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INTRODUCTION

‘This summary deseribes briefly. in general terms, the significant
featnres of the provisions of 11LR, 1. the Social Seeurity Amendments
of 1971 as ordered reported to the Senate by the Committee on Fi-
nance, The deseription of minor and technical amendments included in
the hill may not be contained here but will be reflected in the text of
the Committee Ml and will be explained in the Committee report
accompanying the bill.

As ordered reported by the Committee, TLR. 1 represents the most
massive revision of the Social Seenrity laws Congress has ever under-
taken. The bill would inerease benefits by $17.6 billion over the esti-
mated costs if present law were continued. The social security cash
benefits alone will increase by $7 billion in 1973 ($7.4 billion in
1971) largely beeanse of the 10-pereent inerease in henefits approved
by the Committee, Medicare henefits will rise by €3 billion by 1974 as
the new program for coverage of the disabled and for the provision of
drugs become effective.

But perhaps the most significant features of the bill are those seek-
ing to reform the welfare laws. In addition to upgrading the level of
benefits for needy old age. blind. and disabled Americans (at an added
cost of $2.2 billion in 1971) the Committee bill offers a bold. new ap-
proach to the problem of inereasing dependeney under the program of
Aid to Families With Dependent Children. Specifieally. where the
voungest child in an AFDC family has reached school age (or where the
family is headed by a male) the family would no longer be eligible
for welfare as it is todav. but instead the head of the family would be
offered a guaranteed job opportunity. He. or she, would be given an
opportunity to become independent through emplovment and suf-
ficient financial incentives are provided by the hill to encourage him
or her to prefer employment in the private economy to work in the
guaranteed job. Moreover. unlike todav, the FFederal Government's
incentive to help these families locate suitable jobs would be enhanced
beeause under the Committee plan the entire cost of the employment
program would be borne by the FFederal Government whereas AFDC
costs are shared with the States. The cost of this new svstem of em-
plovment opportunity is estimated at $4.5 billion in 1974 with vir-
tually all the expense incurred to inerease the income of the poor who
work.

(n



The Social Security, Medicare, and Medicaid Programs

SOCIAL SECURITY CASH BENEFITS

As passed by the House, H.R. 1 wonld increase social security cash
benefits by £3.9 billion in 1973 and $4.3 billion in 1974, .\ little over
half of this increase is related to the 5-percent across-the-board
benefit inerease in the House bill.

The Committee bill would incerease social security cash benefit pay-
ments by $7.4 billion in 1974 The major item of cost relates to the
10 percent benefit increase in the Committee bill, twice the amount of
the increase in the House bill.

Another major feature of the Committee hill would provide a special
minimum benefit to low-wage workers with long-time attachment to
employment covered under social security. .\ retired worker with at
least 30 vears of covered employment would be guaranteed a benefit ot
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 deseribed below.

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

Increase in Social Security Benefits

The Committee bill provides for a general 10-percent increase in
social security benefits in place of the 5-percent increase in the House-
passed bill. The inerease would be effective with the benefit checks that
will be delivered July 3.

However, it scems unlikely that Congress could take final action on
the bill in time for the higher amounts to show up in the July checks.
The increase. therefore. will he paid retroactively after the bill is
enacted.

U'nder the Committee bill about 27.8 million social security hene-
ficiaries will receive higher benefits and abont $4.3 billion in additional
benefits will be paid in 1974 as a result of the 10 percent benefit in-
crease. The average retirement henefit would rise from an estimated
$133 to S147 a month, rather than to $141 as under the Houee bill, The
average benefits for aged couples would increase from an estimated
$223 to $247 a month. rather than to $234 a month under the House-
passed bill. .\ worker with maximum earnings creditable under social
security who retired at age 65 this vear would get a monthly benefit of
$237.80 rather than $216.10 as under present law. If he and 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 House-passed bill.

(3)
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Speeial benefits for people age 72 and over who are not insured
for regular benefits would be inereased by 5 pereent, as in the House-
passed bill, from SIS.30 to $30.80 for indivi(Lmls and from $£72.50 to
S76.20 for couples,

Special Minimum Benefits

The House-passed hill would provide a special minimum benefit of
£5 multiplied by the number of years in covered employment up to
thirty years. producing a benefit of at least $150 a month for a worker
who has been employ ed for 30 years under social seenrity coverage. The
Committee bill replaces this with a provision for a special min-
imum benelit under the social security program which would pro-
vide a payment of $200 per month (3300 for a conple) for persons who
have been emploved in covered employment  for thirty years.
This benefit would be paid as an alternative to the regular henefits in
eases where a higher benefit would result,

Specifically. the Committee bill would provide a special minimum
of $10 per year for each year in covered employment in excess of ten
vears (for purposes of this special minimum, there wonld be no eredit
for the first ten years of emplovment). Uinder this provision, the new
higher minimumn benefit would become payable to people with 18 or
more years of employment : at that point. the speeial minimum bene-
fit—s80—would be more than the regular minimum. .\ worker with
twenty years of emplovment under social security would thus he guar-
anteed a benefit of at least £100: one with twenty-five years would be
auaranteed at least 8150, while one with thirty vears would receive at
least £200 a month, Minimum pavments to a couple would be one and
one-half times these amonnts.

The Tevel of payments under the vresent law, the Touse bill. and
the Committee hill are shown in the following table:

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 Commuttee

earnings under social security law Bili 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 15290 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
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Effective date—January 1973,

Number of people affocted and dollar paymenis.—1.3 million people
wonld get inereased benelits on the effective date and £300 million in
additional henefits would be paid in 197 1

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

The Committee hill 1etains the provisions in the Touse bill provid-
ing for automatic annual inereases in social seenrity benefits as the cost
of living rises, These inereases would go into effeet each January when-
ever the Consumer Price Index goes up hy at least 3 percent. However,
the Committce did change the method of finaneing the additional bene-
fits paid under the automatie mechanism. Under the Committee
bill. the financing would be direetly related to the amount of the
additional henefits and one-half would be provided from an inerease in
the tax rate and one-half from an inerease in carnings (presently
$0.000 and inereasing to £10.200 heginning January 1973 under the
Committee bill) subject to the social seeurity tax. Under the ITouse-
passed bill. the financing mechanism would not he related to the cost
of the antomatic henefit inerease. bat vather to changes in wage rates.
Under the House bill. the inereased henefits would be financed entively
through an inerease in the taxable wage base,

Effective date~The first cost-of-living inerease would bhe possibie
for Janunary 1975,

Increased Benefits for Those Who Delay Retirement Beyond
Age 65

The Committee hill includes the provisions in the House bill which
would provide for an increase in social seeurity benefits of one pereent
for each year after age 635 that the individual delays his retirement.
ITowever. the committee modified the provision so that the additional
henefit would apply to persons already retired. rather than only to
those coming on the social security rolls after the bill's enactment.

Lfective dute—January 1973,

Number of pcople affected and dollar payment.—5 million people
would get increaced henefits on the effective date and $180 million in
additional henefits would be paid in 1971, .

Reduction in Waiting Period for Disability Benefits

Under the Iouse bill. the present 6-month period throughout which
a person must be disabled before he ean be paid disability benefits
would be reduced by one month (to 5 months). Under the committee
bill, the waiting period would be rveduced 2 months to a I-month
period.

ffective date—January 1973,

Number of people affected and dollur paymients.—950,000 henefici-
aties would become entitled to higher benefit payments on the effective
date and 000 additional people would become entitled to henefits.
About $£250 million in additional benefits would be paid in 1974,
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Benefits for a Child Based on the Earnings Record of a
Grandparent

Under the House bill coverage would be extended to grandehildren
not adopted by their grandparents if their parents have died and if the
grandchildren were living with a grandparent at the time the grand-
parent qualified for benefits, The Committee approved the THouse pro-
vision but extended it to instances where the grandehild’s parents
cither are totally disabled or have died. and the grandehild is living
with a grandparent.

I ffective date—January 1973,

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

Under present law, members of certain religious sects who have
conseientious objections to social security by reason of their adherence
to the established teachings of the seet may he exempt from the social
security self-employment tax provided they also waive their eligibility
for social security benefits. This exemption was written largely to re-
lieve the Old Order Amiish from having to pay the social security tax
when, beeause of their religious beliefs. they would never draw social
security benefits.

The Committee bill would extend the exemption (by a refund or
credit against income taxes at vear end) from social securityv taxes to
members of the seet who are “employees™ covered by the Social Se-
curity Act as well as the “self-employed™ members of the sect. The
employee would have to file an application for exemption from the
tax and waive his eligibility for social security and medicare henefits
just as the self-employed members must presently do. Although a
qualified individual would be exempt from the tax. his employer would
continue to deduet the tax from his pay and to pay the employer tax.
Later the employee could claim a refund or a tax credit. However, the
provision specifically provides that there would be no forgiveness of
the employer portion of the cocial security tax as the Committee be-
lieves this would create an undesirable situation in which an employer
would have a tax incentive to hire people of one religious belief in
preference to those of other religions heliefs.

Fffective date—January 1973.

Sister’s and Brother’s Benefits

The Committee bill includes a provision (not contained in the House
bill) to extend social security coverage to dependent ~isters and to
dependent disabled brothers.

I’ ffective date.—January 1973,

Number of people affected and dollar payments.—50 000 additional
people would become eligible for benefits on the effective date and $70
million in additional benefits would be paid in 1974.

Disability Benefits for Individuals Who Are Blind

"The Committee bill includes provisions (not contained in the House-
passed bill) : (a) making disability benefits payable to blind persons
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who have six quarters of coverage earned at any time: (h) changing
the definition of disability for the blind to permit them to «qullfy for
henefits regardless of their eapacity to work and whether they work:
¢) permitting the blind to receive disability benefits beyond age G
without regard to the retivement test: and (d) exeluding the blind
from the tequivement that disability henefits be suspended when a
beneficiary refuses without good canse to accept voeational vehabili-
tation.

Effeetice date.—January 1973,

Number of people affected und dollar payments.—250.000 additional
people would become eligible for benefits on the effective date and
£200 million in additional henefits would be paid in 1974,

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

The Committee bill includes a number of provisions (not contained
in the Hounse bill) dealing with the method of issuing social security
account mumbers. Under present law. numbers ave issued upon appli-
cation, often by mail, upon the individual's motion.

Under a Committee amendment. numbers in the future generally
would be issued at the time an individual enters the school system:
for most persons, this would be the first grade. In the case of non-
citizens entering the country under conditions which would permit
them to work, numbers would be issued at the time they enter the
country or in the case of a person who may not legally work at the
time he is admitted to the United States. the number would be issued
at the time his status changes. In addition to these general rules, num-
hers would be issued to persons who do not have them at the time they
apply for benefits under any federally financed program.

Asa orollary to this more orderly system of issuing social security
account ,umbers. the Committee bill would provide criminal pen-
alties for (1) knowingly and willfully using a social security num-
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 number to conceal one's true identity (such as by counterfeit-
Ing a social security number) for such purposes, The penalties pro-
vided would be a fine of up to $1.000 or imprisonment for up to one
year or both. These eriminal penalties perfeet and improve upon
features of the Ilouse bill relating to false information with respect
to social security numbers.

Treatment of Income From Sale of Certain Literary or
Artistic Items

The Committee bill includes a provision (not contained in the House
bill) to exclude income from sale of certain literary or artistic items
created before age 65 from income for purposes of determining the
amount of benefits to be withheld under the social security earnings
test. Under existing law, such income is not counted if the literary
work was copyrighted before age 5. Under the amendment, the time
of copyright 1s immaterial so long as the work which produced the
literary or artistic item was performed before age 65,

79-184 O - 72 - 2
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Underpayments

The Committee bill includes a provision (not contained in the Housc
hill) under which additional relatives (by blood, mavriage, or adop-
tion) would be added to the present eategories of persons listed in the
law who may receive social security eash payments due but unpaid
to a deceased beneliciary.

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

Under the Honse hill amounts earned by an employee which are paid
after the year of his death to his survivors or his estate would be ex-
cluded from coverage, The Committee bill would extend the provision
to pay ments made to disability insurance heneficiaries, Under present
law. such wages are covered and social security taxes must be paid on
these wages but the wages cannot be nsed 1o determine eligibility for
or the amount of socinl seenrity bhenefits.

Death Benefits Where Body Is Unavailable

Under Public Law 92-223, expenges of memaorial services can be
counted as funeral expenses for the purpose of the social security lump
sum death payment, even though the body is wnavailable for burial
or cremation, The provision applies only with vespeet to deaths after
December 29, 1971 The Committee bill would cover deaths occurring
after 1960, thus spanning the entire period of the Vietnam action.

2. PROVISIONS OF THE HOUSE BILL THAT WERE NOT CHANGED BY
THE COMMITTEE

Increase in Widow’s and Widower’s Insurance Benefits

Under present law, when benefits begin at or after age 62 the benefit
for a widow (or dependent widower) is equal to 8214 percent of the
amount the deceased worker would have received if his benefit had
started when he was age 65. .\ widow can get a henelit at age 60 re-
duced to take account of the additional 2 years in which she would
be getting benefits.

Both the Tlouse bill and the Committee bill would provide henefits
for a widow equal to the benefit her deceased husband would have
received if he were still living, Under the hill. a widow whose benefits
start at age 63, or after. would receive either 100 percent of her de-
ceased hushand’s primary insurance amount (the amount he would
have been entitled to receive if he hegan his retivement at age 65) or,
if his henefits began before age 65. an amount equal to the reduced
benefit he wounld have been receiving if he were alive.

Under the bill, the benefit for a widow (or widower) who comes on
the 1olls hetween 60 and 65 would he reduced (in a way similar to the
way in which widows® benefits are reduced under present law when
they begin drawing henefits between ages 60 and 62) to take account of
the longer period over which the henefit would he paid

Eifective date—January 1973,
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Number of people affected and dollur payment«.—3.8 million people
would get inereazed henelits on the efleetive date and $1 billion in
additional henefits would he paid in 1971

Age 62 Computation Point for Men

Under present law, the method of computing benefits for men and
women ditfers in that years up to age 65 must be taken into account
in determining average earnings for men, while for women only vears
up to age 62 must be taken into account. Also, benefit eligibility is fig-
ured up to age 63 for men but only up to age 62 for women, Under hoth
the House bill and the Committee bill, these ditterences, which provide
speeial advantages for women, would be eliminated by applying the
same rules to men as now apply to women,

L' ffective date.~"The new provision wonld become effective. starting
Jaumary 1973, overa B-year transition pericd.

Liberalization of the Retirement Test

The amount that a beneficiary under age 72 may earn in a vear and
still he paid full social seenvity benefits for the year wounld be inereased
from the present $1L680 to 2,000, Under present law, henefits are re-
duced by $1 for each 82 of earnings between $1.680 and $2.800 and for
each $1 of earnings above £2.880, The hill would provide for a $1 re-
duction for each $2 of all earnings above $2,000: there wounld be no
s1-for-81 reduction as under present law, Also. in the vear in which a
person attains age 72 his earnings in and after the month in which he
attains age 72 would not be ineluded. as under present Iaw, in de-
termining his total earnings for the year.

I fjective date.—Janmary 1973,

Number of people affected and dollur payments.—1.1 million benefi-
ciaries would become entitled to higher benelfit payments on the eflee-
tive date and 400000 additional people wounld become entitled to
benefits. About 650 million in additional benelits wonld be paid

in 1974,
Childhood Disability Benefits

Childhood disability benefits would be paid to the disabled child of
an insured retived, deeeased. or disabled worker, if the disability began
before age 22, rather than before 18 as under present law. In addition,
a person who was entitled to childhood disability benefits could be-
come re-entitled to childhood disability benefits 1f he again becomes
disabled within 7 years after his prior entitlement to such benefits was
terminated.

Effeetive date.—Janunary 1973,

Number of people affected and dollur payments—13.000 additional
people would become eligible for benelfits on the effective date and
S16 million in additional benefits would be paid m 1974,

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

Payment of benefits to a child attending school would continue
through the end of the semester or quarter in which the student
(including a student in a vocational school) attains age 22 (rather
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than the month before he attains age 22) if he has not received. or
completed the requirements for, a bachelor’s degree from a college
or university.

Ieffective dute—January 1973,

\umbm- of people ajfe weted and dollar payments.—>i5000 present
beneficiaries would have their benefits continned and 6,000 additional
people would become eligible for benefits on the effective date and
S18 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 law relating to cligibility requirements
for child’s henefits in the ease of adoption by an old-age insurance
bheneficiary or by disability insurance beneficiaries would be modified
to make the requirements uniform in both eases, .\ child adopted after
a rvetired or disabled worker becomes entitled to benefits would he
cligible for child’s henefits based on the worker's enrnings if the child
is the natural child or stepehild of the worker or if (1) the adoption
was decreed by a court of competent jurisdiction within the United
States, (2) the child lived with the worker in the United States for
the year before the worker became disabled or entitled to an old-nge or
disability insurance benefit, (3) the child received at least one- Dalf of
his support from the worker for that vear, and (4) the child was under
age 18 at the time he began livi ing w ith the worker.

L'[fective date. —J.unuu_\ 1973,

Nontermination of Child’s Benefits by Reason of Adoption

2\ child’s benefit would no longer stop when the child is adopted.
Effective date.—January 1973,

Disability Benefits Affected by the Receipt of Workmen’s
Compensation

Under present law, social security disability benefits must be re-
duced when workmen's compensation is also payable if the combined
payments exceed 80 percent of the w ml\('r $ average current earnings
before disablement. \verage current earnings for this purpose can he
computed on two different bases and the l.ugor amount will be used.
The bills add a third alternative base, under which a worker’s average
current earnings can be based on the one vear of his highest carnings
in a period consisting of the vear of disablement and the five pre-
ceding vears.

Iffective date—lanuary 1973,

Dependent Widower’s Benefits at Age 60

Widowers under age 62 could he paid reduced benefits (on the same
basis as widows under present law) starting as early as age 60.
Fffective date.—January 1973,
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Waiver of Duration-of-Marriage Requirement in Case of
; Remarriage

I3

lh{‘ duration-of-marriage I('qmlomvm in present law for entitle-
ment to benelits as a worker's widow, widower, or stop( ‘hild—that is.
the period of not less than nine months immediately prior to the day
on which the worker died that is now required (except where death
was aceidental or in the line of duty in the uniformed serviee. in
which ease the period is three months)—would be waived in cases
where the worker and his spouse were previously married, divoreed.
and remarried, A7 they were married at the time of the worker’s death
and if the duration-of-marriage requirement would have heen met af
the time of the divoree had the worker died then.

Epjective dute.—January 1973

Wage Credits for Members of the Uniformed Services

Present law pm\'ulvs for a socinl security noncontributory wage
credit of up to ¥300, in addition to mntnlm(m v eredit for basie pay.
for each ealendar quarter of military service after 1967, Under the
bill. the additional roncontributory \\.\m' eredits wounld also be pro-
vided for service during the per iod January 1957 (when military
service eame under umtnlmlm\ social seenrity coverage) through
December 1967,

Disability Insurance Benefits Applications Filed After Death

Disability insurance henefits (and dependents’ benefits hased on a
worker's entitlement to dicability benefits) would be paid to the dis-
abled worker’s survivors if an application for benefits is filed within
3 months after the worker's death. or within 3 months after, enact-
ment of this provision for deaths occurring after 1969.

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

Social cecurity coverage would he made available to members of
religious orders who have taken a vow of poverty. if the order makes
an irrevocablo clection to cover these members as emplovees of the
order.

Self-Employmeut 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
approximately 17 months out of 18 consee utive months. must exclude
the first $20.000 of his earned income in computing his taxable income
for social security and income tax purposes. The bill would provide
the U.N, ¢itizen< who are self-employed outside the United States and
who retam their residence in the United States would not exclude the
first $20.000 of carned income for social seenrity purposes and would
compute their earnings from self-employment for social security pur-
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poses in the same way as those who are self-employed in the United
States,

Trust Fund Expenditures for Rehabilitation Services

Provides an increase in the amount of social security trnst fund
monevs that mav be nsed to pay for the costs of rehabilitating social
security disability beneficiaries. The amount would be inereased from
1 pereent of the previous year's disability benefits (as under present
lnw) to 114 pereent for fiseal year 1972 and to 115 pereent for fiseal
vear 1973 and subsequent years.

3. OTHER CASH BENEFIT AMENDMENTS

Other amendments inchuled in the Committee’s bill relate to the
exceitive pay level of the Commissioner of Socinl Seewrity @ the cov-
erage of U.S missionarics werkings outside the U.SC:retraactive bene-
fits for certain disabled persons: socinl seenrvity benefits for a child
entitled on the enrnings of more than one per<on: filing of disability
applications: social seenrvity coverage for students employved at State
aperate | schools: and social seeurity coverage of Registrars of Voters
in Louisinna: covernge of certain policemen and firemen in West
Virginia: and wage credits for Amerieans of Japanese ancestry who
were interned by the U.S, Government during World War 11,

hn addition. in order to pay for a portion of the long-range costs
associated with the 10-pereent across-the-hoard henefit inerease, the
Committee deleted the House-passed amendments relating to actuari-
ally redueed henelits in one eategory not heing mnde applieable to cer-
tain benefits in other entegories: the computation of benefits hased on
combined earnings of a married couple: and to the dropping of addi-
tional years of low earnings from the computation of average earnings.



PRINCIPAL MEDICARE-MEDICAID PROVISIONS

1. PROVISIONS OF HOUSE BILL NOT SUBSTANTIALLY MODIFIED BY
COMMITTEE

Medicare Coverage for Disabled Beneficiaries

(Section 201)

DProblem

The disabled. as a group, are similar to the elderly in those charae-
teristics—low incomes and high medical expenses—whieh led Congress
to provide health insurance for older people. They use about seven
times as much hospital care. and about three times as much physi-
cians’ services as does the nondisabled population. In addition, dis-
abled persons are often unable to obtain private health insnranee
oV erage,

Finance Committce L mendment

Effective July 1. 1973, a social seenrity disability beneficinry would
be covered under Medicare after he had been entitled to disability
benefits for not less than 21 conseentive months. ‘Those covered wonld
include disabled workers at any age: disabled widows and disabled
dependent widowers between the ages of 30 and 65 beneficiaries age
18 or older who receive benefits beeanse of disability prior to veaching
age 220 and disabled qualified railroad retivement annuitants. \n esti-
mated 1.5 million disabled beneficiaries would be eligible initially.
Estimated first full-year cost is £1.5 billion for hospital insurance and
3330 million for supplementary medieal coverage.

Hospital Insurance for the Uninsured

(Section 202)
Problem

-\ substantial number of people reaching or presently over age 65
are ineligible for Social Sceurity and thus eannot secure Part .\
(hospital insurance) coverage under Medicare. These people have
difliculty in securing private health insurance coverage with benefits
as extensive as those of Medicare.

Finance Committee .l mendment

The Committee bill will permit persons age 65 or over who are
incligible for Part .\ of Medieare to voluntarily enroll for hospital
insurance coverage by paying the full cost of coverage (initially esti-
mated at $31 monthly and to be recalenlated annually). Where the
Secretary of TTEW finds it administratively feasible, those State and
other public employee groups which have. in the past. voluntarily
elected not to participate in the Social Security program conld opt

(13)
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for and pay the Part .\ premium costs for their retired or active em-
ployees age G5 or over.

The Finanee Committee amendment requires envollment in Part B
of Medicare ns a condition of buying into Part .\,

Part B Premium Charges

(Section 203)

Problem

During the first 5 years of the program it has been necessary to
increase the Part B premium almost 100 pereent—from £3.00 monthly
per person in July 1966 to a scheduled $3.50 rate in July 1972 The
government pays an equal amount from general vevenues. This in-
crease and projected future increases vepresent an increasingly sig-
nificant financinl burden to the aged living on incomes which are not
increasing at a similar rate,

Finance (‘ommittee Amendment

The Committee bill will limit Part B premium increase to not more
than the percentage by which the Social Security cash benefits had
been generally increased since the last Part B premium adjustment.
Costs above those met by such premium payments would be paid
out of general revenues in addition to the regular general revenue
matching.

Automatic Enrollment for Part B

(Section 206)

Problem

Under present law. eligible individuals must initiate action to
enroll in Part B of Medieare. 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 months or even years of necessary medical insurance
coverage.
Finance Committee A mendment

Effective July 1. 1973, the change provides for automatic enroll-
ment under Part B for the elderly and the disabled as thev become
eligible for Part .\ hospital insurance coverage. Persons eligible for
automatic enrollment must also be fully inforined as to the procedure
and given an opportunity to decline the coverage.

Relationship Between Medicare and Federal Employees’
Benefits

(Section 210)
Problem

Federal retirees and older employees have been required to take full
coverage and pay full premiums for Federal employee coverage despite
the fact that the Federal Employees' Programs will not pay any
benefits for services covered under Medicare. Thus the retiree. who also
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has carned entitlement to Medicare. is paying a portion of his premium
to IV15.P. for coverage for which no benefits will be paid him. This is
particularly true in the case of hospitalization. The F.I.P. does not
presently offer such employees or retirees with dual eligibility the
option of electing a lower-cost policy or one which supplements rather
than duplicates Medicare benefits.

Finance Committee Amendment

Effective January 1. 1975, Medicare would not pay a Leneficiary.
who is also a Federal retivee or employee. for services covered under
his Federal Employee's health insurance poliey which are also covered
under Medicare unless he has had an option of seleeting a poliey
supplementing Medicare benefits, If a snp‘omonml policy is not made
available. the V.. would then have to pay first on any items of
enre which were covered under both the F.E.P. program and Medicare.

Limitation on Federal Payments for Disapproved Capital
Expenditure

(Section 221)
Problem
A hospital or nursing home can. under present law, make large capi-
tal expenditures which may have been disapproved by the State or
local health eare facilities planning council and still be reimbursed by
Medicare and Medicaid for ecapital costs (depreciation. interest on
debt. return on net equity) associated with that expenditure.

Finance ('ommittee A mendment

The Committee bill will prohibit reimbursement to providers under
the Medicare and Medicaid programs for capital costs associated with
expenditures of £100.000 or more which are specifically determined to
be inconsistent with State or local health facility plans.

Experiments in Prospective Reimbursement and Peer Review

(Section 222)

Problem

Reimbursement on the present reasonable costs basis contains little
incentive to decrease costs or to improve efliciency. and retrospective
cost-finding and nuditing have caused lengthy delays and confusion.
Payment determined on a prospective basis might provide an incentive
to cut costs. However. under prospective payment providers might
press for a rate less favorable to the Government 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 Amendment

The Committee bill instructs the Secretary to experiment with vari-
ous methods of prospective reimbursement. and to report to the Con-
gress with an evaluation of such experiments. In view of its adoption
of the Professional Standards Review amendment. the Committee
deleted the portion of this section nuthorizing peer review
experimentation.
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Limitations on Coverage of Costs

(Section 223)
Problem

Certain institutions may ineur excessive costs, relative to comparable
facilities in the sume area, as a vesult of inefliciengy or “the provision
of amenities in plush surroundings.” Such excessive costs are now re-
imbursed under Medicare.

Finanee Committee Amendment

The Committee bill authorizes the Seeretary to establish limits on
overall direet or indiveet costs which will be recognized as reasonable
for comparable services in comparable facilities in an avea. He may
also establish maximum aceeptable costs in such facilities with respect
to items or groups of services (for example, food costs, or standby
costs). T'he beneficiary is liable for any amounts determined as exces-
sive (except that he may not he charged for excessive amounts in a
facility in which his admitting physician has a divect or indiveet own-
ership interest). The Seeretary is vequired to give publie notice as to
those facilities where beneficinvies may be linble for payment of costs
determined s not “necessary™ to eflicient patient care,

In cases where emergencey eare is involved, however, patients would
not he liable for any differential in costs related to the emergency cave.

Limitation on Prevailing Charge Levels

(Section 221)
Problem

Under the present reasonable charge poliey. Medicare pavs in full
any physician’s charge that falls within the 75th percentile of cus-
tomary charges in an area. However, there is no limit on how much
physicians, in general, ean increase their customary charges from year
to year and thereby increase Medicare payments and costs.

Finance Commitiee Amendment

The Committee bill recognizes as reasonable. for Medicare reim-
bursement purposes only. those charges which fall within the 75th
percentile. Starting in 1973, increases in physicians’ fees allowable for
Medicare purposes. would be limited by a factor which takes into ac-
count increased costs of practice and the increase in earnings levels
in an area.

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

Payment for Physicians’ Services in the Teaching Setting

(Section 227)
Problem
Physicians in private practice are generally reimbursed on a fee-
for-service basis for cave provided to their bona fide private patients.
Difliculties 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 by interns and vesidents under the direction (sometimes
nominal) of an attending physician who is assigned to (but not se-
leeted by) the Medicare patient.

The issue relates to the compensation of the attending physician
often termed the supervisory or teaching physician. ‘The salaries of
interns and residents are now covered in full as a Part .\ hospital cost.
In general, patients were not billed for the services of teaching physi-
cians prior to Medicare and, since Medicare, billings have been essen-
tinlly limited to Medicare and Medicaid patients. The proceeds are
most frequently used to finance and subsidize medical education rather
than being paid directly to the teaching doctor. While charges have
often been billed on a basis comparable to those charged by a private
physician to his private patients the serviees provided are often less.

Finance Committce .\mendment
The Committee bill provides that services of teaching physicians
would be reimbursed on a costs hasis unless:
(.\) The patient is bona fide private or;
(13) The hospital has charged all patients and colleeted from
a majority on a fee-for-service basis.

For donated services of teaching physicians, a salary cost would be
imputed equal to the prorated usual costs of full-time salavied physi-
cians. A ny such payment would be made to a special fund designated
by the medical stail to be used for charitable or edueational purposes.

Advance Approval of ECF and Home Health Coverage

(Section 228)

Problem

Uncertainty about determinations of eligibility for care in an
extended care facility or home health program following hospitaliza-
tion have created major difliculties for intermediaries, institutions
and beneficiaries. The essential problem is in determining whether the
patient is in need of skilled nursing and medieal services or in fact,
needs a lesser level of care. Retroactive claims denials resulting from
determinations that skilled care was not required. while often justified.
have ereated substantial friction and ill will.

Finance Committee .Lmendment

The Committee bill authorizes the Secretary to establish. by diag-
nosis, minimum periods during which the post-hospital patient would
he presumed to be eligible for benefits.

Termination of Payment to Suppliers of Service

(Section 229)
Droblem
Present law does not provide authority for the Secretary to withhold
future payments for services 1endered by an institution or physician
who abuse the program. althongh payments for past claims may be
withheld on an individual basis where the services were not reasonable
or necessary.
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Finance Committee Amendment

The Seeretary would be avthorized to suspend or terminate Medi-
care payments to a provider found to have abused the program.
Further. there would be no Federal participation in Medicaid pay-
ments which might be made subsequently to this provider. Program
review teams would be established in each State to furnish the Secre-
tary with professional advice in discharging this anthority.

Elimination of Requirement That States Move Toward
Comprehensive Medicaid Program

(Section 230)

Problem

‘The Medienid program has been a signifieant burden on State
finances. Nection 1903(¢) of ‘Title 19 requires cach State to show that
it is making efforts in the dirvection of broadening the scope of services
in its Medieaid program and liberalizing eligibility requirements for
medical assistance, These required expansions of Medicaid programs
have been forcing States to either eut back on other programs or to
consider dropping Medicaid. The oviginal date for attainment of those
objectives was 1975, The Finance (‘ommittee. the Senate and the House
approved an amendment in 1969 postponing the date to 1977,

Finance ('ommittee Amendment
The Committee bill would repeal section 1903 (c).

Relationship Between Medicaid and Comprehensive Health
Programs

(Section 240)
Problem

State agencies often cannot make pre-payment arrangement which
might result in more eflicient and cconomical delivery of health
services to Medicaid recipients because such arrangements might
violate present Title 19 requirements that the same range and level of
services be available to all recipients throughout the State.

Finance Committce Amendment

The Committee bill would permit States to waive 1Federal state-
wideness and comparability requirements with approval of the Secre-
tary 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 orgamzation 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
and many facilities have difficulty hiring suflicient qualified personnel.
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At the same time theve ave persons available who do not meet. full
licensing or Medienre edneational vequirements. but who have had
vears of experience and have been granted “waivered™ status (for
example, waivered licensed practieal nurses).

Finance Committee .lmendment

The Committee bill would require the Seeretary to develop and
apply approprinte means of determining the proficieney of health per-
sonnel who are disqualified or vestrieted in responsibility under pres-
ent regulations beenuse of lack of formal training or edueational
requirements,

In order to encourage young people to complete required training.
all health personnel nitinlly Heensed after Dee 3101975 would be
expected to meet otherwise required formal edueational and training
eritering

Penalties for Fraudulent Acts and False Reporting Under
Medicare and Medicaid

(Section 242)
Problem
Present penalty provisions applicable to Medicare do not specifieally
include as frand such practices as kickbacks and bribes, There is no
criminal penalty provision applicable to Medicaid. A dditionally. there
are no lpolmltivs at present 1!m' false reporting with respect to health
and safety conditions in participating institutions,

Finance Commitice Amendment

The Committee bill would establish penalties for soliciting, offering
or accepting bribes or kickbacks. or for concealing events affecting a
lwrsnn‘s rights to benefits with intent to defraud. or for converting
enefit payments to improper use, of up to one year's imprisonment
and a £10.000 fine or both, Concealing knowledge of events affecting
a person’s right to benefits with intent to defraud. and converting
benefits to improper use would also be a Federal erime subject to the
same penalty. Additionally. the bill establishes false reporting of a
material fact as to conditions or operations of a health care facility as
a misdemeanor subject to up to 6 months’ imprisonment. a fine of
£2,000. or both.

Prosthetic Lenses Furnished by Optometrists Under Part B
(Section 264)

-

Problem

Medicare will pay for prosthetic lenses furnished by an optometrist.
provided that the medical necessity for such lenses has been deter-
mined 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
optometrist. Moreover. because the physician who furnishes the order
is generally an opthalmologist. the requirement may serve to encour-
age patients to use an ophthalmologist in preference to an optometrist.
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Finance Committee Amendment

The Committee bill provides that, for the purposes of the medieare
program, an optometrist be recognized as a “physician™ under see-
tion 1nGI(r) of the Aet, but only with 1espeet to establishing the
medieal necessity of prosthetie lenses for medicare beneficiavies, An
optometrist wonld not be recognized as a “physician™ for any other
purposes under medicare and no additional serviees performed by
optometiists would be covere 1 by the proposal,

2. PROVISIONS OF HOUSE BILL SUBSTANTIALLY MODIFIED BY
COMMITTEE

Failure by States To Undertake Required Institutional Care
Review Activities

(Section 207)

Problem

Both the General Aecounting Oflice and the HHEW Nudit Ageney
have found substantinl unnecessary and overutilization of costly insti-
tutional eare under Medieaid, aecompanied by insuflicient usage of
less costly alternative out-of-institution health care, There is no pro-
vision in present law wlich places afliemative responsibility upon
States to assure proper patient placement. As a practien]l matter, the
Department of HEW has seldom if ever, recovered from a State
amounts improperly spent for non-covered eare or serviees.

House Iill

1. Unless a State can make a showing satisfactory to the Sceretary
that the State has an effeetive program of control over the utilization
of nursing home care, effective January 1. 1973, the House bill provides
for a one-third reduetion in the Federal Medicaid matching share
for stays in a fiseal year which exceed 60 days in a skilled nursing
home.

2. Federal matching would be available. in any year. for only: ()
60 days of care in a general or ‘T'B hospital. and (b) 90 days in a
mental hospital (except that an additional 30 days would be allowed
in a mental hospital if the State shows that the patient will benefit).
There would be no Federal matehing for eare in a mental hospital
beyond 120 days in any year. In addition, there would be no Federal
matching for care in a mental hospital after 365 days of such care
during a patient’s lifetime.

3. The Housge bill would alo provide for an inerease of 25 (up to
a maximum of 93¢¢) in the Fedoral Medicaid matehing formula for
amounts paid by States under contracts with Health Maintenanee
Organizations or other comprehensive health eare facilities.

4. The bill would provide authority for the Seeretary to assure that
average Statewide reimbursement for intermediate care in a State is
reasonably lower than average payments for higher level skilled nurs-
ing home care in that State.

Finance Committee ("hanges

L In addition to the utilization review requirement. States must
also conduet the independent professional nudits of patients as required
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by present lnw which are intended to assure that the patient is getting
tha right care in the right place.

2. Where a State makes a satisfactory showing to the Seeretary
that it has an effective program of control over the utilization of hos-
pital and mental hospital eie: (a) the 60-day limitation in general
and ‘I'B hospitals, and (b) the 90-day or 120-day annual limitation
and the 365-day lifetime limitation on care in mental hospitals, would
not apply. H proper procedures assare that the patient needs the eare
and is benefiting from it, it seemed inappropriate to ent off’ Federal
matching utilizing arbiteavy limitations.

3. The Committee deleted the Touse provision ealling for a 25%
incrense in matching for amounts paid to HMO's, since if HMO's
deliver services more efliciently, and economically. it would be in the
States” interest to deal with TIMO’s without an inerease in matching,

4. Intermediate care services would also be subject to a reduction in
Federal matehing after 60 daye, unless the State provides satisfactory
assurance that required review is being undertaken. This appeared
appropriate in view of the shift of intermediate care to Medieaid in
legislation enancted subsequent to Honse consideration of ILR, 1.

5. Iinally, the Seeretary’s validation of State utilization controls
would be made on site in the States and such findings would be a mat-
ter of public vecord. The purpose here is to assure actual—rather than
paper—compliance with the proposed statutory requirements.

Cost Sharing Under Medicaid
(Section 208)

Problem

Under present law, States may require payment by the medieally
indigent of premiums, deductibles and co-payment amounts with
respect to Medicaid services provided them but such amounts must be
“reasonably related to the recipient’s income.™ However, States can-
not require cash assistance recipients to pay any deduetibles or co-
payments,

House Bill

This seetion contains 3 provisions:

1. It requires States which cover the medically indigent to impose
monthly premium charges. The premium would be graduated by
income in accordance with standards preseribed by the Seeretary and
details regarding the operation of the premium would be left to the
Seeretary’s discretion. The House Committee report indicates that
it would be expected that premiums would be fixed on a state-hy-state
bagis at whatever level would be required to result in a savings under
the medically indigent program of approximately 6 percent,

2. States could. at their option, require payment by the medieally-
indigent of deductibles and co-payment amounts which would not
have to vary by level of income,

3. With respect to cash assistance recipients, nominal deductible an
co-pnyment requirements. while prohibited for the six mandatory
services required under Federal law (inpatient hospital services: out-
patient hospital services: other X-ray and laboratory services: skilled
nmursing home services: physicians'services: and home health services).
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would be permitted with respeet to optional Medicaid services such
as prescribed drugs, hearing aids, ete,

Finance (ommittee changes

The provision would be moditied by the Committee bill as follows:

L. 'The House bill permits States to impose co-pnyments and de-
ductibles on the medically-indigent. ‘The change limits such amounts
to co-payments on patient-initiated elective services only. such as the
initinl oflice visits to physicians and dentists.

2. The House I)il{ also allows States to impose co-pnyments and
deductibles on the indigent for optional Medicaid services, The com-
mittee deleted this provision. as the savings ($5 million) would most
probably be exceeded by the administrative costs,

Mandatory Medicaid Deductible for Families With Earnings

(Section 209)
D’roblem

Under present law, AFDC families with earnings can. at a certain
carnings point lose eligibility for Medicaid. This has been called the
“Medicaid Notch™. This notch is believed to act as a potential work
disincentive, since at a certain income level a family may precipi-
tously lose Medicaid eligibility if it hasadditional earnings,

Ilouse Bill

Section 209 would remove this “notch” by requiring AIFDC families
with earnings to pay a Medicaid deductible, 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 enrnings 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 for Medicaid.
every dollar of a 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 ‘)ay the deductible until his retained earn-
ings exceeded the difference between a State’s cash assistance level and
its medically indigent level. .\t this point, however, his Medicaid
deductible would 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 as 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 Noteh™
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 a premium of 20 percent. of income in excess of
$2,400 unnual‘y (excluding work bonus amounts). \dditionally, other
families participating in the Work Program (see Title IV) which
are otherwise ineligible for Medicaid in a State could also vol-
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“untarily eleet to participate by paying a premium of 20 percent of
income (excluding work honus) above $2400, Costs of coverage for
those families on a premium basis would be subsidized by the Federal
Government to the extent premium income did not cover the costs of
henefits for those families.

The Committee retained that portion of Section 209 of the ITouse bill
which gives States the option of covering under Medicaid aged, blind
and disabled persons made newly eligible as a result of the increases in
payment levels to these persons proposed by the Committee,

Medicare Benefits for Border Residents

(Section 211)

DProblem

At present] coverage for cave in a foreign hospital near the U.S,
border is available only where an emergency oceurs within the United
States and where the foreigm institution is the closest adequate facility.
This limitation creates difliculty in securing necessary non-emergency
care by border residents who ordinarily do and would use the nearest
hospital suited to their medical needs, which may be a foreign hospital.

Ilouse Bill

Authorizes use of a foreign hospital by a U.S. resident. where such
hospital was closer to his residence or more aceessible than the nearest
suitable United States hospital. Such hospitals must be approved
under an appropriate hospital approval program.

In addition, the provision authorizes Part I3 payments for neces-
sary physicians’ services furnished in conjunction with such hospitali-
zation.

Finance Committee ("hanges .

The Committee approved the House provisions: it also authorized
Medicare payments for emergency hospital and physician services
needed by beneficiaries in 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 cflicient and economical than the medical care
community at large.

Medicare does not envrently pay these comprehensive programs on
an incentive capitation basis. and consequently any financial incentives
to economical operation in such programs have not been incorporated
in Medicare.

Two areas of potential concern avise in dealing with HHMO's. The
first area of concern involves the quality of care which the TIMOs
will deliver. Most existing large HMOs provide care which is gen-
erally accepted as being as of professionnl quality. However, if the
Government. begins on a widespread basis, to pay a set sum in advance
to an organization in return for the delivery of all necessary care to

79-184 0 - 12 -3
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a group of people, there must be effective means of assuring that such
organizations will not he tempted to eut corners on the quality of their
care (e.g., by using marginal facilities or by not providing necessary
care and services) in order to maximize their return or “profit.” Under
present reimbursement arrangements, althongh there may be no in-
centive for viliciency, neither is there an incentive to profit through
underservicing and other corner-cutting,

The second problem area involves the reimbursement of TIMO's,
If an HMO were to enroll velntively good risks (i.e.. the younger and
healthier Medieare beneficiarvies), pavment to that organization in
relation to average per capita non-HMO costs—withont acenrate actu-
avial adjustments—could vesult in lavge “windfalls™ for the MO, as
the current costs of eaving for these beneficinvies might turn out to be
much less than Medieare's nverage per eapita costs, Additionally, ceil-
ings on windfalls might he evaded beeanse an TIMO coneeivably could
inflate charges to it by related orgnnizations thereby maximizing profits
throngh exaggerated benefit costs.

It may not always be possible to detect and eliminate sneh windfalls
through actuarial adjustment. Further, onee a valid base veimburse-
ment rate is determined, an issne remains as to the extent to which the
II.\[I(I)\.Iazl)ld the Government should share in any savings achieved by
an IMO.

House Bill

The Touse bill authorizes Medicare to make a single combined Patt
A and B payment, prospectively on a eapitation basis. to a “Healtn
Maintenance Ovganization,”™ which would agree to provide earve to n
group not more than one-half of whom are Medicare beneliciavies
who freely choose this arrangement. Such pnyments may not exceed
25 percent of present Parts .\ and B per capita costs in a given geo-
aranhic area,

The Seeretary could make these arrangements with existing pre-
paid groups and foundations, and with anv new organization which
meets the broadly defined term “Health Maintenanee Ovganization.™

Finance Committee Changes

Agrecing with the desirability of authorizing reasonable per capita
payments to organizations which have demonstrated a capacity to pro-
vide quality health eare, and recognizing the above problems, the Com-
mittee authorized the following approach as a maodification of the
HMOQO provision in the house bill :

ELIGIBILITY FOR INCENTIVE REIMBURSEMENT

The Seeretary wonld be authorized to contract on an incentive
capitation basis for Medicare services with substantial, established
HMO's: (1) with reasonable standards for quality of care at least
equivalent to standards prevailing in the TIMO's area. and which can
be adequately monitored, and (2) which have suflicient operating his-
tory and suflicient enrollment to provide an adequate basis for evaluat-
ing their ability to provide appropriate health eare services and for
establishing a combined Part \-Part BB capitation rate.
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(IENERAL REQUIREMENTS

Such reimbursement. would e authorized for TTMOs which: (1)
have been in operation for at least two vears, and (2) have a minimum
of 25,000 enrollees. not more than one-half of whom are age G5 or over,

Faception

The Seeretary would be aunthorized to make exceptions to the mini-
mum enrollment vequirement in the ease of 11VMOs in smaller com-
munities or sparsely populated areas which had demonstrated through
at least 3 years of successful operation, capacity to provide health
care services of proper quality on a prepaid basis and which have at
least 5,000 members,

REIMBURSEMENT

The combined Part \-Part B per capita payment would be deter-
mined and administered as follows:

L. An eligible TIMO approved by the Seeretary for per capita re-
imbursement wonld submit. at least 90 days prior to the beginning of
a prospective Medicare contract year. an operating costs and enroll-
ment foreeast, On the basis of the estimate and available information
regarvding Medicare costs in the TIMO's area, the TIMO and the Seere-
tary would arrvive at an interim per capita veimbursement rate, ‘The
rate would reflect estimated costs of the TIMO for its envolled populu-
tion but might not exceed 100 pereent of the estimated “adjusted aver-
age pereapita cost™ (as defined below).

2.\t the beginning of the contract period, the MO would be
paid monthly, in advance, the interim per capitn prepayment for
the Medicare heneficiarvies actually envolled. ‘The TIMO would submit
interim cost estimates on a quarterly basis and the interim payment
could be adjusted as indieated in such estimates, subject however to
the limitations <et forth helow,

3. The TIMO would submit, annually, independently certified finan-
cial statements, ineluding certified costs statements allocating TTMO
operating costs to the Medicare population in proportion to utilization
of TIMO resources. Alacations may use statistical. demographie and
utilization data collection and analysis methods acceptable to the Sce-
retary in licu of fee-forservice or cost-per-service methads in the case
of an HIMO which does not operate on a fee-for-service basis. Such
statements would he developed in accordance with Medicare account-
ing principles but not necessarily on the basis of actual ease-hy-case
patient services. A1 TTMO’s would be subject to audit in accordance
with the selective audit procedures of the Bureau of Health Inswrance
and would also be subject to audit and veview by the Comptroller
General (and the Inspeetor General for THealth Care administration).

4, The Secretary would retroactively determine on an actuarial
basis what the per capita costs for Part '\ and Part B services for the
HMOs" Medicare population would have been if the population had
been served through other health care arrangements in the same gen-
eral area and not enrolled in the IIMO. That is to say there would be a
caleulation. on the basis of experience in the same or similar geo.
graphical areas, of the cost for the non-TIMO group of similar size, age
distribution, sex. race. institutional status, disability status, cost experi-
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ence for the Medicare contraet vear in question, and other factors
deemed by the actuaries to be vefevant and material such as unusual
usage of low-cost hospitals and non-usage of specinlists, This ligure
defined as “adjusted average per capita cost™ wounld be determined
as promptly as practieal after the end of a contract period. Many of
the diflicultics and uncertainties of previously suggested methods of
rate determination ave minimized or eliminated by making this deter-
mination after the fact, FFor example. the makeup of the enrolled
population and Medieare cost experiences—within and outside of the
IHMO—would be known. rather than mevely estimated.

5, If the TIMO's costs for the types of expenses reimbursable under
medienre are less than the adjusted average per eapita cost the differ-
ence, ealled “net savings™ would be divided and alloeated as follows:

Savings between 90 pereent and 100 pereent would be divided
equally tolwoon the Government and the HMO, Savings bet ween
80 pereent and 90 percent would be divided 75 pereent to the
Government and 25 pereent to the TIMO, Savings helow the 80
percent level wonld be allocated entively to the Government.

"Thus, assuming an HMO operated at 80 pereent of adjusted average
per eapita costs, it would receive a share equal to 7145 pereent of the
adjusted average per capita costs and the Government would retain
1214 percent of those costs,

6. .\t the option of the TTMO. it could apply any amount of its
share of the saving toward improved ben-‘its. reduced supplemental
preminm rates, or other advantages for beneficiavics or retain the
money. [t could not, however, make cash refunds to beneficiaries.

7. If. on the other hand, MO costs exceed adjusted average per
capita costs, the “excess costs” would be allocated between the gov-
ermment. and the HMO in the following manner:

Any amount of excess between 100 percent and 110 perecent
would be divided equally between the Government and the TTMO.
Ixeess costs between 110 pereent and 120 percent would be borne
25 pereent by the TIMO and 75 peveent by the Government. Costs
in excess of 120 pereent wonld be horne entirely by the Govern-
ment. Any losses ineurred would earry forward and be vecovered.
proportionally. by the TIMO and the Government in the future,
Any losses by the Government wonld have to be recovered in full
hefore any “savings™ could be paid to an HMO in future years,

Reductions in Care and Services Under Medicaid Program

(Section 231)
Problem

The Medieaid program has been a significant burden on State
finances. In an effort to reduce financial pressure upon States, Section
1902(d) of Title 19 provides that a State may reduce the range, dura-
tion or frequeney of the services it provides under its Medicaid
program. but it cannot reduce its aggregate expenditures for Medieaid
from one year to the next, This maintenance of effort. requirement has
forced a few States to either cut back on other programs or to con-
sider dropping Medicaid.



House Rill

The THouse hill provides for a continunnee of the maintenanee of
effort elause with respect to the six mandatory health eare services.
The provision wonld, however, nmend section 1902(d) by restricting
the maintenanee of eflort eguivement to those six basie serviees, The
State would be able 1o modify the scope, extent and expenditures for
optional rervices provided. such as dimgs, dental eare and eveglasses.
Finance Commitice Changes

The Committee substituted for the House provision an amendment
repealing Section 1902(d)-—entirely, This action is consistent with
Committee and Senate action on LR, 17550 in 1970,

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

(Section 235)

DProblem

Many States do not have effective elaims administration or properly
designed information storage and retrieval systems for their Medicaid
programs and do not possess the financial and technieal resourees to
develop them, Their reconrse today is to contract with private com-
puanies for their data processing,
IHouse I}ill

1. Authorizes 90 pereent Federal matehing payments toward the cost
of designing. developing and installing mechanized elaims processing
and information retrieval svstems deemed necessary by the Seeretary.
The Federal government would assist States with technieal advice
and development of model systems, Federal matching at 75 percent
would be provided toward the costs of operating such systems.

2. Authorizes 9067 matching for 2 yvears (up to a total of $150,000
annually) for the development of cost determination systems for State-
owned general hospitals.

Finance Committee ("hanges

The Committee deleted the first part of the House provision retain-
ing. however, the part authovizing funds for cost-determination
systems,

Provider Reimbursement Review Board

(Section 243)
Problem
Under present law, there is no specifie provision for an appeal by a
provider of services of a fiseal intermediary’s final reasonable cost
determination, althongh administrative procedures exist to assist pro-
viders and intermediaries to reach reasonable settlement on disputed
items.

House Bill

The House il establishes a Provider Reimbursement Review Board
to consider disputes hetween a provider and intermediary where the
amount at issue is $10.000 or more and where the provider has filed
a timely cost report. Decisions of the Review Board would be final
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unless the Seeretary reversed the Board's decision within 60 days. If
such a reversal océms the provider wonld have the right to obtain
judicial 1eview,

The Houe provision is similar to a Senate amendment to TLR.
17530 in 1970, The House did not inelude those portions of the earlier
Senate amendment which would allow providers, as a group. to appeal
aggregate amounts of $10,000 on a common issue: and which would
allow appeals to the Board by a provider where the intermediary
fails to make timely final costs determinations.

Finance Committee (Changes

The Committee substituted the 1970 Senate langunge and added
langmnge requiring the Seeretary to report to the legislative committees
at the end o} the first year of operation of the provision concerning its
capacity to function eflectively and equitably as well as any suggestions
he might have forimprovement of the process,

I’hysical‘ Therapy Services and Other Services Under Medicare

(Section 251)
Problem

Physical therapy is presently covered as an inpatient service, and as
an outpatient serviee when furnished through a participating facility
or home health ageney. Services cannot be provided in a therapist’s
oflice,

An additional problem relating to physical therapy is that a patient
can exhaust his inpatient benefits un(‘ continue to receive payment for
treatment only if the facility can arrange with another facility to
furnish the therapy as an outpatient. service, For example, a hospital-
izedd patient wonld receive necessary physical therapy as n Part .\
benefit during his 90 days of coverage. But. if his hospital stay exceeded
90 days, he wonld be required to secure such services nnder Part B from
a Home Health Agenev—even though the hospital. itself. was capable
of providing the needed therapy conveniently.

Another problem is the rapidly inereasing cost of physical therapy
serviees and findings of abuse of the henelit,
llouse Bill

The House bill would inelude as covered services under Part B,
physical therapy provided in the therapist’s oflice under such licensing
as the Seeretary may require and pursuant to a physician’s written
plan of treatment.

It would also anthorize a hospital or extended eare facility to pro-
vide outpatient physical therapy services to its inpatients. so that an
inpatient conld conveniently receive his Part B henefits after his inpa-
tient benefits have expired.

Finally. it would control physical therapy costs by limiting total
pavments in one year for services by an indcpendent practitioner in his
oftice or the patient’s home to $100, and by hmiting reimbursement for
sorvices provided by phys<ical and other therapists in an institutional
?('ttjllg to a reasonable salary-related basis rather than fee-fos-cervice
»asis.
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Finance Committee Changes

The Committee modified the House provision by adopting language
to assure that factors, such as travel time, be included in the caleula-
tion of salary-related reimbursement and deleting the provision that
would have established a new and separate benefit of up to $100 an-
nually for services provided by an independent physivul therapist in
his office or in a patient’s home,

Additionally. the Committee will include in its Report instructions
to the Sceeretary designed to assure that reasonable arrangements may
be undertaken in rural and smaller population eenters to enhanee
availability of physical therapy in those nreas.

Waiver of Registered Nurse in Rural Skilled Nursing Facility

(Section 267)
Problem
There are some rural nusing homes which cun obtain a registered
nurse to work one shift 5 days a week, but which are unable to obtain
the services of an additional registered nurse to work on the other
2 days, generally the weekend,

House Bill

The House bill would allow a complete waiver of the requirement
for a registered nurse in a raml nsing home, if there is no other
skilled nnrsing home in the area to meet patient needs. Under the
bill n skilled nursing home could function withont. any skilled nurse
at all.

Finance (‘fommittee ('hanges

‘The Committee madificd the provision granting waivers for
certain rural skilled musing facilities which arve unable to assure the
presence of a full-time registered nurse in such facilities 7 davs a week.
The Committee modifieation would allow a rural skilled nursing home.
which has one full-time registered nurse and is making good faith ef-
forts to obtain another, a special waiver of the nursing requirement
with respeet to not more than two shift<. such as over a weekend.
This special waiver would be authorized if the facility had only pa-
tients whose physicians indicated that each such patient could be
without a registered nurse’s services for a 48-hour period. If the facil-
ity had any patients for whom physicians had indicated a need for daily
skilled nursing services, the facility would have to make arrangements
for n registered nurse or a physician to spend such time as was neces-
sary at the facility on the uncovered day to provide the skilled serv-
ices needed.

Problem

_ Chiropractors are not currently eligible to puiticipate as physicians
in the Medicare program.

House Bill

The House Bill calls for a study regarding the coverage of
chiropractors.

Coverage of Chiropractic Services
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Finance Committee ("hanges

The Committee on Finance deleted the study of chivopractie serv-
ices called for in the House hill and substituted a provision providing
for the coverage under Medieare of services involving treatment by
means of manunl manipulation of the spine by a licensed chiropractor
who meets certain minmmum standards established by the Seeretary of
Health, Edueation, and Welfare, The same limitations on chiro-
practic services applieable to Medieare wonld also pertain to States
providing such cave qmder Medienid.

3. NEW PROVISIONS ADDED BY THE FINANCE COMMITTEE

Establishment of Professional Standards Review Organizations

Problem

There are substantinl indieations that a significant amount of health
services paid for by Medicare and Medicaid are in excess of those
which would be found to be medically necessary under appropriate
professional standards. FFurthermore, 1t some instances services pro-
vided ave of unsatisfactory professional quality,

.-

Finanee Committee N\ mendment

The Committee provided for the establishment of Professional
Standards Review Organizations sponsored by organizations repre-
senting substantinl numbers of practicing physicians (usually 300 or
more) in loeal areas to assume responsibility for comprehensive and
ongoing review of services covered under the Medicare and Medicaid
programs. The purpose of the amendment would be to assure proper
utilization of carve and services provided in Medicare and Medieaid
utilizing u formal professional mechanism representing the broadest
possible cross-section of practicing physicians in an area, A ppropriate
safeguards are ineluded so as to adequately provide for protection
of the public interest and to prevent pro forma assumption in
carrving out of the important review activities in the two highly ex-
pensive programs. The amendment provides discretion for recogni-
tion of and use by the PSRO of effective utilization review committecs
in hospitals and medical organizations.

Coverage of Drugs Under Medicare

Problem

‘The costs of outpatient preseription drugs represent a major item
of medieal expense for many older people, especially for those suffer-
ing from chronic and serious illness conditions. The costs of such drugs
are not presently covered under the Medieare program.
Finance Committee Amendment

The Committee amended Part A\ of Medieare to cover the
costs of certain specified drugs, purchased on an outpatient basis. which
are necessary in the treatment of the most common, erippling or life-
threatening chronie disease conditions of the aged. Beneficiaries would
pay $1 toward the cost of cach preseribed drug included in the reason-
able cost range for the drug involved.

The amendment would cover specific drugs used in the treatment
of the following conditions: arthritis. cancer. chronic cardiovascular
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discase, chronie kidney disease, chronic respiratory disease, diabetes.
gout, glaucoma. high blood pressure, rheumatism. thyroid disease and
tuberenlosis. ‘The amendment would limit reimbursement to certain
drae wsed in the trestment of these conditions, For example, people
with chronie heart discase often use digitalis drugs to strengthen their
heartheat, anticongmlant dings to reduee the danger of blood clots and
drugs to lower their blood pressure. These types of drugs would be
covered under the amendment as they are necessary in the treatient
of the henrt condition and they are not types of drngs which would be
used by people withont heart conditions.

Other druges which might be used by those with chronie heart con-
ditions (such ns sedatives. tranguilizers and vitamins) would not be
covered as they are drugs which are generally less expensive, less
eritical in treatment and much more diflicult to handle administra-
tively, as many patients without chronie heart disense may also utilize
these types of medieations,

The major provisions of the nmendment ave:

Eligibility.—Medicare beneficinrvies with one or more of the follow-
ing conditions;

Diabetes,

High blood pressure,

Chronie cardiovascular disease.
Chronic respirntory disease,
Chronic kidney disease.
Arthritis, gout and rheumatism.
Tuberculosis.

Glaucoma,

Thyroid disease.

Cancer,

Benefits.—Would include those drugs:

Necessary over a prolonged period of time for treatment of the
above conditions:
_Generally subject to use only by those with the above condi-
tions.

This recommendation would exelude drugs not requiring a phy-
sician’s prescription (except for insulin). drugs such as antibiotics
which are generally used only for a short period of time, and drugs
such as tranquilizers and sedatives which may be used by eligible
beneficinries but also hy many other persons.

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

THERAPEUTIC CATEGORY AND DRUG ENTITY

Adrenocorticoids (e.g.. Cortisone. Dexamethasone. Hydrocortisone.
Prednisone)

Anti-arrhythmices (e.g., Quinidine)

Anti-coagulants (e.g.. Dicumarol)

Anti-hypertensives (e.g., Reserpine)

Anti-neoplastics (e.g.. Cyclophosphamide. Flourouracil, Mereapto-
purine, Methotrexate, Vineristine)

Anti-rheumatices (e.g., Phenylbutazone)

Bronchial dialators (e.g., Isoproterenol)

Cardiotonies (e.g.. Digitoxin, Digoxin)
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Coronary vasodilators (c.g.. Nitroglycerin)
Dinretics (e.g.. Hydrochlorothiazide)

Gout. suppressants (e.g.. Colehicine)
ITypoglyeemies (e.ge.. Insulin)

Mioties (c.g.. Philocarpine)

Thyroid hormones (e.g.. Thyroid)
Tubereulostaties (e.g.. Aminosalieylute, Isoninzid)

Reimburse ment and ('ost Controls—The amendment would utilize a
reasonable charge veimbursement method, and would incorporate a
formulary appronch. The formulary established could inelude only
drug entities in eategories specified ahove, Participating pharmacies
would file cither their usual and customary markups or professional
fea schedules as of June 1, 1972, which would then he applied to the
estimated acquisition cost of the deag product. The usunl and cus-
tomary churge, including mark-up or professionnl fee. for purposes
of program payments and allowanees, conld not exceed the Tith per-
centile of eharges by comparable vendors in an avea for similar quan-
tities of the dosage form of the drag, Outpatient drugs dispensed by a
participating hospital or extended eave facility wonld be reimbursed
on the regular Part .\ Medicare costs basis, Inereases in prevailing
mark-ups or fees would he limited in a fashion essentially parallel to
that applicable to physicians® fees,

Finaneing.—Part \ Medienre payroll tax,

("ost.—3700 million with a §1 co-pavment per preseription, There
would be an oflsetting reduction in Federal-State Medicaid costs of
$100 million as a result of this Medicare drug coverage.

Inspector General for Medicare and Medicaid

Problem

There is, at present. no independent reviewing mechanism charged
with specific responsibility for ongoing and continuing review of
Medicare and Medicaid in terms of the cflicieney and effeetiveness of
program operations and compliance with Congressional intent. While
HEW's Audit Ageney and the General Accounting Oflice have done
helpful work, there is a need for day-to-day monitoring conducted
at a level which can promptly call the attention of the Seeretary and
the Congress to important problems and which has authority to
remedy some of those problems in timely, eflective and responsible
fashion.

Finance Committee Amendment

Under the amendment, an Office of Inspector General for Health
Administration would be established within the Department of Iealth
Education, and Welfare. The Inspector General would be appointed
by the President, would report to the Seceretary, and would be re-
sponsible for reviewing and auditing the Social Security health pro-
grams on a continuing and compichensive basis to determine their
eficiency. economy. and consonance with the Statute and Congressional
intent.

The Inspector General would be authorized to issue an order of
suspension of a formal regulation. practice, or procedure which he
found inconsistent with the law or legislative intent. Generally speak-
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ing, such suspension would hecome effective not less than 30 days after
issnance unless specifically countermanded by the Secretary of ITEW.
["pon issuance o" an order of suspension the Inspector General would
be required to immediately advise the committees on Finance and
Wavs and Means as to the findings and basis for the order. If the
Seeretary countermands, he too would be required to immediately
advise the legislative committees as to the reasons for his action.
Thus, a serious issue involving a question concerning Congressional
intent would he placed before the committees having jurisdiction in
orderly and delineated fashion.

Medicaid Coverage of Mentally Ill Children

Problem

Present. law limits reimbursement under Medicaid for cave of the
mentally ill to those otherwise eligible individuals who are 65 years of
ago or older,

Finance Committec Amendment

The Committee bill would authorize coverage of inpatient care in
mental institutions for Medicaid eligibles under age 21, provided that
the care consists of a program of active treatment. that it is provided
in an aceredited medieal institution, nnd that the State maintains its
own level of fiscal expenditures for eave of the mentally ill under 21.

The amendment also provided for demonstration projects of the
potentinl benefits of extending Medicaid mental hospital coverage to
mentally ill persons between the ages of 21 and 65.

Public Disclosure of Information Regarding Deficiencies

Problem

Physicians and the publie are currently unaware as to which hos-
pitals. extended earve facilities. skilled nursing home and intermediate
care facilities have deficiencies and which facilities fully meet. the
statutory and regulatory requirements. This operates to discourage
the direction of physician. patient, and publie concern toward deficient
facilities. which might encourage them to upgrade the quality of care
they provide to proper levels.

Finance Committee Amendment

The Committee added to the House bill a provision under which the
Secretary of ITealth. Edueation and Welfare would be required to
make reports of an institution’s significant deficiencies or the absence
thereof (such as deficiencies in the areas of stafling, fire safety, and
sanitation) a matter of public record readily and generally available
at social security district oflices. Following completion of a survey of
a health eave facility or organization. these portions of the survey re-
lating to statutory requirements as well as those additional significant
survey aspects requived by regulation relating to the capacity of the
facility to provide proper care in a safe setting would be matters of
public record. In the case of Medicare. such information would be
available for inspection within 90 days of completion of the survey
upon request in Social Security District Oflices, and, in the case of
Medicaid. the information would be available in local Welfare offices.
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Extended Care IFacilities—Skilled Nursing Facilities

Problem

Nerious problems have arvisen with vespeet to the <skillgd, nursing
home benefit under medieaid and the extendedeare henelit under
medicare.

In the ease of medienre, the definition of eligibilitv has been ex-
tremely diflienlt to apply objectively and, consequently, has led to
grent dissatisfaction on the part of patients, providers and practi-
tioners, resulting in many facilities” vefusal to participate in medieare
and widespread retronetive denial of benefits,

Medicaid has its own set of problems with vespeet to skilled nursing
home eare, ‘These inelude, according to the General Aecounting Oflice
and the HEW Audit Ageney. widespread inapproprinte placement
of patients in skilled musing homes who move properly belong in
other institutionnl settings—such as intermediate eare facilities—-and
widespread noncompliance with requived standavds, Tt appears ditli-
cult to insist that u skilled nursing facility meet all necessary stand-
ards withont, at the same time, assuving that reimbursement is equi-
table for necessary cave in the proper setting. In general. that is not
the case today. The Comptroller General and others have reported
on the often treational payment mechanisms developed and utilized
by many States in reimbwrsing for nursing home eare. On an ngyre-
grate basis, it appears that nursing homes arve not underpaid. However,
beeause of the arbitravy payment structures in many States, in all
probability, many facilities are being overpaid for the eave they pro-
vide while others are being underpaid.

Finanee Committee Amendments

a. Conforming Standards for IFxtended Cave and Shilled Nursing
Home Facilities.—The Committee bill would establish a single defini-
tion and set of standards for extended cave facilities under Medieme
and skilled nursing homes under Medieaid. ‘The provision ereates a
single category of “skilled musing facilities™ \\-hi(-‘n would be eligible
to parvticipate in bhoth health cave programs. A “skilled nursing
facility™ would be defined as an institution meeting the present defi-
nition of an extended earve facility and which also satisfies certain
other Medicaid requirements set forth in the Socinl Seenrity Aet.
These changes are intended to reduce duplieative activity and ved-tape.

b. “Level of Care” Requirements for Fatended (‘ure—'To muke
the Medieare extended-care benefit more equitable and suitable to the
post-hospital needs of older citizens, as well as to avoid the prohlem
of retroactive deninls of coverage which have nlagued Medieare pa-
tients and facilities, the Committee bill would change the level of care
requirements with respect to entitlement for extended care benefits
under Medicare. Present law would be amended to authorize skilled
care benefits for individuals in need of “skilled musing eare and/or
skilled vehabilitation services on a dailv basis in a skilled nursing
facility which it is prictical to provide only on an inpatient basis.”
Medicare coverage would also continue during short-term periods (e.g.
a day or two) when no skilled services were actually provided but
when discharge from a skilled facility for such brief period was neither
desirable nor practical.
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¢. 1y-Day Transfer Requirement for Fatended Carve Benefits.—
Under existing law, Medicare beneficiaries ave entitled to extended
care benefits only if they are transferred to an extended care facility
within 14 days following discharge from a hospital, ‘The Committee
modified this with rvespeet to certain patients. .An interval of more
than 14 days would be authorized for patients whose conditions did
not permit immediate provision of skilled services within the 14-day
limitation (e.g.. patients with fractured hips whose fractures have not
mended to the point where physical therapy and vestorative musing
can be utilized). .An extension not. to exceed 2 weeks beyond the 14
days would also be authorized in those instances where an admission
to an ECF is prevented heeause of the non-availability of appro-
priate bed space in facilities ordinarily utilized by patients in a
geographic dren,

d. Reimbursement Rates for (C'arve in Skilled Nwrsing Facilitics.—
The Committee added a provision amending Title 19 to require
States, by July 1. 1974 to reimburse skilled nursing and inter-
mediate care facilities on a reasonable cost-related basis, using accept-
able cost-finding techniques and methods approved and validated by
the Seeretary of HEW, Cost veimbursement methods which the See-
retary found to be acceptable for a State’s Medieaid program would be
adapted. with appropriate adjustments. for purposes of Medieare
skilled nursing facility reimbursement in that State,

c. Skilled Nursing Facility Certification Proccdures—The Com-
mittee also added a provision under which the Sceretary of 1TIEW
would decide whether a facility qualifies to participate as a “skilled
nursing facility™ in both the Medicare and Medieaid programs. The
Secretary would make that determination., based prineinally upon the
appropriate State health ageney evaluation of the facilities. .\ State
could. for good cause. decline to nccept as a participant in the Medic-
aid program a facility certified by the Sceeretary but could not over-
rule the Seeretary and receive Federal Medieaid matching funds for
any institution not approved by the Seeretarv. The Committee also
incorporated into the amendment proposals of the President regard-
ing full Federal financing of skilled nursing facility and intermediate
care facility survey and inspection costs attributable to the Medicare
and Medicaid program and the training of additional Federal and
State nursing facility inspection personnel.

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 a previously hospitalized medicare beneficiary
to need services other than those covered under the program. .\ bene-
ficiary who is discharged 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 Committee Amendment

The Committee authorized the Seeretary of HEW 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

)
“
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terminally-ill patients but who are unable to maintain themselves at
home withont some sort of additional assistance, The experiments and
demonstration projects could include (1) making Medienre payment
for ench day n} eave provided in an intermediate eare facility. eount
ns one covered day of skilled nursing facility enve, if the enre was for
the condition for which the person wag hospitalized. (2) covering the
services of homemakers, where institutional services are not needed.
Such experiments would be aimed at determining whether such cover-
age could effectively lower long-range costs by postponing or preciud-
ing the need for higher cost institutional eare or by shortening the pe-
riod of such care, nnd ascertaining what eligibility rules may he ap-
proprinte and the resultart costs of application of various eligibility
requirements. if the projeet suggests that extension of such coverage
generally. would e desivable,

Physicians’ Assistants
Droblem

Over the past few years.n number of programs have been developed
to train physicians’ assistants, ‘These assistants are seen as a way to
extend the physician’s produetivity and to bring eare to many who
would otherwise not receive it, W is enrrently supporting the
training of these physicians’ assistants. ‘There are some 100 experi-
mental training progeams for physician assictants and nurse practi-
tioners, Inch of these, however. is strnctured differently. reflecting the
Inck of agreement among professionals on the experience and eduea-
tion that should he required of training program applicants, the con-
tent of the programs, or the responsibilities and surcr\'isiou that are
appropriate  for their graduates. These unresolved issues have
prompted the Ameriean Medieal Association. the American Iospital
Association, the American Public Health Association, as well as the
Department (in its “Report on Licensure amd Related Health
Personnel Credentialing”™) and other organizations to ask for a
moratorium on State licensure of the new categories of health
personnel.

Some feel that it is inconsistent for HISW to support the training of
these personnel, while Medieare does not, in some mstances, recognize
all their services as reimbursable items,

Under present law, purt BB of Medicare pays for physicians® services,
Within the scope of paying for physicians® services, the program pays
for services commonly rendered ina physician’s office by p:u‘u-mo(siml
personnel. For example. if n nurse administers an injection in the oflice.
Medicare will recognize n small charge by the physician 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-
ample. the program would not recognize a charge for a complete physi-
cal exam conducted by a nurse.

Additionally, Medicare will not recognize a physician's charge for
n service performed by a para-medical person outside of the physi-
cian’s office. In other words, he would not be reimbursed for an in-
jection administered by a parn-medieal employee in a nursing home.
Others argue that Medicare does reimburse physicians for services
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provided by these new physicians’ assistants, ~o long ag they are serv-
ices commonly provided by parn-professional personnel in a physi-
cinan’s oflice. They go on to argue that, wntil the training and licensure
of physicinns' assistants becomes more uniform, it would be inappro-
printe for Medieare to take the lead in encouraging doctors-—by gencer-
ous reimbursement to use physicians® assistants to work independently
or to expand their responsibilities,

Finance Committee A mendment

‘The committee authorized demonstration projects to determine the
most appropriate and equitable methods of compensating for the serv-
ices of physicians® assistants (ineluding nurse practitioners). The ob-
jeetives are development of non-inflationary and less-costly alternn-
tives which do not impede the continning efforts to expand the supply

of qualifiecd physicinns’ assistants,

The Role of the Joint Commission on the Accreditation of
Hospitals in Medicare
D’roblem

Several problems have avisen with respect to the JCNAH role in
the Medieare cevtifiention process, Present law specifies that an insti-
tution may be deemed to meet the certifiention requivements of Medi-
carve if it 18 aceredited as a hospital by the Joint Commission on Ae-
ereditation of Hospitals.

In addition. under the definition of a hospital, the section states
that an institution must meet such requirements as the Seeretary finds
necessary in the interests of health and safety. except that such other
requirements may not be higher than the comparable vequirements
preseribed for the acereditation of hospitals by the Joint Commission
on the Acereditation of Hospitals, Anothersection of the law does allow
an individual State to set higher standards,

The JCANT survey process is not subject to Federal review,
and all JCAH survey reports are confidentinl, available only
to the Commission and the facility concerned. Consequently,
the Federal agencies responsible to “the Congress for the ad-
ministration of Medicare, are not in a position to audit the
validity of the overall JCAIL survey process and are thus unable to
determine the extent to which specific (#oﬁcioncios may exist in the vast
majority of participating hospitals, since JCAII survey reports are
not available to the Social Security Administration. A further prob-
lem avises beeause, under present law, Medicare is barred from setting
any standards which are higher than comparable JCAH require-
ments. This has been interpreted by Social Security to also bar estab-
lishment of any standards in an aren where JCAH has remained si-
lent. Since the law does not refer to any specific JCAII standard, but
rather to any standards preseribed by the JCATI, the law serves as an
almost total and blanket delegation of anthority over hospital stand-
ards to a private ageney. Thus, if the Joint Commission chooses to
lower a standard. Medicare is obliged to also accept that reduced
standard. Though the Federal Government is tied to JC.AH standards,
% State may promulgate higher standards for facilities within the
State.
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Finance Committee Amendment

The Committee approved a provision under which the State certifi-
eation agencies, ns (llll‘(‘c(vd by the Seeretary. would survey on a ran-
dom sample basis (or where substantial allegations of noncomplinnee
have been made) hospitals acervedited by the Joint Commission on
Acereditation of Hospitals, This would serve as a mechanism to vali-
date the JCAI survey process, If deficiencies from the JCOMAH stand-
ards were found to exist in an institution, the Medicare standards and
compliance procedures wonld he applied in that facility. ‘T'o implement
this authority. JCXIT hospitals wonld, as a condition of participating
in Medicare, agree, if ineluded in a survey. to furnish the State agency
or the Seeretary on vequest with copies of the JCAH survey report onn
confidentinl basis. The Joint Commission on \ecreditation of Hos-
pitals has indieated that it wonld cooperate fully with such validation
surveys and the Secretary would be expeeted to consult with and co-
operate with JCAT in these activities.

Under the provision the Seeretary would be anthorized to promul-
gate standards as necessary for health and safety after consultation

with JCAH and with adequate lead-time without heing hound to
JCATL standards.

Maternal and Child Health
Problem

The intent of the 1967 Amendments was to divide available funds
between formula grants to the States. and specinl project grants for
a few years, so that the Federal Government coul(ll fund innovative
specinl })rojcct. grants which the States might not be able to support
out. of their formula funds. The 1967 .\mendments terminated special
project grants as of fiscal year 1973 and converted all the project money
to formula grants on the rationale that after a few years' time the
States would recognize the value of and continue to support worth-
while project grants as part of an overall State program. T'wo prob-
lems have occurred in the interim. IFirst the special project grant has
been utilized primarily in urban ghetto aveas, while the formula funds
are weighted in favor of rural States. ‘Therefore, a shift of funds from
urban States with projeet grants to rural States without project grants
would accur if the project grants were terminated. Additionally,
many project grant ({iroctm"s feel that with the pressure on State fi-
nances, State health departments wonld be reluctant to use new for-
mula funds to continue support for project grants however worthy
they might be.

Finance Committee Amendment

‘The Committee added to IL.R. 1 a provision which extends for two
additional fiscal years (through June 30, 1974) the present special
project grant authorization contained in Title V of the Social Security
Act to support maternal and child health programs.

Coverage of Speech Pathologists and Clinical Psychologists
Under Medicare
Problem

While speech pathology and clinical psychology services are at times
useful to aged persons with certain disorders. such services are rela-
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tively innecessible to the aged due to the small percentage of speech
pathologists who ave employed by providers eligible to participate in
the Medicare progeam. Part of the problem is the fact that the pro-
vider elinie or ageney must be physicinn-directed.
Finanee Committee Amendment

Coverage of the <erviees of elinieal psvehologists and speech thera-
pists on an outpatient basis is presently available under Medicare if
the services of such personnel ure rendered in a physicinn-directed
elinie or ontpatient department. The Committee ineluded a {)rovisiou
removing the requivement that such eave necessarily be rendered in a
whysician-divected elinie or outpatient department. However, the serv-
1ees would still have to be provided in an organized setting, and under
w plan of eave and trentment established by a physician who would
retain overall responsibility for the patient’s eave, Additionally, with
respeet to psvehologieal trentment. such costs wonld he ineluded in
and limited by the overall 250 annual limitation on reimbursement
for outpatient treatment of meuntal illnesses.

Provide Secretary Greater Discretion in Selection of
Intermediaries and Assignment of Providers to Them

DProblem

A group or associntion of providers of services—hospitals. extended
care facilities. and home health agencies—have the option of nomi-
nating an organization (including the Federnl Government) to act
as the “fiseal intermedinry™ hetween the providers and the Govern-
ment. (No such nomination is availuble with respect to earriers in part
B of Medienre.)

‘The Secretary is authorized to enter into an agreement with an
organization or agency only if he finds that to do so would be con-
sistent with effective and eflicient administeation of the program. The
Seeretary may terminate an agreement with an intermediary if he
finds that it has failed to carry out the agreement or that continuation
of the agreement is inconsistent with eflicient administration of the
program.

Problem

It would be helpful to strengthen administrative prerogatives in the
assignment of new providers to intermediaries nm‘ the reassignment
of existing providers, The Sceretary should have the primary author-
itv to determine to which intermediary providers may be reassigmed
when they wish to change intermediaries or where continued avail-
ability of a particular intermediary in a given locale is ineflicient,
ineffective, or otherwise not in the best program interest. That is. the
Seeretary should consider the wish of the provider. but be able to take a
different course of action in the interest of effective program operation.

Finance (‘ommittee Amendment

The Finance Committee amended seetion 1816 so as to anthorize the
Secretary to assign and reassign providers to available intermediaries.
He would take into necount any preferences expressed by the provid-
ers. but would not be bound by their choice, The primary consideration
for his assignment action would be the effective and efficient adminis-
tration of the Medicare program.

79184 0 -T2 - &
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Disclosure of Information Concerning Medicare Agents and
Providers
Problem

As part of its responsibility for administeation of the Medicare
program. the Social Seeurity Ndministeation regulnrely prepares for-
mal evaluations of the performance of contractors—earriers and inter-
mediaries—aud State agencies, which assist S8\ in program adminis-
tration. In addition, SS.\ also %u-vpnrvs program validation review
reports. which are intended to be nsed as management deviees for
informing intermedinvies of findings and recommendations coneerning
seleeted providers of serviees and some of the aspeets of their own
Medienre operations,

These evaluntions and reports arve of signifieant help in reviewing
cither the overall administrative performance of an individual con-
tractor or a partienlar aspect of its operation, \dditionally. the sum-
mary evaluations compuring the performance of one contractor with
that of another are very useful, However, these evaluations and re-
ports nre not available to the publicin general,

The Finance Committee rgrognized the dichotomy which exists in
this situation. On the one hand is the need for public awareness of the
deficiencies of conteactor performance with the accompanying pres-
sures for improvement in administeation that only such nwareness
can hring, On the other hand. there is the need to avoid premature
public disclosure of this type of information and to 'pmvi( ¢ contrae-
tors with saflicient opportunity to respond to the information in the
reports hefore their publication to avold release of erroncous findings.
without rebuttal. which may prove damaging to their veputations.

Finance Committee Amendment

‘To meet this probleni. the Committee amendment provides that the
NSA regularly make publie the following types ul’ evalnutions and
reports: (1) individunl contractor performance reviews and other for-
mal evaluations of the performance of earrviers, intermediarvies. and
State agencies, ineluding the reports of follow-up reviews; (2) com-
parative evaluations of the performance of contractors—including
compurisons of either overall performance ov of any particular con-
tractor operation: (3) program validation survey reports—with the
names of individuals deleted.

The praposal would require public disclosure of future reports.
Such reports would include only those which are oflicial in nature and
not include internal working documents such as informal memoranda,
ete. Under the proposal, public disclosure of evaluations and reports
would not be made until the contractor, State agencey., or facility was
given suitable opportunity for comments as to the accuracy of the find-
ings and conclusions = f the evaluation or report with such comments
being made part of the report where the portions originally objected
to have not heen modified in line with the comment.

Disclosure of such evaluations and reports should not lessen the
effort of SS.\ in its present information-gathering activities nor is the
provision in any way to be interpreted as otherwise limiting disclosure
of information required under the Freedom of Information Act.
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Access to Subcontractors’ Records
D’roblem

It has come to the Committee's attention that subcontractors under
the Medienre program apparently ean erveate subsidiary and related
organizations murllwwh.\' avoid requirements in Medicare contracts
calling for production of pertinent finaneinl books, documents, papers
and vecords of the subcontractor involving transactions related to the
subcontact, Although the Medieare statute does not requive produce-
tion by a subcontractor of his cost and other finnneial vecords. the See-
retary generally has obtained access under the terms of his prime
contraets,

Finance C‘ommittee A mendment

Under the Committee hill, a requirement would be included under
titles XV and XIX providing that the Seeretary must include in
any prime contract n provision that prime conteactors which in the
future arerange for pvr['nrlmuu-pnf part of their services by subcontrac-
tors. woulkd make available to the government. on a consolidated basi,
cost und finaneial data for subeontractors and organizations related to
the subcontractor which perform any part of thv services where the
aggregate subeontract cost is $25.000 or more,

Similarly, it would be vequired that subeontracts speeify that the
subcontractor, and organizations related to the subeontractor, which
pevform any part of the subeontract would produce pertinent financial
books. documents. papers and records npon request by the Seeretary,
the Comptroller General, the Inspeetor General. and. in the ease. of the
Medieaid program. appropriate State officials,

I*ailure to comply with these requirements wonld be grounds for
termimating an intermediary’s or earvier’s (the prime contractor)
participation in the Medieare program,

Duration of Subcontracts
I’roblem

Under present law. Medieare intermediarvies and earriers (the prine
contractors) are generally contracted for under terms which permit
the Sceretary to cancel the contract at the end of each year. If he
fuils to give the necessary notice of cancellation, the contract is aunto-
matically renewed foranother year.

Instances have come to light where some of these prime contractors
have entered into subcontracts which extend bevond the time at which
the Necretary conld terminate the prime contract. This seems incon-
sistent with the coneept of the annual conteact renewal procedure.
Proposal

To deal with this situation, the Committee bill would specify in the
statute that future subcontracts may not be entered into for periods
longer than the remaining term of a prime contract unless sueh subeon-
tracts are subject to the same contract renewal limitations applicable
to the prime contract.

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

Under present law, whenever a Medicare claim is disallowed, the
ultimate hability for the services rendered falls upon the beneficiary.
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This is true even when the program has paid the elaim and subse-
quently it is determined that the claim shonld be reopened and dis-
allowed. The result is that in many cases a beneficiary is linble for
payment even though he acted in good faith and did not know that
the services he received were not covered. und even though the hos-
pital, physician or other provider of services was at fault,

Finance Committce A mendment

Under the Committee bill, a beneficiary could be *held harmless™ in
cortain situntions where clnims were disullowed ut the beneficinry
was without fault. In such sitnations the linhility wonld shift either to
the Government ov to the provider—depending upon whether, for
example, the provider urilized due enve (ie. acted reasomably) in
applying Medieare poliey in his dealings with the beneficinry und the
Government. In the future, Professional Standards Review Organiza-
tions wonld he expected to give priovity to determinations, either in
advance or coneurrent, designed to minimize the problem of retro-
active denials,

Where the beneficiney was aware, or should have been aware, of the
fact that the services were not covered, linbility wounld remain with the
heneficinry and the provider conld either exercise his rights under
State Jaw to colleet for the services furnished or appeal the determina-
tion through the Medieare appeals process.

Where neither the beneliciney nor the provider knew that non-
covered services were involved, the Government would assume liability
for pnyment as thongh a covered service had been furnished. (This
situntion would arise in many eases disallowed beenuse the services
were not medieally necessary or did not meet the level of eare require-
ments.) However, when Medieare made such a payment. it would
make certain that the provider is put on notice that the type of service
rendered was not covered with the result that in subsequent cases
involving similar sitnations and further stays or treatments in the
given ease, he could not contend that he exereised due carve, Thus, the
Government's linbility wonld be somewhat limited.

Where the provider did not exercise due care (that is. he knew or
reasonably conld be expeeted to know that such eare was not covered),
linbility would shift to the provider. assuming that there was good
faith on the beneficiary’s part. The provider would be told that he
could appeal the intermediary’s decision. both as to coverage of the
services and due eare. I, on the other hand, he exercised his rights
under State law and reeeived reimbursement from the beneficiary, the
Medicare program would indennify the beneficiary (subject to dedue-
tibles nm} coinsurance) and would be required to seck to recover
amonnts so paid from the 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 as well as families already on welfare. most States have not
taken advantage of this opportunity.

The progress which has been made under the 1967 Amendments has
not met the committee’s expectations. The annunal report by the Depart-
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ment of Health, Edueation, and Welfare covering family planning
serviees includes information which mukes clear that the mandate of
the Congress that all appropriate A FDC recipients be provided family
planning serviees has not been fulfilled.

Iinance Committec \mendment

The Committee amended the THouse bill to authorvize 100 pereent
Federal funding for the costs of family planning services, 'The Com-
mittee amendment wonld also vequire States to make available on a
voluntary and confidentinl basis such connseling, services, nnd sup-
plies, divectly and or on n conteact basis with family planning orga-
nizations throngchout the State, to present, former or likely recipients
who are of child-beaving age desiving sueh services, ‘The amendment
would also veduce the I,"‘wluml share of AFDC funds by 2 pereent,
beginning in fisenl year 1971 if a Stte in the prior yenr fails to
inform the adults in ARDC families and on work fare of the avail-
ability of family planning services and orif the State fails to actually
plrm'itlv or areange for such services for persons desiving to receive
them,

Penalty for Failure To Provide Required Health Care Screening

DProblem.

Many States have failed to implement the statntory requirement —
or have implemented it only partinlly—hecange of their contention
that the sereening of all ehildven under nge 21 is not_possible given
available financinl and health eave resonrees, Under HHIEW regulations
States must now provide health enrve sereening to children under age G.

Finanee Committce Amendment

Under the Committee amendment, States will be required to provide
screening services to all eligible children between the ages of 7 and 21
by no later than July 1, 1973, The amendment also ineludes a provision
that. would reduce the Federal share of AFDC matehing funds by 2
pereent. beginning is fiseal year 1975, if a State (a) fails to inform
the adults in AFDC families and on workfare of the availability of
child health sereening services: (b) fails toactually provide or arrange
for such services: or (¢) fails to arrange for or refer to appropriate
corrective trentment children diselosed by such sereening as sutfering
illness or impairment,

Outpatient Rehabilitation Coverage

Problem

Medicare presently provides a home health benefit under hoth Part
A and Part B. Under Part .\, a benefieiary may receive up to 100
home health visits in the yvear following discharge from a hospital or
ECE. Part B covers up to 100 home health visits in a calendar year
without a prior hospitalization requirement. To receive home health
benefits under Part .\ or Part B, a patient must be homebound and
require skilled nursing eare on an intermittent basis or physical or
speech therapy. Home health services must ordinarily be provided in
t}w home: however, if use of equipment which cannot. be taken to the
home is involved, the services may he provided at an outpatient
facility. Medicare also provides, under Part I3, coverage of outpatient
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hospital services, and of outpatient physical therapy services provided
by certain organized rehabilitation agencies.

“There is a relatively small but effective group of free-standing
rehabilitation facilities which provide a range of vehabilitation serv-
ices on an outputient hasis, including some services which would he
covered under Medieare if they were provided by participating home
health agencies or by hospital outpatient depatments. Under prosent
lnw, Medieare puyment cannot be made when sueh serviees are pro-
vided by free-standing rehabilitation facilities,

Finance Committee Amendment

The amendment would consolidate the present Part B home health
and ontpatient physical therapy benefits, Coverage under the new
benefit would he on two levels: homehound heneficiaries would be en-
titled to the full range of benefits, while beneficiaries who were not
homebound would be entitled to rehmbilitation henefits only. In order
to qualify for rehabilitation services under the combined benefit. a
heneficinry would have to have a need for physieal or speech therapy,
(‘That is. an individual who was not homebound could receive in the
rehabilitation center covered elinieal psyehologists’ services, medienl
socinl serviees or oceupational therapy only if he also veguired phys-
ical or speech therapy.)

The new consolidated benelit wonld be subjeet to n covernge limit
of 100 visits in o enlendar year, as is the present it B home health
benefit. (‘There would be no change in the provisions of present Inw
relating to Part A home health benefits or Part I3 ontpatient hospital
services.,)

Home health ageneies could provide the full range of henefits pro-
vided under the combined benefit. Qualified organizations (including
providers of ontpatient physical therapy services under present lnw
and free-standing rehabilitation facilities) would be able to provide
such rehabilitation serviees included in the combined benefit as the
Seeretary found they were qualified to provide. .\ rehabilitation cen-
ter would not necessarily have to provide services to homebound pa-
tients in order to qualify.

Medicare Coverage for Spouses and Social Security Beneficiaries
Under Age 65

Drexent Law

Under present law, persons aged 65 and over who are insured or are
deemed to be insured for cash benefits under the social security or
railvoad retirement programs are entitled to hospital insurance (part
A). Essentially all persons aged 65 and over are eligible to enroll for
medical insurance (part B) without regard to insured status. The
House bill includes a provision that would permit persons aged 65 and
over who are not insured or deemed insured for cash benefits to enroll
I part .\, at a preminm rate equal to the full cost of their hospital in-
surance protection ($31 a month through June 1973).

Problem

Many additional social security eash beneficiaries find it difficult to

obtain adequate private health insurance at a rate which they can
r . - 13 . v

afford. ‘This is particularly true if they are of an advanced age, say,
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age 60-64. Frequently, these older beneficiaries—retived workers,
widows, mothers. dependents, pavents for example—have been de-
pendent. upon their own group coverage or that of a velated worker
who is now deceased for health insurance protection, It isa diflienlt task
for such older persons to find comparable protection when they no
longer nre connected to the lnbor foree,

Finanee Committee Amendment

The provision makes Medieare protection available at cost to
spouses ngred G0-G1 of Medienre beneficiavies and to other persons age
(0-64 (such us a beneficiney who eleets envly retirement at age 62)
entitled to benefits under the Social Security Aet,

Alcoholism and Addiction

DProblem

Under the House bill, aleoholies and addicts would be defined as dis-
abled (applying the general social security definition of disability) for
purposes of welfare eligibility, However, aleoholies and addicts would
not receive cash assistance 1f treatment were available which they
refused, '

The Committee was concerned that this provision might result. in
many eases, in aleoholies and addiets receiving eash payments without
being involved—or only nominally involved—in treatment programs.

Finance (‘ommittee .\ mendment

The Committee approved an nmendment establishing a prog am de-
signed to enconrage approprinte cave and trentment of aleoholics and
addiets, Below is a brief outline of the program

OUTLINE

Persons medieally determined (as deseribed helow) to be aleoholies
and addicts would not he eligible for welfare benefits under aid to the
disnbled.

Alcoholies and addicts who meet the income and resources test for
welfare and who meet a definition of disability parallel to the social
security definition—that is who are unable to engrage in any substantinl
gainful activity by reason of a medically determinable addictive de-
I)emlonco on alcoliol or drugs which has lasted or can be expected to

ast for a period of 12 months—would be eligible to receive help in

an aleoholism or addiction treatment program which would be estab-
lished under Title XV if the State wishes to institute such a program,
Once envolled in the treatment progeam, the aleoholic or addict would
be referred to a loeal treatment organization or agency certified hy
the upll)ro‘)riato State agency designated under the Comprehensive
Alcohol Abuse and Treatment et of 1970 or the Drug Abuse and
Treatment Aet of 1972,

In a State which provides welfare pnyments nnder categories other
than aid to the disabled to persons medieally  determined to
be alcoholics or addicts (for example, an aleoholic mother or an
addicted child on AFDC) the person must be referred for care and
treatment to the appropriate ageney as a condition of continued eligi-
bility for Federal matching. Refusal of care and treatment. by an
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addict or aleohalic would result in termination of payments for that
individual,

To a~sure maintenance of expenditure levels in the primary Federal
programs directed toward trentment and rehabilitation of aleoholies
and addiets nid to avoid any shifting of the bulk of those expenditures
to Title XV, the Committee vequived that : )

(«) ‘Title XV expenditures for eave and treatment (ineluding
socinl services) not exceed mmonnts appropriated. allocated. and
actually available in States for enve and trentment of aleoholics
and addicts,

(0) I a veduetion in other Federal expenditures is muade, either
through veducetion innppropriations or expenditure levels (inelud-
ing impounding of appropriated funds). then the Federal mateh-
ing funds available under Title XV wonld be veduced propor-
tionate to such decreases.

To be eligible for reimbursement under ‘Fitle XV, the individunl
trentment progeam must be earried ont under a professionally devel-
oped plan of rehabilitation designed to terminate dysfunetional de-
pendeney on aleohol or drugs and which must e renewed at three-
month intervals, Additionally. the plan mu<t include to the maximum
extent feasible a program of work vehabilitation including pavticipa-
ti(‘);\ in the new emplovment progam established wnder the Committee
bill.

If proper treatment or yehabilitation would be thwarted by the
lack of nmintenance funds for the enrolled aleoholie or addiet. main-
tenance pavments to the patient or protective payments could be
made with "Title XV funds, Maintenahee pnyments may not exceed
comparable welfare pnyments and the question of maintenanee versus
protective payments must he specifieally reviewed at least every three
months.

Matching under Title XY wounld be at the rates otherwise provided
for the types of payments made. For exnmple, medical eare and treat-
ment would be matehed at Medicnid rates and eash payments would
be matched at the rates applicable to the eategory under which the
person would otherwise be nided.



FINANCING SOCIAL SECURITY BENEFITS

In congidering how to finunee the Committee bill, the actuarial
assumptions on which the cost estimates arve based were reviewed,

Up to this time, the costs of the socinl seenrity eash benefits pro-
geams have been based on the assumption that over the long-run
neither benefit nor wage levels will change, While this has not heen
considered to he a forecast of what will happen, it has heen considered
n valid measure of the relative long-range costs of vavious changes in
the program, and it has long heen used to determine what levels of
socinl seeurity taxes ape nvv«fml to pay for the program. Because the
nature of the assumptions runs counter to the rising wage trends that
have actually ocenrred, most reevalnations of the actuarial cost esti-
mates have shown that the tax schedules in the law at the time of the
reevaluntion were higher than needed to pay for the benefits in the law.,

In view of this, an Advisory Conneil on Socinl Secuvity in April
1971 submitted a veport which recommended n revision in the long-
range actuarinl assumptions that have been used in determining the
cost of the socinl seenrity progeam and which ave, thevefore, the basis
for the sehedule of tax vates that is in the lnw. In essenee, the Conneil's
recommendation is that the acetuavinl projections should properly us-
sume an increase in hoth wages and prices in future years,

In the past decade. the balance in the socinl seeurity trust funds has
{;vnvrull.\' cqualled one year's worth of benelits, The Advisory Couneil
nas suggested that the trust fund balanee remain equal to one year's
benefit payments, but the Council felt the balance could safely be 75
percent of one yenr's benefit payments, The Committee bill incorpo-
rates a tax schedule enlenlated to maintain a trust fund balance at
least equal to three-quarters of one year's worth of henelits,

The tax schedule based on this assumption is compared with the
scllnfdnlc in present lnw and in the House-passed hill in the following
table.

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 i 5.85
1980-86................. 9,000 5.15 8 5.95
1987 and after... .. 9,000 5.15 9 6.05
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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 (excludmg effect of
the automatic adjustment
pr%is ons):

o

71... .. C 7800 4.6 .6 5.2
1972-74 . S 10,200 4.2 1.2 5.4
1975-76. . 10,200 5.0 1.2 6.12
1977 and after . 10,200 6.1 1.3 7.4

Committee bill (excludm effect
of the automatic adjustment
provisions):
1972.......... 9,000 46 0.6 5.2
1973-77..... 10200 455 1.15 5.7
1978-80. e 10,200 4.65 1.35 6.00
1981-84.. . ...... . 10,200 465 15 6.15
1985-93...... . . .... 10200 4.65 1.6 6.25
. 1994-2010........... oo 10 200 465 1.7 6.35
2011 and after ............ 10,200 5.7 1.7 7.4
Self-employed persons
Present law:

7 7,800 6.9 .6 7.5
1972... . . ... 9,000 6.9 .6 7.5
1973-75.. ..... .. 9000 70 65 7.6
1976-79. . .. . .... 9000 70 v 7.7
1980-86. .. ... e 9,000 7.0 .8 7.8
1987 and after. .. . 9000 70 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...... e 10,200 6.8 1.15 7.95
1978-80........... ... 10200 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. .... 10200 7.0 1.7 8.7

!
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It should Le noted that the tax base and the tax rates shown in
this schedule for years after 1974 do not refleet any wage hase or tax
rate increases, provided for in the Committee bill. which may be
needed to finance the automatie cost-of-living benefit increases in the
hill. Under these provisions, the cost of the inereases will be met by
inereasing hoth the tax rates and the tax hase as necessary each time
there is a cost-of-living inerease in benefits.

Social Security Cash Benefits

The income and outgo of the socinl security cash benefit trust funds
are shown on the following table.



TABLE 3.—SOCIAL SECURITY CASH BENEFIT FROGRESS OF TRUST FUNDS UNDER PRESENT LAW
AND UNDER THE SYSTEM AS MODIFIED BY THE COMMITTEE BILL, CALENDAR YEARS 1972-77'

(Dollars in billions)

Income = Outgo Net increase in funds Assets, end of year
Finance Finance Finance Finance
Present Committee Present Committee Present Commiittee Present Committee
Calendar year law bill law bill law bill law bill
1972.. e $46.2 $46.2 $41.0 $43.1 $5.2 $3.1 $45.6 $43.5
1973. . e 53.7 51.0 43.0 49.5 10.7 1.5 56.3 45.0
1974.... . 57.9 55.0 449 52.3 13.0 2.6 69.3 47.7
1975. . . . .. 61.5 60.0 46.9 57.4 41.6 2.6 83.9 50.3
1976.. . ... 66.5 63.5 49.8 60.3 17.6 3.2 101.5 53.4
1977. . . . . .. 70.3 68.5 51.1 66.2 19.2 2.3 120.7 55.7
! These estimates assume that the following changes will become effective on Jan. 1, of: o
Annual exempt
Benefit (percent) Contribution and amount under
Year increase benefit base retirement test
1975 . e 5.8 $11,400 $2.280
1977 . e eeeerm——————— 5.5 12.600 2.520

04
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TTospital Insurance

The schedule of taxes adopted for hospital insuranee is designed
to provide suflicient income to pay for the present program (including
projected deficits under eurvent financing) for the costs of the pro-
visions added hy the Committee. and to provide a reasonable reserve.
The schedule adopted will eause the trust fund to inerease from $6. |
hillion at the vm\ of 1973 to $14.5 billion at the end of 1977, The
income, ontgo, and year-end balanee of the fund for the period 1973-
1977 ave shown in the following table.

TABLE 4.—PROGRESS OF HOSPITAL INSURANCE TRUST FUND,

1973-77"

(Doflars in billions)
S o Fund at en;
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

lg'iA_issumes that the tax base will increase to $11,400 in 1975 and to $12,600 in




The Welfare Programs

‘The original Socinl Seeurvity Aet of 1935 established our Federal-
State grant. programs which today provide assistance to the aged.
blind, and disabled. and to needy families with children. Unlike the
federally administered socinl seeurity program, the welfare titles of
the Social Seeuvity Aet do not set benefit levels nor deseribe in detail
methods of administeving the welfare programs: States establish their
«l)wu assistanee programs within the hroad guidelines of the Federal
W,

Within the past 5 vears, however, the Federal-State velationships
have undergone substantial ehange, ‘Three factors have played an im-
portant role in the changing relationships, '

L "The tremendons growth in the Aid to Families with Depend-
ent. Children volls has ereated hoth a fisea) and administrative
burden which many States find diflieulty coping with,

2. .\ number of court deeisions have had far veaching impact on
all aspeets of the welfare programs under the Social Security
Act, sometimes using the very hroadness of the Federal statufe
(intended to allow States more latitude) against the States by
saying that what the Congress did not expressly permit it must
not have intended to permit. This position was explicitly stated
by the Supreme Court in 7'ownsend v, Swank (opinion dated De-
cember 20, 1971), where it was said that “at least in the absence
of congressional antharization for the exelusion elearly evidenced
from the Social Security et or jts legislative history, a State
eligibility standard that excludes persons eligible for assistanee
under federnl AFDC standards violates the Socinl Seenrity Aet
and is therefore invalid under the Sunmemacy Clause,”

3. The Department of Health, Edueation, and Welfare has is-
sued a servies of regalations beginning in January 1969, whose of-
fect has been to make it easier to get on welfare and harder to got
ofl welfare, regulations which many States have vigorously, but
unsuecessfullv. opposed.

Under present law each State plavs the central role in determining
the natupe of its welfare nroeram. within the hroad outline of Federal
law. The Committee hill largely reiterafes 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 persons 18 years of age and older.
Each State establishes a minimum standard of living (needs stand-
ard) upon which assistance payments are hased: any aged, blind or
disabled person whose income is below the State needs standard will

(53)
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be eligible for some assistance, althongh the State need not pay the full
difference between the individual's income and the needs standard.

Generally speaking, all income and resources of an aged, blind or
disabled person must De considered in determining the amount of the
assistanee payment (though a portion of earning< may be disregnrded
as o work mcentive). States al<o place limitations on the real and per-
sonal property an aged, blind or dicubled individual may retain with-
out heing disqualified for assistanee.

Monthly State payments to an aged. blind or dicabled individual
with no other income range between S70 and =250 and for an aged
couple hetween $97 and $350,

Committee Amendments

The Conmittee bill would continue State administeation of the pro-
grams of aid to the aged, blind, and disabled (in contrast to the
federalized administration enlled for by the Touse hill) hut would
set a Federal guanteed minimum income level for aged. blind. and
disabled individuals as diceussed helow.,

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

Under the Committee’s bill, State publie assistanee progreome for
needy individuals who are aged, blind, and disabled would have to
assure those with no other income a monthly assistance payment of at
least 8130 for an individual or K195 for a conple, In addition the Com-
mittee bill would provide that the first $30 of cocial security or other
income would not eause any reduction in these minimum assistance
pavments,

As o vesnlt, aged, blind. and disabled welfare vecipients who also
have monthly income from sovial <ecurity or other sourees (which are
not need-relnted) of ar least =30 wonld, under the Committee bill,
be assured total monthly income of at least 8180 for an individual
or $215 for a couple.

At present, only seven States have old age assistance programs
which will guarantee a monthly income of at least $180 for an indi-
vidunl receiving social security benelits (Alaska, Idaho, Ilinois, Mas-
sachusetts, Nebraska, South Dakota, and Washington). These States
would, of course, be fiee to continne providing as<istance at levels
Wigher than the minimam standards requirved by the Committee action.

The cost 1o the States of providing additional assistanee would he
less under the Committee bill than under the Hounse-passed version of
HLR. 1 State savings are disenssed undey the heading “Fiseal Relief
for States.”

Earned Income Disregard

In addition to providing for a monthly disregard of $50 of social
security or other income, the Committee approved an additional dis-
regard for aged. blind or disabled recipients of $50 of carned income
plus one-half of any earnings above $50. This will enable these recip-
ients who ate able to do some work to do so without suffering a totally
ofisetting reduction in their assistance grants,
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Other Income Disregards

The Committee provided that in determining an individual’s income
for purposes of adult assistanee, any rebate of State or local taves
(sm'L as real property or food taxes) received by an aged. blind or
disabled recipient would not be connted as income or assets,

This disregavd would apply to the first 130 of income ganranteed
an adult vecipient (the Federal <hare) ¢ States would be free to deter-
mine how they wish to treat sueh tax rebates with respeet to the State’s
shave of welfare payments (if any) to such vecipients,

Eligibility for Other Benefits

Adopting a provigion of the House bill. the Committee hill vequires
applieants for and veeipient= of aid to the nge, blind, and di<abled. as<a
conlition of welfare eligibility to apply for any other benetits they are
eligible for (sueh as voeial security . nnemplovment insuranee, work-
men's eompensation, ete,).

.

Definitions of Blindness and Disability

Under present Inw each State is free to preseribe its own definition
of Dindness and disability for purposes of eligibility for nid to the
Dlind and aid to the perimanently and totally disabled,

The Committee approved amendments setting a Federal definition
for Dlindness and disability,

The term “disability™ would he defined as “inability 10 engage
i any substantinl gainful activity. by reason of any medieally
determinable physieal or mental impaivment which can be expected
to result in death or has lasted or ean be expected tao last for a con-
tinuons period of not less than 12 months.”™ Under the disability insur-
ance program. this definition is now found in seetion 223(d) (1) of the
Social Seeurity Act. The provisions of the disability insurance pro-
gram further specify that this definition is met only if the disability
is so severe that an individual “is not anly unable to do his previons
work but eannot, considering his age. edueation, and work experience.
engage in any other kind of substantial gainful work which exists in
the national economy. reaardless of whether sueh work exists in the
immediate area in which he lives, or whether a speeifie joh vacaney
exists for him. or whether he would be hived if he applied for work.™
(See, 223(d) (2) (N)).

The term “blindness™ wonld be defined as central visual acuity of
207200 or less in the better eve with the use of correeting lens. (See.
216(1) (1) (3).) Nlso ineluded in this definition is the particular sight
limitation which is referred to as “tunnel vision.”

However, States will be permitted to continue assistanee to disabled
or blind individuals who were already on the rolls under the existing
State definition, but who would not meet the Federal definition of
blindness or lisability:.

Age Limit for Aid to the Disabled

Piesent law requires that an individual be 18 vears or older in order
to be eligible for aid to the dienbled : the House bill would have deleted

79-184 0- 12 -5
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this age requirement. 'The Committee bill retains the provision of exist-
ing law.

Medicaid Coverage

Under present law, the States are required to cover all eash assistance
recipients under the Medieaid prograne. The Commiittee bill, like
the House version, would exempt from this requirement newly eligible
recipients who qualify heeause of the previously agreed provision of
a $130 minimum benefit with a disregard of 850 of social seenrity and
other income.

Social Services

The Committee also approved an amendment. similar to 2
provision in the House bill. elarifying the types of socinl services for
which Federal funding may be provided and setting a limitation on
authorizations for approprintions for social services, This amendment
is deseribed in the seetion dealing with general welfare provisions,
child welfare services, socinl services, and other provisions.

Prohibition of Liens in Aid to the Blind

The Committee bill prohibits the imposition of liens against the
property of blind individuals as a condition of eligibility for aid to
the blind.

Other Eligibility Requirements

The Committee decided that there would be no uniform Federal eli-
gibility rules as in the House bill. The determination will be left to the
States on such questions as assets, resources. relative responsibility
and other eligibility factors exeept those specified above orin the sec-
tion of this summay entitled “General Welfare Provisions. child wel-
fare services. social services, and other provisions,™

Administrative Costs

The Committee bill requiring minimum  pavment  levels  will
make many individuals newlv eligible for aid to the aged. blind, and
disabled who are not now eligible, with a corresponding impact 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 Federal Government pay the States
an amount equal to 100 percent of their calendar year 1972 administra-
tive costs related to the aged, blind. and disabled, plus 50 percent of
additional costs. The 1973 budget, relating to the period from July
1972 to June 1973, estimates an expenditure of $408 million for admin-
istration of aid to the aged, blind, and disabled ; the State share of this
amount is $204 million.
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Statistical Material

TABLE 5.—RECI?IENTS OF AID TO THE AGED, BLIND, AND

Year

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

DISABLED, DECEMBER OF SELECTED YEARS

recipients

2,143,000
2,128,000
2,952,000
2,883,000
,781,000
21,000
0,000
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3,500,000

(not available)!

3,600,000

(not available)

- — v - - -

Number of  Percent increase

since 1960

+29

! 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.
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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 ..............il 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...........ounnnn. 100 91 165 165
Guam.........ccoevinnt. 140 140 201 201
Hawaii................ ... 132 132 205 205
ldaho . ................ . 182 182 219 219
inois............... ... 183 183 224 224
Indiana........ ........... 185 80 247 160
fowa..... .. ....... ..... 122 117 186 178
Kansas.. ................ 141 110 190 147
Kentucky... .. .. ....... 96 96 160 160
Louisiana ... . ... .... 147 100 235 188
Maine.............coutt. 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
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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 baslc

needs needs needs needs

New Hampsbhire........... $173 $173  $238 $238
New Jersey................ ) 162 162 222 222
New Mexico............... 116 116 155 155
NewYork.................. 159 159 219 219
North Carolina............. 115 115 150 150
North Dakota.............. 125 125 190 190
(0] 111 T 126 126 208 208
Oklahoma................. 130 130 212 212
Oregon............ceoeune. 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......cooovevinvnenn. 119 119 192 192
Utah........ocvvviivninne 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 75 186 97
Wisconsin................. 108 108 164 164

Wyoming.................. 139 108 195 186
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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

Blind individual Disabled individual

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

basic basic basic basic-

needs needs needs needs

Alabama.................. $105 $75 $122 $71
Alaska.................... 250 250 250 250
Arizona...........covuen.. 118 118 118 118
Arkansas.................. 149 105 149 105
California................. 192 192 172 172
Colorado..........cvvvuns. 103 103 123 123
Connecticut............... 176 176 176 176
Delaware.................. 189 150 117 117
District of Columbia....... 150 113 150 113
Florida...........coovuvnt. 114 114 114 114
Georgia..........oovnvnnn. 100 91 100 91
(VF-11 1 P 140 140 140 140
Hawaii............oovvven 132 132 132 132
Idaho..............ccuee 182 182 182 182
HENOIS. .. vvvveee et 183 183 183 183
Indiana................... 185 125 185 80
loWa. ..o, 161 156 122 117
Kansas...........oovvvnnn. 141 110 141 110
Kentucky.................. 96 96 96 96
Louisiana................. 106 101 84 66
Maine.............covnet. 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 amount for paid for

basic basic basic basic

needs needs needs. needs
Mississippi................ $150 $75  $150 $75
Missourt,................. 255 100 170 80
Montana.................. 132 123 120 111
Nebraska................. 182 182 182 182
Nevada.................... 155 155 ® *
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
10 1 126 126 126 116
Oklahoma................. 130 130 130 130
Oregon..............veeen. 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. . .vveirierrennennn, 116 110 116 105
Utah..........ooovvnnn. 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

1 No program.

<



GUARANTEED JOB OPPORTUNITY FOR FAMILIES

T'he whole Nation has become mereasingly coneerned at the rapid
growth of the welfave volls in vecent years, and with good reason,

By far the major factor in this growth has heen the increase in the
numbesr of persons receiving Nid to Families with Dependent Chil-
dren. IProm 5.3 million recipients at the end of 1967, the number of
AFDC recipients doubled during the next four years. The sonving
costs of this program have foreed States to shift funds into welfare
that would otherwise go for edueation. health, housing and other
pressing social needs. There is universal agreement that something
must be done, bt there remains mueh eonfusion abont. the nature of
the problem that must be solved. The Committee feels that a more
expensive and expansive welfare program is nof the answer.

The soaving welfarve rvolls refleet three (lo\'pln‘)monts.

[fivst, they show that there ave a large number of childrven in this
country who are needy and whose parents in most cases are not
working.

Second, they show an alnrming inerease in dependeney on the tax-
payer. The proportion of children in this conntry who are receiving
AFDC has elimbed shavply. from three pereent in the mid-fifties to
nine pereent today, This means that an inereasing number of families
are becoming dependent on welfare and staying dependent on welfare,

Third, the growth in the AFDC volls refleets inereasing family
breakup and increaging failure to form families in the first place.
Births ont of wedloek, particularly to teenage mothers, have inereased
Sharply in the past decade, ‘T'wo striking statisties highlight the prob-
lem: the nunber of families headed by women inereased by 15 percent
between 1970 and 197, while the number of families with both father
and mother present deelined in absolute numbers during the same one-
year period. Today. almost & million women and ehildven receive wel-
fare beeanse of the “absence of the father from the home ——prineipally
due to family breakup or failure of the father to marrey the mother of
his child.

Many persons who strongly advoeeate inereasing welfare benefits
have simply glossed over the problems of family breaknp and the in-
crease of births out of wedlock. Even more importantly. they have
avoided diseussing the problem of inereasing dependency. '

In an artiele that appeaved in the New York Magazine in November.
1971, Nathan Glazer raises the fundamental question of what inereas-
ing dependeney on welfare has done for recipients in New York City:

Has it redueed starvation and given them more food? las’ it
improved their housing 2 Has it improved their environment ? Tlas
it improved their elothing? Tlas it heightened their self-respect
and sense of power? Has it better and more eflectively ineorpo-
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rated them into the econowic and political life of the city? . . .
Blanche Bernstein. director of research at the New School's (en-
ter for New York City Affairs, has estimated that 50 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 explogion in wel-
fare alone. The city witnessed an explosion in (‘osm'tinn and in
illegitimacy. . . .

Welfare. along with those who pressed its expansion, deprived
the poor of New York of what was for them—as for the poor who
preceded them—the best and indeed only way to the improvement
of their condition, the way that involved commitment to work and
the strengthening of family ties. In place of this, the advocates
of revolution through welfare explosion propagated a false and
demeaning sense of the “rights” of the poor. one which had dis-
astrous 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
the maintenance of a decent standard of living than the distri-
bution of charity., For whatever the position of modern advo-
cates of welfare rights. welfare can never, if given regularly on
an extensive scale, be other than alms, and whatever alms did for
the souls of those who gave them, they could not be good for
the souls of those who received them. Every society—capitalist,
socialist, or “welfare state"—tries to find ways to replace money
relief and to make it unnecessary. To advocate its expansion as
a means of dealing with distress is one thing: to advocate its ex-
pansion as a means of breaking the commitment to work with its
attendant. effects on self-respect and on family life is irrespon-
sible.

The fundamental problem is raised somewhat differently in an
article entitled “Welfare: the Best of Intentions, the Worst of Re-
sults” 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 the 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-
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dentally but. inexorably. We simply cannot believe that the uni-
verse is so constituted. We much prefer, if a choice has to be made,
to have a good opinion of mnn{(ind and a poor opinion of our
socio-economic system. . . .

Somehow, the fact that more poor people are on welfare, receiv-
ing more gencrous 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 noticeably better than when they were
roor and ofl welfare. Something appears to have gone wrong: a
llibeml and compassionate social policy has bred all sorts of un-
anticipated and perverse consequences. . .

"To raise such questions is to point to the fundamental problems
of our welfare system, a vicious cirele in which the best of inten-
tions merge into the worse of results,

As Congress examines fundamental questions concerning the effect
of dependency on welfare, it. must also take note of developments in
American soclety, such as the changing role of women in America and
the increasing publie demand for action to improve the quality of life
in this country.

When the AT'DC program was first established under the Social Se-
curity Act of 1935, American society generally viewed a mother’s role
as requiring her to stay at home to take eave of her children ; she would
be considered derelict in her duties if she failed to do so. But values
have changed, and today. one-third of all mothers with children under
agesix are members of the labor force, and more than half of the moth-
ers with school-age children only are members of the labor foree.
Furthermore, in families where the father is not present, two-thirds
of the mothers 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 undone, such as jobs necessary to improve
our environment, improve the quality of life in our cities, improve the
quality of education 1 our schools, improve the delivery of health serv-
ices, and increase public safety in urban areas. The heads of welfare
families are qualified to perform many of these tasks. Yet welfare
pays persons not to work and penalizes them if they do work. Does it
make sense to pay millions of persons not to work at a 1ime when so
many vital jobs go undone? Can this Nation continue to consider un-
employable 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 workin%)?

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



66

its way ont. of poverty, What America needs now is not. more
welfare, but more “workfare™. . . . This would be the effect of
the transformation of welfare into “workfare” n new work-
rewarding program.

The Committee ngrees that the only way to meet the economic needs
of poor persons while at the same time deereacing rather than inereas
ing their dependeney is to reward work direetly hy inereasing its
vlue, ‘The Committee bill seeks to put the President’s words into
practice by

(1) Guaranteeing employable family heads a job opportunity
rather than a welfare income: and by

(2) Increasing the value of work by relating henefits directly
to work effort,

In meeting these objectives the Committee bill will substantially
inerease Federal expenditures to low-income working persons, but the
inerensed funds that go to them--abont £2.4 billion- - will be paid in
the form of wages and wage supplements, not in the form of welfare,
since the payments will be related to work effort rather than to need.
nder the welfare system, an employed person who euts his or her
working hours in half receives a mueh higher welfare pnyment : under
the Committee hill. a person redueing his or her work effort by half
would find the Federal henefits also redueed by half,

Description of Program

Under the gunranteed employment  program  recommended  in
the Committee bill, persons congidered emplovable wonld not he
eligible to receive thetr basie income from Aid to Families with De-
pendent Children but would be eligible on a voluntary hasis to parti-
eipiate in a wholly federally finnneed employment program. Thus,
emplovable family heads would not be eligible for a guaranteed wel-
fare income, but wonld be guaranteed an opportunity to work.

In the deseription of the gnaranteed job program that follows, it is
assumed that the Federal minimum wage will rise to at least 82,00
per hour.

The following table shows which families would continue to be
eligible for welfave and those which wonld no longer be eligible to re-
ceive their basie ineome from welfure under the Committee hill:
Fligible for Welfjare Not Fligible T'o Reeeive Dasie In-

come from Welfare?
1. Tamily headed by mother with 1. IFamily headed hy able-hodied

child under age 6 father

2. FFamily headed hy ineapasitated 2. Family headed hy mother with
father where mother is not in no child under 6 (unless the
the home or is ecaring for mother is attending  school
father full time)

3. Family headed by mother who
is ill. incapacitated. or of
advanced age
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Naot Fligible To Leceive Basic [
Eligible for Welfaro  Contivacd  come from Welfure! Conlinwed
Lo Family headed by mother too
remote from an employ ment
program to be able to par-
ticipate
oo Family headed by mother at-
tending school full time even
if there is no ekild under 6
6, Child hving with neither par-
ent. together with his eave-
tnker  relative(s)  (though
State may deny welfnve if s
mother is nlso receiving wel-
fare)
Hlhese famfites would be elnble tor State sapplementation if the State payient level
fo over $2400 a year for the famity and if othepwse elfgible under the State requirements

Anestimated 10 pereent or 1.2 million of the 3 million families eny-
rently receiving Aid to Families with Dependent Childven wonld
have to obtain their basie <onree of income from employment onee the
Committee hill beeomes effeetive,

M1 heads of fumilies, whether eligible for welfare or not,as well as
heads of families no longer eligible for welfare, conld volunteer to
participate in the new emplovment program.

The Committee bill provides three basie types of benelit to heads
of families:

LA cunranteed job opportumity with a newly established Work
Administrason paving SL0 per howr for 32 howrs and with maxi-
mum weekly earmng~of Sis,

2\ wagre supplement for persons employed at less than $2.00 per
hour (but ar least at 5130 per hour) equal to theee quarters of the
difference between the actual wage paid and 82,00 per hour,

30N work honus equatl to 10 pereent of wages covered under social
seenrity up to a maximim bonus of 100 with reduetion= in the honus
as the hmshand’™s and wife's covered wages rise above $1.000,

Work Incentives Under the Program

The program wonld gnarantee each family head an opportunity to
earn $2,400 a year, the smne amounnt as the basie guaantee under the
House bill for a family of four. It also strengthens work incentives
rather than undermine them. as shown in the table below.,

In table & the three types of employment are compared under the
guaranteed employment program,

The table also shows what happens to total family income uader
the proposal if the father works 10 hours a week (322 hours in the ease
of Government employment). 20 hours a week, or no hours a week.

The sonrees of income shown are: (a) wages paid by the employer.
(b) wages paid by the Government, cither as emplover or in the form
of a wage supplement to the employee (for those in jobs paying less
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than $2.00 per hour), and (c) the work bonus equal to 10 percent of
wages covered under social security:. .
The table shows these major points abont 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 cconomic incentive to have another child. This feature also
preserves the principle of equal pay for equal work. '

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

(8) 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 week; working 10 hours for a private employer at the
sume $1.50 hourly rate gives the employee a $33 hoost in income
while cutting the cost to the Government by $27. Moving to an
unsnbsidized job at $2.00 per hour increases the employee’s income
another $7 while saving the Government about $13 more,

(4) The less the employee works, the less he gets. No matter
what the type of employment, the employee who works half-time
gets half of what he wounld get if he works full time: he gets
no Federal henefit if he fails to work at all.

(5) The value of working is increased rather than decreased.
Working 32 hours for the Government is worth $1.50 per hour:
when a private employer pays $1.50, the value of working to the
employee is $2.02 per hour: and working at $2.00 per hour is
worth $2.20 per hour to the employee. This will assure that any
participant in private emplovment will receive more than $2.00
an hour. Under the House bill, by way of contrast, the value of
working is decreased rather than increased, since the family would
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) bl
$1.50... ... ) 73 $2.02
$2.00. . .. 190 2.20

1$1.23 for a family of 2; $1.04 for a family of 3.

(6) Earnings from other employment do not decrease the wages
received for hours worked. Thus an individual able to work in
private employment part of the time inereases his income and
saves the Government money. Virtually no policing mechanism
is necessary to check up on his income from work.
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TABLE 8.—WORK INCENTIVES UNDER THE
COMMITTEE BILL

Employed by

Govern- Private Private
ment at employer  employer
$150per at$1.50 at $2,00
hour  per hour per hour

40 hours worked (32 hours if Govern-
ment employment):
Wages paid by—

Employer.............oovviviiiiiniin.. $60.00 $80.00
Government................. $48.00 1500 ..........
Special 10-percent payment.............. 6.00 8.00
Total Government payment... 48.00 21.00 8.00
Total income.................. 48.00 81.00 88.00

20 hours worked: (16 hours if Govern-
ment employment):
Wages paid by—

Employer..............cooviiiiiiin, 30.00 40.00
Government................. 24.00 750 ..........
Special 10-percent payment.............. 3.00 4.00
Total Government payment... 24.00 10.50 4.00
Total income.................. 24,00 40.50 44.00

No hoursworked..................... 0 0 0
Hourly value of working............ 1.50 2.02 2,20

Work Disincentives Under Present Law and Administration
Proposal

By way of contrast, under present law a mother who is eligible
for welfare 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. Specifically, in addition to an allow-
ance for work expenses, her welfare payment is reduced $2 for each
$3 carned in excess of $30 a month. Generally, then, for each dollar
carned and reported to the welfare agency, the family s income is
increased by 33 cents.

The House bill uses the same basic approach as present law but
substitutes a flat $60 exemption plus one-third of additional earnings
for the present $30 plus work expenses plus one-third of additional
earnings. The disincentive effects of this are clearly illustrated in
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the followimg examples of the eflect of the House hill on the hend
of a fannly of 1 as <hown m table 9

(1) The less the individual works, the more the Government
pavs For example, an individual working at s o0 per howe for
20 homrs tecenves > G0 more inwelfae than e individoal wok
e 10 howrs oo weel at chat wage; if he does not work at all, his
gonermment benefit goes up by SEE10,

() An individunl entting haek on his work effort decreases his
income hy o relatively smaller ammonnt, or, said another way, the
vihie of work s substantially lower under the Honse bill than
under the Comittee hill, The total smeome of anandividaal work-
me at ~ton per howe for 20 howrs under the House hill is only
about X3 fess than s total income if he works full time at that
wage A omedividual wha works not at all receives only {36 less
than the s peceived by an individual working 10 hones at s2.00
an how,

(3) The value of working is deerenced inther than inereased,
Sinee the fannly iseligible for X16.20 in welfnre for doing nothing,
the =20.20 i additional Tamily ineome for 10 homrs of work at
S0 per howe amonnts to a value of ondy 73¢ an hour for working
Working (0 howrs noweel at %200 per howre i< worth only 90¢
perhour to the employee,

(1) Farnings from any employment (as well as ehild support
payments), if veported, reduce the benefits veceived by the family.

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

Employed by—

Private Private
employer employer
at $1 50 at $2.00
per hour per hou
- - r
40 hours worked :
Wages $60.00 $80.00
Welfare 15.40 2.10
Total income 75.40 82.10
20 hours worked:
Wages 30.00 40.00
Welfare 35.40 28.70
Total income 65.40 68.70
No hours worked:
Wages 0 0
Welfare 46.20 46.20
Total income ) 46.20 46.20 -

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

Fxeept as noted helow. eligibility to participate in the employment
program wonld be open to all famtly heads who ave U.S, e1hizens or
aliens law fully admitted for permanent residence with a child under
ngre I cor under age 22 and attending school full time), Participation
wonld be purely voluntary. Mothers with children under age 6 who
were «-ligi'»lv for welfare wonld also be eligible to participate in the
employment program if they so chose,

Participation in Work Program

Only one wmember of a family wounld he eligible (o participate in
the work program. the head of the houschold. ‘This would be (meml
to be the futher unless he was dead, abgent, or ineapacitated, in which
cuse it would be decmed to be the mother.,

A head of o household wonld not be permitted (o participate in the
employment program as a $L50-per-howr Government employee if he
or she:

(1) is a substantindly full time stadent ;

(22) s streiker, but this disqualifiention would nof apply to
any employee whois (1) not participating or diveetly interested in
the lahor dispute and (2) does not helong to a group of workers
uny of whom are paticipating in or finaneing or divectly inter-
ested in the dispute, ‘The disqualifiention also wounld not apply
to emplovees of supplicrs or other related businesses which are
forced to shut down or lay-ofl work beennse of a labor dispute in
which they are not diveetly involved. This disqualifieation,
adapted from the unemployment insurance Inws, is designed to
prevent the government finmneing one side of a labor-manage-
ment dispute. )

(3) is receiving nemployment compensation : . ‘

(1) is a single pevson or is a member of a couple with no child
under 18 (or under age 22 and attending sehool full time) : or

(5) has left employment without good canse or heen discharged
for eause or malieions miseonduct during the prior 60 days, The
Work Administration wonld be anthorized to extend the dis-
qualifieation to as much as six months for individuals who are
discharged beeansge of malicious misconduet or for the commission
of a erime against their employer,

In addition:

(6) a family would be ineligible if it has unearned income in
exeess of 3300 monthily or if total family income exceeds $5.600 an-
nually: and

(7) if an individual is able to find regular employment on a
part-time basig, he or she will be assured an opportunity for sufli-
cient additional employment as a Government employee to re-
sult in 2 combined total of 40 hours work per week. If an individ-
ual working substantially full time in private employment wishes
to work up to 20 hows in addition for the Government, the local
office of the Work Administeation (if it has work available) may
provide him or her such an employment opportunity. Similarly,
an individual working full time for the Government under the

TR 0726
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employment program could work an additional 20 hours with no
reduction in the number of hours of Government employment he
or she is provided.

Kinds of Employment

Three kinds of employment are provided:
1. Regular employment. in the private seetor or in jobs in pub-
lic or nonprofit private agencies, with nosubsidy;
2. Partially subsidized private or public employment ; and
3. Newly developed jobs. with the Federal Government bear-
ing the full cost of the salary.

Placement in Regular Employment

Some participants with little or no preparation could be placed im.
mediately in regular employment involving no Government subsidy.
These jobs would all pay at least $2.00 per hour.

Subsidized Public or Private Employment

In this eategory would be jobs not covered by the Federal mini-
mum wage law, in which the employer paid less than $2.00 per hour
but at least $1.50 per hour, No supplement would be paid if the em-
plover reduced pay for the job heeanse of the supplement. Thus no jobs
presently paying the minimum wage wounld be downgraded under the
Committee bill, and the minimum wage itself would not he affected.
Rather, the supplement relates solely to those jobs not covered today
under the minimum wage lnw. Some of these include:

Small retail stores: Outside salesmen in any industry.
Sales clerk

Cashier Public sector:

Cleanup man Recreation aide

Swimming pool attendant
Park service worker
Environmental control aide

Small service establishments:
Beautician assistant

Waiter Ecology aide

Waitress Sanitation aide

Busboy Library assistant

Cashier Police aide

Cook Fire department assistant
Porter Socinl welfare service aide

Chambermaid FFamily planning aide
A 4

Counterman Child eare assistant
Consumer protection aide
Domestie service: Caretaker
Gardener Home for the aged employee
Handyman
Cook Agrieultural labor:

Iousehold aide Jobs picking, grading. sort-

('hild attendant
Attendant for aged or dis-
abled person

ing, and grading crops:
spraying, fertilizing. and
other preparatory work;
milking cows; caring for
livestock
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For these jobs, the Federal Government would make a payment
to any employee wha is the head of a household equal to three quarters
of the difference between what the employer pays him and $2.00 per
hour. for up to 40 hours a week. Thus if an employer paid $1.50 an
hour the Federal subsidy would amount to 38 cents an hour (three-
quarterg of the 50-cent difference between $1.50 and $2.00). This wage
supplement would be administered by the local office of the Work
Administration.

Federally Funded Jobs

For persons who could not be \)lnco(l in cither regular or subsidized
public or private employment, jobs would be ereated which would pay
at the rate of $1.50 per hour, An individual could work up to 32 howrs
a week (an annual rate of about $2,100), and would be paid on the
basig of hours worked just ag in any other job, ‘There would be no pay
for houwrs not worked.

However, n woman with sehool-nge children would not he required
to be away from home during hours that the children are not in school
(unless child cure is provided), although she may be asked. in order to
earn her wage. to provide after-school care to children other than her
own during these hours, )

If an individual is able to find regular employment on a part-time
basis, he or she will be assured an opportunity for suflicient additional
employment ag a Government ('mp{n) ee to result in a combined total
of 40 hours work per week. If an individual working substantially
full time in private employment wishes to work up to 20 hours in
addition for the Government, the focal office of the Work Admin-
istration (if it has work available) may provide him or her such
an_employment opportunity. Similarly, an individual working
full time for the Government under the emplovment program could
work an additional 20 hours in private emplovment with no reduetion
in the number of hours of Government employment he or she is
provided.

Participants would not be considered Federal employees, nor would
they be covered h;\z social security, unemployment compensation or
workmen's compengation. The 10 pereent special work-bonus would
not apply to their salary.

For these individuals who cannot be placed immediately in regular
employment at a rate of pay at least equal to the minimum wage, or
in subsidized private employment, the major emphasis would be on
having them perform useful work which can contribute to the better-
ment of the community. .\ large number of such activitics are currently
going undone because of the lack of individuals or funds to do them.
With a large body of participants for whom useful work will have to
be arranged, many of these community improvement activities could
now be done. At the same time, safeguards are provided so that the
program meets the goal of opening up new job opportunities and does
not simply replace existing employees, whether in the public or private
sector.

Any job in the regular economy paying $1.50 per hour or more, even
a part-time job, would yield a greater income than $1.50 per-hour
Government employment and it is anticipated that this will serve as
an incentive for participants to seek regular employment. Tn addition,
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the cost 1o the Government would he cabstantially less for an indi-
vidual in vegular einployment.

Work Bonus for Low-Income Workers

Low-income workers in regnlar employment who head  familios
wonld be eligible for a work bonne equal to 10 pereent of their wages
taxed ander the soewl seenvity (o eailvoad vetivement) program, if
the wage income of the husbamd and wife is 1000 or less. For fam-
ilies where the hushand’s and wife's wage income exeeeds $1,000, the
work honus wounld he equal to S100 minus one-quarter of the amonnt
by which this income exceeds Sp000, Thus there would be no work
bonus onee income retched SHGB00 (<5600 eveepds KEOOD by SLGOD;
one quarter of SLGOO i< X100, whieh subteaeted from S100 equals zero).,

The size of the work bonus is <hown on the table helow }nl' seleeted
examples:

Annnal carvings of family tarcd wpdes sociad sceurity Work honus

s2000 0 . . 200
3000 0 0 . .. ] . . 11
Loy . . . 400
20 oo . L L . ) 1ho
HOOO .. . ] ) o 0

The plan incorporates the features of (1) not varving henefits hy
family size, but only by income, providing no cconomie incentive for
having additional ehildven: and (2) having a gradual phaceout of
the amount of the puyment as income rises above SLO0H <o as not to
ereate a work disineentive, The plan would cost an estimated $1.2
billion and would provide work honns payments to 515 million
families,

There are certnin types of work which are covered under social se-
curity but onlv when the amount of wages earned from a single em-
plover exceeds S50 in a quarter, This limitation up\xlivs to the employ-
ment of domesties, yardmen and other similar non-husiness employees.
Such employees, if they are the heads of a Tamily. wonld get the work
honus with respect to all of their wages ineluding those not covered by
socinl seennity heenuse of the S50 quarterly limitation. In order to gqual-
ify for the work bonus on these wages, however, the individual wonld
have to arrange to perform the work as an emplovee of the Work Ad-
ministration which wonld pay him the prevailing wage for the job and
bill the private employer for the wages and other costs associated
with making his «crvices available, 1f the employment would ordi-
narilv be covered hy social seewvitv, then it will be covered under
social security when arvanged on this basis by the Work Administra-
tion. 1 the employment is not covered by social seeurity, then the em-
plover will not have to pay sovial seeurity taxes. However, the Work
Administration will have a record of all such wages which would
have heen subject to soeial seenrity taxes but for the requirement that
at least £30 be paid by a private employer during a quarter,

The 10 percent work bonus would be administered by the Internal
Revenne Serviee.
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Transportation Assistance

In recognition of the fact that a major reason for low-skilled jobs
going unfilled in metropolitan avens is the diffienlty an individual
faces getting 1o the potential job, the Work Administration would
be nuthovized 1o arrange for transportation assistanee where this is
necessary (o place its employees in regulne jol s, For exnmple, the
Work Ndmimstiation mi;z‘u determine the upper limit of transporta-
tion time to get taa job  say, I minntes or one hour, depending on
the average conmmting time in the aren, 1f the individunl ean get to
the job within that amount of time through ordinary publie transpor-
ttion or other artangements, then he would be expeeted to do so, 1f
this could not be done, however, then the Work Administeation would
be nuthotized to provide teansportation diveetly to employees who
conld be plaeed in regalar jobs in order to ent the teansportation time
down to the stundard, The Work ANdministeation could only do this
where it was neeessary in order to inerease employment opportunities,
Inany ease, the cost would ordinarily not he horne by the Govern-
ment  the employee wonld pay the Work Administration, and per-
haps be reimbursed Iy the emplover if this is eustomary in the avea for
the type of job imvolved. The Work Administintion wonld have the
flexibility to absorh come of the costs involved in unusnal cireum-
stithees,

Training

Participants in the employment progeam would be eligible to volun-
feer for training to improve their skills under the training program
administered by the Work Administeation. The individual wonld be
aceepted for emollment to the extent funds are available and only if
they ave <atislied that the individual is:

1. Capable of completing training: and
2, Able to beecome independent throngh employment at the end
of the training and ns aresult of the training.

Employees under the employment progream who wished to partiei-
pate in training wonld he strongly motivated, for they would be paid
only 2130 tather than 8130 for ench hour of training. Following the
suecessful completion of training (which could not exceed 1 year in
duration). the trainee would receive a lnmp-sum bonus for having
completed training.

Beivices

Sinee the purpose of the proposal is to improve the quality of life
for ehildren and their families, any member of a family whose head
participates in the work program could be provided services to
strengthen family life or reduee dependeney, to the extent funds are
available to pay for the services, Open-ended funding would be pro-
vided for family planning and child eare services. 'The ageney admin-
istering the employment program would vefer family membersto other
agencies in arranging for the provision of social and other services
which they do not provide direetly. For example, a disabled family
member might be referved to the voeational rehabilitation ageney. or
n 16-year-old ont-of-school youth might be referred to an appropriate
work or tiaining program, even though the cost of the services them-
selves would not be borne by the employment program.
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Former participants in the work program would have access to
free family planning services and to child care on a wholly or partly
snbsidized basis, depending on family income, Other services needed to
continue in employment, including minor medical needs, could be
provided by the ageney ndministering the program.

State Supplementation

In order to prevent the State welfare program from undermining
the objectives of the Federal employment program the State would
have to assume that individuals oligil)lo 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 mothers 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 (the amount an employee
would earn working 40 hours n week at $2.00 per hour) to ensure
that the incentive system of the alternative plan is preserved. These
earnings disregards would be a flat requirement ; States would not be
required to take into account work expenses., The effect of this
requirement would be to give a participant in the work program a
strong incentive to work full time (since earnings 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.

Food Stamps

Individuals participating in the employment program would not be
eligible to participate in the food stamp program. However, States
would be reimbursed the full cost of adjusting any supplementary
benefits they m*ght decide to give to participants o as to make up for
the loss of food stamp eligibility. Tn 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 the 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 Dependent Children category).

Children of Mothers Refusing to Participate in the Employment
Program

Under the employment program, mothers in families with no chil-
dren under age six would generally be ineligible to receive their basic
income from the Aid to Families with Dependent Children program.
If it comes to the attention of a welfare agency, however, that chil-
dren are suffering neglect because a mother who is ineligible for basic
income under AFDC also refuses to particik)ate in or i8 disqualified
from the employment program, the Work Administration would be
authorized to make payment to the family for up to one month if the
mother is provided counseling and other services aimed at persuading
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her to participate in the employment program. Following this, the
mother would either have to be found to be incapacitated under the
Iederal definition (that is. unable to engage in substantial gainful
employment). with mandatory referral to vocational rehabilitation
agency; or, if she ig not found to be incapncitated. the State could
arrange for protective payments to a thirt? party to ensure that the
needs of the clhil(l ren are provided for.

Administration of the Employment Program

The employment program would be administered hy a newly created
Work Administration headed by a 3-man hoard appointed by the Pres-
ident with the advice and consent of the Senate, 'l‘ 10 actual operations
of the program would be earrvied out by local offices of the Work
Administration,

The loeal office would hire individuals applying to participate,
develop employability plans for participants, attempt to expand job
opportunities in the community, aveange for supportive serviees
needed for persons to participate (utilizing the Work Administration’s
Bureau of Child Care to arrange for child eare serviees), and operate
programs utilizing participants which are designed to improve the
quality of life for the chi&dr(-n of participants in the employment
program,

Employment Program in Puerto Rico

Certain provisions relating to the employment program in Puerto
Rico were made. These modifications are necessary heeause of the fact
that Puerto Rico has a different minimum wage structure than the rest
of the United States, has substantially lower per eapita income, and
has a high rate of unemployment. Under the Committee bill the wages
paid to Government employees would be equal to three-quarters of the
lowest minimum 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. The wage
supplement 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 earngrs in jobs covered by social
security would apply.

Tax Credit to Develop Jobs in tl.e Private Sector

The provision of the present tax law under which an employer
hiring a participant in the Work Incentive Program is eligible for
a tax credit equal to 20 percent of the employee’s wages during the
first 12 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 new guaranteed employment
program.
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Because the guaranteed job opportunity program, unlike the Work
Incentive Program, \\nul(" he open to the head of any fanily with
childven, the following limitations wounld he added to the pro
visions of the tax eredit to ensure that the credit meet< the primaiy aim
of expanding employment opportunities for participants in the Com
mittee's work program:

1. "The eredit would apply only with vespect to individunls who
have been participating in the gnarvanteed job program for at least
one month;

2, ‘The eredit would not he applieable with vespeet to more than
15 pereent of all employes of the employer inany one year (though
the employer would always he permitted to take the evedit for
least. one employee) ;

3. The eredit wonld not be available in cases where an employee
is discharged and veplaced by another employee who formerly
worked forthe Work Ndministeation: and

4 The eredit could not exceed S800 in the case of any one em
ployee (20 pereent of #1000, approsimately the smount of annual
earpings at £2 an hour).

In order to ereate additionnl employment opportunities for partici
pants in the gnaranteed job progeam, the Committee hill would extend
the eredit to private employers hiving paiticipants in addition to
businesses, .\ private employer taking the eredit wonld not he ehgible
at the same time for the income tax ehild enve or household expense

deduetion,
Effective Dates

The effective date for the basie job opportunity progeam is Junuary
1974, As of that date, families which inelude an employahle adult
(including a1 mother with no child under age 6) will no longer he eli-
gible for welfare as their basie income, Tf nnable to find a regular joh,
however, the family head will be assured of Government employ ment
paying £1.50 an hour for 32 hours weekly, producing £2.400 of income
annually, the same amount which would have been payuble to a family
of 1 under the Honse-passed family assistance plan,

The 10 pereent work bonus and the wage supplement payinent would
hecome payable even hefore the full gnaranteed employment program
is operative. Speeifieally, the work bonus whieh will be paid quarterly
to Jlow-income workers will become effective starting in January 1973,
The wage supplement for family heads in vegular jobs not covered
nnder the minimum wage law and paying less than $2.00 per honr will
be effective July 1973, utilizing the services of the loeal employment
service oflices to make the payments until the Work Administration
mechanism is functioning.



GENERAL WELFARE PROVISIONS, CHILD WELFARE
SERVICES, SOCIAL SERVICES, AND OTHER PROVISIONS

1. GENERAL WELFARE PROVISIONS

The following amendments approved by the Committee apply to
both the adult categories (Aged, Blind and Disabled) and to the Aid
to Families with Dependent Children entegory, Other provisions for
cach eategory are specified in separate sections of this release relating
to each program.

Welfare as a Statutory Right

A number of conrt eases in recent vears have heen based on the view
that welfare is a property right vather than a gratuity provided for
under a statute. The Committee agreed to make clear in the statute
that welfare is a statutory right granted under law which can be ex-
tended. restricted, altered, amended or repealed by law. It is distinet
from n property right or any right considered mviolate under the
Constitution,

Declaration Method of Determining Eligibility

Generally speaking, the usual method of determining eligibility for
{mhli«- assistance has involved the verification of information provided
by the applicant for assistance through a visit to the applicant’s home
and from other sources. IFor persons found eligible for assistance, re-
determination of eligibility is required at least annually. and similar
procedures arve followed.

The Department of Health, Edueation, and Welfare has required
States to nse a simplified or *declaration method™ for aid to aged. blind,
and disabled. and has strongly urged that this method be used in the
program of Aid to Families with Dependent Children. The simplified
or “declaration method™ provides for eligibility determinations to be
based to the maximum extent possible on the information furnished by
the applieant. without routine interviewing of the applicant and with-
out routine verification and investigation by the caseworker. 'T'he Com-
mittee bill preeludes the use of the declaration method by law. It also
explicitly authorizes the States in the statute to examine the applica-
tion or current circumstances and promptly make any verifieation from
independent or collateral sources necessary to insure that elizibility
exists. The Secretary could not. by regulation, limit the State's author-
ity to verify income or other eligibility factors.

Denial of Welfare for Refusal to Allow Caseworker in Home

In 1969 a Federal District Court ruled on constitutional grounds
that a State could 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
Court reversed the lower court’s decision. The Committee agreed to
codify the Supreme Court's decision in the statute by amending the
Act to permit a State to require as a condition of eligibility for wel-
fare that a rocipicnt allow a caseworker to visit the home at a reason-
able time and with reasonable advance notice,

Furnishing Manuals and Other Policy Issuances

Regulations issued by the Department of Health, Education, and
Welfare in October, 1970, require States to make available current
copies of program manuals and other policy issuances without charge
to public or university libravies, the local or district oftices of the Bu-
rean of Indian A fnirs, and welfare or legal services oflices or orga-
nizations, The material may also be made available, with or without
charge, to other groups and to individuals, ‘The Committee approved
an amendment under which States would be permitted to be reim-
bursed for the cost (but no more than the cost) of making this infor-
mation available.

Requirement of Statewideness for Social Services

The Socinl Security Act requires that social services (including
child care and family planning services) under the welfare programs
be in effect in all politieal subdivisions of a State in order for the
State to obtain Federal matching funds. This requirement of state-
wideness has sometimes delayed the provision of these services. The
Committee agreed to permit the Seeretary to waive the requirement of
statewideness for services.

Use of Social Security Numbers and Other Means of Identification

The Committee hill wonld require the use of social security numbers
in the administration of assistance programs. States would use social
security numbers for case file identifieation. for eross-checking pur-
poses and as an aid in the compilation of statistical data with respect
to the welfare programs. In addition. States would be authorized to
use photographs and such other means of identification as they desire
in administering the welfare programs, as well as setting penalties for
misuse of these means of identification.

Duration of Residency

The Commiittee agreed to require States to establish a three-month
duration of residence requirement in order to be eligible for welfare.
If a welfare recipient in one State moves to another State, the State
of origin would continue making the welfare payments for three
months; however, no State would be vequired to make welfare pay-
ments more than 90 days after an individual has left the State.

The Committee also agreed with the provision in the House-passed
version of ILR 1 that would make an individual ineligible for wel-
fare pavinents during any month in which the person is outside the
United States the entire month; once an individual has been ontside
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the United States for at least 30 consecutive days, he must remain in
the United States for 30 consecutive days before he may again hecome
eligible for welfare,

In addition. to become eligible for welfare. an individual must be
a resident of the United States and either a citizen or alien lawfully
admitted for permanent residence or a person who is a resident under
color of law.

Welfare Payments for Rent

Under existing law welfare payments are ordinarily made directly
to the recipients. Some States have indicated that they conld effect sub-
stantial administrative savings if they were permitted to inake a single
payment dirveetly to publie housing anthorities of the rent portion of
welfare payments for recipients in public housing. The Committee bill
would permit States to do this. 1t wonld also permit State welfare
agencies to make a vendor payment for rent dirvectly to a landlord pro-
vided that (a) the welfare recipient has failed to make rent payments
(whether or not to the same landlord) for two consecutive months, and
(b) the landlord agrees to aceept the amount actually allowed by the
State to the vecipient for shelter as total payment for the rent. The
Committee also agreed to repeal a welfare amendment in Publie Law
92-213 which would require welfare agencies in some circumstances to
pay as a rental allowanee more than the actual cost of rent.

Alcoholics and Addicts

The Committee was concerned over the fact that many thousands of
recipients on welfare who have been determined to be aleoholies and
addiets are not being provided necessary rehabilitative eare and
treatment. I'or explanation of committee mnendments related to care
and treatment of these persons, see the end of the ceetion on Medicare
and Medieaid provisions,

Sharing the Cost of Prosecuting Welfare Fraud

Under present law, the Federal Government pays 50 percent of the
cost of administration of the welfare programs, as these costs are in-
curred by the State welfare ageney. The Committee bill extends an
amendment providing 50 pereent Federal matehing also for the cost
of State and local prosecuting attorney efforts to prosecute welfare
fraud.

Recent Disposal of Assets

Under present law, an individual with assets whose value exceeds
the welfare cligibility level in the State. may dispose of those assets
in order to qualify for assistance. For example. an clderly widow
may give her assets to her children to qualify for assistance even
though the children contintie to make the assets available to her.

The Committee hill deals with this situation by providing that
anyone who has voluntarily assigned or transfered property to a
relative within one year prior to applying for public assistance and
who has received less than fair market value for the property. will be
ineligible for public assistance for one year period commencing with
the date of transfer.
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Recouping Overpayments

The Committee agreed to provide statutorily that overpayments
constitute an obligation of an individual to be withheld from any
future assistance payments or any amounts (other than Social Secur-
ity death benefits) owed by the Federal Government to the individ-
ual: in addition, overpayments could be colleeted through ordinary
collection procedures.

Ineligibility for Food Stamps

Under the Committee bill (as under the House version). individuals
in the welfare programs will not be eligible for food stamps or surplus
commodities, States would be assuved that there would be no addi-
tional expenses to them if they adjust their welfare payment levels to
take into account loss of entitlement for food stamps. so that recipients
would sufler no loss of income as a result of losing entitlement to
food stamps.

Appeals Process

Present law requires that a State plan must provide for granting
an opportunity for a fair hearing before the State ageney to any in-
dividual whose elaims for aid is denied or not acted upon with reason-
able promptness.

On Mareh 23, 1970, the Supreme Court ruled in two eases ((fold-
berg v. Kelly (397 U.S, 251) and Wheeler v. Montgomery (397 U.S.
280)) that assistance payments conld not be terminated before a re-
cipient is afforded an evidentiary hearing. The decision was made on
the constitutional grounds that termination of payments before such
a” hearing would violate the due process elause. The Court argued
that welfare payments are a matter of statutory entitlement for per-
sons qualified to receive them. and that “it may be realistic today
to regard welfare entitlements as more like *property” than a ‘gratu-
ity.” * * * The constitutional challenge cannot be answered by an
fn'gli"t“.‘-"-t.f]““ public assistance benefits are *a “privilege™ and not a
‘right,

The ITEEW regulations based on the court’s decision (45 CTR 205.10)
go much further than the court in spelling out the requirements for
fair hearings. The tone and emphasis of the regulations is shown in
these excerpts: “.Agency emphasis must be on helping the elaimant to
submit and process his request. and in preparing his case. if needed.
The welfare ageney must not only notify the recipient of his right to
appeal. it must also notify him that his assistance will be continued
during the appeal period if he decides to appeal.” The regulation con-
tinues: “prompt. definitive. and final administrative action will be
taken within 60 davs from the date of the request for a fair hearing.
except where the claimant requests a delay in the hearing” (emphasis
added).

The Committee bill deals with this situation by requiring State
Welfare agencies to reach a final decision on the appeul of a welfare
recipient within 30 days following the day the recipient was notified
of the agenev's intention to reduce or terminate assistance. The
bill would also require the repayment .to the agency of amounts
which a recipient received during the period of the appeal if it was
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determined that the recipient was not entitled to them. Any amounts
not repaid wonld be congidered an obligation of the reeipient and
would he reconped in the same manner as other overpayments. ITn
addition, the Committee bill would stipulate that the recipient has a
right to appeal at a higher administrative level but that payments
need net be continned onee an initial adverse determination has been
made on the Jocal level at o hearing at which evidenee ean he presented.

The Committee provision was designed to assuve that the appeals
procedures wonld lw handled expeditiously by the State and also to
assure that appeals would not he made frivolously.

Safeguarding Information

The statates in all of the welfare programs under the Social Security
Aet provide safegrards which restriet the use or disclosure of infor-
mation coneerning applieants and recipients to purposes direetly con-
nected with the administration of cach welfare program, Regulations
issued by the Department of Health, Education, and Welfare state
that the same policies apply to requests for information from a gov-
ernmental anthority, the courts or law enforcement oflicials as from
any other outside source.

The Committee bill re-enacts these statutory provisions but inelndes
features making it elear that this requirement may not be used to pre-
vent a court, pru:vvuting attorney. tax :mthnrity. law enforeement
ofticial, legislative body or other public official from obtaining infor-
mation in connection with his oflicial duties including the colleetion of
support payments or proseenting frand or other eriminal or ecivil
violations,

Separation of Services and Eligibility Determination

A further example of legislation through regulation involves the
separation of social services from the welfare poyment process. On
March 1, 1972, the Department of TTHEW issued a regulation requiring
States to have completely separate administrative units handling the
yrovision of social services and handling the determination of chgi-
sility for welfare. The issuing of this regulation was justified on the
grounds that the Family Assistance Plan in the House-passed bill
would soon be enacted and it would require a separation of the State-
administered services program from the Federal welfare payment pro-
grams, Under the Committee bill States would not be required to
separate the provision of social services from the determination of
chgibility for welfare.

Quality of, Work Performed by Welfare Personnel

In an effort to try to upgrade the quality of work performed by
welfare personnel, the Committée bill directs the Secretary of the
Departinent of Iealth. Education, and Welfare to study and report to
the Congress by January 1, 1974, on ways of enhancing the quality of
welfare work, whether by fixing standards of performance or other-
wise. In making this study, the Secretary could draw on the knowl-
cdge and expertise of persons talented in the field of welfare adminis-

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

Offenses by Welfare Employees

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

Under the Committee bill similar rules would apply under the wel-
fare laws that could relate to an upgrading of the quality of perform-
ance by welfare workers in general and serve as the basis for standards
of conduct which hopefully might narrow the wide variations in em-
ployee conduet which exist today.

Specifieally. under the Committee bill it would be a erime punish-
able by a fine of up to $10.000 or imprisonment of up to 5 yvears, or
hoth, m the ease nll a welfare employee who is found guilty of :

(1) extortion or willful oppression under color of law: or

(2) knowingly allowing the disbursement of greater sums than
are authorized by law. or receiving any fee. compensation. or
reward, except as preseribed. for the performance of any duty : 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
the 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 the U"nited States or any local. county
or State government ; or

(7) making or signing any fraudulent entry in any hook. 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
provis®® of 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 pavment or gift, or otherwise, any sum of money
or other thing of value for the compromise. adjnstment, or settle-
ment of any charge or complaint for any violation or alleged
violation of law.except as expressly authorized by law,

In addition to these penalties the employee involved shall be dis-
missed from oflice or discharged from employment.

Limiting HEW Regulatory Authority in Welfare Programs

The Social Security et permits the Seeretary of Health, Edueation,
and Welfare to *“Make and publish such rnles and regulations, not
inconsistent with this Aet, us may be necessary to the efficient adminis-
tration of the functions™ with which he is charged under the Act.
Similar authority is provided under each of the welfare programs.
Particularly since January, 1969, regulations have been iszued under
this general authority 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 growth of the welfare caseload in recent
vears to these regulations of the Department of TTEW.

A number of Committee decisions deal with problems raised by
specific ITEEW regnlations. In addition. the Committee agreed to
modify the statutory language quoted above by hmiting the Secre-
tary’s regulatory anthority under the welfare programs <o that he
may issue regulations only, with respeet to specifie provisions of the
Aet and even in these eases the regulations may not he inconsistent
with these provisions.

Demonstration Projects to Reduce Dependency on Welfare

The Social Security Act eurrently anthorizes appropriations for
research and demonstration projects in the area of public assistance
and social services. The authorvity has been used to fund several guar-
anteed minimum income experiments and also a large number of
projeets related to providing social services to welfare recipients, The
Committete agreed to place emphasis on those programs helping per-
sons to hecome economically independent by requiring that one-half
of the funds spent under these two sections he spent on projects rclat -
ing to the prevention and reduction of dependency on welfare. rather
than welfare expansion.

2, CHILD WELFARE SERVICES

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

The Committee adopted an amendment increasing the annual au-
thorization for Federal grants to the States for child welfare services
to $200 million in fiseal year 1973, vising to $270 million in 1977 and
thereafter. For fiseal 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 providing foster eare which now represents the largest single item
of child welfare expenditure on the county level, ‘The Committee, how-
ever, avoided earmarking amounts specifically for foster care so that
wherever possible the State and counties could use the additional funds
to expand preventive child welfare services with the aim of helping
families stay together and thus avoeiding the need for foster care. The
additional funds can also be used for adoption services. including
action to increase adoptions of hard-to-place children.

National Adoption Information Exchange System

The Committee hill would authorize 81 million for the fivst fiseal
yvear and such sums as may be necessary for sneeeeding fiseal years for
a Federal program to help find adoptive homes for hard-to-place chil-
dren. The amendment would anthorize the Seervetary of Health, Kdu-
cation, and Welfare to “provide information, utilizing computers and
modern data processing methods. through a national adoption infor-
mation exchange system, to assist in the placement of children await-
ing adoption and m the location of chil(}ron for persons who wish to
adopt (-Lil(lron. including cooperative efforts with any similar pro-
grams operated by or -vithin foreign countries. and such other related
activities as would further or facilitate adoption.”

3. SOCIAL SERVICES

Federal Matching for Social Services

The Committee also approved an amendment elarifving the types of
social services for which Federal funding may be provided and hring-
ing such funding within the limitations of the appropriations process.
Under current law, cach State determines what kinds and amounts of
social services it will provide to welfare recipients (and other low-
income persons who are classified as potential recipients). Whatever
services the State provides are matehed on a 75 percent Federal, 25
percent non-Federal basis.

Beeause this matehing is completely open-ended and not subject
to the ordinary limitations of the appropriation process. Federal costs
for social services have soared in the past few years from $351 million
in 1969 to $692 million in 1971, and to an estimated $1.363 million in
1972,

The Committee amendment would specifically list the services for
which Federal matehing may be provided. For families, the services
would be:

(a) services to unmarried women who are pregnant or already
have children, for the purpose of arranging for prenatal and post-
natal care of the mother and child. developing appropriate living
arrangements for the child, and assisting the mother to complete
school through the secondary level or secure training so that she
may become seli-sufficient ;

(b) protective services for children who are (or are in danger
of being abused. neglected. or exploited :

(¢) homemaker services when the usual homemaker becomes
ill or incapacitated or is otherwise unable to earve for the children
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in the family. and services (o educate appropriate family members
about household and related finaneial management and matters
pertaining to consumer proteetion:

(1) nutrition services:

(¢) services to assist the needy families with children in dealing
with problems of locating suitable housing arrangements and
other problems of inadequate housing. and to educate them in
practices of home management and maintenance;

(f) emergeney services made available in connection with a
crisis or urgent need of the family. Fives, floods, aceidents. deser-
tions and illnesses ean all he disasters to people which may lead
to institutionalization and dependency unless immediate response
ean be brought to bear on the problem:

(g) services to assist appropriate family members to engage
in training or seeure or retain emplovment : and

(h) informational and referral services for individuals in need
of services from other ageneies (such as the health, edueation. or
vocational rehabilitation ageney, or private social agerrcies) and
follow-up activities to assure that individuals referred to and
eligible for available services from such other ageneies received
such services.

FFor the aged. blind. and disabled. the services would include:

(1) protective services for individuals who ave (or are in danger of
being abused, neglected. or exploited, such as institutional services for
those aged or physically or mentally disabled who are unable to main-
tain their own place of residence::

(b) homemaker services, including edueation in household and re-
lated finaneial management and matters of consumer protection, and
services to assist aged, blind, or disabled adults to remain in or return
to their own homes or other residential situations and to avoid institu-
tionalization or to assist in making appropriate living arrangements
at the lowest cost in light of the eare needed:

(¢) nutrition services. including the provision. m appropriate case,
of adequate meals. and edneation in matters of nutrition and the prep-
aration of foods:

(d) services to assist individuals to deal with problems of locating
suitable housing arrangements and other problems of inadequate hous-
ing, and to educate them in practices of home maintenance and man-
agement;

(e) emergency services made available in connection with a erisis or
urgent need of an individual ;

(f) services to assist individuals to engage in training or securing or
retaining employment : and

(g) informational and referral services for individuals in need of
services from other agencies (such as the health, education, or voca-
tional rehabilitation ageney. or private social agencies) and follow-up
activities to assure that individuals referred to and ehigible for a 'aill
able services from such other agencies received such services.

Under the Committee amendment, Federal matching for social
services beginning January 1973 would be the same as Federal match-
ing for Medicaid (which ranges from 50 percent to 83 percent. depend-
ing on State per capita income). with two differences: (1) Federal
matching would not exceed 75 percent. and (2) for the 12 months of

70-184 O - 72 - 7
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calendar year 1973, the Federal matching percent would not be below
65 percent even if the Medicaid matching rate is below 65 percent.
Child care and family planning services would continue to he 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 AFDC cate-
gories (excluding child care. family planning, and 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 ATDC. This has proven to he an
unnecessary administrative 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,
1974, the Committee bill would continue 90 percent Federal matching
for supportivo services other than family planning services to enable
AFDC recipients to participate in the Work Incentive Program.

4, OTHEE. PROVISIONS

Evaluation of lsrograms 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 that:

(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

(¢) The study or evaluation will not be duplicative of any study
or evaluation which is being conducted, or will be conducted with-
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
the use of Federal funds to pay. directly or indirectly, the compensa-
tion or expenses of any individual who in any way participates in
action relating to litigation which is designed to nullify Congressional
statutes or pnﬁoy under the Social Security Act. This prohibition may,
however, be waived by the Attorney General 60 days after he has
provided the Committee on Finance and the Committee on Ways and
Meanswith notice of his intent to waive the prohibition. This will allow
the Committees time to take legislative action if appropriate. This
amendment is similar to one approved by the Committee in 1970 as
part of the Social Security-Welfare bill of that year—a bill which was
not finally enacted.

Appointment and Confirmation of Administrator of Social and
Rehabilitation Services

The Social and Rehabilitation Service was established in 1967 by a
reorganization within the Department of Health, Iducation. and Wel-
fare. Its responsibilities at present are hroad. encompassing the fed-
erally aided welfare programs, medicaid, and programs in the areas
of vocational rehabilitation. aging, and juvenile delinquency. The sums
involved are huge: the bulk of the $14-billion 1972 budget for the
agency is spent on the public assistance and medicaid programs. The
Commiittee agreed to upgrade the stature of the Administrator of the
Social and Rehabilitation Service by having the President select him
and by having him confirmed by the Senate as his colleagues with
equivalent positions in the Department (the Commissioner of Social
Socurity. the Commissioner of Iiducation, and the Surgeon General)
Now enjoy.



CHILD CARE

At the present time, the lack of availability of adequate child care
today represents perhaps the greatest single obstacle in the efforts of
poor families. especially those headed by a mother. to work their way
out. of poverty. It also represents a hindrance to those mothers in
families above the poverty line who wish to seek employment for their
own self-fulfillment or for the improvement of their family’s economic
status,

The Committee on Finanee has long been involved in issues relating
to child eare, T'he committee has been dealing with child eare as a seg-
ment of the child welfare program under the Social Seeurity et since
the original enactment of the legislation in 1935, Over the years, an-
thorizations for child welfare funds were inereased in legislation acted
on by the committee.

As part of its continuing concern for the welfare of families with
children who ave in need. and in order to provide for the expansion
of child care required to enable the new employment program to meet
its goal of making present AT D recipients independent. the Commit-
tee is proposing a new approach to the problem of expanding the
supply of child eare services and improving the quality of these serv-
ices. The Committee bill thus establishes within the new Work Admini-
stration a Burean of Child Care with the eventual goal of making child
eare services available throughout the Nation to the extent they are
needed, but are not supplied under other programs.

Bureau of Child Care

The Bureau of Child Care wonld have as its fiest priority mak-
ing available child care services to participants in the employment
program. Neat in order of priovity would be the provisions of child
care to low-income working mothers and to other mothers desiring
child care services.

Where child development services are available under any other
legislation approved by the Congress, the Bureau would attempt to
place children in those services.

To the maximum extent possible. the Bureau would attempt to uti-
lize mothers participating in the employment program in providing
child care services.

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

Federal child care standards are specified in the amendment to as-
sure that adequate space. stafl and 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 Federal standards. but will not be
subject to any licensing or other requirements imposed by States or
localities. This provision will make 1t possible for many groups and
organizations to establish child care facilities under contract with the
Burean where they camnot now do so because of overly rigid State
and local requirements.

Subsidization of child care for low-income working mothers will
depend on the availability of appropriations. 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 mothers, fees would be charged for services provided
or arranged for by the Bureau. They would be set at a level which
would cover the unsubsidized costs of arranging for child care. The
fees would go into the revolving fund to provide capital for further
expansion of services.

The child care amendment also includes provision to authorize the
Bureau to issue bonds for construetion if. after the first two years of
overation, the Bureau feels that additional funds for ecapital con-
struction of child care facilities are needed. Up to $50 million in bonds
could he issued each year. with an overall Iinit of $250 million on
bonds outstanding.

Authorization

The Committee agreed to authorize $600 million in fiseal year 1973
(and such sums as the Congress might appropriate thereafter) to ar-
range for and to pay for part or all of the cost of ehild care for the
children of participants in the employment program and to other low

“income working mothers. (The House bill would provide $750 million
for substantially the same purposes.)

Grants to States for Establishment of Model Day Care

The Committee expects that much of the child care offered by the
Bureau of Child Care will be similar to that provided by mothers in
their own home, since experience has shown that most working mothers
prefer family day care because of its convenience and its informality.
[Towever, the Committee has also provided a 3-year program of grants
to States to permit them to develop model child eare. Appropriations
would be authorized to permit each State in fiscal years 1973, 1974 and
1975 to receive a grant of up to $400,000 per year to pay all or part of
the cost of model care, whether through the 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.
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AID TO FAMILIES WITH DEPENDENT CHILDREN
Persons Eligible for Aid to Families With Dependent Children

The Committee bill, when the Guaranteed Em%loyment program
goes into effect on January 1, 1974, will require that States:
1. Make eligible for AFDC only the following classes of
families: , . Co
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 1ll, incapacitated, or of
advanced age;
d. Families headed by mother too remote from an employ-
ment program to be able to participate; oo
e. Family headed by mother attending school fulltime
even if there 18 no child under 6; and g -
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 payments under the State program suffi-
cient to bring 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 (o supplement them) are families headed by an
able-bodied male and families headed by an able-bodied female if all
her children have reached age six. —— C

[ o

Definition of “Incapacity” Under Aid to Families with Depéhdeﬁt
Children s

Under present law the Federal Government will match payinents
to families where the father is incapacitated. The definition’ 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

(93)
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short term, temporary disabilifiy 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,,"l“‘here 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 questionof his obligation to support.
The determination would have to consider the following indications
of the existence of a parental relationship :

lb.l°The individual and the child are frequently seen together in
public;

2. The individual is the parent of a half-brother or half-sister of
the child ;

8. 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
isill 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
carned 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. : ' » ~ o ’

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.

Inorder 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. A ' '

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 requirement; 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 program a strong in-
centive to work full time. (since earnings 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 perweek__. ... . . ... ... None 20 32 40
Hourly wage.__._.._._. e e $150 $1.50 $2.00
Approximate actual monthly income__...._. ‘0 $130 $200 '$375

Income deemed available for State welfare

PUFPOSeS. - - - o e eee e $200 $200 $200 $200

. * Assistance -Levels’ aE e

Under existing law, each State decides the level of assistance it
will provide for AFDC' families. The Committee bill generally re-
affirms the right ‘of the State to make this determination. In moving

_—toa 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 AEDC 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. -.i.jii. -5 «f
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that Aid to Families with Dependent Children shall be furnighed
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. :

i

Community Work aﬁd 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—unless the
program is part of the Work Incentive Program., The Committee bill
provides that during the périod between enactment of the House bill
and the effective date of the new Federal employment program, the
community work training provisions in the law prior to the 1967
amendments would be applied so that States wishing to have such
programs in the interim could do so. Ceo

1

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 the'AFDC payments are
not used in the best interests of the child, it “may” provide counseling
and guidance services so that the mother will use the peyments 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. L

i
1 L

', ., Emergency Assistance—Migrant Workers ~* ' .
: Under existing law, emergency assistance may, at the option of the
States, be ‘provided to needy families in crisis situations, and it'may
be provided either statewide or in part of the State. Emergency assist-
ance programs have been adopted in about half of the States, and they
receive 50 percent’ Federal matching. Under the'law, assistance may
be furnished for a peribd‘not in excess of 30 days iniany'12-month
period in cases in which a child is without available resources and the
payments, chre, of' services involved aré necessary to avoid destitution
of the child or to provide living arrangements for the child, The Com-
mittee bill, (1). requires that all States have a. p'r()grg{p lof'g:ﬁiérgency
agsistance, to, migrant”families with children;, (2) requires that the
program’ be statewide if application; and’(3) provides 75 percent
Federal matching for emergency assistance to migrant families.
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Making Establishment of Advisory Committee Optional

Regulations issued by th- Department, of ITealth, 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 States.

Administrative Costs

The Committee agreed that the Federal Government 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 é)rovided under
present law. This approach is described in detail under the heading
“Fiscal Relief for States.”

ur

¢
RIAN1



TN > gy

b P R v

9%

/I'ABLF. 10.—RECIPIENTS OF AID TO FAMILIES WITH DEPEND-

ENT CHILDREN, DECEMBER OF SELECTED}EARS

7
X Number of  Percent increase
Year recipients since 1960
1940. ... .. 1,222,000 ................
1945, ... .. ... 943,000 .. .............
1950. .. ... 2,233,000 ................
1955. ... ... 2,192,000 ................
1960..... .......... ... ... 3,073,000 ..... ..........
1961................ ..... ... .. 3,566,000 +16
1962..... ... 3,789,000 424
1963... . ...... ... L. 3,990,000 +28
1964.......... . . ... ...... .. 4,219,000 +38
1965... .. .. ...... o . 4,396,000 +44
1966.. ..... . .... . ........ . 4,666,000 +52
1967 ..... e e 5,309,000 +73
1968... . ........ ......... . 6;/086,000 498
1969.. ... ... 7,313,000 +138
1970......... . . ... ... . 9,659,000 +215
1971... .. e e 10,651,000 4247
1972 ... .. . 12,573,000 .+311
1973:! N
Currentlaw................... 13,800,000 4349
197205nmittee bill ...... ... . 213,800,000 4349
"“Currentlaw. ... .......... ... 14,900,000 +385.-
Committee bili: persons eligi-
ble to receive basic income
from AFDC.. ... ........ 38,940,000 4191

1 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 fonger be

eligible to get basic income from AFDC.
Source: Department of Health, Education, and Welfare.
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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 Largest
eligibility amount
level for paid for
payments basic needs
Alabama...........cccoviiiiiiiinnnn. $81 $81
Alaska.............ocoiviiiiiiinnnn.n, 400 300
Arizona..........ccooiiiiiiiii i 266 . 173
Arkansas...............c.ooiiieiinnen. 210 106
California...........oovvviiiiinnnnn. 314 261
Colorado...... { ....................... 235 ' 235
Connecticut../...............cevnete 335 "335
Delaware......................ccceel 287 158
District of Columbia.................. 245 245
Florida............ccovviiiiiiiinnnnn. 223 134
Georgia..........ivoeiiiiiiiias 158 149
awaii.......... e bt eeerean, 268 268
Idaho...............oon 241 241
HiNois. ...t 273 273
Indiana............coooiiiiiinien 355 175
loWa . ... e 243 243
Kansas..................... eveeeanens 290 226
Kentucky.............ccev..te Veverons 193 193
Louisiana...........coeiviiieniinenn 104 104
AN, ... e 349 168
Maryland...................... Veeenene 311 200
Massachusetts.................... e 283 283
Michigan.................. reereiean 293 293
Minnesota..................... Teeean 309 309
Mississippi..............ocooinn 277 60
Missouri..........ovveviiiiiiinnnnns 338 130
Montana..............ccocvviiivinnns 225 206
Nebraska.................. i eneees 275 226
Nevada....... O, 176 176
New Hampshire...............covvvees - 314 314 .
NewJersey...........ccooviiininienns 324 324
New Mexico..........ovvvivininnnnenn. 203 179
NewYork.........cooovviviiiinnnnn. 313 . 313
North Carolina..............coevvvene. 172 172
North Dakota.............ccooeennee 300 300

+ '
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* e -



e

thmg{- R

101

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 Z

/ Income Largest

eligibility amount

level for _paid for

payments basic needs

Ohio,.......ocii $258 $200
Oklahoma.......................oo. 189 189
Oregon............ooevviiiiiniinnn.., 224 224
Pennsylvania.......................... 301 301
Rhode Island.......................... 255 255
South Carolina........................ 198 103
South Dakota.......................... 270 270,
Tennessee........ e 217 129
Texas......oooooitiiiiii i, 148 148
Utah............coo 224 224

3
Vermont............oooiiiiiiiii, 319 319
Virginia.................oooo 261 261
Washington........................... 282 270
West Virginia.......................... 138 138
Wisconsin..................coea 217 217
Wyoming...........oooiiivinenn, 260 227
Source: Department of Health, Education, and Welfare.
. v
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CHILD SUPPORT

The Committee has long been aware of the impact of desertin
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 deserfed or abandoned. In 1967, the Committee in-
stituted what it believed would be an effective program of enforcement
of child support and determipation of paternity. Due to a total lack
of leadership by the Depu,vh{(‘:rlxt of HEW, most States have not im-
})lemented tEese provisions in a meaningful way. The Committee be-

ieves, 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 generalf;r, 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-

léess of the provisions of present law have varied widely among the
tates,

Assignment of Right to Collection of Support Paymgnts

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 &taining 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)
79-184 0 - 72 - 8 :
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be authorized to delegate these rights to those States which have
effective programs of determining vaternity 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 Iawyers 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. y . . :

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 a<£>pted this provision, but
with 4 proviso that there be no Federal participation in such State
programs ‘which do not meet the Attorney General’s standards of
effectiveness, * - ’ :

“'Locdtitlé' ’a‘ l)esérting Parent; Access to Infdfﬁation

- Under the Committee bill, the State or local Government would pro-
ceed to Jocate 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 welfare 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. . ... .
1S ISR P L T R [ oo ot L PO '
Incentives for States and Localities to.Collect Support Payments

L S L L T NN SR A S

Under pres(e,nt law, when a State or locality cojlwm support pay-
ments owed by a father, the Federal Government is reimbursed for its
share of the cost of welfare payments to the family of the father; the
Federal share currently ranges between 50 percent and 83 percent, de-
© pending on State per capita income. In a State with 50 percent, Federal
matching, for example, the Federal Government is reimbursed’ $50
for,.each, $100. collected, . while in a State with 75.percent Federal
.matching the Federal Government is reimbursed, $75, for each. $100

collected. . A
. Consistent with the Committee’s block-grant approach for AFDC,
and as an incentive for the development of effective State and local
programs, the. Committee bill provides that the entire amount of wel-
-fare payments from support collections would remain with the State.

. i i 1 [ € . .
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If, however, the actual collection and determination of paternity
mechanism is carried out by local authority, the State woullzl pay 26+
percent of the governmental share of the support collections to such,
authority, \ : 1 " It

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 or local authority
which actually carries out the location and.enforcement. functions
will be paid the 25 percent bonus. T A R

The Committee bill provides, that the Federal Government would
have to be reimbursed’ for any Federal costs'incurred: by the States
afl}d localities in their collection and determination ‘of ‘paternity
efforts. ) '

"

vy Wy e ety el

Voluntary Approach Stressed . . i-ivic:- .

Once located, the parent would be requested to enter.voluntarily into
an arrangement for making regular support payments.iPrimary,re-
liance would be placed on such voluntary agreements as the most effec-
tive and efficient means of collecting support, avoiding the need for
court action and formal collection procedures.'The 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-
f111]11 , 2;’3 experience of Washington State can serve as:a model for
a tates, oot fo. R IR R T A :r{::'l'/

Civil Action To Obtain Support Payments—Residual Monetary
o t e Ob]igation Yoo Vi o witontigly
In the event that the voluntary approach is not successful, the Com-
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 the
enforcement and collection mechanisms available to the Fedéral 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 are utilized the Federal Government would have to bé reimbursed
on a cost basis. Support monies received would be distributed accord-

ing to the formula described under “Incentives for States,” : "*t'!
. The welfare payment would sérve as'thé basis'of a continuing niéne-
tary. obligation of the déserting ‘parent to the’ United States: The
obligation would be'the' lesser of the welfare'agsistance, paid’to the
family, or 50 percent of the deserting spouse’s income but not less than
$508m0nth. 1‘ : , -t "nf $o 1‘ . t) f i) : Y ‘:s't'.“" SILE BRI R AR T
o A waiver of all or part of the Federa] obligation Tighit be'allowed
upon a showing of good catise,’ © - s T ik oady airdo i
. L : . haratlon

deonge e apdminal CAetion S i i er-isnn’)
: (O L A RN FI ST TR VL B 1 S TRLD LY DRTI GRS (AT N Py
* The Comfnittee bill has provided for Federal criminal penalties for
dn absent' parent: who has'not fulfilled his obligation to support his
family and the family receives welfare payments in which the Federal

e 1
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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

The Committee believes that an AFDC child has a right to have its
paternity ascertained in a fair and efficient manner. Although this may
1n 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 Jaw 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. L

Second, there is evidence that blood typing techniques have 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 coordinate 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 jndg-
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 of
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 fromn 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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_ Statistncal Materlal
TABLE 12, —AFDC FAMILIES BY PARENTAGE OF CHILDREN, 1971

. Pa(entage T . ' Number  Percent
LooTotal, L U 2,523,900 . -100.0
Same mother and same father ............ 1,800,200 71.3
Same mother, but 2 or more different fa- i
VHhers. L e 638,400 ... 25.3
Same father, but" 2 or more different ) , ‘

.mothers.................oo i, 5200 . .2

. 2ormored'fferentmothersandZormore - "

" different fathers.”....................... 53,400 - . 2.1
Unknown,..:.....‘ ....... Bl 26,700 * 1.1

Sgurce Department of Health Educatlon. and Welfare.

TABLE 13 —AFDC FAMILIES WITH SPECIFIED® NUMBER OF
e . ILLEGITIMATE RECIPIENT CHILDREN, 1971 |

Number of children \ Number ; . Percent
Total............ T ST " 2,523,900 * "~100 0
NOME. ..o e o 1,426,000 "~ 56.5
| . 559600 v 222
. e 2 62,400 10.4
C 129,600. - 5.1
S 71,700 2.8
L A 37,300 1.5
eormore. ... 37,300 1.5

Source: Department of Health, Education, and Welfare. .
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TABLE 14.—AFDC FAMILIES BY STATUS OF FATHER, 1961,

1967, 1969, AND 1971

Percent of families in—

Status 1961 1967 1969 1971
Total. ..o, 100.0 100.0 100.0 ‘100.0
Dead...................cooil, 77 55" 55" 43
Incapacitated. . ................... 181 120 115 - -'9.8
Unemployed...................... 52 51 48 - ¥6.1
Absent from the home: v i
Divorced...................... } 13.7 { 126 13.7 ' 14.2
Legally separated............. ' 27 28 29
Separated without court Lo
€Cree........coovvvviinnnn.. 8.2 9.7 109 - 129
Deserted...................... 186 18.1 159 15.2
Not married to mother........ 213 268 279 . 27.7
Inprison ..................... 42 30 26 2.1
Absent for another reason. . .. 6 14 . 16 . 12
Subtotal..................... 66.7 742 754 76.2
Other status: e
Stepfathercase............... 1.9 1.9 2.6
Children not deprived of sup- 2.9 o
port or care of father, but
of mother................... 1.3 9 9
Not reported................., Q) 1
! Less than 0.05.
Source: Department of Health, Education, and Welfare. .
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TABLE 15.—AFDC FAMILIES BY WHEREABOUTS OF FATHER,

1971
Whereabouts Number Percent
Total. ... 2,523,900 100.0
Inthehome.....................ciiii.l. 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; he is
residing in:
Samecounty..............oiiiiinin... 469,200 18.6
Different county; same State.......... 156,300 6.2
Different State and in the United
States..............o i 230,900 9.1
A foreigncountry...................... 27,100 1.1
Whereabouts unknown.................... 959,600 38.2
Inapplicable (father deceased)............ 113,400 4.3

Source: Department of Health, Education, and Welfare.



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 facing 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-
]fv‘ll'oach is in the opposite direction. Accordingly, the Committee care-

lly 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 budgets. Under the Committee bill
therefore, the fiscal burden on the §tates 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 215 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 new 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 %24

- Aid to families with dependent
children......................... 4 8 14 2.6
Total........................ 6 18 26 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)
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TABLE 16
STATE SAVINGS IN WELFARE PAYMENT COSTS, 1974

f; ' ' [In millions of dollars]
E Committee proposal

H Estimated
Family welfare i savings
State ') Adult categories benefits Total ! under H.R.1
) (1) (2 (€)) (C))
CTotal. 1,230.4 1,378.9 2,609.3 1,852.2
Alabama. . .. 27.1 12.9 40.0 31.1
Alaska. . ... 2.6 2.9 5.5 3.5
ATIZONaA. . ... 10.6 32.0 42.6 40.5
ArKansas. ...t e 14.0 7.5 21.5 21.5
California. ........ccovii i 298.9 163.3 462.2 180.9.
Colorado. . ..o 15.9 15.3 31.2 16.5
Connecticut.............. ... .. .. 10.4 11.5 21.9 16.7
Delaware......... ..., 4.5 3.7 8.2 4.7
Districtof Columbia............................. 10.4 45.4 55.8 50.8
Florida...... ... ... . 32.6 90.3 122.9 135.3
Geargia .......................................... 24.9 36.5 61.4 58.9
Hawali. . ......... ... i, 3.6 - 8.7 12.3 9.4
Idaho. . .......... o 1.7 1.8 3.5 20
”Iin_ois ........................................... 454 100.6 146.0 167.0
Indiana. ............ .. 9.2 29.2 38.4 28.2

(41!
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STATE SAVINGS IN WELFARE PAYMENT COSTS, 1974 :—Continued

[tn millions of dollars]

Committee proposal

Estimated

co Family weifare savings
-"State Adult categories benefits Total - under H.R. 1

(@3] ) €)) 4)

South Carolina............... .. oiiiiiiunaa. .. 5.9 7.0 129 12.9
SouthDakota............... ... ... 7 14 2.1 1.4
TONNESSC. . ..ottt e 13.2 16.3 29.5 26.8
T OXAS . oot e 42.4 32.5 74.9 44.8
Utah. ... 2.5 5.6 8.1 5.2
Vermont.... ...... ... 2.3 1.6 3.9 3.7
Virginia. ... 9.5 12.1 21.6 20.8
Washington........... ... .. ... ...l 15.4 14.6 30.0 12.0
West Virginia.........................il 8.5 7.0 15.5 14.4
WiSCONSIN. ... 17.9 32.0 49.9 44.6
WYOMING. ... e .5 .8 1.3 .5

1 Based on fiscal year 1974 data.

P11
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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 State’s 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 relativel
small proportion of the costs involved in the Committee decision.
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, yieldin,
fiscal relief for the States of $1.2 billion. The same formulas woul
apply with respect to assistance for the aged, blind, and disabled in the
remaining months of 1972 and in 1973. It ig estimated that this will
result in State savings of $0.2 billion this yer 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. In no 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 changes 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
rogram 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
214 years. ' N

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
19721........... $2.2 $1.8 $2.6 $14  $04
1973............ 44 3.6 52 . 2.8 8
19742 .......... 4.8 3.9 3.7 2.5 | 1.4

! Last 6 mor{ths only. , . (.
2 Total 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. Assistance Administration

-
.
.

The Committee bill would retain the present financing arrangement
with respect to the costs of administration of the AFDC. program.
Under this arrangement, such costs are shared on a,50 percent Fed-
eral—50 percent gtate basis. . - ... . wes ool b

.In the programs of aid to the aged, blind, and disabled, the Com-
mittee bill would provide Federaléunding equal to 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. C RS
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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 $1,524 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 on wages subject to social security is applied to the
remuneration attributed to each company separately, rather than to
the total remuneration received 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 refund of any excess social security tax paid, the related
employersmaynot. - - .- - & L0 ‘ .

The Committee approved an amendment to eliminate duplication of

arm

FICA tax in the situation described, The amendment also applies to -
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eliminate the duplication of the Federal unemployment taxes which
may occur under similav 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 and
from which he receives his compensation. {Tnder the committee action
the present practice of attributing payments of compensation to other
members of an affiliated group would no longer prevail.



Analysis of Cost of Committee Bill

79-184 0 - 72 - 9

(119)
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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 H.R. 1 and the Committee bill. Details
f orleach 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. As 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 }or 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
the House bill in 1973 and $6.3 billion more in 1974. Of the 1974
increase, $3.9 billion represents increased social security benéfits 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 PartA .. .. .. ......... 8.3 10.7 +2.4
Medicare PartB.................. ) 3.3 3.9 +.6
Medicaid........ e 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 intaxcredits... ... ...... ... ... ... ..., +.5

Total. .. . ... .. +17.6

Y aE T g e £ oagte £
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Chart 1

Cost Incréases in H.R.4 and Commuttee Bill

(in billions)
1973 1974
HRY Commitae iRy Committes
General Funds
Medicare Part B %04 %03 %04 %0.6
Medicaid 05 - 05 -~

Agedblinddisabled 1.1 20 26 22

Programs for families 1.3 27 25V 45
Tax credit provisions 04 04 04 0.5

SUBTOTAL 27 54 54 78
Increase inCommittee bill (4-2,'7) (+2 4)1

Trust Funds

Social securitycash 39 70 43 74
benefits

Medicare Part A 15 14 16 24

sisotL 54 84 59 08
Increase inCommittee bill (+3 0) (,,398)
TOTAL 81 138 113 176

|ngr'a|ase in Committae +5.7) (+63)
j

4/ Based on HEWestimate; Committee
estimate is ¥2.0 billion higher
in 1974.
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Chart 2
Social Security Cash Benefits

H.R. 1 as passed by the House of Representatives provided for a
first year increase in the cost of social security cash benefits of $3.9
billion. A § percent general benefit increase accounted for $2.1 billion
of this total. Under the Committee bill, there would be an additional
increase in social security cash benefit costs of $3.1 billion for a total
increase over cxisting law of $7.0 billion. The 10 percent general
benefit increase in the Committee bill represents a cost of $2.2 billion
over the § 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
Widow’s benefits
Increase in earnings limit

Other changes
SUBTOTAL

Increases in Committee Bill

Benefit inérease of 10%
rather than 5%

Special minimum up to %200 -

Credit fordelayed retirement
Other changes

SUBTOTAL

TOTAL INCREASE IN
COMMITTEE BILL

OVER PRESENT LAW

$2.1
09
06

0.3

3.
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Chart 3

Medicare and Medicaid
Medicare Part B

The principal increased cost in the committee bill is attributable to
covering the disabled under Medicare on a basis similar to that ap-
proved by the House.

The Committee also approved adding coverage of chiropractors
under Medicare 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.

Medicard

The Committee bill would for the first time cover eligible rientally
ill children under age 21 receiving treatment in an accredited medical
institution.

The Committee also provided that workfare participants otherwise
ineligible for Medicaid would have the opportunity to “buy in” by
paying premiums, with Federal subsidy for any remaining costs of
benefits. i

The principal change resulting in a decrease in Medicaid costs 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 in treating the chronieally ill. .

The definition of eligibility for services in an extended care facility
was liberalized in the committee bill so as to simplify administration
und improve availability of benefits.
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Chart 3

Medicare and Medicaid, 1974

GENERAL FUNDS

Medicare Part B:

Present law

Extend coverage to disabled

Cover chiropractic, limit

premium, other changes

Present law

Mentally ill children

Coverage of workfare participants

Other changes

NET INCREASED GENERAL
FUND COSTS

TRUST FUNDS
Medicare Part A:

Present law
Extend coverage todisabled

Coverage of drugs

Extended care definition,
other changes

NET INCREASED TRUST
FUND COSTS

[SRPPCRIIPCT PR TAP TR QR N VL P

(dollars in
billions)

$1.8

04
02

5.3

0.1
0.2
-0.3

+0.6

8.3
1.5

0.7
0.2

+24
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Chart 4
Aid to the Aged, Blind, and Disabled

Under the Committee bill, the Federal share of aid to the aged,
blind, and disabled for 1974 is estimated to be $4.9 billion, including
$4.4 billion in assistance payments ($2.2 billion more than under
current law) and $0.5 billion for administrative costs ($0.3 billion more
than existing law). This $2.5 billion increase in Federal expenditures is
offset by a reduction of $0.3 billion in food stamp costs for a net in-
creased Federal cost of $2.2 billion. (Recipients would be ineligible for
food stamps but would get offsetting increases in cash assistance.)

The increase in Federal costs results from the new Federal standards
for assistance to the aged, blind, and disabled, and from the changed
funding mechanism under which the Federal Government assumes
most of the cost of assistance payments and an increased share of
administrative costs.
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Chart 4

Aid to the Aged, Blind and Disabled 1974

Cost inbillions
Present law:
Welfare payments $22
Administration . 0.2
Food stamps 0.3
TOTAL I

Committee increases: |
Welfare payments (including +22

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 program for families in H.R. 1
and the Committee bill for calendar year 1974 The comparable cost of
present law is $7 billion. T'wo estimates are shown for each bill, one pre-
pared by the Department of Health, Education and Welfare, and 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 Cominittee.
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Chart 5

Cost of H.R.1 and Committee Bill 1974:
Programs for Families

(dollars in billions) H.R.1 Committee Bill

HEW Committee HEW Committee
estimate estimate estimate estlmn’\ate

Governmentemployment -~  -.-  $57 $2 6
Wage supplement - .- 17 0.3
Children's allowance ~e me= o5 --

10% work bonus - e 1.1 1.2
Welfare payments %51 #1432 37

i t
Cosfg:‘fﬁz;gou 15 156 18 18

Child care:Additioral 08 08 15 08
Included in Gov’t ave  wen - (04)
employment

Public service jobs 08 08 --

Services, training 06 06 O8 04
Administration:Additiomal 0.7 Q7 1.7 0.7

Includedin Gov't cee eme -~ (0. 4)
employment — R4
TOTAL 05 1.5 180 11.5
Present law 70 10 _ZQ _Z_Q_

NETINREASED 25 45 110 4.5

COST

)



