of information. The content may be theoretical, such as might be
Included In an educational program, or It may be completely job-oriented without
regard to formal courses. The sponsoring organizations generally assert that a
major aim is to test thought processes beyond mere recall of Isolated facts.
Probably fewer of these tests than their sponsors claim actually test these
thought processes.

In their 1968 study for the World Health Organization on the worldwide
use of examinations in medical education, Josef Charvat, Christine Maguire and
Victor Parsons Identified the overemphasis on recall of isolated fragments of
information as a major fault of testing in the medical field. They noted that
efforts are underway to make examinations include more interpretive items.

In this regard, the plans of the Board of Registry of Medical Technolo-
gists for development of its future examinations for registered medical tech-
nologists are among the most forward-looking. The Board's goal is to produce an
examination in which 2 of the questions will test the recognition or recall of
Isolated information 0e7g., 'What is X?"), a will test the simple interpreta-
tion of limited date (e.g., "How do you Interpret X? What does it Imply? Know-
ing X to be true, what would you expect to be true about Y?"), and L0O-wlll test
the evaluation and the application of knowledge to the solution of a specific
problem.

Performance Testing

While there Is concern in many testing agencies about the need to
evaluate performance, there is no agreement on whether any of the ways of
performance testing are reliable or valid, whether they can be made sufficiently
objective, whether they actually test anything not Included in paper-and-pencil
examinations, and thus whether they are worth the cost they entail.

Some specialists In testing believe that those who know wa to do, an
do it. They say performance tests correlate so well with written tests that
performanke testing adds nothing to evaluation of a candidate. Others believe
it Is both possible and useful to devise testswhich measure an individual's
ability to perform In an actual job-situation, Exaples of these contrasting
views follow.

A traditional so-called "practical" performance test was originally part
of the Registry Examination of the Board of Registry of Medical Technologists,
but was dropped when analysis of the results showed the practical portion was
not screening out anyone who passed the written test.

1. See Bibliography, item number 25.



3048

The only practical examinations including work samples in the medical
laboratory field today appear to be state civil service examinations in Illinois
and California and a series of licensure examinations in New York City.

In Illinois, candidates for Laboratory Technician ratings must demon-
strate their ability to perform specific laboratory tasks and their knowledge
of equipment and techniques In twenty minutes before an interviewing board.
The board asks questions about procedures and equipment, and requires perform-
ance of a simple procedure such as a blood count. It rates candidates on
personal qualities, Job knowledge, practical application, and an over-all
assessment of ability. The State Department of Personnel developed the practi-
cal test to identify those .ho do not understand laboratory procedures even
though they may be able to answer written questions. ?f those who pass the
written test, more than 15 fail the performance test.

The California State Personnel Board has designed a new performance test
in the laboratory field for a different purpose -- to meet the needs of persons
who have trouble with the content of written tests for entry level positions.
The new test for Laboratory Assistant I, which takes the place of the written
examination, calls for the candidate to identify laboratory equipment, to read
charts regarding the decontamination of equipment, and to segregate laboratory
items so as to show which are usable and how they must be sterilized.

New York City's Bureau of Laboratories in the Department of Health gives
practical examinations supplementing its written tests for certification of
laboratory personnel -- from laboratory directors on down -- who do not have
the required education and experience. Laboratory directors are examined by
three competent specialists for one-half day, with no pre-determined pattern.
Examiners aim generally at answering the question: 'Vould you leave this
candidate in charge of your own laboratory?" Laboratory supervisors are tested
for two hours by two examiners; technologists and technicians are tested for one
hour by one examiner each. Eacb candidate on these lower levels is given one
structured problem to work out.'

Some of the problems besetting practical examinations In the laboratory
field were Illustrated by the work sample Intended to form part of a battery of
tests administered to medical technicians at Veterans Administration hospitals.
The Educational Testing Service administered these tests in connection with its
joint study with the Civil Service Commission of test and job performance of
Negroes and whites. The one-hour work sample suffered from space limitations
and from lack of appropriate and uniform equipment. Although this work sample
produced no usable results, experts at Educational Testing Service believe it
suggested another set of more productive (and more costly) procedures, including
the use of uniform, high quality equipment, and the presence of professional
medical laboratory observers."

A 1959 study of various means of selecting dentists for Regular Corps
commissions In the U.S. Public Health Service reported high correlations
between practical and written examinations, and suggested therefore that other
methods may be fairly satlsfac ory substitutes in situations where practical
examinations are not feasible.)

1. See detailed description beginning on page 15.
2. See detailed description beginning on page 16.
3. See detailed description beginning on page 13.
4. See detailed description beginning on page 18.
5. See detailed description on page 39.
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At that first meeting, the Committee agreed on the scope of the project and the
procedures for carrying it out. At Its second meeting on April 29, 1971, the
Committee reviewed the progress of the'project and developed guidelines for admin-
Istering and publicizing the examinations and promoting their use.

II. TEST CONSTRUCTION

A. Educational Testing Service

A subcontract was arranged with Educational Testing Service of Princeton, New Jersey,
for the actual test development. ETS has a background In test construction that Is
well known and respected. Its tests are in use throughout the United States and
,abroad.

Experience to date confirms the wisdom of this choice. An excellent working re-
lationship has been established with ETS and we are impressed with its test-making
procedures and its readiness to make changes in those procedures to fit our require-
ments.

The subcontract went through a number of revisions to ensure complete agreement on
what was expected, and therefore was not actually signed until January 5, 1971. In
the Interim, ETS expended considerable funds and effort on the project. Detailed
cost figures have revealed that the agreed-on fixed fee of $155,800 will not cover
all expected expenses; however, ETS is willing to put venture capital into this
project, recognizing it as valuable experience in a new field of test-making.

B. Examining Committees

in accordance with suggestions made at the Advisory Committee meeting, NCCML selected
Examining Committees in clinical chemistry, microbiology, hematology, and blood
banking. In order to complete the project within the time limits Imposed by the
contract, It was necessary to hold the first two-day work sessions of these com-
mittees in Princeton, New Jersey, during the last two weeks in August, and nearly
all. the specialists selected for Examining Committees arranged or rearranged their
schedules to be on hand. We are fortunate to have the valuable contributions of
seventeen selected experts In the clinical laboratory field Including pathologists,
Ph.D. scientists, medical technologists, and outstanding technician-level personnel
from both civilian and military laboratories.

Chairmen of the Examining Committees are: Clinical Chemistry, Martin Rubin, Ph.D.,
of Georgetown University Hospital; MicrobioloSv, Gerald Needham, Ph.D., of the
Mayo Foundation; Hematoloqy, Robert Langdell, M.D., of the University of North
Carolina; and Blood Bankinq,,Lt. Col. Frank R. Camp, MSC, of the U.S. Army Medical
Research Laboratory at Fort Knox.
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C. Timina

Careful review of the timetable Indicatee we would Indeed have two final forms
of each of the four examinations by tOe scheduled contract completion date of
June 30, 1971. Since the normlng Information to accompany the examinations Is
to be based on the norming examinations to be administered In July, the analyzed
data will not be available until some time In September. Consequently, we sought
and received an extension of the original contract period to September 30, 1971,
the completion date of the ETS subcontract.

D. Test Content

A major assumption was made that properly-constituted Examining Committees could
come together In Princeton for two days and agree on the knowledge and skills,
weighted for Importance, to be expected of workers performing successfully In
each of the four areas of the clinical laboratory.

Both the National Advisory Committee and ETS have been pleased with the results.

The test specifications developed by the Examining Committees in August included
content outlines with Indications of weights deemed appropriate for content areas
and for knowledge, comprehension, application, and other abilities. These speci-
fications were circulated to the Advisory Committee, and then much more widely In
a Progress Report to more than 200 persons Interested in the project. Although
this type of approach had been disparaged as "armchair task analysis" by some who
advocate long-term observation, recording, and analysis of actual work processes
to obtain such Information, all reactions to the test specifications were favor-
able Including a commendation on progress from a particularly firm advocate of
on-the-job task analysis.

E. Type of ExamInatlon

The Advisory Committee endorsed the NCCML-ETS premise that the examinations could
be paper-and-pencil tests, simulating real conditions as much as possible. it
was felt that observation of actual performance In a laboratory would not only
Increase the cost and problems of administering the examinations, but would reduce
the objectivity of the results. Those for whom the examinations are being designed,
it was pointed out, will have been working In laboratories and this fact alone
presumes some practical competence.

F. job Level of Examinations

Each Examining Committee's specifications Include a statement defining the pro-
ficiency level to be measured. For example, the statement In the blood banking
test specifications says: "The proficiency level to be measured by the examina-
tion should be that of a Medical Laboratory Technician (MLT), who stands pro-
fessionally between the lowest level, that of a Certified Laboratory Assistant
(CLA), and the degree position of Medical Technologist, HT(ASCP). The test
should have enough range to locate people considerably above the average MLT."
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Since the aim Is to Identify a range of capabilities, we plan to administer the
examinations for norming purposes to working technicians and technologists and
publish two sets of normntive data.

G. Test Items

In addition to the seventeen Examining Committee members, other technical experts
were Invited to write test questions. About 95% of those solicited did agree to
write Items, and virtually all of them actually came through.

The four Examining Committees met again late in the fall for an Intensive review
of the questions--more than 400 In each field, and nearer 900 from the enthusiastic
Item writers in one area. Each committee revised-*4nd reiworded and reworked them to
produce the 250 questions in each field to be used for pretesting.

One clinical chemist estimated she had spent the equivalent of five eight-hour
working days at home on her Examining Committee duties--not counting the time she
spent in Princeton--and said it had been a stimulating experience.

H. Guidelines for Pretesting and Norming

NCCML assembled a small subcommittee in November to consider the logistics of
obtaining appropriate populations for pretesting and norming. It decided on the
desired qualifications of those who would participate in the pretesting and norming
phases of test development, as follows:

*900 participants would be needed for pretesting and 1200 for forming.

*Participants should understand the project and Its hoped-for .impact on
laboratory careers and should be motivated to do a good job. There are
no funds to pay honoraria, or even to provide lunch.

*Participants should have been working successfully in a clinical laboratory
for at least a year. This was spelled out as a general requirement, and
we will rely .on the judgment of the supervisor who volunteers the employee's
time, not on any documentation of the word "successfully."

*A random mix of specialists and generalists "can be expected to yield hoped-
for pretesting and norming results. Thus all participating generalists and
specialists would be examined in all four subject matter areas.

*Participants will be selected to reflect a geographical spread and various
types of facl.litles, e.g. (1) military hospital laboratories, (2) civilian
hospital laboratories, Including VA hospitals, PHS hospitals, and private
hospitals, and (3) -independent laboratories.

*For norming purposes, new participants will be chosen from the same sources
In two groups of 600 each with these additional specific requirements:

72-573 0 - 72 - pt. 6 -- 21
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Group I: Baccalaureate Level -- MT(ASCP) certified or with a baccalaureate
degree.

Group I1: Technician/Assistant Level -- CLA(ASCP) certified; or MLT(ASCP)
certified; or workers meeting Medicare technician standards (this
last includes those who have been technician trainees in acceptable
laboratories for two years, or those who have completed the one-
year laboratory course In one of the Armed Services).

Separate normative Information will be reported for the two groups, thus making
the examinations useful to candidates on different levels wishing to demonstrate
their capabilities. It has also been suggested that employers who supervise
large staffs may wish all employees to take the Proficiency Examinations later
on for the purpose of establishing local norms.

1. The Pretesting and Norminq Process

The pretesting completed in March located ambiguities and tested the discriminating
abilities of each question. ETS test experts are delighted with the results, saying
this Is the best pretest they have ever had In a biological science field. ETS will
use this analysis and the test specifications to choose questions for the two final
forms of each examination. The Examining Committees will review the examinations
before they are printed.

Military laboratory cooperation was easily obtained as a result of the approval and
assistance of the Armed Forces institute of Pathology and the Army Surgeon General's
Office. The Veterans Administration headquarters pathology service secured the
cooperation of laboratories in six VA hospitals. And three Public Health Service
hospitals were Involved.

Private hospital participation came from four state or metropolitan hospital
associations, through the American Hospital Association. Local pathology and
medical technology societies and hospital administrators helped to assemble workers
from small and large, urban and rural hospitals.

Fifty-five directors of Independent laboratories volunteered to cooperate as a
result of an NCCML mailing sent to all laboratories approved under Medicare to
publicize the Proficiency Examinations project and to solicit participation of
ten or more workers for pretesting and norming. Many others with staffs too small
to participate in pretesting and norming indicated their Interest in the project.

Ii. RELATION TO EQUIVALENCY EXAMINATIONS PROJECT

A. The Equivalency Examinations

From the beginning, the Proficiency Examinations project was planned to dovetail
with a related project--the development of Equivalency Examinations for academic
credit In the same four clinical laboratory fields.
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The Equivalency Examinations are also being prepared by Educational Testing Service,
under contract with the NIH Division of Allied Health Manpower. When completed In
September 1972, the four examinations will become part of the College-Level Examina-
tion Program (CLEP) of tSe College Entrance Examination Board. CLEP general
college examinations ara now accepted for credit by more than 600 colleges and
universities. NCCML staff members were Instrumental in Initiating this contract
and continue to be involved in an unofficial supportive role. Our Manpower
Administration contract includes an agreement to promote both sets of examinations.

B. Coordination

Two members of the Advisory Committee for the Proficiency Examinations project are
also on the Advisory Committee for the Equivalency Examinations project. (One of
them is chairman of the latter.) The NIH project officer and another member of
the Equivalency Advisory Committee are resource persons for the Proficiency project.
And the science staff members at ETS are actually developing both sets of examina-
tions. There Is, however, no overlapping omong the Examining Committees, by design.

The fact that ETS would do test construction for both projects is viewed as a
valuable saving in time, money, and staff. Originally It was thought the savings
would occur as the Proficiency project learned from the Equivalency project. The
fact Is that the Proficiency project got off to a much faster start and has broken
some of the trails for the Equivalency project.

C. Definition and Differences

There has been some confusion over the existence of both projects, largely because
the words "Equivalency" and "Proficiency" have been used interchangeably In the
past although they do not mean the same thing. NCCML has made &n extensive effort
to publicize both the Equivalency and Proficiency Examinations projects, and to
clarify the differences between them, according to the following definitions approved
by both advisory committees:

Prof iciency Examinations are designed for job placement and are used to
measure an Individual's competencies to perform certain tasks at certain
levels. Such tests enable employers to place workers at appropriate job
levels on the basis of their.knowledge and skills rather than their paper
credentials. (Proficiency examinations for personnel should not be confused
with the proficiency testing of laboratories, In which blind samples are
used to check the accuracy or proficiency of a laboratory as a whole.)

Equivalency Examinations are designed for academic dredlt and are used to
equate non-formal learning with learning achieved in academic courses or
structural classroom work. Such examinations enable colleges to grant
academic credit for off-campus learning.

As the only professional organization In the laboratory field specifically committed
to publicizing both projects and explaining their different functions, NCCML has
tried where possible to mention both projects at the same time. And the existence
of both projects has, on balance, made it easier to explain the very different
specific purposes of each one--both leading to the general mutual purpose of pro-
viding appropriate recognition and upward mobility for military laboratory special-
Ists in particular, and laboratory workers In general.
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In addition to their specific differences in purpose, these two practical
differences between the projects are Important:

*The Equivalency Examination specifications begin with a course.outline;
Proficiency Examination specifications begin with a list of on-the-job
tasks. The examination questions are written accordingly.

*The Equivalency Examinations will e normed on students finishing the
appropriate college-affil lasted cou s; the Proficiency Examinations
will be normed on people who have been working in laboratories.

ETS test development experts report that the two examinations are actually turning
out to be as different as are their aims and procedures.

IV. ADMINISTRATION

A. General Background

In November, NCCML assembled a Subcommittee on Utilization of the Examinations
to give Initial thought both to administration of the examinations and to the
various ways the examination results might be used to benefit laboratory workers
and the laboratory field.

The Subcommittee recommended that we try one or more methods of administering
the-examinations, with the thought that experience will prove what modifications
should be made In the system. Some of the agencies suggested as poss!'le admin-
istrators of the examinations were: state health departments, state personnel
departments, certifying bodies, federal civil service, military testing officers,
and the Educational Testing Service. Test security considerations preclude the
administration of the tests by employers.

It seems desirable to offer the Proficiency Examinations as widely and as often
as practical, while maintaining necessary test security.

B. Administration Possibilities

ETS has submitted at our request a proposal for administering the examinations
twice a year at 50-100 Iocatinns. Under the proposed plan, ETS would provide the
following services:

1. Develop and print Bulletin of Information.

2. Set up centers, secure supervisors, and pay honoraria.

3. Print and mall test booklets and answer sheets.

4. Receive applications and produce and mail tickets of admission.
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5. machine score answer sheets; produce and mail score reports.

6. Develop and print supervisors manuals.

7. Provide item and test analysis and form equating.

The Deputy Assistant Secretary for Education of the Department of Defense has
said the Department "would be pleased to cooperate with ETS In proctoring these
examinations at base education centers when test centers are not readily access-
Ible to members-of- the Armed Forces."

The National Advisory Committee at Its April 29 meeting voted to designate the
Educational Testing Service as the initial administrative agency for the Pro-
ficiency Examinations, supplemented by the Department of Defense. Arrangements,
would be subject to review by both ETS and the Advisory Committee. A small group
will be appointed to consider specific details, according to these guidelln6s:

1. No eligibility requirements will be established.

2. A candidate may take one or more of the four Proficiency Examinations.

3. The candidate should have the option of designating where his test scores
are to be sent (to himself, his employer, an agency, etc.) Scores on
the four examinations should be reported separately, so that the examiner
can designate which score(s) are to be reported.

4. The candidate should pay to take the examinations. It may be that an
employer or agency would reimburse this expense to the Individual, or
in the pilot phase, It may be possible to offer the examinations at no
charge.

5. Candidates should be allied to retake any examination at least once,
using the other form,and possibly additional times at appropriate
Intervals.

6. Subscores should be reported, If they can be based on sufficient numbers
"-,,-f items..-

7. Test security must be maintained.

V. PROMOTIONAL EFFORTS

A. Articles and Hallincs

Our major publicity efforts to date have been In the form of articles In publhra-
tions In the laboratory field and by direct mall to laboratory directors.
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Our own newsletter, GIST, carried a detailed-story on the project to a mailing
list of 13,000. Articles have also appeared In Laboratory MedLx le (circulation
55,000), an official publication of the American Society of Clinical Pathologists;
Lab World and Medical Laboratory Observer, both Independent journals; ASH News
of the American Society for Microbiology; the Comprehensive Health Services Career
Development Technical Assistant Bulletin of the National Institute for New Careers;
and In the initial newsletter of the MEDIHC program, a DOD-HEW-sponsored effort to
counsel medical corpsmen into civilian health careers. (See pagel2). An article
will appear soon In the journal of the American Association of Clinical Chemists.

Our bi-monthly Progress Reports on the Proficiency Examinations project go to a
mailing list of more than 200 Interested persons.

Information on the project and a request for help in pretesting and norming were
sent to the directors of 2800 Independent laboratories approved for Medicare. A
similar letter to laboratory directors of 5500 hospitals approved for Medicare has
recently been mailed, with a copy of the GIST Issue featuring the Proficiency
Examinations story.

We are building a mailing list for a future publicity release, Including nearly
200 Individuals who have requested the summary of our 1970 report on "Equivalency
and Proficiency Testing Related to the Medical Laboratory Field."

B. Professional Meetings

The Co-Chairman of our Advisory Committee discussed the project and distributed
copies of the appropriate GIST at the meeting of the Association of Schools of
Allied Health Professions In Chicago in November.

Our Executive Secretary brought word of the project to the March meeting of the
National Health Council, at which occupational barriers to effective use of health
manpower were discussed.

We are currently helping to shape a session on Proficiency and Equivalency Examina-
tions for the October 1971 annual meeting of the American Society of Clinical
Pathologists and the College of American Pathologists.

C. Official Endorsements

Official endorsements of the Proficiency Examinations have already come from three
professional societies representing the great majority of employers of laboratory
personnel.

The Board of Directors of the American Society of Clinical Pathologists at Its late
February meeting passed the following resolution:
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The Board of Directors of the American Society of Clinical
Pathologists endorses the development of proficiency examina-
tions for clinical laboratory personnel. Pathologists look
forward to the possibility of objective evaluation of the job
qualifications of military laboratory specialists and others
who lack degrees or certification, with a view to placing these
workers in laboratory jobs at appropriate levels.

In a similar move, the House of Delegates and Board of Governors of the College
of American Pathologists accepted the NCCML report on the project, adding:

We encourage the College to promote programs which provide con-
tinuing education, periodic evaluation, and mechanisms for
advancement of laboratory personnel.

Most recently, the Board of Governors of the American Academy of Microbiology
adopted the following resolution:

The Board of Governors of the American Academy of Microbiology
endorses the development of proficiency examinations for clini-
cal laboratory personnel. The concept of objective evaluation
of job qualifications and performance for individuals lacking
formal degrees or certification with the view of placement In
laboratory jobs, at appropriate levels, Is encouraged and
supported.

Efforts are currently underway to have similar resolutions presented at meetings
of other laboratory employers. Such official endorsements should encourage both
employers and agencies to make use of the examination results.

D. Military/;Ivllian Careers Brochure

A brochure has been prepared outlining a broad spectrum of career opportunities
for laboratory workers both in and out of the Armed Forces. The brochure shows -
parallel career ladders In the military and In civilian clinical laboratories;
It also shows opportunities In the laboratory for those with one year of post-
high school training, two years of college, four years of college, and post-
baccalaureate education. It encourages upward movement on these ladders, all
the way to the top. The brochure was paid for by the Board of Registry of
Medical Technologists of the American Society of Clinical Pathologists, and was
prepared in cooperation with the American Association of Blood Banks, the National
Registry in Clinical Chemistry, and the National Registry of Microbiologists.

One section of the brochure describes the forthcoming Proficiency and Equivalency
Examinations and points out their usefulness to military laboratory specialists
wishing to transfer their training and experience to appropriate levels in civilian
laboratory jobs. It suggests that Interested persons write to NCCML for more
Information.
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This brochure will be distributed to those working in laboratories as well as to
those in laboratory training programs In all three services. Transition officers
will make It available to corpsmen nearing the end of their military service. It
will also go to veterans or soon-to-be veterans through the MEDIHC system (see
below).

E. Work with MEDIHC

NCCML has helped to set up a network of special resource people who can be helpful
In distributing information on the Proficiency and Equivalency Examinations In a
personal way to members of the military. This network consists of 50 pathologists
appointed by the American Society of Clinical Pathologists to help with Operation
MEDINC.

The MEDIHC program (Military Experience Directed Into Health Careers) Is a Joint
effort of the Department of Defense and the Department of-Health, Education, and
Welfare to identify medical corpsmen before their separation from the services
and to counsel them Into civilian health careers. NCCML has worked with the
national offices of MEDIHC since the project began late In 1969. In 1970, the
American Society of Clinical Pathologists designated NCCML to staff pathologists,
efforts to assist the MEDIHC program. ASCP has appointed a national coordinator,
John B. Fuller, M.D., and a pathologist in each of the states to assist the HEW-
designated state MEDIHC agency In counseling military laboratory specialists into
jobs and/or further training in the civilian laboratory field.

Periodic memoranda from the ASCP MEDIKC: coordinator and the NCCML staff provide
these 50 pathologists with current Information and an exchange of Ideas on how
best to encourage veterans to continue their laboratory careers. Some of these
pathologists met for a session on MEDIHC at the Las Vegas ASCP-CAP meeting In
February. Another MEDIC-session is scheduled for the annual pathology meetings
In October.

Vi. INITIAL UTILIZATION EFFORTS

The Proficiency Examinations project is producing a tool that can remove the
barriers to appropriate employment of laboratory workers, if it Is used. NCCML
can and must publicize the existence and potential of that tool but it will be
up to employers and agencies to actually put the tool to work.

While neither NCCML nor the Department-of Labor will be able to control the ways
In which the examination results are used, NCCML has a responsibility to Identify
the needs, anticipate the possibilities, and conduct an education program to make
them known.

We have used the assistance of two groups In an effort to foresee possible uses
of the Proficiency Examinations.
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The first Is the Subcommittee on Utilization of the Proficiency Examinations
mentioned earlier in this report.

The second is the Career Ladders Subcommittee of an interdisciplinary Task Force
for Manpower in the Medical Laboratory, formed In September of 1970 to re-examine
recommendations made at a 1967 NCCT-sponsored national conference on Manpower
for the Medical Laboratory, to further define objectives, establish priorities,
and develop action programs. The Career Ladders Subcommittee was charged with
identifying barriers to employment and upward mobility of laboratory workers, and
suggesting action to remove those barriers, its report Is due In May. Ideas
which have evolved from the discussions of both of these groups have been
Incorporated in the recommendations which follow.

VII. DIRECTIONS FOR IMPLEMENTATION

Following construction of the Proficiency Examinations, the availability of this
new tool should be exploited in the best .interests of laboratory workers and
employers. The next steps Involve administering the examinations, promoting
their availability with potential candidates, and developing aceptance and use
of the results by employers and agencies. It would also be advisable to experi-
ment with use of the examinations before and after refresher training.

A further alm should be to provide information on this project to those concerned
with other health occupations. At the same time, a coordinated effort should be
made to promote use and acceptance of the Equivalency Examinations.

We therefore recommend the following directions for implementing the project:

A. Administration

Decisions of our-National Advisory Committee on a plan for initial administration
of the Proficiency Examinations are detailed in section IV of this report. We
hope to be able to negotiate with Educational Testing Service to administer the
examinations for one year, with supplementary administration by the Department of
Defense, It Is recognized by all concerned that the administrative setup should
be reviewed and changes made on the basis of experience with It. It may be
possible and advisable to add other administering agencies, for example.

The subcontract with ETS hinges on the funding of the administration process.
While ETS has been willing to Invest some of their own capital in test development
for this project, they are unwilling to risk a loss on test administration.- Thus
a means should be found to guarantee the cost of administering the examinations
In the first year.

With the understanding that candidates should pay to take the examinations,
experience with the first year's administration should be reviewed In the hope of
devising a viable self-supporting administration system for the future. If It Is
not possible to support the administration of the examinations through fees, help
shoulI be sought from agencies Interested in the success of the program.
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B. Publicity to Potential Candidates

Military laboratory specialists are easier to reach with Information about the
Proficiency Examinations than are civilian workers. The distribution of the
military/civilian careers brochure throughout the services Is a first step. When
the examinations are ready for administration, specific information on where to
apply for and take the examinations should be similarly distributed. An updated
version of the brochure should be produced when both Equivalency and Proficiency
Examinations are being offered in the fall of 1972.

A briefing meeting on the availability and usefulness of the examinations should
be held for Army, Navy, and Air Force laboratory training personnel, as well as
those Involved with Transition and MEDIHC.

The Subcommittee on Utilization strongly recommended providing career Information
for military laboratory specialists long before the final months of their mili-
tary service, when they are bombarded with competing material. Besides, It is too
late to do much planning ahead, when they are concentrating on getting out. Thus
we are gratified that the Army and Air Force laboratory systems will distribute
the careers brochure to all their laboratories.

In addition, there is the possibility of including a session on laboratory careers
In each of the training courses in the three services, with emphasis on the career
ladder and the opportunity for upward as well as lateral mobility in both military
and civilian laboratories. Corpsmen should be encouraged to get the necessary
academic credit as well as the training Involved. This will be easier to do with
the advent of the Equjivalency Examinations.

Publicity through other media should be sought, as well, including articles in
the service publications, a video tape being developed by the MEDIHC program
for use In Army training courses, announcements for bulletin boards, and others.

Another NCCML effort, not directly related to the Proficiency Examinations project
but having a similar purpose, Is to encourage the military to provide each medical
corpsman with a documented record of his training and experience. The Nathan
report has also Identified this as a needed step for assisting military-to-civilian
transition.

To reach civilian laboratory workers with the Proficiency Examinations message,
articles and announcements should be placed in hospital and laboratory publications.
Mailings to directors of Independent and hospital laboratories should reach lower-
level personnel who could benefit from the examinations.

C. Promoting Acceptance by Employers and Agencies

1. Employers

Endorsement by the professional societies is but a beginning for a program to
encourage laboratory directors to use Proficiency Examination results for the
appropriate placement of laboratory personnel. Further publicity on the
purposes of the examinations, and particularly on the meaning of the normative
data, will be helpful. Articles in publications and presentations at meetings
are the major ways of bringing the facts to this group, which Includes hospital
administrators as well as pathologists, clinical chemists, and microbiologists.
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The Certifying Board of the American Deotal Assistants Association
has recently dropped the observed work sample which formerly was a major part
of its examination. The major reason for the change was that virtually everyone
who passed the written examination also passed the performance examination. The
latter had required the services of some 1,200 examiners, and the Certifying
Board concluded the money and manpower expended were not worth the results. The
new written test Incorporates most of the former practical problems through the
use of photographs and other means. Several practical problems are still
Included in the test, but each of these has a product, such as developed and
mounted XraTs, which the candidate sends to the Board's headquarters for
evaluation.

host of the agencies and organizations interviewed for this present
study "have no plans" for performance tests. One that does Is the New York
College Proficiency Examination Program, which is developing guidelines for a
practical examination in medical surgical nursing to supplement its written
test. The perrumanca portion of the examination will be made available to
Individual colleges of nursing to administer themselves.

New developments in testing Indicate that it is possible to devise per-
formance tests which do not call for actually doing the job. One alternative
requires Identification and comparison of pictured or oral phenomena, in which
answers fit Into a multiple-choice format. The practical portions of the
Anerican Board of Pathology examinations, foSI example, make use of slides,
photographs and fixed specimens in this way. The National Board of Medical
Examiners u es movies and photographs in its "Part I11" evaluation of clinical
competence.- The California licensing examination for laboratory directors
who are bloanalysts, includes a three-hour practical examination consisting of
slides to identify.

4

Simulation of practical problems In a pencil-and-paper format is a
development In performance testing which is attracting increasing attention,
The Orthopaedic Training Study and the National Board of Medical Examiners6

have developed "programm.ed testing" In which a candidate follows through on
paper with a clinical diagnosis and treatment situation in which the way he
answers each question determines the information he will have available to
answer the following questions. This type of testing is sometimes called a
"tab test" because the candidate pulls off a tab or erases a special coating
under which he finds the Information he thinks necessary for the diagnosis.
Such programmed testing b ars further study for its possible uses in the
medical laboratory field.1

1. See detailed description on page 4.0.
2. See detailed description beginning on page 6.
3. See detailed description beginning on page 31.
4. See detailed description on page 11.
5. See detailed description beginning on page 35.
6. See detailed description beginning on page 31. Note also that the Part III

examination of the National Board has correlated between 0.30 and 0.65 with
the other two parts, which are written, indicating Part III is Indeed
measuring something-the other parts do not.

7. For a sample of a suggested programmed test In the medical laboratory field,
see page 23 and Appendix 5 on page 78.
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Another procedure which my be adapted usefully for the testing of
individual performance Is proficiencyy testing" for quality control, designed
to test the performance of a specific laboratory as a whole.' Such programs
have been available to laboratories for years, through the College of American
Pathologists and the American Association of Bloanalysts, and through individual
states. They have recently become mandatory for laboratories under Medicare
provisions and Federal Interstate licensing regulations administered by the
National Connunicable Disease Center.

"Proficiency testing" programs of this kind Involve the mailing of
samples, which the laboratory is to process in its regular manner along with
the day's regular work. The laboratory's report of its findings is compared
with results obtained by several selected reference laboratories and with
results from other participating laboratories. Comprehensive reports are
provided for all participants. Errors In results can aid laboratory directors
In the correction of weaknesses in laboratory performance.

The Clinical Laboratories Improvement Act of 1967 requires laboratories
which engage In Interstate commerce to undergo such "proficiency testing."
Such laboratories must be licensed through the National Communicable Disease
Center (COC), unless they are accredited by the College of American Pathologists
and take part in the College's comprehensive "proficiency testing" program.
CDC licensing requires laboratories to participate in CDC's own "proficiency
testing" service.

The CDC program servw. js a standard against which the states can
measure their own "lproficlenc .sting" programs. An incentive to improvement
of such state services is that they may be substituted for the CDC "proficiency
testing" program when CDC deems them to be sufficiently stringent. To date
only the programs of Wisconsin and New York (excluding New York City) have
been so Judged.

Questioned for this study, the directors of the major "proficiency test-
ing" programs agreed that this sort of procedure could readily be used for
testing Individuals, rather than entire laboratories. This is the stated aim
of the newly-established Educational Pirformance Proficiency Program sponsored
by the American Medical Technologists.L

Problems of Transferrin@ Laboratory Experience

a A maze of different systems confronts the Individual attempting to plan
a career In the health field, and specifically In the medical laboratory.
The only unhampered route to a career as a medical technologist begins with
college and leads through clinical training in an AMA-approved school of
medical technology to a baccalaureate degree. Any delay or deviation from
that route is severely discouraged by the- confusing array of systems.

I. See detailed description beginning on page 9.
2. See detailed description on page 22.
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There is very little relationship between the educational system and
the world of the working laboratory. it Is usually not possible for a labo-
ratory worker to gain academic credit for his experience, or for the learning
he may have obtained In ways other than through formal academic courses.
There Is no accepted articulation between the newly-established associate
degree medical laboratory technician level of training and the baccalaureate
medical technologist course of study.

The military and civilian and governmental laboratory systems are so
constituted that It is difficult to transfer experience from one to the other.
Military-trained laboratory workers cannot get recognition in the civilian
laboratory field commensurate with their military training and responsibili-
ties. There Is current Interest in various manpower units of Federal agences
regarding the employment of military-trained medical personnel In the civilian
health sector. However, military laboratory specialists cannot transfer even
Into equivalent government positions because U.S. Civil Service regulations
require formal educational background.

No procedures exist In either Federal or state civil service systems
for laboratory workers to proceed from the technician level to the professional
technologist level without formal academic study. The Medicare program and
the interstete laboratory licensing program administered by the National
Communicable Disease Center both now require participating laboratories to
submit to tests of over-all laboratory proficiency for quality control pur-
poses; yet both programs have personnel qualification requirements as well.
And these requirements do not allow for learning outside formal academic
programs.

Professional certification through the Registry of Medical Technologists
provides some measure of uniformity in the field, as do model state licens-
ing systems. Yet both require only formal education end provide no real
alternatives to the "accepted" route for becoming a medical technologist.

The Need for Equlvalency Examinations

A major Impediment In transferring experience from working situations
to the educational system, or from military to civil service to private
laboratory systems, Is that no means now exists to measure a laboratory work-
er's knowledge and skills as related to the job or as related to academic
requirements. Proficiency testing, on the one hand, and equivalency testing,
on the other, could help to provide the necessary bridges between these
systems.

The encouraging trend noted in speeches, articles, correspondence and
conversations Is that many individuals and organizations representing the
health professions are concerned about evaluating the capabilities of people
working In the health fields, and particularly In laboratories, and are con-
sidering new ways of giving those workers recognition for what they have
learned. There Is a growing acceptance of knowledge gained outside the class-
room and of the possibility of measuring that knowledge.

Meanwhile, testing agencies and experts have developed more sophisticated
examination techniques for evaluating the whole spectrum of learning, includ-
Ing not only recall of isolated facts but also the ability to use these facts
and to understand relationships. New simulation methods, including paper and
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pencil tests, have been devised for testing performance abilities. Methods of
job analysis are being employed -- particularly the critical incident technique --
to define the knowledge and skills which are necessary for each job. With this
Information, test preparation can be aimed specifically at the job under con-
sideration. Tests in the health fields, as in most fields, are subject to con-
tinuous re-examination to assure that they measure what they are Intended to
measure.

The findings of this study point both to the need for equivalency
testing in the medical laboratory field and to possible ways of meeting that need.
A battery of examinations could and should be developed to evaluate the knowledge
and skills of laboratory workers.

Efforts to achieve career mobility in the medical laboratory field
should proceed concurrently in these three directions:

" Identification of skills and knowledge which are needed currently
As well as needs in the future to perform the various tasks In the
medical laboratory;

* Redefinition of educational programs to prepare workers specifically
to perform these tasks; and

" Development of tests which measure on-the-job proficiency and can
thus be used for equivalency purposes to grant academic credit,
and/or recognition of competence.

To delay the third for completion of the other two might be logical,
but would In fact be tantamount to doing nothing about equivalency, since both
task analysis and educational change are long-term undertakings. The need for
equivalency examinations is Immediate.

The examinations thus should be constructed within a flexible frame-
work that would permit modifications as task analysis provides agreement on what
is required of medical laboratory personnel, and as educational programs continue
to change in order to train personnel for the tasks to be done.
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II. A BRIEF HISTORY OF EQUIVALENCY TESTING *
By Sarah Allene Wise, Hi(ASCP)

Histortcally the development of equivalency examinations was a result of tht

Identification of two purposes for which they were given. These purposes, to
award academic credit and determine partial fulfillment of Job requirements,
required the development of two corresponding types of tests. These purposes are

not mutually exclusive as could be assumed by such an arbitrary division; there is
a point at which Job mobility may, and often does, depend on acquired academic
credit. Historically, these two types of tests have developed somewhat concurrent-

ly; but presently the trend is to provide a single instrument which can serve both

purposes.

Hi story

Early in its development, equivalency testing focused on the superior high
school student who desired credit or advanced placement. The result of a number
of schools attempting to meet this need was the availability of a variety of such
examinations, many of which are currently used for this same purpose. These
examinations are known by various titles: the anticipatory-examination; the
exemption examcination; proficiency examinations and advanced placement examinations.

By the end of World War ii, the literature Indicates that many schools had
become Interested In developing methods for evaluating various learning exper-
fences which had not been acquired in an academic classroom setting. In 1945 the
Commission on Accreditation of Service Experience was established by the American

Council on Education to review the educational programs of the Armed Services and

make recommendations for credit for such experiences. At about the some time, the

General Education Development Tests of the United States Air Forces Institute were
constructed to allow credit to servicemen for a variety of educational &chieve-
ments obtained in the military service. By the successful completion of these
equivalency examinations, a serviceman (and later non-service persons) could earn
a high school equivalency certificate.

Paralleling the development of equivalency tests for academic credit was the
development of tests designed-to ascertain a candidate's qualifications for meetings
the requirements for a job. The equivalency examination, as used in Job mobility,
has been recognized for many years by industry, government agencies and organiza-
tions as a means of evaluating an employee's qualifications for moving to a-better
paying job or a new position with new responsibilities. Originally this mobility
was dependent upon work experience alone, but with the Increased availability of
facilities for higher education, the various levels of employment frequently
became geared to the acquisition of academic credit or its equivalent. Many
forces -- educational, economic and individual -- acting at the same time brought
Into focus the importance of the acquisition of academic credit or Its equivalent
to meet this additional Job requirement.

Several educational Institutions have prepared tests whereby an individual's
experience can be evaluated and possibly equated to the first and second year of
college. in 1960, the New York College Proficiency Examination Program was
developed which provided a measure of the learning equivalent to the first and
second year of college and, in addition, provided a measure to be used in the

Quoted by permission of the author from an unpublished master's thesis entitled

"A Method for the Preparation of a Challenge Examination In Medical Technology,"
University of Vermont, 1969.
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partial fulfillment of the requirements for teacher certification. Thus, one
instrument was developed which could be used for the dual purpose of evaluation
for credit and/or job requirement. This examination was for use In a limited
geographical area. On a national scale, the College Level Examination Program
was prepared by the College Entrance Examination Board. The program began in
1965 and was expanded later to provide an equivalency instrument which can serve
either of the purposes of equivalency. As Indicated In Its literature, the
College Entrance Examination Program provides test results which can be used by
universities or colleges to provide credit, or by some organizations, licensing
bodies "and agencies other then colleges and universities" as a fulfillment of
some requirements.

Within the past few years, various groups and organizations have been
Interested In the development of methods for evaluating the learning acquired
fro, off-campus experiences. Much of this emphasis has been a result of pressure,
directly or indirectly, from the findings and observations of various programs
and studies by the United States Department of Health, Education, and Welfare and
the Department of Labor. Many of the studies have been concerned with the
development or cereor ladders, new careers, subprofesslonal employees, and/or
suggestions for a more flexible means of job mobility. The Ideas which were
reported In these studies have become closely associated with equivalency examina-
tions since, frequently, examinations provide the means of achieving mobility in
employment. These examinations, then, evaluate the acquisition of learning
associated not necessarily with specific academic experiences but with those of
possible equivalent value. Much of the current work In equivalency testing Is
directed toward such evaluation.

Many current university and college catalogues Indicate that equivalency
examinations are available to students who desire credit or advanced placement.
These are often prepared by the Institution Itself, however many use as equiva-
lency measures various tests from the College Level Examination Program.
Organizations and groups in a variety of occupational fields have employed the
College Level Examination Programs to determine partial fulfillment of their
qualification requirements. The need for equivalency examinations In the health
field has been stressed by many authors; but only recently has this become a
major concern for several organizations and professional representatives In the
health field.

Nursing educators have been Investigating and studying this problem for
several years. in 1967 a conference on manpower problems In the medical labora-
tory was held by representatives of various government agencies and of the
professions Interested in the medical laboratory field. As a result of Its
discussions, the coAference made several recommendations, one of.which was that
"efforts ... (should be made) ... to develop equivalency tests to provide
Increased mobility" in the medical laboratory field.
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The National Committee for Careers in the Medical Laboratory, sponsored
by the American Society of Clinical Pathologists and the College of
American Pathologists, was founded In 1953 as an intersoclety committee
to promote the recruitment of medical technologists. In this capacity,
the Committee is responsible for stimulating the recruitment of candi-
dates for employment In medical laboratories and facilitating their
training and retraining. The Committee has carried out an extensive
program of basic research studies, education surveys, films, recruit-
ment, and scholarship programs.

The Committee's work on career mobility In the laboratory field began
with a conference in October 1967 on "Manpower for the Medical Laboratory,"
bringing together persons from government and the professions to consider
problems of recruitment, education, and utilization of laboratory person-
nel. In March 1970, the Committee published "Equivalency and Proficiency
Testing Related to the Medical Laboratory Field."

This report was produced by the National Committee for Careers in the
Medical Laboratory under Contract #82-22-70-35 with the Manpower Admin-
istration, U.S. Department of Labor, under the authority of the Manpower
Development and Training Act. Organizations undertaking such projects
under Government sponsorship are encouraged to express their own judg-
ment freely. Therefore points of view or opinions stated in this document
do not necessarily represent the official position or policy of the Depart-
ment of Labor. Submitted to Seymour Brandwein, Associate Director, and
William Throckmorton, Project Officer, Office of Research and Development,
Manpower Administration.

o 1971 National Committee for Careers in the Medical Laboratory.
Reproduction in whole or In part permitted for any purpose of the United
States Government.
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SUMMARY

The National Committee for Careers in the Medical Laboratory Is developing
a battery of Proficiency Examinations In clinical chemistry, microbiology,
hematology, and blood banking. The alms of the project are: (I) to over-
come undue barriers to employment and promotion, and (2) to provide labora-
tory employees an opportunity for upward mobility on the career ladder.

The examinations will enable employers to obtain an objective evaluation of
the capabilities of both military-trained and civilian laboratory workers.

The Proficiency Examinations project has met with Interest and enthusiasm
not only in the laboratory field but as a prototype for other allied health
professions. Individual cooperation from specialists essential to the
success of test development has been readily achieved.

Test development, subcontracted to the Educational Testing Service of Princeton,
Now Jersey, Is proceeding on schedule. The examinations will be completed and
validated by Fall of. 1971.

This Interim report of Projress outlines the directions for next steps to
Implement the project and encourage utilization of the examinations:

1. Develop a procedure for administering the Proficiency
Examinations during the first year, and review It with
the aim of working out a self-supporting system for the
future.

2. ake the Proficiency Examinations known to potential
candidates, civilian and military, through a publicity
campaign Involving brochures, articles, mailIngs, and
meetings.

3. Promote acceptance of the Proficiency Examinations by
laboratory directors and specialists, hospital adminis-
trators, etc., through mailings and articles, and by
speeches, symposia, and exhibits at their annual meet-
Ings, encouraging them to use the examinations In
employing workers.

4. Investigate areas where artificial barriers to career
mobility exist, and seek ways to use the Proficlency
Examinations In removing those barriers. These areas
include licensure, Medicare regulations, state and
federal civil service requirements, and military person-
nel regulations.

5. Inform other health occupations associations and agencies
about the experiences of this project, to assist In the
development of proficiency examinations In other health
fields.
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PROFICIENCY EXAMINATIONS FOR CLINICAL LABORATORY PERSONNEL

Interim Report of Progress

June 30, 1970, to April 30, 1971

I. ORGANIZATION

A. The Project

The National Committee for Careers in the Medical Laboratory (formerly the
National Committee for Careers In Medical Technology) signed a year's contract
through the Office of Research and Development of the Manpower Administration,
U. S. Department of Labor, on June 30, 1970, to develop four Proficiency Examina-
tions In the fields of clinical chemistry, microbiology, hematology, and blood
banking.

B. Purposes

The Proficiency Examinations Project has two primary aims: (1) to overcome undue
barriers to employment and promotion, and (2) to provide laboratory eployees an
opportunity for upward mobility on the car,:er ladder. Proficiency Examinations
will enable employers to obtain an objective evaluation of the knowledge and
skiiIs of:

The military-trained medical laboratory specialist, whose training is
comparable In some respects to training in the civilian laboratory field,
who has a year or more experience In laboratory work; but who on separation
is denied entry at any but the bottom level, which he cannot afford to take.

The civilian laboratory worker employed at a lower level, who has received
most of his training on the job, whose experience and aptitude may qualify
him to perform on a higher level, but who is prevented from "getting ahead"
by formal educational and training requirements.

The proposal for this project was developed in a favorable climate for support
and action. The need for retaining both military and lower-level civilian labora-
tory workers was well recognized and there was general agreement that Proficiency
Examinations (and Equivalency Examinations for academic credit -- see page 6 )
could serve as an Important means to thisend. The NCCML study on "Equivalency
and Proficiency Testing Related to the Medical Laboratory Field" Increased Interest
In such examinations as tools for appropriate placement of workers in a number of
health occupations. The House Ways and Means Committee called attention to that
study In Its May 1970 report and pointed out that:

"..Both recruitment and utilization of laboratory personnel would be

greatly enhanced by the use of equivalency and proficiency examinations.
The use of such examinations would greatly Increase career mobility in
the laboratory field, thereby making the profession more attractive
generally, faciIlitating the recruitment and retention of laboratory
workers, and encouraging re-entry into the field by those who have left It."
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As to the chances of encouraging military-trained laboratory specialists to enter
the civilian health field, our proposal cited the findings of Colonel James J.
Young In his Ph.D. thesis published by the University of Iowa that many corpsmen
wanted to make such a transfer but were discouraged by the lack of recognition of
their experience and skills. After we began the Proficiency Examinations project,
the report by Robert Nathan Associates on "Transferability of Military-Trained
Medical Personnel to the Civiliarv Sector" documented further the fact that such
corpsmen do represent a rich source of clvlllan health personnel, "If they can be
provided opportunities for training, employment, and advancement commensurate with
their education."

C. Advisory Committee

The Proficiency Examinations project was launched In July 1970. Despite the fact
that It was summer, NCCML was able to assemble an outstanding Interdisciplinary
National Advisory Committee of eleven persons and to bring them together for a
meeting on July 28 with resource people and test development experts. Each member
was chosen for what he or she could contribute to the Proficiency Examinations
program, not as a representative of any organization. The Committee members are:

Maj. Gen. Joe H. Blumberg, M.D., USA (Ret.), Co-Chairman
(pathologist)

Mrs. Loula Woodcock, MT(ASCP), Co-Chairman
(supervising medical technologist)

Howard L. Bodily, Ph.D.
(microbiologist)

Col. James L. Hansen, M.D.
(pathologist)

Clarence R. Jones, MLT(ASCP)
(former Air Force laboratory specialist; administrative and technical
assistant to laboratory director)

Robert S. Melville, Ph.D.
dirlnfcal chemist)

A. Wendell Musser, M.D.
(pathologist; chairman, Advisory Committee for Equivalency Examinations
project)

John Peterson
(hospital administrator)

Mrs. Martha Phillips, MT(ASCP), MS
(medical technologist; chief of VA allied health training)

Harvey I. Scudder, Ph.D.
(allied health educator; member, Advisory Committee for Equivalency
Examinations project)

(Harold I. Lewack of the Department of Labor, now deceased, was originally a
member of the Committee.)
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2. Medicare Regulations

The Community Health Service Division of Health Standards Is preparing a
report for the House Ways and Means Committee on the progress It has made
since last May In consulting %alth appropriate professional health organi-
zations and educational Institutions to develop proficiency testing and
educational equivalency mechanisms for use in determining the qualifications
of laboratory personnel under the Medicare program."

The Committee asked for this report by July 1, 1971, In its Report on the
Social Security Amendments of 1970, quoted In section I of this paper. The
Committee indicated a particular Interest in assuring eligibility under
Medicare for qualified former military laboratory specialists.

The Senate Committee on Finance Included in Its Social Security bill last
fall a requirement for the use of Equivalency and Proficiency Examinations
to qualify health care personnel who do not meet specific formal educational,
certification, or training criteria. The bill died at the end of 1970, but
a similar amendment has been introduced in the current session by Senator
William B. Saxbe of Ohio. His bill, S.892, now in the hands of the Senate
Committee on Finance, provides:

"The Secretary, in carrying out his functions relating to
the qualifications for health care personnel...shall develop
(in consultation with appropriate professional health organi-
zations and State health and licensure agencies) and conduct
(in conjunction with State health and Ilcensure agencies)
until December 31, 1975, a program designed to determine the
proficiency of Individuals (who do not otherwise meet the
formal educational, professional membership, or other specific
criteria established for determining the qualifications of
practical nurses, therapists, laboratory technicians, X-ray
technicians, psychiatric technicians, or other health care
technicians and technologists) to perform the duties and
functions of practical nurses, therapists, laboratory techni-
cians, X-ray technicians, psychiatric technicians, or other
health care technicians or technologists. Such program shall
include (but not be limited to) the employment of procedures
for the formal testing of the proficiency of Individuals. In
the conduct of such program, no Individual who otherwise meets
the proficiency requirements for any health care specialty
shall be denied a satisfactory proficiency rating solely
because of his failure to meet formal educational or professional
membership requirements."

The Division of Health Standards currently describes some 30- 40 positions
under Medicare.



3074

It appears from developments In both House and Senate committees that
Equivalency and Proficiency Examinations may be written Into law to offer
an alternative method for qualifying laboratory personnel--most likely on
the technician level--under Medicare. if the Proficiency Examinations
being developed by NCCML prove acceptable to those who set Medicare
personnel standards, they can be used for this purpose.

3. State Licensure

Ten states, Puerto Rico, and the City of New York now license laboratory
personnel other than the director. Licensure legislation affecting labora-
tory personnel standards Is under consideration In another 25 states.

The American Hospital Association and the American Medical Association have
called for a moratorium on additional licensure and proposed a national
task force to recommend means of Improving licensure practices.

The Department of HEW Is now working on a study of major problems associated
with licensure (and with certification and other qualifications for employ-
ment of health personnel). The report, due on July 1, 1971, Was mandated
by the 1970 Allied Health Bill. It is to Include specific recommendations
for steps to solve the problems identified.

While NCCML does not have an official position on licensure, we would suggest
that if and when laboratory licansure legislation is written, It should
Include possibilities for upward career movement by use of Equivalency and
Proficiency Examinations. Such provisions are clearly spelled out in the
laboratory iIcensure law now pending in the Texas legislature. The proposed
Texas law would allow use of this alternate method of qualifying for any
level of laboratory personnel from technician up to director.

It is legally possible for most if#not all licensing boards In states with
present legislation to make use of the NCCKL Proficiency Examinations Instead
of writing their own.

4. State and Federal Civil Service Regulations

Federal Cilvil Servici regulations offer higher level laboratory positions
only to those with formal education. A veteran who may have had a responsible
career laboratory position In the Medical Corps cannot get a similar Job in
the U.S. Civil Service laboratory system. Similar problems exist with state
civil service regulations.

NCCL has suggested to the U.S. Civil Service Commission's Task Force on
Job Evaluation that an alternative method for qualifying laboratory personnel
for Civil Service ratings via Equivalency and Proficiency Examinations should
be set up. This initial suggestion should be pursued.
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State civil service model classification schedules have been drawn up by a
joint committee of the Association of State and Territorial Public Health
Laboratory Directors; the Office of State Merit Systems of the Department of
Health, Education and Welfare; and the Laboratory Division of the Center for
Disease Control. While they do not now contain any possibility for movement
from technician level to professional level without meeting formal educational
requirements, It may well be that the climate will be favorable for suggesting
upward movement within state civil service regulations via examination, when
those model classification schedules are up for revision.

5. Military Entry Regulations

While the Proficiency Examinations project was designed partly to facilitate
the transfer of military laboratory personnel to civilian laboratories, it has
come to our attention that the examinations can prove useful to workers making
the reverse transfer.

Military level for those who already have laboratory training and/or experience
is based on the certification level attained In civilian laboratory work. For
Instance, an ASCP-certlfled Medical Laboratory Technician entering the Army
can obtain the 92830 rating, equivalent to that achieved by going through the
year-long Army laboratory course. Other training or laboratory experience is
currently not recognized.

Officials in the Army Surgeon General's office have Indicated they will welcome
the possibility of using Proficiency Examination results to measure capabilities
of those coning Into the service with a background of laboratory experience.

6. International Reciprocity

Another group of laboratory workers who will be able to benefit from the
Proficiency Examinations are those who have received their training in other
countries and now wish employment in American clinical laboratories.

Laboratory training in other nations varies considerably In length and depth,
and therefore In comparability to American standards.

American employers Interested In hiring foreign-trained laboratory workers
have had no objective way of evaluating their knowledge and capabilities.
The Proficiency Examinations can provide such an evaluation. The possibilities
for official reciprocity of various kinds should be explored.

7. Certification

Suggestions have been made that the Proficiency and Equivalency Examinations,
taken together perhaps, might offer a substitute for the eligibility require-
ments for the medical laboratory technician and even medical technologist
certification examinations offered by professional societies. Some associated
with the National Registry of Microbiologists have indicated an Interest in
looking at registrants' performance on the Proficiency Examinations with the
possibility of Incorporating these examinations in the certification process.
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D. An Experiment: Refresher Training Through Prolect Transition

With the Proficiency Examinations available, It will be possible to identify for
an individual laboratory corpsman specific areas In which he needs more training
or experience, and to follow up this assessment with a refresher training course
In order to better prepare him for civilian laboratory employment.

NCCML has entered preliminary discussions with the Office of National Projects
of the Department of Labor Manpower Administration and with Department of Defense
Project Transition representatives about possible pilot projects In which:

1. Six months before their anticipated separation, laboratory specialists
would take one form of the Proficiency Examinations.

2. Through analysis of the examination results, each individual's specific
needs for refresher training would be Identified.

3. Specific additional training would be offered each individual via several
different methods:

a. The training of perhaps 200-300 hours may be arranged for released
time during working hours, or after hours If released time Is not possi-
ble. A third, less desirable, alternative would be Immediately after
separation for those who cannot be released and who may be moonlighting
or for other reasons are not available during or after hours.

b. The training may be given In a military hospital, a VA hospital, or a
private hospital; It may be a cooperative effort with a college or uni-
versity and/or a school of medical technology.

c. Taped lectures for supervised Individual learning will be available
this fall as a result of a NCCML project currently In progress. More
than sixty tapes, covering all the major laboratory areas, are being
prepared by recognized experts. And hopefully in another year there
will be sets of slides to go with the tapes.

4. At the end of the refresher training, the specialist would take the
other form of the Proficiency Examinations to assess his progress and hope-
fully to demonstrate he is ready for civilian employment at better than entry
level.

E. Providing Information to Other Health Occupation Groups

Many other health occupations have similar manpower problems and Interests to
those of the clinical laboratory field. Interest In the possible development of
Proficiency and Equivalency Examinations is evident in a number of these fields.
Those responsible may wish Information about our experiences In order to profit
from them.
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Advisory Committee members should be called on to provide Information at meetings
and conferences of various health groups. The Coordinator of the Proficiency
Examinations Project serves as a member of the Committee for Equivalency and
Proficiency Examinations of the Association of Schools of the Allied Health Pro-
fessions, a group particularly interested in these developments.

A report should be publitilied and widely distributed when the pattern of adminis-
tration and potential use ha-, become viable. Every effort should be made to
transfer the benefits of this Proficiency Examinations program to other health
occupations which can profit from them.

F. Promoting Use and Acceptance of the Equivalency Examinations

While the Equivalency Exami-atlons will 1-ae a certain bulJt-in acceptance as
part of the CLEP program.., much can be done to oronote understanding and use of
them for the grantinqof credit by educat'e-al Institutions. The meeting on
Proficiency and Equivalency Examinations In October in connection with the ASCP-
CAP annual meeting 1I designed specifically for laboratory school directors. The
American Society of Medical Technologists has scheduled a session on Equivalency
Examinations at their annual meeting In June. Both of these meetings should offer
the opportunity to gain a favorable reaction to the examinations, and possibly
also to gain some help in the norming process.

Combined publicity for the Equlvali.ncy and Proficiency Examinations for those
who could benefit fro;1 taking then, will be in the best Interests of both projects.
Clarification-of their different purposes -ii be achieved by treating them
together where possible.

VIII, FOR THE FUTURE

Two recommendations which deserve continued thought now and action In the more

distant future Involve:

A. Evaluallon of Case Histories

The true test of the Proficiency Examinations project will be whether the examina-
tions are Indeed taken by laboratory workers and the results used by employers to
place those workers appropriately. A follow-up study should be undertaken on the
examinees to-see how they have profited from the results.

B. Revision and Updating of the Examinations

Changes in laboratory processes and ways of using personnel will surely mke parts
of the examinations out-of-date In time. And test security considerations usually
Impose a time limit on the usefulness of any examination. These facts should be
recognized and the need anticipated In advance for a program to review the
examinations and revise them as necessary.
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COMMITTEES OF EXAMINERS

Clinical Chemistry

Mst. Sgt. James R. Brown, Medical Field Service School (Fort Sam
Houston, Texas); Howard Rawnsley, M.D., Hospital of the University of
Pennsylvania Medical School; Martin Rubia, PH.D., Georgetown Uni-
versity Hospital, Chairman; Mrs. Loula Woodcock, MT (ASCP), Scripps
Memorial Hospital (La Jolla, California).

Microbiology

Lt. Walter Cox, M.Sc. (usNR), National Naval Medical Center (Be-
thesda, Maryland); Sgt. John James, USAF Medical Center (Wright
Patterson, Ohio); Jesse Marymont, M.D., Wesley Medical Center
(Wichita, Kansas); Gerald Needham, PH.D., Mayo Foundation (Roches-
ter, Minnesota), Chairman; Miss Cornelia Van Benthem, M.A., MT
(AScP), Hackensack Hospital (Hackensack, New Jersey).

Hematology

Major Joseph H. Keffer, M.D., Anderson Pathology Associates (Ander-
son, South Carolina); Robert Langdell, M.D., University of North
Carolina Medical School, Chairman; Mrs. Doris Y. Mahon, Walter Reed
Army Medical Center (Washington, D.C.); Mrs. Gwendolyn N. Taylor,
MT (ASCP), Medical University of South Carolina.

Blood Banking

Lt. Col. Frank Camp, U. S. Army Medical Research Laboratory (Ft.
Knox, Kentucky), Chairman; Ralph Lingeman, M.D., Veterans Adminis-
tration Hospital (Washington, D.C.); Mrs. Grace Neitzer, MT (ASCP),
Michigan Community Blood Center (Detroit, Michigan); Lt. Col.
Harold Neuman, USAF Medical Center, Andrews Air Force Base (Wash-
ington, D.C.).

Address registration forms and all correspondence regarding regis-
tration, test centers, admission tickets, and score reports to:

PROFICIENCY EXAMINATIONS FOR CLINICAL LABORATORY

PERSONNEL
EDUCATIONAL TESTING SERVICE

PRINCETON, NEW JERSEY 08540

COPYRIGHT ©1971 BY EDUCATIONAL TESTING SERVICE.
ALL RIGHTS RESERVED.
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INTRODUCTION

The Proficiency Examinations, for Clinical Laboratory Personnel
are administered by Educational Testing Service (ms) of Prince-
ton, New Jersey. They are sponsored by the National Committee
for Careers in the Medical Laboratory (NCCIL), with backing and
support from the American Society of Clinical Pathologists, the
College of American Pathologists, the American Academy of
Microbiology, the American Association of Clinical Chemists, and
the American Association of Blood Banks.

The examinations were developed under contract with the Man-
power Administration of the United States Department of Labor.

Examinations are given in the fields of clinical chemistry, micro-
biology, hematology, and blood banking (immunohematology). A can-
didate may take one or more of the four examinations.

The Proficiency Examinations are designed to help employers
obtain an objective evaluation of the knowledge and skills of:

The military-trained medical laboratory specialist, whose training
is comparable in some respects to training in the civilian laboratory
field and who has a year or more of experience in laboratory work,
but on separation often leaves the field because his training and
experience are not recognized and he has to start at the bottom.

The civilian laboratory worker employed at a lower level, who has
received most of his training on the job, whose experience and
aptitude may qualify him to perform on a higher level, but who is
prevented from advancement by formal educational and training
requirements.

During the 1971-72 academic year, rrs will administer the Pro-
ficiency Examinations for Clinical Laboratory Personnel on
Saturday, November 20, 1971, and on Saturday, May 6, 1972, at
testing centers throughout the continental United States. For
this pilot year's administration, costs are being covered by the
Manpower Administration and there is no fee for candidates.

Please read the following sections of this Bulletin carefully. They
contain detailed information important to know if you plan to
take these tests.
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HOW TO REGISTER

Fill out the registration form in this Bulletin and send it to Educa-
tional Testing Service, Princeton, New Jersey 08540. It must be
received in Princeton no later than four weeks before the test date.
Allow five days for first class mail delivery. Registration forms, as
well as requests for test center changes, will not be processed if
received after a closing date. It is to your advantage to send in the
form as early as you can. Early registration allows time to clear
up any irregularities that might delay the issuing of your test
scores.

Administration date Registration closes
November 20, 1971 October 22, 1971
May 6, 1972 April 7, 1972

If possible, ETs will establish special centers for candidates who
must travel over 100 miles to a test center. In addition, the De-
partment of Defense has agreed to set up centers for members of
the Armed Forces when test centers are not readily accessible to
them. Requests for a special center, along with the completed regis-
tration form, must be received by ETS six weeks before the test date.
If you request a special center, do not fill in item 7 on the registra-
tion form. Registration closing dates for special centers are:

Administration dcte Registration closes
November 20, 1971 October 8, 1971
May 6, 1972 March 24, 1972

If your religious convictions prevent you from taking tests on
Saturday, you can request that Ers arrange for testing on the fol-
lowing Monday. Submit with your registration form a letter
signed by. your minister or rabbi confirming your affiliation with
a recognized religious body that observes its Sabbath on Saturday.
In item 7 on your registration form, print the word MONDAY
before the city, state, and center number. The registration closing
date for Monday testing is the same as for special centers.

WHERE TO TAKE THE TESTS

The list of- ETS test center locations for administrr .ion of the
Proficiency Examinations for Clinical Laboratory Personnel is
given on page 7. No centers will be established outside the con-
tinental United States, except for members of the United States
Armed Forces.
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Study the center list and then select the city most convenient for
you on the date for which you are registering. You may ignore
state borders if there is a city in a neighboring state nearer than
any in your own state. Enter the center number in item 7 of your
registration form (unless you are applying for a special center).

Educational Testing Service makes every effort to assign you to
the center of your choice. However, there are times when more
candidates apply for one center than can be accommodated. When
this occurs, it is necessary to assign those candidates whose regis-
tration forms were received last to another center as near as
possible to the requested one.

Sometime during the month preceding the tests, EFs will send
you an admission ticket bearing the date of the tests and the
address of the center to which you must report for assignment to a
testing room. You will not be admitted to the test center without
your admission ticket. If you lose your ticket, write to or wire the
-s Princeton office immediately for special authorization to take

the test. Payment for an authorization wire is the responsibility of
the candidate. Last-minute authorization cannot be guaranteed,
but Ers will make every effort to help you.

The mailing label you complete as part of your registration form
will be stapled to the admission ticket ETs sends -you. This label
gives you information about when to report for the tests and
other important details. The registration number you will be re-
quired to grid on your answer sheet is also printed on the mailing
label, so be sure to take it as well as your admission ticket to the
test center.
CHANGE OF CENTER: If, in an emergency, you find it necessary to
take the tests at a center other than the one you originally speci-
fied, you should wire or write to the Ers Princeton office requesting
such a change. Do not return your admission ticket and do not
submit a new registration form.

Whenever possible, ETs will send you authorization, by letter
or collect telegram, to take the tests at the center you now request.
However, no center changes can be made unless.-your request
reaches the Princeton office four weeks or more before the test date.
Under normal circumstances, supervisors at one test center will
not admit a candidate who presents an admission ticket for another
center unless the candidate also presents a letter or telegram of
authorization from E'T.

72-573 0- 72- Pt. 6 -- 23
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CENTER LIST

The Proficiency Examinations for Clinical Laboratory Personnel will be given
in the following cities on November 20, 1971 and May 6, 1972.

Alabama
302 Birmingham

Arizona
102 Phoenix

Arkansas
106 Little Rock

California
117 Los Angeles
126 San Francisco

Colorado
134 Denver

Connecticut
505 Hartford

District of Columbia
564 Washington

Florida
320 Miami
318 Jacksonville

Georgia
333 Atlanta

Idaho
139 Boise

Illinois
349 Chicago

Indiana
365 Indianapolis

Iowa
146 Davenport
147 Des Moines

Kansas
157 Dodge City
161 Topeka

Kentucky
382 Louisville

Louisiana
164 Baton Rouge

Maine
588 Augusta

Maryland
611 Baltimore

Massachusetts
630 Boston
Michigan394 Easti Lansing

Minnesota
175 Minneapolis

Mississippi
411 Jackson

Missouri
185 St. Louis

Montana
192 Helena

Nebraska
204 North Platte

Nevada
210 Las Vegas
211 Reno

New Jersey
695 New Brunswick

New Mexico
217 Albuquerque

New York
736 New York City
746 Syracuse

North Carolina
425 Greensboro

North Dakota
227 Bismarck

Ohio
436 Cleveland
438 Columbus

Oklahoma
240 Oklahoma City

Oregon
246 Eugene

Pennsylvania
772 Philadelphia
775 Pittsburgh

Rhode Island
809 Providence

South Carolina
453 Charleston

South Dakota
255 Rapid City

Tennessee
468 Knoxville
471 Nashville

Texas
264 Dallas
268 El Paso

Utah
252 Salt Lake City

Vermont
827 Montpelier

Virginia
851 Richmond

Washington
289 Seattle
291 Spokane

West Virginia
878 Charleston

Wisconsin
486 La Crosse

Wyoming
296 Casper
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ON THE DAY OF THE TESTS

This is the schedule for each testing date:
8:30 a.m. - Candidates report to center
12:45 p.m. (approximately) - Session closes
Each of the Proficiency Examinations (clinical chemistry,

microbiology, hematology, blood banking) lasts approximately
one hour. Together the four examinations will take four hours, and
they will be given in a single morning 3ession. You may take just
one, two, three, or all four. Candidates taking fewer than four
tests will be dismissed at the appropriate time.

No candidate will be admitted to an examination room after the
tests have begun.

In order that all candidates may be tested under equally favor-
able conditions, standard procedures and regulations are observed
at every test center:
* Supervisors have been asked to arrange for testing rooms free

from noise or disturbance. All visitors will be excluded.
* Each testing room should have a clock visible to all candidates.

Candidates should also bring watches.
* All centers will give tests according to the same schedule. No

candidate will be permitted to continue a test beyond the allotted
time.
* Candidates should bring three or four No. 2 pencils, or a mechan-

ical pencil with a soft lead, and an eraser. No pencils or erasers will
be furnished at the center.

* Candidates are not permitted to bring books or papers of any
kind (including scratch paper) into the examination room and
are strongly urged not to bring such materials with them at all.
Similarly, the use of dictionaries, books, slide rules, rulers, or
papers of any kind is not permitted. If a candidate is found to have
such material with him, he will not be allowed to continue the
tests. Scratch work may be done in the margins of the test books.

- Candidates who wish to leave the room during a rest period or
during the tests must have permission from the supervisor.

• If a candidate is discovered engaging in any kind of misconduct
-giving or receiving help, using notes, books, or papers of any
kind, removing test materials or notes from the testing room, or
taking part in an act of impersonation-his tests will not be scored.
• Educational Testing Service reserves the right to cancel any

test score if, in the opinion of ETS, there is adequate reason to
question its validity. Before exercising this right, rm will offer
the candidate a retest.
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TAKING THE TESTS 1

The Proficiency Examinations for Clinical Laboratory Personnel
were prepared by the examining committees of pathologists, clinical
chemists, microbiologists, and medical technologists listed on the
inside front cover of this Bulletin. The test questions are designed
to measure the proficiency of laboratory workers at the technician
level.

All four one-hour examinations consist of multiple-choice,
paper-and-pencil questions. Timing and instructions are printed
in the test book. Remember to read carefully the directions for
each section.

It is important to use your time as economically as possible.
Take the questions in order, but do not waste time on those which
contain extremely difficult or unfamiliar material. If you com-
plete a section of a test before time is called, go back and reconsider
those difficult questions.

The tests are designed so that the average person taking them
will answer correctly only a certain percentage of the questions.
No one is expected to get a perfect score, and there are no estab-
lished passing or failing scores.

Your answers will be recorded on a separate answer sheet. From
the five lettered answers for a question, you will choose the one you
think is best. The example illustrates how answers are to be
marked.

Chicago is a
(A) state Sample Answer Spaces
(B) city
(C) country A j D

(D) town
(E) village

Blacken the space with the letter corresponding to the answer
you wish to give.

Before the tests begin, you will fill in certain sections on your
answer sheet including your name, sex, and birth date. An illus-
tration of the name section is shown on page 10. It has been filled
out by an imaginary student, Alexander G. Fielding. He first
printed the letters of his last name in the large boxes at the top. (If
his last name had contained more than 8 letters, he would have
filled in only the first 8 of them.) Then he printed his first and
middle initials. He then blackened the small lettered space in each
column corresponding to the letter in his name at the top of that
column.
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Sample of the answer sheet name section

You will similarly print and
as in the following example:

grid your registration number,

These procedures must be followed so that your answer sheet
can be correctly identified and your scores properly reported.

020" .) I NAME,

1*IT iI - 1II

1.- 1 -1 .1 I',] H :'] N i t I

.)i ] { :,5+ l ) 1 2 '4 ("!1

z
0,,,44 1t . .- , 7 -62J
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WHO RECEIVES SCORE REPORTS

Educational Testing Service will report scores directly to the
candidate. Upon request, m's will also send copies of a candidate's
scc cc to prospective employers. The charge for this latter service
is $2.00.

For comparison, the candidate will also receive information on
test scores that were earned by a representative group of qualified
workers who are already satisfactorily holding down jobs in these
fields in clinical laboratories.

A candidate's request that his tests not be scored will be honored
provided the request is received by Ers within a week after he has
taken the tests. Preferably the candidate should make this re-
quest by notifying the supervisor before leaving the testing room.

USE OF TEST SCORES

Examination results can be used by employers to place and up-
grade laboratory workers. Medicare plans to use the results as an
alternate way of qualifying workers for its technician level.
Federal, state, and local civil service commissions are interested
in similar use of the examinations. The ASCP Board of Registry of
Medical Technologists is considering possible use of the examina-
tions to qualify candidates for the MLT certification examination.

CORRESPONDENCE WITH ETS

If for some reason you find it necessary to correspond with ETs
after your registration form has been submitted, be sure to specify:

1. the name of the tests (Proficiency Examinations for Clinical
Laboratory Personnel), and

2. the date you either took the tests or plan to take them.
To avoid errors in reporting scores, always use the same form

of your name in signing all documents and in any correspondence
with Ers. Do not write "John J. Jones, Jr." one time and "J. Jones"
or "'John Jones" another time. Such inconsistency makes identifica-
tion of papers difficult.
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TEST CONTENT

The subject matter covered by the four examinations is indicated
by the following outlines.

Clinical Chemistry
1. Equipment- centrifugation, filtration; pipettes, diluters; bal-

ances; glassware.
2. Instruments: Principles, Use, and Understanding-spectro-

photometry and colorimetry; flame photometry and atomic
absorption; automated equipment (auto-analyzers); fluorim-
etry; blood gases (ion-specific electrodes); electrophoresis;
calculating devices (slide rule, machine, computers); isotopic
instruments (well counters); osmometers; chromatography.

3. Chemical Principles and Applications -calculation and meas-
urements units; identity and sources of biological specimens,
specimen handling, preservation, collection; pH, solutions,
buffers, water, normality, molarity, osmolarity; quality control.

4. Methodology-enzymology; proteins, including cerebrospinal
and other body fluids; other nitrogenous materials; lipids;
carbon ydrates, including tolerance tests; electrolytes; endocrine
procedures; liver function; toxicology; urine chemistry; gastric
analysis; vitamins.

Microbiology
1. Specimen and Culture Handling- collection of specimens; trans-

portation (intra and extra); storage; disposal and disinfection.
2. Isolation and Identification -bacteriology; parasitology; mycol-

ogy; mycobacteriology.
3. Serology-tests for disease identification; tests for organism

identification; pregnancy; miscellaneous.
4. Antibiotic Susceptibility by the Standardized Disc Test (Kirby-

Bauer)- media; inoculation; discs; interpretation.
5. Media - types; preparation.
6. Equipment- microscope (light, dark-field, fluorescent); cen-

trifuge; sterilizing equipment; anaerobic equipment; incubation
equipment; rotators.

7. Quality Control -staining; reagents; media.

Hematology
1. Subject-white count; red count; hemoglobin; hematocrit;

normal differential count; reticulocyte count; sedimentation
rate; platelet count; prothrombin time; partial thromboplastin
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time; coagulation time; bleeding time; clot retraction; fibrinogen
and lysis; sickle preparation; electrophoresis (hemoglobin); LE
preparation; osmotic fragility; immunoglobulins; general tech-
niques; urine sediment examination; indices.

2. Method-manual; mechanized; quality; limits of the method;
departure from the normal.

Blood Banking (Immunohematology)

1. Immunology and Genetics - genetics; antigen-antibody reactions.
2. Blood Group Systems-A, B, 0; Rh; other.
3. Compatibility - routine procedures; massive transfusions; mul-

tiple transfusions; exchange transfusions for hemolytic disease;
Rh immune globulin; transfusion of blood components; patient
identification; selection of blood for compatibility.

4. Special Techniques -antibody detection; antibody identifica-
tion; elution techniques; transfusion reaction work-up; hemo-
lytic disease work-up; auto-immune disease.

5. Standards, General Procedures- donor requirements; collection
of blood; identification of donor blood; care of donor; storage
and transportation; preparation of components; transfusion
service records; blood group reagents and equipment.

SAMPLE QUESTIONS

Each Proficiency Examination is designed to measure both what
you know of the subject matter commonly associated with the
area and how effectively you can use the scientific knowledge
you possess.

Questions measuring your knowledge of medical technology
emphasize the process of remembering facts that you have learned.
Questions testing the application of this knowledge require not
only that you know a law, principle, or concept, but also that you
recognize its application in a particular situation. Since the goal
of most medical technology education is to learn to apply material
from the discipline, application questions are especially important.

To give you some idea of what the test questions are like, the
following samples are included here. These questions are similar
to the ones you will encounter on the tests. Each question is coded
to tell you which area it concerns. The codings are as follows:
CC (Clinical Chemistry), M (Microbiology), H (Hematology),
and BB (Blood Banking).
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Directions: Each of the questions or incomplete statements below is
followed by five suggested answers or completions. Select the one which
is best in each case and then blacken the corresponding space on the
answer sheet.

1. [HJ Wright's stain causes the cytoplasm of lymphocytes to be colored
(A) purple (B) gray (C) yellow (D) pink (E) blue

2. [CC] The color formation in a serum bilirubin determination depends on
(A) making the serum alkaline
(B) adding sulfanilic acid
(C) adding methyl alcohol
(D) conjugating bilirubin with glucuronic acid to form bilirubin glu-

curonide
(E) diazotization to form azobilirubin

3. [CC] Diazotized sulfanilic acid is used for the measurement of
(A) bile acids (B) bile pigments (C) acetylsalicylic acid (D) sulfo-
salicylic acid (E) coproporphyrin

4. [H] If on a particular sample the red cell count is 3,500,000 per cubic
millimeter and if 1.5 per cent of the red cells are reticulocytes, the
number of reticulocytes per cubic millimeter is (A) 15,000 (B) 35,000
(C) 62,500 (D) 72,000 (E) 350,000

5. ICCI The primary function of sodium fluoride preservative in specimens
for a glucose tolerance test is to
(A) inhibit glycolysis by blood cells
(B) prevent the growth of bacteria
(C) retard the nonenzymatic oxidation of glucose
(D) prevent hemolysis
(E) destroy other reducing substances

6. [CC) In the colorimetric determination of creatinine by the use of picric
acid (the Jaffe reaction), the final reaction mixture must be
(A) buffered (B) acid (C) alkaline (D) neutral (E) cooled in ice

7. [H] All of the following are important In the determination of the erythro-
cyte-sedimentation rate EXCEPT
(A) the hematocrit
(B) the tube position
(C) the meat corpuscular hemoglobin value
(D) a 24-hr. delay between collection and determination
(E) changes in plasma composition

8. [BBI Enzyme-treated cells are unsatisfactory for detecting antibodies
of the Duffy blood-type system because enzymes
(A) destroy Duffy antibody molecules
(B) destroy Duffy antigen sites
(C) inactivate Duffy antibody molecules
(D) mask other antibodies
(E) give false positive antiglobulin (Coombs') tests
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9. [Il The prothrombin time is dependent on the plasma concentration of
all of the following EXCEPT factor
(A) II (B) V (C) VII (D) VIII (E) X

Directions: The group of questions below consists of five lettered
headings followed by a list of numbered phrases. For each numbered
phrase select the one heading which is most closely related to it and
blacken the corresponding space on the answer sheet. One heading may
be used once, more than once, or not at all in each group.

Questions 1O-12[M]

(A) Blood-tellurite agar plate
(B) Lowenstein-Jensen agar slant
(C) Thayer-Martin agar
(D) Litmus milk
(E) Mueller-Hinton agar

10. Used in identification of Clostridia

11, Used to isolate Mycobacteria

12. Used in the isolation of Neisseria gonor'hoeae

Directions: For each of the questions below, ONE or MORE of the
responses given are correct. Decide which of the responses is (are) correct
and on the answer sheet blacken space
A If 1, 2, and 3 are correct;
B if only I and 2 are correct;
C if only 2 and 3 are correct;
D if only 1 is correct;
E if only 3 is correct.

Directions Sum marized

S B C D E0 0 0 0 D
1,2,3 1,2 2,3 1 3
only only only only only

13. [BBJ Which of the following.may cause a serum to react with all cells,
including the patient's own cells?

(1) Cold agglutinins and rouleaux
(2) Acquired hemolytic anemia
(3) Panagglutinin and cold agglutinins

14. [BB) Uses for the antiglobulin (Coombe') test include which of the
following?
(1) Tests for sensitized red cells or red cells coated with 7S(IgG) antibody
(2) Tests for in vivo sensitization of the red cells
(3) Diagnosis of auto-immune hemolytic anemia
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Directions: The group of questions l elow concerns a laboratory situa-
tion. First study the description of the situation. Then choose one best
answer to each question following it and blacken the corresponding
space on the answer sheet.

Questions 15-16[M]

A sample of spinal fluid cultured in nutrient and thioglycollate broth
gave some indication of growth by turning slightly cloudy in the broth
after 12 hours nf incubation sit 370C. A gram stain of this fluid showed a
t ,S small gram-negative rods and gram-positive diplococci.
How.,;r ,,n further incubation, the turbidity did not increase and
transfer tn no orient agar plates showed no growth after 24 hours.

15. In the u . interest of the patient, a report should be sent to the at-
tending physician stating which of the following?
(A) Culture contaminated, please repeat.
(B) No growth after 36 hr.
(C) Small gram-negative bacillus and gram-positive diploccus seen in

broth culture.
(D) No growth after 12 hr.
(E) Hemophilus influenzae and Diplococcus pneumoniae have been

Isolated.

16. In order to grow and isolate the small gram-negative rods, a transfer
should be made to

(A)
(B)
(C)
(D)
(C)

nutrient broth
nutrient agar
thioglycollate broth
chocolate agar
Streptosil broth

ANSWERS TO SAMPLE QUESTIONS

1. E
2. E
3. B
4. C
5. A

11"
12.
13.
14.
15.
16.

24371 e T121P30
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VANCOUVER, WASH., February 1, 1972.
Hon. AL ULLMAN,
House of Representatives,
Washington, D.O.

DEAR REPRESENTATIVE ULLMAN: I would like to voice my support for two bills
presently under consideration by the House Ways and Means Committee. These
include the Riblcoff amendment to H.R. 1, which was recently passed by Congress
and H.R. 850, (S. 869).

Senator Ribicoff's amendment involves extension of benefits to single as well
as married people under H.R. 1's family assistance plan.

H.R. 850 (S. 869), involves equalization of tax rates for single and married
people.

In this day and age of astronomically accelerating populations and diminish-
ing resources to support them, a policy supporting large families over people
who choose to remain single is not only prejudiced but antiquated. We cannot
hope tO curb the rapidly increasing population and stabilize conditions if we con-
tinue to encourage large families and to penalize single people taxwlse for re-
maining so.

I would appreciate it if you would submit a copy of this letter to be included
in the record in support of both bills. Thank you.

Sincerely, STEVEN G. HOLMAN.

STATEMENT BY DAVID A. BRODY, DIRECTOR, WASHINGTON OFFICE,
ANTI-DEFAMATION LEAGUE OF B'NAI WRITH

The Anti-Defamation League welcomes this opportunity to submit its views
on H.R. 1, which incorporates the principles of the Administration's original
welfare reform proposal.

The Anti-Defamation League is the educational arm of B'nai B'rith, which
was formed in 1843 and is America's oldest and largest Jewish service organi-
zation. It seeks to improve relations among the diverse groups in our nation and
to translate into greater effectiveness the principles of freedom, equality and
democracy. It is dedicated to securing equal opporunity and justice for all
Americans regardless of race, religion, color or national origin.

For more than three decades we have watched a welfare system started as a
temporary relief measure to help the victims of the Great Depression of the
1930's grow into a crazy quilt, patchwork and often contradictory series of pro-
grams which have caused the break-up of families, fostered dependency rather
than independence and helped to destroy individual dignity and self-esteem. The
lack of any national program with minimum national standards has led to glar-
ing inequities in welfare benefits among the 54 separate welfare ssytems and has
been a factor in the vast migration from our rural areas to urban centers, in-
tensifying many of the ills which our major cities now face and which today
finds one and one quarter million people on the welfare rolls of New York City
alone-a number which exceeds the total population of the city of Houston, the
nation's sixth largest city.

Our present welfare system has become increasingly costly and financially
burdensome and rather than being a stabilizing social force, has created grow-
ing resentment and divisiveness among our people. Instead of furnishing in-
centives to employment and avenues to self-sufficiency, it has served to destroy
the individual's hope of independence and has discouraged people from getting
off the welfare rolls.

We must agree with President Nixon when in August 1969 he said: "Whether
measured by the anguish of the poor themselves, or by the drastically mounting
burden of the taxpayer, the present welfare system has to be Judged a colossal
failure. . . . it is failing to meet the elementary human, social and financial
needs of the poor." H.R. 1, which passed the House of Representatives on
June 22, 1971 by the substantial margin of 288-132, embodies the Administra-
tion's response to the urgent need for a complete overhaul of our welfare policy.
It represents a dramatic and constructive effort which for the first time seeks
to bring rationality to our welfare system. Rather than simply trying to patch
up further an unwieldly, ineffective and often self-defeating system, the Ad-
ministration has taken the initiative of offering a totally new program aimed
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not only at eliminating the inequities and human indifference which characterize
our present welfare approach, but directed toward new objectives and social
goals. Whatever the shortcomings of H.R. 1, and we will speak of these later,
they cannot overshadow the major breakthrough in the field of welfare reform
which the principle of tt.R. 1 represents.

H.R. 1 calls for an income floor of $2400 for a family of four. It also allows a
working poor family to retain the first $&20 of its earnings plus one third of the
remailner until earnings reach $4320 a year when federal benefits end. Under
this plan, the working poor would for the first time be qualified on a nationwide
basis for assistance. By allowing a family to retain a portion of its earnings,
the bill would provide an incentive for those welfare recipients able to do so
to go to work.

1.R. 1 represents a forward-looking program, but it is one which we believe
must be strengthened and improved in several respects. The $2400 federal pay-
ment is plainly not enough for a family of four. It constitutes less than two-
thirds of the current poverty level of $3944 for a family of four.

Although the bill would permit a family on welfare to keep a part of its
outside earnings, the fact is that the vast majority of those now on the welfare
rolls have no other income and are completely dependent on their welfare
payments for their existence. There is a popular misconception that those receiv-
ing welfare are lazy, shiftless people unwilling to work. The statistics, as HEW
has pointed out, suggest otherwise.

The fact is that most welfare recipients cannot be put to work. Contrary to
the popular myth only 126,000 of the more than 13 million Americans who con-
stituted the federally assisted welfare population as of April 191-fewer than
lc/(-were employable males. Fifty-five percent or more than 7 million were
children. The others included the aged ,blind, disabled and 2.5 million welfare
mothers some of whom work and many others as a recent six state study shows
would also prefer work to welfare if adequate child care facilities were avail-
able. lin light of these statistics, it is essential that the level of payments be
Increased if those on welfare are to have more than a meager subsistence
income.

We are, of course, not unmindful of the increase In the cost of the program
if the basic benefit levels were to be raised. But, the need to do so is plain and
compelling. For that reason, we support the proposal-Amendment No. 559---
co-sponsored by a bipartisan group of 22 Senators led by Senator Ribicoff. The
Ribicoff amendment would provide a more realistic payment of $3000 for a
family of four. In addition, unlike H.R. 1 which makes no provision for any in-
crease in the minimum payment, the Ribicoff amendment would raise the pay-
ment level each year until the poverty level was reached in 1976. Annual
adjustments in the federal payment would also be made to reflect the rise in the
cost of living. Finally, a more liberal "earnings disregard" of 40% would enable
the working poor to receive benefits until earnings reached $5720 per year.

The number of people eligible to receive welfare payments under the Ribicoff
plan would of course be substantially more than under H.R. 1. But, this is a
price we must be prepared to pay if we truly believe that all Americans should
be able to enjoy a decent living with some degree of dignity and self-respect.

The Ribicoff package contains a number of other improvements over H.R. 1.
It provides stronger work Incentives by increasing from the one-third in H.R. 1
to 40% the percentage of earned income that can be retained. The amendment
would also require that welfare recipients able to work be assigned to jobs
paying no less than the federal minimum wage. Under H.R. I referrals to jobs
can be at wages as low as % of the minimum wage thus establishing a category
of "welfare" jobs and doing little more than keeping an individual from becom-
ing another unemployment statistic.

While J.R. 1 would require mothers with children over the age of three to
register for work. the Riblcoff amendment would exempt mothers with children
under six. In addition. mothers would also be exempt from the work requirement
in the absence of suitable child care services. The amount made available for
child care services under the Ribicoff proposal is more than double the amount
provided for in H.R. 1.

.1nale Individuals and childless couples would also be eligible for welfare as-
sistance, whereas H.R. 1 has no coverage for these categories.

Finally, unlike H.R. 1 which does not require states which pay higher benefits
under the current law to maintain those benefits, the Ribicoff amendment man-
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dates states to maintain current payments to protect individuals against loss of
benefits. The federal government which would pay 30% of these supplemental
payments would also gradually assume the entire cost of the welfare program
until by 1976 the system would be fully federalized.

In conclusion, we want to re-emphasize that notwithstanding the imperfections
in the proposed new family assistance plan, we applaud the Administration's
initiative in moving to scrap our long out-moded welfare structure. The time has
now come for this Committee to report a bill to the floor so that a meaningful
welfare reform program which will provide a decent level of life for the millions
of our nation's less fortunate who either cannot work or cannot earn enough to
support their families can be enacted into law. The Ribicoff amendments, we sub.
mit, embody such a program and we therefore urge the Committee to give its
support to those amendments and report them to the Senate for its approval.

STATEMENT OF THE NATIONAL ASSOCIATION FOR PRACTICAL NURSE EDUCATION AND
SERVICE, INC., SUBMITTED BY ROSE G. MARTIN, EXECUTIVE DIRECTOR

The National Association for Practical Nurse Education and Service
(NAPNES) is a nonprofit organization founded In 1941 for the purpose of im-
proving and expanding the nursing services which licensed practical nurses ren-
der to the citizens of this country. NAPNES' membership of 37,000 includes
practical nursing educators and other professional nurses, physicians, hospital
and nursing home administrators, and lay persons, as well as licensed practical
nurses. All of these categories are represented on the NAPNES Board of
Directors.

S. POSITION HE H.R. 1

The National Association for Practical Nurse Education and Service would
like to make known its support of H.R. 1, Section 241, which directs the Secretary
of Health, Education, and Welfare to develop and employ proficiency examina-
tions to determine whether health care personnel, not otlher-wise meeting the
specific formal criteria now included in Medicare regulations, have sufficient
training, experience, and professional competence to be considered qualified per-
sontnel for purposes of the Medicare add Medicaid programs.

A large and important group of personnel in this category consists of licensed
practical nurses for whom the usual formal education requirements for licensure
have been waived. Many of these nurses have had years of experience during
which they have been taught informally by the physicians and registered nurses
under whom they have worked, have availed themselves of opportunities for con-
tinuing education, and have engaged in self-study. Over the past three decades
NAPNES has assisted them in their efforts toward self-education by developing
and arranging for the conduct of courses which incorporate pretests and pro-
ficiency tests. We are therefore in a position to testify that many "waivered"
LPNs have competencies equivalent to those of LPNs who have completed the
prescribed program of study. They are an important resource for alleviating the
health manpower shortage which is depriving so many of our citizens of the care
which they need.

Yet many of these LPNs are not being utilized to the full extent of their poten-
tial because of a federal regulation requiring that charge nurses in long-term
care facilities accepting Medicare patients be graduates of state-approved schools
of practical nursing or have equivalent Iorinal training. As a result of this regu-
lation thousands of LPNs who have had years of experience as charge nurses in
long-term care facilities are barred from serving in this capacity. The regulation
therefore not only constitutes a serious obstacle to the much-needed expansion of
these facilities; it also threatens to close the doors of existing facilities. In con-
sequence, many elderly patients and those suffering from chronic disease are
being deprived of the care they need or are being forced to occupy space in the
more expensive acute-care facilities.

In its concern for these patients, NAPNES has on several occasions pointed to
the trend toward qualifying personnel on the basis of their abilities rather than
the settings in which they developed these abilities and has offered its services
in the development of an examination that could be used to evaluate the com-
petence of waivered LPNs. At its 30th annual convention in April, 1971, the
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NAPNES membership unanimously endorsed S. 892, which contains the same
provisions as those in Section 241 of H.R. 1, and offered assistance to the Secre-
tary of Health, Education, and Welfare in the development of such an examina-
tion (see attached copy of resolution). In line with this action by the member-
ship, in August, 1971, the director of NAPNES' Department of Education par-
ticipated in a meeting, called by the Division of Medical Care Standards of the
Public Health Service, at which plans for developing such an examination were
discussed.

We should like to point to an additional use to which such an examination
( might be put. State practical nursing licensing boards recognize formal education

that is secured in another state, a fact which enables many LPNs to become
licensed by endorsement when they move from one state to another. This mobility
is denied wavered LPNs, since state boards do not recognize the licenses these
nurses have received in other states. As a result, the public is deprived of the
services of many competent LPNs. The development of an examination of the
kind proposed in Section 241 might well be used for qualifying waivered nurses
for service in other states.

In summary, the National Association for Practical Nurse Education and
Service believes that the proposal contained in Section 241 of H.R. 1 would con-
tribute substantially to the improvement and expansion of the health services
available to the citizens of this country. It therefore urges that serious considera-
tion be given to the passage of legislation embodying this section.

NATIONAL ASSOCIATION FOR PRACTICAL
NURSE EDUCATION AND SERVICE,

New York, N.Y.
RESOLUTION

ADOPTED BY THE NATIONAL ASSOCIATION FOR PRACTICAL NURSE EDUCATION AND

SERVICE AT ITS 30TH ANNUAL CONVENTION, APRIL 29, 1971, IN cINCINNATI, 01110

Whereas, William B. Saxbe, United States Senator from Ohio, In the Interest
of alleviating the critical shortage of health care personnel has introduced legis-
lation that will direct the Secretary of Health, Education, and Welfare to develop
and conduct a program designed to determine the proficiency of licensed practical
nurses* who do not otherwise meet the formal educational requirements for the
performance of the duties and functions of LPNs, and

Whereas, The National Association for Practical Nurse Education and Service
supports the philosophy of continuing education and the full utilization of all
levels of health care personnel and so stated in its position, approved by its
Board of Directors In January, 1969, and

Whereas, The National Association for Practical Nurse Education and Service
has channeled its efforts for more than three decades Into the development of
continuing education courses for which pre-testing and proficiency testing have

been developed, for the upgrading of all LPNs; now therefore be it
Resolved, That this Association commend Senator Saxbe for his expressed con-

cern for the health and welfare of the American people, and be it further
Resolved, That this organization extend its offer of assistance and the full

extent of Its resources in aiding the Secretary of HEW in achieving his assigned

task.

BosToN, MAss., February 8, 1972.

Senator GAYLORD NELSON,
Senate Office Building,
Washington, D.C.:

The East Boston Neighborhood Health Committee wishes to strongly support

your legslation for a 5-year extension of the maternal and infant care and

children and youth programs. These programs are essential in providing adequate

health care.to mothers and children of the city of Boston as well as other cities

in the United States. The limited extension proposed by the Nixon administra-

tion would severely cripple these essential health programs.
Mrs. PAT BUONOPANE,

East Boston Neighborhood Health Committee.

*This term also applies to the licensed vocational nurses of California and Texas.
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STAFF, EAST BOSTON HEALTH CENTER,
Boston, Mass., February 8, 1972.

Senator GAYLORD NELSON,
Senate Office Building,
lVashington, D.C.:

The staff of the East Boston Neighborhood Health Center are seriously con-
cerned by the administration's request for only a single year extension of the
present MIC and CNY programs. These programs are presently providing essential
services to mothers and children in Boston who would otherwise be without care.
We strongly support the legislation introduced by you for a 3-year extension of
these programs. Year-to-year authorizations of these programs have a crippling
effect on health care delivery.

JAMES 0. TAYLOR, M.D.,
_ Medloal Director.

LABOURE CENTER VISITING NURSE SERVICE,
SISTERS OF CHARITY,

South Boston, Mass., February 1, 1972.
Senator GAYLORD NELSON,
Senate Office Building,
Washington, D.C.

DEAR SENATOR NELSON: Knowing the great importance of the continuance of
the satellite clinic at the Laboure Center by the St. Margaret's Maternity Hos-
pital, I ask you and count on you to fight for continued federal funding of
Maternal and Infant Care, especially in S. Boston where I care for patients as a
Public Health nurse and see the tremendous results of such programs.

And so I make a tremendously great plea that you will do all that you can to
promote and finance this worthwhile cause.

Thank you for your consideration of this matter.
Sincerely,

Sister M1ARY CAROLINE HRICZLEV,
Staff Nurse, Registered Nurse.

SAINT M1AROARET'S HOSPITAL,
Boston, Mass., February 2, 1972.Hon. GAYLORD NELSON,

Old Senate Office Building,
IVashington, D.C.

DEAR SENATOR NELSON: We would like you to endorse the authorization of
a continuation of moneys for the Maternal & Infant program for the next five
years. This program enables many mothers to seek better prenatal care, thus
decreasing maternal morbidity and Infant mortality. The patients from this
program are of the lower socio-economic group.

We look forward to a continuation of these funds.
Sincerely,

Sister MARY BERNADETTE,
Administrator.

BRIGHTON-ALLSTON COMMUNITY HEALTH CORPORATION,
Brighton, Mass., February 1, 1972.Senator GAYLORD NELSON,

Senate Office Building,
Washington, D.C.

DEAR SENATOR NELSON: We have been informed that you are conducting hear-
ings this week on the extension and refunding of the Children and Youth and
Maternal and Infant Care programs of HEW.

Our community of Allston-Brighton in Boston is served by both these programs.
Without them, many of our less advantaged families would not receive good
preventive care for their children. They would be forced, because of the high
cost of outpatient care, not usually covered by their insurance, to revert to
seeking care only In crises in the overcrowded emergency rooms and clinics of
our hospitals. Young mothers, in the hope of cutting down on the cost of maternity
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care, would return to the practice the MIC program as tried so hard to change-
that of going for pre-natal care late in pregnancy instead of early.

We strongly support your efforts to see that these valuable programs are con-
tinued, and continued until such time as a more satisfactory national system
of helping people pay for health care has been instituted.

We look forward with deep concern to the outcome of your hearings and to
the final action of Congress.Sincerely yours, ROBERT A. ENOLAND, President.

LABOUR9 CENTER,
SISTERS OF CHARITY,

South Boston, Mas8., January S1, 1972.
Senator GAYLORD NELSON,
Senate Office Building,
Washington, D.C.

DEAR SENATOR NELSON: On behalf of the mothers and infants of South Boston,
I make an earnest plea that you do all In your power to promote the extension
of the Maternal and Infant Care and Children and Youth Programs.

South Boston is an O.E.O. poverty target area without hospital services or ade-
quate physician services. In order to overcome this gap in medical care, St.
Margaret's Maternity Hospital in nearby Dorchester has operated a satellite clinic
at the Labourd Center for over four years. This clinic has provided much needed
services to mothers and their infants with excellent back-up hospital services.
Unless the federally funded M.I.C. and C. and Y. Programs are extended, there
is little hope that these services can be continued. Numerically, this means that
over one third of South Boston's prenatal mothers and their infants will be with-
out adequate care.

Realizing the tremendous progress that has resulted from these two. programs,
I know that I do not have to belabor the point with further rhetoric. I count on
your interest in the well-being of our mothers, infants and youth to fight for
continued federal funding of M.I.C. and C. and Y. Programs.

Slucerdly,
Sister EILEEN KINNARNEY,

Administrator.

LABOUR19 CENTER,
SISTERS OF CHARITY,

South Boston, Mass., February 1, 1972.Senator GAYLORD NELSON,

Senate Office Building,
Washington, D.C.

DEAR SENATOR: It is reassuring to know that you are taking the initiative in
the attempt to extend the Maternal and Infant Care and Children and Youth
Project for five years.

From my years of working here in South Boston, I realize the importance of
this program which provides prenatal maternal care and post natal care to
mothers and children. Since there is no local hospital in the area and only
limited physician care, it is fortunate that Saint Margaret's Hospital from nearby
Dorchester has established a satellite clinic in our center to service the mothers
in this vicinity. Over one-third of all the births in South Boston are connected
with this Project. Without this care, I know that many families would be unable
to have good care for the mothers and babies.

In our work with families, we have found that any help we can afford them
is greatly appreciated and used to the best of the abilities of each one.

Be assured of our support and prayers for you and your associates in this im-
portant work. If there is anything further we can do, please do not hesitate
to request it.

Sincerely,
SISTER SHEILA O'FRIEL,

Director, Home Management Department.

72-S3 0 - 72 - pt. 6 -- 24
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BRIGHTON, MASS., February 1, 1972.
Senator GAYLORD NELSON,
Senate Office Building,
Wa8hington, D.C.

DEAR SENATOR NELSON: I want to add my voice to the many you have heard
from thus far in support of legislation extending the maternity and infant care
and children and youth programs for 5 years. If these programs are only ex-
tended for 1 year, this program can stand a good chance of being killed the next
year or the next. With short term funds, commitments can not be made to the
community.

As a nutritionist in one of these programs in Boston, I can see the great need
for the M&I, C&Y clinics. I work in Roxbury. Many of our patients would be
without health care or overwhelm the city hospital if our clinic did not exist.
Not only should funds bt extended for a long period of time but more health
centers should be open since there are areas of Boston, indeed most of Massa-
chusetts and all Indian reservations and Appalachia, without such facilities for
children and pregnant women.

Sincerely,
MRS. DONNA GOITLIEB.

MICHIGAN STATE EMPLOYEES ASSOCIATION,
Lan8ing, Mich., February 15, 1972.

Hon. RUSSELL B. LONG,
Chairman, Committee wn Finance, U.S. Senate,
Senate Office Biulding, Wa8hilngtonl, D.C.
(Attention of Mr. Tom Vail, Chief Counsel).

DEAR MR. CHAIRMAN: This statement is in response to a telegram of Febru-
ary 2, 1972, from Mr. Vail, Chief Counsel to the Senate Committee on Finance,
concerning our position on H.R. I which we wish to be considered by your
distinguished committee.

STATEMENT

The Michigan State Employees Association, representing ol'er 19,000 state
employees and in excess of 4,000 members who are employed by the Michigan
State Department of Social Services, recognizes the need for welfare reform,
but is very concerned that the legislation presently before you does not contain
provisions for the transfer of social service employees at the state level to the
Federal level who are responsible for eligibility and cash assistance payment
functions. H.R. 1, as reported by the House, makes no provision for these
thousands of employees in Michigan, and indeed, many thousands who would
be affected at the state and local level throughout the nation.

We, in Michigan, appreciate the Federal concern to assist the poor, disadvan-
taged people, and therefore, the concept of H.R. 1 is acceptable. However, our
Michigan experiences these past few years dictates that we express to you a
rather selfish concern for those employees who have been involved in the field
of social service or social welfare through most of their work experience. Our
concern is related to the inequities that 'come mostly through the implementa-
tion of "wide sweeping changes" or merger of governmental activities from city
to county and county to state, and now, under H.R. 1, from state to Federal
control.

Whenever there is a merger or take-over from one governmental agency to
another it creates a genuine concern on the part of all the employees involved.
I am certain that you have heard previously many of these concerns are stimu-
lated because of lack of communication, definition and unanswered questions
that could have a profound effect on all employees from the lowest to the highest
level positions. Some of these questions are as follow:

1. Would the intent and purpose of H.R. 1 to help the unemployed conceivably
have the reverse effect by removing employees from the payroll thereby having
them become recipients under the new program rather than employees with
great expertise who had administered assistance under existing programs?

2. What guarantee does one have for job security if and when the bill passes?
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3. What salary rate will be set for the various classes of Michigan state em-
ployees? If the Federal classification that is comparable to a specific state is
at a lower rate of pay would the state employee have to suffer a loss by being
placed at a lower rate?

4. What will happen to the fringe benefits, such as annual leave, sick leave
and retirement?

5. What happens to the employee with many years of seniority?
6. What happens to the Michigan Civil Service employees who are presently

covered by social security?
7. Most importantly, will there be a provision for a merit promotion ladder,

if these employees are federalized?
We feel that these are genuine, Justifiable concerns, since to repeat, H.R. 1

as reported from the House does not make any provision for transfer for the
affected employees at the state and local level.

We are very mindful of the fact that Congress has become aware of these
anxieties because of the amendment that has been offered by Senator Ribicoff;
amendment No. 559 to H.R. 1. With respect to this amendment we would like
to make certain observations:

Reference is made specifically to Section 2173 of that amendment and which
provides that; "fair and equitable arrangements shall be made, as determined
by the Secretary of Labor, to protect the interests of all employees of any State
or political subdivision thereof who presently perform such functions. Such
arrangements shall include provisions, not inconsistent with law, necessary to
protect individual employees against a worsening of their positions with respect
to their employment and to assure compensation and benefits at levels not less
than those applicable to such employees immediately prior to the effective date
of this Act, or in the case of an agreement between the Secretary and any State,
immediately prior to the effective date of the agreement, including provisions
necessary to-

"(A) Preserve rights, privileges, and benefits (including continuation of pen-
sion rights, credits, and benefits) under collective-bargaining agreements, or
otherwise, in effect on the effective date of this Act or such agreement;

"(B) Continue collective-bargaining rights;
"(C) To aid terminated employees in obtaining employment by the Secretary

or the State or a political subdivision thereof of employees, including assurance
of priority periods of employment by the State or reemployment for employees
subsequently terminated or laid off and crediting periods of employment, and

"(D) Provide paid training or retraining programs to assist in carrying out
the purposes of this Act."

Some may feel that the above provisions adequately protects the interests of
State and local public employees who would be affected. We agree and support,
the areas of employee concern outlined in the amendment and believe that sim-
ilar provision should be incorporated in every program or plan where a transfer
of administration takes place. However, we believe the proposal has fault in
that it anticipates the termination of current state and local public employees,
and limits the Federal concern to aiding terminated employees in obtaining
employment thereafter. This, you will note is the substance of subparagraph (C)
listed above.

The Michigan State Employees Association therefore urges the Congress to
provide the pattern for proper employee protection by rewriting above subpara-
graph (C) to guarantee that no employee shall be terminated as the result of
transfer to Federal administration of the functions now being administered by
state and local Jurisdictions and that any change in the work force shall be
accomplished by attrition, voluntary employee decisions or new work assign-
ments only after paid training or retraining programs have adequately fitted
the affected employee.

We are also aware that the Department of Health, Education and Welfare,
working with the United States Civil Service Commission, has proposed amend-
ments to Section 507 of H.R. 1 in the Senate, which would provide for the orderly
transfer of many employees of state and local public assistance programs. One
very serious question remains unanswered that relates to the fact the proposed
amendment offered by the Department of Health, Education and Welfare and
the United States Civil Service Commission, indicates that the Federal govern-
ment would expect to offer to MANY (emphasis supplied) employees of state
and local public assistance programs the appropriate Jobs in the administration
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of Federal assistance programs which the pending bill would create. However,
this still leaves us with the frustration that all of the affected employees would
not be provided for.

Also, under the sick leave portion of the D.H.E.W. amendment a person going
from state to Federal service can carry sick leave over but cannot use the
carry-over until after Federal sick leave has been used. Prior state employ-
ees will not be allowed to pick up their accumulated state sick leave if they have
been on an authorized leave of absence. The existing Federal employees can,
after a leave of absence, pick up all of their sick leave. This, of course, creates
dual standards. It is our position that state employees who become Federal
employees should- enjoy the same rights and privileges. Special consideration
should be given in all areas to state employees because this is an involuntary
transfer. After all, the state employees did not choose to become a Federal
employee.

Continuing under the D.H.E.W. and U.S.C.S.C. amendment concerning retire-
ment, the amendment provides for a $10.00 monthly increase in retirement. This
will, of course, again, create dual standards. The retirement provision should
provide that employees receive full retirement benefits computed on the highest
annual compensation received during a period of 5 consecutive years. If this
is not done it would be possible for a person to lose 50% of the retirement
benefits he would have received if he had continued service with the state.

We, of course, again support the efforts of the Department of Health, Educa-
tion and Welfare and the United States Civil Service Commission in attempting
to provide protection for many of the employees that would be affected.

We would 'respectfully recommend that the Committee seriously consider the
latest suggestion of Senator Ribicoff (as we understand it) that a vastly reduced
pilot program be initiated to see just how this type of legislation would work.
It is our feeling that through this approach, proper planning, staffing, cost and
other experiences could be accumulated and analyzed on a small scale so that
appropriate amendments might be made to correct any deficiencies before embark-
ing on a large nationwide program of federalization.

We appreciate the concern that Congress has expressed over the years in pro-
viding for job protection in the public and private sector and we are confident
that once the concerns of the state and local employees have been received by the
Congress that they will not take action without giving the affected employees
every consideration and protection that the Federal government should morally
provide.

In closing, the Michigan State Employees Association has a responsibility and
a well-deserved reputation for fighting for employee rights in a true merit system
and we pledge our support, to this distinguished committee and to the Congress
in achieving equity for all affected employees and in particular for the four thou-
sand plus members of the Michigan State Employees Association.

We wish to thank the committee for the opportunity to present our views on this
most significant legislation.

Respectfully, LAWvRENCE A. PICHt.,

President, Michigan State Employees Association.

ST. ELIZABETH'S HOSPITAL,
Brighton, Mass., February 1, 1972.

Senator GAYLORD NELSON,
Senate Ojffoe Building,
Washington, D.C.

DEa SENATOR NELSON: I am writing in support of your efforts to extend
the authorization for the Maternal and Infant Care and the Children and Youth
Programs. I think it is essential that this authorization be extended for at
least five years. In our program we are providing care for mothers and children
for whom there are no other medical esources in the community. We emphasize
preventative care and feel we have resources particularly suitable for families
with multiple problems. It is unrealistic to think that even if a national health
plan were authorized within the next year that it could be quickly implemented
to the extent necessary to provide the kind of care now being offered by our,
and other, M.I.C. and C & Y Programs. Once again families in the communities
served by these programs would be without adequate care.
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Your efforts on behalf of these programs are appreciated both by our staffs
and the community.

Sincerely yours,
JOHN H. GOULD, M.D.,

Coordinator, M.LC.---C. J Y. Programs.

STATEMENT OF THE NATIONAL ASSOCIATION OF INDEPENDENT INSURERS, IN REGARD

To ITS PosITION ON NATIONAL HEALTH CARE (INCLUDING S. 1376)

The National Association of Independent Insurers is a voluntary national trade
association of some 533 insurers * of all types, both stock and non-stock, whose
membership provides a representative cross-section of the casualty and fire in-
surance business in America. Our companies, which have long been recognized
as the most competitive and progressive segment of the fire-casualty insurance
business, have continued to expand the voluntary market availability of auto-
mobile insurance at a faster rate than the rate of increase in new vehicle regis-
tration, so that currently they are serving more than half the insured motorists
in the country.

Despite our overriding interest in the property and casualty insurance field,
we still view the matter of National Health legislation as crucial. There can
be no doubt that any programs which deal with the delivery of health care will
directly affect the manner in which automobile accident victims are compensated.
Thus, the interest of the NAII is a most direct and profound one.

To be most acceptable to public demands and responsive to public needs,
the NAIl endorses a National Health program which:

Makes medical services available to all citizens regardless of financial
status;

Controls the cost of medical care;
Produces the highest degree of utilization of medical facilities;
Retains the financing of health services to the maximum extent possible

through the existing private insurance Industry mechanisms, under
regulation;

Eliminates wasteful duplication, inefficiencies, and inequitables;
Preserves automobile insurers as the primary carrier for the compensation

of automobile accident victims.
This statement will address itself principally to the latter three objectives.

RETAIN FINANCING OF HEALTH SERVICES THROUGH EXISTING PRIVATE INSURANCE
INDUSTRY MECHANISMS UNDER THE STATE REGULATORY SYSTEM

Consistent with our traditional position that the public Is best served through
private industry operating in a highly competitive market, we express the con-
viction that the private insurance segment has proved itself wortl.y and quali-
fied to provide the basic financial protection required of those in need of medical
care. In the final analysis the highest expertise, the available servicing and claims
handling facilities, and the machinery to provide effective coordination between
the provider of services and the consumer of these services reposes with the
health insurance industry. Any National Health Insurance program should maxi-
mize its role and confine the role of government to responsibilities which the
private insurance Industry cannot assume, such as providing social welfare
benefits for the medically indigent.

Also, consistent with our traditional position, we urge that responsibility for
regulation of the private health insurance business should remain with the state
insurance departments which possess both the staff resources and expertise to
perform this function without superimposing an unnecessary and unwarranted
level of federal control.

ELIMINATION OF WASTEFUL DUPLICATION, INEFFICIENCIES AND INEQUITIES

A study of the testimony before various congressional, state, and industry Com-
mitttes will disclose that no one seriously questions the desirability of avoiding

$354 members and 179 subscribers to our statistical services.
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duplication of medical benefits. Health insurers have sought to achieve this objec-
tive among themselves through the incorporation of policy language providing
for the "coordination of benefits". More importantly, in several jurisdictions in
which local laws would permit, many accident and health insurers have pro-
vided for and successfully pursued a right of subrogation in those instances in
which the injury for which benefits have been paid resulted from the negligent
conduct of a third party. To the extent that this is accomplished, the cost of the
loss has been properly shifted away from the innocent victim to the responsible
party, and equity has been achieved.

The desirability of achieving this equity has not eluded the U.S. Congress in its
past considerations of compensation programs. Various federally-legislated pro-
grams, including Title XIX of the Social Security Act (Medicaid) and the Fed-
cral Employees Liability Act, provide for recoupment from the negligent party
causing the injury for which benefits have been paid.

In connection with National Health programs and their relationship to pro-
grams providing compensation for accident victims, it has on occasion been sug-
gested that this loss shifting creates inefficiencies within the system. Perhaps
this contention would be more persuasive If total compenation evolved from one
program alone. But such is not the case:

Many health insurance plans provide inside limits, specified deductibles
and/or co-insurance features, which ultimately will be lost to the accident
victim unless he pursues a claim against an automobile insurer;

The disability features, i.e., wage loss (and in some programs Intangible
first party recoveries beyond wage loss) will only be compensated from
another source or sources;

Under the prevailing automobile accident reparations system and many
"no-fault" proposals, the recovery for pain and suffering is retained and must
be pursued under a separate system;

Damage to property and to vehicles must also be pursued from a separate
source.

Thus, less confusion and greater efficiency and convenience will be actually
achieved by keeping the entire cost of compensating automobile accident victims
within one benefit system. A fair analysis of the characteristics of both health
and automobile insurance highly favors the auto system as the most viable and
effective method by which to accomplish these objectives.

Equally important, the efficiencies and equities produced through non-duplica-
tion further highlight the desirability of preserving the automobile insurer as
the primary source of benefits for auto accident victims.

PRESERVATION OF AUTOMOBILE INSURERS AS THE PRIMARY CARRIER FOR
COMPENSATING ACCIDENT VICTIMS

The legislative experiences in Massachusetts, Delaware. Florida, and Illinois
attests to the fact that "no-fault" insurance laws. regardless of how struc-
tured are upon us. A recent study by the NAII staff. which disclosed that
no less than 29 state legislatures convening in 1972 will deliberate auto repara-
tions reforms, further attests to the fact that the laws heretofore enacted are
not the exceptions but the rule. Therefore, our continued concern for efficiency
and convenience is necessary. Partially for the reasoDs heretofore stated, re-
taining the automobile insurer as the primary source of these benefits is essen-
tial. But there are other reasons equally important:

(1) The no-fault laws now enacted and virtually all proposals that are being
seriously considered provide for the conditions of entitlement and amount
of benefits that may be recovered beyond mere economic loss. These losses
involve pain and suffering and Inconvenience and the amount allowed is in re-
lation to the medical expenses incurred. With this proprietary interest that the
automobile insurer has, insurers would continue to provide effective and eco-
nomical medical compensation.

(2) Motoring serves a utilitarian function or a pleasure-producing function.
or both, for those who engage in it. But it likewise saddles serious hazards
and burdens on our society in the form of deaths, injuries, noise, traffic con-
gestion, air pollution, and consumption of natural resources. Sound public policy
dictates that to the fullest extent possible those who engage in an inherently
dangerous or socially burdensome pursuit should bear the full costs of that
pursuit-including the costs of all attendant safeguards and measures neces-
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sary to minimize or underwrite the damage it inflicts on others. It would
be unfair and unwise to shift the costs away from those who engage in this
pursuit and thereby subsidize it through either tax dollars or health insurance
premiums paid by the non-motoring citizen.

(3) Keeping the full costs of motoring squarely on the shoulders of those
participating in it also provides at least one form of disincentive against un-
reasonable over-use. Over-use of the automobile by some citizens already creates
serious problems in America-such as the worsening congestion of our inner
cities and arterial highways by the glut of commuter-driven cars, which could
and should be replaced by mass transportation. To shift a major portion of auto
accident losses from auto accident losses from auto insurance to national health
insurance is a step in the wrong direction. This would compound both the
traffic congestion problem and the safety problem.

In summary, therefore, the NAII respectfully urges the Committee to view
with caution any suggestions that duplication can only be avoided through the
relegation of automobile insurance to an excess or a secondary position. Not
only is the avoidance of duplication possible, which retaining auto insurance as
the primary source of benefit recovery, but for the reasons herein stated it is
most desirable.

CONCLUSION

There are a few issues relating to social legislation exceeding the significance
which Congressional action in the health care field will have on our nation. The
fate of a pluralistic private financing system; the preservation of state regula-
tion in some, if not all, insurance matters; the role of automobile insurance-
its preservation or potential demise; the economic impact on the taxpayers
and insurance buyers are all inexorably entwined with the final disposition
of this vital question.

In the area of reparations reform we have constantly urged cautious delibera-
tion and evaluation. With the same reasoning we urge this premise in the Com-
mittee's deliberations for a responsive and permanent health care program. With-
out exercising this caution, a rash decision might very well create a national
crisis which is-irrevocable. To safeguard against this potential, NAII respectfully
urges a coordinated program preserving the private insurance industry which
would assure the highest efficiency through retention of the automobile insurers
in their traditional role as primary auto injury insurer.

LEIIIoH VALLEY COMMITTEE AGAINST HEALTH FRAUD, INC.,
Allento vn, Pa., February 15, 1972.

SENATE FINANCE COMMITTEE,
New Senate Ofce Building,
Washington, D.C.

DEAR SIRS: We are an Independent, non-profit corporation with 35 lay and
professional members. We oppose chiropractic inclusion in Medicare for the
following reasons:

1. Chiropractic theory is false. When used as a basis for practice, it presents
a public health hazard.

2. Chiropractic education is inadequate for the proper diagnosis of diseases.
3. Chiropractic full spinal x-rays ("spinographs") are used primarily for

"window dressing" and are a radiation hazard.
4. Federal Insurance programs which tried chiropractic coverage experience

widespread claim abuse.
5. Prior chiropractic testimony to the Senate Finance Committee contained in-

accurate statements.
6. Deception is an integral rather than an incidental part of the chiropractic

system.
7. It is unfair to force taxpayers to subsidize this system until its flagrant

deficiencies have been eliminated.
These are strong statements, but detailed evidence to support them is attached.

We appreciate your kind consideration of our material.
Sincerely, H. WILLIAM GRoss, D.D.S.,

President.
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EXHIBIT A

THE SCOPE OF CHIIROPRACTIC

Most chiropractors are themselves confused about the nature of disease,
healing, what they do and why some of their patients feel better.

Some chiropractors confine themselves to musculoskeletal disorders which
can respond to massage and other techniques of physical therapy. Others treat
everything from colds to cancer. In 1968, a U.S. Dept. of Health, Education and
Welfare panel collected information from chiropractic schools and organizations.
H.E.W. concluded that the majority of chiropractors were treating a wide
variety of diseases, including ulcers, deficiency anemia, tonsillitis, impaired
hearing, chronic heart condition and gall-bladder disease. Although this data
came from official chiropractic sources, official chiropractic maintains that the
H.E.W. study is invalid because the panel was "biased".

The Parker Chiropractic Research Foundation has charted more than 40
categories of diseases which it claims chiropractors are treating (Exhibit A-i).
According to Parker (Exhibit A-2) these statistics are a "compilation" of data
from the national chiropractic organizations plus several thousand members
of the Parker foundation. This chart has been widely circulated by chiropractors.
Some use it on their office cards. Local and state chiropractic organizations use
it in newspaper advertisements.

Chiropractors and chiropractic organizations also advertise various forms
of spinal pictures, claiming that they can treat almost the full gamut of disease
(Exhibits A-3, D-l). Yet when questioned, many chiropractors claim that only
"other chiropractors" do this, that they confine themselves only to legitimate
chiropractic problems. Chiropractors also say that they "do not treat diseases,
only spinal misalignments which cause certain disease processes". The two
national chiropractic organizations also disagree as to the proper scope of
chiropractic.

Out side investigators are thus confronted with a maze of contradiction and
doubletalk. We believe that most chiropractors are themselves confused about
the nature of disease and healing processes. Nor do they understand the rela-
tionship between what chiropractors do and why some of their patients feel
better.
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This'chart is included only to illustrairclains as to the scope of chiropractic. Chiropractic
"compilations" of' this type are usually not reliable Pr statistical purposes.

A,1

CHIROPRACTIC RESEARCH CHART
All statistics used in this chart are based upon studies reported by the Chiropractic Research
Foundation of the Natiopal Chiropractic Association, the Committee on Research of the Inter-
national Chiropractors Association, and Parker Chiropractic Research Foundation..., These
.reports represent the results obtained under chiropractic care for a large variety of chronic
conditions. The vast majority of these cases had also been previously diagnosed and treated
by practitioners other than chiropractors.
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THE PARKER CHKIROPRACTIC RESEARCH FOUNDATION, INC.,
Fort Worth, Tcxr., A ugu8t 6, 1971.

DEAR First, I want to apologize for the long delay in answering
your letter, but Just about the timue that It arrived we were in stages of prepara-
tion for our Homecoming where we bad nearly 1,700 people in attendance. I
hope that we are not too late to contribute at least information to your project.

Second. I want to congratulate you on considering chiropractic as a career.
In answer to your several questions, I amt going to refer you to the American

Chiropractic Association, 2200 Grand Aven it,, Des 'Moines, Iowa 50312 for in-
formation relative to the chiropractic research foundation of the national Chiro-
practic association. The NCA is nowv known as the American Chiropractic Asso-
ciation. In answer to your second question relative to the ICA, I'll refer you to
them. Their address is 741 Brady Street, Davenport, Iowa 52803.

The Parker Chiropractic Research Foundation is an organization which en-
gages in research both on a technical and on a business basis and disseminates
this information through Seminars conducted six times each year in Dallas,
Texas.

CHANT OF EFFECTS OF SPINAL MIS5ALIGNMENTS A-3

Every area of the body is controlled by nerves. The normal function of these nerves
can be disturbed by misalignments of the vertebrae causing the disease conditions
shown below-
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For further explanation of the disease conditions shown above, and
information about those not shown, ask your Doctor of Chiropractic.
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In answer to your next question, I will have to be a little general. Our research
has been going on for nearly twenty years and it is done throughout the United
States and Canada, and in several foreign countries, with the help and coopera-
tion of our members. I think this answers your fifth question as well.

As to the chart that you sent, the percentage figures on this chart are what you
might call a compilation of percentages gleaned from sources such as eighteen
chiropractic clinics in the State of Texas that were originally operated by Dr.
Parker and added to by the findings of both of the national associations that you
mentioned earlier, and brought up to date from reports from our screral thou-
sand in m bers.

EXHIBIT B

CHIROPRACTIC EDUCATION

We'e agree with the 1968 H.E.W. report which concluded that "chiro-
practic education does not prepare its practitioners to make adequate
diagnoses or to provide appropriate treatment".

In 10. the Stanford Research Institute published a study which included in-
spection of two chiropractic schools. They noted that although certain scientific
subjects were part of the academic program, the school libraries and laboratories
(id not appear to be in actual use.

In 1966. the A.M.A. Dept. of Investigation studies chiropractic school cata-
logues and found that less than half of their faculty members had recognized
college degrees. Thus, teachers of basic science subjects (lid not appear to have
proper expertise to teach these subjects. Our Committee's review of catalogues
in 1970 found the faculty composition essentially unchanged.

Recently, most chirmpractlh schools have affiliated with other colleges for basic
sclen('e (lasses. This will not cause a dranati( increase in the quality of ('hiro-
lorat'ti( training, however, basic science courses merely prepare one for the study
of disease. They do not prepare one to make diagnoses or l)res.ribe treatment.
Moreover, no presently practicing .hlropmractor vent through such a program.

We agree with the H.E.W. that chiropractic education does not prepare its
practitioners to make adequate .9iagnoses or l)rovide appropriate treatment.
Chiropractors should not be licensed to nmke diagnoses or provide primary health
care. Rather, those who ('an adla)t to scientific thinking should be retrained as
physical therapists to work under the supervision of qualified physicians.

EXHIBIT C

CHIROPRACTIC SALESMANSHIP

('iiropractie promotion includes dptbious methods.

The Parker Chiropractic Research Foundation has developed a sales approach
for chiropractors. Its founder. I)r. .Janes Parker, estimates that more than 10,000
chiropractors and their assistants have attended his practie-lmihidlg seminars.
Journalist Ralph Lei, ,Smith, who attended the (course a few years ago, do.u?
mente(! its nature in the June 196,1 issue of Today's Health Magazine (Exhibit
C-l).

Smith describes how thc-,(urse Is built around a 335-page Textbook of Offce
Procedure and Practier Buildihig fin, the Chiropractic Profession. Parker's Sum-
mary of How to ('onduct An Effective Consultation" on page 134 states:

* .. From the time the telephone rings until the time you ,Mtart the examina-
tion, You are working toward one goal: "Mr. Jone., there is mst definitely some-
thing iwrong with llonr spin that could absolutely be causing almost all, if not
ezery bit of yiouir trouble."

Parker's techniques incline:
1. Offer "free consultation" (pp. 61-3) but lead patient into "examination"

which costs him money 1p. 75).
2. The "yet disease" (Exhibit C-1, p. 3).
3. "Digving for chronicity" ( Exhibit C-1, p. 3).
4. "One adjustment for each year of age of the average chronic patient is a

rough thumbnail guide of what people will willingly accept and pay for."
(p. 148-149).
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5. "If In doubt about the payment or the return of the patient, take only the
smaller X-rays on the first visit but ostensibly X-ray fully." (p. 127).

In spite of these dubious methods, Dr. Parker is a welcome lecturer at chiro-
practic schools. When one of us merely requested a catalogue from Texas Chiro-
practic College, the school gave his name to Dr. Parker. Parker's letter of en-
couragement mentions that chiropractors often reap incomes of "$50,000 to $75,-
000 and even $100,000 annually . . ." (Exhibit C-2).

Dr. Parker is thus not only sanctioned, but is highly respected by the chiro-
p~ractic system. [From Today's Health, June 1968]

A GOLDEN TOUCH FOR CHIROPRACTORS

(By Ralph Lee Smith)

Our writer takes the world's leading "success course" for chiro-
practors. He learns to "open the trap door," initiate the "yet dis-
ease," and "dig for chronicity." Graduates may be proving the
methods in your community.

"Give your patients the impression that you're busy and prosperous. When I
was in practice I would sometimes go into another room, dial my own number,
come back to my desk, answer the phone, and pretend to talk to another patient
while a real patient sat there. Sometimes I would have relatives come and sit in
my reception room-patients would think they were other patients. If a salesman
showed up I would keel) him waiting in the reception room for a while-same
reason. Also, you can study a patient's records with a flashlight in an adjoining
broom closet, then walk in with them as if you were coming in from Room 86 of
your 'suite!'"

The speaker was James V. Parker, one of the most successful chiropractors
in the United States-a shrewd, earthy man, a born story teller, and a person
of tireless energy. He has the revivalist preacher's gift for holding an audience
for hours, permitting his voice to gain in spee and rise in pitch and dramatic
Intensity, then suddenly lowering it to make point, start another subject, or,
tell an unexpected deadpan joke. Also, like malzy a backwoods preacher of leg-
end, he is perfectly at ease urging his audience to love their fellow men wfile
slyly encouraging then to exploit these same fellow creatures from here to
breakfast.

Parker has the King Midas touch. The creator of a chain of 18 thriving chiro-
practic clinics in Texas, he has grossed millions of dollars while spending over
half a million on advertising and public relations. After making one fortune
from ill persons he is making another from his fellow chiropractors. His project
seems to be nothing less than turning the entire chiropractic profession into an
army of smooth-talking merchants. I -have seen James W. Parker in action;
I have seen how chiropractors have responded; and I think he is likely to succeed.

Parker has set up a little enterprise called the Parker School of Professional
Success. This. in turn, is a division of another Parker creation, the Parker
Chiropractic Research Foundation. The scientific-sounding name of this latter
organization looks good on diplomas, plaques, and the like.

Finally, there is a third organization, Share International, which uses the
offices and personnel of the other two. Share International is the sales arn of
the operation, providing chiropractors with materials for putting the Parker
system into operation in their own practice. It issues a mail-order catalog, and
also sets up shop and sells its wares during the three-day seminars in "practice
building" that Parker holds six times a year, usually at the headquarters of the
three enterprises in the Hotel Texas in Fort Worth. Six thousand chiropractors
and their assistants have attended one or more of the seminars (the 1960 census
showed only 14,360 chiropractors in the entire country), and more flock to Fort
Worth as each new one is held.

The Parker seminars may represent a decision on the part of chiropractic to
turn to super-salesmanship for survival in atscientiflc age that has revealed its
theory about the cause and cure of disease to be a quaint medical fairy tale.

Chiropractic is the last unchanged, widely practiced survivor of numerous
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therapy cults such as naturopathy and magnetic healing that sprang up in the
19th century. It was invented by (n uneducated and partlaly illiterate grocer
of Davenport, Iowa, named Daniel David Palmer. Palmer seemed to think tbat
the great secret of the ages-the cause and cure of human disease-had been
vouchsafed to him and him alone.

Illness, he said, is caused by slight nisalignments, called sublu~ations, in the
vertebrae of the spine. These subluxations supposedly pinch the nerves that
leave the spinal cord to various parts of the body, impairing the flow of "nerve
force" on which health depends. To cure disease, he claimed, one simply forced
the straying vertebrae back into place by a manual pressure on the backbone
called a "chiropractic adjustment." After a series of such adjustments the malaise
would disappear.

Of course, science now knows that the causes of most diseases and the correct
methods for treating and curing them bear no resemblance to the Davenport
grocer's naive dream. Modern research has failed to find any evidence for the
kind of nerve Impingements that chiropractors claim occur so frequently, and
has failed to show any relationship between such alleged impingements and the
cause or cure of most illness. (See "Chiropractic: Science or Swindle?" by Ralph
Lee Smith, Today'8 Health, May 1965.) The vast majority of health problems are
clearly unrelated to malfunction of the spinal nerves because they are so obvi-
ously caused by physical injuries like fractures, chemical injuries from poisons
and drugs, infections and infestations, dietary deprivation, crowding, poor hy-
giene, tumors, degenerative diseases, and reproductive malfunctioning.

I was therefore fascinated to know what was being said and done at the
Parker seminars, which have been widely advertised in chiropractic journals.
The fee for attending the three-day course is $250. I sent it in, calling myself "Dr.
Lee Smith, Chiropractor." There are directories of licensed chiropractors, and
I am not listed in them since I am not a chiropractor' but a journalist. But my
registration was accepted without question.

When I checked in at the seminar registration desk in the Hotel Texas an
attractive girl smiled and handed me a handsome split-cowhide briefcase with
"Dr. Lee Smith" stamped on the side in gold. Inside was a sample packet of
materials available from Share International, and a 336-page multigraphed soft-
cover book called Textbook of Office Procedure and Practice Building for the
Chiropraotio Profe8ilo. The seminar, I soon learned, is built around this re-
markable book.

More than 200 chiropractors and their assistants were in attendance when
Parker, a man of medium height with black hair, a burr haircut, black horn-
rimmed glasses, and a neat, small mustache, wearing a badge that said simply
"Dr. Jim," stepped to the rostrum to begin the first session at one p.m.

"At these sessions," he said, "I intend to teach you all the gimmicks, gadgets,
and gizmos that can be used to get new patients . . . Thinking, feeling, acting
determine the amount of money you will take to the bank . . . Remember, en-
thuslasm is the yeast that raises the dough."

The afternoon and evening sessions were devoted to "Success Philosophy."
Tt turned out that, when It comes to love, the hippies have nothing on Jim
Parker. To succeed, the Textbook says, the chiropractor must "LLL: Lather
Love Lavishly! !" "When you meet a new patient," Parker explained, "you can
push a button. You can push the LLL button, the love button. It's like a light
bulb that you switch on. When you meet a new patient, LLL him in. When
you do this, you disarm a patient who has developed sales resistance."

However, like the hippies, Parker finds some people more lovable than others.
An unlovable type from the chiropractor's point of view is a person with an
acute Illness. The course, says the Textbook, "is designed to make you a 'D.C.'-
'Doctor of Chronics' rather than a Doctor of Acutes." "You'll make a lot more
money," Parker explained.

But what if the patient comes in with acute, rather than chronic, symptoms?.
The chiropractor's task, Parker said, Is to try to discover that the symptoms
are "an acute flareup of a chronic condition," and to convince the patient that
this is so.

During thiq and succeeding sessions many subjects were covered, Including:
how to advertise for patients (chiropractors can buy mats from Share Inter-
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national for whole series of newspaper ads) ; how to get patients to refer other
patients; how to answer the questions of people who doubt the validity of
chiropractic treatment (a dual technique is used-frighten people away from
scientific medical treatment by alleging that its methods are "deadly," and
claim that such treatment,, with all its dangers, deals only with "the symptoms"
of disease, while chiropractic attacks and eliminates the "true cause") ; when
to give presents to patients and their children and what to give; how to maintain
a mailing list and what literature to send; how to arrange the office suite
("Place Bible in reception room") ; and how to "manage" patients who are
In treatment.

Perhaps the most important topic, however, was the basic procedure for
getting the patient into treatment. As the Tcxtbook neatly summarized It: "From
the time the telephone rings until the time you start the examination, you are
working toward one goal" '31r. Jones, there is most definitely something wrong
with your spine that could absolutely be causing almost all, if not every bit,
of your trouble.'"

The Textbook kicks off the subject with a detailed discussion of telephone
technique, including many sample conversations. "If possible," it says, "the
assistant should handle calls since she can refuse requests for prices and can
praise the doctor and chiropractic with an emphasis not possible for the doctor
himself."

When the chiropractor does get on the line, his job is to get the prospect in.
The bait on the hook is a "free consultation :"

"Q: 'How much do you charge?'
"A: 'There is no charge . . . (pause) .. for the consultation of -the first

visit. This is to determine the cause of your trouble and what should be done
about it.' "

"Tact and diplomacy are necessary," the Textbook notes. "Such sentences as
the following OPEN THE TRAP DOOR:

I certainly understand what you mean when you say you spent so
much money without getting results. We will try hard not to let that happen
when you come here.

"... Your (nice/cultured) voice tells me you are an intelligent (woman/
man) and I am sure once you have made up your mind to try something you
will follow through."

Actually, the Textbook explains, the patient will not learn "the cause of your
trouble and what should be done about it" in the free consultation. Its purpose
is to get the caller into the doctor's office so he can make a complete selling
pitch in person. "The consultation is without cost," says the book, "but the
examination will cost them money."

When the patient comes in, the chiropractor's assistant first secures basic
information including name and address. "Check the patient's address for
incoine status," the Textbook tells the chiropractor (later on the chiropractor
is also to "learn family occupation by developing interest in the family. This
should be done subtly."). The patient is then ushered into the august presence,
where the chiropractor deals with him in a 13-step procedure that leaves nothing
to chance.

As the unsuspecting patient enters, the chiropractor pushes the love button and
lathers him lavishly. While the lather flows the chiropractor seeks to "establish
common bond" through such links as "fraternal Jewelry, children, similar reli-
gious affiliations."

"What would you like me to do for you?" he then asks. His moves now, ac-
cording to the Textbook, are:

"(1) Eye contact; (2) Lean forward; (3) Hands on desk, or one hand on
edge of desk and other at side; (4) When patient begins to answer, you can lean
back In chair and listen attentively with arms and legs uncrossed."

Now comes the nitty-gritty. First, the "Yet Disease." "If the patient has a
pain in his left shoulder," Doctor Parker said, "Ask, 'Has the pain started in your
right shoulder yet?' Use it when you must instill a sufficient amount of fear to
get the patient to take chiropractic."

The next step is to "dig for chronocity." The ciropractor puts an elaborate
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series of questions to the patient that suggest or imply that the condition is
chronic. "How long has it been since you really felt good?" the practitioner
murmurs gently. ("I make $10,000 a year on that one, easy," a chiropractor sit-
ting next to me whispered in my ear.)

With the verbal digging completed and chronicity unearthed, the chiroprac-
tor moves on to "Connect up affected parts (pain) with the area of treatment
(spin) "-that is, to tell the patient that his condition stems from spinal sub-
luxations. Having done this, the chiropractor is then to "restate information (or
acquire additional information) which may prove useful later on to explain
limited results, or to excuse you from getting results expected." As a final step
he releases some more lather to "establish LLL principle in patient's mind." At
this point, says the Textbook, "most patients are ready to proceed."

With the fish on the line, the chiropractor is told to "lean back," make "eye
contact," and reel him in with a speech that Parker calls "the assumptive close."
It goes like this:

"'Mr. Jones, at this point we can be sure of one thing-if you are not a chiro-.
practic case, chiropractic will never help you. If you are a chiropractic
case, nothing else will ever help you, so our first Job is to determine
whether or not you are a chiropractic case. We have had a number of similar
cases in the past, and have found that the first thing to do is conduct a thorough
(chiropractic) examination, including x-rays, laboratory tests, a physical exami-
nation, orthopedic and neurological tests, and whatever else might be indicated,
depending upon what we find. If you are ready, we can begin your examination
right now.' OR 'When would you like to start this examination?' OR 'Come with
me.'"

If the fish wriggles, the chiropractor plays him carefully. The Textbook pro-
vides answers the chiropractor can give to every imaginable patient objection or
reservation.

If the patient is still balky, the chiropractor offers a "preliminary examina-
tion." Beginning where the patient feels pain, he touches the afflicted parts, then
says something like, "There doesn't seem to be anything wrong with the arm
itself ... let's trace the nerves back to the spine and check there." When this
has been done, Doctor Parker suggested that the chiropractor can say, "Oh, here
it is. Why didn't we look here first. I'm glad we found the trouble here, because
this is my specialty." During the process, said Doctor Parker, the chiropractor
can "ask leading questions" and "use little comments and innuendoes, such as
'Hmm. I don't like that.'"

Now the chiropractor pulls out all the stops. "Build fear of more serious trou-
ble, if necessary," the book says. "Proceed to make a serious statement followed
by a hopeful statement, which would cover the full scale of patient feeling and
emotion, as follows: 'Mrs. Brown, it's possible this could be the beginning of
something serious. Let's see if chiropractic can help. It wouldn't make you mad
if we (stopped this pain/made a new back] for you, would it?'"

If Mrs. Brown still doesn't see what is good for her, she gets both barrels
between the eyes. "Do you feel there could be a tumor or perhaps cancer causing
these nerves to act up?" the chiropractor asks. Having raised such specters, the
chiropractor sits back and lets Mrs. Brown's fears do the rest. "Put the problem of
making decisions on the patient's shoulders," the book says.

No human extremity is out of bounds for the sales pitch. "In terminal cases,"
the book states, "mention 'a miracle of nature has often occurred.' "

While tightening the screws, the chiropractor simultaneously keeps a sharp
eye peeled for "the green light." Sooner or later, the books says, it comes.

The netted fish is then examined and x-rayed. "If in doubt about the payment
or the return of the patient," the Textbook suggests, "take only the smaller
x-rays on the first visit but ostensibly x-ray frlly."

When the examination is completed the doctor is told to collect for it on the
spot. "That will be $27.50 for today," he Is told to say. "Will that be cash or
check?" "Begin writing receipt," the book continues. "Don't look up."

To take care of cases in which the chiropractor has unwisely extended credit,
he can purchase from Share International a handsome wall certificate stating
that he is a member of "State Credit Association," and a bookful of collection
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forms of graduated degrees of severity and threat, all bearing the heading "State
Credit Association." No address for this Associadon is given on either the wall
certificate or the forms, and the forms all say "MAKE YOUR PAYMENTS DI-
RECT TO THE CREDITOR." It is, of course, the chiropractor himself who mails
them out.

On the patient's next visit the chiropractor, who has relaxed and is back to
lathering, hands the patient a document entitled "Confidential Report of Chiro-
practic Examination and Recommendations," which consists of six sheets and a
blue cover. Chiropractors purchase them from Share International. "Our exami.
nation has now been completed," it says. "In your particular case, we have found
definite misalignments in your SPINE resulting in a disturbed nervous system.
Therefore, you are a case for chiropractic."

The "Report" explains the chiropractic theory of disease, and adds that "the
nervous system is the master system which controls all other systems of the
entire body, including the glandular, reproductive, digestive, eliminative, respira-
tory, and circulatory." I

"They couldn't possille have a condition not covered here," Doctor Parker
observed.

The "Report" sets for the chiropractor's "analysis of the patients illness
("analysis" was a word frequently used in the seminar: the laws of some states
do not permit chiropractors to "diagnose" illness), together with a recommended
number of visits for adjustments, a price for the series, and an offer of a discount
if the patient pays the full sum in advance.

The Textbook adds some comments intended for the chiropractors eyes only.
However, the b9ok observes, there is no reason for the chiropractor to be unduly
modest in his expectations: "Chiropractors should keep in mind that many truck
drivers, carpenters, electricians, conductors, steel workers, and radio repairmen
earn more than $12,000 annually,"

After the final session, members of the seminar attended a farewell dinner.
There Doctor Parker gave each of us a handsome diploma from the Parker
Chiropractic Research Foundation, stating that we had "completed the prescribed
course of study at the Parker Chiropractic Research Seminar." (Actually, not
only did we do no research but no one was required to "complete" any course of
study, since no attendance was taken at any of the sessions.) Those wishing to do
so could also Join the Foundation for $10 a year and receive a second Item-an
impressive black-and-silver membership plaque.

I talked to many chiropractors during the three days of lectures. Their re-
sponse to the seminar was overwhelmingly enthusiastic. Over half those in at-
tendance wore blue badges showing that they had attended previous seminars and
had come back for more. A chiropractor from Ohio told me that he had been at-
tending the seminars since 1959: by applying Parker's methods he had built his
practice from $25,000 to $100,000 a year. Another said that this Was his 18th
seminar. "After the first one my income went up from $2000 to $4000 a month,"
he said. He is also now near the $100,00 mark. A third didn't give figures but
summarized his situation with graphic simplicity. "We have gone," he said,
"from rags to riches."

TEE PARKER CIRoPRAcTic RESEARCH FOUNDATION,
Fort Worth, Tex.

DEAR "FuTuRE" DOCTOR OF CHIROPRACTIC: You probably will be surprised to
receive a letter from this Chiropractic Foundation addressing you as a "future"
Doctor of Chiropractic. However, here is the way it happened and why it is
happening:

Last May I delivered the graduation and banquet address at the Texas Chiro-
practic College, 5912 Spencer Highway, Pasadena, Texas. At that time I had
an opportunity to talk at length with the college president, Dr. W. D. Harper.
I explained to him that we in this Foundation, being in the nist of research
and helping the field practitioners, have observed that there is a great shortage
of chiropractors in the field. I asked Dr. Harper what we could do to help to
encourage interested, dedicated and qualified men and women study to become
Doctors of Chiropractic.
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He advised me that he had a list of several hundred who had either inquired
of the college about the possibilities of entering the Texas Chiropractic College,
or whose name had been sent in to the college by some doctor who felt that you
would make a fine professional man or woman. I asked for that list so that I
might write to you to encourage you to seriously consider taking such a step.

Chiropractic is growing by leaps and bounds. The wide range of ailments and
illnesses that are achieving results through chiropractic care is ever increasing.
Sick people just get well through chiropractic, and that is a fact! As a result
of this situation, most Doctors of Chiropractic have more than they can do.
There is a great need for new doctors to enter this worthy profession.

Truly, there is no profession, no career, no vocation nor avocation that one
could enter in Lhe 1970's that could be nearly as rewarding as to become a
Doctor of Chiropractic.

Because they get results, often times miraculous results, because they work
with the natural healing power of the body, chiropractors are beseiged with
patients from every walk of life seeking help. As a natural result, Doctors of
Chiropractic reap compensations in income that often reach into $50,000 to
$75,000 and even $100,000 annually, without much difficulty. We see this happen-
ing every day, with advanced and modern methods of achieving real and lasting
results.

I am wondering if you are still interested in taking up chiropractic as a career?
If you are, this Foundation would like to forward to you some additional mate-
rial and suggestions for your consideration. Sick people need more chiropractors
badly. If you are interested in becoming a Doctor of Chiropractic, I would be
pleaded to have you use the enclosed postage-paid envelope and write me your
present interests, your age, your educational background, and any. questions
that you might have in this regard. As soon as I hear from you, I will send you
some material for your further consideration.

Thank you for your interest.Sincerely, JAMES.W. PARKER, D.C., P. C.

EXHIBIT D

Ohiropractore greatly exaggerate what they can do.

ADVETSINO

More than 25% of chiropractors in our area advertise in violation of the rules
of the Pennsylvania Board of Chiropractic Examiners. Some mislead and greatly
exaggerate what chiropractors can do (Exhibit D-1). Non-advertising chiro-
practors also benefit from this publicity.

Advertising copy may be purchased from the Parker organization;. (Exhibit
D-2). In one type, the chiropractor simply inserts his name, thus appearing to
have treated a patient whose case history has been described in the ad.

Most health professionals feel it is unethical to advertise. Some non-advertising
chiropractors agree, but do not take simply steps which we believe would dis-
courage their colleagues' advertising. It is estimated that 10 to 20 percent of
U.S. chiropractors advertise.

We believe that advertising, where it is legal, io an integral part of chiropractic
practice. Unfortunately, many newspapers which accept these ads suppress news
which is unfavorable to chiropractic.
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WHAT HEALTH PROBLEMS
DO CHIROPRACTORS
TREAT?

discussin fire-types of health problems that the Chriroctic
prfenion hiocdles. we must first state that ib.th srJ

dIS they o re a'sod today, 1 1 whc o7flevW 
Cw:Ar ac is P*doesn'tma ta 1r of oKr IFF11,117

wig our method. is does mean that no matter what the
disease may be. if i t eslts from disploced spinal nertebrae
isterfening with normal nerve function, the only permanent relief to

Ibe hoped foe must come from Chiropractic odjustmenls.

Vesien a person go,% sick, Ollho-gh it may be ttes staoach,
intestines, liner, gall bladder, kidneys, heart. lungs or any other
port of the body, it is mail likely that thre first cawse is mschoniCol
displacements of segments at the spinal colum. Gostritis, cois *i-
potion, etbof,8c.. ore toiture of fuinction and the chief c~as
list ip daga anlvreae interfering with norml nor

Chifiroars do not prescrib medicie, In our opinion, it is for
morie imrportant to trace tho nerves ottectod, deormeine whers the
Interference lits in the spine and then to od~vit the spinle, to correct
the causer of the problems. Adjustments correct abijormot spines.
restore body tone and posture and remove the couse of nerve
interference. Whent it is remembered thot your nerve energy is
Nature's rejuvenating power and heeling agent, it becomes ob-
nioust whry Ctroproctic gets such splendid results.

CHIROPRACTIC4A MODERN WAY TO HEALTH
Sponsored as a Public Service to Creole a Better Understanding

of the Science of Chiropractic.

UNION6 VALLEY CHIROPRACTIC SOCIETY ov~)
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REDUCE SUSCEPTIBILITY...

INCREASE YOUR
RESISTANCE TO FLU!

Sme pepe are suscepublet to IUness because their
Zealtmeet ia low.

h should endeasvor to ratse their resistance and
thus lower Ohir suscepubity to siess.

We force must be abut off before the body Is sus-
Vepdble. spd reslstate ia lowered In proportion to the
depee in wbkh lite force is shut off.

Cblrolrsctic Principle
Clsriprctlc tseches that sub-normal resistance is

doe to Lick of funetitaal Impulses sent out over nerves
because a etebra Is out if alignment and press;ng on

2 11M Impulses emas te from the brain, are trans-
'skied dawn the main cable, called she %pinil celr, and
bribess out to AU parts of the body

W en these vertebrae get out of alignineni, they in.
larm with nerves and Impair function.

The seserlty of illness depends upon the dcgrre to
W" Ie We forte i shut oft by a vertebra iniparing

New Ckiropractic Help
Ch l practors ielp the body to increase resistance

aM Ieae susceptib l ty by adjusting the misaligned
saea tbbr hereby releadtalg ee Imprisoned life impulse.

McKItM
OSEOPRATIS CLINIC

1967 W. Union Blvd.
k lthem 0 865-2010.

I. block east of Almort. Daily 9 ,l-
to 12 a.m. and 4 to I p.m. Thurs.
day 9 to 12 a.m., Saturday 8 to14. o0m

SPORTELLI e5~e b
DR. R. A.

KINSEY

Cihuk' CHIROPRACTOR
Cow ow 25th a Birdh Its. Estee

01A 25t.3449
C theeeche fsmeh Uneedee

This Pennsylvania Chiropractor's
ad matches that offered for sale
(Exhibit D-2) by the Parker
organization.

YOU CAN'T WISH
YOURSELF WELL

ar Dr. It. F. mrKia
Many people slay half sick

and half well nearly all the time,
grunting along and wishing for

If wishes were horse
beggars would ride." as the old
saying goes. If you ore siek you
have to have hopei, faith and

aaove all, a desire to get well Dr. H. . McKim
--a desire strong enough ,o CUIROOACT0

rnbke you investigate EIVRY possibility.
On the other hand, many people slay slck be.

cause they are confused, or become disgusted whet
everything they try fails to help.

We find the average sufferer has been dlagnosdf,
treated or operoted, and steered from one specialist to
aor other, only to find that as one aliment Is patched
up, trouble starts somewhere else.

It is discouraging when you spend-y6ur time and
money in a sincere effort to get well and yet rethij
seems to help. Things lose their importance and
be:ormes miseroblel

It is difficult to be a good wife, mother, father,
husband, son, daughter or grandparent when sick
end mistrablo.

While such chronic cases are always a challenge,
It is a much greater thrill and gives us more confi.
denc to watch these unfortunates take a new lease
on life, once we untangle their scrambled nerve lines,
allowing Nature to restore normal function and heal.
thousands of successful case histories ore at file that
are proof positive evidence that sick people get well
under chiropractic care - many times after other
methods fail.

Each week we offer a message of hope to dis.
souroged sick folks by writing about how many regain
their health at the McKim Chiropractic Center. But
we can't help YOU unless you give us the opportunity.

Does it give you courage to learn thott ed
ail.*, ,,,, ,, !sixty. recoartd from hn--"d'e,

i aeslon. to unta, shoulder bursitis and traces

arthritis thot shaod been suffering for years. No.
164. Perhaps the dramatic and grateful recovery of
excruciating pain from a slipped disc and scatic leg

Chins experienced by b fyntr In he. .IBut Or
perhaps the rod recovery ofmu in vetiroght' ous suffering pitifully from on act IWrosh proc-
t1cally all over her tiny body. or mA h Ot-sx
and seventh a; old brother and 4= 0 rec vie I
almost overnight Team/l svre WAQnd high tom.
perature will excite loU-I iatin 9

Chiropractic may be your answer, too. $-it you
can't just WISH for it - you must inviastigatitl Do It

today. Further delay, may make it worse. Besides,
what have you got to lose except your ill health?
al0 0 4 win of arrell 4" we Sa. 011 am

eweto IelA eM- I a e w~,w wu ft 1
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EXHIBIT E

"A nightmare of catastrophic proportions."

FEDERAL INSURANCE PLAN EXPERINCES

Four federal employee groups included chiropractic coverage in their health
plans in 1960 but dropped it in 1966 because of claim abuses:

(1) National Association of Letter Carriers (Exhibits E-1, E-2, E-3, E-4).
(2) Rural Carrier Benefit Plan (Exhibit E-5).
(3) Maintenance Employees Benefit Plan.
(4) Motor Vehicle Employees Plan.

Dr. Charles Homes, medical consultant to the Letter Carriers, described its
experience as a "nightmare of catastrophic proportions . . . while supposed to
limit . . to conditions of the spine, they were treating every disease known to
man (Exhibit E-2)." This included measles, mumps, ulcer, cancer, mental disease
and bedwetting. All were supposed to be caused by displaced ("Subluxated")
spinal bones. The radiologist who examined 300 sets of x-rays found most of them
to be of inferior quality and "unfit for diagnostic purposes". He also raised the
question of radiation hazard. Even chiropractic officials who reviewed these
x-rays could not locate the subluxations reported by the chiropractors who had
submitted them (Exhibit E-4).

In our opinion, the Letter Carrier experience demonstrates that the chiro-
practic spinograph has little or no diagnostic value and presents a radiation
hazard.

John W. Emeigh, administrator of the other three plans, described their
chiropractic experience as "very adverse" (Exhibit E-5). Many treatments and
x-rays were Judged to be unnecessary. In some cases, "treatments were provided
on the same day for as many as five members of a family".

NATIONAL ASSOCIATION OF LETTER CARRIERS,
Washington, D.C., September 1, 1970.

Dr. STEPHEN BARRETT,
Allentown, Pa.

DEAR DOCTOR BARRETT: I am sending copies of some of the outlandish bills
we have received from Chiropractors prior to our severing our coverage of them.
It was a tremendous relief to get rid of them because the Presidents of the two
chiropractor Associations were unable to keep their members in line even with
the most stringent orders and other means within their power.

Our investigation was limited to our Plan alone.
I sincerely hope you can succeed in preventing their gaining recognition. Dr.

Cole's report shows their inability to take diagnostic x-rays and to read them.
I hope the material I am sending will help.

Respectifully yours,
CHARLES K. HOLMES, M.D.

Medical Consultant.

APRIL 6, 1970.
The experience of The National Association of Letter Carriers while coy ,ring

the services of Chiropractors was a nightmare of catastrophic proportions. The
reasons were simple:

1. While supposed to limit Chiropractic to conditions of the spine, namely
subluxations of the vertebrae with impingement of the nerves causing dis-
function and therefore disease, were treating every disease known tb man.

2. Their diagnoses included Measles, Mumps, Cardiac disease, Duodenal Ulcer,
Tumors, Cancer of the Prostate, Mental Disease, Nocturnal Eneuresis, Gyneco-
logical conditions, Arthritis and a host of others, all supposed to result from
claimed subluxations of a vertebra.

8. The x-rays submitted were of such inferior quality that Doctor Wallace
Cole, a Roentgenolist from the Washington Clinic who reviewed our films found
over fifty percent totally unfit for any diagnostic purpose. He reviewed over
300 sets of films and found only one subluxation. I am enclosing a copy of his
report.
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I am also enclosing copies of some of the more extravagent claims. In June
1965 we dis-allowed claims amounting to $1,412.00; in July $2,359.00 and August
$2,619.00.

Doctor Louis 0. Gearhart, D.C. was Director of Professional Affairs of the
American Chiropractic Association and I found him most co-operative and can
say the same for Doctor L. W. Rutherford, D.C. who was President of the Inter-
national Chiropractic Association.

As a result we held conferences with both the American and International
Associations and coverage of Chiropractors was cancelled.

Respectfully yours,
CHARLES K. HOLMES, M.D.,

Medical Consultant.

WASHINGTON CLINIC,
Washington, D.C., Augu8t 6, 1965.

Dr. CHARLES K. HOLMES,
Medical Con8ultant, National As8ociation of Letter Carriers,
Washington, D.C.

DEAR DOCTOR HOLMES: I have reviewed two-hundred sets of x-ray films since
August 27, 1964 and with two exceptions, the films were taken by chiropractors,
chiropractic clinics or x-ray laboratories. The x-ray laboratories sent films from
the New York City area.

A large majority of the submitted films were of poor quality and had limited
diagnostic value. Some of the films, however, were of good technical quality. The
defects in the film quality can be summarized as follows:

1. The positioning of the patient was not good, resulting in distortion. This
was most common in films of the base of the skull and cervical spine.

2. A large number of films were over-exposed, resulting in a dark or black film.
This type of error results in films of very limited diagnostic value.

3. The processing of the films has been poor, resulting In multiple artifacts.
4. A large number of films were not dated, lacked a number for identification

and had no marking as to left or right.
5. In a large number of cases, insufficient films were taken. The lateral projec-

tion of the spine is absolutely essential to correctly evaluate the presence of any
disease process. In the majority of cases such lateral films were not taken.

6. There were many full-length films of the spine taken on a long film in the
A.P. projection only. This produces an impressive looking film but in my opinion
has limited value.

7. The usual over-exposed film submitted raises the question of excessive radi-
ation to the patient; this could be determined by a monitoring system.

In many cases I was completely unable to offer an opinion as to the presence
or absence of disease. It Is absolutely essential to have good films correctly posi-
tioned and processed to determine an abnormality of the skeletal system.

There were two cases in which a barium enema was done. Both of these exami-
nations were unsatisfactory due to poor preparation of the patient for this diffi-
cult examination.

Sincerely yours, WILLIAM S. COLE, M.D.,

Radiologist, Washington Clinic,
D.A.B.R.

REPORT OF DIRECTOR, HEALTH INSURANCE

(By James P. Deely)

To the Offcers and Delegates of the Forty-Fifth National Convention held at
Detroit, Mich., August 14-20, 1966. Greetings:

I take pride in submitting to you the financial reports of the N.A.L.C. Health
Benefits Plun for the years ended December 31, 1964 and December 31, 1965.

The reports show that the Plan is not making tremendous profits. They also
show that the Plan is not accumulating extremely large reserves which would
tend to make a balance sheet look good. Above all, however, they do show that
the Plan is financially keeping its head above water.
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It has always been the intention of your Board of Officers to formulate
premium rates at amounts within the budget of a Letter Carrier which would
allow the payment of adequate comprehensive benefits and establish reserves.
I firmly believe that we have done just that.

(This is a report of the experience of the National Association of Letter
Carriers with chiropractic insurance coverage, explaining why it was discon-
tinued because of abuses by chiropractors.)

CHIROPRACTORS

Our Actuaries opposed the inclusion of a "Chiropractor" in our definition of
a "doctor" when the Plan was established in 1960. In an effort to make available
as many practioners as possible, we persuaded our professional consultants to
accept our point of view. Chiropractic was recognized.

Almost from the inception of the program we encountered trouble with chiro-
practic claims. Expenses were submitted for X-rays that could not be inter-
preted, due to the poor technical quality of the films; claims were iade for
treatment of measles, mumps, heart trouble, mental retardation, female disorders
and sundry other ailments. None of these conditions has any medical relationship
to vertebrae subluxations or spinalmisalignments.

For the contract term beginning November 1, 1964, clarifying language relat-
ing to chiropractic was put in our brochure. The new language °was not a change
in benefits; it simply clarified the benefits allowable. Recognition of chiropractic
was never intended to cover any expenses beyond spinal adjustments by hands of
vertebral subluxations or misalignments. As is the case in all other types of
claims, the Plan -reserved the right to require X-rays to demonstrate the pres-
ence of the diagnosis.

In the interim, the problem became worse instead of better.
Early in December of 1964, several other employee organizations suggested we

join them in a meeting with the national officers of the two major Chiropractic
groups. On December 8-9, 1964, we did participate in a conference with leaders
of The American Chiropractic Association and the International Chiropractors
Association.

This meeting developed the interesting and significant fact that our problems
with chiropractic were identical to those of the other participating plans.

After a frank and complete review of the situation, both associations issued
bulletins to their respective membership. It is doubtful if anyone of the employee
representatives could express the problem more clearly or succinctly than did
the two Chiropractic associations.

The bulletin of the American Chiropractic Association stated:
"We were invited to the meeting to impress upon us the urgency and the

need for adequate cost control to counteract the many claims abuses by members
of our profession. We are amazed at the number of fantastic claims and cases
which were shown to us to Justify the urgency of the situation."

The International Chiropractors Association reported:
"It Is no secret that most insurance carrier complaints stem from three major

abuses: (1) Excessive charges; (2) Practices beyond analysis, X-ray and spinal
adjustment, and (3) Prolonged care and excessive office calls."

The leaders of both ACA and ICA made repeated efforts to impress upon their
membership the gravity of the situation, and the need to halt and prevent further
abuses of insurance benefits. For reasons I cannot explain, these efforts produced
no discernible improvement.

By mid-1965, we were convinced that It would be a greater disservice to our
member to continue recognition of chiropractors than to eliminate them from our
contract. If recognition continued, and the abuses also continued, the inevitable
result would be financial disaster for many of our members. That is to say, some
chiropractors would continue to furnish treatment for services not covered under
the contract which, in turn, would result In the member literally "holding the
bag" for incurred expenses that were not insurable, although the chiropractor
would have every right to expect payment from the patient.

In commenting on this subject, one fact should be emphasized. It is a matter of
record that we not only engaged the professional services of disinterested medical
consultants to interpret X-rays in dispute, but we also made the same X-rays
(and related claim data) available to representatives of both chiropractic groups.
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One incident will dramatize the problem confronting me as Director of our
Plan.

At our invitation, representatives oNoth ACA and ICA met in our office with
one of the most reputable radiologists NI the area, whom we had engaged on a
temporary consultant basis.

Our doctor (medical) presented 20 sets ofTX-rays that had been submitted by
chiropractors. Each film was purported to skow a subluxation; in several in-
stances, four to six subluxations had been diag osed in a single X-ray.

One after another, each film was placed in We view box. The chiropractic
representatives including a radiologist of their on selection, were Invited to
point out the subluxations. Not a single one was i ntified. Nor did the chiro-
practic representatives offer a solitary comment. t a

Effective January 1, 1966, the brochure was amended tdetete a "Chiropractor"
in the Plan's definition of a "doctor."

/- RURAL CARRIEia BENEFIT PLAN,
/ Washington, D.C., January 20, 1978.

STEPH BAnETT, M.D., I
Chal Iri, Board of Director8, Lchigh Valley Committee Again8t Health Fraud,

,ine. Allentown, P'a.
DEA BARETT. This is to comment relative to the providing of chiropractic

coverag in the health plan sponsored by the National RurqlA.etter Carriers' Asso-
cp tion. This plan-The Rural Carrier Benefit Plan--u'fd provide chiropractic
*verag during the period July 1960 through December 1960. Chiropractic cbver-'
la e wa dropped as of January 1, 1967 and is now specifically listed as one of
tkee ex sions.

The flowing was the coverage provided for, chiropractic !services in the ,i'lan:
"Th Plan will pay benefits for services of a chiropractor oily for spinal adjust-

ments hands and spinal x-rays to determine the presencet or absence of Verte-
bral s l tonss or misalignments." I

We ia very adverse experience in connection with the providing of chiro-
i'le in the Plan. The coverage was limited, as noted above, however

thks l imitt. n was frequently not understood by our insureds. This resulted In
nulenrous , lms being submitted for treatment which did not fall within the
cove age p' vided by the Plan and there were many expenses which involved
treatment f - medically diagnosed illnesses. There were many expenses for x-rays
which we hu to question in order to establish that they were necessary services.
*We alo exp ienced many cases of abuse where an individual received a treatment
every day o Aery other day for extended periods of time. There were a number
of i'ses wh'1rtreatments were provided on the same day for as many as 5 mem-

oers of a fa ly.
Our insurds did not understand the limited coverage; and likewise, they did

,ngt underst. nd the necessity for invoking the test of "reasonable and necessary"
it determnining benefits allowed for the coverage which was provided.

In discussing our administrative problems with other Federal health plans,
it was learned that we were all experiencing the same type of difficulty. We
attempted to utilize the services of the major chiropractic associations in an
effort to minimize the problem areas involved. We received fine cooperation
from the International Chiropractic Association; but, there was little meaning-
ful as. tance, in connection with our problem as we saw it, from the American
Chiropractic Association.

A series of meetings were held during the calendar year 1965 which Involved
the partiipation of administrators from Federal Plans and officers and repre-
sentatives of the Chiropractic Associations. It became quite obvious that our
efforts were not going to result in a resolution of the problems we were exper-
iencing. The difficulty we were having with our insured members because they
thought they had coverage which the Plan could frequently not provide, coupled
with the overall administrative problems Involved, caused us to propose the
deletion of chiropractic coverage in the Plan.

I trust this brief review of the problem will provide th, information you are
seeking.

Sincerely yours,
JOHN W. E TOH, Director.

BEST AVAILABLE COPY
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EXHIBIT F

Ohdopraotio ofliolaio gave itnaooura tea tmony.

1970 SENATE VINANWE COMMITTEE HEARINGS

William S. Day, D.C., President of the Internatiolial Chiropractors Associa-
tion and State Senator from the State of Washington, represented his organiza-
tion. Senate Finance Committee Chairman Russell B. Long questioned him
closely about the scope of chiropractic. Dr. Day stated clearly (Exhibit F-1)
that migraine headaches, ulcers, hepatitis, deficiency anemia and several other
diseases were outside the legitimate scope of chiropractic.

Using an I.C.A. Directory, we seut letters to 222 members of his organiza-
tion asking if they treated and would accept a new patient with migraine,
ulcers and/or hepatitis. Almost all of the 182 who replied said yes. Two replies
(Exhibits F-2 and F-8) provide an interesting contract. While one Kentucky

-chiropractor was saying that "Chiropractic offers the safest and best health
care for hepatitis", another (one of the few who said "No.") indicated that
Kentucky communicable disease laws would prevent him from accepting a pure
hepatitis case.

Dr. Day was accompanied by John Q. Thaxton, D.C., a former President of
the International Chiropractors Association, who was greeted as a "staunch
friend" by Senator Clinton B. Anderson of New Mexico. Dr. Thaxton, who sat
by silently while Dr. Day said chiropractors do not treat migraine, has adver-
tised jnlgraine treatment in a New Mexico newspaper (Exhibit. F-4). Other
chiropractors have advertised that "chiropractic is almost a specific for
migraine . .."
HLAINos BEFOau THE COMMITTEE ON FINANCE, U.S. SENATE, NINETY-FIRS T

CONOREs, SECOND SESSION ON H.R. 17550

AN ACT TO AMEND THE SOCIAL SECURITY AOT, SEPTEMBER 14, 16, 16, i7, AND 21, 1970

Page 574:
Chairman LoN....
Now, the medical profession says that your profession claims that it can treat

all sorts of things for which it can do no good whatever, that the time that is
spent is wasted, and that in some cases there is a risk to the person's life.

Here is an HEW report on the things that they have severe doubts that a chiro-
practor can do much about, some of which I am sure you would contend he can do
something- about. Here is the percentage of chiropractors that they say are re-
port~ivg to be treating these conditions: headaches. I take it that you contend that
a chiropractor can help a headache.

Dr. DAY. First, let me state categorically that the chiropractor does not claim
to be able to cure all conditions. Now as fo certain types of headaches. In fact we
are very successful oi many types of headaches.

The CHARMaAN. How about migraine?
Dr. DAY. Migraine?
The OHA.RM az. Yes.
Dr. DAY. No.
Page 575:
The CHAIRMAN. You don't treat ulcers?
Dr. DAY. No, qir.
The CHAIRMAN. Well, this report says 76 percent of chiropractors report they

are treating ulcers.
Now, this is Health, Education, and Welfare reporting to us. How about dex

ficient-
Dr. DAY. I don't know where they got those figures, Senator.
Page 576:
The CHAIRMAN. What about hepatitis?
Dr. DAY. Hepatitis is an infectious disease. We would refer this to a physician.
The CHAIRMAN. According to this report, 32 percent of chiropractors reported

treating hepatitis.
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Dr. DAY. Senator, this particular report you referred to again had 22 or 23
people on the committee. Twenty-two of them were either medical doctors or
medically oriented. There was no chiropractor on the study committee. The spe-
cial technical committee was made up of eight people, five of whom were medical
doctors. So the report, I say, is an erroneous report.

EXHIBIT G

Bowling Green, Ky., July 7, 1971.
DEAR SIR: Thank you for your letter dated July 3rd. Yes, I take care of

cases like yours, and Chiropractic offers the safest and best health care for
hepatitis, as well as many other conditions.

When you get to Bowling Green, please call me, and I will arrange an ap-
pointment for you.

Looking forward to having an opportunity to help you, I remain
Yours truly,

L. K. CAUsEY, D.C., Ph. C.

HUDSON CHIROPRACTIC OFFICES,
Madieonville, Ky., July 7,1971.

DEA: Thank you for your letter of inquiry concerning the future care of
your condition.

The laws of the Commonwealth of Kentucky as pertaining to Chiropractic
require that all infectious or communicable diseases be reported to the state or
local departments of health for treatment.

As your condition may fall in this classification under state law I would be
unable to accept your case solely on the basis of being able to treat hepatitis.

Sincerely,
Oman E. HUDsoN, Jr., D.C.

WHICH IS RIGHT?

DR. DAY'S STATEMENT

Dr. DAY. First, let me state categorically that the chiropractor does not claim
to be able to cure all conditions. Now as to certain types of headaches. In fact
we are very successful on many types of headaches.

The CHA RMAN. How about migraine?
Dr. DAY. Migraine?
The CHAIRMAN. Yes.
Dr. DAY. No.

Or Dr. Thaxton's ad

HEADACHE HAS A BASIC CAUSE

A headache is a nerve condition which usually results from pressure caused
by abnormalities or misalignment in the neck part of the spinal cord. Many of the
most severe headache conditions, including migraine, begin with a dull ache in
the back of the neck, which proves that the basic cause of the headache is a
nerve disturbance in this region.

In any headache condition, may we recommend that a careful examination be
made of the patient's spine and nervous system to determine the basic under-
lying cause of the trouble so that correction can be made as early as possible.

Dr. Thaxton I and Dr. Crume, Chiropractors. Complete Chiropractic X-Ray
Service, Raton Realty Bldg., Ph. 445-9282, Raton, N. Mex.

Dr. Thaxton is past president of the International Chiropractors Association.
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Or Dr. McKim's ad

"Ohropractio is almota spoofo for migraie. . .

Is YOUR H AoHE MIoRAINE?.

- DR. H. F. MOKIM

Is Migraine or "Sick Headache" upsetting you? Freqilently, you feel wonder-
ful between those excruciating attacks. As time passes you may notice circulatory
or digestive disturbances or a dull headache or a stage of extreme well-being pre-
eedinig these attacks. You notice a severe pain of a sharp shooting character
localizing mostly in either the frontal, temporal or occipital portion of one side
of the head. Further attacks seem to be getting more frequent and more severe.
You may notice intolerance to light and sound, incapability of mental exertion
and nausea.

Chiropractic is almost a specific for migraine in that it searches for and re-
moves the cause.

If your headache seems to be migraine consult your Chiropractor. Remove
the cause and end those torturing pains.

CHIRORAOTOR8 DEMONSTRATE WHY CHOPRAOTIO COVERAGE CAN BE EXTREMELY
COSTLY

"If you were to come into my offi e I wo dn't even want to know what's wrong
with you"l.

Dr. Parker suggest that chiropractors recommend to patients only as many
adjustments as they can afford (Exhibit C-1). We shudder at the prospect of
his 10,000 disciples using the medicare allowance to determine the "necessary"
number of adjustments. We are also alarmed at the chart whxch Dr. Parker
claims is a-summary of experience with more than 250,000 chiropractic patients
(Exhibit G-1). Treatment for the "100 most covjmon ailments" averaged more
than 35 adjustments each!

It is not unusual for chiropractors to enter contracts whereby patients pay
large sums in advance for 50 or more adjustments. A New Jersey chiropractor
tried to use such a plan to finance the opening of his office (Exhibit G-2) !

Nor is it unusual for a patient to be x-rayed frequently. A 3-page bill submitted
by a Nazareth, Pa. chiropractor to a local insurance company demonstrates seven
sets of x-rays of the same region during a one year period (Exhibit G-8). This
chiropractor was President of his local society in 1970.

On May 16, 1971, Chiropractor Reginald Gold gave a public talk (Exhibit G-4)
which we recorded. He was introduced-as "one of the country's leadingauthori-
ties on chiropractic", as President of the Representative Assembly of the Inter-
national Chiropractors Association and as a lecturer on the faculty of three
chiropractice schools. Among his statements were the following:

"Chiropractors don't cure diseases. Now I'll tell you something else. They
don't even treat diseases If you were to come into my office, I wouldn't want to
know what's wrong with you. I wouldn't want to know what your symptoms are.
I would want to do one thing. I'd like to examine your spine-even if you feel
healthy, I want to find every place within your body where some nerve is pinched
off and correct that pinched off nerve...

".. I. would like to examine your spine now and regularly from this point
on, fit or well, because there is no way you can tell when one of these bones is
misaligned. I'm a chiropractor and I can't tell when I have a subluxation! So,
you know what I do? Three times every single week of my life I have another
chiropractor check iiW ny e . . .

"Now I know it's not practical for you to see a chiropractor three times a week
for the rest of your lfe....

".... Talk to your chiropractor about family maintenance care meaning you,
your spouse and all the kids, regularly, one a week for life."
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TEN IMPORTANT CALCULATIONS on approximately ONE FOURTH MILLION CASES
receiving over 10,000,000 CHIROPRACTIC ADJUSTMENTS for the most frequent ONE
HUNDRED CONDITIONS. Prepared by the Parker Chiropractic Research Foundation.

AV. AV. Av.
Av. Av. . Adj. Days Days X-ray

Age of Dur.of Prey. Cases No. Req. Under Req. &
Patient Cond. Med. Ac- of or ca. Chiro. for ea. Other No

CONDITION (Yrs.) (Yrs.) Care ceptej SAdJ. r. Ex. Care Yr. Ex. Exams X-ray

Awls 17.4 4.2 88.2 92.1 28.2 6.8 76.3 18.9 85.4 58.6
Adenoids 11.2 6.1 87.2 90.3 26.0 4.3 74.0 12.1 85.8 56.9
Allergies 23.5 7.4 84.6 92.3 50.1 6.7 140.5 19.0 87.2 59.8
Antmer 38.0 9.4 93.8 88, 3  s 5.9 156.8 16.6 81.S 56.2
MAIii etbris 49.9 71.0 93.4 86.2 4.6 93.8 13.4 73.9 59.6
Anorexia 27.1 5.3 80.9 83.1 24.5 4.6 65.5 12.3 66.6 46.8
Ap 34.1 6.6 84.6 94.6 3.4 62.5 9.4 88.5 57.9
Arl51.0 8.5 92.2 89.2. 49.0 5.8 111.7 13.1 73.3 49.7
Asthma 32.9 9.7 95.7 92.3 45.1 4.9 117.9 12.1 80.5 54.9
Bladder Trouble 41.6 6.3 91.2 88.4 31.6 5.3 91.3 14.5 78.2 $4.8
Doug (chronic) 26.7 7.3 93.2 87.2 41.1 5.6 110.3 15.1 83.8 56.3
bronchitis 39.9 10;4 88.1 94.3 28.7 2.8 86.9 8.3 84.2 57.3
Bursitis 46.1 2.8 64.2 96.1 19.5 6.9 49.6 17,7 89.3 61.5
Chorea 19.5 4.2 87.4 88.4 48.3 11.5 132.6 31.5 75.0 51,3
Colds 31.9 8.1 72.4 97.6 24.1 2.9 -68.3 8.4 89.8 60.2
Constipation 42.4 9.8 88.2 98.3 30.2 3.3 95.0 9.6 89.1 62.4
Cystitis 43.9 8.0 73.3 91.7 50.2 6.3 340.6 7. 5 83.4 56.5
Deafness 47.7 9.2 89.5 89.2 33.2 3.6 93.5 10.1 71.9 52.3
Dermatitis 33.8 7.5 85.8 87.1 36.1 5.1 132.0 15.0 76.2 51.3

f51.1 8.1 95.3. 86.2 IL3 6.3 145.8 18.0 77.5 53.2
imorrhea 27.2 5.5 73.3 94.7 Tr.T 3.5 48.6 8.8 86.6 59.2

Dyspnea 39.0 3.2 100.0 96.8 27.5 8.5 77.8 ;4.3 89.5 57.3
Ear Disorders 32.4 4.2 79.9 87.7 38.6 4.4 48.4 11.5 70.0 49,1
9cmema 26.2 6.8 92.3 84.3 42.3 6.2 110.0 14.7 84.6 57.7

Enuresis 9.6 6.0 79.3 92.3 40.6 6.7 107.2 17.9 75.4 52.2 -
23.5 8.2 97.5 86.4 1L.. 9.3 211.5 25.8 79.5 55.4

ivlsrders 26.8 7.3 87.7 87.3 ITZ7 5.8 111.9 15.3 71.5 49.9
Fatigue 45.0 4.6 92.0 93.1 27.6 6.0 78.2 17.0 84.0 56.9
Flatulence 44.6 13.1 80.0 91.2 24.0 2.2 68.1 6.1 76.6 51.8
Febrile Dis. 14.3 4.3 33.3 94.6 6.0 1.4 15.8 3.6 97.0 65.8
OallBLadderDis. 40.9 5.1 90.5 90.3 32.6 6.4 100.5 19.7 80.9 56.7
Gastritis 36.7 6.0 100.0 93.4 32.9 5.5 101.2 16.8 90.3 6Z.1
OenqralWeakness 47.9 5.2 73.9 88.6 46.3 8.9 126.3 24.2 89.0 60.0
Goltre 39.2 10.3 100.0 82.3 43.3 4.2 115.3 13.2 85.7 57.0
HayFever 30.7 10.0 92.2 92.3 41.2 4.1 111.0 11.1 81.6 57.8
Headaches 38.7 7.3 86.1 98.7 9.0 1.2 26.5 3.6 93.2 68.1
Heart Di. 47.9 7.6 89.7 90.6 36.8 4.8 104.2 13.7 74.3 51.3
Hemorrhoids 43.1 9.6 87.0 86.1 50.9 4.8 141.4 14.7 85.4 58.8
HerniatedDiscs 32.6 4.5 83.2 87.3 27.2 6.5 76.4 17.0 88.2 59.3
Herpes Zoster 52.7 12.4 86.7 89.3 33.6 2.8 102.5 8.2 86.7 59.7
HighBloodPressure 54.4 7.8 90.7 88.6 32.1 4.1 96.0 12.3 82.6 58.0
Hives 21.9 5:2 87.5 88.2 32.5 6.2 96.1 10.8 83.3 57.3
Hyoler-Thyroidism 23.9 7.5 100.0 89.1 68.3 9. 1 390.7 25.4 93.8 65. &
Indigeston 42.2 7.9 87.1 96.4 29.2 3.7 89.1 11.3 89.4 62.3
Insomnia 42.6 6.8 90.9 94.6 27.2 4.0 83.3 12.2 81.8 57.5
Iatercostal lPhuralgla 46.1 5.7 60.0 95.3 31.0 -1.9 29.7 5.2 96.7 65.3
Jaundice 34.8 2.9 86.7 84.1 18.1 6.3 42.2 14.5 93.3 64.7
Kidney bisorders 41.3 7.9. 89.1 88.3 43.2 5.5 110.1 14,0 81.9 57t1
Larynitis 39.8 5.7 73.3 93.2 17.1 3.0 48.5 8.5 96.3 66.3
LAver Disorders 46.7 8.3 97.2 87.1 43.9 5.3 113.2 13.6 80., 53.9
LowBloodPressure 42.2 8.5 83.4 94.1 32.3 3.8 95.4 11.2 73.6 52.7
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Av. Av. AV. t
Av. Av.AV. Adj. Days Days X-ray

Age of Dur.of Prey. Cases No. Req. Under Req. &
Patient Cond. Med. Ac. of or ca. Chiro. for ea. Other No

CONDITION (Yrs.) (Yr.) Care cepte Adj. r.Ex. Care Yr. Ex. Exams X-ray

Lumbago 40.7 6.5 74.0 96.7 23.9 3.7 67.2 13.4 87.3 63.5
Lumbo-Sacro-

Iliac Strain 44.8 4.2 56.7 97.6 23.7 5.6 47.5 11.4 86.7 58.2
Menopause 43.4 4.5 86.7 87.1 24.9 5.5 69.9 15.5 73.4 50.9
Menstrual Disorders 29.9 6.6 89.6 94.6 33.1 5.0 98.2 14.9. 81.8 55.4
Mental Disorders 35.1 7.2 88.9 31.3 47.1 6.5 149.3 20.7 72.5 51.3
Migraine 38.0 11.0 92.8 93.6 38.7 3.5 103.4 9.4 86.6 59.1
Muscular

Incoordination 34.7 6.6 86.5 91.0 27.8 4.2 84.6 12.8 78.4 54.8
Mult. Sclerosis - 41.1 6.5 97.6 87.2 6 9.1 169.9 26.1 47.7 15.9
Nafflt "  34.3 8.1 80.0 84.2 0 2.8 61.1 7.5 97.1 66.2
Nephritis 38.7 5.6 86.5 89.2 34.1 6.1 88.5 15.8 83.8 57.9
Nervousness 38.3 7.6 89.9 95.6 35.1 4.1 104.6 13.7 80.8 54,6
Nervous Stomach 46.2 5.3 80.0 93.2 44.7 8.4 116.8 22.0 86.6 58.3
Neuralgia 45.3 6.2 71.1 97.3 21.1 3.4 58.0 9.3 80.1 54.8
Neuritis 48.0 5.6 77.7 98.2 25.2 4.5 71.5 12.8 86.4 59.2
Obesity 37.5 11.8 88.2 82.1' 47.3 4.0 123.6 10.5 62.9 41.3
Pain Shoulder & Back 41.8 5.7 60.7 96.5 22.5 3.9 61.1 10.7 87.5 60.2
Pain Hips & Legs 43.1 4.0 76.9 94.2 19.1 4.8 55.7 13.9 82.1 55.9
PainShoulder-Arms 45.8 4.3 73.0 97.1 33.1 7.9 92.2 21.4 89.2 61.4
Parkinson's Die. 58.6 7.9 95.6 74.1 57.6 7.3 158.2 20.0 52.2 35.1
Palsy 47.3 7.2 97.3 78.4 63.7 8.8 173.3 24.1 56.7 38.4
Paralysis 41.4 6.4 85.4 .73.6 42.8 6.7 111.4 17.4 68.8 45.0
Pleurisy 39.4 4.1 80.0 93.2 24.6 6.0 68.2 16.6 95.0 65.1
!:0211=14 33.2 16.4 93.8 94.1 2".i 1.8* 77.6 4.7* 93.8 64.9

) 11.3 22.5* 41.2 93.6 TT7 1. 5* 45.5 2.00 97.8 80.2
Polio (chronic) 14.8 7.0 86.4 77.2 51.3 7.3 142.7 20.4 71.2 49,5
Prostate Trouble 53.1 9.6 83.4 87.3 42.9 4.7 116.7 12.1 83.7 58,1
Rheumatic Fever 27.0 5.5 92.6 91.2 52.2 4.0 145.9 26.5 96.3 65.3
Rheumatism 49.9 8.S. 85.3 96.1 33.5 .3.9 95.4 11.2 77.2 S1.7
Sciatica 50.7 6.1 78.7 97.2 26.7 4.4 71.3 11.7 85.0 59.1
Sinusitis 39.9 8.8 90.5 93.1, 32.3 3.6 93.5 10.6 83.2 57.3
SpinalCurvature 34.2 6.5 62.9 97.1 30.3 4.6 91.8 14.1 82.9 57.4
StomachDisorder 41.0 8.3 88.3 91.3 31.2 3.8 93.6 11.3 82.5 59.1
§ ! ea r  13.0 6.8 89.3 91.6 8.5 153.8 22.6 80.4 55.9
Ti oeaux 47.4 7.4 84.1 87.2 . 6.2 123.9 16.7 77.3 53.7
TonsilliUs 20.9 4.5 81.1 92.3 23.4 5.2 62.6 13.9 91.9 63.7
TorUcollis 37.0 6.9 53.4 98.6 11.4 1.6 24.1 3.5 93.2 64.6
Ulcers 44.4 7.3 96.4 91,3 46.2 6.4 122.1 16.7 80.2 57.2
Varicose Veins 43.7 7.9 73.0 86.1 32.7 4.1 94.1 11.9 81.0 56.0
Vertigo 44.3 4.7 82.3 94.6 42.1 8.9 115.4 24.5 86.3 59.9
Vomiting 27.6 6.3 100.0 92.1 24.3 3.8 68.9 10.9 86.6 58.8
Children's Acute
Diseases 8.0 6.0* 78.2 93.2 4.1 .7* 6. 0.. 1.04 97.3 82.6

GENERAL DISORDERS OF THE SIX SYSTEMS OF THE BODY
Nervous i 37.9 8.2 91.3 96.2 34.9 4.2 106.3 12.9 90.8 67.3
Circulatory J 48.1 7.9 90.6 91.3 38.1 I 4.8 102.7 13.5 I 75.1 51.3
Glandular i 37.8 9.8 .92.1 87.3 43.2 4.4 112.21 11.4 86.3 61.9
Eliminative 41.3 9.6 88.4 92.1 32.3 3.4 94.11 9.8 87.6 64.3

Muscular 32.1 1 5.3 1 82.31 4.6 1 23.1L, 4.3 1 59.0111' , 91.31 70.1

Overall 1 3. 6.8 1 85.21 89.9 5.2 1 97. 6114.4 1 82.31 55.9

*Days
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ROBEBT M. KUSTAN, D.C.,
North Bergen, N.J., May 19,1971.

I am pleased that you are interested in my offer and hope the following will
answer all of the questions you may have.

For the past two years, I have been working with chiropractors in New York
and New Jersey, on internship if you will, to sharpen my professional ability.
And now, for many reasons, not the least of which is the expense of a professional
education, after six years of study to become a chiropractor, I must turn to my
future patients for assistance.

I need monies to furnish and equip an office in the Allentown-Bethlehem area.
To acquire these funds, I am willing to exchange my services at a reduced fee
for a prepaid, lump sum. A small investment of $725.00 will bring you one full
year of professional, chiropractic treatments. An even smaller amount of $150.00
will give you six months of competent chiropractic therapy. In other words, a
year is based on 100 office visits ($2.75 per), and six months 50 office visits
($3.00 per). There really is no time limit of a year or six months. Your treat-
ments will be counted as 50 or 100. If you are an Invalid requiring strictly house
calls, the cost of your investment will have to be $600.00 for a year or 100 housevisits.

I am sure you already realize the value in health and dollar savings to you.
And I am as anxious to start your health program as you are. You may send
money if you wish but it Is not necessary at present. However, I would like to
know if you are Interested in my offer. After I have located an office, I will require
the fee, prepaid, in order to furnish and equip it.

Yours truly,
A. N. KEmTAN, D.C.

LOQUASTO CLINIC.OF CHIROPRACTIo,
November 28, 1971.

To WHOM THIS MAY CONCERN:
-History: Patient involved in a car accident on October 4, 1970.
Diagnosis: Intervertebral disc syndrome-severe with sciatic neuritis and

paresthesia affecting both lower extremities. With Cervical-brachial plexus
radiculitis and associated paresthesia affecting left arm to hand.

Treatment: Chiropractic spinal adjustments with physical therapy as indicated.
Prognosis: Patient has progressed from the point of walking with crutches

and a cervical collar to a back support and at the present time no support. She
still has limited range of motion and weakness in the lower back, also limited
range of motion in the shoulder and left arm. She Is still presently totally dis-
abled and unable to do her usual duties.
Office visits: 131 at $9 ------------------- ------------ $1, 179. 00

Oct. 6, 7, 8, 9, 12, 14, 15, 16, 22, 26, 30, 1970. -7
Nov. 6, 9, 16, 17, 18, 19, 20, 23, 25, 27, 30, 1970.
Dec. 1, 3, 4, 7t9, 11, 14, 16,18,21, 23,28, 30,31, 1970.
Jan. 2, 4, 7, 8, 11, 13, 15, 18, 19, 20, 22, 25, 26, 27, 29, 1971.
Feb. 1, 2, 3, 5, 8,12, 16, 17, 19, 22, 23, 25, 1971.
Mar. 1, 5, 8, 11, 16, 18, 22, 25, 29, 1971.
Apr. 5, 9, 13, 19, 21, 28, 1971.
May 4, 6, 7, 10, 12, 17, 18, 21, 24, 27, 31, 1971.
June 3, 8, 11, 16, 21, 22, 23, 25, 28, 30, 1971.
July 6, 8, 16, 20, 22, 26, 28,1971.
Aug. 4, 6, 17, 19, 23, 25, 28, 30, 1971.
Sept. 8, 7, 10, 20, 22, 27, 29, 80, 1971.
Oct. 1, 4, 14, 20, 22, 27, 28, 1971.
Nov. 9, 17, 1971.

Weekend calls: 4 at $15 ---------------------------------------- 60.00
Oct. 10,1970, Dec. 26,1970.
Sept. 5, 1971, Oct. 24, 1971.

Consulation, first aid treatment and examination: 1 at $15, Oct. 5,
1970 -------------------------------------------------- 15.00

Neurological and orthopedic examination: 2 at $15, Jan. 25, 1971
and June 28, 1971 ------------------------------------ 0.00

Ice therapy and tapeing: 3 at $3, Jan. 8, 1971, May 7, 1971 and
June 28, 1971 -------------------------------------------- 9.00
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X-ra

X-ra

X-ra

X-ra

X-ri

X-r

X-r

ys: 4 at $10, Oct 9, 1970 -------------------------------- $40.00

1-A to P cervical dorsal -------------------------------- 10.00
1-lateral cervical dorsal --------------------------------- 10. 00
1-A to P lumbosacral ----------------------------------- 10.00
1-lateral lumbosacral ----------------------------------- 10. 00

1-Lateral cervical dorsal: 1 at $7 -------------------------- 7.00
Lys: 4 at $10, Oct. 30, 1971 -------------------------------- 40.00

1-A to P cervical dorsal --------------------------------- 10. 00
I-lateral cervical dorsal --------------------------------- 10.00
1-A to P lumbosacral ----------------------------------- 10.00
1-:-lateral lumbosacral ----------------------------------- 10. 00

Lys; 3 at $10, Dec. 3, 1970 ------------------------------ -- 30.00

1-A to P cervical dorsal --------------------------------- 10.00
1-A to P lumbosacral ----------------------------------- 10.00
I-lateral lumbosacral ----------------------------------- 10. 00

ys; 4 at 10, Mar. 16, 1971 -------------------------------- 40. 00

1-A to P cervical dorsal --------------------------------- 10. 00
1-lateral cervical dorsal --------------------------------- 10. 00
1-A to P lumbosacral ----------------------------------- 10.00
I-lateral lumbosacral ----------------------------------- 10. 00

ys: 4 at $10, May 31, 1971 -------------------------------- 40.00

1-A to P cervical dorsal --------------------------------- 10.00
I-lateral cervical dorsal --------------------------------- 10.00
1-A to P lumbosacral ----------------------------------- 10.00
1-lateral lumbosacral ----------------------------------- 10.00

tys: 4 at $10, July 22, 1971-------------------------------- 40. 00

1-A to P cervical dorsal --------------------------------- 10. 00
1-lateral cervical dorsal..--------------------------------- 10.00
1-A to P lumbosacral ----------------------------------- 10.00
1-lateral lumbosacral ----------------------------------- 10. 00

sys: 2 at $10, Sept. 29, 1971 ------------------------------- 20. 00

1-A to P cervical dorsal --------------------------------- i0. 00
I-A to P lumbosacral ----------------------------------- 10.00

Laboratory (Lehigh Valley Labs, in Allentown, Pa.):
U
B

Repor

rinalysls: 1 at $5 5.00
lood test: 1 at $27.50 ---------------------------------- 27. 50
t of injuries ----------------------------------------- 15.00

Total -------------------------------------------- 1,597.50

CARBON COUNTY CHIROPLR&TIC ASsoCIATION,
Pabnerton, Pa.

DEAa PATIENTS AND FRIENDS: We are happy to announce the forthcoming Public
Forum on "Your Health and Chiropractic".

This Forum will be presented by Dr. Reginald Gold, one of the country's leading
authorvffe on (htropraot.. Dr. Gold is chairman of the Representative Assembly
of the International Chiropractic Association and is a lecturer on the faculty of
three Chiropractic colleges.

Dr. Gold isan outspoken critic of "the inditorlmnnate nee of preeoiiptf drgo"
claiming that much df the drug abuse on our college and high school campuses,
today, is a result of the ready acceptance by the American public of pain killers,



3130

tranquilizers, weight reducing pills and many other commonly used medications.
He says that as long as parents teach, by example, that drugs are a harmless and
acceptable solution to problems, they can hardly be surprised when their young-
sters accept drugs as an easy escape from unpleasant situations.

Such questions as:
1. What is chiropractic?
2. How does the spine and nervous system affect my health?
S. Do all conditions respond to chiropractic?
4. Can children be treated by a chiropractor?
5. How does chiropractic feel about drugs?

will be answered in everyday terms that you can readily understand.
Where-Palmerton Area High School Auditorium (Fireline Road) Palmerton,

Penna.
When-Sunday, May 16, 1971.
Time--3:00-4:00 p.m. (Question and answer period following).
Don't miss this tremendous program. Everyone invited-No admission.

EXHIBIT H

THE LzISLATIVE DiLEMA

Jhiropractora are loensed to treat conitimn beyond the soope of their
abilities.

On one hand, legislators are confronted with overwhelming evidence that
chiropractic Is without scientific validity. On the other hand, many are deluged
with letters from constituents who believe that chiropractors have helped them.

Because most people recover spontaneously, it may be difficult for patients to
judge whether recovery from symptoms was related to their treatment.

We believe that most chiropractors are sincere and personable individuals but
are confused about what they are doing. We recognize that they help some people
with a combination of physical therapy, friendly interest and suggestive reassur-
ance. Licensing laws, enacted to curtail abuses, are now used as a shield: "Since
we are duly licensed, we should be covered by Medicare and other insurance
plans." Present licensing laws do not insure quality health care. Until this is
corrected, it is unfair to make taxpayers subsidise the chiropractic system.

Some legislators have told us that they enjoy back massages from chiropractors
on a regular basis. Some are prone to minimize the significance of the data we
present, on the theory that such abuses are limited to a small minority of "other
chiropractors" which has its counterpart in other health professions.

This report is an attempt to demonstrate that there are very few "other chiro-
practors", and that chiropractic statements to the contrary-are little more than
misleading propaganda. We hope that the United States Congress will not yield
to the political pressure of the well-financed chiropractic lobby.

DEPARTMENT Op HEALTH,
SEMoN OF' HosPITALS & MEDICAL -FAoILITES,

Linoln, Nebr., February 9, 1972.
Hon. RussL B. LoNo,
Ohadrman of the Fnanoe O(gmittee, committee on Fnanoe, U.S. Senate, New

Senate Omoe Building, 0a9%mgto, D.O.
DEAa SNATOR LONG: It is my intent to suggest chAnges in the Social Security

Act which will make it possible for more small facilities in rural areas to par-
tie/pate In programs established under Titles XVIII and XIX and provide some
control on charges for care by reducing the overhead costs of the facility. My
comments cover two points of law:

1. A facility or "a distinct part" as defined inSeton 181 .
2. The determination of reasonable cost as defined in Section 1861 (v) (1)

(A) and (B). - " :. I I
These requirements place compliance with the tehnical 'details. of the Pro-

gram, rather, than the welfare of the patients, as the aas for estabfi g and
maitaining stafling patte s P et care, (Se Attabcment #):

- -t, ,-
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Experience indicates that a long-term care unit, either skilled nursing care,
extended care facility, or Intensive care facility, operates economically and at
a satisfactory professional level when the unit has sixty or more beds. The in-
formation received from many operators in this State is that the sixty-bed capac-
ity is the beginning point for a sound fiscal program for the institution.

It appears to me that H.R. 1 amendments to Section 229, beginning on page
99 of the House bill, emphasizes the "distinct part" requirement. I respectfully
suggest that this action would further militate against a reasonable program
of care in a rural state such as Nebraska. (See Maps Attachment #2)

I respectfully suggest that the requirements put the Government into the de-
tailed supervision of the administration of these various facilities rather than
stipulating the levels of care that the patients are to be provided and methods of
paying for such care. Where many of our institutions in Nebraska have a total
capacity of less than 100 beds to serve the community in either acute care, long-
term care, or both, that the requirement for a "distinct part" is unrealistic,
uneconomical, and is the main reason why many of the smaller institutions
throughout the rural parts of our State have not been able to meet requirements
for participation.

In reference to the determination of reasonable cost as defined in Section 1881
(v.), I respectfully call to your attention that the law provides "such regulations
may provide for determination of the costs of services on a per diem, per unit,
per capita, or other basis, may provide for using different methods in different
circumstances, may provide for the use of estimates of costs of particular items
or services, and may provide for the use of charges or a percentage of charges
where this method reasonably reflects the costs". However, the' requirements of
sentences (A) and (B) restrict the choice provided in the above quoted part by
stipulating the following: "Such regulations shall (A). take into account both
direct and indirect costs of providers of services In order that, under the methods
of determining costs, the costs with respect to Individuals covered by the in-
surance programs established, by this title will not be borne by individuals ]Qot
so covered, and the costs with respect in individuals not so covered will not be
borne by such Insurance programs, and (B) provide for the making of suitable
retroactive corrective adjustments where, for a provider of services for any fiscal
period, the aggregate reimbursement introduced by-the method# of determining
costs proves to be either inadequate or excesevie." The effect of thIs stipulation is
to establish a cost accounting for each "distinct pgrt" and eliminates the possibil-
ity of a "per diem, per unit, per capita, or other basis ..... ". This cost ac-
counting requirement for each. "distinct part" places the facility in hazard to sub-
sequent-audits which might question the distribution of costs for services ren-
dered to any, or all, of the "distinct parts". This has occasioned a considerable
financial burden on a facility providing such services when audits made sub-
sequently take exceptions to such* distribution of costs and require repayment of
funds from the faciilty. For nonprofit institutions this poses an' extreme hazard
to their economic stability. In such instances, there has been no question 6t
the facility providing. the services for which it was paid, only the' distribution
of costs between the "distinct parts". (See Attachment #8 relating to St. Mary's
HIspital In Nebraska City)

Added evidence of floancial difficulty when cost accounting and charging tor
care on a "distinct -part" is given in the auditor's report on Jefferson County
Memorial Hospital, Fairbury, Nebraska. A news clipping indicates other com-
munities are in similar circumstances. (See Attachment #4)

It Is respectfully suggested that the elimination of sentences (A) and (B) Sec-
tion 1861 M,) (1) would permit the establishment of costs for authorized services
on an audited fiat rate cost unit basis. This would make audits meaningful as to
whether services were provided, as charged; not the administrative division of
costs between "distinct parts."

Respectfully submitted.
Vnwr A. PAxGIoRN., Direotor.

72-673 0 -72- Pt. S -- 2
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(Attachment 1]

COMMENTS ON H.R. 1 FROM VERNE A. PANGBORN

Friend, Warren Memorial Hospital "
This hospital in a southeast Nebraska community of 1,069 is attempting to

supply medical services to the community. The hospital has 47 beds all on one
floor. Thirty-eight are in the new section and classified as acute. Nine beds
in the old section could be chronic or convalescent and classified as "skilled" un-
der Medicaid. All 47 beds are served from the same nurses' station.

If only acute level care is provided in all 47 beds, one R.N. on each shift of
each twenty-four hour period will meet the regulation. However, when we classify
the nine beds in the old unit as a "distinct part", another professional person
(R.N. or L.P.N.) must be employed on each shift to meet the regulation.

The facility is now providing a lower level of care in nine of the 47 beds but
must double the R. N. or L. P. N. coverage to meet Tequirements of Medicaid and
which can only be reflected by increased cost without measurable increase in
benefits to the patient.

There is another hospital in Saline County at Crete, about 18 miles distance,
which has 66 acute beds.
Oxford, Fritzer Memorial Hospital

This hospital is located in southeast Nebraska, Furnas County, in a community
of 1,090. The nearest hospital is about 20 mIles distance at Alma. The Oxford
hospital is licensed for 30 acute beds. The 66 bed nursing home In Oxford, whicb
is operated 1by the same corporation as the Oxford hospital, is providing care un-
der Medicaid.

It shared nursing were permitted, a skilled ICF level of care could be provided.
The competition for professional personnel in this community has caused the

hospital to be deficient in supplying adequate R. N. coverage for many months,
and they may be forced to drop the Medicare certification.
Oakland, Oakland Memorial Hospital

This hospital in northeast Nebraska, Burt County, is located in a community of
1,429. The closest hospital is 14 miles at West Point. This Oakland facility is
licensed for 20 acute and 20 chronic beds.

Under program regulations, separate professional staffing would b0 required
to be in compliance in each section. (Unless both areas are running a high rate
of occupancy at the same time.) Some consideration should be made to permit
both 3 p.m. to 11 p.m. and 11 p.m. to 7 a.m. shifts to be under the direction of aD
R. N. or L. P. N. with sufficient aides to meet patient care needs in both sections.

This report is prepared "with" a concern for the care of the patients in mind".
By Joe Hageman, Director, Division of Standards, Nebraska State Depart-

ipent of Health; and Verne A. Pangborn, Director, Section of Hospital and Me-
dical Facilities, Nebraska State Department of Health.

[Attachment 21

TESTIMONY BY VERNE A. PANOBORN

Map A shows the number and location of beds certified for extended care
under Title XVIII,

Map B shows all licensed freestanding long-term care beds.
Map C shows long-term care bads as units of a community hospital, and
Map D shows acute care beds in general hospitals
All delineate resources available but not certified largely because of lack of

financial feasibility of meeting Federal requirements.
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[Attachment 3] ST. MARY'S HOSPITAL,

Nebr, ska City, Nebr., September 10,1971.
Senator CARL T. CURTIS,
Washington, D.C.

DE&A SENATOR CURTIS: Greetings from Nebraska! Things at St. Mary's Hos-
pital are not so rosy at present. We had our hospital accreditation survey
August 10. The standards for accreditation for the Geriatrics department were
so high that we are unable to meet them. For instance, they say we must
have an R.N. or L.P.N. on duty 24 hours a day iti that Department instead of the
56 hours a week required by the State.

This would make the costs so high that patients could not afford the cost.
In other words we must operate this area the same as all other areas of the
hospital. Therefore, the only thing we can do is follow the recommendations
of the Lay Advisory Board and close the unit.

This is, indeed, a sad event at St. Mary's as we feel we are doing a good
service to the people of Nebraska City in really helping to keep people from
having to be admitted to the acute area of the hospital.

I am enclosing the news release that appeared in the local paper. I hope
things are going well for you in Washington.

Respectfully,
Sister M. CLARA HEITMAN, O.S.F.,

Administrator.
(Enclosure.)

St. Mary's hospital announced today that effective November 1 the geriatrics
department on Second floor will be closed. Patients and their families were
notified a few days ago of this reluctant step.

Sister Olara Heitman, the administrator of St. Mary's, said the hospital is
closing the department with the greatest of regret but that the move is neces-
sary because the hospital is no longer in a position to absorb the increased
expenses connected with such a division as we have done in the past.

The advice to close the Second floor to long-term nursing home-type patients
came after long consideration by the lay advisory board. After reviewing the
financial situation again the board unanimously adopted a resolution urging
that the geriatrics department be eliminated from the hospital.

Two reasons were given for the move:
1. 'he hospital Js being severely penalized by medicare because of the

geriatrics department. Medicare reimburses the hospital for the bare cost of
caring for medicare patients. The Medicare regulations require that allocated
costs be applied on the same basis to our geriatric patients as to the patients
in the acute care section of the hospital. This is wrong because there is a
difference between these patients as they do not require the same care.

2. After a recent survey of St. Mary's hospital for accreditation purposes
the hospital was notified that in order to meet the standards of accreditation a
registered nurse or a licensed practical nurse must be on duty in the geriatrics
department 24 hours each day. Present charges for patient care in this depart-
ment would not cover this added, more expensive service. The hospital and
physicians feel it is vital that St. Mary's continue to be an accredited hospital.

By closing the geriatric department at St. Mary's Hospital an estimated
$30,000.00 net gain in revenue over expenses will be realized annually.
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DIPKAWDNTAL GAINS AND LOSSES
September 30, 1971
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JEFFESON COUNTY IMORIAL HOSPITAL

DEARTENTAL GAINS AND LOSSES CCPUTED
ON TE BASIS OF DEPARD(ENTAL COST FINDING
For the Year Ended September 30, 1971

Department

Routine patient care

Operating room
Delivery room
Nursert
Radiology
Laboratory
Anesthesiology
EKG
Pharmacy
Central supply
Inhalation therapy
Physical therapy
IV administration

Outpatient service

Nursing home

ECF unit

•, Totals

Departmental
Income

Net
Departaental

Direct Gross Allocated Gains
Costs Margin Overhead (Louses)

405 896 179 867 226 029 193 102

?3 210
6 450

15 910
43 825
79 156
3 467
8 222
.5 249

s9 o4o
7 636
2 387
11 517

3 746

913
327612

623
897
770
283
193
81

190
364
841

11 297
3 123
15 298
20 202
35 259
1 697
7 939

39 556
359

6 446
7 023
4 676

54 3692 3 462

19 348 78 976 60 372 12097

20.?298 444 ?42 1WV j~j

32 927

(2 368)
(1 563)

2 233
(1 075)
24034
1 413
7 894

31 969
(I4 7o3)

6 256
(3 667)
3 582

230

(66 725)

5 231

Deductions:
Medicare adjustments - Inpatients

County allowances - Hospital
- Nursing howe

Blue Cross-Blue Shield discounts
Employee discounts

Not Operating Loss for Year

Add interest income

Net Deduction from Surplus

50 578
32 273
1 188
4 551

639
89 161

(33 930)

3 Q62



3140

JEFFERSON COUNTY MEMORIAL HOSPITAL
SUMMARY OF OPERATIONS

For the Year Ended September 30, 1971

Hospital Operations:

Gross income 746 211
Deduct:

Medicare adjustments 50 378
County allowance 1 188
Other discounts 771, 52 337

Net Operating Income 693 874

Expenses:
Direct costs 363 615
Overhead costs 295 434 652 p49

Net Operating Gain 34 825

Add interest income 3 o62

Total Addition to Surplus Hospital O!)eration 37 887

Extended Care Facility:

Gross income 49 739
Deduct:

Medicare adjustment 32 273

Net Operating Income 17 466

Expenses:
Direct costs 2 151
Overhead costs 12 794 14 945

Net Operating Gain - Addition

to Surplus Extended Care Facility 2 521

Nursing Home:

Gross income 139 348

Deduct:
County allowances 521

Net Operating Income 134 797

Expenses:
Nursing services 78 976 "
Depreciation 12 770
Administration 16.676
Forloyee health and welfare 5 428
Operation of plant 13 031
Laundry 9 906
Housekeeping 10 718
Dietary 58 26 073

Total Deduction from Surplus

Nursing Home Operation (71 276)

Total Reduction in Surplus (3 )
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jUER$6N COUNT MEMORIAL
HOSPITAL, INC.

FAIRBURY , NEBRASKA

Report for the Year Ended
September 30, 1971



3142

JTRS COUNITT MEMORIAL HOSITAL, INC.

Cover Letter

Schedule I - Balance Sheet

Schedule IA - Schedule of Changes in Retained Earnings

Schedule IB- Inventory Schedule

Schedule 2 - Summary Income Statement

Schedule 3 - Statement of Sources and Uses of Funds

Schedule 4 - Analybis of Revenue

Schedule 5 - Comparison of Revenue

Schedule 6 - Schedule of Salaries, Supplies and Other'Expense

Schedule 7 - Other Income

Schedule 8 - Adjustments to Revenue

Schedule 9 - Schedule of Fixed Assets and Depreciation

Schedule 10 - Analysis of Intangibles
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Board of Directors
Jefferson County Heorial Hospital, Inc.
Fairbury, Nebraska

Gentlement

Ve have made an examination of the records of your hospital for the
year ended Septeuber 30, 1971, and have prepared a balance sheet as
of that date and operating statements for the year ended September 30,
1971, and other supporting schedles.

Without making a detailed examination of transactions, we have examined
or tested the accounting records to the extent considered necessary for
the purpose of the report.

Since the scope of our examination at this time did not include all
of the auditing procedures necessary to render an opinion, we do not
express an opinion on the accompanying statements.

_7 7
7~s* I 44~'i.

December 18, 19?1
WFRsABtm
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SC1WDULE 1

JEFFERSON COUNTY MIEORIAL HOSPITAL, INC.
BALANCE SHEET

September 30, 1971
(UNAUDITED FINANCIAL STArIDENTS)

ASSETS
Current

Petty cash
Net bank account balance - Operating Account
Net bank account balance - Capital Account
Short-term U.S. Government obligation (at cost)
Certificates of deposit
Savings Account
Accounts receivable - Patients
Due from Medicare - September 30, 1970
Due from Medicare - September 30, 1971
Inventories
Prepaid expenses

Total Current Assets

Fixed (Schedule 9):
Intangible
Land
Building
Fixed equipment
Other equipment

Ttal

Accumulated depreciation

Net Book Value of Fixed Assets

Total Asets

September 30,
1971~

200
13 746
2 791

35 000 00
16 237 94

152 122 86
1,892 00

32080oo
54 322 56
10 933 29

329 326 61

52 162 01
13 942 78

651 841 37
399 873 85
272 552 61

1 3 372 62

566 022 33

,$Z4 350 29

September 30,1970

20000
560 lo
306 69
00000

129 316 96
4,, 892 00

46 40o 28
6 070 24

308 '746 27

52 162 01
13 942 78

651 841 37
399 873 85
266 7oo 88

1 384 520 89

484 22*6 43

1 153 67690 1 209040 73
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ACU MULE I
JWIKRSOt COUNTY MEMORIAL HOSPITAL, INC.

BALANCE SHEET - Continued
Septeber 30, 1971

(UNAUDITED FINANCIAL STATEMETS)

LIABILITIES AMD EQUITY
Currents

Accounts payable - Trade
Accrued payroll taxes
Notes payable - Due within one year
Accrued interest
Accrued payroll
Due Medicare - September 30, 1967
Due Medicare - September 30, 1968
Due Medicare - September 30, 1969
Due Medicare Z.C.. September 30, 1970
Due Medicare EC.F. - September 30, 1971

Total Current Liabilities

Long-Ters Debts
Mortgage loan payable
Lese amount due within one year

Total ,Lon*-Tom Debt

quityl
Pledges
Lees unpaid pledges

Hill Burton contributions
Equity - Other
Retained earnings (deficit) - September 30 -

(Schedule 1A)

Total Eauitv

Total Liabilities and Equity

September 30,
1971

19 353
6 041

12 307
2 490
7 218

22 233 00
5 522 00
9 576 00
9 480 00

94 221'87

12 209 43

12 307 59
90 1 84

508 115 33
-4 470 49

303 644 84
483 645 03

5"784 32
0.

(33 521 00)

2255319

September 30,

17 197 67
9 802 70

34 307 59
2 564 8o
? o24 93
6 839 00

22 233 00
5 522 00
9 576 oo

115 067 69

424 517 o2
_12? :27 59

412 209 43

50O 389 98
5 o43 81

495 346 17
483 645 03

5 784 32

301 0 9)

681 763 61

1 153 676-90 12090403
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8CMULE 1A

JU'FERSON COUNTY MEMORIAL HOSPITAL, .INC.
SCHEDULE OF CHANGES IN CURRENT YEAR RETAINED EARNINGS

September 30, 1971
(UNAUDITED FINANCIAL STATDMEN)

Retained Earnings - October 1 (deficit)

Add Medicare Adjustments:
1967
1968
1969
Loss year ended September 30

Balance

Deduct adjustment for 196? Medicare settlement

Retained Earnings -September 30

1971

(3 3011 91)

- (O 868 Qg)

(333 880 oo)

(M 521 00)

1970

(212 870 77)

(6 839 00)
(22 233 00)

(5 .522 00)

(303 Ol 91)

(303 o11 91)

SCHEDULE 1B
JUESON COUNTY MDIORIAL HOSPITAL, INC.

INVENTORY SCHEDULE
Septesbbr 30, 1971

(UNAUDITED FINANCIAL STATEMENTS)

Supplies - Administrative

- Dietary

- Housekeeping

- Laundry and linen

- Plant

- Medical and drug Nursery

- Pharmacy

- Radiology

-Lab

- Medical records

- Central supply

- Physical therapy

854 99

4 704 65

880o?

3 421 33

4 243 05

49 50

20 939 83

1 110 8?

4 224 96

1 534,33

11 911 73
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JDFUS0N COUNT MIORIAL HOSPITAL, Inc.

SUARY INCOME STAJEI1T
(UNAUDITD FINANCIAL SLAT ITS)

Oerating revenue (Schedule 4)

Adjustments to revenue (Schedle 8)

Net Oerating Revenue

Less Operating Costs before Depreciation
Salaries (Schedule 6)
Suipgi.e end other (Scbedule 6)

Mursis

Home

156 92

Fiscal Year Ended
ng Extended

Care

)193 58 7 35

1 39) ( 2)

September 30, 1971

Hosptal

719 636 21

(52 336 )

667 m9981

and Interest:

OeMting Gain before Depreciation and Interest

Last Interest
Depreciation

O et Orinm ti (Gcain (Los

Otbe- iLncome (Scbeftle 7)

Reduction in Retained Earnins

Total

935 298 49
(§2 1 61 oo)

W4 137 4-9

522 775 17

781 334 14

64 §03 35

31 288 89
.8i 795 90

113 084 79

(48 281 44)

14 351 31

(3o086809g)

Fecal Year Ended
Nursing Extended
%"-- Care

16793787 51 54607

(8 389 12) (2 §23)

IZ & 2 646 84

September 30.

oWital.

64 139 41

(16 226 17)

597 913 24

19"

Total

833 623 35

783 o8 83

489 619 65244 49601

734 g12 "

31 5402891 664 ?

12-3 204 50

(74 211 33)

13 225 82

5 48 :a

(55 547 14)
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SCHEDULE 3
JEFFERSON COUNTY MEMORIAL HOSPITAL, INC.
STATEMENT OF SOURCES AND USES OF FUNDS
For the Year Ended September 30, 1971

(UNAUDITED FINANCIAL STATEMENTS)

Fund Sources:
From Operations:

Net loss for the year (Schedule 2)
Add depreciation which reduced net income
but did not require a cash outlay

Disposal of investment securities
Net increase in pledges to hospital

Total Sources of Funds

Fund Uses:
Increase in surplus - Prior year adjustment
Acquisition of equipment
Increase in receivables
Increase in inventories
Increase in prepaid expenses
Purchase of other investments
Payment on-mortgage loan payable
Decrease in current liabilities

Total Uses of Funds

Decrease in Cash Funds

Cash on Hand - October 1, 1970:
Operating Account
Capital Account

Cash on Hand - September 30, 1971:
Operating Account
Capital Account

(3o 868 09)

81 795 90 50 927 81
50 000 00
8 298 67

1o9 226 48

(359 oo)
5 851 73

24 885 9o
7 922 28
4 863 05

51 237 94
12 307 59
2o 845 82

32 560 10
2 3o06 69

13 746 83
2 79 1 13

127 555 31

(18 328 83)

34 866 79

16 537 96



SCHDOLE 4
JF W ComNTT m RIAL HOSPITAL, INC.

ANALYSIS OF REVENUE
For the Year Ended September 30, 1971

(UNAVDITED FINANCIAL STATEMENTS)

moICa
In- Out-
Patients Patients

Routine services
Routine service - Obst.
Routine service - Newiborn

0pr"ting room
Reovezy room

Delivery room
Anesthesiology

Diagnostic radiology
Lab diagnostic

Zlectrocardiolog
Pbrdaic. therapy

Inhalation therapy
Blood bank

Intravenow solution
Central supply

Pbayaical therapy equipment
hIfeency room

Totals

4 950 00
34000

549 50

19 024 00
39 050 50

564500
8970 50

24 t85 56

5 566oo
2 280 00

5 35000

i 840o 14

1007?5

15

2 233 50
834

12
11 020

226 81

1 56030
6.27 50

1647 2z.? 9

In- Out-
Total Patients Patients Total

248 348 00 870600 870600
84 i o0 8' oo
59000 59000

4950 00 470 00 47000
34000 *000 4000

250 00 250 00
56%450 8775- 150 8925

21 257 50 647 00 192 o 839 00
3988500 i 545o 4700 1 592 50

565750 8250 8250
1999050 13100 14 88oo 1 6900

24.507 74 1 505 03 44 8o_ 1 549 83

5600o 39950 399 50
2 28o oo 6000 6000

5 350 00 241 50 2 450
'12 066 95 76892 12 50 781 42

1 661 05

287 50

392, 72.24

3952
58 82

16&2 879 V

39 52

18 261 02

FMULAR
n- Out-

Patients Patients

131 069 50
16 931 00
15 320 30

16 o5o 0o
1 36000

6 200 00
2 647 25

15 357 50
30 788 00

2 352' 50
3 592 00

22 662-13

I14W600
S26 00

5 901 20
14 459 54

240 42
202 2

28 7984

166 5o

6 243 50
16865o

67 50
4 557 50

3 335 42

200
1"66 00

950
1 114 23

2*46 01
1 i88 45

20 "783 11

Total

131 o69 5o
16 931 00
15 320 30

16 05o oo
1 36000

6 2oo 00
2 813 75

21 6oi o0
32 474 50

2 420 00
8 i49 5o

25 99? 55

1 48800
1 426 00

5 910 70
15 573 77

486 43

390 95

Total Nursing
Hospital Home

388 123 50 -139 3--7 97
17 772 00
-5 910 30

21 47o 03
1 7*4c 00

6 45c ou
3 467 50

43 697 50
73 ?52 00

8 16o 00
29 759 00

52 055 12 !0 776 91

7 453 50
3 766 00

11 505 20
28 422 i4 6 807 05

2 187 00
1 ?4-, 45_____

719 636 21

Exter-aeo
Care
Facility

49 739 00

127 00
1 39850

62 50
2 627 50

2 916 99

183 00
4000

12 00
1 602 86

21 00

Total

577 21o0 47
17 772 00
15 910 30

21 '0 00
1 74oo

6 45000
3 467 50

43 824 50
75 350 50

8 222 50
32 386 50

65 749 02

7 636 50
3 8o6 o0

11 517 20
36 832 05

2 208 00
3 ?45 45



JmFm SON COMxT MOiuAL iOPITAL, INC.
COPARISON OF MOM

MEDICARE
10-1-70 10-1-69
to to

Pouting. services
Routine service - Obstetrical'
Routine merv ce - Newborn

Operating room
Recovery rem

Delivery rom
wamtbealoffl

Diapost4c redioloa
tab diammostic

Xlectrocardiology
Pbalcal therapW

Inhalation therapy
Blood bank

Intr vemious solutions
Central supply

Physical therapy equipment
heecy roo

Totals

9-

10-1-70

-3o-?L- 9-30 -?0 2-:-?l

8 348 co 2o5 212oo 87o6oo
- 841 0

59000

4950 00 549500 ? 000
3.000 4500 4000

25000
56 50 58545 89 25

'1 257 50 2D 688 oo 83900
n988500 331 A750 1 592 50
565?50 .09750 8250
19990 50 24 o63 50 1 619 oo

14 507A 27 8o9 68. 1 549 83

556600 6 z8 5o 39950
2 28000 1 66oo 6000

535000 4 952 o 241.50
12 o66 95 12 ?96 o2 781 2

1661 05 686 31 3952
27 2 Z 30 61 oo

9;'I 724 Ig 1.h 62M7 18 261 02

EE NINLAR
10-1-69 10-1-70 o-1-69
to to to

5 216 00 131 069 50 107 05200
34oo 16 931 oo 12 51000
618 oo 15 3200 3 891520

462 50 16 05000 15 33000
5000 1 36000 i 25oo

10000 6 200 00 4 52500
7675 281375 2 598 30

394.50 21 601 00 16 282 00
125 85 32 474 50 25 564 00

187 50 2 420 00 2 130 00
1 16o 00 8 i1 95o 12 94450

83 ' 25 997 55 23 5877?5

220 50 114880co 7.7 50
1 42600 105200

14150 591070 4 398 00
37566 1557377 12 556o7

18 92 4861.3 129 13
- DOD .-Z9 2 -3- 4

12V.7 21

NURSING HOE
10-1-70 10- .-69
to to

139-34797 18 63o3 3

=~Z)CARE10,-1-7D '10,'o-
to to

49 739 00 0 958 50

1 00

3?650
876 00

3500
4. 073 00

3 073 33

4.63 00
5400

45 50
1 503 74

865o

21 IL607

12700
300 139850

6250
16000 2 627 50

?776 9i 12 626 58 2 916 99

183 00
4000

1200
6 807 05 6 517 95 1 6 86

2100

I
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J]U7WON COUNTY 10RAL HOSPITAL, INC.

8¢BMUZZ Or SaLATIES, SUPPLIES AND OE =M=
(UNMDIi FINANCIAL STA IEN?$)

Septembr X. 1971
Supplies
and Other

Salaries Exmneise Total

3utember 30, 1970
&app3 .as
and Other

Salaries Emexn_ TOW

Adsinstrative and general
Dietary
Dietary - Raw food

- Other
- Nursery

Rousekeeping
Laundry
Linen
Operation of plant
Medical and morgical
Medical and surgical - Nmrsery
Notor service
Nursing
Intravenous solutions
Pharmacy
Medical records and library
Operating rooz
Delivery room
Anesthesiology
Radiology
Laboratory
Electrocardiolog
Physical therapy
Inhalation therapy
Blood bank
Central supply
Telephone and telegraph
Employee benefits and social security
Insurance
Repairs and maintenance
Emergency room
Sales tax
Accounting servios
L*,1. services

Totals

32131 63 31 765 29
5622470

35 7- 7 77
4565 35

.230 11
29 774 75 7 392 80
8 389 78 263 15

2 462 65
s2 096 79 18 060 .o

1 2o968
382 01
502 74

2608&A438 191 50
6 84-1 44

7 411 76 18 788 54
2 41i0 63 1 942 53
9 482 63 2 430 33
3 303 95 2350

1 769 57
14 907 09 22 740 27
24 6o6 31 16 18o 92

283 15
23 534 25 1 830 15

i19006
3 11000

17 696 52 22042 50
4 002 69

29o6601
4 452 57

14. 739 17
54 30

172 15
3 727 82

427 85

63896 92
56 22'. 70
35 717 77.
4 565 35

230 11
37 167 55
18 652 93

2 462 65
30 157 19
i 2o968

382 01
502 74

26o 9-)5 88
6 841 44

2620030
14 353 16
11 912 96

3 327 45
1 ?69 5?

37 647 36
40 787 23

283 15
25 364 5.0

i i9o o6
3 110 00

39 739 02
4 002 69

29066 )'i
4 45k~ 57

14 739 17
54 30

172 15
3 727 82
42? 85

32 458 17 24 301t98
915 54

38 Ifo53
5 21 3*4

207 62
29 587 7 6 963 55
,6 03 74 3 013 43

6 62 61
9 939 95 15 381 6o

4 98 45
312 34
5'15 73

238 180 23 207 73
5 334 5.0

7 140 58 21 276 05
9 803 21 2 318 71
9 414 88 2 867 86
3247 52 .85 o8

1 59501
14 656 13 o 499 o9
2o 698 89 16 816 65

322 75'
27 051 37 565 53

1 422 30
3 222 00

15 221 97 15 924 65
3 380 75

27 889 79
2 329 76
8 260 26

300 22

3 58867

781 33414 896219 65 244 4960 73 1166

56 76 15
55 915 54
38 160 53
5 218 34

20?62
36 55 1 o2
19 317 17
6 623 61

25 32, 55
4 918 45

312 34
515 73

258 387 96
5 334 0
28 416 63
12 121 92
12 282 74
3 53260
1 595 01

35 155 22
37 515 54

32275
27 616 90
1 422 30
322200

31 146 62
3 380 75

27 889 79
2 329 76
8 260 26

300 22
-0-

3 88 67
47!- 57
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SCHEDULE 7
J FERSON.COUNTY MEMORIAL HOSPITAL,

OTHER INCOME
(UNAUDITED FINANCIAL STATDNS)

Recovery of accounts charged off
General contributions
Meals sold
T.V. rental - Hospital

- Nursing Home
Telephone and telegraph
Medical records - Transcripts
Supplies sold
Drugs sold
Sales taxes collected on supplies sold
Finance charges
Laundry

Totals - Other Income

INC.

For the Year Ended
9-M:7-,- 9-3-2

1?0 60

9 198 49
I 722 00
352 00
.o8 88
291 00
296 12

800
21 50

.0 60

1 383 00
8 340 36
1 300 00

6io 00
113 92
513 00
291 08
295 44

81 02
191 86

i4 351 31 13 25 82

SGCHDULE 8
JEFFERSON COUNTY MEMORIAL HOSPITAL, INC.

ADJUSTMENTS TO REVENUE
(UNAUDITED FTNANCIAL STATDENTS)

For the Year Ended
9-0-71 9- 70

Uncollectible accounts
Adjustments - Blue Cross-Blue Shield

- Blue Cross-Blue Shield
- Welfare - Iu-patient
- Welfare - Out-patient
- Welfare - Nursing Hote
- Employees

Medicare adjustment
Extended c.re Medicare adjustrent

- In-patient
- Out-patient

Total Deductions from Revenue

(627 22)
,.11 65)

(1 678 95)
490 66

(4 551 39.1
( i 60)

(50 3?7 64)
(32 .203 ai1)

(8 425 82)
(486 07)

(8 30)
(.2 025 25)

i~O 2?
(-8 389 12)

,(41 75)
(5 339 25)

(25 8-99 231)

V! %%:89 16; oo (50 5,14 _72
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OcREDuLE 9

.J IFMSON COUNTY MD4ORIAL HOSPITAL
STATD4ENT OF FIXED ASSETS AND DEPREIIATION

September 30, 1971
(UNAUDITED FINANCIAL STATEIMETS)

Meth.
Hospi tal:
Intangible (Sch. 10) SL

Land

Building DB

Fixed equipment DB

Movable equipment DB

Total Hospital

Nursing Home:
Intangible (Sch. 10) SL

Land

Building DB

Fixed equipment DBX

Movable equipment DB

Total Nursins Home

Grand Total

Rate
or
Li fe

20%

yrao

yrs.

yr,

Cost

4o 415 31

9062 81

499 781 90

312 863 82

232 731 66

1 094 855 50

20% 11 746 70

4 879 97

yr. 152 059 47

yrs. 87 010 03

yrs. 39 82o 95

295 517 1

1 390 372 62

Note: Interest during initial construction and architect fee allocated between building and
fixed equipment on basis of ratio of general contract to electrical and mechanical
contracts. I

Allocation between hospital and nursing home are on the basis of square footage.

Deprec.
for
Year

7 440 01

' 948 lo

,n 613 4o

69 628 62
68 629 62

Accum.
Deprec.
10-,-70

32 975 30

100 819 97

118 341 27

14 986 54

11 746 7o

39 104 83

40 598 75

25 653 07

117 103 35

484 226 43

5 64? 73

5 156 76

2 3 79
i-3 166 28

Accum.
Deprec.
9-30-71_

40 415 31

120 768 07

139 954 67

134 614 65

435 75 70

if ?46 7o

44 752 56

45 755 51

28 o14 86

13o 269 63

566 022 33
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SCHEDULE "lO

JuFRO Com m)4ORIAL HOSPITAL, INC.
lI ITANIBLE PLANT

September 30, 1971
(UNAUDITED FINANCIAL STATEMENTS)

Fund raising

Consultation and organization

Bonds and insuren.e

Office and miscells.eouz

Administrative salary prior to opening

Other salarje. pz';,a. P.-) opening

Appraisal o! plant,

Loan brokerage fee

To tal

•; 5XU 00

61o 99

9 2 66

5 478

;0o 8 00

20 25

60000

18 oo00

5• 62 01
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T HE COUNCIL OF STATE GOVERNMENTS,
New York, N.Y., February 10, 1972.

Senator RussELL B. LONG,
Choarman, Senate Finance Committee,
Senate Office Building,
Waslhington, D.C.

DEAR SENATOR LoNG: We are writing to you on behalf of the National Confer-
ence on Uniform Reciprocal Enforcement of Support to express the concern of
the Conference about various provisions of H.R. 1 now under consideration by
your Committee. The Conference is composed of state and local officials respon-
sible for the enforcement of Interstate family support. Each year millions of
dollars are collected for deserted wives and children under tb,.s program and
to a large extent these collections represent money which ot'.erwise would be
paid by the taxpayer as additional welfare costs. The Confe'ence Is vitally con-
cerned that H.R. 1 or other amendments to the Social Security Act not hamper
this successful program for obtaining support for dependents.

Enclosed is a memorandum and four resolutions expressing the views of the
.Conference with respect to this legislation. We hope that they will receive con-
sideration in the preparation of the Committee's bill.

Sincerely,
WLLIAM L. FRanmuox,

Director, Eastern Office.
(Enclosures.)

COMMENTS CONCERNING H.R. 1 AND RELATED AMENDMENTS TO THE SOCIAL SECU-
RITY ACT BY THE NATIONAL CONFERENCE ON UNIFORM REoIPROoAL ENFORCEMENT
OF SUPPORT

The National Conference on Uniform Reciprocal Enforcement of Support is
composed of judges, masters, referees, clerks, probation officers, prosecutors,
welfare administrators, caseworkers and other officials of state and local govern-
ment who are involved in enforcing the duty of support for dependents. In
particular, the Conference is concerned with Interstate enforcement of family
support under the provisions of the Uniform Reciprocal Enforcement of Support
Act which has been adopted by all fifty states, the District of Columbia, Puerto
Rico and three territories.

At Its 1971 Annual Meeting the Conference adopted four resolutions relating
to H.R. 1 and other proposed amendments to the Social Security Act. Copies of
the resolutions are attached.

RESOLUTION I

The Conference is of the opinion that principal responsibility for support and
fraud prosecution should be left with the various states under existing laws and
collection procedures. Under present federal and state law, there Is appropriate
sharing of the proceeds of on-going support money, reimbursement of assistance
granted, or money obtained by fraud prosecution.

However, more equitable and definite arrangements for sharing of the proceeds
of support and fraud action needs to be established under H.R. 1 and other Social
Security Act amendments. States supplementing the federal minimum income
allowance should share on a proportionate basis.

In the event S. 3019 Is adopted by the Congress, Attorney General actions likely
will be relatively few in number since most absent parents reside in the state
here assistance is granted. Sharing of any recovery with the state, however,
should not be conditioned upon a prior state court order. Personal service for

ordering support normally is required and not possible when the whereabouts of
the absent parent Is unknown.

RESOLUTION II

The Conference urges Congress to make funds more readily available for the

law enforcement process for obtaining support. Although funds are currently

available for welfare department support activity, salaries and fees for prosecut-

ing attorneys, courts, clerks, sheriffs, and the like, are furnished from state and

local funds, though the federal government shares in the proceeds of any recovery

of support.
. Matching funds are available currently for selected demonstration proJects

involving arrangements with local courts and law enforcement officials supply-
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ing other than usual service to the welfare agencies. Reported projects seem to
be limited to assumption of welfare agency responsibilities for which funds were
already available with little, If any, net increase in money to the states.

RESOLUTION III

Lastly, the Conference believes information should be available to state locator
services in welfare cases from all federal agencies, including the Veterans' Admin-
istration from which no information may be obtained at this time. Address in-
formation from Internal Revenue Service should be available without the neces-
sity of a prior court order, as in the case of the Social Security Administration.
If we are serious about locating deserting parents so as to obtain support for
their dependents, particularly those on welfare, it should be possible to obtain
address information from the records of all public agencies.

RESOLUTION IV

Of utmost concern are the several federal district court decisions holding the
granting of AFDC benefits may not be conditioned upon the co-operation of the
mother, or other custodial relative, with welfare department or law enforcement
officials in obtaining support for the children) from an absent parent. These
decisions have been affirmed by the United States Supreme Court in Juras v.
Meyer8, No. 71-03 (Oregon) and Weaver v. Doe, No. 71-478 (Illinois) and apply
whether the child is born in or out-of-wedlock.

Congress has expressed its concern on several occasions-that every effort be
made to obtain support from the parents of deserted children rather than merely
rely upon public assistance. Examples of this Congressional intent are the so-
called "NOLEO" provisions of the early '50s requiring that prompt notice be
given local law enforcement officials of the furnishing of aid to a child who has
been deserted or abandoned by a parent; the requirement in the early 60s that
each state establish a central unit for location purposes; the 1967 Social Security
Amendments requiring a single unit for obtaining support from an absent parent,
including establishing paternity when necessary, and federal participation in the
special funding of these efforts. Congressional intent, seems clear but under the
recent court decisions the mother is excluded from this cooperative effort.

In order to implement the Congressional requirements effectively, many if not
most, states have required the cooperation of the mother, or other custodial
relative, as a condition of eligibility for the chlid(ren) for whom a duty of sup-
port is owed. For a child born out-of wedlock, the mother is the only person who
can name the father, sign the paternity complaint, and testify to material facts.

While some states have statutes enabling the welfare department to bring an
action in its own name to obtain support from the absent parent of a child born
in wedlock or whose paternity has been established, usually the only evidence
it can present from case files regarding desertion and non-support is self serving
and second hand. Law enforcement officials and courts customarily require
testimony of a witness having first-band knowledge of the circumstances and the
action, being civil in nature, does not carry the usual sanctions of the non-
support misdemeanor. Moreover, we believe that the principal duty of support
rests with the absent parent and not with the taxpayer. This requires coopera-
tion in obtaining the address of absent parents or leads upon which to base
location efforts.

Although the proposed disregard of a portion of the income from support pay-
ments in arriving at need will serve as an incentive in some cases, there seems to
be little Justification for not taking appropriate support action in all cases where
possible.

The Conference urges strong federal, sanctions be enacted as soon as
possible by amendment of the Social Security Act to require full recipient co-
operation in every material aspect of the support enforcement process As a
condition of initial or continuing eligibility for AFDC. Without such sanctions,
Conference members feel cooperation will be minimal, rising caseloads with
decreasing support contributions will result, and an effective test of whether
or not there is a bona fide desertion under current federal law will be lost.

Self-incrimination, right to privacy, equal protection and the imposition of an
additional eligibility requirement by the states not required by the Social Security
Act have been the issues raised in the federal court cases. The courts have not
reached the constitutional objections in their decisions.
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Sanctions contained in the Social Security Act amendment could be waived
in the event criminal prosecution for adultery or fornication were possible under
state or local law. Those few states having such laws could then grant Immunity
from prosecution by legislative amendment where such Information was obtained
for support purposes in welfare cases or abolish the criminal statutes alto-
gether in accordance with current trends. There seems to be some favorable
precedent with regard to the privacy issue, leaving only a possible attack on
grounds of equal protection.

TWENT TH NATIONAL CONFERENCE ON UNIFORM RECIPROCAL ENFORCEMENT OF

SUPPORT, OKLAHOMA OITY, OKLAHOMA, OoTOBER 10-14, 1971

RESOLUTION I

Whereas, delegates to the Twentieth National Uniform Reciprocal Enforce-
ment of Support Conference have studied and been advised of those provisions
of H.R. 1 concerning parental responsibility, establishment of paternity And
the penalty for fraud; and

Whereas, it appears that all child support collected is to be collected at the
expense of the state; and

Whereas, prosecution for fraud would seem to become the responsibility of
U.S. Attorneys despite the presently existing apparatus at state and county
levels; and

Whereas, the above provisions would -seem to impedq the orderly collection
of child support and prosecution for fraud;

Be it resolved, that the Executive Committee draft a statement on behalf
of this Conference to present to appropriate members of the Senate Finance
Committee expressing opposition to the support and fraud provisions of H.R. 1.

RESOLUTION II

Whereas, the number of children requiring support from absent parents has
greatly increased; and

Whereas, the chief benefit from the payment of child support accrues to the
federal government; and

Whereas, the state agency charged with the administration of the AFDC
program is prohibited from engaging in law enforcement; and

Whereas, the duty to enforce support from absent parents is placed upon
local law enforcement agencies most of which are not funded for such activity;

Be It resolved, that the Executive Committee of the National Conference
on Uniform Reciprocal Enforcement of Support express to the Senate Finance
Committee the strong feeling of this Conference that federal funds be more
readily available to state and local law enforcement agencies and that the
maintenance of effort provision contained In current social and rehabilitative
services regulations be eliminated.

RESOLUTION IIl

Whereas, It Is essential to effective enforcement to have all sources of informa-
tion available for locator services; and

Whereas, information from various federal agencies, notably the Veterans
Administration, is not now generally available to state law enforcement or
locator services;

Be it resolved, that the Executive Committee of the National Conference on
Uniform Reciprocal Enforcement of Support be instructed to actively seek enact-
ment of federal legislation to make available to state locator services, informa-
tion pomeed by federal agencies.

RESOLUTION IV

Whereas, the parents of minor children are primarily responsible for their
support; and

Whereas, the 60 states and the territories have provided legal procedures to
-enforce support for minor children by financially able parents; and

Whereas, this principle and legal enforcement thereof I being attacked on the
technical ground that the Social Security Act does not require the mother of a
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dependent child to take action against the father to secure support as a condi-
tion of eligibility for public assistance; and

Whereas, it is argued that the mother of an Illegitimate child does not have
to name the father of the child as a condition of eligibility for public aid;

Be It resolved, that this Twentieth National Conference on Uniform Reciprocal
Enforcement of Support request that the Social Security Act be amended to
enable states and territories to enforce support as in the past and that the Con-
ference's position on this Issue be made a matter of record with the appropriate
House and Senate Committees.

STATE OF CALIFORNIA,
DEPARTMENT OF JUSTICE,

San Franoisco, February 18, 1972.
Hon. RussELL B. LONG,
U.S. Senate, Washington, D.C.

DEAR SENATOR LONG: As I am sure you are aware the provisions of H.R. 1 re-
lating to the enforcement of child support obligations and to the detection and
prosecution of fraud have been the subject of interest and discussion among law
enforcement and welfare officials with responsibilities in these areas. Both the
National and Western Regional Reciprocal Conferences have discussed and passed
resolutions on these subjects and they have been discussed at length In meetings
of the California Family Support Council, a group composed of District At-
torney's deputies and investigators, and welfare and probation department staff.

In response to a resolution of the Western Regional Conference on Uniform
Reciprocal Enforcement of Support, a committee from that conference, chaired
by the President of the California Family Support Council, has drafted a report
on H.R. 1 containing a number of recommendations. This resolution and report
have been forwarded to your committee. I have reviewed the report and am in
general agreement with it. I urge your serious consideration of it, and wish to
take this opportunity of adding a few comments of my own.

The provisions for the detection, prosecution and punishment of fraud con-
tained In sections 2031(e) (3) and 2171(b), (e) (3), are at best inadequate and
possibly unconstitutional in their uncertain and arbitrary application. Although
"fraud" Is ad6quately defined in substance, sections 2032 and 2172, it is inade-
quate In its failure to differentiate on the basis of the amount Involved. Further,
inadequate provision foi investigation, preemption of state fraud statutes, and,
apparently, placing the entire duty of prosecution on the United States Attor-
ney's Offices, ill-equipped or staffed to deal with the problems, practically guaran-
tees rampant fraud..In California, a very conservative estimate of 15 per cent
fraud was developed from a State Welfare Board survey in 1969. We have en-
closed a copy of the report for your information.

Although the act wisely retains the child support enforcement provisions of the
present Social Security Act, and even increases the federal funding available to
the states, problems are apparent In the new provisions of IT.R. 1 set forth in sec-
tions 2175 and 2176. Both sections are of questionable constitutionality.

Section 2175 provides that a parent who has "deserted or abandoned" his
spouse or children is obligated to the United States in defined amounts which
may be collected from amounts due from the United States. In view of the de-

1C cision in Sniadaoh v. Family Financial Corp., 395 U.S. 337 (1969), such prejudg-
inent garnishment Is almost certainly unconstitutional. A better solution would be
the enactment of legislation permitting assignment and attachment of federal
wages and other obligations (such as income tax refunds) where a support order
or Judgment exists. Such a provision should be applicable to nonwelfare cases as
well.

Section 2176 by creating a federal crime defined in part by "crossing state
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lines" and applicable only to welfare cases, has obvious constitutional problems.
Moreover, even if constitutional, the proof problems of intent are virtually in-
surmountable, and it seems very doubtful that the Offices of the U.S. Attorney
are going to use their resources attempting such prosecutions. Finally, there is
the possible problem that the prosecution preempts state statutes and thus prose-
cution by a State of men who have left the State would be impossible.

In the matter of funding state enforcement efforts, it is strongly recommended
that the percentage of cost formula for enforcement agencies should be changed
to a percentage of dollars collected formula. The latter formula would encour-
age efficiency and if the percentage return to the agency gave some return in
addition to actual cost, would encourage expanded effort. A figure of about 20
per cent is suggested. A percentage of cost formula could be retained as an
alternative for those auxiliary services, either local or state, such as locator
services, which do not actively participate in actual collection.

Finally, your attention is Invited to recent decisions of the United States
Supreme Court affirming various three-judge federal court decisions, the effect
of which is to eflormously weaken the ability of the states to follow the direc-
tion of Congress in the vigorous enforcement of child support obligations and the
determination of paternity. In order to carry out the mandate of Congress con-
tained in section 402(a) (17) of the present Social Security Act (42 U.S.C.
§ 602(a) (17)), most, if not all, of the states enacted provisions which condi-
tioned eligibility or continued receipt of aid on the caretaker parent's coopera-
tion with the district attorney. See, e.g., Calif. Welf. & Inst. Code § 11477. The
Court has ruled that such provisions are inconsistent with the Social Security
Act. Juras v. Lfeyere, No. 71-63, 30 L.Ed.2d 39 (1971), re-hearing denied 30 L.Ed.
280 (1971) (signing a complaint and naming the putative father); Carleson v.
Tayler, No. 17-306, 30 L.Ed.2d '364 (1971), (signing a complaint); Weaver v.
Doe, No. 7-478, 30 L.Ed.2d (1971), (naming the putative father). It is obvious
that effective enforcement is difficult if not impossible if there is no way to force
the mother to cooperate." It is urged that the Congress make it clear that such
conditions are permissible.

I do not take any position at all on the merits of this welfare reform bill in its
granting of aid aspects. I do wish to call your attention to weaknesses in the
enforcement aspects. As stated earlier, I am in agreement with the analysis
made by the Committee for the Western Regional Conference in general, and
have added my own comments for emphasis, and to add to those already made.
In regard to the suggestions on funding and on overcoming the effect of the
recent Supreme Court decisions, it is recommended that they be considered as
immediate amendments to the present Social Security Act, whether or not
H.R. 1 is ultimately adopted. It is particularly important to make it clear that
the states may condition receipt of aid on cooperation because without such an
amendment, enforcement efforts will be greatly reduced.

Finally, if you would consider it helpful, members of my staff are available to
testify before your Committee, or provide you with any other information which
may be of assistance to you.

Very truly yours,
EVELLE. J. YOUNGE,

Attorney General.
By CHARLEs A. BARRETT,

Ohief Deputy.

1We include for your information a copy of the Petition for Rehearing filed In Juras v.
Meyers, setting forth in detail the problems and justifications for such a condition.
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January 7, 1970

Mr. Robert Martin, Director
State Department of Social Welfare
744 P Street
Sacramento, CA 95814

Dear Mr. Martin:

Enclosed is our report covering a special study made for the purpose

of Identifying the extent recipient fraud is present in the Aid to Families With

Dependent Children (AFDC) welfare program and more specifically, the Family Group

and Unemployed Parent components of that program, This study was requested

following a preliminary survey, the results of which were published in a report

dated July, 1968.

The report is presented in six sections:

1. Study Background

2. Selection of a Sample of AFDC Cases

3. Guidelines Established for the Investigation

1 4. Conduct of the Investigation

5. Review by the Regional Teams and Fraud Review Panel

6. Study Findings and Projections

In performing the study the Fraud Review Panel used the services of

District Attorneys and, in some counties, welfare departments to investigate in

excess of 1,200 AFDC cases selected at random from all such cases in the State.

In addition, contributingeforts were received from a number of other state and

federal departments and agencies. We wish to thank and express our gratitude to

the hundreds of people who lave so much effort to assure that this study was

effective in determining the extent of recipient fraud.

724" 0 -i-Pt. I--8



3164

Mr. Robt rt Mart in -2- .1niularv 1, 1970.

Findings developed by the investigators were first screened for

completeness and accuracy by one of three Regional Review Teams established to

provide study coordination and supervision. Following that screening, cases were

reviewed in detail by a Fraud Review Panel composed of five attorneys familiar

with the AFDC welfare program. In its review of cases the Panel designated those

as containing fraud only if there was clear evidence that the case fell within

the definition of fraud set forth on page 7 of the accompanying report.

Study results reveal that 15.757. of the sample cases contained fraud.

of the dollar amount paid in June, 1969 to all sample cases, 10.O07. was determined

to have been received fraudulently by recipients.

The estimate of fraud developed by this study as applicable to June,

1969 can be used to project the amounts fraudulently obtained during the total

year 1969. The Research and Statistics Division, California Department of Social

Welfare, has indicated that welfare payments have continued to increase since

June and that considering June as an average 1969 month would lead to a realistic,

but slightly conservative, estimate of the annual amounts. Multiplying the

estimate of fraud dollars in June by twelve, we estimate that during 1969 payments

totaling $59,109,744 were received fraudulently by recipients included in these

components of the AFDC program.

It is the sincere hope of the Fraud Review Panel that the findings in

this report and the commnts and observations that have been made a part of the

study will be viewed in a positive context. It has been the Panel's goal not

only to establish the extent of AFDC recipient fraud, but also to indicate
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areas in vhich this fraud Is most prevalent,all to the end that those truly

in need may be most benefited.

Very trily yours,

FRAUD REV[I' PANEL PF14BERS

Keith r. srerson, District AttorneyS d vateoSan f~toCounty / ,

John H. Price, Dis t rict Attorn.y
SacrAmento County

Richa'rd N. Psrs rw, Tr., Deptty District
Atto ey, Orange County

Ray T fSut iIvan, Ir., County f'%urs' l
Riverside County "

Rs;dotw II. Micae I , Chief. I eeu I I.:

"tate i epartinent of Socia. %(-I a-r
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REPORT ON A STUDY OF WELFARE FRAUD IN THE

AID 1T FAMILIES WITH DEPWIOD CHILDREN WELFARE PROGRAM

S7UDY BACKGROUND

In the spring of 1969, the State Department of Social Welfare was

directed to form a Fraud Review Panel to conduct a statewide study of the

incidence of recipient fraud in the Aid to Families with Dependent Children (AFDC)

program in California. This study was a follow on to an earlier survey of welfare

fraud which was reported in July, 1968. That study had failed to produce defini-

tive results relative to the extent of undetected recipient fraud in the AFDC

program. The requirement for such a review evolves from the continued controversy

over the extent of improper payments to recipients aided under this program, how

much is improperly paid, and in what manner such improper payments are obtained.

To determine the extent, if any, that improper payments had been made

to recipients, this study began with the selection of a sample from the State

AFDC caseload. It is important to note that the sample we. a statewide sample,

not a sample of particular counties. Every effort was made to complete the study

promptly to make it possible for useful and effective legislation to be enacted,

should any be appropriate from the findings and conclusions developed. Accordingly,

once the decision had been made to go ahead with the study, the work tasks vere

expedited as much as possible. The investigation focussed on two AFDC cash grant

assistance program: the Family Group and the Unemployed Parent. The Boarding

Home and Institutions component of the AM program was not covered by the study.

The legal and administrative framework within which the investigation

wes conducted includes the provisions of the laws and regulations related to

welfare administration as contained in the federal Social Security Act, the State

Welfare and Institutions Code, and the Operations Manual oL the State Department

of Social Welfare.
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In addition to developing a plan for scientific sampling of the state-

wide AFDC caseload, a carefully structured investigative plan for the conduct of

the investigation was also established. A description of the extent to which

security ' w .nte-ed and the efforts which vent into the selection of an

independent and statietically reliable sample follow.
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SELECTION OF A SAMPLE O AFDC CASES

The investigations Umde in this study relate to payments made to

recipients in the month of June, 1969. In that month, approximately 1,000,000

people, representing approximately 270,000 families, were participating as

recipients of the Family Group and Unemployed Parent components of the AFDC

program. Since the unit of measure was to be the family, it vas from these two

sub-groups that the sample vas selected.

The State of California engaged the international accounting and mnage-

ment consulting firm of Ernst & Ernst to assist the Fraud Review Panel in obtain-

ing an appropriate, unbiased sample for investigation, as well as to assist in

coordinating the study. The firm provided an operations research and statistical

sampling specialist to work with representatives of the State Department of Social

Welfare's Research and Statistics Division to develop a proper method of selecting

the statewide sample to be used.

After study, a general plan was developed which conformed to the

essential criteria for unstratified random sampling. This type of sampling was

chosen because the purpose of the study was to measure the level of undetected

fraud among family welfare recipients as a whole, rather than any segment of

these recipients (age, ethnic group) or any one county or other geographical area.

To meet the accuracy criteria established for the study, it wae determined

that a sample of 1,219 cases should be examined. To make allowance for the fact

that cases would inevitably be included in the final sample which could not be

investigated because they were closed at the time of the investigation, investi-

gators were provided with a larger number of cases than was actually required so

that sufficient cases might be investigated to provide the degree of confidence

and accuracy desired. Thus, an appropriate amount of over-sampling was built

into the random sample design.
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After determining the number of cases which would have to be investi-

gated in order that the desired level of reliability might be achieved, the

next question to be answered was: From what source might the cases be selected?

The State Department Social Welfare maintains a Master Persons File

which was established for purposes of medical claims clearance. This file

includes the names of recipients in the Family Group and Unemployed Parent

components of the AFDC program, as supplied by the county welfare departments.

As a prelude to its use, appropriate tests were made of the file before any

investigations began to determine that it was reasonably reflective of payments

actually being made by the counties. Where it was found that this was not the

case, appropriate supplemental statistical sampling techniques were applied to

augment the sample so that it would be representative.

Ernst & Ernst provided independent guidance in the sample selection

process. That firm selected and maintained complete control over the random

number table used and directed the entire selection process as the random numbers

were applied against the Master Persons File. The random numbers used were

destroyed by Ernst & Ernst to prevent any possibility of disclosure of the sample

case numbers prior to the time they were given to the investigators.

To achieve study reliability and insure an unbiased sample, the cases

selected were scrambled before the order of investigation was designated. Thus,

assurance was given that the order of listing in the Master Persons File would

not be determinative of the cases selected for investigation. The cases were

then listed and all copies of the listing retained by Ernst & Ernst until such

time as the investigative process began. No representatives of the State of

California, the Fraud Review Panel, or any other body other than the firm of

Ernst & Ernst had any access to the list of cases selected for investigation until

the time that the investigation process began.
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All of the steps taken were fully in line vith meeting the moat

rigorous requirements of unrestricted random sampling. Coses mere examined

sequentially until the desired number of investigations vs mAd*. The field

investigation conformed well to the sampling plan. The actual number of asees

investigated was 1,213 compared vith a planned investigation of 1,219 cases.
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GUIDELINES ESTABLISHED FOR THE INVESTIGATION''

OA MIZATION AND ARSPOSIBILITIBS FR TIE BrVSTIGATION

As previously noted, a Freud Review Panel wes formed to direct the

study. The functions of the Panel were:

1. To establish the guidelines for the conduct of the study, including

agreements on the nature and extent of the investigation, and to

adopt an appropriate definition of recipient fraud.

2. To review in detail, each of the sasple cases selected, for the purpose

of determining the existence of fraud based on a predetermined defini-

tion thereof.

To support the Fraud Review Panel in its efforts, a group of four

consultants was named. They included experts in the welfare field representing

county and state agencies.

To further aid the Panel, and as noted previously, the services of an

outside management consulting organization were requested. Ernst & Ernst wes

selected from a number of firms invited to submit qualifications to assist with

such a study. It wes the function of this firm to:

1. Provide guidane to insure the objectivity of the study at all levels.

2. Provide guidance to insure adherence to the guidelines established by

the Fraud Review Panel.

3. Tabulate the results of the investigation.

4. Aid the Fraud Review Panel in the preparation of the final study report.

The actual investigation wes performed by welfare and District Attorney

investigators throughout the state. from the sWle case names provided, these

representatives developed case findings and conclusions with sufficient documenta-

tion to enable the Fraud Review Panel to determine the existence of fraud.
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DEVELOPMENT OF THE GUIDELINES -

After preliminary planning, the Panel began meeting in May, 1969,

to formulate the basic structure for the conduct of the investigation, as well

as the manner in which the study should be controlled until its completon. It

became obvious early in this organizational phase that investigation of over

1,200 welfare cases could not be properly supervised by a smell group of people

coordinating the study from Sacramento. Accordingly, it was deemed advisable

that three area or Regional Review Teams be formed to assist the Panel in coordi-

nating and supervising the study. Each Team included a representative from a

District Attorney's office, a representative from a county welfare department,

a representative from the State Department of Social Welfare, and a representative

from the firm of Ernst & Ernst who acted as regional team leader.

So that findings might be related to total State payments, the study

concerned itself only with payments received by AFDC recipients in June, 1969,

and the case sample was drawn from the statewide AFDC caseload. Thus, the

incidence of fraud identified at the conclusion of the study was to be a statewide

figure which would in no way reflect the situation in a particular county.

A major factor in establishing the investigation guidelines was the

definition of fraud which was to be applied. The Panel was in agreement that

the definition of fraud contained in Section 20-003 of the State Department of

Social Welfare regulations represented a valid definition for the purpose of this

study. That definition reeds:

Fraud by applicants for or recipients of public assistance exists
when the applicant or recipient has:

1. Knowingly and with intent to deceive or defraud made a false
statement or representation to obtain aid, obtain a continu-
ance or increase of aid, or avoid a reduction of aid.

2. Knowingly and with intent to defraud failed to disclose a
fact which, if disclosed, could have resulted in denial,
reduction or discontinuance of aid.
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3. Accepted aid knowing he is not entitled thereto, or accepted
any amount of aid knowing it is greater than the amount to
which he is entitled.

4. For the purpose of obtaining, continuing, or avoiding a
reduction or denial of aid, mede statements which he did
not know to be true with reckless disregard of the truth.

Other guidelines prescribed by the Fraud Review Panel included the

following:

1. That the study would begin as soon as a statistically reliable sample

was developed.

2. That the random sample drawn at the beginning of the study would be

sufficiently large to satisfy the requirements of the statewide sample

needed, allowing for cases that would have to be rejected because they

were inactive at the time the investigation began.

3. That requirements for minimum investigative efforts be established.

By establishing these requirements it was not the intention of the Panel

to limit an Investigator's effort but only to suggest the.miniim efforts

for investigating each case. It was determined that each step in the

investigative process would be completed in spite of the fact that

evidence of fraud might be obtained at some point early in the investigation.

4. That an orientation program be developed to insure that investigations

would be conducted uniformly throughout the State, and that the program

be presented by each of three regional teas to the investigators in

their area who would be involved in-the study. As developed, the

program included the following:

A. Necessary instruction which provided the investigator with an

overview of the general approach and purpose of the study, as well

as the individual steps of the investigative and review process with

which he would be involved.
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B. An explanation of the saplig process.

C. An explanation of the organizational structure of the study and the

specific responsibilities of each person involved in the study.

D. Instruction on the definition of fraud to be applied.

R. A review of the investigative guidelines prepared-for use by the

investigators.

5. That the Panel develop appropriate fors and procedures to assist each

investigator in his gathering of data, and developing conclusions on each

individual case. The checklists so developed, as well as appropriate

suimry and conclusion form were distributed to each county investiga-

tive unit for inclusion in each individual case file. The checklists

essentially covered the review steps suggested for a minim. Investigation

effort as previously prescribed by the Panel.
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4OUDUCT OFP InE INVTIGATICM

ORISTATION AND ITIATION 0F THE INESTGATION

The orientation programs were conducted in each of the three region*

in mid-July, 1969. At these meeting the investigation checklists as well as

Ot"If" the master list of cases selected for each region were distributed to representa-

tives of county investigative units. This was the first tim the cases selected

for investigation had become known to anyone other than the consultant firm of

Ernst & trnst.

At each of these meting@, the Executive Secretary of the State Social

Welfare bard, the project coordinator from Ernst & Ernst, the Regional Review

Team leader and umberstook part in describing the study and its approach.

Special attention was Ivean to the role of the investigator and the requirements

he wes to satisfy. A portion of the meting wae set aside for investigators to

ask questions relating to any facet of the study.

In the course of these meetings, certain qualifications were stressed.

For instance, the fraud to be investigated was explained to be solely that which

pertained to the welfare payments made in June, 1969. If, during the course of

the investigation, fraud was believed to have occurred, either before or after

the month of Junes the Investigator we asked to provide supplemental information

in the file and mention this fact in his report. It wes de clear that local

District Attorneys' prosecution of suspected fraud cases should not be deferred

until the study was completed. It was made clear that any amounts of fraud

discovered which related to paymets mede in *nths other than June were not going

to be included in the results of this study. As noted, the study related only to

payments made in June, 1969. Administrative errors which cam to the attention of

the investigator in the norml process of conducting his investigation were also

-10-
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to be noted. The investigators were invited to accumulate information which could

be useful to the Fraud Review Panel in developing recomndations for improvement

of the AFDC program.

The procedures to be followed in processing the cases were explained.

Upon completing his investigation and preparing his report, each investigator was

to tzrnsmit the file of documents developed in the investigation to the regional

team for review. If the Regional Review Teem found that all requirements were

satisfied in terms of the criteria and guidelines earlier established, it would

then transmit the case file to the Fraud Review Panel. If it was found the case

file did not indicate the investigative requirements had been met, it was to be

returned to the investigator for further work and completion.

Owing to the variation in size of the participating counties, the

number of investigators involved and attending this meting in each region varied

from one to approximately sixteen per county. The county representatives were

primarily District Attorneys' personnel. In most counties, the District Attorney's

investigative unit was responsible for performing the investigations. In several

of the larger counties, the District Attorney's office was assisted by the local

county welfare department in performing the investigations.

THE COSPIIATION -OF FiEDINGS AI DI LOP, T OF CONCLUSIONS

Documentation and findings were compiled in accordance with a standard

checklist for the conduct of each investigation. Even though fraud or adminis-

trative error wee found in a particular case prior to completing all of the

investigative tasks, the investigator completed the collection and analysis of

all item required in the checklist. Where documentation or information could

not be included in the case file, the investigator was asked to provide justifi-

cation for its absence fro* the file.

-11-
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rhe primary responsibility for developing the case information

necessary to enable the Fraud Review Panel to reach a conclusion rested with

the investigator assigned the case. This placed a responsibility tin each

Investigator to prepare a report on his investigation which conveyed to the

Regional Review Team and the Fraud Review Panel as complete and accurate a

presentation of the case as possible. He was required to ahow that his

findings in each case flowed logically from the evidence he developed, as

shown by the documents included in his case file.

-12-
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REVIEW BY THE REGIONAL TM AND FRAUD REVIEW PANEL

The review of cases was divided into two phases. The firstt phase was

a preliminary review performed by one of the three Regional Review Teems. The

second and final review we aide and conclusions were reached by the Fraud Review

Panel in Sacramento.

THE REGIONAL REVIEW

The three Regional Review Teems were in existence for the duration of

the study. The scope of their Involvement included the following:

1. Development and presentation of the orientation for Investigators.

2. Providing assistance to the investigators in Initiating the Investigations.

3. Conducting periodic reviews of the investigation progress and coordinating

as required.

4. Controlling cases and information about the study within their region.

5. Reviewing submitted cases.

6. Transmitting completed cases to the Fraud Review Panel, or returning

incomplete cases to the investigative unit.

7. Providing general assistance to the Fraud Review Panel as required.

The first two tasks in this list have been discussed briefly in previous sections

of this report. Highlights of the other tasks are discussed below.

Periodic reviews of the investigation progress end investigative coordi-

nation were performed in each region. This was necessary to assure that the study

deadlines would be met and to alleviate problems, particularly with agencies not

directly involved in the study, whose assistance had been requested. Individual

member of each regional team assumed special coordination assigimnts. In one

region, the county welfare department representative yes instrumental in acquiring

many additional services from the welfare agencies in support of the study.

-13-
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For two of the Regional Teams, this coordinating task was especially time

consuming owing to the extensive geographical area included in their regions.

Based on the need for reliable study results, the scientific design

of the study, and the techniques applied in the selection of sample cases,

control of the cases in each region was imperatLve. Master lists of case names

and numbers were maintained by each Regional Review Team for control over the

systematic and sequential allocation and investigation of cases. Each case

reviewed by the Teams was chocked against the master list to insure it was properly

includable in the study. In addition to control for statistical purposes, ech

Team was responsible for maintaining the confidentiality of each case end the

Information evolving from the investigations.

The scope of review of individual cases also included the measuring

of the quantity and quality of the investigative work as presented against the

guidelines set forth for the investigation; determination of the completeness of

the documentation and its orderly compilation; assurance that the findings and

reporting were accurately and completely presented; and the correcting of any

clerical errors.

The screening process at the Regional Review Tom level called for

individual members of each Team to review individual cases. For particularly

complex cases or cases in which the investigator's reporting raised questions,

the entire Team participated in the review. Team members making the individual

case reviews used the expertise of other members of the Team for support in

assuring that a proper investigation had been made and the findings were properly

presented.

From this screening, cases were either forwarded to the Freud Review

Panel with appropriate comnts, or returned to the investigative unit for further

work. In a few instances cases were rejected from the study by the Regional Team

Inasmuch as the case was not active at the time the investigation began.

-14-
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Tile FRAUD REVIEW PANEL

1The Fraud Review Panel held meetings in Sacramento as the number of

cases received merited such meetings. An Ernst & Ernst representative, serving

as coordinator, attended each of these meetings as a non-voting participant and

as a Regional Review Team coordinator. Great care was taken by the Panel in

this review to ascertain that there was clear evidence of recipient fraud in

a case before it was so designated. Each case of recipient fraud, as determined

by review of the case, was discussed at length by the entire Panel. All of the

Panel members were attorneys familiar with the AFDC program. A& such, they were

familiar with the implications of the definition of recipient fraud. Further,

they were aware of the evidence needed to establish the existence of fraud.

In addition to compiling information on the extent of fraud in the

sample cases investigated, the Panel also gathered information on administrative

errors that had come to the attention of the investigator at the time of his

review. The frequency and extent of the incidence of administrative errors are

included in the final section of this report. However, it should be emphasized

that the study was not aimed at determining the extent of administrative error.

This information, as a by-product of the study, is submitted in this report in

the expectation that it will be useful in reducing the extent of such errors in

the future.

-15-
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STUDY FINDINGS AND PROJECTIONS

Investigation of the AFDC cases selected for review from the statewide

Master Persons File indicated a significant number contained recipient fraud. It

was also noted that a significant number contained administrative error which

resulted in an incorrect payment to the recipient.

Cases investigated totaled 1,213. Of these, 191 or 15.75% were found

to contain recipient fraud. The most common type of identified fraud was found

to be 'Unreported Income' which was present in 8.747. of the cases investigated.

The second most cogmmn was the presence of an 'Unreported Man Assuming the Role

of Spouse' which was found to be present in 4.21%. of the cases investigated.

Recipient fraud of some other type was found to be present in 2.80% of the cases

---investigated.

Although the study's aim was to determine the amount of recipient fraud

present in the program, examples of administrative error also came to the atten-

tion of the investigators as they performed their review tasks. Administrative

errors were found to be present in 5.36% of the cases investigated. The study

was not aimed at determining the extent of administrative error. Accordingly,

the amount of such error quoted here, and in the accompanying tables, is not to

be considered as properly reflective of all such error in the sample or the

AFDC program.

A tabulation of the findings developed by the study is outlined in

Table I accompanying this report.

The statistics outlined above deal with the frequency recipient fraud

and administrative errors were found to be present in the cases investigated.

When the findings relating to the dollars fraudulently received by recipients

are examined, a better understanding of the effect of these fraudulent activities

-16-
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is obtained because mre determination that fraud existed in a given case does

not necessarily mesa that the entire &rant vwa fraudulently obtained. In

instances of outright ineligibility, the entire amount paid would be due to

fraud but in other cases, such as those of unreported income or the failure to

report the ineligibility of one of several children, only a part of the grant

would be attributable to the fraud while the balance vould be characterized as

"properly paid." Of the total mount paid to recipients covered by the cases

included in the sample, 10.0Owa e found to have been received fraudulently.

Further. 1.76% was found to have been paid as a result of adminiptrative error.

The total amount paid in June, 1969 to all recipients included in the

family Group and Unemployed Parent components of the AFDC program amounted to

$49,258,t24 according to Welfare Department records. Relating the study findings

to these total payments, and considering the reliability which can be given to

the results developed from the ample used, there is a 95% reliability that, plus

or minus 1.61%., $4,925,812 of the total amount paid in June, 1969 to the families

covered by these components wore received fraudulently. Table 1I further outlines

these findings.

The estimate of the dollar amount of fraud in June, 1969, can be used

to project the fraudulent amounts for all of 1969. The Research and Statistics

Divieion, California Departmet of Social Welfare, has indicated that welfare

payments have continued to increase since June and that considering June as an

average 1969 month would lead to a realistic, but slightly conservative estitie

of the annual amounts.

by multiplying the June estimates by telvo, It is estimated that

payments totaling $59,109,744 mere received fraudulently and paymts of at

least $10,403,316 were received as a result of administrative error in 1969.

.17-
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Payments received fraudulently are estimated to have been made as a result of

the following fraudulent acts In the amounts indicated:

Estimated 1969
Amount

Type of fraud:
Unreported Income
Unreported Man Assuming

Role of Spouse
Other

$27,958,908

20,688,408
10,462,428

$59,109,7"
- MI

.18-



RECIPIEIT FRAUD 124CIDEICE STUDY

June, 1969

UMBER OF CASES, TOTAL PANDMITS, AND FRAUD PAYthDITS IN AFDC SAMPLE CASES. BY TYPE OF FRAUD

!Yg OF CASE
Cases Determined to Contain Fraud:

Unreported Incm
Unreported Man Aseuming Role of Spouse
Other:

Unreported Change in Femily Composition
Mistatement of Material Fact
Unreported Ineligible Child
Unreported Excess Personal Property
Unreported Ineligible Recipient
Failure to Disassociate
Misrepresentation of Availability for Employment
Total Other

Total Cases Determined to Contain Fraud
Sale of Cases

TOTAL IN SAMPLE

TOTAL PAYIrTS
AVERAGE

MOUNT PERCENT PER ME

106 8.74% $ 20.947
51 4.21 10,626

7 .58
9 .74
3 .25
5 .41
4 .33
5 .41
1 .08
3)4 2.80

1,561
1,519

664
936
557

1,165
166

6.568

FRAUDULIMT PAYMENTS
PERCENT AVERAGE

A"aI. ER CASE

9.30. $197.61 $10.649
4.71 206.35 7,890

.69

.67

.30

.42

.25

.52

.07
2.92

191 15.75 38,141 16.93
1.022 84.25 187,133 83.07

1,213 1oo.0O0 $225,274 1oo.OaL

223.00
168.78
221.33
187.20
139.25
233.00
166.00
193.18

199.69
183.10

115.72

779
746
116
936
557
684
166

3.954

$22,523

4.73% $100.46
3.50 154.71

.34

.33

.05

.42

.25

.30
.06 164.0

1.77 $117.16 _0

10.OOT $117.9

111.29
82.89
38.67

187.20
139.25
136.80

MBER OF CASES. TOTAL PAYIMBNS, AND PAYMENTS IVOLVIG A24INISTRATIVE ERROR rN AFDC SAMPLE CASES

Type oF CASE

Cases With Administrative Error
Slance of Cases

TOTAL PAYMTS
CASES AVERAGE

NRUBR PERCER PERCENT PER CASE

65 5.367. $ 11,161 4.95 . $171.71
11148 94.64 214,113 95.05 186.51

ADMINISTRATIVE ERJR
PUCENT AVERAGE

AMOUNT ALLPMTS. PER CASE

$3 956 1.76.

TOTAL IN SAMPL 1.213 100.007. $225,274 lO0.O07

Note: It can be accepted with 957. reliability that the sample percentages above which relate to recipient fraudare accurate to within better then 4. 2.2%. Information relating to administrative error was noted incidentalto the investigation of recipient Gaud and the review tasks were not designed to determine the extent of such error.Accordingly, no accurate projections of such error can be made from the cases investigated.

$185.72



3185
RECIPIENT FRAUD INCIDENCE STUDY

l1une, 1969

ESTIMATED TOTAL NUMBER OF CASES AND AMOUNT OF PAYMENTS INVOLVING FRAUD

TYPE OF CASE

Type of Fraud:
Unreported Income
Unreported Man Assuming
Other

Payments With Fraud
Balance of Payments

CASES
SAMPLE ESTIMATED
PERCENT NUMBER

Role of Spouse
8.74%.
4.21
2.80

84.25

23,170
11,162
7,423

41,755
223,353

PAYMENTS
SAMPLE ESTIMATED
PERCENT AMOUNT

4.73.
3.50
1.77

10.00
90.00

$ 2,329,909
1,724,034
871,869

4,925,812
44,332,312

TOTAL PAID IN JUNE, 1969 100.0O 265,108 100.00 $49,258,124

ESTIMATED TOTAL NUMBER OF CASES AND
AWOUJNT OF PAYMENTS INVOLVING AIINISTRATIVE ERROR

TYPE OF CASE

Cases With Administrative Error
Balance of Cases

CASES
SAMPLE ESTIMATED
PERCENT NUMBER

PAYMENTS
SAMPLE ESTIMATE
PERCENT AMOUNT

5.36. 14,210 1.76% $ 866,943
94.64 250,898 98.24 48,391,181

TOTAL PAID IN JUNE, 1969 100.00% - 265,108

Source: Total June, 1969 cases and payments from California Do
Research and Statistics Division.

100.007. $49.258.124

apartment of Social Welfare,

Note: It can be accepted with 957 reliability that-thq same percentages and derived
amounts above which relate to recipient' fraud are accurate to within better than
+ 2.2. Information relating to administrative error was noted incidental to
the investigation of recipient fraud and the review tasks were not designed to
determine the extent of such error. Accordingly, no accurate projections of
such error can be made from the cases investigated.

TABLE II
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January 7, 1970

Mr. Robert Martin, Director
State Department of Social Welfare
744 P Street
Sacramento, CA 95814

Dear Mr. Martin:

The results of the study to determine the incidence of undetected

recipient fraud in the Aid to Families With Dependent Children (AFDC) caseload

have been reported to you under separate cover on this date.

'In conducting this study new benchmarks have been established in coopera-

tive relations between-county and state government. The major part of the study

work has been performed by District Attorneys and members of their staffs. In

spite of the extreme pressure of other responsibilities, these individuals and

agencies have given generously of their time, sometimes.at personal sacrifice.

In addition, a number of county welfare departments have also contributed investi-

gative and other valuable staff services.

The taxpaying public which has the responsibility of caring for those

whor are truly in need deserves to have confidence that the regulations governing

the welfare program are scrupulously adhered to. For the same reason, those who

are in any way involved in the administration of the system have the absolute duty

to insure that such is the case. Only in this way can the proper concept of

public support of welfare program be realized.

In conducting this study the Fraud Review Panel was given a unique

opportunity to survey and critically examine many of the procedures and problems

related to the program.
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Mr. Robert martin -2- .hmuary 7, LQ70

Otir obspervntions .and the attidy findings cle;ariv indtie;%tv it i rititi

ioroblem is present whtch wilt reqltre continutng aLtntfoii. It appears- Most

advisable that a program be developed which will constantly asses the level of

administrator and recipient compliance with the law and regulatory requirements.

We recommend that a program be adopted which will provide for continuing review

and monitoring of that compliance.

Accompanying this letter are further recommendations developed during

the conduct of the study. Many are not new. Many have been discussed elsewhere.

The Panel believes, however, that the study findings add a new note of urgency,

and it is for this reason that they are restated here. The findings in the report,

the cotmen'.s and observations above, and the accompanying recommendations should

be viewed in a positive context. It has been the Panel's goal to establish the

extent of fraud and to suggest ways in which waste can be curtailed to the end

that those truly in need may be most benefited.

Very truly yours,
FRAUD REVIEW PANEL/ M3ERS

Keith C. Sorensdn, District Attorney
San Mateo County -)

John M. Price, District Attorney

Sacramento Co

Richard N. Parslow, Jr., Deputy district Attorney
Or& County/

Ray If. Sullivan, Jr., Couwry Counsel
Riverside County

Rudolf H. Michsels, Chief; Legal Office
State Department of Social Welfare
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RECOOMDTIOPS

State and County Adinistration

A significant portion of welfare fraud losses result from the failure

to report changes in family composition and income; either earned income, income

in-kind, or income received from other sources. Related to this is the need for

a clearer understanding on the part of the recipient of his responsibility to

report such circumstances, and improvement in the system by which such reports

and status changes are received and processed by the counties.

It is clear there is room for improvement in all of these areas. The

recipient-oriented caseworker must realize the serious implications for the

recipient as a result of his (the caseworker's) failure to insure the recipient's

understanding of these requirements. The consequence of such a failure can lead

to prosecution. While this fact should be impressed on the recipient, the case-

worker must also understand that failure to adequately cover this subject in his

discussions with the recipient may be exposing both to needless difficulty.

A significant portion of the fraudulent conduct and many of the errors

identified in this study comenced or were permitted to continue unabated because

some caseworkers were not sufficiently aware of the danger signals. The apparent

lack of training and/or interest on the part of some caseworkers may be viewed as

a significant factor associated with the incidence of fraud and error.

There is a serious lack of uniformity between the counties as to

(1) when during the month such reports of changes in family composition and income

are due, (2) the manner of processing the reports, and (3) the ease with which the

information contained in the reports can be applied to the grant. In connection

with these problems the Panel recommends that:
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1. Regulations provide for a mandatory, timely, simplified and uniform

system for reporting income and changes in family composition by

recipients throughout the State.

2. Regulations and forms on this and other subjects be written in a clear

and concise manner to the end that ambiguity is eliminated. For

example, the word "prompt" would be better understood if a specific

period of time were substituted; the words "Income" and "Family

Composition" would be better understood if they were clearly defined

and their definitions impressed on recipients.

3. Monthly detailed status and income reports be required as a pre-requisite

of paying aid.

4. The recipient be instructed, before being asked to complete any document

relating to eligibility for aid, that any false statement will subject

him to criminal penalties.

5. Regulations regarding signatories on affirmations and reaffirmations

require that all adults in the home who affect the grant must sign

these doctiments, as well as any and all adults responsible for the

child.

6. Greater attention be given to those cases in which there is variable

income or income from self-employment, as well as during those periods

in which there are five weekly pay periods.

7. Consideration be given to pressing disciplinary and/or legal action

against caseworkers and others who deliberately or negligently overlook

illegal situations or who aid and abet in the commission of welfare

fraud.

8. It be-required that each applicant for aid receive a pictorial pamphlet

outlining his responsibilities; and this document be followed up with
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mailing@ at intervals in the future. An example of such a brochure

acctmpnies this report as Appendix A.

9. Efforts to simplify AFDC program regulations be continued. The extensive

detail involved In policy, regulations and calculation of the need and

the grant, results in confusion and misunderstanding of the program

requirements.

In the course of the study the Fraud Review Panel was exposed to some

of the administrative complexities of the internal system at both the state and

county level. The vastness and costs of these system would sees to justify

close and continuing scrutiny to insure that the internal mechanism functions as

efficiently and economically as possible. While payment documentation is a

necessity, attention should be given to simplifying the steps, eliminating

unnecessary steps and providing some tracking system in order to determine without

delay the number and amounts of grants received in a particular case in a given

period. Reports of all kinds should be carefully evaluated to insure they are

still justified in terms of their usefulness and purpose and, if so, that they

are both accurate and timely. Although these comuts are of a general nature,

the Panel recoamends that:

10. Continuing attention be given by the State Department of Social Welfare

to updating the Master Persons File and developing procedures which

will assure that it remains current. In this connection it is important

that the counties continually provide current information for input

into the file.

11. Regulations concerning the final payment of aid in the month of discon-

tinunce be improved. At this point substantial overpayments can be

made which are difficult or impossible to recover due to the inability

of the system to respond promptly to change.
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12. Notices advising recipients of discontinuance contain in bold print

that there is no further entitlement; that any warrants received should

not be cashed but returned to the welfare department. Further, that

such notice recite the penalty for non-compliance with this requirement.

13. As an aid to maintaining better controls, support contributions received

by the probstion or other departments of county government in all cases

be uniformly transmitted to the welfare department to offset the grant

instead of being paid directly to the recipient.

In their review of sample cases in this study, members of the Panel have

identified a number of problem areas associated with the payment of aid and the

policies and regulations related thereto. As a means of resolving these problems,.

the Panel recommends that:

14. A system of closer followup be established to insure that extra sums

paid recipients to meet specific special needs are actually used for

the purpose intended.

15. A policy be adopted which will provide for the discontinuance of

aid when a recipient absents himself from the state for thirty days for

whatever reason.

16. Regulations require the listing of parent social security numbers as

well as other potential employable family me rs on the application

for aid, and a greater effort made to obtain these numbers on current

cases. Applicants for aid who do not have social security cards can be

assisted in completing the simple application at the time the applica-

tion for aid is taken.

17. In cases involving fraud, the guilty party not have the benefit of

deductions for work-related expenses and/or other exemptions in

computing the amont of the overpayment.
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18. Caseworkers alone not have the authority of '4eclaring individuals

incapacitnted. Stopervisory staff shoutild pnrtlcipate in this decision

ir'ter appropriate evaluation and veriticition.

The Panel makes two observations with regard to existing statutes and

the need for legisLative action. First, the wording in Section 10500, Welfare

and Institutions Code is such that it is being used for purposes contrary to its

intent. Secondly, Section 11482 of the Welfare and Institutionu Code, as related

to Section 487.1 of the Penal Code causes a distinction to be made between welfare

recipients and non-welfare recipients.

The Panel recommends that legislation be introduced for the purpose

of amending:

19. Section 10500, Welfare and Institutions Code reads as follows:

"Every person administering aid under any public assistance
program shall conduct himself with courtesy, consideration, and
respect toward applicants for and recipients of aid under that
program, and shall endeavor at all times to perform his duties
in such manner as to secure for every person the maximum amount
of aid to which he is entitled, without attempting to elicit any
information not necessary to carry out the provisions of law
applicable to the program, and without comment or criticism of
any fact concerning applicants or recipients not directly related
to the administration of the program."

This section should contain language which speaks to the recipients'

responsibility and, further, sets forth the requirement that welfare

benefits are to apply as a supplement to all other benefits to which

the recipient may be entitled, and after property which exceeds the

limitations has been utilized.

20. Section 11482, Welfare and Institutions Code reads as follows:

"Any person other than a needy child, who willfully and knowingly,
with the intent to deceive, makes a false statement orretresentation
or knowingly fails to disclose a material fact to obtain aid, or who,
knowing he is not entitled thereto, attempts to obtain aid or to
continue to receive aid to which he is not entitled, or a larger
amount than that to which he is legally entitled, is guilty of a
misdemeanor."
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This section should be amended so it is consistent with Section 487.1 of

the Penal Code; that is welfare fraud resulting in an overpayment of

It-as than $200 should be considered a misdemeanor and in excess of $200

should be defined as a felony. Such a change would clarify the present

Law.

(:aseworker-Recipint Relationships

Efforts of caseworkers, both eligibility and social workers, are directed

toward assisting the recipient in obtaining financial independence and self-

determination, as vell as improving his self-image and his physical and emotional

Environment as well as that of his family. The tools used by the caseworker in

achieving these objectives are the various financial aid and service programs

supported by the public or private organizations within certain limits and guide-

lines. The caseworkers' responsibility to render aid in a humane and understanding

,unner is obvious. Their responsibility in administering public funds and the

wobIlc trust involved is just as obvious.

There appears to be however, a minority of caseworkers who overlook and

,.'courage acts by recipients which are contrary to the letter and intent of the

*r.-scribed limits and guidelines. Aside from fostering greater dependency in the

recipients these few caseworkers should realize that welfare cheating is a morally

degrading act. Unlawful Atts are just as degrading when comitted by a welfare

recipient as when committed by an individual who is financially independent. For

these caseworkers to fall to shoulder their responsibility in this area - to

deliberately overlook or in other ways to encourage this behavior in recipients

is directly contrary to basic social work philosophy. An indication of this

adverse and negative attitude manifested itself recently when some caseworkers

advised their co-workers and recipients not to cooperate in this study, a study

-6-
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wt',dh wAs int ittited and conducted within the Jurisdiction of welfare administra-

1 1111. 1'thli" ,'mplovevs h.%ve the .s#mo obligation to taxpayers, as employees of

irlv~te orgAnlxattons have to their employers, and such activities should be dealt

with accordingly.

Wel fare recipients specifically and the public in general have a right

to expect that caseworkers will be trained and knowledgeable in their areas of

responsibility. Although recognizing there is a great amount of detail involved

in this work, the Panel believes that a significant part of the administrative

error and fraud identified in its report could have been avoided with improved

caseworker training.

On the general subject of caseworker-recipient relationships, the Panel

recommends that:

21. Greater emphasis be placed on developing in caseworkers, a sophisticated

awareness of the possibility that they may be deceived. This subject is

discusged at greater length below.

22. Increased emphasis be placed on supervision and review of case record

material by caseworkers and supervisory staff. More than isolated

instances were noted where glaring errors and omissions requiring

follow-up did not receive necessary attention or were subject to

unnecessary delay.

itect ,con &ad Prevention of Fraud

In general terms, one of the most pressing needs in connection with

preventive programs is a systematic training program for caseworkers and eligibil-

ity workers. Such training should be included in the initial caseworker orientation

and furthered by the use of in-service training programs. Involvement should be

mandatory. A suggested plan for developing such a comprehensive program is contained

in Appendix B.

in the area of detection and prevention, the Panel recommends that:
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23. In consideration of the extent of welfare fraud and administrative

error revealed by the fraud study, county governments carefully

review the present level of fraud investigation and staffing to

determine whether they are adequate to cope with the size of the

existent problem.

24. A method be developed for identifying, for closer follow-up, those cases

in which the recipient has previously been suspected of welfare fraud

or has, in fact, been convicted of welfare fraud.

25. The State utilize information developed by state and federal agencies

as aids to administering the program. Systematic obtaining of inform-

tion on recipients earnings, benefits and property would be of signifi-

cant benefit in this regard.

26. Cases involving large monthly totals of aid payments and other income,

and cases involving unemployed or incapacitated parents, be scheduled

for special and more frequent follow-up.

27. In instances where recipients are not furnished caseworker services,

provision be made for frequent review of eligibility.

28. County governments be encouraged to expand their investigative staffs

to meet the problems identified by the study. Smaller counties should

receive assistance in developing investigative staffs in the areas of

child support and welfare fraud, perhaps through a county pooling

arrangement.

29. Where school attendance is a condition of receipt of welfare the

caseworker contact the school with sufficient frequency to insure that

eligibility continues to exist.

30. The policy of non-scheduled home visits by caseworkers during normal

business hours be adopted by all counties.
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ABOUT MONEY YOU GET FOR YOURSELF OR YOUR CHILDREN

E-- from your job E3 from a child's father E] from disability
(-3 from a child's Job E-3 from rent (-3 from unemployment
E:3 from your family [- from social security E3 from any other source
(3 from.your friends (3 from workuens' compensation

ABOUT PEOPLE IN YOUR HONE - WHEN ANYONE MOVES IN,
MOVES OUT, OR VISITS

[-3 a family member E:3 another adult or child E(] your child
E(3 a friend

ABOUT YOUR PROPERTY - THINGS YOU OWN OR BUY

if you are buying or sellLnL:
E-3 a home I 3
(3 other property E3

a car
appliances

E- furniture W
-(3 if you are buying life

insurance

HAVE YOU MOVED LATELY? ARE YOU PLANNING TO MOVE?

Does your social worker know your now address? E(3

SCHOOL

Do you have a child over 15 who does not go To school? E(]

IF YOUR SOCIAL WORKER DOES NOT KNOW THE THINGS YOU
HAVE CHECKED ABOVE, call him and tell him nov - this
Is for your PROTECTION I

(a) Aug., 2966093
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TELL

SXIAL

For your child
to get the right
amount of aid,
your social worker
must know about

I

HOMEY you or your
child got - no
matter who or
where it Ls from.

THINGS you own or
are buying.

PEOPLE who live
with you - no
matter who they
are.

Have you told your
social worker ALL
he must know to
pay aid for your
child?

Don't wait for him
to ask. Tell your
social worker ALL
THE FACTS now !

WMT
I5F IvnuR

Fraud is a crime.,A
person may have to
pay a fine and he
may be put in jail
for fraud.

When a person gets

aid that he should
not get, he may be
guilty of fraud...

IF the aid was paid
because he lied.

IF the aid was paid
because he told only
part of the truth.

IF the aid was paid

because he did not
tell all the facts
right away.

Too can help stop fraud. Check
the list inside this folder. If
your social worker does not know
all these facts about you and
your family - tell him NOW I

A few people do not
tell their social
worker all the facts.

These people can be

arrested for fraud.

V1,at Is FRAUD?

5-roP
FUD



3200
SUGGESTIONS FOR DEVELOPING A

FRAUD PREVENTION AND DETECTION TRAINING PROGRAM

1. The Director of the State Department of Social Welfare would have

responsibility for mandating this program in all counties.

2. The curriculum would be developed by a group consisting of representatives

of the County Welfare Directors' Association and the District Attorneys'

Association who have demonstrated an interest in this area. Included would

be a Deputy District Attorney with experience in welfare fraud and child

support, an experienced casework and eligibility supervisor, a county

welfare investigator and district attorney investigator as well as selected

executive staff of the State Department of Social Welfare.

3. Each new caseworker and eligibility worker would receive fraud detection

and prevention training as a part of his orientation.

4. Within the first six months the new staff member would participate in a

full days fraud prevention and detection training activity.

5. Advanced courses would be provided for supervising staff at regular intervals

and participation would be mandatory. Subject matter would be varied.

6. Programs would include a heavy emphasis on prevention, as well as:

a. Identification of clues and leads

b. Actions to be taken

c. Referral procedures

d. Recipient responsibility

e. Staff member responsibility

f. Case examples to illustrate

APPENDIX B
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In the Supreme Court of the

United States

No. 71-63

ANDREW Jums, individually and in
his capacity as Administrator of

the Oregon Public Welfare Division,
AppeUant,

Vs.

SiImoN Lm MzyR, et al.,
AppeUees.

On Appeal from the United States District Court
for the District of Oregon

Petition for Rehearing
Appellant, Andrew Juras, Administrator of the Oregon

Public Welfare Division, respectfully petitions this Court
for a rehearing in the above-captioned case. The States of
Arizona, California, Florida, Illinois, Indiana, Iowa, Kan-
sas, Kentucky, Massachusetts, Nebraska, Nevada, New
Mexico and Oklahoma, through their respective Attorneys
General, respectfully join in this petition. Without having
had the benefit of full briefing and oral argument, this
Court, on October 12, 1971, summarily affirmed the judg-
ment of the three-judge District Court below, invalidating
the -provisions of Oregon law which predicate continued
receipt of benefits under the Aid to Families With Depend-
ent Children (AFDC) program upon cooperation by the
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custodial parent in identifying, locating, establishing pater-
nity (if necessary) and obtaining support from a "needy,
dependent" child's absent parent.

REASONS FOR GRANTING A REHEARING
This Court has decided a question of broad public im-

portance and has affirmed a judgment which has sweeping
nationwide impact, without having had the benefit of full
briefing and argument. The decision affects not only the
State of Oregon and the thirteen states which have joined
in this petition, but the remainder of the fifty states as well,
all of which, in the exercise of legislative judgment, have
implemented in a fashion similar to Oregon, the Congres-
sional directives of the "NOLEO" provisions of the Social
Security Act [42 U.S.C. §§ 602(a) (11), (17), (21), and
(22) ] requiring notification of law enforcement officials and
subsequent action to establish paternity and secure support
from absent parents for the benefit of needy AFDC children.

The Oregon regulations at issue implement the federal
"NOLEO" provisions by providing for a denial or termina-
tion of assistance if the mother "refuses to cooperate" with
law enforcement officials in seeking child support. In the
instant case, appellee Meyers refused to sign a non-support
complaint against her husband, while appellee Young re-
fused to reveal the identify of the putative father of her
illegitimate child. HoweVer, "failure to cooperate" may also
include a refusal to be interviewed by law enforcement
officials or a concealment of the identity or whereabouts of
the father. All of these aspects of "cooperation" are encom-

1. E.g., Cal:'ornia Welfare and Institutions Code section 11477
provides for disqualification from continued AFDC eligibility if
the custodial parent refuses to offer reasonable assistance to law
enforcement officers and defines specific acts which shall be deemed
to constitute such refusal as: (a) "A refusal to be interviewed by
the district attorney," (b) "A refusal to sign a complaint against
the absent parent," (c) "A request to dismiss the complaint," or
(d) "The concealment of the identity or whereabouts of the absent
parent."
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passed within the Oregon regulations, yet have differing
impact and justification. Cases from other jurisdictions
raising these different aspects are currently pending before
this Court [Carleson v. Taylor, No. 71-306, Oct. Term 1971
(California-refusal to sign a complaint); Weaver v. Doe,
No. 71-478, Oct. Term 1971 (Illinois-refusal to name the
putative father of an illegitimate child)] and before three-
judge District Courts in at least two states [Chee v.
Graham, D. Ariz. No. CIV 70-532 PHX WEC (refusal to
identify putative fathe: of illegitimate child and refusal to
sign complaint); Doe v. Carleson, N.D. Cal. No. C-71 864
RFP (refusal to be interviewed by district attorney)], and
before the Court of Appeals for the Tenth Circuit (No.
71-1180) in the appeal from Saiz v. Goodwin, 325 F.Supp. 23
(D. N. Mex. 1971) (refusal to identify putative father of
illegitimate child).

The NOLEO provisions of the Social Security Act, as
well as regulations of the United States Department of
Health, Education and Welfare, impose stringent require-
ments upon states to establish paternity and to secure
support from natural parents for needy, abandoned chil-
dren, in lieu of continued, self-perpetuating welfare sub-
sistence. In many instances, the cooperation of the mother
is absolutely essential to the successful collection of child
support. Providing the mother with the option, as does the
Oregon law in question, of cooperating in this regard or of
not continuing to receive welfare "is a reasonable adminis-
trative tool... [which] serves a valid and proper adminis-
trative purpose for the dispensation of the AFDC
program." Wyman v. James, 400 U.S. 309,326 (1971). More-
over, particularly in cases of illegitimate children, coopera-
tion by the mother at least in terms of identifying the father
may well be the only method by which the process of judicial
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establishment of paternity and the sought-after securing of
support, may even be commenced.

This Court's decision, touching on all of the various fac-
tors comprising parental "cooperation with law enforce-
ment officials", as it appears to do, will have a devastating
effect on the states' ability to give meaningful effectuation
to the NOLEO provisions of the Social Security Act. These
adverse results will occur most significantly in the area of
attempting to secure support for illegitimate children-the
very area in which, appellant believes, Congress was most
concerned in the enactment of the NOLEO provisions.

Appellant urges this Court to grant a rehearing in this
case to permit full briefing and argument, with theparticipa-
tion of other concerned states, before any final decision is
reached. Simultaneously, it is respectfully urged that prob-
able jurisdiction be noted in Carleson v. Taylor, No. 71-306,
and Weaver v. Doe, No. 71-478, to permit full exploration
and plenary consideration of the very important inter-
related issues raised here and there.

ARGUMENT
The Oregon Regulations In Isue Are a Reasonable Adminis-
trative Tool Which Serve a Valid and Necessary Pwpose In
the Dispensation of Benefits Under the "Aid to FamIlies with

Nedy Children" Program.
Appellees have urged, and the District Court has held,

that the Oregon regulations, providing for a termination of
AFDC benefits upon a mother's refusal to "cooperate with
law enforcement officials" in seeking parental support from
absent fathers, are invalid because in conflict with the Social
Security Act. Appellant respectfully submits that a thorough
analysis of the Social Security Act, as construed by this
Court in King v. Smith, 392 U.S. 309 (1968), and Wyman v.
James, 400 U.S. 309 (1971), compels the conclusion that the
challenged provisions of Oregon law are valid.

4



3209

In King v. Smith, supra, this Court appropriately noted
that the "protection of . . . [dependent] children is the
paramount goal of AFDC," 392 U.S. at 325, and held that
the State of Alabama could not subvert that objective by
means of the "transparent fiction that ... [dependent chil-
dren] have a substitute father," id. at 334, simply because
their mother had had an occasional rendezvous with a
paramour.

In that case, however, this Court, in discussing the
"NOLEO" provisions which are at issue herein, noted that
the Congressional intent was clear that those "provisions
seek to secure parental support in lieu of AFDC support
for dependent children." Id. at 332 (Emphasis added). The
NOLEO provisions are directed at the participating states-
requiring the state "welfare" and "law enforcement" officials
to establish procedures to determine paternity (if neces-
sary) and to secure support for abandoned children from
legally responsible parents. 42 U.S.C. § 602(a) (17). And,
as noted by the District Court below (see Jurisdictional
Statement at 8-9), the Social Security Amendments of 196W
(81 Stat. 878) gave to the states additional federal aid and
agency-assistance in pursuing this important goal. See 42
U.S.C. §§ 602(a) (21), (22).

Thus, all concerned must cooperate in striving toward
the goal of obtaining parental support in lieu of AFDC-
all except the mother, at least so say appellees. The mother
is. exempted from this cooperative scheme, in appellees'
view, because of her asserted overriding "right of privacy"
(her desire to avoid discussing any details of her sexual
activities which have resulted in the conception, and birth,
of the now "needy" child) -notwithstanding the Congres-
sionally-mandated goal of obtaining parental, rather than
public, support for the child. Appellant submits that this



3210

Court has already definitively rejected the same assertion
in a virtually identical context:

"The focus is on the child and, further, it is on the
child who is dependent. There is no more worthy object
of the public's concern. The dependent child's needs
are paramount, and only with hesitancy would we rele-
gate those needs, in the scale of comparative values,
to a position secondary to what the mother claims as
her rights." Wyman v. James, supra, 400 U.S. at 318
(Last emphasis added).

Appellees correctly pointed out in their Motion to Dis-
miss or Affirm (at page 6, and footnote 2) that the Oregon
Public Welfare Division has been provided with "legal-
tools to recover child support from absent fathers on its
own motion."2 However, appellees' argument presupposes
that the state officials know the identity and the where-
abouts of the absent father. Appellant submits that knowl-
edge in these regards can be obtained by state officials--at
least, and particularly, with regard to illegitimate children
-most easily, and often exclusively, from the mother. "[I]t
is obvious that any program to enforce a support obliga-
tion for an illegitimate child is useless if the mother refuses
to reveal the identity of the child's father . S." Saiz v.

Goodwin, supra, 325 F.Supp. at 25.
Yet, appellee Young herein, like appellee Doe in Weaver

v. Doe, No. 71-478, supra, and like appellant Saiz in the
appeal in Saiz v. Goodwin, supra, and like plaintiff Chee
in (hee v. Graham, supra, argues that she need not "co-
operate"-not even to provide the name of a man whom

2. Unquestionably Oregon, and other states [see, e.g., Cal. Welf.
& Inst. Code §§ 11350, 11353, 11476 as amended effective October
1, 1971, the text of which is set forth in Appendix B to the Motion
to Dismiss or Affirm in Carleson v. Taylor, No. 71-306] possess
"legal'tools" to proceed "on their own," in certain instances, against
absent fathers to obtain child support.

6
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the state may contemplate suing for the benefit of her
illegitimate child-but that she and her child must none-
theless continue to receive AFDC benefits. Appellant sub-
mits that neither the Social Security Act nor the Constitu-
tion compels such a result-yet the decision of the District
Court which has been-summarily affirmed herein leads inex-
orably to such a state of affairs.

In our view the issue in this case is substantially iden-
tical to that in Wyman v. James, and, insofar as differences
exist, the regulation here presents an even stronger case
for a determination that it is a "reasonable administrative
tool; that it serves a valid and proper administrative pur-
pose for the dispensation of the AFDC program; [and]
that it is not an unwarranted invasion of personal privacy
... ." Wyman, supra, 400 U.S. at 326.

In Wyman,-this Court stated the issue before it to be
"whether a beneficiary of the program for Aid to Families
With Dependent Children (AFDC) may refuse a home visit
by the caseworker without risking the termination of bene-
fits." 400 ,U.S. at 310 (Footnote omitted). In the instant
case, the issue is whether a recipient may refuse to co-
operate with law enforcement officials by refusing to sign.
a complaint, by refusing to be interviewed, or by concealing
the identity of the putative father of the child-again with-
out risking the termination of benefits.

In Wyman (400 U.S. at 315-16), this Court discussed
federal aspects of the AFDC program provided for in
Subehapter IV, Part A, of the Social Security Act of 1935,
49 Stat. 620, as amended, 42 U.S.C. §§ 601-610. The Court
noted that the purpose was to encourage the care of chil-
dren in their own homes by enabling the states to furnish
financial assistance and other services to needy dependent
children to strengthen family life, and recited from the Act

7
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that a state must, in determining need, take into considera-
tion any other income or resources, must provide for bring-
ing the conditions to the attention of an appropriate court or
law enforcement agency where the state agency had reason
to believe the child's home was unsuitable, and that where
there is reason to-believe the aid is not being used in the
best interests of the children, the state agency may provide
counseling or guidance or advise the recipient that pro-
tective payment or the appointment of a guardian or crim-
inal penalties might result. The Court noted that home
visits were not required by federal statute or regulation,
id. at 319, but that the home visit required by New York
served the appropriately important purpose of enabling the
state to determine whether there were changes affecting
the family's eligibility or the amount of assistance and
whether there were any social services needed. Id. at 314.

As relevant to the instant case, the Social Security Act
also requires that the state plan must provide for prompt
notice to law enforcement officials in respect of a child who
has been deserted or abandoned by a parent [42 U.S.C..
§ 602(a) (11) 1, and must provide for the development and.
implementation of a program to establish the paternity of
a child born out of wedlock and to secure support from the
abandoning parent for any child receiving aid. 42 U.S.C.
§ 602(a) (17). Thus, the establishment of paternity and the
obtaining of support here, in contrast to the home visits
of Wyman, are required by the Act. The Oregon regulation
at issue here implements, rather than conflicts with, this
requirement.

In Wyman, after noting the hesitancy with which the
Court would relegate the dependent child's paramount
needs to a status inferior to any claimed rights of the
mother (400 U.S. at 318) the Court approvingly acknowl-

8
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edged the state's interest in seeing that the primary objects
of its concern (needy children) in fact benefit from its
grants of aid. A sanction against the mother (of termina-
tion of assistance) was held to be an appropriate "gentle
means . . . of achieving that assurance." 400 U.S. at 319.
Here, if maternal cooperation is refused, assistance simply
does not begin or is terminated.8

The application of these considerations to the instant
case are apparent. The obtaining of support from an absent
parent is perhaps the critical factor in allowing the recipi-
ent child to become freed of dependence on public assistance.
The potential benefit to the child, itself, is patently obvious.
Moreover, where the child is illegitimate, the determination
of paternity provides him with a "name" and a heritage. For
all children, the obtaining of support from the absent parent
provides a responsible parent, and encourages contact and
the strengthening of the family ties in furtherance of the
Congressional objective. See 42 U.S.C. § 601.

Within the context here of implementing the NOLEO
provisions, in instances where paternity of a needy child
is in question and where the mother "refuses to cooperate"
but where the identity of the putative father is known or sus-
pected, alternatives to aid termination are "not without
... seriously objectionable features," Wyman, supra, 400
U.S. at 323, just as were the sought-after search warrant
procedures in Wyman. See 400 U.S. at 323-4. Where the
identity of the putative father is known or suspected, the
state may appoint a guardian ad litem for the child and
file a civil suit in its name against the alleged father. The
mother is then a potential witness and subject to civil discov-
ery both by the state, representing the child, and by the

3. Compare Wymcn, 400 U.S. at 317-18: "If consent to the
visitation is withheld, no visitation takes place. The aid never be-
gins or merely ceases, as the case may be."

See also, HEW's regulation [45 C.F.R. § 235.70 (c), 36 Fed.
Reg. 3869 (Feb. 27, 1971)] which reflects a similar option: the
mother may receive aid and .thereby become subject to NOLEO
requirements, or she may withdraw her application for assistance.

9
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alleged father. Her answers are then a matter of public
record. Where the responsible state agency has been unable
to carry out an interview and preliminary investigation,
these answers may reveal that the named or suspected
father is not the likely father whether due to the mother's
lack of candor of ignorance of biological facts; and thus,
may unnecessarily reveal embarrassing personal facts.
There is also obvious and unnecessary loss of privacy and
embarrassment to the improperly named man. In any event,
such personal facts will be a matter of public record in all
cases, whereas a private and confidential interview with
enforcement officials might have determined that there was
no possibility of succeeding in an action. Clogging of the
judicial system with unnecessary and fruitless lawsuits
also would thereby be avoided. Minimum interference with
the "privacy" of all concerned-man, woman, and child-
would be insured.

We submit that the question at issue here is indistinguish-
able from that in W yman, except that it presents a stronger
case in favor of validity. The Oregon regulation is "a reas-
onable administrative tool" that "serves a valid and proper
administrative purpose for the dispensation of the AFDC
program" and is clearly within the holding and rationale
of Wyman. As this Court aptly observed there:

"What Mrs. James appears to want from the agency
which provides her and her infant son wi't'hhe neces-
sities of life is the right to receive these necessities
upon her own informational terms, to utilize the
Fourth Amendment as a wedge for imposing those
terms, and to avoid questions of any kind." 400 U.S.
at 321-22.

Here, each of the appellees attempted to insert a "Ninth
Amendment Wedge," when in fact all that is involved is a

10
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matter of simple choice-either to cooperate in securing
support for her child while receiving public assistance, or
not to cooperate and suffer the consequence of loss of aid.
"The choice is entirely hers, and nothing of constitutional
magnitude is involved." Wyman v. James, supra, 400 U.S.
at 324.

CONCLUSION
For the above reasons, it is respectfully requested that

this Court grant a rehearing in this case and note probable
jurisdiction in Carleson v. Taylor, supra, and Weaver v.
Doe, supra, to permit full exploration and plenary consider-
ation of the very important interrelated issues raised.

LEE, JOHNSON
Attorney General of Oregon

JOHN W. OSBURN
Solicitor General

AL J. LAUB
THOMAS H. DENNBY

Assistant Attorneys General
State Office Building
Salem, Oregon 97310
Telephone: (503) 378-4402
Counsel for Appellant
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EvEwL J. YOUNGER

Attorney General of California
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JAY S. LINDERMAN

Deputy Attorneys General
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NORTH DAKOTA MEDICAL ASSOCIATION,
Bismark, N. Dak., February 3,1972.

Hon. QUENTIN N. BuRDIcK,
U.S. Senate,
Washington, D.C.
DEAR MR. BURDICK: Current State Health Department Regulations require

that patients in nursing homes are seen by a physician once every thirty days.
Title XVIII, and by reference Title XIX, have similar regulations as a condi-

tion for participation.
The Council of the North Dakota Medical Association reiterated a previous

position that patients should be seen when medically necesary, and not on a
time interval basis. The Council endorsed the enclosed resolution passed by the
American Medical Association and directed that a copy be forwarded to you.

Thank you for your cooperation.
Sincerely,

VERNON E. WAGNER.
(Enclosure.)

RESOLUTION 1-PHYsIcIAN VISrS TO EXTENDED CARE FACILITIES

Resolution 1 requested that the AMA urge the Social Security Administration
to amend its regulations so that a physician may exercise his medical Judgment
and visit Medicare and Medicaid patients only as frequently as medically neces-
sitated, rather than at least once every thirty days.

The House considered the following Substitute Resolution:
"Resolved, That the House of Delegates of the American Medical Association

affirm that, in the interest of the best patient care, the frequency with which
patients are seen is properly the decision and responsibility of the physician,
subject to proper and recognized review by his peers and be it further

"Resolved, That this policy be transmitted to all public and private third party
payment agencies and to the Joint Commission and Accreditation of Hospitals."

Substitute Resolution 1 adopted.

NEw YORK, N.Y.
ToM VrL,
Chief Counsel, Senate Finatwe Committee,
Senate Office Building,
Washington, D.C.

The following statement is for insertion in formal hearing record on HRT.
We are opposed to H.R. 1 It is based on false premise that cause of poverty lies

within poor. It is punitive. Its passage, even with Ribicoff amendments does not
advance true welfare reform.

But the position of the poor retrogresses, state by state. We urge immediate
emergency relief to the states until Congress can develop a more adequate wel-
fare reform program. Using fiscal 1970 as the base year, assure each state of 100-
0/0 federal funding of all welfare costs over this base providing they do not
retreat from current standards.

WALTER L. SMART,
Executive Director,

National Federation of Settlements and Neighborhood Centers.

STATEMENT OF WILLIAM A. DIMMICK, PRESIDENT OF THE HEALTIU AND WELFARE
PLANNING COUNCIL OF MEMPHIS-SHELBY COUNTY, TENN.; ACCOMPANIED BY PAUL
ScHwARTZ, DIRECTOR, DIvIsION OF SOCIAL WELFARE, 'MEMPHIS STATE UNIVER-
SITY; AND MOSE PLEASURE, JR., ASSOCIATE EXECUTIVE DIRECTOR OF TIHE HEALTH
AND WELFARE PLANNING COUNCIL, BEFORE THE COMMITTEE ON FINANCE, AUG.
26, 1970, ON H.R. 16311

Mr. DIMMIcK. Honorable members of the Senate Committee on Finance, I am
William A. Dimmick, president of the Health and Welfare Planning Council of
Memphis-Shelby County, Tenn. With me are Paul Schwartz, director, Division of
Social Welfare, Memphis State University and Mose Pleasure, Jr., associate
executive director of the health and welfare planning council. Mr. Schwartz Is on
my left, Mr. Pleasure is on my right.
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A brief historical statement Is in order to pace this testimony in proper per-
spective. A welfare subcommittee of the planrang council's division of community
development began work on an alternative vo the present welfare system in re-
sponse to President Nixon's announced intention to introduce welfare reform
legislation. Subsequent study and debate included all segments of the population
of Memphis adopted the results of this study and debate as the Council's official
and Shelby County. The planning council's board of directors adopted the results
of this study and debate as the council's official position on welfare reform. This
.official position is bound under the title "Concepts for Dignity", copies of which
we are pleased to leave for the further consideration of the committee. "Concepts
for Dignity" goes into great detail in pointing out 40 points which we consider
basic to welfare reform.

The Health and Welfare Planning Council was then encouraged by Shelby
United Neighbors, our local United Fund, to seek a statewide base for study and
debate. At the request of the United Funds and Community Councils of the four
major urban areas In Tennessee, Brigadier Luther A. Smith, president of the
Tennessee Conference on Social Welfare, commissioned Paul 'Schwartz of Mem-
phis State University to prepare a statement for study which was mailed to over
6,000 health and welfare professionals and volunteers. At its annual meeting in
Nashville the TOSW voted to appoint a representative to join The Health and
Welfare Planning Council of Memphis In testimony before this committee. Mr.
Schwartz is that appointee. I take pride in pointing out, therefore, that in addi.
tion to the kind invitation of the Senate Committee on Finance, our testimony
here today is the result of the hard work and warm support of a significant cross
section of the people of the State of Tennessee.

We take great pride in the fact that through the efforts of Mr. Cliff Tuck,
director of Coordination for Shelby County, our welfare positions received warm
recognition and consideration by the National Association of Counties. A number
of position points in our presentation were incorporated in the NACO welfare
positions. In this way the efforts of Tennesseans have gone quite beyond our
borders.

We are present, also, because it is a privilege and a duty to lend assistance, as
small as it may be, to you who shoulder the ultimate responsibility for reforming
the presently inadequate system of public welfare. We share with you this moment
of tremendous opportunity and challenge in our Nation's history. We share with
you this moment during which our glorious national dream can begin to become
reality indeed for more of our people. We stand with you at the threshold of a
new American era-an era ushered in by the establishment of a minimum income
floor guaranteed as a rigtt to those for whom our opportunity structure does not
function properly.

This revolutionary new concept has the potential for becoming the basis of
genuine reform in public welfare. We salute our administrative and congressional
leaders, past and present, whose commitment to social Justice and human welfare
has brought us to this day of great promise. Our presence here is based on the
real hope that the family assistance plan will produce the welfare reform which
we all seek. We applaud -this body for leading the Nation to the realization
that public welfare is a national issue. As partners with our esteemed adminis-
trative and congressional leaders we come to present recommendations which
we hope will assist in achieving our common goal. The basic premise upon which
our position is built is that welfare reform is needed to help people get off the
welfare merry-go-round. There is a brief paragraph not included in the text
before you which I would like to add to our text.

The paragraph is this.
The reason for welfare reform in the first place is that we must now make

it operate to get people out of poverty rather than perpetuate the cycle of
poverty. In order to achieve this reform, we must guarantee two basic things.
First, a basic minimum income floor guaranteed as a right to those in need, and
second, a comprehensive array of social services to serve as bridges out of
poverty.

While the, two basic guarantees are inseparable in our judgment, we tend to
stress bridges out of poverty as a very essential element.

This is the end of the paragraph and I will be glad to provide the reporter
with a copy of it.

I would like'now to address ourselves, then, to the adequate income floor, By
adequate income floor we mean a level at or above some reasonably established
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mark of basic impoverishment. Our recommendations, which we view as basic to
the achievement of an adequate income floor, are:

1. That the minimum income floor should be set at $3,600 for a family of
four. This basic level can be flanked by two subsequent measures which tend to
progressively reduce the overall cost of financial assistance.

2. The national food stamp program should be eliminated and supporting ap-
propriations reallocated to provide for the high-income floor. Food stamps might
be used for individual emergency situations instead of an ongoing solution to
impoverishment.

3. Congress and State legislative bodies should raise the minimum wage to
$1.75 per hour in order to place approximately 10 million Jobholders above the
threshold of impoverishment.

4. Both the basic income floor for welfare recipients and the minimum wage
rate should be adjusted annually based on any significant increase in the con-
sumer index.

5. The working poor without children should be covered (with the understand-
ing that Jobs covered by the minimum wage law is the best solution to this
particular poverty problem). Single adults who work or are unemployed also
be included.

6. Old-age assistance, aid to the blind, and aid to the disabled legislation
should provide the same eligibility requirements as social security, with a mini-
mum floor of $200 per month for a single person (over 62 years of age; any age
person for blind or disabled), and $350 per month for a married couple.

7. Benefits for the aged, blind and disabled should have an automatic cost-of-
living increase based on the consumer index as suggested for welfare recipients-

Now, to address ourselves to bridges out of poverty. The success or failure of
an adequate income floor, in achieving the goal of the elimination of poverty,
will depend on the strength and effectiveness of the bridges out of poverty built
into the welfare program. A comprehensive array of social services must be pro-
vided for all recipients who need them if this goal is to be accomplished. Only
adequate, effective and forthright services, of broad scope, can produce the
orderly translation of the status of poverty into the status of productivity. We
strongly urge the creation of these bridges out of poverty as an integral part of,
and not divorced from, the welfare package.

1. Of highest priority, in this regard, will be the availability of free day care
services for working mothers. Day care should be expanded, provided on a 24-hour
basis, and enriched by the incorporation of Headstart concepts. Organized groups,
religious, and otherwise, could make giant steps toward providing these services
if the proper incentives were offered.

2. If mandatory job and training requirements are retained In the family assist-
ance plan the public sector, including private public contractors, should be made
"employers of last resort," with training and salary support financed from Fed-
eral funds.

3. To assist in controlling the population explosion, additional financial In-
centives should be provided for recipients who voluntarily decide not to have
more than one child per parent (perhaps $250 additional per year; a family of
four would receive the minimum floor of $3,600 plus $250, or $3,850 per year).
This provision should be included only if through income tax refornj an equal tax

_ credit were made available in the same manner to nonrecipients.
4. Of crucial Importance to building and maintaining bridges out of poverty is

the participation of local citizens, especially the recipients themselves, at all
levels of planning and administration of the welfare program. This item cannot
and must not be given short shrift.

5. The family assistance plan should have a scheduled phasing out of State
funds until there is a complete Federal takeover of the cost of welfare In 10 years.

Such a plan will redeem the American dream for many who can have little or
no hope without it. Such a plan will give those of us who are more fortunate even
more reasons to be proud that we are Americans.

We have with purpose in regard for your time made a brief statement. We
thank you for your time with us, your efforts in behalf of all the people of our
land and the world, and we respectfully request your further consideration of
the "concepts for dignity." We offer ourselves for any service to which you may
call us.

Thank you.
Senator AMnsEuoN. Any questions?
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Senator JORDAN. No questions, thank you.
Senator ANDERSON. Senator Harris?
Senator HARRIS. Father Dimmick and Mr. Schwartz and Mr. Pleasure, I am

immensely impressed with your statement, but, more than that, with how it was
prepared. Is there anything like this going on anywhere else in the country, where
there has been some attempt to get the local people together to concentrate on
coming up with some ideas on welfare?

Mr. PLEASURE. We do not know anything like it.
Senator HARRIS. It is the first I have heard of it.
Mr. SCHWARTZ. I understand something like this took place in California but

whether that was only limited to Government functionaries or the broad citizen
phase I do not know.

Senator HARRIS. I wish that same sort of process could go on all over the
country. As you know, having just been in the process of developing these recom-
mendations-and it goes without saying that I think they are right on target;
I think what is said, Father Dimmick, about a minimum income floor guaranteed
as a right are very important words; I think what you say about the level of
income and recommending, instead of food stamps, except in emergency situa-
tions, raising the level, is good; Senator McGovern was here yesterday before
this coiu!ttee and said he would be quite happy with that kind of suggestion.

A am very pleased with what you say with regard to participation of local
Citizens in the program and with your recommendations about federalization
of the welfare system so that it will be taken over as a Federal program. I think
that must be done for a lot of reasons.

There are so many myths about welfare. You and I know we would not like
to, as they say, "be on relief," but. somehow people assume that poor people do
or that they Just do not have the ambition that the rest of us have.

How can we dispel a lot of these myths about welfare, do you think? Is there
a better way than what we have done?

Mr. DIMMICK. Maybe my colleagues would like to-
Senator HARRIS. Mr. Pleasure, do you have any ideas?
Mr. PLEASURE. The process that we took this through over a full year and a

half-this was not done overnight-the process we took this through, we think,
is a valid process and when the well motivated volunteers that you can find In
any community are given an opportunity to take part in this, they may begin
by being turned over, but they are exposed to something that becomes an educa-
tional process for them. The community becomes educated. This kind of educa-
tion process-

Mr. SCHWARTZ. This includes welfare recipients.
Mr. PLEASURE. The Memphis Welfare Rights Organization was right in the

middle of this. Sometimes it becomes abrasive but it was good experience for
everybody and out of it came what you heard. This is theirs. This is no profes-
sional Job. This is the result of the process we took this thing through. It is a
beautiful thing. It is time consuming, it can be frustrating, but it is fundamental
to how a democracy works.

Senator HABRIS. From the standpoint of those who are not themselves recipients
of welfare assistance, did you find in this process some of them changed some
of their ideas about welfare?

Mr. PLEAsuRE. Absolutely; yes, sir.
Mr. DIMMICK. We were utterly amazed, we should say, maybe utterly is too

strong a word to use, but when our "Concepts for dignity", when we were work-
ing this out and finally had the paper ready to present, there was no major
opposition to its adoption. There were some questions and I would say minor
modifications on part of the wording of it but because the people involved had
been through the process of thinking about these, I think, therefore, they were
ready-well, these were their ideas, shall we say-they were not ready to accept
somebody else's ideas but they had grown along with these.

Mr. SCHWARTZ. May I say this essentially was how we attacked the stereotype
of happy dependents on welfare, the person who N )uld rather sit there than
get out.

I think there are two points I would like to add to what was said. One is I am
under the impression-I may not be accurate-that a services package attached
to this bill involves development of service areas programs in various States in
order to create various service packaging including adoptions and family coun.
seling, and so on. If the process whereby these service area programs were
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developed went through a similar kind of process, I think we could literally
involve hundreds of thousands of citizens from various walks of life in the
process of getting acquainted and undergoing the various attitudes changes
referred to.

The second point, the effect of an adequate welfare program surrounded by
work opportunities and work incentives and surrounded by adequate services
would produce a situation in which thousands of people would be leaving wel-
fare for the productive area and that would be the best public ri nations for
all of us in the world and the best interpretation.

I think everyone is touched sitting here and hearing a Senator tell about
hen he was on relief and touched by the fact that he is now a Lenator. A

program of moving people out of welfare is the best thing we can ever achieve
and I think we join all America in this-thing.

Senator HARRIs. I agree with that. The thing that struck me some years ago
(n talking about welfare is that, though they do not realize it, people receiving
welfare assistance and those who are taxpayers are saying the same thing
about welfare. They do not hear each other say it, but they both say it Is a
failure, that it traps people in poverty, that' it perpetuates dependence. If we
could somehow listen to each other, we would find out we are on the same side.
More people now realize that welfare as it now exists is not working.

Mr. SCHWARTZ. The opportunity for this process, however, exists in so many
segments of this bill. The creation of day care facilities onlocal level has to
be supported" by boards and groups of citizens. And It is this kind of involve-
ment, I think, that-would parallel this and really produce a changing view and
I would feel, we all would agree, having lived through this year and a half, that
involvement is the best way.

Senator HARRIS. I appreciate that very much, Mr. Schwartz and Father Dim-
mick and Mr. Pleasure. You have helped not only with your testimony but with
the idea of how it came up.

Senator AxDERSO. It has been a fine statement. Thank you very much.
- Mr. Di MicK. Thank you very much. We are indeed- grateful to you.

(The document referred to previously "Concepts for Dignity," follows:)

CONCEPIh FOR DIGNITY

RECOMMENDATIONS OF THE HEALTH AND WELFARE PLANNING COUNCIL OF MEMPHIS
AND SHELBY COUNTY, TENN. FOR REFOPMING THE U.S. PUBLIC ASSISTANCE SYSTEM

We, the people of the United States, in order to form a more perfect
Union, establish Justice, insure domestic tranquility, provide for the
common defense, promote the general welfare, and secure the blessings
of liberty to ourselves and to our posterity, do ordain aud establish
this Constitution for the United States of America.

The Preamble to our Constitution is still the most cogent statement of goals
ever formulated for a nation. That we are in yet another cycle of ferment toward
achieving these goals is testimony to their continuing dynamism and relevance.
It is this dynamism and relevance which brings the United States to the very
point of making the "goals of America" relevant to all Americans.

To thi. end the Health and Welfare Planning Council of Memphis and Shelby
County. Tennessee has sought to be and to become one of the major places
where Mid-Southerners can voluntarily formulate plans for social policies and
programs. "Concepts For Dignity" is a result of that process. A Welfare Task
Force, appointed as atli ad hoc sub-committee of the Community Development
Steering Committee, has been at work for more than six months on these propo-
sals. The Board of Directors ofthe Health and Welfare Planning Council adopted
the forty Welfare Reform Positions as Council policy for testimony before the
Senate Finance Committee and inclusion in the record of the committee hearings.

It is our belief that the involvement of people at the local level, people from
all strata and all segments of the population, in the process of identifying and
defining major social issues and problems and the development and initiation of
proposals and plans intended to contribute to their solution is the only practical
ineans for making the "American Dream" a'national reality-for making the
"goals of America" the goals of every American. The Welfare Task Force has
given documentation to- the utility of this concept. For spurring our faith. and
inspiring further exploration and innovation we give-profound thanks to the
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dedicated volunteers--The Welfare Task Force, The Community Develbpment
Steering Committee, and the Board of Directors--Who are the authors of "Con-
cepts for Dignity".

MOS PLEASURE, Jr.,
" , Associate Exeoutive Director.

Community Development Steering Committee:
Dr. Granville Davis, Chairman
John T. Fisher
Elias Goldsmith
Miss Elizabeth Jones
Reverend James M. Lawson
Leon Lynch
Dr. Joseph H. Riggs
Mrs. A. P. Scharif, Jr.
Clifford L. Tuck

Welfare Task Force:
Clifford L. Tuck, Chairman
Mrs. Joseph H. Miller
Mrs. Patricia Vander Schaaf

Staff:
Mose Pleasure, Jr.

INTRODUCTION

Much of the current debate about "Welfare" is confusing. It Is difficult'to
determine whose welfare is at stake or exactly who Is "on" welfare at any given
time. Are the recipients of "Public Welfare" the true beneficiaries of the Amer-
ican general social welfare system? Or, do the majority of Amnericans enjoya
propitious general social welfare system at the expense of a minority.for whom
this system does not work? Up to now the answer to these questions have de-
pended on the prejudicies of the respondents. Now that such prejudices have be.
come unconscionably costly luxuries we should be able to "tell it like it is". Let
the following "Item" serve as introductory to the story which must be told.

As a teenager, Roger Atkinson lived with his parents in a Public Housing
Development. Roger attended Public School and participated In the "reduced

-price -lunch program. After graduation he entered the Army. Upon discharge
Roger retained his Natiofnal .ServiCe Life Insurance. He enrolled in the State
University, working part-time to supplement his GI Bill -Stipend. Roger married
a Public Health Nurse, bought a home with a GI Loan, and obtained an RFC
Loan to go into business.

When Roger, Jr. was born in City Hospital the Atkinsons purchased a small
ranch through the Veteran's Land Program. Payments on land placed In the
Soil Bank speeded up the payoff of the mortgage. Roger's father and Mother re-
tired to the ranch in real comfort or their Social Security Checks. R A lines
supplied electricity for the ranch, the Federal Government gave assistance in
clearing the land and supplying emergency feed, tie County Agent showed him
how to terrace the land, and the Federal Government built him a fish pond.

Roger, Jr. read books borrowed from the Public Library. Thx money saved
for Roger, Jr. by his parents and Grandparents was insured by a Federal Agency.
In Public School Roger, Jr. paid the less than cost price charged by the school
for the federally subsidized lunch program. Roger, Jr. rode the school bus, played
In municpa park, swaii the prblc pool, and became a member of Future
Farmers of America. Roger, Sr. owned an automobile, so lie favored State and
Federal Highway Programs. He was one of the signers on a petition seeking Fed-
eral assistance in developing an industrial project to "help the economy of his
area", was a leader in a move to get a new Federal Building, and went to Wash-
ington with a group to ask the Federal Government to build a great dam costing
millions so that the area could get "cheap" electricity. He was also a -leader in a
move to get his specific type of business special tax write-offs and exemptions.
Then one day, when he heard that it would require a larger share of taxes to
provide substitute, supportive and supplemental goods and services for persons
who live below the poverty, index, Roger Atkinson, ,Sr. Wrote to his Congressman:
"I protest these excessive governmental expenditures and the attendant high
taxes. I. believe in rugged individualism; I think tat people should stand on:
their own feet without expecting handoutt& I am opposed to all socialistic trends
and I demand a return to the principles of our Co.nstitutioA' and the restoration
of States' Rights."
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The picture Is overdrawn and an extremely complex reality has been over-

simplified, but the point is valid: like Roger Atkinson, Sr., the majority of
Americans both accept and actively promote Public Assistance Programs. Wel-
fare Controversy and opposition develop when "welfare" is narrowly consftbed
to mean the scant few Public Assistance Programs.other than the Local, State
and Federal subsidlesn.hich benefit the majority and which are known by more
acceptable names.

A recent poll indicates that the citizens of the United States are increasigly
concerned about the conditions of their fellow citizens:

There is a, marked increase in concern for the plight of Aftierica's disadvan-
taged over the past four years, according to a recently released Lou Harris Poll.
The Harris Organization, which polled a cross section of 1,542 Americans last
May, found Americans "Increasingly conscience-stricken over the plight to the
poor, the elderly and those subject to various forms of discrimination." A similar
survey was conducted in 1965. Results of the two surveys were:

CONCERN FOR DISADVANTAGED

[In percent]

1969 1965

Say they "often feel bad" over the way-
Some people In the United States still go hungry .....------ ..................... 63 50
Older people have been no lected ............................................. 52 35
American Indian has been treated--- .......................... ...... 42 24
Some people in big cities still live In slums ...............-.... ............... 37 31
Negroes have been treated .................................................... 35 32
Some Jews have been treated ................................................ 21 -19
Some Catholics have been treated ............................................. 15 14

Harris saild the results er convincingly Indicate that the rank and file of
Americans are not without both guilt and compassion for -the condition of the
less privileged. If anything such sentiments have been on the rise." He said that
current notions that the American public Is "going sharply to the right" is a
misconception in light of his findings. -

The Health and Welfare Planning Council therefore determines that all Public
Assistance Programs, under whatever name, must be structured to: 1) Assure
individual dignity, 2) Provide individual economic security, and 3) Provide
motivational inducements for individual improvement and advancement.

In September, 1969, the Nixon Administration Introduced a surprising and
bold welfare reform measure to the U.S. Congress entitled "The Family Assistance
Plan". The measure is surprising in that it seeks to establish a national standard
for welfare and it is bold in that it introduces the concept of a minimum level
of subsistence for Americans as national policy for the first time in American
History. A "Welfare Task Force" was appointed by the Planning Council ind
author, d tostudy the developing welfare reform legislation and, recommeid a
policy/position for reforming the National Welfare System.

Nationally, the characteristics of the victimized poor can be statistically
described: ..

1. At the end of 1968 there were 25 million Americans below the poverty
index ($2.43 per day per person as indicated in the Heineman Report Recom-
mendations).

2. Thirty-three percent of the poor are employed full-time, but earn annually
approximately $1,000 below the poverty index line.
8. Sixty-seven percent of the poor are white.
4. Thirty-three percent of the poor are black (includes Mexican-Americans,

Puerto Ricans, Indians, etc.)
5. Forty percent of the poor are children under 18 years of age.
(k Twenty percent of the poor are over 65 years of age.
Statistics cannot adequately convey the abject hopelessness of existence in pov-

erty. Poverty is best understood when fortunate Americans try -to live for a week
or two on a "welfare diet" or for longer periods with other types of privation
typical of povei-y existence. The tradegy of being in poverty can -be strikingly
summarized in a statistical statement, however: "Seventy percent of the nonaged



3224

heads of poor families worked for at least part of the year and most of those
who did not work were ill, disabled, women with young children, or children."

In Memphis and Rhelby County there were about 47,000 persons on some form
of Public Welfare (narrowly construed) at the end of 1969, or 'approximately
6% of the total County population. Memphis and Shelby County, on the other
hand, have 160,000 persons living on incomes below the poverty index line, or
approximately 25% of the total County population. Memphis and Shelby County
are second only to San Antonio, Texas as the worst metropolitan area In the
United States in poverty density.

CONCEPTS FOR DIGNITY-HEALTH AND WELFARE PLANNIrfO COUNCIL OF MEMPHIS

AND SHELBY 'COUNTY,' TENN.

WELFARE REFORM POSITIONS

(Positions not necessarily listed in order of importance)

1. Name of legislation should be "Life Assistance Plan," rather than "Family
Assistance Plan". 7 , •

2. Since 10,000,000 Jobs in -the united States are paying less than $1.60 per
hour (less 'than poverty level), ° State and national legislative bodies should
raise the minimum wage law to not less than $1.75 per hour and extend law's
coverage to all Job classifications not presently covered.

3. Welfare should provide assistance of $3,600.00 to a family of four and con-
tinue support payments until the family has reached a total unsupported Income
of $5,500.00 per year. (decreasing -Federal support fifty-cents for every dollar
earned to that point). Base allowance should be $1,300.00 per adult and $500.00
per child. Applicant Income gained from irregular or Infrequent sources should
-be exempt as a criteria for eligibility.

4. Must have a yearly adjustment based on consumer index (cost of living)
increase. This increase should be figured from the previous year's 12-mo. average,
and a separate check issued for the total amount of annual'increase on Decem-
ber 1st, with percentage to be added to next year's monthly benefits.

5. Federal Government plan should require at least ninety-percent of State
expenditures for welfare tocontinue as supplement to Federal guarantee floor
during first two years;bUt provide for eventual funding totally by Federal Gov-
ernment. Example:

Percent State
Percent State share to be

share to picked Up
continue by Federal

Fiscal 1971-72 ...........------------------------------------------------------ 90 10
Fiscal 1973 (July 1, 1972) ........................................................ s 20
Fiscal 1974 (July 1, 1973) --------------------------------------------- 0 30
Fiscal 1975 (July 1974)- ---------------------------------------- 60 40
Fiscal 1976 (July 1,1975)---- . S------------------------------------- 50 50
Fiscal 1977 (July 1, 1976) --------------------------------------------- 40 60
Fiscal 1978 (July 1, 1917) 30 70
Fiscal 1979 (July 1, 1978). ............................................. 0 80.
Fiscal 1980 (July 1, 1979) ---------------------------------------------- 100

6. The Federal Government will absorb State share costs as Indicated in item
5 formula if the State agrees to reallocate "saved" appropriations.to education
and manpower programs, especially for the poor (previous State increases in
education and manpower budgets would be averaged for last three years to in-
sure welfare dollars are not being used to take lace of normal increases).

7. Working poor without children must also receive benefits, Including single
adults who are working or unemployed.

8. Mothers who are also heads of families should be aware of benefits, but not
be required to work or register for training except at her own option, but
should be encouraged to attend family planning, home management, and where
needed, basic education courses established within this plan while children are
attending school.
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9. Persons required to register for Jobs or job training should be placed in
positions which have opportunity for advancement and to which they are satis-
factorily motivated.

10. Minor members of families must be provided tutoring or other extra educa-
tional help where this need is identified.

11. Free day care provisions should be provided in the life assistance legisla-
tion and day care should be expanded to a 24-hour schedule and provide Head
• tart educational concepts; incentives should be provided to organized religion
f r providing these services. Quality educational standards should regulate all
d y care facilities.

-Is. Monitoring policy of life assistance legislation should provide incentive to
traihassistance recipients as para-professional monitors to provide income checks
on anptional semi-annual and mandatory annual basis.
13. portive service within life assistance plan, such-as employment and

training, must be periodically reviewed and monitored by local and State citizen
review committees consisting of substantial recipient participation and represen-
tation from other social-welfare and manpower organizations. Citizen review
committees shall be responsible for determining suitable job criteria.

.14. Some provision is needed to insure that students living away from family
will receive direct payment under assistance.

15. Assistance plan must not be restrictive in the definition of family and be
flexible, based on need.

16. Assistance plan should provide for orientation and continuing family plan-
ning education of local, State, and National welfare administrators, case work-
ers, and counselors within the program. Welfare recipients should assist in
conducting the orientation sessions.

17. Handicapped children should be eligible for additional benefits above
normal welfare provisions.

18. The Federal Government should pay full benefit with a Federal check and
the State should reimburse the Federal Government for its share of the benefit,
rather than pay benefits in two separate checks.

19. Welfare services administration should be a county government respon-
sibility with the local administrative costs being supported by Federal funds.
Citizen review boards should review and recommend all administration per-
sonnel applications.

20. If mandatory Job and training requirements are retained in the "family
assistance plan," then the public sector, including 15rivate public contractors,
will have to become "employers of last resort," with training and salary support
financed from Federal funds.

21. Each county must have a centralized general assistance Office, as a divi-
sion of its welfare service administration office, to provide "emergency assist-
ance" when applications are being processed for welfare benefits, or an applicant
is not eligible for benefits under welfare reform legislation.

22. Special emphasis will be placed on manpower programs for the rural
poor.

23. Welfare legislation must include provisions that provide for job develop-
ment and trainipg planning programs that anticipate projected changes in the
job market.

24. Legislation must include provisions that will adequately staff, provide
regulatory and review authority- to cooperative ixrea manpower planning com-
mittees for the purpose of effecting maximum 'coordination between State
employment and security offices and local private and public academic, employ-
ment and training offices and institutions.

25. When a welfare recipient is eligible for benefits from more than one agency,
the agency providing the larger benefit will also provide the benefits due from
the other agency(s) in the same check, subsequently receiving reimbursement
from the other benefit agency (s).

26. Welfare eligibility should be determined by: (a) Number of children
(proof of dependency), (b) sources and amount of regular income (see item 3--
sources and amount must be substantiated), (c) personal or real property
should -not be a' criteria for determining eligibility only if not considered a
"necessity of life."

27. Applicant eligibility can be verified by telephone (home visits should not
be necessary).

28. A person residing in a non-welfare residence should be eligible.for benefits
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if the applicant is not a legal dependent of a member of the household (verifica-
tion through Internal Revenue Service).

29. Recipients of one form of welfare should be eligible to receive other forms
of assistance equal to the amount of additional expenses encumbered by the
recipient in meeting their required needs about and beyond those that would
normally be provided by only one form of welfare (i.e. -handicapped, mentally

-- retarded, etc.).ee
30. Additional "seasonal" benefits should be provided to recipients if the

minimum level for a family of four is below $8,600.00 per year.
31. Welfare legislation should establish a "special reserve fund" at the local

level to meet immediate needs resulting from. lost or stolen benefit checks
(reserve funds should be Federal cost).

32. A National Citizen Review Committee should be established and struc-
tured the same as local and State review committees. This committee should
establish what personal and real property should 'be classified as "necessities
of life" and therefore exempt from consideration as assets ii determining appli-
cant eligibility for all welfare classifications. Legislation should requre citizen
review of this criteria at least once every three years.

8 33. Elderly retired citizens drawing welfare benefits and who are over 62
years of age should be exempt from taxation.

34. Elderly citizens should plan and regulate senior citizen benefit programs
by serving as at least a' majority of the membership of a citizen review com-
mittee whose decisions shall be considered mandatory upon unanimous vote,
and advisory ipon majority vote.

35. Old age assistance, aid to the blind, and aid to the disabled legislation
should provide same eligibility requirements as social security with a minimum
floor -of-$20.00 per month for a single person (over 62 years of age for aged;
any age for blind or disabled), and $350.00 per month per married couple
(couples marrying after receiving benefits should retain original benefits). The
amount of assistance should be reduced in proportion to other income (i.e.-
social security benefits, other retirement income, Income from bonds, stocks,
rental property, etc.). Seventy-five dollars per month per single person and.
one hundred dollars per month per married couple should be exempted from
other income in this formula.

> 36.Aged, blind and disabled benefits should have a provision which provides
the same type of automatic cost of living increase as suggested In item 4 of the
welfare reform positions.

37. Real property value should be exempt unless property produces an income
for any welfare recipient regardless of classification.

38. To assist in controlling the population explosion, additional life assistance
"incentive" benefits should be made to recipients who voluntarily decide not to
have more than one child per parent (perhaps $250.00 additional per year incen-
tive; family of four-would then receive basic floor of $3,600.00 plus $250.00
incentive for a total of $3,850.00 per year). This provision should be Included
only if income tax reform provides an equal tax credit in the'same manner to
persons who are not welfare recipients.,

39. Welfare recipients of all classifications should be provided official identifica-
tion cards.

40. The national food stamp program should be eliminated for welfare recip-
ients and supporting appropriations reallocated to basic floors of new welfare
legislation, either to increase the minimum floors or to absorb a -portion of the
increased welfare costs created by these higher floor positions. The food stamp
program should be retained to assist needy-persons who have emergency needs
or are otherwise not eligible for welfare benefits.

RSOLUTION OF THE TENNESSEE CONFERENCE ON SocIAL WELFARE, APRIL 24, 1970

Based on a careful examination of ,the Family Assistance Plan, the Tennessee
Conference on Social Welfare finds it unacceptable. We further believe that it is
irreparable by amendment We therefore do not support it. We actively support
positive alternative legislation which endorses the following seven principles:

1. Structural reform is no substitute for adequacy of financing sufficient to
improve the situation of all those.who depend upon it.
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2. The level of minimum income assurance should be adequate in relationship

to cost of living estimates.
. 3. The federal floor should be raised to the level of- poverty through a series

of transitional stages such as to (a) strengthen Federal standards, (b) protect
the higher level of payment while raising the lower, and (c) maintain the level
of state expenditures necessary to achieve these ends.

4. Benefits in kind and services extended to those aided by the plan should
not be used to reduce assistance levels. -

5. Welfare reform should be such as to move toward greater Iiclusiveness and
away from categorical distinctions.

6. The legal and constitutional rights of recipients should be fully protected.
7. No *improvements in the public welfare system should be such as to reduce

the effectiveness of measures to prevent need or obscure the urgency of steps
for improvement.

STATEMENT OF WILLIAM E.*WOODS, WASHINGTON REPRESENTATIVE AND AssocIATE
GENERAL COUNSEL, THE NATIONAL AsSOCIATION OF RETAIL DRUGoisTs

aMi. Chairman: This past decade can be characterized as a period of intensive
national attention to health, distribution of health resources, and accessibility
Of health services. The enactment of Medicare and-Medicaid In the mid-1960's
certainly sets the high water mark of health legislation in the United States.

Pharmacies and the pharmacists who practice in them are an in-tegrat part of
the total health network in-this country. The National Association of Retail
Druggists represents.the Owners of approximately 88,000 independent pharnmcies
in the United States' ln which some 75,000 pharmacistspractice their profession.
These pharmacies dispense about 75 percent of the out-of-hospital prescription
drug requirements of the nation. -I

NARD, therefore, has substantial concern with the proposals pending before
the committee, particularly as these proposals affect the provisions of prescribed
drugs.

We believe that H.R. 1 takes the wrong approach when it permits State Medi-
caid plans to eliii-lnate the scope and extent of optional health care services

...... insofar-as this permits the curtailment or elimination of vitally needed pre-
scribed drugs. Our objective, over the years, has been to have comprehensive
prescribed drug coverage included as one of the mandatory health services re-
quired of State Medicaid plans. H.R 1, as passed by the House of Representa-
tives, seeks to effect a false economy which we urge the Senate Flnai ce Committee
to reject.

Congress cannot assumes as it has in the past, that elimination of drug cover-
age from Medicaid or the withholding of drug coverage from Medicare reduces
the, overall costs- of these programs. We fail to understand the logic of provid-
ing hospital, diagnostic, and physician services in either Medicaid or Medicare
but denying the patient coverage for the prescribed drugs indicated. The mis-
take the Congress made in failing to include prescribed drugs in Medicare is
now being proposed for Medicaid. With Medicaid, the potential loss 'of drug
coverage could be even more devastating because younger persons and children
are more often bothered with acute infectious diseases for which the only
therapy, particularly for children, is frequently drug therapy. Elimination of
the drug provisions of a Medicaid program could effectively turn the clock back
to the pre-wonder drug era when children died of relatively simple ailments
currently controlled only with antibiotics.

Experience reveals that one of the major shortcomings of Medicare, in-our
view, is its continuing failure to make any provision for prescribed drugs for
beneficiaries who are not confined in an institution-hospital or extended care
facility. A Medicare patient can obtain a multitude of services--physician care,
hospitalization, diagnostic services--but Medicare drug coverage is limited to
drugs furnished during confinement in' an institution.

Particularly with elderly patients, care at the earliest opportunity may avoid
more serious illnesses and complications and the need for hospitalization. While
a Medicare patient has coverage for physician office visits in most cases, there
is no coverage- of any drug therapy that generally is the key to the patient's
recovery.

Since' nactment of Medicare, both the Johnson and Nixon Administrations

l.570 -Pt- 6 -- S32
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have appointed special task forces to study t6e advisability of adding home
drugs to the Medicare program and both task forces have recommended includ-
ing such drug coverage. Further support for including drug coverage for the
Medicare home patient .came in a report by the 1971 Advisory Council on Social
Security. which stAted "Medicare should be expanded to include coverage of
out-of-hospital drugs requiring a prescription."

Most frequently, illnesses require a physician visit and some form of drug
therapy. Because this is not the most expensive segment of care, our thinking
usually rapidly shifts to the higher Costs of hospitalizAtion or nursing home
care. There is no question that the substantial costs of extended Institutional
stays concern every citizen. And coverage for these costs, either through publie
programs or through health insurance, is necessary and reassuring. But the
focus here is on the health care items of greatest cost affecting the smallest
segment of the population.

Unquestionably, more people visit physicians, need laboratory services for diag-
nostic purposes, and have drugs prescribed for their illnesses than are hospital-
ized or need institutional care. The physician and pharmacist are actually the
first line of defense in our health care system. Unfortunately, both in government
programs and in private health insurance programs, coverage for prescribed drugs
is given too low a priority or excluded altogether.

In the consideration of the proposals before the -committee, we ask that pre-
scribed drug's be considered as an integral part of a basic health care package
which would also include medical and diagnostic services. What good Is tlhre in
making the services of a physician. available to diagnose an illness, an(Imaking
diagnostic laboratory services available to assist the physician, if afte& these
procedures and services are completed, the necessary drug therapy indicated to
properly treat. the illness is not 'also available. It just doesn't make sense to
expend the time and resources on a diagnosis for which therapy cannot be pro-
vided. And it does not-make any more sense to institutionalize a patient to assure
that drug therapy indicated will be provided. However, this is the posture of the
current Medicare program, most private health insurance programs, and some
Medicaid programs.

If H.R. 1 causes prescribed drugs to be removed from the State Medicaid pro-
grams-and most state programs do include these drugs--then the lack of drugs
for medicare home patients will be emphasized throughout the land and may
even become, a national crisis. Many of the Medicare home patients[ in the needy
category are now receiving some drugs under State Medicaid drug programs.

To further augment our position supporting mandatory drug coverage, the fol-
lowing resolution was adopted October 14, 1971, at the NARD Annual Convention
in New Orleans, Louisiana:
"Whereas, there are currently pending in the Congress of the United States a
number of diverse proposals for improving the availability of health care services
to all citizens; and

."Whereas, most pendIng proposals either exclude or make Inadequate provi
slonsfor home drug needs; and
"Whereas, in both Medicare and Medicaid the Congress failed to recognize the
vital and essential role of pharmaceutical services in any health program that
attempts to provide even rudimentary medical care; and
"Whereas, it is self-defeating for any program to pay for diagnostic and physician
services without also assuring that' indicated pharmaceutical services will be
adequately provided when andas needed;
"Resolved: That the National Association of -Retail Druggists, in Convention
assembled, urges the Congress to' include pharmaceutical services as a priority
and mandatory benefit in iny revisions of current plans for National Health In-
surance or any future federally-funded health care program ;.and
"Further Resolved,rThatVCong.- should consider hospital, diagnostic, physician,
and pharmaceutical services as comprising a single, coordinated, and interrelated
unit of health care,; and
"Further Resolved: That Congress be urged not to restrict drug coverage to those
drugs provided in or by hospitals or similar inpttutions or in any other manner
which discriminates against independent pharmacy participation.

Pending before the committee are S. 936 by Senator Montoya and S. 1847 'by
Senator Humphrey to add a prescribed drug benefit to Medicare for patients not
confined to an institution. However, 8. 1847 contains several provisions which
make it more appealing, in our view..
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Both bills require a co-payment amount. Experience in private programs sug-
gestop that the co-payment feature, ostensibly incorporated as an economic control
op utilization, becomes -nothing more than a competitive weapon. NARD urges
that neither co-payment nor co-insurance be incorporated in: a Medicare drug
program design: first, because economic controls are not the appropriate vehicle
for controlling utilization, and second, because erecting economic barriers may
bar-access to needed drug care. . .

Utilization controls and review are necessary to maintain the integrity of the
program but these controls should be related to medical necessity and take
the forin of peer review and utilization review.

NARD-prefers the-reimbursement concept advanced- by S. 184I7.-where the
participating pharmacies would receive reimbursement, reasonably related to
their individual operational costs. We especially concur in the recommenda-
tion that cost data Justification. only be required for reimbursement amounts.
which exceed the 80th or 90th percentile of all fees requested by all participating
pharmacies We do not coicur, however, with the application of the cost Justifi-
cation provisions to pharmacies by volume where their charges fall within the
80th percentile.

NARD members have been particularly vocal in their opposition to the re-
quirement embodied in S. 936 which would limit the pharmacy reimbursement
to the formula established in the bill or the "actual,-usual, or customary charge"
to the public, whichever is the lesser. We believe that this provision embodies
an inherent unfairness.

If a fiat -sum representing total reimbursement (except for product costs)
is deemed necessary or desirable for administrative and other purposes, such a
"fixed fee" should be variable and individually determined for each pharmacy.
No two pharmacies have the same volume or product mix, labor costs, services
provided, and other similar factors. That sum ought to be an amount that is
fair and reasonable and should be applied 'without exception in calculating
reimbursement.

We would urge that government progratfis adopt any reasonable method
of determining charges employed by the individual pharmacy. However, where
some different method of reimbursement is mandated by the program, it should
be uniformly applied. In this connection We submit for the record as an appendix
to this submission a copy of a report NARD sponsored which is the most ex-
tensive analysis andstudy of variability in pharmacy charges for prescription
drugs conducted by the R.A. Gosselin Company.*

The purpose of the study was to collect and present objective and pertinent
statistical data which could be used by third party reimbursement adminis-
trators and planners and others to aid in the design. of fair and equitable
reimbursement policies for all pharmacies commensurate with the public interest.

This study was undertaken to assist the Senate Finance Coinmittee In con-
sidering drug coverage in any medical care program.

NARD strongly supports the provision of S. 1847 which requires the govern-
ment to pay six percent Interest on all drug claims which remain unpaid for
more than 60 days after they have been filed. Experience with the state Medi-
caid programs has shown that capital can be. quickly tied up in unpaid claims
and may require the pharmacy to seek- huge loans to stay in business. The Con-
gress should consider shortening the 60 day period to 3 days, which is more
consistent with normal commercial practices. If the claim has been on file with
the government for longer than 30 -days, the interest payments should begin.

A comparable interest on unpaid claims provision should be considered for
for insertion in the Medicaid legislation. These state plans have been the biggest
and most frequent offenders of prompt payment deadlines. Providing. for an
interest cost on unreasonably delayed payments would encourage modernization
of claims processing and payment procedures in the states to the eventual benefit
-of all.

NARD believes that the "cost" basis employed in S. 936 is more workable
than the "actual acquisition cost" incorporated In S. 1847. Under S. 936, "cost"
would be an established figure which is determined to be the level at which
the drug is generally available to pharmacies. The approach has a desirable
certainty and ease of use. Determinations of "actual" acquisition cost, while
perhaps more theoretically sound and logical to employ, are costly to administer.

*The report referred to was made a part of the official files of the committee.
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We support the inclusion -f essential non-prescription drugs in any drug
benefit for either Medicare or Medicaid. Many non-prescription drugp6 such as.

* antacids, are material factors in the continued well-being of patients and should
be included. Exclusion of these simple and less expensive items can only have
an (Qverall adverse effect on -the entire drug program. Reimbursement plans
.included in either 8. 936 or S. 1847 are acceptable.

One of the chief complaints about third-party drug programs, sponsored by
either private groups or government, is that none of them permit or assure the
providers of services an adequate role or voice in the design, operation, and
administrative aspects of the program. At our instigation and request, a sub-
committee of the House Select Committee on Small Business held three days
of' hearings during the summer of 1971 on the impact of third-party payment
programs and the record, of those valuable hearings details the problems and
issues of greatest concern to independent pharmacists. Basically, however, the
problems and contentions arise because all parties interested in the drug pro-
gram, except the pharmacists who must economically and professionally operate
and -survive under them, have a role abd voice in the planning and implemen-

Therefore, we support the provision 'in S. 1847 which would establish an
Advisory Council on Orug Coverage to advise the Secretary of Health, Education,
and Welfare on matters of general policy in the administration of the drug
program.

However, we would go further than the proposed Advisory Council on Drug
Coverage in S. 1847 and earnestly solicit consideration of a panel of providers
which would be charged with the primary task of implementation of the drug
benefit in Medicare. What we envision here is a panel of distinguished pharma-
cists (who would not be full time government employees), to act as a board
of directors responsible foi' pharmaceutical benefits.

The provider panel would be charged with the' principal responsibility for
developing the design, operation and supervision of the administration of the
benefits furnished. We submit that this would vest operational and administra-
tire responsibility where it rightfully belongs and maximize the expertise and
resources of the profession of pharmacy in developing and operating a successful
drug benefit program.

Plans recommended by such a panel should be adopted and implemented unless
the advisory council or the responsible governmental agency can demonstrate
that the proposed plan is unreasonable or that the proposed plan is incompatible
with other phases of the benefit package or program goals. NARD recognizes
that the drug coverage program must be coordinated with other phases of the
Medicare coverage in that ultimate control and supervision must be vested in
the government. But such control-and supervision by the government should be
exercised only if the profession itself either cannot or will not supervise its own
practitioners.

NARD believes that "provider panels" ftr each benefit area covered would
result in an improvement in the Medicare program and a greater sharing of
re§ponsibllitF for the effects and results of the program by the providers If the
program Is abused, or fails to achieve the desired results, or experiences other
difficulties, the providers would have to first look to. themselves for the answers
rather than waiting for the government to act. In effect, the government and the
providers would be partners in the provision of the benefits and share equally
the credit and the blame for successes and failures.

Too often, social benefit programs appear to be designed by a goverd-
mental bureaucracy without regard to existing practices and procedures
in general use and without an appreciation or understanding for the details in- -
volved in the actual administration and implementation of the ?lan. This tends
to create a near adversary relationship between the government, the providers,
and the beneficiaries which may Interfere with the objectivs of the program.
A current example of such a situation appears to exist in the State of Maryland
where-press reports indicate that welfare recipients find a number of pharma-
cists unwilling to participate in the Medicaid program.

This is the type of result the "provider panel" concept we have proposed seeks
to avoid.

NARD believes that one of the major weaknesses and deficiencies in current
health care programs, bdth public and private, is the absence of, or inadequate
provisions for, pharmaceutical services. We believe that one of the major
strengths in the health care system is the thousands of independent community
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pharmacies readily accessibleto virtually every segment of the population. Any
revisions In the Medicare and Medicaid health care programs should seek to
correct this deficiency and capitalize on the strengths of the existing retail dis-
triuution network for drugs.

The vendor program lor providing drugs has proved acceptable'in Medicaid.
In tact, the change to the vendor program concept in health care was estab-
lished in the last decade by the Kerr-Mills program. While NARD members have
had many complaints about the actual administration by individual states of
the vendor program under first. the Kerr-Mills legislation and later under the
modifications made by Medicaid, the strength of tue vendor concept Is as valid
today as it was in 1960.

'Another important, indeed essential, concept that has stood the test of time
In Medicare and Medicaid Is the freedomm of choice" guaranteed to patients to
select any qualified provider of services to furnish needed health care services.
We believe that freedom to choose the health care practitioner is a strength of
the-turrent federal programs, and should be retained in any future program.

Combined, these two concepts--vendor program and freedom of choice-per-
mit and preserve an opportunity for the traditional forces in our competitive
enterprise system to assure that the quality 9f care and services will not deterio-
rate merely because the government may be paying all or part of the costs.

It should not go unmentioned that the addition of a drug benefit to Medicare
should, in part, relieve part of the string on state Medicaid budgets. Under the
present health care plan, for the aged Social Security recipients, hospitalization
benefits and extended care fVciiit, benefits are guaranteed Payment of the Part
B Medicare premium assures coverage for physician services. However, those
who cannot afford prescribed drugs must resort to the Medicaid program in their
state of residence. Under the current provisions of H.R. 1, the continuance of
prescribed drug pr~jfodiM0 ifthe states is tenuous at best.

Realists will speak of costs, as they have in the past. And the costs of the pr'o-
gram must certainly be considered.

- First, all of the leading proposals incorporate some limitation on eligible drugs
which may be paid for under the program. Where necessary to conserve funds or
to permit: the establishment of the program, we would support some limitations
on the drugs which could be prescribed and dispensed where economically neces-
sary and professionally Justified.

Second, suggested elimination of the Part B premium payments is estimated to
add approximately $1.5 billion to the Part A costs of Medicare-an amount that
some believe would finance a fairly comprehensive Medicare drug program. It
might well be that the Medicare beneficiaries would prefer to have drug coverage
added rather than the elimination of the Part B premium-some of which is paid
by state Medicaid programs. Perhaps a poll of the Social Security recipients would
be decisive.

Third, costs of-the program might be curtailed by selective enrollment. Under
this 41ternative, coverage would be initiated under Part B of Medicare and the
premiUm established at a level that would assure that only -those with substantial
drug expenditures would find election of the- coverage economically attractive.
Gradually, as funds and experience become available, the premium level could
be consistently lowered until virtually all Social Security beneficiaries 'were en-
rolled for drug coverage. When near universal coverage was achieved, the pre-
imium payment could be eliminated and the program incorporated into Part A
as has now been suggested for the Supplementary Medical Insurance program.

This gradual introduction of the benefit would assure that the aged would have
access to drug coverage (which is not now available to them, generally) and
could budget their drug expenditures with some precision. The actual cost to the
government treasury, under such circumstances ought to be contained to manage-
able proportions. For example, the Task Force on Prescription Drugs cites figures
which suggests that at a premium level of $100 annually, only 20 percent of the
aged population Would be expected to find enrollment economically beneficial.
/ And lastly,, not all of the costs of the addition of a drug benefit to Medicare

'would" represent actual additional cash outlays. Some of the expenditure will be
recouped in reduced Medicaid expenditures and some savings will undoubtedly be
realized from reduced utilization of other services covered under Medicare such

'as hospitalizatiolL
NARD believes that Congress has the means and ability to initiate a Medicare

- Home Drug benefit, appropriately limited as to, scope so as to contain costs at an
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acceptable and affordable level. We urge the Congress to do so. At the same time,
we ask Congress to incorporate prescribed drugs as a mandatory servicejn State
Medicaid programs. The officers and staff of the NARD are most-ihilous to
provide any information or assistance in achieving these goals.

FEBRUARY 15, 1972.
Senator RUSSELL B. LONo,
Chairman, Finance Oommittee, U.S. Senate, Senate Offlie Building, Washington,

D..
DEAX SENATOR Lo*No: Enclo§ed is testimony which we would like to offer to

your committee regarding H.R. 1. We have been Informed by Senator Griffin's
office that you are accepting written testimony until February 18 for inclusion
in the record., While we regret that it was not possible to appear personally before
your committee, we are pleased to have this opportunity to present our viewS.

We are aware that there is some considei-ation of implementing certain' welfare
reform programs on a pilot basis. If that should be the decision of the Congress
we would be very pleased if they were tried in Michigan since we are eager to
move toward a more adequate and effective system of Income assistance tothe
poor,

Sincerely,
LYNN A. TOWNSEN

Ohai man.
LAWRENCE P. Doss,

Presi dent.

TESTIMONY SUBMITTED BY NEw DETROIT, INC.

* New Detroit, Inc., 'vas born in August 1967, when then Governor Romny and
Mayor Ca~vanagh called upon leaders of the private sector and the community
to consider how they could contribute to solving the major urban problems. There
was a sincere response to this call from many walks of life. The Trustees of
New Detroit are a broad cross secti&n of leadership in the Detroit are4-from
business and Industry, labor, government, educational institutions and the
community t large.

While we have made significant progress in certain respects, New Detroit; Inc.
is still in existence because the conditions which gave rise to the 1967 conflagria-
tlon are still very much evident. One of the most persistent problems certainly
Is the existence of poverty on a large scale; which -in turn- intensifies a host of
other problems. We soon learned that one of the principal means of'rsponding
to poverty, the Ivelfare system, was working poorly.

In October 1968, New Detroit therefore calledd upon Governor Milliken to
set up a Study" Commission to develop alternative means of delivering public
assistance, because the existing system was not accomplishfng its stated goals.

The Michigan Welfare-9tudy Commission, which the Governor subsequently
established, completed its work a year ago and in May, 1971 we responded to its
report with a broad position statement.On welfare issues. I might say that in
preparing our statement we received the reports of other welfare study commis-
sions as well, and were particularly interested in thQse such as The Committee
for Economic Development, the Arden .House Conference on Public Welfare, and
the President's Commission on Income Maintenance, which had strong repre-
sentation from, business and' industry. We were struck by the similarity of con-
clusions reached in such studies, and ours are in a similar.vein. When H.R. 1
was passed by the House of Representatives, our Board of Trustees evaluated
Title IV of H.R. 1 in the light of New Detroit's own position. I am therefore
submitting this testimony as the current Chairman of New Detroit officially -

reflecting its views on this subject.
I am aware-that you are receiving a great deal of testimony and arewell versed

on the issues before you. I will, therefore, convey our main comments briefly.'
o; We support the general thrust of H.R. 1 in two basic respects. First, because

it establishes the principle of a national floor of Income for Americans, including
* the, working poor as well as those who cannot work. -

Second, it signAlcantly increases the federal share in benefit payments and the
federal role In welfare administration. These represent much-needed directions
for change, and our further comments are mainly directed toward strengthening
H.R 1 so that it will more effectively move in these directions.
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If a floor of Income Is to be established, we believe it should be at least mini-
mally adequate and it should be fairly applied to all Americans who are in need.
The present level of family benefits ($2400 for a family of four) does not meet
the adequacy test, as evidenced by the fact that it is onl. at sixty peteent of the
poverty level, While it is true that a family which has earned income cn
com'oine wages and H.R.' 1 benefits to attain income slightly above the poverty
line, those families which.cannot work or cannot'find work will suffer severe
hardship.

While it may not be feasible to eliminate sub-poverty Income levels at one
stroke, we would like to see a plan to move toward this vei j minimal level of
adequacy, with a higher benefit level than $2400 at the start, and a phased
progression to at least the poverty line. We note that H.R. 1 freezes the $2400
benefit level for five years and does not even provide for changes in the cost of
living from one year to another.

We realize that the family benefit levels of H.R. 1 are lower than those being
paid to the great majority of present recipients under the current state-federal
plan. Since it would be most unfortunate if welfare reform were to result in
reducing present benefits, we urge you to include in H.R. 1 a requirement for
mandatory supplementation by the states to maintain existing grant levels.

The concept of a floor of income for all Americans should also pass the fairness
teSg, In this sense, we believe H.R I-should be strengthened in three respects.
In the second year of H.R. l's implementation, an elderly couple would receive
$2400 a year, and so would a family of four. If our previous recommendation to
increase family benefit levels were adopted, the unfairness which is evident in
the above comparison would be dminislled. Second, we believe need should be
the criterion for eligibility, rather than family status. We would, therefre, hope
to see the automatic exclusion of childless couples and single persons eliminated
fr on H.R. 1. Third, fairness would be served if benefit levels were to take into
account regional differences in the cost of living. While' we realize the adminis-
trative complexity of adjusting for this factor, we ask you to consider ways In
which this could be accomplished.

As previously stated, New Detroit warmly supports H.R. I's movement toward
federalization of public assistance, but would like -to *see. It move more fully
in this direction. Otherwise, great variations will continue to exist in grant levels
from one state to another, unjustly penalizing residents of certain states ; and
the crushing burden of welfare costs on state budgets will be only slightly dimin-
ished in those states which are currently.paying benefits at relatively higher
levels. (For example, Michigan would only save an estimated $45 million under
H.R. 1, while the projected state SQcial Services budget for the next fiscal year
is close to $600 million.)To the extent -the federal benefit floor is raised above $2400, there will obviously
be greater savings to the forty-five states now providing grants at higher levels,
We also recommend that there be federal matching for state supplemental pay-
ments, perhaps up -to a ceiling amount, which might be the poverty line.
S"There are two additional provisions in H.R. 1 upon which we would like to

comment verd briefly. We are pleased that H.R. I authorizes the Secretary of
Labor to provide 200,000 public service jobs for recipients, This is a positive
recognition-of the fact that there are not enough jobs available to fully meet
the needs of poor people today. While there are wage safeguards built into the
public service employment provisions, they are very inadequate in respect to
private employment. It seems poor public policy to require recipients to accept
employment below the minimum wage, which H.R. 1 now does.

We are pleased to see provision for child day care-to enable mothers to pursue
work or training. We hope sufficient funds will be allocated for this purpose,
and that the care will not be simpy custodial but will provide- educational,
nutritional, and medical benefits as well. If we hope to enable the new genera-
tion to escape cyclical poverty, gbod quality programs should be provided.

We appreciate the opportunity to present our views to you. While we are not
advocating any particular set of amendments to H.R. 1, we note with interest
ft tt Micligan Governor Milliken has endorsed the Ribicoff Amendents, which
serm to thke into account many of the ways in which New Detroit too would

J4ike to see H.R. 1 strengthened.ST believe you will be interested in knowing the broad representation which
exists in New Detroit and I am,. therefore, attaching-a--list-of our Board of
Trustees with their principal occupation.
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NEw Drworri, INc.

BOARD OV TRUSTEES,

Chairman: Lynn A. Townsend, Chlir:
man, Chrysler Corporation.

Vice Chairmen:
Henry Ford II, Chairman, Ford

Motor Company.
Richard C. Gerstenberg, Chairinan,

General Motors Corporation.
Kenneth J. Whalen, President, Mich-

igan Bell Telephone Company.
'Leonard Woodcock, President,

United Auto Workers.
President: Lawrence P. Doss.
Mandel Berman., President, Dreyfus

Development Corporation.
Mrs. Lena Bivens, Brewster-Douglas

Community Center.
H. Glenn Bixby, Chairman,. Ex-Cell-O

Corporation.
David Booker, Association of Black

Students.
Brock Brush, M.D., Henry Ford Hospi-tal.
George E. Bushnell, Jr., -Attorney,

Miller, Canfield, Paddock & Stone.
Lawrence Carino, Vice President and

General Manager WJBK.
Rev. Malcolm !Carron, S. J., President,

University of Detroit.
Walker L. Ctsler, Chairman, The be-

troit Edison C6onpany.
Wendell - Cox, D.D.S., Vice President

and General Manager, Bell Broad-
casting Company.

Wardell Croft, President, Wright MNu-
tual Insurance Company.

Miss Genevieve Czarnecki, Chairman,
Region Two School Board, Detroit
Public Schools.

Robert Dewar, Presidenit and Thief
Administrative Oficer, S. S. Kresge
Co.

Frank Ditto, Director, East Side Voice
of Independent Detroit.

John A. Dodds, President, Reaume &
Dodds, Inc.

Nelson Jack Edwards, Vice President,
UAW.

George Gullen, Acting President,
Wayne State University.

Max M. Fisher.
Gustavo Gaynett, State Liaison Field

Representative, Community Rela-
tions Service, U.S. Department of
Justice.

William T. Golsett, Attorney, Dykema,
Gossett, Spencer, Goodnow & Trigg.

Robert F. Hastings, President, Smith,
Hinchman & Grylls Associates, Inc.

James Hathaway, President, Detroit
Board of Education.-

Joseph L. Hudson, Jr., President, The
J. L. Hudson Company.

Richard F. Huegll, Executive Vice,
President, United Community Serv-
ices.

Arthur L. Johnson, Deputy Superin-
tendent, Detroit Public Schools.

Mrs.'Clara S. Jones, Director, Detroit
Public Libiary. .

Mrs. Helen Kelly, Chairman, Con-
cerned Citizens Better Health Serv-
ice of Wayne County.

Raymond W. Krolikowski, Attorney.
Mark Littler, Arthur Andersen & Co.
R. W. MacDonald, President, Btr.

roughs Corporation.
W. D. MacDonnell, Presidefnt,- Kelsey-

Hayes.
Ralph T..McElvenny, President, Mich-

igan Consolidated Gas Company.
Mrs. Ruth Pearl, Homemaker.
V. Lonnie Peek, Jr., Director of Black

Studies,' Wayne County C-o-imunity
College.

Raymond T. Perring, Chairman, De-
troit Bank & Trust Company. I

Eugene Peterson, Vice President, Pe-
ter & Vaughn.

John S. Pingel, President, Ross Roy,
Inc.

Julien Prlver, M.D., Executive Vice
. President, Sinai Hospital.

Senator Carl D. Pursell, Michigan -
State Senate.

Longworth Quinn, Jr., Commisaion on
Community Relations.

Roger Richards, President, Metropoli-
tan Federal Savings & Loan Assoc.,
Chairman, Michigan State Housing
Authority.

Rep. Williaml A. Ryan, Speaker, Mich-
igan House of Representatives.

Howard Sims, President, Howard
Sims & Associates.

Hon. Peter B. Spivak, Common Pleas
Coult.. t

Thomas Turner, President, Metropoll-
tan Detroit AFL-CIO Council.

Miss Lenora Vernon, Student, Cass
Tech.

Mrs. Jean Washington, Police-Com-
munity Relations.

Reginald Wilson. President, Wayne
County Community College.

Stanley J. Winkelmhn, President,
Winkelman Stores, Inc.

Jack Wood, Secretary-Manager, De-
troit & Wayne County Building
Trades Council.

Floyd Wylie, Administrative Director
Highland Park Mental Health
Center.

Senator Coleman A. Young, Michigan
State Senate.
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THE ASSOCIATED' GENERAL CONTRAYrORS OF AMERICA,
Washington, D.C., February 18, 1972.

Hon. RUSSELL B. LONG,
Chirmam6 Committee on Finance, U.S. Sente, Vashington,' D.C.

DEAt& -SMa. CHAiMAN: On behalf of the 9,000 construction firms throughout
the United States that c6mprise the membership of the Associatedi General
Contrfietors of America, we submit our views on H.R. 1 for the record.

Thd construction industry is the largest single industry in the country.
Therefore, the legislation now being considered by your Comittee will have far
reaching impact to our membership.

The Implications of the welfare program as proposed warrant careful scrutiny.
If we consider cost alone, the economy cannot afford such a burden. Conversely,
It could be of little benefit to society for taxpayers to subsidize a guaranteed
annual income at well above the poverty level, regardless of, and in many cases
In spite of, ability or disposition to work.

The concept of enacting a plan to go into effect in two years, with a "test'
period between now and then is qo test at all. If enacted, the legislation would
have more diffleilty being repealed than it had becoming law, regardless of the
results of the "test". If thti years of 1972 and 1973 are to be a real test, why
provide for automatic permanization of 1974?

There are several avenues we feel would do much to reduce the cost of a
realistic welfare program, as well as to distribute equitably the responsibility
therefor:

A sound trial period could include several concurrent testing programs in
------ pilot- form, with regular reports from the Comptroller General as to practical

alternatives, and which should not be implemented automatically into a perma-
nent llan;

Low-priority items which generate marginal benefits but which represent
substantial portions of the cost could be initially eliminated from the plan, such
as additional "dropout years", delayed retirement increment, and special mini-
mum benefits;

Provisions for c(,mputing retroactively taxable wage base fron--$9,000 to
$10,200 should be deleted; most contracts in our industry are obtained by fixed-
price bids, and any such added ,expense not anticipated by an employer must be
borne by him without contract adjustment;

Tax rate increases could be scheduled to maintain trust fund balances roughly
at one year's benefit ln)vments; and

Automatic benefit and wage base escalators could be eliminated to be deter-
mined by review at regular intervals. I

The increasing numbers of people on welfare Indicate an alarming acceptance
of dependency on the state for sustenance with no effort on the part ot the
recipient in return. No Incentive to produce Is likely to be successful in the
long run without some sort of requirement for participation for those who can
work but choose not to.

It is conceivable that welfare rolls could obe reduced through a combination
of training and public service programs, benefits which are 'monitored by the
donor, and more (areful investigation of applicants.

It is to the benefit of every citizen that an equitable and effective program-
be enacted. It is to the same degree detrimental to all if we fail to do so.

Sincerely,
WILLIAM E. DUNN,

Executive Director.

Statement by William G. Reitzer

WHAT THE HOLY SCRITURE TEACHES ABOUT WELFARE

Because the Holy Scripture is what it is, it is sensible'.to consult its teachings
whenever legislation on a particular subject is under, consideration. The Holy
Scripture, being the Word of God to God's creatures, not only holds out instruc-
tion but also implores compliance therewith.

Certain principles of Holy Scripture are germane to the Social Security and
Welfare Proposals under consideration by the 92nrd Congress. I am moved to set
forth these principles, as a servant of God, In'the interest of glorifying God's
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gracious and good provisions for His creatures and at the same time seeking the
general welfare of my countrymen. -

Although I have degrees in law and theology from nationally accredited educa-
tional institutions, I reply upon the blessed Holy Spirit not only to direct me
to make a truthful and helpful presentation, but also to apply the credibility

-thereof to the hearts-of all who may have been directed this way.
The first principles of importance concern the exalted nature and destiny of

man. The Bible states th tatQ0 not only created man and woman, but He created
them in His image. In essence they are spirits who will live forever. God en-
dowed His creatures with a wonderfully complex brain, a spendid moral nature,
a free will, the power of reproduction, and a large realm of sovereignty (the
earth). They were given a sublime rule of life; to love God with all their hearts
and their neighbor as themselves.

This requirement to love one's neighbor is set forth b ome as the rationale
behind social welfare legislation. It is asserted that the government has a duty
to help persons with certain needs which they have not been able to Provide
for themselves, due, primarily, to low income.

The Bible does urge-and in the strongest terms--that the poor and needy
should be taken care of. But does the Bible lay this obligation on the shoulders
of the government and at the door-of the public treasury?

THE GOVERNMENT IGNORES SPIRITUAL PRIORITIES

If the teachings of the Bible are taken, as a whole, it becomes evident that
any government activity in the area of welfare, unless fully committed to Biblical
principles, will be Working at cross-purposes with God and God's best intentions
for needy individuals. The reason is that God is primarily interested in His
creatures' spiritual welfare, and therefore, material considerations are of second-
ary importance. I

The Bible teaches that every person that is born is in a state of alienation
to God (because of sin) until he has been "born again" by the Holy Spirit. By
this devine influence, the human spirit is regenerated--somewhat like a dead
storage battery is charged by an external influence-so' that it takes on a new
life wherewith it can have good fellowship with God. The condition for this new
birth are repentance of one's sins and acceptance by faith in the forgiveness
of one's sins because of the sufferings and death of Jesus Christ, the Son of
God, whose undeserved sufferings and death, by God's Justice, constituted an
atonement for the sins of the world. -

The entire import of the Bible 1s that a soul who has not bean reconciled
to God through, regeneration cannot except lasting peace of mind and prosper-
ity. As the Psalmist points out in Psalm 146, God helps those who trust in
Him, 4 ut those who' disregard Him, He eventually. brings to ruin.

This' bringing to ruin has a twofold purpose. On the one hand, God must
upholT justice. It would be unjust for God to let the ungodly prosper. On the
other hand, God also has reformation in view. As He said to a wicked people
on one occasion: "I will go And return to my place, till they acknowledge their
offense,, and seek my face: in their affliction they will seek me early" (Hosea
5:15).

If therefore the government steps in and offers aid to those who are being
chastened by God, the government becomes guilty of intermeddlihg in God's
dealings with His creatures, usurping God's sovereignty, discounting God's
wisdom and Justice, and detracting from people's spiritual welfare. In addition,
the goyernment compounds the problem of undeserving individuals by bestowing
upon then benefits to which, by God's justice, they are not entitled. This puts

,them under an obligation to be willing' to make restitution before-full recon-
ciliation with God can take place.

, Some will assert that mucb poverty and need are not due to personal sin,
but to outside factors, such as economic exploitation or unfor circumstances
brought about by the industrial age. Such an assertion has a ring o lausibilityI
but when examined more carefully, is found to lack substance in fac

The whole tenor of the Bible is -that a person who does what God mmands
will be taken care of by Him. As the 23rd 'Psalm states: "The Lo is my
shepherd, I shall not want." The implication is that if we follow God's ance,
we will' not get into situations where we will be exploited or surprise y
unforeseen circumstances.

'2
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Moreover, the-Bible urges us to be so concerned about the things of God that
even the necessities of life concern us only on a day by day basis. For Jesus
said in the Sermon on the Mount: "Take no thought, saying, What shall we eat?
or, What shall we drink? or, Wherewithal shall we be clothed? . . . for your
heavenly Father knoweth that ye have need of all these things. But seek ye
first the Kingdom of God, and his righteousness, and all these things shall be
added unto you. Take thereNre no thought for the morrow: for the morrow shall
take thought for the things of itself. Sufficient unto the day is the evil thereof"
(Matt. 6:31-34).

THE GOVERNMENT ILL-DEFINES MATERIAL WELL-BEING

Not only does the government overlook these spiritual priorities, but it also
works at cross purposes with God by holding forth and sustaining a different
concept of material well-being. God's standard of living does not permit anything
that is harmful to health, personal safety or morals, nor anything that is foolish
or trival. C6iiseqi-en-ty, He wodld not approve of welfare payments that would
be spent for cigarettes, unhealthy foods, excessive eating, indecent literature,
or many other things the government allows. The government allows them
because of weakness. The government is weak because it has only limited and
ill-defined standards, only a limited interest in- enforcing them, and is further
handicapped by pressure groups whose standards are even lower than its own.

THE GOVERNMENT LACKS THE FACTS TO ADMINISTER PROPERLY

Another reason the government is not qualified to engage in social welfare is
that it does not possess the facts to administer aid fairly. Etch case of need
has its separate requirements. To be fair, each case should be thoroughly In-
vestigated. But it is handicapped by rules against invasion of certain private
rights. Even if these did not exist, it would still be very difficult for the govern-.
ment to establish the actual need'Wcause there are ways of concealing assets,
of feigning Inability, of faking accidents, of colluding with others, of magnifying
needs.

Because of a lack of facts, the government is forced (als by other pressures)
to assume the honesty of welfare applicants. As indlcafd earlier, the Bible
indicates that something is seriously wrong if a person becomes a welfare case,
Sfopwight living people do not get into the position of needing welfare, under any
ciTfistanc~s, no matter how exploitive the society or community-they live in.
As.David said L i that seek the Lord shall not want any good thing" (Psalm
34:10). And as Proyerbs says: "He that giveth unto the poor shall not, lack"
(28:27). "

Beceause of expediency, g hnt aid is addressed to large groups, such as
the aged, the blind, the dis bled. Yet within such groups are widely varying
needs because of wide diffei'ences in personal wealth, enterprise, health, sur-
roundifigs, and the like. To offer all within a class certain aid creates a tempta-
tion for some to accept it although they do not particularly need it. Consequently,
government welfare in this form brings with it a certain amount of loss of Ini-
tiative, dignity, honesty and self-reliance, whether consciously or subconsciously.
At the same time it makes private welfare less interested in offering, assistance

* to persons within these classes.
It also may be noted that there is something inherently unjust about establish-

ing national minimum income levels with little regard for the welfare of the
peoples outside of the United States. If every individual is entitled to a certain
standard of living by natural right, as it is'asserted, why- is that confined to
our national boundaries?

ONLY CHRISTIANS AND CHURCHES ARE AUTHORIZED

Because the government is not qualified to legislate welfare, the government
has no authority in this area. All the Biblical injunctions to help the pbor and
needy are directed at-individual Christians and the Christian church. Nowhere
does Jesus, nowhere do the Apostles appeal to a pagan government to help the
poor of the land. Nor do they tell the poor to look to the government.

God alone knows how best to deal with those in need. He has all the facts.
And ie must direct welfare aid., This He does through His people.
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God's people are better qualified to do welfare work because they do it
voluntarily and out of love. They are also better qualified to receive, under-
stand, and carry out God's instructions.

God has certain rules of life which He has set forth as good. It Is His
concern to impress His creatures with the goodness of these rules. They are
contained in the Ten Commandments, and expounded in the Sermon on the
Mount, the. Book of Proverbs, the Psalms and throuhgout Holy Writ. They up-
hold, as we all know, such attitudes and conduct as reverence, piety, humility,
honesty, temperance, industry, Justice, mercy, kindness, benevolence.

It must be acknowledged that not only unbelievers but also too many of
God's people fall fully to understand either the importance or the scope of these
good rules. Consequently there- exist considerable ignorance and rationaliza-.
tion about the causes and cure of social ills. Therefore it must be added that
Christians and churches engaging in social welfare need to be sure they are
receiving (4od's Instructions correctly, or else they also will be interfering with
God's best intentions for needy individuals.

The Scripture passage "if any would not work, n*jther should he eat"
(2 Tes. 3:10) serves as a good illustration. In this connection one needs
to remember that the Bible presents man's obligation to work as hard, and
Justifiably so (Gen. 3:17-19). Further, the more one lives an ungodly life,
the harder one's work Is apt to become. Obviously, this creates a live tempta- °

tion for a man to try to escape his hard lot by various devices, either con-
sclously or. subconsciously, honestly or dishonestly, by some pretext or no pre-
text. But If a man does this, God will make him all the more miserable, for
God wants a man to work, albeit menial or rigorous, than not to work at all.
And this applies to the aged, the blind, and the handicapped, although, of course,
allowances would be made depending upon the circumstances of each dase.
And, of course, work takes many different forms. For example, prayer can be
classified as work, when it concentrates on intercession for others.

As a result, God's intent for individuals not gainfully employed is to find
gainful employment as quickly as possible. And anything, no matter how well
Intentioned it may be, that prevents this is detrimental to the best Interests
of those individuals. -

Further, employment must be good employment: it must provide a good
service or develop a good product, and it must allow for the Sabbath rest. For
the Bible teaches that the greatest happiness this life affords belongs to the
person who is gainfully occupied as divinely directed six days a week and who
keep all of God's commandants seven days a week.

Consequently, help to. the needy must direct itself to the well-being of the
whole man. This brings into consideration all of his beliefs, thoughts, feelings,
and ,actions. Otherwise all that is accomplished is stop-gap aid and a false sense
of security that postpones, and compounds, the agony, and also tends to make
an effective remedy for the initial need more difficult.

GOD IS THE HOPE OF THE NEEDY

The question now arises: What If Christians and the Church do not ade-
quately supply the needs of the poor? It is unquestionably true that Christians
and the Church fail, have failed, and will fail. But God never fails. The Bible
presents God as the God of the needy, the oppressed, the helpless, the widows,
and the orphans. "When my father and my mother forsake me, then the Lord
will take me up," says the Psalmist (Ps. 27:10).

God has His ways of helping the needy. It Is not through the government.
There is always someone God can find to fulfill a specific need. As in the case of
the Good Samaritan, although the unfortunate robbery victim was ignored by
one religious man, and then by a priest, there came along then a good man of

"God to help. And God,, not the government, will get the credit. -
The difficulty is that we are Inclined not to understand nor to appreciate how

God is dealing in a situation. Therefore it Is incumbent upon us to entertain
more faith that the God of all the earth is doing right, and only offer aid when
we know for sure that God wants us to.

If a government notwithstanding does act in the area of welfare, it should
not compound the error by taking money out of the general treasury. For' strict
Justice requires that money for welfare purposes be obtained only from those
who specifically permit the government to engage in such activity. I honestly
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feel I should not be forced to contribute tax money in support of government
welfare programs, but to be left free to help the needy as God directs me.

That does not mean I object to paying taxes in support of the government,
because the governments of the world are divinely ordained. According to the
Bible, governments have a divinely-given sphere of operations. This sphere is to
maintain peace and order by restraining evildoing (see Romans 13:1-7). This is
accomplished -by passing appropriate laws, with appropriate penalties, and
strictly enforcing the,_. -"

WHAT THE GOVERNMENT'MAY DO

Under its rightful authority the government may do, and should-do, what is
necessary to eliminate conditions that contriute to social welfare situations. In
some cases persons should be forced to be responsible even if they are not so
inclined.

For example, the Bible states "If any provide not for his own, and specially
for those of his own house, he hath denied the faith, and is worse than an infidel"
(1 Tim. 5:8). The government may hold a man responsible for the support of his
wife, his children, or pregnant girl friend. And procedures, such as work-deten-
tion laws, should exist to-make him fulfill this obligation. Add if he manages to
escape justice, financial respbxisibility should be shared by the ,parents of the
father and the parents of the mother.

Also, the government would be authorized to make necessary laws to prevent
exploitation of the worker and of the economy by industry and labor unions, or
any power block. The government, would be authorized to prevent exorbitant prof-
its and salaries, manipulation of markets and prices, unfair competition, work-
ing employees at too fast a pace, and the like.

However, it is well to reemphasize that the promulgation of laws must proceed
from the Bible as a basis. If the government is to eliminate evil, it must do so
according to God's directives. The difficulty is that people do not want to impose
on themselves the strictness of Biblical laws and penalties. Consequently the
codes of laws that exist in the various states and in the nation at large fall
considerably short of Biblical standards.

WHAT THE GOVERNMENT D(Es IT MUST DO WELL

How closely a jurisdiction approximates its laws to Biblical standards has a
great bearing on its well-being. For the Bible teaches that God blesses not only
individuals in proportion to their diligence in observing the divine laws, but
also each grouping of people in society, as the family, the neighborhood, the
community, the city, the state, the region, and the nation as a whole. Therefore
it is incumbent upon each grouping of society to have the best possible laws and
the best possible conduct if it is to enjoy the greatest possible blessings of God.

Thus, if a legislative unit of society does not use its powers properly, either
by failing to fully restrain evil or by perpetrating injustice through its laws
(as by authorizing unjust welfare aid), all the people in that unit will suffer
in some way under divine retribution. This has definite implications when one is
confronted with the question whether the state or the federal government should
legislate In a certain area. As a general rule, the smaller unit of society is better
equipped to make good lavs because it has a greater interest, a greater concern
presumably, and better access to the facts. However, the opposite could be true.
The difficutly with national legislation is, nevertheless, that it tends to establish
a mean, and thereby adversely affect, even though it may be a minority, those
juiisdictlons which have better legislation than the national mean.

Legislation that is not guided by the whole Word of God will only create con-
fusion, lawlessness, and ultimate discontent. This is evident in the history of
welfare legislation. The more legislation, the more the welfare needs. Further
proof appears from the Report of the House Committee on Ways and Means on
H.R. I dated May 26, 1971. It refers to the "exploding nUmber of broken families"
'that welfare legislation has to some extent produced. The Report openly admits
that the "welfare system in the United States is moving toward a state of crisis
and chaos."

This makes 'it all tlie more important to bring the impending welfare legisla-
tion into harmony with Biblical principles. My hope is the honorable members of
the Senate may be disposed to make the necessary amendment to H.R. 1 to
accomplish thisI
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AMmuoAN NuRsEs' ASSOCIATION, IN0.,
New York, N.Y., February 18, 1972.Hon RU.SSELL B. LONG

Chairton, senate Finance ComiUttee, New Senate Office Building, Washingtom,
D.O.

DER SENATOR LONo: The American Nurses' Association strongly urges that
the Senate Finance Committee not report favorably on proposed Amendment No.
870 (Social Security Amendments of 1971) to permit reimbursement for services
provided by assistant to physicians, introduced by Senator Gaylord Nelson.

The subject is one that has many implications both for the quality and the cost
of health care. We would ask, instead, that the committee hold open hearings on
this topic and that thorough study be done. Action at this time eems premature
because of the great variety in types of programs, confusion as to who assistants
to physicians are, and as to the dependent and independent roles of health pro-
fessonals, and concern about inequities in care provided to those in rural areas,
the aged population and the indigent, particularly those in minority groups.

We would like to have the opportunity to thoroughly explore these questions
on the record, and we know that many other groups that provide health care
would also like to participate in such discus&ions. We agree that reimbursement
formulas need to be realistic, that costs of care must be covered, as we pointed
out in our testimony of February 7 in which we also noted the difficulty experi-
enced by home health agencies in receiving reimbursement for the skilled nurs-
ing care provided.

Attached for information of the onmnittee are two documents: "The American
Nurses' Association Views the Emerging Physician's Assistant," and the New
York State Nurses Association's statement on Physician's Associate and Special-
ist's Assistant.,

We ask that this letter and attachments be placed in the Record of the hear-
ings r .R. 1. -

CW6wifl send copies of this letter and attachments to all members of the Sen-
- te Finance Committee.

Sincerely yours, EIE"N M. JACOI, RN., Ed.De,

Executive Direotor.
• Attachments.

THE AMEhICAN NURSES' ASSOCIATION VrEws--THE EMERGING
PHYSICIAN'S ASSISTANT

Demands for health care services are rising sharply. At the same time, man-
power needs in industry and agriculture are decreasing, so that employment
must be found for more people in the service fields. The search for means to
meet the health care demands and the need for new, areas of employment
are creating pressures for new careers in the health field.

One of the most significant among the emerging occupations is the "physician's
assistant." A variety of training programs are being developed to prepare indi-
viduals to assist the physician. The term "physician's assistant" should not be
applied to any of the nurse practitioners being prepared to function in an ex-
tension of the nursing role. However, the term appropriately can be applied in
the training and utilization of persons who under medical direction assist physi-
cians by performing specific delegated medical activities. Some of these indi-
viduals are now organizing and seeking recognition as a distant group of practi-
tioners in health care.

The American Nurses' Association views all nurse practitioners as members
of the nursing profession. ANA assumes responsibility for defiining the scope
of their practice, for determining standards and educational requirements, and
for interpreting their ethical and legal relationships, with physicians..

The practice of nursing is authorized by the nursing practice acts of the
states. A Joint Practice Commission composed of representatives of ANA and
the American Medial Association has been established to consider the congruent
roles of nurses and physicians. This development holds promise for more effective
and efficient utilization of the two major health professions in future health
care services.

Several types of assistants, are being prepared and utilized to function under
the medical direction to extend physician's services. None of these assistants
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are prepared to be substitutes for nurses, since nursing practice is more than
performance of delegated medical nursing activities. Neither are these assistants
acceptable substitutes for physicians. This development is of concern to the
nursing profession. Physician's assistants working in a setting where nursing
practice is an essential element of health care present problems that flow from the
legal and ethical relationships between physicians and nurses. Therefore, nurses
and physicians together must clarify the situation.

As yet there are no generally accepted guidelines for the preparation of all of
these assistants. Further, there are as yet no universally accepted guidelines for
the utilization of physician's assistants within the delivery system. Because of
the vast differences in current programs, it is essential that efforts be made
to bring about some uniformity of educational requirements.

As* other groups have done in the past, physician's assistants are becoming
organized in an effort to secure licensure, certification and other formS of
recognition as a distinct health occupation. Until the functions of the physician's
assistant are more clearly identified, and generally acceptable standards for
training and practice are evident, licensure for their practice by the states
should not be attempted. -

The American Nurses' Association supports the call for a moratorium on the
licensure of new categories of health workers until studies have been conduEted
to determine the need for licensure reform. Prior to such reform, it is impera-
tive that the medical profession retain responsibility for delegation of medical
acts to physician's assistants.

In licensing law, it first should be possible to define an independent area of
practice which must be regulated in the interest of public health and safety.
The definition of any health profession's practice should be stated in terms
that are broad enough to permit flexibility in the utilization of assisting personnel
within the bounds of safety for the client. The definition should also permit
changes in practice consistent with desirable trends in health care practices.

Because the economic status of each group involved in health care is part of
the economic environment of every other group, the American Nurses' Association
has a stake in the economic status of, the emerging physician's assistant. The
ANA re-emphasizes that in establishing salary ssytems, recognition must be given
to the character of responsibilities carried, and to requirements for education,
experience and clinical expertise. In establishing the relationships between
salaries of nurses and those'of physician's assistants the differences in their
responsibilities, preparation and experience should be taken Into account.

The development of new health workers has provided impetus for long overdue
examination of the health care system including the responsibility of each health
worker f~r providing service to the patient. The focus must become people,
their health needs, and-neeting these needs through high quality care and in
the most efficient and economic manner feasible.

AMERICAN NURSES' BoARD OF DnwoToRs.
December 17-- 1971.

NEW YORK STATE NURSES ASSOCIATION,
Albany, N.Y.

THE NEW YORK STATE NuRSEs AssOcIATION's STATEMENT ON THE
PHYsIcIAN's ASSOCIATE AND SPECIALIST'S ASSISTANT

(Approved by the Board of Directors, January 31, 1972)

The emergence of two new categories of health workers in New York State,,
the physician's associate and specialist's assistant, is unquestionably a tribute
to the medical profession's concern and vision regarding the increasing demand
for medical care services. This development documents clearly that profession's
recognition of the deleterious consequences of the unavailability of such services
to the people of this state. Further, it reflects the medical profession's commit-
ment and determination to improve the present unsatisfactory situation.

The New York State Nutrses Association has .long supported the concept of
a clearly identified assistant to the physician.1 The Association wishes to reaffirm
that support and to welcome these new members of the health care team.

I Hereafter in this statement the term "physician's assistant" shall refer to the physi-
-- clan's associate and specialist's assistant.
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Obviously, implementation of these roles will not only enhance medical prac-
tice, but more importantly will provide for more effective utilization of the
unique talents and services of nursing practitioners. Therefore, the Association
pledges every cooperation in the orderly and efficient integration of these workers
into the health care delivery system. In order to augment such integration the
Association wishes to clarify its position on this development as it relates to
the nursing profession.

The Association's position is as follows :
1. The -role of the nursing practitioner is not synonymous with that of the

physician's associate or the specialist's assistant.
The Association is compelled to emphasize this distinction in light of the

persistent lack of understanding and recognition of the nature of nursing prac-
tice. Nursing practitioners, physicians and -physician's associates-indeed," all
health care workers--must necessarily share common bodies of knowledge and
overlapping areas of functional expertise. However, to assume "interchange-
ability" of roles is to deny the uniqueness of each, thus diminishing the capability
for meeting society's complex health care needs.

2. The physician's associate or specialist's assistant is not a substitute for
the physician.

The 'Association recognizes- the right of the medical profession to determine
those medical acts which may be safely delegated to physician's assistants.
Similarly, as an independent profession, nursing reserves the right to determine
from whom it shall accept "delegation". Hence, nursing practitioners shall con-
tinue to execute those medical regimens prescribed only by a licensed or otherwise
legally authorized physician or dentist.

In view of the original intent of the physician's assistant role, i.e., to increase
the availability of medical care services to the public, the Association questions
the rationale for consideration of assigning the assistant to write medical orders.
It would appear that such utilization unnecessarily limits the assistant's involve-
ment in direct services to patients. However, if the medical profession deems it
appropriate to assign to the physician's assistant the task of writing medical
orders, then the Association believes it appropriate for the physician's assistant
to also carry out those orders.

3. The salary schedules for. physician's assistants should reflect not only
health care costs in general and the particular skills and competencies required
for 'these positions, but also equitable relationships with the salaries and fees
of other health *#orkers.

In keeping with its long standing policy the Association will continue to insure
appropriate financial compensation for services rendered by nursing practi-

--tioners and maintain an appropriate relationship between nurses' salary and
fees and those of other members of the health care team. The Association will
scrutinize very carefully the impact of salary schedules of the physician's
assistant on the recruitment and retention of other members of the health care
team.

The New York State Nurses Association endorses the view of the American
Nurses' Association relative to the physician's assistant." This Association also
supports the American Nurses' Association's attempt to maintain dialogue
on this matter with the American Medical Association and the American Hospital
Association. Consistent with this, the New York State Nurses Association shall
continue its effort toward comparable collaboration with the Medical Society
of the State of New York, and the Hospital Association of New York State and
those state governmental agencies charges with implementation of physician's
assistant legislation.

STAThENT OF THK.AMucRAN M nioAL AssooiATION

Mr. Chairman and members of the committee: Thhip statement will present the
views of the American Medical Association on many of the provisions of H.R. 1,
amending the Medicare and Medicaid programs, including our suggestions for
npdifications. In addition, comments are directed to an amendment before the
Cbmmtttee to establish Professional Standards Review Organizations. We also
include our views on a program for catastrophic insurance coverage. While H.R.

*American Nurses' Association, The Amerooat Nurses Aeoplation Vimi the Emerging
Phyieftae'. Aesstas. The Association, New York, December 1971.
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1 does not now contain any provision to extend programs for maternal and child
care which will expire on June 30, 1972, we strongly urge that this Committee
take early action to do so, and recommend that H.R. 1 be so amended.

AMENDMENTS TO MEDICARE AND MEDICAID AND MATERNAL AND CHILD HEALTH UNDER
H.R. I

Many of the provisions of the bill relate merely to procedural or benefit
changes, while others have a potential far-reaching effect on the future of these
programs and upon the provision of health care for the recipients of care under
these programs.

We will limit our remarks to those sections which we deem to be most
significant.
Payments to Health Maintenance Organtzations (Sec. 226)

Under, this section, authorization Is provided for a single Medicare payment to
a "Health Maintenance Organization," under contract with the Secretary, to be
made on a prospective, per capita basis covering services provided under both
Parts A and B. Such organizations could provide comprehensive health services,
either directly or through arrangements with others, but would have to Include all
of the Medicare benefits. Payment is not to exceed 95% of the amount which the
Secretary estimates would be payable for both Part A and B benefits normally,
furnished. Beneficiaries would have the option of seeking to have Medicare bene-
fits furnished through such an organization, or could continue to receive bene-
fits as at present. While payments for these services would come from both
Part A and Part B Trust Funds, it is to be noted that the Part B Fund would
pay its full premium share on behalf of the beneficiary, and any reduction In costs
arising from the 95% payment would accrue to the Part A Hospital Trust Fund.

We want to make clear at the outset that the American Medical Association
supports a pluralistic approach to the delivery of medical services, whether they
be furnished by group practice, or by individual practitioners or otherwise. The
furnishing of comprehensive health services through prepaid group practice has
existed for a number of years, but their development has been comparatively
limited and is more pronounced in limited geographical areas. On the other
hand, the "health maintenance organization" referred to here, is a prepaid group
practice under contract with the government to provide certain required services.
While it is partly based on certain existing prototype prepaid group practices,
such existing groups ai-e' not "HMO's" In the sense discussed here under federal
Contract. Thus, we are lacking experience with this type of contract medicine
(HMO's). We are concerned also that under additional legislation an effort is
underway to bring "HMO's" Into existence without evidence of the economic
Justification or their viability without continuing federal subsidy after being
established. On its face, negotiation for comprehensive services at a figure which
appears to show a savings to the program is patently salutary. However, before
any such program is initiated nationwide and held out as a realistic benefit avail-
able to beneficiaries under the Medicare program, it is our recommendation that
cost and utilization data should first be developed. Acceptable controlled dem-
onstrations should test the capability of such a program to accomplish its pur-
pose and to be implemented nationwide. Such experimentation would also demon-
strate the degree Qf acceptability by physicians and patients of this type of
health care delivery.

If such a determination is to be valid, it is necessary, of course, that the costs
of the A and B programE be compared with an HMO cost for across-the-board
Medicare beneficiaries in open enrollment, and not for a group which may be sw-
lected for this purpose. Interestingly, there appears to be some question* con-
cerning the cost benefits of HMO. While it appears that one of the main pur-
poses is to achieve a financial saving in the program, in the Report of the Com-
mittee on Ways and Means In the last Congress it is stated that under this new
approach there Is expected to be a small increase In the first year or two In the
amount of payment by the program, but that if additional beneficiaries enroll in
either existing or newly established health maintenance organizations, there Is
likelihood of cost savings to the group.

Besides the consideration of whether the HMO provision will in fact result
in cost savings to the program, there is the paramount consideration of the health
care which will be provided to the beneficiary. We are alone in the serious con-
cern about a program which provides incentives to providers for lower utiliza-

72-573--72-pt. 6-33
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tion of benefits, and this'aspect of the program-under-utilization-must be
watched very closely so that the beneficiaries receive the best quality care. There
.are many additional questions to be resolved concerning the efficacy of this form
of contract medicine. Moreover, it is important that the control androperation of
the HMO be under the direction and supervision of physicians so that high
quality care is provided. Operation of the health maintenance organizations
under the direction of individuals or groups not competent in the health field
should not be sanctioned.

In addition, if this section Is adopted, provision should be made so that the
public is properly informed concerning the degree of access to services. Such
organizations are limited in number; and this benefit, If adopted nationwide, will
not be available to most beneficiaries Much disappointment has already ensued
where present benefits, such as home health services, are not locally available
to beneficiaries of the program. There could he considerable dissatisfaction. to
say the least, where all optional program service might not be available. Result-
ing public pressure could encourage the development of hastily organized groups
capable of providing only substa nda rd care.

Establislimcnt of Incen tires for States to Emphiasizc Comprehclnsirc Health Care
under Medicaid (Scc. 207)

! Under this section, Federal Medicaid matching for certain comprehensive
services would be increased and the federal matching with respect to long-term
institutional care would be decreased and certain other limitations would be im-
lIosed. Spciflcally: ia) the Federal matching percentage for services furnished
under a contract with (1) a health maintenance organization or (2) a com-
mmtnity health center or similar facility providing comprehensive health care
woiuhl be increased by 25%; (b) the Federal percentage after the firdL60 days
during a year for care in a general or TB hospital would be reduced by one-third;
(c) the Federal percentage after the first 0 days of care in a skilled nursing
home would be reduced by one-third unless certain conditions were met: (d),
the Federal matching for care in a mental hospital after 90 days of care would
be reduced by one-third and no Federal matching would be available after 385
days of such care during an individual's lifetime; and (e) the Secretary would
be authorized -to compute a reasonable cost differential for reimbursement pur-
poses between skilled nursing hon ies and intermediate care facilities.

We recognize that in a program with a limited amount of funding the gov-
ernment may wish to allotcate the available monies among certain services. The
Association supports the use of least costly services, and accordingly, where
feasible, ambulatory services should be used instead of institutional care.

We believe, however, that the prevention of unnecessary use of institutional
care should be effected without the reduction of federal matching for continued
institutional care, which reduction may result in the unavailability of bene-
fits for needed institutional care. Utilization review requirements under Medi-
caid should eliminate unnecessary institutionalization of patients.

Recognizing that the present design of the Medicaid program may be reviewed,
as indicated by increasing interest in a new approach in providing care for the
Medicaid recipient, we believe it would be well not to reduce, for the present time,
the curreift levels of Federal support.

In any event, we strongly object to the provision which Increases federal finan-
cial support only where services are provided in an HMO or community health
center. (It is interesting to note, here, that where the patient is institutionalized
through an HMO, there Is no limit on such care, and there is no decreased
supl)Mrt for such long term care.) This unwarranted, lopsided support couhl
result in state programs requiring that medical care under its Medicaid pro-
grain he furnislied only in the favored settings In order for the States to take
advantage of the additional Federal funding. This increased financial support
in favor of one method. of health care delivery is clearly discriminatory. Fur-
thermore, there is not satisfactory evidence, either as to costs or quality of care,
indicating a proper Justification for this discrmination.

Any such "weighting" of payment to the states against services furnished out-
side the HMO or community health center tends to destroy the patient's choice
of sources of care and, as a result, to again force care for the poor into a separate
channel from that for other systems. Further, the present scarcity of such forms

* of health care organizations means that pressure is put on the state to dis-
courage Medicaid patients from using more readily accessible forms in favor
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of one generally much, less available. State governments where such forms exist
could receive Federal matching, in comparison with other states, out of propor-
tion to the quantity and quality of care they render or their need for financial
aid.

We urge tile deletion of that Itortion of Section 207 which adds subsection
(g) to Section 19031,a) (1) of Title 19.

Limits on Prevailing Charge Levels (See. 22. )
With reference to payments made after December 31, 1970. for physilcin's

services, this section provides that a "reasonalbhi" charge could not exceed the
higher of : (a) the prevailing charge level existing on December 31. 1970; or
(b) the prevailing charge level covering 75% of the customary charges made

for similar services in the same locality during the calendar year elapsing prior
to the start of the fiscal year in which the request for payment Ii made. For
fiscal 1973 and later years, the prevailing charge levels could only be Increased
"(in the aggregate)" above the fiscal 1972 levels to the extent that the Secre-
tary findsO 'on- the basis of apprQopriate econiolc index data," that such ad-
justments are justified by economic changes.
I We are aware of the great concern of the Congress and the public concerning
rising health care costs. We as physicians share this concern. Nevertheless, we
oppose this section. which establishes an arbitrary statutory limitation ol phys-
icians' charges under Medicare. Wl'iille the factors underlying increased costs
are complex, the proposed remedy is strikingly simple; merely ly a percentage
of the customary charges. Even in this highly inflationary period, we know of
no such direct stautory limitations on prices. wages or charges in other private
sectors of the economy. The proposed limitation may attalin a nieasure of cost
control to the program ; however, it should be kept in mind that a corresponding
effect of this ,provision would be to shift this, part of the burden of the program
to the beneficiary.

Under this section, the Secretary is glyen additional new authority. For
medical services, supplies and equipment which in his judgment do not gen-
erally vary significantly in quality. from one supplier to another, the charges
lie determines to be reasonable for payment may exceed the lowest charge levels
at Which such services, supplies and equipment are widely available only to
the extent and under the circumstances specified by him. Wliile this provision may
have application to supplies and equipment, we do not believe that medical
services, which lack the uniformity of supplies and equipment. should lie in-
cluded. We strongly recommend that medical services be deleted from this new
provision.

Tile IHealth Insurance Benefits "Advisory Council Is required to conduct a
study of methods of reimbursement for physician services under Medicare
and is to report the results of such study to the Congress together with-a pres.
entation of alternatives to the present methods of reimbursement and the Coun-
ell's recommendations as to the preferred method. Because of the potential
significance of this study on the Medicare program, the HIBAC Report should
contain a presentation of factual bases for any recommendations and certainly
adequate opportunity should be accorded to interested persons for review of
the study before anly Implementation is undertaken.

Authority of Secretary To Terminate Payments to Suppliers of Scrrices (Sec.
229)

The Secretary would be authorized to terminate or suspend payments for serv-
ices under Medicare (with resulting prohibition of payments under Titles 6
and 19) where a person: (a) has made false representations; (M) has sub-
mitted bills in excess of the person's customary charge; or (c) has furnished
services determined to Ihe substantially in excess of tie needs of the patient or
to be harmful to him or of a grossly inferior quality.

The Secretary, after consulting with appropriate State and local professional
-societies, as well as with others, woiild appoint program review teams composed
of physicians, other professional personnel in the health care field, and consumer
representatives. The Secretary's determination as to (b) above wv-uld require
the concurrence of the Program Review Team. and, as to (c) above, would
require the concurrence of the professional members of the reviewing team.

The Association hgs many times stated that abuses in the program should
be eliminated. The 'moat effective way to review the services of physicians is
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through the medium of other physicians. Professional services, whether they
be }egal, medical, or otherwise, should be evaluated by professional peers. Only
p hy'slcians should be called upon to review the services of other physicians. This
istlie essence of -N-er review. And it should be kept in mind that this process,
while it has disclptinary aspects, Is essentially an educational process which
fo rms a prlnfary base for the continuing education of the practicing physician.
The bill does not provide for appropriate peer review. We urge you to reject
Section 229.

Section 222 provides for peer review experimentation in the various coin-
munities and our support for this provision is set out below.

Report on Plan for Prospective Reimbursement; Expcriments and Dcmonstra-
tion Projects to Develop Incentives for Economy in the Provision of Health
Services (Sc. 222)

This section requires the Secretary to develop exp~rements and demonstra-
tion projects designed to test various methods of making payment to providers
of services on a prospective basis under Titles 18, 19, and 5, as contrasted with
the present system of retroactive reimbursement. He would report to the Con-
gress by July 1. 1973, the results of the .experiment programs, and include recom-
mendations with respect to the specific methods which could be used in a full
ilmplriflentation of a system of prospective payment. In addition to various
other experiments, the Secretary is authorized to conduct experiments to de-
termine whether peer review, w tilization review and medical review mechanisms
established on an areawide or connunity-wide basis would assure that services
conform to appropriate professional standards of health care and that payment
for these services- would be made (1) only when, and to the extent, medically
necessary. and (2) In the case of services provided by a hospital or other health
care facility on an inpatient basis, only for the period these services cannot
effectively be provided on an outpatient basis or more economically in an In-
patient health care facility of a different type, as determined in the exercise
of reasonable limits of professional discretion.
• We have supported provisions which are designed to test mechanisms, on an

experimental basis, and which are introduced to improve government supported
programs. While continuing In such support, ive believe that these experiments
must he carefully evaluated before they become an integral part of any of tile
programs-particularly those which have the potential for substantial change
in the character of the program. Most important, of course, is the consideration
that the quality of care should not be compromised for the sake of achieving
some economy.

We support in particular the provision for experiments in various peer re-
view mechanisms, and we will discuss this more fully later In relation to the
amendment to create Professional Standards Review Organizations. -

Limitations on Coverage of Costs under Medicare (Sec. 223)
Under this section the Secretary would be authorized to exclude as a reim-

bursable part of an institutional provider's "reasonable cost" any incurred cost
which he found to be unnecessary "in the efficient delivery of needed health
services." For those services deemed to be unnecessary, the provider could make
a direct charge to the beneficiary if (a) the Secretary has provided notice to the
public of such excess charges and (b) the provider identifies the charges to the
individual.

This section has a potential for substantial changes, not only in the Medicare
program, but also In the provision of health care to, the public generally. While
the intent of this section may be to reduce costs and standardize services among
comparable providers, we view with concern the authority of the Secretary to
determine the costs necessary for efficient delivery of needed health services
under Title 18. Will this section, for instance, create different classes of services
based upon the ability or desire of patients to pay for additional services?

One of the original goals of the Medicare program was to make accessible
to the over 65 persons the same level of health care available to other Individuals.
We believe this section, with this unprecedented authority in the Secretary, would
tend to do otherwise. On the other hand, we understand the concern about rising
institutional costs in the Medicare program.- Accordingly, we recommend that the
Congress and all health organizations maintain careful surveillance over im-
plementation of this section so that benefits to the patient are not arbitrarily
reduced, in relation to those furnished other patients.
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Study of Chiropractic Coverage (Sec. 273)
Under this section, the Secretary would be authorized to conduct a study of

tile coverage of services performed by chiropractors under Title 19, in order to
determine whether and to wliat extent these trvices should be covered- under
Part B, Title 18. He would be required to report to Congress within two years his
findings and recommendations.

Three Important and reliable governnepit studies of chiropractic already
have been made and have all reached the same basic conclusion: Chiropractic
services are not quality medical care.

These studies are:
(1) 1967 report by the National Advisory Commission on Health Man-

power;
(2) Independent practitioners under Medlcare--a 1968 report to Congress

by former Secretary Wilbur J. Cohen, anud?
(3) The 1970 Report of the Task Force on Medicaid'atid Related Pro-

grams.
Tile first, report found chiropractic to be a significant hazard to -tile public.

The second report, after a study Ordered by Congress, recommended unequivocally
that chiropractic service should not be covered In the Medicare program. The
third report and one, incidentally, upon which it appears that ninny of the modi-
ficatilons to the Medicare and Medicaid programs are predicated in H.R. 1,
does nft contain any recommendation for the proposed study but. on thc contrary,
states:

"A legislative amendment should be enacted denying financial participation
In Medicaid payments to chiropractors and naturopaths."

The conclusions reached Independently by these three studies have the full
support of the medical profes.son-of the scientific community as a whole. In ad-
dition, they are supported by many organizations outside medicine.

For example, numerous organizations interested in health care for the elderly
have strongly supported the findings on chiropractic of the HEW study. Included
are the American Federation of Labor and Congress of Industrial Organizations
(AFL-CIO), the International Union. United Automobile. Aerospace and Agri-
cultural Implement Workers of America (UAW), the National Council of Senior
Citizens. the nation's largest organization of Medicare recipients, and the Con-
sumer Federation of America, representing 184 local, state, and national con-
sumer-oriented organizations with millions of members throughout tile country.

Among the many other organizations which have supported these fitidings are
the American Hospital Association, the Association of American Medical Colleges
and the American Public Health Association, to single out just three. At the
APHA. convention In November, 1969, Its Governing Council formally adopted
a resolution calling upon Congress to continue to exclude chiropractic and naturo-
pathy from covered Medicare services and also recommended that Congress,
amend Title 19 so federal funds would "not be used to match State Medicaid ex-
penditures for chiropractic or naturopathic services."

In the light of all this, we believe' that another study would be unjustifiably
repetitive, Involving the already scarce time of professional people and unneces-
sary expenditure offunds. We believe the facts on chiropractic are all In, and a
proper conclusion reached. Section 273 should be deleted.
Advance Approval of Extended Care and Home Health Coverage tnder Medicare

(See. 2 t8)
In order to overcome the situation where patients, after being admitted under

an extended care or home health program, were later denied coverage, this sec-
tion provides for automatic coverage for certain physical conditions and for
limited periods as designated by the Secretary. We support this provision, which
alleviates any financial hardship which otherwise would fall upon the patient.
One part of this section should be modified, however. It would deny the benefit of
advance approval to an individual where the Secretary had determined that the
physician' has submitted "with some frequency" erroneous certlflcations or In-
appropriate plans for services. This provision places an inappropriate burden
on the patient for allegations against the physician. The conduct of the physi-
cian should be referred for peer review action.-An opportunity should be provided
to the physician for a hearing before the Secretary makes his determination.



3248

Termination' of Payment for Unn('cessary 1Iospifal .4(li,,siofS (AS'cc. 237)

Under this *ection if the utilization review conunittee of a hospital or ex-

tended care facility, in its review of admissions, finds a case where Institutionali-

zation was unnecessary, the payment would be cut (off after three additional days.

This provision is similar to the one in present law whi(l terminates payment

after three days' notice where'services are found to be no longer necessary. We

support this provision.

Limitation On Federal Payment for Capital Expciditurcs (See. 2?1)

This section provides that reimbursement amount.,; to providers of health

services under Medicaid, Medicare, and Maternal and Child Iealth Care for

capital costs, such as depreciation and interest, would not be made with respect

to capital expenditures (in excess of $100,000) which are determined to be In-

consistent with State or local health facility plans.
The Association recognizes the need for effective planning of health care facill-.

ties and the need to prevent unnecessary duplication of facilities. We believe,

however, that if this-section is adopted, the exercise of the authority grant(d

sholild be carefully scq.utinized so that tie development of desirable facilities

is not impeded. In any event, facilities should have open to them the right of

Judicial review of th'e Secretary's decision. The language prohibiting sueh

review should be eliminated and such right should be clearly expressed.

Payment under Medicare f6r Services of Physicians Rendered at a Teaching"

Hospital (See. 227)

- Section 227. changes the thrust of the Medicare law, which currently provides

that teaching physicians' services are physicians' services reimbursable under

Part B (providing they meet the requirements set forth in regulations and Inter-

mediary Letters). Under the new section, the services of teaching physicians

are to be included in the definition of "Inpatient Hospital Services," and thus

reimbursable from Part A, tinder reasonable cost formula. Only the seyvi('es

qualifying tnder two exceptions would be reimbursed on a fee.-for-service basis

under Part B.
The first exception.would e for services provided by physicians to private pa-

tients (to lie defined in regulations), and the second would be for those provided

to inpatients of hospitals where (luring the 2-year period ending December 31,

1967, and for each year thereafter, all inpatients were regularly billed for pro-

* fessional services (and reasonable efforts were made to collect the killed charges

"and a majority of all patients actually pmid the charges in whole or in substantial

part).
With respect to non-private patients, reimbursement for services of teaching

physichans would be included under Part A, on an actual cost or "equivalent cost"

'basis.
One of the objectives of Medicare was to eliminate distinctions in patient care.

We believe that this change will create such distinctions. Moreover, we do not

see the justification in determining the method of payment for services rendered.

in the teaching setting, in going back to 1965 and providing lyment on fee-for-

service basis only where the hospital meets certain conditions for-payment since

1965. If the conditions are themselves valid to establish fee-for-service payments,

then any hospital which is cut'rently meeting such conditions ought to qualify

and the section should be so amended.
We believe that as basic l)rolposition, all patient services performed by teaching

physicians should be compensated under Part B. While we recognize that diffi-

culties have existed In administering the existing provision, we do not believe

that the proposed approach will notably improve administration or that any sflch

Improvement would be/sufficiently great to warrant possible diminution of high

quality teaching, programs and patient care programs in teaching hospitals., We

should not diminish, in any way, our support of medical education progranis.

Again. we strongly urge that continuation of payment be made under Part 13

for services of the teaching physicians.
Coverage for Disability Beneficiaries under Medicare (Sco. 201)

This section expands the Medicare program to include those individuals under

age,65 who have been entitled for at least 24 'months to receive benefits under

thte disability provisions of the Social Security Act and the Railroad Retirement
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Act. Certain spouses and dependents would also be eligible. A similar provlsl6n
was included 'and subsequently deleted, In the legislation which became P.L.
Wi-248, the Social Security Act Amendments of 1907.

At tite time of the hearings before this Committee on the 1967 Amendments,
we then urged, that the expansion of Medicare not be adopted. Tile provision
was deleted and in its place a provislim was enacted calling for the appointmentl'v the Secretary of hEW of an Advisory Council to study the need for coverage
o.f the disabled under Medicare. This Council made its report to Secretary Cohen
on ! )eceniler 31. 18.

While the report recommended that the disabled be included it should be
iriled that the minority Report made the following observation: "The Council
fr11111 no definitive data on the extent to which the medical needs of the disabled

.. wern, currently- unmet ...... he Council fond essentially no data on how the
disabled are currently financinig tie substantial medicalcaretle-daim show they-
do receive. It was noted, however, that private health insurance plays a signifi-
.ant role In the early months of disability for nrost of the disabled, and, for some,
continue s to play an Important role even after disability has lasted several
years." The report also noted that extension of Medilcie to the disabled would'
result in a sli stantlal dulilication'of existing private medical.exlense Insurance.

We are well aware of the special problems of the disabled in the financing of
their medical (.are. We do not question the need of some of the currently disabled
persons for financial assistance to meet health care costs. t owever, Title 18
was enacted to provide assistance to one particular population segment, -the over
63. fit the financing of their health care. Other groups such as children, the
dlsailedJ, the blind, and persons under age 6,5 who otherwise qualified for assist'-
ane., aire Included in Title 19.

We believe that Title 19 is the proper nechanism for assisting those groups
whose needs require special attentl6V. We would urge that you continue to
preserve the lntpgrity of the original" Intent and purpose of Title 18 by hot
expanding ;, to Include groups now accolmodated by Title 19. Special needs of
the disabled In meeting the costs of medical, care should le provided under.
Title 19.
Inaiicht to States under Medicaid:for Installation and Operation of Claims

'Processing and Jll formation Retrieval Systenms (See. 235)
This section provides that Federal matching at a 90% rate would be available

tot he States to set up mechanized claims processing and information retrieval
system.;. Continuing operation of such systems would be supported at a 75%;
level. We unilerstand that some states at the present time rely on carriers for
this information. Under this section. a question Is raised whether a state which
might contract with carriers or other private enterprise to provide this Informa-
tion system would be eligible for increased federal support. We recommend this
setion should be made-clear to provide that States wishing to use private faclli-
tis, .such as insurancem carriers, coul do so.

Elimination of Requiremcpn that Statea Move Toward Conmp'ehensire Medicaid
Programs (,Ree. 240)

This section would remove the mandate, presently in Title 19, which requires
tie States to broaden the services and liberalize eligibility with a view towards
furnishing by July 1. 1977, comprehensive care and services to all individuals
amid persons who meet the eligibility standards. Our policy has continuously
supported a goal of making comprehensive health care available for all persons.
We are aware, however, of the financial problems of the $tate and Federal gov-
ernments with respet to current Medicaid programs, and accordingly it is recog-
nized that a desire on the part of Congress to eliminate the 1977 requirement Is
now realistic.

Physical Therapy Services Under Medicare (See. 251)
underr Part B this amendment would provide coverage to beneficlaries for up

to 1O0 per calendar year for physical therapy services furnished by a licensed
physical therapist In his office or the pal1ent's home under a physician's prescrip-
tion. We also support this modification.
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Use of State Health Agency to Perform Certain Functions Und'er Medicaid and
Under Maternal and Child Health Programs (See. 239)

This section provides that in addition to the responsibility for establishing
health standards for institutions in which recipients of medical assistance may
receive care or services, the State Health Agency or other state medical agency
shall be responsible for review, by appropriate liealth personnel, of the appropri-
ateness and- quality of care and services furnished. The section adds a new
dimension to the role of a State Health Agency in reviewing services provided.
While we support the purposes sought to be achieved in this section, we submit (
that review of physicians' services as to quality and appropriateness should lie
accomplished through peer review, providing for the review of physicians' serv-
ices by other practicing physicians.
Utilization Review Requirements for Hospitals and Skilled Nursing Homes
-Under Medicaid and Under Maternal and Child Health Programs (See. 237)

This section would require hospitals and. skilled nursing homes under Titles 19
and 5 to have in effect a utilization review plan which meets the. requirements
for such review under Medicare. We also support this section.
Cost Sharing Requirements under Medicaid (See. 208)

The proposed section would now require the States participating in the
Medicaid program to Impose on the medically indigent (those not eligible for
cash assistance) under the program a premium or enrollment fee graduated
by income in accordance with standards prescribed by the Sebretary. In the
case of cash assistance recipients; nominal deductible and cost-sharing charges
(prohibited with respect to mandatory services required under the plan), would
be permitted with respect to optinal services. The Association supports the
concept of an individual contributing towards his medical obligations where
he is financially able to do ,so. Accordingly, we recommend that this section be
adopted, but that its implementation be watched closely so that any charges
will not operate to preclude necessary care.

We have a further suggestion to offer which we feel is aligned with this
section. In the Report of the House Ways and Means Committee, it is stated
that the "Committee has been concerned that costs of the Medicaid program
have been escalating much more rapidly than anticipated and believes that an
element of cost consciousness on the part of patients and their physicians should
be introduced into the program primarily as a cost control device." In its report
last year the Committee said: "Even a small 6arge gives the recipient (of serv-
ices) a- sense of participation and can reduce tendency to excessive use of
services." We agree with these statements, and It was to further instill this
sense of responsibility and participation, and to place the recipients in the
mainstream of care, that we. had requested the provision be made permitting
payment to recipients of services under Medicaid. While the Congre)s did provide
an 9ptonAl_theStates for direct billing as to recipients who were not receiving
cash benefits, we believe that the provision should be extended to include all
Title 19 recipients, and we urge the Committee to provide for such an amendment
to the program.
Hospital In8urance Benefits for Uninsured Individuals Not Eligible Under

Transitional Provision (Sec. 202) -
This section provides that persons not eligible for Part A. benefits could

voluntarily enroll for such benefits upon paying a monthly premium of $31
(to be adjusted if costs increase). We do not have suffillcent information "ns
to whether a monthly premium of $31 adequately covers the cost of the'Part A
program, but, In considering that much of the insurance coverage which Is-
available to persons .65' and over is only supplemental to Medicare, we believe
that the extension ofPart A benefits to ineligible Individuals 65 years and over
is salutary. -

Amount of Supplementary Medical Insuranc4Premium (Sec. 203)
- This section would require the Secretiry of HEW to establish annually the
monthly aetuarial rate and premium for enrollees under Part B of Medicare
while tmiting Part B premium rate increases. The premium rate could rise
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only in direct relation to increases in social security cash benefits. Any gap
between Part B income and expense would have to be covered from general
revenues.

We view; as salutary the purpose of this provision, to prevent increasing
premium costs from becoming an unreasonable burden on the elderly, and
accordingly, recommend support of this provision.
Program for Dcermaining Qualifications for Certain Health Care Personnel (Scc.

241)
Under this provision the Secretary would develop a program designed to

determine the proficiency of individuals who do not otherwise meet the formal
education, professional membership, or~other criteria established to determine
the qualifications of various allied, health personnel. Payment for se?'vices
of individuals found to meet such proficiency standards c not 'be denied
under Medicare or Medicaid.

We express concern for the establishment of stan ards for qualifications
potentially at variance .with current local requirements, and for the effect of
such a provision on quality and administration of care. Such services, f6r exam-
l)le, might be furnished in an institution and be recognized for payment under a
government program. but the services for general patients might be at variance
with local health requirements. We believe that this proposed authority should
be studied along with the general questions currently under review relating to
licensure, certification and registration.
Penalties for Fraudulent Acts and False Reporting under Medicare and Medio-

aid (Sec. 2942)
This-provision would authorize penalties for certain acts relating to reim-

bursement under Medicare or Medicaid. The penalties would be (1) $10,000
fine or one-year in prison, or both, for anyone knowjnglyv and Willfully making
false statements relating to a right to benefits or payment under Medicare or
Medicaid, or for any provider of services, supplier, or'lFsitian who solicits,
offers, or received a kickback, bribe, or rebate of paymeQi1tK Jder Medicare or
Medtiaid, and (2) $2,000 fine or 6 months in prison, or both, for anyone who
knowingly and willfully makes any false statement relating to the conditions of
any health institution or facility to enable it to qualify for payments under
Medicare or Medicaid.

Certainly persons committing fraudulent acts should be subject to punitive
measures; however, we feel that the penalties provided are unduly severe. The
penalties provided are not in relationship to the seriousness of the offense,
wherein, for example, false statements affecting eligibility of institutional pro-
viders for certification incur a substantially less penalty than a statement relat-
ing to a right of payment for an individual's benefit. We recommend that this
penalty provision not be adopted.
Amount-f Paaments Where Customary Charges for Services Furnished are Less

than Reasonable Cost (Sec. 238)
Under this section, payments for services by institutional providers under

titles 18, 19, and 5 could not be higher than the charge regularly made by them
for those services. We support this provision.
Institutional Planning under Medicare (Sec. 2384)

This section would require providers of services under Medleare (hospitals,
extefided care facilities and home health agencies) to have In effect a regular
plan Including an operating budget and capital expenditures budget. While
beneficial aspects are apparent in such a requirement, we are concerned whether
all such providers will be able to meet these requirements, and whether as a
consequence some providers might lose their eUgibility for continued pa-rtlcipa-
tion in the program.
Prosthetfo Lenses Furnished by Optometrists under Supplementary Medical

Insur'ande Program (Slec. 264)
This provision wo-iTd itedefine "physician" so as to include optometrists as

physicians for the special purpose of establishing need for prosthetic lenses.
The objective of this provision should not be accomplished under the lan-
gu age proposed. We object to the broadening of the term "physician" to include
non-physicians.
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AMENDMENTS
National Drug Formulary

At this point we would like to reiterate our concern for any )rOlpoSal to
restrict the availability of drugs under government supported health care
programs. This Committee has considered amendments to establish a National
Formulary in the past and the Committee also has before it S. 936, which
provides for such a formulary and for the provision of outpatient drugs under_
Medicare under Part A. This Committee is aware of our position on this subject,
most recently referred to in our testimony on H.R. 17550 in the last Congress
and also detailed. in our letter to the Chairman on August 14, 1970. We are
OpoJsed to such proposals that would interfere with the professional judgment
and responsibility of physicians. The creation of a formulary committee, with
authority to exclude from tie formulary (and therefore fron'l payment) any
drug wlich the Formulary considers unnecessary is, in our opinion, an infringe-
mant upon the professional judgment of practicing physicians. The creation of
a Formulary with prescribing information-about each drug listed is unnecessary.
Adequate prescribing information to assist physicians in selecting time most
appropriate course of therapy is available through a variety .of acceptable
sources. This Association has recently made available to all practicing physicians
time AMA's Drug Evaluations. Additional provisions limiting the ability of the
physician to prescribe the drug of his choice, through limitation on reimburse-
ment or otherwise, are equally objectionable.

In summnary, we will restate the essence of our position: In the best interests
of the patient's welfare, the physician, in prescribing for his patient, should

,not be denied the availability of the full range of drugs, regardless of whether
' 'tlhe patient's care is supported by payments from federal programs.

Amendment No. 823-Professional Standards Revicw Organization "
This Committee has before it Amendment No. 823, entitled "Professional

Standards Review Organization" (PSRO). This Amendment would establish a
broad program for review of all health care services provided under Social
Security programs, including Titles 5, 18, and 19.
When we testified In 1970, we stated that there were many differing views

concerning various proposals for peer review andt that accordingly it would
not be wise to cast peer review into one statutory program. We are convinced
that the caution expressed was valid, and that it should be reiterated at this
time.

PSRO would affect not only Social Security programs, but once adopted,
would affect all health care services in this country. It Is generally recognized
that the PSRO program carries a potential for cast changes in the provision
of health care, and it is therefore important tlpat we be sure that embarking

- on this course is hr-the best interests of patient care. The mechanism of PSMO
has the capability-whether the reason be economic or otherwise--for molding
health care services and structuring health care treatment for the nation. We
nced mention only the provision requiring the establishment of regional nornis
of care prepared by a national council, and to be applied by local PSROs, to
illustrate this point.

It is also recognized that the creation and operation. of PSRO's thirougli-but
the country, with their development, maintenance and review of profiles and
records of all program beneficiaries and providers, will be a massive and-
extremely costly undertaking, and will result in duplication of many existing
peer review resources.

Expansion of peer review activity has been taking place throughout the
country, independent of any special peer review legislation. Many ongoing peer
review and utilization review programs of medrial societies, foundations, car-
riers, and health care institutions are now operating, and we can expect new
innovative programs to be established. Concurrently, HEW is experimenting
with additional programs for peer review (EMCRO).

If enacted, PSRO 'would lock peer review into one single, untested, nation-
wide program, with upredictable consequences. On the other hand, many valu-
able benefits can be gained through appropriate experimentation. 'H.R. 1, In
Section 222, provides authority to the Secretary of HEW to 'conduct such
experiments in community wide peer review programs, and we believe it would
be wise to Implementtis authority before any single overriding plan is adopted.
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We strongly recommend that the PSR0 Amendment not be adopted, and that
under Section 222 the Secretary conduct experiments with various forms of
peer review, Including programs with PSRO features.
Catastrophic Coverage

In the last Cohigress . this Committee recommended a program for catastrophic
coverage for virtually all fvrsons under the age of 65. including it as a part
of II.R. 17550 later passed by the Senate. We recommend in its place the basic
and catastrophic coverage as included in our MIedif4redit program.

During your hearings on national health insurance held in Marcl-Ust year,
we presented our Medicredit program (S. 987. the Health Care Ifisuirnce Act
of 1971). which provides both conprehensfre basic and catastrophic coverage for
tie health needs of our people. Consequently, this Committee knows of the
desire of this Association to provide a broad range of benefits, through insurance
coverage, to protect all persons against the costs of illness. including the long
term cata,%trouhlc cases. We urge that you "not adopt a free standing program
such as S. 1376. We believe that this type of free standing catastrophic coverage
does not adequately recognize the extensive coverage which many individuals
presently have. IndiViduals will have no Incentive to maintain insurance pro-
grams presently providing benefits greater than the deductible tinder the eatas-
trophle program. Even more importantly, for others without basic coverage, the
"catastrophe" would occur before the 'benefits would be available. The program
makes no allowance for the differing needs of individuals.

We believe that catastrophic coverage, to achieve its purpose, must he tied
In with adequate basic coverage in order to afford the best range of protection.
Such a lirogram. as contained in Medileredit, using the mechanism of private
inmrance, would best meet the needs of our people.

MATERNAL AND CHILD HEALTH CARE

The maternal and child health care programs under Title 5 of the Social
Security Act provide for certain formula and project grants. The formula grant
Programs are the major sources of care for mothers and children who do not
have access to private care for preventive services and treatment of sickness.
The maternal and infant *care projects now if operation have substantially
reduced infant mortality rates in areas where they have traditionally been
highest by providing early and comprehensive medical care to high risk women
and follow-up -treatment for mothers and infants. More importantly, these proj-
cts, in reducing the number of neurologically damaged children, have improved

the quality of life for many. In addition, the children and youth programs have
provided preventive health services, diagnosis, treatment, and after-care, as
well as early identification ofdefects-whieh-are correctable. --

The legislative authority for carrying on the project grants is scheduled to
-exnlre on June 30, 1072. The program should be extended for another five years.

NotwIths tandina the progress being made, the unmet health needs of infants,
children and youth require a continuation of existing programs. Failure to do
tis would be a giant step backward. Many communities endeavoring to create
new maternal and child health progrfims or to expand present services are
unable to do so because sufficient funds are not available. The Title 5 legislation
provides the means for financial assistance. We believe it is imprative that the
present programs be extended, and we urge your consideration of the most
expeditious means of accomplishing this.

STATEMENT BY JOHN H. BALLARD ON BEHALF OP THE WELFARE COUNCIL OF
METIoPOLITAz; CHICAGO

Mv name is .Tohn H. Ballard and I submit this statement on behalf of the
Welfare Council of Metropolitan Chicago of which I am Executive Director.
The Council. a voluntary association of 253 health and social agencies, conducts
planning, research and demonstration project activities in the health and welfare
field. Since 1914, the Welfare Council has beea's focus for social welfare acencles.
In their common concerns and has served as a center for community planning and
action to strengthen health and social services and advance human welfare.
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The Board of Directors of the Welfare Council has a long history of concern
for our welfare system. We have adopted policy statements on a significant num-
ber of issues pertaining to public assistance. Recently, we have examined the
present public aid system, found It obsolete, Inefficient and inadequate and
adopted a statement of policy on necessary welfare reform. In that statement
which Is attached, we propose seven principles as guidelines and criteria for a
new program. They are as follows:

1. A guarafiteed floor of income to poor families
2. The inclusion of the working poor
3. A requirement that recipients accept appropriate work or training when:

they are capable of doing so.
4. The inclusion of work incentives
5. Uniform eIgibityStal fda,ds, unifo-Mfferal-administration-of-the-fanii-y--.

and adult programs, and elimination of the assistance categories
6. Expanded programs for work training and placement in private sector and

public service Jobs
- 7. Expanded developmental day care programs for low income families

When Title IV of H.R. 1 is measured in the light of these principles, it does
represent a step forward in building a more adequate welfare system, however,
the Welfare Council opposes Title IV in its present form and suggest major re-
visions or its exclusion from the bill until more adequate provisions can be
agreed upon. The Title is built on some relatively sound principles carried over
from the original administration proposal, but It Includes far too many provisions
which would be a reversal towards a more repressive and Inhumane system and
damaging both to our national fabric and more important, to those families and
children wh o would be its purported beneficiaries. It is for the reasons as outlined
below (and dealt with more at length In our position statement on Federal Wel-
fare Reform attached to this statement) that we find H.R. 1 unacceptable. The
Ribicoff amendments represent an effort to strengthen Title IV, however, we find
that they are not comprehensive enough to alleviate an' acceptable number of
its inadequacies. Further, we do not agree with those who would propose'that
the weaknesses in Title IV can be Justified In the light of a beginning step
towards "reform".

1. The Resource Limitation should be raised to at least $2,000 and exempt an
auto and educational savings In certain cases in addition to those exemptions In
the bill.

2. Unlike the current practice, H.R. 1 proposes that budgets are not computed i
according to current need. It is unrealistic to. assume that past family income
has not been expended and that a family will s~ve all income in excess of the
payment levels in anticipation of going on welfare. It would be an extreme hard-
ship to those who hold temporary jobs and piecemeal employment and to those
who are Ya -pitlythiWnbfit--f the labor force due to economic fluctuations. It'
would eliminate the migrant workerom assistance entirely.".........................

3. H.R. 1 does not include family units of individuals and childless couples wh0
are not aged, blind or disabled. These Individuals should be included thereby
eliminating the general assistance programs administered by the various states'
and. localities. Generally speaking, the general assistance programs are much
more in'need of improvement that the present federal programs. By extending
the federal public assistance program to these individuals, it would include many

aable4)odied employable adults who have exhausted unemployment benefits and
need every aid in returning to the work force.

4. Under H.R. 1, extensive investigations'to determine eligibility are author-
Ized. Such investigations are not only wasteful of administrative resources but
also demeaning. At the present time, 20 states are using a simplified declaration
method under directives from H.E.W. and experience to da te indicates no in-
creases In fraud or Inaccurate grant payments. It would be unortunate to revert
to t system which has been improved upon.

5. The proposed.benefit levels are Inadequate. Most of the country's recipients
would suffer a -eduction In benefits under H.R. 1. In Illinois, for example, the"
combination of the grant and food stamps averages-about $3,200 as opposed to
the proposed $2,400 for-alfdiLf-6f four. In addition, families of eight or more
would be penalized due to a maximum $3,600 grant. In our position statement, we
suggest a benefit system which would-begin with "poverty level" grant and move
towards a more, responsible grant over a ten-year period.
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6. The proposed- penalty for failure t6 register for work and traiinig is unduly
punitive and haruiful because it deducts a ditspraQtionate amount of the grant.

7. We are opposed. to the provisions in H.1. 1 wht iflntto.ncr as-
sistance available under the present program. Not only is $100 inadequate, but------- .
such grants should not, be recovered from tie regular payments and should be
available at any time.

8. Under H.R. 1, all payments will cease after two years, despite continued
need, unless a family goes throligh the entire application process again. We op-
pose such a provision on the grounds that it will not -only place undue hardship
upon the recipient and cau.ie large numbers to lose their benefits but it will also
create a superfluous administrative burden and expense--especially in the light
of resource limitation provisions.

9. The work requirement In H.R. 1 Is far too broad and should not be appli-
-e----------nabhrsor other individuals caring for a child under 16 years of age

and an lndividual-lse-spouehias.re~gistered.
10. H.R. 1 lacks adequate protections pert1-ainTngl.tohe -work requirement in-

cluding adequate definitions of the suitability of work and -t'f-py--asur-
ances of work opportunities, and public service Jobs.

11. The mandatory registration for vocational drug and alcohol rehabilitation
should be removed. It would be extremely difficult to force Individuals to accept
treatment which is based Upon a desire to change one's physical or behavioral
patterns. In addition, the services are not available and such provisions would
detract from adequately serving those who voluntarily seek such services.

12. Protections to the recipient are lacking in the dual administrative system of
H.E.W. and Department of Labor.

13. The bill also lacks adequate protections pertaining to fair hearings In-
cluding payment of recipients expense and free choice of representation.

14. Allowing Imposition of a residency requirement would be a step back-
wards and in conflict with the major Justification for a national program.

15. The child care provisions are inadequate. They lack refernce to even exist-
ing federal standards and provide for a ,evel of financial support which, in fact,
authorizes low quality custodial care with the primary goal'to enable the mother
to enter the work force rather than meeting the needs of the children.

It is upon these concerns that we have based much of our opposition to Title
IV and refer you to a more-detailed statement.

In summary, we support the needs for major structural welfare reform. Such
a conviction is based on years of concern about the impact of the public aid
system on the poor and a very careful study of bills before the Finance Com-
mittee. It is our conviction that neither H.R. I or various amendments which
have been proposed adequately deal with the problem and bring actual practice
closer to our intentions.

We Tecognize that It may be an extended period before the resolution of these
problems is completel In Oongres. In the meantime, it Is urged that Congress
and administration move to. provide emergency aid to the states so that we
do not create additional human suffering and unduly aggravate the fiscal prob-
lems of the states.-

STATEMENT OF THE NATIONAL ASSOCIATION FOR RETARDED CHILDREN

INTRODUCTION

Severely mentally retarded persons constitute about twDthlrds of all adults
severely disabled in childhood, and at least 15 per cent of adults who i-ecelve
public assistance because of-disability. H.R. I contains a number of provisions
which will benefit these most handicapped people. NARC favors federalization
of the adult categories, with inclusion of disabled children, equalization of
entitlements as between the disabled and the blind, and inclusion of disabled
social security beneficiaries under medicare. We are grateful to the committee
for its recognition of rehabilitative Intermediate care. in the recently signed
amendments. -..

Neverthele^, as we watch the parade of prestigious witnesses before this
committee, the governors, and spokesmen for powerful national organizations,
the National Association for Retarded Children, concerned as It is with the well
being of all mentally retarded persons, both children or adults, must raise
serious questions as to whether the board provisions of the Act as proposed
will be fair in all respects t the mentally retarded.



3256

We have great confidence in members of the Senate Finance Committee. We
believe no member of this cominittee_ Intends to discriminate against any
citizen of this country because of his mental retardation; indeed we recognize
that the committee has, on several occasions in the recent past, addressed itself
specifically to problems created by the condition of mental retardation. If

- ------- Scrnination occurs, we are sure it will be by inadvertence, and by failure
to recognize 11-s -11-brpad general provision can be adversely interpreted by
administrative agency.

For this reason, we seek to point out to the imittoa-seyer significant
areas in which we believe such discrimination is likely to occur as a .
enactment of proposals presently before the committee. We hope the committee
Itself will take steps to amend the language accordingly.

1. ReIerral of Disabled Children
Disabled children in low income families will become entitled to disability

assistance under the proposed new Title XX; Sections 2015 and 2033 of the
House bill In effect require referral of all disabled applicants to the same state
agency for disability determination regardless of age. It Is clearly intended that
the determination of disability among assistance applicants be handled by the

--------- e ut as now handles these determinations with respect to disabled
.adults for SSA71l--bu Ifa dozen states this is done within the State

Vocational Rehabilitation Agencyrli--Jcrit_eron in such determinations
heretofore has been ability to work. Such referral m-ybe--appro te for per-
sons over 15, but not for infants and young children.

The problems of identification of child clients are quite different than those
of adults. We recommend that the Secretary be required to use the options
open to him under Section 221'of the Act to refer children under 15 to an appro-
priate agency in each State, to be designated because of its special competence
in evaluating and habilitating mentally and physically handicapped children,
and to contract with such, agency to evaluate children referred, both as to
eligibility (with respect to- disability) and as to need for habilitation.

Experience in the administration of the adult disabled child program under
OASDI Indicates that the vast majority of children who wilt be found disabled
under the new legislation (H.R. 1) will be "developmentally disabled" within
the meaning of the Developmental Disabilities Services and Facilities Con-.
struction Act (P.L. 91-517). All but one state have now designated, a state
agency to administer service programs (including diagnosis and evaluation)
under this Act. Utilization of these state agencies in implementing the disabled
child assistance program is strongly recommended. If, however, it is preferred
to -consolidate disability determination in State Rehabilitation Agencies, we
strongly urge that a new sub unit be created with new staff especially oriented'
to the characteristics of disabled children.
2. S crvice8 for Disabled Children and Adults not Eligible for Vocational

Rehabilitation
We recognize that the thrust of Section 2015 is to build on the experience

-in rehabilitating adult social security beneficiaries In order to get disabled
adults back Into the work force. Nevertheless, we believe It is also n-the public-
interest to reduce personal, social and economic dependency among disabled
people, and especially children, even when they are not eligible for vocational
services. We therefore recommend that Section 2015 be amended as follows.

Amend (1) to read:
Is over the age of 15 but has not attained the age of 65, and"

After, ec.,2015 (c), add:
"(d) \For the purpose of assisting each blind or disabled individual to attain

and maintain his optimal level of personal and social independence and to pre-
vent exploitation or unnecessary Institutionalization of such individual, the
Secretary Is authorized to pay any appropriate State agency the costs Incurred
in the provision bf such services as he may specify to any disabled recipient
who, because of age'or severity of disability, Is ineligible for vocational re-
habilitation services under subsection (a).
3. Insforniation and Referral Services for Federal Beneficiaries

In order to make sure that persons receiving Income maintenance are able
to obtain answers to their related questions while In contact with the social
security district offices, we recommend that these offices be encouraged to-
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strengthen their information and referral and follow-up as well as their protec-
tive functions. (See Iaber, Schniulowitz and Coriler, Information and Referral
Services in SSA District Offices: A Pilot Study SSA Office of Research and
Statistics, 1971)

4 Medicare for the Disabled
We recommend that the proposed two-year waiting period be waived specifi-

cally for disabled social security beneficiaries who are entitled as adult disabled
children. It is estimated that this might increase the overall costs at most by three
ler cent. As we understand it, the rationale for the waiting period is twofold:
(1) to avoid initially burdening the system with the early and relatively heavier
costs-ttributable-to-the4ilness-or-aeeideut-that-ereated-the- disability, and .(2) to
ensure that the beneficiary makes full use of the prior coverage to which lie was
entitled as a member of the labor force. Neither of these arguments apply to
adults disabled in childhood, almost all of whom will have been disabled for
more than ten years at the time they become entitled to social security benefits.
Moreover, their private coverage (which will usually have been derived from their
coverage under a family plan) will cease in most cases with the death or retire-
meat of the parent on whom- they have been dependent, i.e., at the time of their
entitlement. Therefore a very awkward gap in their health coverage will be
created unless the two-year gap is closed. 1

We recommend that the proposed amendments to Section 1811 of th Act (Sec-
tion 201 of H.R. 1) be modified accordingly.
5. Disqualification of otherwise eligible individuals in public institutions froln

eligibility for public assstance and medical assistance
The Committee made a very important contribution to the well being of the

mentally retarded through its amendments of last December affecting inter-
mediate care in general and In public institutions for the retarded in particular.
-J ,e-phrase "public Institution" tends to conjure up a picture of a large congre-
gate care facility, such as Willobrook, or Forest Havenor Rosewood, or Penn-
hurst, to name a few which happen to be in the news. Most of the resid-fe-nts-in
these facilities are multiply handicapped and certainly in need of care in a
"medical institution", for which federal cost sharing will be available under
Title XIX, subject to the standards wisely specified by the committee. The larger
Institutions will surely move under the Committee's incentives to qualify them-
selves and their residents for federal aid.

In our opinion, the continued exclusion, from public assistance, of otherwise
eligible persons in "a public institution other than medical institutions" is not
only anachronistic, but can actually be detrimental. The proper development of
systems of well distributed community residence such as are needed to move the
more able residents out of the present larger institutions should lie encouraged.
These individuals frequently need a supervised living situation which does not
in itself provide "active treatment" but is specialized In Its functons.

If appropriate facilities of this type are to be developed, both public and private
resources should be applied. A person who is appropriately placed at a facility

.. which could be called a boarding home should not be disbarred from receiving
public assistance or from receiving reimbursement for the cost of his medical
care merely-because the boarding home is publicly owned or operated. Public
and private facilities shoulolmeet the same standards, and when the same stand-
ards of operation and utilization are applied, such discrimination should be
eliminated. Specifically we recommend that proposed Section 2011(e) (1) (A)
lie amended so that the last line reads "such month as he Is an Inmate of a public
medical or penal institution." m a

At.the same time the language of Section 1905 of the Act should be amended
by deleting entirely the phrase that excludes inmates of public Institutions from
re eivlng covered medical services. Obviously care given in an institution which

-is not itself a medical Institution is not itself covered inpatient care; however, a
person who Is appropriately placed in a publicly owned boarding home, sheltered
home, personal care home, group home of half way house should have as much
coverage for his intercurrent illnesses as lie would have if he were in a similar
facility under private sponsorship. To provide otherwise creates a disincentive to
public agencies (state, municipal, county and other) to provide much needed
facilities, especially in those geographical areas with acute shortages.
6. Protection against catastrophic costs of illness or disability

We applaud the chairman for his championship of' the principle of providing
catastrophic coverage as the most urgently needed aspect of national health insur-
ance. However, to be true to its name, catastrophic coverage must protect against
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all excessive costs related to illness or disability. not merely selected types of
expense. Language which covers only "Illnes-s" or "Medical and surgical care"
may prove a cruel hoax, if families of mentally retarded or other chronically
disabled children are left to bear other necessary heavy costs which may be the
consequence of the mental or physical disorder. To protect the family against
catastrophic costs,. "catastrophic" coverage must absorb the cost of any kind of
necessary remedial or other extraordinary care, occasioned by mental or physical
disability where the cost would otherwise become the personal liability of the
individual or his family. It is better to increase the threshold or deductible than
to tax the family for catastrophic coverage and then-leave then with residual
catastrophic-costs. '

We recognize that impartial determination of what is "necessary" is crucial to
the success of this system. I,

We also believe that all groMps in the population must be covered for cata-
strophic costs either by insurance or under medicaid, and that coverage only for
those in the labor force may discriminate against people who are intermittently
employed, or disabled with modest unearned incomes.
7. Continued support of Maternity and Infant Care Projects

We foresee that these important projects must become a part of the new sys-
tem of health care delivery and as such will eventually lose their present federal
project grant status. A sudden cessation of project support with the expiration
of this authority under Title V of the Act next June would be disastrous, however.
The provisions of S. 2434 would cover continued support through the states. We
urge the Committee to act immediately -(t.e-rn-H.R-. -) to include either a three-
year extension of present authority or an ample funding provision using state
channels as proposed by Senator Magnuson.

STATEMENT OF ALICE BOYNTON, FORMER PRESIDENT, UNITED Low INcOME, INxc.

My name is Alice Boyton. I am presently a consultant for United Low Income,
Inc., Maine's statewide organization of poor people, and an instructor at the
University of Maine, South Campus, under a special Title I HEA grant. I am a
welfare mother and fromer President of ULI. I have just received a Ford Fellow-
ship Grant and along with my new status as a working mother will presently
be off the welfare program, Aid to Families with Dependent Children. I have
worked for OEO in their Community Action Program, I have finished a. year of
service in VISTA, working with Legal Services. It has been my job to e.tablish
good working relationships with officials in the Department of Health and Wel-
fare and to work with other State committee's and task forces for the purpose
of communicating the needs of poor people to them and the limitations of their
resources to poor people. I have worked with local officials and community groups
to enhance the existing local welfare system. I have been involved in training
programs for the poor and programs for agencies. I spent two w(6eks last sunimer
in Washington, D.C. learning about HR 1 and I have spent time in other states
with low-income organizations and other groups dedicated to making changes
that will better the lot of the poor.

I am familiar with the Commodity Food program and not just because I lived
on them for months. I am familiar with the Food Stamp program, we have a pilot
project. I a familiar with Head Start. One of my daughters attended while I was
busy organizing the parents I am familiar with Family Planning, Day Care
facilities and lack of them. I am familiar with Housing problems and not just
because I was forced by nature of my welfare status into sub-standard housing
but also because of my participation in drafting and supporting legislation which
passed the last Maine legislative session with intent to improve landlord rela-
tionships. I am also aware of towns that have rejected "Dirty" Federal money
which could haxe been used to subsidize low-eost housing for the needy.

Throughout all the hours of work, suffering and sacrificing, the only thing
that has truly impressed me is the ignoirance that I have encountered. IGNO-
RANCE!! The lack of truth and the overwhelming power of bodies such as your
committee, the lack of understanding at every level within every agency is almost
impossible to comprehend.
I" will not be specific about HR 1. The bill is despicable. It appears untouched

by human hands. I can not conceive of a nation as potentially great as ours with
our tradition of protecting our honor stooping so low with their own people at



3259

their mercy. I have reviewed Senator Muskie's remarks on IR 1. I have reviewed
Governor Kenneth 3. Curtis' remarks and no where (1o I read acceptance of IIR 1.
I read that somethingimu.t be done but IIR 1 i k not the way to do it. I quote
Mr. Paul A. LeVecque, Manager, Income Maintenance Unit, Deiirtment of Health
wid Welfare here In Maine: "The administration has claimed that this bill will
federalize, standardize and simplfy the variety of welfare programs in existence.
While some of the objectives of the program such as providing a minimum floor
of income and more job oplportunities are admirable, it seems to me that the

.... details of the bill only create another maze of frustration and red tape plu an
addel level of stru tt-u-ouglrlnar-nlready npicated-an-frustrting
system that is supposedly to hell) neet people's economic needm" It I personally
must supjiort any position I wholeheartedly support the Black Caucus. By virtue
of their race and their willingness to make change within the system they have
everything, to gain-and nothing to lose. Theirs is the most honorable and decent
proposal to change that I can accept.Iy recommendation is to burn HR 1 and try to forget that it was almost too
late. Abstain from making undocumented charges about cheating, lazy, poor
people. Stop courting a national social disaster. What the taxpayers deserve Is
the truth. What this country needs is a good dose of it. The truth that is. You
throw crumbs to the poor via OEO and other various and -undry organizations.
Because of it they are divided and eventually conquered. Millions of dollars are
going to the moon and to Vietnam and I know . . . you've heard it all before.
Have you ever litsened9 ,steni1 to the anguished cries whether they beprovoked
by bombs or by a system that destroys men just as effectively as racism has ac-
counted for millions of broken spirits.

I am In awe of men who assume God's power . . . but sadly. I am not impressed.

STATEMENT OF THE AsMuIOAN SOCIETY OF MEDICAL TECHNOLOGISTS

The American Society of Medical Technologists is composed of approximately
21 thousand members engaged in the supervision and the.performance of clinical
laboratory ,tests. Included in the membership are supervisors with graduate de-
grees, technologists with baccalaureate degrees, and technicians wth-education- -77..........
ranging from two years of college to on-the-jbb training. Our organization believes
it has major responsibilities for increasing technical knowledge, providing means
for members to evaluate and improve their performance, and education of stu-
dents entering the various levels of clinical laboratory practice. The ultimate
goal of our Society is the provision of the best possible care to the patient at,
economically sound levels. I wish to thank you for allowing me to present our
views on pertinent issues involved in the concept of national laboratory standards
to improve clinical laboratory services. My comments are limited to the provisions
of HR 1 that would amend Medicare and Medicaid.

Dr. M. M. Brooke, of the Laboratory Division, National Center for Disease
Control, In a paper published in "Public Health Reports", (attached), states:
"With assurance of payment of laboratory bills through health programs, the
development of automated laboratory procedures, the establishment of mass
screening programs, and the growth of comprehensive health insurance plans,
the number of laboratory tests in this country may increase from an estimated
1,800 million now, to more than 3 billion by 1975." Obviously, payment for such
vast numbers of laboratory procedures will constitute a significant amount of
the cost of any health program.

Dr. Brooke, in the above cited report, also states: (... tests from . . .) "All
types of medical laboratories--independent, hospital, and public health-are now
generally recognized as subject to error, and we can therefore proceed with

-the task of improving laboratory services."
Already, the increased number of tests being performed under Medicare and

Medicaid has required the use of automated screening-techniques. The results
of screening tests are examined; those producing abnormal results are then
repeated and further tests ordered to evaluate the patient's condition. In actu-
ality, when automated equipment is used, test values are spewed out very
rapidly, but proper supervision is essential to insure that these values are correct.
The instruments utilized should be constantly supervised by persons who have
the educational background to fully understand the theoretical concepts upon , (

which these Instruments are based, their standardization or the limits of their
capabilities.

72-573-72-pt. 6-34
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If these "machines" are operated by individuals who do not adequately under-
stand the operation, the test values may be erroneous and-iay ie abna-rinal-
meaning the patient will be studied further. Equally possible is for the results
to appear normal, when in fact. they should have been abnormal. In this case,
the patient is )ot followed up as soon as might have occurred with accurate test
values. Ile thus can suffer irreparable harm, and the unnecessary additional
costs of more lab tests, and extended hospital stay.

-4 ograms-4 n-prifeltncy-testing-- hnprove-tlhe-qal iy-f 6f laboratory tests
have been developed by the American Society of Clinical Pathologists, the
College of American I'athologits (CAP), the American Association of Bloana-
lysts, Proficiency Testing Service, Inc., and several commercial companies. In
addition, CAP has developed a program which includes not only proficiency
testing, but inspection of the laboratory equipment, staffing. and performance.
While the quality of these programs is continually Improving, participation is
voluntary, thus limiting the potential benefits to laboratories which recognize
the 'need for evaluation-and improvement. With voluntary participation, there
is no mandate for improvement if defects or performance is encountered. Even
more discouraging Is the fact that those who do not voluntarily participate are
often those wvir need It most.

The Joint Commission on Accreditation of Hospitals (JCAH) conducts surveys
of hospital laboratories in conjunction with their Wnrn1 ineto
program. Usuahi-Tie surveyor Ias limited knowledge in laboratory operation.
He collects data which includes the number and type of personnel, procedures
performed. methods of record keeping, and visible records of a quality control
program. The only specific requirement for laboratory personnel under JCAH
Is that procedures be carried out by "competent"- personnel with at least one
qualified medical technologist on duty or available at all times. Laboratories
receiving approval from the Joint Commission are automatically exempt from
the need to comply with standards established In the Medicare regulations.

A laboratory not located in an accredited hospital must meet federal standards
In order to receive payment for tests under Medicare. These standards are largely
concerned with qualifications for clinical laboratory personnel. Hospital labora-
tories, therefore, may receive payment for Medicare covered procedures, while
complying~with JCAH regulations, a different and far less stringent set of
standards.

The Clinical Laboratory Improvement Act of 1967 provides federal licensure
of clinical laboratories engaged in inter-state commerce. This act emphasizes
proficiency testing and internal quality control in an effort to Insure the accuracy
of test results. -Again, most hospital laboratories are not covered by these regula-
tions, since they do not engage in inter-state commerce.

More than half of the states In the country have some form of licensure regula-
tions affecting clinical laboratory personnel or procedures. There Is no currently
accepted standard observed In state licensing regulations, and as a result, great
variation exists from state to state. Some regulate the training or evaluate the
performance of laboratory, personnel; others attempt to test and evaluate the
quality of work performed, while still others are largely Ineffectual and merely
maintain the status quo.

In some states, laboratories which qualify for JCAH, Medicare, and/or CLIA
are exempt from the state law-thus, only a small portion of laboratories are
covered by these laws.

In.all states, laboratories operated by federal or local government are exempt
as are the laboratories maintained In a physician's office for his own patients.

Federal 1*gulations have sometimes tended to compound confusion by attempt-
ing to achieve similar goals by widely differing methods. For example: Medicare
regulations attempt to insure quality by evaluating personnel, while Clinical
Laboratory Improvement Act regulations control quality by evaluating the
product, and the technical performance. As pointed out in the Auerbach report,
there is an urgent need for the various government agencies tb bring' their
criteria into one set of standards.

"Proficiency testing", as required under Medicare and the Clinical -Laboratory
Improvement Act, Is either conducted under a state Health Department or, in
the lIpj , through the Center for Disease Control (CDC) of HEW. In this
context, proficiency testing Is the evaluation of test accuracy by providing a

-substance which the laboratory analyzes. Results are then measured against
the known value-a standard quality control process.
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iie several bills before tils, Congress. demonstration of iroficiencv is cited as
a I mans of qualifying lversonnel--eslKcially those who have not "het specific
educational and/or certification criteria. In some circles, this is meant to lie at
lPaper and pencil examinatrini. How successful such an examination will be,
reins to be seen. It should be mnted that paper and pencil tests have definite
limitations in the ability to nIeasuire attitudes and psychomiotor skills, as well as
limitations in the ability tip adjust to technological change. In soie states.
proliciency means a challenge exam a student takes to receive academic credit
for knowledge he has gained by other means. The American Society of Medical
Technologists urges that those persons considering laboratory standards of per-
foriance and personnel be very careful to designate the exact meaning assigned
to the term "proficiency testing". Further. we believe that all appropriate pro-
fessional societies should be utilized to help develop and evaluate any profi-
ciency testing examination prior to its adoption.

The government, organized medicine and the public have created a sudden
surge of interest and action devoted to Improvemient of laboratory services.
Resulting is a complicated array of confushig and often conflicting standards.
rules, and regulations. The Second Annual Report of the Health Insurance Bene-
fits Advisory Council of HEMV states -- "The Council is also concerned that the
emphasis on the development of uiechanisms fcr eost cntr4LmaydellextLnterest_
anl effort from an even more important goal-the need to relate the cost of a
given health service to the substance and quality of the service rendered. The
determination o the ,elationsl up of cost to quality requires the development
of mi'ore precise ineat ints of quality. The Council. therefore, urges that the
highest priority be given to the development of such measurements."

Many concerned allied health profe lons are seeking to protect the patient
through better definition of performance standards for practitioners while also
evaluditing ways to delegate tasks to lesser trained Individuals. This plan could
reduce health costs while maintaining quality care. Personnel standards are
best enforced by effective licensure regulations. Licensure efforts have been
hampered this year by the national moratorium on licensure declared by the
American Medical Association and the American Hospital Association. It Is
Indicated" that a comprehensive study of the problem will be made. A mechanism
for'this study is under consideration. but we have not seen an acceptable means
for evaluating the results of the study, nor have we seen the development of
the plan for implementing recommendations. We believe the following state-
mnents summarize the present situation:

1. There is a continuing need to assure the public the highest quality labora-
tory performance possible.

2. Due consideration must be given to cutting the costs of laboratory service'
without sacrificing quality.

3. There are too many fragmented and conflicting regulations now in effect
to guarantee any level of consistent performance from one laboratory to another.

4. There is a need for national standards in order to insure consistent high
quality.in laboratory performance.

5. National uniform standards would provide adeqate control If the following
factors were included:
S.. -(a) minimum standards for education of personnel

(b) institution of valid quality control requirements
(e) standards for equipment and technical methodology
(d) ,development of effective evaluation of laboratory performance

The provision of national personnel regulations could serve to set minimum
standards for education, and could serve to enforce performance standards. As
pointed out in the recent HEW Conference on Personnel Licensure and Cer-
tification (May 12 & 13, 1971), the responsibility for developing these standards
should rest with the respective professional associations.

The public's interest lies solely in the receipt of accurate laboratory services.
To this end, we believe uniform standards controlling both personnel and pro-
cedures are urgently reqtUired. Such standards, based on a program of careful..
study and evaluation, could ultimately guarantee the public reliable, low-cost
laboratory service.

ADDENDUM

New Section 1123 (as added by Section 211A) under Section 241, title "XI
of HR-I", contains the mechanisms for use of proficiency and equivalency
examinations in qualifying personnel for many of the allied health professions.
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Attached to tiis testimony i- a statemeuit of posi ilh of the .Aiiieric:1vi S.),.ety
of;,Medical Technologists ill regard to the u-e of equivalency and lroficie':cy
exa linations which are currently being (evelop~ed to determine lirsoliliel quali-
cations in the clinical laboratory. We would like for this document to lie entered
ill the record as a part of our testimony.
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1. Quwity Clinical Labor'itory Serriccs for the American People: M. 'M. Brooke,
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NATIONAL MINIMUM STANDARDS FOR CLINICAL LABORATORIES

Clinical laboratories provide essential service to the medical practitioner. and
through him, to the patient by furnishing vital information for the diaignosi1s,
pxeentlon, _ror eatment of any, disease, or the assessment of the health of umin.
The Secretary shall require that all clinical laboratories be conducted, main-
tained, and operated without injury to the public health.

The establishment of minimum standards for clinical laboratories is vital In
the public interest in order to reduce the hazard of inadequate performance.
Adherence to minimum standards does not preclude the establishmefit of lg-ig, r
standards in a laboratory or participation in any voluntary or governmental ac-
crediting program with standards equal to, or greater than, those herein
presented.

RESPONSIBLE AGENCY

These standards shall be administered through the Ce4iter for Disease Con-
trol and under the direction of the Secretary of the Department of Health,
Education and Welfare. Annually, a Laboratory Standards Advisory Coimittee
(hereafter referred to as the LSAC) composed of appropriate representatives
of the Department shall meet with a designated representative from each of the
professional organizations involved in clinical laboratory service and repre-
sentatives of the public to review, advise, and make recommendations relative
to the administration and enforcement of these standards. A method of appeal
for laboratories receiving adverse decisions shall be developed and adininis-
tered by the committee.

APPLICABILITY

These standards shall apply to all clinical laboratories except:
(a) those operated by an individual licensed physician for laboratory

-work performed on his own patients;
- (b) a laboratory operated for teaching or research purposes only, pro-

vided that the results of any examination performed in such laboratories
are not used In the health maintenance, diagnosis, or treatment of disease.

DEFINITIONS

Clinical laboratory as used In these standards means any place, establishment
or institution organized or operated for the practical application of one or more
of the fundamental sciences by the use of specialized apparatus, equipment and
methods for the purpose of obtaining information which may be used in the
diagnosis, prevention or treatment of any disease or impairment or assessment
of the health of man.

Specimen means any material derived from the human body for examination
or other procedure for the purpose of providing information for the diagnosis,
prevention, or treatment of any disease, impairment or assessment of the health
of man.

Structured training means a program planned to provide a predetermined
amount of experience and In-service education in all areas of the clinical labors.
tWry.
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.Accptable laboratory means a laboratory that maintains standards equal to or
greater than those set forth in this document.

)irect super'lsion as used in these standards shall mean tile supervisor is on
the premises and avallable-immedlately for consultation.

Adqunacy shall lIe determined by authorized inspectors through tile review of
a Ellality control program, questionnaire, on-site inspection, including consulta-
tion with inemelrs'of the laboratory staff.

INSPECTION

ImAhoratortes shall have two yeirs in which to apply for approval under these
standards. Within one year following application, an initial on-site inspection
shall 14e made by an authorized representative of the administering agency.
Theeafter.. an Inspection will be made at least hi-annually, with a comprehen-
sive questionnaire being answered and submitted to the administering agency
in the Intervening years. If a laboratory ii placed on probation or services are
suspnded lit one or more areas, a request for re-inspection must be made within
a six-nionth period to determine if deficiencies have been corrected.

COMPLIANCE

Fallpre to apply for approval or failure to comply with these standards shall
result il appropriate action to be taken by the Secretary.

EXAMIATION -AND REPORTS
Standard: fTeneral

The laboratory examines specimens only at the request of a licensed physician,
dentist. or other person authorized by law to receive such results.'The factors ex-
plaining the standard are as follows:

1. Orders or requisitions for service must clearly identify the patient, the doc-
tor. tht tests requested, special handling required, e.g., "emergency", the date
andi wlfwre appropriate. should specify the time when the specimen was collected.
Minimuif patient identification data shall include at least the name of the pa-
tient. hospital number, room number 6r address, age, sex, and attending physician.
Requests for examination of surgical specimens should contain a concise state-
ment of the reason for the examination.

2. A clinical laboratory ay accept requests for tests and make reports only
to persons authorized by law or to their representatives.
.3. If the laboratory receives reference specimens from another laboratory, it

-reports back to'tle laboratory submitting the specimens. The referring labora-
tory must maintain a record of the name of the laboratory performing the test-__
and the laboratory performing the test must be identified on the patient's report
by name and address or by code number.

4. Reports shall contain the identification of the person responsible for per-
forming the procedure. Records of observation are made, concurrently with the
performance, of each step in tile examination of specniens. Records reflect the
actual results of all control procedures. A copy of each laboratory report shall
Ie retaitied for a period of at least six months.

5. Authenticated and dated laboratory reports are filed with the patient's
Medical record..

0. Tissue pathology reports must utilize acceptable terminology of a recog-
nlzed system of disease nomenclature, and shall be cross indexed, using a system
that Is adequate for the hospital.

7. 'The pathologist shall prepare a descriptive diagnostic report of gross .peci-
mens received, which shall be a part of the patient's medical record.

8. The method of reporting should enable the physieil-n to interpret easily the
results of the test with reference to the range of-usual values in health-utilized
by the laboratory, and With reference to the results of sequential and .related
tests. Reports of quantitative analyses shall include the units of concentration
or activity.

9. A list or manual of analytical methods employed by the laboratory and a
basis for the listed "normal" range Is maintained In the laboratory. The list shall
-le available to the physicians. I '

10. If the laboratory refers specimens to another laboratory, the laboratory
reelvlng the spectmentA must meet the applicable conditions under these stand-
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yards. When tests are performed in a reference laboratory, the name of the
laboratory submitting the test must be maintained as part of the record.
Standa-rd: Collection of 8pccincis

No person other than a licensed physician or one otherwise authorized by law
may manipulate a patient for collection of specimens except that qualified
technical personnel of the laboratory may collect blood or remove stomjich
contwits and collect material for remears and culture under the direction or upon
the written or verbal request of a licensed physician, dentist or other person
authorized by law to use the findings.of laboratory examinations.
Standard: Spcecien records

The laboratory should maintain for at least one month a record of the daily
accession of specimens each of Which is numbered 'or otherwise appropriately

-identified. The factor explaining the.standard is as follows:
Records must contain the following hnforniaiion: -
1. The laboratory number or other identilleation of the specimen.
2. The name or other Identification of the person from whom the specimen was

taken.
3. Name of the physician or other person or laboratory that submitted the

sl)ecinen.
4. The date and' time (if appropriate) thi speclimen wds collected.
5. The'date and time (if appropriate) the specinien was received in the

laboratory.
6. The condition of any unsatisfactory specimen.
7. The type of test performed;
8. The date lest was performed.
9. The result-of the laboratory test or cross-reference to results and the (late'

of reporting.
10. Cytology slides and Histology slides-and blocks must ie adequately identi-

filed, indexed, aid stored.

- LABORATORY SAFETY, PHYSICAL FACILTIES

Standard: Safety--7general
There shall be adequate space, facilities, equipment and supplies withifi this

area to perform the services offered with optimal accuracy, precision, efficiency,
and safety. The factors explaining these standards are as follows:

1. There-shall be a detailed laboratory safety program in operation which
includes written and practical instruction for all .employees in all basic areas
of safety. Technical personnel shall receive special instruction in the proper use
of safety equipment appropriate to their specific area of assignment.

2. Waste-fron ll) laboratory--areas--stalt-te-disosed-ofw rthe tiosest nd-
herence to current pollution control policies.

3. In areas where radioactive materials are used, all federal and state regu-
lations concerning safety must be closely followed,

4. There shall be specially marked containers for disposal of broken glassware.
5. All drugs and narctoties shall be kept in lowked cabinets.
6. Syringes, needles, lancets or other blood letting devices capable of trans-

mftting infection from one person to another must not be re-used unless they
are sterilized prior to each use after first having been wrapped or covered in
a manner which will insure that 'they remain sterile until the next use.

7. All specimens suspected or known to be-contaminated, icteric, or infectious
shall be clearly Identified tind handled with due caution.

P. All contaminated gihsvsware shall be placed in an appropriate disinfectant
prior to washing.

9. Surgical and autopsy material shall be handled and disposed of so as to
l)revent infection.
Standard: Safety-fire

1. Emergency fire Instruvtions, which include the number of the fire dqpart-
ment. instructions for evacuation of patients and personnel,' location of .fire
fighting equipment,-and the date of the last fire drill'shall be prominently 'posted.

2. A currentbreport of inspection iy the Fire Marshall shall be on file.
3. Fire extinguishers of the proper type. showing a recent date of inspection,

* fi-e. blankets, and other nece.sary fire fighting equipment shall be readily avail-
able In all areas of the laboratory.

• €o
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4. Automatic sprinkler systems should be i-staile(j.in all appropriate ar'as of
the laborato y,. b r i d-) la

5.Smoking shall be prohibited inI any areas with flammable material and
preferably confined to rest areas.
6. Flammable material shall be stored inI unbreakable safety containers In.

well ventilated storage areas equipped with explosion proof switches and fixtures.
7. If refrigeration is required, Inflammable material shall be stored only in "-----J

expulsion proof refrigerators.

Standard: Safety-chcmical
1. All chemical containers must be clearly and permanently labeled..
2. Overhead showers, step-on eye washers, safety goggles and other necessary

equipment must be readily available.
-3. M ehancal pipetting equipment.shall be used for pipetting all dangerous

materials.
4. Containers of acid and other higlily caustic materials shall be stored at

floor level as much as possible to minimize damage in the event of earthquake,
storm, or other catastrophic event.

5.- There shall be an adequate air control system including the use of fume
hoods, ventilators, etc., to protect workers and work material from toxic and
noxious fumes.

Standard: Safety-Bacteriological
1. All culture materials shall be sterilized before waslhing or discarding. -

Appropriate Indicfttors shall be included in each batch of sterilized material.
2. All refuse, including spe.ndns and other waste, shifl be free from con-

tamiifation by pathogenic organisms.
3. Bacteriological safety hoods shall be available which provide an adequate

flow of air and a filter system which will remove all bacteria fromi the exlhfust
flow.
r4. All laboratory areas affording any possibility of contamination shall be

washed: dally with an appropritite dtsnfectant. Immediate attention 'hlall'be
given 't0 spillage of-coutaminants.

5. Any employee with an infectious disease shall be excluded front patient
contact. 0 1

0d. Disposable syringes, needles and lancets should be used wherever possIble
C.,,*and after use be. rendered useless and placed inI a special, clearly identified

- . container before destroying. -.

Standard: Safcty-Electrical
There Must be a _nftic fent-numher-"fU--t-h-ti.-l oe-lW6fprroper voltage,

dequately stabilized and all electrical equipment must be safely groun(led.

.... PHYSICAL FACILITIES
Standard: Blood bank .'

1. The hospital maintains, as a minimum, proper blooxl storage facilities under
.adequate control and sulervision of the qualified pli.sician.

2. For emergency situations the hospital maintains at least a minimum blood
supply in the hospital at all times, can obtain Ilo(d quickly from community
blood banks or institutions, or has an up-to-date list of donors and equipment
necessary to bleed them.

Standard: Clinical laboratory
, 1. Out-patient areas shall be so arranged as'to provide nn adequafe. clean

area- with sufficient space to draw blood or.collect other specimens. In addition,
there slftll be an enclosed area with bed facilities for faint or ill outpatients
and-for patients undergoing extensive diagnostic testing.

2. Adequate, well lighted, bench top space shall be available in each work
area for the performance? of tests and for location of instruments. Surface areas

-shall be covered with material apl)roprlate for the type of testing performed.
3. There shall be adequate space throughout the laboratory for tihe particular

vollfte and type of services offered. The overall d..5Ign. arrangement of euilp-
ment,'nd assignment of personnel shall be so carried out as to minimize
transport tion and communication problenis.

4. There shall be adequate rest roonis and.lodker.space for all personnel."
5. There shall be adequate library and conference room facilities located In

or near the laboratory.
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6 0. Adequate storage space shall be provided for:
S (a) reagents, glassware and other supplies needed for regular opera-

tions In each area.
- (b) easy retrieval of current and inactive records, microscope slides,

lmraflin blocks and wet tissue specimens.
7. There shall be an' adequate forced air ventilation system providing fresh

air and removing toxic fumes. .
8. Adequate refrigeration" space shalY be provided for nuterials requiring'

refrigeration.
DIRECTION AND PERSONNEL

Standard: Laboratofy dircetor-Rcspoisibilitie8
The laboratory has a qualified director who is responsible for the/organiza-

tional and adintntstrative operation of the laboratory.
1. The director serves the laboratory full-time, or on a part-time regular basis.

If lie serves on a regular part-time basis, he does not serve more than three
laboratories or he may serve up to five laboratories Provilding le has a qualified
associate to serve as an assistant director in- not more than three of these •
laboratories.

2. (omnuensurate with the laboratory 'workload, the director or assistant
director spends time in the clinical laboratory which is sufficient to fulfill his
duties as a director or assistant director and is readily available for consultation
at all other times.

3. The director is reslonsilble for the employment of qualified laboratory
personnel and the provision for a program of in-service education.

4. Appropriate delegation' of responsibilities of the ,director shall be made
in his absence.
Standard: Laboratory director-Qualiflcations . -

Thb laboratory director must meet one of the following qualifications:
. 1. He Is a physician certified by the American Board of Pathology or American

Board of Osteopathic Pathology. This requirement is mandatory In. the area
of anatomic pathology..

2. He is a. physician certified by an acceptable specialty board and he must
have had at least two years of experience in his area of specialty in a labora-
tory acceptable under these standards. He will -only be considered qualified to
direct a laboratory performing those tests for which he Is qualified by reason
of certification or experience.

3. Hle is a person holding an earned doctoral degree from an accredited
Institution with a chemical, physical, or biological science or-clinical pathology
as his major subject, and is -certified by an acceptable specialty board and
he must have had at .least two years of experience in his area of specialty
In a laboratory acceptable under these standards. He will only be considered
qualified to direct a laboratory performing those tests for which lie is qualified
by reason of certification or experience.

4. He is a person holding a masters degree from an accredited institution
with a chemical, physical, or biological science or clinical pathology as his
major subject-and is certified by an acceptable specialty board, and he must
have had at least four years of experience In his area of specialty In a laboratory
acceptable under4.hese standards. He willonly be considered qualified to direct
a laboratory performing those tests for which he Is qualified by reason of certil-
catlof or experience.
Sta~tdard: Bldod bank director-Qfalifatione8

A blood transfusion service must be maintained and directed by a pathologist
-or a physician qualified in immidnohematology and blood banking.

He may also be the laboratory director providing he meets the stated
-qualifications.

Standard: Supervision ,
The Qilnical-laboratory is supervised by qualified personnel.,

. fwanard: Supertisor-DUtt8
* Sl1. The laboratory has one or more supervisors .who, under the general direction

of the laboratory director, supervise technical personnel and reporting of find.-
Ings, perform tests requiring special scientific skills, and with the director Is
Jointly responsible for the proper performance of all procedures.
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2. There are two categories of supervisors. The general supervisor may have
responsibilities in both technical And administrative functions. in all areas of
the laboratory, a general supervisor may also be a technical supervisor. A
technical supervisor supervises the technical performance of the staff in his
specialty and is readily available for personal or telephone consultation.
Standard: General Supervisor-Qualifcations

He holds at least a baccalaureate degree In one of the chemical, physical, or
biological sciences or medical technology and has met nifniuim-re-quirements for
certification in medical tehnology- and has had two full years of experience
"in a laboratory acceptable under these standards.
Standard: Technical Supervisor-QualificationsHe holds at least a baccalaureate degree in one of the chemical, Pihysical, or
biological sciences or medical technology and has bad a-minmium of'one year
of structured training and one year of experience in his area of specialty in a
laboratory acceptable under these standards.
Standard: Technical Personnel

The clinical laboratory has a sufficient number of properly qualified telmical'
personnel to accurately perform the tests required of the laboratory and to
participate in educational programs to establish or maintain competence of all
personnel.
Standard: Teohnologist-Dules

The laboratory employs a sufficient number of clinical laboratory teclnologists
to accurately perform under general supervision the clinical laboratory tests
which require the exercise of independent judgment. 4

1. The clinical laboratory technologists perform tests which require the exer-
cise of independent, judgment and responsibility, with minimal supervision by
the director or 'supervisors, In only those specialties or subspecialtie in which
they are qualifiedby-education, training; and experience.

2. Clinical: laboratory technologists are in sufficient number -to adequately
vupervise the work of technicians, assistants and tratine;es.

tandard: Technologist-Qualifications
A clinical laboinitory technologist must meet one of the following requirements.

1 16- nl"abaccalaureate degree in medical technology from an accredited
college o-un'ersity. ....

2. He holds a baccalaureate degree In the chemical, physical, or biological
sciences, and, in addition, at least one year of structured training in a laboratory
acceptable under these standards.

8. He holds an associate degree in a chemical or biological science or medical
laboratory technique plus two years experience, with not less than one yeftr
of structured training, in a laboratory itcceptable under these standards, and has
achieved a degree of knowledge and skill commensurate with the baccalaureate
degree level as demonstrated through the mechanism of educational, equivalency
and work proficiency examinations.
Standard: Teohncian-Duties

Clinical laboratory'technicianh are employed in sufficient number to meet the
workload demands of the laboratory and they function only under direct super-

- vision of a clinical laboratory technologist, supervisor or director.
1. Each clinical laboratory techniefan performs aboratory procedures which

require technical skill and a minimal exercise of independent Judgment.
2. No clinical laboratory technician reports test results In the absence of a

elinical laboratory technologist, supervisor or director. This requirement.shall
not be applicable to the performance of procedures required for emergency
purposes provided that the person performing the test 1s qualified to perform
such tests, and the results of lMs worlt are reviewed by the clinical laboratov
technologist,'supervisor or director during his next duty period.

t. A student or trainee may perform tests only under the personal and di-
rect supervision of a technical supervisor or clinical laboratory technologist.
Stafedard: Techniokan-Qualifications

A clinical laboratory technician must meet one of the following requirements:
1. He holds an associate degree in medical laboratory tech~tique from an ac-

credited institution and meets the minimal requirements for certification.
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2. lIe holds an associate degree in a chemical or bioloktcal science from an
accredited institutionplus one year of structured training in a laboratory ae-
ceptable under these standards.

3. He has a high school diploma or the equivalent plus two years of experience,
with not less than one year of structured training, in a laboratory acceptable
under these standards and has achieved a degree of knowledge and skill com-
niensurate with the.associate degree level as demonstrated through the mecha-
nim of educational equivalency and work proficiency examinations.
Standard: Laboratory assistant t-DTltics

Laboratory assistants may function only under direct supervision of a clinical
laboratory technologist, supervisor, or-director.

1. Each laboratory assistant performs laboratory procedures which require
.)!arying degrees of technical skIll.

2. ,No, laboratory assIstantV-jTei-rts test results in the absence of a clinical
laboratory tecboologist, supervisor, or director.
Standard: La boratory as:i:ta ntt-Q alifcotion

lie has a high school diploma or the equivalent an! training conmnensurate
with the diffles assigned.
"tamlard General PERSONNEL POLICIES

inA manual 'of personnel policies, job descriptions, and adnhinisti-ative procedures
must be maintained by the laboratory. The factors explaining this standard are:

1. Current employee records are maintained that include a rtsumd of each era-
ployees' education, experience, dates of'employment, periodic review of perform-
ance and health records.

2. There is a documented program for employee orientation and in-service
education.

3. Records-must be maintained showing employee attendance at 'workshops,
scientific meetings and refresher courses.

4. Current personnel policies shall be'made available to all employees. '

. C QUALITY CONTROL*

Standard: Gcienral'
Provision must be made for a quality control program covering all types of

curmy, measurement of precision and detection of error.

Standard: Mthods documentation
Blood. Bank.'-Al personnel qualifications, methods and procedures for

henotherapy conform to current "Standards for Blood Transfusion Service"'
- published by the American Association of Blood Banks.

Clinical Laboratory.-Each method must be clearly outlined ficluding use of
standards, calibration procedures. pertinent references, dates of review, sources
of reagents and media. A separate record must be maintained which includes:

(a) tb principles involved in the analytical method.
(b) copies of appropriate reference manuals and other literature.
(c) calibration records.
(d) documentation of correction or improvement in methodology orInstrumentation.
(e) other pertient information shch as normal and sources of error.

Standard: Specimen collection documentation
Information must be available which includes:

(a) procedure for ordering of tests.
(b) precautions for-special procedures.
(c) procedures for the collection, identification, preservation; transp6rta-

tion, and storage of specimens."
Standard: Instrumentation

(a) The laboratory shall have a scheduled, clearly documented Instru-
ment maintenance program which includes written records for each piece'of
equipment indicating:

1. the date and type of service performed, Including notations on re-
- pairs.and recalibration.
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2. the date next service is due.
3. records of duily calibrations and/or temperature -checks where

appropriate.
(b) A copy of the manufacturer's maintenance manual must be readily

available. This manual should conform to the format approved by the Na-
tional Committee for Clinical Laboratory Standards.

, (c) All blood bank refrigerators shall b6 monitored on a 24-hour basis
and have atidible and visable alarm systems.

Standard: Statistic8
Each method is checked with adequate controls on each day of use. At lIast

one standard or refernee sample is Included with each set of unknown spe
mens. Acceptable limits for standards and controls are established as well as
the course of action to be instituted when the analyses Are outside satisfactory
coritrol 'limits. Control limits on all tests must produce results commensurate
with meaningful use. If the result of the test on he reference sample is not within --
ftcceptable limits, the entire batch of analyses is repeated and control verified

-, before reports are issued. The precision of each quantitative test shall be de-
---- L rnitned by calculating the SD or Clof a number of determinations done under

preva!l~hg-conditionsof assay. Positive and negative controls, -when available, -

must be Included at leasto-nc--a-day-withi the initial batch of unknowns for each
qualitative test performed.
Standard: 1ytology

Cytoigic smears shall be screened only by cytotechnologists with training and
experience adequate to qualify for certification in this specialized fiel!!. The
pathologist must review at least 10 percent of slides classified as normal smears
by cytology screeners. All smears from sources othertthan the female genital tract
should be reviewed byh p)tjtologist. All abnormal'or "suspicious" smears (class
2 and above) must hq evaluated by a qualified path !Wst.
Standard: Proficency testing

As an adjunct-to the quality control program, latotatorles n)ust demonstrate
satisfactory performance in an acceptable comprehensive proficiency testing
program. Records of the proficiency program shall be submitted to the LSAC
bi-annually for review and appropiliate action to be taken as deemed necessary.
Standard: Ciompliance ith qtualitll contrOl

1. The "inspection" agency shall utilize as* inspectors individuals knowledge-
able in the mechanisms and evaluation of quality control.

-o program in each laboratory shall be-carefully reviewedat the time of bi t nnal reports arid, if found to be inadequate
S or incorrectly utilized, approval of n _toat.ror ftpproval for performance

. of specific tests shall be suspended until corrective r udrtaken arid .
approved.

- QUALITY CLINICAL LA7ORATOAY SERVICES FOR Tm AmERICAM PEOPLE"'

(By I. If. Brooke, Sc.D.)

Although those close to the clinical laboratory have long recognized that labo-
ratory errors can occur, the problem has not been openly discussed until recently.
Walter Cronkite in a Columbia Broadcasting System program in 1965 focused
attention on the poor performance of certain mail-order laboratories and stimu-
lated, in part, the introduction of bills in Congress to .establish. performance
standards for clinical laboratories engaged it) interstate commerce.

In testifying 'before a Senate subcommittee, Dr. David J. Spencer, Director,
National Communicable Disease Center (NCDC), 'cited proficiency testing
studies that demonstrated significant degrees of unsatisfactory performance in
various fields of clinical laboratory work (1). Although the results varied from
laboratory to laboratory, he concluded that "this information indicates that'
erroneous results are ohitained in more than 25 percent of all tests analyzed by
these studies." As might be expected, this statement caused great concern-and,
at first, certain groups challenged 25 percent as beitrg too high a. percentage or
maintained that it applied to laboratories other titan, their own. Otheit have
maintained that this percentage is too conservative.

Although scientists in clinical laboratories would like to be immune to error.,
there is no reason to expecthuman beings and nfachines to obtain perfect results
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in a clinical laboratory when they do not elsewhere. Additional objective evidence
obtained since 1965 makes it unnecessary to belabor the point that medical labor-
atories can make errors or to debate the extent of the errors. All types of medical
laboratories--independent, hospital, and public health-are now generally recog-
nized to be subject to error, and we can therefore proceed with the task of improv-
ing laboratory services.

A number o significant programs and cooperative efforts have been started
which should result in major improvements. Only a few can be considered in
fhis discussion, but they illustrate what must be done to provide quality labora-
tory services for the American people. .

LEGAL AND REGULATORY EFFORTS

Until recently, there has been little or no governmental control of clinical
laboratories. Beauty parlors, barber shops, and their operators are licensed in
most States and cities, but the clinical laboratory And the personal who examine
blood specimens and throat swabs from patients, have been allowed to operate
without control.

The first nationwide effort to establish controls for clinical laboratories came
through the program of Health Insurance for the Aged (Medicare). The Medi-
care regulations (2) developed by the Public Health Services' Division of Health
Standards established specific standards that State agencies follow In certifying
laboratories as qualified to receive payment for tests under Medicare. Signifi-
cantly, however, the law prohibits the application of these standards to labora-
tories in hospitals--although probably more than half of the laboratory tests

---...... _ A approximately 700 million) are performed in hospitals.
* Stat--mtrolhas evolved slowly, but it is now gathering momentum. When the

* Medicare program began In 1i6, only six States required some form of laboratory
. licensure. Currently, .19 States, New York City, and Puerto Rico-have laws or

policies requiring the licensure of clinical laboratories and laboratory personnel,-
or both. Many other States have licensure legislation in various stages of con-
sideration. Some present la.s, fo'r example. those of New York State, New York
City, Kentucky, Tennessee; and Puerto Rico, provide for progressive regulations
-which willea-d- to laboratory improvement; others do little more than maintain
the st0tu qup in accordance with the vested interests of.the existing laboratories.

Guidance is available to those interested in the enactment of good local laws
to improve the performance of laboratories. In 1968, .NCDC prepared a com-
prelhensive guide (3) tor such suggested legislation, and, in 1969, the Council of
.State Governmehts published a model bill (4) to assist State legislatures in draft-
ing licensing laws for regulating the clinical laboratory.

The Clinical Laboratory Improvement Act of 1i97 (CLIA), P.L. 90-174, pro:
vided for Federal licensure of clinical laboratories (independently afid by hos-
pitals) that are engaged in Interstate commerce. This law is. serving, even, more

ihan Medicare, as an impetus to the development of local regulations. The-act
exempts clinical laboratories in 'States-that enact Jaws establishing ijandmrdsequal to, or more stringent than, those of the interstate regulations.

o of 1967 is refining still further the Federal standards for
. licensure of clr'riiifprking with several ad hoc committees whose

members are clinical chemists, micro git~bioanalysts, and -~~technologists, NCDC has developed regulations (5) whc -- n

interstate licensure program.
Although until now Medicare regulations have emphasized qualifications of

personnel, the CLIA regulations have emphasized the accurate performance of
the tests through proficiency testing- programs and internal quality control. The
Division of Health Standards of the Service and NCDC are working together to
make Medicare and interstate regulations as uniform as possible.,

Hopefully, as new Statle laws gre enacted, they will provide for laboratory
improvement programs which will jneet the CLIA requirements and the existing
deficient laws wllt-"' reVtsfd-to conform with Federal standards. In this way,
most clinical laboratories in this country eventually would operate under com-
parably high standards of performance.

PRIVATE IMPROVEMENT EFFORTS

Several private professional organizations have constructive programs for
regulating and improving clinical laboratories.

As stated earlier, Medicare standards for independent laboratories cannot
be applied to hospital laboratories. This exemption occurred because Medicare
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provideA that laboratories in hospitals accredited by the Joint Commission on
Accreditation of- Hospitals were automatically eligible to participate In Medicare
and. in addition, that the laboratories in other hospitals cannot be subject to
Medicare regulations that exceed the Joint Commission's standards. The labora-
tory requirements for the Comnuission's approval have been far below those of
Medicare and, as a consequence, a double standard has resulted which has seemed
unfair to the independent laboratories. The Commission is revising its-standards,
and this revision is expected to bring the standards more in line with those of
Medicare. Hopefully, these improved standards will be implemented In the nearfuture.

The College of American Pathologists (CAP) has expanded its laboratorT
improvement activities by initiating Its "programs of excellence." These Include

laboratory surveys (proficiency testing programs).that cover all areas of labo-
ratory work, laboratory inspection, and aceiedItation. Commendably, its pro,
ficiency testing programs are no longer limited to members of the college but are
available to any laboratory w-hlch wishes to subscribe.

The laboratory accreditation program of the College has been accepted as a
substitute for Federal evaluation for interstate licensure under CLIA. To date, it
is the only private program to adjust its standards to.comply with those estab-
lished for interstate licensure. . ...__

Although exact numbers are unavailable, it is estimated that more tam 300
million tests Are performed in the offices of physicians In private practice. Prac-
tically all existing laws, both Federal and local, exclude from regulation those
laboratories in the offices of one or two physicians who perform tests primarily
for their own patients. Laboratory services performed under theMe circumstances
are considered to be the practice of medicine.

Some of the laboratories that are presently subject to regulation are concerned
over this exclusion, particularly since they reason that a comparable percentage
of error may occur in these private office laboratories. Although this situation
constitutes a deficiency, at this time efforts should be concentrated on making it
possible for all organized laboritories-independent, hospital, and public health-
to operate under comparable standards of quality.

The American Society of Internal" Medicine is inteistM in seeing that quality
laboratory. service is performed in the o6ces of physicians in private practice.
In cooperation with the Division of Health Standards of the Service, the Society
has canvassed lt6 members about participation In a 1-year proficiency testing
program to determine the level of competency with tests for urea nitrogen,
hemoglobin, and glucose. Recently, the American Society of Internal Medicine
gave the Service a list of 500 internists who are interested- In participating:.-

The CAP has .developed a special office laboratory survey (proficiency testing)
so that physicians can monitor regularly the performance of their laboratories.
Because of the increased complexity of laborator.+( work, the increased automa-
tion, and the need for specialized laboratory competencles, the'aniunt of labora-
tory work performed in office laboratories will probably decrease. Nevertheless,
these constructive efforts of the Internists and pathologists are commendable and
Important because laboratory work In physicians, offices will probably continue
to be excluded from regulatory legislation In the foreseeable future.

STANDARDIZING REOGNTS AND MATERIALS

One cause for variations in laboratory results is the variability of reagents
- n--diagn _tc-testa, Considering the variety of antigens, control serums,

chemicals, stains, in-a-- thnlii-ah inleaaaboratory-andth -

ber of companies that manufacture them, setting standards constitutes a major
difficulty in labor.ory Improvement. - " . . I .

The National Bureau of Standards shortly will have available 10 standard
reagent materials for clinical chemistry determlntions. The Laboratory Division
of the National Communicable Disease Center has described specifications for
approximately 900 microbiological reagents. Reference reagents meeting thes
specifications have been prepared and are available to reagent manufacture
and to national and international public health agencies. Although the Federat
standardization efforts of the National Bureau of Standards and the National
Communicable Disease Center have been -undertaken with the cooperation of
manufacturers and in consultation with outside specAlists, there has been a
need for even greater cooperative efforts.
-Recently, a significant step was made In the direction of standardization.
Through the initiative of the standards committed of the College of American
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Pathologifts, an independent National Committee on Clinical Laboratory Stand-
ards was organized in April, 1968. Membership is open to all industries, profes-
slonal organizations, and government agencies that have an interest in the
clinical laboratory field. Currently the membership is 50-31 industrial repre-
sentatives, 16 professional representatives, and representatives from three Gov-
ernment organizations. Each member appoints a representative and an alternate
submits names of persons available for assignment to area committees or work-
inggroups as experts in their areas-of interest.

The objectives of this committee. are to promote the development of na-
tional and0 international standards, such as written specifications for reagents
and equipment, through a mechanism which insures that consensus has been
obtained by all interested groups. Task forced and working committees have-
been organized to develop and propose standards for the fields of clinical chem-> istry, blood banking and immunohematology, microbiology, hematology, and
instrumentation.
--*- -' - LABORATORY MANPOWER ..

" " We do not know exactly how many people are engaged in clinical laboratory
work. in this country, but sme has estimated as many ats 100,000 (6). In any

• event, acute shortages of well-qualified persons exist, and we anticlapte greatly
increased demands for trained personnel to meet expanding health needs, such

as Medicare, Medlcald, mass screening plrograins, and the new technology. In
the past there has been considerQble support for re.*arch training but little
for the training of persons seeking careers in th dlignostc laboratory. Fortu-
nately, emhpasls is beginning to be placed on training for services.

Through thte Division of Allied Health Manpower and Regional Medical Pro-
grams, educational facilities are being established or expanded for training
clinical laboratory assistants and medical technologists and for specialization
to the master's degree level of medical technologists.

Training of other specialists, such as clinical chemists and microbiologists,
hrs been neglected; however, four national conferences on training held in 1967
(6-9) recognized that the present and future clinical laboratories must be
staffed by sepcialists. For instance, the report (10) of the conference convened
by the National Institute of General Medical Sciences recommended financial
support of post-doctoral residency programs to prepare the required specialists
f6r the diagnostic laboratories.

* The most encouraging feature of these current-trends aid. program that
may -bring about significant improvement in clinicil laboratory performance Is

" the extent to which, the various interested groups are working cooperatively
toward a common goal. -

PUBLIC HIEALTIH SERVICE. RESPONSIBILITIES

We it the Public Health Service are participating both directly and indirectly
in this national effort to improve clinical laboratories. In the Public Health.
Service Hospitals, Indian Health Service Hospitals, outpatient clinics, 'and
Federal prisons, we have a direct responsibility-to assure thntcompetent labora-
tory. service- is provided for the patients under our care. In 1904, the chief,
Division of Hospitals, invited laboratories in Public Health Service installations
to participate in the Center's proficiency testing programs. By 1967, 75'of these
these laboratories were participating in some phase -of theprogrf= =

:es . Ipecimens in one or more
fields,

A number of the pathologists and technologists in the large Service Instal-
lations have taken NCDO laboratory courses, but there is a definite need for
greater consultation and training, particularly for technicians working in the
smaller hospitals-and clinics. Since Federal laboratories are exempt from legal
regulation, we must make certain that Public Health Service laboratories meet

.'the standards required of others.
Indirectly, through programs associated with Medicare, Medicaid, interstate

laboratory licensure, and services to. States and municipalities, the Public
Health Service has the responsibility to asist in improving the performance of
laboratories at all levels throughout the co=try. The consultation and training
program of the laboratory division at NODC is dedicated to assisting the State•
public health laboratories to improve their diagnostic competencies and to-
provide the States -and others with guidance and help in the training of person-
nel in laboratories at local levels.
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'Laboratory improvement, however,.constitutes' a treijiendous undertaking re-
quiring the cooperative efforts of Federal, State, and municipal health depart-
wents, academic institutions, professional organizations, and industry. Con-
certed, continuous programs are required to provide consultation, training,
and otler assistance needed by the 12,000 to 14,000 clinical--laboratories in
this country.

With assurance of phynent of laboratory MINls through health programs, the
.- development of automated laboratory procedures, the establish hnent of mass

screening programs, aifd the growth of comprehensive health insurance plans,
the number of laboratory tests in this country may increase from an estimated
1,300 inllilon now to more than 3 billion by 1975. Although our ultimate objec-
tive In laboratory improvement is to upgrade patient care and prevent needless
human suffering,' a tremendous ecouonuic savings will result as laboratory
analyses become more and more accurate.

Iit summary, the clinical laboratories of'this country have significant diffi-
culties. Fortunately, Federal and State agencies, profe-, ional associations, and
academic institutions are accepting the challenge'of laboratory improvement
and have made commendable ridess toward desirable goals.

We in the Public Health Service must be deeply involved in this challenge.
First, we need to make certain that our patients receive the highest quality of
laboratory service. Second, we need to assist and support constructive programs
of others that are directed toward bringing quality laboratory service to all
segments of the population.
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PRESENT POSITION-O" THE A,.rnxCAX SOCIETY OF MEDICAL TEcHNOLOGISTS
ON EQUIVALENCY AND PROFICIENCY TESTS

Equivalency and proficiency examinations have been proposed to measure
competency of personnel in the medical laboratory. Both tests have received
increasing attention in the last few years. Lack of nationally accepted definitions
has created a tremendous amount of confusion. The purpose of this statement
is to present the deflnitioias of equivalency and proficiency acceptable to the
American Society of Medical Technologists and to elaborate nn the position of
this Society' regarding the most effective use of these two measurement tools.

Competeney to practice medical technology is currently based' on passing a
certification examination following conipletion of a prescribed coursp of study.
Collaboration between the education system (academic credit) and the profes-
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slon (certification examination) is used to establish minimal personnel stand-
ards to ensure quality patient services. Academic Credit Is conferred upon
evidence of adequate learning (cognitive, attitudinal and psychomotor skills).
Because-of variation in standards In educational institutions, certitification of
the individual is used to validate academic credit. These two mechanisms, there-
fore, have developed as the current measurement of competency.

.It is now recognized that learning occurs outside the academic environment.
The need to measure this learning has precipitated the development of equivalency
and proficiency testing.

Written equivalency examinations are being proposed for comparing learning
outside academia to learning within colleges and. universities. Written proficiency
examinations are also being developed which are supposed to-test job skill so
as to establish levels at which experienced, but not necessarily certified, prac-
titioners can be hired. This Society has participated in the development of these
equivalency examinaions. Support of the proficiency examinations has not been
given primarily for the reasons stated in the following paragraphs. Secondly,
we feel we must withhold support until the validity of the norming technique
has been determined. To clarify the current confusion, we will define equivalency
and proficiency and indicate what we believe to be the limitations of the written
examinationsa-We will also indicate how the tests can partially fulfill the end
for which the have been designed. -
"Equivalencytesting refers to examinations used to equate non-formal learning

with learning achieved in dtcadlemic courses. Proficiency testing refers to the
assessment of an individual's competency to perform at a certain job level,
(ie) the knowledge and skills required to produced results which meet -predeter-
mined criteria foi accuracy and precision:

For both academic credit and job performance, knowledge is one necessary
component and it is this component which can be measured with a written test.
"Equivalency" and "proficiency" tests developed to date are In the "paper and
pencil" format alid therefore, should be useful in this regard.

In order to grant total equivalence for. academic 'rdit, however attitudinal
- an&tpsyhomotor skills must be measured. Job performance also requires adequate.

psychomotor skill. Because of the nature of these components, the written exami-
nation hlTtstnstance Is not an appropriate measuring instrument.

The Americtin Society of Medical Technologists believes that written examina-
tions-can and should be used to measure knowledge however it may have been
acquired. We believe further, that tests In other formats should be developed
to measure those components (attitudinal and psychomotor skills) which are
necessary to prove total equivalence in terms of both academic credit and job
performance.

Speaking for a brddldly based membership representing all areas of practee
In medical technology, ASMT accepts its responsibility to Work with other appro-
priate orga itzations and agencies to produce the type of tools which we believe
will most effectively measure the' quality of-laboratory personnel serving the
patient.-

LAW OFFICES. nMmAxD-~T-AwL7
Wfashington, D.C., Februrry 17, 1972.

Re H.R. 1.
Hon. RUSSELL B. LoNG,
Chairman, Committee- on Finance,
.U.S. Senate, Washington, D.C.

DEAR MR. CHArRMAN: In your recent consideration of the captioned Bill, I
wohld appreciate it if you would consider amending Sections 8121 and 3O6 (b)
of the Internal Revenue Code to avoid themultiple taxes imposed by theFederal
Insurance Contributions Act (FICA) and the. Federal Unemployment Tax Act
(FUTA) with respect to members of an affiliated group of corporations.

The problem of the duplication of taxes under these two Sections arises, for
example, 'when an employee of a holding cothpany performs services for one
or more subsidiary corporations. The Internal Revenue Serivice has taken the
position that if that employee's salary or compensation is allocated to the various
subsidiary companies' for which he renders servibes, each company is a separate
employer for FICA and FUTA purposes. If these subsidiary companies were
operated as divisions or departments of a single corporation, there would be no--

W-
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such duplication of tax. The employees, on the other hand, is not subjected to
duplicative taxation because he is allowed a credit for his excess contributions.
There is no such credit for the employer.

The Tax \Section of the American Baf Association has recommended to the
American Bkr Association that it urge the Congress to amend the law in this
respect. I am enclosing an excerpt from the Bulletin of the Tax Sectiont published
in the summer, 1971. The explanation urging-Congressional action Is stated in
a far better way than I could do. However, if you would consider tW~s statement
as a part of my statement for the purposes of any Committee aion, I would
appreciate it. 

#n, b yol

* It is my understanding that a somewhat similar proposal was adopted by
your Committee in connection with the Social Security Act Amendments of 1967,
but thtt it was deletedin conference.

I am sure the Committee is well aware of the increasing tendency on the part'
of banks, insurance companies and similar institutions to create holding com-
panies inbrder that their operations may be diversifed. In view of these develop-
ments, It seems only faitr that the recommendation of the American Bar
Association be given serious consideration. The existing duplication of tax on
employers creates an economic disincentive militating against business organiza-
tion in the most efficient manner.

Respectfully submitted,, ROBERT . B

COMMITTEE ON EXoISE AND EMPLOYMENT TAXES

1. TO AMEND THiE I TERNAL REVENUE CODE OF 1954 TO AVOID DUPLICATION OF TAX
-IM POSED BY THE. DERAL INSURANCE CONTRIBUTIONS ACT. AD,THE FEDERAL UN-

EMPLOYMENT TAX ACT WITH RESPECT TO MEMBERS OF AN AFFILIATED GROUP OF
CORPORATIONS

SResolvbd, That the American Bar A&sociation recommends to the Congress
that the Internal Revenue Code of 1964 be amended to avoid duplication of tax
Imposed by-the Federal Insurance Contributions Act and the Federal Unemploy-
ment Tax Act with respect to members of an affiliated group of corporations; and

Further Resolved, That the Association proposes that this result be effected
by amending sections 3121 and 8306; .

Further Resolved That the Section of Taxation is directed to urge the follow-
Ing amendments, or their equivalent in purpose and effect, on the proper com-
mittees of the-ongress: - -

Sec. 1. Section 311( ) (1) is amended to read as follows (eliminate matter
In black brackets] and insert new matter in italics) :

(1) that part of the remuneration which, after remuneration (other than
remuneration referred to In the succeeding paragraphs of this subsection)
equal to $7,800 with respect to employment has been paid -to an individual
by an employer during any calendar year, is paid to such individual by such
employer during such calendar year.-For the purpose of determining whether
a employer has paid such remuneration equal to $1,800-

during any calendaryeax acquires substantially all the property used in
-a trade or business of another employer (hereinafter referred to as a
predecessor), or u"ed In a separate unit of a trade or business of a
predecessor, and ,Immediately after the acquisition employs In his trade
or business an 1it, ;who immediately prior to the acquisition was
employed in the trade Of business of such predecessor, then for the
purpose of determining whether the successor employer has paid re-
muneration (other than remuneration referred to In the succeeding
paragraphs of -this subsection) with. respect to employment equal to
$7,800 to such individual during such calendar year,3 any remuneration
• (other than remuneration referred to -in the succeeding paragraphs of
this subsection), with respect to employment paid (or considered under
this paragraph as having been paid) to such individual by such prede-
cessor during such calei~dar year and prior to such acquisition shall be
considered as having been paid by such successor employer; and

(B) if an employe at the date of payment of the remuneration is a
member of an ajIiiated group of corporations as defined in section 1504
(a) (without regard to section 1504(b)), such employer shall be oon-
sidered as having paid any remuneration (other than remuneration
referred to in the suoceeding paragraphs of this subsection) with respect

U.5" 0 - 72 -pt. 6-- 35
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to employment previously paid (or oonaidered under this paragraph as
having been paid) to such indvidual during, the same calendar year by
any other corporation which is also a member of such affiliated group on,
such date;

Sec. 2. Section 3306(b) (1) is amended to read-as follows (eliminate matter
[in black brackets and insert new matter in italics):

(1) that part of the remuneration which, after remuneration (other than
remuneration referred to in the succeeding paragraphs of this subsection)
equal to $4,200 with respect to employment has been paid to an individual by
an employer during any calendar year, is paid to such individual by such
employer during such calendar year. For the purpose of determining whether
an employer has paid such remuneration equal to $4,200-

(A) [If3 if an employer (hereinafter referred to as successor employ-
er) during any calendar year-acquires substantially all the property used
In a trade, or business of another employer (hereinafter referred to as
a predecessor), or used In a separate unit of a trade or business of a
predecessor, and immediately i ter the acquisition employs In his trade
or business an individual who immediately prior to the acquisition was
employed in'the trade or business of such predecessor, then, [for -the
purpose of determining whether the successor employer has paid re-
muneration (other than remuneration referred to in'the succeeding
paragraphs of this subsection) with respect to employment equal to
$4,200 to such individual during such calendar year any remuneration
(other than remuneration referred to In the succeeding paragraphs of
this subsection) with respect to employment paid (or considered under
this paragraph as having been paid) to such individual by such prede-
ccssor during suoh calendar ,year and prior to such acquisition shall be
considered as having been iaid~by such successor employer; and

(B) if an employer at the date of payment of the remuneration is a
member of an affiliated' group of corporations as defined in seotion
1504(a) (without regard to section 1504(b)), such employer shall be
considered as having paid any remuneration (other than remuneration
referred to in the succeeding paragraphs bf this subsection) with respect
to employment previously paid (or considered under this paragraph. as
having been paid) to such individual during the same calendar year by
any other corporation which is also a member of such affiliated groupp
on such date; "

Sec. 3. The amendments made by sections 1 and 2 shall apply to calendar yedrs
beginning after the date of enactment thereof.

- - . EXPLANATION

SUMM Y,.

The Federal Insurance Contributions Act and the Federal Unemployment Tax
Act impose a tax on employers based on wages paid. to employees. The one is

--lm itdageof_$,80 and the other to wages of $4,200. Because the tax is
based on wages paid by an em lcatIoLof tax will
occur when an employee-changes employment during a calendar year. Tne pz -- -
fered Legislative Recommendation will prevent duplication of tax when an
employee is transferred between members of an affiliated group of corporations
or peeformns services for more than one menwber of an affiliated group of corpora-
tions at the same time.

DISCUSSION
The Federal Insurance Contributions Act and the .Federal Unemloyment Tax

Act are structured in such a way that the tax is limited by the amount of wages
paid an employee with a limitation-placed on .the amount-.thereof. -The theory
underlying this limitation is that benefits paid out of funds provided by the taxes
are based upon the amount of wages earned by an employee during his emploY-
ment up to a set amount. If an employee remains employed by a single employer
during the entire calendar year, both the employer andemployee pay a ta* under
the Federal Insurance Contributions Act which is limited to wages $7,800. On
the other hand, if an employee changes his employment during the calendar year,
both he and his second employer must commence paying tax as though he had not

.Vbeen employed during the year. This is also true for employers under the Federal
Unemployment Tax Act with respect to wages of $4,200.
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In 1939, employees were relieved of this duplication of tax by the introduction

of a provision for special refunds of excess tax paid. In 1950, successor employers
were granted relief from this duplication of tax in cases where they acquired
substantially all the property used In a trade or business of a predecessor and
immediately thereafter employed employees who immediately, prior to the acqul-
sititn were employed in the trade or business of the predecesor. This relieved
a partnership from having to pay tax on wages in excess of the stated limitation
when a, member died and the partnership was thereby dissolyed and a new oe
established. It also relieved successor corporations when mergers or consolida-
tions were effected or when an individual incorporated his business and continued
to operate a similar enterprise throughownership of the stock of thecorporation.

There is no more reason to grant relief iii the case of successor employers than
In the case of affiliated corporations. Usually there are.numerous transfers of
individuals among parent and subsidiary corp6rations. It places an unfair burden
on business enterprises which-are multi-corporate to require them to pay these
taxes as though they were entirely unrelated. There is ample precedent for
treating affiliated corporations as a single unit for tax purposes and such treat-
ment Is amply justified with respect to the taxes involved here.

It is not unusual for an individual to be an executive of a parent company
and perform Services for several subsidiary companies. He may receive his
compensation from the parent company but in the allocation of administrative
expenses a proportionate part of his salary is charged to the several subsidiaries.
In this situation the Service had indicated that the wage limitation applies to
remuneration attributable to each company rather than to total remuneration
received by the executive. (Letter from D. S. Bliss, Dept. Comm'r., Nov. 25, 1936.)
In such a case, there Is no reason for the duplication of tax that results from the
present wording of the law. The form in which a business enterprise chooses to
function for sound business reasons should not result in an undue tax burden.

The Section's Oommittee on Excise and Employment Taxes carefully con-
sidered extending the scope of the proposal to include sister corporations which
are not affiliated corporations, by-reference to section 1563 instead iof 1504. The
committee decided not to do this because the tax problems relate principally to
members of affiliated groups and It was found that reference to section 1563
would creat undue complexity.

The subject matter of his Legislative Recommendation grew out of a meeting
of several members of the Committee on Excise and Employment Taxes who are
employees of corporations which are members of affiliated groups and who are
aware of the technical ihequity which the Recommendation intends to correct.
The Legislative Recommendation addresses itself to a problem of general concern
and has received the approval of 15 members of the committee (no member
voted against the Recommendation), Some of whom are In private practice, em-
ployed by governmental agencies and employed by private corporations. For the
reasons stated, the Recommendation has been conceived in the public interest and
not for the benefit of any specific member of the committee or of any employer
or client of a member.

FALLs CHURCH, VA.,
February 15, 1978.

Hon. RUSSELL B. LoNG,
Chairman, Committee on Finance, U.S. Senate,
Washington, D.O.

DEu ,SENATOR Loxo: The Report of the Advisory Council on Social Security
of 1971 on "Social Security Financing" starts thus: "Financing of the cash bene-
fits and financing of the Medicare parts of tbwta1 security program are closely
Interrelated and should'be considered together. For this reason the Council's
findings and recommendations on financing are dealt with ih this section rather
than In the separate reports on cash benefits and ,Medicare."

This assumes that the operation and financing of programs are not organically
related and may be considered apart from each other. But according to Dr. Ezra
Solomon, now a member of the President's Council of Economic..Advisers, In
The Theory ol Financial Management, 1963, Chapter 1, "The Scope of the Finance
Function," pages 2 and 3, the correct "approach Is thaffinancial management is
properly viewed as an Integral part of over-all management rather- than as-a-
...... _.zta .J~lalt ~~ ~ .with fund-raising operations. In this broader view the
central issue of financialipilicy is th-eFw6l 'tf~td-nds, awl-the-centraL-process -_
involved is a rational matching of advantages of potential uses against the cost
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of alternative potential sources so as to achieve the broad financial goals which
-an enterprise sets for itself. The underlying Luid-using proposals which originate
within the operating departments ot an enterprise are still- assumed as given.
So are present and prospective conditions in technology and in the markets for
goods, services and capital. Given these'data, the function of financial manage-
menc Is to review and control decisions to commit or recommit funds to new or
ongoing uses. Thus, in addition to raising funds, financial management Is directly
concerned with production, markedng and other functions within an enterprise
whenever decisions are made about the acquisition or destruction of assets." Dr.
Solomon quotes with approval from a 1925 American Management Association's
Financial Executives' Serles': "The Job of the financial executive demands that
he phase in his viewpoint with the operating executive in each division of his
organization, compelling him as Well to view every problem presented, not only
from the standpoint of his ability to finance the project, but also from-the per-
spective of the operator, who considers it primarily from the standpoint of
facilitating more efficient operations and production .... "
• Dr. Solomon (in the second chapter on "The Objective of Financial Manage-

ment," pages 22-24), shows how this principle applies in considering "the owner
point of view," "Society's point of view," and "Management's point of view. He
says "profits" is an owner-oriented concept. But "profitability" is an operational
concept, concerned only with the production or creation of new wealth. "In this
more restricted sense the potential profitability of different courses of action
provides the criterion for economizing the use of social resources, and profit-'
maximization Is simply the quest for economic efficiency . . ." (page 17).

Substitute the word "welfare" for the word "wealth" in the above book and
it makes good sense. (However, this Is the "welfare" we have in mind when we
talk about the "Economics of Welfare," i.e. well-being, and not merely the "wel-
fare" problems your committee has so painfully before it when dealing with pov-
erty problems.) Notice, also, the phrase, "profitability of different courses of ac-
tion," and its applicability to how to make decisions about the alternate uses of
Social Security Trust 1i"nds, Just as much as to other kinds of funds.-

My letter to Senator Harry F. Byrd, Sr. then Chairman of your Committee
(Hearings on H.R. 6675, "Social Security," 89th Congress, First Session, May,
1965, pages 1123-5) included criticism of the Report of the Advisory Council on
Social Security of 1965, because of its failure to recognize a new dimension in
Medicare. Until then the Social Security system was concerned only with transfer
payments to beneficiaries who themselves chose how to spend the money they
received. With Medicare, a new responsibility came to the Social Security Admin-
istration, namely, spending the beneficiary's money for him for medical and hos-
pital services. (This difference is kill concealed in the way these government
expenditures are classified, erroneously, in the national income accounts).'Opera-
tionally, the Medicare program differs entirely from the cash benefit program. You
wrote me that you were influenced by my arguments when you said, on the Senate
floor (Con gresionol Record, July 9, 1965, page 1552), speaking about Medicare,
that "it can better be Judged by an economist than an actuary, better by a social
worker than an accountant, and eveu better by. those of us here today who have
the opportunity to go among our folks back home and see the needs that are met,
the fears that are dissolved, the wants that are satisfied by what we have
wrought." This is cost-benefit analysis in a nutshell and states specifically that
we should be concerned not onlywith how much money Is spent but also with
how well it is spent. Are we getting our money's worth? Even better, are we get-
ting not merely our "money's" worth (each unit of money being worth less and
less,) but are we- getting the maximum benefit from our labor, trouble and/or
pain (or, for the more affluent, inconvenience) ?

There is a slight improvement, on the subject of Medicare, in the 191 report
of the Advisory Council on Social Security, over that of the 1965 report which
guided Congress when that, program was originated. The latter report includes
a Report of the Panel of Actuaries and Economists to the Subcommittee on Cost
Estimates and Pinanoial Policy of the AdElsory Council on Social Seourty,
'December 31, 1970, with Wendell Milliman, a consulting actuary, as chairman.
While there are two actuaries and three economists who prepared this report,
in my opinion, this report does not do Justice to the economic dimension. It dis-
cusses "economic assumptions," assuming the main purpose "crystal-ball gazing."
It remains the kind of "actuarial" report, the limitations of which are spelled
out in- the only book generally available attempting to define "actuarial sound-

(1967 ).
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*Mr. Robert J. Myers, former Chief Actuary of the Social Security Administra-
_t0In, testifying before your committee on January 21, criticized one of the findings
* by saying that "it is not prudent now to count on profits "arising from future
economic changes over a long future period, before such changes occur." That's
right. The reason is their great uncertainty, their unpredictability. But I would
add that Mr." Myers' argument applies Just as much to counting on oosts arising
from future changes over a long future period, before such changes occur. It is
Hubris (the Greeks had a word for It) or Chutzpa (and so did the Hebrews)
to attempt to operate programs on the basis of hypothetical assumptions
about what will happen 75 years from now, or even as soon as 25 years from now
(as in the Medicare projections). Tne validity of such forecasts requires airing
among the general body of economists.

According to Dorrance C. Bronson's ConceoLs of Actuarial Soundess in Pension
Plans, (1957) "actuarial soundness means different things to different people"
and it Is an "amorphous concept." In essence, an actuarial statement about the
future Is a probability statement bdsed upon assumptions. It is a hypothetical
statement, not a flat prediction. For instance, an acuary says that if certain
assumptions turn out to be correct there will be a cerain cost or benefit in *a pro-
gram. The assumptions always have to be changed so that really all bets are off.
The actuary is never proven to be wrong and never proved to be right, either.
Meanwhile, his projections, often misinterpreted as fActual statements, may have
an irrevocable effect in preventing the 'otntial profiteability of different courses
of action," to use Dr. Solomon's term, from being rationally considered.I .1 understand that you a-e putting into the official record of your Hearings
an article in the April 1970 Reader's Digest by Robert J. Myers, "Social Security
at the Crossroads." Mr. Myers was then still Chief Actuary of the Social Security
Administration. This article discusses a "conflict of philosophies" between what
he called a "moderate" (his own position) and an "expansionist" approach
(that of the Honorable Wilbur J. Cohen, ex-Secretary of Health, Education &
Welfare, among others). He states here: "'In the past, Congress has held the
expansionists in check, and thus kept the system actuarially sound."

Mr. Myers may be right in contending that we should prevent excessive Gov-
ernment encroachment into the pension field which stifles desirableprivate enter-
prise here. But this is 'not a question of actuarial soundness, but of opposing
economic philosophy. Presumably, actuarily sound-programs can be devised for
programs of varying magnitudes, from niggardly to moderate to generous but:
economically feasible to expansionist and so on.

.- r. Myers had a difference of opinion with some H.E.W. officials.,He resigned,
not for actuarial reasons, but for policy reasons. According to him, while in
office, "principal responsibility for cost estimates for the Medicare program (ex-
cept for certain economic assumptions) has always been assigned to me." (Fi-
nance Committee Hearings on Medicare and. Medicaid, July 1 & 2, 1969, page
445). But, in a letter addressed to me (Finance Committee Hearings on H.R.
1,20, "Social Security Amendments of 1967," 90th Congress, First Session, Part 3,
page A208) Mr. Myers stated that is'was not his responsibility to determine
"economic feasibility" of the program.

Im your Committee's Hearing record' on H.R. 17550, "Social Security Amend-
ments of 1970," 91st Congress, Second Session (pages 1336-9) may be found a
discussion by me 'of the questionof the proper role of actuaries In the Medicare
program. This question is still unsettled, in fact,. it is not even adequately dis-
cussed. Accordingly, I request that you include in the record of your present Hear-
ings, together with this letter, several other letters, four printed in newspapers

,,,.and one to Prestdent Johnson, in the interest of getting more attention to this
crucial subject from actuario,.economsts public officials and others.,

Yolrs sincerely,
SIDNEY KOR.

(From the New York Times, Aug. 11, 19671

MEDICARE EcoNoMIcs
(By Sidney Koretz)

Your Aug. 7 edlitorlal "Slowdown on Social Security" might also have men-
tioned a flagrant omission by the House Ways and Means Committee. It was
pointed out in the recentreport-to-the-President-o- redp reom t e

.. . -r6h-ani group in the Department of Health, Education and Welfare that the
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Social Seurity AdministAtion has been too slow in coming to grips with the
economic problems of Medicare.

This report deplores, the absence of moves toward "cost-reducing methods'
in the reimbursement guidelines: "The present Medicare reimbursement scheme,
&Nased :on 'reasonable cost' does not provide hospitals and other health facilities
with adequate incentive to be efficient"

According to Robert J. Myers, Chief Actuary of the Social Security Adminis-
tration, the reduction of benefits Is the only'way to reduce costs. His main Interest
is in "actuarial soundness." No corresponding Interest exists yet in the economic
problem of getting the most for Medicare money.

The Social Security Administration passively submits to unsound or not-ade-
quately studied reimbursement guidelines presented by the American Hospital

association and Blue Cross. Reports by the American Medical Association and
the Public Health Service are in direct conflict with the Implied view that the
"reasonable-cost" concept foisted upon Congress is economically reasonable.

ARLINGTO7N, VA., August 19, 1967.
PRImENT L'YNDON B. JoHNsON,
Washlngton, D.O.
DrAR M& PRESIDENT: I was in the Social Secuhty Administration where I

prepared a report recommending a similar approach to that In the Gorham
Report on Medical Care Prices addressed to you.

In the bill-H.R. 12080-passed two days ago In the House of Representatives,
Title IV, Setion 402 has the caption: "Incentive for lowering costs while main-
taining fluality and increasing efficiency in the provision of health services." This
is a step in the right direction, but the Sociaul Security Administration has not

-been planning on It.
"Health Insurance for the Aged: The Statistical Program" by Howard West,

In the January Social Security Bulletin, gives no inkling of contemplated research
In the "program evaluation" or "cost reduction" direction, as envisaged in t46 '
Gorham Report, to make possible the Programming-Planning-Budgeting Systm A-.
(PPBS) which you have called for. The announced Social Security Administra-
tion research program' mentions certain residual "analytical studies," including
"studies of utilization and costs -of health services," "studies of effectiveness of
administration," and "studies relating to specific provisions." Conceivably the
study called for under Title IV, Section 402 of H.R. 12080 could come under one
of these headings but it is still only a gleam in their eyes. We are told they
must await future findings of the "statistical system."

PPBS means basic thinking "before we start to bend metal." It does not mean
simply awaiting the results of "actuarial experience," more often than not an ex-
cuse for merely muddling through. Economy, in Its true social sense, means puot
merely foreseeing the'future, as In a crystal ball or an actuarial report. It means
shaping; the future to get the most from limited resources. The "most" Is not
measured Just In dollars and cents or "economic" accumulation in a material
sense. It is measured by how It enriches human life.

Yours sincerely,
SiDNia KoazRc.

(From the Northern Virginia Sun, July 9, 1969]
FRUDIAN SLIP 'I CONGRESS

(By Sidney' Koretz)

Testifying befor-the-nate Finance Committee on July 2, In hearings on
alleged abuses In Medicare and Medicaid, Social Security Deputy Commissioner

_Arthur B. Hess made a "Freudian slip" of the tongue when he quickly changed
the phrase "our drafting" to the "the drafting" of a certain section of the law.
It appears that merely from reading the law, Sen. Jack Miller failed to get full
Implications of Section 1862 (a) (2) of Title 18 of the Social Security Law. Only
after an H.F].W. lawyer explained the "legislative history" behind the law, could
the senator understand why the government had to make certain payments even
when there was, "no legal obligation to pay." The law, of course, was drafted by
tle Social Security Administration. not by Congress, which merelkwent-through -

the mitions of passing It Later members of Congress have to learn what It means,
i.e. hearings occur to determine what was the "Congressional intent" In pass-
int It0'
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In his speech-of May 14, Sen. John J. Williams said that "the law requires
intermediaries and carriers to exercise effective controls on utilization Of serv-
ices." (Congressional Record, page $5202). Inquiry of the Senate Finance Com-
mittee elicited the information that this requirement is found in Sections 1816 (b)
and 1881 (k) of Title 18 of the Social Security Law. Actually, these sections have
to do with requirements by the H.E.W. secretary not to enter agreements "not
consistent with the effective and efficient administration" of the program which
in roct has no guidelines of any kind to help bring about the exercise of effec-
tive controls on utilization of services, other than the existence of a "utilization
,,view plan."

I don't see that these provisions dealing with the functions of the secretary
necessarily impose upon intermediaries and carriers the requirement "to exer-
cise effective controls" to the point of solving the problems uppermost In Sena-
tor Williams' mind during hi" speech, namely the "rising cqt" of Medicare and
Medicaid. In my letter to Senator Abraham Ribicoff, who held hearings In 1908
on "Health Care in America," $Hearings, Subcommittee on Executive Reorgani-
zation of Senate Government Operations Committee, 90th Congress, Second Ses-
sion, pages 1010-18), I drew attention to testimony by the then H.E.W. Secretary
Wilbur J. Cohen that the present law only permits certain exceptional "experi- "
ments', under Title IV, Section 402, to produce the sort of "effective controls" . ...
Senator Williams has in mhind. Mr. Cohen said that after-they come up with "a
good idea, a workable idea on incentive, efficiency and economy" they would ap-
proach Congress to give them "some kind of authority" to make a beginning in
the direction Senator Williams desires. Under Secretary of H.E.W. John G. Vene-
man, on July 1, told the Finance Committee that the "program lends Itself to
creating costs" not to reducing them.

Before Medicare was passed, I was given an assignment in the Social Security
Administration to relate a University of Michigan Study of Hospital Economics
to possible application to Medicare. The Division of Disability Operations off the
S.S.A. of which the present Deputy Commissioner Arthur E. Hess was then Di-
rector, had had no use for economists in its program. The Health -Insurance
Task Force, set up in that division to plan for the Implementation of the expected
Medicare law, had accountants, statisicians, sampling theorists and various types
of administrative specialists, but nobody who thought in terms of economics.

The economist's main concern Is not with money but with what money buys;
that is, he asks for the best health results at a given coit or the least cost for
given health results. He waifs to know what Is being paid for, why It costs
so much, and how to get It at less cost. The Medicare program is now in the
hands of actuaries, not economists. In actuarial parlance, every benefit to a
human being is a cost to a fund but in economic langqafe every benefit has a
cost we want to minindze. The actuary says if less ben~flts are promised we
have "actuarial soundness" or "health" (a synonym for "soundness"). He hopes
for the worst in human health so that the fund may be healthy. The economist
dare not merely hope for the best but it commanded to show the best way to bring
about good results. Economy means not merely foreseeing the future, as in a
crystal ball or an actuarial report, but shaping the future to get the most from
limited resources. °

My report showed that Blue. Cross and the American Hospital Association,
both given the green light by the Report of the Advisory Council on Social
Security, 1965, which guided Congms In setting up Medicare, had not yet
mastered the economic principles .for correct costing and pricing accepted Iy
business people generally. C ,

It fell upon deaf ears within the Social Security Administration; but was
reflected in material in the record of the House WaYs & Means Committed's
Hearings "Medical Care for the Aged," on H.R. 3920 In 1964, including a prophecy
that Medicare contracts would have to be "renegotiated" and an exchange of
Letters with' Gov. George Romney, who tried to defend the University of
Michigan Study against my criticism, which, however,, he called "thoughtful."

I wrote a letter to the then Chairman, of the Senate Finance Committee,
Harry F. Byrd 1r,, which he put Into the record (Hearings on H.R. 6675 "Social
Security," 89th Congress, First Session, May 1965, pages 1128-25, This impelled
Senator Russell,B. Long, now Chairman,-.to write me that my comments gave him
Ihmpiration to say In the Senate, Just before Medicare was passed, thatkt_coulcL
be "better Judged by an economist than an actuary, better by a social worker
than an accountant ... (Congressional Re~ord, July 9, 1965 p. 1582 and
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letter to me from Sen. Long', dated July 16, 1965). 1 now call upon our Senator
Harry P. Byrd Jr., recently joining the Finance Committee, to remind the
Chairman that the judgment he called for at the inception of the Medicare
program is long overdue.

[From the Northern Virginia Spn, Nov. 17, 1971]

A NEW DIMENSION TO MEDICARE

(By Sidney Koretz).

The Health, Education and Welfare Department announces another increase
in the Medicare hospital patient's bill. He will have to pay the first $68, instead
of $60 as hitherto.

Unlike cash Social Security payments to the beneficiary, most Medicare pay-
ments are to providers of hospital and medical services and not to the bene-
ficiary. In the case of non-profit hospitals (most of them), it Is the hospital, and'
not the patient, that is considered the final consumer, in the national income
accounts.

A new dimension was introduced to the Social Security system with Medicare.
The H.E.W. was concerned only with transfer payments until it. came along,--
Now it wai to have responsibility for spending the beneflcihry'i money for
him, instead of letting him do it himself. Nevertheless, over my protests, embodied
in letters to the President, other Government officials and editors, (much of
this material printed with Congressional hearing records), an erroneous classifi-
cation was adopted by the Commerce Department and approved by the Budget
Bureau and the Social Security Administration.

Social Security Commissioner Robert M. Ball (before Group Health Institute,
Group Health Association, Washington, D.C. June 2, 1971) said that "when
Medicare was passed in August 1965 the general concern was that it not make
basic changes in the health system.

"The basic concern In Congress 'and elsewhere was that this Government-
operated program not interfere with the way in which the going system of
medical care is organized and operated. The public emphasis was almost entirely
on keeping the economic burden of illness from overwhelming old people and
their sons and daughters. Its object was to prevent economic disaster and to do
so without interfering in any major way with the traditional organization of
the medical care system."

My letter in the-Washington Daily News of September 20, 1965, however,
criticized Mr. Ball because in an address before the American Hospital Associa-
tion "he gave no indication that there had been any planning about 'program
evaluation' and 'cost reduction.'"

I went on to say: "Congress failed to give adequate attention to the economic
analysis of the subject. There is nothing about 'program evaluation' or 'cost
reduction' in the Senate Finance Committee Report on the 1965 Social Security
Amendments. Only Senator Russell Long, just before Senate action, raised the
question at all, when he said the program could be 'better Judged by" an econo-
mist than actuary.'"

Isn't it amazing that Mr. Ball should think that it Is possible th make revo-
luntary changes without revoluntary effects? Dr. Charles L. Schultze, formerly
Bureau of Budget Director, said on September 23, 1970 at a National Economists
Club luncheonjat it was generally thought "you ought to have your head
examined," if you -suggested when Medicare & Medicaid were started that they
should be examined in s of economic priorities.

This puts me in that cateo y, but also Dr. Schult e himself who suggests it 's
Budget Director and In Congs lonal testimony, though he ignored it later as
Chairman of the Health Insurance enefits Advisory Council. The law set this up
to do something which sofar has no been done, namely, put some economic sense
into the medicare program. Senator Russell Long, now Finance Committee Chair-
man, also suggested it at the time as I have indicted above.

The only suggestions for study in the Reports of the Ways & Means Committee
and the Finance Committee in 1965, had to do with survey sampling and "actu-

-aral" -report i g;9hey-were -d ependent-on--the professionals. staff of the Social
Security Administration which Was long on survey statisticians an ti
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but short on economists. This situation, apparently, continues to this day. The
Analysis of Health Insurance Proposals Introduced in the 92nd Congress, by the
actuaries of the Social S6curity Administration, printed for the use of the House
Ways and Means Committee, fails to provide'the information needed to decide
among these proposals.

"Cost, price, and expenditure may be, but generally are not, equal," it was
noted in Volume I, of the American Medical Association's Report of the Commis-
sion on the Cost of Medical Care. Too many fail'to heed this warning with the
result that we don't always- know the'difference between "up" and "down" in
health economics.

The Social Security Xdninistration actuaries fail to distinguish between
"costs" and _"expenditures." (They received criticism from Senator Edward M.
Kennedy on this score.)

You would think that the rich generally have higher costs than the poor be-
cause they spend more. When a President boasted that the health expenditures
of the Government had more than doubled, was he boasting of higher costs? The
Social Security Administration regularly confuses a program of higher utiliza-
tion )vt-ne of "higher costs." They also confuse problems of cost distribution
with1 those of cost increase (or reduction, which, however, now is considered
_d trary to nature).

When John Gardner.was H.E.W. Secretary, he convened a National Conference
on Medical Costs which made a good beginning in public education in health eco-
nomics. The Social Security law was amended in 1967 in response to criticism of
the "reasonable cost" unreasonable economic concept fathered by the attitude
described by Mr. Ball of "not interfering in any major way with the traditional
organization of the medical care system." The H.E.W. Secretary was empowered
to engage in "economic experiments," but they are still dragging their feet.

[From the Northern Virginia Sun, Feb. 12, 1972]

(By Sidney .Koretz)

My letter in the Northern Virginia Sun of November 17, 1971, "A New Dimen-
sion to Medicare." included criticism of Congress for neglecting the economic
analysis of the Social Security -health insurance program in favor of excessive
reliance on survey statisticians and actuaries, Senator Russell B. Long, Finance
Committee Chairman, had agreed with me, when Ihe said on the Senate floor, Just
before Medicare was passed that it could be "better judged by an economist than
by actuary."

I sent a copy of this letter-to Senator William B. Spong Jr., and he replied that
this "begs the question." He sent me a copy of his speech in Richmond on Septem-
bee 7, 1971. Here he started by saying that a- "health crisis in the nation" is a
"claim- easy to document." Then. after citing increasing expenditures on health.
representing an increasing portion of the Gro National Product, he deplored
the "growing financial burden" this represents for all Americans.

I replied to him that the so-called "health crisis" is not easy to document. I
said he confused increasing expenditures with increasing costs. True, we are
spending more on health. the question is are we getting our money's worth? This
is a debatable question without an "easy" answer.
. In the New York Times National Economic Survey, in the first week of San-

uary, there was a statement by a doctor that Americans "pay what is believed to
be the highest per capita costs for medical care... of any country without evi.
dence to show that the extra investment results in better health for the in-
dividual." But on the same page there was precisely such evidence. Lawrence K.
Altman. in "The High Cost of Medicine," after detailing 33 pages of a patient's.
hospitalbill. totaling $15.000 for sik-weeks treatment for a near-fatal attack of
anpendicitis continued: "Had Mrs. Brown had the same-Illness Just 10 years ago.
there would have been no financial problems. Mrs. Brown'wquld have died within
days from the complications."

The dead do not praise God. according to a Biblical Psalm. Nor are they in poor
health. The main culprit causing "Increasingly costs" for health care is guess
who? 'The medical doctor in collusion with a hospital. They complicate things by
letting a greater percentage of the sick survive than before.

The section on "Health and Medical Care," (pages 135-141) of the Annual Re-
port of the Presjdent's Council of Economic Advisers discusses the "paradoxes"
which add to the difficulty of diagnosis of the so-called "health crisis." -(Since
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every area of modern life Is now in "crisis", it would be- unhealthy If health were
not in the swim of things, too.) The answer is not easy. "To start to answer the
general question of how we can best 'produce' health, we must find a way of
measuring changes in the level of health. What much be measured Is the actual
output-health-not simply such inputs as amounts of medicine consumed, days
spent in hospitals, or the hours in consultationwith doctors... It was once as-
sumed that rising Incomes would lead to improved health, but this assumption Is
now open to question."

The H.E.W. Social Security Administration still drags Its feet when It comes to
recognizing what I called "a new dimension."

TESTIMONY SUBMITfED BY THE NATIONAL ORGANIZATION FOR WOMEN (NOW), BY
MERREE DOLAN, CHARONE, TAKOECE ON WOMEN IN POVERTY

They were married at the end of their freshman year In college. Jane dropped
out of college and took a Job in a department store to support them while John
got his degree. Upon graduation, John got a good Job and Jane became a full-
time housewife.

Their marriage started going noticeably sour about the time of her third
pregnancy. Over the next few years, their marital discord deepened, and in
1970 they were divorced. ,

Of course, Jane got the kids and.the house (and the mortgage). At the be-
ginning, John was faithful in making the support payments ($400 a month was
a very good deal, Jane discovered, when she compared notes with other divorced
women), and she was managing to scrape by.

The recession wiped out the convenient part-time Job she obtained after the
separation, so she devoted her energies to getting her belated college degree.

A few months after the divorce, John was transferred to another state. Within
._a year, he remarried, and then the trouble with the support payments began.

Jane's lawyer told her he wad doing all he could, but that Interstate support
problems were tricky; and besides, the DA's and the courts were not partial to
harassing middle class men.

What was Jane-to do now? Her income had suddenly dropped below the danger
point, and the prospects were ominous. Obviously, she had to look for a Job.
But in a recession, who hires a 32-year-old woman with no skills, no work history
for more than 10"years, and with a pre-school child to cause child care problems?

A friend suggested she ask the welfare department if she could get some help.
The suggestion shocked Jane. She was white, middle class, educated, and proud.
Welfare? She'd starve first.

She could sell the house and live on the proceeds until she graduated and got
a Job. But when she checked out rents for a suitable apartment, when the real
estate agent calculated how little equity there would be after sales costs and
moving, and most of all, when she saw the children react to the threat to what
remained of security, she couldn't go through with it.

Yes, the welfare worker said, she was eligible for Aid to Families with De-
pendent Children-a small grant as long as the support payments were low nd
irregular, plus food stamps and medical care. And so Jane and her children
became a part of the alarming upward spiral of welfare dependency. They fell
into the clutches of the reputed monster that is supposed to break up families,
that allegedly rewards immorality and Indolence, and is said to be sapping the
moral fiber of a nation which became great through hard work and self-reliance.

Is'it misleading to Introduce a critique of welfare with an example of a white
middle-class woman and her children? We think not. The number of such women
on welfare is Increasing.' Hardline welfare reformers have lately been shifting
their attacks from -total reliance on veiled racist innuendo to more and more
indignation over, welfare recipients who live In "nice" neighborhoods, who own
"nice" things, *ho have the nerve to accept public funds and then not act
destitute.

Our point is-not racial or racist. It Is, on the contrary, an assertion that while
black) women and brown women are more vulnerable to welfare dependency, it Is
because the racial discrimination they suffer it heaped on top of their funda-

I In California the nercntape of AFDC mothers with some college education increased -
from 4.8% In June. 1968 to 6.8% in December, 1970. In unpublpthod manuscript. "AFDC
aoeoeconjomlc Characteristics of Families Receiving Aid", California Department of
Social Welfare.
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mental vulnerability, that of being a woman trying to support a family. The
fact is that in March 1970, 46%. of the white children who live in families headed
by a woman lived on income below the poverty level.'

Our point is that the AFDC program was founded on the premise that any
woman faced with trying, to support children alone is going to have a difficult
time. This premise continues to be true. We believe that the hue and cry about the"welfare problem" is either a deliberate effort to obscure this issue, or evidence
of an alarming inability of public policy-makers in this country to see the facts
as they are.

Our point is that every woman who works full time at rearing her children.
and who depends for the income to do that Job on what her man provi l6s, is R
potential welfare recipient. Virtually all AFDC mothers, before thet became
economically dependent on the state, were economically dependent oi a man.,.

The "welfare problem" cannot be understood apart from ap/understanding
of how difficult it is for a woman to be the sole or primary supfiort of her minor
children. There are 8 million American children living in families headed by a
woman.2

At least 60% of thee fatherless households are on welfare.' They are not
on welfare because they like it. They are on welfare because they do what they
can to provide for their children, and because the necessity of caring for their
children often interferes with their ability to work, or because even when they
work, the income they can produce in the labor maket does not replace a man's
earnings.

There are some obvious conditions of economic dependency which this society
has learned to tolerate, and even sanction. We clearly no longer expect young
children or the aged to support themselves in the labor-market. We are becoming
more tolerant toward economic dependency caused by physical or mental disabili-
ties. We have even come to admit that not all unemployment of able-bodied men
is due to individual incompetence or malingering. For such groups we generally
provide publicly for economic dependency as a matter of right or compensation
(U.I.B. and D.I.B.), with a trend away from moral stigmatization of income
replacement.

Why then is welfare reform rhetoric so intolerant, so vitriolic when AFDC
is involved. What is it that makes the dependency of women and children dif-
ferent when it is caused by the absence of the man of the family, rather than
based on his presence? /

Regardless of the increasing participation of wives and mother in the labor
force, it surely cannot be said that the econqiic dependency of women is no
longer regarded as normal. To our knowledge, no one has proposed legislation
in Congress or in any state that would force married women with children
over 3 years of age into the labor market when thelr husbands are supporting
them. On the contrary, we still hear the argument that this country wouldn't
have such an unemployment problem if women would Just stay home and mind.
the kids, and let the men earn the money.

But for some reason, the economic dependency of former wives who continue
to raise- their children without their husband's support is considered improper
and even immoral. What is it.thft makes cooking and cleaning the house and
washing clothes and getting the kids off to school and taking care of the baby
normal, in fact ideal, when these activities ar6 supported by the income of a
husband/father, yet deviant when supported by public funds?

We regret that Congress has not seen fit to analyze the "welfare problem"
as in the early 1960's it analyzed the "poverty problem". Then it became clear
that while poverty was no respecter of race, black and brown 'Americans were
poor in disproportionate numbers, largely because they were subject to discrimi.
nation which was systematically denying them access to the opportunity not
to be poor. Hence anti-poverty programs were focussed to a considerable degree
on improving access to equal employment and educational opportunities for the
poor.

With all the imperfections and, incompleteness of the anti-poverty efforts of
the 00's, and despite the persistence of the poison of racism in our society, there

kElizabeth WaIdmaj and Kathryn Gover, "Children of Women in the LAbor Force,"
Monthlv Labor Review. Julyl97t. p. 24.
S Robert L. Stein '"'he economic fStritua of hnhiliIm TeAdol by Women", Montily laborr

ReJview. December b970. p. 4.

°,
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are fewer poor Americans today than there were ten years ago. Fewer poor
black and brown Americans. And fewer poor white Americans, who benefitted
directly from programs designed to open economic opportunities to all, and in-
directly from the positive changes in attitudes toward the poor.

While the total number of families with incomes below, the federal poverty
standard has declined significantly in the decade, at the same time, the profile
of poor families has shifted dramatically.

In 1959, 28 of every 100 families (with children) whose incomes fell below
the national poverty standard were single-parent families headed by the mother.
In 1969, 47 of every 100 poor families were headed by the mother." The job
and training opportunities generated by the war on poverty were directed toward
men. Hence the significant change in family profiles.

We truly do not understand why Congress will not face the poverty of women
who are on welfare the same way. Poverty is the issue, but it is the systematic
blocking of equal ecoifomic opportunities for women that keeps them poor.

Rather than attempting to devise a viable national policy for reducing the
poverty of these families, -we continue to approach welfare reform from the
standpoint of reducing welfare rolls. Welfare costs are high; the appearance
of so many families on welfare in recent years is shocking and alarming. But
to continue to look for solutions through' reforming the welfare system is keeping
us from approaching solutions.

The hard-line welfare reform approach, typified by the proposals of Governor
Reagan of California, is to dwell on thq current dollar cost of welfare, and to
reduce that cost by imposing greater and greater restrictions on welfare eligibility
and 'welfare benefits. Such restrictions can reduce welfare rolls, but they cannot
reduce the poverty problems of welfare families. In the long run, this approach
means greater costs, not only In dollars, but in the degradation of the society
which perpetrates such callousness.

In too many respects, HR 1 reflects these same attitudes. We most strenuously
object to the forced labor provisions of HR 1. We see no way that such a regressive
and repressive policy can reduce the suffering of welfare recipients.

We do believe that every welfare mother Who sees that It is in her interests
and in the best interests of her children to participate in the labor market should
be encouraged to do so and should be assisted to do so. The work incentive policies
adopted by Congress in 1967 have been useful in this direction-they should
not be undermined by the reduction of allowances for the extra cost of working,
and the incentives should not be turned into negative ones. The investment in
positive incentive policies has resulted in a reduction of poverty for many fami-
lies. They should be improved, not whittled ilown.

We strenously object to the encouragement of exploitation by employers in the
HR I provisions which forces a welfare mother deemed employable to accept
employment at 75% of the minimum wage. This unconscionable proposal is not
mitigated by the wage subsidy offered to its victims. One of the reasons that
many of these women are on welfare in the first place is that the wage structure
for women is so low. Any effort to further depress wages for women must be
met with the most vigorous opposition.

We object strenously to the proposed denial of aid to a family headed by a
mother Who chooses to enhance her future earning and living potential by
undertaking full time studies. This provision is self-defeating, if economic inde-
pendence is a genuine objective of welfare reform. On the contrary, education
should be encouraged as the basis for future independence.

A society which has always taught its daughters to be dependent is not going
to reverse their dependency in one fell swoop. A society which tolerates a wage
structure which pays a woman who works full time 60% of what it pays men
wh "work full time,' is not going to reduce the poverty of poor women by forcing
them willy-nilly into such a labor market.

,For these reasons we agree with the HR 1 provision to establish a minimum
floor on income for families which cannot meet their needs through employment.

,/We commend HR l's recognition that low-paying jobs are not exclusively con-
fined to women, and approve the "working poor" concept. However, we submit
that the proposed income floor is totally inadequate to meet the minimum needs
of a family with no outside income, and advocate a base which is decent and

6 Ibid., . 5.
, Report of the Advisory Com", flon on the Status of Women, "California Women",

1971, p. 68. See attached table "Comparative Income of Women and Men, 1970".



adequate. One of the serious problems the inadequacy of the base presents is
the proposal t0..adopt it without guarantees that. states whic, grant higher
benefits will continue to do so. Should Congress decide to adopt an inadequate
base simply to establish the principle, it must-also require. states with a higher
base to maintain benefit levels.

We agree with HR l's recognition of the urgent need for an enormous expansion
of child care programs and facilities. We believe, however, that such an expan-
sion should not be limited to programs aimed exclusively at getting welfare
mothers to work. Funds made available for working welfare mothers through
HR 1 should be-ii-tegratd with a broad program of child care services for all
families, with definite standards spelled out inW law. No one should be denied
child care services because of an inability to pay-likewise, where facilities
are limited, no one should be denied such services because of the ability to pay.

In summary, NOW believes that "welfare reform" is an inadequate solution
to t6e "welfare problem." Welfare is a pressing national problem because it
reflects the poverty of a majority of families with children whoqe sole or pri-
mary support is the mother. The poverty of these families is the result of the
transfer of dependency from a husband/father to the state. The necessity for
the transferrence of this dependency is due to the generally inferior economic
status of women in America. All women who depend on a man for the support
of themselves and their children are 'potential welfare recipients. Should the
man vanish from the scene, chances are enormous that the woman will be unable
to replace his income adequately, if at all.

Much of welfare reform rhetoric promotes the myth that shoring up the nuclear
family will solve all our problems. We do not *agree. The solution to the problem
does not rest with finding another man. Rather. the solution, lies in recreating
our social and economic institutions so that the independence of women (rather
than dependence) is the basis for their choice of life-style.

In addition to the inferior wage structure for women, and the restriction on
the kinds of jobs generally available to women, impediments to self-support
include obstacles to equal educational opportunity, especially at advanced levels,
and lack of adequate child care provisions. None of these barriers to economic
equality for women can be overcome by welfare reform. In fact, many of the
provisions of HR 1 would actually Intensify the problems.

Congress should recognize welfare reform for what it is--an effort to save
money at the ex,)ense of the poor. The more positive elements of HR 1. such as
a minimum floor- on family income (amended to provide an adequate base),
assistance to the working poor, increased funding of child care services, should
be adopted. The punitive and regressive features. such as forced labor, subsidies
to employers who pay substandard wages, prohibition of full time studies, should
be stricken. But more important, Congress should readress itself to positive
programs that get at the causes of poverty, and should specifically focus on the
causes'of the poverty among women.

COMPARATIVE INCOME OF WOMEN AND MEN. 1970 (MEDIAN INCOME)

Year-round full-time workers All workers

Women's Women's
Income as income as

Mn percentae percentage"
Occupation 'Women Men of men s Women Men of men s

Professional, technical and kindred workers. 8,005 12,477 64.2 6,675 11,577. 57.8
Managers, officials and proprietors, ex-

cludingl farm .......................... 6,624 11,937 55.5 5,523 11,292 48.9
Clerical and kindred workers ............ 5650 8,931 63.3 4,648 7,965 58.3
Salesworkers .......................... 4268 10,243 41.7 2.279 8.321 27.4
Craftsmen, foremen and kindred workers... 5,100 9.417 54.2 4, 276 8,833 48.4
Operatives and kindred workers .......... 4.589 . 7.786 58. 9 3, S 7,017 55.4
Private household workers ............... 2,203 ..... - - - ...... 82" ............
Service workers, excluding private house-

hold................................. 4 ,035 7,234 55.8 2,541 5.568 45.6
Labornrs, excluding farm and mine------- 4405 6,731 65.4 3,151 4,839 65.1

Total all workers--------------5,483 9225 59.4 3,844 8,036 47.8

Source: U.S. Department of Commerce. Bureau of the Census Current population reports: Income In 1970 of Famdies
and Persons inthUnited States." p. 10, *
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TESTIMONY OF FRED SEOMAN, M.D., M.P.H., ON BHA OF E AssoIATioN
or CHILDREN ANp YOUTH PROJFTr Dxnszrois

INTRODUCTION

I am Fred Seligman, M.D., Director, Division of Comprehensive Health Care,
and Associate Professor of Pediatrics, University of Miami School of Medicine,
Miami, Florida, and Chairman of the Association of Children and Youth Project
Directors.

Mr. Chairman and members of the Committee: "I appreciate the opportunity
to present to you testimony concerning an extraordinarily successful program
which Is scheduled to terminate on June 30, 1972, after five years of existence-
the special project grants under Title V of the Social Security Act.

I represent the staffs of the 68 Children and Youth Programs throughout these
United States and the more than 500,000 children and youth who receive compre-
hensive health services through these Program&

RECOMMENDATION

I endorse most emphatically the continuation of these Programs under Title V
of the Social 8ecurityAet-Sped l,-ou l-A-ationipts without reser-
vation amending H.R. 1 ,to extend Title V of the existing act at a funding level
of $630,00,000 as described in 8. 2135 which has been introduced to the Senate
by Senators Gaylord Nelson and Edward Kennedy, Abraham Ribicoff and 14
other sponsors. A companion bill, H.R. 8799 has been Introduced to the House of
Representatives by Congressman Edward Koch and co-sponsored by 86 members
of the House.

The remarks In this testimony will be limited primarily to Childrenand Youth->'
Projects, although our Association favors continuation of all the programs as
described in 8. 2135.

LOCATION OF PROGRAMS

These programs exist throughout this Nation: In the Virgin Islands, Puerto
Rico and Hawaii. There are Programs in all corners of the Mainland-Miami,
Concord, Los Angeles, and Seattle; Central America-Chicago and Omaha; Rural
America-Little Rock, Charlottesville and Helena.

TREND OF HEALTH CARE

This Nation is moving in the direction of comprehensive health services to
defined segments of the population. Many proposals have been receiving serious
legislative concern by many members of-the Congress. Mr. Chairman, neither
our Association, nor any member of your Committee has advocated that we
move recklessly in establishing a national health plan. This task requires con-
siderable thought. Even though our health delivery system Is far from perfect,,
we must resist the temptation to destroy what we already'have, only to create
something new. We must Instead build on those components of our system that
have proved their effectiveness and modify only those segments of the health
care system that require revision. We cannot afford the economic and human
cost of abandoning programs that have demonstrated their efficacy. We cannot
afford to Ignore the critical health problems that daily face this Nation's young.

While potentially holistie plans are under consideration, we must not act so
cautiously that progress is stifled. Because no perfect system has been developed,
Children and Youth Projects should continue to demonstrate and develop im-
proved health care delivery.patterns to children. Ultimately, Children and Youth
Projects will phase into an overall'national health plan, or, if In the judgment of
this Committee the counsel of our Assoclation be considered wise and visionary,
a national health plan should ultimately be phased Into and expanded upon a
merging of the basic triad of Title V of the current Social Security Act, namely
Children and Youth Projects, Maternity and Infant Care Projects and Crippled
Children's Projects.

THE TIME TO ACT IS NOW
The extension of these Projects is vital and essential to any cornerstone of

health care that will be created In this country. These are Programs that are
working. We must build upon them as we go into experimentation of all kinds
For the record,-I would like to Identify- that these Programs have a parental
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history that I consider very illustrative. These Programs were conceived by the
wise parental advocation and insight of both your Committee and the House
Ways and Means Committee. Individuals such as Senator Hill and Congressman
Fogarty have left us a legacy that your Committee should be proud of, and to
which your Committee must devote its continued inspiration. I emphasize" the
importance of maintaining the foresight that your Comnittee has shown in the
field of health services to children.

Initial opposition by. the Administration in regard t'e xtnsion of these Proj.
ects no longer exists. The Administration has gone on record as favoring exten-
sion. In spite, however, f-the signing, of P.L 92-184 entitled "Supplemental
Appropirations Act" on December 15, 1971; fewer than 25% of the Projects will
be able to continue past June' 30, 1972. If immediate extension is 1not adopted, a
decreasing amount of funds will go to states with urban populations. Both for
fiscal reasons and because of lack of state resources, many states will not be
able to continue these Programs.

NO ADEQUATE SUBSTITUTES

There are no adequate substitutes for these Programs should they be termi-
nated. In urban areas especiallY, Medicaid cannot substitute for Children and
Youth Programs. There are no physicians in most areas. The number of physi-
cians giving primary care to children is dropping rapidly: in many central cities,
the only quality health care resources for children are Children and Youth
Programs.

PROGRAM DESCRIPTION

The Children and Youth concept as a Program Is National in scope but is
characterized by an American ideal of being tailor-made to fit the idiosyncrasies
of each local area, be it cezqtral city, rural, or a mixture of population densities'
The various Projects are as diverse in tailor-making health care delivery to their
local areas as their areas and this Nation are diverse. Organizational forms in-
clude a full spectrum from classical fee for service private practice physicians
to indigenous community workers coordinating home care delivery teams. In
many areas, they are the only meaningful health care resources to the target
population. For example, in our own ten square mile geographic area In central
city Miami, there is only One practicing pediatrician available to more than 21,000
children.

Essential factors of quality health care include comprehensiveness and con-
tinuity. Concentration -on a defined geographical area provides for efficiency.
Neighborhood Health Center Programs are currently the only publicly supported
Programs other than Children and Youth Projects that are explicitly committed
to the delivery of comprehensive health services to a specific population group in
a well defined geographical area. There is a significant body of professional
literature documenting that the Children and Youth Projects provide this care
more effectively, at lower cost, and with higher quality.

Children and Youth Projects are both organizationally and philosophically
distinct from all previously conceived programs. Oblidren and Youth Projects

- focus medical, dental, and mental health care to all children in a family; how-
ever, the provision of most ancillary services such1 as public health nursing,
social services, nutrition, and health education are usually family based. Unless
there is a'specialized focus and concern for children, children frequently do not
receive the priority they deserve In a family oriented medical system. Children
and Youth Projects have developed a meaningful model of health care delivery
with built-in standards accepted by the appropriate professional bodies that are
applicable to children nationwide and upon which can be built family-centered
core to children and adults.

QUALIrTY CONTROL- AND EVALUATION

Children and Youth Projects are the only publicly supported comprehensive
health care system that has developed meaningful quality control and
evaluative components.

Oritical to the Ohildren and Youth concept is a rarely occurring, if not unique,
organized flow of services with its data documentation system. This data system
has been developed and operated by Minnesota Systems Reseurch, Inc. and has
been created to produce ongoing evidence of the effectivriess of alternative
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modes of delivering health services. This data stem was created to be the
decision making basis for allocating resources, documenting flow of children
receiving services, documenting the kind of problems diagnosed and the fre-
quency and effectiveness of treatment, ana requiring a written care plan tailor-
made for each child to assure that timely and effective preventive services were
indeed received by the child. As an example, each Children and Youth Project
receives each quarter a report on Its absolute performance by an array of meas-
ures such as medical and dental backlog, well child rate, reassessment intervals,
etc. These measures tell the Projects how they are" performing, how long it
will take to produce healthy children at their current productivity rate for
all registrants, and how they have allocated resources relative to the major
Jobs to be done In their Project areas. In addition, each Project receives a
relative ranking to all other reporting Projects on each performance measure

To our Association's knowledge, this is the only health program which is
national in organization, which" has an ongoing performance measuring system
to Teflect an accountability for health maintenance, with appropriate health care
which Is adaptable to any locale in this diverse nation, and capable of adjusting
locally required inputs by a process of providing services which result In
accountable outcomes.

Our Association is aware of Congressional interest In continued evaluation
of these and other Programs. We are aware also of discussions which will
improve the evaluation of these Programs. We wish to go on record as support-
ing this intent and believe that it Is wise to continue as well as to improve the
evaluative mechanism. We additionally support the concept of evaluating the
monitoring system itself and recommend that resources be made available to
accomplish this task. Additionally, our Association wishes to point out that
out of the Children and Youth concept has developed a Clinic Self-Evaluation
Procedure which has been cooperatively developed by the Johns Hopkins Uni-
versity Children and Youth Project and Westinghouse Electric Corporation,
which is presently in its second year of field testing in Children and Youth
Projects.

COST BENEFXT5

The dramatic performance in annualized cost reduction in the Children and
Youth. Projects is simply summarized as follows: as of January 1, 1968, at the
beginning of such mandatory reporting, the annualized cost per child was $201;
by December 31, 1969, it had fallen to $162; and by December- 31, 1970, it had
fallen to $140. The preliminary estimate of costs per child as of June 30, 1971,
was $129; and the predicted cost for the annualized cost per child ending June 80,
1972, is slightly over $126 per child per year. As compared to the national
average annual health cost per man, woman, and child in this nation of more
than 4350,, these Projects are performing economically, particularly considering
that these children are drawn from -the least healthy geographical areas

Our Program at the University of Miami, like many throughout the country,
has demonstrated the efficacy of health care delivery that Is based on a preven-
tive rather than an episodic approach. Since initiation, we have decreased our

. overall cost per patient by more than 80% in spite of inflation.-Nationwide,
the Projects have increased the frequency of "well children registrants" by
50%. There have been significant decreases In the number of dh-gnosed preventa-
able conditions, as well as diagnosed correctable defects. Such factors demon-
strate the impact of these Programs In preventive services, correction of defects
and health promotion.

The value of a preventive approach Is seen In respect to hospital admissions.
In fiscal year 1909, hospital admissions in Children and Youth Projects natioki-
wide decreased by v6%2The continued need for these Programs Is demonstrated
by the fact that a relatively high percentage of children, particularly In the
5-9 year age group have a lower Immunization level in the geographical areas
served by these Programs. One out of ten registrants in these Programs fails
the vision and hearing screening tests, There have been many public studies
documenting these facts relative to Children and Youth Projects.

COMMUNITY INVOLVEMENT AND EDUCATIONAL SPINOFFS

Children and Youth Projects are administered by teaching hospitals, official
health departments, and Pediatric Departments in medical schools. A signifl-
cant number of these Projects have meaningful community inputs and participa-
tion, and have also functioned as initiators to expanding other health and
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health-related services in their communitle. The impact that these Programs
have had on both the agencies and communities has been profound, particularly
on the voluntary hospitals that have been involved, and especially on the medical
schools Medical, students at universities such as Johns Hopkins, Miami, etc.,
have the opportunity to see medical care in the community, to see effective
preventive therapy in action, to see an innovative interdisciplinary health
care delivery system-a system that is concerned with maximizing quality and
efficiency.

New manpower models have been developed in these Progrwms.-As a medical -
educator, I can speak to the fact that medical students and other trainees in the
health sciences are learning how they can ultimately interface with the many
new ancillary health professionals in the field. An increasing number of these
trainees are now choosing careers In commmity medicine having had mean-
ingful exposure to these Projects. ..

FOUNDATION FOR OTHER PROGRAMS

Many Programs in Child Development-have-and-fre-making plans to use
Children and Youth Projects as major foundations.

Recently the Senate passed a bill to provide for the establishment of
projects for the dental health of children. This project will rely heavily on
Interfacing with Children and Youth Projects.

Parent and Child Centers that are having significant impact in changing the
patterns of development of poor infants, as well as their parents have fre-
quently grown out of Children and Youth Projects. Several of the new Advocacy
Centers in Parent and Child Centers will depend upon Children and Youth
Projects for total health care.

Many Head Start Programs rely solely on Children and Youth Programs for
the provision of health care for their children. For example, the sole resource
for providing health services to the Head Start children in the islands of St.

_,Thomas and St. Croix in the Virgins Islands is the Children and Youth Project.
Title IV of the Elementary and Secondary Education Act has half of its proj-
ects through the Cooperative Research Act of the Office of Education, which
are intimately associated with Children and Youth Projects in Topeka, New
York City, Dayton, and Galveston.

CONCLUDING REMABKS

These Programs have attempted to solve the manpower crisis in health by
retraining talented individuals both professional and non-professional who have
been attracted to these programs. These individuals have been able to gain

-meagingful experience and expertise in the delivery of comprehensive health
services, particularly to children.

Termination of these projects wilt mean that these now talented and vibrant
individuals will return to the less meaningful professional and ancillary ventures
that they came from. .]fr. Chairman, our Association invites your Committee
members to visit om"w'rograms. There you will sense the enthusiasm of health
workers, you will perceive the vitality of concerned people, you will feel the
hope and well being of patients, you will sense an atmosphere of excitement and
creativity, and-you will witness quality health care.

Gentlemen, what this Nation needs most Is people who care. We speak of a
health care crisis in America. Our emphasis has been on "health". Our crisis is
not so much In "health" as in terms of "caring", in terms of developing a cadre
of professionals who truly care for the people they serve.

Termination of the Projects will mean that both professionals and recipients
will feel penalized for caring. Already there have been professionals who have
left these projects feeling that- those in positions of power and authority do
not cfre. The history of your Committee has shown that you do care, but the
staff and patients in these Programs are asking that you show your care im-
mediately by extending these Projects.

Termination of these Projects means that the children and youth in our
various communities decide again that they have no friends in the Establifth-
ment and will return to anti-social behavior, Juvenile delinquency, poor health
habits, sickness, and the cycle of poverty.

Without question, the need Is critical, the evidence is in, the facts are avail-
able for the reading. In a sense,. the question becomes--is this just another

72-53 O- 72 -pL 6 -- 36
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great Idea and a noble demonstration In the graveyard of the health field? Or,
is it one that has proven itself to become-expanded and extended as a prototype
for millions more of our children.

SUMMARY

1. We endorse amending H.R. 1 to include S. 2185 and H.R. 8799 with full
funding. Continued federal funding for the special Projects has the endorsement
among others of the American Academy of Pediatrics, the American College of
Obstetricians and Gynecologists, the American Medical Association, and the
National Association for Retarded Children;

2. We advocate not destroying a crucial element of our health system to
mothers, Infants, children, and teenagers that works. Both Children and Youth
and Maternity and Infant Care Projects have been the most effective publicly
supported health care programs developed over the last 30 years;

8. We feel that these Projects are the framework upon which to build a
national health plan and that mothers and children should be of the highest
priority in an.ueh plan;

4. We empliazize that Children aud Youth and Maternity and Infant Care
Projects are economical, that they have demonstrated the efficacy of compre-
hensive services, that they have trained new personnel and thereby- have had
a major impact on professionals and recipients, and that they have developed
a quality system of health care that is sensitive to the npeds of people; and,

5. We feel that extension of these Projects until 1977 is critical. An extension
of these Projects for only an additional year woul? be demoralizing and would
be the first step to the ultimate death of these Programs.

I would like to express my appreciation to this Committee for the opportunity
to present this testimony. The leadership of this Committee has traditionally
provided wise direction and support for health and welfare programs for children
throughout this Nation. We are confident that his leadership will be maintained.

STATEMENT OF THE AMERICAN PHARMACEUTICAl, ASOIuATION

The American Pharmaceutical Association, the national professional society of
pharmacists, representing 52,000 practicing pharpaacists, pharmaceutical educa-
tors, scientists and pharmacy students, presents the following comments in sup.
port of Amendment 464 to H.R. 1.

The American Pharmaceutical Association has long supported efforts in Con-
gress to include In federally sponsored health programs pharmaceutical services
to non-hospitalized patients. We urge the Committee to adopt Amendment 464
to add such benefits to Medicare under Title XVIII of the Social Security Act.
This amendment would expand prescription drug benefits to include non-hos-
pitalized patients while providing a more rational basis for drug product selec-
tion by physicians and a more equitable basis for reimbursement for comprehen-
sive pharmaceutical service. I

When Congress enacted the Medicare program In 1965, no one doubted the
necessity for Including prescribed drug costs for hospitalized patients. It was
recognized as futile to put patients in hospitals without providing for their
full recovery through necessary treatment. Yet, some apparently believed, and
have continued to believe, that a distinction can be made In the case of the
non-hospitalized patient. The result under Medicare Is that the program pays
for q non-hospitalized beneficiary's examination and diagnosis by a medical
practitioner,. but if the individual does not have the financial resources with
which to obtain required medication, he may be forced to go without It. The
result is that some elderly patients are unnecessarily hospitalized sb that they
can receive the pharmaceutical service they require. More often, the health of
the elderly patient deteriorates, beacuse of the lack of pharmaceutical service,
to the point that prolonged hospitalization-the most expensive component of
health care-becomes necessary.

After six years of experience under Medicare, the time has come to correct
this obvious mistake. APhA takeS the position without reservation that the
providing of comprehensive pharmaceutical service to non-hospitalized Medi-
care patients Is an absolute requirement if they are to receive comprehensive
health care. This isn't Just our opinion.
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In May of 1967, at the direction of President Johnson, HEW Secretary Gardxer
.established the HEW Task Force on Prescription Drugs. This Task Force Wa*Cs
charged with the responsibility- for studying the question of adding an out-of-
hospital prescription drug benefit to the Medicare program. Two years later,
on February 7, 1969, the final report of the Task Force was presented to then
Secretary Finch. The essential conclusion of theTask Force flowing from its
exhaustive study was that an out-of-hospital prescription drug benefit could
and should be added to the Medicare program.
In March of 1969, Secretary Finch named a 17 -member "blue ribbon com

mittee," under the Chairmanship of Professor John P. Dunlop of Harvard Uni-
versity, to review the findings and recommendations of the HEW Task Force.
This Committee concurred in the basic findings and conclusions of the Task
Force.

Despite the in-depth studies of the Task Force and the careful review of the
Dunlop Committee, yet another committee to-revtew-the question was appointed
by the Secretary of HEW. This committee, under the Chairmanship of Mr.
Walter J. McNerney, President of the Blue Cross Association, added its support
to the work and conclusion of the Task Force. Finally, the report of the 1971
Advisory Council on Social Security (the Flemming report) also recommended
expansion of the Medicare program to include coverage of out-of-hospital pre-
scription drugs.

These recommendations have received substantial bi-partisan Congressional
support. Senator Montoya and Representative Obey both with numerous co-

-- sponsors have Introduced bills (S. 936 and H.R. 2355) which have wide support.
We believe that Congressional concern regarding the cost of the program has
been the prime reason why Congress has not adopted these proposals to date.
We are convinced, however, that It is possible to provide the necessary pharma-
ceutical service benefits with reasonable and controlled cost&

According to a recent HEW report, in 1970, 17 cents of every dollar spent for
health care was for drugs and appliances. The total national bill for these items
in that year was $11 billion. The Raymond E. Gosselin Company, .which spe-
cializes in statistical reporting on drug distribution, reports that only approxi-
mately eight cents out of every health dollar, for a total of approximately $5.1
billion, was spent in 1970 for prescription drugs by all non-hospitalized patients.
In 1967, according to the HFEW Task Force, only slightly over $1 billion was
spent by the elderly for. prescription drugs. Any Increases in expenditures under
Medicare must be reduced by savings in hospital and other costs

Much attention in health care circles is being devoted to the subject of
"rational prescribing," i.e., providing the right amount of the right drug for
the right patient at the right time. With proper drug utilization review programs
including pharmacy participation and expertise, we believe that substantial
improvement in prescribing practices and reduction in the cost of drugs pre-
scribed can be achieved. The objective would be to achieve the greater possible
value for each penny of the taxpayer's dollar devoted to drugs and pharma-
ceutical service. .

The Lilly Digest reports that in 1970, the average prescription charge In the
United States was $4.06. Of this figure, more than 50 percent is attributable
to the acquisition cost of the drug product dispensed. We believe that drug product
costs are often artificially inflated due to a lack of meaningful price competition
among manufacturers of prescription drug products. This situation can be cor-
rected by adopting the formulary system proposed iq Amendment 464.

,The medical community has long recognized that the proper use of a formulary
system can result in rational prescribing on quality medical treatment within
necessary cost control standards. Formulary use is not a unique concept in the
United States. Currently, there are at least thirteen states which utilize a cost
control formulary in their prescription drug programs. These state formularies
have been developed on the basis of recommendations by expert committees of
pharmacists, physicians and-other health care professionals.

The federal government has also adopted and achieved significant success lia
many of their programs utilizing the formulary concept. Formularies have been
approved and are used by all military services, Neighborhpod Health Centers
operating under Office of Economic Opportunity grants and° the Public Health
Service to name a few.

The formulary system has been readily adopted and accepted by most Ameri-
can hospitals, including those nt major universities and medical center hospitals.
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The American Pharmaceutical .Association has long supported the concept of
formulary utilization APhA has concurred in and supported the conclusion of
the Task Force on Prescription Drugs that formulary use is and has been asso-
elated with the highest quality medical care. The final report further stated that
although the use of a formulary was not in and of itself a guarantee of high
quality medical care, rational prescribing, effective utilization review and cost
control would be difficult to achieve without one.

Amendment 464 would remove from the political arena the highly contro-
versial issues of quality versus cost and brand name versus generic name drug
products. By placing resolution of these issues in the hands of a highly qualified
Formulary Committee within the Department of Health, Education and Wel-
fare, it assures that the highest quality drug products will be provided at the
lowest possible cost consistent with high quality health care.

As proposed, the Formulary Committee will have direct control over the cost
of those prescription items which are dispensed to Medicare beneficiaries. If a
drug product or biological falls without the defined standard cost guidelines, the
claim will hot be eligible for reimbursement. .

Manufacturers of pharmaceutical drug products, as a condition of inclusion
of their drug product within the formulary, may be required to provide complete
data regarding the performance of their drug product& Once the Formulary
Committee has the essential pharmacological and financial data, it will be able
to rationally select drugs to be used within the program at most reasonable
costs. Thus; acceptable quality and reasonable cost would be the basic test for
admission of any drug product to the list of those eligible for federal financial
support. Once a drug product has attained Formulary status, it is still subject
to stringent controls.

A prescription drug or biological may only be dispensed pursuant to a phy-
sician's prescription order or certification that it is a lifesaving entity, to- be
self-administered by the patient when not in a hospital or extended care facility.
Further, it must be dispensed by a pharmacist at predetermined cost. The pdtient
co-payment provision reduces still further the program's costs and should act
to control utilization.

This system of therapeutic and economic checks assure maximum patient
protection from drug overuse while protecting expenditures from uncontrolled
program costs.

The American Pharmaceutical Association supports the pharmix'ist reimburse-
ment system utlized in the determination of the maximum allowable cost for
a prescription drug. It is well designed to compensate the pharmacist for the pro-
fessional service provided to the patient and afford him an equitable return of
his educational and capital investment. Under this approach, taxpayers are not
placed in the position of subsidizing uneconomical operations. Fees are deter-
mined solely on the basis of their relation to the provision of the pharmaceutical
service to the patient. We believe that this concept promotes efficient and eco-
nomical professional service while providing high quality patient care at low
government cost.

In summary. APhA supports Amendment 464 to provide the much needed ex-
pansion of prescription drug benefits which has long -been neglected by the
Medicare program.

Amendment 464 provides a rational approach to informed drug product selec-
tion and utilization through the use of a formulary while assuring that high
quality medical care is provided t low cost to the government.

Amendment 44 additionally provides equitable reimbursement for pharmacists
for their professional services while guaranteeing that the patient receives the
most comprehensive pharmaceutical service available.

-" FAMimY SEavxcE AssociATroN or AunimA,

New York, N.Y.

STATEMENT OF PsITIoN ON H.R. 4 TO U.S. SENATE CoMMiTm ON FINANCE

I am Clark W. Blackburn, General Director of Family Service Asociation of
America. I am here today to represent the Executive Committee of the Board of
Directors and the professional staff of the Association on HR 1, the 1971 Social
Security Amendments. Family Service Association of America is a federation of
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more than 830 autonomous voluntary Family Service Agencies located through-
out the country.

The training, experience, and value system on which FISAA and our Member
Agencies base our purposes and programs have shown us that to help people,
whether in meeting their concrete or their emotional needs, programs must en-
hance rather than undermine the individual's %elf-respect and self-confidence.

* Our long experience in providing counseling and other family support services
to troubled families from all walks of life qualifies us to speak on public policies
that affect the strength, structure, and quality of family life.

Public Welfare represents society's commitment to provide the basic necessities
for life, health, and decency to those among us who are unable to provide for
themselves. FSAA has consistently supported a strong public welfare system
based on the dignity and worth of every human being. We share with many
others a deep concern that the present welfare systems-lainadequate to solve
the problems of those individuals in need or to fulfill the responsibillties'of a
wealthy nation for those citizens caught in the toils of a highly industrialized,
complex society.

Family Service Association of 'America strongly urges reform of the welfare
system to incorporate the principles of a Federal income floor below which no
family or Individual would ha ve to exist, Incentives and opportunities for ade-
quate self-support, and equitable provision for anyone incapable of such self-
support.

The Administration is commended for bringing the need for welfare reform to
the public attention through the proposed Amendments to the Social Security
Act. The Senate Committee on Finance Is commended for giving this measure the
thoughtful consideration it must have and for holding public hearings that give
opportunity for many different opinions to be expressed before taking final action.

The Executive Committee and the professional staff of FSAA have given very
careful study to the Bill and the conditions in our country today related to pub-
lic welfare programs and their beneficiaries, and have taken the position that
we must oppose HR 1 in its present form and as it may be altered by Amendment
#559 or any others presently proposed. We urge that this Committee also reject
HR I and instead take leadership in offering another approach to welfare reform
for the long run. PSAA will wholeheartedly support measures to provide immedi-
ate relief for the financial difficulties of the various states so that they will be
able to maintain their public welfare responsibilities despite increased costs.

The remarks that follow summarize our thinking about what is needed to re-
form the welfare system and our reasons for concluding that HR I will not
solve the problems.

Family Service Asslwatlon of America strongly supports a welfare system that
IncorpOrates the following provisions:

FSAA supports full Federal financing and administration of public assistance.
FSAA supports public assistance granted on .the basis of current need without

categorization that excludes some people-childless couples and single Individuals
under 65 for example. Methods of determining eligibility abiould be simple, equi-
table, and protective of self-respect.

FSAA supports public assistance giants at levels that keep recipients above the
poverty line ($4000 for a family of 4 in 1971). Provision for emergencies, over-
whelming disaster, and special need should be available.

FSAA supports the provision of. work incentives and the removal of barriers
to employment. *FSAA believes such incentives Include the following pnd should
be incorporated in legislation for welfare reform and for related programs in the
public interest .

When sufficient work is not available for all able-bodied adults who are willing,
competent, and seeking work, the Federal government should create enough pub-
lic service jobs to meet the need.

No one who works full time all year should earn less than $4000 a year. There
should be Federal responsibility for supplemental assistance to the working poor
to the level of BLS Low Living Standard. The system should include main-
tenance of income for seasonal workers when employment is not available.
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Education and training for developing marketable skills and for learning new
skills when old ones have become obsolete must be universally and realisticaly
available.

Discrimination on any basis In. wage rates, job access% and educational op-
portunity: must be fully eradicated.

Since good health Is a basic requisite to maintain earning capacity, effective
provision of medical care, including rehabilitation services and prevention of ill-
ness and disability, and an effective national health insurance program are
essential.

High quality substitute care for children should be readily available to all
mothers who choose to work outside their homes. No mother should be required
to leave her home for work if she believes it is not in the best interests of her
children.

Accessibility to Jobs, health, education, and social services through adequate
transportation at reasonable cost for all people should be provided.

A wide variety of social services intended to assist the Individual and the
family in solving problems and Improving functioning In all areas should be uni-
versally available. Services do not and should not substitute for adequate cash
income, but must be considered essential supportive mechanisms in any effective
welfare system. Utilization of social services should be voluntary and not re-
quiired for receipt of cash benefits.

Rights of beneficiaries should be fully and explicitly protected. Qualifications
for eligibility to assistance and rights of recipients should be publicized in all
effective ways.
Position on title I.-Amendments to the Federal old age, survivors and disability

insurance program
'FSAA strongly supports the amendments included In this section of HR 1

since they strengthen the role of social insurance in providing Income security
by Improving the level of benefits and liberalizing eliglbility. Since we hope for
a reduction in the need for public welfare to provide income security, we-look
forward to the extension of social insurance to cover presently uncovered risks,
to increase the number of persons covered by insurance programs, and to raise
the level of benefits, and we believe that Title I takes some important steps for-
ward in these directions. We urge the Congress to continue to explore ways of
strengthening this program in the future. Since we are opposing HR 1, we would
urge that this title be reintroduced independently and be passed promptly by
Congress.
Position on itle If.-Improvements in administration of health programs

FSAA strongly supports the intent of this Title to improve the operating ef-
fectiveness of Medicare, Medicaid, and the Maternal and Child Health Services.
We recognize the difficulty of assuring efficient and economical "operation of
health services while simultaneously protecting quality of service.

sincee we believe good health is a basic requisite to maintain earning capacity
and since poor health is both a cause and a result of poverty, comprehensive
health services and good medical care are another effective means of reducing
the need for a vast public welfare system. We therefore cannot support changes in
the law that will 1) restrict eligibility too greatly, 2) impose charges on recipi-
ents (who by definition have no leeway In their incomes to meet such charges
and so must either be deterred from seeking deefrable medical care or suffer even
more deprivation in meager food, clothing, and housing budgets), 8) narrow the
scope of covered services. We specially regret elimination of the requirement that
4l states have in effect by 1977 a comprehensive Medicaid program and, in
the provisions relating to Medicare, the elimination of a requirement for social
services In extended-care facilities. It Is our observation that social services'are
particularly useful to patients In such facilities.

PSAA suggests that the Congres consider a new approach to the matters
covered by Tile 1I.

*.

C J&
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Poition on Title 11.-Assistance for the needy aged, blind and disabled
FSAA strongly supports a Federally financed and administered program for

the needy aged, blind and disabled with a Federally determined floor and uni-
form eligibility conditionS. We also strongly support administration of such a
program by the Social Security Administration.

We urge that the level of the Federal minimum be brought up quickly at least
to the official poverty line and eventually to the Bureau of Labor Statistics Low
LAving Standard. We also urge that pending achievement of a higher Federal
level of benefits, states be required to supplement at least to their June, 1971 level
of grants, including the cash value of thd food stamps bonus. To insure that
states can meet this requirement -there should be Federal participation in the
costs ,of such supplementation.

We do Aot see the necessity of substituting a quarterly review of eligibility
for the current annual review of this group of recipients whose need is by defini-
tion of a long-term nature and whose circumstances are not likely to improve.
Such frequent -review is costly and time-consuming, and in our opinion constitutes
unnecessary harassment and demeanment of these most vulnerable citizens.

We recommend to the Committee that the positive features of -this Title be
retained in a future plan for welfare reform.
Position on Title IV and Title V.-Family Assistance Plan (FAP), Opportunities

for Famflies (OFF)
While FSAA supports the principles of 1) Federally financed and administered

assistance payments with nationally uniform eligibility requirements, 2) the
supplementation of earnings of those whose efforts at self support yield too little
income, and 3) the objective of encouraging and facilitating self support when
possible, we do not find the actual provisions of these Titles achieving any of
these goals to any effective degree. We do find the proposed system more complex
than the existing system, with greatly Increased administrative costs. The de-
tailed controls imposed on the lives of recipients reflect a general attitude of
mistrust and blame for their situation to be placed squarely on the people them-
selves without any consideration of the realities of our society. Therefore, we
strongly urge that Titles IV and V be stricken in their entirety from HR 1. We
also strongly urge that the Congress and the Administration take a wholly new
look at the welfare system, depending much more widely on the opinions and
recommendations of organizations and individuals experienced in the delivery
and consumption of services in the field of human services, voluntary as well as
governmental, In developing an equitable, humane plan that will serve our people
well and restore some measure of our faith and pride in this powerful and affluent
nation.

The following Family Service Agencies have requested that the U.S. Senate
Finance Committee be advised that they also concur In the foregoing statement:

Northern Virginia Family Service, Falls Church, Virginia.
Jewish Family fgervice, Philadelphia, Pennsylvania.
Family Services, Inc., Winston-Salem, North Carolina.
Family Service Bureau of Newark, New Jersey, Newark, New Jersey.
Family Service of Philadelphia, Philadelphia, Pennsylvania.
Jewish Family Service, New York, New York.
Family Service of Rochester, Inc., Rochester, New York.
The following individual wishes to, associate himself with the foregoing

statement:
.. B. Brannen, Executive Director Family Service of Amarlllo,Texas, Amarillo,

Texas.

SUMMARY OF STATEMENT OF AMuERCAN AssooIATIOF or BLOOD BANKS (AABB)

1. The motivation and recruitment of sufficient voluntary blood donors to keep
pace with the increasing demand for blood Is the main problem facing blood
banks today. In a naliI"-,f over 200 million people, with more than 100 million
individuals qualified tot gi Ilin)u, only 3% of hit'eligible population are blooddonors.
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2. Recent studies Indicate that blood from commercial sources is 10 times more
likely to transmit hepatitis through blood transfusions than from blood obtained
from voluntary donors.

3. 'lhe Hepatitis Associated Antigen Test for the identification of blood that
may De -a-carrier of serutn helmtitis is estimAted to be only 20-30% effective.

4. 'The public expects blood to be--available and safe when needed for trans-
u Alon. To meet the-increasing demand for quality blood, banks must -get more

voifintary donors.-'Blood Is only available because of another individual's will-
ingness to give.

5. Throughout the United States non-profit blood banks offer to individuals,
families and groups, blood assurance programs which will cover their blood
and blood component requirements for a period of a year or more through volun-
tary blood donations. a I

0. To nourish voluntary replacement of blood, most blood banks place a mone-
tary value on the blood itself-a blood replacement or blood deposit fee. This
fee is kept relatively high, not to provide greater income for blood banks, but

--- to provide a strong incentive to patients to seek blood donors. When blood re-
placements are made, or previously established credits are released in the pa-
tient's name, the fee is refunded or credited to the patient's account.

7. It is imperative that positive efforts be made to encourage voluntary blood
donations in advance of need (predeposit and blood assurance programs), and
to retain the moral and financial obligation. for patients to replace blood they
receive with blood, not dollars.

8. Blood banks cannot transfuse dollars. Monetary payment of the blood re-
~ ,placement fee by private health insurance or the Government indirectly forces

blood banks to turn to the use of paid donors or commercial blood sources in
many communities.

9. Providing payment for blood and components under any proposed National
Health Insurance plan will result in the increased use of commercial blood and

* the associated risk of increased hepatitis.
10. The AABB urges the Government's support in preserving the principle of

* voluntary blood replacements, and strongly recommends that the payment for
blod itself (replacement fee) and for blood components not be included in any
National Insurance legislation.

11. The AABB urges the Senate Finance Committee to continue the blood
deductible provision of Medicare and to consider the extension of this deductible
provision to Medicaid.

STATEMENT

INTRODUCTION

The American Association of Blood Banks (AABB) is a non-profit medical
professional organization with a membership of over 5000 including hospital and
community blood banks and transfusion services throughout the United States,
as well as physicians and other individuals closely allied to the field. It is the
largest national organization devoted exclusively to blood banking.

Member institutions of the AABB collect more than half of the nation's total
blood needs, and these facilities report a combined annual blood usage of more
than 6 million units of.blood and blood derivatives.

The AABB as well as the American Red Cross, the American Medical Associa-
tion, American Hospital Association, College of American Pathologists and others,
support the concept of voluntary blood donations from persons to replace blood
used by a relative r friend; to establish protection against future blood needs
for themselves and their families, or to fulfill a community responsibility.

ME)IOAME

The original Medicare Bill (Title 1, HR. 1) was amended to provide for a
deductible in an amount equal to the cost of the first three pints of whole blood
furnished for an individual during a spell of illness. As stated in the Report of
the Ways and Means Committee (House Report No. 218, 89th Congress, First
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--- 45lyi-tlifi-&ductbLekpivison was Included "in the interest of the voluntary

blood replacement programs h ncoutragedn toons-o bloo-b-Y. i'biiyw _ _ng_-

charges for blood which the patient arranges to replace."
The blood deductible provision of the Social Security Act was subsequently

amended by Public Law 90-248, 90th Congress, January 1968, to provide for a
deduction equal to the first three pints of whole blood or equiralcnt quantities of
packed red blood cells.

This recognized that important blood components are only derived from whole
blood. Most hospitals and community blood banks also place a monetary incen-
tive or replacement fee on blood components to encourage patients to seek re-
placement donors since the fee is refunded or credited to the patient's account
upon receipt of theblood donation (s).

BLOOD DONOR INCENTIVE

The payment for whole blood or -blood components removes the responsibility
from the .patient to recruit replacement donors from among their family or
friends. Since you cannot transfuse dollars, payment makes blood banks more de-
pendent on -paid donors or commercial sources of blood to supplement their re-
quirements. Such a trend does not assure a safe, adequate and economical blood
supply and is detrimental to the public interest.

The services provided by blood banks are unique since people are the only
source of human blood and the blood banks must depend on the willingness of
individuals to give blood to meet the needs of patients requiring transfusions.
Although blood may Pe paid for, payment cannot assure that blood will lie avail-
able when required unless sufficient incentive is provided for individuals to make
blood donations. It was for this purpose that the AABB developed the enclosed
brochure "Supply, Demand and Human Life", which you will note is endorsed
by the Public Health Service, Department of Health, Education and Welfare.

The need for blood in the United States is increasing at the rate of 10-12
percent a year and there is-a need for more voluntary blood donors. While
patients covered by the Social Security Act may themselves be ineligible to give
blood, it should be remembered that the majority have families or friends who
are eligible, or often belong to business, fraternal or social groups which main-
tain donor club accounts with various blood banks. Also, through the mechanism
of the AABB National Clearinghouse Program, replacements can be recruited
anywhere in the United States to transfer to the patient's account,

DONOR MOTIVATION AND RECRUITMENT

The motivation and recruitment of sufficient voluntary donors to keep pace
with the increasing demand for blood is the principal problem facing blood banks
today. More than 7 million units of blood are required annually to meet the na-
tion's blood requirements. Yet in a nation of over 200 million people with more
than 100 million individuals qualified to give blood, only 3% of the eligible
population are blood donors. It Is obvious that not enough people are motivated
to give blood.

USE OF COMMERCIAL BLOOD AND PAID DONORS,

Within the last year, a great deal has been written about bad practices in
blood banking, particularly with respect to commercial blood banks and the
inherent risks of using paid donors.

Recent studies have indicated that it Js 10 times more likely to transmit
hepatitis through blood transfusions provided by blood from commercial sources
than from blood obtained from voluntary donors. Commercial blood programs
attract donors from a population composed largely of people living on marginal
incomes or less, and who generally live in crowded slum areas where addiction to
alcohol and drugs are common environmental problems. Such individuals are
far more likely to become exposed to hepatitis, and to lie about tMeir m,,dlal con-



3300

ditlon to collect the payment of $5, $10 or more for their blood, than a voluntary
blood donor.

Although a test for hepatitis -known as the Hepatitis Associqted Antigen is
now being used routinely-in all blood banks, the sensitivity of this test is estl-
mated to lie only 2G-30% effective. This test reduces the possibility of using In-
fecited blo(d, but far from eliminates the problems associated with the use of
paid donors.

It Is estimated that 15-20% of the blood used in the United States is obtained
from commercial sources; in some parts of the country, the percentage is as high
as 50o. In Washington, D. C., there was a commercial blood bank which drew
blood from paid donors locally and shipped It to Chicago for use. (T'ie needs of
Washington hospitals are provided by the Washington Regional Red Cross Blood
Center, and by hospital blood banks which are affiliated with the non-profit
Metropolitan Washington Blood Banks program.) ,

Tbe Chicago Tribune recently ran a series of articles focussing on commer-
cialism and other bad blood banking practices. Because the news media is in-.
creasingly bringing these problems to the attention of the public, several bills
have been introduced into the current Congress with the sincere aim of discour-
aging commercialism in blood banking. The problem, however, will not be solved
until sufloient blood can be obtained from voluntary donors to meet the nation's
total blood needs. %

VOLUNTARY DONOR CONCEPT

The two principal organizations in the United States which collect blood
from voluntary donors are the American Association of Blood Banks with its
more than 1500 hospital and community blood banukjpebers, and the American
National Red Cross, which among its other activities, operates 59 regional blood
centers. The two organizations each collect about half of the blood used In the
United State&

The Government alo has been a strong supporter of encouraging the voluntary
donation of blood. For the past two years the Congress has passed a Joint resolu-
tion to have the President proclaim January as "NationAl Blood Donor Month."
"Giving Blood Saves Lives" was one of the last commemorative appeals of the
U.S. Post Office Department. Over 135 million of these commemorative stamps
were sold. Its purpose was to encourage more generosity from the 100 million
potential donors of blood.

VOLUNTARY BLOOD REPLACEMENTS

Blood is only available because of another individual's willingness to give. It
is imperative, therefore, that positive efforts be made to encourage voluntary
blood donations in advance of need, and to retain the moral and financial obliga-
tion for patients to replace blood they receive with blood, not dollars.

To nourish the voluntary replacement of blood provided for transfusion, most
blood banks place a monetary value on the blood itself-a blood replacement
or blood deposit fee. This fee is kept relatively high, not to provide greater income
to blood banks, but to provide a strong incentive to patients to seek blood donors.
This fee is refunded or credited to the patient's account when blood replacements
have been made or previously established blood credits have been released in the
patient's hnam6. A replacement fee is not charged within the ARC Blood Program;
however, many Individuals give to their local Red Cross centers to replace blood
provided to friends and relatives becat.se the transfusingoi iai e, a
blood replacement fee.

PAYMENT FOB BLOOD ITSELF

There are an Increasing number of companies that provide private .health
insurance plans which include payment for the blood itself (the replacement fee)
In addition to blood bank and hospital fees stemming from the cost of processing



and transfosing blood. The latter are legitimate cost expenses which should be
provided for by health Insurance. Payment of the blood replacement fee, however,
-defeats the very purpose for which It was established. This means that instead -

of voluntary blood replacements, blood banks receive monetary payment from
insurance companies. Blood banks cannot transfuse dollars. Such insurance plans,
therefore, indirectly force blood banks to turn to the use of paid donors or coi-
mercial somre in order to n)aintain adequate blood supplies to meet the need
of patleblts in many communities.

NATIONAL HEALTH INSURANCE "

A number of bills introduced on National Health Insuranoe provide for the
paynent of all blood and blood components used. Other bills provide for a limited
deduction for whole blood and red blood cells.

As with private health plans that pay for the blood itself, such plans will
foster the "buying and selling" of blood and "dry up" the voluntary blood supply.
Providing for 4;he payment of blood and blood components under National Health
Insurance can only result in the increased use of commerciAl blood and the asso-
citted increased hepatitis risk by eliminating the patient's financial incentive to
solicit blood donation replacements from his friends and relatives.

The Association strongly recommends, therefore, that the payment for blood
itself (replacement fee) or fo* blood components tot be included in any National
Health Inauranoe legislation, in order that patients receftqng blood can be held
responsible to obtain voluntary donors to replace the blood or components they
Use.

A moral Issue also is involved. Blood is living human tissue, and blood trans-
fusions constituted the first successful transplants. As such, blood should not be
bought and sold. With each advance In transplant surgery, It becomes-more mean- -
ingful and more necessary for all of us to defend this principal. If this is not
done, we may see price tags on hearts, kidneys, lungs, and other parts of the
human body.

To meet the increasing demand for quality blood, the voluntary donor concept . -
for blood must be preserved. To do this, we need a concerted nationwide effort
of individuals and organizations involved in blood banking, as well as the cooper-

°ation of business, industry, labor unions, health professionals and the Govern.
ment. It is with this goal in mind that the A&BB recently announced a massive
public education program to increase voluntary blood donations for the benefit
of blood banks thrDughout the nation.

We recognize the fact~thit-It is not the role of the Congress to legislate moral-
ity. Conversely, the Government does not have the right to impose on its citizens
legislation that would erode the quality of medical care. The public expects
blood to be available and safe when needed for transfusions. Hepatitis is a
serious illness anytime a person contracts It. But if a patient gOts hepatitis from
a trasfusion of bad blood, it can be fatal. If blood Is to be safe, blood banks must
get more volunteer donors.

All of us should have a personal commitment to a strong voluntary blood pro-
gram, for from birth to death we never know when one of us may need a blood
transfusion, be it for one unit or 50 or more units. When we are in good health,
we should demonstrate our concern for others by giving blood ourselves and by

* encouraging others to make voluntary blood donations.
The Senate Finance Committee is respectfully requested to support the con-

tlnaton-of the voluntary donor concept which is the backbone of blood bank-
Ing as we know it today and the continuation under Medicare, and extension of
the present legislation regarding blood deductibles to Medicaid. Such actions
will result In more blood as well as minimizing the risk of transfusion hepatitis
and in a financial savings to the Government.
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WILL BLOOD BE AVAILABLE
WHEN YOU NEED IT?

The next person to need blood could be youl
You may use 20 pints. You may use two. Re-
gardless, youtrnred is just as great.

If you believe that your immediate need
for blood is remote, consider that each and
every day more than 13,000 units of blood
are transfused In the United States-nearly
6,000,000 units per year.IThe demand for blood increases, yet it
Is estimated that the annual blood require-
ments of the nation are provided by less
than 3% of the eligible donor population of
the United States-approximately 3,000,000
donors.

The nature of blood is such that it must
be transfused in its whole state within 21
days after being drawn, and the blood given
to a patient must be compatible with his
own blood group anI type.

Unless more people become donors, the
supply will not keep pace with the growing
demand for blood. Someday your life6-may
depend on its availability.

To aam that blood will be there when
you need it, give blood now and encourage
others to become voluntary blood donors.

Artist Charte Lewls use the symbol of a patient's out-
stretched am seetkik tfsaevis blood to deoplt the great
need throughout the United States for more voluntary
blood doors.
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BLOOD BANKS
A blood bank is a medical facility which
draws. process, stores and distributes hu-
man whole bibod and its derivatives. Some
blood banks also perform other services and
administer blood transfusions.

Hospital blood banks are self-operated and
function primarily to meet the blood needs
of their own patients. Many hospital banks
depend on. other facilities to supplement
their blood supplies.

Community blood banks are usually lo-
cally organized and operated to serve the
blood needs of a majority or all hospitals in
a community.

Most hospital and community banks are
members of the American Association of
Blood Banks. These banks supply about half
of the blood used each year in the United
States. The other half comes from regional
blood centers of the American National Red
Cross. A very small percentage of blood Is
supplied by commercial banks. which are
F privately owned. With the exception of the
matter, most blood banks are nonprofit and

depend primarily on voluntary blood donors.
Through a.National Clearinghouse Pro-

gram of the Amei4ii-4"AW~tffattbh-6f Blood
Banks and a reciprocal agreement between
the AABB and the American National Red
Cross. banks can exchange supplies from
one area to another to balance blood sur-
pluses or shortages. The clearinghouse pro.
gram also enables a blood donor to replace
blood for a patient receiving a transfusion
In most any area of the country. For example,
you can donate a unit of blood in Hawaii for
someone undergoing surgery in New York
and have the credit transferred through the
program to the patient's account.

These facilities operate to protect you
against the unexpected. Support your local
bank by lvla blood

THE VOLUNTARY DONOR
You cannot put a price tag on the life of
someone you love. Money, the best medical
skills and all the newest;.most spectacular
drugs often are not enough to save a life
without the gift of blood which can only
come from another human being.

Most banks obtain blood from persons
who give voluntarily to replace blood used
by a relative or friend, to establish protec-
tion against future blood needs for them-
selves and their families, or to fulfill a
community responsibility. Some banks also
obtain blood from paid donors. A few
banks sponsor plans which provide future
blood protection for an annual blood dona-
tion or cash premium. Cash payments, how-t
ever, cannot assure a safe, adequate and
economical supply. Therefore, the-volun-
tory blood donor is still considered the
backbone of blood banking today.

The following organizations know the
importance of voluntary donations and
urge healthy pepple to be blood donors:

American Association of Blood Banks
American Hoepital Association
American Medical Association
American National Red Cos
Blue Cross Association
Health Insurance Council
National Association of ilu Shleld Plans
Public Health Servie, U.S. Department of

Health, Education and Welfare.

a *

J - L0 0
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WHAT IS BLOOD AND-
WHY IS IT SO IMPORTANT?
Blood can do wonderful things. It is com-
posed of trillions of Hny cells iuspended
in a watery nuid called plasma. Red cells
carry-_oxygen frbm.the lungs to all parts
of the body. White cell fight off disease
and infection. Platelets help blood to clot
when bleeding occurs. The plasma also
contains proteins, required to control
bleeding, and other essential materials.

To fully meet the needs of physicians
andcasurgeons. blood of every group and.
type must be available at all times. Donors
often respond when there is a special
need or emergency. But blood banks de-
pend much more on donors who ore will-
ing to give to meet day-by-day blood
needs. Banks throughout the country must
rely on a constant stream of donors to
keep a "river of blood" flowing each day.

No substitute for blood has ever been
developed. The only source Is still the hu-
man body. As long as blood cannot be
manufactured, blood banks must depend
upon people like you to assure an ade-
quate blood supply.

GIVING IS SAFE AND SIMPLE
Nature makes it easy to give blood. An
average person-has about 10 to 12 pints
in his body. A normal donation is about
one pint. Medical authorities say that dci-
nating a unit of blood quickly stimulates
a healthy person's bone marrow and his

..bloA.ount is as normal after the dona-
tion as before.

Under medical supervision, the collec-
tion of blood is made by a medical tech-
nologist, or a nurse. The procedure is
simple and safe. The entire process takes
less than an hour.

After you have given blood, you receive
a card which lists your blood group and
Rh type. This is important as the blood
of every human being is almost as dis-
tinctive as his fingerprint.

The giving of blood cin be a satisfying
and rewarding experience for you.

.. .. . .0

DON'T WAIT-DON'A-TE !
Although most people have blood to share,
many are not blood donors because they
have not experienced the need for blood or
they are apprehensive about the needle.
However, millions of Individuals are living
today becqtuse of dohors who have overcome
their fears and realize the importance of giv-
ing blood. Blood donors are special people.

The need for blood increases daily. The
balance between supply, demand and human
life depends on blood donors. Your physician.
hospital or local blood bank can give you
more information and answer any questions
about blood and blood donations.

Make a date with your local blood bank
now. Don't wait-donatel

This brochure is made available
as a public service by the

AMERICAN ASSOCIATION OF BLOOD BANKS
30 Norlh Michigan Avenue

Chicago, Illinois 60602

k
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STATEMENT OF THE AMERICAN PODIATRY ASSOCIATION PRESENTED BY
ERNEST M. WEINER, D.P.M., PRESIDENT

INTRODUCTION

Mr Chairman and Members of the Committee: I am Dr. ErneSt M. Weiner,
President of the American Podiatry Association and a practicing podiatrist in
New York City. The American Podiatry Association is a voluntary, non-profit
organization, established in 1912 and composed of fifty-three (53) component
societies--one in each state, the District of Columbia, Puerto Rico, and a society /

for podiatrists in Federal Service.
The Social Security Amendments of 1965 and 1967 represented a significant

beginning by the Federal government to improve for the nation's aged and
'disadvantaged citizens the accessibility of needed health services; and though
health services available and delivered to these individuals have increased during
the last four years, questions of program efficiency and quality remain as over-
riding national. concerns.-
-The American Podiatry Association supported, and continues to support, the
principles embodied in Medicare and Medicaid; but the Association equally recog-
nizes and endorses the necessity for revisions in the law to hasten the attainment
of an essential national goal--comprehensive health services for all citizens
regardless of economic status. Certainly, the impetus H.R. 1 would give to pre-
paid group practice is among the more Important of the bill's major features.

In recognition of this necessary and challenging assignment, the American
Podiatry Association commends the Committee for its 1970 report, Medicare and
Medicaid, problems, issues, and alternatives. With few exceptions, the report's

' recommendations provide extensive and constructive guidance for remedying
many shortcomings of both Titles XVIII and XIX. And it is to the further credit
of the Committee that H.R. 1 embodies many of the same recommendations
Included In the Committee's staff report.

The American Podiatry Association is cognizant of the many.current program
weaknesses which H.R. 1 proposes to correct. But recognizing the Committee's
desire to conserve time and avoid repetitious testimony, I will Testrict my state-
ment to those-program areas which require mediall action if quality foot health
services are to continue to be efficiently delivered to the beneficiaries of both
Medicare and Medicaid.
'First, !owever, we would urge the Committee to consider"and remedy one-......

major flaw in H.R. 1, a bill which we generally support as both responsible and
constructive. I specifically reference the bill's repeal of the Medicaid provision
requiring states to have comprehensive Medicaid programs by 1977. In our
opinion, this provision should be retained as a meaningful goal toward which
society should strive to achieve, whether the mechanism be Medicaid as we
currently understand it, or an improved substitute. The American Podiatry As-
sociation: supports, as we know individual members of this committee support,
the desirability of- this goal. That it may require periodic postponement is one
thing; to eliminate It entirely Is at best regressive and repugnant to millions of
Americans who deserve and require Its benefits. Not omly do we encourage the
retention of thi essential aim, we urge that every effort be extended to attain
it prior to the conclusion of this decade.
Administrative Poilot Recommendations "

On the spec4flc subject of podiatrists' services, the American Podiatry Associa-
tion has devoted considerable time and, effort.to assure the meaningful par-
ticipation of podiatrists in-Ttle XVIII and XIX. Countless meetings with our
membership. carriers, and appropriate federal officials have been held to inter-
pret and clarify regulations, to resove misunderstanding, and to seek counsel
on specific problem areas, These productive experiences convincingly under-
score the vital importance of close cooperation among carriers, the Social
Security Administration, a ud podiatrists as we strive to accomplish mutual
objectives. And according to our podiatry carrier consultants, these relationships
could be made Even more productive if the Social Security Administration would
employ om a regular basls the services of consultant podiatrists; and, both the
,Health Insurance Benefits Advisory Council and the Medical assistancee Advisory
'Coutll had podiatrist representatives.

We are pleased that these recommendations have also attracted increased
interest at HIDW, as evidenced by the Medical Services Administration's appoint-
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ment of a podiatrist-consultant to advise MSA on the planning for and delivery
of podiatric services under Medicaid. We are coAnljdent that such policy, If
implemented in other federal health programs where podiatrists' services are
an important part, could immeasurably strengthen both the quality and effi-
ciency of important health services under public supported health insurance and
assistance programs. We are therefore hopeful that our specific recontmenfdations --

earlier advanced can be swiftly accomplished to achieve this objective.
Peer Review

We heartily endorse the Committee's recommendation to make peer review a
more effective instrument for evaluating the quality and efficiency of health care.
Sinqe 1960, the American Podiatry Association has formally engaged in peer
review activities in cooperation with carriers representing public and private
insurance programs. More recently, however, the Association has underwritten
a national indemnity plan for the protection of its peer review bodies in the
performance of their arrangements. To our knowledge, we are the only pro-
fessional association with such &n indemnity program. ThIl is in keeping with
our long standing objective to assure the highest quality podiatric care at the
most reasonable cost for all citizens.

In pursuit of this objective, our experiences during the past 12 years have
clearly revealed that, where peer review committee. and carriers 1vorkehand in
hand, quality and efficiency result, the interests of the public are fully prooteted,
problems are more readily detected, and remedial measures, when required, are
more effectively applied.

Conversely, however, where sucf a spirit of cooperation doesnotprevail, where
peer review is lacking or is viewed only as a "court of last resort" and not as
a bonafide preventive mechanism, the potential for abuse, indeed abuse itself,
sharply increases. Though quality cqre is the prmar? and moral responsibility
of the-concerned health professions, cooperation among all concerned parties--
patients, carriers, and providers of health care-is the most essential requisite
for any successful peer review program. In this regard, the absence of any
-federal guideline with respect to peer review activities under public supported
health programs has retarded the effectiveness of peer review. This problem
-must be-overcome. And we urge HEW-in cooperation with the cp-ncerned health
profeasions-to develop and implement'meaningful guideline to improve the
effectiveness of peer review.

We are aware that there have been abuses of both the Medicare and Medicaid
programs. And where the evidence has been justified, our component societies
'have taken prompt and effective action in response to these circumstances. We
seek to cooperate at all times with all concerned parties to assure the delivery
of high quality and needed podiatric services. And we fully support, therefore,
H.R. l's recommendations to prevent and control program abuses.

I must reference once again, however, that where close working relationships
have existed between peer_ review committees and carriers, both public and
private, problems have been minimal and oftentimes non-existent. Thus whatever
can be meaningfully done to strengthen peer review by promoting closer co-
operation between the public aid private sectors has our--unequivocal'support.
Professiondl Standard Review Organization (PSRO)

A, partial solution to his problefn was recently filed with the Committee in
the form of an amendment to H.R. 1. Authored by Senator Bennett, this amend-
ment would establish at the local level Professional Standard Review Organiza-
tions (PSRO) to improve the coordination and conduct of professional review -
mechtnisms. And though the American Podiatry Association stljports the concept
embodied in the 'amendment, we are nonetheless deeply concerned with specific
features of the amendment as presently drafted.

In its stated purpose, each local PSRO would have the responsibility for
reviewing all services for which payments mtky be made under the Social
Security Act. In discharging this responsibility, the PBRO is called upon to
determine the medical necessity of the services involved and to judge their
conformity to "professionally recognized standards of health care."

The amendment further stipulates that, in making PSRO designations at the
local level, the Secretary of HE)W must give first priority to local medical
societies or-subsidiary organizations. Only when such groups are either unwilling
or unable to accept such PRO responsibility-would the Secretary make such
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agreements with other private nonprofit, or public agencies with similar pro-
fessional competence. Yet the role of other health care practitioners, including
podiatrists, in this review process has either been overlooked or totally obscured
ill the aniiendient. And we strongly object to this aspect of the amendment.

The 1967 Medicare amendments to the Social Seciirity Act expressly provided
for the inclusion of the podiatrist within the definition of the term "physician."
This legislative act gave recognition to the fact that the doctor of podiatry, as
well as doctors of medicine, osteopathy and dentistry, has the independent right
to diagnose and treat by medical, surgical and other means, subject, of course.
to the apl)lictble state law. Accordingly, it follow that the medicll'Znecessity for
the services performed by- these practitioners Is primary a matter of their own
professional judgment.

We fully support this concept as one significant way- to assure the efficient
and qualitative delivery of health services, regardless 6f the ineanis of payment
for these same services. But such review procedures can and should he made by
the practitioner's own colleagues, employing the well-established methods of
peer review.

Section 1152(b) of the proposed amendment refers to qualified professional
.standards review organizations as being primarily composed "of physicians
engaged in the practices of medicine or surgery." Yet, the same section mandates
that the organization have "available professional competence to review health-
(;l!rT' services of all types and kinds." It is alplarent that to be effective and mean-
ingful In the case of podiatric services, this task must be performed by members
of that profession.

While the use of the term "physician" in the proposed Section 1152(h), when
read together with the summary, appears to exclude podiatrists, the word
"physician" occurs elsewhere in the amendment without additional explanation.
To further complicate the matter, a new term, "health care practitioner," is
introduced for whiclr no definition at all is provided.

As we have earlier stated, the American Podiatry Association has long
been active in time peer review facets of health insurance programs. We believe
that our members' experience will make a significant contribution to the effec-
tive application of review standards to services authorized under the Social
Security Act. However, to most effectively discharge this responsibility, the
amendment as presently written must be strengthened to assure the involvement
and full participation of other health care practitioners. including podiatrists.
in PSRO activities. Such a change must Include, though not necessarily be
limited to, a clear definition of "physician" In the amendment, employing for
this purpose the precedent established in Title XVIII of the Social Security
Act. .

Legislative R-ecommendations--Medicare
In addition to the aforementioned recommendations, there are additional legis-

lative proposals which, If enacted, would decisively improve the delivery of foot
health service-um-rd'r Medicare and Medicaid.

Following the enactment of P.L. 90-248, which added podiatrists' services
to the physician benefits of Medicare (Title XVIII, Part B), the elderly were
afforded important program benefits. Experiences to date, however, have ex-
posed certain inadequacies with respect to the administration and provision of
foot health, services under Medicare; and to continually assure quality foot
health services for the elderly, it is essential that'these problem areas be remedied.

Section 1862 of the Social Security Act lists the services excluded from coverage
under 'the Medicare Program. However, podiatrists' experiences have clearly
demonstrated that present exclusions neither control costs nor assure that only
necessary foot care is furnished. Instead of considering the treatment of the
fogt on the same basis as other parts of the body, Section 1,962 (paragraph 13)
employs language which even five years after enactment defies clear interpreta-
tion. As a result. the Social Security Administration Is still seeking the cotrect
application of this paragraph to specific problem areas. It is our recommendation
that the Medicare Program, like other health insurance plans. provide for coin-
plete, medicaland surgical care of the food, as IN the case for other parts of
the bodV.

Secondly. a conforming amendment to Title XVIII. Section 1061(b)(41, i s

required to bring podiatric inpatient-hospital services in line with other physi-
cians' services. This section enables a hospital under Part A to be reimbursed for
the reasonable costs of the services of interns and residents in an approved

S72-573-72---7t. 6 .n7
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teaching program. However, Section 1861, which identified the various accredit-
ing agencies that approve such programs, inadvertently omits the Council on
Podiatry Education of the American Podiatry Association. This oversight should
now be corrected. The Association's Council on Podiatry Education, recognized
by the U.S. Office of Education and the National Commission on Accrediting as
the national accrediting agency for podiatric education programs, should be
specificallyy included in Section 1861(b) (4) of the Act.
Legislative recommendation-Medicaid

Podiatrists now participate in thirty-nine of the fifty-two approved state
Title XIX programs. And our experiences have clearly demonstrated a lack
of consistency between the Medicare and Medicaid programs. I refer specifically
to the lack of uniformity in the Aet's definition and interpretation of the term
"physician."

Section 1861(r) of the Act includes the podiatrist under-the term "physician"
for the purposes of Title XVIII. Title XIX, on the other hand, does not define
the term "physician." Instead the meaning of the term has been left to adminis-
trative Interpretation. The result has been to exclude the services of podiatrists.
from the meaning of "physician services" for purposes of Title XIX. This par-
ticular lack of consistency has produced serious consequences for carriers, ad-
ministrators, and-most importantly-the program's beneficiaries.

A specific example of this problem ts the Medicare "buy-in" arrangement, in
which more than forty states participate. These states, by paying the Medicare
Part B charges, qualify the elderly poor for Medicare benefits, including podia-
trists' seywices which are defined as physicians' services under Title XVIII. Yet
in many of these same states, Medicaid beneficiaries under 65 are denied a
podiatrist's service.

We recommend that this inconsistent application of the. law be remedied by
amending Title XIX for the purpose of defining the term "physician" to include
the podiatrist.

SUMMARY

In conclusion, Mr. Chairman, I fully appreciate the massive 6ut essential task
with which your Committee is charged and ag each of us realizes, the achieve-
ment of a national health policy, one which assures every American equal
access to quality health care, will not be easily or quickly accomplished. Yet it
is imperative that th nation responsibly build on an already impressive record
by immediately responding to Medicare and Medicaid's inadequacies, which-as
far as podiatrists are specifically concerned-must summarily include:

Reinstating in H.R. 1 the requirement that states accomplish by 1977 com-
preherisfve Medicaid programs.

Providing a Iodiatrist-consultant to'he Social Security Administration and
assuiing podiatrist representation on both Health Insurance Benefits Advisory
Council and the Medical Assistance Advisory Council. t,

Improving the effectiveness of the Professional Standards Review Organiza.
tion concept by-assuring the involvement and full participation therein of the
various health care practitioners participating in federal health insurance and
assistance progranps.

Amending Section 1862 of the Social Security Act to provide for complete
medical and surgical care of.the foot, as is te case for'other parts of the body.

Amending Section 1861(b) (4) of the Soclar Secuority Act to identify the
Association's Council on Podiatry Education as the national accrediting agency
for podiatric education programs. o"a a ge . n

Amending Title XIX of the Social Security Act for the purpose of providing
a definition of physician which would include the podiatrist.

The Americajn Podiatry Association is grateful for the opportunity to present
its views on this vital subject and looks forward to cooperating with the Com-
mittee and the Congress in providing improved health care for all Americans.

STATEMENT OF THE NEW YORK WOMEN'S BAR ASSOcIATION

Child care facftes
This organization is on record in favor of U.S. subsidized child care facilities

for everyone, both poor and middle class. We believe that those who can afford
to pay for such services should pay a reasonable fee for them.
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Household and dependent care expenes
This organization heartily commends the Senate Finance Committee for adding

to the Revenue Act of 1971 provisions that substantially liberalize the child and
dependent care expense deduction under section 214 of the internal revenue
code. However, the requirement of Itemizing deductions makes this liberalized
deduction of relatively little use to the low-income wife and mother. And the
income limitation renders it of little use to middle-income wives and mothers.

We believe that child and dependent care expenses are truly business expenses
of a working woman. The Senate Finance Committee Report on the '71 Act said
that "these expenses . . . are to some extent like an employee's business ex-
penses." We submit that these expenses are as real business expenses of a work-
ing mother as the salary she rays her secretary.

We therefore recommend that the deduction for household service'and depend-
ent care expenses be made a section 62 deduction, deductible in arriving at
adjusted gross income, and that the Income limitation be raised to at least
$35,000 before the phaseout begins.

Social Security costs and benefits.
Under the present system, no one pays more for social security than a man

aRtd woman who both work. At the 1972 wage base of $9,000, a man and wife
who each earn $10,000 a year will pay a combined social security tax of $936.
If the wage base goes up to $10,200, and the rate goes up to 5.4%, as provided
in H.R. 1, their total tax bill be $1,080.

On the other hand, if a husband made $20,000 a year, and his wife didn't
work, their 1972 tax bill under present law would be only $468. At the proposed
higher base and rate, their bill would be only $550.80.

The benefits the working couple get in return for their high taxes will be
greater than those received by the couple with the non-working wife, but not In
proportion to the high cost to them of the insurance. They will receive 200% of
the basic benefit, whereas the couple with the non-working wife will get 150%
of the basic benefit.

The inequity Is quite great. We recommend that, to end this inequity, the
working couple receive an annual credit against their income tax equal to 25%
of the total amount of social security taxes they pay. Such a credit would not
interfere with the collection of the tax, or lessen the amount the employer pays.
But it would make the amount of tax paid bear a much closer relation to the
benefits to be received.
Head of household.

Despite the liberalization of head of -household and unmarried Individual
rates in 1969, the burden borne by single people is still too great. We recommend
that anyone, who. actually contributes more than half the support of a household
should have-the benefit of the head of household rates.

Submitted by Florence B. Donohue, Chairman, Committee on Taxation and
the Working Woman, New York Women's Bar Association, February 14, 1972.

STATEMENT OF THE NATIONAL LEAGUE FOR NuptsING, COUNCIL OF HOME HEALTH
AGENCIES AND COMMUNITY HEALTH SERVICES

The Council of Home Health Agencies and Community Health Services of
the National League for Nursing is the national spokesman for approximately

'1,400 home health agencies And community health agencies. These agencies pro-
vide health services to people outside of hospitals; in other words, in patients'
homes, In schools, public health clinics, and other community settings.

E~Resive Utilization
It Is unfortunate that Medicare has perpetuated the problems created by

voluntary health insurance programs that traditionally h§Ze given'the highest
priority to hospitalization as a covered seryce. This emphisib on hospitalization
has increased not only the utilization of hospitals but also their costs. Between
1940 and 1985 the number of general hospital admissions on a per capita basis
doubled. Over the past five years hospital costs have doubled. Under Medicare-
the financial incentive is for hospitalization even though care in the home would
be more appropriate In the case of countless patients.
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There are many elderly individuals with varying degrees of chronic illness,
who could be maintained at home if reimbursement for broad hlome health serv-
ices were provided. The denial of reimbursement for intermittent skilled nursing
services and other therapeutic services to these individuals in their homes under
Medicare has, in many Instances, forced them into a hospital or extended care
facility at a much higher-cost to the taxpayer. In the long run, it costs more in
both human misery and hard cold cash to Institutionalize our senior citizens than
to provide an adequate program of home health services.

Senator Bennett on January 25, 1972, reported that a survey In New Mexico
showed that 35 percent of the Medicaid population in nursing homes were not
in need of institutional care. We have reason to believe these figures apply equally
to Medicare patients.
Restrictive Regulations

Furthermore, the limited benefits for home health services under Medicare
have been curtailed sharply in the recent past through increasingly restrictive
regulations of the Social Security Administration. Payment for needed services in
the home is denied, frequently on a retroactive basis. Thus. the total reimburse-
ments for home health services under Medicare are estimated to decrease from
$79 million in 1969 to $50 million in 1971 while hospitalization reimbursements
will increase from $4 billion to $4.5 billion in 1971. See below:

MEDICARE REIrABUI SEMENTS FOR HOME HEALTH SERVICES AND INPATIENT HOSPITALIZATION, 1969-71

Reimbursements in millions of dollars

Year I Home health t Hospitalization

969 ------------------------------------------------ -------------- $78.8 $4,039.5
970 ------------------------------------------------------------------ 67.4 4,425.8
9712 ................................................................. 49.5 4,538.5

I Includes pis. A and B.
I Estimated on the basis of data through Oct.'6, 1971.
Source: Social Security Bulletin, January 1972; vol. 35, No. 1. DHEW:

Accordingly, the NLN Council of Home Health Agencies and Community
*Health Services recommends that H.R. 1 be amended to:

Eliminate the three-day hospital stay requirement for home health bene-
fits under part A; and

Authorize reimbursement for a comprehensive program of home health
services to meet the health 'needs of hte elderly and decrease the utilization
of hospital inpatient care; and require providers of inpatient health services
to coordinate with community-based home health agencies to reduce un.
necessary hospitalization costs.

- . Program Improvement
In many respects, the administration of Medicare as it relates to home health

services is deficient. There has been& little consistency in the regulations of Social
Security Administration and a wide variation in their Interpretation' by fiscal
intermediates. Too frequently a home health visit that was reimbursable in tile
past is no longer a covered service today. When payments are denied retroactively
the home health t gency finds Itself In financial difficulty. The development of
regulations an_4 tbeir restrictive interpretations is based upon what has been
'described as th intent of Congress." We ask Congress to:

Clearly state its intent for medicare to provide for the maintenance and
improvement of the health status of the elderly with coverage of the broad
programof home health services.

Home health services are a part of the programs of three major administrative
units of the Department of Health, Education, and Welfare. They are the Social
Security Administration, the Social and Rehobilitation Service and the Health
Services and Mental Health Administration. There is little coordination among
the three programs and no provision for obtaining consultation from non-Federal
organizations and agencies in the field of home health services.

Accordingly, the NLN Council of Home Health Agencies and Community
Health Services recommends that H.R. 1 be amended to:
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Provide for the establishment of a home health advisory committee of
representatives of home health agencies to assist the Department of Health,
Education, and Welfare in the administration and coordination of its home
health programs.

-Q4ality of Care
To improve the quality of home health services, the-National League for Nurs-

ing and the American Public Health Association sponsor a national program of
accreditation for community health services. The criteria are more comprehen-
sive than those required for certification in Sections 1861 (m) and (o) of P.L.
89-97.

H6me health programs should be required to participate in utilization review
programs. Suck participation is now required for hospitals and extended care
facilities. The utilization review process has a great potential for improving the
level of services and monitoring utilization.

An important aspect of any program with the objective of measuring the
quality of health services Is the active participation of those most experienced
and qualified in the provision of those health services. It Is also important to
involve the public as consumers of health services In such programs.

Accordingly, the NL Council of Home Health Agencies and Community Health
Services recommends that H.R. 1 be amended to:

Identify NLN-APHA as the national iccreditation body for home health
services with an agency's accreditation accepted in lieu of certification;
.'Extend the utilization review requirement to home health agencies par-

ticipating in medicare and medicaid; and
Modify amendment No. 823 relating to professional standards review

organizations to require that review activities in the case of home health
services be the responsibility of a multi-disciplinary health team experi-
enced in the field of home health services with representation from the
general public.

In conclusion, the Council urges that the scope of Medicare be expanded from
the narrow concept of the treatment of acute illness, primarily inpatient, to
a program designed to promote and maintain health through the prevention of
illness and the amelioration of chronic conditions through a comprehensive
program of home health services. Such an expansion would provide better health
care for the elderly at a reduced cost.

STATEMENT BY MARTIN' D. LOWENTHAL, DIREOTO, SOCIAL WELrAR& REGIONAL
RESEARCH INSTITUTE, BOSTON COLLEGE

My name is Martin Lowenthal. I am Director of the Social Welfare Regional
Research Institute at Boston College. The Regional Research Institute was es-
tablished by a grant from the Social Rehabilitation Services Division of the De-
partment of Health, Education, and Welfare in 1970 to undertake research on the
subject of the employment and employment potential of welfare clients.
Since that time we have been Involved in a number of studies, including a study
of what we already know on the subject of work and welfare, the evaluation of the
new work registration program in the Commonwealth of Massachusetts, a study
of the labor markets for women, particularly female recipients, a - study
of AFDO mothers who work and the factors in their lives that impinge on de-
cisions about work and welfare, an investigation of the legal rights of women on
welfare as they seek employment, and various studies on day care.

This testimony Is based primarily on the studies conducted by-- the SWRRI.
The major points of the testimony are the following:

1. Work registration requirements which seek to limit the welfare roles do
not work. They unnecessarily harass clients, result in higher costs, are ineffective
in moving people to self-support, and hamper the provision of employment serv-
ices to those who want them and can best utilize them.

-2. Generally accepted criteria for the determination of "non-employabilIty,"
such as those contained In recent Amendment to the Social Security Act and in
new legislation in Massachusetts and New York tend to Increase the adminis-
trative problems and consequently the costs.

3. The use of State Employment Offices does not tend to be an effective way
of getting people into jobs. Most people get' jobs on their own efforts.
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4. The ability of most AFDC family heads to meet the minimum income
needs of their families through employment is quite low. This is due largely to
the fact that the Jobs available to them In the labor market tend to be low
wage, irregular, and part time or seasonal. Significant interventions In the
economy which would affect the unemployment rates and wages for nonwhite,
poor whites, and women are necessary in order to move large numbers of welfare
families to self-support through employment.

5. Persons who work their way off the assistance roles, but subsequently lose
their jobs should become automatically re-eligible for assistance, within certain
financial limitations.

6. A few state-wide pilot programs should be undertaken to work out the
problems previously mentioned. Massachusetts might appropriate for this pur-
pose because of its characteristics, its experience and its commitment to welfare
reform.,

EVALUATION OF THE GENERAL ASSISTANCE WORK REGISTRATION AND CHECK PICKUP
PROGRAM IN MASSACHUSETTS

This study was undertaken at the request of Commissioner Steven Minter
of the Department of Public Welfare, In his charge to the Regional Research
Institute the Commissioner asked that an objective evaluation of the new
General Relief-Division of Employment Security Program to restore employ-
able General Relief clients to self-support, be undertaken at the outset of the
program in October 1971.

The Program was initiated by the Legislature of the Commonwealth of
Massachusetts in the late summer of 1971 by the following provision in the
appropriations bill: "that after October first, nineteen hundred and seventy-
one every person eligible for an assistance check under chapter one hundred
and seventeen of the General Laws, determined by the department to be an
employable person, shall receive such check from the nearest office of the
division of employment security." Little, if any, formal study had preceded
this provision so that its effects, problems, and possible approaches toward
implementation were generally unknown.

SUMMARY OF FINDINGS

1. A great deal of human suffering and individual costs on the part of those
clients who were unable to obtain their checks and often went long periods with-
out sufficient funds to meet their minimal needs resulted from this program.
In October 1971, of those people who did not pick up checks, 38.7% were ill,
disabled, or hospitalized, according to two surveys on the first pay period of
the program. Another 22.67% reported that they did not know of the new
requirement and administrative errors by DES and DPW were involved in
15.5% of ,the cases. Approximately 17% were already working-those who were
already working full time were not supposed to report, and part-time workers
stated they were working at the time of the appointment with DES.

2. Even if the human costs are disregarded. the administrative costs alone far
exceed the 8a4lngs in this program. Administrative costs of the program in the
local offices of the DPW alone run over $70,000 a month, according to our survey
of the social workers in the Welfare Service Offices throughout the state. In

-reviewing over 1700 cases, the additional cost incurred by the local offices of the
DPW as a result of the new GR-DES program is $1.69 per GR case per payroll
period, or $3.38 per case per month. This comes to $7.96 per "unf1nployable" OR
client in the month of December.

When the costs of the central administration, overhead, and those of the
Division of Employment Security are added to this figure, it will probably come
to two or three times this amount.

Liberal estimates of the possible savings through the program range from
approximately $51,000 to $71,000 a month from those who do not pick up their
check at the employment office without good cause and from those who find em-
ploymnent through this program. These figures tend to be somewhat inflated due
to the fact that they are not adjusted for normal turnover in the General Relief
program and assume tht the average payments t9 these individuals are the
same as those for the program as a whole. In fact the payroll for General Relief,
not including vendor payments, went down only $48,929 from September through
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December, which covers the first months of the program when the highest sav-
ings were expected.

3. Using generally accepted criteria for determination of "unemployability,"
the operational decision by the Department of Public Welfare to consider clients
"'employable" unless they could be determined to be "unemployable" inflated
the number who had to report-to DES, many-of'whom were subsequently deter-
mined to be unemployable. This involved additional costs to DPW, to DES, and to
those clients who were unable to report due to illness and other reasons. Further,
it placed the burden on the clients to prove to the Department that they were in
fact unemployable and had good cause for not reporting to DES. This resulted
in suffering for hundreds of clients and additional problems for the social work-
ers to remedy incorrect classifications and check cancellations. The Department
could have operated on the opposite assumption that clients were unemployable
unless determined to be employable. Those who were seeking employment and
were obviously employable could have been classified Initially and then on the
basis of a case-by-case intensive review, those who were found to be employable in
the remainder of the caseload could have been so classified. This would have
involved fewer errors which resulted in client hardships and marginally lower
costs in following up incorrect classifications. Further, it would have permitted a
plinsing in of the program which would have allowed the Departiient time for
training and revision of procedures where problems arose.
4. Only 524 clients actually obtained jobs as of December 31, 1971 covering

ten weeks of the program. The average number of referrals from the Welfare
Department per pay period was 7450 with the DES considering an average of

---- , "employable" by their standards. The average placement rate per pay period
of those referred was'only 1.4% and of those considered employable by DES only
2.2%. In addition, only 5 of the 20 clients surveyed, out of the 99 in Boston who
got jobs in the beginning of the program, obtained employment through the
services of DES. Fifteen reported that they had found jobs through their own
efforts. In other words, of the small sample only 25% obtained their jobs through
the new work registration program.

5. Our findings on the management problems in administering the new GR-DES
program concern the Department of Public Welfare which asked the Institute to
look at this subject. Six problem areas were identified which represent deficiencies
in the administrative Implementation of the program by DPW. These were the
following: (1) overloading of DPW staff in the Welfare Sevice Offices (which
is obviously due to the lack of additional funds for the administration of the
program), (2) Incompatibility of DPW and DES operational definitions of non-
employability. (3) problems arising from changes In the General Relief payroll
procedures, particularly the transitional problems due to the shift. from the
local Finance Units to a central computer system for the state, (4) inadequate
information and training in the new payroll procedures for the WSO payroll
clerks, (5) Insufficient staffing, equipping, and procedures at the OR-DES Project
Office, and (6) low staff morale resulting from the manner in which the changes
in the General Relief program were developed and implemented.

One of the most difficult and time consuming problems in the new procedure for
all parties-social workers, employment counselors, and clients-is the basic
co'nfliot.petween the operating procedures with regard to employability of the
two agencies participating in the program, DPW operated as if a OR recipient
is employable unless specifically- exempted. The six categories of exemptions listed
in the State Letterprovided the'grounds for deeming a recipient non-employable.
In order to classify a client as non-employable the social worker had to fill out
Form GR-DES 1-stating the reasons for the exemptions and verifying it. A
worker is thus under severe pressure to place a recipient in the employable cate-
gory unless he can produce written verification to the contrary in the recipient's
file (i.e., in most cases, a doctor's letter). Then, and only then, is the recipient
placed in the non-employable category.

However, DES operated on the opposite set of assumptions. Despite written
instructions to the contrary, we found in practice that DES staff operate from
the premise that a client is considered employable only if he is potentially ema-'
ployale, i.e., has work related characteristics-age, sex, previous work experlece_---,
education-which make it likely for him to be placed in a Job or in a tralntig'
program. Employment counselors at DI',S are under pressure to deeum Cmploy.

-able 6nly those GR recipients who are likely to be placed jand to deem non-
employable those with little chance of placeicnelt. This approachi serves two pur-
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poses for DES staff. First it conserves staff time-the employment counselor
does not have to continually see clients who are nQt likely to get jobs. Secondly.
it produces good monthly reports-the rate of placements per number of active
cases is not depressed by a large pool of clients who are not likely to get jobs.

The result of these conflicting agency positions is that many GR recipients
find themselves constantly shuttled back and forth between the WSO and DES
office. The worker classifies the client as employable and sends him to DES. At
DES the employment counselor interviews the recipient, finds him or her not
likely to be employed atid sends their form back checked "non-employable." The
worker must then follow up-find out why the recipient was marked non-em-
ployable and try to get verification in order to fit the recipient into one of the
exemptions for non-employability. The recipient often does not qualify for an
exemption and is sent back to DES where the process is repeated.

These findings for the state of Massachusetts are similar to those of a recent
study of the now welfare-work legislation in New York state done by the League
of Women Voters of the Rochester Metropolitan Area and the Center for Coln-
munity Issues Research. Their conclusions about the program as it operated in
Monroe County emphasized that the new regulations "have not resulted in
substantial numbers of welfare recipients becoming self-supporting" and that
the program "is costly to administer ... In October. the additional adminis-
trative expenses of $S2,474 a month far outweighed the savings of $44,690 due
to case closings."

LAnOR 'MARKET STUDIES

The labor market studies of SWRRI reveal important connections between
the welfare caseload and labor market conditions.. Unemployment rates exert
pressures on welfare directly through APDC-TTP. through General Relief, and
through AFDC as mothers are laid off, and indirectly through the impact of
unemployment on family stability and organization. The structure of the labor
force which is reflected In one way through wage differentials also creates a
pressure to use welfare because of inadequate earnings of the millions of poor
people. It also places limitaitons on the extent to which employment can be
used as a way of reducing welfare costs and caseloads because of the restricted
lob opportunities and consequent low wages. The structure of labor markets
and their differential effects on earnings and unemployment are a crucial factor
in assessing both the employment potential of women on welfare and of the
policies required to create meaningful opportunities for work.

The implications of unemployment levels reveals a clear interdependence be-
tween labor market phenomena and the welfare system. Rising unemployment

- levels in a labor market result in increased demand for welfare. Individuals and
womm'n-with families who formerly were able to support themselves are no
longer able to find or to hold Jobs.

A second area in which the unemployment rate affects the welfare system
is the difficulty for welfare mothers to move out of the welfare system when
unemployment is high. If no Jobts are available, then employment programs. no
matter how well designed, will face high costs and probable failure in efforts
to induce movement off welfare.

Our labor market studies, under the direction of Professor Barry Bluestone.
suggest that poverty is due in large part to the job opportunities available which
tend to be concentrated In those industries and occupations which pay low wages,
are often part-time, are irregular in their duration, and have poor working con-
diltons. These peripheral jobs are filled by workers who make up a kind of
peripheral labor force because only seasonal or part-time work is available to
them, or because only temporary jobs or no work is available.

The relevance of this discussion of labor market operations to women welfare
recipients Is clear. Women are likely to be "peripheral workers," particularly
women with children who need to vork part-time or intermittently. The con-
centration of welfare women in the peripheral economy, the only labor market
to which they have access because of needs, skills, location tud experience.
means that the wage rates available to them are likely to be low and the work
conditions and promotion prospects poor.

The generally low occupational status of AFDC mothers Is confirmed by all
studies. Of those reporting previous employment In 1967, 48 percent had been
service workers. almost 19 percent were unskilled laborers. The data on the
participation fates of AFDC vomen reflected the pattern of the general popula-
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tion with 19 percent of the nonwhit6 welfare ,women working and 12.5 percent
of the white women in the labor force. However, the white mothers who did
work, earnd more on the average than the black mothers who were employed.

*TABLE I.-AFDC MOTHERS IN THE HOME BY USUAL OCCUPATION

Percentages

1967 1961

Total mothers in the home ------------------------------------------------------- 100.0 100.0

Professional, semiprofessional, roprietors, managers, and officials ---.------------------------ 1.0 0.6
Clerical, sales, andkindred workers .-------------------------------------------------- 9.4 5.8
Craftsmen, foremen, and kindred workers ................................................... 5 .5
Farmowners and managers .. . ...----------------------------------------------------- _. .1 .2
Farm tenants, renters, sharecroppers, and farm laborers ..................................... 4.0 4.8
Operatives and kindred semiskilled and skilled workers ----------------------------------- 7.2 6.4
Service workers, except private household .................................................. 18.7 16. 3
Private household service workers -------------------------------------------------------- 13. 5 17.7
Unskilled laborers ----------------------------------------------------------------------- 12.6 10.5
Never held employment .................................................................. 24.9 31.2
Unknown .............................................................................. 8.0 6.1

Source: U.S. Department of Health, Education, and Welfare "Preligiinary Report of Findings-1969 AFOC Study,"
SRS, NCSS, March 1970; and U.S. Department of Health, Education, and Welfare, "Findings of the 1967 AFDC Study;
pt. 1," SRS, NCSS, July 1970.

The earnings of APDC mothers in 1967. when they were employed, were much
lower than the median earnings of employed women in the general population.
About half of the AFDC mothers employed were working full time, but earnings
were not high enough to make the family ineligible for assistance. The average
monthly earnings of all AFDC employed mothers was $135.00. The-average was
1e6 s than $100.00 in 12 states and more than $200.00 in only 4 states.

It is not possible to assess the family support potential of AFDC mothers with-
out considering the experience of'women in general in the labor market. Drawing
data from U.S. Department of Labor reports, the following points emerge: (1)
the labor force participation of women is largely related to age, marital status,
presence and ages of children land education; (2) only 29% of mothers with
children under 6 were in the labor force and only 25% of those with children under
3; (3) labor force participation by women increased with their educational 0
levels ; (4) in 1967, women were generally concentrated in relatively low-paying
occupations; (5) 82% of employed women were in occupations producing median
earnings for women of $3,700 per year or less; (6) the median wage for all women
workers in 1967 was $2,295 with 75% earning less than $4,000 and 31% earning
less than $1,000; (7) non-white women at all educational levels are more likely
to have been employed than white women, but their median earnings were less
than white women at $1,635 in 1967.

If we assume that no major economic intervention will be forthcoming in the
near future to make jobs readily available and increase wages 'substantially in
low-wage sectors, the ability of most AFDC family heads to meet the minimum
income needs of their families by working Is probably quite low. The anf clpatlon
that many are or will be able to earn their way off assistance is probably iun-
realistic. Only a minority of -welfare recipients will be able to get off public
assistance through employment sooner than the normal attrition rates. For a
family of four headed by a women, she would need to earn $2.25 or more an hour
on a full-time basfs to be removed from the welfare rolls in 30 states. In only
nine states could the family head earn less than $2.00 per hour and become com-
pletely self-suporting. In some states where the cQst of living and the welfare
payments are higher, a mother would have to approach earnings of $3.00 per hour
or more.

TRAINING FOR WELFARE RECIPIENTS

We are only gradually beginnilg-t-o-i-allzb ---tl-it--f enough to design
programs which attempt to alter the supply of labor by training, rehabilitation.
and education in order to assure higher levels of income and living. The structure
of the occupational system, the operation of labor markets, and the lovelq of
wages, which make up the demand side of labor market equations, required
appropriate and signi flcanf intervention.
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The evidence for evaluating the performance of efforts to train welfare re-
cipients, particularly women, is scarce. What is known about WIN is not en-
couraging to those who would expand such programs as a part of welfare revision.
A total of 167,000 had enrolled in WIN through April 30, 1970. -More than a third
had dropped out, and of the 89,000 enrolled in the fall of 1970, nearly a third were
in the intake, assessment, orientation, or holding stages, which generally involved
waiting for placement.

Estimates are that 25,000 had moved on to work, with less than half of those
being able to move off of welfare-approximately 10,000 received pay adequate
to leave public assistance. Most of those who found jobs were among the early
participalts in the program when, according to most observers, "creaming" was
prevalent. These early enrollees included a large percentage of employable fathers
receiving AFDC-UP (as much as 40 percent) who could find work most easily
and probably would have found jobs in time without WIN. (AFDC-UP cases mak,.
up only 5 percent of the AFDC population.) Further, it is doubtful that WIN has
had much effect on the pattern of use of welfare in view of the average stay on
wlfare of two years.

Another consideration in the training approach toward substituting work for
relief is the costs-the costs of training, the costs of providin.: work incentives,
the costs of day care, and the costs of creating employment or subsidizing em-
ployment during those times and in those places where Jobs are not available.
The likely costs of these efforts will substantially exceed any savings in welfare
payments.

This picture can be seen by taking estimates of costs -under the WIN program
and matching them with the characteristics of the typical AFDC family. The
Department of Health, Education and Welfare conservatively estimates the
average cost of after-school and summer care for school-age children at $400 per
year,' and for full-day pre-schoolers at $1,600. The average AFDC family has
three children and if we assume tjhe mother has one child under six and one in
school still requiring some attention, the annual cost of the child care arrange-
ments will he $2,000. Training under WIN averages around $2,250 per slot and
the recipient is allowed to retain $30 and one third of earnings. If the family
earned even $2,000, which studies sur 'est only a third of employable recipients
could do, the welfare payments would be reduced by only $973. Thus. for $3.250
in day care and training cost (not including any subsidies for job creation.
services, or work related expenses such as transportation), the reduction in
.welfare payments Would amount to less than $1,000. Further. the low placement
rates under WIN would indicate that jobs are not available and that employers
are not seeking recipients as workers. This suggests that a large scale and
costly public employment or publicly supported private employment programs
would be required.

In an Investigation of the WIN program in Boston. Sum and Piore (1.9)
observed that of the 127 enrollees under study in October 1969, only a small
number were employed. Only 12 enrollees were working; forty-four were still
in training: fifty eight had been terminated; and 13 were in holding status
(approximately half of these were in the process of being terminated). They
found that females had a higher termination rate and a lower-placement rate
than males.

Of the 12 who had obtained employment, seven were male heads of households
on AFDC-UP. Five of these had found employment on their own. Only one of
the five found a position which was training-related, and three returned to their
previous occupation, with one setting up a business. The remaining two enrollees
were placed by the WIN team in their previous occupations--one of them with
his previous employer. Two of the 12 employed were female heads of households
on AFDC. Neither had any children under six nt the time. The other three
employed enrollees were teenagers.

In the Auerbach evaluation (1q70) of WIN, it was found the unified sup-
portive services promised in the program ,erelargely unavailable. The training
programs were of doubtful relevance to-the client population and little emphasis
was placed on'on-the-job training. Many of the crucial features of the training
strategy were having severe difficulties in practice.

In surveys of the employment and actual earnings of WIN graduates in 19609,
labor market factors clearly emerged and It was found that two-fifths were
employed in low-paying occupations such as clerical, sales, and service Jobs.
One survey showed that at the end of 1909, female WIN graduates earned
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substantially less than males and one-half of the females earned less than
$2.00 an hour. As the small number of AFDC men complete WIN and women
comprise a large proportion of the trainees, average earnings, which were put
at $2.30 an- hofir,' can be expected to decline. These trends also appear to make
it unlikely that WIN can function as a major instrument fof' reducing the
caseload in AFDC.

In New York a similar criticism was made by the bipartisan Legislative
Commission on Expenditure Review, pointing out that most opportunities offered
to minority persons had been limited to typist and attendant jobs. The Com-
mission also called attention to many other problems of the manpower programs
in New York. The Work Incentive Program, WIN, was particularly criticized
in the Commissior, report, which called the program "almost totally ineffective."
Of the 17.814 enrollees in the first 21 months of the program through June 1970.
only 17 percent 'Were placed in jobs, and only 4 percent remained employed
beyond six months.

'One of the conclusions that emerges from a review of WIN and other man-
power programs is that in slack labor markets, there are increasing difficulties
and rising costs to placing recipients in jobs. The Justification for this training
approach is difficult to make on the grounds of a productive investment which
will significantly reduce the costs of welfare. The argument that training is a
one-shot investment in the long-term work pattern to he established for mothers
when their children no longer need care must be *eighed against- (1) the uncer-
tainty of jobs in the labor markets that most recipients work in, (2) the fact,
as revealed in most studies, that women work anyway when their. children are
old enough, (3) the likelihood for many that future child-bearing will interrupt
work experience, and (4) the low earnings that most are likely to desire.

Concerning the placement process, the Wright Institute study of WIN, like
that of the SWRRT study in Massachusetts. found that, by far. the most im-
portant sources of job referrals for mothers was their friends and relatives.
Official government programs--WIN and the employment offices of the Human
-Resources Department-were often used in .ob-seeking attempts but efforts
through these channels were rarely successful. Based on this finding, it was
suggested that the government should consider supporting the more successful
referral system of friends through possibly a system of commission payments.

The rehetorlc of manpower and rehabilitation policies has exaggerated the
potential Impact and the importance of manpower programs. To show that the
rhetoric of mass employment of the disadvantaged Is a gross exaggeration is not
to imply that the methods are ineffective or irrational in all cases or that they
do not have value. In fact, It is only when assessed in terms of inflated claims
and expectations that such programs can be considered a failure. When seen in
terms of smaller numbers and specific client problems, such methods are useful
and necessary.

SOME IMPLICATIONS FOR H.R. I FROM OTHER SWRRI STUDIES

1. Our study of ADFC recipients who work suggest that among other factors
which might discourage them from moving completely off welfare, two should
be mentioned here. The first concerns the loss of other benefits such as medical
care. day care, housing supplements, and various food programs. The second
is the fear of losing their job and not being easily able to get back on welfare.
Since most of the Jobs obtained by female recipients tend to be somewhat irregu-
lar, the security of a job is small. In this case, welfare payments are much more
reliable and stable and so some mothers avoid the risk of relying entirely on
their employment for their income.

This latter effect might be remedied in the bill by removing the requirement
that recipients remain in employment as a condition of support once they. have
a job and by Inserting language to the effect that a person who works their way
off the roles and loses their job becomes automatically re-eligible, within certain
financial limitations.

2. Our study of AFDC mothers also shows that they did not know how much
of their earnings they would be allowed to keep and how much would be de-
ducted from their public assistance grants. Our impression is that most mothers
do not know about the work incentive disregard aspects of the 1967 Amendments
and. when they do, the computatious are often too complex. The Wright Institute
study of WIN revealed most welfare mothers base their calculations with respect
to Job opportunities more on group and community standards of expectation than
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on their individual situations. If this conclusion is correct, it would imply that
community-wide programs of information diffusion would be required In order
for the work incentives to affect the work efforts of many clients.

Furthermore, the problem of getting the correct information to the target
populations would have to be solved in order to have the working poor use the
new programs in HR 1. More study and experimentation is needed on this par-
ticular aspect of the Act.

3. Our work indicates that more experimentation and study are nPeded on
various parts of the welfare reform package. The following work needs to
be done: :

(a)' One or more statewide pilots programs should be undertaken to trace
the effects of the various provisions of the Act and to work out the adminis-
tratiVe problems. This should be done using a higher minimum thaft that
contained in the.I-Youse version of tbe bill. Massachusetts should be con-
sidered if such a pitot is contemplated since it has both urban and rural
areas, is committed to welfare reform, is manageable from an experimental
and research point of view (as we have found), and has some experience
with aspects of the new programs, such as working arrangements between
the Welfare Department and the Employment Offices.

(b) While we would recommend that enforced work registration be
dropped as Improper, costly, Ineffective, and counterproductive, if such
mandatory referrals to employment offices are kept, more appropriate and
realistic criteria for the determination of employability must be developed
to minimize (1) the harmful effects on recipients, (2) the costs of the pro-
gram, (3) the administrative problems resulting from the continual regis-
tration and processing of people who are not employable, and (4) the barriers
within the program to those who can really use employment services. A
study should be undertaken to determine a workable and operational deft-
nition of "employability" for use in present programs and in those contained
in HR 1.

STATEMENT OF NATIONAL AsSOCIATION OF COORDINATORS OF STATE PROUDnAMS FOR
TIlE MENTALLY RETARDED, INC., SUBMITTED BY CITARLES E. ACUFF, PRESIDENT

As an Association whose members are responsible for planning. implementing
and coordinating state services for mentally retarded children and adults, we have
a vital interest In a number of programs authorized under the Social Security
Act Including social security benefits to the disabled. public assistance, social
services, maternal and child health and crippled children's services, medicaid
and medicare.

According to the latest estimates available from the Department of Ilealth.
Education and Welfare:

176.000 recipients of childhood disability benefits under social security
suffer from mental retardation.

Approximately 4.6 percent (or 331,000) of the children in AFDC families
are mentally retarded.

Roughly 155,000 recipients of APTD have mental retardation as their
primary disability.

Over 43.000 retarded children and their families are served annually in
community clinics supported by maternal and child health funds.

However, even these figures don't reveal all the ramifications for the'retarded
In programs authorized under the Act. For example. a large but unspecified num-
ber of retarded children and adults are benefiting from social service programs
funded under Titles IV. XIV and XVI. Other groups of retarded citizens are the
recipients of sk!Pkcd nursing home services and Intermediate care benefits.

Because of Vie wide diversity of programs which touch the lives of the men.
tally retarded,. our Association has a strong Interest In the legislation now before
the Committee. In this brief statement we would like to call the Committee's at-
tention to several aspects of the House-passed welfare reform-social security
bill (H.R. 1) whfich will have significant Impact on services to the mentally re-
tarded.

4. Federalization of the Adult Welfare Categories

The House version of H.R. I calls for, the replacement of existing state
operated progranIs under Title I (OAA). X (AB) and XIV (APTD) with f
single federally financed and administrated program of bash assistance to needy
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aged. blind anti disabled citizen',. Under this plan, uniform national eligibility
standards and benefit payments would be established in a new Title XX.

NAC', bMR strongly endorses the Ilouse's plan for "federalizing" tie funding
and adluinistratlm of the adult welfare categories. The adoption of uniform
eligibility standards and minimum benelit levels will help to eliminate numerous
inequities built into the present federally financed, state administered system.

In many states we feel sure that the availability of increased monthly assist-
oice payments to totally disabled children and adults will provide renewed
incentive for placing retarded persons in smaller, more home-like community
rvssilences. As President Nixon pointed out in his November 16 statement on
nwntal retardation, up to one-third of the present residents in state institutions
for tI I iarled could le returned to the community if adequate residential al-
tern'itives and supportive services were available. Federalization of the adult
welfare categories should help to reinforce this trend toward the development
of coinunity residential alternatives-particularly in states which now offer
loiw monthly payments to APTD recipients.

We are especially pleased to note.the provision-in the House lll which would
extend eligibility for benefits to disabled children from needy families. Numerous
studies indicate that the incidence of mental retardation and related chronic
conditions such as cerebral palsy and epilepsy are much greater among the
poor in general and APDC families in particular. For a variety of reasonst.

.halilicaplwd children in such families often have little access to the remedial
and haldlitative services they so desperately need. One major roadblock to serv-
ig these children is the family's lack of financial resources. Permitting such a

child to lie classified as eligible for disability assistance is an important step
toward making services available at an early stage in the child's development
when the potential for remedlation or amelioration of the condition is highest.

2. Prohibition Again.9t Cash Assistance to Institutional Residents
The House passed version of 11.11. 1 would continue the existing prohibition

against the payment of cash assistance under the adult welfare categories on
behalf of "inmates of a public institution" unless they are patients in a medical
facility. This exclusionary language tends to draw an invidious distinction
between the provision of care in public and private settings and works at cross
purposes with the goal of establishing the widest range of residential alterna-
tie, for the mentally retarded.

w ur-o this Com'mittee to modify tile language of Section 2011 (e) (1) (A) of
IT.1. 1 to permit cash assistance to flow to residents in publicly operated facilities
for the mentally retarded. Such assistance would help to upgrade services in
existing institutions and, perhaps more Importantly, would eliminate a major
impediment to developing group homes and other small, community based rest-
den Mal centers under public auspices. By limiting cash assistance to eligible
residents in nonliublic facilities, the present Act tends to discourage the estab-
lishment of publicly operated programs which, in some instances, will be the
best and most feasible alternative.

We also recommend that Section 1905 of the Act be amended to eliminate
language which excludes otherwise eligible residents in non-medical public
institution. from receipt of Medicaid benefits. Such individuals should have
the same right to coverage for acute medical and health problems as a similar
individual residing with his family, in a proprietary boarding home or other
non-puhlic setting.

3. Extension of Medicare Benefits to Social Security Disability Beneficiarics
NACRPMR wholeheartedly endorses the provision in the House version of

H1.R. 1 for extending Medicare benefits to all social security disability recipients-
including some 260,000 childhood disability beneficiaries (65% of whom have
been diagnosed as mentally retarded). As the House Ways and Means Committee
pointed out in its report (H. Rept. 92-231) "a major unmet: need for health
insurance protection exists among the disabled... Yet, the disabled have limited
incomes in comparison to those who are not disabled, and most disabled persons
are unable financially to purchase adequate private health insurance protection,
or to obtain such insurance at all." We can certainly attest to the veracity of
this statement-particularly as it applies to recipients who have been disabled
sinee birth or early childhood.

We would like to propose, however, one modification in the House provision
for a Iwo year waiting period before a disability recipient becomes eligible for
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Medicare benefits. We feel that the two year requirement should be waived
for adult beneficiaries disabled since childhood because the basic rationale for
the waiting period-i.e. to insure that disabled workers use all of their residual
health benefits available as a result of their work career-is totally inapplicable
to this group of persons who, in most instances, have had little or no work
experience. Since the so-called childhood disability recipients constitute only
fifteen percent of the total number eligible for assistance, it is our understanding
that the cost of extending an additional two years of coverage to this group
would be relatively modest.

4. Limitation on Social Service8 Fund8
We urge this Committee to examine closely the provisions of the House bill

in regard to placing a ceiling on social services spending under Titles IV and
XVI of the Act. From our vantage point as state administrators of programs for
the mentally retarded, social services funds are being utilized most effectively in
a number of states- to initiate and expand a variety of community services to
children and adults who are desperately in need of help. A few examples of
programs now being partially supported through social services funds may
help to illustrate this point:

Social services funds under Title IV A have permitted Tennessee to open
thirteen day training centers. These programs range from developmental
classes for high-risk, pre-school children In inner city neighborhoods to day
care programs for moderately to severely retarded youngsters who are too
handicapped to participate in public school programs.

Through the use of Title XVI funds Nebraska has extended services to
215 -moderately to severely retarded adults in a series of 14 developmental
centers across the State. The program, which Is designed to assist persons
who are too seriously handicapped to function in a competitive work
situation, provides an intensive daily program of physical stimulation,
psychomotor coordination, visual-perceptual training, self concept aware-
ness, nutrition and health care. If these new services were not available
within the community, many of the program participants would have to be
placed in a state institution where they would receive less services at a
significantly increased cost.

As an essential back up to specific educational, training and developmental
programs for retarded children and adults, Nebraska has also launched a
series of eight family resource service centers through the use of Title IV A
and XVI funds. The purpose of these centers is to coordinate and orchestrate
the delivery of the broad range of generic and specialized services required
by the mentally retarded and furnish the supportive assistance necessary
to maintain clients in community based programs.

Washington State is funding 23 long term sheltered employment programs
for mentally retarded adults through Title XVI funds. As of September,
1971 the state was receiving reimbursement on behalf of 600 retarded
persons involved in this program.

Washingtonis also financing recreation, day care and activities programs
for retarded adults through social services funds authorized under Title
XIV. By utilizing 75 percent federal matching funds, the Washington Office
of Developmental Disabilities has been able to expand this program-
previously funded entirely through state and local resources-much faster
than originally anticipated. As of September, 1971 thirty-five agencies were
receiving Title XIV aid on behalf of 700 retarded adults.

In all of the examples cited above, retarded and multi-handicapped children
and adults are receiving services which would not otherwise be available to them
If It were not for Title IV A, XIV and XVI funds. Unfortunately, only ten to
twelve states are- presently using social services funds in any meannigful way
to expand and Improve mental retardation services. If a ceiling were placed
on program funds as proposed by the House, those states which are not presently
taking full advantage of social services monies to assist the retarded would
find it difieult to mount a program-especially for retarded adults.

As program managers we can sympathize with the Administration's concerns
about the rapidly escalating cost of this program and the accompanying lack
of clear cost data on the program's effectiveness. At the same time we are con-
vinced that this program is being used very effectively In a number of states and
offers great potential for improving and expanding community-based services to
-the retarded as well as other handicapped and disadvantaged citizens.
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For this reason, we urge th6 Committee to permit continued open-ended
funding of programs under Titles IV and XVI of tile Social Security Act. As a
more limited alternative the Committee might wish to define the term "child
care" (the funding for which is left open-ended in the House bill) to Include
community based developmental and habilitative services to both seriously handi-
capped children and adults.

* * * * * * *

Ve appreciate this opportunity to bring the views of our Association to the
attention of the Oommittee. You and your colleagues in the Senate face a manl-
moth task in attempting to amend and extend the many programs authorized-
under the Social Security Act. We wish you well in this important undertaking
and hope that you find our testimony helpful.

TESTIMONY OF CHARLES L. RITCHIE, JR., PRESIDENT, BOARD OF COUNCIL.
EPISCOPAL COMMUNITY SERVICES, DIOCESE OF PENNSYLVANIA

Mr. Chairman and members of the Committee, my nauIi is Charles L. Ritchie,
Jr. I am the President of the Board of Council of the Episcopal Community
Services of the Diocese of Pennsylvania.

The Episcopal Community Services is a non-profit health and welfare agency
serving the people of the five-county area of southeastern Pennsylvania. Founded
in 1870 as the Philadelphia Protestant Episcopal City Mission, the agency is
involved in serving the community through its five divisions, the All Saints
Hospital, Children and Family Service, Church Work Among the Blind, Insti-
tutional Chaplaincy Service and Services to the Elderly. Last month, 1247 in-
dividuals and families were receiving services from these divisions. I am testi-
fying because of our commitment to these people.

Until the early 1930's, our agency devoted a major part of its resources to pro-
viding clothing, food and cash to people in need. The soup kitchen, the clothes
collection, the children shelter were the "beat" of the relief worker. With tile
development of.social security and a greatly expanded public welfare program,
our involvement shifted to individual and family counseling with direct material
assistance reduced to-responding to emergency situations. However, in our family
and children programs, our work with the aged, blind and prisoners, we are
in daily contact with many who receive some form of public assistance.

For these people, public assistance is a must, without it many would literally
face starvation. These persons consider it not a way of life, but a temporary
expedient to help them work out of an acute situation. In spite of being plagued
by a variety of problems including health breakdowns, marital discord, wretched
housing, our experience has indicated that the great majority make strenuous
efforts to secure employment, and when possible, training. One young mother has
sufficiently overcome obstacles of poor health, estrangement from her family
and lack of vocatio, Iskllls, to secure admission to the New Careers Program
at a local university.Slie wants to contribute to society. Another woman, with
seven children, separated from her emotionally disturbed husband, is battling
to overcome all obstacles and is seeking admittance also to a local university.
Currently, she is taking evening courses in typing at a nearby high school. She
has steadfastly encouraged her children to secure education and employment,
although they have been handicapped by medical problems including worms,
allergies and eye infections.

Our experience indica t- that this desire for self-sufficiency is not exceptional
and the majority of recipients share in the broader society's feeling that work
is not only a means to earn a living, but is considered a source of personal
development, social status and meaningful activity. However, welfare recipients
face tremendous barriers in their struggle to obtain independence. Poor health,
lack of skills, inadequate education all contribute to make economic advance-
meint difficult. Despite the efforts of welfare rights groups, many recipients live
isolated, desperate lives. Mothers struggle to encourage their children to attend
school-children who face the daily tensions and temptations of the streets. The
welfare mother lives with the dilemma of feeling the need to increase the family's
economic independence, but at the same time not to desert her responsibilities_
as a mother.
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it has been said "if Ihere were a single solution to the welhir and pwertvly
problem we would have thought of it long ago". flowever, we have io choice

ulit io-continue to seek for niethods to improve our welfare system.
The following resolution, penned by our Board of Council, represents the stand

of our agency :
"We believe that everyone should have a guaranteed adequate income. When

income is ialequate we believe that a declaration of need should be accepted
as proof of need.

"\'Ve believe that everyone who is able to be employed has a right to employ-
ment at ann adequate wage. To Insure this we recommend that the Federal Govern-
ment be the employer of last resort. We recognize that in many cases wage earning
is not possible or not advisable".

In light of the above, based on our experience, we advocate the following
points must he Included in any new legislation :

Higher minimum level of bcnefts.-A fainily of four should receive not less
than $4000 (the U.S. Government-defined "poverty line'). This should provide
recipients some relief from the tensions of eking out a bare subsistence. Welfare
payinents should eventually be tied to level of consumption component of Bureau
of Itbor Statistics' lower standard budget.

lWork requirements should not be mandatory for mothers with children under
IS who still need care [ind supervision, and that recipients shold not be required
to accept employment paying less than the federal miininmum wage.

Right,? and. obligations should provide full due process, fair hearings on dis-
putes regarding payments, suitability of employment or training. No individualshould be referred to manpower services, training or emliloymnet unless they

are actually available.
We are aware that the extent of poverty in the United States has steadily

declined for several decades. This achievement should persuade us that we have
the capability of responding to the current situation even more effectively In
the 1970's.

However, past accomplishments should not deter us from overlooking the grind-
ing problems created by poverty that still affects too many Americans and the
urgent need to provide opportunities for the people to fully share in the life
of our country.

We are sure it will be of interest to the Senate Committee on Finance that the
Diocese of Pennsylvania shares our deep concern about Public Welfare and Indi-
cated this In the resolution adopted by the Diocesan Convention in October, 1970:

Re.iolved, That the Convention of the Diocese of Pennsylvania:
(a) re-affirms its conviction that an adequate, humane and well-administered

system of Public Welfare is vitally Important in the life of the nation, and is a
valid concern of the Church.;

(b) finds the present welfare system inadequate a-nd inhumane in providing
insufficient levels of benefits, and in affecting adversely 'the human dignity, spir-
itual integrity, family unity and individual initiative and resourcefulness of re-
cipients.

(c) commends to the members of the Diocese for study and appropriate action
the opportunity which will be presented to the Congress by the Administration's
proposal of a new Public Welfare System :

(d) In particular commends to the Rectors and Vicars of the arious parishes
and missions of the Diocese that they encourage their lay people to write their
congressmen In regard to this new welfare system approving of Its strengths
where it will Indeed lessen the inhumane and spiritually degrading aspects of
welfare for the poor, and to disapprove of any system of work requirements
that would separate parents from their families or force work on any of the
95-98% of persons on welfare who are incapable of working; and further urge
that the strongest federal regulations be placed on this new system to insure that
the money to be funded to local, state and city governments go to the persons
most needing It, regardless of their race or creed; and;

(e) authorizes and requests the Bishop by such means as he may determine,
to make available in the Diocese occasions for the presentation to and discus-
sion and study by members of the Diocese, of the subject of Public Welfare, to
the end that churchmen may be well informed and articulate iu regard to the
issues.with which the Congress will be dealing in considering the Administration's
proposals or any amendments thereof of substitutions therefore.
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STATE AGENCY FOf SOCIAL. SECURITY.
Mlontgomlcry, Ala., Febritary 15, 19142.

lion. RvssErtr, B. Loao,
Charman, U.S. Senate, Senate Pinance Committec, New cSenate Offier Biilding,

Washington, D.C.
(Attention of lIon, Tom Vail, General Counsel).

DEAR SFNATOR LONG: Further reference is made to my leltter of Jifly Wl. 19i71
in which opposition was made to enactment of Section 181S. Section 202. Title,
XVIII of the Social Security Act entitled "hlospItal Insurance Benelils for I'n-
Insured Individuals Not Otherwise Eligihle", which appears on page 144-147.
Senate 2nd Reading of H.R. 1 on June 28, 1071.

This type of legislation has been opposed by various states for several years.
It was not their objection to any group having medicare but the manner in which
the group who is sponsoring the amendment i attempting to get the protection.
Too. states should not be burdened with the cost of financing a program for In-
dividuals who have every opporunity to avail themselves of tlis protection. It
appears that many Insurance actuaries are not failing to do their share to create
unrest among the younger employees. If this continues, it may come to the point
where states would be compelled to terminate their contracts. This would be a
sad national situat ion.

T have been requested by several States to request your Committee to give
serious consideration to our objection to this proposed amendment. I am includ-
Ing their statements if you desire to make them a part of my presentation to your
Committee.

Again, T wish to thank you for your past assistance, not only just Alabama but
the other States as a whole.

Sincerely yours,
EDNA M. REEvEs, Director.

SUMMARY OF STATEMENT OF EDNA M. REEVES. DIRECTOR. STATE AGENCY FOR SOCIAL
SECURITY, STATE OF ALABAMA

First: On behalf of the State of Alabama, as well as the Alahama Educational
Association and several other States, I am requesting the deletion of amendment
to H.R. 1 making provision of medicare available to retired and active public
employees who have reached sixty-five (65) years of age.

Second: States have gone through the process of selling Social Security and
Medicare protection to employees. To enact the provision permitting medicare
after age sixty-five (65) without their contributing anything whatsoever to the
program completely defeats the action of State Administrators and will greatly
weaken the State's program.

Third: The States will be required to assume unknown liabilities. The pro-
posed legislation makes It optional with States; however, once the law Is en-
acted another pressure campaign will begin to make it mandatory for the states
to pay the biggest portion of the premiums. This, of course, would be far more
expensive than the present employer portion of the contribution.

Another problem that is sure to arise, many states will be burdened with the in-
ability to enter the program due to the fact additional legislation will be re-
quired and legislative bodies of the various states meet at different times.

Fourth: The ever increasing dissatisfaction among younger employees will
increase to an alarming degree- and in many states will completely wreck the
states' coverage agreements under the provisions of Section 218 of the Social
Security Act.

Fifth. The enactment of this proposed legislation will set a precedent. If special
legislation is enacted for one pressure group, then any other group should have the
same right to request other special legislation.

It is felt this proposal Is unfair to the nine million public employees presently
paving their portion of contributions.

Sixth. The groups who are making an all-out effort for the proposed legislation
are from states with token Social Security coverage. Here again the employee
has had the major control on coverage. They have not wanted to have their sal-
aries taxed.

72-573---72-pt. 6-38
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STATEMENT

When H.R. I was introduced in the House of Representatives it mut the
wishes of all States. This section reads as follows:

"SEC. 202...

"HOSPITAL INSURANCE BENEFITS FOR UNINSURED INDIVIDUALS
NOT OTHERWISE ELIGIBLE

"SEC. Il..
"(e) Payment of the monthly premiums on behalf of any individual who meets

the conditions of subsectlo)n (a) may be made by any public or private agency
or organization under a contract or other arrangement entered into between it
and the Secretary if the Secretary determines that payment of such contract
or arrangement is administratively feasible."

The word "states" had been deleted. However, it is noted that the Ways and
Means Committee's press release reads:

"People reaching age 65 who are ineligible for hospital insurance benefits tinder
medicare would be able to enroll, on a voluntary basis, for hospital insurance
coverage under the same conditions under which people can enroll under the
supplementary medical insurance part of medicare. Those who enroll would pay
the full cost of the protection-$31 a month at the beginning of the program-
rising as hospital costs rise. States and other organizations, through agreements
with the Secretary, would be permitted to purchase such protection ou a group
basis for their retired (or active) employees age 65 or over.

"Effective date-January 1972."
The State of Alabama has an administrative responsibility under a master

Federal-State coverage agreement entered into pursuant to Section 218 of the
Social Security Act. Through this agreement. Social Security coverage is cur-
rently enjoyed by over two hundred thousand employees of State ,and local
governments.

The plain statement that coverage under Section 218 of the Social Security
Act has increased throughout these United States to the substantial amount
of over eight million State and local governmental employees does not do justice
to the full story of the administrative and, as many members of the Committee
know, legislative developments in the twenty-one years that Section 218 has
been In existence. In some states, the extension of Social Security coverage has
been extremely controversial, and continues to be controversial with respect to
many classes of employees. In fact, in several areas It has been necessary for
Congress to specify individually those states In which certain enabling coverage
provisions shall apply.

In addition to those situations where the States have come to Congress for
assistance in making coverage possible, it has been necessary for some State
Administrators to come to the Congress from time to time to seek assistance in
solving problems caused by the complexity of Section 218 and the existence of
conditions that were not contemplated when basic legislation was enacted. It
was my privilege to request an option to provide retroactive coverage as a part
of a coverage group for former employees whose earnings were erroneously
reported to Internal Revenue Service. if no refund had been made, as well as
other measures applicable to individual states.

It is In the same spirit that I present to you today the problems that can
arise in the administration of Section 218 with the enactment of Section 202, Title
XVIII of the Social Security Act as amended by adding thereto Section 1818.
The Ways and Means Committee amendment provides that a State or any other
public agency may be permitted to pay monthly benefits for retired (or active)
age-65-and-over employees who are ineligible for hospital insurance protection
under medicare, but may enroll on a voluntary basis for hospital insurance under
the same conditions under which people enrolled under the supplementary medi-
cal insurance part of medicare.

Alabama entering the program in 1951, has consistently extended Social
Security to non-retirement personnel and all retirement personnel since the
1954 amendments.

First: To permit a group to come in only when it is in need of certain benefits
completely disrupts the normal processes of our Federal-State program. I
would, also, go as far as to say that If this piece of legislation is passed, it will
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place most, if not all, State Administrators In a most embarrassing position since
we have used as part of our promotional material the fact that the only way
medicare could be obtained was through Social Security coverage. I would say
that a great percentage of the coverage for teacher retirement personnel for
Social Security in Alabama was based solely on the fact that the older teacher
would have to have Social Security coverage In order to protect himself for
medicare. You can readily see that this legislation Would completely place a
State Administrator In a position of misrepresenting facts.

Second: To extend coverage of this type to groups of retirees (or active) age
65 who have not seen fit to participate in the general Social Security program
when such coverage was made available to them completely defeats the action
of the State Administrator in attempting to make available to public employees
all the benefits of the Social Security Act, and would greatly weaken the State
program.

Third: This would require a State to assume unknown liabilities. We in Ala-
bama feel the State should not be burdened with such liability, since It is felt
that this plan would be materially more expensive than the program that each
State now has in effect.

Another problem of major concern would be placed on a State. As you know,
the General Assemblies and/or Legislatures of the various States meet at
different times some once every two years while others meet annually, and, of
course, before this amendment could be put into effect, State legislation would
have to be enacted in order for the State's Federal-State contracts with the
Department of Health, Eduaction and Welfare to be amended.

Fourth: We in Alabama are increasingly aware of the strong opposition from
younger people to the paying- of Social Security contributions (taxes). Their
belief, of course, is that for the *same amount of money, they may perhaps have
more to show for it in the way of private inevstments. The fact that they could
qualify for medicare without being a member of the Social Security system
would. of course, greatly strengthen their desire to get out from under coverage--
a desire which may extend to many of the older people as well.

At this point, I would like to state that I have recently met N ith city governing
bodies, where the younger people are trying every angle to be deleted from the
program. I have tried to settle the unrest and dissatisfaction among the younger
employees, many of whom have raised the particular question why the engineering
personnel or policemen and firemen cannot be removed from the group's contract-
this bearing out what I have just stated. The presently covered employees would,
in many cases, especially the young, begin proceedings to have their coverage
cancelled since the majority feel now that they are required to finance programs
for many employees who have made no contributions at all to the financing of
the program. Too, they contend many investment companies offer greater retire-
ment programs. They never give the disability or survivors benefits any considera-
tion. They, also, contend they can continue to work after 5 years of age without
wage limitation.

Fifth: To enact special legislation at this time for a special group sets a
precedent. I feel special legislation for a special group is just the beginning of
wrecking or destroying our present Social Security program, because other
pressure groups will arise and their wishes should be handled in the same light
as the pending problem. It is felt that in all fairness to public employees who
fought and tried for twenty-one years to gain this added protection, and many
have been contributing since January 1, 1951, this special legislation should not
be enacted.

Most retiremeut personnel who are members of public agencies have had the
same privilege of earning this medicare protection, together with Social Security
Insurance, since the amendment of 1954 and have rejected the coverage, but
now that they have retired, they can readily see their unwise decision, and feel
that they should be handled differently In other words, they wish the better
of two worlds without sharing their portion of the cost. Frankly, I feel that
this is one of the most unfair pieces of legislation that has been introduced In
the Congress.

I would like to make one further statement: I haye made a survey and have
found that the groups pressuring for the passage are from states that have not
seen fit to extend this coverage to their employees. In other words, the employees
themselves have controlled the issue. In these states, only token coverage exists-
this being controlled by the employees.-

As I stated previously, what this proposed legislation boils down to Is treating
these employees as a special privileged group. Why should special legislation be
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enacted to arrange for medicare for those selfish individuals who have refused
the coverage and have not made any contribution at all to the program-a
program that others have been paying for over a- period of nany years and
whose contributions have been raised many times and will continue to be raised
many times prior to retirement? In other words, special legislation for a special
group to obtain medleare is most Inequitable.

Why should we who are presently covered and wish to retain our protection
be penalized for a selfish group.

It is the first step toward complete wreckage of the entire program. It this
special type legislation is enacted, mind you, In no time at all some other dis-
gruntled group will be back demanding enactment of legislation to suit their
particular wish.

I should like to reiterate my thoughts of September 23, 1970 when I had the
privilege of appearing before your Committee on identical proposed legislation
as Legislative Chairman for the National Conference of State Social Security
Administrators. I do not oppose social security and medicare for any individual.
My position was then, and still Is, let all pay their share of the contributions
and share medicare on the basis of earned protection.

If II.R. 1 can be enacted as originally introduced and as read in the Senate
by relieving the states of any liability for entering into any agreement for pur-
chasing this protection, I will not be opposed to these individuals making ar-
rangements with some private agency or organization to handle their medicare
program.

I. as well as several other State Administrators, are definitely opposed to any
legislation which will materially cost the states more in contributions for any
special group not heretofore covered-both from the standpoint of the additional
cost to the state to say nothing of the unfair position for those employees who
have been covered and who have been paying their share of premiums all through
the years.

If they do not wish that approach, then it appears that under prior amend-
ments of Congress all individuals %yho are sixty-five (65) years of age and are
citizens of the United States (unless they are or have been listed on the small
list of subversives) can voluntarily be enrolled in Medical Insurance, commonly
known as "Part B".

Too, if medicaid requirements are met, and I believe most states have a
medicaid program, their state will purchase this "Part B" medicare for them.

It Is entirely possible that the two above provisions are not known to the
retirees, as well as the sponsors of the proposed medical insurance provisions
now before the Congress.

In other words, completely relieve the state of any liability and permit the
retirees (or active) aged sixty-five (65) to contract with a private carrier for
their medicare coverage.

I am enclosing as a part of my objections, statements and/or objections of others
which clearly endorse my position.

I express my appreciation for this opportunity to present our views on this
a most "controversial subject".

ALABAMA EDUCATION ASSOCIATION, INC.,
Montgomery, Ala., February 15, 1972.

Miss EDNA REEVES,
Director, State Agency for Social Security, Public Safety Building, Montgomery,

Ala.
DEAR Miss REEVES: After studying the material which you left for me con-

cerning HR 1, I, too, share your concern. The teachers of Alabama has benefited
immeasurably from having Social Security benefits coordinated with the Alabama
Teacher Retirement program. Any change in the present law which would en-
courage or tend to encourage teachers to forego this program at the expense of
losing present benefits causes our organization to become concerned.

We are almost constantly bombarded with disgruntled persons who have been
gullible to a something-for-nothing scheme. There are, no doubt, persons who for
personal financial reasons might like nothing better than to see teachers en mass
withdraw themselves from the Social Security program. In my judgment,.any
change which might promote hucksterism on the part of persons who may attempt
to foist a financial savings plan which would supposedly give the teacher more
benefit than Social Security for less cost would be detrimental unless such pro-
gram were put to the test to prove its claims. In such cases where this has been
done, these generally fall short of the benefits available under Social Security.
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As I understand, some aspects of hIR 1 might tend to encourage liersons to
withdraw from Social Security with the expectation at a later time of life. pre-
suniably at age 65 or upon retirement, that they might re-establish benefits
through medicare. This, in my judgment, would tend to encourage persons.who
presently are covered under Social Security to consider dropping this benefit
with the expectation of later being able to renew it. High pressure ".4alesmien"
might seize upon this opportunity to encourage teachers to drop out of the
present Social Security program. In my opinion, this possibility should receive
careful and studied consideration before being enacted.

Sincerely yours,
PAUL R. HUnnERT,

Executive Secretary.

STATE OF WISCONSIN,
DEPARTMENT OF EMPLOYEE TRUST FUNDS,

Madison, Wis., January 13, 1972.
Senator GAYLORD NELSON.
Member, Scnate Finance Committee,
U.S. Senate, Washington, D.C.

DEAR SENATOR NESON: T wonder whether you are aware of the far-reaching
implications of the provision In Seotion 1818 (e) on page 381 of H.R. 1 (now
before your committee) which would authorize Medicare coverage for persons
not under Social Security otherwise.

Theoretically of course this would apply also to private employment, but due
to the fact of almost universal Social Security coverage in private employment
the real result would be to make this available primarily In public employment.

Initially this may sound quite "Innocent" and reasonable-as it probably did to
the Ways and Means Committee.

The danger In this is that It would almost certainly give great Impetus to
the growing movement to remove public employes from Social Security coverage
where such coverage now exists.

For example. in the South Actuary William Groves of New Orleans who has
alwaysq opposed Social Security coverage for pitblic employes-for obvious self-
ish reasons--is now drumming up considerable business for himself by per-
suading governmental units in many states in that area to act to be removed
from Social Security coverage.

This movement is not confined to the South.
In California many governmental units have so acted, and there is even a

possibility there that state employes may ultimately be removed.
Somewhat the same situation prevails In Alaska. Washington and Oregon.
Perhaps your committee may want to ask HEW to report on the extent of

this movement to remove public employes. from coverage.
The obviou.9 motive is that these public employes want "to have their cake

and eat it too". They recognize the value of Medicare coverage-which they
want-but they believe that they can obtain more liberal retirement benefits
from a state or local retirement system.

Of course I have always believed that public employes should have retire-
ment benefits equivalent to-those prevailing in private employment.

However. I have never been able to understand how public emploves can
have any justification for seeking retirement benefits which are more liberal-
and more expensive-than those enjoyed by the private citizens who are paying
taxes.

Sincerely,
ALTA E. MOORE, Director.

NORTM DAKOTA ODrn AGE AND SURvIvOR INSURANCE SYSTEM.
AND TIE SOCIAL. SECURITY CONTRIBUTION FUND,

Bismarck, N. Dak., February 2, 1972.
Hon. MIILTON YOUNG,
U.S. Senator, North Dakota, Senate Ofce Building, Washington, D.C.

DEAR SENATOR YOUNG: One of the functions of my office Is to administer the
provisions of Section 218 of the Social Security Act. This Section provides
federal Social Security coverage for state and local governmental employees on
an optional basis. Our state legislature authorized the participation in the pro.
gram as of January 1, 1955.
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The Senate Finance Committee's chief counsel, Tom Vail, has advised the
legislative chairman of the National Conference of State Social.Security Admin-
istrators (of which North Dakota is a member) that hearings would start on
H.R. one on January 20, 1972 and that written statement for records of hearing
could be filed no later than February 18.

You may not be aware of the far reaching implications of the provisions in
Section 1818 (e) on page 381 of H.R. 1 now before Senator Long's committee.
This provision would authorize medicare coverage for persons not under Social
Security otherwise.

We are not opposed to permitting these persons to acquire medicare coverage--
it is the method of financing that could become a problem. Secondly, this pro-
cedure could lead to a greater impetus to the growing movement to remove public
employees from Social Security coverage where such coverage now exists.

In the south, an actuary by the name of William Groves is reported to be
drumming up considerable business for himself by persuading governmental
units in many states in that area to act to be removed from Social Security
coverage. Apparently these states are being advised on the presumption that the
necessary financial assistance will be furnished when a person needs it so why pay
in now.

Many of the people who would benefit by the adoption of Section 1818 (e) on
page 381 of H.R. #1 had the opportunity to elect coverage for Social Security
(and Medicare) when they were actually employed but declined to do so. They
would now get the Medicare coverage at the state's expense.

The movement started in the South is not confined to that area. We are informed
that legislation has been introduced in Congress to relieve certain California
governmental units from coverage. There is also similar situations developing in
Alaska, Washington. and Oregon.

Here in North Dakota we have been approached by the city of Bismarck, Solen
Public School District, Mott Public School District and several others to learn of
the procedure to withdraw from coverage. The primary reason we believe is to
get out of coverage (Social Security) for persons covered by other retirement
systems such as police, firemen and teachers. The drawback here is that by with-
drawing from Social Security they also withdraw from Medicare.

The provisions of the pending legislation would encourage more units to with-
draw since they could than obtain Medicare coverage without the expense of
supporting the overall Social Security costs (retirement, disability and
Medicare).

We believe that the Social Security Administration of HEW could furnish your
office with a report on the extent of the movement to remove public employees
from coverage.

As we stated we are not opposed to anyone acquiring Medicare coverage but it
appears that once the enabling legislation has been passed pressure will be
brought on the state legislative asqemblIes to "buy" into this coverage at a sub-
stantial premium rate per month with no cost to the enrollee.
- The latest figure we heard is that the premium would be $32.00 per month per

enrollee.
Yours very truly,

MARTIN N. GRONVOLD.
Executive Director.

MADISON, January 28. 1972.
Senator GAYi.ORD A. NELSON,
Senate Office Building,
Washington, D.C.

DEAR SENATOR: Since I was chairman of the committee of the American
Municipal Association (since renamed the National League of Cities) which
spearheaded the fight to make municipal employes eligible under Social Secu-
rity I am naturally disturbed by the current movement in many parts of the
nation which is inducing governments to withdraw social security coverage for
public employes.

Unfortunately this movement has as its basis a selfish motive-some whose
aim is to accelerate their professional business profits-some who hope to secure
greater benefits themselves.

It seems to me to be very bad to stimulate this by the provision contained
in HR #1 which is now pending before the Senate committee of which you are
a member. I refer to the language on page 381 which would make Medicare
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available to public employes without being under Social Security. Since persons
in private employment are almost universally mandatorily covered under Social
Security it would have little effect in the private sector.

If this becomes law it will certainly stimulate the growing IflOvemlen'It to
remove public employes from Social Security.

1 was not aware when this was proposed in the house so I have not discussed
this with Byrnes, but perhaps Ways and Means was not cognizant of what they
were doing.

Sincerely,
FREDERICK X. MACMILt.IN.

STATEMENT IN BEHALF OF THE UNITED CEREBRAL IAiLSY ASOCIA"IONS. iNC.,
SUBMITTED BY ELSIE D. HELSEL, PH. D., WASHINGTON 1IEPRESENTATIVE

SUMMARY OF RECOMMENDED CHANGES IN II.R. I BY UNITED CEREBRIAL PALSY
ASSOCIATIONS, INC.

Title XXI
1. Section 2178(b) Page 386:
The local advisory committee should have added to it a person who knows

the needs of handicapped children and their families. After "the general public"
line 2, page 386. add "the handicapped."

2. Section 2179 Page 387.
- Since approximately 12% of the child population is handicapped, we recoin-

mend that an earmark be made for day care for handicapped children.
Title II

1. Section 1931(2) (B) Page 137 After Line 15:
Add at the end of this Section a statement that: "Individuals who have been

covered by Medicare under Children's Disability Benefits and who are trans-
ferred to Disability Benefits on their own earnings need not wait an additional
24 months."

2. Section 239(a) (9) (B) Page 246:
Insert a requirement that institutions reimbursed by Medicaid funds must

meet Standards at least equivalent to those used by the Accreditation Council
for Facilities for the Mentally Retarded.
Title XX

1. Section 2001 Page 282:
Consideration should be given to a more adequate support base for severely

disabled APTD recipients who have no supplementary income resources.
2. Section 2012 Page 292-293:
Make Sections (A) and (B) completely equivalent by adding to (B) - (ii1 "all

amount equal to any expenses reasonably attributable to the earning of any
income."

Change present (ii) to (iii).
3. Section 2015(a)(2) Line 8 Page 302:
Delete "and" and change to read: "Or in the case of disabled children. to

such other appropriate state agencies as the Secretary may direct, for service
and periodic review with the Secretary reimbursing the cost of such services
not specifically authorized for reimbursement by other state or federal legislation.

STATE E'NT

United Cerebral Palsy Associations, Inc., appreciate this opportunity to pre-
sent our views on behalf of our constituency-individuals disabled by cerebral
palsy, and their families. We would like to adress only those sections of H.R. 1
which have a unique relevance for help or hindrance with services for this
group. Because of the nature of cerebral palsy, we have been forced to address
all types and degrees of handicapping conditions-usually in combinations of
two or three disabilities In one individual. Damage to the brain, which causes
cerebral palsy, also causes many other problems.

About two-thirds of the cerebral palsied are also mentally retarded. Approxi-
mately one-half have speech and communication problems. Half are non-ambula-
tory. One-third have visual disorders; one-fifth have defects in hearing. An un-
determined number have learning difficulties associated with perceptual and
conceptual problems.
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For3 years we have beei the priniary advocate for this group. Our National
staff of over 100 and our 300 state ani local affiliates in 42 states and the District
of Columbia have gained considerable expertise in ascertaining needs and de-
veloping appropriate programs to meet these needs. We have enlisted the backup
support of 500,000 volunteers in our endeavors. We feel, therefore, that we have
I ,e ,a privileged to gain sone unique insights into problems for this group; some
expertise in meeting these problems; and some knowledge concerning legislative
needs in order to assist this group in developing their full potential and con-
tributing. to the degree that they are able, to our society.

THE IMPORTANCE OF II.R. 1 TO TILE CEREBRAL PALSIED

H.R. 1 is probably the most important single piece of substantive legislation
on the lives of the cerebral palsied. Its various titles authorize programs and
services that provide access to or delivery of: basic income support (Titles I and
XX); screening, diagnosis & treatment; health care; skilled nursing home
care and intermediate care facilities (Title II) ; developmental day care (Titles
IV and XXI) ; social services (Title IV. Title V and Title XVI) ; habilitation, re-
habilitation and training (Titles XX and XXI).

For many of our clients H.R. 1 provides the only life support system outside
of public institutions. It means the difference between being able to live in the
community and be a part of society or living out their lives often in a meaningless
existence in public institutions.

We conunend the committee for its willingness to come to grips with some of the
most perplexing problems of our.Nation, namely, how to assure that segment of
our-population that, for one reason or another, is vulnerable, a decent standard
of living and an opportunity to maximize potential irregardless of how limited
this might be.

TITLE XXI

UCP will not comment at length on Title XXI concerned with the welfare
programs. Not that we do not have a concern and interest in this area, since
poverty spawns disability. However, we feel the Committee has access to ex-
pertise far greater than ours in trying to work out solutions to the complex
multi-faceted problems in this area.

We would point out however, three very important points -that have import
for maximizing the residual abilities of cerebral palsied children and for re-
ducing the strain of the birth of a severely handicapped child on a family.

The new Medicaid Regulations published in the Federal Register of November
9. 1971 (Title 45-Public Welfare, Chapter II Social and Rehabilitation Service
Assistance Programs, Part 249 Early and Periodic Screening, Diagnosis and
Treatment of Individuals Under 21) requiring screening and treatment of vul-
nerable children In needy families will reduce the impact of cerebral palsy sig-
nificantly by maximizing residual abilities and by keeping secondary handicap-
ping conditions to a minimum. It seems inconceivable to us that four years could
elapse between the time this program was authorized under the 1967 Social
Security Amendments Title IV A and the issuance of Regulations to implement
the law. However, we are grateful that at long last Regulations have been issued
and we hope the Committee would monitor this situation to see that the states
comply.

Under Title XXI both the Opportunities for Families Programs and the Family
Assistance Plan have provisions for quality day care. Approximately 12% of these
children are going to be handicapped, some of them severely handicapped. UCP
is concerned that no recognition or provision for such children exists in the law.
It has been our experience where no such provision is made in the law that
these children and their families are denied services. We suggest that since
handicapped children make up such a significant proportion of the child popula-
tion that some earmark be made for day care for such children and that the
Committee insist that those drafting Regulations for these programs include
someone knowledgeable concerning the needs of handicapped children. Present
Standards for day care for children do not give adequate recognition to the
inescapable fact that some of those children are going to be handicapped children.

Section 2178 of Title XXI requires that communities on the local level estab-
lish local advisory committees to evaluate the effectiveness of training, employ-
ment. child care and related aspects of the program. We respectively request
that the law indicate that someone on these committees know the needs of fami-
lies with handicapped children.
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In our thinking, providing quality day care which can accommodate handi-
capped children is a much better solution than merely providing that a mother
with a handicapped child need not seek training for work because she must stay
home and care for her handicapped offspring.

TITLE I

The general benefit increase of 55% in Social Security Benefits is another snall
step for mankind--especially those disabled individuals who are dependent oi
benefits of retired or deceased parents for income maintenance. Until an equit-
able income support base is available to all disabled citizens we will be grateful
for any increases in any program that will help disabled individuals or their
families have some measure of control over their destinies by being able to pur-
chase with their own money some of the basic essentials for living-food, clothing
and shelter. The alternative for individuals disabled by cerebral palsy is public
institutional placement.

TITLE II

The extension under Title 1I of Medicare to the disabled replrc.ents of course
a tremendous breakthrough in providing more adequate medical and hospital
care for persons unable financially to purchase adequate private health insurance
protection or indeed to obtain such insurance at all. We commend the Committee
for this extension.

Although we understand the reasons the Committee has placed a delay, before
benefits begin, of 24 months after the disabled beneficiary has been entitled to
Social Security benefits, we would like to point out that this works an undue
hardship on individuals who have been receiving Disabled in Childhood Benefits
and then have worked in a sheltered workshop long enough to qualify for dis-
ability coverage on their own earnings. Under the present provisions, such an
individual would be without protection for two years as they move from one
benefit program to the other.

Since the number of such individuals could be fairly accurately predicted and
would undoubtedly be small, it would seem that Individuals who once had ful-
filled the two year waiting requirement should not have to wait the two years
a second time. We would, therefore, like to suggest that at the conclusion of
Section 1831 (B) a phrase be added stating that individuals who have been
covered by Medicare under a childhood disability benefit program are specifi-
cally exempt from a second two year waiting period when they transfer to
a -disability program for which they qualify on the basis of their sheltered
workshop earnings.

DISINCENTIVES FOR CARE IN SKILLED NURSING IhOMES

In Section 207, UCP is concerned that the disincentives to discourage pro-
longed stays in institutional settings may limit the use of skilled nursing homes
for long term care for some of our cerebral palsied clients for which such care
Is particularly appropriate. W'e realize the Committee has included a protective
clause "Unless . . . there is in operation in the state an effective program
of control over utilization of skilled nursing home services" and we further
realize that the Committee does not Intend skilled nursing home placement as
a permanent long term care service. However, until some other mechanisms for
paying for long term care are devised we feel skilled nursing home placement
should be an option for our clients. If there Is a reduction of one-third of Federal
participation after 90 days. we feel this will eliminate the use of this alternative
leaving only the inappropriate public residential institution for the retarded for
long term care. Once again, the numbers involved are small and with this resource
available, our affiliates are able to provide the supportive day to day activities
in sheltered workshops or adult developmental centers so that severely disabled
individuals can live in the community and earn part of their own way.

INTERMEDIATE CARE FACILITIES

For those individuals with cerebral palsy who do not require the care pro-
vided for skilled nursing homes yet do require a program of active treatment
to kep them functioning at their optimal level, the extension of Medicaid to
Intermediate Care Facilities is a godsend. We fre very plead with P.L. 92-223
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which incorporates the Committee's views. We should like to submit for the
record a definition of "atire treatment":

"Dally participation, in accordance with an individual treatment plan. in
activities, experiences or therapies which are part of a professionally develolod
and supervised prgrain of health, social or rehabilitative -services offered by
or procured by the Institution for its residents.

An Individual treatment plti means a written plan develolled for the Individual
by an appropriate interdisciplinary professional team setting forth a goal-
oriented combination or developmental sequence of activities. experiences or
therapies designed to assist the individual to attain or maintain the optimal
physical, intellectual, social or vocational functioning of which lie is presently
or potentially capable."

STA NDARDS

Section 239(B) of Title II vrIides for the establishint, and naintainiung of
standards other than those, related to health for public or private Institutions
receiving Medicaid funds. UCP urges the Comntittee to insist that Medicaid
funds purchase only quality c.are. With the- inclusion of interninediate-care fit tho
services that are reimbursable and the provisions that this care may be offered
in a portion of a public residential Institution so long as active treatment Is pro-
vilded. we urge the Committee to Insist that such institutions be required to meet
standards at least equivalent to those develolKid by the Accreditation Council for
Facilities for the Mentally Retarded. These Standards are equally applicable to
private residential facilities'as well.

A copy of the Standards is attached for the Committee's Information., These
Standards were developed over a period of five years by a consortium of national
agencies with a priority concern for Improving care in institutions for the re-
tarded namely, American Association on Mental Deficiency, American Psychiatric
Association, Council for Exceptional Children, Natiotal Asmciation for Retarded
Children, and United Cerebral Palsy Associations, Inc.

TITLE XX

We are encouraged by Section 2011 which provides for a planned increase
in the income maintenance provisions for Aid for the Permanently and Totally
Disabled. However, we should like to call to the Committee's attention the
special, desperate plight of the severely disabled, specifically those individuals
severely disabled by cerebral palsy. For such individuals even the maximum
projected amount, $150 per month, can in no way cover the cost of living expenses
for such an individual either in his own home or in a residential setting in the
community. Indeed this amount would not even cover the cost of care in a public
institution. Although states can supplement this amount, it is our considered
opinion that very few will. Th!s Judgment Is based on present low levels of
support in most states.

Contrary to the Committee's statement in its Report that "contributary social
insurance and other sources of income-private pensions, annuities and other
inconie from assets-are sufficient to keep the total income of the majority
of the aged. blind and disabled from falling below the poverty line," the severely
disabled individual has no such other resources-nor can he be expected to acquire
such resources. Often the APTD Benefit is his only income resource. At some
point and in some fashion some realism must be intergrated into costs of long
term care for severely disabled people and some way must be found to provide
an adequate base of support. These individuals and their families should have
some freedom of choice in choosing places to live. The public institution, with
its tax support base should not by default always be the only choice for long
term care. Other patterns of care can be less costly and more appropriate.

We urge the Committee to give special consideration to this severely disabled
group, As the Committee pointed out in its Report the programs for the aged,
blind and disabled in general are characterized "by smaller numbers of people,
smaller budgets and more nearly static beneficiary roles-and are more sus-
ceptilble to rapid and efficient reform than the family program." The severely
disabled represent a small component of even this group. With the new pro-
visions for Identifying this group as children, firm data on numbers will be
available.

I The material referred to was made a part of the official flies of the committee.
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Aid for the Permanently and Totally Disabled with backup support for medical
and hospital care through Medicaid or Catastrophic Health Ipisurance would
seem a logical place for providing the basis of support for this group. We urge
the Committee to address this problem now anq provide a more adequate level
of support.

EQUITY IN DISREGARD PROVISIONS AMONG THE DISABLED

We are pleased to see in Section 2012 at long last almost equivalent treatment
for the disabled in the disallowances for earned income. We do not understand
however, why the blind in Section 2012 (b) (3) (A) (ii) should have a dis-
allowance for "amounts equal to any expenses reasonably attributable to the
earning of any income" whereas other disabled do not have these allowances.
We respectively suggest that the Committee make Section (A) and (B) com-
pletely equivalent by the addition of such a disallowance for the disabled.

REMOVAL OF PARENTAL LIABILITY AFTER AGE 21

We applaud in Section 2014 (f) (2) the recognition of the Committee of the
severe financial drain on a family that a severely handicapped individual poses.
The provision of limiting, for purposes of determining eligibility, consideration
of income and resources to eligible Individuals over the age of 21 and their
spouses will be of considerable help to families of the severely handicapped.

Parents of severely handicapped children have long suffered under the double
burden of the psychological blow of learning to live with the knowledge that their
child will always be severely handicapped and the additional medical and care-
taking expenses such a child imposes. As parents themselevs approach retirement
years, it has been doubly unfair to saddle them with not only the worry of what
will happen to their severely handicapped son or daughter after they die but
also with the financial hurden of an additional adult member long after the time
when a normal child would have been self-supporting.

The middle income family that pays its own bills and is eligible for almost
no tax supportive services because of means tests has been hardest hit by such
dli..riminatory legislation. We are delighted to see the recognition of this problem
by the Committee and the attempt at amelioration.

INAPPROPRIATE REFERRAL TO VOCATIONAL REHABILITATION

Section 21-5-since under Section 2014(a) (3) (A) disabled children are to be
eligible for benefits (and we want to go on record as heartily endorsing this
provision) we would like to point out a problem concerning Section 2015(a) (2)
concerning the referral of such children to the state agency administering the
state plan for vocational rehabilitation services, for a quarterly review of his
c-ndition and continuing need for services. We would suggest that Section
2015(a) (2) be changed to indicate that disabled children e referred to such
other appropriate state agency as the Secretary may direct for services and
review, and that the cost of those services not specifically authorized for reim-
bursement by other state-federal legislation be reimbursed by the Secretray.

Further, since Regulations concerning the screening and treatment of very
young needy children have recently been issued (Title 45, Chapter 2, part 249)-
Early and Periodic Screening, Diagnos/is and Treatment of Individuals Under 21
published in the Federal Register of November 9, 1971) and since the old Title
V agency has been suggested as the screening agency for such children it might
be logical to use this agency for determination of eligibility of children for Aid
for the Permanently and Totally Disabled as well.

lThe Committee should realize there will be a further problem with APTD chil-
dren as Federal eligibility standards are drafted. The Committee's Report indi-
(ates that the definition of eligibility to be used will be the same as that used
for o( Title II Disability Benefits. Such definitions will now have to be applicable
to very young infants. For example a mongoloid infant can be identified as
severely disabled at birth.

FEDERALIZATION OF ADULT CATEGORICAL PROGRAMS

We enthusiastically endorse the federalization of the financial assistance pro-
grams to the needy, aged. blind and disabled with Federal standards, uniform
eligibility payments and uniform benefit payments under Section 2001 and 2002.
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Assignment of administration of this program to the Social Security Administra-
tion through its present administrative framework and facilities will transform
a program that has been stigmatizing and demeaning to its recipients into one
which reflects a humanitarian concern by government for its most vulnerable
citizens.

TITLE V

The separation in Section 526 of Social Services from the determination of
eligibility for cash assistance payments not only frees professional people for
tasks they were professionally trained to do but increases the oliportunity for
some of the disabled to move from dependency to independence as their social
workers have time to see that the full rehabilitation resources of our states
are brought to bear on problems at the most effective time. By starting to work
with the disabled early, we are hopefully preventing many of the crises and
secondary handicapping conditions from occurring. In light of this new poten-
tial for prevention and maximization of residual abilities, it is a little difficult
to understand why the requirement for "state wideness" for social services has
been abandoned In Section 522. We would hope that states would not exercise
this option and would develop service delivery systems that could provide for
social service coverage for all political subdivisions in their states.

Our affiliates report to us that states have been slow to pick up fully on their
options for federal-state programs in social services. Until these programs are
more generally available therefore, we oppose strongly the removal of open-
ended funding for social service programs.

United Cerebral Palsy Associations. Inc., thanks the Committee for this oppor-
tunity to express its views. We would be very happy to supply any additional
information the Committee might wish to have.

Respectfully submitted.
ELSIE D. HELSEL, Ph. D.,

Washington Representative.

NoTE.-Sectlons are referenced Into H.R. 1. In the Senate-June 28, 1971.

STATEMENT OF THE NATIONAL AssocIATION OF MANUFACTURERS
ON TITLES I AND II OF H.R. 1

We welcome and appreciate the opportunity to present our views to this Com-
mittee on behalf of the National Association of Manufacturers. NAM member
companies-large, medium and small in size-account for a substantial portion of
the nation's production of manufactured goods, as well as for the employment
of millions of people in manufacturing industries.

SOCIAL SECURITY-A PAYROLL TAX SUPPORTED SYSTEM

Before commenting on specific proposals, the National Association of Manu-
facturers believes that it cannot be too strongly emphasized that the primary
purpose of the Social Security program should be to provide a basic floor of
protection against the covered risks. As in the choice of features for a private
retirement plan, there are also unlimited features which may seem to be de-
sirable and attractive for a public program such as Social Security. It is ex-
tremely difficult to choose among those features which benefit the greatest
number of covered workers and are economically Justified. This has been the
dilemma not only for those who design a private retirement system, but also
for those who are charged with the responsibility for designing and legislating
the Social Security program.

NAM also believes that the Social Security system should continue to be
sustained and supported by payroll taxes. It has been, and should remain, a
basic retirement program for people who have had an active attachment to the
work force. These people have contributed and their employers have contributed
toward their eventual retirement. The system's acceptability by the American
people is based on this premise and it should not be converted to a welfare system
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based on the concepts of "relief" or "need". NAM strongly opposes any attempt
to finance benefits through the use of funds from general revenues. Such a
fundamental change In the financing of the program would destroy its Identity
and its historic cone' would convert the program to a giant welfare scheme
bearing no relationship toelarned right."

We think it enlightening to note the tremendous growth in the Social Security
system. In 1950, there were approximately 31/2 million people receiving some
form of Social Security benefits. By the end of last year, one out of every eight
Americans-26 million people-were on the benefit rolls. Since 1950, Social Se-
curity beneficiaries have increased almost eight-fold and cash benefits payable
have increased by 32 times.

While there are many features contained in H.R. 1, we will limit our discussion
to the following areas which in our opinion are the most important.

1. Benefit Inereases.--H.R. I provides for a five percent across-the-board in-
crease in Social Security benefits effective In June, 1972. Since 1969 we have
supported recommendations for across-the-board increases which were effective
in January of 1970 and June of 1971.

While the National Association of Manufacturers believes that another Increase
is justified in view of the current economic circumstances, we believe--that the
15 percent increase made effective for January, 1970, together with the 10 percent
increase, effective in June of 1971, has been more than sufficient to account for
the drop in purchasing power from 1968 through January of 1973; and we there-
fore recommend that the effective date for any new increased benefit be no earlier
than January of 1973.

2. Retirement Test.-Present law provides that a beneficiary under age 72 may
earn as much as $1,680 per year and still be paid full Social Security benefits for
that year. Earnings in excess of $1,680, to a maximum of $2,880 per year reduce
the recipient's Social Security benefits by $1 for each $2 of earnings within that
bracket. Earnings in excess of $2,880 per year reduce the recipient's benefits by
$1 for each dollar of earnings.

h.R. 1 would increase the amount that a retiree under age 72 can earn without
any reduction In benefits from thepresent $1,680 per year to $2.000 per year. It
also provides for a basic change in procedure since there would be only a $1
reduction in benefits for each $2 of earnings in excess of $2,000. There would no
longer be any dollar-for-dollar reduction.

The Social Security program is intended to provide a worker with a partial
replacement of his job-related earnings when he stops working. Those persons
who would receive the additional benefits proposed are those who are obviously
able to work and who will continue to work. The Social Security Administration
indicates that 90 percent of such persons are not affected by the Retirement Test
because they are ulbabletr unwilling to work or are age 72 or over. NAM believes
that Social Security -benefits should continue to partially replace income lost
by reason of retirement.

NAM believes that there may be some justification for increasing the earnings
test to reflect increases in the average earnings level but certainly not to more
than $1,800 per year. We fail to see any justification for any change which would
modify the basic principle which has been in effect for a decade or more and
which would eliminate the dollar-for-dollar reduction in benefits for those earn.
ing in excess of a specific amount.

We urge this Committee to support the concept of the three-part Retirement
Teat, with a possible ad hoc adjustment in the annual exempt amount, as we have
hereinafter recommended.

3. Disability Benefits and Workmen's Compensation.-When Congress first
enacted disability benefits in the Social Security Act of 1956, it included a pro-
vision for deducting any benefits under a "workmen's compensation law". This
offsetting of workmen's compensation was designed to prevent any doubling-up
or duplication of both Social Security and state workmen's compensation benefits
for the same disability.

We are pleased that H.R. 1 reaffirms the opinion as expressed in your report
which states, "... that it is desirable as a matter of sound principle to prevent
the payment of excessive combined benefits."

4. Financing Provtsions-Taxable Earnings Base.-The current law provides
for an earnings base of $9,000 per year. H.R. 1 would raise this to $10,200 per
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year, and automatically increase this wage base after 1973 as average covered
wages rise.

The revenue necessary to sustain existing benefit levels and to provide new
and liberalized benefits is derived from a payroll tax. The amount of revenue
produced is a function of the taxable earnings base and the tax rate. Since 1951,
and subsequently In the 1954, 1958 and 1965 amendments, the level of wages sub-
ject to Social Security tax was held to a fairly constant relationship (appr6xi-
mately 80 percent) of taxable earnings to total annual earnings in covered work.

The amendments of 1967 resulted In an increase of the taxable earnings
base to $7,800 per year. NAM testified at that time that the $7,800 base was
unnecessarily high. Subsequently Congress Increased the earnings base to
$9,000 per year effective on January 1, 1972. While we recognize that there is
some Justification for periodically adjusting the taxable earnings base to main-
tain the ratio of taxable earnings to total earnings at approximately 80 per-
cent, we believe that the current $9,000 base should be maintained and that it
more than satisfies these criteria.

5. Automatic Adjustment of Taxable Earning8 Ba8e.-H.R. 1 provides for
automatic escalation of the taxable earnings base based on the general level of
average taxable earnings of all persons for whom taxable earnings were reported
to the Secretary for the first calendar quarter of the calendar year. The first
automatic adjustment would take effect in 1974, and thereafter it would be
made once every two years. No maximum limitation is set in the legislation
nor is there any provision for a comparable automatic decrease In the taxable
earnings base. It can be projected that if this Congress enacts this automatic
adjustment feature in 1972, it will amount to having voted to fix the amount
of earnings subject to tax In 198) to as much as $22,000. This would result in
an inequitable situation in which the taxes to pay for the preponderance of
future benefit increases and other liberalizations would be paid for mostly by
people in the middle-income brackets-as well as by their employers.

6. Automatic Adjustment of Beneflts.-H.R. 1 would tie Social Security bene-
fits directly to changes in the Department of Labor's Consumer Price Index
(CPI). In the event that the CPI rises three percent or more for the third
calendar quarter of a year as compared with the calendar quarter designated
as the base period, then Social Security benefits would be increased by a like
percentage amount. This recomputation of benefit would be repeated once a
year and adjustment made in the benefit levels payable for the following
January.

Such an arrangement appears to be a form of capitulation to the inflationary
forces at work throughout our economy. It seems to say that inflation is to be
an accepted economic way of life despite the efforts of Congress and the Admin-
istration to contain it. Such automatically escalating benefits would affect one
out of every eight persons In the United States in terms of greater benefits, but
would also affect millions of persons in the work force who have to pay for
these increased benefits. The impact of automatically Increasing benefits would
continuously stimulate the economy and tend to institutionalize inflation.

The National Association of Manufacturers is opposed to this provision and
strongly urge this Committee to reject the concept. Attempting to solve inflation
problems through the device of automatically escalating benefit levels for ap-
proximately 26 million people may seem to be an extremely attractive expedient,
but it would create tremendous pressure on government and business for all
kinds of similar automatic Inflationary devices.

Another apparent attraction of the automatic adjustment concept Is that
it would minimize political pressures for continued liberalization of the pro-
gram. NAM believes that this would not be the case, and It is distinctly possible
In our view that the opposite result would occur and that such political pres-
sures would only find relief in other areas of the program, and tend to provide
higher benefits on top of the automatic Increases. One has only to look at the
many such proposals which are currently before the Congress.

A review of the record indicates that the Congress has, by ad hoe methods,
more than kept abreast of rises in the cost of living by increasing benefits. The
complaint that Congress has acted too slowly and that the aged have suffered
because of a lag In the adjustment of benefits may have had some merit in the
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distant past, but the record indicates that Congress now acts as rapidly as the
needs dictvte.

NAM believes that a rigid formula would deny Congress the opportunity and
responsibility to determine the level of Social Security benefits while also keep-
ing in view the entire economy, including economic trends and pressures that
would assuredly escape the mechanical application of such an inflexible device.

AGE 62 COMPUTATION POINT FOR MEN

H.R. 1 provides for a three-year transition period designed to equalize the
benefit computations for men as compared with that of women. NAM commends
the approach proposed in H.R. 1 and supports the methodology employed.

REDUCTION IN WAITING FOR DISABILITY BENEFITS

H.R. I proposes to reduce the six-month period throughout which a person
must be disabled before he can be paid disability benefits, to five months. NAMl
is opposed to such a reduction in the waiting period because it would create
confusion In the operation of most private short-term disability wage and salary
insurance plans. Such plans have traditionally been structured to pay benefits
during the six-month period not covered by Social Security Disability Benefits.
Thereafter they have, for the most part, been integrated with Social Security
Disability Benefits to provide a relatively stable level of combined benefits. In
addition, this liberalization can be viewed as another step toward Social Security
encroachment on the states' Workmen's Compensation Systems with respect to
occupational disabilities. We believe that this is an undesirable provision and we
urge the Committee to reject it.

BURDENSOME COSTS OF H.R. 1

With each succeeding liberalization of Social Security there-is increasing con-
cern as to the overall cost impact. We believe that increasing Social Security
costs and even higher taxes are becoming most unreasonable. H.R. 1 would in-
crease the employer-employee tax rate from 10.4 percent to 14.8 percent within
approximately a five-year period. This rapidly increasing tax rate would apply
to a taxable wage base which is also increasing, beginning with a sizable jupmp Im-
mediately from the current base of $9.000 to $10,200 per year. To illustrate this
expanding burden we attach to this statement a table showing the taxable wage
base, tax rate and maximum contributions of H.R. 1 as compared with the present
schedule. This Is shown in Exhibit 1.

To more graphically illustrate the cost acceleration which would take place
should H.R. 1 be adopted In Its present form, reference is made to two graphs
(Exhibits 2 and 3). Exhibit 2 depicts the increase in taxable wage base under
the automatic escalation feature which would tie that base to the average wages
in the United States. The automatic escalation is projected on the basis that
there could be a five percent annual increase In the average wage level in the
United States over the next decade. While we do not predict that this figure will
be realized, It Is not out of line based on recent past experience and current
conditions. From this It can be seen that the taxable wage base can be as highas $22,000 as early as 1989.

Exhibit 8 depicts the Social Security contribution which will be paid by
each individual employee and by his employer (not combined). This Is based on
the projected taxable wage base shown in Exhibit 2. In addition, Exhibit 3 In-
dicates the percentage increase of contributions required by H.R. I as compared
with scheduled contributions of the current Social Security law.

In only five years (1977) the amount of Social Security contribution which
each employee and each company would be required to make would increase by
75 percent ($920.00) over the scheduled contribution required under current law
($526.50). By 1989 each company and each employee would make a maximum
contribution ($1,680.00) which would be 200 percent greater than the one re-
quired by today's Social Security schedule ($544.50).
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This bill goes a considerable distance toward moving the philosophy of the
Social Security program from a "floor of protection" concept to one which would
pose a serious threat to the continued expansion of the private pension plan
system. For many years a combined employee-employer tax rate in the neighbor-
hood of 10 percent was considered to be a ceiling for Social Security tax pur-
poses-it is now scheduled at 12.1 percent.

We realize that there is no magic in the 10 percent figure but this bill would
increase it by almost 50 percent (to 14.8 percent). We think it is time to put a
brake on ever-escalating Social Security taxes. We believe that Social Security
costs are getting out of hand. We urgently recommend that this Committee
modify H.R. 1 and many of its provisions, particularly those automatic escalation
features which would tend to skyrocket costs and lock in inflationary pressures.
We further believe that consideration should be given to reestablishing Social
Security financifig-on essentially a pay-as-you-go basis, thus permitting a rdeuc-
tion In scheduled maximum contribution amounts.

MEDICARE AND 'MEDICAID

NAM supports and commends the attempt made in this bill to streamline and
make more efficient both programs. Our views on Medicare and Medicaid are set
forth in greater detail in our position paper entitled "Financing Health Main-
tenance, Care and Delivery", a copy of which is attached to this statement and
we respectfully request that it be made a part hereof. In addition we do have
sonie specific comments as follows.

MEDICARE COVERAGE FOR DISABLED BENEFICIARIES

The bill wouldcover the disabled under Medicare -after having received dis-
ability benefits for not less than 24 consecutive months. The cost of including such
persons is estimated at about $1.8 billion for the first full year and $2.5 billion
per year in the long run. Coverage of the disabled under Medicare was considered
during the hearings conducted on H.R. 175.50 last year but wisely, we believe,
was not included in either the House or Senate versions. NAM believes there are
important reasons for regarding the disabled as different from the elderly since
dealing with the medical care costs of the disabled in many cases affects the in-
surance of other members of the disabled person's family. Since there are cur-
rently several other private and public proposals for health care for the disabled
person and his family, we believe that these approaches should be studied first.
Further, we should make sure that we have adequately financed the increasing
costs of Medicare for the 65-year-old and older group before making additional
commitments.

PART B-PREMIUM CHANGES

H.R. 1 proposes that the supplementary medical insurance premium paid by
the enrollee could be increased in the future only to the extent that benefit levels
are also increased. The bill further proposes that should costs of this program
exceed such additional revenue, then the balance would be financed out of general
revenue.

GENERAL COMMENT

As we interpret it, there appears to be an increasing trend, as evidenced by this
bill, toward the use of and reliance on general revenues for financing liberaliza-
tions of the program. NAM believes that such a trend is contrary to the concept
and acceptability of the Social Security program to the American people. This
program was intended to provide work-related benefits, and efforts to make it
over into a welfare plan should be staunchly resisted. Continued acceptance of
the social insurance concept by the American people depends upon Congressional
restraint on Including benefits not rleated to earnings or attachment to the labor
force or pure welfare benefits. Reliance on expanded general revenue financing
only serves to weaken further the social insurance concept and leans more heavily
towards the operation of the entire program as a rational welfare program. We
believe that the Social Security program should continue to be financed on a
payroll tax basis.
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NAM Policy Statement
on

Financing
Health Maintenance,
Care and Delivery

HE GOAL OF NATIONAL POLICY for health care and delivery
should be a competitive industry capable of providing incentives

for maintaining health, as well as necessary services for the sick.
National policy should give maximum encouragement to the private
health and insurance industries to develop incentive-oriented meth-
c ds of health maintenance, care and delivery which are designed to
provide better and more comprehensive health services and bring
costs under control without sacrificing quality.

The federal and state governments should: (1) encourage the re-
moval of legal and other barriers to the introduction of new or
improved health care and delivery systems; (2) avoid providing and
financing health services to the entire population; and (3) assure that
federal and state income assistance intended to enable the needy to
obtain adequate health care be used exclusively for that purpose.

-Adopted December 2, 1970
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INTRODUCTION

In the past several years, the problems of providing adequate medical and
health services have been compounded by the enactment, and apparently
uncontrollable expansion, of medicare and medicaid. As a result, a period
of "retroactive planning" with respect to these programs began early
in- 1970.

As this re-examination progressed, it has involved much broader issues
of financing health care delivery in the United States and public-private
roles therein. The public policy debate which is developing will center on
the choice between a compulsory national health insurance and a pluralis-
tic approach to the problems of providing more comprehensive health
services without sacrificing quality. The new NAM position is addressed
principally to this issue.

The Public and Private Costs of
Medicare and Medicaid

Congress enacted Titles XVIII (medicare) and XIX (medicaid) of the
Social Security Act in 1965. There seems little doubt that these major
federal programs have been important factors in accelerating the deniand
for more and better health care services and in crystallizing the problems
of health care delivery throughout the nation.

While medicare and medicaid are different programs, they are related
and can be considered jointly at least as far as overall cost impact is con-
cerned. Both programs involve federal payments for health care services
to the poor and aged: medicare currently pays for health care services
for 20 million aged; medicaid coverage extends to more than 10 million
poor. This aid to the general population is in contrast to older health pro-
grams directed toward such specific categories of federal beneficiaries as
members of the armed forces, veterans, merchant seamen and American
Indians. From the point of view of financing, it was stated in a recent Con-
gressional debate that medicare and medicaid now pay 72 percent of the
health bills for the nation's aged-a dramatic change from only 4 years ago
when 70 percent of the health expenses of the aged were privately paid.

Table I summarizes the increase in federal health outlays in relation to
total federal outlays and to total expenditures for health. Between fiscal
years 1960 and 1965, federal outlays for health increased but remained a
relatively stable portion of total federal spending. Between fiscal 1965
and 1969, the amounts spent on health increased both absolutely and



TABLE I
Federal Outlays for Health Related to

Total Federal Outlays and Total Expenditures for Health

Fiscal Year

Est. Est.
1960 1965 1967 1968 1969 1970 1971

Total federal outlays
(bilikms) $92.2 $118.4 $158.4 $178.9 $184.6 $197.9 $200.8

Federal outlays for health
(billions) $ 3.5 $ 5.2 $ 10.8 $ 14.1 $ 16.6 $ 18.8 $ 20.6

Federal health outlays as
percent of total federal
outlays 3.8 4.4 6.2 7.9 8.2 10.0 10.5

Total national health
expendtures (billions) $26.4 $ 38.9 $ 48.2 $ 53.9 $ 60.3

Federal health outlays as
percent of total national
health expenditures 13 13 22 26 28 -

*Not available
Source: "Federal Health Programs" in Special Analyses, Budget of the United States, E Y 1971, p. 147.
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proportionately. The percentage ot total federal spending allocated to
health is expected to level off ;n fiscal 1971, although actual spending is
estimated to increase by $1.8 billion again.

There can be little doubt that, as the Budget for fiscal 1971 stated: "The
major factor in the yearly increase continues to be Medicare and Medi-
caid." Outlays for these two programs were estimated at $11.6 billion in
fiscal 1971-and are expected to account for 83 percent of the increase in
federal spending for health in that period.

The original cost assumptions for both programs fell far short of actual
experience.

" In 1965, it was estimated that medicare costs in calendar year 1970
would be $3.1 billion; the current estimate is $5.8 billion.

* In fiscal 1965, medicaid expenditures amounted to $1.3 billion, of
which the federal share was $555 million. For fiscal 1971, the.esti-
mate for total medicaid outlays is about $6.2 billion, with the federal
share amounting to $3.1 billion. Recent estimates indicate that the
federal share for medicaid may be as high as $12 billion by 1975,
with the states contributing an equal amount.

The unexpected demand for more and better medical services and in-
creased utilization of health facilities resulting fr6m the enactment of medi-
care and medicaid has affected the health costs of the entire population.
Some authorities blame the architects of these programs for ignoring the
fundamental laws of supply and demand. Vast new demands were created
for medical services without any real understanding of the impact on the
supply of health care services. This helped fuel an explosion in medical
care costs that is even more aggravated than the general inflation currently
plaguing the economy (see Table II).

In addition to their impact on spending and on the total economy, these
programs are also beset by administrative and management problems
resulting from legislation which was enacted in haste, without adequate
planning and analysis, and which imposed complex problems and systems
for reimbursement. Therefore, the first question has been how these exist-
ing programs could be made more effective and their costs brought under
control.

Medical Economics and Proposals
For Changing Medicare and Medicaid

There is a growing recognition that the facts of medical economics, hereto-
fore of relatively little general interest, provide essential clues to the ques-
tion of what went wrong with medicare and medicaid. For example, one of
the traditions of medical care is free service to the needy by both doctors
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TABLE II
Consumer Price Indexes for Food, Rent and

Medical Care, 1960-1969

Year Food Rent Medical Care

1960 .............. 101.4 103.1 108.1
1961 .............. 102.6 104.4 111.3
1962 .............. 103.6 105.7 114.2
1963 .............. 105.1 106.8 117.0
1964 .............. 106.4 107.8 119.4
1965 .............. 108.8 108.9 122.3
1966 .............. 114.2 110.4 127.7
1967 .............. 115.2 112.4 136.7
1968 .............. 119.3 115.1 145.0
1969 .............. 125.5 118.8 155.0

Source: Bureau of Labor Statistics

and nonprofit (voluntary) hospitals. When funds were made available
through these programs to pay for medical care to the aged and the poor,
could the practitioners and the institutions be expected to continue to pro-
vide services at no cost?

To cite another instance, between 1946 and 1970, the supply of hospital
beds was increased by the construction or modernization of 467,000 beds
at a cost of approximately $12 billion. The federal share was $3.7 billion,
or roughly 30 percent. However, the increase in hospital costs was even
steeper than that of medical care generally. A good deal of this results
from the increase in wage costs, particularly for non professional persoli-
nel, and the continuing low productivity of the industry as a whole.
Although these trends were already discernible in the mid-1960s, both
medicare and medicaid were so structured as to encourage hospitalization.
Further, the "reasonable cost" reimbursement formula provided no incen-
tive for increased economy or efficiency. In fact, insofar as it encouraged
the building of excess bed capacity and, in some places, the duplication of
expensive equipment, it tends to raise the cost of hospitalization.

Further, the increased demand for medical services, arising in great
part from third party payments (private insurance, medicare, medicaid)
raises questions about the adequacy of the supply of medical manpower.
On the general assumption that there is a shortage of physicians, registered
nurses and other professionals, there has been an effort to increase the
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supply and shorten the training cycle. The federal government is now the
dominant force in medical education insofar as it contributes so large a
portion of the funds that go to medical schools. In addition to the matter
of supply, however, there is the problem of relating manpower needs to
the structure of the health industry. Professor Eli Ginzberg, an economist
specializing in manpower problems, has raised interesting questions sum-
marized in the comment: "There is no point to increasing the supply with-
out altering the pattern of utilization."

Similarly, Dr. Paul M. Ellwood, Jr., consultant to the Ddpartmeiit of
Health, Education and Welfare, believes that merely increasing the supply
of physicians, without changing the structure and organization of the
health industry, would further increase demand and escalate costs:

"Further, it's doubtful that more physicians would solve the
problem of availability of medical care anyway, unless unac-
cept~ble steps were taken to simultaneously regulate the special-
ties th yhooseand the locations where they establish practice.
For example, 53 counties in the United States have no available
physicians, while some urban areas have more doctors than can
be efficiently utilized. Present rigidities in licensing procedures,
constraints of malpractice, and other barriers to medical prac-
tice in the various states, also restrict optimal utilization of avail-
able health personnel. Maldistribution and suboptimal utilization
of health manpower are the result of conditions which cannot be
treated by simply increasing the supply, and in fact, may be
aggravated by this approach." .(Unpublished paper, 1970)

The major proposals which have been made for improving medicare
and medicaid have recognized the implications of these aspects of medical
economics, some of which require long-term solutions, as well as the need
to make immediate improvements in the administration and management
of these programs. As the McNerney Task Force on Medicaid and Related
Programs stated in its Report of November 12, 1969:

"Recommendations at this time are focused largely on what can
be implemented essentially within the framework of the present
Medicaid system. Let it be clear, however, that the Task Force
sees many weaknesses in this framework. Fundamental changes
may well prove necessary in the long run. But when human
services are at stake, no purpose is served by continuing to live
with inefficiencies and inequities that can be remedied, particu-
larly when the short-run improvements can be designed to fit or,
at theleast, not run counter to probable long-run courses." -

The chief recommendations that have been made to date with respect
to medicare and medicaid are embodied in the Administration's budget
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proposals for fiscal year 1971; the Social Security Amendments of 1970
(H. R. 17550), and the President's Family Health Insurance Plan, which
will not be detailed in legislation until early 1971. These are summarized
below.

The Fiscal 1971 Budget Proposals

The President's Budget Message recommended revisions of medicaid
"to stimulate the use of proper, but less expensive, medical treatment
outside hospitals and long-term care institutions." In the budget document
proper, the Administration proposed legislation that would:

* Shift 0.6 percent of the Social Security combined payroll tax from
the retirement system to the hospital insurance part (Part A) of
medicare, effective January 1, 1971.

• Increase the monthly premiums for Supplementary Medical Insur-
ance (Part B of medicare) from $4 to $5.30 on July 1, 1970.

• Limit medicare and medicaid depreciation reimbursement to facilities
whose capital improvements have been approved by an appropriate
health planning agency.

• Exclude from the program those physicians, hospitals, and other
health services providers found guilty of flagrant abuses.

* Expand utilization review authority to include the initial need for
hospitalization.

* Require long-range construction planning by providers of services as
a condition of program participation.

* Expand the Department of Health, Education and Welfare's authority
to experiment with and install financial incentives to efficiency and
economy.

* Direct medicaid more toward preventive and acute medical treat-
ment programs and away from long-term residential care which has
represented almost one-third of all medicaid outlays.

There were also proposals to shift medical facilities construction funds
(largely Hill-Burton) away from direct grants and the "quantity of beds"
approach and toward more funding for ambulatory facilities, reliance upon
guaranteed loans with interest subsides for construction and moderniza-
tion of private non-profit hospitals and long-term care facilities, and di -ect
loans for public institutions. These requests were so transformed in the
Medical Facilities Construction and Modernization Amendments of 1970
(H.R. 11102) that the President vetoed the bill. The veto was overridden
by both Houses. However, the Bureau of the Budget's views on the rela-
tionship between the Hill-Burton approach and present health care needs
is of interest:

"... new conditions and changing needs make sole reliance on
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grant programs or emphasis on additional hospital beds inap-
propriate. With medical price increases and the inability of the
health system to deliver services effectively, there is growing
recognition of the need to develop ambulatory care facilities
(hospital outpatient departments, clinics, and community cen-
ters), particularly where they can serve as more efficient and
economical alternatives to hospital care. In addition, the growth
of third party payments (e.g., private insurance, Medicare, and
Medicaid) to cover the costs, including depreciation, of hospital
and skilled nursing home care, has improved the ability of these
institutions to finance needed capital improvements through
borrowing." (Special Analyses of the Budget, Fiscal 1971,
p. 153)

Social Security Amendments of 1970

The health care amendments comprise Part B of Title II of the House-
passed H.R. 17550. These are intended to improve the operating effective-
ness of medicaid, medicare and maternal and child health programs. At
the time of writing, this legislation had not been enacted.

There is potential for improved administration in recommendations
that, if enacted, would:

* Encourage experiments and demonstration projects to develop in-
centives for economy in the provision of health services.

* Extend utilization review requirement to hospitals and nursing homes
under medicaid.

* Require institutional planning in the form of overall plans and bud-
gets for hospitals under medicare.

* Expand utilization review to include the question of the initial need
for hospitalization.

• Establish incentives through variable federal matching rates for states
to emphasize outpatient care under medicaid programs.

• Provide incentives through federal grants to the states to install and
operate claims processing and information retrieval systems under
medicaid.

The bill also included provisions addressed to the problem of control-
ling the inflationary factors inherent in the present "reasonable cost" reim-
bursement practices. These appear to raise as serious problems as they
may solve. For example, it is generally recognized that disallowance of
costs after services have been provided by institutions creates uncertainty.
Therefore, the solution offered is to set limits on a prospective basis, eval-
uate necessary costs on a class-rather than a case-basis, anaI provide that
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extra or more expensive services be charged to the beneficiary if he is so
advised prior to admission. These steps seem to be logical guidelines for a
systematic approach to the definition of "reasonable cost."

Because there appears to be no adequate body of timely cost data for
making the necessary comparison of costs of health care institutions or
measuring the efficiency of health care delivery, the House Ways and
Means Committee suggested that the Secretary might be able to set
"reasonable limits" for a class of institutions so that only extraordinary
expenses would be subject to any limitations. This does not seem to be an
effective approach to control of inflationary tendencies nor does it provide
any real incentive for the institutions to control their costs or reduce the
length of hospitalization.

One of the findings highlighted in the Senate Finance Committee's staff
report on medicare and medicaid was that medicare payments are usually
significantly higher than those made by carriers under their own programs.
This suggests that another approach to the matter of "reasonable costs"
would be to require that these two sets of reimbursements be brought into
line-instead of considering "customary and prevailing charges," as in the
present statute. This would provide a direct guideline without introducing
a clumsy administrative apparatus or rigid controls.

The attempt to implement this approach to the "reasonable cost" issue
in H.R. 17550, as it applies to services under the supplementary medical
insurance program, is bolh less direct and more complex. The present
administrative policy of using the 83rd percentile of customary charges
as the limit of "reasonableness" would be modified by using the 75th per-
centile as the standard after June 30, 1971. Beyond that, beginning with
fiscal 1972, increases in fees would be recognized as reasonable in terms
of their relationship to two economic indexes: Consumer Price Index (ex-
clusive of medical care) and earnings in the area as reported to the social
security program. The compulsory regulation of fees does not seem to be
a substitute for incentives for more efficient delivery of health care services.
In fact, this approach might merely discourage practitioners from caring
for medicare patients..

One of this group of amendments goes beyond both the administrative
improvement and .the direct cost control approaches. That provides for
payments to health maintenance organizations for persons eligible for
benefits under medicare. Such payments would be on a prospective per
capita basis. Premiums would be determined annually, taking into consid-
eration premiums on non-medicare enrollees, but would be no more than
95 percent of the estimated amount that would be payable if such covered
medicare services were furnished outside of the health maintenance organ-
ization framework. The Ways and Means Committee's Report noted that

4
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there is sufficient authority in the present medicaid program to permit
states to arrange for medicaid coverage through a health maintenance
organization if beneficiaries are guaranteed freedom of choice of health
providers.

Family Health Insurance Plan

In June, President Nixon proposed a Family Health Insurance Plan.
The details will be transmitted to the Congress early in 1971. The proposal
-came as part of the Administration's response to the Senate Finance Com-
mittee's request for amendments to the Family Assistance Act. Therefore,
it is directed at elimination of: (1) state by state variations in coverage,
benefits and eligibility; (2) categorical inequities arising from the exclu-
sion of male-headed ("working poor") families; and (3) the abrupt ter-
mination of. benefits when income reaches the welfare or the "medically
indigent" cutoff points.

The program the Administration is developing is a form of graduated
contributory insurance with family contributions scaled by income. Cover-
age might be mandatory for families receiving benefits where their cash
benefits were equal to or in excess of the required premium.

According to Administration statements, benefits under this proposal
would be tailored to provide encouragement of: (1 ) the use of lower cost
outpatient services; (2) prevention and early care; and (3) reimburse-
ment policies designed to encourage efficiency, economy and utilization
control. It could, according to their estimates, be provided without signifi-
cant increases in federal outlays beyond medicaid expenditures projected
for fiscal year 1972.

The health maintenance organization proposal for medicare benefici-
aries in the pending Social Security Amendments and the Administration's
proposed Family Health Insurance Plan for some medicaid beneficiaries
indicate the probability of fundamental changes in both programs. Because
of the magnitude of these programs and their impact on health care gener-
ally, such changes would affect all health care services and costs.

To say that the federal programs are moving in the direction of "insur-
ance" is an oversimplification. On the one hand, Part B of medicare and
the cost sharing or deductible provisions of medicaid already have some
of the qualities of insurance, as does the financing of Part A (hospital
insurance) of medicare. On the other hand, the proposals for national
health insurance vary greatly, as do the types of private health insurance
now available. What is really being discussed is how to achieve better and
less costly health care delivery.
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The Federal Role
It has been suggested that the Administration must make a major decision
on its" strategy for dealing with the "much proclaimed health crises" by
choosing between:

* reliance on continued or increased federal intervention through regu-
lation, investment and planning, and

* promoting a health maintenance industry that is "largely self-regulat-
ing and makes its own investment decisions regarding resources such
as facilities and manpower." (Dr. Paul M. Ellwood, Jr.)

Obviously the Administration is moving in the direction of the second
alternative. In Secretary Richardson's words: "One of our goals is to open
the market place and provide opportunities for new delivery systems."

The nature of the health care industry, British experience with its na-
tionalized health services, and the basic attitude toward federal interven-
tion in the provision of basic services all appear to make that the more
attractive choice.

The Administration's preference for the second alternative also is re-
lated to the larger issue of substituting ad "income strategy" for a whole
slew of service-type programs. The Family Assistance Plan, if operative,
would give the poor, including the working poor, a better basis for buying
medical services which are now provided to those "on welfare' through
medicaid. The Administration's proposal to transform medicaid into a
prepaid medical insurance coverage for the same population, with "pte-
miums" based on a sliding income scale appears to be a logical extension
of the "income strategy" approach.

Some observers look for significant overall cost saving in the "income
strategy" approach, assuming that inuch more selective use of,medical
services would be made with more consumer discretion (and financial re-
sponsibility) for the extent of those services. Unnecessary and costly over-
taxing of hospital facilities, of course, has been one of the main criticisms
of the medicare-medicaid programs.,

As the national debate on health care policy continues, however, the
alternatives of federal intervention or a self-regulating health industry are
likely to become less clear as a variety of subquestions are raised. For
example:

* There is great interest in prepayment as a method for improving the
,quality and controlin g the cos of health care, but should prepay-
ment be on a capitation or a services-rendere4 basis?

* If prepayment is a synonym for insurance, does that mean a national
insurance program financed through taxes? a dual system? a private
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system with government subsidy to those unable to afford to pay
their own premiums? a system of tax credits?

. If prepayment is on a capitation basis, is it likely to require or favor
group rather than individual practice?

Such questions-to some extent even the basic choice as to the federal
role-in turn go back to the fundamental issue of what. it is that we are
trying to accomplish. Clearly there are two major goals: (1) improving
the quality and accessibility of health care; and (2) controlling the cost.
Almost all people who are discussing the issue want to do both: to provide
quality care at reasonable cost.

"Quality" in health care is something which the majority of patients-
or consumers-are unable to evaluate. As is frequently pointed out, it is
usually health care practitioners, rather than those who pay the bills, who
are the consumers of health services in the sense that they select what is to
be done for the individual. It is probable that the individual patient, or his
family, respond to subjective criteria-a private room or a private nurse
are pleasanter than being in a ward or sharing the attention of floor nurses
with others; there are more amenities in a private hospital than in a city
hospital; the elderly patient in a nursing home enjoys the attention of
frequent visits from "his" physician, arid so on. Therefore, the judgement
of "quality" from a technical point of view must depend on peer review
by professionally qualified people.

The financing of health care delivery and the approaches to cost con-
trol, beyond specific administrative reforms of medicare and medicaid,
are the areas in which debate over the federal role will be, concentrated.
There are four major types of financing proposals before Congress and
the public:

I. national health insurance
.2. catastrophic health insurance
3. tax credits for private health insurance
4. federal subsidies for purchase of health insurance by low-income

families
Implicit in the discussion of "income strategy" is the possibility of a fourth
approach which would work toward replacing medicaid and, eventually
medicare, by income additions to allow purchase of health care services
on the open market.

,Health insurance is already a familiar factor in health care. What will
be debated is not its value but its financing.

* About 85 percent of the American population have some form of
private health insurance, which covers about one-third of.health care
expenditures.

* Coverage is most complete for hospitalization for all income groups;

2-3 0 -"-pt. 6..4
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followed in a declining scale by inpatient and surgical services and
outpatient services.

* 56 percent of the population with incomes under $5,000 have some
coverage.

* Only 36 percent of those with incomes under $3,000 have some hos-
pital insurance coverage.

0 Medicare provides hospital insurance under Part A for people over
65 and voluntary insurance for health services under the optional
Part B for almost all of them.

National Health Insurance
The idea of converting the Social Security system to provide a national

health insurance is not new. This broader definition of "social insurance"
is prevalent in other countries and the idea has been discussed time and
again since the enactment of the Social Security Act. Medicare gave the
concept a new impetus.

Three closely related proposals were made in the 91 st Congress and are
likely to be introduced again in the 92nd.

The National Health Insurance Act (H.R. 17806), sponsored by Rep.
Martha Griffiths, would extend and adapt the Social Security mechanism
to provide' comprehensive medical care for the total population and com-
prehensive dental care for children under 16. Eye care and prescription
drugs would also be included.

To finance this program, employees would pay 1 percent of payroll and
employers 3 percent, with the federal government matching the employ-
ers' contribution from general revenues. There would be a minimum cost-
sharing (e.g. $2 per visit to the doctor after the first visit) by the patient.
A rough beginning cost is $40 billion per year.

The Health Security Program, a similarly comprehensive program, was
announced on July 7th by the Committee of 100, a private group formed
by Walter Reuther. Senator Edward M. Kennedy introduced it as S.4297,
the Health Security Act, and it has a bipartisan group of sponsors.

The program would be financed through a health security trust fund,
similar to the Social Security trust fur.. The fund's income would come
from three sources-40 percent from general revenues, 35 percent from a
3.5 percent tax on employer's payrolls, and 25 percent from a 2.1 percent
tax on individual income up to $15,000 a year. In addition, the bill would
"allow" the employer to pay all or part of the employee's tax. On the basis
of data for fiscal year 1969, the program would have paid for $37 billion
-.or 70 percent-of the $53 billion in personal health expenditures. Its
sponsors have estimated that the cost of the program at present would be
$40 billion; others have placed its cost at about twice that amount.
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The National Health Insurance and Health Improvement Act (S. 3711 )
is sponsored by Senator Jacob K. Javits. It would provide for a new trust
fund, in addition to the one providing benefits for the elderly under medi-
care. The total cost would be financed from payroll taxes reaching the rate
of 3.3 percent on a $15,000 earnings base by 1975. The estimated cost by
1975, excluding savings on medicare and medicaid, would be $22.7
billion.

This plan would be implemented in steps with the total population eligi-
ble for basic benefits now provided by medicare by 1973. The first step
would be the merger of Parts A and B of medicare and their extension to
include the disabled under the age of 65. After coverage became universal,
prescription drugs, dental care for children under 8, and diagnostic serv-
ices, including eye and ear examinations, would be added.

Catastrophic Health Insurance

The Senate Finance Committee approved an amendment to the Social
Security Bill, proposed by Chairman Russell B. Long, adding a Catas-
trophic Health Insurance Program. This would provide coverage against
the cost of catastrophic illness for about 95 percent of the population un-
der 65. The planwould pay 80 percent of covered medical costs after a
family had spent $2,000 a year, and about 80 percent of hospital costs
after an individual had been hospitalized for 60 days. The program would
cover the same services included in medicare and would be financed
through social security taxes. First-year costs are estimated at $2.3 billion.

Tax Credits

A number of proposals have been made to provide a tax credit as an
incentive for the purchase of private health insurance. This proposal is
most closely identified with the American Medical Association. The
A.M.A. proposal, originally offered in December, 1968, was modified in
1969. Testifying on medicare and medicaid before the Anderson Sub-
committee of the Senate Finance Committee in June of 1970, Dr. Gerald
D. Dorman, A.M.A. President, summarized the Medicredit program:

... To meet the problems of Medicaid, each low-income person
would receive a certificate for the purchase of a qualified and
comprehensive health insurance plan. The cost would be com-
pletely federally financed.
... For the middle and higher levels of income, tax credits would
be offered, on a sliding scale, favoring lower-income groups,
based on the tax liability of a family for the purchase of qualified
health benefits coverage.

A draft bill, the Health Insurance Act of 1970, is available but it has not
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been introduced. The American Medical Association has been coupling
its proposals for professional review with its financing proposals. Senator
Wallace Bennett has proposed a professional standards review amendment
tb the Social Security Amendments of 1970.

An Incentive System
A self-regulating health industry would be designed to provide economic
and professional incentives toward maintaining health, rather than just
providing services for the ill. It depends on an element of competition and
a variety of approaches to the matter of financing.

Medicare and medicaid have disappointed almost everyone. The most
obvious problem, which was responsible for much of the attention focused
on these programs in the past year, is their skyrocketing costs and related
inflationary pressure on all health care services. The emphasis of medicare
and medicaid has been almost entirely on institutional care of the sick-
specifically hospitalization-rather than on preventive medicine and the
maintenance of health.

The proposals for compulsory national health insurance, although they
may recognize the importance of health maintenance, are otherwise exten-
sions of the basic approach of medicare and medicaid, which simply has
not worked. Government has not proved to be an effective purveyor of
services-particularly of such individualized services.

The present problems of health care, maintenance and delivery require
more than one approach. The development of alternative systems should
be encouraged and their results evaluated and publicized. In this connec-
tion, the federal and state governments do have roles to play. There are
some laws and practices-the prohibition of group practice, unwillingness
to license paramedical personnel, insurance programs that encourage hos-
pitalization are examples-that are barriers to the introduction of new or
improved health care and delivery systems. Government should encourage
the renoval of those barriers.

Although government should avoid financing health services for the
general population, it should provide a substitute for medicaid to enable
the needy to obtain adequate health care directly from the funds they
receive in the form of federal and state income assistance. Procedures to
assure its use for medical purposes will be necessary.

In summary, national policy should give maximum encouragement to
the private health and insurance industries to develop incentive-oriented
methods of health maintenance, care and delivery designed to provide bet-
ter and more comprehensive health services and bring costs under control
without sacrificing quality.
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STATEMENT BY CAPT. PAUL METOALF, CHAIRMAN, CommrrrEE oN DzscwmiNA-
TION IN PILOT EMPLOYMENT, AIR LINE PILOTs AsSOCIATION, INTERNATIONAL

The Air Line Pilots Association, International, appreciates this opportunity to
present its views on H.R. 1, amendments to the Social Security Act.

The Association, whose membership consists of about 40,000 airline crew mem-
bers, employed by more than 45 common carriers, has a unique Interest in the
proposed amendments. Since almost all of the nation's airline pilots are repre-
sented, In collective bargaining and In safety matters; by the Association, we
owe a special obligation to our members and to this Committee to focus atten-
tion on a blatant inequity in the present law which this Congress now has an op-
portunity to alleviate.

The inequity to which I refer derives, In a large part, from an administrative
regulation which requires airline pilots to retire at Age 60 regardless of their
actual health, fitness, and qualifications. The current Social Security law how.
ever, aggravates the injustice of this regulation and the Association is gratified
that H.R. 1, as we will show, takes some modest but progressive steps towards
a partial remedy.

In December 1959, the Federal Aviation Administration promulgated a regula-
tion (Federal Aviation Regulation Setion 121.383 (c)) which prohibited any per-
son from serving as a pilot on an airplane engaged in certificated air transport
service once that person has reached his 60th birthday. Despite Association ob-
Jection, the federal courts have, thus far, upheld the regulation as being within
the Administrator's discretion to promulgate.

The regulation has also survived in the face of Congressional enactment of P.L.
90-202, the "Age Discrimination in employment Act of 1967". Although Congress
there asserted that the public policy of the United States was ". . . to prohibit
arbitrary age discrimination in employment", subsequent administrative rulings
were issued characterizing the FAA Age 60 limitation as a bona fide occupational
qualification for airline pilots, and therefore not violative of the new statute.

As a result of PAR Section 121.383(c), about 1,000 airline pilots have been in-
voluntarily retired from airline service during the past 11 years. This year, ahd
in the years shortly to come, the number of airline pilots annually affected will
increase as the aviation industry comes of age. Association records show that 161
pilots will reach age 60 this year; during 1973, 183 pilots; during 1974, 254; and,
by 1980, 887. Apart from the overwhelming financial and psychological losses af-
flicting the pilot upon his 60th birthday, by virtue of FAR 121.383(c), there
are additional injuries caused by the terms of present Social Security law.

The airline pilot's social security benefits--like all workers'- are based upon
his average monthly earnings in covered work up to the year he reaches age 65,
becomes disabled or dies. In order to lessen the adverse impact on his average
earnings caused by periods of illness or unemployment, the law currently permits
up to 5 years In which earnings are lowest to be excluded from this computation.
This five-year dropout rule, however equitable for other workers, is wholly
nullified for the typical airline pilot because of FAR Section 121.383(c).

Airline pilots precluded from flying at Age 60 are generally unable to transfer
to another new occupation. Their prior dedication to a rigorous profession will
often preclude them from establishing a new earnings potential in a different field
at this advanced stage of his life. Accordingly, most pilots will experience little or
no income between ages 60 and 65 and will be obliged to have these years ex-
pended as dropout years.
- Since the current maximum wages credit for computing benefits is $9,000.00

per year, as compared to a maximum credit of $3,600.00 per year, or less, before
1954, pilots required to deduct current earnings years from their benefit computa-
tions, rather than earlier years, will experience significant reductions in their
benefits. The combination of present Social Security law and FAR Section 121.383
(c), therefore, works to create a special and unwarranted reduction in the size
of the retired pilot's benefit.
H.R. 1 offers two partial remedies for this inequity. FIrst, the bill would pro-

vide each worker an additional dropout year for each 15 years of coverage. Since
most pilots enjoy long, continuous and stable careers, we believe this provision
will allow a significant number of involuntarily retired pilots to exclude two of
their low-earning years after age 60 from the benefit computation.

Second, the bill would change the way in which benefits are computed so that
men and women ore treated alike. Currently, the period of years used for comput-
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Ing a woman's average wage ends at age 62, while, for men, it ends at age 65. .By
adopting an age 62 cut-off for men, the bill would not only cure a needless dis-
crimination but would also reduce the financial penalty imposed upon the male
victims of early mandatory retirement.

Accordingly, the Association fully endorses these specified aspects of H.R. 1.
In addition, we would urge these improvements: (1) the amendments should be
revised so that their impact is fully effective immediately, rather than, as is now
intended, spread out through a lengthy transition period and (2) the amendments
should be made applicable to those already on the retirement rolls.

Further, the Association recommends that this Committee exercise the present
opportunity to fully and directly resolve the Social Security inequities created by
the Juxtaposition of FAR Section 121.383(c). While the above-described amend-
ments which we endorse would largely alleviate the inequities, the most simple
and equitable solution, we submit, would be to allow additional dropout years
to airline pilots for every year after their 60th birthday.

TESTIMONY BY THE PLANETARIUM NEIGHBORHOOD COUNCIL, SUBMITTED BY
JOHN KOWAL, PRESIDENT

As a preamble to its testimony on H.R. 1 the Planetarium Neighborhood Council
wants to most respectfully express its concern about the closed nature of Senate
Committee "Public Hearings." It seems that the committee chooses-very carefully
the few individuals or organizations to be admitted to a hearing and even then
the hearings are attended by only a few committee members at a time. Since we
were not among the chose few but feel we have a great deal of direct experience
to offer from a middle class point of view we submit the following testimony for
inclusion in the printed record of the hearings.

The Planetarium Neighborhood Council Is an umbrella organization on the west-
side of New York City. The Council membership includes. P.T.A.'s, block associa-
tions, political clubs and religious institutions as well as a large number of busi-
nessmen, educators, professional people, housewives and students.

During the last decade the council has sponsored numerous demonstrations
directed toward improving the quality of life for the poor and middle classes.
When conditions improved for the poor in our community they consequently im-
proved for the middle and upper classes. Our demonstrations, which dealt with
welfare recipients and working poor, have influenced both city-wide and national
thinking and planning. It is with these years of first-hand experience and thought
that we submit this testimony and urge you most strongly to de/cat Title IV of
H.R. 1. We have taken this position for the following reasons:

CONCERNING MONEY

A base of $2,400 for a family of four is totally inadequate for any family and
is most detrimental to our economy. No benefit should at any time be below the
Regional Lower Living* Standard of the Bureau of Labor Statistics. Even the
1970 Census data "Poverty Line" exceeds H.R. 1 standards by more than $1,500.

When one writes and passes a reform bill one must improve the present situa-
tion and think beyond the moment.

The inadequate financial standard which now exists and which is proposed in
Title IV can only foster total breakdown in family life, health, education and
overall development of future generations. With the inadequate financial base of
$2,400 you will be guaranteeing a large future population who will be increasingly
dependent and useless to society, bearing the scars of an environment of constant
denial. This deteriorating process will uncontrolably increase the need for and
huge expense of health services (physical and mental) protective services, and
a variety of complete custodial institutions. This creates a great economic burden
on a large portion of your constituencies, impairs the U.S. economy and develops
a larger and larger group of poor. What then happens to the "Great American
Dream," to the great American middle class?

Were the existing recipients and working poor to receive an adequate income
they would immediately and steadily pour this money back into the economy and
produce a healthy future middle class with a lower tax burden to bear. An
adequate income subsidy can only be looked at as a direct spur to the economy.

Any realistic reform bill must include future changes commensurate with the
U.S. median- family income level. H.R. 1 allows for no future increases.
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It must make provision for non-recurring needs which if met will enable a
family to move forward; if not met, will create far more serious dependency and
expense.

No matter what the size of a family, its current needs must be met.
It is totally unrealistic to say "We will only feed a portion of your large

family." Will the remainder of the family go back into the womb?

CONCERNING WORK iND WOX INCLMWIVE

It has been our constant experience that almost all people are influenced by
a work ethic which requires fulfillment through meaningful work. "Meaningful"
need not mean only industrial labor of professional Jobs but can also be essential,
local community service jobs with upward mobility and realistic benefits. Given
the proper conditions such as health ability, job related training, good child care
and dependent people care, reasonable Income and benefits and the availablUity
of Jobs people would work without being forced and coerced. None of these con-
ditions are adequately provided for under Title IV of H.I I Given the above
conditions if a mother or care-taker relative of a child still felt it necessary to
remain at home it would be for good reason and one of her inalienable rights
to do so. A mother's prime reepon.ibility must be to her ohildren.

OONCERNINO WORK INCENTIVE

H.R. l's work incentive is punitive and unrealistic. The amount a worker may
keep is totally inadequate and a sham. Further, unless a worker is allowed to to-
tally disregard all reasonable work-related expenses, such as transportation and
taxea as well as full day-care expenses in calculating a family's income it will
often be to a family's advantage to have no one employed.

CONOERNING ELIGIBILITY

The bill as it now stands has several clauses of serious consequence to your
present constituency as well as future generations of Americans. There are In
the U.S. at the moment many unattached individuals, childless couples, and
families headed by full-time college students who are not fully self-supporting
for various reasons. Rendering them ineligible for benefits under Title IV does
not make them nor their needs disappear. Neither will it enable them to become
self-supporting.

It can only seriously aggravate their problems and again increase the cost
of health care and custodial services, thus increasing the present and future
economic burden-

The section requiring a spouse to take on financial responsibility 'of a child
for which he is not legally responsible only furthers family separation, Illegiti-
macy, fatherless households and all the ills involved in such relationships. Are
we trying to reduce the need for welfare in our country or are we only pretending
for political advantage. Let us not pass legislation guaranteeing further the en-
vironment which breeds Instability, poverty, total dependency.

As the legislation now stands before you it totally disregards the fact that
although one was earning and barely existing on a Very inadequate income
earlier in the year one might need assistance now. No matter what his past in-
come, one must consider an applicant's present need. If a person's income is large
enough to set savings aside he will do so for the most part. Very, very, few people
want to be on welfare.

Again, if a person arrives at a point where he requires public assistance,
possibly on a temporary basis, H.R. 1 requires that this person be stripped of his
minimal resources beyond any realistic point in order to be eligible. Does this
help a family to return to self-sufficiency?

A 30-day residency requirement is a political ploy unworthy of any welfare
reform bill. People do not come to the U.S. to go on welfare. Immigration laws
concern themselves that.

oONocaNI0G RIGHTS AND ADMINISTRATION

No one should be expected to work for ls than federal standards. H.R. 1 does
not guarantee thIS.

Recipients must be guaranteed full due process fair hearings, accompaniment
at hearings by advocates of their choice, and, after request, speed of hearing
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date and decision (i.e. 15 days for each). Until proven guilty he must be treated
as innocent with no reduction or withholding of grants. H.R. 1 makes no such
provisions.

There must be definite provision guaranteeing that clients be notified of their
rights on a regular basis when there are changes Jn procedures

The entire program should be administered federally thus eliminating state
Inequities and resultant problems.

In order 49poprevent the confusion and expense inherent in multi-agency ad-
ministration responsibility should lie with HEW.

Therefore, because of the above expressed total Inadequacy of Title IV of
H.R 1 we again, most strongly, urge you to vote against it and consider the
Harris Bill In its stead. We would also suggest the inclusion of a strong service
section In the bill since people In serious need often require more than monies
to become self-sufficient.

It is the Council's sincere feeling that legislators must go far beyond merely
representing their constituencies. They have far wider exposure to the nations
real problems and therefore must develop and enact legislation which will
further America, rather than a political career. They must take their national
exposure and knowledge back to their constituencies and help them to under-
stand issues on a broader level, rather than be swayed in a non-prudent direction
by local politics. A Senator has natona as well as regional responsibility.

STATEMENT OF, THE CoATLmoN OF INDEPENDENT HEALTH PROFESSIONS ON
PE REvw SYsTEMs

The Coalition of Independent Health Professions, composed of 11 health care
groups with a combined total membership of over 350,000 health practitioners,
is grateful for the opportunity to express its concern regarding the effects of
the amendments to the Social Security Act which deal with a professional
standards review system. Members of the Coalition of Independent Health Pro.
fessions who are endorsing this statement are:

American Association of Bloanalysts
American Association of Pastoral Counselors
American Occupational Therapy Association
American Optometric Association
American Physical Therapy Association
American Society of Medical Technologists
American Speech and Hearing Association
National Association of Social Workers
American Psychological Association

The Coalition commends the foresight of Senators Hansen and Bennett for
recognizing the need for a mechanism of self review as a means of improving the
quality of health care services under Title XVIII and-Title XIX of the Social
Security Act. We are, however, most concerned about certain specifics in these
proposals.

While there are imperfections in the existing standards review system, we
feel that the only possible action was taken to review medical services under
the original Medicaid and Medicare programs. Congress adopted the best possible
system of standards review without the valuable commodity of experience that
comes from years of program operation.

Now that Medicare and Medicaid have been operating long enough to permit
evaluation, it Is apparent that some general Improvements are in order as
they relate to the professional standards review sections.'The Coalition recognizes that a peer review system based on equitability,
proper composition, and the principles of fairness can perform invaluable
services both to the health professions and beneficiaries of the Medicaid and
Medicare programs. Program operation and management costs can probably be
reduced while at the same time the system can be reinforced to perform more
effectively.

-o those outside the health professions, the term "peer review" seems to
have lost its original meaning. When first proposed, the control mechanism
meant simply that the health professional would be subject to a review of
standards by his peers *hose training and expertise are equal to his own.
This, we believe, was the intent and purpose of Congress, the Executive Branch,
and-the practitioners performing services under both health care programs.
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This key factor in effective control seems to have been overlooked, as the
proposals before you suggest a standards review program be administered not
by peers whose training and expertise are equal, but rather by a board of
individuals whose professional background and education may or may not be
similar to the practitioner subject to review. The Coalition questions how
effectively and equitably one professional of a specialized background and
education can evaluate the judgment and services of a practitioner engaged in
another equally specialized field when the only common denominator is essen-
tially the fact that both are providers of health care services.

The adoption .of either bill, S. 1898 by Senator Hansen or Amendment No.
823 by Senator Bennett would authorize establishment of a board made up
primarily of doctors of medicine to review dentists, osteopathic physicians,
veterinarians, optometrists, and all other health professionals. This is not,
obviously, the best method of evaluation and review. It defies all logic and
rationale. A surgeon is no more qualified to evaluate the professional perform-
ance of a dentist than a dentist is capable of evaluating the work of a surgeon.

One does not have to look far to discover that there are well organized pro-
fessional standards review mechanisms readily available for true peer review,
within each of the health professions. Just as there presently are state medical
societies made up of M.D.s there are similar -groups canable of performing
review services for their respective health professions. Each organization is
willing to assume the responsibility for reviewing the services provided by its
own practitioners.

As a point of fact, many allied health professions have had favorable experi-
ence with such systems, dating back to the early 1960s when a peer review
system became necessary under the Kerr-Mills legislation, the forerunner of
today's Title XIX.

The Coalition of Independent. Health Professions believes that each profes-
sion it represents has the public interest foremost among its considerations.
Decades of success in developing and enforcing peer review systems attest to
the concern of our professions and expresses the fact that we desire to stand
accountable before the public.

Each national or State health society for each health care profession is earnest
In its desire to provide the best possible health care services for every patient
within the scope of its particular health discipline. Each society is sensitive to
the need for maintaining a high degree of ethical practice. Each society is cog-
nizant of the desire to provide the highest quality health care for the government's
and taxpayer's dollar.

Each of these organizations is willing to accept the formidable responsibility
for creating.an awareness of the values and process of peer review among those
qualified in its discipline and for the constant surveillance of its membership's
delivery of health care.

True peer review, a process whereby each health care professional is evaluated
by members of his own discipline, has been shown to be an effective means of
providing effective health services to each and every beneficiary of Federally-
sponsored health care programs.

The Coalition of Independent Health Professions urges careful re-examination
of the proposed amendments before any decision is reached, to assure establish-
ment of the mort equitable plan possible to achieve the goals this Committee
has so diligently sought.

We earnestly request that "peer review" be allowed to do that which it is
intended to do: provide a viable system of reviewing standards, performance and
utilization for the benefit of all whose health care is in any manner provided
under the Social Security Act. -

STATEMENT SuBMITTED IN BEHALF OF THE AMERicAN PUBLIo HEALTH
AssociATiox

The American Public Health Association has directly or indirectly dealt with
the problems of the poor, the sick, the disabled, and the aged during its first 100
years. We believe that an income that assures the basic level of health by facili-
tating an adequate standard of living and access to quality health care are both
basic human rights, and impact upon one another. Therefore, we support both
the right to health and the right to an adequate minimum income. "Furthermore,
a nation of wealth and responsibility must deplore the continuing Incidence of
poverty within its borders"
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TITLE, I

Provision relating to old age, survivors, and disability insurance
Although we believe that many of the provisions of this title are the improve-

ments regarding OASDI, it falls short of what is needed to maintain an adequate
standard of living and standard of health for our aged and disabled. The APHA
feels in the light of increases in consumer price index that the overall increase
of the benefits must be higher than the 5 per cent proposed to effectively raise
many of our aged citizens above the level of poverty. The average social security
benefit is about % of the Bureau of Labor Statistics budget for a retired couple.
The APHA advocates raising the level of benefits that correspond to need and
encourages a 20 per cent increase in the benefit levels effective July 1, 1972.
Social security is a bulwark in the protection that the government offers its
citizens against the adversities of age, poverty, sickness and disability.

It is a program that has quietly and efficiently done its job and has become
part of the warp and weft of the fabric of American life. Causes of ill health
like the causes of poverty are complex. There are no quick and easy solutions.
This bill proposes profound changes in the social security system. There is much
in this title that we approve of and a few things that are unfortunate. We apZ
prove of Section 102 and the provisions that tie future increases in benefits- to
increases in the cost of living. This would assure that the aged and the disabled
would not become victims of the vicissitudes of economic change. We support
Section 104 the increase in social security benefits from 82% per cent to 100 per
cent payable to widows and widowers. These beneficiaries are more likely to be
financially disadvantaged and require more health care. This proposal would
serve to alleviate poverty and would positively affect the health status of these
beneficiaries as well. We feel that Section 107 outlining the uniformity of method
of computing benefits for men and women is a sound and humane proposal and
should be enacted into the law. Fairness dictates that men and women should
have equal rights and privileges. Moreover, early retirees having often lost
their Jobs and having difficulty obtaining new Jobs may be too ill to be fully
productive and yet not sick enough to obtain disability benefits. The uniform
computation point at age 62 will go far to alleviate the plight of those forced
to retire on low benefits. However, these benefits in order to help those who
are already caught in a financial squeeze between lowered incomes and rising
health care and other expenditures must be enacted immediately. We urge that
the effective date of this section be January 1972.

Regarding Section 105, we should strive to make social security an adequate
source of income even when unsupplemented. For this reason, we advocate the
step-wise increase -and the earnings base to cover all incomes eventually, and
recommend raising this earnings base to $20,000 by 1976. This would serve to
reduce the regressivity of the tax while increasing revenues. Barring this, we
would advocate the use of general revenues to finance a portion of social se-
curity. This is not new. General revenues are now used for Part B matching,
hospital insurance for the non-insured, etc., and would only serve as an exten-
sion to an already ongoing source of funds. We are strongly in favor of Section
111 liberalization of the retirement test. We question however, the equity of a
uniform retirement test. We question however, the equity of a unifo m retire-
ment test for all levels of benefits in all areas of the country and of a monthly
exemption. (We feel that -the replacement of the monthly retirement test with
a quarterly retirement test In principle would be more fair to beneficiaries.)
We support Section 122, which is reportedly to affect nearly 1,000.000 persons,
which reduces the waiting period for benefits for disabled workers, disabled
widows, and dependent widowers from 6 to 5 months. However, this is woefully
inadequate. Since these people require income supplementations and medical
care now, we urge no waiting time be imposed.

TITLE II

Report of testimony for Senate Finance Committee
The American Public Health Association is particularly concerned with the

manner in which Health Care is financed and delivered in this country. With
this ini mind, the Apsociation has developed 9 points which it feels should be an
integral part of a National Program for Personal Health Services. These nine
points include :

1. Universal coverage for all residents of the U.S.
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2. Comprehensive benefits including preventive, diagnostic, therapeutic, and
health maintenance services as well as rehabilitation services which are provided
through primary care teams of physicians, dentists, nurses, and allied health
workers.

3. Financing by a combination of federal social insurance and general tax
revenues that will insure health care as a social right and aid in achieving
reasonable equity in paying for this care.

4. A reform'of the Health Care Delivery system in order to assure equal access
to good health, efficiency and effectiveness In the delivery of Health Care, and
the facilitation of interaction between the private sector, delivery functions,
and goternmental financing functions.

5. The organization and administration involving federal, State, and local gov-
-ernment with the assistance of regional organizations for planning and evaluation.

6. Public accountability that assures maximum responsiveness of the health
system to public needs, and that provides adequate data systems for monitoring
performance and comparative evaluation. -

7. Economic leverage of governmental financing on the delivery system includ-
ing payment on a per capita basis, annual negotiated rates for institutional pro-
viders, and a choice of prepayment or fee-for-service payment for professional
providers; and incentives for providers to adopt patterns of organization of pay-
ment aimed at achieving more effective beneficient services.

8. Revamped state program for licensure of health facilities and health, per-
sonnel to insure that they need a minimum federal standard, encourage the evalu-
ation of standards to the highest possible level, provide for consumer participa-
tion, and provide for reciprocity of professional licensure of health workers
moving from one state to another.

9. Adequate manpower, service, and facility resources with massive federal sup-
port for reorientation and expansion of basic and continuing edneation programs;
recruitment and support of students from segments of the population heretofore
excluded because of economic, race, and sex discrimination; fostering the educa-
tion of more professional health personnel who are interested in providing pri-
mary, personal, family health care; and retraining present health workers and
developing new types of health workers on a career ladder. Also, federal support
for the reorganization of the Health Care Delivery system with emphasis on
primary care teams and the expanding of research in health services to discover
new and better ways of providing quality care more economically.

It is within this context that the American Public Health Association will
view any proposed health legislation.

Long before the adoption of Medicare and Medicaid, APHA supported enact-
ment of legislation that would finance H.lth Services for those portions of the
population that were unable to pay. W',. eel that Titles XVIII and XIX were
commendable steps toward helping the aged and medically indigent, yet, they did
not go far enough. Large segments of our population remain unable to cover
their medical expenses, many of our services remain fragmented and inaccessible,
and costs keep rising to the point where more gnd more citizens, reaching into
the middle and upper income levels, will find themselves ruined by a single,
catastrophic medical bill.

The answers to these problems do not lie in simply amending various aspects
of Medicare and Medicaid. These Titles are still aimed at specific portions of
our citizenry, and are not even totally comprehensive to those who are fortunate
enough to be eligible. Deductibles, co-insurance, and co-payments required under
certain portions of both these bills are often, in themselves, out of the financial
reach of many of our aged or medically indigent. The fact that even though
services are paid for does not, in itself, guarantee that these services are always
accessible to the individual (particularly the infirm or disabled), nor does it
ensure that the quality of the service would be of high standard and that the
person will be treated with the dignity and concern he deserves.

Until a system of universal health insurance is adopted, coupled with a more
rational approach to delivering services that are responsive to the needs of the
consumer and are oriented to a controlling cost, we will not be able to solve the
problem. The American Public Health Association is not advocating an approach
that would be detrimental to the health professionals of this nation, nor is It.
opting for complete governmental control of the system. Rather, we envision a
cooperative effort between consumers and providers, one in which care is made
available in all parts of the country, and which creates new types of careers
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in the health field that will facilitate the physician's task. and eliminate the fear
of the financial tragedy that can befall an individual as a result of a single
medical crisis in his family.

We realize that thee issues are already being discussed in this Committee
and in other Congressional committees as well, and, that, while decisions will be
made regarding these, it Is still necessary to extend and amend existing legisla-
tion to more effectively care for the most needy segments of our population.
With this in mind, the following are offered as APHA's thoughts on the proposed
amendments to Medicare and Medicaid.

Section 201-APHA strongly endorses the extension of Medicare coverage to
the disabled. The existence of a portion of our population that had neither the
resources, nor the ability to get these resources, in order to pay for health care
makes this an important addition to the Medicare legislation. We do hope, how-
ever, that implicit within this Section, is the possibility of paying for all medcal
services to the disabled and thereby eliminating the need for the existing multple
funding sources (e.g. vocational rehabilitation, Medicaid, etc.).

Section 202-Although we recognize that there is a need to cover many people
who have reached retirement age and are not eligible for social security, APHA
cannot support the extending of Medicare benefits to these people at an approxi-
mate monthly rate of $81. Many of the people within this category, which includes
migrant workers and domestics, are those least able to pay any sort of premium
in order to receive their health care. The possibility of some private or public
agency paying for these individuals might eliminate this problem in some cases,
but would not be universally applicable. An Important rationale for the passage
of Medicare legislation, in the first place, was to cover medical expenses for the
elderly who have little income and, in many cases, few assets Although many of
the people who would become eligible under the provisions of Section 202 are
those who are self-employed and are not Indigent, large proportion remains that
are the most disenfranchised and who were least able to provide for themselves
even during their productive years. To Impose an annual premium rote of $368
or more on these people would make it impossible for them to share in these
benefits. As well, the coverage. provided in this section is only for Part A or
hospital insurance, which would leave these people liable for all other medical
costs.- Even if Part B Is Included, the added premium required for that would
make it even more difflcult for these people to take part In the program.

Section 20.-APHA supports the tying of Part B premium increases to social
security cash benefit Increases. We feel that the limited income of many Medi-
care beneficiaries makes payment of the Part B premium rate difficult. Moreover,
a constantly Increasing cost of living In this nation, without some corresponding
increase in the Income from social security cash benefits renders their situa-
tion even more trying., Therefore, we support the provisions of Section 203 as
providing a much more equitable alternative to the present method of setting
premium rates.

Section 204.-The present existence under Medicare of both a $50 deductible
plus a 20 percent co-Insurance rate make it very difficult for many Medicare
beneficiaries to pay their share. Although an Increase from $50 to $W0 In the
deductible, will represent a savings to the government, this savings can not make
up for the hardships that the $10 increase might cause to many of our elderly
citizen&

Section 205.--As was stated above, the existence of a deductible, co-insurance,
and co-payment often represent an unnecessary burden to beneficiaries of Medi-
care. In Section 205, the added expense of a co-payment of $7.50 per day from the
Slot to the 60th day of hospitalization increases that burden. Although the
number of lifetime reserve days has been Increased frim 60 to 120, and that the
co-payment provision might serve as a cost savings device for the fund, we do
not feel that these two facts compensate for the added financial burden to the
Individual who can least afford it.

Section 206.-Given the fact that many people who are eligible for Part B
un4er Medicare, due to inattention or inability to manage their affairs, fail to
enroll in timely fashion and lose several months or even years of necessary
medical Insurance and coverage, we endorse the provision of this Section. We
do ,feel, however, that this still does not take away the major stumbling block
in Part B, which is the Mquired premium payment.

ection 207.-As indicated in our statement on personal health services, APHA
*'tr qnl supports the increased utilization of lees costly out-of-Institution health
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care. We concur with the provision within this Section for a 25 percent increase
In the federal Medicaid matching formula for amounts paid .by states under
contract with health maintenance organization or other comprehensive health
care facilities. As well, we recognize the need for the discouragement of un-
necessary overutilization of costly Institutional care. The excessive number of
patient-days spent in hospitals, the unnecessary admissions to inpatient facil-
ities where care could have been administered on an outpatient basis, and rapidly
rising costs of hospital care are all indicative of problems that exist within our
health care system. A one-third reduction in the federal Medicaid matching
share for excessive stays in the hospital, however, is not an effective solution.
Problems leading to overutilization and high costs are deeply embedded in our
system of third party reimbursement, In the insufficient emphasis on health
education to our citizenry, in the lack of effective home health programs and
availability of comprehensive primary care facilities. This one-third reduction,
in our opinion, would have little effect on these more global problems, and, most
probably, would ultimately penalize the acutely or chronically ill Medicaid re-
cipient. Reduction in federal funds would lead to cutbacks in state services
provided under Medicaid, higher eligibility requirements, or increased deductible,
co-insurance or co-payments by the recipient. This Section does point out major
defects in the delivery and financing of health services and, as well, the need
for a much more comprehensive attack on these problems.

Section 208.-The imposition of graduated enrollment fees on the medically
indigent, and the possibility of deductible and co-payment requirements for cer-
tain optional Medicaid services. These means of cutting costs, are totally un-
acceptable. This Section exemplifies the erroneous assumption that results
from our much vaunted health crisis. It places added burden on those who are
most vulnerable and least capable of paying for the services. It will discourage
many people from taking part in the Medicaid program, urge others who do take
part in the program not to make full use of it, and will prevent people from
obtaining drugs, prosthetic devices, hearing aids, etc. that have been prescribed.
To penalize these people and make them responsible for resolving the ills of
the system is Inexcusable and will prove, in the long run, inadvisable.

Section 221.-APHA approves of this Section which prohibits reimbursement
to providers under the Medicare and Medicaid Program for capital costs as-
sociated with expenditures of $100,000 or more that are specifically determined
to be inconsistent with state or local health facility plans. A major problem in
our health care system is the lack of any overall plan as to the distribution of
health facilities and the scope of services that they provide. This has led to
a great deal of duplication, an overabundance of services in some areas and a
dearth of these services in others, and much unnecessary expenditure. Since
the passage of the Comprehensive Health Planning Act (Public Law 89-749,
there has been a mechanism available both on the state and the areawide level
to alleviate this problem. The work done by these 314 A and B agencies, as well
as the Certification of Need programs existing in many states, should be ad-
hered to by the Federal Government in reimbursement under Medicare and
Medicaid. Also, the ability to prohibit reimbursement under these two Titles
of projects which are Inconsistent with state or local plans gives these planning
agencies more leverage and helps them to fulfill their mandate.

Section 222.-The American Public Health Association shares the opinion with
many other groups that present methods of payment are inadequate, often costly,
and, thus, require revision. We, therefore, support provisions of this Section
that give the Secretary, directly or through contracts with public or private
agencies, the authorization to develop and carry out experiments and demonstra-
tion projects designed to determine the relevant advantages and disadvantages of
various alternative methods of making payments to hospitals, extended care
facilities and other provider services. We also hope that the findings of these
experiments and demonstrations will In the future, enable us to develop a more
rational approach to a universal health insurance system.

Section 224.-The problem of developing a viable method for determining
reasonable or prevailing charge levels under Medicare has existed since the
passage of the legislation. We endorse the concept advocated that would allow
reimbursement of only those charges that fall within the 75th percentile and
major increases would be limited to increased costs of practice along with in.
creases in earning levels within an area. It has, however, been difficult in the
past to effectively determine a means of deciding on reasonable and prevailing
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charges. This provision will not effectively limit a continued increase in these
charges and, therefore, will have no major impact on controlling these costs. The
provision of Section 224 that recommends that the Health Insurance Benefits
Advisory Council conduct a study of methods of reimbursement for services under
Medicare is, we feel, a necessary addition to this Section. Studies of this kind,
combined with the experiments and demonstrations authorized under Section 221
of this title, might prove very beneficial in solving this very serious problem.

Section 225.-Although we recognize the cost saving benefit of a five percent
ceiling on reimbursements under Medicaid to nursing homes and intermediate
care facilities, we feel that this is too limiting in its purpose. The need for im.
provements in the facility, expansion of services, and the general costs of living
increases, might far exceed the five percent Increase allowed under this pro-
vision. The states that many of these facilities are in now, in terms of physical
condition, services provided and adequacy of manpower make it imperative that
we do not discourage them frbm making the necessary improvements. This does
not indicate that we are supporting unnecessary expenditures on the part of
these facilities but, that some provisions should be made to allow those nursing
homes and ICF's to improve themselves without the fear of not being able to
increase their charges for the coming year.

Section 226.-The provision to authorize Medicare to make a single combined
Part A and B payment, on a capitation basis, to a health maintenance organize.
tion is, in our opinion, desirable. This would serve to provide an alternative, more
comprehensive means of care to many of our elderly citizens, as well as offering
them the opportunity to receive this care on a capitation basis. We do not agree,
however, with the provision that such payments may not exceed 95 percent of
present Part A and B per capita cost in a given geographic area. This is not
taking into account the possibility that a higher cost within an HMO could be
as a result of expanded services, start-up costs, or the provision of more com-
prehensive care. We feel that each situation should be judged on its merits with-
out the inclusion of this blanket requirement.

Section 227.-Given the problems that have occurred in the past in terms of
reimbursing salary positions on staff teaching hospitals, we endorse this pro-
vision of the bill that prohibits charging for their services unless the patient is
bona fide private. Since 1965 hospitals have charged all patients and collected
from a majority on a fee for service basis. This provision would inhibit the
possibility of repeated billings for the same procedure to the same patient and
represent a cost saving under Medicare.

Section 228.-We endorse this provision which authorizes the Secretary to
establish by diagnosis minimum periods during which the post-hospital patient
will be presumed to be eligible for benefits. We recognize that, in the past, retro-
active claim denials resulting from determination that skilled care was not
required, while often Justified, have created substantial friction and ill will.
However, we hope that this provision will not discourage an early release of a
patient from an in-hospital setting where home health care is possible and prefer-
a'ble in terms of reducing the cost accrued in that inpatient setting. It is neces-
sary that standards be developed for length of treatment particularly for multiple
diagnoses.

Section 229.-Medicare and Medicaid have been widely critized for their high
costs. Although many of these critics have indicted providers in general, in
reality, it has been specific individuals or groups who, by taking advantage of the
system, have been responsible for much of this problem. The provision of Section
229 that gives the Secretary power to suspend or terminate Medicare payments
to a provider found to have abused the program is a desirable solution to this
problem. Although we do not see this as a means of eliminating all abuse, this
provision will serve as an effective deterrent to those who might consider taking
advantage of the system. The provision that no further federal participation will
take place in Medicaid payments to people who have already abused this program
is also desirable.

Section 230.-APHA cannot support this Section which repeals the require-
ment that each state show that it is making efforts in the direction of broaden-
ing the scope of services in its Medicaid program, and is liberalizing eligibility
requirements for medical assistance, At a time when we talk about expanding
services to more segments of our population and of developing a more compre-
hensive approach to providing medical care, this Section appears to be anti-
thetical to those purposes. Although it will take a significant financial burden
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away from the states, this does not make up for the decrease in services avail-
able to the poor without proposing any viable alternative to them. Without the
presence of federal minimum standards that outline whit is included in compre-
hensive coverage, and without some similar federal stipulations on minimum
levels of eligibility for Medicaid recipients, a situation ensues in which there
is a wide variation in quality and scope of services from state to state. This
provision illustrates, the need for a universal health insurance system that will
provide coverage for all segments of our population and standards to determine
what services will be provided.

Section 231.-As was stated before regarding Section 208 and 230, the reduc-
tion in care and services provided under the Medicaid program as stated in this
Section are undesirable. Although the six basic services will be maintained, the
option given to a state to modify scope, extent and expenditure for optional
services will decrease the effectiveness of the Medicaid program. If we are to
provide these medical services but do not pay for required drugs, eyeglasses and
other ancillary services, we will be destroying some of the good provided by this
program. For example, a person who has received medical attention but is un-
able to purchase the drugs necessary to complete his care is not being optimally
served. We are not dealing with the segment of the population that has the funds
to provide for itself and in the interest of saving the states money, we might
destroy the effectiveness of the total program.

Section 232.-Variations from state to state in terms of hospital costs make It
advisable that the states are given the power to develop their own methods
of hospital reimbursement as provided under this Section of the Act. To facili-
tate this, it would also be desirable for the States to establish a commission or
task force to investigate means of controlling hospital costs under both Medi-
care andMedlcald.

Section 234.C-The provision that institutional budget planning be required
under the Medicare program is desirable in terms of hospitals more realistically
planning their budgetary requirements and helping them to cut costs.

Section 237.-We agree with the provision in this Section requiring hospitals
to use the same utilization review committees that are now mandated under
Title XVIII. There has always been a lack of adequate and coordinated utiliza-
tion review in Medicaid and Maternal and Ohild Health programs, and, therefore,
the use of these already existing mechanisms required under Medicare would
help to rectify this problems.

Section 239.-We support the idea that the same state agency will certify
health facilities for participation in Medicare and Medicaid. The provision of
this Section will help to eliminate duplication of efforts and provide a more uni-
form set of standards for health facilities that are certified for Medicare and
Medicaid. The requirements that federal participation in Medicaid payments be
contingent upon the State health agency establishing a plan for statewide review
of appropriateness and quality of services rendered will aid in ensuring better
quality of care within these facilities We suggest, as well, that the 314 A and B
agencies have input into this process.

Section 240.-We support the flexibility suggested in this Section in terms of
giving the state permission to wave federal statewideness and comparability re-
quirements if a state contract with an organization which has agreed to provide
health services In excess of the state plan to eligible and desiring recipients. We
feel this gives the state more opportunity to test out different health services
delivery approaches, and provide more responsive care. It is Important, how-
ever, to insure that this approach is not misused for political or economic rea-
sons outside of health considerations.

Section 241.-APHA Is acutely awa!r of the present shortage of qualified man-
power in the health care field and the problems existing presently in termA of
certification and licensing of some new types of health personnel. We support this
Section that requires the Secretary to develop and apply appropriate means of
determining the proficiency of health personnel who are presently dlqualifed
or restricted under present regulations because of lack of formal training or
education requirements. We do not, however, view this provision as a' panacea
and hope that steps are taken in the very nedir future to come up with some more
long range solutions to this problem.

Section 254.-We are In favor of including, under Medicaid, coverage for care
offered in Intermediate Care Facilities. The present high costs of hospital care
makes it desirable to more fully utilike these IOF's where a patient's needs can
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be taken care of in that setting. Covering this care under Medicaid gives the
medically indigent patient the opportunity of taking advantage of this service,
and offers the possibility of cutting the cpsts of health services in general.

Section 256.-The inclusion of payment under Medicare of hospital admis-
sions for dental services extends the coverage provided under this Title and is,
therefore, desirable in terms of expanding the services covered. APHA supports
this Section.

Section 264.-This provision which authorizes payment of Part B of Medicare
for corrective lenses furnished by optometrists is a desirable addition. The
previous need for a physician's request in order for lenses to be covered was
unfair to both the patient and the optometrist, in terms of the added expense
of requiring the individual to see an ophthalmologist, and In encouraging patients
to use an ophthalmologist In preference to an optometrist. We feel that this
provision eliminates that problem.

Section 207.-The waiver of the requirement of registered professional nurses
in skilled nursing homes in rural areas under Medicaid Is an unacceptable pro-
vision. The lack of sufficient numbers of registered professional nurses In many
rural areas often precludes the possibility of treatment of Individuals in these
nursing homes because of lack of coverage under Medicaid. The existence of
other people qualified to serve this population, although they do not have licenses,
and the pressing need for these services makes this a desirable solution to
this problem. We want to add, however, that before this section is put into effect
that certain Standards (e.g. types of personnel and services offered) should be
defined as to maintain at least the same quality care.
APHA report on professional standards review organization.

(This Report Is Based on a Draft of the Council on Personal Health Services
Task Force on Peer Review)

.In the mid 190's, the federal government increased its role in the financing
of health care with the enactment of Medicare and. Medicaid. Prior to this
time, the lack of organization In medical care precluded the development of
quality control mechanisms on any large scale. The need to develop information
about what federal dollars were buying necessitated the inclusion of utilization
review requirements. These were pioneering efforts in measuring and controlling
the appropriateness and quality of services. Recently, both Congress and the
Department of Health, Education, and Welfare have expressed concern over the
adequacy of utilization review In Medicare and Medicaid. In 1970. the AMA, in
response to administration interest In state review teams, proposed the estab-
lishment of Peer Review Organizations (PRO's) which would be formed by the
State Medical Societies to review health services under Title XVIII (part B,
Title XIX, and Title V of the Social Security Act) with respect to quality,
need and appropriateness of charges for covered services. Senator Bennett made
a proposed amendment 851 to H.R. 1750 in 1971 which went considerably beyond
the AMA proposal. Professional Standard Review Organization (PRO) would
be set up by local medical societies to review the professional activities of pro-
viders of health care to assure the medical necessity of these services, to pre-
certify elective admissions to health facilities or extended care facilities to
assure their medical necessity, to determine parameters for length of stay, and
to develop and review provider profiles. The PSRO would apply standards based
on norms of care in the area. There would be state and national Professional
Standards Review Councils. These monitoring bodies as well as the PSRO
would be entirely composed of physicians. The legislation would allow the
PSRO to make arrangements for but services performed by other professionals
are reviewed by such professionals. APHA has long recognized the need for
regulation and accountability in public programs to assure quality and prudent
control of program costs and for this reason supports the broad purposes of
this amendment. The APHA also supports the mechanisms of external audtR
to review and compliment internal audits in all medical settings.

However, the objective of Peer Review should be to assure the greatest efficacy
of the patient-provider encounter, and cautions need to be raised aboiut the means
of meeting this objective.

1. While Peer Review normally embraces biomedical, technological concerns,
It barely touches on overall patterns of care, psychosocial aspects of quality,
outcome and structure. If the concept of "Peer" were broadened to encompass
a number of different types of professionals concerned with health care delivery,

72-673 0-72-pt. G--41



3372

and the PSRO were also to include consumers of care, these organizations might
come to have great impact on the shape and quality of the health care system.

2. Peer Review is thwarted in its evaluation efforts by incomplete, incoherent
records, particularly in non-institutional settings.

3. The lack of availability of standards and the question of whether-even
if objectively delineated standards exist-these standards of care are minimum,
optimal, or simply community norms has to be considered.

4. While one may question the appropriateness of federal regulation of pro-
fessional activities, as a result of the increased role of the federal government
in financing health series a new consumer voice has emerged. This spokesman,
the government, is demanding public responsibility-not possible through a
totally provider dominated review mechanism.

5. There is concern regarding possible conflict of interest in having physicians
responsible for not only review of other physicians' services but acting as almost
sole arbiters of the entire medical care process. To an extent, particularly in a
small system, a physician's professional practice and reputation depends on re-
ferrals and goodwill from other physicians. These potential conflicts of interest,
we realize, are not unique to physicians but are inherent problems in any form
of Peer or professional Review.

6. Presently, utilization review committees function in fragmentary fashion.
They look at a patient usually when he is institutionalized and follow him
through only a single episode in his health care history. Furthermore, even
within these limitations, committees seldom work within the totality of patient
care. The proposed amendment, therefore, needs to be more broadly defined
in its mandate and more comprehensive Ix its applications than existing quality
control mechanisms

7. There are few agencies with the proficiency to monitor the quality of health
care. To be effective some agency must assume community-wide responsibility
and would need the capabilities for making inter-institutional and inter-provider
comparisons as well in order to follow the patient as he moves from one health
care service to another.

8. Presently, under Medicare and Medicaid, there are few sanctions available
to regulatory bodies that provide incentives for providers to comply with utiliza.
tion review requirements of this act. This problem is stressed in Title II of
H.R. 1 as well as under the provisions of the Bennett amendment.

9. There is some question whether the state of the art is advanced enough
to carry out the amendment's proposed activities. Adequate, continuous in-
formation concerning the patient must be developed along with efficient means
of retrieving of this information. This involves not only the patient's medical
record-though those data are certainly of key importance-but cost and utiliza.
tion information as well. The development of these activities will require tech-
nological competence and the various supportive hardware and software neces-
sary to develop the statistical information required, as well as to process
individual eases. This will require administrative and systems manpower dis.
tributed in areas of need.

10. There is a danger that the PSRO will become another layer of bureaucracy,
without relating to other agencies concerned with planning, research and develop-
ment, programming. Certainly Peer Review is not the only mechanism known
to regulate quality of health services. Linkages to agencies concerned with facili-
ties planning, manpower development and licensure and accreditation are
necessary.

11. We must be prepared for-indeed hope for-instances where Peer Review
will not reduce costs but will raise costs by correcting instances of under-utiliza-
tion of services. We expect that the proposed organized effort will not lessen
the need for Congress to continue to search for means of improved quality
control In health services.

12 Consumers must not only participate in the review of quality and appro-
priateness of health services but must be educated to understand the processes
and components of the system.

On the bass of these factors, the APHA makes the following recommendations
concerning this amendment:

1. The PSRO designee should not be the local medical society but should
be an organization more representative of the disciplines and types of practice
represented In the community. The organization should include a) physicians
from academic as well as from private practice settings; b) other health pro-



fessionals; c) allied health personnel; d) and consumers of health services.
These interests should also be represented at the state and national regulatory
advising groups.

2. The PSRO should be phased in thrc'igh pilot projects prior to a larger
national commitment, in order to facilitate the gradual assumption of respon-
sibilities of the PSRO.

3. Sufficient authority should be given to DHEW to monitor PSRO operations
and to evaluate their effectiveness.

4. PSROs should be allowed to use existing utilization review mechanisms,
institutions and agencies to carry out part of their responsibilities under close
supervision.

5. Adequate funds should be made available for the support of PSROs; as well
as for evaluation of their effectiveness, for studying alternative strategies; and
for the development of new systems.

6. The development of PSROs should be coordinated with the education and
retraining of manpower necessary for their operation and must work with area-
wide planning bodies in the development of community standards.

7. Legislation concerning PSROs must address itself to legal problems which
might arise in regard to "medical necessity" and provider responsibility.

TTLE HI

Assistance for the aged, blind, and dlabled

---- New Tt-.le XX of the Social Security Act)

We support this aspect of the bill which would create a new single national
program to provide assistance to the needy aged, blind, and disabled. Under
the new federal program, uniform eligibility requirements and uniform payment
benefits would replace the multiplicity of requirements and benefit payments
under the existing state-run programs. The American Public Health Association
supports the full federalization of the welfare system. Because Title III is a
step forward toward this goal as well as being meritorious in its own right leads
us to support this proposal. We believe that the Social Security Administration's
long experience in administration of payment programs would enable it to ad-
minister this program efficiently and humanely. However, two aspects of these
proposals cause us concern. The proposed minimums are considerably below
poverty levels and we urge immediate federal minimums at no lower than the
poverty levels. Therefore, there is no provision for adjusting minimums in ac-
cordance with price incre I,and we urge the provision of automatic adjustment
for keeping the benefit level in accord with the cost of 'living. While we would
hope that total federalization of the welfare system would relieve states of
financial support of welfare program , we realize that as an intermediate step
supplementary payments by the states would be required. Therefore, the APHA
urges that the states should be required to supplement the federal payment at
least to the current payment levels.

TrM IV
Family assitanoe plan

Although many points of this Title are outside of the realm of APHA policy
and expertise, we wish to comment on several areas that directly affect the public
health.

1. The construction and support of child care facilities for working mothers
is supported by this Association. We are in favor of the potential gains that Job
creation will have on environmental and personal health services. This is an
aspect of H.I 1 that can have vast benefits if properly carried out in serving
society and promoting health.

2. We support the growth of new services as parts of the provisions of legis-
lation. New programs involving Job counseling, family planning, vocational re-
habilitation, etc., will have impact on health in coming years.

However, there are aspects of these commendable ideas that vitiate the thrust
of this legislation:

1. The level of benefits are grossly inadequate. The $2400 benefit level for a "
family of four Is far below the poverty level. One does not make people self-
sufficient and productive by keeping them below the level of poverty. This level of



3374

payment would ultimately be harmful to the health of the recipient. In 1970, the
Bureau of Labor Statistics lower estimate for food only for an urban family
of four was $1,905 and the lower budget of all income including taxes according
to the BLS was $6,960. Only five states now pay less than $2400 in AFDC and food
stamps. This legislation, If unsupplemented by states, would effectively reduce
benefits In 45 states. At the benefit level proposed, people will continue to be in.
adequately clothed, housed, and sheltered. The APHA recommends that the
minimum benefit levels be at least at the poverty level to assure adequate health
maintenance.

2. There are serious gaps In coverage of the poor. H.R. 1 fails to provide any
assistance to single persons and childless couples who would be deprived of
both adequate income and access to health care with no guarantee that these
needs will be met by the states: Moreover, this defeats the stated purpose of the
act to relieve states of their crushing financial burden. Gaps In coverage for non-
categorically linked persons are enexcusable in legislation that purports to re-
form the "welfare mess" and to promote maximum self sufficiency, We think
single persons and childless couples who are not aged, blind,* or disabled ought
to be added by this committee as eligible under this bill.

3. The legislation allows the states to discriminate against the newly eligible
working poor. States can refuse Medicaid to the new eligible working poor who,
deprived of health care, will be in danger of becoming increasingly dependent
on society again. We recommend this committee correct these shortcomings.

Rights of public empl oeee
With the enactment of H.R. 1 a number of state and county workers would

face unemployment. Many have held jobs as caseworkers and social workers
as well as in other administrative capacity. There is a possibility that some em-
ployess may be absorbed into other departments or programs, but those who are
not would eventually lose their job and accumulated benefits. We urge protection
for their rights as a public employee as provoked in amendment 559 of H.R. 1 and
that fair and equitable arrangements be made in the transition from State to
Federal administration. And that in addition to monetary benefits paid these
workers that. training or training programs also be made available.

Areas of Title IV with special Implications for the state of the health of the
community are Sections 2111, 2112, and 2114, which address themselves to the
operation of health manpower programs, employable mothers, child care, and
other supportive services. These are interrelated problems which affect the
physical and mental health levels of future years by alterig the stock of
"human health capital." While the effects of these provisions on maternal and
child health are known, the influence of manpower programs on health needs
is seldom considered.

Recently, the Comprehensive Child Health Development Act was vetoed by
President Nixon. Professional concern with the health of mothers and children
requires APHA to ask this committee that this legislation establishing a compre-
hensive child development program for all families be added to this legislation.
We support the proposal that was approved by Health, Education, and Welfare
Secretary Richardson last year and passed by the Senate guaranteeing compre-
hensive health care, setting strong federal standards and providing free services
for low income families and a fixed fee schedule for other families based on
ability to pay.

The American Public Health Association believes that the protection of the
environment and the delivery of health services cannot be easily separated
from the problems of poverty, assuring adequate levels of income, manpower
training, and Job creation, and the care of children. We are grateful for the op-
portunity to comment on these areas as they affect our interests and mission
in public health.

MiaoeUaneoue new soof feervioee provisions

(Amending Titles IV and XI of the Social Security Act)

The American Public Health Association has always advocated the extension
of availability of family planning services to all who want them. We welcome
the extension of family planning services to recipients. One has no right to
criticize out of wedlock births and large families receiving public assistance
as long as it withholds from those people the knowledge and the means of family
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planning. Another area of Title V that concerns the American Public Health
Association is the provision that would permit the Secretary of HEW to re-
move the state-wideness requirement. We feel that this would be a step backward
away from uniformity and equity, and may result in the reduction of services
to vulnerable populations within states.

The American Public Health Association has been an advocate of consumer
participation In health programs. We also believe this has to be extended to
other human services and we deplore the absence of a participatory role for
recipients in responding to the policies and regulations of the programs that di-
rectly affect their lives. Such areas as income, training, employment, child care
as well as medical and other health services require the input and understanding
of the recipients of these services. We recommend that the bill provided that all
advisory committees on state and federal level to evaluate effectiveness of pro-
grams and services offered under Title contain representatives of the recipient
population.

STATEMENT BY RICHARD F. HUEoLi, EXECUTIVE VICE PRESIDENT, ON BEHALF OF
THE UNITED COMMUNITY SERVICES OF METROPOLITAN DrTROIT

As the citizens voluntary health and welfare planning agency for the Metro-
politan Detroit area, United Community Services over the years has been con-
cerned with the problems of poor people, many of whom have received "wel-
fare." It has a membership of 180 public and voluntary health, social service,
and recreational agencies which provide services to the poor, as well as to
the non-poor.

United Community Services has at times made intensive studies of the public
assistance programs in the Metropolitan area, proposing and supporting changes
which make these programs more effective in helping recipients and more eff-
cient in their administration.

Since the President introduced his proposal for Welfare Reform in 1969,
United Oommtdnity Services has examined this and other proposals carefully,
weighing their relative merits in terms of both effectiveness and efficiency.
We feel compelled to convey our concerns about H.R. 1, in the interest of citi-
zens and welfare recipients in the Detroit area.

Attached to this statement is a chart which lists the policies adopted by the
United Community Services' Board of Directors regarding welfare reform. It
compares these positions with features of H.R. 1, and three other reform propo-
sals which are under consideration in the Senate.

H.R. 1, as passed by the House of Representatives, contains significant ele-
ments of welfare reform. Unfortunately, it also contains some elements which
would make welfare less helpful to poor people and more costly and inefficient
in administration.

There are four primary ways in which welfare needs reform, as we see it:

.- TEE FEDERAL GOVERNMENT MUST ASSUME A STRONGER ROLE IN THE
ADMINISTRATION AND FINANCING OF WEIFABE

The differences in welfare programs among the fifty states cannot be justified
In a space-age technological society such as the United States. The happen-
stance of place of birth or geography of residence within the United States often
determines whether or not a poor person is eligible for federal-state welfare,
and whether the poor family who is eligible receives $90 a month or $300 a
month. National eligibility requirements and a national income floor for eligible
poor persons are a must in federal welfare reform.

H.R. 1 would establish uniform eligibility requirements nationwide, and a
national minimum benefit level of $2400 annually. It would result in federal
administration of the adult program (for the aged, blind and disabled), of the
federally financed portion of the programs for families (OFF and PAP). It
gives i tates an option of federal administration for state supplementary wel-
fare programs.

United Community Services supports these provisions.
H.R. 1 contains no provision for an increasing federal assumption of responsi-

bility in future years, for example in the national minimum benefit level, or in
establishment of eligibility requirements and benefit standards of state supple-
mentary programs. Commitments for a gradually increased federal role in ways
such as these merit consideration.
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2.---THE BENEFIT LEVEL SHOULD BiE INCREASED TO THE MINIMUM NECESSARY FOR

HEALTH AND DECENCY

There are many sources of testimony as to the inadequacy of benefit payments
to welfare recipients across the country, including the recipients themselves,
welfare administrators, and home economists and dieticians. Welfare reform
must face this fact by planning to raise the benefit level so that recipients have a
chance to live in health and decency, with annual cost of living adjustments to
maintain this minimum level. Financial limitations at state and federal govern-
ment levels may make this goal unattainable today, but at least a commitment
to reach this goal is essential, along with an increasing federal part in its attain-
ment. Until the goal of adequate benefits is reached, state programs of supple-
mentary aid should be continued to prevent loss of benefits by many present
recipients.

H.R. 1 provides for an increase in benefits only in the few states where recipi-
ents now receive less than $2400 a year for a family of four. It makes no attempt
to set benefits at a minimum level necessary for health and decency, and makes
no provision for cost of living related increases. H.R. 1 also would discourage
states from making cost of living adjustments in state supplementary programs,
If the state opted for federal administration.

H.R. 1 needs to be changed so that there is assurance of reaching nationwide
minimum benefit levels which will provide for health and decency.

3.L-THERE SHOULD BE ONE PUBLIC ASSISTANCE PROGRAM FOR ALL PERSONS IN NEWD

Different eligibility requirements and benefit payments for various categories
of people such as the aged, blind, disabled and children and their parents has
resulted in inequities, extra administrative costs, and ineligibilty for many
needy people such as single adults and childless couples who aren't disabled by
aged, blindness, etc.

H.R. 1 includes the "working poor," a unique feature of the President's welfare
reform proposal. This inclusion would remove the unfairness of the ineligibility
of some poor people due to their partial or low-pay employment. It combines the
adult categories into one for the aged, blind and disabled. H.R. 1 nevertheless falls
short of genuine welfare reform because of its omission of non-disabled single
persons and childless couples, and its continuation of a separate category for
adults and another two for families. It, in fact, compounds the present problem
of too many separate programs by splitting the present AFDC program into two
new categories-OFF and FAP.

United Community Services urges that non-disabled single persons and adults
be added to Title IV of H.R. 1.

4.-THE ADMINISTRATION OF THE WELFARE PROGRAMS SHOULD BE SIMPLIFIED 50 THAT
IT CAN BE MORE EFFICINNT AND MORE AVAILABLE AND ACCESSIBLE

The present structure in federal, state, and local government welfare adminis-
tration is cumbersome and creates unnecessary duplication of effort, variations
in programs not related to differences in needs of people, and complex and con-
fusing bureaucratic organizations. Detroit and Michigan have simplified the ad-
ministration of their welfare programs, with merger of local and state public
assistance agencies.

Under the label of welfare reform, H.R. 1 proposes a number of administrative
changes which are fertile ground for administrative chaos. These changes would
increase the cost of administration and make welfare less available to needy poor
people. Whatever the objectives behind these proposals, a more effective way of
achieving them should be found, while still helping people.

H.R. 1 proposes a dual administration by the Departments of Labor and
Health, Education and Welfare which seems unnecessary and unwieldy. Differ-
ent administrative procedures and practices in separate departments could
make them confusing and difficult to follow. Transfer of families from FAP
to OFF and vice versa would have to happen frequently, due to family members
reaching significant birthdays, the birth of new members, the illness or recovery
of other members, the departure -o return of an employable family member,
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and so on. Events such as these would cause a family to become ineligible for
FAP or/and eligible for the other program, with termination of one grant and
application for the other. The result would be an increase in the administrative
work of terminating grants, of processing applications, and of re-determining
benefits-without any improvement in program. It would also increase the
possibility of gaps in services wherein needy families with children would not
be eligible for either program. H.R. 1 should be modified in this respect so that
the Department of Labor is responsible only for manpower programs, with HEW
retaining responsibility for administration of payments and other services.

The declaration or simplified application procedure saves administrative
cxpescs and expedites giving aid to needy families who usually wait to apply
for assistance until all other resources are exhausted. There is not sufficient
evidence of fraud in welfare to Justify a lengthy and costly application pro-
cedure with extensive verification of facts, which also is dehumanizing and
demoralizing for applicants. Any prohibition on the use of a simplified applica-
tion is completely unacceptable and its use should be required under H.R. 1.

The proposed requirement for mandatory closure of any case after two years
is similarly unwise from the point of both the administrative cost and the
effect on recipients. The coupling of this requirement with dual administration
by two federal agencies and possible state prohibition on the use of the declara-
tory application, would multiply administrative costs and obstacles to needy
people obtaining financial assistance which they deserve.

Mandatory acceptance of training and employment for mothers of pre-school
and sohool-age children is another feature which seems unsound, and which may
not accomplish a desirable objective.

Employment is acceptable, appropriate, and constructive for most adults. The
goal should be a Job available for everyone who can work, and training should
be available for everyone who can acquire more marketable job skills. This
would be whether a person is on welfare or not, is unemployed or not, or is
underemployed or working in low-income employment. Our economy has yet to
provide these opportunities for training and employment for everyone.

Employment is not appropriate for all mothers, however, whether they are
on welfare or not. Some cannot do a good job of mothering in addition to a job
out of the home. This is especially true when the mother has the responsibilities
of both father and mother in the family. Forcing these mothers to work if they
aren't capable of it, or reducing the benefits to the family because they don't
accept work would be destructive, create resentment, and further increase the
paucity of their lives.

Experience has shown that many welfare mothers want to work, and will
accept training and employment when it helps the family. Work allowances and
incentives provide the encouragement these mothers need, without the poten-
tially destructive effect of forced work. Manpower and employent programs
need to also provide more opportunity for them to work. Such programs need
also to be geared toward Jobs which are available now and new ones which will
be needed in the future.

In summary and in conclusion, 1 want to emphasize that United Community
Services supports welfare which is humane and which respects the dignity of
individual poor persons. In order to achieve this, United Community Services
endorses reform measures which:

1. provide for greater assumption by the Federal Government of respon-
sibility for welfare,

2. increase the benefit level to the minimum necessary for health and
decency,

3. move toward one program for all persons needing assistance, and
4. provide increased efficiency and effectiveness through simplified adminis-

tration and more humane procedures and requirements.
The Finance Committee and the Senate have an unusual opportunity to lead

the way in making "welfare reform" a genuine fact of life, by making sub-
stantial improvements in HR. 1. United Community Services looks for your
favorable action in making H.R. 1 an instrument of increased efficiency and
effectiveness in this great nation's concern f0r its Unfortuate and disadvantaged
citizens.
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necessary for health and nals $2400 for couples by1974. Increases later

Would provide an increase in Provision to movo to annually Provicion to increase benefits $1,200 for 3rd and each
benefits in only a few states. adjusted poverty level by 1976, to annually adjusted BLS low aiditioncl, adjusted for
No provision for an Increased later changes pegged to Con- cost budget by 1976; later local cost of living diff-benat level; no benefits for sumer Price Indx changes; changes based on changes in erences. $6,500 for family
"h and additional family benefits included for 9th and nedian family income. of 4 is current level of

Im ers. additional faadly members. ELS low, cost budgst, using
interediate food budget.
Future canes based on
changes In nedlan family
income

-Supports ich.relfare - Amount of benefit is - Benefit is bel ,. BLS - Benefits to reach BIS Above BS low cost budget,
Co:z%.Rcoeodations to below ELS budget. low cost budget. low cost budget by 1976. as uses intermediate food
ase 31. low cost budget budget.
as benefit standard.

3.1 CONTIU STATS SUPPLE-

- States to contirme -State supplementation not re- -Requires continwd.ion - Pquires continuation of - No requirement forsnpplez=ntal benesits quired; no federal sharing of of state euppleir~ttion at state supplementation, state supplementation.up to present level., cost except as needed to keep 1-1-71 benefit 1c, l; with federal sharing of
state costs below its 197_ ex- federal cost sha-ng c-sts to keep state
penses, unless state opts for within lImts. expenditures below 1971.
federal administration under
shdch federal government pays
fall administrative cost.

I. ,
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C. SIMfLE PERSONS AND COUPLES

Adding single persons and No provision for inclusion Includes single ps.-o, s Same am Ribiooff. ) Sam as mdbiooff.
childlee oople.. (Mcept Continuation of and childless ooulea.

&at categories for aged,
blir and disabled);
excludes faodlies with
student heads.



UCS POLICY SUPPORTS R.R. I RIBICOFF HAMS iMQ_,EE_

D. F0X;Dc:r.W SAIMfAPDS -

Establishi g federal behefit No provision. No piion - not No provision - not No provision, not
ztandards and eligibility
requirements for state supple- as necessary by 1976. necessary by 1976. necessary.
mentation, to assure equity.

S. COST OF LIVI

Periodic review regarding No provision. Provides for chaa.ed benefits Amnual adjustment after Anzual adjustment required,cost of living based on armual a justment of reaching BLS standard based on changes in median
.L.vel in 1 76 based on median family income.

fej8%lA T M4Yd 0~uw rands T?9.Z J o changes.

F. E ,rrt ALLOCATIONS

Equtable allocation to states No Provision- No provision. No provision. No provision.
based on per capita income,
cost of living, etc.

G. A=LXISTRATION

Admnistration should
simplify avalbility
and accessUblity -
(and)
Declaration method of
application should be
used.

Availability & Accessibility
is reduced by:

1) Both Dept. of Labor and
Dept. of HEW responsible
for determining eligi-
bility & employability, and
for making payments.

1) Only Dept. of IEM deter-
mines eligibility &
availability for train-
ing, both Dep.s make
payments.

2. Use of simplified (declartion) 2. Declaration method
method of application is pro- permitted, not
hibited. required.

3. Reapplication every two years 3. Not mentioned.
is required.

I. Mandatory loss of benefits 4. Not mntioznd.
for failure to make reports.

1. Dept. of Labor responsible
only for Manpower programs,
HE to determine eligi-
bility, availability for
train ng, and to make pay-
ments, including state
supplementation.

2. Declaration method required.

3. Not mentioned.

4. Not zantiond.

1. Similar to Harris.

2. Declaration method
required.

3. Not mentioned.

4. Not mentioned.



0. AUES3AUN Continued

5. Inclusion of students' 5. Not mentioned. 5. Not mentioned. 5. Not mentioned.
income over $0.

6. inclusion of step- 6. Not mentioned. 6., Not mentioned. 6. rt mentioned.
fathers' income (contrary
to Supreme Court Decision).

7. Residency requirement per- 7. Not mentioned. 7. Not mentioned. 7. Not mentioned.
mitted for state aupplenenta-
tion (contrary to Spreme
Court Decisioon).

z. wor - TRApNmIN -

Work/rining not Requires registration and Wor*/training required for Work/trairdng required for No forced work
mandatory for mothers of wozi/treining for employable able-bodied adults, including able-bodied adults except requirment.
school-ag. children. adults, including mothers of mothers of children 6 years mother of children under

chilren over 6 years of age & over unless ttere is 18.
(over 3 years by 1974). another able bodied adult in

the home.

I. TPAINM-S cDUL M

Training programs not be No provision. No provisio. No provision. No provision.
initiated unless reasonable
assurance of deployment.

J. FEDERAL ROLE

&pports Mtch. Welfare Federal government fully Same as H 1, plus fall Sizilar to Ribicoff. Fully federalized
C mission racou sedatlo responsible for administra- assumption by Federal Oov't admistraton and
of greater federal role. tion and payment of federal of danlistration and pay- payment upon effective

nidnm, and for admiristra- meant by 1976. date of Act.
tion of state suaplementation
under certain nations.

ECS POL= SMqKM . H.R I RIBICOFT MRRM



K . ONE PlOORM

Establishing oa program Comines present separate Simmlar to H 1, with a Combines all present federal- Sum as Harris.
for all persons needing program for aged, blind and lesser role for Dept. of state programs into one,
public assistance disabled, and substitutes Labor in on new program. adding aid to non-disabled

two new program for present single persons aod childless
program for families with couples.
depad children.

ADDTIONAL SKECM UTIOS APPEVM

-bX W BUtV'? Wr DAIW:)

L. PUBLIC SR9ICE E'ODM

Epading Foderal-Stat k Creates 200,000 public service Creates 300,000 public Provides for public service No provisionPubic Servioe zloyment. jobs with decreasing federal service jobs with 100% jobs, nwqber not specified apparently.
support for each individual federal support. but less than Ribicoff and
employee over three years. possibly less than HR 1.

M. MIND=MI WGE

Not require recipients to Public service jobs to meet Requires federal z3nimm Same as Ribicoff. No provision apparently.
accept any employment at minin wage, private wage in both private and
less than Federal eaplojment jobs =st meet public euploymer%.
I qnimm Wage. 75% of federal minima wage.

9 APPEAL.

Continue recipients' right Appeal right continued, but Appeal right continued, Slmila to Ribiooff. Appeal rights continued,
to Appeal, to select selection of counsel is recipient can select counsel, benefits to continue
counsel, and to receive limited and benefits nay be ,benefits continue during during appeal, judicial
benefit. untUl decision on discontinued before appeal appeal , and judicial review review permitted (No
appeal is reached. decision reached. No permitted. reference to selection of

judicia review perodtted. counsel.)

0. a- ENDED APP0PraATION

Cintimie open ended
appropriation.

Dscontinued, except possibly
for day care and family
plawng services.

Continued.

MM Revised 1-12-72.

Continued.

UC,,., PO zCr SCUPPOF H. R 1 RMBCOFF HARMS MCWVMM
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TESTIMONY BY ROSALIE RICHimAN ON Trmz IV OF H.I 1

The Women's International League for Peace and Freedom, founded in 1915 by
Jane Addams with 150 branches across the United States and sections in 19 other
countries has since our founding been concerned with welfare. We believe that
peace and freedom are Indivisible both inside our borders and outside, and that
there can be no peace where there is hunger and where children are improperly
cared for.

While H.R. l's moral sin lies in the fact that it's Inequitable and repressive as
is explained below, we believe that its legislative sin lies in the fact that it's
counter-productive. It's based on the ill-formed premise that welfare recipients
are poor due to their own failures rather than society's. It is therefore punitive
in its approach and ignores for the most part the actual causes of poverty.

It's counter-productive because its grants are too small to live on while its work
incentives are self-defeating. It asks recipients to work for possibly as low as
% of minimum wage and then gain only the first $720 of their earnings plus % of
the remainder. It creates the double burden of making life unbearable under
welfare, but nearly impossible to get off it. This quagmire is intensified by other
destructive measures in the bill that interfere with basic rights of citizens such
as our right to raise our children as we see fit, and our right to an adequate
education.

We believe the following provisions in H.R. 1 are insulting to citizens and
at odds with the meaning of welfare:

1. $2400 a year for a family of four is far below the official U.S. poverty level
and less than % of the minimum level of adequacy set by the Bureau of Labor
Statistics. No one needs to live on that amount in this country. Those who believe
it is possible for others might consider what percentage of their income $2400 is,
and what accommodations they would have to make to live on it. In addition,
there are no provisions for cost-of-living changes.

2. No standards for day care have been written into the bill and inadequate
funding will work toward producing only custodial care. The bill will provide
approximately $782 per year for a child in a day-care* center. EstiLmates for
providing developmental day care range from $1500 to $3000 a year per child.
Custodial day care coupled with forced work provisions if there is any child care
available would either force mothers to have the children improperly cared for
or to risk being removed from welfare for refusing to register for work or take
a job. If the latter happens, the children's benefits can be paid to someone outside
the home. In either situation, the mother is being forced to take less responsibility
for her child's well-being.

3. Provisions which force mothers with children above 3 years to work it only
the barest of day care facilities are available. There is no language as to the
suitability of the work such as distance to travel or possible dangers to her
health and safety. In Nevada, a woman could be forced to work as a prostitute.
A recipient may be forced to take a Job at only % of minimum wage. This would
force the recipient into an ill-paid position while making a potential welfare client
of the person who previously was paid minimum wage for that position.

4. Families headed by college or university students are not eligible for benefits
thereby diminishing a recipient's opportunity for meaningful training.

5. Discriminatory provisions against mothers, large families, families with chil-
dren, single individuals and childless couples. The last 2 groups are ineligible
for benefits. Mothers of children above 3 are forced to register and accept a Job
if it and day care (no matter how unsuitable either or both may be) are available.
Welfare families with children (% of whom are black) would receive only half
as much as the aged, disabled and blind (4/5 of whom are white). Families of
more than R members receive the same grant ($3600) that a family of 8 receives.

6. Illegal one year residency requirements as a condition for eligibility may be
imposed by states that supplement I

7. There are no provisions to insure that advisory committees will include
recipients and recipient groups.

There are alternatives to H.& 1 and the U.S. has the resources to provide these
alternatives. We believe the following to be necessary for real welfare reform:

1. A guaranteed annual income for all in need. For recipients to live in health
and dignity, grant levels should be at the minimum level of adequacy set by the
Bureau of Labor Statistics and be responsive to cost of living changes.

*CuutodiaL
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2. Income supplements for the working poor which provide real incentives for
work.

3 Adequate Job opportunities and Job training for specific Jobs that pay no less
than minimum wage.

4. High quality, integrated day care that provides for parent participation and
would allow parents of young children to work if they wanted.

5. No forced work provisions for single parents who would prefer to care for
their children.

6. Full protection of constitutional rights of recipients.
We urge this Committee to approve a bill which meets the above criteria and

asserts this country's commitment to human needs.

STATEMENT OF THE YWCA NATIONAL BoAwU, SunurrrTE BY JEAN M. WHFr'rr,
DIRECTOR, PUBLIC POLICY

Statement on H.R. 1, the Social Security Amendments of 1971, submitted to the
Committee on Finance, United States Senate, for inclusion in the record.

The National Board of the YWCA of the U.S.A. wishes to record its opposition
to Title IV of H.R, 1 and the Ribicoff Amendments #559.

REASONS

Because of its fundamentally false premise that poor people must be surrounded
with a system of controls by which they can be coerced into honest work.

Because of its humiliating, demeaning and racist bias directed at women and
children, especially poor black women and those of other minorities.

Because it downgrades the important role and the hard work of being a mother,
especially when she is poor and carries the entire responsibility for the care and
nurture of children.

Because of the inadequate provisions for a custodial type of child care without
parental involvement, which would further segregate the children of the poor.

Because mothers would be required to accept whatever child care programs are
offered by the Department of Labor or be cut from welfare rolls.

Because Title IV proposes a level of income maintenance which would not
assure minimum standards of health and decency for the "working poor" and
90% of the current welfare population.

Because these and other provisions of the bill give no assurance that people
will be any better off even with Amendments #559.

The National Board urges that in view of the critical fiscal crisis facing many
states, emergency temporary legislation be passed to grant fiscal relief to those
states which will maintain their 1971 levels of welfare expenditure We would
favor legislation such as that put forward by Senators Ribicoff and Nelson, and
Congressman Wilbur Mills.

In regard to Title I, the National Board strongly supports improved social
insurance benefits, and especially 100% for widows. We would urge the intro-
duction of Title I as a separate piece of legislation. We would urge that Congress
consider a new approach to Titles II, III, and IV.

TESTIMONY OF JOHN DOYLE ELLorr, SzcwrARY, TowNSEND FOUNDATION

Summory.-Testimony, Feb. 18, 1972, of John Doyle Elliott, Sec. Townsend
Foundation, founded by the late Dr. Francis E. Townsend, to U.S. Senate Com-
mittee on Finance.

We urge swift passage of HR 1 as emergency aid to multitudes of misfortuned
peope-with Social Security benefit-raises retroactive to Jan. 1-all limitations,
deductibles, premiums and co-insurances under Medicare A&B ended-attained
age the only requirement for complete Medicare benefits--a "presumed wage in
covered employment" for every person, providing a minimum, primary benefit
sufficient to bar Welfare eligibility except in extreme cases. Have all the people
under one, complete, non-discriminating plan. This Lobby, 30 years ago, urged
the substantial benefits and advances in HR 1 as Justly deserved, then. Now,
HR l's but a feeble turn towards what's right.

Since World War 11, each Congress--now successive Sessions-have faced
Soc. Sec. amendments--two Whitq House Conferences, House-passed HR 1 and
these hearing -all not because alE's well with Soc. Sec., but, because very m~hl
svery .ro.
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The special memo accompanying this testimony authentically shows the inferior,
money-Income position of the elderly, their very license to live, has not improved,
from 1947 through 1970-despite all public and private, group and Individual
works, programs and policies. Ie truth.

However, it's gratifying that in the last three years both House and White
House have reversed their formerly opposed views and, virtually point by point,
adopted this Lobby's 36-year-old criticisms of misnamed Welfare. The Senate's
Special Committee on Aging marks income-lack "more than ever" the "major
problem" of retired Americans, saying only a federal plan can meet it. Now, HR 1
sincerely "flatters by imitation", adopting, after years of rejection, specific Town-
send Plan features in both Social Security and Welfare reforms.

With my testimony I've filed HR 3296--the full, up-to-date application of
Townsend Plan principles to the problems of social security and poverty. Only
this great, national pension for all alike can insure prosperous instead of im-
poverished retirement, abolish discrimination and the mismanagement and waste
of abundance.

As a living fact of life pervading our land, such real social security will take
no money out of our economy, or out of the overall lives of honest people, or
any honest interest-but, its effects will prosper every community in the Nation
as nothing else can, solving problems which must be solved to achieve the faith,
harmony and unity necessary for the world-inspiring society we ought to be.

Our people and Country have lost mightily from this unremedied problem. No
other Investment can so vastly benefit our people and profit our Country as its
remedy. The longer we lack it, the mightier become both the irrecoverable losses
which the problem inflicts and the need for the profit only its remendy can
provide.

All other achievements and glories must continue mocked by impoverished
retirement as life's final reward for most Americans, without one thing--a great,
national pension, prosperity-sharing retirement assured for ALL. My testimony
provides for prompt transition to the system we ought to have--defined in HR
3296. r

I suggest that the sweeping changes and reforms in HR 1 bluntly raise this
question: "Who's been right and who wrong all these decades?" Revelation's
afoot. I believe it counsels a new, enlightened look at HR 3296, the up-to-date
Townsend Plan Bill.

If we'd had this prosperity-sharing retirement for the last 30 years, would we
be a better, stronger, or inferior society compared to what we now are? Can
we possibly be what we ought to be---can be-unless we do what this Bill
proposes, defines and provides?

It's in the light of those questions my testimony is relevant, Mr. Chairman.

STATEMENT

Mr. Chairnmn, I urge prompt passage of HR 1 as emergency relief to out-
rageoul5 misfortuned multitudes, with benefit increases retroactive to Jan. 1.
As this testimony will reveal, none have more fault with HR 1 than I but, the
straits of people dependent on inadequate Soc. Security and misnamed Welfare,
augmented by delay of this bill, defy description. Its faults, as we variously see
them, ought not deny the people its good. Brutally senseless, I believe, is failure
to enact now what was of debatable adequacy thirty years ago!

I hold HR 1 the most sweeping amendments yet to the Soc. Sec. Act. Each
Congress--lately successive Sessions--have not found progress towards a working
system but, the need for ever broader amendments. This is NOT because all's
well with Soc. Sec. It's because very much is very wrong. Census Bureau's Current
Population Reports. Series F-W0, show the authentic, unanswerable facts:

MEDIAN INCOMES

Men Women
Over 6 55to64 Inferiority Percent Over 65 56 to 64 Inferiority Percent

1347 ....... 211 $411 7519 .... 2.82 ,J 445 157 1397 __1i 139 101970 ....... 3,076 7,678 6,602 150 1, 2n 2,946 1,424 94

'Idodty Is picut of Income of thboe over 65. See attached special memo.
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In 24 years, the Income of men over 65 increased 222%-but, their inferiority to
men 55 to 64 increased 232%. For women income increased 176%, their Inferiority
246%. All public and private, group and individual works, policies and programs--
combined--completely failed to better the aged. In the perspective of the problem's
age and size, most of HR l's advances should have been enacted 80 years ago-
when, kn substance, originally proposed by this Lobby. Today, they are but feeble
tuns towards what the aged ought to have.

Present Social Security is as inadequate and obsolete as Model-T Fords on
today's roads and turnpikes. HR l's an Improvement only as was the Model-A
Ford in Its turn. Americans, retired by age and various disabilities, ought to
have a competently up-to-date economic vehicle. This testimony presents the
structure of that ought-to-be financial vehicle of Social Security and Prosper-
ity Insurance, Mr. Chairman.

Only one thing can wipe out that excuseless Income-Inferiority of the aged-
their lack of the very license to live. That Is a great, national pension (now
about $350 a month), equally vested in every Individual at age 60, assuring pros-
perity-sharing retirement, even for those caught with no other resource.

That figure ($850 a month) measures not the "cost" of a burden-but, the size
of the prosperity-flaw and crushing losses which the problem of impoverished
retirement infliets. It measures the profit only that problem's full solution, pros-
perity-sharing retirement, can ever provide. What we can't afford is uustt
poverty and its human ruin-not the cure.

That great pension will be both anti-inflationary and anti-deflationary, amplify-
Ing living-and business at up-to-date, average levels, by steering funds from both
inflationary and deflationary business processes and extremes--thereby weight-
ing the norm. How can anything better stabilize honest prosperity than that?

To the extent we lack prosperity-sharing retirement as life's? final reward
for all Americans, our other achievements must continue mocked by futility-our
prosperity deformed and flawed, faith and harmony a shambles, inflation dis.-
solving happiness, war to support employment and our Country's- influence
weakened and fading.

With the Senate repeatedly passing $100-a-month minimum Social Security
benefits and the prolonged House Study and WHCoA requests, HR l's $74 mini-
mum ($8.43 a day) is a shocking jolt. And all the more jolt beside the "special"
$150 for those "covered" for 30 years and an early $150 minimum for adults
under Public Assistance.

When we must be away from home, it costs $2.50 a day to board our cat In
a cage. If he needs a pill, it's extra. H.R. I provides oat-and-dog pensions for
people! That it's better than we've had in most States, is all the more shame.
How can even twice the cost for a oat be remotely tolerable for human beings? !

Since 1954, to move towards the plan we ought to have, I've proposed a "p1re-
sumed wage in covered employment" vested in every individual, providing a
minimum benefit barring eligibility for Public Assistance and Welfare-today,
about $200 a month-ALL our people under the SAME plan--virtuaUy wiping out
Public Assistance and Welfare (but for rare cases) and most adult-dependent
Social Security benefits, as well.

Whatever a uniform, national plan provides, it will cost less (especially ad-
minfitratively) than under degrading welfare. I admonish coet-fearers that noth-
ing's as costly, wasteful and cruel as destruction of people by social injustice-
and nothing is as profitable as happiness and health successfully pursued.

We hold patently unjust requiring mothers with dependent 'children to go to
work; unless they so elect. Only exceptionally gifted women can do a properly
good Job of being mother and housewife and the breadwinner, too! It makes
familyhood a myth.

Both House and White House have reversed their formerly opposed views,
virtually point by point adopting our 8-year-old criticisms of misnamed welfare
and wickedly Inadequate social security. The President labeled It "blatantly un-
fair" and "outrageous." The House has strongly voted to replace It by a uniform
Federal plan--condemning the very system THEY created and fostered all those
years against our counsel.

Respectfully, I believe I now Justly raise the question, "Who's been right-
and who wrong-throughout those three and a half decadeaT '  I

H.R. 1 proposes automatic aoc. Sec. benefit-raises yearly if the Consumer Price
Index rises 8%--only half the need. Advancing standards must also be matchC4,
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or the income of the aged will still lose ground. That benefits be "geared" to both
advancing standards and costs has always been -a primary proposal by this
Lobby, from the start

After 8% decades rejecting it and denying the people its now admitted Justice,
House and White House now have reversed their stand and passed % of It.
The change of view is commendable; but, H.R. l's provision is feeble-the Con.
eumer Price Index but a partial, inadequate and by itself obsolete guideline.
Again, validly, the question:

Who's been right--who wrong-all these years?
Mr. Chairman, since 1958, I've specifically urged direct use of peroapita

income, the average cost of human life, cradle to grave, reflecting all changes
meticulously in both living costs and standards, to update benefits--along with
the "presumed wage" to end discrimination and achieve transition to real social
security. Nothing so closely and simply reflects ALL changes as does percapita
income.

There are no good reasons-ony bad one8-for this not being done. It's not a
"cost'--4t's the most profitable economic and social investment possible.

There is the retirement test in H.R. 1, dropping the depressing $1-benefit-loss
for each $1 earned over the set limit. At last, after 15 years rejection Fifteen
years ago, in H.R. 7086, 85th Congress, this Lobby proposed $75 a month earn.
ings (now $150, In H.U. 3290) without benefit-loss--then, a $1 loss for each full
$2 earned above that amount.

This new, at least fair provision of H.R. 1 will enable workers to ease Into
retirement over long periods of time--ease In and out of work suitable to their
abilities and advantage. It will encourage the disabled In rehabilitation; and
help child-beneficiaries ease into employment (assuming its broadened applica-
tion). Help, not penalty.

However, the stingy benefits of H.R. 1 blunt the good effects of this fine thing,
because the smaller the benefits, the faster will earnings absorb them, leaving
poorer workers stripped of benefits and dependent on mean earnings.

Again the question-"Who's been right-who wrong?"
Therefore. we urge suspension of the retirement test until minimum benefits

at least bar eligibility for Welfare, then gradually applying It up to full force
when they equal the prevailing federal minimum wage, updated In step with
percapita income. Then we'll be walking the road to Justice and to the faith
and unity otherwise Impossible-but necessary for the inspiring society we
ought, by every right, to be.

H.R. 1 unconsciously proposes to raise the contributions-base in step with the
average wage In "covered employment". The average "covered" wage better
reflects both costs and standards--but, to apply It to taxes but not to benefits
is defenseless. Can such discrimination conceivably pass House, Senate and
White Houet Inconceivable I

It's wicked discrimination to raise the contributions-base to obligate the public
purse to match retirement savings for the well-to-do, the fortunate, those best
able to finance themselves. Remember, we don't have the problem because of the
prospering and well-employed, We have it because of the misfortunedI H.R. 1 is
upside down-devilishly "regressive"-rich benefits for the successful-mean
benefits for the poor.

How wrong can you get? How survive, deceptively compounding injusticeby evils falsely presented as remedies for grievous wrongs-like this provision
of H.R. 1?

All the criticisms so falsely lodged against prosperity-sharing retirement are
fully valid against this one! To match richly retirement contributions of the
fortunate, the well-to-do and rich who have the least right to a penny ! How wrong
can you get?

This Lobby believes two systems classifying certain Americans as Inherently
Insurd, others as indigent, are wrong. We must have one, prosperity-sharing
insurance plan for all alike, barring the need for Welfare and Public Assistance
(except in rare cases). Abolish discrimination the only way possible-by the
great pension for all.

" 7 S 0 -"-PL 6 -- 42
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H.R. 8296--the Pay-As-You-Go Social Security and Prosperity Insurance Act-
The Townsend Plan Bill--defines, provides and presents exactly that system. It
creates a prosperity-floor-not a poverty-ceiling--below which we will not allow
retirement living because of money-income lack-because of look of the very
license to live.

Only this great pension could In the past, or can In the future fill the punishing
income-gap authentically documented at the outset of this testimony. Continuing
such unjust, defenseless human poverty foredooms the economic, social and
political progress this society ought to achieve, but isn't. There is no substitute
to wipe out this not less than $125 billion a year prosperity-loss.- Only this great
pension.

Without prosperity-sharing retirement as the right of all under the same plan,
instead of paupered retirement for multitudes, the disintegrating injustices caus-
ing our Country's rending divisions will remain-mounting. It's the prime
requirement.

Oh-there's nothing wrong with other countries advancing--but, there's very
much wrong with us slowing down, losing our leading pace because of excuseless
injustice in our own house, mismanagement of abundance under the obsolete.
prejudice-ridden rules of scarcity-nowhere so emphatic as among our retired
elderly and disabled.

We completely disagree with HR l's increased Medicare limitations. It's past
time for complete Medicare. By the single requirement of attained age 60, it
should cover all because too many ruinously costly illnesses, in the face of fading
income, strike before age 65. All under the same plan.

Eliminate from Medicare A & B all limitatoins, deductibles, premiums and
co-Insurances. Cover all prescribed medicines, extended-care, eye, ear, nose, feet-
everything presoribable for health treatment. No bills to patients. The aged sick
can't competently go to court about charges etc.; the Government can-and it
can fairly set fair charges and see that they are paid and patients not plagued.
It can only be done under complete Medicare; and it ought to be.

Medicare should cover the disabled and all other Soc. Sec. beneficiaries, because
they are under the same financial dependency as the elderly.

Formidable demand Is rising for universal and complete health insurance,
cradle to grave. If the medical profession, the health and inenrance industries and
science cannot do the job and universal health insurance comes--there can be
no better preparedness for it than complete Medicare in experienced operation.

Contrary to the prejudiced and obsolete thinking of many, the Government
won't do the work, but will vest in the people the insurance which alone can
finance the relevant professions, industry and science to do it. Only complete
Medicare can win us the priceless profit possible only if the financial problem's
fully solved.

Mr. Chairman, as a member of the Task Forces on Income of the White House
Conference on Aging-and the Maryland Conferences-I was exceedingly grati-
fied when, after extensive discussion, each and all of the Task Forces inde-
pendently reached the above conclusions and recommended accordingly on
Medicare.

Most equitably to finance the above defined, complete solution of the Soc. Sec.
and poverty problems, Sections 214 & 229 of the first section of HR 8298 present
the Gross Income (gross receipts) Tax. The gross receipts of all persons and
companies is the broadest possible tax-base, for the lowest possible tax-rate. It
will provide benefits for the poor more meaningful in reverse proportion to their
fortunes and contributions. To the fortunate and rich-who by definition and
fortune have secured freedom from the problems--the exact same benefits will
acrue; but, they will be less meaningful as their fortunes and contributions are
the higher (ability to pay). Just what "progressive" solution requires.

To the general population it will Insure an incomparably sure investment in
prosperity-sharing retirement, their contributions buying benefits "geared" to
Increase directly in step with advancing costs and standards. A better, or as
sure an investment will defy imagination.

The Gross Income Tax will automatically amplify revenue to match advancing
production, business-volume, costs, prices and standards-all-tremendousy help-



3389

Ing to keep benefits up to date. Just how can you get any more equitable than
that?

Further, this tax will automatically rescue funds from both deflating and inflat-
ing business activities and pump them into prevailing, normal standards and levels
of business and living-refiating the deflated and deflating the inflated. How can
you get more stabilizing, equitable and prosperity-sharing than that?

HR 3296 provides automatic transition from our present, futile systems to
this great, national pension by starting with benefits sufficient to bar eligibility
for most Public Assistance and Welfare, increasing them every three months
until all eligibility for Welfare and benefits Soc. See. has been absorbed and
the great, prosperity-sharing, national pension is established as the inherent
right of every American.

Alternatively, if Congress advances the present system through the "presumed
wage" I've advocated, to establish minimum benefits at least precluding eligi-
bility for Public Assistance and Welfare-getting all our people under one,
non-descriminating plan-then advancing the benefit to the adequacy neces-
sary for the prosperity-sharing retirement envisioned in HR 3296-under that
approach, this GI Tax should be used instead of any further tax-rate hikes
and contributions-base increases under the present tax-system. They are both
already intolerably burdensome---regreeivel

Now, we've been told incessantly in recent years, in effect, that we do possess
the technological means for production to end poverty--but, in the same breath,
we've been informed that we have no "financial mechanism" so to distribute our
produced abundance for such human well-being and freedom. That's not true.

This Gross Income Tax, used as herein prescribed, is exactly that "financial
mechanism." That last ditch, defenseless excuse is groundless. In point of fact,
it's been groundless since this Lobby first presented this tax so to be used, in
1937.

Concdueon.-With that "financial mechanism" in mind, I make this observa-
tion: If a contract is economically and otherwise valid between employers and
employee of particular industries-like auto, steel etc.-provlding prosperity-
sharing retirement for those who've served 30 years in those Jobs (proportionately
less for shorter termers)-then, there's nothing wrong and everything right
with a universal contract to do exactly the same thing for all the people, all the
time, equally, covering all industries, all business and all occupations perpetually.

Indeed, if a thing's wrong with such a universal contract, then it's at least
as wrong with any and all of these special contracts for special groups, in
special occupations, prosperously employed-namely, discrimination.

.This "financial mechanism"-the git of HR 3296--does exactly that-covers
all business and industry, all occupations, all the people all the time providing
exactly those prosperity-sharing retirements, permanently. Fully solving the
problem.

'he great, national pension-universal contract-will be a people-spending, not
a government-spending program not taking a nickel out of our economy, or out
of any honest lives, or interests, It will all be money right down in the communi-
ties, everywhere, prosperously functioning; where, now, in tragic measure, it
isn't! Where its lack, now, constitutes the costly, running problem.

There's no good reason for retirement-living being in any respect financially
inferior to that in any other period of life, at any time. Here's the plan, "con-
tract," and "financial mechanism," the ways and means for prospering it.

I respectfully suggest Mr. Chairman, this Lobby's right about this, too.
Every argument used to prevent prosperous retirement agreements, decent

pensions for the misfortuned and the people in general-falsely used-is com-
pletely valid against lavish pensions for the well-to-do and rich, in both public
and private life, from the top down. Their extravagant pensions come, directly
and indirectly, from prices and/or taxes, from the public pure-for those for-
tune's supplied every means for financing their own retirement. Who doesn't
know endless examples of this shameless pension grabbing by the richly paid,
unanswerably undeserving? Shameless and wicked.
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SPECIAL MEMO, MAY 1971 FACTS ABOUT THE INCOME INFERIORITY OF THE AGED, MEDIAN INCOMES

Men Women

Over 65 55 to 64 Interiority Percent' Over 65 55 to 64 Inferiority Percent '

1947 ... $ $2,344 $1,388 145 $551 $92 $411 75
1948 99 2,412 1,414 142 589 857 268 46
1949 ....... 1,016 2.366 1,350 133 516 1,000 484 94
1950 ....... 986 2,494 1,508 153 531 918 387 73
1951 ....... 1008 2,840 .1,9832 182 536 968 432 81
1952 ....... 1247 3,009 1,762 141 654 175 521 80
1953 ....... 1150 3.271 2,121 184 659 170 511 78
1954 ....... 1268 3,195 1,927 152 694 1,195 501 72
1955 ....... 1337 3,440 2,103 157 700 257 557 80
1956 ....... 1421 3,567 2,146 151' 738 364 626 85
1957 ....... 1,421 3,681 2,260 158 741 342 601 81
1958 ....... 1488 3.968 21480 167 776 1326 550 71
1959 ....... ,576 4,190 2,614 166 797 431 634 80
1960 ....... 1698 4, 289 2,591 153 821 ,415 594 72
1961 ....... 1,758 4.597 2,839 161 854 1483 626 73
1962 ....... 1910 4,800 2,890 151 920 1669 749 81
1963 ....... 1,993 4,901 2,908 146 920 774 854 93
1964 ....... 2,037 4,941 2 904 143 952 1,910 958 101
1965 ....... 2,116 5 250 3,134 148 984 2,019 1,035 105
1966 ....... 2,162 5,750 3.588 166 ,085 2,214 1,129 104
1967 2,304 6,122 3:818 166 1,123 2,352 1,229 109
1968 ....... 2,652 6,717 4,%5 153 1,311 2,576 1,265 96
1969 ....... 2,828 7,279 4,451 157 1,397 2,791 1,394 100
1970 ....... 3,076 7,678 4,602 150 1,22 2,946 1,424 94

1 Interiority as percent of income of those over 65.
Source: Census Bureau. Current Population Reports, series P-0, annual tables on money-income distribution by age

and sex, 1947 through 1970.

The income-status of the elderly has not improved-netting, if anything, a slight
loss. What's more-a few, in certain groups like autoworkers, for example, won
contracts for prosperous retirement. Since the aged generally didn't gain, the
gains by these special groups mean that most of the aged lost all the more.

In that light study the above, authentic facts. See that ALL our programs and
policies, public and private combined, have outrageously failed the aged-that
only our Bill's great pension can ever provide them the lacking money-income,
the very license to live on up-to-date, Just standards--the problems, only
solution.

It's far past high time we bad prosperous, not impoverished retirement, a
contract covering all business and all the people all the time-more valid than
contracts in the auto and other industries for a special few. H.R. 3296 is that
universal contract covering all all the time in every business and occupation.
There's no other.

The authentic facts put the burden of proof squarely on those who still insist
on trying to make the unworkable, old system work. You'll find every reason
they give is a bad one. There isn't and there's never been any good reason for
living standards in retirement being impoverished, or in any way inferior to
other periods of life.

The Townsend Plan National Lobby, 0 Quincy St., Hyattsville, Md. 20784.
JoHN DomLE ELuoTT, Director.'

CALIFORNIA AAPS,
Covina, Calif., February 18, 1972..Mr. ToM VAIL,

Chief Counsel, State Finance Committee,
New Senate Office Building,
Washington, D.C.

DrA MaL VAIL: As indicated in our telegram sent today, attached is a writ-
ten statement of Rafael Solari, M.D., Vice-Chairman of the California Chapter
of the Association of American Physicians and Surgeons.
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We wish to submit it as our testimony before the Finance Committee in op-
position to further nationalization of health care. We regret that your busy
schedule makes it Impossible for you to hear this testimony in person.

Cordially,
WALTEB R. BuEao, M.D.,

Seoretary-Treasurer.
The following is the text of the statement made before the "House Ways and

Means Committee" in Washington, D.C., November 11, 1971 by Rafael A. Solari,
M.D. (2166 Hayes Street, San Francisco, CA 94117). Dr. Solari is vice chairman
of the California chapter, Association of American Physicians and Surgeons.

I am Rafael A. Solari, a Board Certified specialist In Internal Medicine, In
practice In San Francisco with three other associates. I have practiced medicine
In San Francisco for 18 years. This year, I have the privilege of holding the of-
fice of Vice Chairman of the California Chapter of the Association of American
Physicians and Surgeons, a voluntary organization of practicing physicians in
California. I am pleased to have this opportunity to present the views of the
physicians of my organization as It relates to this committee's consideration of
national health programs.

The majority of those national health plans presently under consideration are
premised upon the assertion that "health care Is a right". I would ask: "If
health care is a natural right some citizens are born with, then who Is born
with the corresponding obligation to provide that service?"

This notion that every citizen of the United States has an undeniable right to
health care, I would contend, is fallaoous.

All of us recognize that optimal medical care is what we would desire for all
citizens. We would also want top quality food and shelter for all.

However, when one speaks of rights, one must make a distinction between what
is desirable and what are "rights",

If one insists upon the fallacious premise that health care Is a right, the con-
oept immediately produces two victims.

The first victim is the physician. A physician, like other citizens, performs his
services voluntarily and offers It as a salable commodity, or donates it. He does
not, however, perform as a servant, like the feudal serf of 700 years ago.

But unfortunately and most important of all, it is not only the physician who
will be affected by such a system, but there is a second victim. This will be the
taxpaying ottzen, for in order that the "right" be fulfilled, or guaranteed, by
federal provision the citizen would be forced to surrender part of his earned
income for the benefit of others-or the benefit of himself, though he may prefer
to spend the money elsewhere..

Medical care is a product, produced by men, and not found in nature. It Is not
a "right" and never has been historically. Medical care is no more a right than
food or shelter is a right, and certainly these two are more essential to life than
medical care.

Thus, I have tried to demonstrate that the contention that health care Is a
"right" is a false premise.

ALLEGED "CRISIS" IN HEALTH CASE

We are told that there Is a need for a national health program because of an
alleged "crisis" In health care. As a demonstrable fact this is just not so.

In the appendix of the material submitted I refer this committee to an article
written by Marvin H. Edwards, Editor of the magazine, "Private Praotioe," which
has been widely circulated by the American (onservative Union. In this essay
there is ample proof for the following statements: One of the prime contentions
of this so-called "crisis" Is the assertion that free enterprise medidni has failed
to deliver quality are. This is not true.

Lifb expectancy in the United States has Increased and compares favorably
to other modern countries.

Decreasing infant mortality statistics compare favorably to that-of other coun-
tries. This is amply demonstrated despite the widely proclaimed but falsely inter.
preted infant mortality statistics of the United Nations Demographic Yearbook
of 1968.
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Tuberculosis and poliomyelitis have been virtually eliminated. Duration of
hospital stays for similar illnesses are shorter in the United States than in coun-
tries with national health plans.

The rise in cost of medical care, though noticeable and painful to the pur-
chaser, him been a part of the general increase in all prices and wages due to
federal inflationary policies, and not to free enterprise medicine.

The most substantial escalation of health care costs has not been in tbe charges
of physicians, but in the daily room charges of hospitals.

Most of this recent increase in hospital charges is directly attributable to the
dramatic hike in hospital wages during recent years. The net effect of increased
wages reflects itself dramatically on the hospital room charge when one considers
that wages account for about 70% of the hospital budget

According to Senate testimony given in 1970 by the American Association of
Councils of Medical Staffs the stay in a private hospital averaged 8.11 days while
the stay in a Veterans Administration Hospital for a similar Illness averaged
22 days.

Therefore, I have attempted to demonstrate that there is no "crisis", and if
there is a "crisis" It has been caused and aggravated by government itself.

THE "MEDI-CAL EXPERIENCE" IN OALIFORIIA

In California we have a pilot program called "Medi.(al" which one oould com-
pare to a future national health program. I thought it might be interesting to this
committee to relate some of the dUlzculties we Californians have had this past
year and a half with this program.

Earl W. Brian, M.D., Director, Department of Health Care Services, announced
during the early months of 1970 several cut-backs in the Medi-Cal program which
were necessary to offset a projected $15-420 million deficit. This deficit was
allegedly brought on because of an original unrealistic budget, and compounded
by short-sighted estimates of the increased case load. Later in December, 1970
even more stringent regulations were issued.

'These included the following:
(1) Prior authorization for non-emergency admissons to hospitals.
(2)1 Hospital stays were limited to eight days.
(3) Only two office visits were allowed per month.
(4) An emergency drug formulary was adopted which markedly restricted

the physician's ability to order appropriate medication. A requirement was
set forth that all prescriptions must be prepared for a 80-day supply. Later
As many as 24 drugs used for common illnesses were restored, and the
formulary revised several tines

(5) Rye refractions were restricted.
(6) A 10% reduction in fees paid to providers, such as laboratory services,

nursing homes, and physicians
As a result of these actions, the Sacramento Board of Supervisors and the Cali-

fornia Medical Association filed suit in Superior Oourt on January 13, 1971
against the Department of Health Care Services, its Director and the State to
force the State to rescind the outs in Medi-Cal health services.

In the suit, the CMA alleged that the emergency regulations would cause
irreparable injury, Including suffering, sickness, and the possibility of death
to some Medi-Cal patient&

Meanwhile, the Medl-Oal consultants who had to issue the authorizations were
swamped, resulting in confusion and delays in the provision of health care. OMA
claimed that prior authorization was taking 10 to 15 days, delaying needed health
care.

During the Superior Court trial ending March 15, 1971, witnesses said the
regulations impeded quality of medical care, were harmful to patients and
buried the physician beneath mounds of uwmeesary paperwork OMA's suit
charges the emergetcy restrictions were illegal and prevented the indigent from
receiving quality medical care, thus circumventing the program's original legisla-
tive Intent.

The suit was fi ly won by the OMA In June of 1971, and restoration was
elected oK July 1, 1971.
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In the meantime, however, there had been much chaos from December 1970
to the following July, and during that 7 month interval there was dislocation of
patients from nursing homes, much paper work for physicians and hospitals and
poor care for patients.

New legislation was enacted in October which has yet to be tested.
Now why do I burden this committee with this detailed account of our diffi-

culties in California. I do so in the belief that it represents a miniature microcosm
of what would happen were a federal health plan enacted.

What better test-tube has been witnessed here in the United States than this
program in (alifornia?

How oan we project costs for a national program when legislators can be so
wrong on a state level?

When bankrupoy threatens, cut-backs, prior authorizations, limited hospital
stays, interference with the amount and nature of drugs prescribed and generally
poor medical care inevitably follows.

This all on a state-wide level. Can you imagine what could happen in an
analogous situation on a national scale?

Let me now describe some. of the changes in my daily practice of medic-ne
brought about by the enaotment of "Medicare". I shall respectfully allow you
to Judge whether this has had a salutary effect on the practice of medicine.

Let me take you with me on one of my typical days On my hospital rounds I
miss seeing my fellow physioan on the wards or in the clinic caring for patients
because he is now spending innumerable hours closeted In utilization committees,
trying to decide which patient has over-utilized her stay In the hospital, which
diagnosis is Justifiable, writing letters and trying to referee claims.

I see physicians who were in active practice now doing administrative work
either in hospitals or with third parties. One boasted to me the other day: "I
never see patients any more; I sit at my desk and shuffle papers about." These
physicians have subtracted themselves from the active work force caring for
patients.

As I enter the nurses' station, I am greeted by the nurse, but not as to the
condition of my patient, but rather would I immediately sign the certifloation
form for Medioare which is due that day, or will I sign the diagnosis slip for
the same purpose without delay. Obviously priorities at nurses' stations have
changed.

This year I no longer see on rounds my five good physician friends who are
still vigorous in mind and body because they have retired rather than put up
with the increased paperwork and frustration of practice.

On arriving at my office I find a number of letters written to me by insurance
carriers for Medicare many of them indicating retroactive denial of claims for
my patients. These necessitate a continuous, endless stream of correspondence.
Also, on my desk are a clutch of new forms all needing to be signed authorizing
admissions and procedures under Medicare.

My first patient, an elderly lady over 65, has arrived with her bags packed
demanding to -be placed immediately in the hospital for what I would consider
a mild ailment easily treatable as an out-patient. Time is consumed in explain-
ing the difficulties of Medicare coverage.

My next visitor is the husband of a patient already hospitalized with Medi-
care benefits who asks that I not discharge the patient until three days hence
when he will have his regular day off.

And so the day goes until the evening, when my time at the Board of Di-
rectors' meeting of the Medical Society is not spent in a creative way either,
improving therapeutics or improving methods of diagnosis. Eight to ten meet-
ing this year have been spent discussing the possibility of trausforming certain
groups, hospital staffs, and even the Medical Society into HMO's or Health
Maintenance Organizations, and thereby qualify for federal funds.

I have tried to give this committee some Insight into the development or evo-
lution of a physician practice since the enactment of Medicare.

The question is often raised as to why those who represent organized medicine
seek, themselves, to implement certain national health programs. Speaking as
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one who is on the Delegation from San Francisco to -our California Medical
Association and also a member of the Board of Directors of the San Francisco
Medical Society I see medical-spokesmen so fearful that an all-encompassing,
comprehensive national health plan will envelope them and their patients that
they are willing to accept or promote diluted versions of national health Pro-
grams. In actuality, they do not actually favor the programs they espouse but
feel it is better to seek the lesser evil.

As to how the rank and file physician feels in this regard I would like to cite
a poll taken in San Francisco wherein physicians were asked their opinions re-
garding national health programs.

According to this recent poll taken in July of this year, a vast majority
(almost 2 to 1) are against a national health program, and feel that the Amer-
ican citizen would NOT receive better quality health care under such a system.
Almost 3:1 of all those polled were for LESS government supervision than for
more.

Finally I would like to say a word about our youth. We are all concerned
with what our youth are trying to say to us. Michael J. Halberstam, a young
physician, in a recent article in the New England Journal of Medicine (284:21,
May 27, 1971) pointed out that increased bureaucracy and centralization, in-
creased impersonal dehumanization is the very thing that the young are pro-
testing. He indicates that youth has discovered the common illness of Western
man whieh is alienation, with the individual citizen having little power over his
own immediate surroundings.

As he so ably points out-We, in the USA in our present health care have this
great tradition of our concern over the individual patient as a person; and of
mutual trust between physician and patient. He asks if all this is to be substituted
for a computer, a faceless bureaucrat, an assembjy.line type of medical care with
no confidentiality?

What then is the alternative to all these national health plans?
It is the system of free enterprise medicine, which is so familiar to most of us

that we seldom stop to marvel at its classic simplicity. Yet, despite its simplicity,
it is a system-and a system which has worked to provide high quality health
care to the American people at a reasonable cost.

The heart of the system is individual responsibility and initiative of both the
patient and the physician. The backbone of the system is free-choice and fee-for-
service, and the freedom of the individual to choose, and this last is, after all, the
essence of man's spiritual nature. The system, based on value given for value
received between equal men giving mutual respect to each other, is ethical, fair,
and the product of long experience.

As Vice Chairman of the California Chapter of the Association of American
Physicians ahd Surgeons I wish to thank the Chairman and members of this
committee for the opportunity to present my views on behalf of our organization.

EDIToR's NrrL-We are prohibited from duplicating or quoting the unrevised
stenographic minutes of the questions and answers that followed, but it is in-
teresting to note that Dr. Solari had a good opportunity to explain to the oom-
mittee that the poor have been and would be well taken care of without Medi-(Jal
in accordance with our Judeo-Christian tradition in America; that when govern-
ment steps in, charity tends to be pre-empted. He also had a chance to show how
competition in the free enterprise system prevents a doctor from charging all the
traffic would bear. If he tries to overcharge, be loses patients and referrals. Dr.
Solari also clarified the long recognized place peer'review has had in medicine, in
the form of tissue committees, chart committees, medical society committees, etc.,
but not for control of fees which are better handled by the free market. He
cautioned against underrating the value judgments of the Congressmen's con-
stituent# in deciding whether a physician is giving proper care or whether they
should find a better doctor. Both the presentation and the questions and answers
must have been an exciting experience. The California Chapter of the Associa-
tion of American Physicians and Surgeons expresses its appreciation to Dr.
Rafael olari for taking the time and effort to appear before the Ways and Means
Committee.
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The Case Against National Health Insurance

by Marvin Henry Edward

The idea of national health insurance," according to Rep. Richard Fulton (D-Tenn.), "is an idea whose time has come. The
question is no longer whether or not we need a national health insurance plan. The question is what plan?"

Since everyone who is saying much of anything seems agreed that some type of national health insurance should be
adopted, that does indeed appear to be the question. Unfortunately, from the perspective of this study. it shouldn't be. The
point which needs to be raised is not, "what plan?" but whether we should have any such plan at all.

There is an overwhelming body of evidence before us suggesting quite strongly that national health insurance, in any one of
several modulations, would be calamitous to our nation. If that evidence were fully brought before the American people, it is
extremely doubtful they would support such a departure. But so long as the fundamental issue is not even discussed, these
crucial data remain hidden from view. This paper is i attempt to make them available to the public.

What has brought national health insurance - that perenially resurrected Harold Stassen of political issues - to such
vigorous life in the '70s? A number of factors seem to be responsible.

The first is the political attitude of the day. Advocacy of national health Insurance rests on the bse of a claim that "all
Americans have a right to health cars." The current campaign for national health insurance rides the same wave which has
brought forth such programs as Urban Renew"l, the Food Stmp program, the War on Poverty, and proposals for a Family
Assistance Plan or guaranteed annual income. A politics of vicarious altruism has led, in its inexorable way, from a concept of
welfare to a concept of extra-constitutional "rights." Welfare recipients, social workers and politicians now proclaim that
every citizen has a "right" to be provided with food, with housing, with income. It is a natural corollary that he should insist,
also, upon the right to health care, finarcd by government.

The second major factor in the great comeback of national health insurance is the default of its traditional opponents.
Stung by the passage of Medicare and Medicaid, stunned by a massive propaganda campaign, large segments of the medical
profession have come to believe in Rep. Fulton's suggestion that some form of national health Insurance is Inevitable. The
prophecy may well be self.fulfilling: by accepting the theory that a government takeover is inevitable, and acting accordingly.
the profession may prove it to be so.

Ironically, the particular plan offered by Congressman Fulton was drafted, not by the traditionally liberal-leftist
spokesmen for organized labor (though thy had a plan of their own), but by organized medicine itself. This represents an
obvious, and distressing, reversal. During the Korendy administration, it was organized medicine which spearheaded the
opposition to, and prevented (temporarily) the passage of, Medicare - a limited program of national health Insurance for the
aged. Now that type of opposition no longer exists.

*As a caveat against any unintended implication that the nation's physicians hov individually or collectively weighed the
current medical situation against the merits. and demerits of national health insurance, and found such a program to be in
the best interests of their padents and/or themselves, it should be pointed out that there is some question as to whether or
not "organized" medicine - in this case the American Medical Association - speaks for the profession. In fact, there is
considerable reason to believe that it does not: as with most large organization, the AMA is possessed of a large
professional bureaucracy, composed chiefly of physWans who have long since left the active practice of medicine, and it is
this staff which frequently provides the de faeto leadership of such orgeni nations, confronting elected leaders with
incorntpreohonsible mountains of material to be coronmed somehow and acted upon at each brief session of the Board of
Trustees or the House of Delegates.
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Many In the medical profession - and on the Republican side of the aisle in Congress - have abandoned the struggle. The
battle ha become one for position only: "If we don't introduce a program, they will."

To a large extent, the apparent success to date of the campaign for national health insurance is simply a matter of the
predictable success of any campaign which does not encounter opposition. Plainly put, nobody much is fighting it.

Finally, the campaign is enjoying some preliminary success because of a widespread public frustration. Government
economic policies have created an inflationary spiral which has the average American on a disheartening treadmill and focused
his attention on the highly visible increases in his cost of living. The cost of medical care has risen less in recent years than the
cost of such other daily expenses a housing, transportation, and meat on the table. Yet the advocates of government
medicine have utilized a highly successful media campaign to center public attention on medical cost increases.

It should be further emphasized that the surge of opinion In behalf of more governmental medicine has occurred only
among certain segments of the populace. Recent public (Gallup and Harris) and private surveys seem to indicate that most
Americans remain generally satisfied with the present free-market medical system. Indeed, the well-publicized cries for change
seem to be coming primarily from a few politicians, social reformers, and journalists.

But the drive, limited as it is, will have its effect. Though the news media may not now be accurately reporting current
public sentiment, they may well create the demand for change. They have certainly begun to sow the seeds of discontent.
National health insurance is not, as its advocates contend, inevitable. But, unless a concerted resistance is mounted, it is
imminent.

I. A Dubious Right
National health insurance is based on the philosophical concept that every citizen of the United States has an undeniable

right to health care.
Yet the right is deniable. Every citizen has a right to health, which is to say that he may not be intentionally or

accidentally deprived of his health by fault of another, and that if he Is he may seek legal redress. To that extent, he has a
right to toelth as he has a right to life - a right enforced by the statutes of the land and by the moral laws of the community.

From this, however, the advocates of national health Insurance would extract a further right: the right to health care. This
extension involves a concept not present in the right to health itself. Whereas the right to health requires only that second
parties refrain from injury, a right to health care would require active servitude on the part of some citizens at the demand of
others.

A physician, like other citizens, performs his service voluntarily and offers it as a salable commodity, or donates it. He does
not, however, perform as servant. The concept of a right to health care could lead to that conclusion. But, as it Is not the
physician who will be most affected by the decreased quality of care and increased cost which invariably mark national health
insurance, neither Is It only the physician who will be placed in a position of servitude.

One victim of the concept that each citizen has a right to health care will be the taxpayer, for the "right" will be fulfilled,
or guaranted, by federal provision of the funds by which such care may be purchased.

Each of the plans Introduced In the Congress will, in some form, take the financial resources of some for the benefit of
others. The systems very, of course. The Kennedy plan, for example, is a compulsory program to be financed by payroll
withholding taxes and by general revenue funds 1Income taxes); the Nixon plan would be financed partly (Part A) by
compulsory expenditures by employers, and partly (Part B) from general revenue funds (income taxes); the AMA, or
Medicredit, plan, would be paid for by the portion a citizen contributes, through taxes, to the general revenue funds which
would be used to subsidize the health care expenses of part of the population. In each case, because It Is the taxpaying citizen
who will be forced to surrender part of his earned income for the benefit of others - or for the benefit of himself, though he
may prefer to spend the money elsewhere - the right to health care is dependent upon a concurrent loss of rights.

Proposals for national health insurance are also based upon a belief that a government health program will increase the
quality of medical care available to the citizen, and reduce the costs of that care. Extensive experience in this country and
abroad indicates that the results will be exactly the opposite. Wherever the national health insurance approach has been
adopted, the effect has been deterioration of medical quality, shortage of facilities, and a constant upward pressure on costs.
(For experience of other nations In this respect, see Appendix B.)

Government-sponsored health care has been a stall demand of collectivists in America and elsewhere. On the European
continent, national health insurance came into effect In 1883 when a harried Bismark, hard-pressed by the growing power of
the German Socialists, tried to check the movement by adopting a number of the key Socialists programs as his own. By
1911. Lloyd George had pushed a similar program through the British Parliament and the movement was beginning to pick up
stam In the United States. Agitation for government medicine has continued intermittently ever since.

From these observations, it is apparent that the health care "crisis" - officially so named by President Nixon - is not new
at all. Advocates of government health insurance programs hwve been complaining about medical "rises" - high costs,
Inadequacy of care. unavailability of service, etc. - for many yea, each time claiming a sudden deterioration which
necessitates emergency solutions. No matter what the costs of health care, they have been "too high"; no matter what the
medical progress, care has been "inadequate."

Essentially, the current attack has followed these lines: (11 There isa health crisis In the United States; (21 Arerica ranks
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very high In infant mortality comparisons with other nations - evidence of a low general quality of medical care; (3) medical
bills are outrageously steep; (4) doctors are dishonest, as shown by extensive cheating on income tax returns; (5) there is a
critical doctor shortage; (6) there is no efficient "system" for delivery of health care in the United States. In the passages
which follow we shall examine each of these assertions in turn.

II. There Is No Criss
As a matter of demonstrable fact, it simply Is not true that there is a "crisis" in private medical care or that free enterprise

medicine has failed to deliver quality care. Look at the record.
In 1900, the life expectancy of the average American at birth was just over 49 years; today it is more than 70 years, with

half of the babies born this year likely to live to be at least 74 years old. In 1850, one fourth of the newborn died before the
ag of five. At the beginning of this century, one of every four babies died before the age of 25. By contrast, only one of
every four babies born today will die before the age of 62.

The annual infant mortality rate in 1900 was 124.5 per 1,000. Today the rate is less than 20 per 1.000. The same
improvement in health care is true at all ages: as on example, of every 1.000 persons who reached age 35 in 1900. nine would
fail to survive to age 38; today that figure is down to approximately two per 1,000.

Critics of the free enterprise system claim there is a wide disparity between the quality of medical care available to the
rich and the poor, the white and the black.

It Is true that the mortality rates are higher and longevity figures lower for black Americans in most categories - a fact
largely attributable to non-medical factors, such as diet, income, employment at hard labor, and lower-quality housing. Yet
the statistics reveal that even among black Americans there is, rather than a "crisis," significant progress in terms of
maintained health end sustained life.

For example:
In 1920, the average Negro male had a life expectancy at birth of 45.5 years, and the average Negro female had a life

expectancy at birth of 45.2 years. Today, the Negro male has a life expectancy of 61.1 years and the Negro female has a life
expectancy of 68.2 years.

In 1940 the infant death rate among Negroes was 73.8 per 1,000 live births; in 1967 the rate was 35.1 per 1,000 live births.
The maternal death rate for Negro women In 1940 was 773.5 per 100,000 live births; in 1967 the rate was 69.5 per 100,000
live births.

In addition, the "gap" between the life expectancies of the white and black populations has narrowed to less than seven
years (64.6 overall for Negroes, 71.3 overall for whites).

In these items, there is no more of a medical or health care "crisis" for blacks than for white Americans. (One can only
apologize for the brevity of such "proof" within the confines of such a study as this. The above examples are accurate
reprsentations of a total longevity and mortality report in the 1971 Statistical Abstract of the U.S.. published as "The
American Almanac." pp 63 and 54. tables 66 through 69.)

For a medical "crisis" to exist only for the black community would imply that there is a marked difference In the care
available to the white and black American - or, as it is stated by advocates of national health insurance, between the rich
and the poor. If that were the case, there would be substantial differences in life expectancy at all stages of life, particularly In
the later years, when health depends more and more upon medical care. The facts reveal just the opposite:

From age 40 on, the difference in life expectancy between white males and Negro males is very slight; at age 40, the
difference is 35 years; at age 58 it is 1.6 years; at age 60. there is a difference in continued life expectancy of ,8 years; at age
66, of .3 years. In fact, from age 67 on, at the time when life expectancy is most dependent upon the quality of health care,
the Negro has a greater expectancy of continued life than does the white of the same age.

Tuberculosis and polio have been practically eradicated; the cancer survivorship rate shows some improvement (the uterine
cancer death rate, for example, has been cut in half since 1940); open heart surgery is commonplace and saves many lives
each year. Many can still remember the sight of children in braces from polio, signs tacked to front doors, warning of the case
of "whooping cough" inside; formaldehyde-soaked bedsheets isolating the suffering victim of scarlet fever. Those days are
gone forever.

There is yet another indicator of significance: one might expect that in a notion which is allegedly suffering a "crisis" in
health care, and in which medical care is said to be unavailable to large segments of the public, the population would be
stunted In growth and small In frame. Just the opposite is true in the United States. A 1971 report by the Department of
Health, Education and Welfare revealed that American children are taller and heavier, on the average, than the children of any
other population. According to the HEW study, American children have increased in height and weight for the last 90 years.
The average eight-year old American boy of today, the report said, is almost 4.5 inches taller and up to 19 pounds heavier
then the eight.year-old boy of 1880. And adults are correspondingly taller and heavier.

Nutrition, of course, is a major factor in the increased size of Americans. a it is in the increased longevity of life. Yet it
seems irrefutably dear that nutrition improvements or not, if Americans were receiving a low grade of medical care, the
health of Americans would be much lower; and conversely, if Americans are genrally fit, as seems to be the case, that a good
part of that fitness is due to the health maintenance provided by American physicians and the medical system In this country.

The argument that American health care is inferior is frequently based on the claim that the Infant mortality rate In the
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United States is hIghe than that in other nations. This argument employs figures taken from a report by the World Health
Organization, published in the United Nations Demographic Yearbook for 1968. Page 28 of that report clearly indicates the
reported figures are not comparable - for a number of very good reasons.

First, the standings compare nations with liberal abortion laws (in which poorly developed fetuses are prevented from
reaching term and being delivered) with other nations, including the U.S.. in which such fetuses are delivered and recorded as
no-ntal deaths.

Second, each nation maintains its own requirements for recording a viable birth. Minimum required weights and survival
periods vary widely. In a nation which requires a longer period of sustained life, or a heavier weight, before a live birth is
recorded, the infant mortality rate will tend to look much better than if such nations followed U.S. standards.

In some nations, birth reports re not required until years after the event. Obviously if an infant dies before that time, the
death may never be reported. This is especially true in those nations which relegate the duty of reporting births and deaths to
the parents themselves, rather than to physicians. (Indeed, in many European nations, most births occur with the assistance
of a midwife, while almost all American births take pice within a hospital.)

Cleady, the infant mortality indictment rests on a comparison of apes and oranges.'

III. WhatMedone Cols
Plainest of all the misrepresentations advanced by foes of private medicine is the argument that something Inherent in free

enterprise keeps driving, medical costs continually high. This rise in costs is directly traceable, not to free enterprise, but to
the interventiws of government. The most obvious culprit is government-pawned inflation.

In the period, 1956-1968, the average annual Increase in physician fees was 3.7 percent: the average annual increase in
genwal wages was 4.2 percent. Physicians fall further behind each year. What's more, physicians' earnings account for less
than 15 percent of total health expenditures.

Department of Labor statistics released at the beginning of 1970 indicated that in the preceding two years the costs of all
medical care had increased 12.9 percent less than such other items as meats, poultry and fish (up 13.6 percent),
home ownership hp 18.2 percent), transportation (up 13 percent) and Insurance (up 21.4 percent). The increase in medical
costs was about the same as the increase in clothing, shoes and restaurant meals.

A report in Charirq Time magazine for April, 1971, pointed out that the avera. commodity and service price increase
between December, 1967, and December, 1970, was 17.2 percent, and that the average Increase for the past decade was 33.3
percent.

Although physicians' fees have risen, the survey revealed that the 10year increase was approximately the same as or less
then the increaes in such items as lettuce, apple, cabbage and tomatoes; domestic help; paint; roof shingles: property
insurance; transit fares; auto Insurance; movie admissions; college tuition; newspapers; haircuts; and women's shampoos. The
cost of a tonsillectomy has risen less than the cost of cheese, colas, men's suits and women's dresses.

In other words, the rise, thou noticeable and painful to the purchaser, has been a part of the general Inasse in all prices
and wages due to federal inflationary policies, not the free entprise medical system.

The most substantial escalation of health care aostses not been in the charges of physicians, but In the daily room charges
of hospitals. Most of this increase has not been due to the medical system, but to the political system and, in large pert, to
govement Ielf.

For example, hospitals are Wlae-scale consumers of many goods ranging from bed linens to the beds themselves, and to
television sets, telephone equipment, food, srving trays, silverware and complicated medical equipment. As a result, Inflation
- a direct outgrowth of government economic decisions - has had a significant effect on hospital charges.

As Just one example, N.E. "Sanidy" Hamilton. director of New Orleans' famed Ocisner Foundation Hospital, has pointed
out that it now coats approximately $5W to replace a hospital bed purchased 10 yemrs ago for $160.

In addition, scientific progress has led to the development of sophirticated now equipment with life-sustaining or diagnostic
capabilities unavailable a short number of years ago The modern hosp ital, if it is to be adequately equipped to provide its
patients with the greatest potential for recovery and early dischergo, must purchase sudh equipment, and must, If it is to
remain In business, p Song the charge.

It has been contended tha overall hospital charge would be reduced if the cost of using such expense equipment were
directed only against the bill of the patient who uses the equipment. In the cae of particularly expensive machinery, used for
only a small percentage of a ho)ital's patients, such a procedure would make the cost of use prohibitive, whereas a slight
apportionment of the cost among aN patients, as pert of the hospitals' total overhead, makes such equipment - and such

* It is interesting to note, if one does wish to compare apples and oranges, that te WHO report shows the United States with
the fourth best record among 11 mejor nations in preventing TO mortality, and the best record in preventing bronchitis
mortality. Is it safe to assume, thwefore, tat the United States has (a) the best health care in the world; 1b) the fourth
best health care In the world. and 1c) some of the worst health cae In the world? If such comparisons ae meaningful, all
thre of the above statements ame equally and simultaneously true.
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vital but costly facilities as the maternity ward end obstetrical and nursing services - feasible and available.*
Ironically, though it is organized labor which provides the most vocal criticism of hospital charges, much of the recent

increase is directly attributable to the dramatic hike in hospital wages during recent years.
At Pennsylvania Hospital In Philadelphia, for example, wages for service workers, such as maids and cooks, went up by 43

percent between 1969 and 1971. Salaries for x-rey technicians increased by 39 percent, as did the pay for licensed practical
nurses. Wages for registered nuirms went up 25 percent; the pay rate for clerical help increased by 42 percent. The effect of
such i.creases on hospital room charges is obvious when one comiders that wges account for about 70 percent of the
hospital's budget.

In addition, union-forced wage increases in the construction industry have sharply increased overhead costs for the many
hospitals which are engaged in expansion programs.

Most interesting of all. in view of te demand for government to "sulve the problem" of medical costs, is the manner in
which existing Federal programs have sent such costs on an upward spiral. Experince proves a point apparent enough on
reflection - that "free" medicine supplied by government is the most expensive medicine of all.

Unlike the patient in a free enterprise system, who is required to pey only for his own needs, the patient treated under a
government health program must pay ao eppeyew a sum determined by (a) the total costs of the program and 1b) his own
income. Therefore, in addition to his own medical expenses, he must also pay for (W persons who require (or demand) more
medical attention than he does, and (b pesons who have smiler incomes and thus contribute less to the program.

Under the free enterprise system, excesive or frivolous demands for medical attention result only in increased medical
costs for the person who reeves the care; under a national health insurance program, with all of the nation's taxpayers
footing the bill, all would suffer increased taxation. The taxpayer forced to pay more to support the program will in turn
conclude he should get all he can from it and will be tempted to Increase his own demands for medical attention. This
Increased utilization of services takes many forms: more frequent calls to a physician's office for trivil complaints; stocking
up on prescription items; Increased purchase of such items as dental bmces and eyeglases.

Senate testimony In 1970 by the American Association of Councils of Medical Staffs revealed that the average stay In
private New Orleans hospitals, In which patietm paid their own bills, either directly or through private insurance, ranged from
61 to 10.4 deys. with an average of 8.11. By contrast, the length of stay In the U. S. Public Health Service Hosptal was
nearly 18 days and the average stay In the Veterans Administration Hospital was 22 doys. As a result, aomn though the per
diem charge In the government hospitals was lowr, the total cost of treatment was con deably hge. The average stay in
the private hospital cost the patient $527; the average stay In the PHS hospital cost the government (taxpayers) $22, and the
average stay in the VA hospital cost $1,003

The same tendency toward over-utilizatlon has been occurring under Medicare. Robert J. Myers, chief actuary of the Social
Security Administration In the 1960s, has reported that disbursements for the hospital insurance portion of Medicare in
119606 ran 41.1 per cent above estimates - due to the Increased costs "which, however, were consistent with the general
upward trend in prices" end due to "the higher utilization of services then had been asumed." Add to this the increased
overhead in hospitals and physicians' offices from the need to hire additional personnel to proce the time-conuming
paperwork required by Medicare, plu the financial strain on other patients from such accumulated cots.

In 1969, the administrator of a large Texas hospital wrote to offioilb of the Social Security Administration that his
hospital was being forced to Withekw from the provision of services undr the Mdedicire program, became the program was
threatening to ruin the hospital financilly.

The problem arose over a Medicare policy of compensating participating hospitals only for actual ,r costs. The Texas
hospital, like others, charged on a basis of actual cost plus a pro rated share of the overhead for providing such essential
services as maternity and nursing facilities, costly equipment, etc. Because of the lower payrment for Medicare patients, the
hospital was faced with the necessity of Increasing the overhead cost borne by other. non-Medicare, patients. Located In the
Rio Grande Valley. with a large nurbe of moderate-Income patients, the hospital decided it could not Increase the costs to
Its other patients (and could not absorb the loss), so it simply pulled out of the program. Other hospitals have undoubtedly
elected to pass the buck, literally, in the form of higher day charges for non-Medicare patients (meaning, of course, for the
great majority of Americans).

Project the Medica experience into. a full-blown "national health insure nce" program ard the outlok is forblddlng. A
massive superstructure of bureaucracy and governmental paperwork would be required to oversee the largest federal program

It has also been contended d the cost of such equipment would be reduced if hospitals avoided duplication by centering
such equipment in one central hospital for each aire. This proposal has two fallacies: first, by limiting the number of such
units felable, patients in need of the equipment's aid would likely find themselves placed on waiting lists so receive the
care. In fte cae of many such appliances. the wait might be at a very high cost to the patient in terms of iWf or health;
second, the suggestion flies in the face of the contention by NHI advocates that medical care is today too scattered, too
unavailable, too distant from the patiet. The proposal of centralization - usually offered by the saim critics - would
compound th problem of which they complain. A third proposed solution is simply that payment of such costs by
government would ase the financial burden on the patient. This argument overlooks the obvious fact that the patient is
also, usually, the taxpayer.
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in the nation's history - one that would cover more than half a million health care providers and more than 200 million
potential patients. Some idea of the immense cost of such a bureaucracy can be obtained by noting that the administrative
expenses for the hospital insurance portion of Medicare-A program which pays out "only" $4.8 billion a yew-totaled neerly
$150 million in fiscal 1970.

The Social Security Administration has estimated that if reimbursements am made according to the standards followed in
the Medicae program - that is, paying physicians, dentists and other participating health care providers their reasonable costs
and charges - the program proposed by Senat6r Kennedy would cost approximately $77 billion a year, more than the entire
national defense budget. (Other programs would cost less, but would also be expensive. For example. it Is estimated the
Nixon program would cost $12 billion.)

Professor Myers has calculated that the Kennedy program - the health carplan which has received the biggest buildup -
will have an income of approximately $57 billion a year. Leaving aside the consideration of the $20 billion annual deficit this
would produce. and how such deficits are made up, we can calculate what the $57 billion income to the government will
mean in terms of outgo from the taxpayer.

That amount represents an average payment of about $266 per year from each person in the United States (compared to
$172.38 private per capita spending for health ewe under the current system -see below). It would represent $660 a year
from each worker, or taxpayer (compared to about $430 under the present system). If revenues are increased to meet the
estimated costs, the amounts would be about one-third higher, or about $90 per year from each worker/taxpayer, compared
to the current $430.

From considerations such as these, it Is estimated the Kennedy plan would cost the average taxpayer up to 80 per cent
more each year to maintain his family's health, with proportionate increases down the line for each of the other programs.
(For details on costs end other features of these programs, see Appendlx A.)
It is amazing to note, despite government pressures, that the average American still enjoys a bargain in health care.

According to the Bureau of Labor Statistics, the average middle-income family of four in the United States now pays
approximately $643 a year for l health care, including hospitalization, insurance premiums, doctor's visits, dental care, eye
care, eye glam, prescription and over-the-counter drugs, etc. - only about seven percent of what the family spends each
year for goods and services.

The arwrage family of four, however, includes two minor children, with relatively small health maintenance bills, and no
aged persons. A more accurate picture, therefore, is obtainable from the Social Security Bulletin for January 1971 (page 5)
which reported a per capita private expenditure of only $172.36 per year for health care services.

Critics of medical care costs frequently talk in terms of an Increase in total health care expenditures-a figure which has
grown from $26.4 billion in 1960 to $67.5 billion in 1970. In fact, it was this increase which led President Nixon to proclaim
the existence of a "massive health crisis" In the United States.

Talk of a mutibillion-dollar increase in total health expenditures is meaningless, however, In terms of whether or not the
Individual American is able to meet the cost of staying well. In that regard, the vital figure is the low $172.36 per capita. It
should also be noted that there were 22 million more Americans in 1970 than in 1960. At a per capita expenditure of
$172.38 per ya, the population Increase alone* accounts for nearly $7 billion of the additional expenditure-while Inflation
and other government pressures, as observed, account for even more.

Finally, it should be recorded that while increased costs have raised out of pocket health expenses, 83 percent of all
Americans are protected In varying degrees by private health insurance, which is usually adequate to meet a large part of most
health expenses. In addition, many Americans are Insured for supplementary medical costs.

IV. Defending the Docto
Claims that physicians are commonly dishonest are based on reports that an investigation by the Internal Revenue Service

found fraucl in half the physician tax returns checked. According to Robert Myers, this is what actully happened:
The Social Security Administration compiled a list of medical services proyrvern who had received $26000 or more In

Medical pymentl. The list totaled only 11,000, Including doctors, dentists, clinics, and commer al suppliers of medical

equipment Only 3,000 of the 11.000 returns required IRS auditing. Of these 3,000, only 1,500 showed as much as a $100
discrepancy, the besis for further investigation. Thus, "half" the returns (1.600 out of the 3.000 audited) were reported as
"fraudulent." The truths: 1.600 of the returns checked contained either possible fraud or possible error - 1,500 out of the

325.000 physicians eid untold number of dentists, clinks and medical appliance supplies.
In fact out of the 325.000 physicians in the United States, only five have been convicted of fraud in the five-year history

of Medicare, and only five more re under fraud indictment. Even if all five doctors currently under indictment we found
guilty, the number of dishonest physicians comes to one in 32.500, or one for evey five-state area.

Critics of free enterprise medicine contended that the systeM permits the available supply of medical personnel to become
so poorly distributed that many ar are drastically short of practicing physicians.

It is true, of course, that there we areas which need more physiciaM - particulaly in rural communities and the run-down

sections of large cities. ut evn in the most rural areas of the most predominantly rural states it would be most unusual to

find any area in which there was not a competent physician either within the county or, at worst, within an adjoining county.
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In the lIrge cities, while physicians may not be willing to work in areas with high crime rates or street violence, or in
unattractive decaying slums, there are, in all such areas, some physicians - and even where there are only one or two doctors
to care for thousands of people, there are some of the world's greatest medical institutions nearby: Johns Hopkins In
Baltimore; Massachusetts General in Boston; New York Hospital in New York City, etc.

It is often maintained that many people who might use such facilities are unaware of them. If so, that is another problem
altogether. It may reflect on a public relations failing of organized medicine (if it is medicine's job to let people know its
presence), but government, too, would have to let people know of the existence of a government-financed facility.

Advocates of national health insurance frequently promote large, centralized group practices and mammoth comprehensive
cwe Institutions - which, if anything, will compound the problem of physical distance between patient and physician.

Free men may be given tax Incentives, or bonuses, or other "lures" into undesirable areas of practice. Government can do
no more than dangle such carrots, and hope the bait works, unless physicians are to be subject to compulsion. In this society,
one would hope it would not be necessary to argue against such a proposition.

At the present time there are Just under 325,000 physicians in the United States-a ratio of approximately one physician to
every 630 citizens. Britain and France, on the other hand, have one physician for each 900 citizens. Both countries are
frequently cited as possessors of exemplary national health programs.

It has been established that the United States is approximately 50,000 doctors short of present requirements. This estimate
has been the basis for most of the contention that the United States is in the midst of a severe shortage.

It may be interesting to consider how the critics came to arrive at such a figure. Eli Ginzbarg, in Men, Money & Medicine.
reports on a week-long conference of medical educators at Fort Lauderdale, Florida, in 1966 which projected a serious
"doctor shortage." This Conference assumed a population growth of two percent per annum. In fact, in 1968, the Census
reported a population growth rate of only one percent. Using a rate of 1.2 percent per annum (apparently the rate at the time
of his report), Ginzberg concluded: "To postulate a 2 percent rate of increase means an error of more than 50 percent in the
demand predicated on this crucial error."

The Conference also based its estimates of a doctor shortage on (a) rising income ("more income, more demand for
medical care"); (b) the desirability of having doctors available to send overseas to help disadvantaged nations; and (c) the
desire to allow physicians to work shorter hours.

Glnzberg, a liberal who advocates government medicine, can only conclude with "skepticism, not about the desirability of
increasing the supply of physicians, but at defining the situation as crisis and calling for a forced increase of large .magnitude."

It is, and will always be, desirable to have more qualified physicians; there is not, by any stretch of the Imagination, a
doctor shortage of "crisis" proportions, nor even one which requires anything more than reasoned attempts to increase the
number of physicians (a) graduated and (b) put into practice.

Under President Nixon's health insurance plan, medical schools would receive a capitation grant based on the number of
physicians graduated each year. There is an inherent danger in such a proposal that the administration and faculty of such
schools - now increasingly dependent on federal research subsidy - will lower the standirds for graduation and return
medicine to the days of the easy diploma. Indeed, one reason for the restricted number of physicians graduated each year is
the comparative stringency of graduation requirements which has replaced the diploma mills of past generations and thus
Increased the caliber of physicians wing for the ill In this country.

As with the matter of costs, government itself has been a major inhibitor In the number of physicians "put into practice."
Many doctors have been drawn awny from patient care by government inducements into research and administrative work.
For example, of the nearly 326,000 physicians in this country, less than 200.000 are engaged in office-based patient care.
Them are now nearly 30.000 doctors working for the government; more than 6.000 of them - enough to serve the entire
state of Maryland (or any of 38 other states - are not involved In patient care.

Clearly, there is good to be gained from an increase in the number of physicians treating patients. There is not, however, a
doctor shortage which would justify the imposition of new federal regulations.

V. The Issue Is Freedom
It is a basic contention of the advocates of national health insurance that American medicine must be inadequate because

of its obvious lack of centralized planning.
Most Amercens now pay for a rather simple system of private medical ears. They select a personal physician and pay him

whenever they use his services; if the doctor writes a prescription, the patient pays the pharmacist for the capsules or
mixtures he provides; if the patient is hospitalized, he pays for the treatment he receives and the days he spends in the
hospital. The bills are paid either by the patient or by a private third perty, usually an insurance company.

It's a system so simple that critics derisively refer to it as a "non-system."
Under this system of private practice, the patient pays only for the care or service he receives. If he receives twenty

minutes of a physician's time, that is what he pays for, regardless of how much service the physician renders to the other
patients he sees that day. The customer at a drug store pays only for the number of pills he is given without concern for how
many pills the druggist's other customers ae purchasing. The patient pays only for his own time in a hospital, plus his pro
rata share of the hospital's overhead; he does not pay for the time spent by other patients.

This system of private enterprise medicine is so familiar to moat of us that we seldom stop t marvel at is classic simplicity.
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Yet, despite its simplicity, it is a system -,nd a system which has workWd to provide high quality health care t the
Amwican People at a reason, cost. In its place, advocates of govemn;crt medicine would etet a complex, highly
structured - and highly expensive - system of mass medical treatment.

It seem axiomatic, however, that highly structured systems are not essentIal to all forms of endeavor; in fact, it is readily
apparent that there are relationship which function more satisfactorily in a less rigid format. While supermarkets may bri'-
wider verities of food, at quantity prices, to more people, the supermarket concept may be totally unsuited for the provision
of services which require Individual attention rather than rolling baskets and check-out lines,

Patients in European health systems often complain of mass, impersonal, assembly-line care. which Is frequently cursory
and without the privileges of privacy to which Americans have been accustomed. Such complaints awe inherent in the nature
of mass systems. Patients in large American prepMment groups often say they never know what doctor will see them, and
rarely se the same doctor twice.

In point of fact, structured systems may reduce the quality of medical care. Dr. Sidney Garfield, a founder of the Kaise
Permanente prepayment group, in California, has recently admitted that the change from fee-forservice payment to fixed fee
prepayment had created such excessive demands for attention by patients with trivial complaints that the facility could not
adequately care for the patients who really needed attention. Add to this the fact that further intervention by government
will mean a loss of freedom for both physicians and patients.

First, the physician loses the freedom to enter into a private contractual agreement with his patient. That is, he loses the
right to sell his skills and services at a price agreeable to both provider an recipient.

Second, the physician loses the freedom to practice his profession to the "best" of his ability. Bureaucratic overseen
supervise and'second-guess treatment and prescriptions. British doctors have been forced to repay the government, out of
their own pockets, for medicines which they prescribed for their patients. but'which were (a) not adjudged by the overseeing
administrator to be the correct treatment dictated by the "the book" or (b not covered under the provisions of government
"formularies." Such restrictions tend to limit physicians to "approved" treatments, though there Is ample evidence to suggest
that decree of bureaucratic bodies (e.g.. the FDA) may not be consistent with the best possible medical care. The physician
also is forced to spend much of his time in filling out forms and government official reports. And when payment is based on
the number of patients "registered" on a physicians' roster, as is the ca in Britain, the physician must, to make ends meet,
treat more patients then he has time to treat well.

Third, the physician loses the right to move about freely. When the British government instituted its National Health
Service, doctors were forbidden, under penalty of fine and imprisonment, to sell their practices. A decision to retire from
practice, to leave the country, or to move to another area meant sever economic loss.

Fourth, the physician loses the right to choose whether he shall work or not work. In Ouebec, when doctors went on strike
to protest provisions of a provinWal Medicare program, the Canadian government ordered the physicians to return to their
practices under threat of Imprisonment and heavy fine, in effect making physicians servants of the state.

Fifth, the physician becomes the "servant" of his patient, forced to cater to the most trivial demands or be hauled before
boards of government overseers and subjOcted to punishment.

The result of these losses is greatly to reduce the physician's income, to reduce his freedom to move about and sell his
sevices as a free man, and remove the pleasure he derives from his work. But serious as these prospects e. they are not so
frightening as the dangers which government health programs contain for the patient.

First, of course, there are several obvious losses of freedom to the patient/taxpeyers - lo s of control O that portion of
his Income which i confiscated as taxation to pay for national health programs; loss of the freedom to chooe his own
physician (in both Sweden and England the private practice of medicine is almost non-existent); loe of privacy (both in
treatment and in confidentiality of medical records); loss of the freedom to purchase private health care Insurance (the
private health insurance industry will be effectively destroyed by the Kennody plan), and thus to choose whether to allocate
funds for possible health neds or to spend the money for other purposes.

Theme are, moreover, a number of notio-obvous dangers. Professor Theodore Roszak, of the UniMrsity of California,
recently wrote of the eventual Implications of government control of a nation's health:

"The National Helth Service would have to take greater responsibility for population planning - which would Include
administration of a program of 'voluntary euthanasia' for the unproductive and Incompetent elderly. The National Health
Service must have to enforce a program of compulsory contract on upon all adolescents, who would later in life have to
apply to the Service for permission to produce children. It would then be the job of the National Health Service to evaluate
the genetic qualities of prospecve parents before granting clearanc to begt."

Dr. Eliot Glanville Williams. speaking before a British television audience, stated that the prolem INHS) might reach the
point "that would warrant an effort being made to change the traditional attitudes towards the sanctity of life of the aged."
In June, 1968, the British Broadcasting Corporation aired a special documentary on euthanasia, described as representative Of
the "forward thinking" among the nation's health experts as they plan the future of Britain's government health program.

In 1969, a Voluntary Euthanasia Bill was introduced In the Houe of Lords. The bill would permit the British government
to put an elerly patient to death if the patient consented. It is frightening to contemplate the elderly - often weak. in pain,
depressed, reminded of their uselessness and of the burden they impose on their relatives Nd the state - wearily nodding
approval of their own execution.
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Euthanasa is not, of course, a part of any of the bills which hove been introduced in America. But neither was it a par of
the NHS adopted by Britain in 1948. Now, however, that government has found that it canot cope with the costs of
guaranteeing the health care of all Its citizens. No new hospitals were built in Britain for many years; there are long waiting
lines for hospital admission., and government investigators have angrily condemned the sorry condition of medical facilities.
The British government must cut costs - it must ca to provide care for so many people. Its choices are simple: admit that
it Is not the government's role to care for the health of the people, or keep them undke national health insurance and find
some way to reduce the cost of caring for them, Great Britain has obviously been graviting toward the latter position.

Vl. An Altwnative Plan
I am f equently asked by advocates of national health insurance to propose an alternative solution to the health care crisis.
The r'oquest is besed upon a false premise. There is no health care "crisis." The American system of medicine has not yet

created the medical Utopia envisioned by the planner, but it is doing a very good job of providing a high level of medical care
to the A nerican people at a reasonable cost.

Howe" w there is another crisis " - a crisis in terms of the arrival of a moment of decision for the American people.
The proper alternative is a private enterprise system of medicine. I propose this alternative for the following reasons:
1. Free enterprise is morally prope for a society of free men; statism is not.
2. The results of private enterprise are satisfactory to those who ae served by the system; the results of government

medicine are not. In contrast to the Gallup and Harris surveys revealing a high degree of public satisfaction with the medical
care available In this country, a recent British survey revealed that seven of every 10 Britons are dissatisfied with that
country's health system. Oiscontent with the French medical system has reached such a peak that each week an hour-long
radio program is devoted to the airing of public complaints about the system.

3. Government has compiled a long record of failure in neeing the problems of farming, housing, postal delivery, welfare
- and medicine. In fact Intrusion of government into these sectors has created additional problems. On the other hand,
private enterprise has moved - and is moving - to create solutions to problems in the delivery of medical care: problems
which were not created by the private sector, but which it can solve if permitted to do so without federal interference.
Consider:

Private physicians have long advocated a reduction In the number of physicians employed in goverrnt work, In planning,
in administration, in teaching. fin recent yeers the increase in numbers of medical educators has been higher than the increase
in numbers of medicl students.)

Private prafitioners advocate a reemphasis on education In the medical schools, many of which have, in effect, become
research centers, as administrators compete for federal grants. Such a re-emphasis on education will permit the release of vast
research facilities for teaching purposes, and enable schools to Increase the size of enrollments.

Private physkians have worked to create new medical teaching programs - such as the one now being developed at Kent
State University - to piace rw emphasis on training students for patient care rather than for academic, research, or
government work. 4A recent survw of three medical colleges in Boston, Massachusetts, revealed that none of the seniors
interviewed Intended to enter patient-oientod practice.)

Private physicians have advocated a return to the use of practitioWrs as pert-time medical faculty, releasing large numbers
of ful-time teacher for the cane of patients.

Private physicians have worked to rearrange medicl" curriculums to shorten the education process. In these ways, private
practice will increase the number of physicians available to ce for the public. without leksning the requirements for
graduation and thus endangering the quality of medical care.

Private physicians at Memorial Hospital in Long Beach, California, have created a special "day care unit" which permits
patients who need only short-term recuperative care, without expensive special equipment, to be hospitalized for a single day
at a coat of ony $18.

Private physicians in Phoenix, Arizona, have irested $400,000 of Private money into a Surgicenter, a short-stay surgical
center which provides both surgery and short-term recuperative hospitalization, at low cost.

Both of these solution are typical of the way in which pr/vte medicine is moving to free acute care beds aNd lower
hospitalization chars

Private physicians are making more extensive use of paramedical personnel - nurses and technologists - to perorm tasting
procedures and reduce the amount of time a physician must spend with a patient. This lowers the cost of the visit and enables
the physician to se more patients.

Free man in a free market can work wonders. The same private enterprise system which has produced high quality
medcne at reasonable cost is continually working to provide better cae at lower costs. I therefore propose less, not more
movement involvement

Both systems of medicine - free and regimented - have been givtn a test in malor nations. To abandon the efficiencies and
freedom inherit in private medicine for the costly chaos of government medicine could hardly be called "progress."

I do not, therefore, propose any government program to solve the fictional health ae "crisis." I propose instead that we
allow the free market to continue to provide - and continue to improve - the high quality of medical care available in this
country.

72-53 0- 72 -pt. 6-- 43
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Appendix A: Proposals Before Congress
If national health insurance does come to the United States, it will probably come in the form of one of these plans (or

some revised version of them):
HEALTH SECURITY ACT (S. 3, H.R. 22) - The Kennedy-Reuther bill. Introduced by Senator Edward M. Kennedy and

Representative Martha Griffiths. Drafted by the late Walter Reuther's Committee for National Health Insurance the program
would be compulsory for all Americans and would provide comprehensive health benefits, including unlimited coverage for
physician visits and care (including surgery) and for hospital care; hospital psychiatric care (with a 45-day limit); skilled
nursing home care (120-day limit per spell of illness); up to 20 visits (per spell of illness) to a fee-for-ervice physician for
psychiatric care. The program would pay most of the cost, but not all, for eyeglasses, appliances (braces, artificial limbs, etc.),
laboratory services, podiatry, optometry, ambulance service, physiotherapy and home health services.

The bill would create a separate bureaucracy, consisting of a National Health Security Board, with regional and local
overseers.

Approximately 36 percent of the estimated income would come from payroll taxes, paid by employers on their total
payrolls, with no maximum taxable earnings base; 12 percent would come from direct individual payroll taxes; two percent
would come from taxes on the self-employed; 50 percent would come from general tax revenues. The employer payroll tax
would be at a rate of 3.5 percent, the self-employed tax at a rate of 2.5 percent, the individual tax at a rate of 1.0 percent on
income up to $15,000. Estimated total cost: $77 billion.

The remainder of the bills introduced so far are in some measure voluntary. They include:
NATIONAL HEALTH INSURANCE PARTNERSHIP, FAMILY HEALTH INSURANCE PLAN, and other proposals,

sponsored by the Nixon administration and outlined in a Presidential message to the Congress on February 18, 1971.
The first section of the program would create ap,;'National Health Insurance Partnership" plan INHIP) under which

employers would be required to provide comprehensive health insurance for their employees. Minimum benefits would
include hospital and physician care, full maternity carp, well-baby care, laboratory services, and a minimum of $50,000 in
"catastrophic illness" coverage for physician fees and hospital charges. Employers would buy the insurance from private
companies and would be required to pay at least 66 percent of the cost for the first 30 months and 75 percent thereafter,
with the employee paying the remaining portion.

Employees may choose to enroll in a Health Mainteance Organization (prepaid group practice) rather than receive private
insurance coverage.

Employers would be compelled to offer the health insurance coverage but employee acceptance of the offer (including the
employee's commitment to pay the remaining 25-35 percent of the premium cost) would be voluntary.

The program would go into effect on July 1, 1973.
The second portion of the Nixon health program provides a Family Health Insurance Plan (FHIP), under which the

government would buy besic medical coverage for the medically indigent (income of $5,000 or less for a family of four).
Families with an income of $3,000 or les would receive all medical and health care free; families with income between
$3,000 and $5,000 would pay part of the costs through a graduated schedule of premiums, deductibles and coinsurance.

The plan would be completely administered and financed by the federal government. It would replace Title 19 of the
Social Security Act (Medicaid) which is administered by state governments and financed by the state and federal
governments.

Estimated cost Is at $12.4 billion.
THE HEALTH CARE INSURANCE ASSISTANCE ACT - "Medlcredit." (S. 987, H.R. 4910), introduced in the House by

Representatives Richard Fulton (D.Tenn.) and Joel Broyhill (R.Va.). It is patterned after a "Medicredit Tax Incentive Plan"
devised by the American Medical Association and has been endorsed by the AMA.

The program would be offered on a voluntary bait to all citizens under 65. Minimum benefits would include physician
services, and hospitalization up to 60 days subject to cost sharing (20 percent coinsurance on the first $600 of medical
expense and on the first $500 of emergency or out patient expense), and deductibles ($50 per hospital stay). Coinsurance and
deductibles would be waived for the poor. The program would also provide catastrophic illness coverage (major medical) after
a beneficiary had expended a certain amount above the basic coverage, based on tan.le income (10 percent of the first
$4,000, 15 percent on the next $3,000, and 20 percent thereafter).

Under this bill, the federal government would pay 100 percent of the premium for low-income beneficiaries (an individual
and his dependents whose combined annual income would not give rise to any income tax liability). For others the
government would provide scaled participation ranging between 10% and 99%, in the payment of premiums for bes
coverage, and would pay in full the premium for catastrophic coverage. The extent of federal subsidization for each individual
would be based on that individual's income tax liability. Persons with higher incomes (thus higher tax liabilities) would
receive less federal money for health Insurance purchases. (In other words, the person who contributes the least to the federal
government gets the most from it; the person who contributes the most gets the lest.)

The AMA estimates total cost of the program at $12.1 billion in new money; HEW says it would cost $15 billion.
Several other bills have been introduced, any one of which may emerge as a compromise choice of the Congress, and Rep.

Wilbur Mills is said to be considering a program of his own.

46
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Appendix B: The European Experience
Government health programs throughout Europe are plagued by inure overcrowding. inadequate and often antiquated

facilities, dangerously outmoded equipment, drastic shortages of personnel, lack of essential services, impersonal attention,
lack of privacy, and long waiting lines for admission to government hospitals. National health systems have caused a
disastrous upheaval in the medical care received by hundreds of millions of Europeans:

- The Philadelphia Inquirer, In a 1970 study of European medicine, concluded that American dcctori are much more
active In preventive medicine; that the aprge length of confinement to American hospitals is many days shorter than in
Sweden, Germany, or England (ell of which he" national health programi, and that American doctors, on the average, spend
more time with each patient than do their European counterparts,

- A recant British government report on mental health hospitals in that country revealed that 40 percent are more than
100 years old. and most of the remainder are more than 80 years old.

- Hospitals In England and other nations with national health program ae overcrowded to an extent unknown in the
United States. When former Social Services Minister Richard Crossman visited Central Mental Hospital in Warwickshire, he
inspected wards so full that patients had to climb over each other's beds. His report stated simply: "This hospital is

0'-- vec owded to a hopeless extent - but it's no worse then many other hospitals I've been to."
While touring a hospital near Birmingham, Mr. Crosaman came to a ward crammed with 72 beds, twice the number it was

built to accommodate. Beds in the ward were so close that their sides touched. Patients got into and out of their beds either
by climbing over the foot of the bed or over patients in adjoining beds. None of the patients had space for a wardrobe or
footlocker. Night clothes were kept on the floor, stuffed under the beds. The 72 patients shared eight wash basins and three
old, chipped toilets.

- Between 1948, the year the British National Health Service was inaugurated, and 1962, there were no new hospitals built
In England. Only three were built between 1962 and 1970 (in a nation of 65 million people).

- A fire which killed 24 patients at Sheldon Hospital In Shrewsbury wes blamed on unsafe facilities, but the Regional
Hospital Board, dependent on government allocations, reported that it lacked the necessary funds to make improvements
which would remove the danger.

- A committee of distinguished British physicians and surgeons recently issued an urgent plea that something be done
about the conditions of the country's Inadequate emergency services. Only 30 percent of Britain's hospitals have adequate
emergency facilities, the committee reported.

- The ovecrowding has serious effects on the patients In hospitals, but its effect Is most deeply felt by the patients who
can't get in at all. Government figures in August. 1966, revealed that more than 100.000 elderly and chronically sick Britons
were on waiting lists for hospital beds. In addition, there were 76,000 women waiting to get into hospitals for gynecological
treatment; 80,000 children waiting to have their tonsils removed; 30,000 patients awaiting ophthalmic surgery; 22,000
awaiting plastic surgery. By On end of 1968, there were more than half a million British patients waiting admission to
hospitals, 71 percent of them In need of surgery.

- Dr. Edward McNeil, a New York surgeon who came to this country from England. reported that at the time he left
Britian the waiting time for children to hae their tonsils removed was 10 years.

- Harold Gurden, a Member of Parliament from Birmingham, has called for a public investigation into waiting lists for
children to hav ear operations. Gurden said 50 Birmingham children a year are going permanently deaf because they ae.
unable to receive hospital treatment in time.

- When 66-year-old William Osbourne, of Surrey. was injured in an auto accident, he made his way on foot toe near
hospital, only to be turned away. The casumty department wn not equipped to give any care - not even bandaging -
outside its posted hours (9 to 5 on weekdays; 9 to noon on Saturdays).

- There are long welting lists to get into Swedish hospitals, too. It is estimated that more than 4,000 persons are waiting to
get into hospitals in Stockholm alone, nearly half of them for surgery. Waiting periods for minor operations sometimes run as
long as six months.

- Touring Kansas physicians found hospitals in Leningrad to be "unbelievably barren, . . .Lboratorel were skimpily
equipped and would compare with one of our laboratories about 30 to 40 years ago." During their tour, the Americans saw
Soviet physicians giving a patient blood transfusions through an old, worn piece of rubber tubing - a dangerous practice
which has been obsolete in the United States for 30 yean.

- Overutilization cause patients in Germany to stay in the hospital an average of approximately 24 days - three to four
'ime as long as the avage stay in the United States. "According to our social insurance statistics," Dr. Klas Ranrisch
writes, "tonsillitis caused the sar patient to be laid up for 21 days In 1927 - and in 1967. In those 40 years therapy
developed from aspirin to sulfonamides to peniclin and the other antibiotics. Every medical prgres shortened On p roces
of tonsillitis. But not one day was cut off the time the average patient was out of work."

- In Britain, taxpayers now must pay for free wigs, for women who are going thin on top, and even for sex-chong
operations. Inona London hospital aone, seven men have recently undergone operations to be changed into women at the
taxpayer's expense. Each operation requires th services of a consultant peychiitrist. consultant endocrinologist, two
surgeons, and a profssor of obstetric

- Treatment is also hampered considerably by the savers doctor shortage which plagues countries operating under
national health program. During the 10's, an a e rg of 27 doctors a year left Britain to practice In Australia. In the last
10 years the rate has been about 226 a year. In 190. 162 British doctors began practice in t U.S - more than in the entire
decade of the 1930s. When Dr. McNeil recently checked a list of medical school classmates he found that more than half had
either left England or quit the prectice of medicine.'

- Professor John Awkes, a member of a royal commission on health care, recently reported: "The average American now
has more medical service than do average Briton, and the gap between the two has been wkening since th inception of the
National Health Service."
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A.MEIOAN AssocIATIoN or BIOA2 ALYTS,St. LOuse, MO., Perur 17, 1975.
Hon. RusszLL LoNG,

OAe4rmat% Senate Finowne Jommittee, New Senate Ooe Bv uding,
Wa1&frgtot, D.O.

DzAa SENATOa Loir: I am Chairman of the Committee on Governmental and
Professional Relations of the American Association of Bioanalysts, which is af-
filiated with the American Institute of Biological Sciences and the American
Association for the Advancement of Science, and I am pleased to have the oppor-
tunity to file the following comments on HR-1, the Social Security Amendments
of 1971. These comments represent the views of the following organizations:

The American Association of Bloanalysts.
The Arizona Medical Laboratory Association.
The California Aswxiation of Bloanalysts
The Connecticut Association of Clinical Laboratorles.
the Florida Association of Medical Laboratories.
The Illinois Amociation of Clinical Iaboratories.
The Maryland Association of Bloanalysts
Who Massachusetts Association of Clinical Laboratories.
The Michigan Association of Bloanalysts.
The New Jersey Society of Bloanalysts.
The New York State Association of Clinical Laboratories.
The New York State Chapter, American Association of Bioanalysts.
The Ohio Association of Bioanalysts.
The Oklahoma Association of Bioanalysts.
The Oregon Association of Independent Laboratories
The Pennsylvania Association of Clinical Laboratories.
The Rhode Island Association of Clinical Laboratories.
The membership of the American Association, of Bioanalysts is composed of

individuals who have devoted their talents to the direction and application of
the life sciences to clinical laboratory analyses, those who teach such curricula,
and thee who hold similar commissions in the armed services or governmental
laboratories.

In passing, we may note our formal presentations on independent laboratory
matters in 1965 and 1987 before the Senate Committee on Finance.

1. PARENT STATUS Or HEALTH CAR

A review of many bills for national health insurance indicates that:
(a) The provision and delivery of quality health services Is of critical im-

portance, and of the highest national priority.
(b) Present programs do not provide for continuing, efficient, comprehensive,

low cost health services to all citizens.
(o) There is not adequate emphasis on preventive medicine, the maintenance

of good health, rather than the more expensive alternative of treatment of illness.
(4) The physician must retain the right to order tests he deems medically

necessary. He, and his patient, must have free choice of qualified, available lab.
oratory facilities.

(e) A way must be found to provide services outside the hospital, where medi.
cally lndicat , as a less expensive alternative to In-hospital care. While the
delivery of high quality laboratory services is not the largest sector of health
care cost, It is, in our opinion, a significant part of the physicians' armamen-
tarium In diagnosing and treating his patient.

2. )NAL AND STATE LGISLATION

As recently as 1985, there were relatively few states with laboratory licensing
laws. At present, approximately twenty-two states have some form of laboratory
legislation. A recent summary available from the Center for Disease Control in-
dicates that approximately one hundred bills have been Introduced in the various
state legislatures, for the purpose of establishing quality standards in personnel,
facilities and laboratory performance. The Federal Government under the
Medicare Law and the Clinical Laboratory Improvement Act of 1967, has set very
high standards for clinical laboratory operations.



Bloanalysts, in every state, have made signiflcant contributions in raising the
quality of laboratory services to the citizens of the United States.

Remommendatin.-That representatives of the Independent laboratories (both
physicians and non-physicians) be invited, at the outset, and not after the fact,
to participate in the deliberations of Ad hoe and Advisory Committees which will
draw up the Rules and Regulations which carry out Congressional intent with
respect to health security. We welcome the opportunity to serve in this capacity
with other professionals and with consumer and community representatives.

8. THE CHANGING ROIZ OF THE INDEPENDENT LABORATORY

Independent laboratories are fully integrated into the health services system,
and provide services to physicians, hospitals, nursing howes, extended care
facilities, Veterans Administration facilities, Blue Cross and Blue Shield Plans,
the Armed Forces, private insurance companies and innumerable health and wel-
fare agencies. All of these rely upon the testing and home visit services of
independent laboratories.

In many states, licensed, certified or approved laboratories are classified as
community health facilities, and are undertaking public health duties which
have previously burdened State health laboratory facilities. These involve broad
ecologic relationship of the human and his environment.

Reoommem ton-There should be due consideration in any national health
security program for the expanded role of the community laboratory provider
of health services in full participation with the State public health laboratories.
With the state tax dollar already overburdened, it is logical to expect the inde-
pendent laboratory to provide new services.

Further, that Congress implement the earned right of the independent
laboratory to continue to provide reimbursable services under whatever new
system the Congress develops.

4. EQUALITY OF APPLIED STANDARDS

As of this moment, only independent laboratories are subject to the stringent
Federal Standard of Medicare and the Interstate laws In terms of personnel
qualifications, on-site inspections, compulsory proficiency testing and adequacy
of facilities.

The Health Insurance Benefits Council, in its first report to Congress, made
note of a "double standard" where hospital laboratories and doctors office
laboratories are not under equal control.

We're pleased to report that HEW has developed Medicare hospital laboratory
standards which will appear In the Federal Register some time next year.

The doctor's office laboratory continues to operate under no constraint of
Federal or State control.

R eommendato.-That under any new system of health services, the same
standards apply to all who perform laboratory tests and who are reimbursed
for such services by any governmental or private health Insurance program.
Consistent with the recommendation set forth on the previous item (#8), that the
Congress consider the following amendatory legislation:

Following the words, "No diagnostic tests performed in any laboratory," after
subparagraph (g) of Section 1861(s), of Title XVIII, Public Law 89-97, page
87 strike out the following: "which is independent of a physician's office...

5. A OLAWWCATION O THE TERM LABORATORYY"

Since the development of the conditions for participation for independent lab-
oratories under Medicare, In 19M, the term independent laboratory bas been
generally accepted to mean those laboratories not associated with hospitals or
doctors oices. In reviewing current legislation, we note use of the terms, ' dlag.
nostie laboratory" service., 1patwlogy laboratory" services, and occasionally,
"laboratory" service& Bioanalysts may construe use of some of these designa-
tions as restrictive and discriminatory.

Rvonmetto--Jln all legislative language, the term "laboratory services"
be routinely ,used, to cover all qualified facilities and personnel in the respective
laboratory dscipDInes-



6. DECREASED COSTS OF INDEPENDENT LABORATORY SERVICES

Independent laboratories do not receive or request public funds and grants
for equipment and facilities. They are taxpaying organizations and therefore
carry their fair share of the burden of government.

In spite of the economic and competitive disadvantages imposed upon a
majority of our members, as compared to the hospital laboratory facilities which
under Medicare could purchase expensive automated equipment and apportion
the cost of Medicare and other carriers, the independent laboratory was able
to lower prices In the marketplace.

Hospital laboratory fees on the other hand increased steadily with the reten-
tion of a captive (patient) market.

Many independent laboratories have Instituted advanced systems for cost
control, management, automated analysis and electronic data processing. Much
more data is available to the doctor today for the patients' test dollar, than was
available ten or even five years ago.

Reoommendaton.-Every effort should be expended by Congress to inmre fair
competition in the marketplace. The independent laboratory director is confident
of his ability to provide quality service at reasonable cost.

T. THE HEALTH MAINTENANCE ORGANIZATION

The Social Security Amendments of 1971, and the numerous House and Senate
bills on health security promote the development of Health Maintenance Orga-
nization (HMO) as a lees expensive alternative to our present system.

We believe there is great potential in this approach. In developing the HMO
concept, attention should be directed to:

(a) Providing comprehensive prevention of specific disease, the early detec-
tion of persons at special health risk, the treatment of active disorders, the
maintenance of optimum status In long term conditions, and the rehabilitation
of the disable&

(b) All of the- above fully accessible to all, when and where they require
services.

(o) The benefit package should Include out of hospital testing, multiphasic
screening procedures together with physician ordered laboratory studies.

(d) Significant emphasis must be placed on out-patient care, In nursing homes,
rehabilitation centers and extended care facilities.

(e) The HMO must be publicly accountable and should have on its governing
boards consumer and community representatives.

(') The HMO must be subject to on-going quality control at all levels-
services, costs, management

(g) The lIMO must utilize the full range of manpower available In the
community.

Recommendaton-That Congress take note of the many presently existing
independent laboratory, facilities so that HMO's will not needlessly expend tax-
payers' funds In the planning and developing of new laboratory facilities where
qualified facilities already exist. Further, that the HMO decision-making bodies
Include representatives of the independent laboratory.

8. CONTINUING EDUCATION; TRAINING

The rapidly moving front of laboratory technology has doubled the number
of tests performed in the last five years. This number will probably double
again in less than five more years. New systems of analysis, new tests, corn-
puterization of data, have created many new problems for all levels of laboratory
personnel.

It is essential that programs and grants in continuing education be developed
not only for those presently licensed in the fields, but also for those supportive
personnel whose number is legion, and without whom the laboratory could not
operate.

There must be full exploration of state and/or Federal licensing, means for
vertical mobility of degree and non-degreed personnel, and development of
equivalency examinations at all levels, to meet the demands of the next decade.

Reommeidatibo-That Congress insure the continuing participation of all
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interested group in the important deliberations which have already been in-
itiated in the above area-a participation which the Bloanalyst has earned
through his service in the laboratory field.

9. CONCLUSION

In conclus..on we wish to emphasize the American Association of Bloanalysts'
great concern over the delivery of health services to the American public, and
we concur in the general concept of the HR-1 amendments. We do, however,
wish to emphasize again the need for consideration of an equitable, representa-
tive, and all-inclusive system which utilizes the talents of the many profes-
sionals now In the health professions.

We Join with you, Senator Long, the Members of the Senate Finance Com-
mittee, the Congress, and the Secretary of Health, Education and Welfare, in
their efforts to provide a comprehensive, low cost, high quality system of health
care to all citizens of this great country. We Join all members of the health
team in our deep concern for the health and safety of the public.

Very truly yours,
BERNARD DIAMOND,

Chairman,
Government and Professional Relations Counoll.

NAT oNAL AsSOcIATION OF SOCIAL Woz2Kus, INC.,
PANHANDLE-SOUTH PLAINS, TEx, CHAPED No. 748,

Amarillo, Tem., February 17,1972.
Tom VAIL,
Chief Counsel, Committee on Finance,
New Senate O1ce Building, Washington, D.C.

Dz M& VAIL: This correspondence is in regard to Bill HR-1 currently
being considered and discussed before the Senate Finance Committee.

The Texas Panhandle-South Plains Chapter No. 748, National Association of
Social Workers, recognizes the drastic and urgent need for welfare reform.
However, we believe that this Bill is inadequate as it now stands.

We have attached a Position Statement to this letter and we ask that it be
included in the official printed record of the hearings held by the Senate Finance
Committee.

Sincerely yours,
FRANK B. RETES, ACSW,

President.
POSITION STATEMENT

The members of the Texas Panhandle-South Plains, Texas Chapter No. 748,
National Association of Social Workers, support the need for welfare reform.
This is an urgent and drastic need, however, we believe that serious considera-
tion and planning is needed prior to implementation of a new program.

We support the following:
(1) The formation of a single program for persons based on need without

regard to other qualifications, such as age, ethnic group, marital status . .. to
replace the existing categorical programs and be established as a Federal
program.

(2) An effective social service system be organized which will enable all
individuals to be assisted in becoming productive and self sufficient.

(3) While training and employment programs are expedient, it should be
realized that many individuals who receive welfare assistance are unable to work
due to health, age, or need to care for children.

(4) The working poor should not be excluded from the national welfare
program.
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(5) Adequate provisions should be made to allow for benefits to be increased
in proportion to the cost of living.
(6) An adequate health care program should be available regardless of the

ability to pay.
(7) The application, evaluation and determination of eligibility for the pro-

grams should be simple and expeditious with due respect to the dignity of the
individual

(8) We urge that social workers be used in an advisory capacity In the admin-
istrative implementation of this program.

We request your earliest consideration regarding this urgent matter and are
hopeful that the legislation which you pass will provide the program and
services needed to assist persons to be as productive as possible.

WurITTN TSTrMoNY SUBMITTrD FOR THE Mo RoE CoORr CoALITION FOR
WELFA&RE JUSTICE BY RoiT A. CARLTON, CHAIRMAN, H.R. 1 TASK FORCE
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(a) Sample Daily Report Form, DSS--180f
(b) Summary of "The New Welfare Work Legislation in New York State".
(c) Position Statement on H.R. 1, Monroe County Federation of Social

Workers.

MEME ORGANIZATIONS IN THE MONROE COUNTY COALITION FOR WELFARE JUSTICE

Action for a Better Community.
Baden-Ormond Welfare Rights.
Baden Street Settlement
Center for Community Issues Research.
OhildrenW Convalescent Hospital.
Church Women United.
Coalition of Concerned Social Workers.
Community Organization-Family Services Staff of Montgomery Neighborhood

Center.
Family Service of Rochester.
Hillside Childrens' Center.
Hilton Welfare Rights.
Ibero-American Action League.
Jewish Family Service.
Lewis Street Center.
Mental Health Center, University of Rochester Medical Center.
Monroe County Bar Legal Assistance Corporation.
Monroe County Chapter, National Association of Social Workers
Monroe County Federation of Social Workers
Montgomery Neighborhood Center.
Office of Human Development, the Catholic Diocese.
Rochester Action for Welfare Rights.
Rochester Society of Friend&
Social Services Division, University of Rochester Medical Center.
Southeast Area Coalition.
Southeast Area Welfare Rights
Young Womens' Christian Association.

Above listing as of February 1, 1972.
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WHAT IS THE MONROE COUNTY COALITION FOR WELFARE JUSTICE

STATEMENT OF PURPOSE

The Monroe County Coalition For Welfare Justice is a newly formed coalition
representing social, health, and mental health agencies, social work organiza-
tions, citizens' groups, and church-affiliated groups in the greater Rochester area.
They have organized to oppose repressive welfare legislation and rulings, and to
work for initiation of legislation at the federal, state, and local levels which will
provide equal and non-discriminatory treatment of Impoverished families. Orga-
nizations are listed above.
Address: Monroe County Coalition For Welfare Justice, c/o Family Service of

Rochester Advocacy Committee, 81 Gibbs Street, Rochester, N.Y. 146W4.
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6. Myrdal, Gunnar, "Objectivity In Social Research." New York, Pantheon Books,
1969.

7. Myrdal, Gunnar, "The Challenge Of World Poverty." New York, Pantheon
Books, 1971.

SUMMARY OF TESTIMONY

This testimony presents:
(a) Basio poaltion of the coalition on H.R. 1.-The position of the Coalition in

opposition to HR I Is presented in the form of four resolutions passed by Coalition
representatives, with brief Inferences.

(b) 'Work reform and work relief.-An appraisal, based on research on both
programs in Monroe County (Rochester, N.Y.) done by two local community or-
ganizations. They found the programs in Monroe County to be unproductive of
Jobs, expensive to operate, and assaultive upon clients' rights.

(c) Separation of sertqoes and eligibility.-.An appraisal based on a study of
the experimental separation of services and eligibility in Monroe County. The
study was done by a labor union at the Monroe County Department of Social
Services. Insofar as HiR 1 would preserve or extend separation nationally, the
findings of this study may contribute to the thinking of legislators in avoiding
structures which fail to serve clients or the public.

(d) A special note on research in poverty programs.-Based on the experience
of the staff of the Monroe County Department of Social Services with the method
of research carried out by the New York State Department of Social Services
during the experimental separation of services and eligibility in Monroe County.

WRrTN TESTIMONY ON X.R. 1 PRESENTED TO THE U.S. SENATE FINANCE COMMIT
FOB THf MONROE COUNTY COALITION FOR WELFARE JUSTICE

Much of what we would like to say about HR 1, the Senate Finance Committee
has doubtless already heard. The intent of this paper is to present information
which may be new to the Finance Committee.

The Monroe County Coalition For Welfare Justice was formed in September,
1971, and now consists of 26 organizations in the greater Rochester area. The lt
of member organizations and the purpose of the Coalition are to be found on
page two of this document.
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BASIC POSITION OF THE COALITION ON H.B. 1

On December 16, 1971, the following four resolutions were passed at a special
meeting of the Coalition to act on HR 1:

1. Resolved, That the coalition oppose H.R. 1.-This resolution passed unani-
mously.

2. Resolved, That the coalition oppose the Ribicoff amendments because they
fall short of a good welfare bill and because they preserve the poor structure of
H.R. .- This resolution passed 27 to 5.

3. Resolved, That the following four principles guide the coalition in evalua-
tion of welfare legislation.-

(a) A guaranteed adequate income for all recipients of welfare plus a guar-
anteed adequate income for the working poor.

(b) An end to oppressive work registration, with the substitute of progressive
work incentives including adequate day care.

(o) A workable administrative process which does not divide administration
between HEW and the Department of Labor.

(d) A guaranteed right to due process Including the right to a fair hearing
with adequate representation and the right to appeal decisions in court, with no
penalties prior to fair hearing and appeal decisions. This passed unanimously.

4. Resolved, That this coalition send a telegram to President Nixron urging that
he veto the "surprise" work reform bill passed by Congress in December.-This
resolution passed unanimously. (As we all know, President Nixon did sign that
bill into law on December 28, 1971.)

One remarkable paradox is seen by the Coalition In H.R. 1. In a b1il purporting
to enact welfare reform, there is no consideration of what is an adequate income
and how this can be provided to those who are unemployable or who cannot find
work. Neither H.R. 1 nor the House Ways and Means Summary of H.R. 1 dis-
cusses the concept of adequate Income.

WORK REFORM AND WORK RE IE

* The Talmadge Bill has already enacted work reform and work relief programs
at the national level. H.R. 1 would reinforce this act. However, New York State
legislation already initiated both programs in this state, beginning in July, 1971.

Two local groups, the League of Women Voters of The Rochester Metropolitan
Area, and a member organization of the Coalition, the Center for Community
Issues Research, conducted a study of both programs in Monroe County. A sum-
mary of their research, reported January, 1972, is attached.

As you see, they found those programs to be relatively unproductive, expensive,
and Indeed assaultive to clients' rights. Alternative recommendations made by
the Center for Community Issues Research, are to be found on the last page
of that research summary.

We also wish to point up a state-wide inquiry into the state work reform
and work relief programs conducted by a body of the State Legislature, the
Sub-committee of the New York State Temporary Commission To Revise the
Social Services Law. That inquiry, found In the section titled "The Work Referral
Program" of the Sub-committee's Report, attached, presents a concern about the
"human" elements of the program even though the Sub-committee favors continu-
ation of the programs. The flavor of their conclusions can be appreciated by
quoting two of their conclusions:

1. Excludes from necessity to report and pick up checks at employment offices
those engaged in approved training programs.., and those engaged in regular
full time employment.

2. Authorize local social service districts, in consultation with the employment
service offices serving their areas, to set criteria with respect to hardship result-
ing from the absence of transportation.

Such conclusions imply basic lacks in quality of social service and public service
in these state programs. This, to us, Is the value of that inquiry and it deserves
attention, as the same sort of lacks could develop in such programs nationally.
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However, in work referral legislation, the first consideration should be the
prevention of a program such as the current New York State program which
fails to produce many Jobs, fails to save money, and fails to humanize. We turn
to the research study, above, done in Monroe County and note the recommenda-
tion by the Center for Community Issues Research for the ultimate alternative
federal solution, a full employment act.

SEPARATION OF sERVIcM AND EOrIBITY

The 1967 Amendments to the Social Security Act require that in order for
states to claim partial reimbursement for services, they must clearly separate
and define such services by July, 1971. It seems HR 1 would reinforce this de-
velopment by further defining and limiting reimbursible services and also by
further separating administration of public assistance from services; states
would be strongly tempted to entrust administration of public assistance to the
federal government by being relieved of administrative expenses if they permit
"federalizing" of their categorical assistance programs.

Thus in New York State, counties had to undergo separation by July, 1971.
In Monroe County, the separation was done experimentally and was done earlier
than in most of the state, in November, 1970.

The 280 member Monroe County Federation of Social Workers, a labor union
at the County Department of Social Services and a participating group in the
Coalition, studied the separation process locally through a survey of the staff and
through a two day institute with a Congressman, an HEW official, and officials
of another county undergoing early separation. A general concern was felt as to
what was happening to clients and to staff because it seemed that in many ways
the new delivery system for services as well as for basic assistance was not work-
ing well. Admittedly Monroe County had been hit in 1970 with abnormally high
unemployment so that delivering assistance and services was all that more diffi-
cult. However, there seemed to be many problems of administration, service, re-
lationship with the State, with the clients, and with other community agencies.
In the process of this study, the Federation developed a concern about what
would happen in the way of Separation under HR 1. Consequently. an ad hoc
committee of 17 social workers and supervisors from many divisions of the
Department studied HR. 1. Their conclusions were ratified by the Federation in
August, 1971, and the resulting position statement on HR 1 Is attached to this
document

The basic position of the Federation on HR 1 seems quite consistent with the
resolutions made by the Coalition and reported on page 5 of this paper. How-
ever, the Federation developed its position on services further in some respects.
Notably, it calls for a welfare bill establishing day care programs to clearly
designate responsibility to supervise those day care programs. HR 1 does not do
this as it is now written. Also, notably, it calse for community review boards
with client participation in appraising the local operation of programs under
HR 1, or under any welfare auspieces. HR 1 as written does not do this. It only
calls for state advisory committees and, perhaps, thoughtlessly fails to include
clients in the make-up of those committees. (See House Ways And Means Sum-
mary, page 195.)

A SPUiL NOTZ ON BESEANCH

HR 1 provides that continuing research be done by the federal government
while programs of HR 1 are being implemented. Yet, it says little about the
nature and kind of research to be done.

While good research is valuable, we want to sound a strong note of cauti a
based on this County's experience with State-instituted research conducted after
separation of services and eligibility.

The New York State Department of Social Services requires that in the new
system of separated services, every service social worker, aide, teaching home-
maker, volunteer, or other helping person, every day, complete the Daily Report
Form, DS8-1806, on every task undertaken, whether it be a one minute phone
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call or a two hour Interview. Three tasks fill one form the size of a sheet of typing
paper, so that normally a staff member would complete several sheets of tasks
each day.

A sample DSS-1806 is attached. There are other forms for summarizing the
data, but this is the basic form.

The State Department of Social Services never supplied Instructions, defini-
tions of terms, or a statement of the scope or intent of this research. Requests
for these things by both the County administration and staff failed to elicit
them from the State.

The lack of definitions left staff to define for themselves such terms as "refer-
ral", "Counseling", "supportive casework", and "exploratory discussion". From
November, 1970, to June, 1971, staff was reporting this data without guideline
definitions and was indeed "comparing apples and oranges." Then staff developed
its own internal definitions. However, we have no Idea how this form is being
treated in other counties where It is in use.

In the estimation of Federation representatives, staff members were aver-
aging three hours a week each in completing these forms. If so, a staff member
would be spending 150 hours or more than four work weeks a year completing
the forms. Perhaps, more than 200 staff members in this Department were
engaged in completing the forms, which a number of clerks checked them for
accuracy before they were mailed to Albany each week.

After more than a year, in December, 1971, the County administration
unilaterally suspended usage of the DSS 1806, stating among other things that
that Department had not received feedback from the State.

What Is to be gleaned from this?
1. Basic scientific principles were ignored. Definitions were lacking, instruc-

tions were lacking, and consequently, validity of the data must be non-existent.
Sampling techniques were not used, and consequently much unnecessary time,
effort, and cost must have gone into this research as It may still be in other
counties.

2. Commonly accepted principles of relationship between researchers, doers,
and subjects were ignored. Staff of the County Department of Social Services
was given no chance for input or communication with State researchers in this
experimental county either when the research began or as It went on. Conse-
quently, there were confusion, unanswered questions, anxiety and a sense of
futility. Furthermore, clients were unaware of this research which may well be
used in deciding what kinds and amounts of services will be available to them
in the future.

The eminent economist," Gunnar Myrdal, has said, "as social scientists, we are
deceiving ourselves If we naively believe that we are not as hutnan as the
people around us and that we do not tend to aim opportunistically for conclu-
sions that fit prejudices markedly similar to those of other people in our
society."--page 48, "Objectivity In Social Research".

In his later book, "The Challenge Of World Poverty", Chapter 1, Myrdal
develops the point that research on poverty tends to go through three stages:

(a) Superficial research based on a power situation in which "the poor"
have little power and "the rest of us" opportunistically have a need to deny
the breadth and depth of poverty in a society.

(b) Research slanted in the direction of diplomacy and over-optimism when
the 'poor" gain some power-research slanted, by "both sides". An example
would be research done after an underdeveloped nation gains independence and
seeks foreign aid from major powers.

(o) Possibly good research, based on openly expressed and acknowledged dif-
ferences of intere4 and perspective between "the poor" and "the rest of us"
but with mutual participation and a mutual need for facts With which to combat
poverty together.

We fear that the research experience in New York State, the fact that HR 1
does not seek to define or discuss what poverty Is, and the exclusion of clients,
perhaps thoughtlessly, from taking part in, advisory boards under HR 1, all
suggest that HR 1 would cause us to settle for the first and worst kind of
research-the most biased and repressed kind of research.
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SUMMARY O "THE NEW WUvAaEu WORK LEGISLATION IN'NEW YORx STAT3e'

A R RT BY THE LEAGUE OF WOMEN VOTERS OF THE ROCHESTER METROPOLITAN AREA
AND THE CENTER FOR COMMUNITY ISSUES RESEARCH

The Work Reform Legislation of 1971 instituted two major changes in the ad-
ministration of welfare in New York State. One, referred to as the Work Reform
Law, requires all recipients designated as employable to report to tre New York
State Employment Services every two weeks to pick up their welfare checks
and to report for employment interviews and Job referrals. Failure to cor~ply,
by refusing to register with the SEV, refusing to take Job Interviews or to ac-
cept Job offers, results in termination of the recipient's public assistance.

The other change, referred to as the Work Relief Program, and called the
Work Eperlencc Program, in Monroe County, stipulates that employable Home
Relief recipients who are unable to find a Job within thirty days will b assigned
to public service Jobs to "'work off" their checks. The Work Relief Porgram applies
only to recipients on Home Relief as current federal law prohibits the inclusion
of ADC and U-ADC recipients in such a program.

The data for the study was derived from a variety of sources. Extensive inter-
views with administrative personnel in both the Department of Social Services*
and the State Employment Service were held. An interview-survey of 212 welfare
recipients, designated as employable by the DSS and referred to the SES was
conducted. Also, surveys of recipients in the Work Relief Program and of reclpi-
ents-who-had-been-dropped from the welfare rolls for failure to comply with the
regulations, were carried out.

The major findings of the study are as follows:
(1) The new work regulations governing employable welfare recipients in New

York State have not resulted in substantial numbers of recipients becoming self-
supporting nor has the program resulted in reduced welfare rolls. Of the 2023
employable recipients in the program during October, 10% were placed in some
kind of Job or training but only 2.4% became self-supporting and able to leave
the welfare rolls.

Out of 212 recipients in our survey, 7% had found Jobs with the help of the SF S
while 6o had located jobs on their own. JL.ess than half of these Jobs were per-
manent, full time, or paying an adequate salary. A comparison of the percent of
welfare cases closed in the first four months of the new program with a similar
period In 1970 shows that the new laws have not resulted in a significant In-
crease in the number of recipients becoming self-supporting. During this four
month period In 1970, 33% of the cases closed monthly were for the reason of
having found employment while one year later only 22% had been closed for that
reason. In fact, in the first four months of the program, of the 1859 cases closed
for employment, the work reform program accounted for only 141.

(2) The program is costly to administer and has not saved the tax-payer
money. In October of 1071, the additional cost of administering the w6rk pro-
gram ($82,474) far outweighed the savings $44,600 realized from case closings.

(3) Even though the NYSES had seven employment offices in the Rochester
area, it opened another branch to &eal exclusively with welfare clienta Not only
has this incurred extra administrative expense, but its location-six miles from
the DSS offices--requires welfare recipients in the program to make frequent
trips back and forth between the offices to maintain their eligibility. Failure to
keep scheduled appointments is often due to illness or transportation problems
but still results in termination of assistance.

(4) The vast majority (85%) of those employable recipients interviewed want-
ed to work. However, limited skills and unemployment records were severe handi-
caps. Those with skills could often locate jobs themselves, while SES had little
luck placing unskilled workers. The program makes no additional provisions for
Job training and skilled counseling, leading to full-time and permanent Jobs The
WIN program and government-sponsored training programs are oversubscribed.

(5) Recipients have no option to refuse unsuitable Jobs except in the case
of disability. The ambiguous wording of the law and the lQcal policy of referring
to Farm and Labor Office of OES forces recipients to accept jobs below the mini-
mum wage of $1.85 per hour or face cut-off. Recipients are not informed of the
rules which might protect them from arbitrary or illegal decisions.

(Q) No concerted effort by DSS or SES has been made to determine what hap-
pens to persons cut off welfare under this program. Preliminary findings of a
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survey done by the League and COIR indicate that confusion about the program,
rather than an unwllingeso to work, has been the main cause of non-compliance.
In addition, a majority of those dropped, whether for, employment reasons or
because of failure to comply, re-apply for and receive assistance within a few
months. There is no question that the program is devying assistance to persons
in need who are unable to cope educationally, physically, or emotionally with
the complex, discouraging and expensive regulations.

(7) The Work Experience Program is providing governmental units with
labor to perform work at no cost. Were these jobs not filled by the welfare re-
cipients, some public agencies would be herd pressed to maintain the current
freeze on hiring. Recipients placed in these jobs are paid at an hourly rate of
$1.85, receive no formal training, and have no benefits, i.e. sick leave, vacation,
health insurance. While WEP employees are supposed to have priority in any
job opening in their line of work assignment, most WEP workers had little con-
fidence in the provision and some have witnessed jobs filled from the "out.
side."

(8) Although federal regulations stipulate that no ADO or U-ADO recipi.
ents are to be enrolled in the WEP program, a survey of participants in Monroe
County showed that between 15% and 20% of the enrollees in WEP were such
recipients. A meeting of the DSS, the Welfare Rights Organization OCIR and
the LWV, however, resulted in the removal of all ADO and U-ADO recipients
from the program.

(9) The entire program harasses the welfare recipient He is shifted from
the DSS office to the SES office and vice versa. No funds are provided recipients
to cover the transportation cost necessary to comply with the law. They are
often referred to jobs already filled or to temporary, underpaid, or part-time
positions by the Farm and Casual Labor Office. Day care, job training, career
counseling and other supportive services are lacking;

Notices of termination of grants are sent so routinely that in one month,
October, almost half of those who received notices were able to prove their co.
operation and remain on welfare. Others, not as able to "protect" themselves,
were cut-off although still in need.

(10) Recipientsare not informed of their rights and protection under the law.
A pre-termination hearing procedure, guaranteed by the Supreme Court, has
not been properly instituted to protect recipients from arbitrary cut-off.

The analysis of the new welfare work legislation in New York State as Imple-
mented in Monroe County raises serious questions about the law, its constitu.
tionality, its administration and its implication for welfare reform.

THE FOLLOWING RE OMMENDATXONS ARX SUBMITTED BY THE CENTER FOR COMMUNITY
ISSUES. RESEABOH, ROCHEST, NEW YORK

A. A flI employment program should be enacted by Congress, providing real
Jobs at or above the national minimum wage.

B. Greater emphasis should be placed on supportive services in Job training,
day care, and medical care.
state

A. The Welfare Work Form and Work Relief laws should be repealed and
replaced by a voluntary program, provildng skilled guidance and Job referrals.

B. The following recommendations are made pending repeat of the laws:
1. The work reform regulations of 1971 should be amended to exclude:

(a) All ADO mothers.
(b) Persons in full time Training programs.
(o) All persons who do not have access to public transportation.

2. The allowances of the recipients remaining in the program should be In-
creased to cover the ntonthly costs of transportation for check pick-up and job
referral.

8. The law should be amended to state clearly that no recipient may have his
case terminated for refusing employment which pays less than the Newr York
State minimum wage of $1. an hour.

0. The following administrative changes are recommended:
1. The DS8 provide the services of at least one full-time social service worker

In the office of the SES to act as liaison and adst clients.
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2. All staff involved in the work program at both SES and DSS receive special
training in:

(a) Counseling clients in understanding the work reform program.
(b) Determination of employability and non-compliance.
(o) Procedures of appeal, pre-termination hearings, and fair hearings.

8. The DSS prepares a pamphlet, for all recipients in the program, covering
their rights and protections under the Work Reform Laws. (The DSS has agreed
to hand out a brochure prepared by the Center for Community Issues Research,
pending completion of their own pamphlet. The OCIR brochure will be available
soon upset request from CCI, 5W60 Joseph Avenue, Rochester, New York.)

4. The SIDS discontinue farm labor referrals pending investigation of the
minimum wage requirements and labor conditions.

5. For the WF)P program:
(a) That WEP work with educational and training programs to create

Job opportunities Oor recipients.
(b) That WEPi oMttla monitor work assignments through site visits to

assure that recipients are learning marketable skills and are not performing
the work-of laremployees.

ABBEZVIATIONS

ADO or AFDC: Aid to families with Dependent Children. A 50% federally-
subsidized category for one-parent families with minor children living at home.

U-ADC: Unemployed parent in an ADC family. A federal category for two-
parent families in which the wage earner is unemployed or works less than 100
hours a month.

HR: Home Relief. A local category for unemployed and temporarily disabled
adults and their families. Costs of the program are shared equally by the state
and the county.

SES: State Employment Service.
WI3P: Work Experience Program.
DSS: Department of Social Services.
WIN: Work Incentive.

PosrrioN STATEMENT ON H.R. 1 NOW PENDING IN THE U.S. SENATE BY THE MONRo
CouiTr FEDEmATxON O1 SocAL Woaimcs, RoCHsTE, N.Y.

The Monroe County Federation of Social Workers is opposed to H.L. 1, also
known as the Family Assistance Plan and the Welfare Reform Bill, in its current
form. The-bill, written by the House Ways And Means Committee, passed the
House of, Representatives on June 22, 1971. Presently the Senate Finance Com-
mittee is holding hearings on H.R. 1. That Committee may well amend the bill
before reporting it to the floor of the Senate.

We urge you to write to the Senate Finance Committee and to the Senators
from New York State to oppose this bill in its present form. Their names are
listed at the end of this document,

Our Federation proposes the following 24 amendments to H.1L 1. They are
organized so that thebst8 amendments deal with public assistance, the next
10 with services, and the last amendment with application of the bill to the U.S.
territories.

1. Provide an income to all recipients of public assistance which gives an ade-
quate standard of living. Such income would vary with the cost of living region-
ally and over the course of time.

We know that such income would be substantially higher than is now provided
In New York State or any state, or would be provided under H.R. 1 either as
now written or as it would be amended by the "Ribicoff" amendments. It would be
substantially higher than "the poverty line"--370 annmally for a family of four.
We recognize that this proposal will be unpopular with the public. Nevertheless,
the welfare of those citizens who must be recipients requires this. Furthermore,
prolonged maintenance of persons at an inadequate level of income weakens
families, damages physical and mental health, causes social unrest, stimulates
vice, undermines programs of rehabilitation, and wastes the taxpayers' money.

2. Amend LR 1 so that it *ould be illegal for any State to reduce its present
level of payments after July 1, 1971, until such them as amendment No. 1, above,
Is operative.

1-s"1 o- n - SK. 6 -- 4
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We know full well that states are suffering from a severe lack of funds. As a
consequence, New York and other states have and may again cut back levels
of-payments In a time of rising costs of living. We believe that for the short-run
H.R. 1 should be amended to stop this process immediately. However, we recog-
nize the states' problems and we see the assumption of federal responsibility
implied in Amendment #1, above, as the equitable solution to this dilemma.

3. Provide assistance for childless couples and those who are single categories
not now covered by H.R. 1.

These are the recipients now categorized as "Home Relief." Their assistance
Is now the total responsibility of the states and would remain so under H.R. 1.
We concur with this Riblcoff amendment which asks the federal government* to
assume this function from the states.

4. Amend H.R. 1 to eliminate State residence laws.
State residence laws are an effort by representatives of the taxpayers to avoid

the cost of dependent families who move across state lines. This Is understand-
able but it does not work. These laws are proving to be unconstitutional. More-
over, many times there are valid reasons for families moving or traveling. Again,
the equitable solution would be to adopte Amendment #1, above.

5. Amend H.R. I to eliminate the ceiling on assistance to families with more
than eight children.

0. Make those who have not applied for other benefits for which they may be
eligible, such as O.A.8.I. and U.I.B., eligible for help under H.R. 1 as long as they
agree to apply for the other benefits within one week at the time of application for
benefits under HR. 1.

7. Provide the emergency assistance will not be limited to $100 but Instead to
whatever amount Is needed to maintain the housing and nutritional needs of a
family until their situation can be acted on.

8. Provide assistance (as now) on the basis of current need, with a simplified
declaration of need; not on the basis of past earnings or projected earnings as
H.R. 1 would provide.

H.R. 1, page 590, says that any person who, during the past nine months had
earned -(not saved) an amount that, If earned regularly, would make him. In-
eligible for benefit s. may continue to be ineligible for up to nine more months
after earnings cease.

9. Expedite prompt revisions of recelpients' budgets according to chfinges In
family circumstanees. rptbe lban to provide for massive review of mandatory
quarterly filings by recipients for the purpose of documenting their continuing
eligibility for benefits.

We believe the effect of H.R. l's present requirement of mandatory quarterly
filings by recipients would build a new federal bureaucracy, create unnecessary
administrative costs, and waste taxpayers' money. The more efficient and less
costly procedure would be selective validation and recertification.

10. Eliminate medicaid deductibles for reelpients.
11. Provide an adequate appeal procedure to that now used In New York State,

except that appeal decisions should be rendered quickly, but notably giving
clients the right to appeal before they are removed from the roles or transferred
to other categories, and establishing qualifications for examiners.

12. Provide that own fathers of children shall be responsible for support of
their children in accordance with their ability to support.

13. Provide that step-fathers not be responsible for step-child-ren.
We believe that on balance, relieving step-fathers of financial responsibility

for step-children will serve the Interest both of recipient families and the general
public. This amendment would strengthen families by removing an obstacle to
remarriage. Moreover, we believe step-fathers generally will support as long as.
they can.

14. Provide that existing Income maintenance personnel in the States be used
to staff j'ederal Income maintenance (when this function is transferred to the
Federal Government) and that they not take a cut in salary, nor lose accrued
benefits nor the right to collective bargaining.

15. Provide that existing service personnel in the States be used to staff Fed-
eral service programs Initiated by H.R. 1, and that they not take a cut in salary,
nor lose accrued benefits nor the right to collective bargaining.
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16. Require that existing services be at least maintained in kind, quality and
quantity, either at Federal or State and local levels, and that the Federal Gov-
ernment reimburse States 100% for services maintained by States.

17. Create or designate a coordinator with administrative responsibility over
all three arms of the Federal Government which must work closely together, to
make the program work-Department of Labor, Department of Health; Educa-
tion and Wlfare, and Social Security Administration.

We realize that the writers of H.R. 1 are confident that they have provided
for the coordination of the various governmental divisions which must imple-
ment H.R. 1. Nevertheless we have profound concern that such a massive, national
program as H.R. 1 will fail through inefficiencies, overlapping services, and gaps
in service. For example, we note that the Secretary of Labor, in Paragraph
2112, and the Secretary of Health, Education, and Welfare, in Paragraph 2183,
both will provide for furnishing of child care services to children of certain
classifications of clients. It would appear that each Department will have staff
and program for the same purpose. Furthermore, while the Secretary of Health,
Education, an() Welfare is designated to set standards of child care with the con-
currence of the Secretary of Labor, we find no clear designation of who shall su-
pervise implementation of the standards of child care throughout'the program.

18. Provide qualified information and referral staff at the local level, readily
available to applicants and clients, with ready access to case records at the local
level of the various Federal, State and local agencies which will implement H.R.
1,. to guide clients to proper services and troubleshoot inter-agency problems in
rendering service to individual clients.

19. Provide for local review boards,- representative of the community, to over-
see the efficiency and equity of operation of the program at the local level. Review
boards shall include significant representation of clients.

Page 196 of the Ways and Means Committee's Summary Cf this bill says that
"local" committees would be established to evaluate effectiveness of "family
plans" and "At least one such committee would be established or designated In
each state. Representatives of labor, business, and the general public would be
involved, as well as public officials who are not directly involved in administering
the family programs." Why are not the clients to be represented? Why might a
state have only one committee? We believe each community would require at
least one such committee.

20. Registration for Jobs, Job training, or vocational rehabilitation shall be
required of recipients selectively on the basis of careful study of their individual
situations by staff. •

21. Provide sufficient job training and actual Job opportunities at the minimum
wage, in the public and private sectors together, for all those able to work.

This amendment concurs with amendments offered by Senator Ribicoff. We
also concur with his observation that- the federal minimum wage of $1.60 an
hour needs to be raised. Doing productive and useful work at low wages per-
petuates poverty.

22. Provide greater work incentives by increasing the percentage of income
earned that can be retained.

We concur with this Ribicoff amendment.
2. Provide expanded and enriched day care programs for those mothers

entering the working force, with clear identification of reponsibility for super.
vision of programs according to clearly expressed standards of day care, provide
for selective referral of children for child care services, and provide review
boards for each day care program including significant representation by par-
ents of children being served.

24. Amend H.R. 1 so that it applies equally to the U.S. and its possessions.
Again we urge you to express your view on H.PR 1 to the Senate Finance

Committee and to the Senators from New York State. At this point the Finance
Committee is responsible to decide whether and how to amend H.R. 1 before
bringing it to the floor of the Senate. It Is holding hearings on the bill. There are
16 Senators on the Finance Committee, any or all of whom would be good to write
to. Neither New York State Senator is on the Finance Committee, but we rec-
ommend that both of them be written to. The Senators from New York State are
James Buckley and Jacob Javits.
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STATE MEZT o THE LEAGUE o Woma VOTEzS or Nzw JSEia

The League of Women Voters of New Jersey, in its quest for welfare reform,
urges that the Senate Finance Committee accept Amendment 559 and report
HR 1 thus amended to the Senate. We feel that the provisions of the Amendment
correct many deficiencies of HR 1.

New Jersey has a history of being conscientious in its attitude toward public
assistance. It was one of the very few states who not only set a standard of need
for welfare recipients, but met 100 per cent of that standard.

Recently, the welfare roles have swelled tremendously. In Essex County
alone the number of new ADO applications rose from 865 a month In 1960 to
700 a month in 1970, and the gross expenditure for ADO rose from $8 million in
1960 to $82 million in 1971. Seeking fiscal relief, New Jersey cut back on many
of its welfare allotments in July, 1971. Fiat grants, reducing benefits for thou-
sands o welfare recipients, were put into effect The grant was so low in the
adult categories that after only two months it was raised by $20 a month for
single adults living alone. In addition, recognizing the hardships created, the
state granted transitional rent allowances to those clients whose rents exceeded
30 per-cent of their allotment in gradually decreasing amounts each month from
July, f971 to Mpy, 1972. The theory was that these families would find less ex-
pensive quarters. In Essex County alone 16,000 cases have been receiving transi-
tional payments and, in view of the acute housing shortage, cheaper quarters
simply are not available.

Furthermore, the'ADO-U program in New Jersey was abolished and the new
Aid to Families of the Working Poor program was established in its stead.
Under the provisions of AFWP, an intact family receives two-thirds of the grant
of a family of the same size under ADO. In addition, the eligibility for the new
program i more restrictive and many families formerly on the ADO-U rolls are
showing up on the ADO rolls indicating the possibility that families have sepa-
rated because of the incentive provided by the new legislation. The League of
Women VOters of New Jersey looks forward to federal legislation which gives
the same coverage to the working poor as it does to the ADO recipient.

With regard to the proposed federal legislation, the benefit level of HIR 1,
$2,400/year for a family of four, is considerably lower than even the present
level of the fiat grant in New Jersey, $8,888 for a family of four. This amount
Is also higher than that of the Amendment 559, $3,000. But the Riblcoff Amend-
ment provides for increases to the poverty level (now about $4,000) and there-
after adjustments pegged to changes in the U.S. Consumer Price Index. We,
therefore, consider these stipulations of Amendment 559 as an advantage over
HR 1, but we realize that the cost of living in New Jersey is higher than'that
in most states and that a regionalization of the benefit level would be more
advantageous to New Jersey and her recipients.

The fact that, in Amendment 559, states are required to maintain benefits
will protect New Jersey recipients against future cuts.- The fact that in the
Amendment there will be a 80 per cent federal participation in the supplemental
funds will benefit the state.
By extending benefits to individuals and childless couples, Amendment 559

would provide fiscal relief in New Jersey and a more uniform administration
of public assistance which would benefit staff and recipient alike. General A i.
ance recipients in New Jersey are at present excluded from Medicaid, a benefit
of categorical assistance recipient& -

We object to the mandatory work requirement of HR I and of Amendment 559
because of the very high unemployment rate In New Jersey. Experience with the
Emergency Employment Act has shown that It is, difficult to fill public service job
slots despite the fact that there have been a plethora of applicants. Because the
work requirement of Amendment 559 applies to mothers with children over six
rather than three as in H1 1, we favor the 'Amendment. Furthermore, Amend.
ment 559 excludes from availability for jobs those mothers whose presence in the
home is required "because of the unavailability or remoteness of suitable day
care services." Day care services, in New Jersey are at present sadly deficient.
We think it abhorrent for a mother to be required to place her children in day
care that is merely the custodial care provided In H.R. 1. We approve of the set-
ting of standards for day. care facilities as included In Amendment 5.

In conclusion, the League of Women Voters of New Jersey feels that Amend.
ment 559 more nearly satisfies our goals of meeting the needs of the impoverished
and of preventing poverty. We, therefore, support its passage.
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STATZMET Or TUE LEAGUE or WOMEN VoTR or ILLINOIS

The League of Women Voters of Illinois wishes to underscore the support of
the league of Women Voters of the United States for the principles in Amend-
ment 559 (Ribicoff) to H.R. 1.

Nearly 900,000 of our fellow citizens in Illinois are receiving public assistance.
Our state, like many others, has been torn by the need to provide properly for its
citizens in poverty and the need to balance the state budget.

We have seen our senior Senator work with other Senators and the administra-
tion to help provide emergency relief to hard-pressed states, which will mean
some 60 million extra federal dollars for Illinois.

We have seen our Governor two years ago iLstitute a state income tax (which
the League strongly supported), the income from which has gone largely into
public aid and schools in Illinois.

We have seen our Department of Public Aid attempt to implement a program
of selective cutbacks which is now before the courts, rather than make an across-
the-board cut in grant levels to those on public aid.

We have seen our state legislature stymied and ineffective in dealing with the
problem of freeing up any state funds to transfer to the public assistance
program.

In other words, we live in a major industrial state which has grappled with
and-for the most part-dealt responsibly with the welfare problem. Bit all this
has not meant any -improvement in the bleak existence of our nearly 900,000
ritisens who live in poverty.

Nor do we feel that, in its present form, H.R. 1 will improve that bleak exist-
ence. Yes, it may provide some fiscal relief to the-states, and we regard this as an
essential part of a welfare program. But only a part. We are also looking for
some fiscal relief for our citizens in need.

Because the system of granting assistance to our citizens has become so cumber-
some, expensive, complicated and widespread, it is no longer either a local or a
state problem. The problem is national, and we feel that Amendment 50 more
closely provides the kind of welfare program we would want for our citizens
as well as for our state and local governments.

These gre some of our reasons: -

I-some floor: Though this starts at a low $8000 for a family of four, it would
rise by 1076 to the poverty level, Illinois benefits are currently. comparatively
high (averaging $3200, for a family of four), but this would give some hope of
increase HIL 1 has no such built-in escalation.

Coverage: Amendment 559 would include individuals and childless couples as
well as families and the working poor. Recent close scrutiny of the general assist-
ance rolls indicated that approximately a third of the persons receiving genea
assistance in the city of Chicago are single persons.

Public Servie Jobs: More than a billion dollars is authorized for this. Illinois
is beginning now to provide public service Jobs. While Illinois' unemployment
rate generally is about 6 per cent, we have pockets in the city of Chicago and
in rural downstate Illinois where the unemployment rate.is more than 80 per
cent. Recent statistics have shown, too, that unemployment has risen slightly in
Chicago while it has decreased slightly nationwide.

Mandato elate eppiementoon wi#.lfed ral par~tofpation: This would assure
as H.R. I would not, that our citizens in Illinois on public aid would not suffer a

reduction in benefits. We also support the provision that such mandatory supple-
mentation would increasingly be taken over by the federal government until 1977
when the program would be completely federalized.
Day oa provfsiovw: Twice as much money ($1.5 billion) is authorized for day

care, in the Ribicoff amendment as in H.R. 1. and federal standards must be met.
The League in Illinois has recently completed a study of day.care and, While we
support the provision of day care for all children whose parents wish to use it,
we recognize the priority need for low income families. I

Determittao. o benefits: Major attention is givento the family's current need
in Amendment 5M9. As our Cook County Department of Public Aid points out, it is
u!realistie to base a family's current need on past income which It may no longer
be reeiving, This would result in such a family receiving no assistance or havng.
to be placed on the general assistance rolls.IRMenOi requfe 1,: None is permitted in Amendment 559. In Iliols we
were pleased to see our Governor this past fall veto tho resident lelalaton

" • ' ° i; : ' .
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passed by our state legislature. Such legislation is fighting at windmills, when
legislators should be dealing constructively with the problems at hand.

If, in Illinois where benefits are comparatively high and where state officials
and citizens have tried to deal meaningfully with the increasingly severe welfare
problem, we still see seven per cent of our fellow citizens who need Income assist.
ance, it becomes obvious that the time has come-indeed Is long since past-for
the federal government to act. Not to teat, but to act. We urge the Congress to

deal responsibly not only with our state, but with our citizens in poverty.
We urge fiscal relief for those In desperate need.
Thank you fofconsideration of our statement

STATEMENT OF THE NATIONAL LEAGUE FOR NURSING, COUNCIL Ox HOME HEArTi

AGENCIES, AND CoMITuirY HEALTH SERvicEs

The Council of Home Health Agencies and Community Health Services of the
National League for Nursing is the national spokesman for approximately 1,400
home health agencies and community health agencies. These agencies provide
health services to people outside of hospitals; in other words, in patients' homes,
in schools, public health clinics, and other community settings.

EXoESSIVE UTILIZATION

It is unfortunate that Medicare has perpetuated the problems created by
voluntary health Insurance programs that traditionally have given the highest
priority to hospitalization as a covered service. This emphasis on hospitalization
has increased not only the utilization of hospitals but also their costs. Between
1940 and 1965 the number of general hospital admissions on a per capita basis
doubled. Over the past five years hospital costs have doubled. Under Medicare
the financial Incentive is for hospitalization even though care In the home would
be more appropriate In the case of countless patients.

There are many elderly Individuals with varying degrees of chronic illness,
who could be maintained at home if reimbursement for broad home health serv-

ices were provided. The denial of reimbursement for intermittent skilled nurs-

Ing services and other therapeutic services to these individuals In their bomes
under Medicare has, in many instances, forced them int6 a hoeptial or extended

care facility at a much higher cost to the taxpayer. In the long run, it costs more

in both human misery and hard cold cash to institutionalize our senior citizens

than to provide an adequate program of home health services.
Senator Bennett on January 25, 1972, reported that a survey In New Mexico

showed that 85 percent of the Medicaid population In nursing homes were not In

need of institutional care. We have reason to believe these figures apply equally

to Medicare patients. S

Furthermore, the limlfed benefits for home health services under Medicare
have been curtailed sharply in the recent past through increasingly restrictive

regulations of the Social Security Administration. Payment for needed services

in the home is denied, frequently on a retroactive basis. Thus, the total reim-

bursements for home health services under Medicare are estimated to decrease

from $79 million in 1969 to $50 million in 1971 while hospitalization reimburse- -

ments will nOreaaO from $4 billion to $4.5 billion in 1971. See below:

MEDICARE REIMBURSEMENTS FOR HOME HEALTH SERVICES AND INPATIENT HOSPITALIZATION, 19-71
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Accordingly, the NLN Council of Home Health Agencies and Community Health
Services recommends that H.R. I be amended to-

Eliminate the three-day hospital stay requirement for home health bene-
fits under part A; and

Authorize reimbursement for a comprehensive program of home health
services to meet the health needs of the elderly and decrease the utilization of
hospital inpatient care; and require providers of inpatient health services
to coordinate with community-based home health agencies to reduce un-
necessary hospitalization costs.

PROORAM IMPROVEMENT

In many respects, the administration of Medicare as it relates to home health
services, is deficient. There has been little consistency in the regulations of Social
Security Administration and a wide variation in their interpretation by fiscal
Intermediaries. Toofrequently a home health visit that was reimbursable in the
past is no longer a covered service today. When payments are denied retroactively
the home health agency finds itself in financial difficulty. The development of reg-
ulations and their restrictive interpretations is based upon what has been de-
scribed as "the intent of Congress." We ask Congress to-

Clearly state itsintent for medicare to provide for the maintenance and
improvement of the health status of the elderly with coverage of the broad
program of home health services.

Home health services are a part of the programs of three major administrative
units of the Department of Health, Education, and Welfare. They are the Social
Security Administration, the Social and Rehabilitation Service and the Health
Services and Mental Health Administration. There is little coordination among
the three programs and no provision for obtaining consultation from non-Fed-
eral organizations and agencies in the field of home health services.

Accordingly, the NLN Council of Home Health Agencies and Community Health
Services recommends that H.R. I be amended to--

Provide for the establishment of a home health advisory committee of rep-
resentatives of home health agencies to assist the department of health, edu-
cation, and welfare in the administration and coordination of its home health
programs.

QUALITY OF CARE

Toimprove the quality of home health services, the National League for Nurs-
Ing and the American Public Health Association sponsor a national program of
accreditation for community health services. The criteria are more comprehensive
than those required for certification in Sections 1861 (m) and (o) of P.L. 89-97.

Home health programs should be required to participate in utilization review
programs. Such participation is now required for hospitals and extended care
facilities. The utilization review process has a great potential for improving the
level of services and monitoring utilization.

An important aspect of any program with the objective of measuring the qual-
ity of health services is the active participation of those most experienced and
qualified in the provision of those health services. It is.also important to involve
the public as consumers of health services in such programs.

Accordingly, the NLN Council of Home, Health Agencies and Community
Health Services recommends that H.R. 1 be amended to-

Identify NLN-ALPHA as the national accreditation body for home health
services with an agency's accreditation accepted in lieu of certification;

Extend the utilization review requirement to home health agencies par-
ticipatlng in medicare and medicaid: and

Modify amendment No. 823 relating to professional standards review or-
ganizations to require that review activities In the case of home health serv-
kek be the revpcsibliity of a multi-disein'inarv health team experienced in
the field of home health services with representation from the general Dublic.

Tn conclusion, the Council urges that the scope of Medicare be expanded from
the narrow concept of the treatment of acute illness, primarily inpatient, to a
program designed to promote and maintain health through the prevention of Ill-
nPss and the nmelioration of chronic e nditions through a comprehensive program
of home health services. Such an expansion would provide better health care for
the elderly at a reduced cost.
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STATZZNT O TBEz Auwo=A, CLLo0 L ABoRATOzy AssoMAioN, SusM BY
J.'Sz L.-JoHnisoN, POIDENT

The American Clinical Laboratory Association seeks legislation that would
eliminate the duplicate Federal enforcement activitesj affecting clinical labora-
tories in interstate commerce, and would lead to the establishment of coordinated
and uniform laboratory standards both within and without the Federal govern-ment.-

A relatively simple technical amendment to the Social Security Act (which is
now being extensively amended by H.R. 1 in the Congress) could satisfy these
objectives. The costly and burdensome overlap of Federal governmental programs
results from the laboratory certification requirements imposed administratively
under the Medicare program (Social Security Amendments of 1965, Public Law
89-97, 79 Stat. 286) on the one hand, and the laboratory Hcensure procedures
established pursuant to the Clinical Laboratory Improvement Act of 1967 (CLIA)
(Public Law' 90-174, 81 Stat. 588) on the other. A brief amendment exempting
from Medicare requirements those laboratories already licensed under the OLIA
Is all that Is required. Such legislative action would have the effect of subjecting
clinical laboratories in interstate commerce to only one Federal government
authority, thereby saving tax dollars and providing relief for the affected labora-
tories, without sacrificing the protectiOn presently afforded the public in any way.
Significantly, the Association believes that such an amendment would measurably
advance the cause of uniform standards.

By way of identification, the American Clinical Laboratory Association Is an
organization established last year to offer a collective voice on behalf of an impor-
tant and growing segment of the laboratory lIdustry not previously epresented-
the Federally-licensed interstate clinical laboratories. The underlying purpose of
the organization Is tospeak out at both Federal-and state levels on legislative and
regulatory policies o significance to the clinical laboratory industry. Association
members are dedicated to the support of legislative and regulatory policies that
improve the quality of clinical laboratory testing and services, consistent with one
of its stated purposes, Le., to "encourage the enactment of uniform clinical labora-
tory legislation and administrative regulations and policies for the protection of
the public."

Participation in the Federal Interstate program (administered since the enact-*
ment of the OLIA by the Center for Disease Control, HEW)'is a prerequisite to
ACLA membership. While the Association represents a relatively recent voice on
laboratory matters, its members have long been involved. Several members offered
testimony in support of what became the Clinical Laboratory improvement Act,
and many others have been active in working with various health personnel and
regulatory officials within the Federal government and in .various key states
around the country. Members include both some of the larger laboratories and
some of the smaller ones. All AOLA members participate in the Medicare, as well
as the Interstate, program. ,,

The AOLA has general concern as to the adequacy of regulation In the entire
Industry. It feels that present Federal regulatIon has been suceessful in Im-
proving the quality of the limited group of clinical laboratories which are sub-
ject to Federal Jurisdiction. However, the ACLA fears that the passage of the
OLIA, and the Federal enforcement policies developed pursuant both to it and
to the Medicare program, have not achieved the hoped-for Congressional ob-
Jective of encouraging a nationwide regulatory enyironment necessary to assure
adequate laboratory services for the health care public throughout the United
States. Whatever the long term solution to ACLA's general concern may le,
however, its members are immediately concerned about the burdensome overlap
they feel from the duplicative Federal program.

The overlap of the OLIA licensure an? Medicare certification programs has
proven wasteful, costly, and burdensome, whether viewed from the standpoint
of the affected laboratories, the governmental agencies involved or the public.
ACLA Is not alone in this concern, as evidenced by the significant and relevant
findings, of the extensive Auerbach Report, a comprehensive study entitled
"Clinical Laboratory Evaluation Programa'" dated July 81, 1970. and submitted
to the Community Health Service pursuant-to contract with HEW. To date,,the
AswMation and industry members have not succeeded In their efforts to persuade
HEW to accomplish administratively the results now sought h.v legislation. It IR
true, of course, that more coordination between the two HEW programs ba.q
been accomplished In recent years. However, ACLA members and other labora-
tories In interstate commerce still are confronted with two separate enforcement
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authorities within HEW; laboratory standards and policleb that differ in each
program; duplication of inspection; and a general overlapping of enforcement
policies. This continuing duplication of overall enforcement activity and policies
is unfortunate.

By way of background, this problem arose from the 1987 enactment of the
Clinical Laboratory Improvement Act on the heels of the establishment of re-
quirements for participation in the Medicare program, without due recognition
having been made for the need to coordinate the two Federal programs. In order
for a laboratory to "participate" In the Medicare program, and thereby become
entitled to reimbursement for laboratory services provided, a laboratory has to
be certified by those HEW ofcials with Medicare program responsibilities as In
compliance with the specific Medicare program requirements for coverage. The
Medicare program operates in a manner that usually contemplates agreements
between HEW and the states to utilize state services in determining whether
a laboratory meets the requirements of the Social Security Act, including the
standards promulgated by HEW. In all instances, the Department of Health,
Education and Welfare reimburses the states for their costs in making nspec-
tions and performing other related activities pursuant to these agreements.
Some 2,600 laboratories are certified as eligible under the Medicare program.

With the enactment of the Clinical Laboratory Improvement Act in 1967, the
burdensome and costly duplication of activity arose. CLIA was intended to spawn
a program which would "serve as the Nation's Federal standard-setting author-
ity for independent laboratories" in the words of the House and Senate com-
mittees reporting out the bill. Yet,-the Act provides for the separate inspection
and regulation by the Center for Disease Control, HEW, of those laboratories
that are engaged in interstate commerce and thereby subject to the Act, even
though most of the laboratories are already qualified as Medicare-approved.

This-CLIA provision for separation inspection and regulation of laboratories
in interstate commerce, though otherwise qualified under Medicare, has resulted
in the duplication of policy standards, inspections and testing programs. Al-
though both Medicare and CLIA programs are conducted under the authority of
HEW, and although both have the same objective of assuring high quality
laboratory services, the two programs are quite different The duplication has
Impact on some 50 to 450 interstate laboratories, licensed by. CDC and subject
to this overlapping attention.

As a result, ACLA members and certain other Interstate program laboratories
(1) will be inspected perhaps several times a year under the Medicare program
by people representing the state agencies acting under delegation from the Bureau
of Health Insurance, Social Security Administration, and will also be inspected
during the same period by personnel from the Center for Disease Control; (2)
are subject to proficiency testing programs administered under the supervision
of CDC; and (3) are required to operate under regulations and policies that are
not uniform as between the two HEW programs and Federal government agen-
cies. Furthermore, Medicare policies are administered by the state authorities
dischargln, respolbsibilities by delegation from the Social Security Administra-
tion. Administration of the same policies varies to such an extent in the different
states as to create an unreasonable burden on the interstate laboratory. Thus, the
approximately 850 to 450 licensed Interstate laboratories are subjected to burden-
some and inconsistent duplication of Federal regulatory enforcement (as well as
to state regulation in states where their laboratories are located), while virtually
all other laboratories are subject to far less regulation, ranging from Medicare
program requirements and state requirements to no regulation at all. Indeed,
when a laboratory is not Medicare approved, or is Medicare exempt, or is located
in a state that has no meaningful regulatory poicy, that laboratory may escape
all such regulation--a situation applicable to thousands of the 'nation's labora-
tories. Paradoxically then, the concentration of enforcement activity falls on the
very laboratories which may require the least surveillance. Therefore, ACLA
believes that it is a matter of legislative inadvertence that the Clinical Labora-
tory Improvement Act did not exempt from Medicare qualification requirements
those laboratories meeting the exacting requirements of the Interstate program
administered, by CDO.

The prevloubly-referred to Auerbach Report commissioned by the Community
Health Servieb represents a recent and comprehensive evaluation of clinical lab-
oratory regulatory programs in the United States. The Report's significant con-
elision that state and local regulatory programs are inadequate suggests the
need for a long-term solution. Its specific findings concerning the overlapping
Federal programs, however, go to the heart of this AOLA statement and support
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immediate action. The Report wisely credits the Federal government for what
improvement has occurred in clinical laboratory licensing. However, it also de-
tails the present duplication of enforcement programs under Medicare and the
CLIA, discusses the burdensome impact of the duplication, and notes generally
the lack of uniformity between the two programs. It concludes that overall im-
provement in regulatory activities throughout the United States might start with
tire Federal government putting its own house in order.

The Auerbach Report goes on to recommend resolution of the question of over-
lap, better coordination of existing program activities, and determination of
uniform standards and policies. In particular, over 18 months ago, the Report
recommended that HEW take prompt action to formally coordinate activities of
the Medicare and Interstate clinical laboratory evaluation programs, including
coordination of inspections and testing, and harmonizing of the various standards
6f the two programs. ACLA, on the other hand, believes that such suggestions do
not come to grips with the problem as well as its proposed amendment does. If
passed, it would undoubtedly create a climate that would require uniformity of
the two programs and policies.

The American Clinical Laboratory Association acknowledges that the Report's
recommendations are worthwhile. It submits, however, that its requested amend-
ment to H.R. 1 would cure the problem sooner and more efficiently. The very pas-
sage of the proposed amendment would create such a climate within HEW as to
assure the ultimate promulgation of uniform standards and policies within both
programs

ACLA finally notes that the CLIA authorizes the Secretary to exempt a labora-
tory from the licensure provisions of the Act if it is accredited by a national ac-
creditation body that applies standards equal to or more stringent than the pro-
visions of CLIA and the rules and regulations thereunder. We note that there
are some 275 laboratories holding an unrevoked letter of exemption issued by the
Secretary under these provisions. ACLA believes that tlie technical amendment
should extend as well to these laboratories.

In view of the foregoing, it is recommended that action be taken to amend the
Social Security Act in order to eliminate the unnecessary and burdensome duplica-
tion hereinabove discussed. Specifically, H.R. 1 should add a new section to the
Social Security Act, [similar to Section 1865 of the Act (42 U.S.C. 1 1395 bb)]
which would read as follows:

"A laboratory shall be deemed to meet the requirements of numbered para-
graphs (10) and (11) of Section 1395 x(s) of this title (and should be considered
as an eligible supplier of services and eligible for payment), if such laboratory
is licensed pursuant to the Clinical Laboratory Improvement Act of 1967 (Public
Law 90-174, 81 Stat. 533) or is an accredited laboratory that holds an unrevoked
and unsuspended letter of exemption for that purpose issued by the Secretary
pursuant to said Act."

U.S. SENATE,
COMMITTEE ON COMMERCE,

Waashington, DC., February 3, 197..
Hon. RussEum B. LoNG,
(Thairman, Senate Finance (Jommifttee,
U.S. Senate, Washington, D.C.

DEAR M&. CHAMMAN: The attached is a summary of recommendations which
the Seattle Urban League has made in regards to the Social Security Amend-
ments (H.R. 1) which the Finance Committee is currently considering. They
asked that I bring this material to the attention of yourself and the other
members of the Finance Committee.

Best personal regards.Sincerely, WAMwN G. MAONUSON.

Sf3ArLX UUAN LvAouE, SATTLE, WASH-PfOBLEMS IN TITLtS I, II, AND XX
or H.R. 1 THAT ARE NOT ADDRESSED BY ,THE RiBsoO AMEND*MT1

H.R. 1 is based on the premise that the poor are to blame for their poverty.
The essential character of the bill is to use minimum income payments with
detailed controls and conditions surrounding such payments as a means of con-
trolling behavior. The Ribicoff amendments do not alter this basic character.
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For this reason, time should be taken to develop an adequate income M lainte-
nance system, based on need, without categorical distinctions, and designed to be
administered with dignity and simplicity.

If, however, one adopts the assumptions that H.R. I in'some form will pass,
the following are the features which need to be changed in order to make the
bill at all acceptable, recognizing that, even with amendments, the essential
character of the bill will remain unchanged In its retention of categories and
imposition of restraints based on perjorative attitudes.

TITLE I-OLD AGE, SURVIVORS, AND DISABILITY INSURANCE

1. We question, the wisdom of increasing the tax rate payable by both employer
and employees, to 5.4% in 1973-1974, 6.2% in 1975-1976, and 7.4% from 1977 on.

2 The bill rules out funding the benefits from general revenues. As the cost
of living increases, the taxable wage base will automatically increase. There
will be a point of no return where it is more advantageous for an individual to
invest towards his own retirement rather than participate in the Social Security
System. A tax revolt can be anticipated at that point.

3. The minimum benefits of $74 for a single person, and $111 for a couple are
too low. Benefits should at least match the poverty level.

4. Thcst-of-living clause raises benefits fastest at the highest payment levels
instead of at the lower payment levels.

Strengthening this Title and reintroducing it separately would be a positive
step.

NEGATIVE FEATURES OF TITLE II (MEDICAREi MEDICAID) OF H.B. 1

Medioere
1. Uninsured under Medicare can enroll but must pay full cost of $31 per

month which will be prohibitive for many.
2. Medicare Part B deductible increased from $50 to $60.
3. Coinsuraneeof % of the inpatient hospital deductible imposed from 31st to

60th day. Previously started at 60th day.
4. Benefit period In respect to the deductible is not defined for Medicare as I

year as is done for Medicaid.
5. No provision for adding drugs furnished out-of-hospital to the list of reim-

bursable services.
6. Hospital and extended care facilities can charge beneficiaries for costs of

services in excess of those necessary, "even when not requested by the patient".
7. The Department of Health, Education, and Welfare will establish minimum

periods-after hospitalization for which a patient would be presumed to need ex-
tended care or home health care. This would be limited in duration and would
not in miny cases encompass the entire period the patient needed care, accord-
ing to the "Report of the Committee on Ways and Means, House of Representa-
tives, 92nd Congress, 1st Session, 1971", p. 98.

8. Does not eliminate the different methods of financing Parts A and B of
Medicare as suggested in the Administration's Health Insurance Bill (8 1623).

9. Teaching physicians to be reimbursed on cost instead of fee for services
basis unless a bona fide private patient relationship had been established, etc.

€ May introduce a distinction between Medicare and other patients and encourage
a differentiation in care.

10. Limiting cost increases in skilled nursing homes and intermediate care
facilities to 105% of the cost in the preceding year may simply invite an auto-
matie 5% cost escalation.

11. The requirement that extended care facilities provide professional social
work services Is eliminated.

12. Fair hearings are not allowed for claims under supplementary medical in-
surance for amounts under $100.

Medi~o'M
1. Decreases federal matching by % after 60 days in general and tuberculosis

hospitals; and in skilled nursing homes unless there is an effective utilization

review program.
2. Decreases federal match by 'A after 90 days in a mental hospital and

eliminates federal match after a stay of an additional 275 days in a patient's life-

time, except for possibility of additional 80 days where it is shown the patient will
benefit therapeutically.

8. Requires medically inidgent to pay an enrollment premium related to income.

4. Permits, in addition, States to impose deductibles and co-payment On the
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medically indigent, not related to 4iooma. Secretary Richardson feels that "ThM
imposition on the medically neidy of cost-sharing charges which are neither nomi-
nal nor income-related would work a severe harddzip". (Hearings before the Oom-
mittee on Finance, United States Senate, 92nd Congre First Session on ILL 1,
19 1, p. 45)

5. Permits states to impose on cash assistance recipients nominWl deductible
and cost-sharing charges for non-mandatory services such as drugs, anesthetics,
blood, dental care, eyeglasses.
6. Cash assistance recipient families with incomes above the Medicaid eligibility

level would have to incur medical expenses equal to the amount their Income
exceeds the Medicaid standard before receiving any medical coverage, I.e., they
would have to spend their earnings over and above the $720 a year disregard for
medical care.

The report of the Committee on Ways and Means on ILR. 1 indicated that this
provision was expected to save $140 million in federal Medicaid funds in the
family category by eliminating the medical costs of cash assistance rdclplents who
earn above $720. p. 75.

7. States may reduce the Medicaid eligibility ncome cell" whieh would make
many people now eligible, ineligible.

& States have the option of operating programs for the medically needy who
are not recipients of cash assistance, but are not required to. (Report of the Com-
mittee on Ways and Means, p. 75)

9. States are not required to make Medicaid available to persons newly eligible
under the income maintenance sections of H.R. 1.

10. The requirement that states have a comprehensive Medicaid program by
1977 i repealed.

11. States may eliminate or reduce the scope and extent of non-mandatory
services.

12. Statewideness or comparability of Pervices not required.
18. Licensing requirements for nursing home administrators waived. Permits

administrators who have functioned in this capacity for three years prior to
establishment of State licensing standards to continue, without any reference to
competence.

14. The emphasis on delivery of services through Health Maintenance Orga-
niations may result In poor service, particularly if under profit making auspices
as the bill allows, unless extensively monitored.

TTLE X--ASSSTANCS FOR THE AGED, BLIND AND DISABLED

Many of the same restrictive, punitive provisions embodied in the Family
Assistance Title of H.R. I are present In Title XX.

The following are sections which need to be changed:

52011(a) (b) ERUvblit and Amount of Benellts
1. The resource limitation of $1500 is too low.
2. The amount of benefits are to low.
By 1976 the benefit level for a couple will be $2400 per year. The Bureau of

Labor Statistics low budget for retired couple In 1969 was $2902. The Consumer
Price Index has risen 11.1% since then.

8. Determination of eligibility for and amount of benefits Is to be made quar-
terly. It seems unnecessary to substitute quarterly review for the current annual
review for this group.

4. The "Report of the Committee on Ways and Means, House of Representa-
tives, 92nd Congress, 1st Session, 1971" (hereinafter Committee Report), specifies
that an eligible individual and spouse will receive a couple's benefits Instead of
each receiving individual benefits ($200 Instead of $800 per month), even If they
live apart. (p. 150)
12011 (d) Speoial Limits on Gross Incom

The Secretary may decide when gross income will be considered large enough
to make a person Ineligible, even though net Income may be Inadequate.

$ 2011(8) LImits on BlWibt "
1. Inmates of public institutions ineligible.
2. Persons in-public facilities-which receive Title XIX medical payments may

only receive up to $26 per month. This would result in additional state costs for
institutional care.



8. Persons who fail to apply within 80 days for any other benefits for which
they are eligible will be ineligible for benefits under this title. Any benefits al-
ready paid would be considered overpayments (Committee Report, p. 150)

4. Persons who are incapacitated due to alcohol or drug abuse will be ineligible
unless they are in an approved treatment facility and subject to monitoring.

5. Residence (S 2011(f))-No person is eligible while outside the United
States for any reason, and must be back in the United States for 80 consecutive
days before becoming eligible for benefits.
12e011 (9)

Lower benefits to be paid to residents of Puerto Rico, the Virgin Islands, and
Guam.
12012 Meaning of Income

1. The blind and disabled are allowed to disregard a work incentive of $85 per
month plus % of the remainder, plus amounts needed for achieving self support,
while the aged are allowed only $80 per month plus % of the remainder.

2. The blind are allowed to disregard work expenses while the aged and dis-
abled are not.
& The earnings of a non-eligible spouse are considered In determining benefits,

and treated as if earned by one person. Thus the income disregar4s are per
couple, not per individual, even if both are working. (Committee Report, p. 151)

Support and Maintenanoe in Kind (Committee Report, p. 150)
Persons residing in the household of an ineligible person would have their

benefits reduced by % even if the recipient pays room and board; while an indi-
vidual livin gin a rooming or boarding house would have no reduction in his
benefits.
12018 Resouroe.

1. The Secretary may determine what is a reasonable value for a home and
household goods and personal effects. "These regulations... would not neces-
sarily be as liberal as those now in existence . . ." (Committee Report, p. 182)

2. The Secretary Is to prescribe the time periods and manner in which property
must be disposed of in order not to be counted in determining olgibillty for
benefits.

"Assets such as buildings or land not used as the individual's abode...
which are not readily convertible to cash must be disposed of within a time limit
prescribed by the Secretary .. ." (Committee Report, p. 154)

Benefits paid during the period allowed for disposal of the assets will be con-
sidered overpayments If they would not have been payable had the proceeds been
taken Into account when the person started getting the benefits.

j 2014 DetaUiton: Aged Blind, and Disabled
1. The definition of disability is restrictive. A recipient must not only be "unable

to engage in any substantial gainful activity" but also be unable to: "consider-
it his age, education, and work experience, engage in any other kind of substan-
tial gainful work which exists in the national economy, regardless of whether
such work exists in the immediate area in which he lives, or whether a specific
job vacancy exists for him, or whether he would be hired if he applied for
work ... ."

No funds are provided for finding Jobs or for relocating persons to different
regions. Substantial gainful work is not defined.

2. NlIgible opoue-Spouse must be blind, disabled, or old aged to be eligible.
Eliminates "essential person". Would eliminate approximately 1,000 persons In
Washington State.
12014 (1) Inoome and Resoures of Indltduals Other than Eligible IndMviduala

and Bligible Spoue
The income and resources of a non-eligible spouse or parent are considered

-income to the recipient; whether or not available to him. Such income is subJect
to the % grant reduction for room and board, as well as reducing the recipient's
grant by the amount of the non-dIgible person's income.

$ 015 -Rehaba"" Herte
1. Persons eligible because of blindness or disability must participate in voca-

tional rehabilitation services, unless they can establish good cause q refta.
Services should be available but not mandatory.
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2. Good cause is not defined. The Secretary will prescribe criteria for deter-
mining when an Individual is employable. (Committee Report, P.'387-38)

S. No incentive or expense allowance is provided for participation.
4. Blind and disabled persons will have their condition reviewed quarterly.

1 2016 Optional State Supplementation
1. The states may but need not supplement federal benefits.
2. States may not increase benefit levels or liberalize eligibility requirements

above 1971 levels without losing the hold harmless protections.
3. States may Impose residency requirements for supplementary benefits.
4. States not required to cover under Medicaid newly eligible persons.
5. Federal benefits would be reduced by the amount of state supplementation

unless here was an agreement between the Secretary and the State.

Par; B-Procedural and General Proviei one

1*081 (a) Payment of Benefits
1. The Secretary determines how often benefits are to be paid.
2. There Is no provision for emergency grants for non-recurring needs except

at time of initial application.
3. Payments may be paid to any interested third party without safeguard of

a hearing to determine incompetence or without provision for appointment of
a guardian or legal representative.
52031 (b) Overpayments and Underpaymens
1. Recovery of overpayments permitted.
"An individual would not be found to be without fault it an Incorrect payment

which was made to him or on his behalf resulted from his statement which he
knew or should have known to be incorrect or from his failure to furnish infor-
mation which he knew or should have known to be material, or from his accept-
ance of a payment which he either knew or could have been expected to know
was Incorrect." (Committee Report, p. 187)

2. Underpayments would not be paid to the estate of a deceased individual.
Overpayment could be recovered from the estate of a deceased Individual.
(Committee Report, p. 155)
2081 (o) Hearings and Revoew
1. Benefits may be terminated prior to a hearing.
2. Factual determinations by the Secretary are not subject to judicial review.

S2081 (d) Hearing Exaniner, Representation of Olaimants
1. Hearing examiners need not meet the standards of the Administrative

Procedures Act.
2. The Secretary may regulate who may represent claimants. He may require

of such persons, other than attorneys, that "they shall show that they are of
good character, and in good repute, possessed of the necessary quallflcatiois
to enable them to render. . valuable service ...
1 081 (8) Applicatlons and Furnsehng of Information

1. No simple declaration system.
2. Failure to or delay in submitting reports of change in circumstances will re-

sult In reduction of benefits by $25 for the first incident, $50 for the second, and
$100 for subsequent incidents, except for good cause.

Good cause Is not defined.
1 9081 () Furnshing of Information by Other Agence

Heads of any federal agency shall provide information. No guarantee of con-
fidentiality of records.

1 208* Frau
Excessive penalty. Misdemeanor. $1,000 fine or a year in prison, or both.

* 2088 Admtntratlon
While the Social Security Administration is to administer this program, there

are to be separate applications and reports, and separation benefit checks.
1592Statewideness not required for services.
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SEATTLE URBAN LzAouE-A COMPABISON OF H.R. 1 AND THE RIBICOFI AMENDMENTS

NEGATIVE FEATURES OF RIB10oFF AMENDMENTS

I. Rplanation
Deals only with Title XXI of the act and does not address the problems in Titles

II (Medical) and Title XX (Old Aged, Blind and Disabled Program).
II. Work Registration Requir#men*a

1. Retains work registration requirement as a condition of receipt of benefits
"Good cause" -for refusal is determined by the Secretary and not defined.

2. Excludes mothers of children under six (6) from the work registration re-
quirements. We think all mothers or caretakers of school age children should
be exempted unless they volunteer.

3. Secretary of Labor -retains discretion of determining whether "good cause"
exists for failure to participate in manpower services, training or employment.
11. Ohild Care

1. Retains provision that Secretary of Labor decide which cases and for how
long child care services shall be required.

2. Retains provision that child care services may be provided from any avail-
able sources including profit making day care centers.

8. Retains provision that parents may be required to pay for all or part of the
cost of child care services according to a schedule to be prescribed by the Sec-
retary, including those incapacitated mothers required to accept vocational
rehabilitation services.
IV. Work Proteotion#

1. Retains provision limiting federal match for public service employment to
three years; but does increase third year match from 509 to 75% or more, if
needed to prevent increasing unemployment.

Vr, Training Allowances
1. Retains provision excluding individuals participating in training to obtain

a college degree from incentive allowances, or individuals receiving wages under
a Department of Labor program, e.g. on-theJob training.
VI. Rehabilitation servicess for Incapacitated

1. Retains provision that incapacitated persons accept vocational rehabilitation
services or lose their benefits, and requires quarterly review of incapacity.

The amendment is more punitive than H.R. 1 in that it states that individuals
who "are unable to accept or continue to participate in" rehabilitation services
shall lose their benefits while H.R. I states that individuals who "refuse to
accept or continue to participate in" such services shall lose their benefits.
VII. Benefits

1. While benefits are raised by the Ribicoff Amendments to $3,000 a year
instead of $2,400 for a family of four, and the $3,600 ceiling on benefits for
families of eight (8) or more is eliminated, the payment level is far below the.
goal of beginning at the poverty level and reaching the Bureau of Labor Statis-
tics "low budget" standard by 1976.

The goal in the Ribicoff Amendments is to reach the poverty level by 1976.
2. Retains provision that the Secretary determines reasonable value of home

and household goods in determining resource exclusions; that he decide the time
and manner ini which property must be disposed of not to be counted in determin-
ing eligibility.

8. Retains clause excluding from benefits any fanilly whose rate of payment
would be less than $11) a month; affects 191,000 families under H.R. 1. Not sure
how many under Riblcoff payment levels.

4. Retains provision that benefits be paid on the basis of estimated income for
a quarter.

5. Retains provision that Secretary may prescribe when gross income is so
large as to make a family ineligible.

6. Makes individual ineligible if he fails to apply within 80 days for other
payments to which he is entitled. Under H.R. 1 whole family was eligible.
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VIII. Meaning of Family and OW
1. Retains provision that no one shall be eligible for benefits with respect to

any month during all of which he is outside the United States except for seek-
ing employment or engaging in employment.
IX. Opttonal State Supplementation (Seo. 2156)

Does not require state to supplement the working poor until 1978 (See. 2156,
507)
X. Supplementarv Benefits

Requires that supplementary payments to Individuals who refuse without
good cause to register for manpower services, training or employment, or for
vocational rehabilitation services, be reduced.
XI. Payment of Benefits

1. Retains provision that payments may be made to a third party where family
members are unable to manage funds or when A member refuses to accept services
or employment or to participate in training; or is unable to accept rehabilitation
services.

2. No provision for emergency grants for nonrecurring needs except at time of
initial application.
XII. Furntshing of Infornatton by Other Agences

1. Retains provision that head of any Federal agency shall provide such In-
formation as the Secretary needs for determining eligibility for or amount of
benefits, or verifying other information with respect thereto.
XIII. Application. and Furnishing of Informatio" by Families

1. Retains provision that the Secretary prescribe requirements for filing appli.
cations, furnishing data, reporting changes, etc.
XIV. Penalties for Fraud

1. Retains misdemeanor and $1,000. fine or one year in prison, or both.
XV. Obligation of Deserting Parents

1. Retains requirements that amount due shall be collected from amounts due
or becoming due the deserting parent from the Federal Government at any time.
No statute of limitations and no provision for a hearing.
XVI. Penalty for Interstate Flight to Avoid Parental Responelblllty

1. Retains misdemeanor, $1,000 fine or a year in prison, or both.
XVII. Reports of Improper oare of OustodV of Ohildres

1. Retains provision that Secretary advise appropriate agencies If he has reason
to believe a child is or has been subjected to neglect, abuse, exploitation, or other
improper care. Improper care is not defined.
XVIII. Advisory Committees

1. Still only to evaluate the effectiveness of manpower and training program&
No committees are set up to evaluate the operation of the application and pay-
ment process or the delivery of services.
XIV. Hold Harmless (S e. 505)

1. Does not apply to those who would have been ineligible for reasons other
than income in 1971; Le. single persons who are not aged, disabled, blind or
childless couples.

XV. Services
1. Retains the provision that services need not be provided statewide, and

provision that individual programs for family, services are not required.
XXI. Enforcement of Support Order&s-Publio Assistance Amendments Effective

Immediately
1. Retains provision Including enforcement of support against step-parent al.

though In the amendments to Title XXI, this Is not required unless state law
makes the step-parent responsible.
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Does not address question as to whether Indians must sell their reservation
lands in order to be eligible.
xxI.I

Retains provision under Payment of Benefits that the Secretary may establish
ranges of incomes within which a single amount of benefits under this title shall
apply. It is not clear what this implies.

M.R. 1-A SpzowL REPORT DY THE SEATTLE URBAN LEAGUE, NOVEMBER 1971

Welfare reform is widely regarded as the number one domestic priority in
the nation today. The current welfare system Is unsatisfactory both to the
recipients, who find It inadequate and demeaning, and to the general public
who regard the rising costs of ever Increasing caseloads as excessive.

Since August 1969, six versions of Welfare Reform bills have been under
consideration by Congress. The Mills' Bill, H.R. 1, passed the House on June

.22, 1971 and is currently before the Senate Finance Committee. No public hear-
ings have ever been held on the bill.

This latest version of Welfare Reform satisfies neither recipients nor business
groups. The National Welfare Rights Organization calls It ,"a giant step back-
ward." The United States Chamber of Commerce characterizes the bill as a
"revolutionary" bill that has "the potential to destroy our private economy."

The Natiodlal Urban League recognizes the need for a basic income floor for all
'Americans as the only means to appropriately compensate for the economic
and social dislocations of an advanced economy . The NUL has set forth a list
of requirements which It feels should be met by welfare reform legislation.
The following is a comparison between the NUL requirements and what Is pro-
posed in H.R. 1.

National Urban League requirements are:
1. A new, unified and federally financed and administered program of

assistance.
H.R. 1-provides the possibility of dual administration with respect to serv-

ices, medical aid, special needs, and supplemental benefits.
2. Strong and clear legal requirements and guidelines to assure equitable and

efficient administration, with a minimum of red tape. Use of simple affidavit to
establish eligibility for all in need with no mean s test or case-by-case Investi-
gation.
H.R. 1 increases red tape.
No simple declaration process.
Every applicant must be Interviewed In person and furnish birth certificates,

income records, etc.
100% check of key application Items.
Complete verification of every element of eligibility of a sample.
Biennial reapplication required to be filed and processed as though it were

Initial application.
Regular, periodic checks of information will be made against data files.
Field investigation prior to authorization of benefits if any question arises as

to accuracy of information.
8. Federal supplements must be made available to enable states to maintain cur-

rent benefits at least at present levels.
I.R. 1 does not require maintenance of current benefit levels.
it is estimated that without a state' supplement, 90% of the recipients In 45

states would have their present benefits reduced.
In King County, Washington, a family of four which is receiving $ 340.00 a

year from Public Assistance would receive $2,400.00 a year.
4. Coverage for all people equally in need, regardless of resldenc, reason for

poverty, or current categorical distinctions.
H.R. 1 exclues-
'All single persons and childless couples who are not Aged, Blind or Disabled.'
The whole family if one member falls to apply for any other benefit for which

he Is eligible.
"Essential" persons who are currently eligible.
Any person who refuses employment, training or rehabilitation services.

?j.iY3 0. 72 -pt 6 -- 46
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Persons incapacitated by alcohol or drug abuses unless they are undergoing
treatment in an approved facility.

Families whose head is a college student even if working full time.
A child living with a "non-needy relative" (now eligible).
Pregnant women with no children other than the unborn child (currently

eligible for A.F.D.C.).
Self employed whose gross income is determined to be too large.
Families with no current income who would now be eligible for A.F.D.C. but

who have earned too much in the three previous quarters. (Presumed to have
saved any earned income in excess of H.R. 1 payment levels, e.g., over $200 per
month for a family of four.)

Possibly those with no "fixed domticlle," e.g., migrants.
Anyone whose benefit would be less than $10.00 per month.
Anyone who remains outside the U.S. for 80 days except for employment or

military service.

H.R. I proposed
Benefit levels by category:

2 persons:
Old aged, blind, and disabled -------------------------- $2,340
-1974 ------------------------------ --------------- 2400

4 persons:
Working poor:

(Earned ceiling) --------------------------------- 4,140
(Ceiling with supplement) -------------------------- 4260

Family assistance -------------- --------------------- 2,400
H.R. I permits a residency requirement for state supplementation.
States may exclude from the supplement-

Families with unemployed Father.
The working poor.

The guarantee that states' expenditures will not exceed their 1971 costs does
not apply to supplementary payments to persons not required to be included-
I.e., the families with unemployed fathers and working poor; or to payments to
persons who would have been ineligible for reasons other than income in 1971.

Thus, state supplements to these groups would be at state expense and the
benefits would be deducted from the federal allowance.

5. Assistance grants at the official poverty level at the outset with provisions
for rapid and orderly steps to the lower level standard of living Index as deter-
mined by the Bureau of Labor Statistics.
H.R. I grants levels and cost of living increases:

Family of 4:
Urban--current ,---------------------------------------$,800
Rural-Poverty index (OEO December 1970). ------------------- 8200
Bureau of Labor statistics "low budget, Seattle-Everett, Wash.,

spring, 1970 ----------------------------------------- 7,680
H.R. 1 benefit ----------------------------------------- 2400

Families of 8 or more: H.R. I sets ceiling of --------------------- 8, 600
6. We reject the concept of compulsory work requirements.
H.R. 1: Every person determined to be available for employment must regis-

ter and accept available employment or lose their $00 annual benefit and have
family payments made to a third party.

7. Incentives should be provided to encourage those eligible for public assist-
ance to move into Job training and full employment. Such incentives should
include the right to keep enough earned Income to make working more attractive
than relying solely on public assistance.

H.R. 1: The work incentive allows persons to keep $60 per, month plus f
*of the remainder. Out of this must be paid all work related expenses and day
care costs.; Currently the $30 per month plus % is in addition to child care and
work expenses.

& Insure the payment of minimum or prevailing wages, whichever In higher.
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H.R. 1: Must accept work unless It pays less than 75% of minimum wage, I.e.,
$1.20/hr. or the prevailing wage, whichever Is higher.

9. Suitable employment consistent with Individual skills.
H.I. 1: Suitability of Job to individual skills not a ground for refusal to accept

employment.
10. Exemption from requirement to register for employment for mothers or

other persons responsible for the care of school-age children If they chose not to
work.
HI. 1:
Mothers with children over 5 years of age must register. In 1974, mothers with

children over 2 years old must register.
11. Provision of quality day care centers for those who do work.
H.R. 1:
A ceiling of $,000 for a family of four is allowed as exempt income for day

care. This does not cover the cost of day care for two children at the current
$5/day rate.

$700,000,000 appropriation sufficient only for custodial care.
Only 875,000 day care slots for estimated 2.6 million regrant&
No standards for day care stipulated In the bilL
No guarantee of day care before employment or choice of facility.
12. Provide critically needed public service jobs where there Is a shortage of

private or other public sector Jobs.
H.R. 1 provides for 20,000 public service Jobs BUT these are intended to be

"transitional" and no Federal monies will be available for them after the 8rd
year.

13. Supportive services should be made available, but not compulsory.
HI 1 requires:
Incapacitated individuals to accept rehabilitation services or lose their benefits.
The Department of- Labor is to provide those supportive services "deemed

necessary" for persons registered for training and employment. However, there
is a closed end appropriation for all services except day care and family planning.

The state share of monies for services will be proportionate to the Federal
share in all states.

Calls for more services with possibility of less mbney to provide them.
14. Right of the recipient to a fair hearing, continuation of grant pending the

outcome of hearings
H.R. 1: Benefits may be terminated without prior hearing for failure to submit

quarterly reports.
15. Right to representation at hearings must be clearly spelled out.
H.L 1: The right to representation is restricted to attorneys or to persons "of

good character and in good repute."
18. Notification of benefits and qualifications for entitlement must be publicized

by federal administering agencies.
H.R. 1: Public Information.-Not spelled out In the bill.
17. Such legislation must preserve all rights now held under current public

assistance laws.
H.& 1--rights eliminated:
States may impose residence requirements for receipt of supplemental benefits.
Benefits may be terminated without prior hearings
Determinations of fact'by the Secretary on the basis of fair hearings not sub-

Ject to Judicial review.
Representation restricted.
Excessive penalty for failure to report.
18. Such legislation should include a realistic opportunity for participation by

recipients in influencing the administration and general nature of progrms.
H.R.1 eliminates recipient representation on local advisory committees. Com-

mittees will be set up to evaluate employment and traig Program. They shall
be composed of ,representatives of labor, business, the general public and units
of local government."

19. Protections must be written in to assure American Indians and migrants,
and citizens of Puerto Rico and the Virgin Islands full and equitable participa-
tion in all assisting programH.R. 1:

Question arises whether Indiam must sell their land and use up the resources
before being eligible.
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Because of the "fixed domicile" requirement there is some question. whether
migrants will be eligible. I

ere is also a question whether the Bureau of Indian Affairs can supplement
another federal program to provide supplement for unemployed fathers as they
currently do in Alaska.

ILR. 1 sets grants In Puerto Rico, Guam and the Virgin Islands at a lower
level, based on the ratio of the per capita income In those areas to the per capita
income of the lowest of the 50 states. This could be only 8/5 of payment made In
mainland U.S.A.

Sz-rn Umwu LAouz--A CoMrAzsol or IMR. 1 WO THE R1xs0oVt
AMENDMzNTS

Summary~

POSITIVE FYATURES OF P1I001r AMENDMENTS
I. ON Oare

1. Adds protections relating'to sUitAility or remoteness of child care services
as grounds for refusing work. ... J

2. Requires transportation be included as part of child care services.
8. Makes Secretary of HEW. responsible for providing child care services

Instead of Secretary of Department of Labor.
4. Eliminates provision that not more than $100 million be appropriated for

child care services.
5. Requires that day care standards be no less comprehensive than the Federal

Interagency day care requirements.
6. Increases sums for development of day care facilities from $50 million to

$100 million.
'T. Provides that up to $20 million a year shall be used for training personnel

for employment in providig child care services,
II. Wage and Work ProteotifO

1. Adds provision that work mwst *sit individuals interests and irofodenof
and hold reasonable promise of making the person self-supporting

2. Requires payment of at least the higher of the applicable Federal, State
o' local wage rate or the prevailing wage, or- the mWmUm wage.

3. Requires that work be covered by Workmen's Compensation and consider-
ations of health, prior training and experience, etc.

4. Changes priorities for work and training from mothers and pregnant women
under 19 to give prioritI to unemployed fathers 'or volunteer female heads of
family, etc.
6. Provides that no one be given an employability plan until the necessary serv-

ices and employment opportunities are available. Family assistance benefts will
be paid to individuals pending availability of necessary programs

6. Redefines Purposes of public service employment to provide employment
for eliible"individuas,' not just those otherwise, unable to find work or to be
effectively placed in training.

7. Requires any employer receiving federal funds alid all public service jobs
in the private sector to lit job vacancies With the Department of lAbor.

& Redefnes goals of pubOic service employment to develop new careers,
9. Eliminates review every six months of each public service employee and

substitutes periodically.
10. Raises sum for manpower services, training and employment programs

other than public service employment, from $540 million to $1 billion.
11. Inc1tee from $800 .llion to $1.2 billion amount for publc .service

employment.
12. Requirestimate ot additional funds needed If 5% or more. needy, em-

ployable people have no reasonablejob prosets...
U., Requires Secretary of Labor to consult regularly With representatives 'of

employers and recipients and specifies equal opportunity requirements. .
14. Requires Sectary of Labor to ensure eigible Opportunities for Families

individuals p rorty/ participating in other Federal program* designed tO pro-
mote employability or employment opportunities.
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IH. Benetee,

Increases benefits but not suffiiently (See VII (1) under negatives).
1. Provides that no one shall receive less benefits than he did previously.
2. Provides for redefinition of poverty to take account of rises in cost of living

and to require a more adequate definition of poverty.
8. Allows $1500 In exempt resources the first year and $2000 beginning July 1,

19T1& too low. 4 . .
4. Requires studies to establish variations in living costs and recommendations

for adjustments In light thereof. Such recommendations are to apply to any
programs aided under the Social Security Act providing payments to individuals
or for their medical care.

5. Eliminates taking into account Income from Preceding quarters in estimat-
Ing benefits.

6. Provides that aid be furnished with reasonable promptness based on cur-
rent needs.

7. Eliminates requirements that families reapply blennially. Substitutes pro-
vision for study of a sample of families who have received benefits for 24 con-
secutive months.

. & Provides same benefits for Guam, Puerto Rico, and the Virgin Islands as for
the 50 states.

IV. IScome
1. Increases from $1500 to $2000 the amount of the proceeds .of any life in-

surance policy which is expended for lllnbss or burial which can be disregarded.
2. Increases from % of net income to 40% of gross income the amount of earned

income which can be disregarded.-
8. Adds "other educational expenses" to income which can be disregarded in the

way of grants etc. for educational purposes.'
4. Changes from % to 40% the amount of child support or alimony which can

be disregarded.
5. Adds "the net amount of any income taxes paid in a month" to excluded

income, 
e. Deletes provision limiting total Income which may be disregarded to the

lesser of $2000 plus $200 for each additional member over 4, or $8000.
7. Raises from $1500 to $2000 the total face value of all life insurance policies

which may be excluded.
V. Meaning of Family and OhiAlU

1. Add proviso that definition of residence shall not be interpreted to exclude
migrant families or others of unfixed domicile.

2. Deletes proviso that a person who has been out of the U.S. for 80 consecu-
tive days must have been back for 80 consecutive days before he is eligible for
benefits.

8. Includes in definition of eligible family single persons and childless couples
who are not aged, blind, or disabled.

4. Deletes exclusion of families whose head of household is a college student
VI. Inoome and Reourvee of Nonoontributing Individual

1. Exe!kudes ste parents' Income unless applicable State law makes the step-
parent responsible for the support of the child.
VII. state huplemWatiao

1. Eliminates provision that states may establish a residence requirement;

VIII. 8MPPlemnttMV eneA
1. Specifies that the supplement Is to be excluded in determining the Incomeof

'the family and that It~must be an amount that assures they receive no less in
:* bezets than they, were receiving in Anuary 1971, Including the bonus value of

food stamp& However, does not cover newly eligible.
2.. Where the state makes its own supplementary payments it must agree not to

impose any liens against the property of any member of a family or his estate on
account of such payments, and that there will be no adjustment of or recovery of
such benefts.
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8. The Federal Government will pay 80% of the State's supplementary pay.
ments during the first year and by 1976 the payments will be 100% federally
funded.
IX. Payment of Beneflte

1. Adds proviso that benefits be paid no less often than monthly.
2. Changes emergency provision for paying a cash advance of up to $100 to be

counted against benefits to a cash payment In an amount the Secretary finds
appropriate to protect the family's welfare. However, there is no provision for
emergency grants for non-recurring needs except at time of initial application.
X. Overpaymente and Undrpayment.

1. Changes recovery of incorrect benefits from "shall be made" to "may be
made".
Xi. Hearing and Repveo

1. Greatly strengthens protections for recipients with respect to fair hearings,
Judicial procedures and appeal
XII. Representation of Okzfmante

1. Eliminates waiver allowing hearing examiners not to meet the specific stand-
ards prescribed.

2. Provides for free choice of representation and eliminates restriction on who
may represent clients.

XIII. Applioations and Fuhnhfga of Informaton by Pam*"lG
1. Eliminates requirements that recipients file quarterly reports.
2. Eliminates the $25, $50 and $100 penalties for failure to report.

XIV. Adminetration
Adds employee protection provisions.

XV. Ad4vsory Conmznttee8
Recipients are included on the Advisory Committees to evaluate the effective-

ness of manpower and training programs.

XVL Initial Appropration for Child Care
Raised from $700 million to $1.5 billion.

XVIL Servioee to Needy Families with Children
Working poor not excluded in the definition.

XVIII. Appropriatlone for Services
1. Eliminates ceiling of $800 million for the first year and provides such sums

as may be necessary.
2. Eliminates allotment of money for services to states on basis of ratio of their

expenditures to the total federal share in all States with service deficit being
taken into account. 

°

U.S. SNATE,
OFFICE OF THE MAJORiTY LEADER,

Wahlhngtmoz D.C., January 17, 1971.Hon. Ruseu L B. LoNG,
Chairman, Senate Finan e Committee,
U.9. Senate, Waohington, D.C.

DEAn M&. CHAIMAN: Enclosed is a letter I have received from Theodore
Carkulls, Director of the Department of Public Welfare for the State of Montana.

Mr. Carkulis offers several constructive comments regarding welfare reform
legislation, and I thought perhaps the Committee would like to have the recom-
mendations of Montana's chief officer in the area of welfare.

With best personal wishes, I am,
Sincerely yours,

MIKE MANSFIELD.



STATE OF MONTANA,
DEPARTMENT OF PUBLIC WLIAZE,

Hena, Mont., January 11, 1978.
Hon. MiE MANsrLD,
Senate Majority Leader,
U.S. Senate, Wahengton, D.C.
DzA SENATOR MANSFIELD: Now that the time for a decision on welfare reform

(H.R. 1) is drawing near, I feel I must bring to your attention the concern of a
number of state welfare administrators with respect to the administration of the
welfare system. We believe that whatever plan is finally adopted It should include
provision for optional administration by the states without penalty. An earlier
version of the bill included such a provision but penalized the states if they chose
to administer the program.

State administration is not necessarily inconsistent with the idea of a uniform
national program with full federal funding. I believe that the concept of full
federal funding may be maintained even though individual states would have a
voice in determining the level of assistance payments in the state. In my opinion,
state determination of the payment level, above a relatively low national minimum
floor, is desirable in any program which is based on need. It is also important that
the payment level in a state be established in relation to economic indicators so
that assistance payments 'would not be disruptive of other elements of a state's
economy.

Another important consideration is that the recipients in the national assist-
ance program will be required to receive services from a number of other agencies
which are essentially state agencies such as the Employment Service, Vocational
Rehabilitation, Child Care Services, Social Services, and Medical Assistance If
the program Is to succeed, close coordination of all of these programs will be
imperative, and It seems to me that a state agency would be best able to achieve
this coordination with other state agencies,

The claim has been made that states have failed in the administration of
public welfare programs, a condemnation that many of us do not accept. In fact,
in the last few months a number of states have taken significant steps toward
welfare reform in spite of federal restrictions. This is not to say all of the states
are necessarily working in the right direction but only to indicate that states
can take measures to solve their problems if they are permitted and If they are
provided the resources

In view of the above arguments I would respectfully urge you to bring this
suggestion to the attention of Senator Long-who I believe is receptive to the
Idea-for the consideration of his committee when they again consider this
bill

And finally, as you are already aware, Congress has been discussing and de-
bating welfare reform for almost two and one-half years while the welfare burden
on states has been increasing. So the matter of immediate fiscal relief has be-.
come extremely urgent. We know that proposals to meet this problem have been
made by the administration and others but we want to take this opportunity
to re-emphasize the urgency and to express Montana's concern.

With kindest personal regards, I am,
Sincerely yours,

THzODORE CAauus, Director,
Soolal and Rehabilitation Servioe.

NATIONAL GBANGE,
Waekington, D.C.

Re LIEL 1.
Hon. Ruse, B. LorNG,
Chairman, Oommittee on Fiftate, U.S. SenWe,

Dta MCL OAINRAN: This letter will bring up to date the views of The Na-
tibnal Grange regarding the subject legislation. In brief, we endorse the amend-
ments in Social Security'laws and improvements in benefits under such laws



which are contained in H.R. 1, but while we recognize the need for reformation
of our presently unsatisfactory 'welfare system and believe that some aspects of
H.R. 1 could well result in improvements in that system, we have serious reser-
vations about the present provisions of the bill relating to family assistance.

The National Grange represents 7000 local community Oranges across the na-
tion, with a total membership of over 600,000. The Grange is more than a farm
organization. Our purpose is to serve the total interest of rural communities and
the nation.

Social Security lqgLslation has drawn considerable attention at the Annual
Sessions of the National Grange throughout the last decade. Without any ques-
tion, the cost of Social Security falls most heavily on the self-employed. This
includes the total of our farm population. In the midst of a continuing cost-
price squeeze on farmers, we are naturally and rightfully concerned over the
amount they can earn while collecting Scial Security payments.

At the Annual Oession of the National Grange in 1965, the delegate body
adopted the following resolution:

"Resolved, that the Grange favor raising the number of hours a farmer oan
work before forfeiting Sooal Seourity in proportion to the 25% raise given other
occupations."

Of almost equal, if not greater, concern to the Grange, especially If we, look .at
the recurrence of this concept in our resolutions, has been the objection of the
Grange to the low amount people other than farmers are permitted to earn while
drawing Social Security benefits.

The following two resolutions were adopted at our 1967 Annual Session:
"Resolved, that the National Orange go on record as being in favor of changing

the Social Security law, whereby the breadwinner of the fami ooul earl the
same amount wahe recving Sooka Security benefits, as he or she and their
spouee oould earn ooleotively at the present time and still qualify for 8ocial
Security benelfts."

"Resolved, that a change be made in the present law that would allow the
oombfned inome of a married ouple, over and above the Soo Security, to
be $8,000, and same oould be earned by either spouse or a combination of their
two income, thu removing the parent di8orimination. against the one bread-
winner."

It seems logical and reasonable that in the present period of relatively high
employment, plus increased higher costs of living, that considerable flexibility
should be written into the law to permit elderly retired people to retain a com-
bination of Social Security benefits and earned income that Would place them
a couple of steps above the poverty level.

Thus, the Committee will understand the Grange's concern with the low level
of Social Security which is available to many of our elderly citizens, and which
does put them in a rather precarious situation unless they have other income to
fall back on. We would hope that you could see fi to consider the increase'in
the allowable earnings of those who are limited to an unreasonably low earning
and total income level during their declining years. It would permit them to
live with increased decency and dignlty---the real objecie of this 9egl4latlo,, n
the first pke.

The Grange has also expressed its concern over the amount of benefits paid
to a surviving widow. At the Annual Session in 1965 the delegate body adopted
the following resolution:

"We recommend the widow's survval pay be increatd to an amount equal
to the husband's primary insurance payment."

The other major concern of the Grange regarding Social Security legislation
pertains to the number of years over which a person's earnings are averaged
for the purpose of determining Bocial Security benefits.

At the 1969 Annual Session of the National Grange the delegate body adopted
the following policy position:

'Resolved that the -National Grange urg Congress to .. Change, the period
by which benefits, are computed to the three (8) highest years of earning s"

The number of years over which a person's ellt.lg . averaged or the
purpose of determining Soca Security benefit payments may be a crucial factor
in computing the amount of such benefits. Oertainly in a great many easel it is
at least as important as the level of maximum benefits. Lowering the number
of years that must be used could well mean more than increasing the maximum
benefits by some publicized percentage such as 15 percent.
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A man born in 1929 or later must average 88 years of earnings on wlifh
Sooal Seowrify taxe were pad. A man retiring upon becoming 65 in 1970 would
have to use 14 years of such earnings. It may well be that they would have
to include years in which they had no "creditable" earnings, thus cutting down
the average yearly amount of such earnings. Much government employment at
all levels, and self employment in past years, would not coun-towards Social
Security benefits. Also, earnings creditable in any year are of course limited
via. $8 for any year 1951 through 1954, $4200 for 190 through 1968, $4800
for 1969 through 1966, $ for 1966 aud 1967, and $7800 for 1968 and later.

Other examples of necessary years of "creditable" earnings are shown by the
following table furnished by the Social Security Administration:

Number of years you must
count In figuing your aver-
earns

Men Women

Year In which you were born:
1896 or aler .....................................................
1897 .......................................................................
1990 ......................................................................

19 .......1.................... .........................
JO2B ....................................................................

91........................................
1902 ..........................................................
190 ..........................................................
199 ................................................................. ...
190. ....................... ...................
19 .............. ............... ..................
1910 ......................... ..................
191 ...................................................................

1917 ............12.............................................
191..............................................................192 ....................................... . ......... .
1925 .....................................................................
1929 o r................................................................

5 5
6 5
7 58 5
9 6

10 7
II 8
12 9
13 1014 11is 2
16

11 14
to 15
19 16
20 17
21 18
22 19
26
3 27
34 31
38 35

(If you have not earned enough Social Security credits to be insured at 65
(62 for women), you must count more years than those shown in figuring your
average earnings)

We fully realize that theentire area of Social Security, Medicare, Medicaid and
family assistance is indeed complicated and we by no means claim any expertise
on the subjects. However, we would like to take this opportunity to call to the
Committee's attention resolutions passed by the NationaLrange In recent
years that reflect the Grange's position on many 6f the issues under considera-
tion by your Committee:

ROSPITALI ND MEDICAL AU

"whereas, hospital and medical expenses are continually Increasing; and
"Whereas, the average Income Is not sufficient for Individuals to meet these

expense; and
"Wherea, many people who need medical and hospital care cannot afford

adequate insurance to cover these expenses; and
Whereas, the Department of Health, Edueatlon, and Welfare has recently

completed an intensive nvestigtio in these areas: Therfore, be it
"RAolved, That steps, be taken to halt, the rise in coat of hospitalizatlon and

medical care and that t hi, matteT be under constant review to the end that
all people niy shr aeqite medical care at reasonable costs

"Whereas, we afe greatif", concerned about the continued increased cost of
thg Public Welfare Pr6gram: Therefore be it
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"Resolved, That the National Grange recommend that employable welfare
recipients be required to work at gainful employment, when given an opportunity,
for at least a part of their income to be eligible for welfare payments, and that
welfare payments shall not be correspondingly reduced to the point where
it erases their incentive to work. We feel that this principle of reduced welfare
payments should be applied in such a manner that it will encourage welfare
recipients to seek gainful employment; and be it further

"Resolved, That every effort should be made to reduce Welfare costs through
skillful administration and staffing in'the various Welfare Departments and
Social Services."

"WELFARE AND POVETY PROGRAMS

"Whereas, many people now availing themselves of assistance through existing
State and Federal Welfare and Poverty programs are believed to be abusing
the privilege of programs which were set up for people who cannot care for them-
selves; and

"Whereas, 'the abuse of present Welfare and Poverty programs is producing
generations of welfare dependents; and

"Whereas, the function of Public Welfare is important both in terms of human
services and in terms of money, and should have influence and control from
local government; and

"Whereas, while we do not oppose those who are in need of help from Welfare
or Poverty programs, we do oppose misuse of welfare funds ; and

"Whereas, Welfare recipients who are able-bodied and able to work should be
required to work for their aid; and

"Whereas, some local welfare agencies have been weakened over the years
by increasing centralization of authority at the State and Federal levels: There-
fore be it

"Resolved, That greater latitude be granted to the local authority, however'
it may be designated, to provide the necessary care for illegitimate children and
the impoverished, and at the same time to regulate, in fairness to the taxpayer,
those who abuse the various welfare, ADO and poverty programs, and further
that local welfare authorities refuse welfare grants to recipients who are not
domiciled residents of the political subdivision granting the-assistance.

FAM ILY INOmz"

"Resolved, The National Grange is in support of changes to the social services
program that provide improved work incentives, provide a uniform national
scale of eligibility standards and benefits, provide for Job training and child
care services and hold the promise for more effective program administration."

At the 105th Annual Session of the National Grange, held In Charleston, West
Virginia in November of 1971, the delegate body adopted resolutions which we
here reproduce in pertinent part:

"SOCIAL SECURITY TAXES FOR RETIRED WONKEzs

"Whereas, retired workers up to age 72 are at present required to pay Social
Security taxes on their earned income; and

"Whereas, due to Inflation and rising living costs, many retired persons badly
need some employment income to supplement their social security payments, and
can Ill afford any reduction In their earnings: Therefore be It

"Resolved, That the Grange favors legislation eliminating Social Security taxes
for those persons receiving direct Social Security benefits;"

"Family A8Utstasoe

"We believe that the provisions of Title IV of H.R. 1 in the 92nd Congress-
which would establish new programs for needy families with children, and which
has been passed by the House of Representatives and i now being considered
by the Senate Committee on Finance-Is a considerable improvement over H.R.
16311 in the 91st Congress which this delegate body opposed for reasons stated at
the 104th Annual Session, page 168 of the Journal of Proceedings. One of the
principal improvements in Title IV of H.R. 1 is its requirement that family mem-
bers found to be available for work would be required to register for manpower
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services, training and employment-and also to accept available employment-
upon penalty of loss of benefit&

"Our study of H.R. 1 has not satisfied us that enough improvements have been
made in the proposed legislation to overcome the reservations which we have
had heretofore."

"Welfare Reform

"Whereas, public welfare Is an increasing cost to taxpayers; and
"Whereas, there are those receiving welfare who are able-bodied; and
"Whereas, we believe the dignity of the recipient is enhanced if he can feel

that he has worked to earn his payments, rather than to receive charity, even
though the work available may not be the kind preferred by the worker; There.
fore be It

'Resolved, That we urge revision of our welfare laws to accomplish this pur-
pose; and be it further

"Resolved, That welfare agencies work with the vocational and rehabilitation
services and other similar organizations to help train welfare recipients in use-
ful work in order that they become self-supporting; and be it further

Resolved, That employable welfare recipients be required to work at gainful
employment for at least a part of their income to be eligible for welfare pay-
ments, thereby reducing welfare payments in part, that the National Grange en-
courage action at both Federal and State levels to make it necessary that all able.
bodied men and women under the age of 65 (except those persons who are re-
quired for sufficient reason to stay at home) work for the welfare which they
receive or train for sueb work; and be it further

Resolved, That the National Grange endorse any revision or additional regula-
tions that would cancel all or part of welfare benefits to able-bodied men and
women who refuse to accept available employment for which they are qualified;
and be it further

Resolved, That students who drop out of school and apply for welfare be re-
quired to attend a vocational school."

We appreciate this opportunity to present the views of the National Grange on
these Important matters to the committee.Sincerely,

JOHN W. ScoTr, Muter.

LAw OrnuozS,
SuRazy, KAlAsIK, MORSE & SEHAXt

New York, N.Y.
Hon. RusszLL B. Lofo,
Senate Finance Committee, New Senate OAoe Buildlng,
Washington, D.C.

DrAs Sms: We are writing to you on behalf of the Allied Pilots Association,
the collective bargaining representative of the pilots in the employ, of American
Airlines. We were disconcerted to discover that your Oommlttee has voted to pro-
vide extra Social Security benefits--after they retire-to persons who stay on
their jobs past the age of 65.

As you may know, a regulation promulgated by the Federal Aviation Agency
in 1960 requires all commercial airline pilots to retire at age 60. Since the present
Social Security laws do not entitle a man to benefit until he reaches the "normal"
retirement age 85, the effect is to create a period of five fallow years in which
a pilot may not work at his profession or receive Social Security benefits. More-
over, the omission of the potentially productive years from age 60 to age 65
could adversely affect the calculation of benefits due forcibly retired pilots.

Since the bonus provision you approved is intended to benefits employees who
elect to continue to work after 65 It is only equitable that individuals who are
forced to retire early pursuant to Federal regulations should not be penalized.
Thus, the amendment to the Social Security laws adopted by you should be
extended to apply to any individual who, by force of Federal law or regulation,
Is required to retire at an age earlier than that established by the Social Security
laws as the "normal retirement" age. Of course, this inequity could and should
be eliminated by simply amending the Law to provide that the normal retire-
ment age for such individuals shall be their Federally forced retirement age-
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in the case of pilots, age 60. We have urged this change upon Congress a
number of times in the past, and bills have been introduced to accomplish the
result. In light of the "bonus" amendment which you have adopted we think this
is a particularly appropriate time for you to act on this proposal.

We would appreciate it if this letter were made a part of the record of any
proceeding being held relating to the subject matter treated.

Very truly yours,
MARTIN C. SEHAM,

General Counsel,
Allied Pilots Association.

CHRISTIAN SCIENCE COMMITTEE ON PUBLICATION,
THE FIRST CHURCH OF CHRIST, SCIENTIST, IN BOSTON, MASS.,

Waslington, D.C., February 14, 1972.
Hon. RussLL B. LONG,
Chairman, Committee on Finanoe,
U.S. Senate, Washington, D.C.

DEA SENATOR LoNG: We are writing to offer some suggestions for improve.
ments in the welfare reform program on which your Committee has recently
been holding hearings. Specifically, we direct your attention to two matters in
the Family Assistance Plan.

A. CHILD CARE CORPORATION

A number of proposals have been offered as solutions to the problem of care
for the children of working mothers under the proposed welfare reform program.
Some of them provide for health examinations and Immunizations. They also
provide for medical treatment in certain situations for children enrolled under
day care programs. There is no exemption from these health services for those
whose religious beliefs would prevent them from accepting medical services.
Unless one is added, many children, such as those from Christian Science homes,
will be prevented from enrolling.

Christian Scientists do not seek exemption from examination and immunization
without consideration for the health of others. If a public health problem, such
as an epidemic of communicable disease arose, we would yield to the public
need. However, it has been our experience in other programs that even in normal
times some local health administrators treat the language of Federal support
for a program as compulsory-whether it was intended to be or not. That is
why a clearly stated provision in the statute is necessary to protect the religious
rights of all the people.

Your Child Care Corporation Act, S. 2003, contains a splendid exemption which
covers this situation (&Ac. 2004(d) (1)). This paragraph as it was worked out
with your staff during the 91st Congress is quite satisfactory. Unfortunately,
two pairs of unnecessary parentheses were added along the way. The exemption
would be much clearer without these additions. We hope your Committee will
remove them. Senator Ribicoff, in his Senate Amendment No. 818 to H.R. 1, has
accepted this language.

B. ZEPORnNG OF NEILECTE CHILMEN

-H.R. 1, sec. 2177 (page 384 line 19 to page 385 line 6) provides for reporting by
Federal welfare workers of cases of child abuse or neglect which come to their
attention. This is'an effort to end the tragedy of mistreatment of children by
their own parents. It reflects the trend in many State legislatures. We applaud
every effort to correct this terrible problem in American society. But the lan-
guage of this section might encourage welfare workers who do not understand
the long and broad acceptance of Christian Science as a healing method to report
Christian Science treatment of children as neglect because no medicine is used.

Most neglect reporting laws In the individual States have clarified this point
by specifically exempting instances of reliance on such religious beliefs from
the reporting requirement Congress included a good provision of this kind In
its Child Abuse Reporting Law for the District of Columbia (Public Law 8W775,
sec. 6). A similar exemption was added to the definition of "neglected child" in
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the District of Columbia Court Reform and Criminal Procedures Act (Public
Law 91-858, sec. 16-2301(9) ).

We are asking that you add to section 2177 of H.R. 1 a new subsection (b)
similar to the two above mentioned Federal statutes as follows:

"Notwithstanding any other provision in this Act, no child who in good faith is
under treatment solely by spiritual means through prayer In accordance with the
tenets and practices of a recognized church or religious denomination by a duly
accredited practitioner thereof shall, for that reason alone, be considered to be
neglected within the purview of this section."

We hope that you will understand that we have no desire to weaken this legis-
latio In any way. We are not experts on the subject of welfare reform, but we-
are concerned with the people's right to the free exercise of religion. If you have
any questions about these recommendations, please do not hesitate to call on us.

Cordially yours,
. ... H. Dzcxi~soN RATHBUN, Manager.

- NAT ONAL CoNFE=Ncz or CATiouo Bisxops,
Washingon, D.O., February 9, 1978.

Hon. Russwm B. LONG,
Oharman, Fenate Finanoe Committee,
U.S. senate,
Waehngton, D.C.

DEs SFATOR LONG: In behalf of the United States Catholic Conference I
write to advise you of the position of the Roman Catholic Bishops of the U1ted
States regarding the proposal of Senaton Clalborne Pell which would permit
clergymen to be covered under Social Security as an employee rather-than as a
self-employed person as provided under existing law.

This matter was given careful consideration at the Bishops' Administrative
Board Meeting in mid-February, 1971. The proposal which would permit a priest
to choose an employer-employee relationship for Social Security purposes is in-
compatible with both the theological concept of the priesthood and long-estab
listed tradition and practice in the Roman Catholic Ohurch. Neither the bishop
nor a paish is the employer of a priest. Rather a priest accepts an assignment
to pastoral duties from his bishop and the parish or some other unit of the
Church pays his sustenance. These relationships are essentially different from

those of a conventional employer-employee relationship. A bishop accepts deep
moral obligations for the welfare of priests which are wholly unlike those in-
eluded in an employer-employee relationship. In practice, a bishop does not relieve
a priest of his pastoral duties without his acquiescence, another circumotanc
Wholly Incompatible with the concept of employment
For these and other reasons, the Bishops unanimously concluded that the

proposal clashes with the relationship of a priest to his bishop and In his pastoral
functions. Accordingly, they strongly oppose Senator Pell's amendment to the
Social Security bill now pending before the Finance Committee.

I lndly ask that our positioi be made a part of the Committee record.
With cordial good wishes, I remain

Sincerely yours,
The Most Reverend- JoesPHa k. Bmzaxo*nr,

General S etary.

STATZXZENT BY Man. SHERmAN Ross, CHAIRMAN, LExsLAT1V3 VV60DAU COXMuI'm
,,, A xI AssoCATIoN 0r UNivue Vy WoXNw ,

The American Associaton of University Women apprWates this opportunity
to express our views on the H.R. 1amendmentA to the S4hdSecurity Act dealing
with revisibn of public a'istane programs and relating tq0.OAS1 programs.

We have been alarmed by the" creased cost of welfare Without, seemingly,
doing much to allelate the p.rstent poverty of far too great a percentage 6f thp
country's population. I -

,We are of the opinion that a 5% increase in social security benefits ie not ade-
qute in terms o parent vin me el of
those living on pensions that reife t6 a quite d erent dollar thah that of 1972..
We urge that an escalator clause keyed to increases in the cost-of-living index
be a part of the bill passed by the Seate. Fluctuation in the value of the dolla,
should be covered.
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We also support the proposed Increase to 100% of the deceased spouse's bene-
fits at age 65 for widows.

We believe allowance should be made for inflation--or note taken of the dollar
increases in wages without an increases in purchase power-when new earn-
ing exemptions for OASDI beneficiaries are adopted. In other words the old
$1200 ceiling is probably now the equivalent of an $1800 to $2000 earning exemp-
tion. In view of today's inflated prices, we think It probable that the ceiling
should be higher than $2000.

While we are pleased that it is proposed to include the disabled under Medi-
care we are of the opinion that the two year waiting period for coverage is far
too long and we urge elimination or substantial reduction of this provision.

We believe prescription drugs 'should be made available and that medicare
premiums for those living at the substance level-on social security plus little
else--should be eliminated.

In supporting increases In benefits we recognize that an Increase in the wage
base must be made and that eventually it may be necessary to supplement these
trust funds annually from the general revenues of the United States.

We are extremely anxious to see progress made in reform of our welfare as-
sistance programs. The present system has a tendency to contribute to fathers
leaving homes in order that mothers and children be cared for. It also discourages
rather than encourages Individuals to risk leaving the welfare rolls. Therefore
we support a basic family income, work training and income supplements.

We do not support forcing mothers of small children Into work training or
Jobs unless adequate child care provisions are enacted. A report Just released by
the Labor Department reveals that employment among the residents of poverty
neighborhoods increased in 1971 by 2.1% over 1970 from 7.6% to 9.7%, while
the overall unemployment figure Increased by 1% or from 4.9% to
5.9%. The same report also states that the biggest increase by unemployment
was among adult women where the percentage, increase has been from 5.7%
in 1970 to 8% In 1971. In the face of this data we believe that Job training
unless it leads somewhere-unless jobs are made available through a federally
subsidized program-may result in the further deterioration of the spirit and the
morale of the poor.

We believe many of the poor and unemployed, or underemployed, would prefer
employment--even if their wages did not reach the poverty income level set for
a family of four-to any form of welfare, if some form of income supplement
were enacted.

On the other- hand we are aware of the dangers of creating a class of low
wage workers subsidized by the taxpayer for the benefit of private employers.

We urge that restrictions against this danger be written into H.R. 1. We also
hope that the provisions of the bill which now seem punitive-or could be im-
plemented in a punitive way--be drafted in such a manner as to be somewhat
less humiliating or demeaning to those who have no alternative but to accept
public help.

KAjsE FoUNDATION HwL.Ta PLAx, INc.,
Oakland, Oali., February 14, 1978.

RUSSEL B. LOxo,
Cha rma*, Committee on ntfmooe,
U.S. Senate, Washington, D.A.

DiAx M& CHARMAN : This letter presents our views on portions of H.R .1, the
Social Security Amendments of 1972.

Our- comments on H.R 1 are directed to the "Health Maintenance Organiza-
tion" (HMO) provisions of the bill, and to proposed amendments relating to
catastrophic insurance and professional standards review (PSRO).The Kaiser Foundatton Medical "Ca program provides most of the health
care services required by more than 2,35,000 members in the metropolitan areas
of California, Portland, Oregon, and Vancouver, Washington, Cleveland, Ohio,
Denver, Colorado and on the Islands of Oahu a Maul in Hawaii. Over 7M000
of our members are Medicare beneficiaries. Asthe largest group practice pre-
payment plan in thq United States, our program represents a fundamentally
different health care system which orgauises direct medical and hospital services
to meet the health came needs of a cefhped population comprise of Its members.
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This organized system and the utilization and cost data derived from it constitute
a yardstick by yhich other health care delivery methods can be measured. Con-
sumer acceptance of the program in the areas where it operates has been im-
pressive. Membership is limited largely by the ability to finance facilities and to
staff them with professional and management personnel.

HRALTH MAZTENANCE ORGANIZATION PROVISIONS

Your Committee recognized in 1907, in ( t.4 report on H.R. 12080 (90th Con-
gress), that group practice prepayment plaas might offer one alternative to the
growing problems of cost and lack of organization of health care services.In 1910, in the Senate-approved version of H.R. 17550 (91st Congress), your
Committee approved provisions creating a new HMO reimbursement option.

H.R. 1 once again contains provisions for an HMO option under Medicare, as
well as provisions which would allow Medicaid payments to be made to HMO's.
We support the HMO provisions of H.R. 1, as they were approved by the Ways
and Means Committee and passed by the House of Representatives.

The major thrust of these new provisions represents in our view a constructive
effort to seek new alternatives in a search for solutions to the problems of coet,
quality, and accessibility of health care. The provisions are open-ended and this
is appropriate. They do not dictate any one form of organization. For many years,
we have said that the needs of the country can best be served by a pluralistic
system for providing health care-and we continue to believe this is so. These
provisions, now clearly endorsed by the administration, will, of course, offer
encouragement to group practice prepayment plans such as ours; but they also
offer the opportunity for the development of many new variants sharing only
the common features mandated by H.R. 1.

There remain in the House-passed version of H.R. I a few items which we feel
require some brief comment, without detracting at all from our support

(1) Opep Enrollment Period* (Section 1876(b) (7))
It is obviously desirable to require some form of open enrollment period, and

necessary to avoid manipulation of enrollment for adverse selection. However.
Section 1876(b) (7) of H.R. I (and the corresponding provision of H.R. 17550)
are written In such a way that they could be construed to require an HMO
to give absolute priority to Medicare beneficiaries over other members of the
community up to 50% of its enrollment (Section 1876(b) (5)) within the limits
of its capacity. This would be undesirable. For the benefit of the elderly and the
entire community, a comprehensive health care organization should serve a genu-
ine cross-section of the population In its service area. If Section 1876(b) (7) is
interpreted to require enrollment of the elderly up to 60% of membership (no
matter what percentage of the community they constitute), the high rate of
utilization by the elderly would soon absorb an excessive proportion of the avail-
able capacity of the facilities and services of a community-based comprehensive
health care organization. Furthermore, an unbalanced medical practice is less
attractive to physicians.

We suggest that Section 1876(b) (7), page 442, line 1, should be amended to
read : -.

"(7) Has an open enrollment period of at least every yeaT under which, con.

4c sistent with maintaining a membership that represents a, cross-section of the
population in the area served by the HMO, it accepts eligible persons (defined
under subsection (d)) without underwriting restrictions In toe order in whkh
they apply for enrollment to the limit of its capacity' (unless to do so w0uld result
in failure to meet the requirement of paragraph (5))."

(S) Evaluation of Pertormanoe
A variety of types of health care organizations are likely to elect reimburse

ment under the RMO option. For example, not only group practice prepayment
plan, but individual practice prepayment plans such as the Foundation for Medi-
cal Care of San Joaquin County, are likely participants, in addition to other new
forms of Organization. We believe it wouldbe highly valuable to meas&r the per-
formance of various categories oL' type of healthw'e organizations over the
course of a numbet of years operation uder the HMO option. Draluatoa should
also copire HM's with other metds of providing health care.

We suggest that A.R; 1 be amended to add a'new section, 1 o7(k), aitlage
446, between lines 18 and 19, to read as follows:



"(k) The Secretary shall periodically evaluate the performance of health
maintenance organizations as compakedito other sources of health care services
and shal separately evaluate group practice prepayment plans, individual prac-
tice prepayment plans and other distinct categories of health maintenance or-
ganizations. Each such category shall be defined by the Secretary In regulations."

In this connection, while we strongly believe comparative evaluation Is esen.
tial, we suggest that It will be necessary to proceed with a measure of caution.
Because health care has-been predominantly characterized 'by a distinct lack of
organization, the tools of comparative analy~ls are not fully developed. Thus, for
example, determinations related to whether health service. are received "appro-
priately" (Section 1876(b) (6) will be difficult to niake. And, we know of no
standard under which "promptness" could be divorced from the overall concept
of "appropriateness" of medical care (Section 1876(b) (6)).

It Is of Paramount importance that the rate basis for reimbursement of health
malntenant6 organizations as provided in the H~use version of the bill be re-
tained. Oonverslon to a cost basis wold make this legislation meaningless. The
House versidii avoids excessive retention by providing that any excess retention
must be repaid unless it s used on behalf of Medicare beneficiaries either to pro-
vide additional benefits or to reduce the rates they pay to the health maintenance
organization.

Consideration should be given to removing the limitation that health maln-
tenance organizations cali receive only 96% of the cost of covered services If such
services were furnished by other than health maintenance organization& The
intent should be to compare various systems of delivering health care services
for the purpose of determining the approach that can provide the best'ipakage
of services for Medicare beneficiaries at the least cost The answer to this quest
tion will be prejudiced if health maintenance organizations ar6 compelled to start
with a 5% competitive disadvantage6

Concluding out remarks with respect to the' HMO provisions, Mr. Chairnihn,
we fully appreciate the caution expressed by this Committee when It reported
H.IL 17550 in 1970, that the Interests of Medicare beneficiaries and the Integrity
of the trust funds be well protected We would point out that the broad authority
contained in Section 1816(1) to closely regulate the terms Ol and performance
under contracts with health maintenance organizations seems well designed to
achieve that objective. It is important that surlie.t flexibility be left in the
law to allow room for the innovation which is vitally necessary to the Improve-
mept of health care in this country. For the long run, that objective should*
be given a very high priority.

GAT&5TROI'HI fl.LNs fl19U3o4210

We understand that you plan to Introduce your catastrophic illness insurance
proposal as an amendment to H.R. 1. We appreciate your interest In protecting
peOple against catastrophic health 6osts, but we have some concern with regard
to the details of this proposal.
. We believe that enactment of catastrophic illness insuraie wlth0Ut provielon

for comprehensive bksi! coverage would bring additional inflationary pressures
on health care costs and would tend to divert health care resources from pri.
mary care and noninstitutlonal care toward increased emphasis on institutional
care and esoteric health servics We are alsoc6ncerned about the impact of
teiS proposal on low income workers because its deductible and co-insurance
features *Ould create significant barriers to medical ,care for such persons and
would result in a subsidy to middle and upper Income families. which would be
paid by poor families.

Oatastrophic illness insurance also raises special probelms fordirect-servite,
group practie prepayment plnm such as the. Kaiser-Permanente Medical Care

Thp ..members of a compare ve plan that enpaases preventive and
outpatient e"Ices will receive less benefits from a mandatory, tax:supported
cWtrophe Lnsrance progrA beethey Will use les hospitalization. Fur
thermo re,# 1IjeseryIW pai th#t provides comprehensive physila" serve
has 41OCulty In ntegrtung Its coverage _ dollar Yedpctbl ( such as 42,
r ch plans a. .thqir members would hUve,toe X'sbetantial administrative
costs iii order fpri out physicians' services to determine W th or ot mere-

~bSgha met'the $%00 de4ucibe ruft iiore, ltI~ gfe wopkrqeast
thetmtf feffreersc tod.
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These problems can be met in a manner which results in equitable treatment
for the members of such plans, encourages such plans and their providers to con-
tinue to implement cost savings characteristics, and produces substantial savings
In administrative costs, by authorizing per capita payments to such plans on be-
half of their members.

The following amendment which would authorize the Secretary to make per
capita payments to such organizations is submitted for your consideration:

'4Section 2004(a) (4). In the case of organizations which provide or arrange
comprehensive health care services for a defined population, the Secretary hall
authorize per capita payments to such organizations on behalf of eligible individ-
uals enrolled in such organizations. A combinedlper capita payment may be made
to such organizations for the services set forth in subsections 2004(a) (2) and
2004(a) (8), which are provided or arrarged by such organizations. Such per
capita payments shall equal the average payments made on behalf of eligible
individuals residing in the general geographic area served by such an organization
and shall be based upon the undertaking by such organizations to provide or
arrange services to eligible individuals enrolled in such organizations and shall
not be based upon specific services rendered to each eligible'individual."

P3OFIS[ONAL STANDAaDS REVIEW

We would Hke -to comment briefly on the professional standards review provi-
sions that we understand Senator Bennett will offer as an amendment to H.R. 1.
We ure pleased that this amendment has been modified to help assure more
equitable treatment for physicians who are not engaged in traditional fee-for-
service practice. However, we are still concerned that professional standards re-
view 'organizations may, for various reasons, not apply their standards in a
sound or objective manner to group practice prepayment plans.

Substantial cots resulting from duplication of functions could be avoided If
the Secretary were authorized th waive review and control activities required
under this amendment if he finds, on the basis of substantial evidence, that a
health maintenance organization is effectively performing such review and con-
trol activities.

We believe that Sec. 1170 of the proposed amendment is in conflict with the
hearth maintenance organization provisions of H.R. 1. Potentially this approach
could establish professional standards review organizations as the sole Insurers
of health tare in the geographical areas they serve. We believe that diverse
approaches should be permitted and encouraged.

We would like to suggest one specific Omendment to See. 1156(b) (1) which
would help to assure equitable treatment f organized health care systems:

"(1) the types and extent of the health care services wVich, taking ito account
dieriing, but acceptable, mnodes of treqtnent on metho# of organ#Mg andde-
liver(ig oare, are considered WIthin the range of appropriate treatment of such
illness or health condition, consistent with profesg1bnally recognised dand accepted
patterns of care;".

We look forward to the results of yo0r Committee's deliberations on'. I..-1.
Vory~trul* yours

KAxsz= FOUNDATION HEALTH PLA., INC.,
By RomiT J. EazoxsoN, 0omel.

THN PHrsTIous FOauM, INC.,
sNew York, N.Y., February 15, 191*."Sedtor RitsffiM Lo6, M : . .

Ohalrmaos, Senate PRusaao (ompnittee, U.S. Sexate Ofoe Building,
Waelington, D.O.

IDuaB SZNATOR L*NG A Dr=xomusm MEmmus: The' Physicians Forum, a
iratopaorgahv~tionrepeseningpragticlw, 'physcians conc~ted*lhcb

lug the system ot distribution of medical ear in the Onited fttes, r te t
it wa ,not give tie opportunity to nt iteews on 8114% diretly- tyour,

tt e H.Olen, of t 1s we wih to have,* tles e v s neorporated In the

W+  th t abill dealing with the health ; thb t to ni p em.
th ee for feeaiato welfare =e4; Wich bened to6 pr(Wide

Th.173 ~ 6--U
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sufficient income for adequate food, clothing and shelter. The base of $2400 for
a family of four is far below the subsistence level.

We welcome the inclusion of the disabled In the Medicare program. However,
the inclusion and increase of coinsurance and deductible requirements in this
program is retrogressive and can only serve to limit the availability of medical
services to those who can least afford to pay for them.

Likewise, permitting the States to reduce the scope of care by eliminating
outpatient drugs, eye glasses, etc., is indefensible In anything but monetary terms.

The need for long term care is not met by any of the bill's provisions and can
only serve to worsen the predicament of the chronically ill.

Eliminating social services under medicare from extended care facilities is
cruel and indefensible. Patients In such facilities need -all the supportive services
that can be provided in order to maintain them in a state of dignity. Anything
less is degrading. Similarly, to allow nursing homes to function without a single
registered nurse, even in rural areas, degenerates the term "nursing home".
What kind of a place is a nursing home without a nurse?

And-finally we view with great concern the possibility that your Committee
is preparing to recommend catastrophic illness coverage as an addition to HR-1.

Such plans are designed to protect middle to upper income level groups but
deny protection to those who are poor.

We hope you will give serious heed to our objections to HR-1 as it currently
stands, so that needed changes will be made that begin to provide adequate
medical care to the poor and near-poor of this Nation.

Sincerely,
VioTom W. SwL, M.D.,

Ohairman.
PAUL W. SnZA1, M.D.,

Former Ohairman.

STATEMENT or GODON R. MzYERHoFF, M.D., LoNo ISLAND, N.Y.

A OAPSULE ON PEER uZV=W

The current basis of physicians selling peer review to physicians is that if
we don't police ourselves government will police us It is further pointed out
that we can do it benignly to each other as an educational procedure. The re-
view process thereby even improving our own ability to care for our patients.

In actual practice, all those already engaging In it acknowledge that it turns
into a punitive pro s for those who do not measure up. That it has to be such
is obvious if one approaches it with the view of a mature person.

Fot a mature person even enforced education is punitive. A mature person
is always and continuously self-educatin,. It behooves society, for Its overall,
long-term benefit, to structure itself on the basis 'of mature relationships be-
tween its* members. This serves both as instruction for the young in the mature
ways and as soil in which maturity for its adults can thrive.. Much as good soil also allows for some weeds to grow, the freedom and lib-
erty required for maturity will allow at times a lack of supervision for the im-
mature and license for the delinquent and incompetent. Except for obvious gross
unethical and incompetent practices, it is one of the costs that society Ua gladly
willing to pay for the overwhelming benefit of an encouraging, free; maturity-
cultivating interrelationship among its members. The alternative is the demoral-
ising Imposition of a police state.

Such an insuring of professional freedom is the counterpart of what we
sacredly guard in law as "innocent till proven guilty." There our structure of
"due process" is a much more freedom preserving mechanism than a criminal
catching device. There we have for centuries now recognized the far greater
value to ourselves to have our formal structure of society geared to preserving
freedom, which may at times, have us 8affering being ea'osed to criminals at
large, than to subject ourseivei continually, to the crushing structure of a regi-
mented, police state.

Th6, current pinch of economics is tndIng to make us f6rget that we haye
also evolved this wisdom, fol centuries now, insuring for profeqional free-

o We must always remind ourselves, and-thereby exerciie'our oWn maturity,
t the few d#A- that freedom costs has, for centuries now, provided the

b&*0Jbuy an9 of vi hAe ' ado.



PHmAMCZUTOL MJLUZAOTUBES AssocuTioN,
Wasthton, D.O.

Hon Russzu, B. LoNo,
Ohairman, Senate Pinansoe Oommittee, U.S. S eate, Old Senate Ofoe BnUding,

W*Ashngton, D.O.
Draa SZvAToa LONG: The purpose of this letter is to outline the position of

the Pharmaceutical Manufacturers Association on certain proposals currently
pending before the Senate Finance Committee.

These proposals include S. 936, 92nd Congress, a bill introduced by Senator
Joseph M. Montoya and other co-sponsors, and Amendment 824 to H. R. I intro-
duced by Senator Abraham A. Ribicoff. As we understand it, the testimony and
statements received by the Senate Finance Committee on these measures will be
considered when H. IL I is discussed In Executive Session.

These measures are similar In most respects. They would extend Medicare
benefit coverage to include out-of-hospital prescription drugs with a $1 co-payment
requirement on each prescription to be paid by the patient. Both measures
would establish a Federal Formulary Committee and both would authorize the
use of a restrictive Federal Formulary coupled with a pricing mechanism based
on maximum allowable costs for drugs listed by the Committee.

The Pharmaceutical Manufacturers Association is a voluntary, nonprofit trade
association composed of some 115 companies engaged in the research, develop-
ment and production of prescription medicines. Our member firms account for ap-
proximately 96% of these products made and sold In the United States.

The Innovative efforts of our members are primarily responsible for making
available the great number of new life-saving and life-sustaining medicines that
have proven valuable to medicine during the past 80 years.

These companies have research laboratories, manufacturing plants and other
facilities in nearly all of the 50 states and employ more than 130,000 workers, in-
cluding a high percentage of scientists and researchers. They have an annual
payroll of more than $1 billion and pay taxes 9f approximately $700 million an-
nually to Federal. State and local governments

Our member companies vary greatly In sJ Many have annual sales of less
than $200,000, while others have sales of )0 million or more Approximately
one-half of the PMA member companies would qualify as "small business" as
that term Is defined by the Small Business Administration.

Our Association appeared before the Senate Finance Committee in 1967 and
1970 to testify on proposals similar to the subject bills. In light of our two prior
appearances, we felt It apropitate to submit our views by letter to you as Chair-
man, with copies to all Committee member Our position today Is essentially the
same as spelled out in our earlier testimony, however, we believe the arguments
we presented then, in support of our position, have even greater validity today.

Before restating our views on the pending legislation, we would like to outline
our position on the philosophy which attends the use of the Social Security system
to provide out-of-hospital drug benefits to Medicare beneficiaries. The phar-
maceutical manufacturing industry does not oppose using the instrumentalitles
of the Federal Government or the Social Security system to make health care
more broadly available. What we have always maintained Is that whatever drug
or other health benefits Congress decides are necessary for the well being of
our aged population, should ' not bring in Its wake, lesser quality or utility than
are available to other Segments of our population.

9C0Pl OF T=E PROBLEM AND PO5BT ALTflNATN

Recently published data reflects that the approach offered In the Montoya and
Ribicoff prposals is not the most practical, economical or efficient method of
helping the elderly meet necessary expenditures for prescription drugs. In our
opinion, the approach in these proposals exceeds the requirements of the aged for
assistance. 

I •

It is clear that the elderly, as a group, require a significantly larger number of
prescription medications than any other age group.' In 1971, preliminary Social
Security Arpirl tratlon figures Indicate that the aging spent $52.49 per capita
on outpatient prescription drugs--?nearly four times the rate for, the under45
grop,
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Nevertheless, it is also apparent that the great majority of the aging can manage
the cost of their medications, because they are fortunate enough not to Incur the
major prescription expenses that are such a burden to a few.

The pharmaceutical Industr believes that the rational, effective and administra-
tively sound way to meet the prescription needs of the elderly is to construct a
program that Is keyed to the medco considerations involved. Doing that, In
ou judgment requires that the prescription drug system become an integral part
of the medical benefits program, together with 08 deductible features.

That would mean adding the prescription benefit program to the overall
scheme, ip a manner that makes clear the contextual relationship that in fact
exists between medical and pharmaceutical services In every well-established
majoremedical plan now oered In the private sector. In short, any new Medicare
prescription drug coverage benefit should be part of the overall program in a fully
intemrted se .

We kpow that every experienced nation has found it wise to require all but
the medically indigent to pay something toward the cost of their prescription
drug, and we believe that a flat payment shoud be employed in any American
plan. As for record-keeping, we would observe that the Medicare Part B system,
now in Its seventh year of full operation, has worked reasonably well; we can
see no reason why'the addition of pharmaceutical benefits, handled by the
nation's 5,000 pharmacies would not also work well, with sufficient lead time.

An additional approach to minimizing costs is that of utilization review com-
bined with better sources of information for prescribers on comparative drug
costs. In that way cost, as well as quality, may enter into the physician's choice
of medication. Some modest utilization review mechanism would seem desirable
to apply constraints to over-use, since there might be a tendency to increase usage
because a partial reimbursement plan had become available.

TIM UrMITMAON OF A NATIONAL IMULARY

Proponents of a national formulary have placed great reliance on its alleged
ability to solve problems associated with the reimbursement of prescribed drugs,
rational drug use and governmental economies in drug programs. What they
overlook is he fit that the operation of a hospital formulary ii very unlike
any proposed national out-patient formulary. They fail to recognize that hospital
pharmacy stocks are selected by a committee of physicians and pharmacists
who practice In that hospital; and that the hospital formulary committee, of Its
own personal knowledge, Is aware of the preferences of the hospital physicians
and of the quality differences among the so-called chemical eaqvalent The
committee also knows what products are available, the reliability of their sources
and what products are stocked In the hospital pharmacy.

Importantly the hospital formulary reflects the opinions and desires of the
prescribing doctors themselves. It considers price, but It does not do so at the
expense of quality. A final major distinction is the fact that under a hospital
formulary, physicians are free to veto the purchase of drugs manufactured by
firms 6f uncertain or unknown reputation and they may, whenever 'their judg-
ment dictates, prescribe non-formulary products.

By ebmplrlson i the proposed natloi.l formulary would give the Individual
doctor no effective voice In te decision to exclude certain medicationa. Similarly
It would not give him the opportuntly to prescribe nonformulary :drugs without
Imposing an economic penalty on the patientwhom the program is supposed to
help. In brief It restricts prescribing to medicines listed by the formulary
omanittee and perpetuates the myth that the lower priced product is equivalent

In quality and activity. to all others on the market Such A practice, clearly would
tend to lower standards, ;*Ing inn9va~on, and rewarding the less conscien-
tious producers.

Recent critical review, of governmental use, of out-of-hospital gormularies In-
dicates that they have been tried and found wAnting In a number of stateL. They
are simply. not prodpolng the results, that their supporters thought tey woul.
Newly issuedIftV anwfedica guidelines for state administrators of TltAe XIX
programs io c"utior against the Use of highly restrictive formularea

.tudles comparing the results of'state drug *e re przo a ut esti-
ing formularies, open formularles, and no form larei suggest tht the n t
suc and economical programs are those without restrictive formularleb.
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They also show that the ratio of administrative costs to total medical care cost
under Medicaid is significantly lower for the nonrestrictive states.

A similar conclusion emerges from a study of foreign programs Italy, one of
the member nations of the Common Market, has the most rigid system of price
control for the reimbursement of drugs under social security programs. None-
theless, it also has the highest drug prices. On the other hand, Germany, a Com-
mon Market country without control on manufacturers' prices, but with an effec-
tive system of utilization review, has the lowest prices.

PRI CONTROLS;--A DETRIMENT TO COMPETITION

The Montoya and Ribicoff proposals would establish a method of reimburse-
ment for dispensing pharmacists based on a "maximum allowable cost" for each
drug listed in the formulary. This cost would be the "acquisition cost" deter-
mined by the Committee plus a reasonable dispensing fee, or the actual, usual or
customary charge at which the dispenser sells the product. The formulary com-
mittee, It should be noted, would also list the maximum allowable cost for given
strengths, quantities and dosage forms at which the listed drugs are generally
available for sale to s aing pharmacists.

As a consequence of this sweeping grant of economic power to a small group of
appointed "authorities," a price control system would be established over the
entire drug industry-manufacturers, wholesalers, and retailers. Each would be
faced with fixed price ceilings and a system that would inhibit prompt and flexible
price adjustments to meet changing material, supply, labor or other costs.

But even apart from the manner in which this drastic price control system
would be imposed on the products of this industry, the Montoya and Ribicoff pro-
posals would require the pharmaceutical industry to accept administrative de-
cisions-without any workable right to administrative review or hearings. It
would be bad enough if thepe were temporary controls, but the proposals in ques-
tion call for a permanent system of price fixing. We believe such action is without
precedent in this country. Whatever price controls have been established have
been in wartime or extreme national circumstances. But even then they were only
for temporary periods.

MEDICAL PRACTICE LIMITED BY THE FORMULARY

To continue to provide a high level of medical care, the physician must have the
necessary freedom of choice in making those judgments which his training and
experience tell him are best for his patient. This includes drug selection.

We support the proposition that physicians should seriously consider price in
selecting products as well as any other medically Indicated procedure, device,
service or treatment. But physicians must remain free to make that decision
without substantial Government interference. If the spectrum of drugs avail-
able to physicians can be arbitrarily limited by a federal committee, then every
medical procedure, device, service or treatment is subject to the same limitations.

It is basically self-defeating to restrict the physician's choice of drugs. When
price considerations are applied vigorously, many first and second choice drugs
are not available for patient treatment, and medical care is prolonged unieces-
sary because of the use of less preferred and less effective drugs.

THN FALLACY OF TIM 5-CALLED GNznC EQUIVAIENCE ASSUMPTION

The center piece of the Montoya-Riblcoff proposals is an assumption--and It
is no more than an assumptin--that drugs with the same generic name, which
meet USP and NP standards, are chemically and therapeutically equivalent.
There is no support in science for this belief, nor have we found responsible au-
thority in Government or industry making such claims.

Studies by recognized experts have established that chemical equivalent does
pot equate with therapeutic equivalency. They also show, in nearly all the prod-
ucts examined to date, that variations In formulations produce important dif-
ferences in biological activity. The FDA, the Academy of Pharmauceutlca
Sciences of the American PharmaceutM Associltion, the pbartiaoeutical indus.
try, the National Academy of Sciences and many independent investigators have
validated difference in drug products of the same generic name made by difer-
cat manufacturers.
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No one today, no not even the FDA, can hold out any assurance of the equiva-
lence of the same-named generic products. Nor does it appear that anyone will
be able to do so in the foreseeable future.

ADMINISTRATIVE COSTS

Unquestionably, the Federal Government has a legitimate interest in holding
down health care costs for Medicare, or any other federally financed program.
No one would deny that responsibility. However, as we have attempted to develop
in this letter, whatever economies can be effected should not be achieved at the
expense of the aged by skimping on the quality of their health care services. This
is not only false economy, but bad health care as well.

We believe that there are suitable alternatives to S. 93, and Amendment 824;
ways by which federally assisted programs can be structured to reduce costs
without reducing the quality of health care. Both of these proposals, since they
adopt the same approach, inevitably involve high administrative costs because
so many claims would be involved. ]Wen with a nationwide network of electronic
computer equipment, there would be tremendous administrative problems In
dealing with the large number of individual bills and the more than 55,000
pharmacies.

Recalling the dispute that occurred in the 91st Congress over the actual ad-
ministrative costs of the National Formulary and other attendant features, It
would seem clear that additional information is still badly needed. We do not
believe that existing data has sufficiently identified administrative costs, includ-
ing those related to the policing of restrictions requiring physicians and phar-
macists to suppress their professional judgments and select products solely on
the basis of cost.

In conclusion, therefore, the PMA opposes S. 938 and Amendment 824 because:
They would reduce the quality of medical care for Medicare beneficiaries;
They would interfere with the physicians' right to choose what in their

Judgment are the best medications for their patients;
There are suitable alternatives which are more practical economical and

efficient;
The heartstone of these proposals, the assumption of generic equivalence,

cannot be scientifically supported now or in the foreseeable future; and
lastly

There is no sound data base establishing the administrative and other
costs of the proposed program.

It would be appreciated if you would include this letter in the record of the
hearings on H.R. 1.

Sincerely yours, C. JosEP STELR.a

STATzmzNT o KEzI KIM'DSON, PRESIDENT, INTERNATIONAL Socxn OF CLINICAL
LAvBaAToRY TnoOLooxsTs

My name to Keith Knudson, RMT,, Supervisor of Clinlical Laboratories,
Hiawatha Community Hospital, Hiawatha. Kansas I am President of the In-
ternational Society of Clinical Laboratory Technologists, a professional Society
of some 8500 Medical Laboratory personnel staffing Clinical Laboratories
throughout the United States. Our members work in Government Laboratories,
Private Hospitals, and Independent Laboratories, As Medical Laboratory Tech-
nologists -and Technicians, our membership has a great interest in upgrading
the services provided by Clinical Laboratories throughout the United States,
and we are particularly concerned with any legislation which will affect the
operation of such Laboratories.

With the enactment of Medicare legislation In 1966, the Federal Government
bas become involved In prescribing regulations for the qualifications of Labora-
tory personnel as well as the Laboratories. The Clinical Laboratory, Improvement
Adt regulating Laboratories in Interstate Commerce enacted in 1968, also projects
the* Federal Government into the Laboratory field. After Medicare was passed
16n 1968, our Society felt that there were many inequities in the original reguli.
tions Unfortunately there were no available statistics, and experience on which
to assess these inequities There now Ires been adequate opportunity to gain
much needed experience in determining what the short-comings of the existing
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regulations have been, and we now have the opportunity of implementing the
Medicare program with revised regulations that witl be of benefit to the general
public.

Probably more important than the inequities in the regulations has been the
record of inequitable representation and repeated instances of prejudicial con-
duct which can be documented. It is to this matter that we wish to address our.
selves. Section 1123. (a) HR 1, is of special concern in view of the experience
and history of the past six years--we refer to "Program for Determining Qumlifl.
cations for Certain Health Care Personnel". Line 17 through 21 of the bill states
"The Secretary, in carrying out his functions relating to the qualifications for
health care personnel under title XVIII, shall develop (in consultation with
appropriate professional health organizations and State health and licensure
agencies) .... "

We will cite just two recent incidents which point out our concern over this
languag& Our Society is a member of the Intersociety Committee for Health
Laboratory Services which is composed of organizations which represent all
groups involved in the Clinical Laboratory Service. Our Society is also a mem-
ber of the Association of Schools of. the Allied Health Professions. We refer to
these memberships because we wish to emphasize that our organization is known
to all of the professional organizations and government agencies in the labora-
tory field.

In June of 1971, the Secretary of HEW submitted a report on "LAcensure and
Related Health Personnel Credentialling" as required under Section 799A, Pub-
lic Law 91-4519. The report was prepared by the Secretary's licensure Report
Task Force, Mr. Ronald J. Wylie, Chairman. Our Society was not accorded an
opportunity to be present at a meeting called by Mr. Wylie to hear discussions
on this matter. As a result, we could not provide input. Therefore, in our opinion,
the report is not based upon complete information reflecting all views.

Once again In September of 1971, a conference on credentialling was con-
ducted by the Association of Schools of Allied Health Professions under a United
States Government grant. Once again our Society along with such other groups
as the Clinical Chemists, the Microbiologists, and the Bloanalysts, were not given
an opportunity to participate. It Is, therefore, with a real sense of deep concern
that we must point out the inherent dangers in the language "in consultation
with appropriate health organizations and State Health and Licensure Agen.
cies." Who is to select the "appropriate health organizations?"

Since the inception of our Society in 1962, we have been a leading proponent
for career mobility and proficiency examinations. We believe we were the first
Professional Society in the field to advocate levels of laboratory personnel such
as Technologists, Technicians, Directors, etc. We have continually championed
the proposals that competency of performance should be the essential criteria for
Medical Laboratory personnel rather than self serving private organizational
certification. This policy has been met with determined objections of organized
medicine, specifically the American Society o f Clinical Pathologists, and the
American Medical Association. Although it is gratifying to note that many of the
policies which our Society initially proposed as long as 8 to 10 years ago, are now
being adopted by many in the field, we still feel there is a very grave danger that
the same obstructionist groups which have created sky-rocketing costs are being
placed in positions of authority. They are instrumental in making recommenda-
tions for implementation of laboratory services under governmental programs,
and are predominant on all advisory boards.

It is, therefore, with a deep sense of urgency that we ask the Congress of the
United States to enact amendments to the Social Security Act which insure
that there will be a system of review based on equitability, justice, and impar-
tiality. We are aware that a peer review system Is being suggested by other orga.-
nizations, and we heartily endorse such a concept.

Rest assured the primary concern of our Society I to be of greatest service
to the Government, to the field of medicine, to the patient public, to the Labora-
tory Community, as well as to our members. We believe the record of the past
six years will attest to the fact that continuing the policy of having Physician
and Hospital dominated Advisory Boards and Commissions will not only perpetu-
ate the inequities that now exist, but will insure the continuation of high cost.
health care, and that not every American will have the benefit of adequate
health services.
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TESTIMONY o JOAN FOLEY, REPRESENTING THE COMMITTEE ON INCOME
MAINTEXANCE

I am Joan Foley. I speak here today for the Committee on Income Mainte.
nance. We are a Committee of American citizens from all walks of life wbo
are interested in the welfare of the American people as a whole and especially
in the present system of welfare which was created over 30 years ago as a tempo.
rary measure and has not proven successful.

Our Committee has been functioning for the last four years, has held three
conferences, and has been instrumental in having numerous bills introduced
in the House by Congressman William Fitts Ryan and Congressman' Leonard
Farbstein, to wit: H.&. 13025, H.R. 586, H.R. 1634, H.R. 14778, and H.R. 4801.

The provisions which we feel must be Included in a meaningful income mainte,
nance bill have been sent to all members of the House, the Senate, and to the
Governors of every state and have received very favorable reactions from all.
Based on the favorable support we have received, not only from our legislators
but also from the public as a whole, our Committee has adopted the following
resolutions.

RESOLUTION

We believe that the time has come for this nation to end poverty, and realizing
that the present, inhumane welfare system has been a tragic failure for millions
of families, our Committee has resolved:

1. Congress should enact during the present term a meaningful income mainte-
nance law.

I, Such a law should include the following provisions:
(a) Maintenance payments of at least $000 a year for a family of four,

payment of $2,500 for single persons as well as families, including senior
citizens.

(b) Members of a family of an individual should be able to earn up to
$,000 a year on a sliding scale and not forfeit maintenance payments.

(o) Job requirement provisions should not be used to interfere with the
bargaining efforts of a labor organization nor should they undercut the pre-
vailing wage structure in a particular type of employment, nor should they
undercut minimum wage standards.

(d) Under no circumstances should a mother be required to be separated
from her young children or face the prospect of losing maintenance pay-
ment.

(e) Income maintenance legislation should be linked to a good Job-train.
Ing program and to a massive program to provide day care centers.

(f) In the event that a person cannot secure employment in the private
sector of the economy, the federal government should be the "employer of
last resort" .

No more important problem confronts Congress this year than the reform of
the destructive welfare system. The Oommittee on Income Maintenance urges
that income legislation be the first order of business before the current Congress.

Very truly yours,
Mrs. TBm ALTSeLEs,

Mr. FRmzfcx NomRoN,
Vioe-O(Ja a

THE COUNCIL

RES. NO. 644, NOVEMBER 16o 19711

Resolution callingg Upon the Congress to Enact a Meaningful Income
Maintenance Program During the Current Term

By Mr. Weiss, Mrs. Greitzer and Messrs. Silverman, Thompson, Fredland,
Katman, DiBlasi, Clingan, Sadowuk, Haber, Postel, Burden, Sharison and
Mrs. Ryan-

Whereas, The present welfare system has failed in its original purpose of
attempting to Maintain an adequate standard of living for the unemployed and
their families, and is utterly unable to provide a decent standard of living for
the poor and the chronically unemployed; and
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Whereas, It Is inhumane, frequently forcing the separation of families and
subjecting recipients to invasion& of privacy and numerous other indignities;
and

Whereas, It does not address the problems of the underemployed, the working
poor and the near poor and falls to confront the overriding question of poverty
itself; and

Whereas, The continued existence of poverty in the United States is morally
repugnant, incompatible with democratic ideals and unnecessary given America's
great wealth and resources: Now, therefore, be It

1leolved, That the Coumcil of The City of New York calls upon the Congress
of the United States to commit itself positively to ending poverty in the United
States by enacting a meaningful income maintenance program during the current
term; and be it further

Resolved, That such a program shall Include the following provisions:
1. An income floor of at least $4,000 per year for each family of four;
2. Payment for single persons as well as families;
3. Incentive pay on a sliding scale permitting a family of four to work without

losing benefits under this program, until the total family income reaches $8,000
per year;

4. Classification of all benefits under this program and the conformance, with
due process, of all administrative procedures relating to benefits;

5. No job requirements should (a) interfere with the rights or bargaining po-
sition of any labor organization or (b) undercut any prevailing wage rate in the
particular Industry or occupation;

8. Any Job requirement should guarantee each beneficiary any rights granted
to or held by any other worker in the particular industry or occupation, includ-
ing, but not limited to, social security, unemployment compensation, union rep-
resentation and collective bargaining, severance pay and seniority;

7. No Job requiremet should force the separation of a mother from her young
children by threatening her with the loss of maintenance payments; and be it
further

Resolved, That any income maintenance legislation be linked to:
1. Adoption as public policy the theory of the Federal government as the

"employer of last resort," guaranteeing the right to a meaningful and productive
Job to any individual willing and able to work who cannot secure such employ-
ment in the private sector;

2. The provision of a massive and free program of vocational training and
day care centers for all those desiring these services; and be it further

Resolved, That copies of this resolution be transmitted immediately to the
President of the United States and the officers, floor leaders, appropriate coin-
mittee chairmen and New York City members of each howe of the Congress.

Referred to the Committee on Finance.

Kzuna InsURwiZ,
1511 K SmTr NW.,

WahMhtgtoi D.O.
Dma SENATE FxNAqCE Couminrs MEmBER: We do not believe S. 1876 is an

appropriate compromise between those interests which favor nationalization of
the health insurance industry in America and those who favor minimal change.

In our opinion 8. 1876 has two defects in its present form. S. 1876 does not
allow for existing health financing systems. First, it finances catastrophic
health care for everyone, whether or not a person can afford to purchase the
coverage in- existing private markets. The situation with regard to catastrophic
health care is different from the situation which existed when Medicare was en-
acted. At that time, coverage for illness was difficult to obtain if one was el-
derly, whether a person could afford coverage or not. However, today, anyone
who can afford catastrophic health and accident coverage, can purchase it.

The second defect Is that S. 1878 does not allow for existing casualty Insur-
ance systems. A principle which has been central to America's economic life
Is that those who engage in an activity should shoulder the costs of that ac-
tivity-if they can afford to do so. S. 1876 would have the government and tax-
payers pay for all Illnesses and injuries, regardless of source. Where guaranteed
medical benefits already exist for illnesses and accidents arising from distinct
activities, those benefits should pay medical bills. Otherwise, the costs of these
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activities are obscured and the social and economic pressures for a safe work-
place and highway safety, for example, would quickly dissipate.

We hope that whatever legislation you support, you would seriously consider
these comments.

Cordially,
STzEN H. LzsNzzx,

Washington Manager, Corporate Relations.

COMMENTS BY KEMPE1 INSURANCE ON S. 1376--AMNDMZNT TO H.R. 1
1. Catastrophic Illness Insurance is the first step In total nationalization of

the health insurance field:
(a) It contains no controls to prevent reduction of hospitalization and medi-

cal care deductibles in ensuing years.
(b) Will superimpose a government operated and financed mechanism on exist-

ing private programs.
(o) Government should provide insurance only (a) if no coverage Is available

in private market or (b) to those people who either cannot afford private insure.
ance or do not have access to it.

2. Further fragmentation of health care delivery and financing systems:
(a) Will create duplicative and conflicting administrative systems between the

private insurance industry and Social Security System. For example, private
insurance would administer basic benefits system, Social Security would ad-
minister catastrophic system with a good possibility of the private carriers also
reimbursing the deductibles and co-insurance amounts. This would create a mate
of red tape for hospitals, doctors and administrators.

(b) Diverts attention from a national goal of a coordinated comprehensive
approach to ambulatory and preventive care through an integrated system of in-
tensive manpower development, community health planning with coordinated
private-government health care financing.

(o) Will remove economic restraints on excessive health care. This will com-
pound the problem of rising medical and hospitalization costs due to newly
created demands on specialized high cost services.

3. Conflicts with casualty insurance systems:
(a) Role of insurers as providers of total trauma care management for auto-

mobile insurance and workmen's compensation system cease to exist to its present
extent.

(b) Would end a set of financing systems organized that allocate the costs of
injuries and illnesses arising from specialized activities to those activities-
such as industrial accidents and illness through the workmen's compensation
system, and auto injuries through auto insurance.

(o) The American Mutual Insurance Alliance Automobile Guaranteed No-
Fault Protection Plan with $50,000 no-fault medical care coverage would pro-
vide adequate medical coverage for 99.9% of all injured in auto accidents. Also,
in nearly all states full medical benefits are provided by workmen's compensation.
Catastrophic Illness Amendment doesn't contemplate payment of these benefits

NATIONAL HEALTH INSURANCE

I. Two basic issues:
A. Improving healthcare in America.
B. Financing healthcare:

1. Government should provide financing only for the poor and medically
indigent. Others should pay their own way.

2. Private sector is the most efficient and economical vehicle for financing.
8. Providers of care should be encouraged to operate economically.
4. The financing of medical care for injuries arising out of special circum.-

stances should be handled separately.
II. The importance of improving the organization and capacity of the health-

care delivery system before restructuring the financing mechanism:
A. Avoid added inflation.
B. Prevent further mal-distribution.
0. Avert disillusionment of public.
D. Forestall another Medicare fiasco.
II. The importance of phasing-in increased benefits:
A. Facilitate effective management of the program.
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B. Minimize the potential of encountering the pitfalls of II A, B, 0 and D.
C. Make improvements available to the public as soon as feasible.
D. Effect a gradual increase in taxes and cost to employers.
IV. Why workmen's compensation and automobile insurance should be primary:
A. Medical costs of Industrial injuries should be borne by the industrial com-

riuhity and not by the taxpayers.
B. Workmen's compensation is an efficient financing mechanism.
0. Almost all states have full medical coverage for employees Injured on the

Job.
D. The federal government is now studying workmen's compensation. We

should await findings and recommendations before Integrating WC into a national
health insurance program.

D. Present approach maintains pressure and stimulates incentive for proved
ing safe working conditions for employees and for safe driving by motorist&

F. Costs of automobile accident injuries should be borne by those who derive
the primary benefits of the travel which causes them.

G. It would be socially undesirable to "bury" the horrendous costs of automo-
bile accidents. These should be kept in the forefront.

H. If automobile and WD were made excess, states would lose substantial
income now received from premium taxes

I. If automobile and WC were made excess, considerable new competition for
health Insurance could be expected. This would throw the health insurance
market Into a turmoil.

3. Keeping WC and automobile insurance separate reduces the cost of national
health insurance.

V. Weaknesses of catastrophic programs:
A. Increase demands on delivery system without improving it.
B. Further fragmentation of the delivery system.
C. Likelihood that the benefits of the program and, therefore, the costs will

rapidly increase as has been the case with social security.
-VI. Disadvantages of federal regulation:
A. Unnecessary replacement of state regulation which is established and work-

ing well.
B. If federal government regulates at all, t should only be over that portion

utilizing public funds. Even there, state authorities should administer using
federal standards.

0. Unustmly and unnecessarily expensive to duplicate state regulatory system.
D. Stifling effect of federal regulation on competition.

JOINT COMMIT= oN Aromxo Ewxuo,
Walhington, D.C.

Hon. RusseLL LONG,
Ohairman, Senate Finance Oommittee, New Senate 00oe Building, Walhisgton,

D.O.
DEA& Sx ATO: I thought I ought to call to your attention the enclosed corre-

spondence which I received from Wade C. Johnson, Executive Director of the
Hospital Association of Rhode Island, in opposition to the proposed Bennett
amendment to H.R. 1.

I would appreciate it very much If you could make this letter a part of your
record on this bill and call it to the attention of the other Committee members.

With best wishes, I am,
Sincerely yours,

JOnN 0. PAsTomr, U.S. Senator.

Ho8rnAL AsSOOIATION OF RHODS ISLAND,

Hon. JoHN 0. PAsToar,
Neow Senate Ofle. Budlang,
Waehgeto^, D.O.

DrAa SsNATOR Pxsraz: Senator Wallace Bennett has proposed an amend-
ment to H.R 1-Social Security Amendments for 1971. Senator Bennett's amend.
ment, as we understand it, would take the responsibility for health care quality -

control and utilization review out of the hospital and Its medical staff and place
It, improperly, with the county medical society. In November, 1970, we wrote to
you expressing our concerns with and opposition to Senator Bennett's amendment
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It is our understanding that the Senate Finance Committee. which is presently
considering H.R. I (about which we wrote you in February), has tentatively
voted in favor ok Senator Bennett's amendment. The final vote, within the Com-
mittee, on the entire piece of legislation is expected within the new few weeks.

We continue to be concerned about the Bennett amendment which would es-
tablish Professional Standards Review Organization (PSRO) outside of the
hospital to mouitor the quality of care and utilization of resotue within the
hospital.

Placing quality and utilization review in the hands of local medical societies
bypasses the medical staffs of hospitals. Local medical societies have no ex-
perience in the delivery of health care and only a team approach involving hos-
pital trustees, medical personnel, administrators and trustees can achieve the
desired results.

In this regard It Is important to note that the hospital medical staff concept
of utilization review has as its objective optimal utilization, not overutilization
and not underutilization, of oqtal facilities and resources.

Thus It cannot be separated from a complete medial audit of the-care the pa-
tient receives, which Is a medical staff function by peer review. It simultaneously
evaluates utilization of facilities and services and identifies problem areas re-
quiring planning for and services based on patient needs and use. From It evolves
our continuing education program for the medical staff, including the family
practitioner in the community, which has the goal of continually improving
patient care. Utilization review also acts as a management tool for evaluating
policy as It affects patient care.

Iq addition, the amendment raises serious questions with regard to the legal
responsibility which boards of trustees of hospitals have for patient care. Re-
moval of legal liability for actions taken by PSROs would simply mean the
PSRO's norms would likely become federal standards for malpractice. Such
standards or norms could become absolute rather than guides and, thus inhibit
innovation and change in patterns of patient care.

Even the courts have recognized that the governing authority of the individ,
ual institution has ultimate responsibility for patient care-responsibility which
cannot be delegated to any outside agent.

All hospitals in Rhode Island have established utilization review committees
to help assure that costly hospital beds are used only by those patients who
could not be treated adequately elsewhere. Utilization review enables a commit-
tee of physicians to examine the admission and length of stay of patients and
thereby oversees the utilization of hospital beds and services.

The voluntary, short-term general hospitals in Rhode Island participate in
PAS (Professional Activities Studies), a computerized system of summarizing
all medical records of utilization review and quality appraisal.

According to the latest statistics available, for the twelve-month period ending
June 80, 1971, Rhode Island's short-term general hospitals collectively had re-
duced the average length of hospitalization by one-tenth day, when compared
with-'the national average for hospitals of comparable size.In a two one-half year period, from January 1, 1969 to June 80, 1971, hospitals
in the state had reduced the average length of stay b one-half day, proving that
the hospitals had taken enormous strides in improving their utilization through
internal attention to length of stay.

Various forms of utilization review In Rhode Irland's hospitals are now
shortening hospital stays throughout the state and saving money for individual
patients and third-party payers. A net reduction of one-half day in overall hospi-
tal stays in the state has meant a potential savings of nearly $3 million to health
care purchasers.

A check by the Hospital Association with those hospitals in the state who have
exhibited the greatest reduction in length of say during the last twQ and one-
half year$ has shown that stepped-up and iore extensive efforts have been taken
by utilization review committees in those hospitals.

It Is our opinion that-the fine work undertaken voluntarily by the hospitals in
Rhode Island regarding quality control and utilization review will be minime~l
if PRSO's are mandated by law. '

We urge that P8RO's be permitted as experiments in those locales where such
a system might-prove effective. In this way the PMRO concept can be tested as to
its! viability and effectlvenss -.
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As we Indicated during our recent visit to Washington, it is the very strong
opinion of the Hospital Association of Rhode Island and its member hospitals
that passage of the Bennett amendment as it is presently written would be dele-
terious to the delivery of health care to all Rhode Islanders We understand that
the Rhode Island Medical Society is also opposed to the Bennett amendment.

Sincerely, 0AnE 0. JOHNSON, .8eoutiv Director.

U.S. SENATE,
COMmI ON FP, IINA

Washington, D.O.
Hon. RussE.LL B. LoNG,
Senate Finance Committee
Senate O11e Building
Washington, D.O.

DEAR SENATORSJ I have received the enclosed letter from Mr. Wilbur 3. Schmidt,
Secretary of the Wisconsin Department of Health and Social Services, regarding
certain provisions of Section 507 of H.R. 1. 1 would be most appreciative if you
would arrange to have Mr. Schmidt's letter Inserted in the offclal hearing record
of H.R. 1.

Thank you for your courtesy.Sincerely yours, GAYLORD NELSON, U.S. Senator.

STATE Or WISCONSINt
.DEAwrmNT or H&Hr Am SOOT.M SMvzozs,

Madison, Wis.
Hon. GAYLRD A. NELSoN,
U.S. Senate,
Wahfngton, D.O.

DEa" SzNATOR NLsOlN: We have recently received a copy of the Proposed
Amendments to H.R. 1 In the Senate and wish to share with you our concerns and
recommendations on several areas covered by the amendments.

We have reviewed the summary of Propsed Amendments to Section 507 of
H.R. 1 in the Senate and find It quite comprehensive. There are, however, several
areas that we think should be modified in order to make the transfer of county
and state employees to the federal system more equitable.

One area that concerns us is that separation of income maintenance and social
services has resulted in the arbitrary assignment of some income maintenance
staff to service functions. Some of the former income maintenance staff now in
the social service area prefer to return to income maintenance functions and will
do so when income maintenance positions become available. We recommend that
all public welfare staff, not Just those performing the income maintenance func-
tion, be permitted to transfer to HEW with the special considerations provided In
the bill. Otherwise, some people with a strong income maintenance interest and
competence will be artificially excluded. Expanding the coverage to all public
welfare staff will not likely burden HEW, because many staff will prefer to re-
main In local or state service or to perform social service functions.

We are concerned, too, because the proposed amendments state that ... a
department or agency of the United States may appoint.. ." It would be far more
desirable to say "... a department or agency of the United States must offer and
appoint to perform its authorized functions under this act any individual,.."
It appears in the proposed amendments that the federal government could choose
not to offer employment to some or all income maintenance staff. If that should
happen Income maintenance employees would find themselves unemployed at the
expiration of the ninety day period. The federal government should be required
to offer positions to all income maintenance staff and appoint those who wish
to be employed by the new program.

Another area, credit for prior service, creates a special problem for state su-
pervised, county administered programs. The problem is ". credit shall be
given for service with the state or political subdivision of the state by which the
appointed was employed on the last day of his employment described In para-
graph; (1) (B) prior to his appointment under paragraph (1). We believe that
employees should be given credit for their total uninterrupted service as It is
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not unusual for county and state employees to transfer frm one county to an-
other or move from state to county and county to state employment. These em-
ployees are now covered under a common retirement system and all counties
are under the same merit rule. We believe, then, that It would be far more equit-
able to recognize their total uninterrupted service In a state's public welfare pro-
gram or even, ideally, within public welfare programs anywhere in the country.

The other provisions for the transfer of state and county employees appear
comprehensive and fair. If you can assist In bringing about the changes In the
areas we have specifically stated you will help to provide fair and equitable
treatment of Wisconsin residents currently employed by Wisconsin public wel-
fare agencies and also help insure the success of the federal income maintenance
system.

Sincerely,
WLuB J. SOMID, 6eorrp.0


