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INTRODUCTION

This siiiiiiiina lesclib l Iriefly. in geiIlpIr; tri ,ll.t ' si,.,l i iwant
fe1"at rs I ' t 1 ic f l r i' iolls itof IfI. W 1. tiev Social iitv All eiid i itts
of 19,11 :1S orhdred reported I to Ole Selnate(' by tile (C'onilmitteve iln Fi-
n11IIC'V. Tile, (h'C ih it ilol of Iili or a 1l tcclld iical'amilllnt s in'liided in
the bill h1l" not lie Ev containe'd hlielt ' but will be reflected'(I ill tile text of
tho (Comi ittee bill and will be exid:ainti ill t le (C'•oniittee report
a''COit I)anying I ll bill.
As ordereI'd reported Iby tile ('o0llnitt(e(. II.BI. I represents dwie most

hi1assiYve revision of the Social Secllritv "ls (Congress has ever under-
taken. li' lill b illIw!1l increase beneiiis by S4I7.l6 Illion over tihe vsti-
mated costs if present law %%er continued. The social security cash
benefits a(lonlle ill increase Iw )."V billion il U,"13 ($7.4 billion ill
1971) largely btecaIIISn of the l(1()-perevilt increase ill benefits al)l)roved
b\" the ( 'onllnilt e. Medical rv benefits %%ill rise bI $3 billion 1by 197-1 as
thl('- V rew ograyli for 'ot'piIge' of lie, disabled anud for the provision of
drugs 1becone ef(lle•'tii e.

But perll)ps tile most significant features of tile bill are those seek-
ing to reform tihe Aelfare laws,. Ill addition to ulpgrlading tile level of
benefits for mneedv ohl age. Ibind. and disabled Am•lricans (at an added
cost of $2.2 million ill 1971) thie ('onlmittee )ill offers a bold. new ap-
1)roachl to tile 1)rol demi of inlwreasiiig delwiidemicy timder| thei( program of
Aid to Families Witlh D)ependent (Children. Specifically * v. Wlre the
youngest child in ain AFD )(' family has re'(acheld school age (or- where the
family is headed by a malt') the family would 1O longer be eligible
for Welfare as it is toda. but instead the head of tile family would be
offered a ,.ua ll'lteed job oi)l)ort un it\1. le, or she. wo1ld(I be given an
O)lportnIlity- to becoinle inl(lepel(lentl, tllriougli epililoymemIt and suf-
ficient financial incentives', are p~rov'ided by the bill to en'o||ra/,ge him
or her to prefer e111J)loymlent ill the private economYlv to A ork in the
guaranteed iob. Moreover. linlik, t odav, thle Flederal Government's
incentive to help these families locate suitablf!e jobs % ould be enhanced
because under the ('0om1ittee daln lile entire cost of the employment \
plroram wojild bIe 1I)1r1N w tlhe Fede-,ral governmentt whereas AFDC
costs are shared with the Stateq. 'hll( cost of this new system of ema-
plovient ol)lortlillity is est imated at $4-.L5 billion in 1971-. with vir-
tuall"v all tlie pxpi~ense Inclurred to increase tile income of the poor who

(I)



The Social Security, Medicare, and Medicaid Programs

SOCIAL SECURITY CASH BENEFITS

As passed IN' tile Hlouse, 1.R. 1 would iie'lease SO('ial secuirity cash
I)enelits by b3.9 million in 1973 and $4.3 billion in 1974. A little over
half of this increase is related to the 5-p1ercent across-the-board
benefit increase in tile I louse 1)ill.

The committee e bill would ilcrQieae social security cash heniefit pay-
nmnts by $7.4 billion inl 19 74. The major item of cost relates to the
10 percent beielit increase in the committee e bill, twice the amount of
the increase in the I louse bill.

Another major feature of thle (ommittee bill would provide a special
mininuimui benefit to low-wage N orkel s with long-time attachment to
employment covered under Social security. A retired N orker N ith at
least :30 years of covered employment %%ohlnd he glia raiiteed a eilefit of
at least '200 (if the worker is married, the Couple would receive a
benefit of at least $300).

The individual provisions of the Committee hill are d(lscril)ed below.

1. PROVISIONS OF THE HOUSE BILL CHANGED AND NEW PROVISIONS
ADDED BY THE COMMITTEE

Increase in Social Security Benefits

The committee bill plrovi(es for a general l)-percent increase in
social security benefits in place of the 5-percent increase in the House-
passed bill. 'ITh(, increase would be effective with the benefit checks that
will l)e (delivered .iulv 3.

IItowever, it Seems unlikely that Congress could take final action on
the bill iin time for tile highe-r aniounts to show up in the July checks.
The increase. therefore. will he laid retroactively after the bill is
emacted.

Innder the Committee bill about -27.8 million social security bene-
ficiaries will receive higher benefits and about $4.3 billion in additional
benefits will be paid in 1974 as a result of tle 10 percent benefit in-
crease. The average reti rement benefit would rise from an estimated
$133 to .S147 a month, rather than to $141 as inder the Ilouce bill. The
average benefits for aged couples i would increase from an estimated
$223 to $247 a month, rather than to $234 a month under the IHouse-
passed bill. A worker with maximum earnings crleditable under social
security who retired at age 65 this year would get a nionthly benefit of
$237.80 rather than $216.10 as under l)resent law. If lie an(l his wife
both become entitled to benefits at age 65, they would get $356.70
rather than $324.20 under present law.

The minimum benefit would be increased by 5 percent from $70.40
to $74.00. as in the 1Iou've-passed bill.

(3)
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Spleial l tnelits for plvole age 7% and over ( ho are not insured
for regitlar Ienttit ,,it would • e ill,'i tea..'( " liv , by i t, as il t( le loltse-
Ipsse !I dll, fiotil .4S.3 t0ts .;t for itid vid ials and fronm,' .72.5() to

Special Minimum Benefits

11w 1 loI.se-lm.ssedl lbill would pl1ovide a sociall minimum lenelit of
.5 mnultipliedl lIv the tiuiiiier of l ears in c'ov'ered eml)loyment tlp to
Ilirtv" ears. 1it X Iu%'i tg a 1. enlit (;f at least $•1 mo nt h for n i orker

Wo110 1,Is lwel, evill1lo0 'd for :iv S I nhder soNia I seel Iuit N. v , (rlage. 'I'l•,
('ommitte lt ill •i lI i ~' lltis withI a provision for 'a Spveviial li -
imum leielit ttthfr t l.i l :{einneity program wh(i- '%%o0l(l pr0o-
vide a paltylliit of • )(- I pr mllonlth (S'3() for n coilple) for per.,oos who
have I ,ei emiloh i•,l ill ,ovvredl employmentt for thirty years.
This I , eefit ,l((b1 ,e paid hi as all ntetrtative to tle regular l e',leiits in
,ases' l 'Wi ,ere a Iiglier l eimlit %% 1(1 ri eult.

sl)ecifi'al.h. IlIe (Colonlilltte b)ill o hl0( provide a special tiiii minilul
of $1.0) i,•,. ear for •,ai, \ eat ill C•0•,rd e('iplovliyeuit ill excess of ten
,ears ( for Ipr)po.es of tills .pe'ial miiiniiimum, there %01I( lie nto Credit
for t lie ir.-t tell ve, rs of emllovio'ent ). I lTder this provisions, the new
i higher iiiu1,Iefit l ,iohl0 I cotlie payal)1e to people with 18 or
l1lore wears of evililoyielit : at t hat point. the special minimum bene-

)-ohl Id e more than ttw n'I,,ariiiniauti. A worker with
twenty Nears of villiov'lent in~der social security w (old thus be guar-
antteel a .,Ielefit of at least 10t)' one 1 ithi twenty-five years N•ould be

lart•,uit(,(I at least,1 .it). whi ile one with thirtyv .wa•rsl would receive at
least $.20) a nionthi. Mitu. t MliitII l a Yinits to a tOiil)1' would l),e one, and
oi(,-Italf I hiles' tIlest alnoitllits.

'I'llve le%,l of paim nuets utde r th1(- pre.•"eit lawv. tlie 1 louse li1. and
the ('ommittee (bill al, sho% ii in tle fol lowi hg taflle"

TABLE 1.-COMPARISON OF MONTHLY BENEFITS UNDER PRESENT
LAW, HOUSE BILL, AND COMMITTEE BILL

Retirement benefit for an
individual under-

Average monthly Years of employment Present House Committee
earnings under social security law Bill Bill

$200 20 $128.60 $135.10 $141.50
$200 25 128.60 135.10 150.00
$200 30 or more 128.60 150.00 200.00

$250 20 145.60 152.90 160.20
$250 25 " 145.60 152.90 160.20
$250 30 or more 145.60 152.90 200.00

$300 20 160.90 169.00 177.00
$300 25 160.90 169.00 177.00
$300 30 or more 160.90 169.00 200.00



5

"'ffeetire duh,.-aIarv 1973..V1m111hr of people 11ffirle,,,ld ola miym l. l.: I ion people

2u4, 31 11e1,1144e l Iuiielils ml I l lete'i'l ( 1'Id l an' d $300 Iiiillion inaddlitional I19eis\•mc ~ Iili ~71.

Automatic Increases in Benefits, the Tax Base, and the
Earnings Test

'Tl'lv ('0h31 lii et l ill let(:ils tile i)r sio( ls ill ti't, House bill provi(i-
Illy3 fo" : l nl t i a l ic't'a.t'. ill soeiill I seellr Iit V benefits as ilit Costo~f i' n/ r,.,-t,,. Il'lM,. i nrrt'ea.-'s w\ouldl g() tnt 0 rll'ed •.l':w ,l111111ry \\']h'l-

e'er thie ( onsinllr I' riCt' Ill hex gfoes ip b)y at l'eas 3 )l'(t'i 3percent. o '
thle (oIImIllitt t e tid change tit' Ditthod! of fiinaniing the additional belle-Ills lpaid l de Il lel lil 1t' loillltiv' Invlla''] llisill. Underhq lthe Committee

bill. ilie fill i t'illig Ixo hl p lt direet1v rtialaed t t ile aillolltit of the
additional ellefits and one-hal f (%,hl l)t, proVided from an increase ill
tile tax rate and olle-h:ilf froill an in,'rease ill earnings (prt'sently
$..00() 1110(1 iiii't'tasitng 13 ,$10.,2() toiSgnining .Iannarv 1971 under t1i('
('(31nlihtte' lill) Sul j('ct to tile social .-euritv Iax. I | l(er tile IIotise-
laSt'(d bill. Oi fillal'.-iiiga(. v(r Ill('c i ouhl ilnot !bv relal(ed to tilt, cost
oif ti le tonit ic 'eit'lit Ilereas. t rat lit' 1t) ('1ll/1.[teS in wage rates.
Itider lile I l(31N' lhill. liii ie irest'd benefits m(( litb fillaiived entirely
t lirotgh all inlrea.t it ll t I taxailii %vagi' Ia,'t'.

JL'ffeCe.i/ date.-'he li.'st ,co-t-of-living increase would he possible
for Jlnlllluary 1975.

Increased Benefits for Those Who Delay Retirement Beyond
Age 65

'T'he ('omnmittee bill i'l tidt's tiet provisions in the lHolm.e bill which
would provide for an increase in social security benefits of one percent
for each year a ftelr age (65 that the individual delays his retirement.
IIowe\ er. the committee modified the provision so that the additional
benefit 1ould apply to ler..ons already retired. rather lhan only to
those coining on the social security rolls after tite bill's e(naCtinlent.

I"ffec/;ve di/ie.-•.an1 ar'\. 1973.
.A WmIIbe, of p o/dir? aifei ed and dollar,' ,yumeut.-5 million p)eop)le

XOl(1l get 1c'at l In1 f its on Owit efll'vcti t (date and 11 $180 million ill
adtlit ional I belt'its \woihld lbe paid ill 1971.

Reduction in Waiting Period for Disability Benefits

U7n(der the I louse bill. the present G;-month period throughout which
a person IliUt l)e disaleltld b before lie can be paid disa1lilit- bellefits
%0111(1 lit reduced by one month (to 5 months). Under the C'omnittee

bill, tilh %%aiting period 1%ould ble reduced 2 nolithls to a t11-monthlpetriodl.
A/ftcWie duhe.-.,lnuary 1973.
.Aunb(r o(f pIeOle ,/ffec.// andul dol/,tr pty!111ecnlb.-950.,OOt) bIenefici-

al irs w'mdilti I it'U'hllt' et tit hti ! to Iji iglier I•,Ilpiti ipa1 Illt'htS )il Il ill' efe ti e
dale an:ld 8,,)00)0 adllitional 1)(,ole N would 1 tcoiilr entitled to lt'nefits.
About $25-,) million in addlitional beiefits "ould be. paid ill 1974.
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Benefits for a Child Based on the Earnings Record of a
Grandparent

U'inder tilt' I otise lill. coverage beoul I~e extended to gnralidclihil('tvi
Iot ado-)pt t( I)b" tli.l iraldI parents i" t hwiei paIre'it s iiav, dliee ! anid if tlh
granlclchiilrenl Aem', living with a granndlv)irent at the, time the grand-
palrent qualified for Ib',efits. 'li'l (Comiuittt(e, approved the, I loust'I pro-
visioi buit extended, it to ilistltailces wlt'r, tlit gran llil(l5 paren('itspitlhr are, tJtll\"A disabled or l vdied. andc t~ll, graildelildl is living

Effetiv dac.-Janmry19)73.

Refund of Social Security Tax to Members of Certain Religious
Faiths Opposed to Insurance

[ilde' rl , [ ent law, l members of certain religious sects who have
,.onscitnt iOns objt'ctions to social security ly la'(llasOIt of thelir adherence
to th(, tstal)lishled teaellings of the sect mInay be exempt frolim the social
secun'it " sel f-ell)ploymtnt tax provided they" also waive their eligibility
for social secturity benefits. This exemptioni was written largely to re-
lieve the Old On'der' Amish from having to pay tie(, social securityy tax
wien. because of their religious beliefs. they would never draw ivseial
se('inIitv .bent'hits.

'l'], ('oMnmittte bill vould (extend the ,exemlptioll (by a refundl or
'r(,edit against income taxes at year end) from social securitAv tax('s to

members of the sect who are employeese" covered by tile Social Se-
clurity Act as A0ell as the "self-employed" members of the sect. The
employee would have to file an application for exemption from the
tax and wvaive his eligibility for social security and medicare benefits
just as the self-employed "membelrs must p)rtes('ently do. A.lthbougli a
qualifiedd individual Ai would he exempt from tile tax. llis empl)loyer A oumhi
continued, to (ledlt tile tax from his Ipay and to pay the( employ',er tax.
Later the employee could claim aI refund or' a tax cin',(lit. I loh(ever, tlit
provision specifically provides that there iould b)e nio fo'gig ness of
thme ('m)hloyt'er portion of twe social security tax as tlit' ('ommitttee be-
lieA es this mould create an undesirable situation ill wlliilh an emnl)lov'r,
would have a tax incentive to hire I)eol)l, of one religious In',i ,f in
p)reference to those of othir religious beliefs.

/ffective (date.-,Jauiary 1973.

Sister's and Brother's Benefits

'I'lle ('ommittee bill includes a provision (not contained ill tile Hlouse
bill) to extend social security coverage to dependent .isters and to
del)pendenmt disabled brothers. e

Effective date.-,Jauiary 1973.
.Vu1,nber of lO ple affeeItel a(U dolh/o' paymnent,..--o 00) additional

people would e,1 nomne eligible for benefits on the effective (late and $70
million in additional benefits would be paid in 1974.

Di-aability Benefits for Individuals Who Are Blind

The ('onimmuittee bill includes provisions (niot contaimd( in the House-
passed bill) : (a) making (disability bn'nefits playable to 1)lind! [)prsons
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Who have six qillarters of coverage earned at any tilnie: (h) changing
the de(lhitiolkl of disalhilit" for the hWinl to penlit them to qualifv for
Ie)elefitS regardless of thew eal meity to work and whet her tli ey work:
(e) permit tinli the blind to receive disallilitv Ieellits Ihe'o|(l age (i"
witil hot regard to the retirement te.,,t: ld '(d() e\lilii tile blind
from tilt, lequreiment that disablility" benefits he sspeuldled w hen a
henlefieiair\ refuses witholut good callise to aeept \ov'ationial rehllaili-
tilt 1011.

A/Jeelif'e daleC.--,hla arV 1973.
3 urn ber Of people a(.Jeei'(/ 11( d1(l dollarr ,,lCme1ts.-,0,,.000 ad(ldit ioialI

people \\mild become eligile for i)enehts oil tile ('leet'ive (late and
,,020 million in additional beInefits \\oilhi he paid in 1974.

Issuance of Social Security Numbers and Penalty for Furnishing
False Information to Obtain a Number

The, ('011111littee lfll inelI'hls a vilimilwr of Iprovisionis (not contiainled
il tihe I ollse Ibill) (iellilig with te met11hod of issuling social secr-ity
alecolint ikumui)'rs. llkd(er l,)reseIIt Illa\. iiiiiiil a'rs a1 re iSsletp(l1) appli-
to atiol, oftenl bv mail, lpon the inlividial 's iotioii.

Under a (omInnltttee amendllmelnt. numbers in tihe future g.,-enerally
\would he issued at the t line an inldividlual enters tile school system:
for most p1er.-ois, this would be the first grade. In the case of non-
citizens enitering tile country under, conditions \Ichieh. would permit
them to work, 1nlmfllers wo01(ld be issiled at the time they enter the
colulntrv or in tile case of a person Who may" not legally work at. the
tinm' he is adillitted to tile I'lited States. tile iuiinb(r e 0\6mild( he issued
lit the timie his status changes. Il additioii to t hese general rules. Imm-
hIers would be issued to persons \\ ho do not ha\ e' theim at tile t imne they
applly for beiCefits ullider any federally tiilill•ced progranil.

As a -)rollary to this more ordeal;," system of issuing social security
accollnt ,.u11l1ers. tle committee e l;ill mould l)rov'ide criminal pen-
alties for (1) kno'vingly and willfully l.silig a social security mnm-
ber that was obtained with false information for any purpose, or (2)
using someone else's social security number or other use of a social
security nmuiber to conceal one's tru'ie identity (such as by counterfeit-
in a social rit number) for such Ipllnloses. The penalties pro-
videl would be a fine of pll) to $1.000 or iml)risonment for ill) to one
year or both. These criminal penalties perfect anid improve upon
features of the Iiouse bill relating to false information with respect
to social security numbers.

Treatment of Income From Sale of Certain Literary or
Artistic Items

'l'lw committee e hfill im'liides a provision (not conitainled in tile I louse
bili) to exclude income from sale of certain literary or artistic items
created before age (65 from income for 1liivpo..s o'f determining the
amolint of benefits to be withheld under the social security earnings
test. Under existing law%, sucih income is not counted if tfle literary
work was copyrighted before age (;,. ['ndher tile alendilimeit. the time
of copyright is imHmaterial so long as tilt work wliie l)'roduced the
literarY or artistic item "as performed before age 65.

79-184 0 - 72 - 2
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Underpayments
Thet (,omllllitt(,(, Ibill ipld, ~ C\i ,,iioll (Ilt c'mitain'l ill tile, I lmou o,

bill) Ilhidler which idlditional I,'ativ lt S (I)%v (looI, hiiUriage -01. adop-ti1111) W,,€,u h l N . ad d ed€ to) th iO w s , c lite gzc ries (if p tI-,ns m il s listed ill til e

hlm \VII() III1IV '1,41i ts' lS pIIi' iii ,it "V ( I,1Im,;]1 buit IIpli(I
to i (ht'es,,tI , liefliiarv.

Payments by an Employer to Disability Beneficiaries or to the
Survivor or Estate of a Former Employee

I'nlld,• tllH, I lmu,., bill allmillit.s val-le b%\ 11 •,,1•1 • em ,•,e which ar, lpaidl

after th ' y.eIr (f is hli ,ats l It) his siir% im's m1 Ils ,,('.tate, ih il IN, I•,-1-'l1 e h, ( ;I l'n emwm igt,. 'l'llv b'il,,Iill m iull •, t in lt.• lpi'\ isilam
1() pa•% IllenllS I11:1(h.' 1()disi,, blilil y ini.m ralle, Ibvillivilri,,s. Il'ndhr pr mliX•.-'t

law. uhWages an' cm'• d 11'(I ain4 s..ial :-mitv ta laws IIIut I). lpaid on
thiest. wags but tle, wuges ,.aiimlt In. IlI.(l h1o oteiiiii, eligilbility for
,m' the t' , 1110111 (f sm(iUl v,•.urit\ ' Il' its.

Death 13enefits Where Body Is Unavailable

I noer I ubli, Ia%, 92.223, _ . e.xl,,•, f 0 Ce nwnria'1 services call N.
cmitll!t as fiin' ral Ie •. •eiies for the li'lw •,1)0 of t:li .,cwi l , -,c. itV 11111" i)
SIMI death pavil•ent, mel.n through, thlt- bd•y is unavailable for'burial
mr 'relilatimi. 'I'lle I•,•l'.,oVsI l a pld ies mOl ly ith rles•e•t to dtieh tls aIft(.r
I )eceinI~ n' 0 i . Thell C( 'ow liiit~ teeill '% onIl~ U-) (.I- e r det lis oc 11

after 19 (•0), tlOus spaltinlnig Ow elnttire iperiod otf tile \Vietluainl action.

2. PROVISIONS OF TIlE HOUSE BILl, T1 %T WERE NOT CIIANGEI) BY
THE COMMITTEE

Increase in Widow's and Widower's Insurance Benefits

Ind(her present law. when benefits begin at or after age 6(2 tilw Ibnelit
for a widow (or dependent wildo\wer) is equal to 82/- percent of the
a nliolint tile (oheased \%orker \w'ouldl t hae received if hnis 1 eiefit had
started when lie was age 6(;. . ikow can get a b-eneit at age O;() re-
duceed to take accounit of the additional .2 \eliis iln which she would
be get,t ing belnelits.

N01ot tilt, llutst, .bill and li ('• 'he i tt , bill )11 01( l)Ir p oide 1• enelits
for a \%idow equal to the l)enefit her deceased husband 0o(ld hiale
received if lie N'ere still living. 1Under the bill, a widow whose benefits
start at age 65. or after. would receive either 100 percent of her de-
'easedl lhusbandl's pr-imIa Iv. insurance:, amount (the amount lie wouldd
have been entitled to receive if he l1,it' gan lis retiren, nnt at age 65) or,
if his benefits lbeg-an before ageov 63. an aniount equal to the reduced
benelit iht would have been receiving if he were ali ke.

I'nlder tlie b1ill, the bellefit for a \ idow (or %] ido'- e r) ' ol, ies 0,11
hlle ojl.s I't ml ' en 6;) and (;6 a 011wld b• red, ie I (ill a way Sim1ilar to tle

%1av iln whlI il'li idol's' beleilits are reduced minder lprese-nt hum\ whenthely begi o gtra ing benefits b)et%,%,( i ages (;(I and (;) totake a.coult of
thelonger period o\ er w hicli the belielit would lbe paid

/A'4ectirc duaie.-Janmiar 1M713.
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.'.lf r',' o( ,,people ,/c u (/ 1l, (oll,' pit i/metI %.-3.S in illioi people
%%O111( get i' IIv('i st'(l I%)('dlt'lit'' ()n liltie ('I ' ' at' te alld $,1 bl llio in.(liddhtoil bIielitIs "()uld! bvt paidI ill !971.

Age 62 Computation Point for Men

I'l' l)i''pesetit lnw. tlie met.1th(1 of comj)itI g )enelits for mIien a11(l
women tli tiers in tirtl Nenany Ul to age (G5 mllst Ix, taken into account
ill (de.t l'i-ii tit.g ill elal.•ge en nl'lill.gs fo()I' mllent. wIhile for N omelln onl1" yeir's
ill) to age (2 lillist 1be takeiil illto aC'oliut..k I..oe, len it eligil)ilit " is flig-
ilre(l 1il) to aiti (;G. for' iiieii but ()Ill 11\ ) to) gta (r fe r \i iien. ['tiher hot Ii
I lvIe I and I i' 1 1 Ifli ( , I•tm itti , : I' lil. t licse dillt ' 't'l1i '(5s. %lhi'h i l ro'idti'
special adv'anta ;p sl' ' for . would be( elininatt, d I .v applyiNg the
sa tue, rIn's to) iiien11 as Miow a1ply to ( oin('wi.

14JI('/f'e d e.-'lhi \ ne%%r.'ii wotld I become elltectil e. startlingi
.J antiary !!)78, o\ % er .a-%e r tranisit ioin period.

Liberalization of the Retirement Test

Tile a1moiunt that it Ibeieficia"ry und(le• age 7:2 may enarn in aI year and
still I bt l aid fI)l I swoiai sect I'rity L)el V lits for' thli ebyar V %%hl( Ibe iWicr'fleSd
fI• llit' I) v p ,. ilt $ 1.6;s.) 1) $-.0 0.1 1 ' li , v irv,.*-ent hi % . In'Mt sits arv rvt-
(dl•'etd In 1 for (acll :2 ()of elrings Int %•\eeii S1.(;S) and 111 2.S0() and for
each 1 1 of t' i I)n 'rgs -lI)( e t..".SS1). 'lie bill w\ il011i lu'ro i(h' folr a $1 I'-
(Ilidtiolu for i avll $2 of all enai'iin sgs a1 ('--, $2.00)(): tli(,re , \w (1l(ld be 110S1-f in- I e l lt ( i:s I ilt'h r I ' i- ll law .. Also. ill tiw l •e ar in w hich a

lItur.,.oli aItii s age, 72 lis e n ii.gs ill a11 ti aIfteI tlit' Ii tool tli in w hicli ite'
attainis apt, 7'2 mnllI 1( N. b, i lI d ('(.l a. n l Idt'I 1- '.'-t'It law. in (dt-
t('r1iltiinLl Ills total earnings foI tlit' ear.

Al''e.tl'I, a/I) l.-.ltana rY 1973..1\'111ber ofi Oplde (1ffe•./,d Itil/ dllar ia,, wlnb,.... .-- 1.1 mIill ionl belleti-.

cian ivt's w0ouhl el'collit. etintiled to higher benefit payments on the effec-
tive (lat' anld -t00l00)0 additional p('OpI(' No0lld Iit't'ollit' entitlt'd to
1Inte lit s. A.blot '.--(;")0 million in additiolo l n1benefits 1%o01(d be' paid

Childhood Disability Benefits

('llihlhloold disability" Ibe'elits would Ix. paid to tile disabled child of
-n insured lrt ired, dv(i':ISed. 01' disal)h t worker, if the disability began
l)efol'e ag(e 22. rather than before 1S as under l)r'esellt law. In adldition.
a p•1r:-oll Mho N as eutithled to childhoodd disability belnelits could Ibe-
Co(lto' re.-,ntitleh( to v'lil(limo)(1 (disal)ilitv l)en('fits if ht' againl becomes
dlisalbledI %%itlinii 7 A en i's after Iis plion10' otntitlent'liilt toslu'h I )eoetits was
terininated.

14Jffccltlte iah.-.l anuanri " 1973.
.un 1ber o pieophle a/fcc.ed mId do1/1.r piaynel1.1.- 13.l'O() adhdition1l1

lpople' m would become eligible for benefits on the effective, date and
,-,1(; million ill additional btenetlits wnil(i be paid In 1971.

Continuation of Child's Benefits Through the End of a Semester

PIayment (of bIenefits to a child attending school would continue
through the end of tihe senieste'' 01' quarter inl %%hich tile student
(including a student, in a vocational school) attains age 22 (rather
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than the month before he attains; agre 22) if he has not received. or
Completed tile requilirements for, a bachelor's degree from a college
or university.

I/e'liier1ti du/e.-.Jai n na iv" 1973.
.'um be( of people (lffcehld //III/ dol(11)r palmCf.--).5.00( m'esenlt

hellefiviaries ,1uhl1 have their 1 l•elits coutmlled aid 6,000 additional
Ieoi)it) would b)ecille eii~rilhl( for ellefiti S til the el'eet ive date and
.$Is million in additional benefits would be paid in 1974.

Eligibility of a Child Adopted by an Old-Age or Disability
Insurance Beneficiary

The provisions of present lahm relating to ciligirlilit v reni riinients
for ehil 's hell(lits ill tile case of adoptioll by an old-age illsuralice
IbelliCi('l l •0' I"v disablilitl insurallle lelleficia lies wXMllod i)e modified
to muli, the t eqil i 1invhellts unli form ill both ca,-vts. Ak (iild adopted after
it retired or disabled w workler lbecomes entitled to bellefits 0ould ibe
(i iilhit' for child's benefits i )aIed o1 tile W oriktr's cu rningtS if tile (hil(
is tile n1atiliral child i r .,tep)ehild of tl]e \\orker or if ( 1) tile adloltion
was hclt''( I)\v a col it of coinlet(tent jurisdiction withill tl' i listed
States. (2) the' child li ed withI thi worker il tile U hiteh St ate. for
thi ea I ,before tile \ moker ecai ne i disaleh'd o01 ct itled to 1111 old-age or
disahilit v insu raim'e ibenefit. (3) tile chil received at least one-half of
his Supplort fromn the worker for that year, a-ml (4) tile chIild was under
age 18 at tile time lie began living witfli the w-orker.l,'1/[ectire dla/e.--,1anna rY 1973.

Nontermination of Child's Benefits by Reason of Adoption

A child's Iellefit %lould 110 longer stop wheli tile clild is adlopted.
E/Jferl/be hi/e.--. aniualrY 1 9173.

Disability Benefits Affected by the Receipt of Workmen's
Compensation

tUnder present iav 1.,ocial security (disabilitV Ihenelit,, nl•lut I)e re-
hiuced when eworlinlen's colenmllsatioil is also lp lable if tile Comlined
i)'ayents exceed 80 l)ercent of the w worker's a' erage currenlt earnings
before disablement. Average errenqt earnings for this lrlu)oS call lI
computed on two different bases lund tile larger' amnoullit will lIe used.
The bills add a third alternative e base, u1ller wh-Iii(-lI a worker's aver1a(ge
current earnings can b)e based on tile OiI Vea[r of his highest earnings
ill a period( consisting (If the year of (IisaI)Ielilh lit all( tile five ple-
ceding years.

J.'ffedIwo (Ila/e.-h ilnuary 1973.

Dependent Widower's Benefits at Age 60

"Widowers lnder age 60 coIlld be paid reduced beneltfits (on tle saune
basis as widows under present law) Starting as early as age 60.

/'fJet tire (l(Ie.-.Jaluary 1973.
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Waiver of Duration-of-Marriage Requirement in Case of
Remarriage

l'ltiti it turl-ion-f-mar'iage t'equil 'elineit iII present haw for entitle-
IlIit-II to benefits S as a i\orlkers widow, wtldox er. or steh'lihldtltat is.
tlie period of not less than nine tieiotItlls imiiiediat ely prior to t le da\"
o0l which le v orker died tIhat is tiow reqli red ( except where death
was .Iccithentil or ill tiIe linie of (ilt v in tihe it1iifoi oit-d service. ill
wliilh ease Ohw period l is thirlee montlhs)-- ouldl lbe wakiled in lasel
where le l orlker and l his Spolluze XVrV er ,'viouslN" married, divorced,
Il nd reln:airied, if t hey i tre 1111ruied lit thie ti it.e (0" lihe moiker's (h~ltll
a4111d i Ow lie diiration-of-ma rriag(, i1eqliiirienlt mo0ll( hlax , e ben imevt at
tit. time of the divolee h'ad the " orker died then.

Wage Credits for Members of the Uniformed Services

P 'resent law provides for a soCiail seu l nt ileojtrilltorv wage
c're1dit of up1 to •$300, ill addlition to Vontriblitory credit for basit pay.
for each calendar lua Niter of military% serviie avft, :a *r 19;7. 1'inder the
fhill, fhe additional noneont ri ,utorv age, cre1 dits X1ld '1(1.lso he pro-
%id-,l for selrvic t1'1.,lliring the lri;id .1Janualry 1957 ( when muilitaii
service eaime uidelr coniributlory social secit. coverage) tllrougl
I )eceinber 1.1 67.

Disability Insurance Benefits Applications Filed After Death

I)isahilil\v insurance henelits (aind dlependlentS bIenefits based oin a
Soier"S e lit lement to disability benefits) m\ould lie paid to tile dis-

allh(liot•eers srlllvivors. if an apilicalion fol blilenleits is filed witliin
31 mlontits after the NNor'kerls deatili. (oir x ithin 3 montlithz after. enact-
inent of this provision for tiahs occurring a fter 1969.

Coverage of Members of Religious Orders Who Are Under a Vow
of Poverty

Social ereeurif\" ag(qliire wlouhl lbe mliade available to members of
religious orders who hia've taken ai vow of love'rty. if tile order makes
al1 irr'evoocablk election to cover tileset members as emiplow es of the
order.

Self-Employmeuit Income of Certain Individuals Living
Temporarily Outside the United States

Under present law, a U.S. citizen who retains his residence in the
United States but who is present in a foreign country or countries for
appi-ro\ilnattlv 17 moitils oiit of 18 coilctivit'e iontlilis. illiist t'Xvll(e
the first $20.000 of his earned inlcomlie in comllIpitingr his taxable income
for social security alnd income tax purposes. The bill would provide
lie i..S. citizelnl, M\Iio alte ,elf-inllplox ed outside Ow heimited Stiates alid

N Ito retain it leir residences, in th it' United St ates X\oilhl not extliide tile
first $20.001) of ealliued inii' for social sptr nrity llipll'loses and would
comllttllt lheirm eairnililgs 'roni stl f-enilploymnent for social seciurity pur-
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l)o.('s ill tiw sa. li %%a. hN 11. 1Io.%.'. who at. s eltf(-'Ill plo) eI i tll(O Illit'ed
Stilt(.%:

Trust Fund Expenditures for Reha-bilitation Services

l'rovides all increase il tlie ailoilit of S•Ocial seemivitv t rust flud
l3IIIIIt''S lha 1 ll 1U I h li m'- (t) pay forl iit' i •le I( t 5 Ifs ( ''" )llla tin ,ig sov'ial

'C11it V (disalilih" lbelificiali(s. lHil amount would he iwirased f.(l 'oi1 mn.,tof tl.w'lreviolls 'ýear's disabilityA Ibelletis (as. 1111der lprv~vlit
hl1w) to 11" Ie'rlclt for fiscal yUear 19.72 -i(nd to Ill (i'r.eint for fiscal

yea r. 1973 anld 11h.sllt'(plnt weas.

3. OTHER CASH BENEFIT AMENI)DMENTS

other r a mendmien Is inl idnt •d ill th (t'heCm3111tt,1 ' Ivijl bi1 :ate tto tIw
(.ichlith1 , I111 h,1v ,lof I le (i 'O uIlti.i.sio l. 1f' Social Sect11,il3 l ht O 'cm.'-
erI'n g f' o '.8. mi Ii t --ui Z % %v kig ontsidh, ithe 1'.S.: ItI Iv i4) ''I iv e,•lh.e-
fits for velrail dlisalled li'.-i, •: wail seenIril l)ienie., l'()I a chlil d
entlittled oil div earnii•Igsn 11moe ol (I oe n'lifli. iisi'lit v
alppl tealit 01): social .-1ecll'iy coveragee r)I' stll('h1lets emilplowe, at Slate
01 eri' te I scholf1s: 1111d soc-ial seen llr v ('orerli ge ilf IN-ritr'iSi'lI'S ()f \(lt ('i'
ill I ((1lislS..i 1:1 cm4ei'lire of evtit a in p01 iciit'lVii a 11( fi -lente ill West
VirIginia : and wagv c'rediits fol'r A ileri('a1.. of t,*laim,..ese a .e.s. I'y who

Ill adldilioll. il .l r 1() pIla I',,r 11 lm -litl of i1lv Iollr-,11..-ra /, o Iwe.' vi elli ewt O l-he 1 '.8 ( ovei'1I idlh.ar...d, Owr1

('o llittev, d1'l•,eted l he l lo1.e-i.asse(1d alln dliv(lilelt iclatilig to acltllari-
allv ' lI('('! Iel lil.. ill mw11' ('Ut r W II I I gi l 111h. 11l1 111hlea , Ito v'er-
lavij )(l'velit.S ill () hIp ' ('lt t'go ries , I Ih, n'litllit ll o( 0 Inl'llfIi I .s . .'I mil
(oll)iln l v ,arliligs o f a fln.l'ied(.l uide : 1(1 tit' tI1-Iolildin (if a.hli-
thonah ,'ear's of !o•~ ear1'iii/s It'onil t lit' •''('liiitatt iou (1" a w, 'age carl'niigz..



PRINCIPAL MEDICARE-MEDICAID PROVISIONS

I. I•O'ISIiONS O)F IIHItSE BILIL NOT SIVIISTANTIA.I,,Y MODI)IFIEl) IIY
C( ).M. T'lI'EE

Medicare Coverage for Disabled Beneficiaries

(Section 201)
l'roblem

l'lv disablleldl. as it iorll). alr-, similar to h, ili de ,rlV ill tlI w vi( limInle-
tierist ics-low iicom's all Ilih medica'l exp'lses-Wihieli ledl (0'otigress
to p1rov'ide health iiitsorant', for oldIer people. 'I'llev wit, -lb)o seven
tiles Us much Iss )t0hofsital r. 11nd about three t' liteos as much lf0vysi-
ias'j s se'vics it s dloes t lie IOI dIisla ll il) l'tioll. Ill addition. lis-

albled lersonls anr often umtlable to obtain pri vate' helnIth insllralw''

J'Finonre ('ommittee. I mendment
F;'ertiv'e i, .1ulv" 1. l1973. a social seei it v A1 isalbilitv bvienfieillmcv oulld

Ibe covered 1 'l1, .tl. di'elIt, after he h'Il beeIl entitled to disblhilitv
itnt'fits for not Iess than "2 t Couseitt ie ', mont hs. I'lhose covt'retN would
inellhie disabled workerss lit ,ll%* gtge" dislt'ed wvidols andl disaliled
dtejhtnident widowetrs between thle ages of 51) anld C5 l.,):Ittli(ia'li'S ag(r
1's or older who receive 'ellefits ievealse of disablilit v prior to rvael'ing
ag 22: amni disabled q(alified rail rold retirement aAniititis..\i esti-
mated 1.3 million disabled htneliciaries, would he elifribh, itiliallv.
Estimliated first full-veair cost is $1.5 billion for hospital insurance and
$3450 million for Slipphmn'elitaa m' medical coverage.

Hospital Insurance for the Uninsured

(Section 202)
Problem

A stibstantial number of people reaching or preSently over age 65
are ineligille for Social Steumrity alnd thirs tinnot seetne Part A
(hospital insurance) coverage uimider IMedicart,. These people have
diffictIltv in securing private li:iIthl ins race coverage with lIeellit's
Us exteinsive ats t hose of Mh edicare.
F'inanee ('o mmitee I I mebnhlent

The (Comiiittee 1bill will jl-rilit pir.-oui, age (;#, r OM,* I who avt
ineligilble for Part .A of Medi•'•c to %)o]untar -ii A, roll for hosipitill
insu -tice coi t'rag..E', bI y i ving I)ite full (-oSt of ()s t',1et, (initially esti-
mated at $31 mnonth)y a1nd to be recalt'ullated inally) . Wle're the
Seei tai" tof IIHI'W finds it adminilst rattielev feasilfle. tl hm-e Strate and
other public employee groups which have, in the past. 1 oluntarily
elected tnot to pariticipate in tile Social Securi ity l)rogralmn could 0l)t

(13)
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for and pay the lhurt A liremititi (o.ts for their retired or active ell-
plovees age (65 or o er.

The F'inance (C'omlmtlitte(e aheiinlnleit reqnii ((rol liet in lhr It
of .Mfedieare, as a eColition of buying into Part k.

Part B Premium Charges

(Section 203)
Problem

l)uring the first ,5 years of the program it has been necessary to
itereast Olw lPart It prenilluiti almost (1)0 peleent--front , l.01) monthly
per personl in .111ly 1966 to it .,.idhiled -;#.)St rat e in .July 1i72 ilhe
government palls tni equal amount froin general revenues. This in-
crease and projected future increases represent tni increasingly sig-
itifictan. financial burden to the aged living on Incomes which aire not
increasing lit a similar rate.
Finance Corn mittee A mendment

The ('onimittee bill will limit Part 1B premium increase to not more
than the ,percentage by which the Social Security cash benefits had
beeit generally increased since the last Part ]I pr)eiiiuml adjlist10ent.
Costs above those nt, t 1y such prnemitm payments would be paid
out of general revenues In addition to the regular general revenue
matching.

Automatic Enrollment for Part B

(Section 206)
l'roblem

,ncder lj'resent law. eligible individuals must initiate action to
enroll in Part 1B of .Medicare. Nearly 96 percent of eligible older
people so enroll. Some eligibles, however. due to inattention or in-
ability to manage their affairs. fail to enroll in timely fashion and
lose several miontlhs or even years of necessary "medical insurance
coverage.
Finance ('omm ittee AImendment

Effective ,Julv 1. 1973. the change provides for' automatic enroll-
ment under lPart B for tihe elderly and tile disabledl as they become
eligible for lPart A hospital insurance coverage. Persons eligible for
automatic enrollment must also be fully informed as to the procedure
and given an opportunity to decline the coverage.

Relationship Between Medicare and Federal Employees'
Benefits

(Section 210)
l'roblem

Federal retirees and older employees have been required( to take full
coverage and piay full l)remiinis for 1Fedleral employee coverage despite
the fact that the Federal Employees' I'rograms will not pay any
benefits for services covered under Medicare. rhus the retiree. who also
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has eil-eaied entitlement to Medicare. is paying a portion of his premium
to F'.IE.I. for coverage for which 110 ben'ehts will be paid him. This is
lmrticularlv t rue in the case of hospitalization. T11 F'.P.I does not
presently otfer such employees or retirees with dual eligibility tle
option o(f electing a lo\0er-cost policy or one which supplements rather
than duplicates Medicare benefits."
Finance Committee ..A men(mhnent

Effective January 1. 197,5, Medicare would not pay a beneficiaryI
who is also a 1, federal retiree or employee. for services covered unier
his Federal l"mll)O'yee's health insurance oIlicy which are also covered
under Medicare liihss hhe huIs had an option of selecting a policy
suplqementing Medicare Ibenefits. If a sulplemental policy is noti ma'(e
available. the l'X4.l0. would then have to pay first on any items of
care which mere covered tInder both the I.1.;.1. program and Medicare.

Limitation on Federal Payments for Disapproved Capital
Expenditure

(Section 221)
l'roblem

A hospital or nursing home canl. under present law. make large calpi-
tal expenditures which may have been disapproved by the State or
local health care facilities planning council and still be reimbursed bv
M[edienre and Medicaid for capital costs (depreciation. interest on
debt. return on net equity) associated with that expenditure.
Finance Committee I mendment

The Committee bill will prohibit reimlbu rsement to providers under
the Medicare and Medicaid programs for capital costs associated with
expjenJditulres of $100.000 or more which are specifically determined to
be inconsistent with State or local health facility p)lanls.

Experiments in Prospective Reimbursement and Peer Review

(Section 222)
Problem

Reimburl.ement on the present reasonable costs basis contains little
incentive to decrease costs or to improve efliciency. and retrospective
cost -tindingr and auditing have caused lengthy delayss and con fusion.
lPavmnent determined on a prospective basis might provide an incentive
to clut costs. However, under prospective l)ayment providers might
press for a rate less favorable to the Governmeint than the present cost
method, and they might cut back on the quality, range and frequency
of necessary services so as to reduce costs and maximize return.

Finance committee e .Amendment
The ('ommittee bill instructs the Secretary to experiment with vari-

ous methods of prospective reimbursement,'and to report to the Coll-
gress % ith an evaluation of such experiments. In view of its adoption
of the IProfessional Standards Review amendment, the ('ommittee
deleted the portion of this section authorizing peer review
exp)erimentat ion.
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Limitations on Coverage of Costs

(Section 223)
Ilroblem

('ertain inst itlitiolis may. incur excessive costs. relat ire to coil)parable
facilities ill tite salte arel. US It ae.Illt t of ineIhlli eyie or "tlt' provision
of amenities ill plush s5lTit 1(,, i l l Sull ch'xct',4SSive Costs are slow Ire-
inbursed uinderl Medicare.
F " lI(uCE Comm,,i ee .. ?fendcui

Tle committee e bill authorizes tile Secrelarv to estalblish limits oil
Overall tldirect or iidiect costs which will be r"cogrized tas reasonall'e
for co rlraldt'e services in coinll )IIlable facilities in an airea. Ii It mlav
also estaildih1 iinu ItIII acelpta(he (osts in such facilities With respect
to items or' groups of services (for 'i xailhlph. food costts. or standby
vosts). he ITwHt'i('ia ry is liableh for anl amo111ts determined as exces-
.Sive (except that helI may not be charted for excessive amounts in a
facility in which his adbititluZg physician has a direct or indirect own-
t.'rshlip " iuterest ). 'i'hl Seet is r-twuirui'd to (rivye lubidc Inot le as to
those facilities where I)enehfariei s mav Ix, Ilable for pliyleut of costs
determinedl as not "necessary" to elliheent patient cfare.

In cases where etienrjeuicv (a1ret is involved, however, patients would
lnot Ie liable for any differenitlal in costs related to the emergency care.

Limitation on Prevailing Charge Levels

(Section 22-1)
iProbhm

Vnder the present rtasonaable charge policy. Medicare pays in full
any plhyvsician's charge that falls within thit: 75th percentile of cus-
tomary charges in an area. However, there is no limit on how much
physicians, in general, can increase their customary ehargtes from year
to .year and thereby increase, Medicare ipayiments and costs.
Fhul ('oem filet 1 ? dn'ndfent

The ('oininittee bill recognizes as reasonable. for Medicare reim-
hirsemient purposes only. those charges which fall within the 75th
percentile. Starting in 1973, increases i Ihiysicians' fees allowable for
Medicare purposes, would be limited by a factor "hich takes into ac-
count increased costs of practice and the increase in earnings levels
in anl area.

With respect to reasonable charges for medical supplies and equip-
ment, the amendment would provide for recognuiing only the lower
charges at which supplies of similar quality are widely available.

Payment for Physicians' Services in the Teaching Setting

(Section 227)
Probhent

lPhvsician sn nl private practice are generally reimbursed on a fee-
for-service basis for care provided to their bona fide private patients.
Difficulties have arisen in determining how and whether payments
should be made in teaching hospitals where the actual care is often
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rendered lN " interns and residents under the direction (sometimes
noininal) o'f an attending I!hysiciaii who is assigned to( (lut Itot se-
leeted byw) the M.edicare Iatlent.

The' issue relates to the e(oml)ensatioll of tie alt elel(ing Jphvysiiall
often ternle( the suipervisorv or teachiij Iyh\'sician. The salaries of
interns and residents are now" covered in All as a P1art A hiospital cost.
In general, patients were not billed for the services of teaching physi-
clalls prior to Medicare alld, since Medicare, billings" have beeen essen-
tially limited to Mledicare tl(] Mledicaid patients. T'hi proceeds are
"most frequent ly used to linan'ev and sulbsidize medical education rather
thali Ibeilig piald directly to lie teaching doctor. WVhile charges have
often l)eell killed on a Ibsis 'Onll praIle to V thi(S' cli charged by a private
lliysiciall to his private patients the Cr-vievs providled aI" oft, n less.

fhllnce ('omm itfe. I inelmieid
'h'lle, Comuittee bill lprovides that services of teaching physicians

would be reimbursed on a costs basis unless:
(A) The pat ient is bona tide private or:
(1h) The hoslfilal has clhai rgedf all Ialt ents a mid collected fronil

i 11liajoritv oil ia fee-for-se rvice basis.
,or oldonated services of teaching physicians, a salariiy cost wold be

imputed ('(p11l to the prorated ustual costs of full-time'salaried physi-
cians. Any such lpaymnent would be made to a special fund desiglated
by the medical stall' to be used for charitable or eddueational purposes.

Advance Approval of ECF and Home Health Coverage

(Section 228)
Problem

IUncertainty about determinations of eligibility for care in an
extended care- facility ou' home health program following hospitaliza-
tion have created niajor dilliculties for intermediaries, institutions
and beneficiaries. 'I'he essential problem is in determining whether the
patient is ill need of skilled nirsing and medical services or in fact,
needs lesserr le el of care. Retroactive claims denials resulting from
determiliat ions that skilled care was not required. while often justified.
have created substantial friction and ill will.
Finance Comm•i/tee I mendnment

The Committee bill authorizes the Secretary to establish. by diag-
nosis. minimumi periods hiringg which the post-hospital patient wvouild
be presumi(ed to be eligible for benefits.

Termination of Payment to Suppliers of Service

(Section 229)
problem

Present law does not provide ant liorit y for the Secretary to withhold
future payments for services lentlered by 'lai institution or physician
Who albuseý the Iprograln. although payments for past claims may be
withheld on ati individual basis wherevthe services were not ivasonable
or necessary.
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Finance ('oi im itee .1 iendimeni
The Secretary woull be authorized to suspend or terminate Medi-

care payments to a provider found to have abused the program.
Further. there would he no Federal participation in M\Iedicaid pay-
Inents which might be made subsequently to this provider. Pro graim
review teams wild be established in ea(he State to furnish the Secre-
tary with professional advice in discharging this authority.

Elimination of Requirement That States Move Toward
Comprehensive Medicaid Program

(Section 230)
Problem

The M1ediclaid progra vi Ihas been a significant bi'rden on State
finances. Sect ion 1903(e) of Title 11. requires each State to show that
it is making ellorts in the direction of broadening the scope of services
in its Nehdicai(l program and liberalizing eligibilitv requirements for
medical assistance. These required expansions of Medicaid programs
have, been forcing States to either cut back on other programs or to
consider dropping Medicaid. The original date for attainment of those
objectives was 197.5. The Finance ( committee . the Senate anll the Itoiwe
approved an amendment in 1969 postponing the (late to 1477.
Finance committee e .AI mendIient

The Committee bill m would repeal section 1903(e).

Relationship Between Medicaid and Comprehensive Health
Programs

(Section 240)
l'roblem.

State agencies often cannot inake lpre-paymnent arrangement which
might result in more ellicient and economical delivery of health
services to Medicaid recipients be, cause such arrangements might
violate plesenlt Title 19 requirements that the same range and level of
services be available to all recipients throughout the State.
Finance Coommittce A1mendiment

The Committee bill would permit States to waive Federal state-
wideness and comparability requirements with approval of the Secre-
tarv if a State contracts with an organization which has agreed to
provide health services in excess of the State plan to eligible recipients
who reside in the area served by the organization and who elect to
receive services from such organization. Payment to such organiza-
tions could not be higher on a per-capita basis than the per-capita
medicaid expenditures in the same general area.

Program for Determining Qualifications for Certain Health
Care Personnel

(Section 241)
Problem

There is a shortage of qualified manpower in the health care field
all(] many facilities have d(fliculty hiring sufficient qualified personnel.
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At. the sazue time there are plersolis available who (10 not meet. full
licensing or Medicare ed licit tjonl I requirements. but who have 1had(
years of exInIrhi, eI and have been granted waverede" status (for
ixilitiple. wa ivered licensed )1lictical 1i res)
Finmtme C'ommtteihe. J men(/ment

1'Ii'h (1 'uiiiittee hill wolhtl require the Secrerttary to dlevelo ) and
app)ly' appropriate iiieans of (let ermnlng, tflh lWl%)fi(ilecV of health pe-
soune %Vll() are disqualified or restricted Ini reslmisiblility unledr pros-
tut it rtl/zlat imI l•e'aillsp of hlck of forintal training or tlt, lula Iti o

re1luirleinent .;.
II ordler to encollraig(e voting people to tcomlnhlete required training.

all lihilth i personlntel lviiall Iicvnsul a ftter IDe. :11. 19!75 would be
(,\l)evv141to (• olht , nt'WI.(', lt'q r1'tol formal ed'uIcational and training
(,ljn etia.

Penalties for Fraudulent Acts and False Reporting Under
Medicare and Medicaid

(Section 2-12)
I'r'oblem

P present penalty provisions aIpplieable to .\Iedicare (10 not S ecifically
include as fraud such ulracttices as kicklbaks anl bribe.s. Iliere is n,,
criminal peitalty provision ai uplicablh to M.leahid. Additionally, there
are no lenalties at present for false reporting with respect to' health
and sa fety co(lit tiolls il palmrt iciplt'ing i inst itut ions.
l'nmane ('ommitte/he -Imetinienl

The Committee 1)11 wouhlI establish penalties for soliciting. offering
or accepting bribes on' kickbacks. or for concealing events afl'ecting a
person's rights to benefits with intent to (lefraln(l. or for Converting
Ie, nel payments to impr'oper use. of up to one year's iluprisoninent

andi a $10.000 fine or both. Concealing knowledge of events afl'ecting
a person's right to benefits with ilntelt to deftaud. and converting
be-nehits to inprol)per Ilse would also b)v a I "edelal crime subject to the
same puenaltv. Additionally. tile bill establishes false reporting of a
material fact as to conditilols or operations of a health caire facility" as
a misdemeanor subject to up) to I3 months' imprisonment, a fin1 of
$2,000. or both.

Prosthetic Lenses Furnished by Optometrists Under Part B

(Section 26-1)
IProblem

Medicare will pay for prosthetic lenses furnished by an optometrist.
pIrovi(le(d that the "medical necessity for such lenses has been deter-
mine(d by a physician.

Optometrists contend that to require their' patients to obtain a physi-
cian's order for prosthetic lenses is unfair to both the patient and the
optolnetrist. Moreover, because the physician who furnishes tihe order
is generally an opthalmologist. the ri euiriement may serve to encour-
age patients to use an oplhthalmnologist in preference to an optometrist.



20

IFinance Comm itee A me1 hnent
The ('oll0nlive h)ill Irovides t hit, for t liet'IirI-oses of w lie nedivare])l'ogr ltn ilt (q)l•inetl'ist bv ret-w niz•,,I its al "lphysvrlvilll"' 1lltdlt, Sevtr-

tion ISM (;r) of the .\t, but oinly Nitll es ,ect to establl)ishillg t he111ediv'al lie'essil N 4f pmjli.elelelh.hs~es fm.r med~ivan• .bvIi~learies.ý;.\Al
(~o~l~l(-m'rslwtl-( im Imcl Ibe ,'as-jlz•• its tophsl.iviall" forw anyv whler

I)1IIOm'-es u ider Intllieaie tanid Ito liiitoltail services p.r'1rfIl( I4 bYI isl~ l ils %%,th 1111 b~ e r I hY I). tl - p lmr,. small.

2. PROVISIONS OF" HOUSE mIll, SI!IIS'rANTIAII,Y MOI)IFIED) BY
COMMITT EE

Failure by States To Undertake Required Institutional Care
Review Activities

(Section 207)
Problem

3I011 Ithe (4 1'111'i1l .e(olilnitini (O)lliev( a l he II I. .\ki lit kgenlc%
have found stillsllt i it ne11 (','5'=1l rv a1l( IV ov,(tO'riit ilin tt iI)! If, co' e Yt I" ist I111tionllil varle flkider. 1edivaidi.l nle;'tmilmiiedl by\ illsullivienw 1.(saget of
less cost. altlrInlit he out-of-ills it itilt 1 leiaillli'are. 'I'lvre, is ito pro-
vision itl ireseiit Ilm %%hI.w t places allil'Iati'e rstivlim ilsiilitv 111l)0
St les (' atsIt lll'e 1110ll ient jlI 'ela i ll..\s it lrl•'tivtl 11t11 ICr. t lIp
IDepartment of III NW 1ha, seldom if emer. relmiverled frnt'l a St it
ailtiollilts ilmlpropl)erly spol)nlt for Iltll-cm ertl 4'41l-e or se'vice,•.

Jloume Bill
1. 1Unless at State e-lii make a showing satisfactorv t0 t he S(eretar.

that the State ilts nl ef'ee'ive program of control ov-er tie utilization
of nmiising home care. e(flect ive ,Januarv 1, 1973, the I louise bill provides
for a one-third re(iletio-t in tilie Fe(Ilerl Medicaid matching share
for stays in ai fiscal year which exceed G0 days in a skilled nursing
homie.

2. Federal matching would be available. in any year. for only: (it)
(60 days of care in aI general or TI'll hospital. lilt (b) 90 (dan:S in a
ItIentiii ho.Ilsittl (exm't li t hat aIll addit011io1nl :11di (1s wo lil be lillonwed
in a mental hospital if t(lie Sta:te shows that t(he 1livlenl will benefit ).
Here woUld Ix. o 10 vTdveral nmatching for eare ill a nllet al hospital

l)ev'ond 120 dlavs ill allt Near. In addition, theie would be no Federal
Inatching for care in it mental hospital after 36(5 days of such carte
dI(Imng a pa Iient's 1i fet line.

:3. The louse bill would a k1,o pIovide for an increase of 251' ( up to
a maximum of 95,% ) ;a the Federal Medivaid matelhinlmu formula for
amounts palid by States ulndelr contracts w ith I lealtl .\ Maintenance
Organizations or other oinlprellenvive heahltIt eare facilities.

4. 'T'he bill would provide authority for the Secretarn to assure that
average Stat wide rneiembuirsement for intermediat4- eale in a St ate is
rellsOitiul)lv lower thatn aVIeIrIe payents folr lighet lv\el skilI lcld nurs-
ing home care ili that State.
i"ince Pommniee (Cainflek.
1. In addition to the. utilization review reIllfiriienelt Sttates iiiiist

also conduct t he independent professional Iltidits of Ip ilent• as required
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byh l-'esent law Which are intended to assure that tile patient is getting
tfio right eare in the right place.

2. Whherie a Stalte makes at satisfactory showintig to the Secretarry
t hat it has tin effect i e program of eont rol over t lie lit ilizat ion of l]os-
pital and mental hloslpital vale: (a) the (60-day limilatiol in general
inti 'I'll hltositals, and (b) Ille 90-day f-' 120"-day annual limitation
nnd the 3165-da v lifetime limitation on'eare ill mental hospitals, would

not applyif I f;iroper plr-oedrllres lussill-v 11mth tht-t, pativlt needs tih e are
and is benefiting from it, it seemed imll))rolp'ialte to elit oil' l'eder'al
matching ut ilizing a t'hit ra ry limitations.

:1. The (COmmittee delete ed t(ie louse into''isio(l calling for' a 2i,
increase in matchitig for. amonlnts paid to .IM ('s, since if J1I1M0's
deliver services nmrol elh(iennlly. fill() economilally. it would Ie in the
States, intere.,,t to deal With I lli Y()s witholit ani tlerieast, in matching.

4. Intermediate (are ,erviees would also •e sulject to a reduction in
Federal matching after 6)0 (lays. unless the State provides sat isfactory
il•-sllllice that required review is being undertaken. This appeare(i
aplpropiate in view of the shift of inter'minediate (are to .Medlcaid in
legislation etuaeted subsequent to I House ('onsiderati ion of I11.l. 1.

5. F'inallv. tile Seretarv's validation of State utilization controls
would be ma1de on site ill thie States and such ilndlings mould be a mat-
ter of public ue'ord. Tile I)rl-p'e Ihre is to assitre acttal-rather' titan
lpper--contpliante Wvith the proposed statitory requiretments.

Cost Sharing Under Medicaid

(Section 208)
Problem

luider Ip'esent law, States 1111V m 'equit'' p)ayl•'et by t(lie mtldicallv
indigent of prenintnls, (leductif dbes andtl co-paynment' nunoits with
respect to N(h(lieiaid services provided them hlut sulhl 1ntnottts must be
1'rteasonial ly related to Ille reeil)ienit's income." lowevet., States can-
not requirtm, cash assistance r'eeipietits to pay ally dedulil)les or co-
payments.

Jlluse Bill
This sect ion conttains 3 provisions:
1. It requires States which ,ovter tihe medically itidigent to impose

monthly premium ('charges. FT'hie pl'einlim mould Ibe gi'aduated by
income in accordance with standards prescribed by the Secretar\' anil
details regarding the operation of the pr'emlium Would he left to the
Seeretaty's discretion. The Il house Committee report indicates that
it would'be expected that premiums Aiould b(le fixed on a state-by-state
basisi at whatever level would be rt(quiried to result ill a Savings under
tile mnedically indigent )tograni of a)l~loximately 6 percent.

2. States 'ouhl(. at their option, require paymeWnlt hv thle medically-
indigent of deductibles and co-payenint amounts w'lhich wouhll not
have to varv by level of income.

:I. Withi respect to cash assistance recipients, nominal deductible amld
CO-l)vyilenit requirements. while proltilbited for tile six mandatory
services required under F ederal law (inpatient hospital services: out-
pat;ent hospital services: other X-ray and laboratory " services: skilled
nursing holme services: physicians' services: and home health services),
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would bepl)ermitted with respect to optiO1ial M1edicaid Se, rvices such
Us prescribed drugs. hearing aids, etc.
Finanm e ('omm tee rh/nge..

The lprovision would be mnodifip(l by the Coimmittee bill as follows:
1. The 1 louse bill permits States to impose co-pay'ments and de-

ductibles oi the jiedicallV-inldigelt. The changee hiiiits such amounts
to co-j)Vments oi l)atienit-iinitiated elective services only. such its the
initial oilice visits to phy'sicians and dentists.

2. 'lI'e lHouse )il[ &lso allows States to i1111po) co-l)U'Illdents anid
deductibles on tile indigent for opttional Medicaid Services. The conh-
Wittee( delete'(d this provision. as tihe savings ($5 million) would most
prolbbly be ex(eQeed by the administi-idtive costs.

Mandatory Medicaid Deductible for Families With Earnings

(Section 209)
Problem

Under present law, AFI)C families with earingjzs can. at a certain
e•rnings point lose, eligibility for Medicaid. This hasl been called the
medicaidd Notch". 'lo hiS notch is believed to act as a potential work
disincentive, since. at at certain income level a family may precip)i-
tously lose Medicaid eligibility if it has additional earnings.
11ouse Bill

Section 209 would remove this "notch" by requiring AFI)C families
with earnings to pay a M3edicaid deductil)he. In States without a med-
ically indigent program this deductible would be equal to one-third
of all earnings over $720. The deductible amount is identical to the
amount of earnings which AFDC families would be allowed to retain
as an incentive to work. This approach eliminates any sudden loss
of Medicaid eligibility. However, although eligible tor Medicaid,
every dollar of it recipient's retained earnings raises his Medicaid de-
ductible by one dollar.

In those States with programs for the medically indigent, an AFDC
recipient would not have to pay the. deductible until his retained earn-
ings exceeded the difference i)eiween a State's cash assistance level and
its medically indigent level. At this point, however, his Medicaid
deductible could increase dollar for dollar with his retained earnings.
Finance Committee Changes

Although the House provision eliminates any sudden loss of eligibil-
ity for Medicaid, the provision acts us a substantial work disincentive.
since the Medicaid deductible increases dollar for dollar with retained
earnings.

In order to avoid establishing a substantial work disincentive the
Committee amended Section 209 to deal with the "Medicaid Notch"
by allowing Work Program families otherwise eligible for Medicaid,
who would ordinarily lose eligibility as a result of earnings from
employment, to remain eligible for Medicaid for one year. At
the expiration of that year, such families could elect to continue in
Medicaid by paying i premium of 20 percent. of income in excess of
$2,400 anmnally (excluding N ork bonus amounts). Additionally, other
families l)artfi•icating in the W ork Program (see Title IV) which
are otherwise ineligible for Medicaid in a State could also vol.
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"uttarily eleed to particilpte b)y paying a premium of 21) percent of
income (excluding work boonus) above ,$2400. Costs of coverage, for
those families oni at premium basis would Ie subsidized by the Federal
Govermimunmnt t0 Ithie extent premium income did not cover time costs of
belrnIlts for tlose families.

The Committee retained that portion of Section 009 of tile 11ouse bill
which gives States tlhe option of covering under Medicaid aged, blind
1n11d disabled pelrsonls umade mmewly eligiblle as it result of tlie increases ill

aymynunt levels to these persons proposed b1 the ('ommit tee.

Medicare Benefits for Border Residents

(Section 211)
Problem

At lpreCent coverage for care in a foreign hospital near tile [.S.
border is available only where an emergency occurIs Within. thojT United
States and where the foreign in.titution is the closest adequate facility.This limitation creates dilli(ultv in securing n0eessa m" non-emergency
Care by l)o|der residents who ordinarilv do and wouhl use the nearest
hospital suited, to their medical needs, which mllay be ia foreign hospital.
Muos'e Bill

Authorizes use of a foreign hospital by a U.S. resident. where such
hospital was closer tO his residence or more accessible than the nearest
suitable I'nited States hospital. Such hospitals must, be approved
under ati al)Iprolprialte hospitall approval program.

In addition, tile provision authorizes Part lB payments for neces-
sary physicians services furnished in conjunction wjt h such hospitali-
zation.
Finance Oomnmi/tee changess

The Commit tee approved the I louse provisions: it also authorized
Medicare 'l me|ltls for emergency hospital and physicians services
needed by beneficiaries ill transit between Alaska and the other con-
tinental States.

Payments to Health Maintenance Organizations

(Section 226)
Problem,

Certain large medical care organizations seem to make the delivery
of medical care more efieiient and economical than the medical care
community at large.

lediecarp does not currn'entlv pay these coill )reheimive Iwol.t'a ms O0l
at) incentive capitation basisiS at)(l consequently any financial incentives
to economical operation in such programs )a've not been incorporated
iti Medicare.

Two areas of potential concern arise in dealing with IMO's. The
first area of concern involves the quality of care which time ll.IMOs
will deliver. Most existing large I IMOsN'provid6 care. which is gen-
erally accepted as being as of professional quality. IHowever, if the
Government. begins on a widespread basis, to lpmay aset sun| ill advance
to all organization in return for tile delivery of all necessary care to

79-184 0 - 12 - 3
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a group of people, there must ho effective means of assuring that such
organizations will not he tempted to cut corners oil the quality of their
care b Iy using marginal facilities or bny not providing necesiary
c1111% anservices) in order to tnaximiizo their return olr "profit." U1nder
lreselnt reimlbursement arrangements. although there may be no il-
ve(tilvL' for 0l0ieiec\', neither is t ere an incentive to profit through
undcll.erservicing anld other corner-cutting.

IThe Scoild probhle i area involves the retitlirsentent of ll.MO's.
If an illI IM() wre to eutroll relatively good risks (i.e.. the younger anld
healthier M'edicvilC beneficiaries), i 'avilent to that organization in
relat ion to average per eapita non- I I 1( ) cost-wit hout accurate actit-
arial ai(jlist Ilients--cohtll result in large "wind falls" for the I M11O, as
the current costs of Caring for Illese, lneficiaries might turn out to be
much .less than Medicare's avel rage per capita costs. Addit ionally, ceil-
ings on wind falls- ini!!ht be evaded because fll I IE( ) coieivallbl could
inflate charges to it by related organizations the, rby iNmaximizinti profits
throlullt exaggeraltedl bI l~efi vosts.

It may not always he possible to (|(letet 1 and eliminate such windfalls
through actuatril adjust mient. F1uritlher, once a valid bmse reimbuise-
lnelt r-late is determninled, tllt issue remallis its to thie ,.extent to which the
1I10, and the (Goverillinlet should illhar ill any savings achieved by
an lIMO.
House Bill

'l'lu. I luste bill atutthorizes1 Medicare to make a single colhinlt, d Pa tt
A and 1 payment, respectively ol a capit ation basis. to a "l lealth
Milaintenance ( )rglnization," which would agree to plrovidte care to a
group not more than one-half of whom are 1vedicare I beiteiciaries
who freely Choose this arrangeeitent. Such payments may" not exceed
95 percent of present Pllus A and il per capita Costs in a given geo-gran•iui area.

T'bie Secretary could make these arrangements with V\isting pre-
paid groups anil foundations, aild with any new orflaization which
meets tile broadly declined tertin "Ilealth Mainttllalne ( organizationn. "

ianieae ('Comm ittee ?lwages.,,
Agreeing ~wilh ll the (lsirmalilit\" of aulthoriziunl reasonIlh Ier 1 al1itn

pay'ments to organizations whieh haie demonstrated a capacity to pro-
vidIe quality health care, andt( recognizing the :tlno) e problems, the Com-
mnittee authorized the followin:v a pproaeh its it modification of tite
I1M0 provision in the house bill

ELIGIBILITY FOR INCENTIVE REIMBURSEMENT

',lit, Scre1tarv would Ne authom'izecd to contract on fni incentive
(tlpitation basis for Mtedicaie service's with sul)stanttial. established
IIMO's: (1) with reasonallle standards for quality of care at least
equivalent to standards prevailing in th ltIO's area. and which can
be adequately monitored, and (2) which have sufficient operating his-
tory and sullieient enrollment to provide an adeequiate basis for evaluat-
ingr their ability to provide atllpropriate health 'care services and fom
establishing a combined lI'a't MNA-I r 1I3 caplitation rate.
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(hIxEn.R, R.Qhl• iIE'[FNTS

Such rein Wihl ISremenlt. would 1hp autltor'/zed for lM( )s which: (1)
have been il Op~eration for at least tNo vear... and (2) have a minimum
of 25,000 enrollees. not more than ome-lial f of whom aIre alge 6or over.
4'r.eeption

The Secretary would be •imthorized to make exceptions to the mini-
inum enrollment requirement in the ease of 1l\IO- inl smaller com-
inunities or spalrselv populated areas which 1h111 demonstrated throutzh
at least, : .vealrs of successful operation, vall);lity to provide health,
Car1e. service's of proper quality on at prepaid basis atnd which have at
leas! 5,000 members.

B] El .4 iIUI'IStM EX'T

'rl'h combined Part A.-Part B per .apita payment would he deter-
miiled (rad administered as follows:

1. An eligible I .IMO approved by the SecretaIry for per capita re-
imbrhll.sement would submit, lit least 910 d(ays prior to the' beginning of
Sl)prospeetive Medicare contract yeari, an operating costs a(nd eiroll-

ment forecast. On thie basis of the (est imate an(l availalble information
regarding Mledielan, costs in the lIMO's are,, the Il() and the seere-
tan'v would arrive alt an interim per capital reimlirsement rate. The
rate would reflect (,stim•ited costs of the 1.1() for its enrolled l)olbh,.
tion but might not exceed 100 percent of the estimated I"adjusted aver-
age per eapital cos"t"* (its (lelinei below).

2. At the beginning of the contract period, the II.M() would be,
pa)id monthly, in a•lvance, the interim per capital prepaiyment for
the Medicare beneficiaries act uallv enrolled. The 110 would submit
interim cost est imtat es o)tn a qu(arterlv basis and the interim payment
could he adljusted as intlicated in sulch estillmates. subject however to
ti liinit:t llmns -et forth below.

3. The I1IM() would submit. annually, independently Certified finami-
cial statelni'nts, including certified costs statements allocating IIM()
ol),eratting costs to thII Medicaen, lp)olilt ion in llproportion to utilization
of 1 0IM() resources. Allocations may uIe statistical. deimographie and
utilization data collection and analysis methods acceptable to the Sec-
retafiv illl lieu of fee-for-service or (ost-per-.service methods ill the case
of tni I11.M which does not operate on a fee-for-service hasis. Such
statements N•ould be i•eveloped in accordance with Medicare account-
ing principles but not necessarily on the basis of actual case-by-case

aItienl .erviet.. All.hl()'s would 1be subject to auldit in Iaecoi'olane
with the selective 1udit procedtlures of hthe B1ur1ealu of I health Insurance
and would also be subject to audit and review by the ('omptroller
( General (a11nd tile I ne,qeet or ( ,'neral for I Heal Ith ('Car adhmninist ration).

4. The Secretar'v would retroactively determine on atn actuarial
lbasis what the per*capita costs for Phart A\ and Palrt B services for the
lIM(s' Meedicare population would have been if the population had
l)een served through other health ('are arrangements in the same gen-
eral area and not, enrolled in the I1M10. That is to say there would be a
calculation. On the basis of experience in the same or similar geo.
gratpliical a rens. of thet cost for the noln-IBlO group of similar size. age
list ribultion, sex. I-ace. institutional status, disability status, cost experi-
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etIee for tihi, Mtedicare contract t y'ear ill question, n1t! other factors
deeiwld IV t it(' acltuaries to he rtelevanit and material such as unusual
usaget of "loW-ost hosltiltls and ilon-usage of. speeialists. This hfgure
de, lned as "'adjulsted average per Capfita cost'" would Iwt determined

Is pIropll)tly its practicilal after tilt" eii(1 of it (3ol1iract Ipteriod. Maiy of
ite' diflietlt'it's and uticllrtaint it's of pre violusly sulg este~d methods of

rate' dett'iiitll('lot toll lri in nimize(d or elilminiateld b\ unakilig 1this de((r-
riiiuatioi, after Ole fiet'. Fo t"oexample. tih makeup1.I, of tit' e, rolled
pOl)ilaflt1 and Medicfare cost texpkr)inces--withil and outside, of the
I [.( )-woulth Id' knowi, ratier tIhan merely vstima ted.

•. If ti lt I. I ()'s I-osls fori lihe t 'l es of expenses' Im iii mlrsabl(' Illindr
1111div'nan, ih,.v Iha11111 tilt, adljuls;l average Iper vilpitil cost (the diffe•r-

OU'T,. (alled "'ilt .mvilig.s" would Ibe divided a1nd a11loated1 as follows:
QSna'ins between 9t) pe'retnt aind 100 per('ent woildi I•e divided

equally Ibetween ( •it'overnment aud (he lit.1(). Sa vinmgs between
80 percent and 9)0 pe'rcetit would he divided Ti'7 percent to the
(;hve Imni'nt Il and 215 percent to (he IJIMl). Savings below ti( 80)

rpectent level would he lilloilited tntiu, iv to ihe (Gov'ernment.
'ills, aluins 11 11! t ( ) operated at 80 ptiv,'eit of UmljUsteQ( average

per ('apita vosts, it would receive it share teqttl to 7 If) percent of the
acl~llol nergt per ea|)lta vos(, and( tile (Governmlelnt wVould I'etalll

1l2)1• ivent'Ii of (lios' ('(o,,s.
(1. At the, option of tlhe II.N1(. it could apply an"y amount of its

share of the saving toward improved bei,'ils, ''(uedl suppIlemental
prtnmiuim rates, or othlr advantages for IbeitieiUaries or retain tie
iiione\'. ft (o0hi( llot, however, miake Cash refunds to benlefieiarie..

7. if. on (lie other hand, 11010 costs ext'eed adjusted average per
c'alpita costs . (lth "-excess costs" would be, allocate(d Ietween tthe gov-
('rilllent, and 1 lit' I1. I in i he following manner"

Amly amount of ex('cess lt•t een 100 p~er('ent ad1 110 percent
would 1•, divided equally l)et€t\een tile Gov•'nmentt and the lIM).
,xce•ss costs betAvetn l10 percent and 120) percent %%ouit he bornle
2 per'ceit by the II\.1() and 75 percent by tile (Government. Costs

ill e\x'em of120 Ipecnt w hli l 1e borne ,entirttl" y1Iv the (Govtern-
livi. Ally losses ilit'Irred would calI'N'v forward and IN(. recov'ered.
irpol)l( thioll0l". bv Ihle II10I()0 and t(, Gove'rnmeint ill tlt. dit itre..\ix" h by.,,, Il te Gove•rn Ile.nt would have, to be, n'recolt-le ill full

In' for, aIny '--savings 'iUhll be paltid to an .IM(O) in ftnit' ye.'ars.

Reductions in Care and Services Under Medicaid Program

(Section 231)
Problem

'Tlue .NlteliCai1( Iraogramui hlas beent a signlificanl buI rden on State
finlianes. In tall ttl'ort to r'edl(e' fiinancial l)r'ess,,re 11po01 States, Section
! 902(d) of 'litle 1.9 l)oits that a State may rt'lt't, tibe range, lura-
tioll or fretlu', c'y of the services it p)roides 1t' iler' its Medicaid
porgr ain. ulit it caillnot r'tlti' its a ggrt'gat , texpenditures for Medicaid
f0o1 one N t'ar to tilt, next. This It militenalice of etrort. requirement has
forced a few States to either cut back oil other programs or to con-
sider dropping Medicaid.
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House B111
TieI'.l lolw- bill lp'ovides. for 11 cvolitl~lnllt, (if thel 11u1illilenalw(- of

elffort (.lau11,z with respecl to• the six Ilalulator" Ilealth vare ser\'icvs.
Tit' liroWisioll wmiihl l.whowe'ver. uiieil st-c(iou 14-120(dI) by restrictling
Ow I l ilt h Illilt' 1CO of villol i •lvilrltlitito thhost six Iit'uc services. TI',
Stlatle wouhl Ihe alelto Iiot iVli l'e .wopvt. ext cltll IiId v\ pll'IditU res for
(liltionil trePvi('es lprovi(Ided. sic.I is 118(iruI.I. hnlal a I vait ald eyegls'el.s.
1'IImoU e ('ommlufee ('Changes

'l'll, ( o'ittl tte' sul.sfitiwtei for t lie 1louts provision -tau amendinet
repeialig Svt't iou 1902 2(d)--enuitI'ly. Tlhis ation is cousist, lt with
('ollllittee antd Sellate action on I I.R. 1`7550 in 1970.

Payments to States Under Medicaid for Installation and Opera-
tion of Claims Processing and Information Retrieval Systems

(Section 235)
Problem

M1111%" States do 11ot l\' tha leef'etive claims administration Or properly
desigiu'd illfoluat 1io01 storage and retrieval systellms forl their .ledicaidi
P1i0"I'lro ills an(d do not possess the Iit' ivial aind technical resources to
developI theti. Thi'eir rtco•i.Pt today is to co11'itra. with privatle co(0l-
illiets for t heir data plr(wtesuig.
[Iou.w X;1,

I..\ult llorliZe'S91 Ipe ni'c ln Fed eral 11nntelhilg pnl\' enls to wvardI tht. cost
of designinig, dlvelolpinig atiit inistallilng mitlhailizt. d claims i.oemssing
alld information ret rit'val SSt'tilns detvlled ie, .'ssalN by t liSt secretary.
'l('i l'tthltral govl'Ililliiet %%ould lSgist St-ales wit h techilical advice,

and d\'vtlop)ilenit of ihl0ht' \'.t- (s lt'tSp l'ril mat cliljui at 7-', percent
would be p~rovided(l toward the (costs of ol)erlt illug suc-h s%-tems.

2. ulhor.izes 9!)r inalclillg for 2 Ntears, (ull to a total of $150,000
a111allv') for thie de'velopimleut of .ost t ltiuitiou s\.'lte ms for lState-
o\\ tied gel('ral hospitals.
kinowi e ('Commnitte (hthwiqex

The ('ommittee deleted the first pirt of tI lt I louse iro'isioii retain-
i•g. h](m\mt'rt'i'. pta Iri alt lhorizil l frulIs for cot*t-det, rili nation
systems.

Provider Reimbursement Review Board

(Section 243)
Problem

I uder present law. there is no Sj)('ifie provision for ait appeal by a
provider of services of a fiscal intte:-Iiedia ry's filal reasoialhle cost
determination. although administr:ative p urctedures exist to assist pro-
viders and interiledia ries to reach rtea.llahnl(e setthIletent on1 dlisplited
items.
Holmsve Blll

The I loi.t, Ibi1l estsablishtes a P'rovider lcilllir-eiitilt lRe'vietw lioard
to ,ol ..idlt'r 6lislittts 1tt'tv'ill a proveih, and in lit t.rodia i-'% %%here lit(h
allojulit al iSsue is $1,0l()000 or bllort' a 11( whete lte pirovid'r has filed
it tioiely cost report. De)ecisions of theIt Review lioard would be tinal
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iiilts II, Swi',l-atlv Irvenl.ed! Ihe lhoard's decision within 60) da's. If
smel a revviN.-al (..s IOwe provider Wold have I(I' right to o)laita
jidieial I ,Viemw.

Thll I, oii4 provi.•ion is. similar I o i "iSeltteI, inveiilment to II.R.
I 7.550 in 197)0. i'!11, Iloust' didI not iiiclide I llo' pl)0tio bs of the earlier
set'llmz1. aitvltldinent 1% hiel u. oild ill low p)rovidel.r. as a grouI). 1o ilt)lail
IIrerIg(,l It e alnl1lilts of $10.000 oil i 10oliiiiioli issue: andI which would
allow alplals to tlw hIoard lbv 1 rlrovid(hr wlher iltew intei•iiediarv
fails to m1a, I imelv fin' 1 costs d(I erlilinat ionls.
i"'hwnll•e (Conmmillee ('httng~e.

Th'1e (Commit tniee suil.,stit lV(I hed Iiit 197i Sellal. hl.laitiguim and ad•ldd
language ,relbirii g ihit Se(rl'tary to I'jioit to t hegi.lati' (olliitttes
at he( en.1 o t he first vveai of ol)eration of til lirovisi Concerning its
(11 palpit" to filnet ion t'vlhtl ive-y 1111(1l %%ital ely as wll as any. suggest iols
lit' m igh.rljt lIap foIr i mIl rovl m nlit o f the proce s. .

Physical Therapy Services and Other Services Under Medicare

(Section 251)
P'robhlm

Ph'sicaI therapy is l.'rslit Iv covvt'rdt as an ilipat ient seice, and as
till ou'tlptthilt service wl'n furnished through a- jart icipating faeilitv
or }lnil hoivalih lg'llpncv. Services calllnot be, provided in a therapist's

All additional problem relati jg to physical therapy is that a patient
can exau1ust his impatient benefits ant continue to receive( payment for
treatment on/ if the facility (tn arrange with another facility to

furnsh (ie it,11wit till faclit Mafinish the t he•rapy as 1 n outoPat ient. service. For example, a hosp'ital-
izetd patient wIId( receive necessary physical therapy as a Part A
benefit dluiringi his 1l0 dlays of 1'overagi'. Bt, if his lhoslpittil stay exceeded
90) days, )I(- ohli he reqi•red to se.c.re s'luh services 1nldel: P•t l 1i from
a I lome, l leaIlth .gncv-eveui though tiht hospital. itself. was capable
of flroiiiig the ieClit(, thelha)y convi'iiet Iv.

Another p)roblhm is thw ralpi'dlly i ereasiillg cost of physical thherapy
st'rv,4,les a 1id fiidtingps of abl ii. of i lleiIie.it
Mime, Bill

T'hIe l onti.e hill would include as covered service's 11111.hr Part II.
physical t li)ra111vM jlovide(d in ti h. therapist's oflice irnder such licensing
as the Sverelary may reii r% {1111i and rlsua tlit to a physicians' written
planhl of trealnlilell.

It wooId also ant lim.izt a hosluital or exttelided care facility to pro-
vide outpatient physical therapy services to its inpatients. so* that an
inipa tietlitol'd conve'ielyt ll rittivt his IPart I l)entefits after his iIpa-
t ient benefits have expired.

Fiilallv. it m•ould control physical therapy costs by limiting total
javinvi'ts ill 01w1 \ var for servicess hv all ilill pelihlent practitioner in his
ollice or tIt.h I mtielit's lhonme to .$100. O'and In limiting Ir l'eiblblursenenl for
m 'Vit's p)rovidhedl bv wdi'ical amd other theralpists il in1) ilisttiltional
setting to a reasonable satlary-related basis rather than fee-for-r',rvice
basis.
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Finance Committee Ohanges
The ('ouimil lee modified the II ouse provision by aldoptii i lanigiage

to assilure that factors. such i1s Iralel tiIme, hte incuidlel II tie cillclla-
tion0 of sahlrv- related reinihur,.setnent and dehlting tile Irovision that
MoIIlol have established it Iitw alld seplrate lwenefit of itl) to $100 an-
riiallv for .erVicTS lprov'ided by an independent physical therapist ill
his ofice or. in a liat lent's honue."

Additionallv. tIhe Committee will include in its Report instructions
to the Secretarv i designed to aissu re that reasonabl)1e a rrangtieinlents may
be umndertakemin mu riral and smaller l)opulmit 1io0 centers to enlhance
availability of physictal tlerapy ill those areas.

Waiver of Registered Nurse in Rural Skilled Nursing Facility

(Section 267)
Problem

There ar'e .wile tiiral mutI'sing hiommies Which (a'3 obtain it registered
it.itii to work one shift 5 days a week, but which are Inalle to obtain
tho .. IrVices of tin addit onahl rtgismered nmrs, to work oi3 the other
2 days, generally It lt weekend.
llo01.1e Bill

TI'hie I hlle b1ill would allow mi complete waiver of tilt, r'equireiitI t
for rt rgi.,tqered 1u1l1rse ill a r11ral tii.sinig home, if thert is5 no other
skilled nurllsing holnite ill thti. to 31t)t4 j pattientt. Ieei(s. Ililter the
hill a skilled nursing home could fuilietion0 without. aliy skilled nuise
at all.
1711' (1,10'Committee (1/hanies

The ('omnilitee (llodilied dlit provision granting waivers for
certain riral skilled nursing facilities which iare tulll)be to assure the
l)rest,'ti( of ti fll-timl, registered nurse i such faciliti•es 7 days a week.
The Committee modification would allow a rural skilled tinrsing home.
which has otie full-time registered inrse and is making good faith ef-
forts to obtain another. a special waiver of the iIIursing requirement
with reslpect to imot moret inn two slAlft.:. such as over a weekend.

Ti,; special wuiliver would bw a lithorized if tlit' facility had only paa-
tients whose physicians indicated that each such patient could be
without a registered nurse's services for it 48-hour j)eriod. If the facil-
ity had any patients for whom physicians had indicated a need for daily
skilled nullrsing •er'i(ces. the faciltv would( have to make arrangements
for a1 registered nurse or a iphysieilai to spend such timnii as wvas neces-
sary at the facility om the un('ov6ered day to provide the skilled serv-
ices ee(lced.

Coverage of Chiropractic Services
Problem

Chiropractors are not currently eligible to )atlicilpate as physicians
in the MedMdicarme program.
House Bill

The house Hill calls for it study regarding the coverage of
chiropractors.
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h'iisue ('omn lern ('hellre.%
The committeeee oil lFianlPce deleted tile .Stith" of 'hiropractic serv-

ives called for ill t(e I oluse Ibill aIn 1111(1 tit llild it PI'OVisioin providing
for the (over(l' e 11hider M.(Idiclr'e of service', involving Ireatil(ent by
iieatiis of inntl Inlipjlaitionl of tihe spine by it lie•ensed clhiroplractor

who meel (i'lept. 1in eiamun .a (1 l. rs llishle(l Iv ihe dveretlarv" of
H health, Educat lion, and W\'elfl.e. The i qlllmt limlitations oil ch'iro-

practic services alpplicablh to Medicarel would tilso pertain to States
providing slichl care midle M'.ledit'l 1id.

3. NEW PIROVISIONS ADDI)I)EI) IIY il FINANCE COMlMITTEE

Establishment of lProfessional Standards Review Organizations

Problem
'l'lheri are substllht inl indieat ions th1t1 a signifillcant amount of health

services paid for by Medicare and .Medicail ar' ill exces.'i of those
which would be fo(ind to be medicallV nTce.S41I' IIIIT' flI)l!-l)r'ifatQ
professional ll illli I'ds. ll lhrt h'rillole. li, some ull St IIt-0s SeI"vis pro-
v'ihd Iire of Ullnsa iSfalctory lprofe.s,4itl quality.

1fl,('ina1e ('oreu in i/h, . I memnlmeni
The ('oConittee provided for the establishments of Pr'ofessional

Standards Review Organizations S)olsotei lky organ ixat lns repre-
sentingl substantial umfllers of practicing physicians (usually :00 or
more)0in illI'il areas to assume vresponsilbilht for om l)reheiisi ve and
ongoing review of services covered under the, Medicare and Medicaid
PI'ogra1ns. . i T'e plrl)o•' of the. imenldment. .w'old be to assure proper
ut ilizattion of care and Services pro'Vided ill Medicare and Medicaid
utilizing a formal professionai'ClentiiSil reImepsemIttilr the l),I-'o(leSt
possibh, ('ros,-Sect. ion of practicing physicians in l .anra. A- l)l)Apriopiate,
.qlfeguanl ts are included so as to adteqiuately provide for protection
of the public interest and to prevent pr)o0 form' aSluinltio0 in
(arrving out of the important review act ivities in tle two highly ex-
)ielsiv l'prna', ls e he amentdimuent provides discretion for recogni-

tion of and uIs by the JPS() of ell'ective utilization review committees
in hoslpitalS 1111(i inj eical orgranizat ions.

Coverage of Drugs Under Medicare
Problem

Tihe costs of outpatient prescription drugs represent at major item
of medical expense for many older people. especially for those sutl'er-
ing from chronic and serious illness conditions. I'he costs of such dIrugs
are not lreN'lnt ly ('ovetd iuimder t he M.(licaire program.
Finance Pommilhc. I mendment

'I'lle (Comoittet, 1iti.ml(hd 1 ait A of .ledlicare to co') ei the
costs of cetla ill specified (1 rugs, pucIhase'd oil 11ni outl)pat ieit basis. which
are liecessa r\" in the tlleatllnellt of the mnost Common, cr'ip)p)ling or life-
threatening chronic disease conditions of the aged. Beneficiaries would
pay $1 toward the cost of each prescribed drug included il the reason-
able cost range foi thie dI'img i i'ol% ed.

The amendment would cover specific drugs used in tihe treatment
of tile following conditions: arthritis, cancer, chronic cardiovascular
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disease. chrolie kidnev disease, h ironic respiratory disease, diabetes.
gout. glaictloit. higlh 11lood 1 pressure, rheumatism. tlhvroid disease and
tiul)erciulosis. '1lhe a tn1ildilent would limit reilmlbrsement, to certain
(1 rut 1151sd ill Iw lie Irt.inlit of Idhis' (0il it iolts. For \.miliplh,. peoplee
with chornie heart (disease often use digitalis drugs to strengthen their
he itl) .alt ltll iot.gla Ill (I ItrgS It) 'eclvlU Ihlt (1lilgelr of 1loo1(1 clots tnd
(d t11Fs to lowte r Oil.ir 11o1d pressure. Tlh'ese tv\')t'S of drugs wouhl be
covered tilder tll hemtiineilit as t hey ari line;ssa" ivnlt lite treatment
of dile henarl conliliol atlI([ IllvY are Iv )ot Ivies of 1rugs which would be
used by people without heart 'conditions.

()tlu'r (I'ur1'. which night he tist',d Im)v t hose) with Ihclioti, heart conl-
(litionls ( sucl as sedat ives. Iranlullit'rs anId vitainuns) would not be
COv e'rd as hey a;e drugs whi1h a1i6 generally le.s expensive, ls
('lit it'l1 in treaty mi ille ( till n i 'lm h irtin ilillivillt to handle administra-

'live' as tiinv" ml iftis wit hout chron ic hlen i disease ma11 also ult ilize
these tv l)x" of ilI licat ions.

Hlw inn1 jo.' provisions of the aIIlendnl'nt ir e
I:hWqdblh'.-- led icalV r) beneficilries with one or Illuor) of the follow-

ilg c.;11(it io'nls:
D)ialbtes.
I I igh blood pressui re.
('Itronic cardiovastuhirI' disease.(li ronic tvsfi rat otw(disease.
chronic c kidney' disease.
A rthritis. goud and rheutunt isin.
l'ubercutlosis.

ClaUcoina.
'l'hvroid disease.
('ntlcer.

IBeneft/s.-Woudld include those drugs:
NeX(essniv over a l)rolonge(d pet(,io( of tihue for t retmuent of the

aI1boVe coMdit ions"
IGenterally sub~jvct to use only by those with the above condi-

This recommnendation would exclude dirutgs nlot requiring a Iphy-
sician's l)rescription (except for insulin). dl'tgs such as anitil)iotics
which are generally used only for a shot period of time. and drugs
such as t ran(luiliz',l.s and sediatives which mnay" l)e used by eligible
benieficaries b)ut also 1y manny other persons.

A list of the covered druig categories and illustrative drug entities
follows:

THERAPEUTIC ('.ATEtORY AN.) D)RIUG ENTITY

A(lhenocorticoi(ls (e.g.. Cortisone. ])examethasone. Hyldyrocortisone.
ltre'dnisone)

A.nt i-a rrii'thmics (e.g., Quinidine)
Ant i-conaguhmlants (e.g.. I)icuma rol)
Anti-hypertensives (e.g.! Reserpine)
Ant i-neoplastics (e.g.. CyclophosplIhamide. Flouroun t'cil, Mercapto-

plurine. Met hotrexate, Vincristine)
Ant i-rhetumat ics (e.g., lhenyllbutazone)
Bronchial dialators (e.g., Isoproterenol)
Calrdiotonics (e.g.. l)igitoxin, I)igoxin)
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Coronary V15ail ators (e.g.. Nit roglyceriii)
I)iurretics (,.g., I lydrochlorothiazid,)
Goult. sulpres,.milnS (e.g.. ('ohhelinile)

ItvJoglycenilis (e.g.. Insulin)
.li ot ivs'(e.g.. lhilovila rpile)
Thlivroid hormones (e.,.. 'I'h roil )

luhrculostat ies (e,.g.. onlino.alicvlte, lmliazid)
/,eunhjhvi men/ ,uIn (oxi ('owshto.-T'lhe limenl(,llit Would IIItilize a

relisoiallabhe (h1111rge r'imil)l1rsenlent1i 1 i0ethod. and wothil inior lrtCe 11
forIIuhIarI'v alpproleh. TIhe foiiuh"la iv ('511)l1 islied (couldI ijiid( e onl\y
drug elitities ill tilegigoi.it's Seliit iel "above. I' arit iei pat ilg pdh irmIieticies
would filh, either their 1181l1l1 111d vluslonl lltV Inlmarkupsl~ or lrofimionmal

fee schedules as of ,Jurne 1. 19972, which would then be applied to the
estiliated ac(lui(sit 1 '1 vo.st of tihe drug productt. 'l'le I 1 I s aid ens-
(1ry_ i hliarge. iniludio.g mar k-up 1 or professional fee. for pItur poses

of P)10ogra1n pyaiullilets 1l(d al Iowa liVes, otil(h not exeeId (lit, '10.5I per-
e'lit ile of ('ha rges by c(m1 prablde I etl)(1o's it it 11 it I-ell for Similr qlit -
tities of tihe dosage form of it, (iedrug. ( )il)It ient (Irugs (disp)etnsed Ilyt aparticipating Imosp lfitl or extended. vare flivilitv. would heI, ptimlbnr.ed..
on ithe legilarllrl Par A.Nle~dwicar vo.,ts Iasis. lnerells's lit prevailinlg

mark-uips or fees would d be limited ill a fashion essentially" parallel tothIrl l~lplvlleal• to lph~sivilils' fees. "

miiaun'ing.--Pa rt .A .dleadiire payroll tax.
('O.W'.-$700 iit( illion with i .t1 $Io--paxv iit per pre.wrip t iou. There

would he lilt (llsetting reduction ill Iederal-statv Me1lica iil Costs of
$100 million its a result of this Mledicare drug coverage.

Inspector General for Medicare and Medicaid

Problem
There is, lt present. no indelendentt reviewing nieehanism charged

with specific responsibility for onlgoilig and conti inning review of
Medicare an(d Medicaid in terms of the fllii•nv and elhfctiveteess of
program ol)tratim urnds 1( I luince withi ('olugrssional intent. While
lEl"W's Audit Agency and the General Accounting Office have dloie
helpful work, there Is a needl foi day-to-day monitoring conducted
at a level which can promptly call the attention of the Sereil'ar" and
the congress s to important prol)lems and which has authority to
remedy some of those problems in timely, efl'eetile and respolWi)le
fashion.
Finance Committee Amendment

Under the amendment, an Office of Inspector General for Health
Administration would be established within the D)epartment of Health
Education, and Welfare. The Inspector General would be appointed
by the, President, msould report. to the Secretard, wol( be re
sponsible for reviewing and auditing the Social Secuirity health pro-
grams on a continuing and comlpi ehensive basis to deter'mine their
efficiency. ecolm•olm . anlld consonance with thuh Stat ute and (Conigressional
intent.

The, inspector General N ould be authorized to issue ail order of
suspension of a formal regnlation. practice, or procedure which lie
found inconsistent with the law or legislative intent. Generally speak-
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ing, such slIspnision would h)eCome effective not. less than 30 days after
issuance unless ; sJ)ecificallv countermnndedl h(l the Secretary of I1I44W.
11)0O1 issuani of an order of suisetsilont the Inspector General would
he required to immediately advise the committees on Finance and
Ways and .\leans as to llth, findings and biasis for the order. If the
Seer'etairv CollWtnerminnlds, he too would he required to illmmediattCy
advise dihe legislative comnnit tees Its to tlie reasons for his action.
Th,1s, a serious issue involving a question concerning ('ongressional
intent would he plaed bcfor( the Ic0 1onmmittees having jurisdiction in
orderly and delineated fashion.

Medicaid Coverage of Mentally Ill Children

l'roblew.
Present. law limits reimbursement under Medicaid for care of the

utentallv ill to those otherwise eligible individuals who tIre 65 years of
ago or older.
Finance Commiliee Amendment

T'lh' Coommit tee hill would authorize coverage of inpatient care ill
mental institutions for Medicaid eligibles under age 21, provided that
the care consists of a program of active treatientt. hti it is provided
in 1ni accredited medical institutions, and that tlie Starte maintains its
ow'n level of fiscal ex wilditures for care of the mentally ill under 21.

The aiimendmit en it[.1o PltoVided for demonstration l)roj(.('ts of the
Intent il bl)enelits" of extending Medicaid mental hospital coverage to
mentally ill persons between the ages of 21 and 05.

Public Disclosure of Information Regarding Deficiencies

Problem
lPhisi.ialis and the public are cuirrentlyv uinawar, Is to which hos-

pitals. extended care facilities, skilled nursing home and intermediate
care facilities lhave deficiencies and which facilities fully meet, the
statutory and regulatory require.ments. This Olperates to 'discouragetlie direct o of physiciaii . patient. and public concern toward dleicient
facilities. which might eticotirage them to luptgrad(e the quality of care
they provide to proper levels.

FIinance Committee Ame;dment
The Committee added to the I louse bill a provision under which the

Secretary of Health. F"dueationt anld Welfare would be required to
make reports of an institution's significant deticiencies or the absence
thereof (such as deficiencies in the areas of stalling, fire safety, and
sanitation) a matter of public record readily and generally available
at Social security district offices. 1Follo\%ing COlltOtion of ai suil\e\" of
a health care fai'ilitv or organization. those portions of the survey re.
lating to statutory requir.enietits as m\ell as tlhoste addit ional significant
survey aspects reqquired by regulation relating to tlie cap aeity of tile
facility to provide pwopejr care ill a safe setting \\iould be iltitters of
plblic record. In tlie case of Medicate. such in formation would be
available for inspection within 90 days of completion of the survey
iip0on request in Social Security I)istnict Offices. ald. ill the case of
Medicaid. tle information would be available itt local Welfare offices.
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Extended Care F'acilities-Skilled Nursing Facilities

Problem
Seriol'. problems have nris'On with rvi p'ev(Inct -1klie '4kilWj,.unmri og

home Ibet( efi' I IIt IoIeg r In II i vacit Itit I Ih fI I cI I vItIi*t iiI)2I'e IIn •lit leai*'

I( (leiearw of nedivin,. the h etfi oiti.n of ,ligililitv hit IHton PX-tn, mlelv dillivillt (o apply ob~jective ly amld, vo..,,e~plently. has hed to•
groait ;liý-,Stisfl'etioln oil the!...trt of, iplienllr. Iroviher~s. 11111I ira'ti-
t iol, ns, resulting ill Inany aianlittes, refusal to Pa-ivitvlle• in Im-,divare•
anld WidespreIwad r(,I I'oavi-,lvcIVI. l'ttl of IXIl'ilefts.

.Medicaid hits its own .'t of prohblems witll respect to skilled iUr,'siolg
home iere. Tl'h.•se intllide. according to t(he (General A.ecoliti llog ( )flie
and the' II i'W Altdit Agency. widespread iiiltl-l rohia Ie Idiave'ient
of p atients in skilled nursing homes wlu, more ,I•rp-rly belong ill
other inls ititt lotlil seltings--su.h as intermediate care flei lities---aod
widespread noneompliince with re(unired stantdards. It a2ppear's ditili-
cult to insist that a skilled nursing fitility meet fill ,met'ststa*y sta l-
ards without, at lilt saille ltittle. ami inig that rei'imhur.M'.ete(lit is 1'lli-
lalble for iitceve *' t.1'i Vare il t(lie pro Pr, .e-ting. Int general. 111t111 is not
lie ease today. The ('ompt roller (General aid ttlIn' iave rel)'lt'(I

on the often Irnatiomnl payinentt't medilaisms developed and It1ilizedI
by many States in reimhur'sinlg for mtrsing home cai'e. ()n an :iggre-
gitt' basis, it appeals that nursing homes are not underpaid. I lowever,
because of tie arbitrary" pLItII'Iet St'ucht res in 11Ay Stalts. il :ll
pr'obablility 1 mally faeilitties •tre heing overpaid for il. vare they lpo-
vide whild others. are being underlaid.
Ih71101n0 ('om mifev .I mendments

a. ,onfo'mhnqy Stamnalylds for E.:'t1nlidetl ('my, and SA'Mlled .\'um.*mnq
Home 1lrihlities.--Il COmmin1t tee hill would establish it single dtefnlit-
tion and set of standarls for extenled care facilities ulider .\ledval('21
11d skilled nursing homes indyer Medicaid Tl Ih p i)sioll 0.cealtes i1

single category of "skilled nursin g facilities" whlich Iiwould he eligible'
to participate in both health varv, programs. A "skilled nur.'sing
facility" A\ould lxh defined 21s fill institution ilieetilog tlie l.p't'eset deli-
nitio&'of an extended ('are faeilitA" and whielh also satisfies vei,•12il
other Medicaid requieniments set forth ill the Social Sveuritv A.\t
IThese changes are intended to reduce ('1, )1 iiatilye acttitity a t'reil-talw.

b. "Ler'el of Oare" Requh'ement.v for Aa/-lended (Otre.-Thio make
the Mehdicare extended-care bcnelit morwe equitabhle antid suitalble to til'
post-hospital needs of older citizens. as well ls to avoidI the proldehm
of retroactive denials of coverage Which liavve olatged .ltdiear( !a-
tients atnd facilities, the Committee bill would change the level of care
requirements with respect to entitlemoent for extihded care beInefits
under Medicare. Present, lawA would be amended to authorize skilled
caro benefits for individuals in need of "skilled nt'siog ('l1'ar, anId/on'
skilled rehahilitatio0 rServicffs on a ldailv basis in 21 skilled nur.'singl,
facility whlich it is I-lactical to providehonly oil an inlpatilent basis.-
Medicare coverage A0ld also continue duIring short-te, vni I)('miods (e.g.
a day or two) Adhen no skilled ,,rvi'es were actually pirov'ided bIt
whenl discharge from a skilled facility for such brief perbiodl was* i•,it hevr
desirable nor practical.



e. 1.-1)av Transfer Ieq90remetit for E,,xrfended Care Benefits.-
lI Tner existing law, .1Ied icare beneficia ries are entitled to extolled
care benefits only if they are transferred to an extended eaivt, facility
within 14 days following discharge from a hospital. Tile Coil)iiittee
modified this with respect to certain patients. An interval of more
than 14 days would be authorized for patients whose( conditions did
not permit'immecliate provision of skilled services within tho l.1-day
limitation (e.g.. patients with fractured hips whose fract ires have o;t
mended to the point where physical therapy and restorative mirsing
ean be, Cutilized). An extension' not, to exceed 2 weeks lbeyon(d tile 14
days would also be authorized in those instances where an admission
to an ECF is lprQVeIited bc, eause of the non-availability of alp)1ro-
Ipriate bed space in facilities ordinarily utilized by patients in a
geogra phie 11 rea.

d. R'enibrseirent i)ahes for (Ore ;I ,-4led ,\uilsin PaeddiflCs.--
'l'1w (Committee added it provision ainei.dilig 'lit le 19 to require
States. by 1idly 1. 1974. to reimburse skilled nursing and inter-
mediate C' Ir' facilities on a reasonable cost related basis, using accept-
able cost -findling techniques 1111d methods alpproved 1111(d validated by
the Seeta of 111EW. ('ost reilmb'sem ent iiwthods which tlie Sv.-
retarv found to be acceptable for a State's .ledicaiS hI llogni would be
adapted. with appropriate adj uist mnent s. for plirloses o)f Nledicare
skilled nursing facility reimlnhrsemnent in that State.

e. Skilled Yursin" Paeilit/ "ertifieation 1e,'oedulreN.-'l'he (Conm-
mittee also added a provision 11uuder' which lt e Secretary of 11IB'd1
would decide whether a facility qualifies to particilpte als a "skilled
nursing facility" in both the MIedicare anld .1edicaid prorramis. T[le
Secretary would make that (letelnnination, based Iirincimally upon the
appropriate State health agency evaluation of the facilities. A State
could. for good cause. decline to accept as a participant in the Medic-
aid program a facility certified by the Secretary hut could not over-
rule the Secretary and receive Federal Med eaid m1ratching funds for
any institution not approved by the Secretary. The Committee also
incorporated into the amendment proposals of the Presidlent regard-
ing full Federal financing of skilled nursing facility and intermediate
(eare facility survey and inspection costs attributable to the Medicare
and Medicaid !uro'gram and the training of additional Federal and
State nursing facility inspection l)ersonnel.

Authority for Demonstration Projects Concerning the Most Suit-
able Types of Care for Beneficiaries Ready for Discharge From
a Hospital or Skilled Facility

Problem.
It is not unusual for it previously hospitalized medicare beneficiary

to need services other than ihose covered utnler the program. A bene-
ficiary who is dischargeed from a hospital may need further institu-
tional care for a condition for which he was hospitalized. but the care
required is not. skilled care.
Finance Comniittee Amendment

The Committee authorized the Seeretar'v of 1lFW' to exneri-
ment with methods for determining suitable levels of care for Medi-
care patients who are ready for discharge from hospitals and skilled
nursing facilities and no longer require skilled eare. including some



terminallNV-ill Iplients but who are tillable to 111 6i1lt111 li tl1$('selves It
lholmle without soime sol' of adhlitioal assistance. Tli exjwriiii(iis 1n(
demiollst ltit 1011 )roJects could include (I ) making Medicare pIavmentfor each day of eare, providhed ill lil intermlediaite eilre, ftilInty, el.llllt

11s ole eoveI,'d day of skilled nursing fieilitv care. if t lie ar' was for'
the condition for whliclh tlhe pelsoil was hlosllitlllized. (2) covering the
services of homeinakeis. where inst itlutnioinal services are Ilnot needed.
Such experi'mewntS %%hlo be a imedi at (leterminintlng whether .(esuch cover-
age could etllect ively lo•l.r long-1ni 1ze costs I"by Ipost poning o' pre('lid-
ingl the need for higher cost inst it ltllioal cre 3o' In. sholo'tenling the pe-
Hiod of Such eille. and aseel'talillinig what eligillllitv I'ules ma% he ap -
pI'Opriate and h(le resultll nt costs of a1)1ll itionl of vailolils ehfgibliity
irequiileentls. if the project suggests thatl exten 1siol of tl(llh eoveriage
g90iPI'l'l,. would I)e desial)le.

Physicians' Assistants
IP''ro/em

(O)ver the past few years. 1 ilumberl of irogurams have Ieei developed
to trIaill ilieSi s'i1 ,1511ssistlts. ihlese' iSi4t lints alre seei as it wa\y to

extenIl( Ihv hysivnn'nll'll i iroduielivitV 1lil)( tol)'ilg ('in Iv' to ma1IIny who
wvotld otherwise not i'eceile it. III' is eiir'eiitly Stllrtilg the
training of these physicians' assistants. Theme are'some 100 expert -
Iiientital t ainingl Inogl g'ails for lphlysician assiilunts 111d (III',se pIaCti-
tioneis. lach of these, however, is stiretui'ed dilrerently. reflecting thie
lack of i•gr'eemeil aniong p•iofessionals on tihe exlperijence and edluen-
tiota l slhul he requmIred of training p)r'ogr'am11 applicant s, the con-
tent of tlie p•uograias. or the responsibilities 1)1d supervision tihat are
all)iolp'inte for their graduates. These unresol ved issues hale
Il'omlpted the A iiieiiali Mediel Associat ion. the A.mierican I Hospital
Association, the A.meriean llPublic IIealth Association. as well as tile
IDepartment (in its "Report 0il Iieensiu(re and Rlelated IHenlth
Personnel ('reden tialing") and other organizations to ask for a
mnoratorium oin State I censure of the new categories of health
personnel.

Some feel that it is inconsistent for I IIEW to support the training of
these personnel, while Mediere does not, in some Instances, recognize
all their services as reitluu.rsahle items.

Under present law, part lB of Medicare pays for physicians" services.
Within the seope of paying for physicians' services. the program nays
for services commonly rendered in a physicians office by para-niledical
Personnel. For example. if i nullrse adlmiisters an inject ion in the ollice.
Meedicare will recognize a small charge by' the lhhysician for that
service.

Medicare will not pay where a physician submits a charge for a
professional service. performed by a para-medical person, in cases
where the service is traditionally performed by a physician. For ex-
ampl)le. the program would d not recognize a charge for a complete physi-
eal exam conductedl by it IInurse.

Additionally, 3Medicare will not, recognize a physician's charge for
it service peroilled by a pamr-medical person outside of the physi-
cian's office. In other woId s, lie would not be reimbursed for an'in-
jeetiol administered Iny Ii para-mnedical employee in i nursing home.

thers argue that MWdicare does reimburse i)'ysiciafls for services

:3(6
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ly)videid bl) lhese, itw ly1ivllct , IS aISistants..,-o long Us the\' are .Cr'T-
RIPS e0oititnoiily provided lb parallprofe,%sional persolmel iii i ph'ysi-
c'lalls oflice. 'Ih;,ev go Onl to alrgule that. lin ti, he trailniling aM licenllslr
of pllhVSiciti Its' i.,sistanllts 1ecomies niore ittii form, it Would bl. i nllppro-
lpriiate for Medicae, to lake the lead ill enCollraging (Iloctor.--iby gelier-
OtIS Ileill)llt' rselelnt (o lust, )lIVSlciansl asIistaIIIts to work iiidependepntly
03r to e) Xalind theit' rtiS)ll0nsilities.
"l'i-1ii1ce ('O11111ffee ,'. 4 tlendmenIt

The eonilnittee authorized hlviilonsi'li ion )lrojec(s (Io determine llivt
most aii)lrol!ritite andi equitable ime liods of comiplensatinlg for the serv-
ices. of physiialns' assist ants (inelliding iiri.st, ll'tI'l it ioneris). T he 01)-
jectlives are (heveloplwielil of lion-Iilhlltolilry tilad less-costlv alterna-
ives whilc do not Ini•pede ihe coitiuling e'lor1s to expand the SUplply

of utjiilhi'fid physieiilns' assistants.

The Role of the ,Joint Commission on the Accreditation of
Hlosl)itals in Medicare

P'roblellm.
Several plroblemns have arisen with respect to the ,(. All role in

tile Medicare 'ir ,ihiiliat jol lir'5$oel. IP'resellt law speeilis l that lin illsti-
(ittion 103)133iW$ detllitld to Inllet the celt rlilaitcion reIjail reinents of Medi-
Cllrl, if it 'is tiierdited its ii liospitil by (lIi' .h oiiit Comnnission (ill Ae.
t'reditlation of I losplilills.

In addilioln. luhder the definitioln of it hospital, thl, section states
thal nin institution must mitet, such e,(linuelieli.its ass the Seret airy finds
necessary in thel interests of hah1, tihlind safety. except that such other
r'(lli rlilinilts ilaV no( be higher t111n thitile Colilla hlbiih requirements
lirescrilbedl for t ie ileredilitioll of hOsplitals by the Toinlt Commission
on thwe Accreditlation of I losl)itlals. Another section of the law does allow
aiti individulitl St itit, Io st higher, standa'rds.

ThI I('.AII survey process is not subject to Federal review.
aind all ,IC\I survey re'lports are contidniitial, available only
to tile ('onmiission 13ind the facility concerned. Consequently,
the Federal agenie(es responsible to 'ithe Congress for the ai'-
mninistratlion of Me(licare. tire not in ai position to audit the
validitv of the overall ,J('AII survey process and nlla thus ilillalle to
(ieterlllll tilthe, extent to which specif*e deficiencies ma111%Y exist ill tile vAist
majority of participating hospitals, since ,ICA( I survey reports are
not tiivliiil'h, to the S•oial Securitv Administriation. A further ]prob-
hn ila.ises because, lnidelr palesent laiw, Medicare is barred fromn setting
Itiny sI-tllinards which are higher hliili comparable JC'A II requiire-
i3m1itts. This has been interplretedl by Social Security to also bar estab-
lishmnent of any standards inl lil area where ,TCAII lihts remained si-
lent. silnce the 'law does not refer to iiany specific ,J(AII standard, but
rat her to tilly\ s arllidd lsp'escrilbed by theil , A C 1, tile law' serves as till
almost totaliaid blanket (lelegatiion of authority over hospital stand-
ards to Ii plrivaite ltrellcv. Thlls, if thl, ,oint C0ommn1ission chooses to
lower Ia standard. Medicare is obliged to also accept that reduced
standard. 'I'hough the Federal Grovernment is tied to . \AH standards,
a1 State mintiy l)romnulgate higher standards for facilities withill the
State.
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Finance Committee Amendment
lu- Committee approved it provisions mi|der which the State cetifi-

cation agencies. as directed by the Secretary. would survey on it I'an-
(10111 saiphle basis (or where sulbstantial i alhlgat ions of ionoIiildlitie
have been made) hospitals accredited by the ,Joiit ('om0insiol on
Accreditation of HIosp)itafls. T1his WOutld serve as a inwclinnisin to vali-
(late the , ('A.II surt cy proceed. I f delleiencies from the ,It"All sta id-
ards were found to exMSt in an instit ution, the M1elieare standards and
comlpliance procedures would be applied in that facility. To impale, ieut
this aut hority. ('Al, I hospitals woulCl, as a Condition of participating
in Nhedieare, agree. if included in a survey, to funnish the State agency
o1' the Seenetar'y on request with copies of the t"CA 11 survey report on a
,onlideutitil basis. The Joint C(ommission on Accreditation of l los-
pitals 1r0s dindlicated that it would eoolrite tully withI sllIl validlation
surveys and tle Secretary %ouild bIe exi)-eted to consult with and co-
opleratet with 1 ('.All inl helse act ivit ies.

I ndIVr Ohe p1r'oision lie Se('ret ary wonld bh tint liorized to promul-
gate standards as neesstar\y for health and safely afe (r consultation
with KI/,A1 aitd with adequate hlad-time withomut being Ihond to
,.CA II standards.

Maternal and Child Health
Problem.

The intent of the 1907 Amendments was to divide available funds
between formula grants to the States. afl Special project grants for
a few years, so that the F'ederal Government could fund innovative
special Iroject. grants which the1 States might. not be able to support
out. of their formula funds. Th'lle 19017 Amendments terminated special
project grants is of fiscal year 1973 and Converte'd all the 1)ro'ct money
to formula grants on the rationale that after a few years time the
States would recognize the value of am11( continue to Sttl)ort worth-
while lproj'ct grants as part of .an overall State program. Two prob"
lems have occurred in the interim. 1irAt the special p1-roject grant has
been utilized primarily in urban ghetto areas, while the formula funds
iHie weighted Iln favor of rural States. lITherefore. a shift of funds from
urban States with j)rojeet grants to rural States without l)roiect grants
would occur if the project grants were terminated. Additionally,
many project grant directors feel that with the pressure on State i-
nancles. Stilte health departments wotld be reluctant to Ilse new for-
mula funds to continue Slupport for project grants however worthy
they might be.
Finance Conm mittee A amendment

The Committee added to II.R. 1 a provision which extends for two
additional fiscal years (through Jutne 30. 1974) the present special
project grant autfhorization contained in Tith A V of the Social Security
Act to support, maternal and ehild health programs.

Coverage of Speech Pathologists and Clinical Psychologists
Under Medicare

i'robhem
Whiihe speech pathology and clinical psychology services are fit tines

useful to aged persons wýith certain (disrers. such services are rela-
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tiveIhV inlecemsille to tlit' aged dilt to t(hie smIIll percentagee t.)of Speech
1d1i hologists who are, iemp)loye'd by providers eligible( to pa rticipate in
ilt' Medicare pmrogiram. IPart of the prolbt'lem is ti% h et that (Il e pro-vidIe, dillic or agencI.y IIIIt It, be lvi'|lldl''|d

1"ll'h.ce' ('Oill mi'ile'e . I )lE mirael1
('ovterage of tle. 'ervives of lilical psychologists and .- )eeli thern-

lpists ot ti llt llpat lnt basis i. Ii't's, tlitlv: available inhde'. M.edieare if
tilt' ,Se'Vices of Sn'llt'rsoIii'.IU ti IV 'eitn'idr't'l itl a pIltvsh'iiill-dirteced
cil ie or outpanitient diepartment. 'li' ( Commllhittee Illet lidt'd it )1('OiSiOil
I't'li)'I~i glii the i' i n tht t smellh 4'ii01e1 It'sa. llilv be reIrll(-red ill ia(Ih y/*; f?.d;rehul elhnit' or olltlJivh lle depa iillenlt i lowever. lhe seIr'-
i'l,. would still have to he' Irov'ided in tll ol'g.rlliz(ed settitlng. lIII I iuder'
1 lhll of tll'e 11nul frentlltltll e'stabliished b)y a plhysit'iall wh'1o would
retalin overall irespon.ibilit v ft'( e lielit, elitS . IrV,..Adthdit ionally. with
ieslpect to )5s'clllogi(Id tlrellni it. si'li l (l)Ists would be ilhlidt'td in
andti limited lit, Il' overall $-.4 2 i50 litn itlation oln reinllbll-stllient
for outpillll ntilleillent of miental illne,,e.

lProvide Secretary Greater Discretion ill Selection of
Intermediaries and Assignment of Providers to Them

1','oldem
* k group) 0r ss•o-.it ill of irov'ieths of eei''icli-.pitm Is. extendedd

en m, facilities. and omlie helth Ii ngelnties-li. u ll'e (it( option of nomi-
ut ting ati (oI.grilliziYltioI (tilieili.g tit lFedei rI (Governmient ) to net

as tilt' "fisal htilt(riedllellh IT"' betweII tilt' p)mov'idvm- and llle (Govern-
elilt. (No slch n0omllilnatiio;n is alvajilnbe will I'estpect to ilrl, 1i ill palrt

II of Mt'ditn're.)
'ht Seeretltrv is antthoriZed to (Ilener into tin ml/rt'ti!elltl ' with Illi

orgrlllziillton or |ageniRIy o1li" if he hitnds thatl to (1(1 So w)ouhl be Con-
sistei(It with eetive ain ell (']iienlt administration of tite pi'rog•a'rl. ilie'

r laiV telll li(vliate agiremi'etl'nt with ti tiilt eiit'rlndihlrv if Ilit
finllds thllt it hals failtd to at'rrv out lie migreelmnll t o(r lihmt 'ont inittit ion
of the igrl't'lent is il('onsisielt with ielihcielt mlillilliist lilt ioll of t(it'
p)rogralm.
l'hoblem

I ,t would be, helpful to strenglihen adininistrratiive prerogratit'vs ill thit'
alin, itel of new providers. to ilntel'mlelldiaries mil(| tihe- Ieasllssignimellt
of it ing proviteli.•. I'hbe sert'tl'rv should hlidhve the )rillilllur nu1lthor-

itv to (leterminfe to which inltrlnedIliflir l)l'(V i(hWit nmmI 11 b 'eriessigniedl
when thev- wish to change intermediaries or where continued aivail-
ab)ility or it particularly lintel'lillilrv ill it given lo it' is ilieflielellt,
inelff'ctiv'e. or other'w\'iste not ill tle i)t',st prOgl'rlam interest. That is. tihte
Secret ry Should consider tlhe wish of tit, plrov'idher. b)ut I)t, eal)h to take it
dilrlel'ent 'ouimt•e of act ioll ill tile it t 'l est of ('lt'('t i'e j)rogrpil'l Ol)trll t oiln.

1"iune ('ommittee I inudmeim l
'l'ht I'ilauiee Commnittee mlniended section 1816 so as to authorize the

Secretary to assign amd reassign prov'iders to available intermedilaries.
lit w\oul'd take into alccounlt any lreferelices expressed by theil provid-
ers. but would not be b)ounid bIn their choice. The primary consideration
for his lissignnuent action wouul(I be tile effective and ethieileu ai(llinis-
tlratioi of the Medicare program.

79.184 0 - 71 - 4
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Disclosure of Information Concerning Medicare Agents and
Providers

I'robhlm
As part of its I'sljpmlsilbility for tidliintis. ratlioll of (he Mediel're

jlroginllll. IIi. Social SIv'eiu 'ilt" . . iis tio rat hi uitl la rly pv.I lpres for-
111111 eva linltl loll's of ihle p)erfoi-lllllllievo f) v'oll 'l110lor's-- 'l l'l'ieI.'s itI Il in er'-

filed(in rI'll'S-it1.l. St. ilt, atgiel'iei..s. which a.;ssi.i SSA in I'"roal.alln Itdill is-
I rt ioll. In adtitioll. SSA a.; )rtl)so It'ls l ograin vt llliht fll)n review
rel)oit's. which awil itlnhell'l to (It ll, -. it as nilitinitge'ieli'ut fhvie&s for
hil ('tll i' n il rnviil'l ries of St l dit ll'n$.111 14 r0 ' ofl t I l'le i()l t'f tOlls v mhiv1'i'l1li,selected providher.s of t" .,vivtes Iild somne of l" te 1slwels (or Olvir. Own
.\edieliel n oiperad i(ll'..

'l'hFuse, ,vaIt11iouls will repolrtI's allv of sigiliIieai1i1 help ill reviewing
vid ,tler it, overall li il istlraliut l) ' p four'lanee(of • lt i11'livitlltllI cola-
I'll'U (l'tor 11it palHttli.ll li' t.q '(' oif its o( Il'l ti.ll. k\ ildfioi l ,lv. the silIll-

0 11III111 e i o ~llsl I 0 1 (O lillp illl'iln g {hit( p l ' i rlt.l (' I.)f o n eit (O il| I 'li ol,'( l w vith

1h1t1 of ltloth lt' lla i' verve useful. I loev(er. Ih( ,st, evalitllift lis tllil I'v-
Iol'Is It re lb1it avtilahh, I o th, 1uildi•" in general.'T'he Fl inli'e (C'ottlllit ((I' R'VnO9lid Oh die'holmo11v which exists ill

I lis siuin loul. (O Ohw t e u1111 hani is it hi'Iedl forl mtblif ttwll'un'ss of uii'
tl'Iieiie'itt- .s or ootlil rt I 1''r0oir111111ii wilt ii t il' eoltl' ) l hll illng I l"'.p-
sures for ill proveneol inl admilli st'lii1 llt11at onhl.ly such'1t Iwitlretless
call bring. ()nt tile other hu11nd. there is tli it',ived to aivoid )reilnllltltre
pul)cl dis.lostiI'e of this type of information lilt(] to ioVide o(lilt rtc-
tors with st11i'ietl Ol)l)rl'unfllity t)o r'eSpon11( to (hi(, in formlal ion in the,
r1'ports before their 1lublicatioi1 to avoid release o)f ertronUeouls iindinigs.
without rebuttal. with inlay prov,' daniaging to their replUitations.

wiwince (C'01Well ee , nImendmeul
To tmeet this problem. the ('otnmittee anmen(Iment provides that the

SSA irgItular t nl11iake I 11)liti tihl' following ty'pes or( evaluatioinS and
'el)olI: (I) itidivid1ltu1 v'oit1acltor pelrfor'imance reviews it1idI oitelr for-1111I evalu111iOllS of the lwerfol1'111ll1v , of carriers, iltevilledilria'i s, w ill

Stltte agencies. ielttdintg tll reports of follow-up reviews; (2) coln-
paratliv' evaluliatiot s of till' perform nee of c(nilt r.lO.s--ineluilingcompa1'isons of either overall p~erformIance or of alw palrticular conl-
Itractor operation: (3) prograln validation su11rey 1elports-witi the
11nll],180f InId ividuall s dbeh, pdt.

The p)rOposal would require public disclosure (f future rep~orts.
Such reports woul inelu(lde only thlosk which are ollicial inll Ollitre and
not include internal working doculnelts such its informal memoranda,
etc. Under the proposal, public disclosure of evaluations and reports
would notl. b)e madle until the contractor. State agency. or facility was
givell sltital)le opl)portunity for conum'ents as to the aclluracy of the find-
ings and conclusions :f tll evalualtion or report with stich comments
being inllade paart of tile report where Ill' portions originally objected
to have ntot bleell mllodified ill lille with tIle cOlmment.

Diselostrl;e- of sul(hl evaluiat ions and reports should ilot les.sen tile
etrot' of SS, in its present ill format ion1-gat hering activities nor IS teill
provision in ally way to be inlterp)reted as othlerwise limiting disclosure
of information) required under tlhe Fr'eedom of Inforination Act.
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Access to Subcontractors' Records
Problem

It hits come t) thle ('oliliitte's aIitlention that sul5 ntli actors under
thile .edlieilii' pro!1i.1a1l alppirelitIv pan cre'iatte siulsidiary ind related
o1'anlliZat 1011% 11111 tl ie1elrv ovoid "'tequi1eilutt s ill t'ledit'ar'. toitul1'el(s
('a hilllJ f(il' lPl'odhii'1l Oil (if l it'l IPlllt'lt lnlltiil b~ooks•, d('((llillelitljllJ, )t]'I.

ant records.. of tlih sil.tii tiulor involving I i'a.asrltiou1.1 related to thit'
81l)(011(llor c. .kllllolghi lhe Nledivirr , s,,alhlle does not) ref uire prodile-

Il io v In. 5i sullrtt lriltol of lis cost ti ld oll0 Itir illiiiiiial n''ords. t lIe See-
itI itr%: geleral ly lils (olt utled access I111dlt'r flti ttI'1il1. (if his itillit,

l, ianee Cor mi'ffet I mendment
1I'lder tltu, (Co1111illitee Ibill. It r1quireinent wouldI be included Itidel.

illss XVI Il anld XI N providling 1ht111 flpSerrlal".\ I11111m inellde ill
till%* Ipinu'lllree voI11JV it wovi.sion (ialt 1willIe (co1111le1(.• osWhich ill tile

flit art'a, i ii1tl'ge for lelt''ruulit" '11 of pa it of Ilii r services lb slibeonit rae-
Itors. wouhl make uvailablte to tIlt. go% e tlilt'iit. Oil a volisol id•lted Iisi's,
(.o.t Iuil finlaneial tlutti for sillb1 ('itrat'ol lr 1111(a Orgolhllizilt0ll1 ie'lated to
flit sullcoltractor which pierlforut aulv lill of tlhe se'rvi'es ul1're t h,
ligugreat e SlIitbllin rllml cost is S,`.000 ();Ior IlOl'e.

Sinlilarly. it would vit required! ta utll S1wllt'lrilttS Sp''ifyv that litsiln011woulravor, 1111d orgallizatio11i relliled to (be sit11eolutrael1or, whliel

lerfori1 lilt pa Ir of Ille s111eo1t rfllet wouhl priodlit peit illeill finiilllal
Wooks. d•tl11it'1.Its. paper•s. uitl reeortIs lpoi 'lltl.est bly Ilit' St'Ceel"'tna1y.Ow. ( oml~l lhr (oll , rale-Il. ille Inslpector General. andI. 61• thec(ase. of l li,
.\hedivaidl program. app~rop~riate .•1111!e oflieillls.

F1a lutr eoComlyv witwili lfit,-' requirelentls would H groiuuids for
ter ll llill lllig II1)i ll l(,' lll ,ll i ll 'V s o)r c'lr lrIe r ss (fl u(, pll'illie (VO llll'aeto r )
part ieiplmlioll il l, I.t- il•,lielre,'pi-ogillil.

Duration of Subcontracts
I'robleut

("Ih, r lpreuLe l w..Nlplicare illterliediaries lilt( Carriers (the lP'i1,,P

((lltracltors) are generally cotntr'aeted for llilder telrIns which lermimt
tlie See"e'ta1'v Ito elle'l 'he (flptr'aulct lit it' end of each \'ear. If lhe
fails to give t lit liiecess.mvry not let' o(f aullieelhlt ion1. fitle ('olilt .lIlt is aulo-
nilat icallv 1eri'et ed for alnot h'er year.

111s5ilIces ht ('tia t to lighi where ,olne of tlese prime 'oiltra(tors
lilt Ve elt'letled hinto s111olet 1'ats tt )11 h 'tttih lt hlvnl l i teat which
lhe See'"etar1v t'oiuld terminal e tlit Plmilt' ('oltiracl. 'This seems ineon-
sisttllt wim10 ihle 'onlcp)t of flh llp il cout "ltra renewal liro'edure.
PI1opoRal

'Io (leal with this situation. tile Committee )ill would specify in the

Statute iliat f1t11tre slittit1'acts 111i11lot lit e1teled ito111 fo'rpt'riods
longer Ohw1 et l tinaiining term ft v ia prime tiit il iuiess such suhbco-
Iracts are subject to the SaUie con'(ltit renewal limitations lipllivablet
to the, prime Contract.

Waiver of Beneficiary Liability in Certain Situations Where
Medicare Claims Are Disallowed

Problem
Under present law, whenever a Mtedicare claim is disallowed, the

ultimate liability for the services rendered falls utpon the beneficiary.
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This is true even when the prognini has paid the Claim and sub.e-
quellnlv it is dtelertiiined that lille claialt sold liie reopened and dis-
lllowe(l. Thlle result is lhat ill iiaiy caiss a Ientef'iciarV is liable for
)fayinlelt ev'elt t11o1]gh Ii(e acted in good faith and did inot know that

tlite services lie received were not covered, and even though the luos-
ItiaII, physician or other provider of services Was at fault.

I'i7nuice (oin Alflr ., ulme htt
utter the ( 'omiitl tee bill. a ten'tiIiar•"ry could be ''held harihlevs' iln

c'rtaiiii sit lilt Iions whierte ('la lls were dtsalloiet l 11 hut t(he Ienefiieia rv
was wit bout fault. liit sileh si luait tios the lialuililt would shift .it her to
lilt' ( overlinment or to the Irovider--(ht'leillg ipoll whllther, for
eIxalniple. tIhv provider ulrilizedlI dle are (i.., ac(ttd rt'.lsoinltl)l l ) iii
applying Med i'vare policy ill his dealings Wilt i I elie lu i r"iit'it tyand ft h
( ;ovelillli'tll. Ill litl ret . lr(f('•s•ioiull Sn(ladarls lUeiview (O)rl.aniza-
lions would Ie elt ' led Ito give priority to dIlet t'ina1tiit iolliS.. l't'er ill
I(lvalle or ('O(lle'llri't'lt. designlel to Illlnlnuli h' ill, 'rol)leli of retro-

acl ive denials.
Where It , I' l 1I'elchial v wuas a itt're'. or should IItx e IK.'I'I a wai re. of IlIIv

faci I tItI lit' .II v t,-,'vrt'.v e wer t I1 ov v retd'.l, liiiltilit v would relnltin witV I I the
bIellefiviai'u % and t Ih' provider 'oiulhl either exlrl'rise his rights inuder
State hlw 1to collect for tlie services futr'nished or alilieal tie de(lerillllra-
lion t hrolugh dt, le l,'dicart, appeals process.

Whelr lilbetr Ihe beIl•eliiar'v Inlo' tI(, l'providler kniw ihat Iron-
COV%4'1sv ic'h'es Were involved. tlit. Goveril'uielt would asslillue liability v
for pillVmteiit as It liogh a covt'red ser'vi('e had been (i llrIlishvd. ('l'his
sit tintioul would ari.se ill mainv eases disllloe(1d 6l)'('lalst the services
wert no)t ile~lieially iecessa i rv uuI did not inett lilt' level of ('are requiru'e-
nunts ).. I loweve'r' when Mfibedieare, Iiadi' such. a l payniti'lt. it would
niak' ct'rlain I hilt t he provider is )uit on not litc that tht h type of service
rt'tu'etlv was not covered Wit i tlilt result tliat ill S1i1)seqlieiit e'ases
involving simuilir Sitllations and further stayvs or treanwents iu tille
given castlihe could not c•t1end llit hll t' exerci,'eil dhu.e care. '11111S, the
(;Government's liabilit v% oul( 1)be soniewhtI limited.

Where tihe provh~•r (liid not exercise (hi (' care (that is. It'e knew or
reaso.ablIv could be expected to know that such care was not covered),
liability would d shift to the provider. assuming that there was good
faith (;n the li)eteliciar'ys part. The provider would be told that lie
(o1lil( appeal t ilt itermlldliary's decision. both its to Coveragie of tlt('
servit'es antd( , due ('are. If. on the other hand, lite ,xereised his rights
undtt, Stilat( law tald(1 rttceiv'd r(il'iburscilt nit front lit'. be)nefiehirvy, tht
Medicare j program would inldeullnify the belneficiary subjectt to dC(lIlle-
tiblhs anti voiSlisrantlt) and wouilt Ie requir'I to setk it) recover
a tnoiints so paid frollo I lie provider.

Family Planning
Problem

Though Federal law and policy permit and encourage States to
extend services to low income families likely to become welfare recip-
ients its well as families already on welfare, most States have not
taken advantage of this o)l)oirtinity.

The progress which has been made under thli 1967. Amendments has
not met thie committee's expectations. The annual report by the Depart-
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nIlent of Ileallti. IEdiueat ion. liltd \Welfa re covering family planning
sn'vei'es inl-Iudes in formation whide makes clear that flit- Mandate of
Sthe ('onlgressilit tIl ,aplroprinte a( i'1 )(' revipienlsbe provided fnImily
planning s.rvives hils 1l01 bI'ei fulfilled.
I'bwme ('aigll ev .1 Imndm eld

The ('ommiltee i' ni'nndedI the Il ou-e bill to authorize 100 olreenit
l'eideral funding for. the to.,Is of flilil Ilanniyll .-ervices. 'he (Com-
lillte 'ItIlendilleni l l ilt O Ils() requ,4 ivSt, aleS to inmake i.lvailable on i%.o l ul n r\"l.% and 1.11f d bllhl u ia l b ilsis ý...uvh vo ulls' lin g , sen'vires, I mll su ip -

dies., diirevllv eand or olla itonit rail basis with (a in6ily I Jtining org'l-
niZalilt losh t hrolg ll diwth Stalte. to prrtsent,. former olr' likely reel, enls
wh) are of eliild-.i'a l' 111 r uigie desirinig s'ie'l ser.vives. The miiienttineiit
would also iI'e lte tli', "cll .0ra1I l1 .o. ' I )(AD funds Id"by . pe'(ent.
Ibeginning ill list..I year I9711. if a tlate ill the Iwi. ýelr fails to
inform ihe adultls in A I'AF)(' fiililit.,.; 111 oml . kfun' of dth avail-
abilitv oif family milIlin. .ei'Vii'' and or if Ihe StaIe' fails to let 1i.ly
JIrovilh. 0.' Itrrnlige for Such i ..el'vicvs for j•e nions dthsir'ing to r'e'e'iv'
Ihell.

Penalty for Failure To Provide Required Health Care Screening
Pr''obhlm

.\l alnV Sti•ttes ha11i' failed to implleiment til .h.111t11torlV e111lil 'Momie'nt -
or hai', implemented it only pa I. iill\-- because of Itheir contention
that 1 ll, h sc'teittiil/l of till d'ii(hlreti under age 21 is notl possilte given
available fillllneil and lealtl h' nlre res.llr('es. I il'r lW' , regihlat 1i)ns
StateS 111m1st now Iprovide hltltih nl re srerelling to (hildrell uitider age (I.
i";lllncv' ('o0mmilfi c .c A Ini(1h0 It/

intder tlht Commit tie anendlinwi'mt. Stat's will be rteqtlired to provide
,reeTning1 SCrvic'es to all eligiblet children bet e n tli i(h ages of T and 201
by tit) later thal111ilV 1. 1 I,7:. The allelileillt also inludes a provision
hat. would reduce ille IFederal share of A.1"! )( matelling funds by 2

I)erC(nt. bIeginnilng is fiscal VNaV 1971.• if Ia Stlate (a) falls to in form
ithe adults in A.FD1)(' families and oin workfare of th( availability of

dhild healt Ih sreenling services: (b) fails to actu ally provide or arrange
for such services: o01 (ec) fails to arrnilgge for or t'efer to alplpropria'te
corrective lre'lltlillel children dlisclosed bly such scn'eeniig as sutfering
illness or imllpail'rlment.

Outpatient Rehabilitation Coverage
P' roble m

Medicare j)presentlv provides it hollme health benefit undei' both Part
A and ]Part 1B. 1 (•el' P art A., a benefiiaiv 11111va receive up1) to 100
hllome liahltl visits in thle i'var following disIl'argie from a hospital oir
E:('I'. 1Pa It ! t covers up) to IMl) hoime healtlI visits in a calendar year.
witl10l1t a prior hospitalization re'(llireleent. To receive Iloille Iet:altll
benefits under IPart A or lrt iB. it patient muist Ib homllound and
require skilled inu.rsing en i' on an intermittent basis o01 physical or
speech therapy. Hom)1e hlealtlh services must ordinarily Ibe pr•ovided in
the 110111e hIoweVt r. if uise, of eqLulipmllelnt whicll canlltt be taken to the
homne, is involved. tile services toay be provided .l t an outpatient
facility. Medicare also provides, under Part B, (overage of outpatient
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hospi)Sital services, antd of oItpilt, Iel phsicall tlherapv -servi'es p provided
by cerla in organized rehnabiit t ion agencies.

TI'lere is ii relatively small hlut te'ffetive group of frete-standing
rt'haluilitai on feihilitie. whihli provide it ra uinge of rehabiilitation 5('iV
i'es oil lit outalttient l.isi~s. i'htllding Som1e 1' rviees whiih would be
e(Ve)et'dl IiideI htNie.div'ai if theyt' were1 provided lby pailli('ial~ting lioit,health atl ,ejlit'S Ill, by hospitia1 tl tldpti'l~lf deparllillents. I'llder , p'esent

law. Niedi(eare , I(ynit cannot I•t niade' when su$.h 1 .01l.%(( Ii are pro-
vided bl% free.staniling rehabilitation ffleilites.
l"iflla•r'" •'ol,,;fftee I te'del( l

The ait'iil udieit would eolsotidmte Ilit present IParlt 1I iou' Iealth
1111d out paltie t phIsieal Iheral w Iybelits. ('overage 1rider lt'e liew
hetllfit 'tihl lo t' be tn two Ievels: lI'.ondeulitlI Ilenelieillries would blle en-
tiit'ed to the full range of bellefits. whi ilebene'ficiarie' s who wetre not
hollnetlliutl would Ibe et illtId to r'nllabilil t i'on benefitsa oull'. In order
Ito quai lify for elliabil'it lt ioln seiVit'es Iindt'r t libt ('ml)ind I blefil. a
lt'ntltliarv "o wouldh have to have ai nt'l Id for physical oP S neelh therapy.

(TItllt is. linn illdividlal I whoD Was lot holillel;ilno d could P-e(eivt' ill tli'Ielltllbililnlit ill ve.tellr (.4wereI't• clinicall p~sychlo)hgists,Is wrvic'es. Il.elicll

st0 hlial sl'ies 0or P iitttliti t lft',i rtl V o,,a y if it' IalI) P(,'luiPt'ctl lihYs•ival (rw~s eiIh t herapyL. ) 0

Tlh nie'w r'oll lh51 idtfi ld 6ll'tlit woli hI be subject to it eV'el'agtIe limit
of 100 vIsits ill at Ith'lvlhir P areiil. IIs is liee pI11iet I tl, i I hiollot h1)(11t101
Ienefit. ('I'lrt'v would be 1'o chan1g(e ili tlt, p)rovisionis of I)l'e',ltt law
itelat ing to IP'1l A ]iohio' health 'u It elits or P)art ]t outpatient hiospfittal
services.)

olhm helalth1 agt.elit's could provide t(ie full range of benefits pro-
viued nUlter tiet. collblled bIellefit. Qualified og'allizatiols. (ilul ing
providers of oultit'ient physical therapy serves ,Inder present law
and free-stanldilng reoh)llftat ion ftneilhl is) %%0hi hIe tihll to piovidie
such relhabilitation .el'vices included ill thie toll)int'd Ilt1 blit toas thlI
Sectre'av foullndI t hev were (llifiedl to p)rovi(de. A rehabilitation cen-
ler Woii1 not necessarily have to provide services to ho(lebounIlld pa-
lielnts ill order -to( (alify:

Medicare Coverage for Spouses and Social Security Beneficiaries
[Tnder Age 65

Pr•es•ent Lair

troller lIpesent ahw. I(lx'sollS aged 'iS and om t' Vli() art ieinsured ol. are
teenieed to be insured for ('ash l)enelits under the social security or
railroadl retirement programs, a Pre elttitleod to hospital insurallnce (iprt
A). l's.sentially all I)el.'ons alged(I 6.5 and o er atre eligible to enroll for
medical illSill,'ltt'e (parl 11) without retgartl to illnre(I statuls. Thie
I louse bill ineludle.s a i oIWvision that would permit j)el:)liS aged 65 and
O'Ter Whio a lt' ,iot insiure(d oP telnmtd instirtd for (cash benefits 1o enroll
ill part A., at a1 premium ill inIlt( equal to (tlie full eowt of their hospital i1-
Sulrnce l)1)rotection1 ($'31 a mnonth through Ju, e 1973).
Problem

Many additional social security cash IIlneficiaries find it dillicult to
obtain aldequalte private health 1i'llIranlice at at rate which they call
afford. mhis is particularly t rue if thly are of ailt tivallce( age, say,
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ago 110-64. Fr'requently, these older' beInelieiaries--ret ir(ed % ork(els,
widows, Iotllthes.- depel(ldenlts, parents for example-have been de-
piendent, upo10 their own groups coverage or that of a related worker
who is now deceased for health insurance protection. It is t diflulelt task
for Sl('hl older perl.sons to fin1d eComparabhle protection when they no
longer are Connected to the labor force.
l"hineiie ('one in i/tec . I mnendhiE'pI

'Ihe provision makes .\Medie pre oet' ion available at cost to
Spouses aged 6;0-t;l of Mediatee eiehleiaries and to other persotns age
6(0-64 (Sulecl ItS It a -1nefh'iary who elects, early retiremuenti at age 0;2)
entitled Sto l)eolelt s under the Nwial Seenrity A.

Alcoholism and Addiction
I'roblem

1'mier the I Ilous liil i, alcoholies an dhl let S ] be lWilled Its (is-
abled (applyVing lIhe genIeral social st'tirlt v defi'lit 1l0 of disability) for
Ilplloses of welfare ligilbilitl I. I lol•le (.r,'aletoholies itlitd ltddit• s woilId
not. receive e.1s18 assist ance If t treatment were a vailal)le whielh lhey
l1e flused.

The ('oulltitIve wits 'ollvelned that thi 1 rWovisiotl might result. ill
jllltltV (I'St,, ill alcolholie'said a ddicts i' - ,t-(iyiiig '.ash ' l y )a nltllt witbol lt
being in',vilved-or only imbliinally involved-i1 t realntent programs.
I"inance Coin in it/ee .A ?flenulment

Tfhe committee e approved all amendment establishing a program de-
signed to encourage appropriate ('are 1t14 tleatmllent of alcoholics and
addolt t.. lBelow is a it brief olt line of the program:

( ) rr. .1xvl

lPersons (lledillv (ldet ruinedd (as described below) to bwe alcoholics
and addicts would not Im. eligible for welfare benefits under aid to the
disabled.

Alcoholics and addicts Who 11teet tile income and retslUrces test for
welfare and who meet it definition of disability parallel to tile social
'ec'lritv (delitut iont-t hat is who -it.re .unable to enlgage itI 'tv Substantial
gainful activity by reason of a medically determinable addllietive de-

i)eldente o011 lcool or drugs which has1 lasted or Can hI' expNectecd tolast fot' a period of N,12 ltiolths-wotld be eligible to ,receiv(' help in
an alcoholism) or adtdtti'tlon t realtnittlt programn which would be estal)-
lished under Title XV if thIe State wishes to institute such it progrlOmlyItt.
( )n lee enrolled ill tihe treatment lrogramn, tlhe alcoholic or' addict would
be referred to a local treatment organization or agency Certified by
thie alp) WOr late State ageney designated tdtleler the ('Otlehllensive
A l'lleohi .A )t,, and , Ireatmienlt A't of 19 70 or the D)rug Abuse and
T rea t ell t A ct' o f 14 7 2.

II it State whieh provides welfare playtents under (ategories otilelr
thati aid to t(le disabled to l)etsolls l'ldi(ally determined to
be alcoholics or addicts (for example. an ahl'oholie mother or an
addicted child on 01AFI)C) the person must be referredI for care and
treatment to tile app rol)riate agency as a condition of continued eligi-
bility for Federal matching. Ref'tsal of care and treatment. by an
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(ddilt of IdColhllt wilil, l restlh ill t(,iriiitatiolt of playmen(ts for that
individuaI.

To .l'Si(' Inn)ilt ltiki(ce of e'XlIdit lil-' Im(Vds ii llOw l'pim .ry Federal
p) rog'li.s I lils .tec(ed toward l'( l01 ,lt'i t 1111d redhivhilit ti mu of allohlolies
and addietlsrand lo avoid m1v shift ig (tl"e' hlllk of tItv txpl)ell(litill'0sto 'Titl. IN V. lIlh ( '(l11111mI Itt'e ,(lllil'(1td lhilt

(al) T itlhe X V \ " xlpedit l rles,. for. va 1'e lind I I'(llllll(,l ( inlle ld inlg

social .Se'rvices) ot()( it liecd1olt l il)ls lpp 'irti'(l. allocated. and
tl h. llvlilltihthle ill Stlalts for vare and ta telaltl it of alcoholicits

Ind t addicts.
(M) I it Idlictiot i ill otlher' l',(hlt'l expe'11diti11'.s is inltle. ('itlher

Ihrotllgh re'iteloll I) it ll ' a pp)1jIat iollSol ( ex.'ndit lile 1'•v',vls ( inllud-
Ing imlpoundligZ of tpprolp)l'itte(l hllilds), thenlth14' el'(I'Fi-i I utach-
ing funds ival'hllih' id'r 'liTith' X\V wol Nh' I-voue',l proper.
I mai•lto 110('I ehrt'c'is'.,.

t reat ment program 1111ust IR ca 'u ried olit under it profts'ssion1111% dt'vel.
(pe(l p -lan of* ('dlt lilitati ht lot'lt t'iiii , '.•(of ' t tonit I de,-pe dlle, l (l )It'• 111cllle hol o ),' 11.1 • IF", a d whieh ll .. Il1 , I'sthe 1:1(,W,,d litl dhwe•-

liloldi i•Itt(rvtls. A\hld itiji1, Iv. O he phl huN itljlildih t(o (he' JIlximllil
v'xt.eilt feas.il)he it prograii IIfIwork rehll iliit llionjil illhidiiig J)ilel' U'lp11-

lioll ill llhe lew voiy)lymllt oguiIllt estalblislhed t del e the ('omllliltee
bill.

If prlo'peri' t lITitliilt (ior i'ililtiilitmi oill w1oild ( ' I. Wit llt'ed 1) h]
luck of Iumill iltt'itiant't flitus for thOt' e•nr) 1(1(1 Ilcoholi" oi aiddlict(. lllllll-
te'illvt(' piaymntts to Idh put lentl Or)1 [rle('t e pavillellits voldd he
iiittde. withI'Fit e, XN funds. Mm1,1titineaee IvityitttlttH lIv not1 exceetd
Compm arahb' •.'l fn:are pliyitntllt.i t a id(e (tlt'.t it)oi of uita intt(-ltilltc(' % ''Fstis
l)prot('clive pitvuIilcttt. lit lst he , s('ifietlly i'-viwd'l lit least eV(e'.V thfr('ee
u1io nlths.

AMatchillng utndher 'I'i~e N would be( litO rit' l's Othe'rwiSe' provid(e(d
for tihe' tvp('s of lilflplelts made. ['or extamlellh. medical care. 1a111d t1r1t-
In'ne It would he pitched lit Medicaid rates an3(ld cash lpalylmleltS Would
b)e iliitch'li t the i'liles applicable to tIh(e category ilid6er which the
lptiSoil wouitlt othn'i'it,' he aided.



FINANCING SOCIAL SECURITY BENEFITS

In conlsidering low to fluti ,the h'h Commit tee hill, the act uarial
i.s-suilpt joims on whih t lie cost eist titles i are hIsed wvr. reviewed.

Up) t t his Iittit'. (he' cos t' h(lie sot'itl seti,'litv elaush benefits pr.o-
grams have beett based ott IIhI (, sumlliptmil tlait ther e long-.run
neither hleilli nor wage levels will change. Whihl this bls itot beeti
coisidte-ed to be i forvealst of what will htnopll. it has betil considered
a valid It'asilre (if (lit ivll ivwe long-rnge roists of vI triolls Changes in
tire progra.I a•nII d it ha1s Ionllf blell used to deterlline, wIIat levels of
s)citol .'rtiyy for tlre neetled to liil fiu he progrmlll ll, ease lhe
iatiltr(' (of tle asslitint I-tills ('.lItitIt to (Iht' rising wage Irends that
havto actlillly oi''iurfed, illost reeviilllttlllslof (lfit'h actuarial cost esti-
mates have ta howi f lttn e lax Scltedules it the law at tI. (line of the
reevalll iIo were higher ttalt needed to iiy for Itll betiflits in the law.

In view of lhib. .n .Advwiv•s. Count1cil ;Itt Social Sectit'it). inl April
1971 &IIIIbm tet a lQI)orite whrt h l't, econillended ai revision ill till, long-
miimige actuarial ' as'illins that Iav(, linen used ill l'leriing the
vs of tIte social peurit logrii•m antl whlie are. therefore. tIIhe Ihisis
fori theseleduhle of tax ratles that is ill (lie law. III e.sselmce. tlhe Co(itteil's
recitimetnIdat ion is that the actuarial pr ojec( olits should I)operly its-
s.mitie ail it'irevse in both wages and )i'ices in futltire vears.

In tle past d(cade. t he bIlance in (ll e social seelr'ity tl'lrst funds has
fen, rally equalled oie year's worth hiof benefits. 'I'hte A•dvisoryv Colueil
,ais suggested that (lie trlst flund balance remain equal to one year's

benefit payments. hilt th,( Council felt hf,($ Ihllance ecold safely be 75
iercenit ot' one year's I leefit l iyllinilts. The (C'ominilltee bill incorpo-
rates a tlx schedule calchlated' to maittintia i at irust fund balance It
hlesl eqital to three-qmualrers of One vear's worth of benefits.

T'hle tax schedule based on this Issumption is coimpja red with tlhe
schedule in present law and in the loluse-passed bill iln he following
tablc.

TABLE 2.-SOCIAL SECURITY TAXES UNDER PRESENT LAW,
HOUSE BILL, AND COMMITTEE BILL

Maximum
wages OASDI, HI, Total,

taxable percent percent percent

Employers and Employees

Present law:
1971 ................. $7,800 4.6 0.6 5.2
1972................. 9,000 4.6 .6 5.2
1973-75........... 9,000 5.0 .65 5.65
1976-79........... 9,000 5.15 .7 5.85
1980-86 ................. .. 9,000 5.15 .8 5.95
1987 and after......... 9,000 5.15 .9 6.05

(47)
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TABLE 2. SOCIAL SECURITY TAXES UNDER PRESENT LAW,
HOUSE BILL, AND COMMITTEE BILL-Continued

Maximum
wages OASDI, Hi, Total,

taxable percent percent percent

House bill (excluding effect of
the automatic adjustment
provisions):

1971... 7,800 4.6 .6 5.2
1972-74 ... .. 10,200 4.2 1.2 5.4
1975-76 ........ 10,200 5.0 1.2 6.12
1977 and after ... 10200 6.1 1.3 7.4

Committee bill (excluding effect
of the automatic adjustment
provisions):

1972 .......... 9,000 4.6 0.6 5.2
1973-77,.... 10,200 4.55 1.15 5.7
1978-80 ........ 10,200 4.65 1.35 6.00
1981-84 ........... 10,200 4.65 1.5 6.15
1985-93............ 10,200 4.65 1.6 6.25
1994-2010 ........... . 10,200 4.65 1.7 6.35
2011 and after ............ 10,200 5.7 1.7 7.4

Self.employed persons

Present law:
1971 ............ 7,800 6.9 .6 7.5
1972.... . .......... 9,000 6.9 .6 7.5
1973-75 ........ 9,000 7.0 .65 7.65
1976-79 .... . 9,000 7.0 .7 7.7
1980-86 .......... 9,000 7.0 .8 7.8
1987 and after .......... 9000 7.0 .9 7.9

House bill (excluding effect of
the automatic adjustment
provisions):

1971 ......... 7,800 6.9 .6 7.5
1972-74 .......... 10,200 6.3 1.2 7.5
1975-76 ............. 10,200 7.0 1.2 8.2
1977 and after .......... 10,200 7.0 1.3 8.3

Committee bill (excluding
effect of the automatic ad-
justment provisions):

1972 ............. 9,000 6.9 0.6 7.5
1973-77 ...... .... 10,200 6.8 1.15 7.95
1978-80 ........... . .. 10,200 7.0 1.4 8.4
1981-84..... ...... 10,200 7.0 1.5 8.5
1985-93 .................. 10,200 7.0 1.6 8.6
1994 and after. . . 10,200 7.0 1.7 8.7
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It Should 1vh noted thI't the tax bae alnd the tax rates shown in
this sCheduh, folr veaIrs after 19.I• (do nt reflect any wage base or tax
rate inereaes, provided for ill h ('oinl nittee lbilI, which iiiav be
needed to finance. the antomnattic •ost--of-living heneit increases ini the
1ill. 1 inder these provisions., the ('ost of the increases will be met by
inrevas..ing bo0th Il1w tax rates and the tax base ats neeesczarv' each thlne
there is a cot-of-li'ing increase in benefits.

Social Security Cash Benefits

ihe, illulle antd outgo of the soCcial .security Cash be1lelit rust flulds
.11i'e .4howIi ol)I tle folloVin IJtri1hl.



TABLE 3.-SOCIAL
AND UNDER THE

SECURITY CASH BENEFIT
SYSTEM AS MODIFIED BY THE COMMITTEE BILL, CALENDAR YEARS 1972-77'

(Dollars in billions)

Income

Calendar year

Finance
Present Committee

law bill

Outgo

Finance
Present Committee

law bill

Net increase in funds

Finance
Present Committee

law bill

Assets, end of year

Finance
Present Committee

law bill

$46.2
.... 53.7

57.9

. .. 61.5
66.5.... 70.3

$46.2
51.0
55.0

60.0
63.5
68.5

$41.0
43.0
44.9

46.9
49.8
51.1

$43.1
49.5
52.3

57.4
60.3
66.2

$5.2
10.7
13.0

41.6
17.6
19.2

$3.1
1.5
2.6

2.6
3.2
2.3

$45.6
56.3
69.3

83.9
101.5
120.7

These estimates assume that the following changes will become effective on Jan. 1, of:

Annual exempt
Benefit (percent) Contribution and amount under

Year increase benefit base retirement test

1975 ----------------------------------- 5.8 $11,400 $2,280
1977 ----------------------------------- 5.5 12.600 2.520

1972..
1973.
1974...

1975.
1976..
1977.

$43.5
45.0
47.7 0

50.3
53.4
55.7

PROGRESS OF TRUST FUNDS UNDER PRESENT LAW
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H hospital Insuninlev

Th'le sel$,dih... .of taixes.. fdopt(-d for hospital in.41'lmt1,, e is designed
to provide sillieilnt inuomne to pay for thi plr'eseit I'ogra•i includingg
jwrojt'ted (ht'(its under ('trrt'Ilt finanving) for the costs of the pro-
visions added by t he ('otnmiite'. andi to provide i refmlsoi)le reserve.'l'h(, tSheduile 11(•' )tlp d Will Il l(-e t r-1st fuild( o i 0 I rer se fr n .ll .S .1
billion Mt thle, v11 of 1973 to b14,, billion at tOhw end of 1977. 'T'hle
invimne. outgo. 11nd year.-end halance of the fuind for tliel period 197-3-
1977 anre shown in tihe following table.

TABLE 4.-PROGRESS OF HOSPITAL INSURANCE TRUST FUND,
1973-77'

(Dollars in billions]

Fund at end
Calendar year Income Outgo of year

1973.. $12.6 $8.8 $6.4
1974.. 14.1 11.3 9.2
1975 .... 15.4 12. 9 11.7
1976................ 16.4 14.6 13.5
1977.... ...... 17.7 16.4 14.8

I Assumes that the tax base will increase to $1 1,400 in 1975 and to $12,600 in
1977.



The Welfare Programs
'l'ih original Social SecuritV k\'t of 193I established our Federal-

State grant Irogralus whichftoday provide :assisialie to tile aged.
blind, ail disabled. mid to, netdr families with children. l'nlike( the
feIde'allv ili stiiiiiered S('ill ecurit progrIlam. hI wel fau re l itles of
tle Social St'v('tlt %.\ A d(o 1no0 St b.elIlfit levels n)orl describe ill dltail
ut led)lS of 1ld(1111isivril Ifu. welfare it' 'rorli Ills: St aites e'st.ablish their

MWIll all•Sisuallic, Ir(l'gruluxs within (hlie hIold gilidelines of (lipe l"ederal

Within the last I. 'veaiNs, however. ille ed(h'ral I-St alt relatioloshilps
lhii w,' uutht'igoiie 5111)j.itll( inal litnge. 't'hlree factors ]11'e l)hlyel un ii-

olrt a it rIhle in the cli nginig e•lati onslilIs.
1. T'l'v I veiii1.doIts!!I-ot., ill inle Aid to Families wit eI )epend-

vit ('hildren rolls hill c';,ealed bothI a lis•al anId idillinist rat ive
bIuudeil whiili ma i" St at's i'l5 1 ifitllItt v1copin_,g with.

%) A numllllbelr of collrt dt'isiolls lalt%-. haid fitl rl'eaching imnlaet onlall aIspects of tlie welt'fie il program tiith,'r thu' Social Sec'uIIntlv

.Acl. sol)t(t lines tisinig thie Very I'roadip1ess of the F1ederal state 'te
(ilmltnded to allow Stittes mllore hititilde) against the St rates by
Seating tIl(t what the congressss d1( not expreIssly l 'lclnit it Intst
Iot have iteulltded to permit. lhis position was \lplicitlv stated
by the Siil)'utnlt( ('Court inl ?o,,.enl, I. S ,ank (opinlioln dated l),-
ceiliebr 20. 19711), where it wat said that "at least in the absence
of v'(llresgi•lloil allltoizwadtino for hle exclusioit elarI"v e'vidence(d
froill the S'ovial Senlllitv Act or1 its legisliti history, a Statte
eligibilityy .t a ndl'd lhnt t~x('XI 11(10's l>'rm plibieh fo' assist dance

tllihr federal AMFl)(' ` taSlandards violaites the Social seclltit" k.At
and is lhere'fore invalid under the Silu)nI etllita ( 'laC.isP"

3. The I)epart ultent of Ilealth. Ldileiot ol . aitd Welfarie has is-
Smil a seriess of regulations beginning in .1,:t nu-i cny 1969. whose ef-
feet has beent to make it easier to gt o in welfare aind harder to a;et
oil' elfit re. regillatolmls. which many States have vigorously. but
uiitSuceCVSSf Illv. op)•osed.

I lidet pi'Ce5enit law tae' la Statt lalnvs tihe celntrlal l role ill dhteriliiing
the, ,,'-0,,1, of its we, 1k,' i1)ro';ra itt. with i, le broad outlit, of F4 federal
law. fhe committee ()bill inrg•el reit'rates this aspect.

AID TO THE AGED, BLIND, AND DISABLED

Present Law

Three categories of adults are eligible for Federally supported as-
sistance: persons 65 and over. the blind (without regard to age). and
permanently and totally disabled l)eriouts 18 vent's of age and older.
Each State establishes a minimuutm standard of living (needs stand-
ard) upon which assistance laymenlts are based; any taged, blind or
disabled person whose income is below the State needs standard will

(53)
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be eligible for somne a,•si,.tanee. altl. a h Stili Sate leed not Ipy t lhe full
differetlee between the, ilidividtnl's ihwomp, mid flh i sttll lmlfl ldard.

(ieoerally t)eakikg. all itncoile fli1d resoireve'; of afi aged. 11lil ordi.sabled Ipp;rsoll 111,.t be (. em.ideredl ill dhef '11111,1119 fie olilloillifl of tile

a.;is.•.l nee pavlyent (lhougih j i ipoll € (if ealnillng'; Illty Ibe dki.regalrded
aiS it work llePlit lle). Stats.s al'-o pla•e limit fit oll foil lihe real alld (per-
sonmal property till aged. blilldl 01r ,libled l individual I1:IV reltaill witli-
olut1 bpi1gl( disqitaalified for assistall we.

.10onthly .hState paylmen.,ts to fill aged. Iblitl olr di.a bled( imldividoli
with IiO iih(1 r ( ltl('t O l( lilllge ltweIWell .')ul a (id S#.,t1 tid for :ill aged
colple bet ween $97 1111d $3-50.

Committee Amendments

'i'le ( 'tiiti e blill wolildl e ittt Ille ae tltiadtini.t rliattot of ilie piro.
grains of aid to tie auf.d. bifhil. it;id disabled tin evo ll'ast to the
federalized i(lttli listrili called fo'l In. lie Ioll,:e bill) hut would
.et a ldelehrall glaliteed iltitltill ileotin. livel for ageed. bllind. all
disabled imdivi(lualk it- li'(,vis.-(l below.

National Minimum Welfare Standards and Disregard of Social
Security or Other Income

Ilmler Cf , ,i~ll~i tie '- b~ill. S il.; i m bi,, l ui~ i ' - .q sfil ,.v . p r ul -1 11'.•'l fo~r

lledvy ini tvidilials %%IO aire age(d Jilld. IItIII di..(a1lhd would l VI' eto
h-silke I lo-e with 111 other inieit llt i tont lily aIssislilltie Paytlitatit of at
least :I311 for fill itldividlal or ,4I015 fort 1 volohle. Ill lldit i t lhe ('oll-
mit tee lbill woild l•rovide t it t bh first $.'I) of social .se(llrity o t lher
ill('oll( %%ohlll nlm vause tiny redi(leioll ill these millilmill 4-tesistlace,
pa .vilwill,..

A\s a Iet.-tll. agred. lii3(l. 11141 disabled welfare reilpielit who ;l1,.so
haIve 1l(illl l\ illclm.lit fl')l •ro i :I e~ i ".llsovir Slll ('p• which flueP
ll()[ lived(J -l' illled) o) II i lll '"l . wmI o II(. llllder'l llle ('CIo IIilItv bill.

he assured total lllItohlv incotne oif at lea-I 1 •I•I for :al individital
oi' $2t1, for it cOupleh.

At litresell(. omily se'etll Stull,. have old tiffa e assista 3,ep programs
which will g•laralteea 31031 nolilly illteOllte of alt least .51 80 for 13ll idli-
vi(ldual r(e{'i vilig .ov1ilal sevilt it\v luetie lils ( Allisk:i. Idalm, ll1ili.. Muis-
sac'liu-et t . Neliaska. Soot1ItI )akolit, alaid WA:isl ilgllroll). Ihlese Stait '.S
woitld. of coiI.se. be flee to (01l1 tillelI liop'tding :ls'ist alice a ll s
ili l'tlI h1 ll t ie lttillilllillll "faldlidl(s. required by'" til' ( Ollvlllilt ev ad ion.'I'llp (-(),1 1() ill( Sllllj-, of*'pl -j)%iilinlir a~l(lilioim •...ai ' o l •

'~u~ t tle t ite~(t nr d tg 1?(1i 113:131 assist uicte would N.'
h,.s 33111 lthe ( Ow lii ittillve bill 11 tn1113 1111•hi lie 1loluse-plt%-Md visionn of
I I.R. I: Stalie a..villes Ilre (li~tissed tlt(I3l tlle Ite headings .-FisalI lhei ,l'f
for St•I-IS."

Earned Income Disregard

In a(hlionm to providing for a mmithly disregard of $50 of social
security or other income. the Committee ip)proved till additional (1is-
regard for it gd. blind or disabled recipients of $5() of earned income
plus one-l ilfof any (er'l i ngs albolte $,•10. This will enable those recip-
ients Who al e le to (10 Sol)l)t work to d)o so without sufferitig a total ly

offS(i't thing rlulict iOl3 i01 thlir ilSSiStalie(- gt'ants.
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Other Income Disregards

Tile proligidbi :1 lt for Otheililr teeill
'!'1,t it'Ollllslo i IItl' Ir'et'] thai so i int dto l tg', iintll . in~i u dktil.d al ti;.+

f o I Pr . -e I; o f a i l l ati s v . a ll r e b a t e o f S t a te l. "dhi sl l awis
(SllIh a,; rtvitl lrolty orl food lIuxes) st'sofived lgi. .itill 111l1 tlio the
disablh'll rgi,.ili.nl wi uld not I . is lllel ltI invslltip Or a ()(.tlit'

Tliis di'.-tlgard woIhlit' apply itol if I irt' :•:130 of V i 11.11 i'ale lili't''d
al In fll rle'Ilit'i' (l h Iw Ii el tl t'liti. : i Stalitle woulldl if lt' I I ito dhittit-

illlin how i 1htl ' wishi to treit ll \ ll rl lgail: will riesr l Io Ilheists I.,I
s (o r liiiu. w rwlfhe ' lit'ments t if a liy) Isllrh' rf leit'Ull-i.i

alel igibili1y foil Other llenefil
.\W optl~ln r a lprov'i.ionl of lH w lh.|-w lill, h. H w C ,llvnillev, bill refiin....

ll)' 1)lils for111 l ritt 'il is re'Ilt) stf' lidl rt':ih afil .lblind.t 1o(l u derIlit'lehist. in

lh.llt l fotIt •!() to'l. iht . ).

Ageinitions of Alindness and Disabilie y

to n het e rlg i tl f lo aid tothe0 d.'llalt' i.- the i lorserhilt iws olwn h e(illtlhteof lbllill(lle'.ss andl d ,isalilil\ for Ip ll.; s IOS r of ligilbililv fo til l ,Jli to O
lblilld af ld aidl Ifllits pl-111r1tl lit l yll Iv dilla l',isabled,hl

Tl'Iv ('l~iltlllillev apl oved allivldil',llvlIi.-.,ill- it Feder,',al defll'i ilioll

T{l' v l evilllt ",d;nlli.'..lab ilitC be (4fle w..1rln

ill fill 1h..l...1111lifil !;.Iilflll av.litil.% lb rea.-,,l (if anyv li,|,lviv.ll-\
dth iii lbn~leh lphysical or' inelilal i111l1ii-ittvVil whilil c.al'l b, ,.lexp ete
to rn-81111 ill dhilli orll;.. h1:as , or eanl be, exlpee.wd Iit) h1.. for 't c'owl
fl in11,ml Iei ill of llot hv,. Iliait 12 Illollll h." lI h|' l hde Ow iisablility iinsur-
:kll(,( l l. ' irl.ii' m , th is d t~ i ntiti m it is n o w' f, mi d~ il .,,l s c i on 2 -2'_3 ( dI) ( I) o f lth e
Social st-v'lllilV .k'c Tt. Ill ' prvisionis ,of tile, dlisblilit ,y illsi;.ravte, pr'o-
..rilli fuillIllr lpecif\- that (lhis dIeliiliiol is Illel ronlv if tlhe dlisalbility
is W1, sevewIl tat all lillividlial --is not 111I.\ 11111le, I',() do his plevioli.•
wvo rk blal vlq illli t~. v't llsidril u rll'i li s: alg e. vd{illval iolll, 11l14i %% o lk ex ]p el itlir e.
plIipI/Zq, l ill l.1V% ot)l pl*, k inld of S bsll t., allit ild fZiillfill w orlk w hil'h e'x i.s. s ill
llPil lhltle 11161111eOlloilly.rl\ vaime•dhss or wiwt'lhwi siw,l, \%olrk v'\i.l. ill oiwt
illillietdiallp Ml'il il hieh Ile lives'., or l . ,l {, a .,l-lov ilic iol, vil.a,;ey
t'.xi.sis for hlin|. o;r wvhetlir Ile \%ol~l] b I,{ lirve if Ilv. aplqied for worlk."
(Se 2213d (2).\k) ).

'I'Ile tvrill "lbliil(I.,,<s" %olil~l bv, dIiil.le w;• rveill'.al %islul avilil\" of
2 0 ,- 1•(R ) o r Itvss ill (I ,v b ett etr v ,\'p \ 'illl lillp jlý;p ,o f I'p l, ( li/ h ,l S. "( , .
216(ji) (I)(B1).) k\1.so inc'lidle'• ill Illisd•ilillitioll is';tli, paltivillar sighlt
li m~ it a tio n Vll l i(,I is r ef er r ed, to a; s't,111111 I \'is io l.'"

I [o w ev e' r, S ta ltes. \%ill I., p er m'l itt e~d to c'o ntiln u et a s.',;i.sl ll{ta n to d is -a l eh d
or. blindl indlividluals,. \Vho w 1i 1 a rvadv oln th,, ro+lls undher Ilh v existing
Stalte dheillitiill. bill Mi \I xouhll not, inet, Pt le, IFedoral dehlitiin of
IIindi esl o,,..,r .: sli bd ility .

Age Limit for Aid to the Disabled

Plest,-111~ laW |'P{,qlir,,s tillit all ind~ividlual bet 18• will's or oldehr ill order'
to be eligible for aid to tht ie •,€ tile I lollse, bill would ]lay,, deleted

79-184 0. 72 - S
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this age requirement. 'Ilt'e Committee bill retains the provision of exist-
ing law.

Medicaid Coverage

l "lth ' Ipresent Ia w, lie stiltesi ain'e reqluiredl to 'o% er all c(ashl assista n'erecilpieqls unlei- the( .\edivaid loiogram. Tile ('ommlnltee Ihill, like
the H house ven.sioll, would exempt fonl, this reqtuirellietnt newly eligible
'cl pients who qualify becaitar of t he previously agreed prt;visrion of
It $130 mininnum bineilit with it disregard of '.50 of social seclirity and
ot her i' inome.

Social Services

'I'he ('oillilleitie also alplr vewd an ant enldinll. si mihi r tot a
PlI' 'isio li tih lmseI lolisv hill. I .l1ri % ing tI It. tI pes of social ser'vives for
whit'li VedeiiIl fundling 11a1y l. bv Ir-oidvhl liad sotling it limitation oln
aiuut ho'izat ijos for appl lpr~'illtii0s fo' social services. Th'lis anmJtln .unt
is thts'.t'il i'd in tlie. section dhatling 1%itil g t-gneral welfare lirovisiomis.
chiI l e i stlrvic. Social services. and1 t otler fl'ovisio)ns.

Prohibition of Liens in Aid to the Blind

The ('h1111itt ile Ill lrohiI its tile illpositiont of liens against tihe
r)tr.• it'it of blind individunals Ias a 'ond itjolt of eligilgblit y for aid to

Other Eligibility Requirements

Tlhe ( COllinitee ahecithlt hat I here ',,onld he n1o4) iliforml' Feeral I eli -
gilbilitv rules as in thle louse hill. 'Tle'l etehtrllinai tion will I), left to tile
States oni such filestid it. a-, assets. resources. relalive responsilni ity
and other eligilbility fi )U'ons except tlIo.,' Spec''ified albove ()r in th1(e .,co-
tion of t lhis s11m imm;i 1" entitled 'l"( ;ea l Wel fare l'rovisions. c.hild -
fare services, social services. and (it her provisionss."

Administrative Costs

'l'liv ('o0 littet' 1)ill rt'eqiri ,, mi in innp in'.nt levels will
make n ymv idlividials newly eligible for aid to the aged. blind, and
disabled wýho are not 1now eligible, with a corresloitding ilipact on
State administrative costs. Under present law the Federal Govern-
ment pays 50 percent of the cost of all administrative expenses.

The. (Committee decided that the Fedelral Government pay the States
an amount equal to 100 percent of their calendar year 1971-2 iidtiiistra-
tive costs related to the aged, blind, and disabled, plus 50 fler'vent of
additional costs. The 1973 budget. relating to the period from ,July
1972 to ,June 1973. estimates an expenditure of $408 million for adhin•-
istration. of aid to the aged, blind, and disabled; the State share of this
aniount is $204 million.
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Statistical Material

TABLE 5.-RECI"IIENTS OF AID TO THE AGED, BLINO, AND
DISABLED, DECEMBER OF SELECTED YEARS

Number of
recipients

Percent increase
since 1960

1940
1945
1950
1955
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971.
1972
1973:

Current law
Committee bill

1974:
Current law
Committee bill

2,143,000
2,128,000
2,952,000
2,883,000
2,781,000
2,721,000
2,710,000
2,713,000
2,725,000
2,729,000
2,745,000
2,802,000
2,810,000
2,959,000
3,098,000
3,172,000
3,341,000

3,500,000
(not available)'

3,600,000
(not available)'

' The estimate of recipients of Aid to the Aged, Blind, and Disabled under the
Committee bill will be included in the Committee report.

Source: Department of Health, Education, and Welfare.

Year

-2
-3
-3
-2
-2
-1
+1
+1
+6
+8

+14
+20

+26

+29
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Statistical Material

TABLE 6.-OLD-AGE ASSISTANCE: MONTHLY AMOUNT FOR
BASIC NEEDS UNDER FULL STANDARD AND LARGEST
AMOUNT PAID FOR BASIC NEEDS, BY STATE, NOVEMBER
1971

Aged individual Aged couple

Largest Largest
Monthly amount Monthly amount
amount paid for amount paid for

for basic basic for basic basic
needs needs needs needs

Alabama ................. $146 $103 $242 $206
Alaska .................... 250 250 350 350
Arizona .................. 118 118 164 164
Arkansas.................. 149 105 249 210
California ................. 178 178 320 320

Colorado .................. 140 140 280 280
Connecticut ............. 176 176 224 224
Delaware .............. 140 140 197 197
District of Columbia....... 150 113 206 155
Florida ................. .. 114 114 210 210

Georgia ................... 100 91 165 165
Guam ..................... 140 140 201 201
Hawaii ................... 132 132 205 205
Idaho .................. . 182 182 219 219
Illinois .................. 183 183 224 224

Indiana ................... 185 80 247 160
Iowa .................. 122 117 186 178
Kansas .. ................ 141 110 190 147
Kentucky............... 96 96 16"0 160
Louisiana ............ 141 100 235 188

Maine ..................... 115 115 198 198
Maryland ................ 130 96 187 131
Massachusetts ............ 189 189 280 280
Michigan ................ 165 165 218 218
Minnesota ................. 158 158 210 210

Mississippi ............... 150 75 218 150
Missouri ................ 181 85 257 170
Montana ................ 120 111 192 175
Nebraska ................. 182 182 235 235
Nevada ................... 169 169 271 271



TABLE 6.--OLD-AGE ASSISTANCE: MONTHLY AMOUNT FOR
BASIC NEEDS UNDER FULL STANDARD AND LARGEST
AMOUNT PAID FOR BASIC NEEDS, BY STATE, NOVEMBER
1971-Continued

Aged individual Aged couple

Largest Laigest
Monthly amount Monthly amount
amount paid for amount paid for

for basic basic for basic basic
needs needs needs needs

New Hampshire ........... $173 $173 $238 $238
New Jersey ............... 162 162 222 222
New Mexico ............... 116 116 155 155
New York.............. 159 159 219 219
North Carolina........ . 115 115 150 150

North Dakota .............. 125 125 190 190
Ohio ..................... 126 126 208 208
Oklahoma ................. 130 130 212 212
Oregon .............. .. 141 113 200 160
Pennsylvania ............. 138 138 208 208

Puerto Rico ............... 54 22 88 34
Rhode Island: ............ 163 163 211 211
South Carolina ............ 87 80 121 121
South Dakota .............. 180 180 220 220
Tennessee ................ 102 97 142 142

Texas ..................... 119 119 192 192
Utah.................... 106 106 142 142
Vermont ................... 177 177 233 233
Virgin Islands ............. 52 52 103 103
Virginia ................... 152 152 199 199

Washington ............... 192 192 247 247
West Virginia .............. 146 76 186 97
Wisconsin ................. 108 108 164 164
Wyoming .................. 139 108 195 186

.5,



60

TABLE 7.-AID TO THE BLIND AND AID TO THE PERMANENTLY
AND TOTALLY DISABLED: MONTHLY AMOUNT FOR BASIC
NEEDS UNDER FULL STANDARD AND LARGEST AMOUNT
PAID FOR BASIC NEEDS, BY STATE, NOVEMBER 1971

Blind individual Disabled individual

Largest Largest
Monthly amount Monthly amount

amount for paid for amount for paid for
basic basic basic basic-

needs needs needs needs

Alabama .................. $105 $75 $122 $71
Alaska .................... 250 250 250 250
Arizona ................... 118 118 118 118
Arkansas .................. 149 105 149 105
California ................. 192 192 172 172

'Colorado ................ 103 103 123 123
Connecticut ............... 176 176 176 176
Delaware .................. 189 150 117 117
District of Columbia....... 150 113 150 113
Florida .................... 114 114 114 114

Georgia ................... 100 91 100 91
Guam ..................... 140 140 140 140
Hawaii ................ 132 132 132 132
Idaho ................. 182 182 182 182
Illinois .................... 183 183 183 183

Indiana ................... 185 125 185 80
Iowa ....................... 161 156 122 117
Kansas .................... 141 110 141 110
Kentucky .................. 96 96 96 96
Louisiana ................. 106 101 84 66

Maine ..................... 115 115 115 115
Maryland .................. 130 96 130 96
Massachusetts ............ 223 223 178 178
Michigan .................. 165 165 165 165
Minnesota ................ 158 158 158 158
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TABLE 7.-AID TO THE BLIND AND AID TO THE PERMANENTLY
AND TOTALLY DISABLED: MONTHLY AMOUNT FOR BASIC
NEEDS UNDER FULL STANDARD AND LARGEST AMOUNT
PAID FOR BASIC NEEDS, BY STATE, NOVEMBER 1971-Con.

Blind individual Disabled individual

Largest Largest
Monthly amount Monthly amount

amountfor paid for amountfor paid for
basic basic basic basic
needs needs needs. needs

Mississippi ................ $150 $75 $150 $75
Missouri .................. 255 100 170 80
Montana .................. 132 123 120 111
Nebraska ................. 182 182 182 182
Nevada .................... 155 155 (1) (')

New Hampshire ........... 173 173 173 173
New Jersey ................ 162 162 162 162
New Mexico ............... 116 116 116 116
New York .................. 159 159 159 159
North Carolina ............ 126 126 115 115

North Dakota .............. 125 125 125 125
Ohio ....................... 126 126 126 116
Oklahoma ................. 130 130 130 130
Oregon . ............... 151 151 141 113
Pennsylvania .............. 150 150 138 138

Puerto Rico ............... 54 22 54 22
Rhode Island .............. 163 163 163 163
South Carolina ............ 104 95 87 "80
South Dakota .............. 180 180 180 180
Tennessee ................ 102 97 102 97

Texas ..................... 116 110 116 105
Utah ...................... 116 116 106 106
Vermont ................... 177 177 177 177
Virgin Islands ............. 51 52 52 52
Virginia ................... 153 153 152 152

Washington ............... 192 192 190 190
West Virginia .............. 146 76 146 76
Wisconsin ................. 108 108 108 108
Wyoming .................. 139 108 127 108

No program.

4i



GItARANTEED .JOB OPPORTUNITY FOR FAMILIES

li11' wli e Na t iii l'- I ltiV itc''a'l.igIl c I'.tiel atl thle rap1l)idl
growV~l ( if thle we! fair rolls. iii revelit y(ean, 11( wit wii troid reason~.

By fill. thet major fIct1't, in this growmn' l • its h vaes (he I lhlelncras.e in tihl
nmJIi lll (,f el. e'.i i ug A.id to I4a.ilili ,es with ID)ependent ('hi!l-

(Wl.From i.5.3 mitiihl j recipients ait filie tild of I 907 tilet lliiillI)Pr. of
A\! 1)( recipient. doubled d(irning the tiext foIu r yea•.s. 'The, .•oaring
eosts of tIllis priogriliii liln~e foa*ved States to shirt (titids into(1 wpl farle
Ihalt Nvonlid gthor i.' gii for e(hdltci io. lilea it1. holsing a1nd (1ot1he'r
presaig social aiee s. There is tim ivers..al I greemen t'l t hat ,;olletlhillg
n1i.,,t be done•, biat there remains inuih confiisii• about, the nattire of
li0 proIleni (lh1t titlst bhe -lved. T'lh Committ•ee feels t hat I m•ore

exp ~enivei and expnl~i yel- we! fire jprograitl is not thet answer.
'lhw soft ring we! tare' rl'. Is rellet th Il', de(vel in plents.
Firmihet, tlohe .l11h IfIntl ther are ia h•h1rge 1111111In), (iof hli •hldre in this

country wl'y r' e lil It' i(etlln %1ll ()%hse Iarellts iln vi•slt ',','s are lnot
working.

Second. ti(% she lo%%, fill aaInrminig i increase inl del-nellyioilc. (Ii iet( tax-
pavter'. TIl ri•"• wt'lol (if et il l'reQl in this .'oiititty who iare receiving
AI.\ I l)(t' h d.ls i ibed shi .hldly. fromn tIhne, percent iln the mid-fiftiies to(
nlile(, Perllellt lodfnv. 'l'his me1n s that filn ilncreasing n.utnmIbe,' of families
ari. becoming dlepeIldenit on) eclfar .0'11d Stl ying depeal(ldll oi wel fare.

T'lhirdl tlie griowlhi in thei Ai•'I)( ' P ml Is 0 ',relle.ts i nereas•i•.i- faiiiily
breakupl and itwivealsitig fa i Inirt ao form fvilml ies ill IlIe( first1 place.
lirI'llis (ollt of edl•l.k. )l11'iciu•inr\• tIo leelile i le r'. hIave. increased
sharpldy' ill tlt- IpastI dte':I,. 'T'wo sin'ildi.,ta l is.i lics highlig•tli thte probl-
ivitll ie nh mber of finllilies headed bv wOllm(e ll llel'se(Ib Ibv l.5 percent
bet wevi 1970) and 197I:. %ihlet tit- numner of families wit'llbothl lildher.tnld 11114nt her' jsl t dSelined in alIsolte, •ilt•i•i l'i n S 1111ig the , -

yvl period. l'odnv. almost 8 million w~omen lld 111( cildrn'l receive Will-
fre' I itca ist' of Ilit: 'absenlce. oftI he fat he a fromt he ltome'-piaipll

(lhl(. to, family brea•kp or fa'ilutre of tIet' flatl er Io ma1'.rry the itiotl ,e. (h f
Ihis child.

.\lnliy persons Whlo ,t'-olgv h ( lvot-at e illlvasilig welfare benefits
hav, sinlully gh•.-.-'.l ovcr t' lh.i)l'ol)lelis of fa•.ily breakLp and t ei inl-
(c1t'se of birltlhs olut of wvedlock. i.veul niolr. ill lportanltly. t(hey have
avoided (iielctsl5i g tit pr'l~oblem~ of ill('reasitig (tplipel~tleny.

Ilit li arft 1t i('liftt hatppearted ill (t YeleXi')(1k. hfqIU inl Novemlber.
I 971 . Nat hitiut ( Mayt.r t'nises the filtnda vient al (I ((stlioll of what incerenls-
ing (lelplellcv'10 on il m.(a i has (lone forl recipients inl New Y1ork C(itv:

I1 i.i it r'h. c ti. s al oll and gi ve' twil i i n.t'i , food? lil as it
improv(e'd i th. hou'intg.? l1ilt it i lllpl.lCe t hli. renvionl•liwent ? Ha.s
it iml•rfoved tlivn' (lotlhing.? lias it lheighte•.le•i theilt' -,lf-nresipect
1a1d Seiise (If j)0~merf lilts it better 1111( tiore effect ivehv ineor~po-

(63)
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rated them into the economic and political life of the city? . . .
Blanche Bernstein. director of research at the New School's ('en-
ter for New York City Allairs, has estimated that M0 percent of
the increase in welfare recipients in New York City during the
1960's was due to desertion and 25 percent was due to illegitimate
births. She reports that in 1961 there were 12,000 deserted families
on welfare in New York City. By 1968 there were 80.000. What
happened in New York City was not an e(X )1losion in wel-
fare alone. 'The city witnessed an explosion in desertion and in
illegitimacy.

Welfare, along with those who pressed its eXpansion, deprived
the 1)oor of New York of what was for them--as for the poor who
preceded thein-thil be. t and indeed only wa" to the improvement
of their condition, the. way that involved commitment to work and
the Strengthening of faimlily ties. In place of this. tile advocates
of revolution through welfare explosion propagated ia false and
d(enieaning sense of the "rights" of tile poor, one which had dis-
ast rols consequences . . .

Relief is necessary to the poor. In any civilized society it. must
be given generously, and if needed, extensively. But it should be
the aim of every society to find and encourage other means to
then maintenance of a decent standard of living than the distri-
bution of charity. For whatever the positioli of mo(lerin advo-
cates of welfare'rights, welfare can never, if giveii regiilarly on
an extensive scale, be other than alms, and whiatever alms did for
the, souls of those who gave theim, they could not be good for
the souls of those who received them. Every soeiety---capitalist,
socialist, or "welfare state"-tiries to find ways to replace money
relief and to make it necessary. iTo advocate its expansion as
a means of dealing with distress is one thing: to advocate its ex-
pansion as a means of breaking the comnmitinent to work with its
attendant effects oil self-respect and oil family life is irreslpon-
sible.

The fundamental problem is raised somewhat differently in an
article entitled "Welfare: the Best of Intentions, the Worst of Re-
stits" that appeared in the August, 1971, issue of Atlantic Magazine.
The author, Irving Kristol, begins by quoting from the 19th century
social commentator Alexis de Tocqueville:

There are two incentives to work: the need to live and the desire
to improve the conditions of life. Experience has proven that the
majority of men can be sufficiently motivated to work only by the
first of these incentives. The second is only effective with" a small
minority.... A law which gives all the poor a right to public aid,
whatever the origin of their poverty, weakens or destroys the first
stimulant and leaves only thle second intact.

At this point, we are bound to draw up short and take our leave
of Tocqueville. Such gloomy conclusions, derived from a less than
benign view of human nature, do not, recommend themselves either
to the twentieth-century political imagination or to the American
political temperament. We do not like to think that our instincts
of social compassion might have dismal consequences-not acci-



65

dentally but. inexoral)ly. We simply cannot believe that the uni-
verse is so constitute(]. We much prefer, if a choice has to he made,
to have a good opinion of mankind and a poor opinion of our
socio-economic system ....

Somehow, the fact that more pool people are on welfare, receiv-
ing more generous payments, does not seem to have made this
country a nicer place to live-not even for the poor on welfare,
whose condition seems not noticeal)ly better than when they were
)oor and off welfare. Something appears to have gone wrong: a
iberal and compassionate social policy has bred all sorts of un-
antiCil)ated and plerverse consequences....

To raise such questions is to point to the fundamental problems
of our welfare. system, a vicious (circle in which tile best of intei-
tions merge into the worse of results.

As congress s examines fundamental questions concerning the effect
of (lel)enlencyv on welfare, it. must also) take note of developlments in
American society, such as the changing role of women ill America and
the increasing public (lemandl for action to imlprov'e the quality of life
in this country.

When tihe l•l F)(1, program was first eStal)lished under the Social Se-
curity Act of 1935, American society generally viewed a mother's role
as requrirng hei' to ctav at home to take care of her children ; she would
be considered derelict in her duties if she failed to do so. But values
have changed, and today. (me-third of all mothers with children under
age six are members of tle labor force, and more than half of the moth-
(es with schlool-1a e children only are mImembers of the labor force.
Furthermore , in Pflumilies where t'he father is lot present, two-thirds
of tile mipothers with children under age six are in the labor force. This
number has been growing steadily in the past 20 years, and it may be
expected to continue to grow.

At the same time, it is widely recognized today that many important
tasks in our society remain undione, such as jobs necessary to improve
our environment, improve the quality of life in our cities, improve the
!quality of education in our schools, improve the delivery of health serv-
ices. and increase public safety in url)an areas. The heads of welfare
families are qualified to perf4rrm many of these tasks. Yet welfare
pays persons not to work and 1)enalizes'them if they do work. Does it
make sense to pay millions of persons not to work at a tume when so
many vital jobs go undone.? Can this Nation continue to consider un-
eml)loyable mothers of school-age children on welfare and pay them
to remain unemployed when more than half of mothers with school-
age children in the'general population are already working?

It is the Committee's conclusion that paying an employable person
a benefit based on need. the essence of the welfare approach, has not
worked. It has not decreased dependency-it has increased it. It has
not encouraged work-it has discouraged it. It has not added to the
dignity in the lives of recipients. and it has aroused the indignation
of the taxpayers who must pay for it.

As President Nixon has stated:
In the final analysis, we cannot talk our way out of poverty; we

cannot legislate our way out of poverty; but this Nation can work



its way oit of poverty. What A.meriea nee-ds now is not. iore
welfare. but more "workfare" ... This woild he filie el'ee• of
I li transformation of welfare int o" "work Cll.re." it nm% ,aork-
rewarding program.

The ('ommluit tee a|( 'l'es t lint t he onl , way to Ilnlet tihe e'olmllit.' Ilieds
of poor lirsonis withli. aItI Ile Siiute I 1W delreUai.ing ralther than invreas
ing their (hti'jndei w1d v is to rewArrd work dire'lltv by increasing its
value. The (ormmittee hill seeks to) punt t he I Presiiletts words into
livracice by'

(I) (j G, lit nleping emplloyl•hle family heads a jolb opportfiity
rather t hn a i Wei fare itwonll: aind byv

(2) Inerenasing t he value of worlk by r'lating beIteitts directly
to work elfort.

ii nIllelug Ilhesr' objer-tives the ('omrtit te bill will substantially
hierr-ise l"Phier'al expetndituriles to low-iweo)me workiiig n 4er.sous. lut ilh'ei.,,f'r*ased fur.Is th at go to tl eill--ab oul $ -2.1 billion- w %ill IN, paidl in

(he form of wages, and walge suipliellmeilnts. tiot in Ilhl fo•m of welfare,
since the paIymnlts will he rlnkltd to wAork 'lort r'adlie' (i]fai to need.
I 11•dr t lie welfalre svs em, * fni employedi Ii-oll who llts his or' her
woikitng hours in halif rpeeives i tnwlte higher wet far i,'. vment : under
lie (heoimiill Ie( lill. if person ' hiredeig his mr tier work eflfort by half
wV0llhl Indi! lii l.' 'Plel'l Ileitfots als• l'eduee•,d by hIllf.

Description of Prograin

Ow omll ev bh ftvinlo.! p'sflls olsdeyred vl'oyvahl r•••n~wmi d Im h

(ligilble to re'ePive their Iasii, inle•.ii froit. Aid to luintlifis with DI)-
Sendltollt ('lhil '(111tb would hIlv eligibtile mlit a(l) int a rv basis f()o Irtji-
ipilait ill wholly leA,•h-railv (littaiteed entllloymelnt jIrogzi i. 'l'htt•.

(1'11iliovaltte Ctitii: heads tin iS n'. otli be(1 vlxiigibleý forI a gun lranite (''1Wel-fare hi.Curie, hlln ývo~lli be, ,..,uil':lilih-ed :11) oppl.hlu~ity to work.

Ini II(' (l 'irilptiou ( lt' t i 'n*,. ui . (•'((1d jotb ro'gruIn it im lnt ol (low,, it is
iissttliie(l thIt that Ii Federal lit itnvimui wafre will rise' ti at least $2.00
Ipr hour.

The follovwing fable 'l Tho, % whi,'h faiuilies would iontinute to be
eligiible fo.r welfare I 111d IliON' wili would no h)Iwer iye eligib)le to re-
('('ive II.,ir l):i(, iteome tbacrom welfare tiiii'r fliv ('oninittee hill
Plq;hlile for ll' i'an, Yol AlI.qi.h' l'o Irer're ihqa.ir In-

Io(e from I l1'elfn'I
1. Ii'ainil healed l).- mol(her wilh I. l"mittih headed IbY abld•h diedd

(iill under age t6 fat lher
2. l'amilv leaded by inepln:'itatedl .2. l'ainilv leiaded by iillother with

falther1 where I hot iter not ill Mto child tinder: G; unle(ss the
the home or i4 na'ring for imotli.e) is :i ngt etdi ngshool
father ft'll t inti):1. l4"amiiv headhed lby mother who

is ill. inlleapleitated. or of
advanced age
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;, l'Ijil(I %%Il,. h I lpllielh - pal--
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T1w) #. I' (1, 1altill e. as- t IO,! l, SI 'l l ' l it ih ) ll'(I 1lI tlo Ii i P4 tP (11111 l l' l f Ih el
I% u e $2lt .401 1l ti 1 ir for lh nie l and If olho rlt e l l ,l h lr flip ,4llill -, I itr1 I Irll t Ioi'n

.\i estlima ie'd Illpercen t ori L.e illielli f ihle 0i million n eliliilies tIllg-
erVl$nl" I' i .It I'. 1 A id it illili t' s I1 will, v Itgiul l nt 1Childre'n t1iuld

1ii1' I,'it ohIiil i li Ii .i 4f,-i lil1 't t' it 'llllt, fr m (Ibln l ie li lo rlii leeli the

Alltll( ' l' 1 11,i tt lltlIeI'I%,ivli, t i. 4, I'l',l i\i t,. ii Ie lle 1)t' low .
lie i(ts a lf t'tllilii t liee 1 iliple olif ' em w f 'olr't a , ,iil' 1 d %,(llllilltlld ' P)i

ull 'll ivi elit'r ill lh *Vile i'li ilivi i Pr l ilttilli
T iv Co'mmi tte bill lo l h ,t li lt-lliSis t yttl-,o benefi t l(t Jii'i ,

o1fI' III litil i ls w
I,.\ A 'ti~ li!tl i,,I, opllli 1trlill l% willili n i~ l I-Slita lislied• W\orkl

ot (4eI'llkin 11tlol . ,p:1.6 t1 1 S 1) pe 20 for 32 JV( llll's. 1 1dl il' 1i4 II4xiw
IiIiIIl W oni 'e of 1, 1io1ge, o(d ,4 Is.

'2,.• A ili ,slupp~llil-1 for Pi*, l'ills empnlhoyedl itJ ill II'• IJilan $2.00I l I'vI

h r (b ut age hail lit I 1. -ii ( t'hi, lll,) t'itht't ItS C1l1loI' 01' of1 t ile lfor
oi wll go j l.eit li ItoIvl (lie i'i1r-,1'11 (141' 1hoseirl l j,( I)l, iyinh les-.

141111lll'ilyv ill) lto ai libioill lllil.. •t ,lf w itlli ri'lllo- ilicn - ill(h IO)I. l liS
-i1s I lw, 1l nll d,•JlllJ, andll w\i fe'.,• (.()%-l(~ i \\ (lr,. I'i,*-, abJovel S. 00!

Work Incentives Ulnder the Programi

'rIhe I I(, j 14lilli \%()nlJ~l fiilil'iilil i ,i(.e i f,-llllily Jii( 111a ~ a llll o p llnit\. to

Va,ilrl $'2.100i ai Near ilw' sh n •ilile iiillilil a Ow, l b a t. I gi, Zll lal)lev, llinde r tilt,
H omol.• bill I'm, i1 flillil\" oft fI'Ill. 1 -li st S1(•l''i-j- lifr i S I \I, \ i' n()I-i i~

rali Jitr Iliu ni ermih'nile (lheii, s silo\Vi n il ,l Ilw a le, be(low.,
I lli t al eh 8, till v th re e (' v, v ofVm . v ml p'i l l )V l (llo w ilt ' I ' ll l',( c o m p a r ed 1 1d r ilil'

guara'inteed( (,lil~l ,l i il~lin l o -l rll.liii
T]he tale alhIso shows i'vhia happ~lens toi total family in•omel( llndl-e

Owil lrol)l(inil if1' Ih 'ill~il.i workti' 10 Itiliouii' Ii week (0'1:?• 1101lr18 in ll , the c se,
()f' (ol -l' l~l enll t~i ii.111 lll~i ). 20) b1o111. al week. or no li min -lll•il week.

Thel( sour1ces' of incomelll Shlown~ iare: (ai) Wii•Zes palid by) the empnlloyer'.
(b) Nviges pai(d by the, GO( 11',l'l1il t. l i tl,,iei'i ais ellipl]olv\e, oir Iillith forin
()f Iit wilgo S~liplihlul, tiol~ the v~ililihlo ee (4'()1r those ill .Job1 paying l eFhss
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than $2.00 per hour), anfd (c) the work bonus equal to 10 percent of
wages covered under social security.

The table shows these major points about the Committee plan:
(1) Since the participant is paid for working, his wages do not

vary with family size. Thus a family with one child would have
no economic incentive to have another child. This feature also
preserves the principle. of equal pay for equal work.

(2) As the employee's rate of pay increases, his total income
increases.

(3) As the employee's income, rises due to higher pay in a
regular job. the cost to the Government decreases. $1.50-.(per-hour
employment by the Government costs the taxpayer $48 for a
32-hour wveek ;' working .10 hours for a private emiployer at tih
same $1.50 hourly isItle gives the employees a $33 )oostt in in come
whitile eutliitit thlie cos( to the ov'ernuenl In' $27. Moving to an
tunstlbsidized job fit $2.00 per hour i lreieases the emlJplovee's income
another $7 while saving t he (overnment about $13 tmore.

(4) The less the employee works. the less he gets. No matter
what, the type of emlployment , the elilployee who works half-time
gets hil f of wh'lat he ý%olld get if he works full time: lie gets
no Federal benefit if he fails to work at all.

(5) The value of working is increased rather than dectreased.
Working 312 homis for lte (Govetnment is worth $1.150 peter itour:
when a private emtllover pays $1.50, the valite of working to the
employee is $2.02 pet' hout'r and working at $2.00 per bout' is
worth'$2.20.per hour to the employee. This will asstire that any
participant in jtiv'alt employment will receive niorte than $2.00
an hotir. Under the llouses bill. by way of contrast, the value of
working is decreased rather tanll incm'elsed, since the family w ould
be eligible for welfare benefits if the family head does nothing.

Actual value of 40 hours
of employment under-

House Bill Committee
Wage paid by employer (cents) bill

$1.50 ... ............................... . 73 $2.02

$2.00 ..................................... '90 2.20

' $1.23 for a family of 2; $1.04 for a family of 3.

(6) Elarnings fr'om other emp)loytvent do( not decrease the Nages
i'eceived for ho1ut's worked. Ti his an individual able to wom'k in
private employmienit pat't of the ti me imict'eases his income ItI1d
saves the Goveninient iioney. Virmtually no policing mnechanism
is necessary to (heck up on his income from woik.
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TABLE 8.-WORK INCENTIVES UNDER THE
COMMITTEE BILL

Employed by-

Govern.
ment at

$1.50 per
hour

40 hours worked (32 hours if Govern.
ment employment):

Wages paid by--
Em ployer ..............................
Government ................. $48.00

Special 10percent payment ..............

Total Government payment... 48.00

Private
employer
at $1.50
per hour

$60.00
15.00
6.00

21.00

Total incom e ..................

20 hours worked: (16 hours if Govern-
ment employment):

Wages paid by-.
Em player ..............................
Government ................. 24.00Special lO-percent payment ..............

48.00 81.00 88.00

30.00
7.50
3.00nn

40.00

4. 0

Total Government payment..

Total incom e .................

No hours worked ....................

Hourly value of working ...........

24.00 10.50 4.00

* 24.00 40.50 44.00

0 0

1.50 2.02

0

2.20

Work Disincentives Under Present Law and
Proposal

Administration

By w ay of contrast, tnder present law a mother who is eligible
for wedfare is guaranteed a certain monthly income (at a level set by
the State) if she has no other source of income; if she begins to work,
her welfare payment is reduced. Specitically, in addition to an allow-
ance for work expenses, her welfare. l)ayment is redCuced $2 for each
$3 earned in excess of $30 a month. Generally, then, for each dollar
earned and reported to the welfare agency, the fail) i income is
increased by 33 cents.

The lHouse bill uses the same basic approach as present law iut
sulbstituites a flat $60 exemption phis one-third of additional earnings
for the present $30 plis work expenses plus one-third of additional
earnings. Tf'he disincentive effects of this are clearly illustrated in

Private
employer
at $2.00
per hour

$80.00
8.00,.

8.00
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TABLE 9.-WORK DISINCENTIVES UNDER THE HOUSE BILL:
INCOME FOR FAMILY OF 4

Employed by-

40 hours worked:
Wages
WeIfare

Total income

20 hours worked:
Wages
Welfare

Total income

No hours worked:
Wages
Welfare

Total income

Private Private
employer employer
at $1 50 at $2.00
per hour per hou

r

$60.00 $80.00
15.40 2.10

75.40 82.10

30.00 40.00
35.40 28.70

65.40 68.70

0 0

46.20 46.20

46.20 46.20

Hourly value of working 40 hours .73 .90
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lJligibility to Participate

Al veplit li 10 4.t4 t IIl I. Colit il~ i NI il lt ic r l h ~it(I i i t 'll p tll tdo'l'nl
age I * Ir o tmli ' %%l t glih be a Ill tItgl,• l lf ftlI;l.% !) .r IU.S. eit iti'l tor

ild'| I. fll ll`1 .1 ll te lliflo filt . IlM l ot h r.1 it i.si dilv hi re i t chlnil d ag e(who
weltp I's I(m e l i, 11- el. age t* ' W 1 lilt 1 it '11\llitI i0 h i flill e t livt I t i 1 pa t i' i llt
wtt t ild l| I 'n r Mol'l', w.l~ler %%Il.• elilildho l• Im1(ri•im. iV 6 Who

elllVi I~'ll p~l'•I~l'rall i f Ilh v , 'leyI'

I'articipationi in Work Program

Otill (m ,e llvil r Of d C: fiuil.,V l votil Id 1 lit. (i ilghi, e . it) pI t 'icipif4 ill
lie worwk tI-4'i-ii l Ow ii I lt' lint (IE illv It' ttsellti t. iThis would ~ br. i'nII'd

to be Ili' ft 'llier IIi le.l.t e Iwas 1 1 seiltf1 m1 i t• 'it i'lt i• • 'ed, ill wlit h
('lIM,' it wt hilil I !,' Il'ltlIt) be I lIly II1•th .it ,

A 1e l `d I(i f it ili. t ' fIl htl I 1d it11 IlI. ,r1|it ,l I II) p 'i('i p 1114' ill tlit,
('iiiplihyiiiIIt I tllrogltlllll aI s it Sa I.;* lttilem-pItoh r Gtoverl i' i tt et, ll ('P if lit

ll ) ill . it:m ,110 11.h l im fl vl

(2) k at :a Striki r. I11 itlihis lii tliltIiI':ltim 4 lou w i ttu not apply to
fII 'nillxit %\'it %vv w l it k ll 110ti~lll~~'(i'llx il~l(elres{,led ill

I lie Ip 114rw (I i i t mill' v1itt 2 ) (1((t'S litI 1 Otllmig t o IIt g .o'lltI o)f woirke'rs
lin'lt% () mllt• arv+ Jil~l iviilmli~llo ill Ill' fililllnvilig or (fireclyll initel-
v.•tol ill (lt. di4l if,• , 'I'.lllv. dl.sq,| l fl|elti| lll 11l8f) W'm.Itl Ilwn "lllpl
0)- 1),!Il\(';tf Sl~pl elld ", fi ll .r relulted Ihu l Osi~m sw s Which are

foreti to slit lldow otl r fit -olll word0 l.k itttwil'. o )f a (i)iou dispute illwhich dlw\ are' .It dircly 't. ll\'+\•vidve. Tlhis• dlspill}ifielitill,
wdilptw I ilrm l ih i ||' it lil. l |ll iilV til llve (. lIa.i iS dhi gil..iid tf o

p)re'vent tilt,' Oro %iP nnIll t 1111"t fiullglli'l ' suit' q I)f C a lior-lrlaIIa gv.e-
lll('lt disputee.

P: ) is. rt.'m •,iv in g• I~llw l'l pl~ l ivlll t'll eml ipl l tl'llsa~t iolll :

(I) is it single l wi()i'1. I -4 ,-i i t mtili'tilti 4)fC itcimlt % it 1ii i child
Illiltitr 1N (t it•uihdc age 22 a11n1 attemldiilg sniitl full (im,): o'

(5 ) lilts let'left t' i ii'lllit %% it Ioitll g•(mt ( v'llist ' (w tm ll t ellaeha trgd•
for ei mt .t iit I 1n1 I ll I l l til l l' i t ii tig till ' f1i( pr th Go ldays. lThe'
\\'il'I .A|ldiiiii,,ll'r iilni wmildl~ it an lllt~l'ort1l 1() vt,. lldnl diwt dis-
(111111lil at;lifimll t) Its 1 l('c 11,; ';i.x Illm iltlls forl indlivid ulllls w ho :t.r.

(i ise'llari ged Ibee'|t.' of C natliv4lwl. I n ill (ltl't mW for thie (illlliiuis (i)ll
d~ aI crlil|ietaf-riil~ls wl.l vll phirt, l yleLr.

Ill aitiolilt ln :
(G;) a CiiliVily utldli Ihw ilii'!igli ie fIC it has itinarll-rlml iulvol'li ill

V'"(C'sS Of .$01til m iniilli " i w' if totatIl famniily n i, ('(' ).'. O •.•. i-
Il1l111lv : andlt

( 70 if alit illdivid lltnl is ia l te 4 inl regl.ular (tilllh5'inelt i(m :1
partr-ti mle li.i, lite m' shet' will ib ti'assurei rd n til l tt||it.\" for .SNli-
i'ielit iaddiit iont l Illlt % loy.llil'nl as a Go(lV'iilli elit l)l(p 'ee to re-
stilt ill 'I 'o biiinlt i l 4 .()f It) hoIur w wtrk p'r week. If ila int li'idl-

lat working Shst an. t i.nllly full titivt llt priv'at elliaplo)linilnt wishes
to work ito) itD) i lita I h! iltlditi for tihe (,m4)V'Iniiwelit, till' local]
(Ali()' of fliet Work A•(nlill , tistri41n (if it lhat; w'lok a vatlilbleh) Illa'
li-' h' in in tm heir s.t.dl i' ait elllovi.llellt (')ilort1llity. "Simihii ly,.
aill idl lividui|l \wilkilig fill] I tiii C t e. (oil' lmerill(alln under ti le

7" 1 P4 () - 72 . f.
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eill)lo'lllelt prograill cohl(0 work an ddlitional 20 louis with n1o
redlutetoll III (lie l111umn!er of holl's of ( eO-'IrnleltlOV l tplyment lie
or she is provided'l.

Kinds of Employment

Three kinds of employment [UP p rovided:
1. Regular eP'lllovillent. ill thit private sector or in jobs in pub-

li r n1o11 l)prot'i I)ivat(,IIgelwie8, with Io subsidy;)a. IiIIr IItslly bs idized lprivate or plibli enllployinvl('tl; an~d
3. Newv eVeo% toe (led jobls. with Olwt Federal (ov'ernmenl bear-

ing he fill td'st of thiesalary.

Placement in Regular Employment

Some pmrticipanls with little or 11 p reparation could be placed im.
nmediatetly in regular i ellployitneuit involving no (Government subsidy.
Ti'hese jof~s Would all pay lt least $,.()0 per hou01r.

Subsidized Public or Private Employment

In this category wo"l(d ie jobs not covered Iy thei Federal mini-
1 w111111 wage law, iil which the e llployer J))id less'than $2.00 per houir
but at least $1.50 per hour. No snlpplleInmnt would be paid if the erm-
ployer. reduced p)a.y for tiht' job Ibeause of tihe supp)l)lemen(t. Thus no jobs
presently paying tlit, iniliJllliln I age would be downgraded uiider the

( committeee bill, and the Iliiniinnil wage itself would not bo affected.
Rather. the Spl)plement relates solely to those jobs not covered today
unler the Iiil i l I% age 1111%. Some IOf I Ile.e inelui',:
Small retail stores:

Sales clerk
Cashier
Cleanup man

Snmall service establishments:
Beautician assistant
Waiter
Waitress
Busl)oyCashier

Cook
Porter
Chamnibermaiid
Coulnlternian

Domestic service:
Gardener
Handyman
Cook
Household aide
('hild attendant
Attendant for aged or dis-

abled p~erson

( )itside salesintn in .any industry.

Public sector:
Recreation aid(e
Swimminilgr pool attendant
Park service' \vorkei
En vironmental control aide
Ecology aide
Sanittion ai(le
Library assistantlPollce aid(,
F.ire deplartm~ent aissistant

Social welfare service aide
Family planningg. aide
('ChildI care assistant
(Cosimer protection aide
Caretaker
Iloiie for the aged einIployee

Agricultural labor:
,Jobs picking g, grading. sort-

ing, and grading crops:
spraying, fertilizing, and
other preparatory work;
milking cows; caring for
livestock
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For these jobs. tihe Federal G(overiimnut would make a payment
to any enliplo'e, who is, the head of a ]lousehdid equal to three quarters
of the difference between N hat the employer pays him and $2.00 per
hour. for tit) to 40 hours a "eekk. 'lims if an employer laid $1.50 an
hour the F~ederal subsidy would amount to 38 cents; an hour (three.
quarters of lhe 5m.-cent oh l'trenc'e bet ween $1.50 and $2.00). This wage
Suplple iWt would be administered by the local office of the Work
Administration.

Federally Funded Jobs

For. persons, who eo(hl1 not be 1)lllced ill either regular, ' subsidized
public or private employment, jo )s wmild be created which ouhl( pay
at thel tate of $1.50 per thour..n inl ldividlul could work ul) to :2 hours
a %%'Ik (an annual tate of aboul $ý2. 0), and would be paid oil tile
basis of hol rs worked d jusit s ill any otlhir job. There would Il)e no pay
for' blut-s not worked.

Ilowem er. a wonmmi with school-age children would not Ibe required
to Ibe away from home dl -ring hours that the children are, not in school
( unless e'lild care is provided), although she may be asked. it) order to
eII rn li'r w age. to Itrov'id(, after-school care to cliil1dren other than heir
owl dir'inlg thlese 11011 rs.

If an imliividumla is able to tilll i',gula tr eml)lpytnenlt on a parltt -ime
basis, le or slit I% be Nassi Ired ani o)porIt Inity for' sltlieient additional
emil , 'IeI)tl 1s 1i (G;overlt•l'in Cml) ep oe to r isult in a combined total
of t0 hour's i ork per " eek. If an imidlividnal working substantially
full tim1e in l)'ivite emiployvtlint wishes to xor'k til) to 20 hours in
addition for the o\Ve'ernnint, ti the iocal office of the Work Addmin-
istration (if it has work available) tnav provide him o0r ber such
fill emiploytinit Ol)o•ttunity. sitililitrly, anl individual ilorking
full titne fol thile GoVerllnellt uiletr t{he employmnett program could%% ork -ill add~itionaml 201 limis, ll.' p;ri% tite employnmel witlh Im• redietionl
ill tl be 111 n il 'r- of 110111t s of (overit tIttit e-ti j)lovuilenn t lie Ot slit- isp~rovidled.

Participants would not be considered Federal employees, nor would
they be co ered IvbVsociul setenritv. ittmetplov'mentt compensation or
vorikmen's coM pinat ioti. Tihe 10l'lreietit special work-bIonus would

not apply to their salary.
F'or these individuals w~lho cannot be placed immediately in regular

employment at a rate of pay at least equal to the minimum wage, or
in subsidized, )rivate emplo;yment, the major' emphasis wouldtbe on
having them perform useful work which catl contribute to the better-
ment of the community. A ltrgeg numblher of sutihi activities are currently
going undone because of the lack of individuals or funds to (1o them.
With a large body of p)articipants for whom useful work will have to
be arranged, many of these community improvement activities could
now l)e (Tolie. At the same time, safegutards aire l)rovided so that the
program meets the goal of opening ill) new job opportunities autd does
not Siml)ly replace existing employees, N whether ill the public o01 private
sector.

Any job in tile regular economy playing $1.50 p)er 1 hour or more, even
a part-time job. would yield a gte('ateir income than $1.50 per-hollir
Government employment anld( it is anticipated that this will serve as
an incentive foil p)art icipants to seek regular employment. In a(llition,
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tit, i,' l ell ( oI ern mt'iI f I i uI d I , h l ii s lv.. ni lill v lbss filli filln ili-v idI l l if) r ,.g IIhIlr 1,,11114 1) 1 n .b l.

WTork lBonus for Low-Income Workers
l.,,• . i., 1%1,11,, i p, ,i in l ',l l-r ll;r ilJlph )Im I ,l~ ll w hi m I l,'l l fa mn ilies

w,,' llld N., (,i.itr l.l, fill. a ,,,mwk l vom i ai.,+ l Io• III ull perv ll (of' fl, it•l. .ies;
HVd,1I-1.I (. S~~ls- .11 l ( I. ailI Id n •..ii )p o ra ,i

lt'e m i•f, ill,'mfl of f lie li,'l41i`1l n:11l d ie' i.; $1, 1) r hs.. l'or Pm fami-
ilies % here Ow IIIIAIIal .il's anid ,ixf''s MI it0e ito it' S$I.)t000). ti.e

'lihi, s/.t ' fi lit' WV t)i'l(l b itt(II '-. io S .11' II tiII flit' I:ilh, Ii'.lIi of ti .ll ' l t'tI l
I Mtltto lee,:b
b;l~~)II I . ... . .... ..11 ..I-Ie S:10 1111

.- 10 .... . . . . )fl

lt'n lllll llll or fllp ltr' ItitSlieitl it nl'(ili' t'i.'." l , tll( fro I lti.III l itit to
t'r''lt'it it Wi irk tli iiii'enitiVt'. Hi'h' llit wothlt cost utin t,.f.inmiledl $1I.•

'Iii ,i hii sit tOfW ii11 i Vi It'$ wtork boittis iii Vii it'll(il I he tabl b I ,m ý41 iii illed

fii n~liIns.

St'li 'h ijl',, .r ,'l if litl'S ,)I' flit' lie tt •',' f' +n ' fitiuiv.r ~v lt Inl~ sgt 'i l th e -~'

n'it til1" Iul' '•tui o' I. liv lt ln'i :II+II t'',lI'it \•II•' .l'ini uil b ' ovr t'tl t•,. i ndez , '

I 11y',1 I 14t',i i'itV i t nilrul irl n d lt1tiis Woirkliu b lli o's Ao II mlstra-

A (lii .nI yi s .n i f' iiwiluy; . fl'e Ure r laIs of i 1s n'.• lt wages' hI i izcl iI worlk

'liot'S If Iiii'lr't','l ii fI I to. I tI' i'ir f<tl1(1 s it.' tlttliiiis t'i't't liv (lie hit tl'e li I•\

S~'tou **2'000 $t't(i

Tl w )i l It l~ ivllt )1-ae-l l Ow' I'va' Iht I I . ,.s + It()( val-Yngr hv• l efi.S 1): vn,

f I Iil I ( N. siz e .11filik l 1,v m il ..tcilv.lie p o il l, i l i I ,,) Jlj,pv,, ie p •n er
s<e al dd• ifil a \' hidrl J:v•a r anx'lidu (2 ,1i I i s r I)' the I p\• lia.\ voin t i f'•

Ow~m IIIoII f Own p;ll -villvn l s i nol i.vn l ri~-" abmvia .141,110ty 11 '-oa )11 to, m
vrliloy ,r will dml eive, T he plan w-ouid (tm~~.( Is(\ . l overtimitt, $\1.2l
billion andl,. wmill pro.•vidc work ))(fill' .mnl• wv/lls wl) 1,11, wlovll

hON, 4101 ll~j'' I< ., v i'•l10,c ri " mwk \, hi ltl an. l flov red luirnd e nt lsm-ld

;tl hVst."I of t (Im~icsl l, nlriv'ld o~l~lo\'...4millurflow (.11 p•morr.
TheIIv I villoyte if t hey -Ol~ l.mu I •l~le i~t ,'s if11fl.illisly.,w d • lh Ilule rvo lc

bmll, will, n-pe 1" 1 ilo l(i-ý~ y ii-llil( I`Iilb
S(W ld tvbwl'\ l sv ( )ft eý 0('. t1 i i l ol l o-I -w (1:
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ir elns)ort action Assistance

IIi rvt''flglititoll of lk(b N l1llt ai It.1im* rUsoi ffm1' how-skilleti jobs
going .tllnfiIleh ill ii r1 iti'lt litol ll lml. i.' 1llu' diilieliully ItI I idiv idi ualt
fci''es irl- t.iu r it) I Il. le .t l t ti l iJl,, t lit' W ort'k A. t Uit ili,. -t 'll 1101 woltlh
W ., ilt l th vl i / e d, 1 1 ) a rr al' l . ,, 'll'"r f o il. I n ll,. l i m fr i l l (lo ll " v olal•l. e tsl . w l l(,.I ,( t h i sr i s
tI(14 4, t oll'y / I) I e If,, t1, Pi lig oefii f ill I 'reg.ilihll' jt1i.. For tt it't' ltt h'' fOit p

\\or)Dk Al.lmiiisls it I 'i l ig ;ltlet Ow'miti h I , l uet, lii it filli ' t if ll lispot a' -
l i o nl 1 11111. t o) g.[ el ill aI j (1Ib sa.. : 1\ I;D ll lilkl lf t 8 t•i'l- l l holl l. I lml., d ild lin K o n

Ili' it\'t'l'i~i g' i'l tiiiIllll ill, I illiv" ill 1i Il II' i-4t. If 11h ' illt lividt l (-illt get to
lil-' jt ii vi 1 li ithill 1IIII)IIii it ( iltit' d oilrmtlhr •h t itt i rl ' lilpii I I' t itt llslr)O '-
f il ill ( l.o' .t ut. i ll gi-ii I lle ll O I .\'ll litl i. ll Il t b 't i,\ li Ivv to l do o. t ift hlis v'm,!, . Im , be 1doli. Ilowevv,. •. , I h,,i \\14 . k W .\ Adlllilliý-fI-Iit ioll would
h e, 11 111 1 11 i m -4I t o I r • I, I -11 1 1 s p m -1 f t io . l i r , ' l 1 () v i, l pl o•, v,, .r w h o

dmv•,,'l 11) Ow si ll)(.. 11.-41. Thei• W\ork .\,lmillistriltioll em.ll, onllY do thisr

\\ It r'' i t \\ii It.• t l1•vt.Il I i llt ' lt lr Ifit i' f IiI.1'1. i vi' I iiil , it lv lt t 1 ('r l 'illlt Ip. -Ill ,llt\ Owl,,, III° w-lI w,,lll,•,l ,'ild Ill)l b~l. boll~ll In\" the, Govern-

tllli Ow v ld pay Ow II1 k \ 1 . llilli.nl';'ill. an plt't'er-
Ilm p ,i I, I foillt 'i' ,i o I ,\ i lli i t lli ',e\ i r i m I i ' i i l aill'\ ill h, i for
1l114 Iunv ' (ifjob il ,,l\t .tit ' l \\W ork .,llnilli., kft loll woul llil (ll-
l\il , flit 'i et1itti b of Ow v,'.s iinv'Ivvit ill of'flit'1l t tiruilllll-

St i IIll-vsL.

Pa 1.1 iti hII ''t' i hl U 1 IllI l .5In l(wl, ti'i'lt 1profl' l ) fll w t eill I Iw.M I'oil le( voi lln -
t o'lt' 1fVr'll liill t) I i ll lr ,4 ill.s ii1

1Wher f lit, I)11()gl1'1111
admllilli.,l(lNI'I 1)\" flit-' W or)k .Adnilli'-rlli ,•ll , ll-illim . T111 nd di~lill %willld W.l

fNll'('ldl'(ei f toir h'11"1 1111l to ft it .lh \ ll filtll(t ' 1'' t lvfaillibll and o liiy if
Ow are.\ 1it1 1 ll . i lt.IIh , ilid vli\' l all i,.'

s l.t''ti lt h iti ft 1 ituI ly lift' or t' I ot tIt'loi 'tic': to l( i e 't(lt ftd ii

Ab- v .\ (fI) b vIw'')11 indep'l.ldvlll thr1olih1.11 i 1nl0(lyllullit a1tl, the vld(

(1f wi In' f Iiiiillill ilualn ili. a rtitlll f1, i'l U t'lil''. it
Fl gt'ti('lt'5 I lt i de i't' i t- g i lf ' l it' i t' I t IV I ii r II tl \ \i it (Ilt ' I' I V 'V "

p t I l It1' tl Dl 'li r tig. 0 j 4 l it-gt ' ,t Il. t I'(' flt i vIgl i lie f (1r lit' s(,'l' ices h l id
MIlllv -1.30t i~ll, ~111111 fo.. r ("IV' ll' ImI{llr of, I ralllll ti.. F'ollo)w ing thel

I•l'',:•'ll I '{,,llphplij)• ()It' I r:Iillill/.r ( ll;,'Il 4-m' d,1, 1 0l~ 4-seved•( I Nva. l l ]

(10, 1l oeld,,,, I I'nillill'u.

S'illve. tiI1l~l- lirl , ,.v ,)1" t il ,l- {l ):l is it) illipl~ m~ w. III(, ,Ill1 lity o)1 life(
t',w eh]ildrll'n ald ti he~ir fam]lilies.. I,'m v Ini~tllber oft aI fallnilv \h os(, Ilead
I)allie'ililllle. ill Ow1, work'l I~lm .•' llill v'olldI be{ irovidleil -e.l'vi(ces to

I alv, tloll , p a y~l~ f o r t i l l - .e l l ' h , . . ( l , l - , l l .i t l l l l / . o l ! ! ) l ' -
\-ill,(]{ if•, fijllifly l)Ihlnnillir :1l (-I(' ihl ,'l ' s(-I-\ i('(-.s. T!'it' Il/.PIll(v Iilnm ill-
i~s( (,l'ill/. ( Ill,' (-Ill pi)Y~vlo.ll!'l p~').roirlln 111 \ i r(,il'{, t'amlil N. Illlvlllblýll.. to) other

l/ llil ill -irl1-illitrilig. fo~rl it I~ ll\i•(n ,t .;)'ial anld( ()ll i,r Ser'vices

wvhic'h tlhe\ do( nml Iro'idt. dli I.('l.(.tI*. Vl' ()l N 1, plleh. 11 dlisablied1 family"
IlIvillbe~lr nIIi/.]gII .b re rr edi t o rl (I I )lh vl(iilll r'ehlla ililtatiolagn cyI.•elV or.

a1 ]M -Ael'r-)ldI (m u -of-.v'loo)(l .vmC llll Ilnig t bv{ refer(red.l to) I! ti ll ap ropriatle
\s oi'l ( t1' l illillg I.)graIn.rln {'\' migh t ~ ~l/ lill,, ('(.h()S t o th l{ Serlvices. t]|eili-

.se.l-t-.S wou)ldI not{ bv{ Iorlwn by till. vinllphyllivlit p~rog.r'aill.
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Former participants in tle work jrogra in would have access to
free family lpla tiing services ati1d to child Care on a wholly or partly
sl1bs1d1zed basis. depending on faintly income. Other services needed to
count mie in e(il,) oyllent, . ii'lul ding minor medical needs, could be
providled )1y the agency ldllnllulst ring lith, program.

State Supplementation

In order to prevent the State welfare lrograill from unlderillining
tihe objectives of the Felderal e(l')loyinent program thit State N would
have to assume. that ilidliviluals eligible for the State supplement who
are also eligible to participate in the employment program are actually
participating full time and thus receiving $200 per month. A similar
rule would apply to mot hers with children under age 6 who volunteer.

Furthermore, the State would be required to disregard any earnings
between $200 a month and "375 a month (tile amount an employee
would earn working -10 hotirs a week a!t $2.0 ) pr hour) to ensure
that the incentive system of the altermntive plan is preserved. These
earnings disregards would be a flat requirement ; States would not be.
required to take into account work expenses.,'l'he effect of this
requirement would. b(e to give a pIa rticilawnt in the work program, a
strong incentive to work full time (since earnilngs of $2.00 will be.
attributed to himl in an11 case). and it would not interfere with the
strong incentives he, wouidl have to seek regular employment rather
than working for the G'overnment at $1.50 per hour.

Food Stamps

Individuals participating in the employment program would not be
eligible to participate in the food stamp progran1. However, States
would be reimlhwrsed the full cost of adjusting aity supplementary
benefits they Inimh't decide to give to participants so as to imlake. llip for
the loss of food stamp eligibility. In order to avoid having States pro-
vide assistance to an entirely new category of recipient not now eli-
gible for federally-shared Aid to Families with Dependent Children,
the( Committee provided that the Work Administration would pay
families headed by an able-bodied father the amount equal to tile value
of food stamps (but only to the extent that the State provides cash
instead of food stamps for families which are now in the Aid to Fam-
ilies with D)ependent Children category).

Children of Mothers Refusing to Participate in the Employment
Program

UInder the employment program, mothers in families with no chil-
dren under age six Would generally' e ineligible to receive their basic
income from the Aid to Families with I)ependent Children program.
If it comes to the attention of a welfare agency, however, that chil-
dren are sufferintg neglect because a mother who" is ineligible. for basic
income under AFDC also refuses to partici pate in or is disqualified
from the employment program, the. W1ork Adiministration would be
authorized to make 1)ayment. to the family, for up) to one month if the
mother is provided counseling and other Services aimed at )ersuading
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her to participate in the employment l)ro~gram. Following this, tile
mother would either have to he found to Ie incapacitated under the
Federal definition (that is. unable to engage in substantial gainful
employment). with mandatory referral to vocational rehabilitation
agency; or, if she is not found to be incapacitated, the State 0ouhl
arrange for protective payments to a third party to ensure that the
needs of the children are provided for.

Administration of the Employment Program

T'he employment program would be administered by aI newly created
Work administrationn headed by a 3-man board appointed by the IPre-
ident with the advice a(d consent of the Senate. 'IE' actual operations
of the Irograi 111 1ltl bv carriedl out bJy'- local oflices of t he Work
Administration.

TI'he local ollice would hire individuals applying to participate,
develop) emlployability plans for pamticipalits. atteml)t to expali(I job
01)1)t0 litiltes i ' ii t h1 co tini nit v, 1rnin,1,,W., for SI ll)Ortive services
needed for persons to l)art icil)ate (utilizing the Work Administration's
Bureau of ('hild ('are to :arrange for chlild care services), mand operate
programs utilizing participants which are designed to improve the
quality of life for the ei/d1(renl of participants in the employment
prlogran). Employment Program in Puerto Rico

Centai i provisions relating to thle employment program in Puerto
RiMo were imiade. 'These modifications are necessary because of the fact
that lPuerto( Rico lias a different minimnumii wage st ructure than the rest
of the United States, has sulbstantially lower per capita income, an(d
has a high rate of unemployment. Under the Committee bill the wages
waid to (Governiiienit emp)loyees mou)11( lde equal to thlree-qualrters of the
lowest miniluni wage applicable to a significant percentage of the
population. This would result in a lower wage for Government em-
ployees than in the rest of the United States. but it would be signifi-
cantly higher than current welfare payments in Puerto Rico. 'Tlie wage
sul)plementl program for persons in regular employment at less than
the minimum wage would not be applicable to Puerto Rico, but the 10
percent work bonus for low-income earners in jobs covered by social
security would apply.

Tax Credit to Develop Jobs in tf.e Private Sector

The provision of the present tax law under which an employer
hiring a participant in the W\ork Incentive Program is eligible for
a tax credit equal to 20 percent of the employee's wages during the
first 1'2 months of employment, with a recapture of the credit if the
employer does not retain the employee for at least one additional year
(unless the employee voluntarily leaves or is terminated for good
cause), will be continued under the nei guaranteed employment
program.
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l3eeiuwe th( g11I'lrlWteted jhob otpportuitity program. ilio ti f ith- Work
I lei'lltive I rogl• 1!t . %otldi I / i''i t((I tl, ht11:14I to1' ami, fa ilt m. it II
clihldrellI, Ow following liutituit jolts otil In'b ma1d'uI it (tOe 1i,4)
vi1o1l0 of fhe tax 'credit to ',.ii ,,' f hatt hi, redlitt l t lie pri itl:: ai Hi
of i'X. 1/, t id I (lltl l. O t tai11it ii'oll .s for l It ii llIlls il, I ie ( 11
Illlt I te's Wlork progli'illl :

1. 0rhe ,rldit would 1r1ply o1lmly ,, itll resxpi.t to ijtdi, Idullk " ho
h]ave beln 11111icip It I in. Ill thi' gll rll, it eod Iot pgI tll flr atl h.11M
011(1 llloltitl

2. The credi wotlil l 1)11 i)v, a 'l) dlilh ! ' %% Ilt r,..I',p'ect t,0 ito,'v t111i i
1.5 pi'rC('iI of fillt 11 em p esi~'ft Ow. empIlov('i' ill fill% mv ot'%veal r It ii a gh
them tplloye('r wotld nliways Ib,, plrmitiled to t. I. I lit' •'dlit Crti lit
least ono1 e'liiploye(').:} 1.Th er('',lif %•.ollid not b.In..\'t1il1l1l, ill v e.-•. Wileh, 111 11,.1l1lovee•

is diseirgerd 1111d repjlll(''ed by auot .her ( 'lii whol forioerl.l%%o'1kd I'o 'll1., \\1•.'k .\m•l. isiIrill ifil : -Illd

41. TI , ip fl red it (oiiltl I mt veved $4s,00 ill fip c~~a N' o it ItnY mwtei'll
1IJIIJ.'., (20 1j•u,(,euit of SOA R,011, alpp1oxiluil(olyt" 111 1 i lllll•I'(i f I111111til1
,a rniltgrs ti( $.47h.2 fil .

I it oirdhlr tol e -,. , •(lddl ivilovers l , i11,d uilv l ,i! iv,,, for pai r. 'i
h i l fre lit to) 1 11' Ii e,1t111ptjorb wr . i 1 )1'11g tfiit lil tt111, il lIiitiiv l t1.141

bulen,,i•,..vs,•.\A livltl,(,.•m;yr tilking Ow. vI vdil vm1ild licit bv, vilribi,'I,
mi tll s ai11le ti m1 e f (Il. t h e' hi o( .1 • (i~ x c hlildl ca n.I , m . ll•. . e, uho l e x.\ l n,lU ,

(hdlit't ion..

Effeetfive Dates

Trhe( efl'ectivi'e (Intot for the basic job oppl iiit 1iity 1.)p1r'o'gra is .11111111ur'
197-t. As of that diate. families Idllti inl('ia,' fill employtbhle idult
(iniclutdi ng ai Iltot ivi' with 111 child111(1 itlit age 6) Avil Inio lonIgerI b vI''i -
gibhi for wte'•aIi', as ihcir i asi' incom'(e. If it"titltie to finIi aglitr job.
however. the Cauilt heImad will hI' assi red of (' ov'.tlale1i tl (i'jlil4m IItt'1lt
piaying $1.4i0 all 1h(lll1 fr 32) hllour-S W,'tkl\, I)'I-o('illg $. tIt)( of iro ,
iiIuittIullv. (hlie sallt.' loltlill which woll11 ]ve boont latvattli' to 1 fatallilI

of I utnl'h.r the I Iolls'-1)pl d f allnelitilY assistace phil..
Tih 10 )el'(t wvork olils a d I he %%age Sipplelhit't javiit would

become. payable even before the . . i gia ralte' eI!'e phtiti'IIt jrogra t
is operat. i fic(l ( ly, (lie \Ork ttlll whiell wi w elh1 paid•i 111pm 1i1erly
to low-incoume w otkt'ts witl bev'totiit' t' hct i'~t' start ing ill'iillr .111 973.
'l't wage sitjttelltt'ut for f il s itt regular jobs It()( covered

he efi-'ctive. 111]%il- I l973. tat 11,i'tiiig Il •1e 1(rvicS of I he loeal 1 llt plouortent
S'llice offices to all the' t ii payIme•tit s hutill fllt' Wor1k A. ilust rtl 11(1
Ille(.'cIalliS1i1 is ftllnctiOlling.



GENERAL WVELFAIRE PROVISIONS, CHILD WEIIFARE
SERVICES, SOCIAL SERVICES, AND OTHER PROVISIONS

1. GENERAL WELFARE PROVISIONS

'T'he fidlowinlg aniendlelits approved by tile ('oinmittee apply to
b)oth the a(lilt v.ategoiries ( ked, Hind and I )isabled ) and to the Aid
to Families wit I I )pe, dent ( 'llildrenl (ateuory. ( )t liel, provisions for
eaU'h ('atptOrv Ii•, .l'ppeified in ,, rt w ',eetlninllý of this relas, relating
to each Iro.Iiranl.

Welfare as a Statutory Right

A .i.inuler of volirt cases ill i'eiit vears hlav, Ibeen Ibased oil t he view
that welfare is 11 j)rol)ertV right rat her thalni a gratulity provided for
iIder it statute. The ('omnni imttee agreed to mnake. elear ill the statute

that welfare is a statlttorv rilight granted lunl(ler law whicl can be ex-
tended, restric'ted1, altereit, amended or l-epi al(,d l•y law. It is distinct
frol a lwropei'tV right or any right considtsre(l iniviolate under the
Const it ut io01.

Declaration Method of Determining Eligibility

(ienerallv speaking, the usual uiethod of (letermining eligibility for
iubln iasist ancle has involved the verification of information provided

Iy the 1t1applicant for assistance through a visit to the applicant's home
and front other sout res. •no. person,; found eligible for assistance, Ie-
detri-Iinat ion of eligihility is Nluired at least annully. and similar
lpr'o(e(itres are followed. l

'l'lw I)epai t ient 01. 1 lealth. lEduleation. and Welfare has re( utired
States to use a simnpli fied or "declaration method" for aid to aged. 1lind,
and disabled. a •d has Wrongly ur ged that this method be is(,(d in the
pl'ograln of kid to Families with I)ependent ('hildren. 'l'he simplified
or "declarat Iin method" pll'o i•(es foi' eligibility deterininatlions to be
based to the liiaxiimuill extent possible on tile in formation furnished b3y
the applicant. without roliti e interviewing of the alIpplicalit flald with-
out rout ite verificat ion and invest igation I)v the caseworker. The Coin-
initte, bill preclides the uise of tile declaration method( Iv law. It also
elxplicitlv authorizes tlh, States in the statute to examine the applica-
tion o0' current cireum,.tances 111and promptly make any ver'ification froni
independent or collateral sources nece-sarv to insure that eligibility
exists. The Secretai'y could not. by regullt iou. limit tli State's avt" ' lor-
ity to verify income Or other eligibility factors.

Denial of Welfare for Refusal to Allow Caseworker in Home

In 1969)ia Federal District C(ourt ruled on constitutional grounds
that a State co(0l1 not terminate welfare payments to a recipient who

(79)
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refused to allow a caseworker in) her home. In 1971, the Supreme
('cul't reversed the lower conirts decision. The Committee agreed to
codify tihe Supreme ('Court's decision in the statue by amending the
Act to perillit a1 State to require its a itloditiOni of eligibility for wel-
fare that a recipient allow a caseworker to visit the home ati a reason-
able tillip and with reasonable advalice not ice.

Furnishing Manuals and Other Policy Issuances

Regulations issued by tile D)epartment of Health, Educatio ll, a(
Welfare in October. 1970, require States to, make available current
copies of program inin illials and other policy isusanCes without Charge
to publi, or university libra ries, the local or district oflic,'s of the Bit-
rean of Indiai. Atltairs, and welfare or legal services slicess or orga-
nizations. The material may also he made available, with or without
charge, to other groups and to individuals. The committee e approved
an amendment inder which States would be permitted to be rein-
bIrsed for the ,ost (but no more than file cost) of making this infor-
muation available.

Requirement of Statewideness for Social Services

The Social Security Act requires that social services (including
child care anld family planning services) under the welfare programs
b)e ill efl'ect ill all 1)01 illt] slbdlivisiolls of a State ill order for tile
State to obtain lFederal matching funds. This requirement of state-
wideness has sometimes delayed( the provision of these services. TI'he
Committee agreed to permit tihe Secretary to waive tile requirement of
statewideness for services.

tVse of Social Security Numbers and Other Means of Identification

The ('omnittev lbill )111o1hl reqni'ire the use of social security Iumbers
in the administ ra. ionl of assistance liro•rams. St ates would use social
security iulimilbers for case tile idheilltination, for cross-cllecking pur-
poses iin( is all aid in the, comililation of statistical data with respect
to the welfare programs. Ill addition. Stats would be authorized to
use photograpihs and such other means of i(eiliflicatioii as they desire
ill adlministering the welfare. programs, as wll as setting penalties for
misuse of these inealls of idlnt ificatioll.

Duration of Residency

The Committee agreed to require Stnat es to establish a three-nionth
duration of residence reqmiirement iii order to be eligible for Welfare.
If a welfare recipienl in one State moves to another State, the State
of origin would continue making the welfare payments for three
months; however, no1 State would be required to make welfare pay-
ient s more than 90 days after an individual has left tile State.

The Committee also agre,,l will tile provision in the JIouse-passed
version of I LR 1 that would make an individual inelitgible for wel-
fare i)avent.s (during any miuolh in whicli the person is outside the
TTnited States tile, entire month: once ani idi(lividual has been outside
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the United States for it least :0o co-l.secit ie days, he must remain in
the United States for :30 consecutive days before he may again become
(li'ible for welfare.

In addition. to become eligible for welfare, an individual must be
a resitient of tiht I ̀ i it (ed Sttatts awld vitlher it (itize m oir alien lawfully
admitted for l)er).Illnent resideitce or a lnerson whlo is a resident inder
color of law.

Welfare Payments for Rent

U nJder existing law welfa -e payvilents ane ordil iarily made directly
to the recipients. Some slates llave indicated that they %.ould effect suBl-
stantial adminiist rat ive savings if hiley were p)erititt ed tto make a single
ptynmt,'tt directly to pimhliv holo.i ng iutholrities of tlhe rent portion of
welfare payments foi reelipieiits in l)1bli' iousiig. 'I'l(t Committee bill
wotld pelirit ,tmtt es to do this. It woiiId also pel-rmit State welfare
agencies to make it vemlor l)ayttnet foil rent di rec'ly to a landlord pro-
vidled t hat (it) the welfare reci lient has failed to intake rent l payments
(whether or not to the same landlord) for two consecutive months, anld
(b) tih la d(llol'd aitgrf'es to at'Ctelpt the a mount acttually allowed by the
State to II( h repl)ient foir slhelt er as total paymntli for the, rent. The
Committee also agwve(d to rI-ejal t a welfant amendment in Public Law
92-213 whielh wvouli, rei ire wel fan, aurenies ill Some' circumstances to
pay as a rental allowance more thait the act ial co-t of rent.

Alcoholics and Addicts

'Thie Commit tee %% as oi('erlimtI oveI.r ttl fact t bItt 1at3 N holiisalnds of
recipients olt %,elfirev wholhnae et,,l det erlitnited t I0 )alcohol i's and
ad(llets are I )lfl( ) invi r h'd lie.e-sa \ r, lmeit l ilitati e ('tcare aitd
treatllenti. For expla ilittioti of comm ittee a lmen(dmn(' Its related to care
a Itd t rat m Iolt ef t lIes )er.e)ml11:. see, t 1lV e(l 4f t le 10-e.t ion I t I0 I •edieare
:titlt Me1 liaid plrovisill,:.

Sharing the Cost of Prosecuting Welfare Fraud

Under i)reselit law. tile Federal Governmlment pays 50 percent of the
cost of administration of the welfare program';. as thImese 'osts are in-
eurre(I I)y tile State welfare ageltey. The (*'oinltittee bill extends an
amendment -roviding .)e I'Ve(ll•h, ral matching al iso for the cost
of State aind local i)rose'ttting attornity ellorts to proseettte welfare
frattd.

Recent Disposal of Assets

In(lera present Iaw, al individual with assets whose valIne exceeds
the welfare eligil)ilitv level ill tile State. mtay (lisl1)Se of those assets
ill order to qualify for assistance. Poi- exampleh. ait elderly widow
may give her assets to her children to qualify for assistance even
though the children (.oiitille to make the( assets available to her.

The (' Committee bill deals with this situation bly providing that.
anyone Who has voluntarily assigned ()r' transferred property to a
releative within oite year prior to alpplying for ptubli(' asistantee and
who has received less than failr market value for Oth p'opmerty. will be
ineligible for public assistance for one year period commencing with
the date of t ransf el.
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Recouping Overpayments

The ('11llilitee agriecd to provi•he statlitoro) ' hti oerpayiients
conistituite aI obligation of ani individual to be withheld from any
flutllie assistallvc( Ilsyllelts or any ali tii s (other than Social Secur-
it v deattl bellefits) owed by tile 1"ederal (GoveI'nInIIlt to the ilidivid-
lu'l: in additioll, overlpaVmellls could be collected throllil ordinary
collectioll procedur1Ies.

Ineligibility for Food Stamps

U under the ('onminitte bill (as ullder t(lie l loUs versionn, individuals
ill the welfare programs ill n)ot b.e eligible for food st i:ll)s or surplus
comlu1o0d(it ies. States would be iwasselIed that there N1hi lbe nio addi-
tional expenses to them if thwey adiistt lthir welfaree pyly(e'It levels to
take ito iaCC tilllt I( 155f (ltit ItCIellw for food st anil, s.s that r-edpicilts
wmolld slffethr 11o loss of income as a result of losing elitillemeut to
food Stamps.

Appeals Process

Present law re(Ilires thalt I State )lail 11111st pro vide for gnu litin•g
an 01)1)111't11ily for a fair hearing before the St ate agency to 1ilY in-
divi(lial wllose claillis for ai( is delnied o1' 101 aUetd 111)01 wit)h rensonl.
abie prlompt IiPss.

()n .\l i'cl 23. 19710. the Silpreme ('ii C rt riled il tw\o iases ( /old-
le?'q v. JKell/ (91 SJ , 21) anld Whele'r(e V. j1Iontqyje)-1 (3J97 IT.S.
280) ) t hat assistant (e iPayment 1 S could not lb ter dilated Lefore it re-

cipient is afforded al evidentliart hearing. 'I'li decision was llade op
the, cons it utiotial grouilids that iterinllnation of palyla itls before such
a hearing would violate ile d(e process (lause. 'lhie Coil t argued
that \\eifare laymenlts lare a inatte r of st ntIutory eitit Iclleelt for per-
Sons quualitied to receive the11. and tlhat "it may he realistic today
to rega rd \ ei far• ('li it lements as more like 'wopelrty" haln a 'gratli-
if y. * * * II('7 cist it it iona i c(ha Ill(,nge c(-not be a1 swered by an
argument that p1ul~lic assistance benetfis an'e 'a "pIivihe"- anld Iot a

The ITEW regulations based on the court's decisioli (45 CFl 205.10)
go much further than the court in spelling out the requIiremenlts for
failr hearings. Tlhe tone and emphasis of tile regulations is shown in
these excerpts: "Aencv emphasis must be on helping the claimant to
sub1iit, and process his request. and in preparing his case. if needed.
The welfare agency must. not only notify the recipients of his right to
appeal, it must also notify him that his assistance i•ill be continued
during tfel appeal period if he decides to appeal." The regulation Con-
tinues: p'prompt. definitive. and final administrative actioni will be
taken within 60 days from the date of the request for a fail- hearing.
except where the claimant requests a delay in the hearhiq" (emlphasis
added).Th)e ConIniittee bill deals with this situationi by requiring Stale
Welfare agncHies to reach a tinal decision on thie nppal of a welfare
reciliient within 30 day,; following tile day the r'('cipieilt was notified
of ilhe agelnc"vs intention to redlie or terminate assistance. The
bill would also require the re(paymennt Jo thi(' agency of amounts
which a recipient received during the period of the apl)eal if it was
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detcr, uied that fhe rii eilenIl was llt eilntited to1 then). Al1N( 11tjyiiato ts
not repaid b+liIe colls-ideredl III obligatioll of III(- reelipient and
W,'Uld he, ree'ollewd if) the ,.ann, 111:1nlnerl as other ov\erl-\pa ellts. III
addlition, tihe ('onlllniffee bill wouldl ,,lipillate Illat tilt' revii)4.e11 ha's a

r'ig.hlit to appeal at a Ili•11er ' illinli-tralivt'hlVel I MIllt ]1:11paytlenitsllVed lc,[ I~e conlltinued ()I(.e :III init ial advvr.,-e detv1'111i11ilt oon has Ibeen

1111h' onf tIhe lo(';1 level at a lieaninI g at which evidethice caII be •eN'-enited.
Tihe ( 'ol1illeit t e )WOVisioni was t esignM,'l to assure t hat the a appeals

lt'oCetlires wOil hIe hadIled expelditiouslv l)V f1th State and also to
assile' t hat appeials would Ito Iot he nde friv•oloi.sly.

Safeguarding Information

hi'e statutes in IIl of lie welfare pro..rnais ulder the Social Security
Act prvidle sat'efunr-g llr whi'lI test rict 1he itse or (d ilostire of infor-

rea1til NI ,( c~ crnim g app~lietitifA .and revilpivnts to pillpo'svs dlirectl\' con-

itt (e'! wit the adlliniiIi rat ion of each• t'lfare program. lRegull•tions
issued by the D)epartment of Ilealth, Ediication, and (Weltfare state
that t hle'.,al 1) lolivies apll'P to requests fol' iI on.tiitloil from a gov-
e'lili(eiltal :Iatlorithvlh, tlie (vor'Is or law eliforcemeilt otlicials as from
an v (tller outside source.

't'e ('•onllililfe' lill re-enacts the,-e Statt ' itt WIr11.viVsioS hit includes
featuires making it 'lear tlint thIis requirements mlia, lot be lied to ITre-
v'elilt a collie , proet'viting att orle'y. tax aut liriti.N, law enforcetilent
Iftlieial, legislative IItlhV oil' other public olliti l frou•t blitaii iin1ifor-

mat ion in connect ionl w•ith Ihis olliCial hiut its inclling t It'- coleht io• of
sluplpoirt pai'luielii or Iliorset'ti lg 'ramld oii (Ither .riuiit2l or civil
violations.

Separation of Services and Eligibility Determination

A further example 'of legi'at ion tilIirougll regut lat jolt in volves tihe
!wlparatio2t lil tif social services front the Ntelflrt, l lt'ti l)rv(pocess. ()n
\larchl 1, 19 72. t lit' I )epa rt silent of I 1: EWe is.,5uetl a regritlat io01 retjui ring
States to have cot•;illettlv separate adillitiistrativet uiits liatdling the
p)roviisioii of social servic-es ailt lihandIlinig t he tleteertiitatio01 of eligi-
hbilitNv for welfare. 'l'he is.lt ing tif this regitlatioll was justified on the
groI'ilds tihat the Famil\" Assistance Nll illn t it' louse-passed bill
would soon he enactet( w11d it '+,tlth requn ite a separation of the State-
adliin istet'rtI services plrogrilti' froil t(he F'etleieal welfare iylyeit 1ro.

gri'ls. Iidnder tht (C'onlititte' lill States mould not be required to
separate tlit provision of ,,o(inl servicess front the determination of
elifiibilitv for welfare.

Quality of, Work P'erformed by Welfare Personnel

In an effort to try to upgr'tle the quality of work performed by
welfare personnel, the Coimnittee bill directs the Secretary of the
Department of HIealth. Education. andt Welfare to study and report to
the ('ongress by .Inultuiary 1, 1971-1. on ways of enllhancinlg the (IlalitNv of
welfare work. 'Whether bwy fixing standartds of pelrfor'tllnce o01 other-
wise. In making this study, the Secretary couthl draw on th le knowl-
edge and expertise of persons talented iniihe field of welfare adminis-

*0
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tration, including those having direct contact with recipients. lie
should also benefit from suggestions made by recipients themselves as
to how the level of performance in the administration of tile welfare
system might be improved, with a view toward ending the wide varia-
tions in emploN'ee conduct which characterize today's system, and
moderating the'extremes to which some social workers go in performl-
ing their duties.

Offenses by Welfare Employees

Under present Federal law there is no provision particularly di-
recte(d to the question of employee conduct in the administration of the
welfare program. On the other hand, the Internal Revenue Code
(See. 7214) contains a list of offenses the commission of any of which.
by a tax employee, would bring into effect discharge from employment
andi (penalties (of (a) fines not to exceed $10.000, or (b) imprisonment
for not. more than five years. or both. The p)rovision in tile Internal
Revenue Code also authorizes a court to award out of any fines im-
posed an amount, tip to one-half of the fine to be paid to the informer
whose information resulted in the detection of the criminal oftlense.
This law has contributed to the high quality of performance of Inter-
nal Revenue employees and( has been a factor in assuring relatively
uniform stand(airs of conduct.

Under the Committee bill similar rules would apply under the wvel-
fare, laws that ('could relate to an upgrading of the (lua'lity of perfor-'iii
ance by wel fare workers in general a-nd se• e a9 the basis'for standards
of con'lIuct which hopefully might narrow the Wide variations in em-
ployee conduct which exist today.

,pleeificallv. under tile committeeee bill it %Nould be a crime ulunish-
able by a fine of up) to $10,000 or imprisonment of up) to 5 years, or
both, in tile case of n welfare emnl)loyee who is found guilty of"

(1) extortion or willful oppression under color of law: or
(2) knowingly allowing the dlisbilirlement of greater sulms than

are authorized 'by law, or receiving any fee, compensation. or
reward, except as prescribe(], for the -)er ormance of any vdlity: or

(3) failing to perform any of the duties of his office or employ-
ment with intent to defeat the application of any provision of the
welfare statute; or

(4) conspiring or colluding with any other person to defraud
tihe United States or any local, county or State government; or

(5) knowingly making opportunity for" any person to defraud
the United States: or

(6) doing or omitting to do any act with intent to enable any"
other person to defraud tile U'nited States or any local, county
or State government: or

(7) making or signing any fraudulent entry in any book. or
making or signing any application, form or statement, knowing
it to be fraudulent: or

(8) having knowledge or information of the violation of any
provislwof the welfare statute which constitutes fraud against
the welfare system, and failing to report such knowledge or infor-
mation to the appropriate official; or
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(9)( demanding, or accepting. or attempting to collect. directly
or indirectly as lpaiyment or gift. or otherwise, aly sum of money
or other fhing of value for tli(, compromise. adjustment, or settle-
ienit of any charge or complaint for any violation or alleged
violation of la% .except as exp~ressly autliorizedl by law.

In addition to these penalties the elilllo~Vee involve(l shall lbe dis-
mlisseed fromi office or dishelirged from Vml pllOylent.

Limiting HEW Regulatory Authority in Welfare Programs

The Social Security Act permits the Secretary of Health, Education,
and Welfare to "Make and publish such rules and regulations not
inconsistent with this Act, as may be necessary to the eflicient adminis-
tration of the funletionrs" with whichl lie is dmarged under tile Act.
Similar aut horit is provided under each of the N elfare programs.
Part icularl* since ,Januarv, 1g969. regulations hlave 1been issued under
this general antlhority with little basis in law and which sometimes
have, run directly counter to legislative history. Many States have at-
tributed at least a part of the g-ro%%t h of the welfare e caseload in recent
years to these reglulatioln, of the l)epartmenl of II EW.

A nimniber of (Umnmittee decisions deal wit]1 p roblems raised by
specific IIEW regulations. In addhitiol. the Committee agreed to
modify tlie slat iulory langluagve (luot ed above Iby limiting the Secre-
tary's regulatory a'lhorimtv under tlie welfare programss • that lie
mav issue regruil'atioi is onlY, Nvitl] respect to spevific provisions of tie
A\('i and emen in these cases tihe regul lat ions may not lbe inconsistent
wit h these provisions.

Demonstration Projects to Reduce Dependency on Welfare

The Social Security Act currently authorizes appropIriations for
research and demuolist'ration projects in the area of public assistance
and social services. The authority has been used to fund several guar-
anteed mnini mum income experiments and also a large innmler of
projects related to providling social services to welfare recipients. Tie
Committee agreed to place emlphasis on those programs helping per-
sons to become economically indepen(lent by" requiring that one-half
of the funds spent un1lder these two sections he spent on projects Iclot.
ing to the prevention and reduction of dependency on welfare, rather
than welfare exlansion.

2. CHILD WELFARE SERVICES

Grants to States for Child Welfare Services (Including Foster
Care and Adoptions)

The Committee adopted an amendment increasing the annual al-
thorization for Federal grants to t lie States for child welfare services
to $200 million in fiscal year 1973. rising to $270 million in 1977 and
thereafter. For fiscal year 1973, this is $154 million more than the $46
million which has been appropriated every year since 1967. The Com-
mittee anticipates that a substantial part of any increased appropria-
tion under this higher authorization will go towards meeting the costs
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of piovidi,,g foster 'ar, whiehl no%% relpresents tlh largest single' item
of elhild c lfai e eXl)ndlitill re oi tihe county I h il. 'I'll (Colmittce, ilmo -
ever, avoided earmarking amounts specifically for foster 'are so that
wherever possible the State and counIties could use t1w additional funds
to expand preventive child welfare services with the aim of helping
families stay together and t(lus avoiding the need for foster (are. The
additional funds can idlso 1w used for adoption services, including
action to increase adopt ions of hard-to-place children.

National Adoption Information Exchange System

The (C'omm itt c Ijill %ilold althoriz. $1.. million for thw first fiscal
A' ('f1 41111d1 s itl ins as iiiiV Ima t' % I b 'Ct'SI-i% for sUi'cet'tdilg fiscll yea rs for
a FeclenI pl-rogral uIto hel11o') 1 adol( pt i b iomes folr hII ,d- to- place clil-
drell. Tllte alli lldllent oluld a:it1horizt, liew SeIretaIV of llalttl, rv lo-
cat ion, a11 ln We•fare, to -pr''ovide in formlation, lit lizi'/J tig • tll.lters. and
Iuotii (lata proo.eSsilli nietlilods. fl i'iigh a Ilat irel (lolpiill itnfot r
mat111 iol'xlIhaIlnge syvst•,ill. to nssisl ill flit )laceillenlt of cli (i-dre await-
iilg (dO )t 1l1 a In il ihe locatioll (of ch il( r'o I'm. persons who wisli to
adopt c loiltlrei, including ('onqrttalki te efforts %itlh any simnila t ' pro-
gi'ra s op('l'a te(l by or vitlhi n teot.;gl co•'lo•t le,. a tid sltth o ll-itt related
ac•tli'iies as would fi•tr it e o' ' facility ate d0)tioll."

3. SOCIAL SERVICES

Federal Matching for Social Services

The Comimlitf• e alsi approved aui a ne(iineint clami fying, the( typo)s of
social ser'vices fo 'i whi(li 14eledral finding inay be provided and bring-
mg suc]h fttnd initg wi'ilii tithe IliInitalt ions of lhe ap)prpro'iations prOcess.
U nider c•ll'relit aiw, vach State (lefdt' ill(ns wl]at kinds and anwlolt's of
social st'''i('es it will Ip'ovid(' to el ,are recipients (an1i o]Il '' lohm-
income pwe'sons w'ho ar, classified as potential recipientss. Whatever
S('rvi'ices tit' State l)proidhes ar t' elit'td (oi a 75 l)perent(1i federal . 2.5
percent non-Federal basis.

Beeause this matching is completely openl-'ilded and not subject
to tlhe ordi ar', limitations of it' tl)l)aropriation process. Federal costs
for social services have soared in the l)pst few \'ear's friom S351 million
in 19169 to $(192 million in 1971, aitd to ali estiinalted $1,363 millioit ill
1972.).

The Committee amenduiient wuoltld specifically list the services for
wvhii.h I'edr(,a Imatclhi ngt tilav be itrovid(,d. For families, the serviceswould l)C:

(a) services to unmarried women i'Who are pregnant or already
have child ien, for the purpose of arranging for prenatal and post-
natal c'are of the mother aind chil•h. developing ap)plrop)riate living
al''angemerts for the child, assisting the mother to complete
school through the secondary level or secure training so that sho
may become self-sufficient:

(b) protect .ie sel'V'ices fot' 'ihillren wiho are (or are in danger
of btiilI, abu'd. neglected. or exploited:

(c) hont•enaker services %%lhen the usual homemaker becomes
ill or iucal)acitit(,ld or is otherwise itnal)ie. to care for the children
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in dth fitmily. find services to educate appropriate family members
abolit liolhse.iol(I a •1(I'hatved finaeiall Ifiini iizteiiemtt and matters
I)ertaitiing to 0onsume'r protection:

(d) nutritionll services :
(e) services to assist the needy families with children iii dealing

%%ith It j)l)IptiiS of loe'1ilig stiltr le hotisi g a1rl'illgemlentS allnd
other mroblemis of iladeq(atve lhousinig. and to edlvate t hem in

rati('ces of lhome management find mIai itentliaee:
( f) einenreiY svriviees made :availabli it connection with a

C'risiS of Iirwent needl of the fitl' ly. Fires. floods. aeidenlts. deser-
tions and illesses e(all I1e disalsters to people whieli I iii lead
to iiist it it i•oializ:•t iou al(d deplendeleey 1i1less immediate response
call be lwoiiglit to lbeat. oi the prolhletl'

(g) services to assist a pjroJ riatv f'aiiily uieIIlei•.'S to e(lrgteg
il traiiiii ,or sOecin m1. retail (•'111loymenl' and

(Ii) il fornmt ionall and 1 referral services for intlividuals it need
of Se'iv ices front oheri agencies (sutch as t le health. edleI1tin1. or
v'ocationa•l nehlfalit 'ttion migeic', or l iVite social agegiies) and
follow-ulp acti'itivs to icsti•,e tlhai individuals referred to arld
eligilgle foi' a va itInbl. services from s811h •) •r le n ageiies received
such services.

For t|e age(l. blind. and disabled. the Fei'ices would include
(a) protect e servicees fori i 'dividlials Mm are (or are iln danger of

being adtIsed, neglected. or exploited. stieli its inst it lit ional s 5erviceS for
lhose Ite(I o (qysi•'lly o ienta lI1ly disabledl Xi %1 are un11able to main-
tain their Own plae of r•esideiee(:

(b) lhomenmalkel ervies, in'ludinig education ill household and re-
lated fina i iai l iallnl agenlmllt anni miatter's of ('OniSuimiier pIrotection, and
seiVices to assist geupd, blind, or disabled tdilts to remain ll o0 retuirii
to their ()A% n homes or other residential1 sit untioa s and( to avoid instItil-
tiona•1iza tiou or to assist ill ma kingt appropriate living a rr:iitgeiiieitts
at tlie lo\% ('st cost ill light of the care •iiededl:

(c) nutrition services. inlclding the prov'isio•. :t approplriate case,
of aitequtate I ecals. antdl education i matters of nutritiotn io nd the prep-
aratioit of foods:

(d) services to assist idliviidtals to deal "ith problems of localting
suitable housing r arran gements and other problems of inadequate hotIs-
ing, and to edlicate theni in l ractives of ýiomi' maintenance and man-
age|inent

(e) enlierge(ney services made available in connection With a Crisis or
urgent need of an individual

(f) sent ices to ttssist i1(li'vid(llaIs to eimgage il t r1aiiil g ou SectIrilig or
retaining em plovment- and

(g) informational aiid referral sent ices for individuals in need of
services from other agencies (stich as the health, education, or voca-
tional rehabilitation agency. or private social aygelCi(,s) and follow-tip
activities to assure that, iniividuals referred to and eligible for avail -
able Services front such other agencies rreeit el st(h services.

Under the Committee amedmiVIlient. Federal matching for social
services beginning .Jantuary 1973 would Ibe the same as Federal match-
big for MAedicaid (which ranges f'rom 150 percent to 83 percent, depend-
ing o01 State per cat)ita incoi•le). with two differences: (1) Federal
matching would not exceed 7.5 percent. and (2) for the 12 months of

79-184 0-. 72 - 7
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calendar year 1973. the Federal matching percent would not be below
65 percent even if the Medicaid matching rale is below 65 percent.
Child care and family planning services would continue to be matched
on an open-ended basis. and child welfare services would continue to
be a separate Federal grant program ; with these exceptions. Federal
funds for all other social services in both the adult and AkFD cate-
gories (excluding child care. family planning, anid child welfare
services) would be limited to not more than $1 billion annually be-
ginning in fiscal year 1973. The Federal funds appropriated for social
services would be allocated among the States on the basis of the total
State population. Any funds which are allotted but not used by one
State may be reallotted among the other States.

Family Planning Services

The Committee approved payment by the Federal Government of
100 percent of the cost of Family Planning Services as compared with
75 percent under present law.

Eliminate Statutory Requirement of Individual Program of
Services for Each Family

Present law requires States to develop) an individual program of
services for each family receiving AFDC. This has proven to l)e an
unnecessary ad(nilinstra'tive burden. The. Committee agreed to delete
this statutory requirement.

Supportive Services for Participants in the WIN Program

Until the Government Employment Program begins on January 1,
174, the( Committee bill %ý ol(1 continue 9() 1 percentt. Federal matching
for sipl)ortive Services other than family p Ilainnlg services to enable
AFJ)C recipients to l)articipate in the Work Incentive Program.

4. OTHER PROVISIONS

Evaluation of Programs Under the Social Security Act

The Committee bill assigns to the General Accounting Office the
basic role of evaluating programs under the Social Security Act. In
addition, the amendment would not permit any Federal agency to
enter into a contract to evaluate any program under the Social Se-
curity Act (if an expenditure of more than $25,000 is involved) unless
the Comptroller General approves the study in advance. His approval
would be conditioned on his determination flhat:

(a) The conduct of such study or evaluation of such program
is justified;

(b) The department or agency cannot effectively conduct the
study or evaluation through utilization of regular full-time em-
ployees; and

(c) The study or evaluation will not be duplicative of any study
or evaluation which is being conducted. or will be conducted witlh-
in the next twelve months, by the General Accounting Office.
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Use of Federal Funds to Undermine Federal Programs

Another amendment approved by the Committee would prohibit
tile ulse of Federal funds to j)aN. directly 01r indirectly, the comnpensa-
tion o1 expenses of any individual who in any wa, participates in
action relating to litigation which is designed to nullify Congressional
statumites or policy under the Social Security Act. This g~rohiltion May,
however, be waived hby the Attorney Goneral 60 days after he has
provided the Committee on Finance and the Committee on Ways and
M1easwith notice of his intent to waive thie l)rohihition. 'TIhis will allow
the Committees time to take legislative action if al)p)ropriate. This
amendment is similar to one approved by the Committee in 1970 as
part of the Social Security-Welfare hill of that yel'-i-a bill which was
not finally enacted.

Appointment and Confirmation of Administrator of Social and
Rehabilitation Services

The Social and Wehabilitation Sepiwce was established in 1967 by a
reorganization within the lI)epartment of Health, Education. and Wel-
fare. Its responsibilities at present are broad. encompassing the fed-
erally aided h elfaire .)irograamIs.. medicaid, and programs in the areas
of vocational relhabilit)at ion. aging, and juvenile (Ielinquency. The sums
involved are huge: the bulk of the $14-billion 1972 budget for the
agency is si)ent on the public assistance and medicaid programs. The
Committee agreed to upgrade the stature of the Administrator of the
Social and Rehabilitation Service by having the, President select him
and by having himn confi rmned i)y t'he Senate as his colleagues with
equivalent positions in the Department (the Commissioner of Social
Security, the Commissioner of Education, and the Surgeon General)
now enjoy.



CHILD CARE

At tile present ti'ne. the lack of availability of adequate child care
today represents l)rhllals tile greatest single ol)stacle inl tihe eliorts of
pool: families. especially t hose hwaded by a mother. to work their way
out. of jovertly. It also i(Jreresents a h'lii(draiie to Ilhose mothers inl
families above tile poverty lin wh1o wish to seek emlplovmeilt for their
own sel f-fillfilliment or for tie illprovenient of their faInily's economic,
status.

Twe committee e on l,'ina tie iluls long been involved in issues relating
to child (ar e('Ii. illv eolllitite has t been dealilq i withi chlild( c(areC aS a seg-
ment of thlie child welfaree pro)graln under the Scvial Security Act since
the original enacmllent of the legislation in 1935. ( )'er the years, an-
tholizations for clih Id el fare funds % crc increased in legislation acted
on by the comlilit tee.

.s l)part of its .ont inning ollvceilr for the welfare of families with
dhil-dren who are ill nleed. and in order ito provide for thle expansion
of child care required to ellae the new emuploy'ment l)rogram to meet
its goal of making lpesenit A ID C)(' recipients indlependenl t he Commit-
e. is proposingg i eww alloaaihll to tilhe roblen of expanding the

slu))ly of child care ser'icvs al(l improving liw quality of these serv-
ices. 'I'lle Colnniittee bill t ]us establishles within thle new Work Admini-
stirat iou a Bureau of ('liild (Ca e with thle eventual goal of making llchild
care services availalfe throughout the Nation to the extent they are
needed, but are hot Supplied uInlder other pliogra lls.

Bureau of Child Care

The Bureau of Child ('are would lhave as its first priority mak-
ing available vhild care services to participants ill the employment
program. Next in order of priority 01ould he the provisions of child
care to low-income working mothers and to other mothers desiring
child care services.

Where child development services are availal)le under any other
legislation approved l)y the Congress, the Bureau would attempt to
place children in those services.

To tile maximum extent possible. thie Bureau woulild attempt to uti-
lize mothers participating int lie emp)loyment program ill providing
child care services.

Initially, the Bureau would train persons to provide family (lay care
and would contract with existing public, private noil-profit, and pro-
prietary facilities to serve as child cvare providers. To expand services,
the Bureau would also give technical assistance and advice to organiza-
tions interested in establishing facilities under contract with the Bui-
reau. In addition, the Bureau could provide child care services in its
own facilities.

Federal child care standards aret specified in the amendment to as-
sure tiat a(ldequate space. stall' andl health requirements are, met. In
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addition, facilities used by the Bureau will have to meet the Life
Safety Code of the National Fire Protection Association. Any facility
in which child care is provided by the Bureau, either directly or by
contract, will have to meet the Fe(leial standards. but will'not be
subject to any licensing or other requirements imposed by States or
localities. Tis provision will make it possible for many groups and
organizations to estal)lish child care facilities under contract with the
Bu'reaui where they cannot now (1o so because of overly rigid State
and local requi rei'ents.

Subsidization of child care for low-income working mothers will
depend on the availability of apl)rop)riations. Mothers able to pay will
be charged the full cost of services.

In addition to appropriations to subsidize child care costs for low-
income working inotlhers. fees % ould be charged for services provided
or arranged for by the Bureau. They would he set at a level which
would cover thw unsubsidized 1osts o;f arranging for child care. The
fees would go into the revolving fund to l)rov'ide capital for further
expansion of services.

The child care amendment also includes provision to authorize the
Bureau to issue bonds for construction if. after the first two years of
operation. the Bureau feels that additional finids for cal)ital comi-
struction of child care facilities are needed. 1p to $50 million in bonds
could be issued eacl '3 ear. withl all overall finit of $250 mlli ion on
bonds outstanding.

Authorization

The Committee agreed to authorize $SOO million in fiscal year 1973
(and such sums as the Congress might al)l)ropriate thereafter) to ar-
range for and to pay for part or all of the cost of child care for the
children of particil)ants in the employment progranli and to other low
inomne working mothHers. (T'lie Tlouse bill 1ould lprovi(ie $75()n million
for sulbstantially the same l)purposes.)

Grants to States for Establishment of Model Day Care

'[hie committee exl)ects that much of the child care offered by the
lBureau of C(hild ('are will be similar to that provided byl mothers in
their owni homte. since experiellce, has shown that lmost ,working mothers
we fer fain ily dayv care because of its convenience and its in formality.

However, the Committee has also provided a 3-.'ear program of grants
to States to permit them to (le ehlol) model child care. Al)l)ropriatiois
would be authorized to permit each State in fiscal years 1973, 1974 and
1975 to receive a grant of ul) to $400.000 per year to pay all or part of
the cost of model care, whether through .tile establishment of one child
care center or a child care system. Special emphasis would be placed
on utilizing the model child care for training persons in the field of
child care.



AID TO FAMILIES WITH DEPENDENT CHILDREN

Persons Eligible for Aid to Families With Dependent Children

The Committee bill, when the Guaranteed Employment program
goes into effect on January 1, 1974, will require that States:

1. Make eligible for AFDC only the following classes of
families:

a. Family headed by mother with child under age 6;
b. Family headed by incapacitated father where mother is

not in the home or is caring for father;
c. Family headed by mother who is ill, incapacitated, or of

advanced age;
d. Families headed by mother too remote from an employ-

ment program to be able to participate; , I
e. Family headed by mother attending school fulltime

even if there is no child under 6; and
f. Child living with neither parent, together with his care-

taker relative(s), providing.his mother is not also receiving
welfare; and

2. Do not reduce payment levels to AFDC recipients below
$1,600 for a two-member family, $2,000 for a three-member family
and $2,400 for a family of four or more; or, if payment levels are
already below these amounts, they could not be reduced at all.

This requirement is not intended to act as a limitation on the right
of a State to make other persons eligible at its own expense for bene-
fits under its AFDC program. Indeed,- in'many States with benefit
levels higher than those provided under the guaranteed employment
program, AFDC-type families participating in- the work, program
would receive supplemental pa-ymints under the State program suffi-
cient to biing their incomes up to the payment standards generally ap-
plicable in the State. Specifically, the families not required'to be cov-
ered by the State program (although it can be anticipated that many
States will continue to supplement them) are families headed by' an
able-bodied male andfamilies headed by an able-bodied female if'all
her children have reached age six.

Definition of "Incapacity" Under Aid to Families with Dependent
Children

Under present law theFederal Government 'will match payinents
to families where the father is incapacitated. The definitions of "in-
capacitated" is left up to the States. Under the Committee bill the
term "incapacitated" would be defined as "inability to engage in any
substantial gainful activity by reason of any medically determinable
physical or mental impairment." This is the same'definition as is used
in determining disability under the social security disability insurance
program, except that the definition suggested would also'apply to
1 (93)
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short term, temporary disability while social security benefits are
available only to persons whose disability will last at least 12 months.

Ineligibility of Unborn Children

Regulations of the Department of Health, Education, and Welfare
permit Aid to Families with Dependent Children payments for a
child who has not yet been born. The Committee bill would make un-
born children ineligible for AFDC.

Children Living in a Relative's Home

Under the present law an AFDC mother with more than one
child can enable a relative to become eligible for welfare by lend-
ing the relative one of her children. The Committee bill would per-
mit a State to deny welfare aid to the relative in such situation.

Cooperation of Mother in Identifying the Father and Seeking
Support Payments

The Committee bill would require, as a condition of eligibility, that
a mother cooperate in efforts to establish the paternity of a child born
out of wedlock, cooperate in seeking support payments from the
father, and assign the right to collect support payments on her behalf
to the Government.

The provisions related to child support and establishing paternity
are described in greater detail under the heading "Child Support."

Families Where There is a Continuing Parent-Child Relationship

The Committee has approved a provision which would clarify con-
gressional intent with respect to the meaning of the term "parent"
under the AFDC program. In most cases, AFDC families are eligible
on the basis that the children in the family have been deprived of*
parental support by reason of the continued absence from the home of
a parent. In 1968, the Supreme Court ruled that a State could not
consider a child ineligible for AFDC when there is a substitute father
with no legal obligation to support the child. This court decision was
based on an interpretation that Congress did not intend that such a
person would come within the meaning of the term "parent." The
Committee bill would authorize States to determine whether a man
is a "parent" on the basis of a total evaluation of his relationship with
the child and not solely on the question f his obligation to support.
The determination would have to consider the following indications
of the existence of a parental relationship:

1. The individual and the child are frequently seen together in
public;

2. The individual is the parent of a half-brother or hqlf-sister of
the child;

3. The individual exercises parental control over the child;
4. The individual makes substantial gifts to the, child or to mem-

bers of his family;
5. The individual claims the child as a dependent for income tax

purposes;
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6. The individual arranges for the care of the child when his mother
is ill or absent from the home;

7. The individual assumes responsibility for the child when there
occurs in the child's life a crisis such as illness or detention by public
authorities;

8. The individual is listed as the parent or guardian of the child
in school records which are designed to indicate the identity of the
parents or guardians of children;

9. The individual makes frequent visits to the place of residence of
the child; and

10. The individual gives or uses as his address the address of such
place of residence in dealing with his employer, his creditors, postal
authorities, other public authorities, or others with whom he may have
dealings, relationships, or obligations.

The relationship between an adult individual and a child would be
determined to exist in any case only after an evaluation of the factors
as well as any evidence which may refute any inference supported by
evidence related to such factors. Under the Committee bill any natural
parent or step-parent would meet these criteria.

Under the Committee bill, the use of this provision would be
optional with the States. If a State affirmatively exercised its op-
tion, however, it would have to comply with this method in determin-
ing the child-father relationship.

Income Disregard

Under present law States are required, in determining need for Aid
to Families with Dependent Children, to disregard the first $30 earned
monthly by an adult plus one-third of additional earnings. Costs re-
lated to work (such as transportation costs) are also deducted from
earnings in calculating the amount of the welfare benefit.

Two problems have been raised concerning the earned income dis-
regard under present law. First, Federal law neither defines nor limits
what may be considered a work-related expense, and this has led to
great variation among States and to some cases of abuse. Secondly,
some, States have complained that the lack of an upper limit on the
earned income disregard has the effect of keeping people on welfare
even after they are working full time at wages well above the poverty
line.

Until the Committee's new employment program becomes effective
in January, 1974, the earnings disregard formula would be modified by
allowing only day care as a separate deductible work expense (with
reasonable limitations on the amount allowable for day care expenses).
States would be required to disregard the first $60 earned monthly by
an individual working full time ($30 for an individual working part
time) plus one-third of the next $300 earned plus one-fifth of amounts
earned above this. This differential between full time and part time
employment is designed to encourage those who are able to move into
full time jobs. I 1 4 1 1

Once the employment program under the Committee bill becomes
effective, however, these earned income exemptions under the residual
welfare program would be replaced by a flat monthly exemption of
$20, applicable to all kinds of income (with a separate $20 disregard
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applicable to child support payments). It would be expected that
mothers interested in working would receive their work incentives
through participating in the employment program rather than by re-
maining on welfare.

In order to prevent the State welfare program from undermining the
objectives of the Federal employment program, the States would have
to assume for purposes of supplemental payments provided under
AFDC or any welfare program that individuals, who are eligible to
participate in the employment program (but no longer eligible to re-
ceive their basic income from AFDC), are actually participating full
time in the employment program and thus receiving $200 per month.
A similar rule would apply to mothers with children under age 6 who
volunteer..I

Futhermore, the State would be required to disregard any earnings
between $200 a month-and $375 a month (the amount an employee
would earn working 40 hours a week at $2.00 per hour) to ensure that
the incentive system of' the workfare program is preserved. These
earnings disregards would be a flat requiirement; States would not be
required to take into account work expenses. The effect of this require-
ment would be to give a participant in the work pfog'ram a strong in-
centive to work full time. sincee ear-inigs of $200 will be attributed to
him in any case), and it would not interfere with the strong incentives
he would have to seek regular employment rather than working for
the Government at $1.50 per hour.

The table below shows how wages under the employment program
would be treated for State welfare purposes:

Hours worked per week.------- ..-------------None 20 32 40
Hourly wage--------------------------$1.50 $1.50 $2.00
Approximate actual monthly income 0 $130 $200 '$375
Income deemed available for State welfare

purposes ------------------------ $200 $200 $200 $200

Assistance Levels

Under existing law, each State decides the level 'f assistance' it
will provide for AFDC-families. The Committee bill)generally re-
affilrm• the right~of the State to make this'determihiation. In moving

_j-toI~block grant approach, which involves substantial fiscal relief,
however, the Committee feels it is appropriate to require that States
could not reduce payments levels to AI.DC recipients' below, $1,600
for a two-member, family, $2,000 .forI a~three-member2-fainily, and
$2,400 for a family of four or more; or, if payment levels are already
below, these amounts, theycui14 not'be• reduced at ,ll. q. I',

Right to Apply ýFor Aid to Receive it With Reasonable Promptness

Tlne'nresenntlaw reqniresmthait: 'i.', i, .
All 'dividialis wishing to'i Aike application for Aid to Families

.. with-eDienidet Children" sfrall have opportunity to do'& , and

$I.' - *",
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that Aid to Families with Dependent Children shall be furnished
with reasonable promptness to all eligible individuals.

The Committee bill would reiterate this provision, but would make
clear the requirement that aid be furnished "with reasonable prompt-
ness" could not be so construed as to interfere with other requirements
of 'the law such as seeking a mother's cooperation in, establishing
paternity and seeking support payments, or verifying information on
income, resources and other eligibility factors.

Community Work and Training Programs

Prior to the enactment of the Work Incentive Program as part of
the 1967 Social Security Amendments, the Federal statute permitted
Federal matching of AFDC payments made to recipients participating
in a community work training program. Since the enactment of the
Work Incentive Program, however, the Department of Health, Edu-
cation, and Welfare has taken the position that the Federal Govern-
ment will not share in AFDC payments to recipients who are required
by State: law to participate in an employment program-unlessthe
program is part of the Work Incentive Program. The Committee bill
provides that duiing'the period. between 'enactme'n*t of the House bill
and the effective 'date of the new Federal employment prograiiTi,'the
cdn~iiiinity work training provisions in the law prior t6 the 1967
amendments would be applied so that States wishing to have suich
programs in the interim could do so.

Protective Payments for Children

.The Committee bill requires States under the. AFDC program
to take certain actions to assure that welfare payments are being
used in the best interests of children. Existing law, provides that when
the welfare agency has reason to believe that theAFDC payinients are
not used in the best interests'of the child, it "may" provide couiseling
and guidance services so that the mother will use the payments in the
best interests of the child. This failing, the agency "may" resort to
protective payments to a third party who will use the funds for the
best interest of the child:.The Committee bill makes these procedures
mandatory in such cases.

Emergency Assistance-Migraht Workers'

Under existing law, emergency assistance'may, at'the option 'of the
States, be provided to needy families in' crisis situations, andmit'nay
be provided either statewide or in part of the State. Emergency assist-
ance programs have been adopted ini about half of the States, and they
reeive 50' percent" Federal matching. Under the lawassitance nmay
be furnished;for' a peribd'not in excess of 30 days in'any'12-moxith
period in cases in which a child is without available resources anq t.•
paymaents,-e re,'or'serviees involved are necessary to avoid desttuton
of the child or to provide living arrangements for the child. The Com-
mittee bill. (1). requires that all States have a', progr•m•o 'f ergeney
asistaniicet to.igraini i amllles wi•cn ren?;, ( ) Irequires that the
pro.iram 1 e statewide iniapplication; and (3) proviides l75"percent
Federal matching for emergency assistance to migrant families.

1 1
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Making Establishment of Advisory Committee Optional

Regulations issued by thb.- Department,'of Health, Education, and
Welfare in 1969 require States to establish a welfare advisory com-
mittee for AFDC and child welfare programs "at the State level and
at local levels where the programs are'locally administered," with the
cost of the advisory committees and'their staffs borne by the States
(with Federal matching) as part of, the cost of administering the wel-
fare programs. The Committee bill makes the establishment of such
committees optional with the Stateý.//

Administrative Costs

The Committee agreed that the Federal Govermnent would continue
to pay 50 percent of the cost of administration of the AFDC program
including administrative costs related to the provision of Social
Services.

Federal Financial Participation in Welfare Payments

The Committee bill would make a'major change in the basic method
of Federal funding for AFDC by providing a block Federal grant
with substantially more Federal funds than are now provided under
present law. This approach is described in detail under the heading
"Fiscal Relief for States."
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• TABLE 10.-RECIPIENTS OF AID TO FAMILIES WITH DEPEND-
ENT CHILDREN, DECEMBER OF SELECTED YEARS

Number of Percent increase
Year recipients since 1960

1940.
1945.
1950.

1955.
1960.
1961.

1962.
1963.
1964.

1965.
1966.
1967

1968.
1969.
1970.

1971....................
19721 .......................
1973:1

Current law ...................
Committee bill .......

91974:1
Current law ..... .............
Committee bill: persons eligi-

ble to receive basic income
from AFDC ..............

1,222,000
943,000

2,233,000

2,192,000
3,073,000
3,566,000

3,789,000
3,990,000
4,219,000

4,396,000
4,666,000
5,309,000

61086,000
7,313,000
9,659,000

10,651,000
12,573,000

13,800,000
2 13,800,000

14,900,000

38,940,0O0

'Estimated.
2 Some reduction of caseload may be anticipated because of committee amend-

ments related to eligibility rules and administration; the extent of the reduction
will largely depend upon State action.

3 Reflects estimate that about 40 percent of current caseload will no longer be
eligible to get basic income from AFDC.
Source: Department of Health, Education, and Welfare. -

+16

-+24
+28
+38

+44
+52
+73

+98
+138
+215

+247
-.+311

+349
+349

+385.

+191
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Statistical Material

TABLE 11.--AID TO FAMILIES WITH DEPENDENT CHILDREN:
INCOME ELIGIBILITY LEVEL FOR PAYMENTS AND LARGEST
AMOUNT PAID TO FAMILY OF 4, BY STATE, DECEMBER 1971

Income
eligibility

level for
payments

Alabama .............
Alaska.. .......
Arizona ..........
Arkansas .............
California ........

Colorado...........
Connecticut.../•.o....
Delaware ..... .......
District of Columbia.
Florida ...............

Georgia....
Hawaii .......
Idaho.....
Illinois.......
Indiana...

$81
400
266
210
314

235
335
287
245
223

158
268
241
273
355

243
290
193
104
349

311
283
293
309
277

338
225
275
176
314

324
203
313
172
300

Iowa.... ; .....
Kansas.......
Kentucky......
Louisiana .........
M aine ............

Maryland......
Massachusetts..
Michigan......
Minnesota .......
Mississippi .......

M issouri ....................
Montana .................
Nebraska ...................
Nevada ...................
New Hampshire .............

New Jersey ......
New Mexico .....
New York ........
North Carolina..
North Dakota....

Largest
amount
paid for

basic needs

$81'
300
173

'106
261

235.
'335
158
245
134

149
268
241
273
.175

243
226
193
104
168

200
283
293
309
60

130
206
226
176
314

324
179
313
172
300

'I

'-p

oe. e . o.. . . e

.. . e.o. .. . ..

.. eoeeeo e eeee a

ee.e.e.e.e. . . .e

.. e. ee.e. . e. . .

0e.eee. 6 0 . . 0

0 eoooo0 . 9 .e.e0

. . . . . . .. .
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TABLE 11.-AID TO FAMILIES WITH DEPENDENT CHILDREN:
INCOME ELIGIBILITY LEVEL FOR PAYMENTS AND LARGEST
AMOUNT PAID TO FAMILY OF 4, BY STATE, DECEMBER
1971---Continued

Income Largest
eligibility amount

level for paid for
payments basic needs

Ohio .............. $258 $200
Oklahoma ............................. 189 189
Oregon ................................ 224 224'
Pennsylvania .......................... 301 301
Rhode Island .......................... 255 255

South Carolina ....................... 198 103
South Dakota .......................... 270 270
Tennessee,............................ 217 129'
Texas....... .................... 148 148
Utah ................................... 224 224

Vermont ............................... 319 319
Virginia ................................ 261 261
Washington ........................... 282 270
West Virginia .......................... 138 138
W isconsin ............................. 217 217
Wyoming .............................. 260 227

Source: Department of Health, Education, and Welfare.



CHILD SUPPORT

The Committee has long been aware of the impact of deserting
fathers on the rapid and uncontrolled growth of families on AFDC.
As early as 1950, the Congress provided for the prompt notice to law
enforcement officials of the furnishing of AFDC with respect to a
child that had been deserted or abandoned. In 1967, the Committee in-
stituted what it believed would be an effective program of enforcement
of child support and determination of paternity. Due to a total lack
of leadership by the Depaxrt:lient of HEW, most States have not im-
lemented these provisions in a meaningful way. The Committee be-

lieves, therefore, that a new legislative thrust is required in this area
which will create a mechanism to obtain compliance with the law.
The major elements of this proposal have been adapted from those
States who have been the most successful in establishing effective
programs of child support and determination of paternity. Some of
the modes of assistance which are created by the Committee plan will
be available to deserted families generally, regardless of welfare
status. It is hoped that making these provisions available to all de-
serted families will prevent further expansion of the welfare rolls.

Present law requires that the State welfare agency establish a sep-
arate, identified unit whose purpose is to undertake to determine the
paternity of each child receiving welfare who was born out of wed-
lock and to secure support for him; if the child has been deserted
or abandoned by his parent, the welfare agency is required to secure
support for him from the deserting parent, utilizing any reciprocal
arrangements adopted with other States to obtain or *enforce
court orders for support. The State welfare agency is further required
to enter into cooperative arrangements with the courts and with law
enforcement officials to carry out this program. Access is authorized
to both Social Security and (if there is a court order) to Internal
Revenue Service records in locating deserting parents. The effective-
ness of the provisions of present law have varied widely among the
States.

Assignment of Right to Collection of Support Payments

In some instances, mothers may have personal reasons for fearing to
cooperate in identifying and securing support payments from the
father of the child. To protect the mother, and also to allow for a more
systematic approach for the collection of support payments, the Com-
mittee approved an amendment requiring a mother, as a condition of
eligibility for welfare, to assign her right to support payments to the
Government and to require her cooperation in indentifying and locat-
ing the father and in obtaining any money or property due the family
or Government. The assignment of family support rights would be
to the Federal Government, and the Department of Justice would

(103)
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be authorized to delegate these rights to those States which have
effective programs of determining paternity and obtaining child sup-
port. The Attorney General would also be authorized to delegate such
collection rights to counties that have effective programs, but only if
the State as a whole did not.

If the Attorney General found that a State did not have an effec-
tive program, the collection rights would remain with the Federal
Government and would be enforced by Federal attorneys in either
State or. Federal Courts. OEO lawyers would be made available to as-
sist Justice Department attorneys in carrying out their responsibility.
In this situation the Federal Government would retain the full amount
not payable to the family. ._, 4..... .

The House bill provided that the Federal share for State expenses
for establishing paternity and securing support should be increased
from 50 to 75 percent. The Committee adopted this provision, but
with' a proviso that there be no Federal participation',in such State
progrmns hich do not meet the Attorney General's standards of
effectiveness.,

'Locating a Deserting Parent; Access to Information

Under the Committee bill, the State or local Government would pro-
ceed to locate the absent parent, using any information available to it,
such as the records of the Internal Revenue Service and the Social Se-
curity Administration. The Committee bill extends access to these Fed-
eral records to any parent seeking support from a deserting spouse
regardless of whether the family was on welfare. Non-welfare families
desiring to use this means of finding the absent parent would make the
necessary application at local wel-fare offices. The Federal Govern-
ment would have to be reimbursed for. the cost of these services by the
welfare agency or, the individual if a welfare case was not involved.

As*a further aid in location efforts, welfare information now with-
held from public 'officials, under regulations concerning confidential-
ity, would be made available by the Committee bill; this information.
would also be available for other official purposes. ,

Incentives for. States and Localities toCollect Sujpgqrt Payments

under piresent law, when a State or locality collects support' pay-
ments ow, ed by a father, the Federal Government is reimbursed for its
share ofthe cost of welfare paymentslto the family of the, fathei$;'the
Federal-sIisnre c'rrently ranges between" 50 percent and 83 percent, de-
pending ,i, St ht4,'p er capita income. In 'aState'with 50 P'erceit;'Federil
matching, fo•r example, the"Federial Go"verniient' is reimburied '$50or~, ach,$100 collected, while in a ,State with 75. percent" Federal
.matching the Federal' Goieinrnmen't* is reimbuiedl $75jor,.e'ci $100
collected. '. w tpt-pr

Consistent with the Comn t, i ' k grant approach for AFDC,
and as an incentive for tle'de'velopment of' effective State and local
programs, the, Committee bill provides that theentire, amount of wel-
-fare payments from support collections would remain with the State.

, 0 ,
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If, however, the actual collection and determination of paternity
mechanism is carried out by local authority, the State would pay 26,.
percent of the governmental share of the support collections to such
authority. "

In the situation where the location of runaway parents and the
enforcement of support orders is carried out by a State other than
that in which the deserted family resides, the State orlocal authority
which actually, carries out, the location and. enforcement. functions
will 6e paid the 25 percent bonus. '.

The Committee bill provides, that the Federal Governknent Would
have to be reimbursed for any Federal costs-incurred-by the Statei
and localities in their collection and determination of 'paternity

Voluntary Approach Stressed

Once located, the parent would be requested to entervoluntarily into
an arrangement for making regular support payments.lPrimaryre-
liance would be placed on such voluntary agreements as the moot effee-
tive and efficient means of collecting support, avoiding the need for
couit action and formal collection procedures.oThe record of~the State- ---
of Washington in collecting support payments voluntarily was high-
lighted in a recent study by the General Accounting Office as a key
element in' their highly successful support collection -program; 'hope-
fully,th6 experience of Washington State can serve as-a modellor
allSttes.

Civil'Action To Obtain Support Payments-Residual Monietary
Obligation ', , ,,,.

In the event that the voluntary approach is not successful, the Comr-
mittee's bill provides for strong legal remedies. The States, as agents
of the Federal -Government, in enforcing the support rights assigned
to them by welfare applicants would'-have available'to them, all th6
enforcement anid collection mechanisms available to the Fediral'Gov•
ernment, including the use of the Internal Revenue Service to garnish
the wages of the absent parent. As stated previously, if these mecha-
nisms 4ire'utilized the Federal Government would have to be reimbursed
on a cost basis. Support monies received would be distributed accord-
ing to the-formula described '•nder "Iiecontives for States." - "" "'I
I The 'w'elfari payieit would serve as the basiradf a contiAuing nfofine-
tiry, obligation of the de'rting ' parefit to the" United States.-The
obligation would be: the6 lesser of the'e Ifare`ssistan. paid to 4he

faiIly or 50 rpecentof the desei-ting spouse's income bit' not le 'thanl$50a m onth. t" ,,,, fit , , ; , ,, , .r :"fit 't ,sf,;,,Q

A'wvaiver of all or part of the Federal obligationi'rhight be'allo*Md
pon a sho*ifhg 6f good ca-us: ''" "'i .',. . ,' - :I

I %

The Committee bill hais provided for Federal criminal penalties for
ai absentpar'ent• who has-not fulfilled his obligation to support his
family and the family receives welfare payments in which the Federal
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Government participates. His obligation to support would be deter-
mined by applying State civil and/or criminal law. The sanctions for
failure to support could include a penalty of 50 percent of the amount
owed or a fine of up to $1,000 or imprisonment for up to 1 year or a
combination of these.

Determining Paternity

Tihe Committee believes that an AFDC child has a right to have its
paternity ascertained in a fair and efficient manner. Although this may
in some cases conflict with the mother's short-term interests, the Com-
mittee feels that the child's right to support, inheritance, and his right
to know who his father is deserves the higher-social priority. In 1967,
Congress enacted legislation requiring the States to establish programs
to establish the paternity of AFDC children born out of wedlock so
that support could be sought. The effectiveness of this provision was
greatly curtailed both by the failure of the Department of Health,
Education, and Welfare to exercise any leadership role and also by
Court interpretations of Federal law in decisions which prevented
State welfare agencies from requiring that a mother cooperate in
identifying the father of a child born out of wedlock.

1. Cooperation of Mother

As noted earlier, the Committee has made cooperation in identifying
the absent parent a condition for AFDC eligibility. As a further in-
centive for cooperation, the first $20 a month in support collections
would be paid to the family and disregarded for purposes of determin-
ing the amounts of welfare payments to the family. Thus, the family
would always be better off if support payments were made by the
absent parent.

2. Blood Grouping Laboratories

The Committee has also taken additional steps to provide'for a more
effective system of determining paternity.

First, a father not married to the mother of his child would be re-
quired to sign an affidavit of paternity if he agreed to make support
payments voluntarily in order to avoid court action. Most States do
not permit initiation of paternity actions more than two or three
years after the child's birth; the affidavit would serve as legal evi-
dence of paternity in the event that court action for support should
later become necessary.

Second, there is evidence that blood typing techni•]ues hive devel-
oped to such an extent that they may be used to establish evidence of
paternity at a level of probability acceptable for legal determinations.

Moreover, if blood grouping is conducted expertly, the possibility
of error can all but be eliminated. Therefore, the Committee adopted
a provision to authorize and direct the Department of Health, Educa-
tion, and Welfare to establish or arrange for regional laboratories
that can do blood typing for purposes of establishing paternity.
so that the State agencies and the courts would have this expert evi-
dence available to them in paternity suits. No requirement would be
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made in Federal law that blood tests be made mandatory. The services
of the laboratories would be available with respect to any paternity
proceeding, not just a proceeding brought by, or for, a welfare
recipient.

Leadership Role of Justice Department

To coordiizate and lead efforts to obtain child support payments,
the Committee action would require each U.S. Attorney to designate
an assistant who would be responsible for child support. This Assistant
U.S. Attorney would assist and maintain liaison with the States in
their support collection efforts and would undertake Federal action
as necessary. The Attorney General would be required to submit a
quarterly report to Congress concerning child support activities.

The Committee bill requires that records be. maintained of the
amounts of support collected and of the administrative expenditures
incurred in the collection effort. Amounts collected but not otherwise

'distributed would be deposited in a separate account which would
finance the expenses of the Federal collection efforts. An authoriza-
tion for an appropriation would be included for the contingency of
a deficit in this fund in order to reimburse the Departments of Justice
and Treasury for their expenses in this area.

Attachment of Federal Wages

State officials have recommended that legislation be enacted per-
mitting assignment and attachment of Federal wages and other obli-
gations (such as income tax refunds) where a support order or juidg-
ment exists. At the present time, the pay of Federal employees,
including military personnel is not subject to attachment for purposes
of enforcing court orders, including orders for child support or
alimony. The basis for this exemption is apparently a finding by the
courts that the attachment procedure involves the immunity of the
United States from suits to which it has not consented.

The Committee bill would specifically provide that the wages df
Federal employees be subject to garnishment in support and alimony
cases. This Committee amendment would be applicable whether or not
the family bringing the garnishment proceeding is on the welfare
rolls.

Child Support Under Workfare

A deserted parent participating in the workfare program could take
advantage of the support collection and, where applicable, the pa-
ternity determination mechanism provided in the Committee bill. The
cost of collection, however, would be deducted from the amounts re-
covered and the balance would be turned over to the deserted family.

Effective Dates

Unless otherwise indicated in the bill, new features added by the
collection of support and determination of paternity provision would
be effective January 1, 1973.
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Statistical Material

TABLE 12.-AFDC FAMILIES BY PARENTAGE OF CHILDREN, 1971

- Pa entage Number Percent

Total ...................... 2,523,900, -100.0

Same 'mother and same father.... 1,800,200 71.3
Sa-me mother, but 2 or more different fa-
'thers .. 638,400 " 25.3

Same father, but 2 oKrmore* different
, m others..;................................ 5,200 .2
2,or more'different mothers and 2 or more

different fathers ................... 53,400 2.1
Unknown;.. . ................... 26,7002 1.1

'Source: Department of Health, Education, and Welfare.

;TABLE "13.--AFDC FAMILIES WITH SPECIFIED: NUMBER OF
ILLEGITIMATE RECIPIENT CHILDREN, 1971.

Number of children Number . Percent

Total................. ...... 21523,900 .. 100.
None.....- ................ ..... 1426000>' 156.5

1 o.... ....... ............. 559,600 22.2
2 ....... .............................. 1262,400 10.4
3 .......................................... 129,600 . 5.1
4 .......................................... 71,700 2.85 ......................... o..•.... ....... .'...3 7,300 1.56 or m ore ................................. 37,300 1.5

Source: Department of Health, Education, and Welfare.
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TABLE 14.-AFDC FAMILIES BY STATES OF FATHER,
1967, 1969, AND 1971

Percent of families In-

Status 1961 1967 1969 1971

Total ............... 100.0 100.0 100.0 '100.0

Dead .............................. 7.7 5.5 '5 5 "4.3
Incapacitated ..................... 18.1 '12.0 411.5 '9.8
Unemployed ...................... 5.2 5.1 4.8 16.1
Absent from the home:

Divorced ...................... 7 12.6 13.7 - 14.2
Legally separated ............. 2.7 '' '2.8' •:!I 2.9
Separated without court

decree ...................... 8.2 9.7 10.9"-'12.9
Deserted .... .......... 18.6 18.1 15.9 15.2
Not married to mother ........ 21.3 26.8 27.9 27.7
In prison ..................... 4.2 3.0 2.6 2.1
Absent for another reason .... .6 1.4 1.6 , 1,2

Subtotal ..................... 66.7 74.2 75.4 76.2

Other status:
Stepfather case ............... 1.9 1.9 2.6
Children not deprived of sup- 2.2

port or care of father, but
of mother ................... 1.3 .9.9

Not reported ..................................... . (1) 4

Less than 0.05.

Source: Department of Health, Education, and Welfare.

1961,

,4



110

TABLE 15.-AFDC FAMILIES BY WHEREABOUTS OF
1971

Whereabouts Number Percent

Total................................ 2,523,900 100.0

In the home ............................... 472,900 18.7
In an institution:

Mental institution ..................... 8,000 .3
Other medical institution ............. 11,200 .4
Prison or reformatory.... ..... 75,300 3.0

Not in the home or an institution; 7e is
residing in:

Same county .......................... 469200 18.6
Different county; same State.......... 4156,300 6.2
Different State and in the United

States ............................... 230,900 9.1
A foreign country ...................... 27,100 1.1

Whereabouts unknown .................... 959,600 38.2
Inapplicable (father deceased) ............ 113,400 4.3

Source: Department of Health, Education, and Welfare.

FATHER,

e



FISCAL RELIEF FOR STATES

The Committee is well aware that the growth of the welfare rolls
since 1967 has been one of the significant factors in bringing about the
fiscal crisis currently fading state and local governments. Much of this
growth has been due to increased Federal intervention in the control
of the welfare programs by the State. The Committee feels that having
the Federal Government take over the control of the welfare program
is not now a step that should be taken. It believes that the correct ap-
p roach is in the opposite direction. Accordingly, the Committee care-
hully designed many parts of this bill so that the State's control of
welfare programs would be strengthened rather than weakened. The
Committee recognizes, however, that this represents a long-range solu-
tion and that many States feel an acute need for immediate relief from
the pressures of swollen welfare budget& Under the Committee bill
therefore, the fiscal burden on the States will be substantially de-
creased through increases in the Federal funding of assistance pay-
ments as well as through indirect fiscal relief resulting from improve-
ments which the Committee bill makes in the general structure of the
welfare programs.

Over the next 21/2 years, the bill provides $5 billion in fiscal relief
to the States. Of this, $2.6 billion represents fiscal relief in 1974, the
first year the newv employment programs are fully effective. The table
below shows the detail for each of the years 1972-74.

[Dollars in billions]

1972 1973 1974 Tota

Aid to the aged, blind, and
disabled ......................... $0.2 $1.0 $1.2 $2.4

Aid to families with dependent
children ......................... .4 .8 1.4 2.6

Total ........................ .6 1.8 2.6 5.0

The estimated fiscal relief provided for each State in calendar year
1974, with respect to cash public assistance payments is shown in the
table below.

(111)



TABLE 16

STATE SAVINGS IN WELFARE PAYMENT COSTS, 1974'
[In millions of dollars
-- - -- --

Committee proposal
Estimated

Family welfare savings
State Adult categories benefits Total under H.R. 1

(1) (2) (3) (4)

- Total .. ....... 1,230.4

Alabama.......
Alaska ...................
Arizona ..................
Arkansas .................
California ................

Colorado...................
Connecticut ..............
Delaware .................
District of Columbia.
Florida ...................

Georgia ..................
Hawaii ...................
Idaho ....................
Illinois ...................
Indiana ..................

27.1
2.6

10.6
14.0

298.9

15.9
10.4
4.5

10.4
32.6

24.9
3.6
1.7

45.4
9.2

1,378.9

12.9
2.9

32.0
7.5

163.3

15.3
11.5
3.7

45.4
90.3

36.5
8.7
1.8

100.6
29.2

2,609.3 1,850.2

40.0
5.5

42.6
21.5

462.2

31.2
21.9
8.2

55.8
122.9

61.4
12.3
3.5

146.0
38.4

31.1
3.5

40.5
21.5

180.9.

16.5
16.7
4.7

50.8
135.3

58.9
9.4
2.0

167.0
28.2

A-•

.......... °...°.....

....................

....... °°...........

.............. e°.....

.................. 0.°

. ..-. . °. - . . ° .. . ... . . .

. ....... . . .° .° . . .

. .. . . .. . . .. . .° . o. .. .

. . . . . . .. .... °e .°. . . .. .



Iowa .............
Kansas ...........
Kentucky.........
Louisiana ........
Maine ............

Maryland ..............
Massachusetts.....
Michigan..........
Minnesota........
Mississippi...........

,M issouri ..............
WMontana ..........
Nebraska .............
Nevada ................
'New Hampshire ......

New Jersey .....
New Mexico......
New York .........
North Carolina...
North-Dakota....

Ohio .............
Oklahoma......
Oregon ...........
Pennsylvania .....
Rhode Island .....

See footuete u* end Of t We.

...............................

...............................

.................... e...........

19.4
7.0

15.4
32.8

4.4

17.1
51.5
45.3
13.1
14.6

34.3
1.8
2.4

.8
4.0

20.1
4.0

168.5
19.9
2.1

29.9
33.5
6.7

46.8
4.4

30.0
3.6

135.8
16.7
2.2

94.0
14.1
14.9
57.1
9.4

10.1
13.2
10.8
39.5
3.2

52.8
39.9
94.9
14.5
5.5

15.0
1.7
4.4
1.9
1.2

29.5
20.2
26.2
72.3

7.6

69.9
91.4

140.2
27.6
20.1

49.3
3.5
6.8
2.7
5.2

50.1
7.6

304.3
36.6

4.3

123.9
47.6
21.6

103.9
13.8

22.7
12.1
15.3
68.8
2.5

72.3
64.8
97.4
17.5
20.8

10.8
1.7
7.1
1.7
2.2

48.5
3.7

168.3
31.2

1.2

103.0
39.0
15.4
70.0

7.1

CA2

.... °...........

............ °...

...... °.........

........ o.......

............ °°...

. ..... ° e° • . °.. . .



STATE SAVINGS IN WELFARE PAYMENT COSTS, 1974,--Continued
[In millions of dollars]

Committee proposal
Estimated

Family welfare savings
State Adult categories benefits Total - under H.R. 1

(1) (2) (3) (4)

South Carolina ................................... 5.9 7.0 12.9 12.9
South Dakota ..................................... 7 1.4 2.1 1.4
Tennessee ....................................... 13.2 16.3 29.5 26.8
Texas ............................................ 42.4 32.5 74.9 44.8
Utah ............................................. 2.5 5.6 8.1 5.2

Verm ont ......................................... 2.3 1.6 3.9 3.7
Virginia .......................................... 9.5 12.1 21.6 20.8
Washington ...................................... 15.4 14.6 30.0 12.0
West Virginia .................................... 8.5 7.0 15.5 14.4
Wisconsin ........................................ 17.9 32.0 49.9 44.6
W yom ing .......................................... 5 .8 1.3 .5

1 Based on fiscal year 1974 data.
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Federal Funding of Aid to the Aged, Blind, and Disabled

The Committee bill establishes minimum Federal standards for as-
sistance to the aged, blind, and disabled, but leaves to the States the
administration of the program under State eligibility rules. To give
the States both substantial fiscal relief and a fiscal stake in good ad-
ministration, the cost of making assistance payments meeting the
Federal payment level requirements would be borne entirely by the
Federal Government up to a specified base amount under the follow-
ing formula:

Federal funding would be provided for the costs of assistance
to the aged, blind, and disabled up to the standards required by
the bill ($130 for an' individual, $190 for a couple with a $50
disregard of all income and additional disregards of earned in-
come). These costs would be fully Federal up to the higher of
(1) the cost of meeting these standards for a State's existing case-
load; or (2) the Stats share of $5 billion distributed among the
States in proportion to the number of aged individuals with
income below $1,750 and aged couples with income below $2,200 in
1969. If State costs involved in meeting the Federally required
payment levels exceeded the higher of these amounts, the Federal
Government would also pay 90 percent of the excess. There would
be no Federal funding with respect to assistance provided at
levels above those required by the Committee decision.

Under this formula most States would be required to pay a relatively
small proportion of the costs involved in the Committee decision. A
number of States, however, would have no costs at all for 1974; but
these States would be required to pay small amounts in future years
when their caseload grows to the point that the fully Federal base
amount is no longer sufficient to cover the payments required by the
Federal standards. As a result, all States would be relieved of all but a
very small amount of responsibility for the funding of aid to the aged
blind, and disabled and would enjoy the savings shown in column 1 of
the preceding table. However, there would be an incentive for the
States to exercise control over caseload growth since they would be
required to pay a part of the costs related to all additional recipients
once the Federal base amount is exceeded.

In 1974, it is estimated that this formula would result in Federal
payments to the aged, blind, and disabled of $4.2 billion (compared
with $2.0 billion under existing law). State costs under the bill would
be $0.2 billion compared with 1.4 billion under existing law, yielding
fiscal relief for the States of $1.2 billion. The same formulas would
apply with respect to assistance for the aged, blind, and disabled in the
remaining months of 1972 and in 1973. It * estimated that this will
result in State savings of $0.2 billion this yefi and $1.0 billion in 1973.

Federal Funding of Aid to Families with Dependent Children

In the Aid to Families with Dependent Children program, the Com-
mittee bill changes the funding mechanism from the present formula
matching to a block grant approach. This new method of providing
Federal funds for AFDC results in substantial immediate fiscal relief
and is also consistent with the Committee's desire to return to the
States a greater measure of control over their welfare programs. For
the last 6 months of calendar year 1972 and for 1973 the block grant
would be based on the funding for calendar year 1972 under current
law. Starting in 1974 the grant would be adjusted to take into account
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the effects of the work program. The following formula would be
used:

The grant for 1973 would equal the 1972 Federal share, plus an
additional amount equal to one-half of the 1972 State share, or if
less the amount needed in 1972 to bring family income up to $1,600,
$2,000 or $2,400 for families with two, three, or four or more
members, respectively. Inno case, ,however, wculd the Federal
block grant be less than 110 percent of the Federal share in 1972.
For the last 6 months of calendar year 1972, the grant would be
one-half of the 1973 grant.

After the employment program becomes effective in January
1974, the Federal grant for AFDC would be reduced somewhat
in recognition of the fact that families with no children under age
6 would no longer be eligible for AFDC. This reduced grant
would remain the same in future years, except that it would be
increased or decreased to reflect change in total State population.

For example, it is estimated that the Federal block grant for AFDC
in California would be $689.4 million in 1973. After the employment
program becomes effective, this would be reduced to $526.7 million. The
$526.7 million would remain as the annual amount of the Federal grant
to California for AFDC except that it would be adjusted each year to
reflect any percentage increase or decrease in the State's population.

The table below shows the State savings under AFDC over the next
21/h years.

TABLE 17.-STATE SAVINGS IN AFDC COSTS UNDER

COMMITTEE BILL

(In billions)

Current law Committee bill

Non- Non. Fiscal relief
Year Federal Federal Federal Federal to States

1972'............ $2.2 $1.8 $2.6 $1.4 $0.4
1973 ............ 4.4 3.6 5.2 2.8 .8
19742............. 4.8 3.9 3.7 2.5 1.4

I Last 6 months only.
2Total AFDC costs are reduced under Committee bill because many current law

recipients would no longer be eligible to receive their basic income from AFDC.

Federal Funding Costs of -Public, Asistance Administration

The Committee bill would retain the present. financing arrangement
with respect to the oouts of aministnruion of the AFDIC.program
Under this arrangement, such costs are shared on a,50 percent Fed-
eral-50 percent State basis.': -, .... ',,- I ,,

In the programs'of aid to the aged, blind, and disabled, the Com-
mittee bill would :provide Fede'ral ,undng equal tW 100 percent of the
administration costs in calendar * year 1972 plus 50 percent of any
costs above this base. The additional Federal funding would be needed
because several States may have substantially greater administrative
costs due to the new Federal assistance standards for the aged, blind,
and disabled.

i



Internal Revenue Amendments

Retirement Income Credit
Under present law, a retirement income credit of up to $1,524

multiplied by 15 percent ($229) is allowed for single persons age
65 or over having "retirement income"-that is, income from pen-
sions, dividends, interest, rents, and other passive income. The income
eligible for this credit is reduced, however, by social security, railroad
retirement, or other tax-exempt pension income. It is also reduced by
50 percent of earnings between $1,200 and $1,700 and on a dollar-for-
dollar basis as income rises above $1,700. For most married couples,
the limitation on the credit is $2,286, one and one-half times the
amount allowed a single person, and the maximum benefit is $342.90.

In addition, under present law, the retirement income credit, de-
termined substantially as indicated above, is available for retirement
income received from governmental units where the individual is
under age 65, except that if he is also under age 62, earnings in excess
of $900 reduce the $1,59,4 limitation on a dollar-for-dollar basis.

The Committee bill includes, with minor modification, the liberalized
and simplified retirement income credit contained in the House bill.
As adopted by the Committee, the limitation would be raised to $2,500
for a single person and $3,750 for a couple. Thus, the maximum credit
will be $375 for a single person and $562.50 for a couple. The Finance
Committee did not include in its bill the feature of the House pro-
vision which would have extended the credit to persons who have
not yet retired.

Social Security and Unemployment Tax of Affiliated Corporations

The Social Security tax is based on the wages paid an employee,
with a limitation on the amount subject to tax. Under present law,
the limitation is $9;000 ($10,200 under the Committee bill). In some
instances, an employee on the payroll of one member of an affiliated
group of corporations may perform services for other members of
the group; in these cases, he may be treated as a separate employee
of each member of the group for which he performs services and the
remuneration he receives may be attributed to them, As a result, the
$9,000 limitation oni wages subject to social security is applied to the
remuneration attributed to each company separately, rather than to
the total remuneration ieceved by such employee, and the FICA tax
collected with respect to his employment may be based on compensa-
tion considerably in excess of the statutory limit. While the employee
may obtain 'a*rfund of any excess social security tax paid, the related
emnvloyers maVynot. - "

The Committee approved an amendment to eliminate duplication of
FICA tax in the situation described. The amendment also applies'to

1, '21"
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eliminate the duplication of the Federal unemployment taxes which
may occur under similar circumstances. Under the amendment, an
individual who performs services for more than one member of an
affiliated group of corporations would be treated as an employee only
of the member or members of the group by which he is employed andfrom which he receives his compensation. Under the committee action

the present practice of attributing payments of compensation to other
members of an affiliated group would no longer prevail.

it



Analysis of Cost of Committee Bill
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Chart 1

Cost Increases in H.R. 1 and Committee Bill

The chart shows the net increase in cost over current law for cal-
endar years 1973 and 1974 for HI.R. 1 and the Committee bill. Details
for each of the program categories are shown in the succeeding charts
and text.

The estimated costs for H.R. 1 are those prepared by the Depart-
ment of Health, Education, and Welfare. A,, discussed in the text
accompanying chart 5, some of these costs are believed to be signifi-
cantly understated.

The cost estimate for the tax credit provisions relates to the retire-
ment income credit provision in the House bill plus the credit added
by the Committee for employers hiring persons who have been in
the Committee's employment program. This estimate was prepared
by the staff of the Joint Committee on Internal Revenue Taxation.

In summary, the Committee bill would cost $5.7 billion more than
tVhe House bill in 1973 and $6.3 billion more in 1974. Of the 1974
increase, $3.9 billion represents increased social security benefits and
$2.4 billion represents increased general fund costs (principally pay-
ments to low-income working persons).

The Committee bill would cost $17.6 billion more than existing law
in 1974, as shown below:

[In billions of dollars]

Present Commit-
law tee bill Increase

Social security cash benefits $43.2 $50.6 +$7.4
Medicare Part A ................ 8.3 10.7 +2.4
Medicare Part B ................... 3.3 3.9--.6
Medicaid................... 6.1 6.1.......
Aid to the aged, blind, and disabled. 2.7 4.9 +2.2
Programs for families............. 7.0 11.5 +4.5
Increase in tax credits.....................+.5

Total.......... ...................... +17.6
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Chart I

Cost Increases in H.R.1 and Committee Bill
(in billions)

General Funds
Medicame Part B
Medicaid

ged, blindd* ied
Programs forfammilies
Tax credit provisions

SUBTOTAL
Increase In Committee bill

Trust Funds
Social security cash
benefits

Medicare Part A
SUBTOTAL
pnciaM- inCominifn bill

TOTAL
Increase in Committee

bill

1973
H.R.t Commlttw

bill

1974
bill

$O04 $O.3 $04 $0. 6
-0.5
1. 1
1.3'

0.4
2.7

2-- 20.5 --2.0 2.6 2.2

2.7
0.4
5A

(+Z7)

2.5'
0.4

/-5.4

'4.5
0.5
7.8

(+2.4)

3.9 7.0 4.3 7.4

1.5 1.4
5.43804(+3,o)

1.6
59

.113.8 113
(+.57)

2.4
9.8

(+309)
1726

(463)

:/ Based on HEWestimate; Committee
estmnte is 02.0 billion higher
in 1974.

~- ~ ~i. 9-~ '~f ~ A
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Chart 2

Social Security Cash Benefits

H.R. 1 as passed by the House of Representatives provided for a
Airst year increase in the cost of social security cash benefits of $3.9
billion. A 5 percent general benefit increase accounted for $2.1 billion
of this total. Under the Committee bill, there would be all additional
increase in social security cash benefit costs of $3.1 billion for a total
increase over existing law of $7.0 billion. The 10 percent general
benefit increase in the Committee bill represents a cost of $2.2 billion
over the 5 percent increase in the House bill.
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Chart 2

Social Security Cash Benefits
(First full year costs, in billions)

Increases in House Bill
5 percent benefit increase $2.1
Widow's benefits 0.9
Increase in earnings limit 0.6
Other changes 0.3

SUBTOTAL 3.9
Increases in Committee Bill
Benefit increase of 10% 2.2

rather than 5%
Special minimum up to $200 0.3
Credit fordelayed retirement 0.2
Other changes004

SUBTOTAL 3.1
TOTAL INCREASE IN

COMMITTEE BILL- 7.0
OVER PRESENT LAW
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Chart 3

Medicare and Medicaid
Medicare Part B

Thei principal increased cost in tile comnmittve bill is attributable to
covering the disabled inder Medicare on a basis similar to that ap-
proved by the House.

The Committee also approved adding coverage of chiropractors
under Mfedicare and limiting the percentage by which the Medicare
Part, B premium paid by older people could be raised from one year
to the next.

In addition, other changes were approved that were designed to
smooth Medicare operation.
Medicaid

The Committee bill would for the first time cover eligible mentallyly
ill children under age 21 receiving treatment in an accredited .medical
institution.

Tie Committee also provided that workfare l)articipants otherwise
ineligible for MNIedicaid wouhl have the opportunity to '"buy in" by
paying l)rt enihims, mith Fe(lcral subsidy for any remaining costs of
benefits.Trhe principal change resulting in a decreasee in Medicaid c6sts was
the Committee's repeal of Section 1902 (d) which presently prohibits
States from moderating their programs.
Medicare Part A

Extension of hospital insurance for the disabled accounts for the
major cost increase shown on the chart.

A new benefit was added by the Committee covering a limited num-
ber of drugs appropriate for use ill treating the chronically ill.

The (definition of eligibility for services in an extended care facility
N as liberalized inl thlle committee bill so as to simplify admllinistratiolI
und improve availability of benefits.
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Chart 3

Medicare and Medicaid, 1974
GENERAL FUNDS (dollars ina t Billions)

Present law $1.8
Extend coverage to disabled 0.4
Cover chiropractic, limit 02

premium, other changes
Medicaid:

Present law 5.3
Mentally ill children 0o1
Coverage of workfare participants 0.2
Other changes -0.3

NET INCREASED GENERAL +0.6
FUND COSTS

TRUST FUNDS
Medicare Part A:

Present law 8.3
Extend coverage to disabled 1.5
Coverage of drugs 0.7
Extended care d6inition, 002

other changes
NET INCREASED TRUST +2.4

FUND COSTS
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Chart 4

Aid to the Aged, Blind, and Disabled

Under the Committee bill, the IFederal share of aid to the age(d,
blind, and disabled for 1974 is estimated to be $4.9 billion, including.
$4.4 billion iniiasstance payments ($2.2 billion more than under
current law) andl $0.5 billion for a(dministrative costs ($0.3 billion more
than existing law). This $2.5 billion increase in PFederal expenditures is
offset by ai reduction of $0.3 billion in food stamp costs fori a net iln-
crease(ldFederal cost of $2.2 billion. (Recipients would be ineligible for
food stamps but N %ouhl get offset ting increases ill cash assistance.)

The increase in Federal (costs results from the new Federal standards
for assi-,tance to the aged, blind, an(d (disable(d, and from the changed
funding mechanism under which the Federal Governmnent assumes
mo.,,t of the co-;t of ais,,tanice laynments andll a inicrease(d Share of
administrative costs.
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Chart -1

Aid to theAged, Blind and Disabled, 1974

Present law:. inbli

Welfare payments $2.2
Administration- 0.2
Food stamps 03

TOTAL 2.7

Committee increases:
Welfare payments (includiri +2.2

cashing out of food stamps)
Administration +0.3
Food stamps -0.3

TOTAL INCREASE +2.2
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Chart 5

Cost of Programs for Families: H.R. 1 and the Committee Bill

The table shows the total cost of the l)rogramn for families ill II.R. I
and tlhe Comlulittee bill for calendar yean' 1974 The comparable cost of
lIres(It Ulaw is $7 billion. Two estimates are shown for each bill, one pre-
ptred l)y the Department of elvedth, Edlucatioll and Welfare, andl the
other by Mr. Robert ,Myers, consultant to the Committee and former
Chief Actuary of the Social Security Administration. The detailed
bases of these estimates were submitted to the Comm;nittee.
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Chart 5

Cost of H. R. I and Committee Bill, 1974:
Programs for

(dollars in billions)

Government empoyment
Wage supplement
Childrew allowance
10% work bonus
Welfare payments
Cost of cashing out

food stamp
Child caresAdditional

Included in Gov't
employment

Families
H.R.1

HEW Committee
estimate estimate

MAPM qdlP.

me~ dl llBdipw

-N.

dw.I

$5.61
1.5

$7.1
1.5

0.8 0$8
dw wdp MNNp

" -M

9.5
7.0

0.8
0.6
0.7

11.5
7.0

Committee Bill
HOW Committee

estimate estimate

$5.7 $2.6
1.7
0.5
1.1

32
1.8
1.5
,WAm l

0.3

1.2
3.7
1.8
0.8
(0.4)

0.8 0.4
1.7 0.7WO, (0o.4)

18so 115
7.0 7.0

NET INCREASED
COST

2.5 4.5 I1to 4.5
r-')

Public sevke Jobs 0.8
Services, training 0.6
Admln'straton:Additfonal 0.7

Included in GovVt
employment

TOTAL

Present law
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