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Jerry A. Shroder, director of Information Services, GCGNY....__..
Keppler, John J., executive vice president, Federation of Protestant Wel-
fare Agencies of New York; accompanied by:
Samuel Felder, consultant_ _____________________...___.__ ceemme-
Ke'f‘sler,t , Mrs. Gladys, Counsel, Working Mothers United for Fa
XA ON . o e ccccecccccceceseceeeeecseemmeceean—-
K!i?lcli‘l’ Lee E.; director of labor relations, Morrison-Knudsen Co. of Boise,
aho........ e m e e e emmemememmmeamee——-e——————————————————
Knebel, James D., executive vice president, National Association of Blue
Shield Plans; accompanied by: :
La;‘rzeggep C. Morris, vice president, Planning and Programing,
K%(z:h, I¥m.k Edward 1., a Representative in Congress from the State of
€W YOIK. o oo aeeemmeecmecmemeemmemesaa—a—e
Kurfess, Charles F., speaker, Ohio House of Representatives, in behalf of
the National Legislative CGonference ; accompanied by: o
Allen Dines, State senator, Colorado; and <
Richard 8. flodes, State representative, Florida. __........ vomcaen-
League of Women Voters of the United States, Luoy Wilson Benson, presi-

dent; accompanied by: :
Leonard f.easex, consultant; . : .
Jack T. Conway; president, Common Caupe; and
Jack Moskowits, consultant_ ... _______.. e mecece—amn—esace
Leopold, Jonathan, ﬂ.D., commissioner, Department of Mental Health,
ontpelier, Vt.; and Gaver, Kenneth, M mmissioner, Department

.D,, co
(ot Mental Hygione and Corrections, Columi)us. Ohip; atcompanied by:

Harry C, ibbe, executive director, National . tion of State
Mentq Health Program Directors, Washlngton, X & SO SR
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Liberty Lobby, Washington, D.C,, Warren 8. Richardson- . ___.._.. 770

Licht, Hon. Frank, Governor, State of Rhode Island; acconganied t:{:
John J. Affleck, director, Rhode Island Department of Social and Re-
habilitative éervices; and '
Joseph F. Murray, acting administrator, assistance gayments program. 1027
Life Insurance Association of America, John 8. Pillsbury, Jr., chairman
and chief executive officer, Northwestern National Lite’ Insurance
Company. ... ececec s wmemmmmmcercmcrceeee——n 740
Life Insurers Conference, John 8. Pillsbury, Jr., chairman .and chief execu-
tive officer, Northwestern National Life Tnsurance Company__..._.._. 740
Loughery, Richard M., administrator, Washington Hospital Center, on
behalf of the American Hospital Association; accomJ)anied by: :
Kenneth Williamson, deputy director, AﬁA, and director, Washing--
ton Service Bureau. . .. ccceiccieccccanna 12274
Louisiana Hospital Association, Warren W. Simonds, president; accom-
panied by: Charles R. Gage, executive director, LHA. ._._____.___ 2516
Louisiana State Medical Society, Edward M. Harrell ; accompanied by:

Paul Perret, associate seoretary-treasurer, LSMS______________.__. 2663
MecDaniel, Durward K., national respresentative, the American Council
of the Blind, Washington, D.C._._._...._.  emdecemacmemmme—m——— 780
MoLean, Mrs. Elaine, vice president, Washington State Welfare Rights .
Organization.. .. .......... e e e bmemeemmemiesemeesamemeee—ememe————— 2239
Maisonpierre, Andre, vice president, American Mutual Insurance Alliance. = 2548
Management s,lgstems Consultant, E. T. Dibble, Atlanta, Ga.. .. Lieee. 2370
Meskill, Hon, Thomas J., Governor of the State of Connecticut.._...... 2007

Michigan University, School of Education, Hon. Wilbur J. Cohen, dean.. 2121
Minarchenko, Paul J., director of legislation, American Federation of

State, County, and Municipal Employees, AFL-CIO_ .. ______.____.. 1767
Mitchell, Clarence, director of the Washington Bureau of the National -

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

accompanied by: ' '

. Beverly Heitman, chairman, H.R. 1 Task Force of North Carolina.. 1700
Montoya, Hon. Joseph M., a U.8. Senator from the State of New Mexico. 1205
Moore, Florence, executive director, National Council for Homemaker-

Home Health Aide Services, Inc.; accompanied by: ‘

Patricia Gilroyl, executive director, Homemaker Service of the Na-

tional Capital Area, Washington, D.C... .. . o cieooaoa.-. 2491
Morrison-Knudsen Co, of Boise, Idaho, Lee E. Knack, director of labor
relations. .. oo cieccieeccmemeeenea- 1441

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

Paul Quirk, president, local 509, Boston, Mass__ . ____._______._.__. 1759
Myers, Robert J., former. chief actuary, Social Security Administration__. 861
Nagle, John F., chief, _Wa.sl;ingwn office, National Federation of the Blind. 775
Nai)tional Association of Blue Shield Plans, James D. Knebel; accompanied

Yy
La&vzeﬁgep C. Morris, vice president, planning and programing,
National Association for Mental Health, Hilda_Robbing, member, Public
Affairs Committee; president, Pennsylvania Mental Health, Inc., Fort
Washington, Pa._ ..ol ieciceecceeacacecaaa- 2479
National Association for the Advancement of Colored People, Clarence
Mitchell, director, Washington Bureau._.... mcaceccecememseemeaan 2220
National Association of Counties, Doris Dealaman, Freeholder, Somerset
County, N.J., chairman, Welfare Committee; accompanied by: ‘
Elis P. Mur hy, director, social services, Los Anfg'elee County, Calif.,
president, National Association of County Welfare Directors;” - = -
David Dggoel, director, public aid, Cook County, Ill.; and S
Rﬁph Tabor, director, Federal affairs, National Asspciation of Coun-
o ,
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National Association of Life Underwriters Committee on Federal Law and
Legislation, Burton C. Holmes, CLU, vice chairman; accompanied -by:
ichale Kerley, staff counsel, NALU - - . e
National Association of Social W'orkers, Inc.,, Rev. Bernard J. Coughlin
chairman, Division Cabinet of Social Policy and Action; accompanie

by:

Glen. Allison, director, Washington Office, NASW.____________ e

National Association of State Mental Health ﬁrogram Directors, Jonathan
Leopold, M.D., commissioner, Department of Mental Health, State of
Vermont; Kenneth Gaver, M.D., commissioner, Department of Mental
H)ifiene and Corrections, State of Ohio; accompanied by:

arry C. Schnibbe, executive director.___ ... .. . ... ...

National Conference of Catholic Charities, Rev. Msgr. Lawrence J.
Coreoran, SeCTetary . . .- oo e ececesccamccccac—acmmocomme—— e

National Coordinating Committee for Trade Union Action and Democracy,
Fred Gaboury, cochairman.._ . ___ . __ . ___..._. edmcman

National Council for Homemaker-Home Health Aide Services, Inc.,
Florence Moore; accympanied by: .

Patricia Gilroy, executive director, Homemaker Service of the Na-

tional Capital Area, Washington, D.C__. . ___ . . ... __...__

National Council of Jewish Women, Mrs. Donald Brown, national board
member; accompanied by: .

Mrs. Bernard Koteen, chairman, Day Care Committee..______.....
National Federation of Independent Business, James A. Gavin, legislative

director; accompanied by:

Thomas Rae, Washington, D.C,, staff_.___...__ fmmmmmmemm———————-
National Federation of the Blind, John F, Nagle, chief, Washington office..
National Federation of Social Service Employees and Affiliated Organi-

zations, Ozzie Edwards. ... - oo oo eiecieecaaana

National Federation of Student Social Workers, Thomas J. Banassynski;
accompanied by:

Hector Sanchez, coordinator of education, NFSSW_.______._._.....
National health and environmental law program, Margaret Ewing,

University of California, Los Angeles; accompanied by:
Harvey Makadon, health law project, University of Pennsylvania
Law School . - eeeeccccmcccaccaccamem————-

National League of Senior Citizens, Mike Burk, legislative advcoate,
Los Angeles, Calif _ _ __ ___ e

National Leﬁislative Conference, Charles F. Kurfess, speaker, Ohio

House of Representatives; accompanied by:
Allen Dines, State senator, Colorado; and
Richard 8. ﬁodes, State representative, Florida. _....... R

National Medical Association, Emerson Walden, M.D.; accompanied by:

Drs. John Chissell, Erman Edgecomb, John A. Kenney, Jr.; and

Loy Kirkpatrick, counsel_____ .o ioooaiaan
National Retired Teachers Association, Peter Hughes, legislative represent-

ative; accomﬂanied by: -

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

accompanied by:

Beulah Sanders, national chairman, NWRO.______. . __......-..
New YgrktState Civil Service Employees Association, Theodore C. Wenzl,

president . . o eieceeiaiaeecammamecceo—aenacans

New York State Legislature, Hon. Henrg A. Wise, former member.._...

Nixon{ ﬁen, president-elect, Southern States Industrial Council; accom-
panied by: oo .

Anthony Harrigan, executive vice president___ .. ... . . ...
Noland, Royce P., executive director, American Physical Therapy Associa-

tion, Was ington, D.C. ... iieaicceceeccaoaas

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

accompanied by: -
Beverly Heitman, chairman, H.R. 1 Task Force of North Carolina. .-
Northwestern National Life Insurance Co., John 8. Pillsbury, Jr., chairman
and chief executive officer. _ . .. . e iiiiececcccccccccaama—an-
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Obey, Hon. David R., a Representative in Congress from the State of Psge

BSCOMSIN . L . o e e ema——ana 1212
Oglivie, Hon. Richard B., Governor, State of Illinois; accompanied by:
Edward T. Weaver, director, Illinois Department of Public Aid..... 1043

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

Edward S. Hyman, M.D,, secretary, ACMS_ . _ ... . co_c_.. 2683
Pechman, Joseph A.; accompanied by: T

Alice M. Rivlin, Brookings Institution... . ___ .o oo -__ 801
Pepper, F. J., M.D,, vice chairman, American Veterans Committee...... 2288
Percy, Hon. Charles H., a U.S. Senator from Illinois. . _ - -coccecaa_o-- 1377

Pillsbury, John 8., Jr., chairman and chief executive officer, Northwestern
National Life Insurance Co., on behalf of American Life Convention,
Life Insurance Association of America, and Life Insurers Conference,
accompanied by:
Richard Minck, actuary, Life Insurance Association of America__.__ 740
Public Services Committee, P. Richard Stoesser, chairman, Board of
Commissfoners, Midland éounty, Mich ;-accompanied by: :
B. JerrK{Benneﬂt, chairman, Board of Commissioners; and
H. M, Meredith, county social seryices director.. . ..o 1303
R%agan, Hon. Ronald, Governor of the State of California; accompanied )

y: '
. Robert Carieson, director of social welfare_ . _._ . cccccccccacceaan- 1873
Reid, Joseph H., executive director, Child Welfare League of America;
. accompanied by:

Jean Rubin, staff.__ . eccccacceccecao- -+ 2026
Richardson, Warren S., general counsel, Liberty Lobby, Washington, D.C. 770
. Robbins, Hilda, member, Public Affairs Committee, National Association

for Mental I'fealth; president, Pennsylvania Mental Health, Inc., Fort
Washington, Pa_ ... ceianecmeam—am————a- 2479
Rockeife‘}l%r, I;I'on. Nelson A., Governor of the State of New York; accom-
panied by: :
Barry Van Lare, executive deputy commissioner, Department of
Social Services, New York State. ... ococeccmcacccccecacan 2144
Ross, Hon. James E., chairman, Beaver County Commissioners, Beaver,
Pa.; accompanied by:
do;mo Morabito, assistant administrator, Beaver County Hospital, 2581
B e e e e e e e e e e e mm e mmecmmmmmmmmmeeieee—eesaae
Salt Lake area community action program, William F. Biggs, Salt Lake
Cig', Utah; accompanied by: ’
onnie I’iart.ley, vice president, Utah Welfare Rights; and
AnIchrew, Gallegos, Coalition of Spanish Speaking Organizations of

2358

Leonard Hausman; and

Edward Moscoviteh, economists_ - .- occococcccmcmcaceamacaans 942
Schloss, Irvin P, legislative analyst, American Foundation for the Blind,
Washington, D.C. ..o iececacccanccme——msceanann 790
Service Employees International Union, AFL-CIO, Richard E. Murphy,
" assistant to the general president; accompanied by:
Paul Quirk, gxresident, local 509, Boston, Mass_ .- ..ccccccmcocnann- 1759
Shaker, William H., Delta Associates International. . .. cccma-u-- 2299

Sheppard and Enoch Pratt Hospital, Robert W. Gibson, Towson, Md.... 2408
Shore, Chester, chairman, Committee on Federal Legislation, Health and
Welfare Council of the National Capital area. - - ..coeccceccccccocna- 2289
Simonldﬂ bWsrren W., president, Louisiana Hospital Association; accom-
panied by: )
Charles R. Gage, executive director, LHA .. ... . icecaoae- 2516
Smith, Hon. Preston, Governor, State of Texas; accompanied by:
Raymond Vowell, commissioner of public welfare, and
Ed Powers. - .. oo eccccaccsicenammmm——soe 1088
Smith, Richard 8., welfare supervisor, Prince Georges County, Md.,
Department of Social Sciences. ... - oo cimnccaaeaaas 887
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Social Security Admimstration Robert J. Mf'ers former chief actuary. . .
Southern Illinois University, éarbondale, Tii.,, Thomas M. Brooks, dean,
School of Home Economics, member, Amerlcan Home Economics
Association; accompanied by :
Dorisl gansen, executive director, Amencan Home Economics As-
101 113 (0] | W I
South?r‘rix bStates Industrial Council, Allen Nixon, president-elect; accom-
panie
Anthony Harrigan, executive vice president__. _._ ... __._.___.
Stoesser, P. Richard, chairman, Public Services Committee, Board of
Commissioners, Midland County, Mich.; accompanied by:
R Jerry Bennett, chairman, Board ‘of Commissioners; and
Meredith, 'County Social Services Director. - - .o oo ooooee- oo
Stone, Vir%ria, chairman, xecutive Committee, Division of Geriatric
Nursing Practice, American Nurses’ Association; accompanied by:
CoAnmlce Hofleran, director, Governmental Relations Department,
Thompson, William, stated clerk, United Presbyterian Church, U.8.A.;
accompanied by:
Dorothy Height, vice president, National Council of Chiurches of
Christ in the USA, and
Hobart Burch, general secretary for health and welfare, United Church
of Christ Board for Homeland Ministries_ . _._ . .« cooeeeeeeouon
Tresnowski;, Bernard R., senior vice president for Federal programs, Blue

Cross AsSoCiation. .. . oo eceeieenccenceqcananee :

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

Nancy Duff Levi'{. .............................................

Ullmann, Hon. Al epresentative in Congress from the State of Oregon.

‘United f’resbyterian Church, U.S.A,, William Thompson, stated clerk;

accompanied by:
Dorothy Height, vuce presldent National Council of Churches of
Christ in the U.S.A.; and
Hobart Burch, general secretary for health and welfare, United Church
of Christ Board for Homeland Ministries. ... . o cocoocooa..
U.S. Catholic Conference, John E. Cos%;ove, director, social development.
Walden, Emerson, M.D., president,
companied by:
Drs, John Chlssell Erman Edgecomb, John A. Kenney, Jr.; and Loy
I{irkpatnck P A
Washmfton Hospital Center, Richard M. Loughery, a.dmlmstrator, on

behalf of the American Hospital Association; accompanied by:
Kenneth' Williamson, deputy director, AHA and director, Wash-
ington Service Bureau. ... o iececiocaeccocanaan
Washin e5ton Research Project Action Council, Michael B. Trlster, accom-

panli

Nancy DU L eVY o e e e i ecaee e ceceemmecmneenmma—————
Washington State Welfare Rights Organization, Mrs. Elaine McLean,
vice president. ___ .. _ .. ecccacacccecmcmcm—an=

Webber, Clyde M., executive vice president, American Federatnon of
-Government Employees; accompanied by

Stephen A. Koczak, director of research. ... ... ccooeooeau_oliaon

Weems, Samuel A, prosecuting attorney, 17th Judicial Distriot, State of

Arkansas, legislative chairman’ of the Arkanuas Prosecuting Attorneys.

ARSOCIALION . o e ecnemescencemesamemee——em—a—n
Welch, George A., Area Resourcea Improvement Council, Benton Harbor,
Mich.; acoomﬁanied by:

lfowar dwards, executive director, ARIC;
Ro er Curry, exsfutive vice president, Twin dities Area Chamber of
mmerce; ah
Andy Takaes, director, government and urban affairs, Whirlpool Corp.
Winzl i&lzfodore C., president, New York State Civil Service ployees
B800HALION o o o e e ceccicccemscmcaedmaa———

ational Medical Association; a¢--
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Wiggins, Jack G., psychologist, Cleveland, Ohio, member, Board of °
overnors, Council for- the Advancement of Psychological Professions
and Sciences (CAPPS), and executive committee; accompanied by:
-A. Eugene Shapiro, diplomate, cliniéal psychology, consultant in Page
. psychology, St. Michael's Hospital, Newark, N.J__. .. ....__. 2434
Wiley, George A., executive director, National Welfare Rights Organiza-

tion; accompanied by:

Beulah Sanders, national chairman, NWRO_ _. ... .. .. .. _.._. 2059
Wilt, Lynda, president, Aid to Dependent Children Association of Lane
County, Oreg.; accompanied by:

Patricia Ban; .

Robin Derringer; and ‘

Loretta Daniel . ____________________._.____ tmemmee e 2336
Wise, Hon. Henry A., former member of the New York State Legislature.. 1626
Wolfbein, Seymour L., Chamber of Commerce of the United States of
_ America; accompanied by: .

Karl T'. Schlotterbeck, consultant on economic security... . .co-... 1389
Working Mothers United for Fair Taxation, Mrs. Gladys Kessler_.._.._. 1746
Wyman, George K., president, American Public Welfare Association;

accompanied by:

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

Administrators; and
Lloyd E. Rader, direc_tor, State Department of Institutions, Social and
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Abzug, Hon. Bella 8., U..8 Representative from New York. .. .. ._..._. 2778
Acuff, Charles E,, president, National Associalion of Coordinators of State

Programs for the Mentalfy Retarded, Inc... .. e eemcmcceeaaa 3318

AFL~CIO, Andrew J. Biemiller, director, Department of Legislation..__. 1825 -

Agnes, Sister Mary, O.P., administrator, Holy Family Hospital . _.._____ 2983
Air Line Pilots Association, International Ca{)t. Paul Metcalf, chairman,

Committee on Discrimination in Pilot f:}m (37 117:) 11 S 3360

Alabama State Ageney for Social Security, Edna M. Reeves, director_._. 3323

Allied Pilots Association, Martin C. Seham, general counsel_.__._.______ 3445
American Association of Bioanalysts, Bernard Diamond, chairman,

Government and Professional Relations Couneil.__________________._. 3406

~ American Association of Blood Banks__ .. __.__ .o ccoiio_ ... 3297

American Association of Dental Schools, John J. Solley, D.D.S., president. 2993
American Association of University Women, Mrs. Sherman Ross, chairman,

legislative program committee. ... _ .. ... ool 3447
American Bar Association, Milton M. Carrow, chairman, section of admin-
Cdstrative Jaw. oo e ecmmm———————— 2857

American Chiropractic Association and International Chiropractors Asso-
ciation, Dr. John L. Simons, president, American Chiropractic Associa~
tion; and Dr. William 8. Day, president, International Chiropraoctors
Association . ... ._..._.. ;e e s mmeemmmemmaammcmm—e———— 2857
American Clinical Laboratory Association, James L. Johnson, president__. 3426
American Life Convention, Life Insurance Association of America, William
B. Harman, Jr., general counsel, ALC, and Kenneth L. Kimble, vice"

‘president and general counsel, LTAA ..o oo niieiccaea --- 149
American College of Nursing Home Administrators, Donovan J. Perkins,
D.P.A,, president. . ___ e iaaaas . 2860
American Insurance Association, T. Lawrence Jones, president......._-. 2558
_ American Medieal Assoeiation. . .. ... emieeeeeaao- 3242
" American Nurses Association, Inc.:
ronstance Holleran, director Government relations. .. ... -....._ 2434
Eileen M. Jacobi, R.N., Ed. D., executive director_____.._......... 3240
American Nursing Home Association’ of the Medicare and Medicaid :
Programs, John K. Pickens._ . ..o eaccmeacece e - 2528
American Optometric Association ... ... ... e ecem - 2994
American Parents Committee, Inc., George J. Hecht, chairman__._ ..... 2861
American Pharmaceutical Association. .. .. ... oooooooooo. 3292

American Podiatry Association, Ernest M. Weiner, D.P.M., president.... 3305
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Annunzio, Hon. Frank, U.S. Representative from Illinois............... - 2781
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M.PH, chairman. ... e ceiaaaaaas 3288
Baker, Gerald W., adminisirator, Willapa Harbor Hospital . . ........... 2979
Ballard, John H., executive director, Welfare Council of Metropolitan
L) (L. 1 L R 3253
Baroness Erlanger Hospital, E. B. Craig, controller, T. C. Thompson
Children’s Hospital. - . . e emeeaas 2864
Beilenson, Hon. Anthony C., U.S. State senator from California..._.... 2810
Bennett, R. Jerry, chairman, Board of Commissioners._.__.....__..__. 1319
Beélson, Lucy Wilson, president, League of Women Voters of the United 1268
BB - L o e e e e e e em e e cme——————
Bentleg, C. D., administrator, the Valley Memorial Hospital ............ - 2080
Bernadette, Sister Mary, administrator, Saint Margaret’s Hospital ... . .. 98
Bernardin, Most Rev. Joseph L., general secretary, U.S. Catholic Con-
) ¢ a1 ISP 1726, 3447
Biaggi, Hon. Mario, U.S. Representative from New York.___.______.._.. 2782

Biemiller, Andrew J., director, Department of Legislation, AFL-CIO.._. 1825
Bigelow, John, executive vice president, Washington State Hospital
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Bird, Robert J., Bird & Tansill. . _ . e ceeeman 3274
Blaci(bum, Clark W., general director, Family Service Association of
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Blair, F. E., executive director, Ohio Valley General Hospital Association. 2967
Bliss, Paul 8., administrator, Seattle General Hospital. ... _........... 2979
Blomgquist, Paul, administrator, Grays Harbor Community Hospital.. ... 2978
Boucher, Anne barey, chairman, Maryland Commission on the Status of

Women, Department of Employment and Social Services......o...... 2940
Boyer, John ., business manager, Mount Carmel Hospital........._... 2076
Boynton, Alice, consultant, United Low Income, Inc__________._.__.... 3258
Brighton-Allston Community Health Corp., Robert A. En land, president. 3098
Bristor, Delos J., hospital administrator, Coulee General Hospital. . ..... 2085
Brodﬁ, David A., director, Washington Office, Anti-Defamation League -

of B'nai B'rith. . e iecaaan- 3004
Bromberg, Michael D., director, Washington Bureau, Federation of
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TeSTIMONY BY HON. FRANK CHRURCH, A U.S. SENATOR FROM THE STATE OF IDAHO

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

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

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

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

Cost-ot-living adjustments to protect the elderly from inflation;

Full benefits for widows, instead of only 8214 percent as under present
law;

mbemllzatlon of the retirement test;

An age-62 computation point for men;

Protection against retroactive denial of payments under Medicare;

Coverage of the disabled under Medicare; and

Replacement of old age assistance with a new income supplement program
to be administered by the Soclal Security Administration.

These welcome changes provide a solid foundation for making many crucial
reforms for strengthening and improving our Social Security, Medicare and in-
come supplement programs for the elderly. However, more comprehensive and far-
reaching action is needed now—not two or three years from now—if the aged are
to :gcape from the economic treadmill which keeps them running but going
nowhere.

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

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

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

And by poverty, I mean a ‘“rock bottom” standard. According to Census defini-
tions, it is $1,852 for a single person and $2,328 for an elderly couple. The near
goor threshold is 125 percent of these figures: $2,315 for individuals and $2,910

or couples.

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

Por these reasons, it is absolutely essential that the Senate make important
finishing touches to perfect the House-passed §locial Security-Welfare Reform

proposal.
LABGER AND EARLIER BENEFIT INCREASES

Heading the list in my judgment ls the need for a larger benefit increase for
Social Security recipients. The House-passed bill proposes a5 perceat across-
the-board raise to take effect this June.

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

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

With poverty on the rise for the elderly, a more substantial benefit increase
is urgently needed, and not in June but to take effect January 1.

(2761)
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For these reasons, I am proposing—as I have in my omnibus Soclal Security-
Welfare Reform proposal. S. 1646—that there should be an across-the-board
increase which would average about 12 percent for all Social Security reciplents.
However, this rise would be weighted to provide for larger percentage increases
for persons who need them the most, individuals with inadequate benefits because
of low lifetime earnings.

For example, persons with average monthly lifetime earnings between $150
and $200 would be entitled to benefit Increases averaging about 21 percent.
And individuals with creditable earnings ranging from $200 to 3300 would
receive approximately an 18 percent raise.

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

And in terms of dollars and cents, this proposal would provide nearly $130
more per year than allowed under the § percent benefit increase in HR. 1.

ELIMINATION OF POVERTY FOR ELDERLY

One of the major innovations in H.R. 1 i8 the replacement of the adult cate-
gorical assistance programs—aid to the aged, blind and disabled—with a new
Federal program to be administered by the Social Security Administration.

This is certainly a step in the right direction. But the fundamental weakness
is that the income standard would be too low for the elderly. The proposed
$1,660 income level for fiscal 1973 for a single person is still about $300 below
the 1971 poverty threshold. By the time 1973 rolls around, it is likely to be
several hundred dollars below the poverty index.

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

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

- MEDICARE REFORMS

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

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

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

Several renowned authorities—including the 1971 Social Security Advisory
Coundil, the HEW Task Force on Prescription Drugs, and the White House Con-
ference on Aging—have all gone on record in support of this badly needed cover-
‘age. And now, the Congress should go on record unequivocally to extend this
long overdue protection for the aged.

Another major expenditure for the elderly 1s the $5.60 monthly premium charge
for Part B of Medicare. In July, this will rise to $5.80. On an annual basis, this
will mean that an elderly couple will pay nearly $140 for doctor’s insurance.
For persons llving on ﬂxed iy .bmea, this can’ repreeent a very, mﬂwwmﬂa!
expenditure. = -

Again, Imcommendthatthischargeheeﬂmimheﬂfortheaged.lnm.d tbe
Part B and Part A Hospital Insurance programs would be combined and financed
by one-third contributions from employees. one-third from employers, and one-
third from general revenues.

This proposal is patterned after the recommmdaﬁbn in the 1971 Social Se-
curiay Advisory Coundcil report. And for the typical retired worker, this change
alonewouldbealmosttheequmentofaspememlnmaseinbened :
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MEDICARE CUTBACKS

M; earlier remarks have focused basically on positive action that the Senate
can take to improve H.R. 1. Now [ would like to turn to some undesirableé pro-
txgsions in H.R, 1 which, I believe, can limit the quality and scope of care for

e aged. :

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

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

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

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

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

S These measures, I believe, should be deleted or substantially altered by the
erate,
WHITE HOUSE CONFERENCE ON AGING

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

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

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

We owe this pledge to more than 20 million Americans who are now 63 and
older. And we owe this pledge to the millions more nearing this age.

STATEMENT OF HON. JAcoB K. JAviTs, A U.S. SENATOR FROM THE
STATE OF NEwW YORK

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

The Social Security Act now provides that individuals 65 years and over who
are recelving royalty income attributable to copyrights or patents obtained be-
fore ag» €5 may exclude such income from their gross income in determining their
social security entitlement.

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

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

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

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

72-578—172—pt. 6——38
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exclusion to the Secretary’s satisfaction consistent with existing law. Finally, the
Secretary already has general rulemaking power under the law with which to
establish an orderly procedure for individuals claiming the right to exclude in-
come under this amendment.

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

- U.S. SENATE,
Washington, D.C., February 2, 1972,
Hon. RuUSSELL LLONG,
Chairman, Senate Finance Comniittee,
Senate Office Building, Washington, D.C.

Dear MR. CrairMaN: Last year I introduced 8, 918, which was designed to
provide a minimum income with a floor no lower than that set for the poverty
program for those on Social Security.

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

With best wishes,

Sincerely,
THOMAS J. MCINTYRE,
: i U.S. Senator,

Enclosure.

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

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

In view of the sharp rising costs of the past few years and the «till anticipated
increased consumer costs, our senior citizens must live in constant terror of
poverty. Even today 25 per cent of Americans 635 or over live on a bare poverty
level income or below.

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

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

First. every tenth American is 63 years of age or older. The older population
(aged 65 and over) grew faster than the remaining population since the 1960
census count (21.1¢% vs. 12.69%).

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

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

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

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

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

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

This is why I feel so strongly about the importance of my proposal to provide a
minimum income through social security of at least £130 for a xingle person and
$225 for a couple. Nearly every responsible expert agrees that this income is on
the brink of poverty in the United States. I do not see how we call in all honesty
say that $1,800 is the basic minimum for the general population and then deny
this amount to our senior citizens who have contributed so much to the wealth of
our country. :

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

I would like to emphasize that my proposal for increasing the minimum income

- of those receiving soclal security benefits has considerable acceptance among

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

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

I think there are a number of apparent advantages to this method of financing.
First of all, it would eliminate the necessity of asking those who have invested a
great deal 1n social security to finance the payments of those who have contributed
very little. Second, by restricting use of general revenues to only the financing of
the minimum payments differential, we would know the limits of our costs and we
would not run the risk of completely open-ended appropriations for social security.

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

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

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

TESTIMONY SUBMITTED BY HON, WALTER F, MONDALE, A U.S. SENATOR FROM
THE STATE OF MINNESOTA

ELIMINATION OF THE SUPPLEMENTARY MEDICAL INSURANCE (PART B) PREMIUM

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

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

In my home state of Minnesota, 405,000 elderly citizens were enrolled in this
program in 1970. They pay about $27.2 million per year in premiums. The
premium charges, therefore, were more than 4.69 of total security benefits paid
in Minnesota during 1970,

Eliminating the Part B premium will be the equivalent of almost g8 59 raise
in the average soclal security benefit. This will ‘be true in Minnesota, and it will
be true in the rest of the country. And the premium payments which the elderly
save will be immediately available to them for their use in meeting other urgent
needs.

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

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

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

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

The key point 1s that the elimination of the Part B premium 1is the equivalent
of almost a 69% Increase in soclal security benefits. I am in favor of ralsing social
security benefits, not only by eliminating this premium, but by voting a larger
benefit increase than is proposed in H.R. 1. But the elimination of the premium
will be an important step in the right direction.
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The elimination of the premium is only a step in easing the medical burdens
of the aging. We should not think that its elimination would lift the entire bur-
den of medical expenses from their shoulders. Supplementary Medical Insurance
still will include a heavy deductible charge.

Medical expenses which are not covered by SMI because of its deductibles, cost
the elderly more than $1 billion per year. And these charges will continue to
" fall on the elderly even when the premium is eliminated. In fact, H.R. 1 calls for
an increase in the deductible, which is now $50, to $60, and it still includes a pro-
vision for a 209 co-insurance feature. Until 1976, the increase in the deductible
proposed in H.R. 1 actually will out weigh the advantage to the elderly of the
Hmitation on the increase in the premium also proposed in H.R. 1.

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

This is rot to say that I support the deductibles. I think deductibles should be
eliminated also, but at the very least we must eliminate the premium.

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

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

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

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

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

I was pleased by the President’s announcement in his State of the Union
Message that he would support the elimination of the Part B premium. However,
I was disappointed to see on page 147 of his 1978 Budget that he still intends
to shift the cost of eliminating the premium to the payroll tax. The President
had proposed this regressive step last year, but I had hoped he would change
his mind. Instead, I gather that his aim is not only to shift the cost of the
premiums to the payroll tax, but to eliminate the present general revenue
contribution as well. This would mean an additional charge of more than $2.5
billion on the payroll tax this year. It fiies in the face of past decisions of this
Committee and the recommendations of the Advisory Council. .

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

The National Council of Senior Citizens has said that paying for the elimina-
tion of the Part B premium “through additional taxes borne by younger members
of . . . families who are still working” . . . is “completely unacceptable to the
members of the National Council of Senlor Citizens.”
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Mr. Chairman, shifting the burden of the Part B premium to the payroll
tax is a backward step anyway it is done. If the cost of eliininating the premium
were shifted to the payroll tax by increasing the tax rate, it would require
a very steep rise in that rate. Estimates are that financing elimination of the
Part B premium in this way would add .25 to .3% to both the employees and
the employers tax. The 1972 tax would jump from an already high 5.29, to
about 5.5%. In 1978, the rates would be 5.95% for both employees and employers.

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

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

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

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

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

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

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

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

I mentioned two of them during the course of my remarks.

I think that the 5% across-the-board benefits inerease proposed in H.R. 1 {s
too small. It will hardly allow beneficiaries to keep up with inflation. It will do
little to bring benefits up to a decent level,

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

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

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

benefits. )
Workers who retire early under other pension plans, or who are forced out of

the work force by unemployment are unfairly discriminated against.
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If the ten highest years formula is not adopted, a similar formula which will
?revent the computation base from lengthening should certainly be incorporated

nto the bill.

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

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

I thank you very much for allowing me to testify.

[From the Wall Street Journal, Jan. 31, 1972]
THE OUTLOOK—APPRAISAL OF CURRENT TRENDS IN BUSINESS AND FINANCE

(By Richard F. Janssen)

On the Washington economic policy front, the waning days of January are

almost as hot as was the weekend of last Aug. 15—only after seasonal adjustment,

" to be sure, Unlike the tense time last summer when suddenly the unthinkables of
controls and dollar devaluation became reality, the period in which the budget and
economic reports are bunched (along with rampant rumors, last-minute revisions,
incessant press briefings and instant hearings on Capitol Hill) constitutes a quite
predictable crisls, :

" Predictably, too, the attention centers on the government'’s spending plans and
economic forecasts. Especially this time, with no new revenue-raising requests
to make news, there’s been little said about the tax half of fiscal policy.

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

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

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

Annual wage income Tax 1962 Tax 1969 Tax 1971 Tax 1972

5,000, <o ceeaieaeiciccteecceccienaeaaaaaaa $420 $290 $178 $98
10,000, oo e e e ceereceeecaecanaenacancaanaaanann 1,372 1,225 1,000 . 905
815,000 . i eieeecceeanaaaa 2,48 2,268 1,996 1,820
825,000, c e eiaecaaiiacaeracaaraanaan 5318 4,853 4,324 4,240

These cuts, Mr. Shultz says, amount to “a way of returning power to the
people in the most fundamental sense.” He calls them “revenue sharing with
“the basic unit of government, the individual and the family.” Thanks also to
the unexpectedly sluggish economy in the last couple of years, the Treasury
expects to collect only $86.5 billion in personal income tax in the current 1972
fiscal year ending next June 30, or $270 million less than the year before and
about $4 billion less than the record $30.4 billion of fiscal 1970.

Nor does the government have hope that the yield will swell enough in coming
vears to cover even a conservative estimate of future outlays. By fiscal 1976,
Mr. Shultz glimpses only a §3 billion budget surplus, so thin a crack of light as
these things go that it could disappear overnight. By fiscal 1977, he can see
almsot $25 billion of prospective daylight, but this is due “almost entirely” to
A scheduled—and postponable—1976 Increases in Social Security tax rates.

This points up a significant trend : The individual income tax isn't nearly the
budgetary mainstay it once was. Instead, less-noted increases in Social Security
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and other employment-type taxes have been made these taxes increasingly im-
portant. The table below, based on original budget documents, shows how many
cents of each fiscal year's budget dollar were expected from the main revenue
sources:

Source 1964 1970 1971 1972 1973
Personal INCOme tX_ oo e'enneeemececaneacaneanaaaan 38 46 45 41 38
Corporation income tax 19 19 17 16 14
Enployment tax.... .. 14 23 24 25 %
Excise taxes.......... - 1 8 9 8 7
BOTOWING. e e e eneeceeeeeee e cceeccmeeenesnasacaenenennnan 8 0 ] 5 10
(o]0, . T 10 4 5 L) 5

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

More than accordingly, the record shows. From $111.3 billion in fiscal 1963,
spending has grown to President Nixon’s projected $246.8 billion for fiscal 1973.
And in each of those 11 years (except flscal 1669 when Mr. Nixon and Lyndon
Johnson could share honors for the slight offset of a $3.9 billion surplus) spend-
ing exceeded revenues—by & wide enough margin to add up to a deficit of about
$140 billion.

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

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

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

That does raise a clear-cut question, though : What kind of tax?

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

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

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

{From the Washington Post, Jan. 29, 1972}

PoWER TO WHICH PEOPLE?

The President describes the recent income-tax cuts, in his budget message, as
“the return of power to people.” Money is power—*economic power, real power”—
and Mr, Nixon reasons that a reduction in the income-tax rates shifts more of it
to the individual citizen. He believes, further, that private citizens “‘can use that
flxjone;’r' more productively for their own needs than government can use it for

en.

A highly significant shift s overtaking the federal tax system. The proportion
of the load carried by the income tax is declining. Much more is now raised by
payroll taxes, This shift has been under way for a long time, under both parties,
but it has been sharply accelerated during the present administration. President
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Nixon cuts income taxes. and takes credit for it. Congress increases the payroll
taxes to broaden Social Security benefits, and takes credit for it. The effect is to
ease the load off a graduated tax system, adjusted to take account of each family's
special circumstances, and to push it onto a tax that is a flat percentage of the
first $7,800 that a wage earner gets each year. That flat percentage takes no
account of the wage earner’s other income, the size of his family, his medical bills
or anything else.

The trend is clear. In 1963, payroll taxes raised only 42 per cent as much money
as the personal income tax. By 1968, whuen Mr. Nixon was elected, the ratio had
risen to 50 per cent. By last year it wr 5 56 per cent and by next year, according
to the budget estimates, it will be 68 per cent. To put it another way, in 1963 the
payroll taxes accounted for only 19 per cent of federal budget receipts from all
sources. By 1968, they accounted for 23 per cent. By 1971 it was 28 per cent and
by 1973 it will be '29 per cent,

Under Mr. Nixon, there have been two rounds of heavy cuts in income taxes,
one in 1969 and the other last month. “In 1973,” Mr. Nixon said in his message,
“individuals will pay $22 billion less in federal income taxes than they would
if the tax rates and structures were the same as those in existence when I took
office.” If the economy picks up as Mr. Nixon predicts, personal income taxes
next year will return $94 billion dollars, which is $25 billion more than in 1988.
In contrast, over the same five years, payroll taxes will have increased $29 bil-
lion. The payroll taxes are not only rising at a faster rate. They are rising faster
in absoiute magnitudes.

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

U.S. SENATE,
Washington, D.C., February 17, 1972.
Senator RusseLL B. Long,
Chairman, Senate Finance Committee,
Washington, D.C.

DrAR CHAIRMAN LoNG: I would very much appreciate the opportunity of hav-
inﬁ tlhe enclosed statement included in the Finance Committee testimony on
HR 1

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

Best regards.

Sincerely,
FraNK E. Moss, U.S. Senator.

STATEMENT OF HoN. FRANK E. Mossg, A U.S. SENATOR FrROM THE STATE OF UTAH

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

Section III of the bill woud permit Soclal Security recipients to earn only
$2,000 a year without suffering the penalty of lost benefits, To the average couple
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receiving Social Security, this is hardly sufficient for the maintenance of their
standards of living. Today the average monthly Soci2l Security check received
by a couple comes to about $219. Adding this basic annual income of £2.G28 to
the $2,000 ontside income permitted under I1R 1, the average couple would still
not have reached an amount consistent with a moderate standard of living.
According to the recent consumer price information and Bureau of Labor
Statistics reports on the cost-of-living. an elderly couple living in an urban area
requires approximately $4,800 to maintain an “intermediate” living standard.
Even with the full $2,000, the average elderly couple cannot make ends meet.

Subjeet : An amendment to HR 1, liberalizing the social security “outside earn-
ings” test

Mr. Chairman, I have long been a consistent advocate of liberalizing the “earn-
fngs test” which limits the amount of income which Social Security recipients are
allowed to earn free of penalty. Thwo years ago, the Senate moved in this direction
by raising the “retirement test” to $2,400. Unfortuumate:., the NSocial Security
Amendments Act of 1970 never reached conference and recipients continue to
suffer under what I consider to be an out-dated and uarew:vnable “outside
earnings?’’ limitation.

Today, more than ever before, I am convinced that further iiberalization of
the *‘earnings test” is the right course. As a member of the Senate Kpecial
Committee on Aging, I have had ample opportunities to sensc the grear deire
of our senior citizens to ‘‘earn their own way” ... to gain the maximun level of
economic self-reliance which their circumstances permit. There is also a continual
need on the part of Congress to allow elderly Americans to maintain their
standards of living in the face of a persistent inflation.

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

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

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

In 1962, for example, the average income of a family headed by a senior citizen
could count on 509 of the average income of a family with a head of household
less than 65. Today, the family with a senior citizen as the head of household can
expect about 439, of the average income of his younger counterpart.

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

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

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

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

Thus, H.R. 1's proposed inclusion of the working poor and unemployed fathers
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as well as its strong emphasis on registering to work and providing job training
day care facilities, and public service employment is to the good. Similarly, 1
believe the establishment of a single national program with uniform standards
and policies will help eliminate acknowledged inequities in the current “system.”
By providing for federal administration of the basic program. states can be
saved funds currently expended for administration costs, especially if they eleet
to have the federal government also service their state supplement programs.

By and large, I believe most people are not on welfare by their own choosing.
And, while I fully support mandatory employment for those on welfare who ¢an
and should work when a job is available, T am not at all convinced this shonldl
include the mothers who have children under age 6 at home who need their eave,
I would strongly recommend the age 3 limit in the House-passed bill b ehabged
by your committee to age 6. In fact, in thinking of our welfare system. a very
real tragedy to me is the children who must grow up within it. They represent
over half of our Nation’s 14 million welfare recipients.

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

I am fullty aware of the unique and high cost problems we are facing in Alaska
by the bill's inclusion of the working poor and employable fathers provision,
Accordingly, I am a co-sponsor of Scnator Metealf's amendment which will pro-
vide for full federal funding of a state’s supplementary costs under fLR. 1 to
American Indians, Eskimos, and Aleuts. The federal government has long had
the prime responsibility for onr country’s Indian population. In Alaska. our wel-
fare roles are about §0% Native. U'nder H.R. 1, unless the state choonses the
totally inequitable approach of a dual level system whereby current recipients
are paid at the full state standard of $2.700 to $4.500 for a family of four, and
new working poor and unemployed father families are paid at the totally inade-
quate federal level of $2,400, the state stands to literally triple its welfare costs,
It would jump from current staie costs of $9 million to state supplement costs of
$30 million in order to have all eliyibie families receive the same payment levels.

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

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

May I also request tbat, as in numerous other federal programs. Alaska’s enor-
mously high cost of living be taken into account and our federnl base payment he
raised from $2,400 to at least a 259, increase up to $3.000. It is an acknowledged
fact in federal programs ranging from housing to food <tamps to providing fed-
eral employees a 25% increase in their salaries when they go to Alaska to work
that our state is a much more costly place to live than the “Lower 48.”

Our poor need this adjustment as much, if not more, than other Alaskan citi-
zens. I believe that the state of Hawail has similar difficulties. T hope you will
take this to heart and provide for such a cost of living increase, as has been done
time and time again, in other federal programs. Otherwise, Alaska's poor will,
in effect, be given only a $1,800 federal payment instead of the §2.400 to which
they are entitled.

One last point—Iin Alaska, many of our recipients of welfare live in remonte
villages which are difficult and costly to fiy to. I understand that quarterly eligi-
bility reviews are required of families covered by H.R. 1's welfare provisions. It



2774

is essential that the law have enough flexibility to allow this to be done by mail
and perhaps less frequently. The costs of personal visits by state or federal
employees each quarter would be astronomical. We have over 200 Native villages
scattered across our land, and it would take an army of bureaucrats with prac-
tically unlimited funding resources to reach each of these villages four times a
vear.

Thank you.

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

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

OUR OBLIGATION TO OLDER AMERICANS

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

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

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

Today, 4.7 million persons 65 and older fall below the poverty line, nearly
100,000 more than in 1968. For elderly persons living alone or with nonrela-
tives, 60 percent would be constdered poor or near poor. And for elderly Negro
women living alone, more than 88 percent—or nearly nine out of every 10—
live in poverty or are marginally poor.

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

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

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

An across-the-board increase in benefits;

Cost-of-living adjustments to protect the aged from inflation ;

Substantial raises in minimum monthly benefits for person with long
periods of covered employment;

One hundred percent benefits for widows, instead of only 8214 percent
as under present law ;

Liberalization of the retirement test;

More equitable treatment for couples with working wives;

An age-62 computation point for men, the same as now exists for wom-
en; and

Updating the retirement income credit for former policemen, firemen,
teachers, and other government annuitants.

While 1 applaud these improvements, I believe some other changes must be
made by the Senate to meet the needs of our Soclal Security beneficiaries,

SOCIAL SECURITY BENEFIT INCREASE

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

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

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

Those of us who have studied the problems of the elderly, you on this com-

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

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

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

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

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

t

MEDICARE REFORMS

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

Including the cost of out-of-hospital drugs under Medicare;

Elimination of the monthly premium charge for supplementary medical
insurance;

Rescinding of the raise in the deductible for Part B of Medicare from $50
t0 $GO;

Disallowing the increase in the hospital deductible from $60 to $68;

Elimination of the proposed $7.50 copayment charge for hospitalization
from the 31st to the 60th day of confinement : and

Repeal of the requirement for 3 days of hospitalization prior to eligibility
for home health care; and

Liberalization of the 2 year waiting period for disability coverage under
Medicare.

Today persons 65 and older comprise about 10 percent of our total populaticu.
Yet, they account for nearly 27 percent of all health care expenditures in the
United States.

Unfortunately, gaps in Medicare coverage make it necessary for the average
elderly person to pay $220 per year for medical expenses, 125 percent more than
younger persons with larger incomes. A classic examples is out-of-hospital
prescription drugs, which constitute an enormous expenditure for many elderly
individuals. Drug expenditures for older Americans now average three times as
high as for younger Americans. And for aged persons with severe chronic con-
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ditions—about 15 percent of all individuals 63 and older—prescription ex-
penditure are six times as great as for young people.

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

¥or these reasons, I urge that the Senate broaden Medicare coverage to include
out-of-hospital preseription drugs. Several renowned authorities, including the
1971 Social Security Advisory Council, have already recommended that this
measure be enarted into law,

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

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

In additoin, H.R. 1 would make the elderly subject to a $7.50 daily copay-
ment charge for each day in the hospital from the 31st to the 60th day. This
would be in addition to the first $60 which the elderly would be required to meet
out of their own pockets. For an elderly person in the hospital for 60 days,
this could mean an additional charge of §223. Moreover, this measure would prob-
ably fall most heavily on the patient Medicare is supposed to helr the most—
the person who may be exposed to catastrophic health care expenditures he-
cause of a prolonged period in the hospital. Again, I believe this burden should
not be forc.d un our hospitalized Medicare patients.

Currentiy, under Title 18 of the Social Security Act, essential home health
care is covelred only after a 3-day hospitalization. This includes visits by phy-
sieans, narses, physical therapists, occupational therapists, speech therapists,
and home health aides. I favor the extension of home health care to those covered
by Medicare when prescribed by a physician. The present system not only acts
as an obstacle to efficient health care for our elderly, but it also increases the
expenses of Medicare hospital fees needlessly by encouraging doctors to hos-
pitalize patients three days in order to qualify for home health care.

H.R. 1 fills a major gap in Social Security protection by providing Medicare
benefits for disabled Social Security beneficiaries. The House-passed version,
however, dqes not provide this protection at the time when the need is greatest,
I would urge that this Committee modify the provision so that disabled bene-
ficiaries would be entitled to-Medicare benefits from the first month of entitle-
ment to disability benefits rather than having to wait until 2 years after en-
titlement. ) )

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

One of the provisions relating to medicaid, the one-third reduction in match-
ing funds for long-term patients, seems particularly ill-advised to me. It will,
I fear, reduce the availability of quality care to needy people and at the same
time result in increased out-of-pocket expenditures by people who now have
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far less than is needed to mect the costs of everyday living. This provision is
ostensibly intended to encourage more outpatient care under medicaid, but
the proposed reduction in matching funds to meet the costs of hospitalization
after the 60th day in a general or TB hospital and after 80 days in a mental hos-
pital seems unnecessary. It will only cut back on the funds available to treat
the worst cases and encourage the premature discharge of people. Further,
this will increase the costs to the States which are already in serious financial
dificulty. Thus, the liklihood is that the provision will actually be more ex-
pensive in the long run, .
GENERAL REVENUE FINANCING

As I have indicated, much more than stopgaps are needed as we consider re-
form of this system. For example, we bave to provide for automatic cost-of-living
increases and I am happy to see the rovision in H.R. 1 which would provide
annual cost-of-living increases wheuzver there is a 8 percent_ rise in the Con-
sumer Price Index. However, I think it has become clear that using only Social
Security tax to pay for increased benefits is becoming an ever-increasing burden
on the average worker who must pay the cost of these improved benefits. Even
now Social Security taxes are more than income taxes for many workers. There-
fore, the time has come for a major revision in the method of financing Social
Security. I suggest that we take immediate steps to provide a significant portion
of the cost of the Soclal Security program from general revenues.

The idea of using general revenues to pay a part of the cost of the Social Secu-
rity program is not new. From the very start in the 1930's, the designers of the
program envisaged a time when the income from Soclal Security taxes would have
to be supplemented from general revenues. During World War 1I, scheduled in-
creases in Soclal Security taxes were postponed and approprlations from genera)
revenues were authorized on an “as-needed” basis. This authority was never used
and after a time it was repealed. Then, in the 1950's the long escalation of both
tax rates and the tax base began.

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

Agsain, I wish to express my approval of H.R. 1 as the basis for meaningful re-
forms in our Social Security system. However, much more is needed if our Nation
is to come to grips with the economic crisis which now affects millions of older
Americans and threatens to engulf many more approaching retirement age.

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

STATEMENT OoF HON. BELLA 8. ABzUG, A U.S. REPRESENTATIVE FROM THE STATE 07
NEw YoORK

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

AMENDMENTS TO OLD AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM

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

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

First, it is imperative that women’s benefits be separated from those of their
husbands, in order to erase the stigma of dependency which women have had
to bear since the inception of the “wives’ benefit” of the Soclal Security program,
In its place, there should be established an independent “Woman’s Basic Benefit”
that would be paid in varying amounts to different classes of women : full time

. housewlives, full time housewives with household help, working women with

household help, and working women without household help. Second, women who
worked would recelve the full benefit depending on the amount of their earnings, -
regardless of the amount of their “Woman’s Basic Benefit.” There would be no
“family maximum.” Each member of & family would receive as much as he or she

1slegally entitled to, depending on his or her tudividual salary.

It 18 also important that women have the opportunity to get out of the house
in order to earn the salaries on which their Social Security benefits are based.
To that end, I recommend that a tax credit be allowed all working women to
cover the cost of day care for every child in the family. Or, where this is not
appropriate, direct Federal payments would be made to cover the full cost.

Another important structural change which affects both men and women is

" the methodology of actuarial computation, which results in women receiving

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

TITLE IV

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

It compels mothers to work without providing for adequate care for their
children. It provides for a basic level of benefits which is barely one-third of the
Bureau of Labor Statistics' “Lower Living Standard.” It encourages the States
to reduce benefit levels and discourages them f..n raising benefit levels, even if
there are major increases in the cost of living. .t contains distinctions between
the family programs and the other federally assisted categories which can only
have as their basis a desire to discriminate on the %us!s of sex and race. Under
the guise of being a reform measure, it will leave many recipients of public
assistance—perhaps 90 percent—worse off then under the present system.

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

Only 18 percent of women presently receiving public assistance have completed
h(iigh séhool, but job “trailning’ under tais bill will not even include basic adult
education.

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

72-573—72—pt. 6——14
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care for the children of mothers compelled to work under this bill will exceed
$2 billion. This is a far cry from the $700 million Mr. Mills says will meet
the need as he has estimated it.

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

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

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

BENEFIT LEVELS IN TITLE IV PROGRAMS

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

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

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

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

Thank you.
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SfATBMENT oF HoN. FRANK ANNUNzIO, A U.S, REPRESENTATIVE FROM THE STATE
OF ILLINOIS

THE NEED FOR PRESCRIPTION DRUGS UNDER MEDICARE

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

In the time that has passed since that study and the reviews that followed, we
have continued to talk about the desirability of such a program. But as we have
talked, both in the halls of Congress and before this Committee, millions of older
Anmericans have suffered severe financial and even medieat harm from our need:
less delays. Our elderly must now spend 20 cents of their health care dollar on
preseription medieations. This amounts to about $1 billion a year, or about 23
percent at the Nation's total outlay for prescription drugs.

When we consider that many of these older people are living on minimal fixed
incomes, that fully 25 percent of them are living at or below the poverty level,
then we cannot help but realize the terrible strain which high-cost drugs must
place on their limited financial resources. Furthermore, drugs for the elderly
cannot be considered luxury items easily eliminated from the family budget in
times of financial stress. Effective drug therapy is frequently essential to the
well-being of millions of older Americans. Abvut 80 percent of the elderly—as
opposed to only about 40 percent of those under 63—suffer from one ur more
chronie diseases or other conditions. Arthritis and rhieumatism atHict 33 percent ;
heart disease, 17 percent; high blood pressure, 16 percent; for those suffering
from these nilments, prescription drugs are essential.,

Year after year we have seen legislation introduced to eliminate or reduce this
broblem for our elderly. Once again we have heen presented with a positive solu-
tion to the problem, a bill (H.R. 2353) which would amend the part A program
. under medicare to cover the cost of outpatient prescription drugs. As one of the
niwore than one hundred house sponsors of this bill, I want to say that enactment
of this legislation is clearly and urgently needed. The untiring efforts of the dis-
tinguished Senator from New Mexico, the Honorable Joseph Montoya, and my
able colleague from Wisconsin, the Honorable David Obey, on behalf of this vital
piece of legislation are to be especially commended.

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

It is, in my judgment, absurd to underwrite—as medicare does—the costs of
hospitalization and other institutional care, and not underwrite the cost of the
very items which might prevent institutionallzation altogether. It is also incon-
sistent to pay for drug costs in a hospital or extended care facility—as medicare
does—but not pay for the same drugs outside the high-cost institution. Because
of this gap in coverage, it is highly possible that many elderly persons are hos.
pitalized sinply because that is the only way they can get the medications they
need. Thus, the extra cost of needless overutilization of hospital facilities is loaded
onto the taxpayers who support this program,



2782

There can be no question about the need for this program. The subject has been
studied, restudied, and overstudied—always with the same conclusion: do it
now. I urge this Committee to act promptly and favorably on H.R. 2355 and thus
provide our $20 million older Americans with a well-designed, uncomplicated but

effective drug insurance program. Thank you.

STATEMENT OF HON. MARIO BI1AGeI A U.S. REPRESENTATIVE IN CONGRESS FROM
THE STATE OF NEW YORK

OUTPATIENT PRESCRIPTION DRUG COVERAGE UNDER MEDICARE

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

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

In light of the financial plight of our senior citizens, I have introduced a
package of bills designed to relieve this burden. My proposals would provide
these citizens with the opportunity to enjoy the fruits of thefr labors instead of
merely being provided with an income which is barely adequate enough to live
on. In addition, these individuals are on a fixed income and any increase in the
cost of living simply magnifies the problem. One of the bills in my package of
ggec(i]a:l security reforms, H.R. 9872, would include prescription drugs under

care. -

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

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

My bill, H.R. 9872, and others like it would help solve this problem by extend-
ing medicare benefits to cover the cost of prescription drugs to medicare recipi-
ents. Also, & minimum payment of one dollar per prescription is required by the
beneflciary, so that low cost items are excluded. -

Mr. Chairman, at this point I would like to include for the record, a Library
of Congress, Congressional Research Service report which analyzes the views of
the American College of Apothecaries on my bill, H.R. 8672. The report follows:

THE LIBRARY OF CONGRESS,
CONGRESBIONAL RESEARCH SERVICE,
Washington, D.C., January 20, 1972,

To : Honorable Mario Biaggi.

From : Education and Public Welfare Division.

Subject d:iViews of the American College of Apothecaries on drug insurance under
medicare.

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

In his communication, Mr. Iichuk indicated that there was no need for an im-
mediate reply to bis inquiry. We have delayed a response this long, because of a
possibility that drug insurance proposals for the medicare program might have
received attention in soclal security hearings before the Senate Committee on
Finance before the end of the 1st Session of the 92nd Congress. As you know, no
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hearings were held, but are now scheduled to begin later this month. This report,
therefore, may be of timely interest to Mr. Ilchuk.

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

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

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

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

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

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

a significant economic disincentive against discounting:

Erample

Ingredient costs of a COVer ArUg e e oo e cecccecccc e —mmm———— $
Reasonable fee recognized. .. .o em————c e —cmc—————

Total ChATZeS . e e e —ca———— e e ~—m—————
Reimbursement to non-discounter :
Patient pays $1 copayment
Government reimburses on basis of actual charges minus the $1 co-
payment. -
Payment to vendor equals $6.
Reimbursement to discounter:
Copayment discounted entirely . o oo oo e 1
Actual Charges. v e e e mm— e m———————— e © 6
{Government reimburses on the basis of actual charges minus the
copayment of $1.)
Payment to vendor equalS oo ecccmacenaa 11

There are a number of ways-of dealing with the copayment discounting
issue, if Mr. Ilchuk desires to explore this matter greater detail.

Recommendation No. 2—Drugs excluded from the formulary.—The bill adds a
new section 1818 to the Social Security which would establish within the De-
partment of Health, Eduction and Welfare a committee known as a Formulary
Committee. This Committee would be assigned a number of responsibilities in
connection with the drug insurance program proposed in the legislation. Among
other things, this Committee would be responsible for establishing a Formulary
of drugs for which reimbursements would be made under the program.

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

ciences.”

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

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

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

Recommendation No. 4—Inclusion of drugs in the formulary.—The College's
fourth recommendation is a variant of No. 8 above. Under the bill, a manufacturer
is entitled to petition the Committee for the inclusion of a drug in the Formulary.
If such a petition is denied, a hearing may be sought and judicial review if neces-
sary. The College proposes that individual practitioners be granted the same op-
portunities for petition, hearing and judicial review. As before, it is suggested
that a rationale be obtained, in order to evaluate the desirability of including
such a change in your bill.

We hope this brief review is of some assistance to Mr. Ilchuk, and if we can be

of further help in this matter, please let us know.,
GLENN MARKUS,

STATEMENT OF HoN, GARRY BrowN, A U.S. REPRESENTATIVE IN CONGRESS
FroM THE STATE OF MICHIGAN

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

The time has come to act. Equity, the need to establish a sound, coherent policy,
and the practical eflicacy of the proposed amendment along with its overwhelming
snpport among those most aware of the problems of the aging, compel adoption of
thzls:hp'l;; to include outpatient prescription drug coverage under Medicare.

ank you.

—’

STATEMENT oF HoN. CHARIES J. CARNEY. A U.S. REPRESENTATIVE IN CONGRESS
Frox THE STATE OF OHIO

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

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

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

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

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

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

STATEMENT OF HoN. SHIRLEY CHISHOLM, A U.S, REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEW YORK

OUTPATIENT PRESCRIPTION DRUG COVERAGE

Mr. Chairman, miembers of the Finance Committee, I am thankful for this
opportunity to testify on the outpatient prescription drug coverage amendment
to HR. 1.

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

Old age is trying enough for anyone; for the elderly who are in ill health,
the hurdens are multiplied. The ailing senior citizen has a difficult time just
getting to a doctor’s clinic. Until the introduction of medicare, he had a hard.
sometimes, impossible struggte to meet the costs of medical care while subsisting
on a meager pension or on social security payments. Now, at least, that cost has
been partially met through the advent of medicare payments to the aged who
need certain types of medical care.

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

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

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

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

Gentlemen, we have a moral obligation to serve those who have served us 80
long and well. The health and welfare of the impoverished elderly depend on
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what action you take to plug up this loophole which is so costly to the elderly
so that they ean live out their remaining years with a modest standard of living.
I hope that when you make your (]eci&mu you make it with the interests of our
senjor citizens in mind.

STATEMENT OF HoN. ROBERT F. DRINAN, A U.S. REPRESENTATIVE IN CONGRESS FROM
THE COMMONWEALTH OF MASSACHUSEITS

Mr. Chairman and distinguished members of the Committee :

1 am grateful for the opportunity to testify in support of Senator Montoya's
proposal—originally introduced as S. 936 and now pending before your Committee
as an amendment to H.R. 1—to include outpatient prescription medication cover-
age in a drug insurance program under Medicare.

Before I begin, 1 wish to commend Senator Montoya for his five years of dedi-
cated effort in his area, and Representative David Obey, whose companion legis-
lation in the Iouse of Representatives (H.R. 2353) now has 113 cosponsors as
a result of more than a year of diligent work. I also wish to thank the Chairman
of this distinguished Committee, who since 1967 has lent his considerable prestige
and support to the passage of this legislation.

Although the elderly comprise only 10 percent of our national population,
they account for approximately 25 percent of all expenditures made for pre-
seription drugs purchased outside of hospitals or other institutional facilities.

Thix is understandable, since 80 percent of the elderly suffer from chronic
disease or other allments, as opposed to about 40 percent of those under 63 years
old who suffer from such ailments. Yet the elderly also happen to be one of the
nation’s poorest minorities, with per-capita earnings substantially below the
national average. America’s senior citizens, with limited income and limited sav-
ings, must face the heavy burden of drug costs precisely at the moment when
financial resources are dwindling and the need for prescription drugs is increasing.
’Iihe resulting financial squeeze can put terrible, terrible strains on the nation’s
elderly.

In Leominster, Massachusetts. for example, a retired man living on Social
Security payments of £307 a month suffered a debilitating stroke which cost
him his ability to move and his ability to speak. His wife, who suffered from
diabetes and a severe kidney ailinent, could manage to save enough for her hus-
hand’s medication only by skimping on her own. She suffered greatly—and need-
lessly, 1 might add, had Senator Montoya's bill heen passed years ago.

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

We therefore find that. in order to improve the anccess of the elderly to high
quality health carve, and to protect them where possible against high drug
expenses which they may he unable to mesét, there is a need for an out-of-
hospita! 2cag insurance program under medicare.

These woras were written three years ago. It is my belief that we should
enact such, a program immediately. without further delay. The legislation we
are considering today is the product of aliwost five years of refinement and re-
search. It has been endorse by the AFI~CIO Exeentive Council, the National
Council of Senfor Citizens, the American Pharmaceutical Association, and many
other organizations.

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

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

First, the legislation is finenced under the Part A “Hmpital Insurance Pro-
gram” portlon of Medicare, which in my opinion is one of its most commenad-
able features. Individuals will pay for the drug insurance program during their
working rears, rather than later when retirement reduces income sharply. It is
this provision which makes possible the one-dollar copayment feature, the key-
stone of the entire program.

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

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

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

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

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

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

I think so. We have a bill which is easy to administer, reasonably priced, and
visionary in scope. But most important of 2ll, we have a bill which in some small,
tentative way begins to repay our enormous debt to America’s elderly citizens.
With this one bill, we can make progress on two important fronts—improving
medical care for the aged, while simultaneously taking a genuine step to solve
the poverty problem. This legistation will go far to justify the faith that the
-elderly h¢ re in their government, a faith which has lasted until now but which
cannot help but diminish if Congress doas not justify it soon.

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

STATEMENT OF HON. JosHUA EILBERG, A U.S, REPRESENTATIVE IN CONGRESS FROM
THE STATE OF PENNSYLVANIA

COVERAGE OF OUTPATIENT PRESCRIPTION DRUGS UNDER MEDICARE

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

1The National Journal estimates the cost of the drug proecrlptlon program at $1.7
billion—22.79% of Medicare's $7.5 billion budget for Fiscal Year 1971

From 1967 (when Senator Montova Introduced his first legislation on this subject)
until 1870 (the last year for which figures are avallable), the per-capita expenditure for
rescription drugs for those over G5 vears old increased from $40.65 to $50.04-—an
nerease of 25.3%. (Flgures from the Soclal Security Admlnlstratlon 3 Prescription Drug
Data Summary, table 1 4).
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of a workable program. The results of that study were forwarded to the Congress
on February 7, 1969, over two years ago. Those results provide irrefutable
evidence that the need for such a program does exist. As a group, the elderly
comprise about 10 percent of the population, but they account for well over 20
percent of all outpatient prescriptions, and for 25 percent of all outpatient drug
expenditures. Private insurance protection for the cost of prescription drugs is
not a realistic alternative for the bulk of the elderly. The Social Security Admin-
istration recently reported that only about 3 million older people, or about 15
percent of the elderly have managed to obtain out-of-hospital drug insurance
from private sources.

During the time that the question of Medicare coverage of prescription drugs
has been studied and considered, the burden of drug costs on the elderly has
grown progressively greater. In 1067, about the time that the HEW study of
the problem began, the average expenditure by the aged for outpatient prescrip-
tion drugs was $54.16; during fiscal year 1969, the private expenditures for
prgnscrlption drugs purchased by the elderly was $70.25. Clearly, the cost of
Congressional inaction has fallen on those of our citizens least able to bear it.

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

In addition, beneficiaries would incur a one dollar copayment for all prescrip-
tions filled under the program so that both patient and provider would know
the extent of the patient's liability at thie time the services are provided. The
bill also contains a provision for adjusting the amount of the copayment to
reflect changes in the general level of prescription prices.

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

Thank you.
- il A

CONGRESS OF THE UNITED STATES,
HoUSE OoF REPRESENTATIVES,
Washington, D.C., August 12, 1971.
Hon. RusseLn B, Loxg,
Chairman, Senate Finance Commitice,
New Senate Office Building.

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

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

I would like to urge adoption of the following provisions:

1. States must maintain their present lerel of benefits. No welfare recipients
should be worse off financially under the new program than they are under the

7 present AFDC system. President Nixon made this commment to the nation when

he announced his welfare reform program in August, 1969.

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

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

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

5. Adequate funding must be provided for ohild care centers and for the fob
training-employment aspects of the bill. We cannot force mothers to register for
job training if the child care available for their off-spring is not in the best inter-
ests of the well being of those children. That will assuredly not be the case if we
fail to increase the present allocation of $2 billion for the child care of 134 million
children. < .’

1t is the Administration’s estimate that 2.6 million families contain people who
will register for employment services. Yet H.R. 1 provides for only 412,000 train-
ing and job placement slots and 200,000 public service jobs. 'The sum allotted for
job training is only $540 million. We cannot hold out child care centers and job
training as panaceas to the endless cycie of welfare dependency if we fail to fund
these programs at a realistic level.

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

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

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

9. Eligibility for assistance must be based on the current need of the applicant.
H.R. 1 would disqualify any person who had earned an amount of income over the
previous nine months that, if earned regularly, would make him ineligible for
assistance. This provisicn is highly discriminatory towards seasonal workers, such
as migrant laborers. This marks a change from the present practice of eligibility
being based on current need.

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

Thank you for your consideration.

Sincerely,
DoxALD M. FRABER.

STATEMENT OF HON. ROBERT N. G1aiMmo A U.S. REPRESENTATIVE IN CONGRESS FrROM
THE STATE OF CONNECTICUT

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

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

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

As the Senate Special Committee on Aging reported, poverty for persons 60-G4
years old has inereased from 1968 to 1970 by almost 100,000. While these aged
citizens comprise only ten percent of the population, around onc-fourth of the
1.7 billion annual prescriptions for drugs are for the elderly. With the cost of
drugs heing what they are, it is inconceivable to expect that the aged poor could
continue to pay for outpatient health-sustaining drugs without incurring severe
economnie losses,

1 conld not support a measure to provide outpatient prescription drug coverage
under Medicare unless I believed it was economically, nmedically and administra-
tively feasible. In 1907, when the Administration first studied the matter, it was
concluded that a drug coverage program would have to be designed meticulously
to avoid (1) a giveaway syndrome, (2) bureaucratic entanglements, and (3)
arbitrary selection of the drugs to be provided. During the Nixon Administra-
tion, there have been two studies on the subject and each has emphasized the
need for drug-selection management and financial control. I believe that H.R.
6243 includes decisive provisions to satisfy these reqgnirements.

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

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

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

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

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

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

AMENDMENT 464 TO H.R. 1

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

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

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

Throughout the country, millions of the elderly exist with an income below the
poverty level; their median income is below $2,000. These people are cruelly
punished by increases in the cost of living.

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

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

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

This subcommittee is presently considering Amendment number 464 which
would help implement these recommendations,

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

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

TestIMONY OF HoN. LEE H, HAMILTON, A U.S. REPRESENTATIVE
FROM THE STATE OF INDIANA

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

One of the most frequent. complaints which I receive from elderly constituents
who are trying to make ends meet on a limited income is the increasing cost of
health care. and particularly, preseription medicines.

The proposal by Senator Montoya, amendment No. 464, and the companion
legislation which I co-sponsored in the House of Representatives (H.R. 2355),
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goes to the heart of this complaint. The amendment establishes a comprehen-
sive drug insurance program aimed at alleviating the crushing financial burden
of our older, infirmed citizens whose only source of income often is a social
security pension.

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

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

The central aims of the amendment are to:

1. Provide coverage, under Medicare, of prescription drugs and some non-
prescription drugs of life-sustaining value.

2. Eliminate the Part B Premium of Medicare, along with the required
record keeping and claim requirements, and finance the prescription drug
program under Part A of Medicare.

8. Establish an appropriate committee of authorities in the health fleld
to detemaine the drugs to be covered.

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

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

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

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

STATEMENT OF HON. WILLIAM E, MINSHALL, A U.S. REPRESENTATIVE
FRrOM THE STATE oF OHIO

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

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

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

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

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

PRESCRIPTION DRUG COVERAGE UNDER MEDICARE

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

As a sponsor of similar legislation in the House of Representatives, I am de-
lighted that Senator Montoya and so many of his colleagues have introduced 8.
936 to achieve this purpose, and I hope that the Committee will adopt this legisla-
tion as an amendment to H.R. 1,
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I am convinced of the urgent need for this legislation. The prescription drugs
which America’s elderly require are too expensive for many of them—yet the
medication is vital to sustain life.

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

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

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

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

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

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

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

The balance of the cost for prescription drugs would be paid by the Federal
Government, which would reimburse pharmacists directly, on the basis of a
“maximum allowable cost” plus a professional fee for the service rendered. This
procedure should provide reassurance against any abuse of the program—either
by druggists or the pbarmaceutical industry.

The direct payment to the pharmacist will have another benefit: It will mean
that people over 63 will not be burdened with the task of keeping records of their
drug purchases, or with the problem of filing claims and waiting for
reimbursement.

The legislation now before the Committee calls for the establishment of a
nine-member Formulary Committee—composed of two officials of the Depart-
ment of Health, Education and Welfare and seven individuals from outside the
Federal Government, the majority of whom must be physicians. Under the legis-
1ation, these are to be people of recognized professional standing and distinction
in the fields of medicine, pharmacology and pharmacy.

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

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

courting economic hardship.
As a Meniber of Congress who has sponsored identical legisiation in the House

72-573—72—pt. 6——F5
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of Representatives, and as a sponsor of other legislation which seeks to provide
broad-range national health insurance for all Americans, I thank the Committee
for this opportunity to present my views in support of 8. 936 introduced by
Senator Montoya. I hope that the Committee will give careful consideration and,
ultimately, its full support of this legislation so that our elderly can take another
step forward in their search for the dignity that accompanies physical good
health and economic good health—worthy goals which they are entitled to attain
after their working years are over.

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

Mr. Chairman, along with more than 100 of my colleagues in the House, I am
a co-sponsor of H.R. 2355, and its companion biils, which are the counterparts of
S. 938, which is under consideration today and which is designed to correct one of
the most serious shortcomings in the present program of health insurance for the
aged, the absence of any outpatient prescription drug benefit. Five years ago, Con-
gress directed the Department of Health, Education and Welfare to study the
extent to which drug costs constitute a major financial burden on older persons
and to report to us regarding the feasibility and design for a workable program
covering the costs of prescription drugs under medicare. The Final Report of this
special Task Force made it abundantly clear that older Americans sorely need
assistance with their prescription drug expenditures.

Although the elderly represent somewhat less than 10 percent of the Nation’s

" population, they account for more than 20 percent of outpatient prescriptions writ-
ten in the United States and about 5 percent of total expenditures for prescribed
drugs purchased on an outpatient basis. This, of course, is understandable, since
about 80 percent of the elderly—as opposed to only about 40 percent of those
under 63—suffer from one or more chronic diseases or other conditions for which
pharmaceutical therapeutics is often used.

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

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

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

STATEMENT OF HON. ToM RAILSBACK, A U.S. REPRESENTATIVE FROM THE STATE
oF ILLINOIS

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

In Illinois, over 109, of the populaiion is composed of persons 65 or older,
and it is estimated they pay at least 25% of all outpatient drug costs.

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

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

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

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

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

TeESTIMONY OF HoN. BENJAMIN S. ROSENTHAL, A U.S. REPRESENTATIVE IN
CoNGRESS FROM THE STATE OF NEw YORK :

Mr. Chairman, I appreciate this oportunity to testify in behalf of H.R. 2353,
a bill designed to provide prescription drugs to Medicare patients outside the
hospital.

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

A large portion of health care costs stem from the purchase of drugs. This is
espectally true of our elderly who must spend 20 cents of their health care dollar
on medicine. While the elderly represent only 109, of our population, they
account for 259 of the nation's prescription drug expenditures, or about §$1
billion a year. It is essential that we make the purchase of these drugs less of a
hardship.

Our elderly are faced with rising needs and costs for medicines when they
can least afford it. Many are living on minimal, fixed incomes, and expenditures
for drugs can have substantial impact on their often too small financial resources.
Furthermore, chronic fllnesses requiring continuous drug use are prevalent
among the elderly and pose a tremendous burden for this age group, fully 25%
of whom are living at or below the poverty level as measured by Social Security
Administration indices.

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

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

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

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

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

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

STATEMENT OF HoON. Louis STOKES, A U.S. REPRESENTATIVE FROM THE STATE
’ oF OHIO

Mr. Chairman: I appreciate this opportunity to testify in support of Senator
Montoya's proposal to provide Medicare coverage for outpatient prescription
(}lrugséésgm one of the 113 co-sponsors of Congressman Obey’s companion bill,
L.R. X

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

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

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

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

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

STATEMENT OF HON. JOHN A. BURNS, GOVERNOR, STATE OF HAWAIIL

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

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

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

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

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

The future of 25 million Americans is in your hands; welfare reform musi te
now.

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

TESTIMONY OF HON. WILLIAM T. CAHILL, GOVERNOR, STATE OF NEW JERSEY

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

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

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

There are several provisions of H.R. 1 on which I would like to comment spe-
cifically. I do not want these comments, which are intendeu o be 1n the nature of
constructive criticism, to be interpreted &5 diminishing my enthusiasm for and
support of H.R. 1.

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

Your Committee has had extensive discussion concerning the level of the mini-
mum income standard. In my opinion, this level should be kept reasonably low,
$2,400 for a family of four would seem to be a standard acceptable to most states,
I make this statement, however, with a strong qualification that the states be
encouraged to supplement that minimum standard. Under H.R. 1 there is, unfor-
tunately no provision for federal cost sharing in the state supplement. I believe
that the state supplement gives the program the type of flexibility which it needs
to meet the varying requirements of states as different as New Jersey. New York,
Mississippi and Alabama. With no federal matching of the state supplement, the
higher income states will be and have been forced t» press for increases in the
national minimum income standard in spite of the rfac’ that such fincreases might
have adverse economic effects on the lower income states. Consequently, I be-
lieve that the federal government should match the state supplement. At the same
time, [ recognize that the federal government should be in a position to limit
supplement matching to a level which it deems appropriate.

In accord with the above, I support that portion of the Ribicoff proposal which
would lead to eventual full federal funding of all public assistance costs in every
state. 1 also believe that full federal funding need not and should not result in
the identical dollar standard for every state. The possibility of identifying and
administering varying regional standards, related to regional “poverty levels,”
should be explored.

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

Under H.R. 1 computable earned income is credited 1009 to the Federal con-
tribution. Just as I believe that there should be iederal matching for the state’s
supplement, I also strongly urge you to consider amending the bill so that com-
putable earned income can be applied pro rata to the state share as well as the
federal share of the assistance grant.

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

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

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

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

I support the provisions for making avallable exparded public service jobs
to welfare recipents. However, I think that federal suppa:ri far those jobs would
be more effective if it were decreased to half the rate now contemplated in the
program but over a longer pertod of time.

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

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

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

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

It is with this in mind that I believe the time has come to finance the care of
the needy from federal funds entirely, or with a very limited state supplementa-
tion, with some percentage of federal matching of the supplement. Much discus-
sion has been given to the method of administration of H.R. 1 when enacted.
The concensus of those in discussions I have heard favor state administration,
with federal financing, similar to the relationship between the Department of
Labor and the unemployment compensation prograwms. I am advised that the
Chairman has stated his own inclinntion relative to thix type of administration,
using federal gunidelines and supervision to assvre compliance, with virtually
all federat financing, and the basic administration being done at state and local
levels, T hea:tily endorse what I understand to be the Chairman’s views.

In the event that there are some states which, for reasons peculiar to that
specifie state, feel they cannot adequately administer the provisions of H.R. 1,
the legislation should contain other provisions for making the adwministration op-
tional with the state.

Time will not permit me to deal with the specifies of IL.R. 1. as passed by the
House, and now pending before this Committee. Iowever, we in Oklahoma are
much concerned relative to the administration of a welfare reform law, when
enncted by Congress. Permit me to quote from the resolutions of the Governors’
Conference on this subject :

C—-2—WELFARLC REFORM

F. Allow for state administration without financial penalties if the state
chooses to admintster the program. /Yolicy Positions of National Governors’
Conference 1971)

While I endorse the principle of the option, and consider it to be a ‘“must” that
the states be given the sole responsibility of the decision to opt or not to opt for
state administration, I would like to state our thinking on the question of ad-
ministration. As far as the State of Oklahoma i« concerned. we feel very strongly
that it is far better for the State to administer the program, than for the federal
government to attempt to set up a new system. This is also the opinion of the
nine-member Constitutional Board. the Oklahoma Public Welfare Commission,
and its Director, L. E. Rader, who i= authorized by me, as Chief Executive, and
by his Commission, in addition to my statement, to advise the Committee of his
and our great concern relative to this question of administration. I would like
to point out what I consider to he some of the rationole of this position:

If states administer the program. ihrough their welfare boards or commissions
and the state administration, they will be better able to recognize the needs of
their particular state. The state will have more input into the program, which
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should provide a stabilizing effect and a more objective evaluation of the pro-

gram, «n a day to day basis.
States currently have trained staffs which can put a new program into effect

immediately.

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

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

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

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

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

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

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

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

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

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

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

e. Adequate employment opportunities and related supportive services;

f. Meaningful incentives for employment.

The income maintenance system contained in H.R. 1 fails to meet these ob-
Jectives. It would appear, however, that H.R. 1 does not contain any substan-
tial fiscal relief for the State of Wisconsin except at the expense of the recipient.
Advocates of H.R. 1 estimated that the bill would mean savings of $33 million
for Wisconsin. The analysis in the attached tubles, however, suggests that Wis-
consin will have to spend from $10.7 million to $18.3 more than is budgeted for
1972-’.'3dto insure that all recipients receive the level of assistance presently
provided.

The major reason far this discrepancy is that H.R. 1 requires that the “hold
harmless provisions’ ve applied to state programs as they applied in January,
1971. Under the provisions of H.R. 1, the state would presumably save the dif-
ferenves between the proposed benefit levels. Wisconsin, however, has raised
1972-73 assistance standards by more than $12 million and re-established AFDC-



2804

U. In order- for Wisconsin to realize substantial fiscal relief, recipients would
lose between $25.2 million and $33.8 million in benefits.

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

Just as H.R. 1 does not provide fiscal relief for the states, it does not provide
equal financial assistance for families. A family of four, headed by an under-
employed father, will receive substantially less than an equivalent size family
headed by a working mother. For instance,-a family of four with $1,500 income
is eligible for $1,854 under the proposed national standard; however, if that
tamily is headed by a female, the family would receive approximately $3,870, in-
cluding state supplements at the existing levels and food stamps. The result is
that two families of the same size and with the same earned income, would
receive a difference of $1,500 in the amount of income support.

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

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

nefits.

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

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

For example, the Social Securtly Administration, which must obtain com-
parable information, often requires three months to determine eligibility for
OASDHI benefits. While some procedure may be desirable to prevent gross
abuses, it {8 clear that families applying for relief will need immediate income—
more than the $100 proposed in H.R. 1—and state and local governments will
have to pay the cost. . -

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

Another defect of the bill i3 that the administrative structure provided does
not guarantee reciplents adequate legal protection. Under the present system,
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welfare reciplents can obtain hearings and make use of federal district courts.
Under H.R. 1 the Secretary’s decision would be final. In addition, the Secretary
can ban certain people from entering Family Assistance offices. This could mean
the exclusion of people who help recipients obtain their legal rights.

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

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

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

These provisions included in H.R. 1 create second-class citizenship. They also
point to a contradiction in administration policy. President Nixon vetoed the
Economic Opportunity Act which contained a new comprehensive child develop-
ment program. This program would have provided substantial sums to create
community child care and develop centers, but contained no requirement for a
parent to place & child in such a center. In his veto message, the President ex-
pressed concern that this pregram might supplant the essential responsibility of
parents in raising their children. Yet H.R. 1 proposes to remove from mothers
who have not outside means of financial support the responsibility and the right
to choose how to raise their children. Mothers who receive social security or
workmens compensation are not required to participate in employment programs;
nelther should mothers who are public assistance recipients.

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

The thiree key provisions of this amendment which are likely to gene.atc the
greatest concern are 1) the federalization of the costs of the program, 2) the
move towards uniform standards for benefits by 1976 and 8) the eligibility of
all individuals for benefits. )

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

The increased cost to the federal government of public assistance is as low as
one-tenth of one percent of the federal government’s final outlays. However, at
the state and local level, every dollar of a deficit must be made up immediately ;
and a substantial share of a state or local government’s deficit during a reces-
sion i8 larger welfare expenditures. So while the federal government is passing
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tax cuts to stimulate the economy, state and local governments are completely
offsetting the federal tax cuts with tax increases to make up the deflcits created
by national economie policies.

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

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

I also hope that the Committee will incorporate additional reforms to the
Ribicoff amendment. I believe the issue of medical assistance must be dealt with
at the same time that income maintenance aspects of the pro~ram are reformed.
The added financial incentives to states for establishing programs with heilth
maintenance organizations will probably accomplish little wiikor® «stablishment
of a program to provide all medical services to all individuals in a community.
Moreover, the single largest cost component of the medical assistance program
is nursing care. Prepaid health insurance would have no impact on such care.

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

Respectfully submitted,
- PATRICK J. LUCEY,
Governor of Wisconsin,

TABLE,—FISCAL IMPACT OF H.R. 1 ON WISCONSIN UNDER DIFFERENT ASSUMPTIONS

. Total Federal State

A. Estimated cost of financial grants under present program for adult and
family categories in fiscal 1972-23._ . . ... .. ... ... ... ....... $161,497,000 $100,420,000  $61,077,000

B. Cosls‘uugrssé&l affected by hold harmless provision (1971 State

costs $45,585,000):

1. State supplement up to 1971 State standards and Federal
[T 102,293,000 73,030, 000 24, 263, 000
2. Food stamps_ - - 7" oI T il 21,092, 000 0 21,032, 00
3. Adjustment to 1971 standards to set them at maximum...... 8, 148, 000 0 8, 148, 000
ublotal ... ... e meecerscesasesaiacacacmcaene . 131,533,000 78,030,000  53,5003,003

C. AdjustmenttoStateshareif 8.3 adgustmentis accepted as partof hold
harmless frovision:Subtract $45,585,000 from State share. . - 0 47,918,000 —7,918,000
Subtotal .. ireeiieeccaceeneeaea 131,533,000 85, 948, 000 45, 585, 000

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

patients to medical assistance. ... ... ... .. .......... 16, 489, 000 9, 316, 000 7,173, 000
2. Cost of increased state standards above 1971 levels._.._..... 12, 468, 000 0 12, 468, 000
3. Costof aid to unmarried pregnant women. . ..__.._.___.___.. 853, 000 o - 853,
4. Cost of aid to step children and children living with nonlegat
Telatives. o iieicaieeeaceecmsseeanees 4, 546, 060 0 4, 546, 000
5. Costof providing aid under AFDC-U (notinJanuary 1971 plan). 3,256, 000 2, 866, 000 0, 000
. | ut mm""ii'i"l ................................... 38,112,000 12,182,000 25,930, 000
E. Financial grants costs of H.R. 1:
1. Based on adjustment madeinitemC..... ... ___._ ... 169,645,000 98,130, 000 71, 515,000
'2. Based on adjustment made in item B.3. but not subject to hold
E. Net cha hatrmless prg;&sion; (|B. & ?.) ........................... 169,645,000 90,212,000 79,433,000
. Net change to present financial grants program:
A B P e, 48,148,000 —2,290,000 -+10,438, 000
0 2. E'.‘z--A...A_.i .......................................... 48,143,000 —10,208,000 18,356, 000
G. Other H.R. 1 cost implications:
hanges to the medical assistance ProBram. ... ... ... cciiceciieeocoiimeieceearacenan +3,098, 000
2. Income maintenance administration (county and State).... ... ... oo eieeoiiiiiias —4, 605, 000
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TABLE.—CONSTRUCTION OF WISCONSIN 1972-73 FINANCIAL GRANTS TO INDIVIDUALS UNDER PRESENT PROGRAM

State and

Tota | Federal county

1. Cost of financial grants at 1971 level of benefits $124,181,000 §70,162,000  $54,019,000
2, Cost of increased standards... ... _.......coenn... 12, 468, 000 7,044,000 , 424,

3. Costof AFDC-U. ... i eeeiccceaceieeanaaa- 3,756,000 2,122,000 1,634,000

Subtotal. o e iriecis eeeeemceeienaan 140,405,000 79, 328,000 61,077,000

Vatue of food stamps ... . ciieieiiceceeenn- 21,092,000 21,092,000 0

L £ 1 P U 161,497,000 100,420, 000 61,077,000

COMMONWEALTH OF PENNSYLVANIA,
OFFICE OF THE GOVERNOR,
Harrisburg, Pa., January 20, 1972.
Hon. RusseLlL B. Long,
U.S. Senate, Washington, D.C,

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

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

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

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

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

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

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

Those able to work should work. Training for work is needed by many and
should be provided. Women with school age children should be allowed to volun-
teer for work. Many AFDC recipients are working, many more go in and out of
the job market constantly. The American work force contains a substantial per-
centage of all women of childbearing age. Adequate day care should be afforded
to all women who work.

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

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

: (4) H.R. 1 should include immediate fiscal relief for States. Pressures are dif-
ficu't now and states should not have to wait until fiscat 1973 for relief.

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

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

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

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

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

H.R. 1 contains a number of Medicaid (Title XIX) provisions which disad-
vantage some states financially. I recognize that the entfre range of medical as-
sistance, health insurance, and health care programs are under review; also
that the health delivery system is, at best, a collection of uncoordinated, efforts.
Nevertheless, I urge that in the course of seeking solutions your Committee take
cognizance of the fiscal plight of the states. One approach, until sounder solu-
tions are forth coming, is for ‘he Federal government to assist the states by
freezing their expenditures at 1971 levels

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

Sincerely,
MiLToN J. Suarp, Governor,

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

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

Both the National League of Cities and the United States Conference of Mayors
support welfare reform. -

As the Kerner Commission pointed out almost four years ago, *The fatlures of
the (welfare) system alienate the taxpayers who support it, the socfal workers
who administer it, and the poor who depend on it.” To this list of the dis-
enchanted, our organizations would add the cities that have to pick up the pieces
dropped by other levels of government that have failed to deal adequately with
the problems of dependency.

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

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

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

Mandated state supplements. :

Eventual assumption of all welfare costs by the federal government.

Meanwhile, federal matching funds above the $1,600 floor in the first year.

An initial minimum payment level of $3.000 to a family of four,

Coverage of the working poor, single individuals, and childless couples.

A sufficient number of public service jobs to cover those willing and able to
work but unable to find employment in the private sector.

Bxpansion of child care facilities to provide for the needs of mothers covered
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by tl;g %rogram who are working or would be able to work if such facilities were
provided.

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

FEBRUARY 18, 1972,

NATIONAL MUNIOCIPAL PorLicy ApoPTED DECEMBER 1, 1971, BY NATIONAL LEAGUE
oF CITIES 48TH ANNUAL CONGRESS OF CITIES

PUBLIC ASSISTANCE

2.400 Pubdlic Asistance and Welfare Goals

Welfare in the United States has become a national problem requiring solutions.
Our present system of public assistance has been found to contribute materially
to the tensions and social disorganization which permeate many areas of our
cities. As one critic has stated, “The welfare system is designed to save money
instead of people and tragically ends up doing neither.”

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

2.401 Funding

A. Require assumption by the federal government of full responsibility for
the administration and financing of the income maintenance program ; the social
service aspects should be federally-mandated and federally-financed with open-
ended appropriations, but administered locally with citles having the option of
prime sponsorship of stich programs.

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

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

2.402 Coverage

A. Transfer all aged, blind and disabled persons—the latter two categories at
any age—to the Social Security System to be financed by general appropriations
at benefit levels sufficient to maintain a minimally decent standard of living.

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

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

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

2.403 Operation

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

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

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

ference of Mayors:
46. WELFARE DEFORM

4 W}llereas.d public assistance rolls have increased dramatically over the last
ecade: an
Wherens, the poverty population for the first time in ten years increased in
1970 by 1.2 million American people over 1969; and

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

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

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

Whereas, mayors and local governments have demonstrated a commitment to
assume greater leadership and responsibmility for manpower and social services
at the local level but caunot raise the funds needed to meet long-delayed health,
welfare, education and social services and to train and employ participants in
the Opportunities for Families Program : and

Whereas, Title XX of last year's welfare reform proposal provided the large
cities the opportunity to he the prime sponsor of the delivery of social services;
and
Whereas, the city itself is in the best position to determine the needs of its
citizens, evaluate its economic and social resources, organize and operate man-
power programs, and deliver social services effectively ; and

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

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

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

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

2, Eligibility based on need. rather than category;

3. A federally funded, comprehensive social services delivery system that
governments of lacalities—regardless of their population—may have an oppor-
tunity to coordinate and administer, if they choose todo so;

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

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

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

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

demonstration projects and studies.

ANTHONY C. BEILENSON,
CALIFORNIA STATE SENATE,
February 17, 1972.
Hon. Rus<sLL B, Loxg,
Chairman, Senate Finance Committee, Senatc Office Building, Washington, D.C.

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

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

Unfortunately, the Governor's description of our experience with reform bears
little resemblance to what has actually transpired. Accordingly, I find it neces-

sary to set the record straight.
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As you will recall, the Governor presented 25 specific reforms for the considera-
tion of your Committee contending that the California reform experience con-
stituted proof of the efficacy of his propozals.

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

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

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

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

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

of $70 million for AFDC grants.
In short, welfare costs in California are rising at a yearly rate of approxi-

mately $190 million.
That fact alone makes it clear that caseload reduction figures merit close

analysis.

Of the 176,000 net reduction cited by the Governor, 108000 were in the
AFDC~-U (Aid to Families with Dependent Children—Unemployed Parent)
category. This reduction occurred over a period of a time during which the
unemployment rate dropped in California from a peak of 8.1 percent to slightly
over 6 percent.

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

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

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

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

Fourth, a significant portion of the overall caseload decrease stems from a
major decrease in average size of welfare families, In the AFDC-FG (Family
Group) prograwm, for example, cases fncreascd by more than 3,000 during the
March-December 1971 period cited by the Governor although the total number of
persons on the program declined by more than 12,600.

1 Welfare reforms relating to the list presented to the Committee which were actually

tmplemented in 1071 in California were:
0. Work-related expenses.
10. Increared federal reimburscment for child support activities,
22. Marital and community property resources.
8 Reforms which were implemented and then stayed by court order before the end of

1971 were:

f. Work-related expenses.
22, Marital and community pm&;rly resources.—A Superlor Court ruling ordegﬁd
e

the State Department of Social Welfare to cease and desist from presumin

availability of income from a stepfather, basing the decislon on 45 CFR 233.90,
and HEW regulation specifically prohibiting such a presumption where there is no
legal support Hability under a law of general applicability. (Stepfathers are not
generally -liable for the support of non-adoptive stepchildren uniGer California law.)

72-574—72—pt. 6—86
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Finally, it should be noted that the California welfare system is presently
under court order to reinstate 7,000 families whose aid was terminated last June
under regulations subsequently found invalid by the State Supreme Court.

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

Nonetheless, any decrease in welfare caseloads is a8 good sign. My relief at the
downturn is considerable. Were I self-seeking, I should be capitalizing on such
good news, since the Welfare Reform Act of 1971 bears my name as lead author.

My concern here, however, is not with credit but with credébility. I share your
devotion to making public policy strictly on the basis of the facts. The Congress
is now in its third year of debate on welfare reform. That is evidence that Con-
gress has a deep concern for the possible effects of proposed welfare reforms on
the poor people who are 80 vulnerable to public policy decisions in these matters.
For that reason, I see it as my duty to warn you against drawing prematurely
any general conclusions on the relationship between California “welfare reform”
and California caseload declines.

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

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

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

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

Ironically, there are fewer poor people in the United States than ever before,
Just as thero are more poor Americans on welfare than at any time since the
Great Deprv-iaion, The explanation for this is simple. As affluent America redis-
covered poverty, poor Americans rediscovered welfare.

In 1960, no more than one in seven or eight poor people received welfare bene-
fits. The vast majority of the poor simply suffered on tragically substandard in-
comes. Today, about half the poor people in America receive welfare benefits,
Although those who subsist on welfare still do so for the most part at sub-
standard income levels, they are relatively less destitute than they were a decade
ago.
I submit that in & limited sense we should take pride in our ability to assist the
less fortunate to the degree we do. If we have something to worry about, it is
that the size of our welfare population represents our failure to provide better
alternatives to the disadvantaged.

The adoption of a program of assistance to working poor families, regardless
of the sex of the head of household or the parental deprivation status of the
children will be a major step forward toward eguitable treatment of the poor.
It will only haunt us if we do not follow up with what is true welfare reform—
namely the elimination of economic dependency for employable people by pur-
suing every means at our command to insure a decent job at a living wage to
every American who can work. It was done during World War II—it can be done
without war.

Likewise the adoption of a federal floor on income is commendable. Unfor-
tunately, the level of the income floor bheing considered is totally inadequate to
meet the minimum needs of families without other resources. I will not belabor
this point in view of the massive testimony you have already received on it. I do,
however, urge that in the event Congress chooses to establish a floor without
regard to adequacy, it does so in conjunction with absolute guarantees that exist-
ing henefit levels in states with higher minimums be maintained.

Finally on the matter of substantive programs, I urge the Committee to elimi-
nate the forced labor provisions of HR 1. especially those which require ac-
ceptance of a job paying substandard wages. There is absolutely no justification
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for such a corruption of our work ethic. The vast majority of welfare recipients
who can be defined as “employable” have not been able to support themselves
in the labor market for reasons other than those implied by the forced labor rule.
Many are victims of systematic exclusion from opportunities to be self-support-
ing as members of racial minorities, but even more to the point vis-a-vis welfare,
because they are women.

Even with the inclusion of the working poor, the large majority of heads of
poor families will continue to be women. They are victims of restricted educa-
tional opportunities and generally can find employment, when it is available, only
in a very narrow range of jobs. Despite the increasing participation of women in
the labor force, the average woman earns only slightly more than half what men
earn. In addition, AFDC mothers generally have young children who need care,
and until the expansion of child care programs proposed by HR 1 becomes a real-
ity and those programs have been able to demonstrate their quality and effective-
ness, it will be improper to force such services on a woman simply to push her
into a dubious work situation.

Associated with this problem is HR 1’s prohibition on aid to families headed
by a full-time student. If we are truly concerned with promoting economic in-
dependence of families who now need public help, it seems to me that we would
encourage in every way possible an expansion of educational opportunities,

Generslly I support the approach of HR 1 to aid programs for the aged, blind
and disabled. A uniform federal floor on such aid would be a giant step toward
eventual integration of welfare with Social Security. The establishment of a
livable minimum incomne for all persons covered is long overdue.

Although the minimum standards for aid to adults is a great improvement over
what is being proposed for families with children, the federal minimum is still
below existing benefit levels in many states, including my own. I therefore urge
Congress to require the states to guarantee maintenance of current benefit levels
to the aged, blind and disabled where they are above the proposed federal floor.

Further, as to aid to the aged, I strongly recommend that the Congress allow
the states to give our senior citizens rebates on their property taxes without hav-
ing such rebates considered as income for welfare purposes.

In California, we have a Senior Citizens Property Tax Assistance law that
provides for refunds to aged homeowners based cu their income and the assessed
valuation of their home. Yet aged welfare recipien:s are not eligible because such
refunds would, under federal law, be considered as “income” and hence deducted
from their subsequent Old Age Security grants.

As a result of this present federal requirement, the elderly homeowners who
most need this help are ineligible for it. I urge that this inequity be corrected.

Any comprehensive discussion of welfare reform must deal with suggestions
as to the federal administration of welfare programs.

Experience has shown that poverty is a national problem that has not proved
amenable to elimination or substantial reduction by state and local efforts.

Further, the degree of federal participation has continually increased over the
yvears due to the growing inability of state and local governments to raise the
necessary revenues. The problem largely relates to the ability to finance such
programs on a deficit basts.

Welfare dollar needs are most pressing when there is an economic slump. This
is the time when state and local governments suffer from reduced general reve-
nues, which they cannot deal with through accumulation of debt to be reduced
when the economy improves. The federal government, or. the other hand, is able
to adjust its finances on a countercyclical basis. For this reason, it makes sense
for the federal government to assume the major share of expense, and, as HR 1
proposes, to hold the states harmless against unanticipated cost increases.

I firmly believe that the federal government is entirely capable of operating a
national welfare system efficiently and humanely, if the genuine commitment to
do so is made by the Executive branch and if Congress maintains a careful watch
over implementation.

The experience of the last several years in California has clearly shown that
a State Government which sets out to defy the Federal Government on a8 pro-
gram for which it accepts Federal funds can do a great amount of mischief
before Washington clamps down. The politics of such a situation is understand-
able, but no less deplorable for its understandability. The courts have had to
bear a great burden in forcing States like California to obey Federal law. I
believe it is time that Congress relieve that burden on the courts, and to a
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great extent relieve the same kind of pressure that surely must be felt here by
assuming the responsibility for welfare under a program of fair, uniform, and

lawful Federal administration.
From my own involvement in welfare legislation, I have come to the conclu-

sion that the monst useful efforts to improve the overall welfare situation are
focused in three areas—job training and career development, easily available
voluntary family planning services, and widespread and effective child care
facilities. These three factors, I submit, offer the best hope for enabling people

to become self sufficient and to end their welfare dependency.
A number of attachnients are included for the purpose of providing the factunl

basis for the statements I have made inThe foregoing.
Your inclusion of this statement in your Committee’s hearing record with
respect to HR 1 would be genuinely appreciated.
Sincerely,
AxTiHONY C. BEILENSON.

Attachments.

SUMMARY OF SB 796 (BEILENSON)
THE WELFARE REFORM AcT OF 1971

I. GRANT PAYMENTS AND TREATMENT OF INCOME

a. Scction 17.5.—Amount of aid

Existing law directs those administering aid to secure the “maximum amount
of aid” for the recipient, This amendment deletes “maximum” so that the gi-
rection would be to secure the amount of aid to which the recipient is entitled.

b. Section 20.5.—Earncd income eremptions

Modifies the requirement that a recipient’s earned income shall be disregarded
to the maximum extent permittcd by Federal law, and instead provides that
earned income shall be disregarded to the extent required by Federal law:
provided that any exemption permitted by Federal law on August 1, 1971 and
applied in California shall continue until Federal law is changed (“grand-

father" clause for existing exemptions).

o. Section 21.—Scholarship ceemption

Provides that certain loans or grants to undergraduates from the State Scholar-
ship and Loan Commission or accredited colleges shall no longer be considered
in determining eligibility or the amount of the grant,

d. Scction 21.5.—Interest on sarings accounis

Repeals the provision excluding interest on savings accounts from income in
determining eligibility.
e. Section 22.—T'reatment of casual income

Provides that casual income to the extent of $60 per qu.lrtm shall be excluded
in determining aid.
f. Scctions 24.3, 24.4, 24.14, 32.9, 34.2.—Treatment of lump sum income

Provides that all non-recurring lump sum income received by applicants and
recipients shall be regarded as income in the month received except for certain
socinl insurance such as social security income and workmen’s compensation
henefits.
g. Section 25.1.—Immediate need

Requires the counties to pay an applicant up to $100 for immedinte assistance,
and requires that verifieation of the applicant's eligibility within five days must
bhe made, or the county bears the cost of such payment.

h. Scctions 28, 28.5, 29, 29.1.—Reviscd AFDC grant system—{flat grants, cost-of-
living adjustment, increased aid to truly ncedy

A standard AFDC payment level is provided which will allow maximum admin-
istrative efficlency. All reciplents with no otlier income (509 of cases) will
receive increases ranging from 89% to 209%. About 1 out of 5 cases, those with
highest outside income and highest aggregate needs, will receive great decreases.

AFDC recipients will receive an automatic annual cost-of-living increase in
grants, based on federal indices, beginning in July 1978.

In addition to the baslc grant, all recipients will be entitled to a special needs
allowance when genuine need exists.
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i. Scotion 28.1.—Work-retated cxpenses

Restricts work-related expenses to $50 per month, plus reasonable and neces-
sary costs of child care. Currently state luw places no dollar Himitation on work-
rolated expenses.

Jj. Section 28, 29.2.—Food stamp cash-out

Anticipates federal welfare reform proposals by converting food stamp honuses
to cash benefits for AFDC recipients. ‘This will protect recipient food purchasing
power at no additional cost to state.

k. Section 29.5—AFDC grant mismanagement

Requires, rather than permits, counties to pay aid in the form of goods or
services (in kind) to recipients where there is mismanagement of aid payments
by recipients themselves,

II. ELIGIBILITY CONTROL

d. Seections 113, 12, 13, 1} and 19.—Confidentiality

Permits inspection of state income tax records, unemployment insurance rec-
ords, and county records by the SDSW for purposes directly related to the ad-
ninistration of welfare.
b. Section 23.2.—Verification of eligibility

Provides that eligibility must be verified by the County Welfare Department
before an applicant receives assistance. Currently, aid is granted on the basis of
an applicant’s simple declaration or affirmation of need. (See section 23.1, Iinme-
diate Need, for exception)

¢. Scctiong 24.1, 24.2, 24.12, 25.13-—Excmpt personal property

Permits an applicant or recipient to retain items of nonliquid personal property
up to & market value of $1,000 plus the entire value of wedding and engagement
rings, heirlooms, and clothing, the reasonable value of household furnishings,
other household equipment up to a market value of $300 for each item. reasonable
value of equipment and material needed for employment, and certain other
property rights. Liquid asset exemptions remain.

d. Section 24.5.—Annual income averaging

Provides that the income of any person who has a contract of employnicnt on
an annual basis, but who works and receives income in fewer than 12 hut more
than & months shall be averaged over a 12-month basis for the purpose of deter-
mining eligibility.

¢. Nection 24.7.—Eligibility of college students
Limits AFDC eligibility of college students up to age 21 to those achleving
passing grades.
I. Section 25.—Rcdetermination of eligibility to be under penalty of perjury
Requires that the certificate of eligibility in connection with an annual rvede-
termination of eligibility shall contain a written declaration by the reciplent that
it is executed under penalty of perjury.

g. Section 252—156% of nced limit
To extent permitted by federal law, limits AFDC eligibility to families with
gross incomes of or less than 1509 of the applicable standard of need.

IIl. EMPLOYMENT AND TRAINING

a. Scction 15—Job development program

Provides that the State Personnel Board shall develop jobs leading to perma-
nent employment for welfare recipients, to be contracted for by the State Depart-
ment of Human Resources Development under WIN (Work Incentive Program).
All jobs developed shall pay the prevailing wage.

b. Section 15.1.—Career opportunities development program

Provides that State Personnel Board shall carry a career opportunities develop-
ment program in state employment and provide technical assistance und direct
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grants to citins and counties and other untis of state and local government.
Appropriation: $5 million

¢. Section 25.8.—Public assistance work force

Establishes demonstration program, when federal law permits, to develop and
fmplement a plan for community work experience programs so that welfare
applicants and recipients may receive work experience that will assist them to
move into regular employment. If the adult recipient refuses to accept work,
training or participate in a public assistance work force, his portion of the
famlily’'s welfare grant will be terminated. Administered by HRD.

IV. ABSENT FATHERS

a. Bection 3.3.—Award of attorney fees to county

Provides that attorney fees may be awarded by the court to n county in actions
to enforce a support obligation.

b. Sections 8.8 and 31.5.—Attachment of earnings

Provides for the enforcement of the support obligation of the absent parent of
an AFDC child by attachment of earnings after judgment.

Allows attachment of absent parent earnings in court actions to enforce
support obligations to children receiving welfare aid.

¢. Sections 10, 25, and 27.—Soctal security numbers

Requires the soclal security numbers of the parents on birth certificates, on
the redetermination of eligibllity and absent psrent statements, as well as
certain other information—all designed to assist in locating absent parents.

d. Section 18.—Grand jury review of support activities

Revises the provision requiring review of county child support activities and
would require annual review by an auditor appointed by the county grand jury.
A report would be made to the County Board of Supervisors and to the State
Department of Social Welfare annually.

e. Sections 25.4 and 25.5.—Absent parent obligation

A parent whose absence from the family results in the family's eligibility for
aid shall be obligated to repay the amount of aid so paid. The District Attorney
of the county administering such aid is required to enforce this obligation.

J. Section 30.—Enforcement of support

Shortens the time for referral to the District Attorney of absent parent cases;
provides for use of liens where appropriate, and would give the District Attorney
the authority to request immediate referral to his office of any absent parent case
for prosecution.

g. Section 81.—Support recoveries

Provides counties with a greater share of repaid or recovered monies as an
inducement for county recovery efforts in the area of parental support liability.

h. Scetion 8302 —8upport enforcement incentive fund

Appropriates state funds to the counties to offset county welfare costs to the
extent of 78 percent of the amounts received or collected from absent parents.
This Is an incentive to the counties to retrieve absent parent payments. (The
75 percent applies to non-federal share).

{. Sections 8.6 and 26.1.—Support by remarried mothers

Provides that the wife's interest in the community property, including earnings
of her husband, is liable for support of her children with certain deductions.
This would allow a remarried woman to use her community property interest in
her hushand’s earnings, as well as her own, to support her children to the extent
the natural father was not meeting his support obligation. However, all direct
obligations of stepfathers are eliminated.

V. OAB RELATIVE'S RESPONSIBILITY

a. Section 3.—Duty to support aged parents

Requires the children of a person receiving aid to the aged (OAS) to support
such person to the extent of their ability.
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b. Section 83.—O0AS relatives’ responsibility

Permits SDSW Director to increase the amount of support an adult child
must contribute toward the support of a parent receiving OAS, depending on
the adult child’s ability to pay.

¢. Section 84.—Contridbutions puid to county
Requires adult children’s contribution toward the support of parents receiving
OAS to be paid directly to the county.

d. Section 84.1.—Discretion of SDSW director

States that OAS Relatives’ Responsibliity Program is operative at discretion
of Director of State Department of Social Welfare.

VI. BRESIDENCE

a. Section 28.5.—O0ut-of-state recipients

Provides that the continued absence from the state of a recipient of public
assistance will constitute prima facie evidence of his intent to establish residence
elsewhere after a period of 60 days as opposed to the present period of one year.
Requires the countles to make the necessary inquiries of such recipients.

b. Section 24.65.—Emergency residence requirement

Establishes a one-year residence requirement for needy relatives under the
AFDC program when the unemployment rate in the county of residence exceeds
6 percent.

¢. Sectiong 28.6, 24.01, 24.6, 32.5, 88 and 389.5.—Durational residence requirements

Eliminates all existing (durational) residence requirements, but makes clear
that aid may be granted only to state residents.

d. Section 24.—Illegal aliens

Permits an alien to recelve welfare if he certifies under penalty of perjury
that he is in the country legally and entitled to remain indefinitely, or that he
is not under order for deportation, or that his spouse is not under order for
deportation. Upon such certification aid shall be paid pending verification by
the U.S. Immigration Service.

If alien can prove he has been in U.S. continuously for past 5 years, further
verification of legal residence is not mandatory on county.

VII. OVERPAYMENTS

a. Section 9.5.—Duplicate warrant

Provides that where a welfare check is lost or destroyed, and only a portion
of the original amount is still due, the county auditor shall, upon the filing of an
affidavit, issue and deliver to the legal owner or custodian a duplicate welfare
check for the amount still due.

b. Section 20.3.—Restitution for underpayments, overpayments, fraud

This amendment would reduce the period for a recipient to claim underpay-
ment from 4 years to one year; would extend from two to six months the period
of time a county has to seek an adjustment for an overpayment; and would
allow a county one year following discovery of fraud to adjust grants, instead
of the present two months.

¢. Section 22.5.—Repayment of aid by ineligidle recipient

Requires the repayment of aid received by a recipient in good faith but when
he was in fact ineligible because he owned excess property.

VIII. SOOTAL SERVICES

a. Sections 61 and 17.—Family planning

Requires counties to contract with the State Department of Public Health
to provide family planning services for recipients of childbearing age desiring
guch services,

Appropriation : $1 million
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b. Scctions 18.3 and 18.}-—Child care

Requires counties to provide child care St'l'\'i.CE‘S for former, current, and
potential recipients of public assistants who certify that they would otherwise
be unable to accept or maintain employment or training and that they would,
therefore, remain eligible for aid. The counties would be authorized to charge

a fee for these services based on the ability.of a persqn_to pay. .
A child care training program would be initiated giving priority to the train-

ing and employment of public assistance recipients.
Appropriation: $2 million.

¢. Section 18.5.—S8ocial scrvices
Enables counties, if they wish, to provide any public sociitl services permitted
by federal law and for which federal participation is available.

d. Section 39.01.—Health care for minors
Parents of emancipated minors eannot be held financially responsible for health
care services.
IX. STATE/COUNTY RESPONSIBILITIES

a. Scctions 18.1, 18.2 and 23.—Simplified administration
Provides for contracts hetween the State Department of Social Welfare and
the counties to enable the Department to simplify and tighten eligibility and

grant determinations.
Also authorizes SDSW to enter into agreements with the federal government
for purposes of meeting possible requirements of federal welfare reform, with

view to saving state and county funds.

b. Sections 42.5 and 43.—State share in administrative costs

The state will assume 50 percent of the non-federal share of county adminis-
trative costs, beginning in 1972, in eligibity and grant determination, unless
federal government assumes administrative costs (see c. below).

¢. Sections 39.1, 39.2, 39.3, 39.4 and 43.--State funding of the aged, blind and
disabled programs
Provides for the stae to pay 100 percent of non-federal grant payments in the
aged and blind programs and 50 percent in the disabled program, beginning in
1972, unless the federal government assumes administrative costs (see b. above).

X. APPROPRIATIONS—SECTION 39.7

a. Family planning (see social services) - oo oo $1, 000, 000
b. Child care (see social services) oo 2, 000, 000
c. Job development {see employment and training) oo ___ 5, 000, 000

d. Career opportunities development (see employment and
training) oo e mmemm— e —————— 5, 000, 000

e. Hearing officers—Office of Administrative Procedure (to cancel
welfare fair hearing DAcKIOg) oo oo e 600, 000
Mot e —————— 13, 000, 000

f. Open-end apropriation—Restores county property taxpayer pro-
tection language vetoed out of budget.

XI1. EFFECTIVE DATE.—URGENCY

October 1, 1971 or sooner at discretion of SDSW, except state/county sharing
shifts begin June 1, 1972,

CoPY OF THE REPORT OF THE LEGISLATIVE ANALYST, THE CALIFORNIA LLEGISLATURE'S
NON-PARTISAN ECONOMIC AND FISCAL EXPERT, Wi10SE OFFICE STUDIED WELFARE
REFORM IMPLEMENTATION IN NOVEMBER, 1971

MAJOR LEGISLATION

Major legislation affecting the administration of welfare in California was
enacted during the 1971-72 fiscal year. Chapter 578, Statutes of 1071 (Senate
Bill 790). requires the implementation of very significant program modifications
relating to eligibility and grant determinations. the administrative and funding
relationship between the counties and the state, OAS responsible relative liability,
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confidentiality, family planning services, day care services, and employability
programs, Among the more significant changes required to be effected by the stat-
ute are the following:

(1) 150 percent of gross income limitation—Section 25.2 of the chaptered bill
renders ineligible for aid, to the extent permitted by federal law, and AFDC
recipient whose total gross incowme, exclusive of grant payment aund prior to
any deductions, exceeds 150 percent of the need standards for such recipient,
(Section 11267 of the Welfare and Institutions [W. and 1.] Code.)

(2) Work Related Expenses—Section 28.1 provides that exemptions related
to expenses incurred by employed AFDC recipients shall be limited to $50 plus
reasonable and necessary costs associated with child care. (Section 11451.6 of the
W. and 1. Code.)

(3) AFDC Flat Grant Schednle——Sections 28, 28.5. and 29.1 (a) eliminate the
maximum participating base (MPB) and (b) provide for the establishment of
a flat grant schedule adjusted to reflect only the differing dollar requirements re-
lated to various family sizes. Grants paid to AFDC recipients are required to
equal the amount specified by the schedule when added to all other income avail-
able to the family after deduction from the gross income of the family of the ex-
emptions required by federal and state law. The schedule is required to be
adjusted annually, commencing during the 1973-74 fiscal year, to reflect changes
in the cost of living. (Sections 11450, 11452, and 11453 of the W. and I. Code.)

(4) Special Needs—Section 28 eliminates state participation in the funding of
allowances in the AFDC program for special needs which are not common to the
majority of needy persons. Recurring special needs not common to the majority
of needy persons and nonrecurring special needs caused by sudden and unusual
circumstancee beyond the control of the needy family are to be funded by the
counties. The state continues to participate in the funding of recurring special
needs which are common to the majority of recipients. (Section 11450 of the
W.and L Code.)

(5) Verification of Eligibility—Sections 23.2 and 25.1 provide that verification
of applications of recipients requiring immediate assistance must occur within
five working days. If eligibility is not verified within five working days, the
county must bear the entire cost of the cash payment made to the applicant.
(Sections 11056 and 11260 of the W. and I. Code.)

(6) Exempt Property—=Sections 24.1, 24.2, 24.12 and 24.13 repeal those sections
of the Welfare and Institutions Code which provide for the exemption of certain
personal property in determining eligibility for assistance under the provisions of
the various aid programs. These sections establish maximum value limits relating
to such personal property. (Sections 11155, 11258, and 11201 of the W. and I.
Code.)

(7) Changed Sharing Ratios Administrative Costs—Section 23 requires that
the State Department of Social Welfare, rather than the counties, assume all
responsibility relating to the control of the eligibility and grant level determina-
tions which underiie the various aid programs. It further requires that the state
fund 50 percent of the administrative costs related thereto. The State Depart-
ment of Social Welfare is permitted, however, to contract with the counties for
the discharge of its responsibilities relating to the determination of eligibility
and grant amounts, This section of the chaptered bill is not to be implemented
until July 1, 1972. (Section 11050 of the W. and I. Code.)

(8) Changed Sharing Ratios: Grant Costs—Sections 39.1 through 39.4 provide
(a) that the state and the counties shall share equatly the nonfederal costs for
support of ATD cash grant payments and (b) that the state shall assume the full
funding of the nonfederal costs for support of cash grant payments made to
recipients of the three other adult aid programs, AB, APSB and OAS. This sec-
tion of the chaptered bill is not to be implemented until July 1, 1972, (Sections
15201, 15202, 15203, and 15204 of the W. and 1. Code.)

(9) Lump Sum Income and Casual and Inconsequential Income—Sections 22,
24.3. 24.4, 24.14 and 32.9 of the bill very significantly reduce the exemptions which
can be claimed on the basis of the lump-sum income and casual and inconsequen-
tial income provisions of the Welfare and Institutions Code. (Sections 11018,
11157, 11262, and 12052 of the W. and I. Code.)

(10) Absent Parents and Stepfather Restrictions—Various sections provide for
the implementation of administrative machinery needed to facilitate the cotlection
of absent parent payments. In addition, Section 8.8 requires that a wife's com-
munity property interest in a stepfather’s income be used for support of her chil-
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dren by a previous marriage. The section further provides, however, that in
determining the wife's interest in her husband’s community property, all prior
support liability of her husband as well as $300 of his gross monthly income shall
first be excluded. (Section 512.75 of the Civil Code.)

(11) OAS Responsible Relative Liability—Section 33 authorizes a very sig-
nificant increase in the relatives’ contribution scale. In addition, the bill requires
that relatives’ contributions be paid directly to county welfare departments
rather than the recipient. (Section 12101 of the W. and I. Code.)

(12) Confidentiality—Sections 11.5, 12, 13 and 14 permit the release of ins
formation by the State Franchise Tax Board and the Departinent of Human Re-
sources Development to the Director of the State Department of Social Welfare for
the purpose of determining entitlement to public social services. In addition, Sec-
tion 19 permits county welfare departments to release lists of applicants for, or
recipients of, public social services tc any other county welfare department, the
State Department of Social Welfare, or any other public agency to the extent
required to verify eligibility. (Section 19286.5 of the Revenue and Taxation Code,
and Sections 1094, 1095 and 2714 of the Unemployment Insurance Code.)

(13) Work Programs—The statute appropriated $7 million to the State Per-
sonnel Board for support of specfal work projects and career opportunities de-
velopment programs and $2 million to HRD and SDSW for the work incentive
program (Sections 11300-11308 »f the Welfare and Institutions Code, Sections
5000-5403 and 12000 of the Unemployment Insurance Code.)

(14) Day Care Services—The statute appropriated $3 million for support of
an expansion of day care services throughout the state. Specifically, it requires
each county to establish a day care program in cooperation with the Depart-
ments of Human Resources Development and Education. (Sections 10811 and
10811-5 of the Welfare and Institutions Code.)

(15) Family Planning Services—Sections 16 and 17 provide that family plan-
ning services shall be offered to all former, current, or potential recipients of
child-bearing age. These services are to be provided on the basis of contracts
between county welfare departments and the State Department of Public Health,
subject to the approval of the State Department of Social Welfare. Section 89.7
(a) appropriated $1 million to the Department of Pubtic Health, to be used in
conjunction with $3 million in federal matching funds, for provision of the fam-
ily planning services. (Sections 10053.2 and 10053.8 of the W, and I. Code.)

OHAPTER 8578 FULL-YEAR SAVINGS ESTIMATE

The Department of Social Welfare estimated that passage of the act would
generate, on a full fiscal year basis, a General Fund savings of approximately
$59.5 million during 1971-72. Table 2 depicts the estimated full-year savings
associated with the various provistons incorporated into Chapter 578.

TaBLE 2.—SDSW estimated savinge associated twith implementation of

chapter 518
Savings
Provision: (millsons)
1. 150 percent of gross income limitation . o $4.6
2. Work-related expense exemption limitation. oo oo . 12.0
3. AFDC fiat grant schedule-.-..... ——— .0

4. Stricter eligibility standards including reform of (a) speclal
n:teds, (b) verification of eligibility, (¢) exempt personal prop-
Ot e e oo ———— 15.0
5. Standardized eligibility operations including (a) changed shar-
ing ratios relating to grant and administrative costs and (b)
contracting with counties to achieve enhanced administrative
efficlency (not to be fully implemented until July 1, 1972) oo 5.
6. Lump sum income and casual and inconsequential income re-
strictions e e e e e e cc e ceeae—————— -
7. Absent parents and stepfather restrietionsS. oo ae 6
8. OAS responsible relative liability scale. .o oo e 17
9. Confidentlality . oo —————— 11,
12
1

10. Work programs including day care services (COSt)-cemummcao .
11, Family planning (€oSt) - oo
12, Others (COSt) o et e e e e e e e

Total SAvVINgS e ————————— 59.5

WOQWIRO:M O
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DELAYED IMPLEMENTATION OF CHAPTER 578

With the exception of the provisions relating to (1) state assumption of
the responsibilities underlying eligibility and grant determinations and (2)
changed administrative and grant cost sharing ratios, which are to become effec-
tive July 1, 1972, implementation of Chapter 578 was scheduled for October 1,
1971. Since the implementation date was three months subsequent to the
start of the fiscal year, the savings estimates associated with passage of the
act had to be adjusted to reflect a maximum potential savings accrual period
of only three-quarters of 1971-72 fiscal year. The adjustment reduced the maxi-
mum savings estimate for 1971-72 from $59.5 million to $44.6 million.

SURVEY OF IMPLEMENTATION OF CHAPTER 578

In early November, one month after the chaptered bill was scheduled to
be implemented, we undertook a county survey in order to determine the extent
to which the bill had been implemented and, in addition, the effectiveness of
the administrative procedures developed by the department to effectuate the
implementation. The survey was signed to serve as a monitoring device which
could be used to determine the impact of the act throughout the course of the
entire fiscal year. The survey will be updated in February and May of 1972.
Sixteen counties, representing approximately 85 percent of the AFDC case-
load and approximately 80 percent of the adult caseload, have been selected
to participate in the survey.

SURVEY FINDINGS FOR OCTOBER 1971

The November survey indicated that the October implementation of Chapter
578 was undertaken amidst considerable administrative confusion. Of the 13
major provisions of Chapter 578 which we reviewed in our survey, only three—
the work-related expense limitation, the casual and inconsequential income
restriction, and the stepfather restriction—were fully implemented in all 16
of the survey counties. However, of these three provisions, only two were
seruring savings of any significance, the work-related expense limitation and
the stepfather restriction.

Five of the provisions, the 150 percent of gross income limitation, the AFDC
flat grant achedule, the family planning provision, the confidentiality provision,
and the employabllity program including day care services, had not been
implemented in any of the 16 survey counties.

The remaining four provisions, the five-day verification of eligibility restric-
tion, the special needs restriction, the lump-sum income restriction, and the
OAS responsible relatives' llability scale, had been partially implemented in
several but not all of the survey counties. However, the counties which reported
having implemented these four provisions indicated that significant savings
related thereto had not yet materialized.

Table 3 summarizes the extent of implementation achieved during October.

TABLE 3.—IMPLEMENTATION OF MAJOR PROVISIONS OF CHAPTER 578, NOVEMBER 1971

Fully implemented Not implemented Partially implemented

$50 work-related expense timitation... 150-percent gross income limitation . . S-day verification of eligibility (no

saving aecwlngz. .
Casual and inconsequential income AFDC flat grant schedules............ Special needs restrictions (no
restriction (but no savings savings accruing).
accruing).
Stepfather restriction. .ceoceencanen.. Family planning®......coooeeoao..e Lump sum income restrictions (no
savings accruing). )
Confidentialitys. ..._..._.... . OAS responsible relatives liability
Employability programs including scale (no savings have materialized).

day care services 3,

1 Counties instructed not to implement b&the Department of Social Welfare,
1 |nvalidated by the California Supreme Court.
3 Counties had received no implementing regulations from the State Department of Sociat Welfare,

[y
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SURVEY FINDINGS FOR OCTOBER 1871 : SAVINGS REESTIMATE

The extent of implementation revealed by our November survey caused us to
further recalculate our estimate of savings associated with passage of the act.

The reestimate was not intended to reflect the maximum potential savings
which we expected to accrue as a result of passage of the act. Rather, it was
intended only to indicate the amount of savings which would acecrue unless the
act were more effectively and extensively implemented during the ensuing months.
Table 4 summarizes the calculations underlying our November reestimate.

TABLE 4.—CHAPTER 578 SAVINGS ESTIMATES ADJUSTED TO REFLECT NOVEMBER SURVEY FINDINGS OF
OCTOBER IMPLEMENTATION

[In millions)

Further adjusted
to reflect
Estimated full Adjusted to actual October
year 1971-72  reflect defayed  implementation
savings depicted implementation per county
Provision in table 0 on Oct. 1,1971 survey

. 150 percent of gross income limitation_ . _.................. $4.6 $3.4 ...
. Work-related expense limitation_ . ... ... ... .._..... 12.0 9.0 $9.0

. AFDC flat grant schedule . . ... L. e e——————
. Stricter ehigibility standards including reform of (a) special
needs, (b) veritication of eligibility, and (c) exempt personai
property .. .. ........._....... e teiiemaaeaaas 15.0 DB 1 S
. Standardized eligibitity operations including (a) changed
sbaring ratios relating to grant and administrative costs,
and (b) contracting with counties to achieve enhanced
administrative efficiency_.... .. .. ... ... . . ...
Lump sum income and casual and inconsequential income
restrictions . L. iiiiiiiaieean
. Absent parent and stepfather restrictions.. _....._._.. e
. OAS responsible relativescale_ . _._.......................
. Confidentiaiity_ . ........._ ... _..._....
. Work programs including day care services.
. Family planning services. ... ...._.._.......
Others

o B ) N\ e

=

N=OWooN o
| WooOwhew ©

— ot st

1 Survey indicated that counties, because of court chatlenge, are placing contributions collected from relatives in trust
raihcer ttk‘lan using them as abatements to offset grant costs. Therefore no savings have yet materialized.
08

COUNTY-STATE PROBLEMS CONTRIBUTING TO CONFUSION UNDERLYING IMPLEMENTATION
OF CHAPTER 578

In addition to revealing the confusion which characterized implementation of
Chapter 578 during October, the November survey also highlighted many of the
specific factors which gave rise to the confusion.

(A) Department Reorganization—Throughout the course of the current fiscal
year, the Department of Social Welfare has been undergoing a major reorganiza-
tinn. The reorganization reflects a reordering of priorities on the part of depart-
mental management. Specifically, the fiscal responsibilities of the department are
being emphasized much more thau in the past, and, correspondingly, the service
responsibilities of the department are being less emphasized. We do not find fault
with some shift of emphasis based upon a more realistic assessment on the part
of departmental management of the relative importance of its service and fiscal
functions. Nevertheless, we do question the wisdom of attempting to undertake
a major departmental reorganization while at the same time attempting to imple-
ment the most complex, massive, and significant welfare act in the state’s history.

The effective implementation of any major program change requires an admin-
istrative apparatus which is stable, Firmly established relationships between
organizational units and management personnel within a department and be-
tween the department and other governmental agencies are indispensable pre-
conditions for undertaking an eflicient program implementation effort. Conse-
quently, it would appear that a departmental reorganization, which disturbs such
relationships, should not have been attempted while the department was engaged
in an effort to implement major program modifications. The Department of Social
Weifare, we belleve, by attempting to undertake reorganization while at the
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same time implementing Chapter 578, made administrative confusion almost in-
evitable.

(B) Elimination of the Field Representatives and tiie Erosion of the State-
County Relationship—A serious administrative failing arising from the depa. .-
ment's reorganization efforts was, we believe, the elimination of the departinent’s
field representatives and the resultant weakening of the state-county relation-
ship. The SDSW field representatives have in the past helped to coordinute and
supervise on a day-to-day basis the activities of the 58 county welfare depart-
ments—the specific governmental units charged with the responsibility of directly
administering the state's welfare programs.

“DSW departmental management was not unaware of the communication and
supervisorial difficulties which were generated because of the elimination of the
field representatives. 1t did attempt to establish new points of liaison with the
counties. Nevertheless, almost without exception, the various counties included in
our November survey indicated that the termination of the field representative
function resulted in a critical communications and supervisorial breakdown be-
tween the counties and SDSW at a time when such a breakdown could have been
least afforded.

In short, rather than exerting every effort to reinforce the relationship between
the state and the counties in order to expedite implementation of Chapter 578,
the SDSW management chose to delete from the department's organizational
structure a key administrative link with the counties—a link which county wel-
fare officials have relied upon heavily in the past. The ad hoe, interim points of
contact which the state department established as substitutes for the field repre-
sentative positions proved to be incapable of providing the level of communicu-
tions and supervisorial efficiency necessary to assure a smooth implementation
of Chapter 578.

(C) Circumvention of County Welfare Directors’ Asseciation (CWDA) by
SDSW—The elimination of the field representative function is, while important
in itself, also symptomatic, we believe, of a deeper, more general deterioration
of the relationship between the State Department of Social Welfare and the
various county welfare departments throughout the state. Testifying to this
deeper, more general deterioration is the manner in which state welfare officinls
largely circumvented the County Welfare Directors’ Association (CWDJA), the
primary organizational entity representing and reflecting the interests and
concerns of county welfare officials, during the initial drafting stages of the
implementing welfare reform regulations. Recourse to CWDA by the State
Department of Social Welfare is not required by statute. However, in the past
CWDA has provided important input to the department relating to (a) how
properly to draft regulations, (b) the clarity and completeness of proposed regu-
lations, (e¢) the administrative workability of proposed regulations, (d) potential
legal problems assoclated with proposed regulations, (e) the consistency of
proposed regulations with those already implemented and (f) the need for new
regulations. CWDA has, in addition, played an important role in identifying
problem areas associated with the state’s welfare programs and has suggested
workable solutions, Its publication of Time for Change constituted the basis
for many of the reform provisions incorporated into Chapter 57S. Finally, the
organizational structure of CWDA provides for a quick assignment of important
program and fiscal matters to appropriate informed personnel, permitting it
thereby to function as a ready information resource. Valuable information re-
lating to the program and fiscal impact of the departinent’s proposed regulations
implementing Chapter 578 could have been provided to SDSW by CWDA had
the relationship between the two organizational entities been more firmly estab-
lished and more rigorously exploited. Instead, an inadequate level of county
input characterized implementation of Chapter 578 resulting, we believe, in a
considerable loss of administrative efficiency as well as additional costs to the
taxpayer. Further discussion of the frayed rclationship between state and county
welfare officials is discussed in Item 255 of the Analysis.

The following recommendations have heen made in order to (a) reinforce
the state-county relationship by grounding it in formalized, institutional pro-
cedures; (b) provide for a routine county check of the clarity, completeness,
workability and consistency of proposed departmental regulations: and (e)
afford counties adequate lead time to prepare for implementation,

(1) We recommend that the Legislature require the State Department of
Social Welfare to submit all new proposed regulations to the executive committee
of the County Welfare Directors Association for its advice. ’
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(2) We recommend that the Legislature require the State Department of
Soclal Welfare to submit the proposed regulations to the executive committee
no later than 30 days prior to the date of filing with the Secretary of State
unless a regulation is to be adopted on an emergency basis in which case it shall
be submitted to the executive committee no later than 15 days prior to the date
of filing.

(8) We recommend that the County Welfare Directors Assoclation and the
Director of the State Department of Social Welfare be required to jointly develop
specific criteria establishing the basis for the issuance of emergency regulations,
The association and the director should be further required to submit no later
than the 30th day of the 1973 legislative session a listing of such criteria to
the Legislature.

(4) We recommend that in all cases in which the Director does not abide
by the advice of the association, he be required to submit to it within 15 days
a report specifying in detail the reasons for his refusal.

(D) Internal Departmental Weakness—In addition to eliminating critical
points of contact with the counties and, in general, damaging the relationship
between state and county welfare officials, the department's reorganization
efforts tended, we believe, to seriously weaken the relationship between the
services and program staff of the department on the one hand and the fiscal,
regulations, and executive staff of the department on the other. The counties
which we surveyed indicated that many of the difficulties associated with the
regulations developed and promulgated by the department to implement Chap-
ter 578 could have avolded or at least alleviated if departmental management
had vigorously required an adequate level of input on the part of its own program
and services experts.

(E) Inadequate Lead Time—without exception, the counties included in our
November survey reperted that the administrative dificulties associated with
the lack of adequate lead time were, in many cases, insurmountable. Senate Bill
796, Chapter 578, was signed by the Governor on August 13, 1971. The bill was
scheduled to become effective on October 1, 1971. The amount of lead time, there-
fore, afforded to the State Department of Social Welfare and the 58 county
welfare departments throughout the state amounted to only 33 working days.
In comparison to the amount of lead time provided by other major reform bills
enacted by the California Legislature during recent years, a lead time of only 33
working days is indeed very short, The Lanterman-Petris-Short Act, which re-
vamped the provision of mental health services, was passed by the Legislature
during 1967 with an effective date of July 1, 1969, a lead time of approximately
two years. The Lanterman Mental Retardation Services Act, which established
wholly new procedures for the care and treatment of mentally retarded persons,
was enacted during the 1969 Legislative Session with an effective date of July 1,
1971, a lead time of again approximately two years. The State Aid for Probation
Services Act, which reorganized the probation system in California, was passed
during 1965 with an operative date of July 1, 1966, a lead time of approximately
one year.

Flsllrthermore, although Chapter 578 was signed by the Governor on August 13,
1971, the initial guidelines for implementation were not provided to the counties
until September 2, 1971. The guidelines, however, were not regulatory in effect,
nor could it have been reasonably expected that the guidelines would be effectively
used by the counties as a basis for planning implementation. At the most, the
guidelines issued on September 2 amounted to little more than a summary descrip-
tion of the act itself. On September 14. supplementary guidelines were issued to
the counties via telegram, These guidelines, like those iss\ :d on September 2,
amounted to little more than a summary description of Chapter 578 and did not,
therefore, furnish an adequate planning basis for implementation of the act.
Further guidelines, similar to those issued on September 2 and 14, were provided
to the counties on September 16 and 20. Finally, on September 23 through 29,
advance and filed copies of the regulations began to arrive at county welfare
departments. The actual amount of lead time, therefore, provided to county wel-
fare departments to gear-up for implementation of Chapter 578 totaled little more
than six working dnys. .

The lack of adequate lead time cannot be attributed to the State Department
of Soclal Welfare nor to the 58 county welfare departments throughout the state.
It was inherent in the act {tself. However, county welfare officlals have indicated
that the absence of lead time has been an endemic problem during recent years.
There can be no doubt that unless it is satisfactorily remedied an eficlent imple-
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mentation of departmental regulations will not be possible. We believe that the
adoption of recommendations No. Z and No. 3 (page 719 of the analysis) should
help not only to reinforce the relationship bLetween state and county welfare
officials bhut, in addition, produce the lead time required by the counties.

(F) Inadequate Training—Many of the difficulties associated with thes
department’s implementation of Chapter 578 during October 1971 can be at-
tributed to an inadequate training effort on the part of the department. One of
the most effective means of assuring an efficient implementation of any major
program change is to furnish adequate training to the administration personnel
responsible for effecting the change. Regardless of the amount of lead time
provided and the adequacy of the implementing regulations, it is not reasonable
to expect an effective implementation of a major program change in the absence
of an intelligently devised and efficiently executed training effort. The orga-
nizational structure of the Department of Social Welfare appears to refiect an
understanding of this administrative principle, Specifically, a county training
bureau is included in the administrative hranch of the department. Ostensibly, it
is charged with the responsibility of developing and implementing for county
use training programs related to eligibility and grant determinations as well as
the provision of social services.

However, notwithstanding the department’s establishment of a county training
bureau, county welfare officials indicated during our November survey that de-
partmental training related to the implementation of Chapter 578 was totally in-
adequate. The department did provide for one statewide training conference to
which key county personnel were invited. However, the county welfare officials
interviewed indicated that the training provided at the conference was not very
useful. They further noted that because the conference was not held until Septem-
ber 29, 1971, only two days prior to the scheduled implementation of the act, the
training, even if it had been adequate, could not have been brought back to the
counties and put into effect in time to have lessened the administrative difficulties
which developed during the first two weeks of October 1971.

Again, the absence of adequate training cannot be fully attributed to the State
Department of Social Welfare. The department was not provided sufficient lead
time to permit the development of an effective training program, Nevertheless, the
counties which we surveyed reported that the county training bureau of the
State Department of Soclial Welfare has not furnished adequate training services
to county welfare personnel even when sufficient lead time was available, County
welfare officials further complained that in the past the hureau (a) did not suth-
ciently stress training for eligibility workers and (b) employed classroom instruc-
tion techniques rather than on-the-job training.

The department’s failure to provide effective training to county welfare depart-
ments reflects, we believe, an inadequate estimation of the crucial administrative
role of the training function. Effective training of county personnel by a central-
ized state training agency could, more than any other single undertaking, help to
accomplish a uniform, efficient implementation of welfare regulations. Further-
more, the departinent’s past stress upon the training of social workers rather than
eligibility technicians is difficult to understand. The eligibility and grant adminis-
tration of county welfare departments is far larger, more costly, more complex,
and much more vulnerable to administrative weaknesses than the adininistration
of the social service function. The vast organizational network of county welfare
departments relates almost entirely to the determination of eligibility and the
payment of grants. In comparison, the social services program is merely an ad-
junctive function. The adoption of the following recommendations will, we be-
lle\;e, Lelp to establish an appropriate role for the department’s bureau of county
training.

(1) We recommend that the Department of Social Welfare be required to
develop specific, measurable goals as well as potential outputs for its bureau of
county training and that these goals and outputs be included in the department’s
program budget statement rfor tiseal year 1973-74. ‘The goals developed by the
department should (a) assure a uniformm application of welfare regulations
throughout the state, (b) reflect a much heavier emphasis upon the training
eligibility technicians than social workers, and (c) stress the use of on-the-job
training in preference to classroom instruction, A listing of the goals developed by
the department should be provided to the Joint Legislative Budget Committee no
later than June 30, 1972.

(2) We recommend that because of the altered training needs of county wel-
fare departments, the Chief of the Bureau of County Training, State Department
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ol Social Welfare, not be required to possess & master’s degree in social work,
which is the case under current departmental regulations.

* COURT CHALLENGES: CHAPTER 578

Compounding the administrative difficulties generated by departmental reor-
vanization, inadequate lead time and poor training was a series of court chal-
lenges directed at varions provisions of Chapter 578 during the last three months
ol 1971, Specifically, sults were initiated against (a) the $50 work-related expense
limitation, (b) the AFDC fiat grant schedule, (c) the stepfather restrictions, (d)
the OAS liability scale, and (e) the alleged inadequacy of notices of terminations
and grant reductions sent by county welfare departments to affected recipients.

(1) The $560 Work-Related Expense Limitation—On September 22, before the
counties had received even the first packet of implementing regulations, the
Sacramento Superior Court issued a temporary restraining order enjoining im-
vlementation of the $50 work-related expense limitation. On September 28, how-
ever, the Court of Appeals, Third Appellate District, stayed execution of the
restraining order,

Ten days later, on Octoher 8, the Sacramento Superior Court issued a pre-
liminary injunction enjoining any further implementation of the provision. The
State Department of Social Welfare appealed the injunction to the Court of Ap-
peal, Third Appellate District. Five days later, the State Attorney General
advised the department that its appeal of the preliminary injunction had re-
sulted in a stay of its execution. Consequently, the department directed the
counties, pursuant to the advice of the Attorney General, to continue to implement
the provision. However, on October 27, the Sacramento Superior Court issued
another order stating that its October 8 preliminary injunction had not been
stayed hy the appeal and that full complinance should be immediately effected.

On November 1, the department filed an appeal from the October 27 superior
court order. On the same day, the Attorney General advised the department that
(1) the Sacramento Superior Court had no jurisdiction to issue its October 27
order and (2) the order was, in any case, stayed by the November 1 appeal. How-
ever, on November 4, the Court of Appeals, Third Appellate District, declined to
stay execution of the October 27 Sacramento Superior Court order.

Approximately one month later, on December &, the California Supreme Court
refused to transfer the case from the Third Appellate District and declined to
halt further proceedings in the superior court. The following da , the depart-
ment notified the counties to cease implementing the provision,

Administrative costs: The counties included in our November survey reported
that a significant portion of the excessive administrative costs incoarred during
October was attributable to the confusion generated by this court challenge.
They expressed the further concern-—a concern which proved later to be well-
founded—that eventually the court challenge would result in a stay of imple-
mentation which would entail additional administrative costs to the counties by
requiring expensive retroactive grant adjustments,

(2) The AFDC Flat Grant Schedule—On September 29, the California Supreme
Court issned an order staying operation of Section 28, the section of the act
relating to the AFDC flat grant schedule, pending a final determination of the
proceedings, Enforcement of the entire section was stayed.

The State Department of Social Welfare, claiming that the September 29 order
precluded issuance of the Octoher 1 AFDC grant payments, sought a clarifieation
frem the court on September 30. As a result, the California Supreme Court mo-
dified its September 29 order staying operation of Section 28 only as it affected
subsection A of Section 11450 of the Welfare and Institutions Code. Procedurally,
this required (1) reversion to the old MPB, including the 21.4 percent increase
required by departmental regulations issuned in April, and (2) the use of the
new minimum standard of adequate care, Section 11452, instead of the old coded
cost s@hedules. Nonexempt income was to be deducted from the minimum stand-
ard of adequate care rather than the flat grant schedule as required by the in-
validated portion of Scction 28.

This procedural change required county welfare departments to recompute all
of the October 1 AFDC grant payments. Such a recomputation was, of course, ad-
ministratively impossible given a lead time of only one day. Consequently, the
State Department of Social Welfare filed an emergency regulation with the
Serretary of State to permit AFDC monthly grants to be paid in two unequal
in«tallments. This revision allowed counties to release the miscalculated October 1
AFDC checks, which had been computed on the basis of subsection A, and correct
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for overpayments or underpayments in the balance of the monthly grants in-
cluded in the midmonth October 15 payments. Nevertheless, several counties, not-
withstanding the emergency regulations issued by the department, failed to mail
the October 1 AFDC checks. Apparently, the confusion generated by a failure
to anticipate the September 29 and 30 California Supreme Court orders in con-
Junction with the breakdown of the communication and supervisorial relation
ship between state and county welfare officials proved simply too overwhelming
to permit an orderly release of the first October grant payments as scheduled.

On December 6, the California Supreme Court invalidated subsection A of
Section 11450 of the Welfare and Institutions Code. The court ruled that non-
exempt income must be deducted from the minimum standard of adequate care
( Section 11452) ‘not from the grant schedule. In addition, the court decision im-
plied a return to the computation of AFDO payments on the basis of the flat grant
schedule, (The September 30 California Supreme Court order had required that
the computation of AFDC grant payments be made on the basis of the old MPB
glpu:u t)he 21.4 percent increase required by departmental regulations issued in

The effect of the December 8 California Supreme Court order was to generate
increased costs to the state. As originally designed, Section 28 would have entailed
no additional costs, Specifically, the savings resulting from grant decreases to
families with nonexempt outside income would have approximately balanced out
the costs resulting from grant increases to families with no nonexempt outside
Income. However, ag a result of having invalidated the deduction of nonexempt
income from the AFDC flat grant schedule and requiring instead that the deduc-
tion be made from the need standard, the court decision has, in effect, eliminated
the savings aspect of the provision while at the same time approving the cost
aspect. We estimate that additional state funds of approximately $12 million
will be required as a result. .

Administrative Costs: Between October 1 and October 15, the date the second
payment of the October grant was scheduled to be mailed to recipients, all of
the counties included in our November survey were able to secure sufficient
clarification from the State Department of Social Welfare to permit a recalcula-
tion of the October grant and to adjust the October 15 payment accordingly.
Thus, by the end of October, county welfare officlals had largely overcome the
initial confusion resulting from not planning for the two California Supreme
Court orders. However, the administrative costs generated by that confusion were
excessive. Many county welfare departments, especially those which have not
developed automated procedures for determining grant amounts, were compelled
to spend large amounts of county funds for support of overtime payments to staff-

(8) The Stepfather Restrictions—On October 8, the Sacramento Superior
Court issued a temporary restraining order enjoining implementation of the step-
father restrictions. The case was, however, limited to three named recipients.
On October 19, the court broadened the case to a class action and issued a pre-
Hminary injunction. The department immediately appealed the injunction to the
Appellate Court, Third Appellate District, and eight days later, pursuant to ad-
vice provided by the Attorney General, notified the counties that its appeal of
the October 19 injunction had resulted in a stay of its execution. Accordingly,
the department directed the counties to continue to implement the provision.

On November 19, the Court of Appeal, Third Appellate District, declined to
halt further proceedings in the Sacramento Superior Court. Accordingly, three
days later the State Department of Social Welfare divected the counties to cease
implementing the provision. On December 2, the department issued new regula-
tions which required evidence that a stepfather’s income is actually available,
rather than merely assumed to be available, to the wife for support of ber chil-
dren by a previous marriage.

Administrative Costs: The November survey did indicate that implementation
of the stepfather restrictions had been ineficient and excessively costly. However,
the survey produced evidence revealing that the confusion which resulted was
more attributable to inadequately developed regulations than to the October 6
court challenge.

(4) The OAS Liability Scale—On October 20, the Sacramento Superior Court
issued a temporary restraining order enjoining enforcement of the OAS liability
scale. However, nine days later the Court of Appeal, third Appellate District, va-
cated the temporary restraining order and halted all further action of the Sacra-
mento Superior Court, pending final determination of the proceedings scheduled
for January 19, 1972,

Many of the counties, because of the uncertainty generated by the court chal-

573 0-T -pt. 8--7
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lenge, are placing the contributions secured from relatives into trust funds rather
than using the contributions as abatements to offset the cost of the OAS program
(5) The Inadequacy of the 15-Day Notices of Termination and Grant Reduc-
tion—On September 28, the United States District Court for the Northern Dis-
trict of California issued a temporary restraining order enjoining implementa-
tion of the scheduled October 1 AFDC grant terminations, suspensions and
reductions. The issuance of the temporary restraining order was based upon the
alleged inadequacy of the SDSW designed 15-day notice of grant changes sent
by county welfare departments to affected recipients. The court order further
required that prior to October 8 supplémental payments be sent to recipients
whose October 1 checks could not be corrected due to insufficient lead time.
Administrative Costs—Because the court order required supplemental checks
to be issued prior to October 8, county welfare departments were precluded from
correcting for October 1 payment errors through a simple adjustment of the mid-
month check. The counties reported that this resulted in very significant increased
administrative costs in addition to further delaying implementation of Chapter

578
COURT CHALLENGES: SAVINGS REESTIMATE

The court action which occurred during October, November and December re-
quired us to again recalculate our estimate of savings associated with implemen-
tation of Chapter 578 Table 5 depicts the amount of savings (cost) which can

TABLE 5.—CHAPTER 578 COST-SAVINGS ESTIMATES ADJUSTED TO REFLECT DELAYED IMPLEMENTATION AND
COURT ACTIONS

Further adjusted

to reflect both the

. rosults of the
Estimated full Adjusted to county survey for
sar 1971-72 reflect delsyed October and the
savings depicted implementation  November and
intable 0 on Oct. 1, 1971 December court

Provision action
1. 150 percant of gross income limitation. . ................ .. r.s $3.4 )
2. Work-refated expenses limitation. ......................... 2.0 9.0 ..iiieee..-.
2. AFDC A2t grant SChOdUIN. . ... oo eeeeceeneeeeaeuacencenceacaraaacenncaseacnnnnnaennan 1120

. Stricter eli 'biligkrunduds including reform of (s, special

needs, (b) verification of eligibility, and (c) sxempt personal
[T s D P 15.0 1.1 (0}
5. Standardized eligibility operations including (a) changed shar-
ing ratios relating to grant and administrative costs, and (b)
contracting with counties to achisve enhanced administra-
tiveofficionCy. .....coomemmie e ic i ineanaiiaaan.s 5.0 3.7 “
6. Lump sum income and casual and inconsequentis! income 5 . T4
TORIICIONS . . . ... ocnieecaccaneanas ceaemrannconcs . . .
7. Absent parent and stepfather restrictions. 6.8 -3
8. OAS responsible relative scale__ ... ... 1.6 13,2 ®
9. Confidentiality. ... ...ccceiieninnannnnn 11.3 8.6 . ociiinnas
10. Work programs including day care services 112.0 19.0
11. Family planning services. .. ... .ccicoiiiiianiaanean L0 1.8
12, OIS oo eiiiceeneeaeceennnnanecasonennnnnan .3 .1 .
Total savings.......oeemiiicicceaciaiceeaannaan 59.5 “u.6 111.6

: Not implemented by order of State Department of Social Weltare.

1 County survey conducted durirg November indicates no savings are sccruing. Cutrently, staft of our office is planning to
umimktcy ﬁn.od.ylitioml survey during February. That survey should provide further information as to savings potential
of this provision,

¢ Unknown.

1 County survey conducted during November | ndicated that counties, because of the court challon'go, are placing contri-
butions coilected from relatives in trust tunds rather than using them as abatements 10 offset cost of OAS program. Effect
of this provision must remain unknown pending final determination of court ﬁmudmu

¢ County survey conducted during November indicated than no implementing reguistions had been issued. Currently

staft of our office is planning to undertake an additional survey during February.
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be:anticlpated it the cutrent (December nm) state of implemefntation is not

improved durirg ensuing months. It is to be noted that should the current state °
of implementation continue to prevail during the remaipder of 1971-72, a cost bol

the state of approximately $11.6 millign may result.
In short/rather than more extensively jmplementing the provisions of Chapter
- 678 duiring the two months following October, state and county. welfare officials
have actually lost considerable ground because ot successtul court challenges. ’

COURT CﬂALLENGES ADMINISTBATIVE REGULATIONS

Implementation of Clmpter 578 did not constitute the sole basis underlying -

‘the department’s attempt to reform California’s welfare system. The department
proposed additlonally to achieve reform and savings by recourse to unilateral ad-
ministrative action. Specifically, the department developed and promulgated the
following four major regulations for which no change in state or federal statute
- wag thought to be necessary: (a) the elimination of AFDC-U families receiving
Unemployment Insurance Benefits (UIB) ;- (b) the redefinition of unemploy-

" ment to require that eligibility for payments under the provisions of the AFDC-U .

‘program not become efféctive until after 30 days of unemployment have ex- .

pired; (c¢) the redefinition of unemployment to require the elimination of AFDGC-U
families with heads of households employed for more than 25 hours per week
(loomh;ours per month) ;.and (d) the redeterm nation of eligibility every four
mon

(1) Unemployment Insurance’ Beneﬂts—-'rhe regulation requiring the elimi-
nation of AFDC-U familles recelving unemployment insurance benefits was to

become effective Jaruary.1, 1972. The regulation had been filled with the Secre-

_ tary of State and issued to the various county welfare departments. However,
the Department of Soclal Welfare notified the counties by telegram on Decem-
ber 27 and 28 and by letter on December 29 not to implement the regulation.
Fiscal Bffect: The department estimates that approximately 15 percent of
AFDC-U families are securing unemployment insurance benefits and, in addi-
tion, are entitled to an average grant of approximately $154 per month. Therefore,
based upon the department’s own' caseload estimates, the failure to implement
the UIB regulation will result in a loss of savings to the staté of approximately
$4.9 million during the current fiscal year.
© '(2) 80-Day Waiting Period—The-regulation rendering ineligible families wit,h
heads of households unemployed for less than 30 days became effective July 1,
1971 gowever. in. December, the Sacramento-Superjor Court invalidated the
regulation.
¢ Fiscal Effects: It is estimated by the department that approximately three

percent of the AFDC-U cases were affected by implementation of this regulation.’

" The average grant 18 estimatéd to be approximately $200 per month. Therefore,

based upon the department’s own caseload estimates, the invalidation of the

regulation will result In a loss of savings to the state of approximately $2.6
million during the current fiscal year.

(8) 25-Hour Per Week Redeflnition of Unemployment—On March 17 1971, the
department adopted regulations which required the termination of AFDC-

families with heads of households employed in excess of 25 hours per week (100

hours per month). The regulation became eﬂective July 1, 1971. Currently. the
regulation remains in effect.

.. Fiscal Effect: The department estimates that approximately seven percent of

the AFDC-U cases were affected by implementation of this regulation, The aver-
age grant of the families affected.is estimated to be $180 per month, Consequently,
baged upon the department’s estimated caseload, savings to the state of approxi-
‘maYely $2.0 million should result. during the current fiscal yéar. .

(4) The Four-Month Rule—In April 1971, the department adopted regula-
tions requiring a redetermination of eligibility every four mo ; The regula-
tion became effective on June 1, 1971. It was designed to eli nate AFDC fam-

BEST AVAILABLE COPY
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flies with outside earned income which cannot be exempted ‘on any liasis other
than the work-related expense exclusions. .
On May 25, the Sacramento Superior Court lssued a temporary restmining’
order enjoining {mplementation of the regulation. However, the Department of
Soclal Welfare, claiming that it was' bound by an earlier Alameda Superior Court
decision, continued to implement the regulation. Finally, on September 22, the
California Supreme Court invalidated the regulation and, in addition, ordered -
retroactive grants to-be paid to all of the families eliminated as a result of its
~implementation. The court further directed all county_welfare departments to
-submit to the Director of the Department of Social Welfare a report identifying
tge a;ldminlstmtive procedures and actions adopted. to assure’ ‘compliance with
the order. ‘ .
" Fiscal Effect: We estimate tha€ the loss of state savings associated with the
) :invalidation of the regulation totals approximately 390 million for the current
8
'l‘able 6 indicates the amount of savings ‘which can be %nticlpated as a result
of unilateral departmental action if the current (December 1971) state of im-
~ plementation is not improved during the ensuing months,

TABLE 6.~ESTIMATED SAVINGS FROM UNILATERAL DEPARTMENTAL REFORMS ADJUSTED TO REFLEOT COURT

ACTIONS -
Estimated full Adiusied to .
. year saviny, refloct effect of
: 3 court acion,
_\ Regulation - (millions) . " 19772 -
1. ULB rOQUINION. « e [ 9. 0
2. 30-day-regulation...._.................. Heesracaneecanranannannes eacceenn 2.6 - Q
3. 25-hour/week regulation._.... fereeerencneeneseanenenn : 2.0 2.0
4. &.monthryle............. e .- 9.0 0 .
' Tl e e e Lol iemanen 18.5° 2.0

SUMMARY OF QURBENT STATE OF IMPLEMENTATION OF WELFARE REFORM MBPASURES"

Table 7 depicts the current state of implementation of each of the major wel=——
. fare reform measures undertaken by the State Department of Soclal Welfare
during the current fiscal year. In addition, the table compares the estimated
full-year savings related to each of ‘the measures with the adjusted savings esti-
- mates which are based upon (1) our county survey for October-and (2) court ac-
: . tions which occurred during October, November and December. It shouid be noted
that if the current state of implementation prevails throughout the remainder
-of the 1971-72 fiscal year, the department’s reform efforts, both. Chapter 578 and
it?u\lmilateral administrative changes, may cost the state approximately $9.6
-million.
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' - TABLE 7.—STATUS OF WELFARE REFORM MEASURES, JANUARY 1972
' . {Ooliars in millions)  ~
'; N Amevh
' . Difference
between esti-
~ . mated full-year .
. Co savings and
r Tt Estimated ‘ Adjusted adjusted
o . !ul!aeat - . savings savings
Reform measure savings State of implementation ostimate- eslima
c“""n"?’sgz' t of gross in- ! uéun]mn—wﬁ der of the depart. © ~$4.6
. percent of gross in- T, ot im order o depart- .......... C -84,
+ .. come limitation, montpprlw to October 1, 1971, - . .
2. Work-related sxpenss ex- 12.0 implementation enjoined by preliminaryin. _.___..... --12.0
amption limitation. junction, Retroactive grant adjustments .
e . required. (Superior court,) -
.3, AFDC fiat grant schedufe............. Implementation of subsection A, requisin 1$12,0 -12.0
) . -deduction of nonexempt incomae from fis -
. . : ot grant schedule enjoined (California Su- i
o e : preme (:ourt.? :
‘4, Stricter eligibility stand- 15.0 Review of counties indicated a pactial im- ' (B ~15.0
ards including seform of ‘ plementation but little savings accrual, .
(a) special needs, tb? S . . .
verification of eligibility, :
) gc%;::‘l;\pt personal . .
T pr . . . ' r C. . &
5. Standardized eligibility 5.0 Not tobe fully implemented until juty 1, V) (0]
operations including (8) 1972, Review of counties indicates negli-
changed sharing ratios gible savings. : _
relative to grant admin- o —_
istrative costs, and {b) -
contracting with counties ,
to achieve enhanced ad- . ,
_ministcative efficiency. . - .
-6, Lump sum income and .5 Review of counties indicated a partial im- LI R,
causal and inconse- iy piementation but. negligible savings ac-
uential income restric- creal, ) .
ons, ' : :
7. Absent parent and step- .6.8 Stepfather cestrictions enjoined from being .......... -6.8
father. restrictions. implemented by preliminary injunction.
' Retroactive grant adjustments. (Superior
court.) Absent parent provisions not im-
tqlomcntod due to administrative difficul-
i0s, - .
8. OAYN responsible refative . 17.6  Not fully implemented. Savings accrual po- (O] )
sctle. o : tentisl unknown. Currently, counties nat
C usinr collected contributions as abale-
- . ments against the cost of the program. . R
. 9. Confidentality. .. .. eeranann 11.3 Review of counties indicated no imple- - » -11.3 -
. ) m;nmion. No regulations adopted by :
10, Work progiams including day . 1 12.0. Survey for October indicated no imple- ® +12:0.
. care services. | énesn‘tvttion. No regulations adopted by A
" 11, Family planning services. . ... 0 N R 10 +1.2
. OtRa e Botssrmroossc A | 2
Total for chapter 578....... 89,6 oo 4116 —48.5
Unilateral administrative reform: . .
13. U18 regulation............... 4.9 Implementation enjoined.................
14. 30-day regulation.. ... 2.6 . implementation enjoined. Retrodctive
. grant adjustments required. )
15. 25-week regulation........... 2.0 Currently ineffect. ........cccouiennne.
16. 4-month rule............ veee 9.0 Invalidated by California Suprems Court,
. Retroactive grant adjustments re-
. quired. . .
Tolal for unilateral admin- B U S S S 2.0 -16.5
istrative reform. '
Grand totel............... 115 P reeeann - 19.6 -65.0
)
: r‘«” i ible (October)
egligible (October).
8 Unknown (%ctober).
4 Unknown.
§ October,
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The attached tables are taken from the monthly reports of

the California State Department of Social Welfare. Public Wolfare

in California. " The Los Angeles COunty reports on General Home
Relief caseloads are appropriately mafked. i

The virtual®elimination of the GR faqily caseload'in Los
Angeles has been explained by coupty:we;fare ofticiale as the o
result of-an'accounting procedure which eliminated duplicate -
counting of cases that received both GR and Arnc payments in the .
aame'monih. “The: o;;;;e ‘was made poasible by legislation which '
enableéd Los Angoles County to meet emergent needs of AFDC applicanta N
by Gheéks issued from district Velfare-officeb.: prior to beginning |
implementatioh'of the iegislation in March'1971, Los Angeles granted
. emexgency ‘GR to“AFDC applicants in immediate need and prepared
an AFDC warrant at a\central location. a process which took o _f

- several days. As a result, such cases were counted ‘twice in

the month of intake'-'once as GR, once as AFDC.
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TASLE 11b. GENERAL HOME RTLIFEN
REcl’i!Nf! AND EXPLNDITURES BY 1YPI OF CASF

Occomder 1970

"ot

arencel’ sTONg COUnLIes in general retied o«aum and poiKkY, dna n this uw e not strictly comparadle.

- = -
. Recipienty PR - : Eapengifures - R
County Family cases One- Family cases Qne-person corés ™ ra .
i N peson Total . in "n
. Cams Persons cases © Yotal Average Total Averags cash ' uing
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GleAn . o .l ta e o .0 [ 0 . - 03 -] 0
Humb adt . ... (13 .22 n2 | a2, aos 4,200 60.87 8,098 ra2s 2,783 4,342
Imptrai L 13| e a [V 3 jos [ sase 22341 4634 109 2,004
e eaeen - 10 24 2 . 1,307 258 2%.30 ,04 30.85 [ 1307
cre e 6| 12 | 13 2392 13 N8 7301} 5573 7457 35
vereie 2 4 27 1,256 130 $.00 1126 | av20 4 1.218
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e e ] o 1 15 (] 18 s 0
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0 1 . 83 ° [3] (5] ]
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e 1 IH as © 2,693 ses 2,065 ° 6%
S 16 -1 £} 24 ” $1
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ceeren s9 210 12 1.008 60 238 ° 1,00
3 .4 ? 538 83 a“ws ° 3
{ [N ‘8% 162 263 © 18,550 3,05 15,508 a4 12,914
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LR
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. B © o
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. TABLE 11b. GENERAL HOME RELIEFY . ) .
- RECIPIENTS mo :x<mnun:s 8Y TVPE QF CASE
Jasupry 3971 T oo .
T ~  Rocipients - R Expenditures
- - " .
' Courty ¢ Family cases ‘One- . Family cows 0ne-porion cases Aig A
: Cases | porsons | “oveer’ Toul 1o -} Aveage | Tor | Aversse ‘:,"»/ )
- An co. Lasson | so.ar7 | s2ecs [ss.sseedosiaas2ez | Tyaza |sea2108] e3ss [e3.620.048 {01.935002
/ o -
Alameda’ . 173 349 3,065 234,261 14495 | 0379 2966|1100 217,976 16,289
Apine . . [ [ o ° 0 - 0 o ]
=+ Amador . 2 ? 2 166 18 | 59.00 as| 24.00° ‘\, 60 106
Butle . . 8] 16 a 2,776 350 | 4378 2426 .54 20l . a0
Cataveras . ... ... 3 6; s 392 239| 83 |, 123| 2460 15 %7
S Colusd .. iuuunn .2 13 ] (1 3 17, so| 1000 0 2
Contra Costa . . . . . 246 613 1410 108,169 19,924 | 80,99 86,245 | eta7 101,335 am
. - OeiNorte . .. oo 2 13 | T ] cesise ° - 1. ° 11
£100ado’. .. ... 19 |- e [ 3} 3203 ‘23% 73.00 a6 | 4323 ~ 9 - 5,500,
Fresho .. ... ... . 82 400 122 9.533 ,s¥5" 1" 7¢.91 r018] ‘s2.s2 'R 9,33
, Glenn . .. (] o o ] - - 0 - o
HUMDOIGE « + « o v s 1 250 19 13,694 5174 | 6s.49 ss20| 7160 10,245 3409
UMDl L .y s 19 @ 83 3,163 “e ! 3ves uu 46.17 100] 7 s0m
I S SN 27 92 27 1,740, 793 .37 . eaz| -3s0r | ~ 0 1,740
T N [ 16 180 ,147 683 | 8338 7.«4 53,31 7,900 24)
L 1 2 24 1122 64 4.00 1038 4ao08 Tar 1,078
3 16 5 244 4| 1s.00 199 3980 .0 20
. 0 0 0 0 [3 - ) - . ol : [
- ' u.oo: 42487 | 20032 | 3.503,230] 9asdc6 | 7169 | 2577964 | ez | 2207513 120870
1 94 .75 2 FXD 3. 0 -
3 6/ 100 5,114 © 312 | 10400 ~-7002] - 70.02 7.08) 2%
[ 0 0 - ] - ] 0
23 72 29 2,212 a3l a2s2 1,399 | - 4824 182 2,030
16 a 7 , 48| a6 asie] sre2 5,264
Cerean [ ] 398 268 | 3332 130] 333 160 23
e 1 1 133 50 | 5000 23] 300 [+ 8
NN fars |, ETH 17.646 10,660 | 3949 6786 2168 '3 17,560
N s 3 2,270 252 | 30.40 2,0i8] 35174 0 2,200
Cieees [ 2 19 26 X 169 .50 T
e 79 599 65,574 16,047 | asas 72| 8138 40,791 24,703
P 40 14 Ssel . 774 ] 19038 7282]| ss.88 ° 1,55%
e 1 10 §09 .88 s. ss4]| ss.a0 ol €09
s . e a9 257 17,452 2706 | ss. 18, sv.ea | 192 17,455
e ns 702 2982 289,312 20,193 | 6481 239.119] - 80.19 130,420} 120,092
R, 0 ] 3 94 ° 31,33 ° 1
San Bernaraino . . . . rH ns 284 29,092 2645 | sa.78 20.442| 9312 4016 24,27
SINDIego . v n .. 137 399 1378 143,321 1807 | 11510 122,250 | 92.88 133,081 10,220
San Francheo . . . . . 264 509 7,867 732,011 s1,241 | 19470 ¢80,770| 8997 a3s127) 293084
Josquin . ... .. 11 23 7 3580 764 | “69.4a8 2,024 .21 ] 7350
. san LulsObIseoY . . . 1] 176 138 12,832 4028 | €940 8807 €824 10,908 19
- © SInMAd ... 30 122 622 1,276 8,523 | 170.46 72,753 | 11897 8,108 180
$ants Barbars . . . . . 1] . 1s 196 14,373 910 13,463 | 6869 5,849 8514
Senta Ciara . ... 108 [/ 234 2,062 212,716 15,528 196,888 | 95 120,711 42,003
Sonta Crud . ...l 13 2 162 €.403 450 3983 | 368 0 6.40)
Shasta ... . ~18 .2 54 2,240 (131 50 2127| 323 22te| .
Shertd . ... . Q 0 [ [ - ) - [ [}
Shkiyou . . . . . 4 16 15 ? 54 30 er2| sa00 208 32
. LA S 3 . » 847 ) 00 s134| 77.90 8752
e ) “17) 1 8124 1.22¢ .28 639e| 23338 2
StahIuE . ... s2 18 257 16,0064 2570 [ 4942 13836 | sz267 °
SUter L\ e 4 12 0 a8 | 1200 0 - 0
. Tenama ... ... . ] 2 - 154 s2] 1300 02| 8100 154
. TOOTHARY e 2 e 1 " 3’ 32.50 s9| €9.00 o] T . m
TS . i 2l . a4 2,498 1 72.00 2551| 57.98 . an 2,004
Tuotu I 1 2 . 556 "4 4.00 58 92.00 882 []
VOOIE Lo a s H 11 2 2579 394 7880 2388] 7804 s 1,088
Volo. ... . 2 s 108 sase| [ em| 224 acra] asss of s
VOB e 1 ? » 1596 ! e3] .edo0 188 s S @ 1,90
Excluoes Miscellansous §ensral roli! and suppsemental Al 10 categorical ald recipients. '
o: Because of 'lﬂﬂm AMONg counties i ganerdl relief program and PolCy, 0ats in tAls tabie are NoL “'K‘N C”W * .
.0 Oﬂl L] ) . "
- - ’
. . .

e a...

s 2
7

ot o d&Q‘ i
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e TABLE 11b. GENERAL HOME RELIEE ’ : .

“RECIPIENTS AND EXPENDIFURES BV TVPE OF CASC B
ot N - . -
o Faguary 1971
‘Recliplents ' ' Exponditures
County Famity caset One . ' Famity cases e enIen €as ) T oAl
. person Totsl - ] "n in
. _Coses Persons cases . Total Average - Tolal ' Averaw casn . aing
. . - —— ‘ . X
An tes ... 16103 | 50,292 } 34,126 |#3.633.13% s1199.754 | 97077 | sas15.401] s83.42 [83.742.662] $1,91309
. , L3 B -
b Algmeds . .. ... 173 2y .3,02) 231,661 14,748 25.2% 218,913¢ 7175 216,682 100y
L MDA L ° [] e 0 Q - ‘0 . ol - o
! " AMIOOF . e e e e s ° 1] Loed 28|, 0 - 28| 2s00 . .0 »
Bulte . ..o e 7 14 toso 3,069 ey $5.29 2682| 3364 | 2449 20
[ Y calaveras ... .as)- X 2 s |- 209 10} 7a00' |  1sf 2700 13 In
\ P R 1 3 R 33 22| 2200 | 1] 100 Q )
. Contra Costa . .. . . 283 632 3,632 106,993 20,020 | ~29.1) $6,965. 69.73 100,543 s
\l DO NOME <o w0 oot ] 0 ° .0 o - 1. ° - .0 °
1 “
: €1 00rado .\ . . e 3 72 82 5,029 1330 4290 2699] asy o 029
Fretha . ..-s e .58 ] , @2 w9 6,642 1ea0| 29082 soc2{ 5'.57 ° $.642
I L R ) [ 0 R B - - s - o 3
Humboldt . . . . [ 195 119 14828 . sa27 74.30 2398} 897 usest - 20W
1mperiat | B 14’ 82 2,521 416 89.43 2.108] 40.18 109 2412
1nyo . 14 - 1 9t 413 20.64 L a4 2407 ] 339
' .10 20| 1% 9,217 sss | 0880 > 8329 559 . see2| -
1 21 22 964 3| 8300 01y 4a00f : a2 (23]
[ [ 7§~ ey, ol - sl ases Q 1)
0 0. 0 0 ~ . o (]
15,723 | a3604 | 93,716 | 3610032 69.48 8397 ¢ 2,305,919 1304410
17 62 892 27 25.56 27 563
W 23 ss 10} 9,038 27.4) s.a07| 8324, 805} - %
3 2 1 174 $0.00 1247 62.00 65 109
& 19 58 2 2,073 .3 1,383 4222 1,938 138
. 2 2" ’2 L 5,693 69.42 4,860] £s.68 "o
MOdoe ...k w0 f © 10 a3 46| 2160 '
Mono ... .t..a], ° 0 1 3 8)] 8300 ”
MONLIIEY . ... ... ne 783 ] 16,545 36.01 s.083| 1911 " 19,459
Naps ... e e s 3 2,440 o 2,116) 6046 |- ° C 2,040
Nevads . . - . 11 10.50 0 i 0 a2
Onmge ~ . . 247 | 932 473 - 9.0) | . 3s.200] 7683 30,570 15,464
Pracer . . . . a7 179 13 . 1566 9221 7092 o 1846
Pluemas . . [] ° 10 , e s94{ 59.40 . 894,
Mde .. ... 35| 102 238 14,71) 60.11 12,607, $2.97 13,062
Sacramento . .1 . s 208 709 2,038 254,972 64.77 236,448} N33 116.91)
SInBenRO (. 4. [ 0 - ° - L]
. $an Bornarding . . . . [ 121 27,438 ases | 2s.2¢8 9700 23,242
SanDiego . . . . - - 124 322 134,449 11518 120,167}  94.03 2.036
San Franchico®. . . . 280 630 160.41 e99.012] 9299 218,427
. SahJoaouin ... .. 14 29 84 60.%7 2643 32.23 . 491
San Luis OO - . . 33| -0 . 2297 |x, 6901 {1 2426 7140 ¢ 1,158
San Mateo .. ... ss | 133 ! ‘158.09 LRIV 148
. Santa Borbats . . . . . 18 131.44 13.418)  6).27 8,293
SanucCus ... 107 - 328 162.44 221113 106, 09)
Senta Criz . .. .. 12 20 .98 EATEY I .98
SNISta . ... e 17 8 3 2338 | . Less) 4rel 1,872 30
L IR [] [] ! - -
Shkiyow . . . . .4 16 L t feri| 7238 ©oaer 59
NN s 12 rie | 119.83 26785 a%.20 [ X3t 1,963
e e 52 153 3,063 20.06 6,662; 3165 29 8,200
- . Stanhieus . . ... .. H 120 6 48.15 1,367% 4479 13,967
P 1 2 2 22.00 64i 16.00 ”n
Vehamw L. .i.. .. ° ° o™~ %] 3. i °
VMY e e ] ’ os]| 9 s] 2 (] ]
:nuu Ce e 3 3 208 95.00 2,440 G).70 43 2294
WRIAWE L . a L3 30 10.00 00| -94. . 333 .
' Ventwa v N . - 328 0123 2322| #007. €20 2,027
Y w M ae| 260 | sa0s] s o]  sre
X 1 & » 65.00 a8 35.09 ° ni
“ Cachintet il e anesus gener sl tollel and supslensental 3id 1o caledorikal atd cocipionts. :
A ote: Hecauss OF ditierences sMOng countisd 1 genarai retie? program and policy, data In this tabie are not itricity comparsdie. ‘
oitimated. .
- v !
!
’ 1
i
\ .
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. 3 . J.I 110, GENERAL HOME lE&lEFIﬂ
N =T ﬂECCNtNT AND EXPENDITURLS 8Y TYPE OF CASE

Maren 1973 -
. - . ) ﬁ)clnhnll ) Cxponditures .
" County” " Famity cates One- ) Family coses One-nerson cases Ald ™)
T person Total - ~1 Llm "
Coses Persons |  cases Totat Average Tolg Average con Aing
A counties ... [ 15.926°] s0067.1 s2,902- ] 5,100,033{ svarsa) sera u.uv.}{oo' s70.66 | 83,977,5427 83,3000
: iy
N e : . 178 | ey 3,170 249,187 16,249 92,02 232,00 naa 23,001 [
. ° [ ] [ "0 - U - . [] []
. 1 L1 -t e 50| 30.00 28| 2800 ' n
. » 1 s2 3,660 $09 56.56° 3.18)| 60.40 B A1t [
. Colaveras . ... ... ] < 3 . 260 | 4030 179f  29.0 ) [
COUSE ¢ v v v e v oo 1 (] 37 37 oo | . e - . [] 3
ContraCotla . ... 250 .26 1,992 107,089| 20,000 72.52 87,089 s23¢ 104,239 L
Nofte . .. v u s ° Kl o ° - [] [} t
- - " o
cn OoMado . o oo v v 2 80 5,052 1,204 ] 4930 ren| an lo ') Y
Fresno . ... 70 298 148 10,072 2,302 32.90 7.769] 3249 of,
GIAN e ° e o ° - 0 [
Humboldl . . ... e2 | 200 123 15,216 .08 2040 .1060t] sC.ae 13,948 a,
— . ., n 94 e 1920 ai3| 1062 ] _ 1807 ‘e YY)
. 13 184 41 4,994 3,060 $3.64 ¢ 1934 . 0 M
. D) 27 184 10,372 "7 91.70 9,453 10,080 W
- . ) 2 26 1.3%) » 30,00 . L3I0 a (R}
[ I ST & ° ° » . 324 ° -1 s 0 ”ne
i Lassen . .. ... (] (] ° - (] ] 1]
; wanl Cos Angeies . . . ... | 13047 | . 43,706 | 30,134 | 3,008514f 760,231 98.27 | 2,240,263 1921,538 | 3,080
3 e e . -t 4 39 435 %4 14 a9
Marin ... 18 ) 106 § 042 . 209 22,07 - 8,814 8,389 ]
. Mariposa . . ol o 3 158 0 - 158 (11 "
Mengocino . SR 72 52 3,241 907 36.28 2,024 14 2030
od ... 10 L CR L B 4791 343 $4.30 4,230 i
16 o0 |- ’ 752 %3 29.08 R 11} 198 "
° ° 1 1] -1 e (1)
' 1 - 4% 122 9,066 4,160 3s.28 . 4,908 8 (X
. . s | 32 X1 1y 83.2% oL (] 191
CNEVABE L. s o 3)- - e _.28) 24 8.00 ' ° - ) M
3 ONAE + v 204 784 aas 44,778 > 9,051 44.3? 3s,7227| 047 29,703 15.078
PR L, n m 19 184, 612 18,53 1,20 - 68.23 0 X"
MUMBs e . 10 sref. 108 54.00 ar0| 47.00 []
. . Riverside . . . 3 ‘122 245 18,000 2,219 s8.30 |. 18,301 6760 [TT] BETXTY
. Sacramento . . 318 %6 2,900 279,664 19069 ] 6319 | 2s0.693| 218 .135,474 104190
$an Oenile . ° ] .2 133 ° - 138 & .:o (] 0
San Bernardine 1 <3 70 19 29,083 2133 1161 22,700| “143.82 4,392 3.08)
$an Dives . . . . 121 s 1372 146,802 16018 | 122281 aserer] ess 138,843
L $an Vranchco . . Fit] $92 2,023 ‘712,728 35,980 14331 26,12 495,897
I  SaAsjoaqun ., .- T 2 " 3948 - 13| es.21 34.00 Q
: Sad Luit OBlSPO . . « - 43 137 102 10,678 237 " 9,408
iMate .. .... | . 48 s § o ess 81,568 8,342 0,512
. ta Barbars . ., . . 19 20 229 15,719 829 ..028
. 18 ClaM o . uv e 13 10 2,05) 239,22% 16,417 174,08)
. SaCruz ... .10 20 150 | 230 (421 -0
. IR ” 50 2,209 433 1,048
[] ° 0 0 0
[ 13 10 776 " (111 Fi3]
. 12 (11 0927 (31 \ 0,352 6,58
Sonome . ....... | , 82 144 9,084 1476 [ 1876 1]
Stenhtavs . . oot . It 12 250 13,219 2,301 © 10,910 [}
Sutler . qooenn. s 2 . 7 4 1] °
) TORamd . . .« u s oo 3 4? 2 [l o
. T Ty ° 0 2 28 ° L e 28 2 1
R 3 . e 36 2,897 18?7 55.67 2,430 [H] ERT
Tuolumos ° ° ? 86 [] - 6 . 856 ]
Venturp . 3 . 3 3.1 e | 12833 Coamwm 7174 M .
:
volo .. ce |- a2 127 6,220 e 33.90 5,949 [} [X71)
o o H H 18 $20 es| es.00 gt Lo Ten
KCIudes mHsceliansous ganeral reilet and supplemental aid 1o Categoticat ald reciplents. ' !
Note: Becauwe of aficiencet among counties in general rellel program and pollcy. @4ta in this tabie ere not llrk!lv comparatie.
* Data estimated, se0ri{s) not received.
L -
. ) ~
.- T e——
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TABLE 115. GENERAL HOME RELIEFY /
RECIPIENTS AND EXPENDITURES BY TVPE OF Cl}

. L . - . °
. . Aprit 1971 WL .
i o == = -
, Reciplents  ~ . Expanditures . o
. County - Famhy cases One- - Family cases Ona-person ¢ e Ald A
T person Tout § n " :
Casas Parsons cases Total Average Tolal Avorage cah wad: - L '
. Ancousties” ... | 13,513 | 36,921 | soces |seeze575| 5693167 | se021 [s3231408 ] 37365 33,257,028 {31,006.607
Alameda 175 352 3,234 250,409 15,504 88.59 234,905 | 72.64 233,072 | —+12,937
o [ ° o] * 0 - [ - 0 0 -
o 9 2 46 o - | 2300 1 28
8 16 50 2,038 290 .7 2,448 48.96 2,252 IR '
- 2 4 s 229 194 97.00 35| 27.00 13 EY N
1 9 1 : 1. 7] 100 ] 8.00 el 15
179 439 1,300 82 16,029 8958 824531 63143 96,0751 2,407
° o] . o ] - ° - o] .9
1 59 78 50.33 amf e2n Ve
118 487 129 2176 6,199 | as.03 °
[ 0 1 - 38| as.00 0
3 15 93 7646 7.952) 9338 0527
16 ‘3 a3 21.62, - 1,420
n|. .0 32 22.23 1,26
o |’ 28 145 124.78 3,595
2 s | 19 3450 719
. \
o' L] 10 276 - 3 - 276 N
0 0 -3 B 0 - 2y
9,500 | 31149 | 28580 | 2471040 324431 $3.20 | 1,946,609 .
e 21 14 251 83 6.62 198 .
° - y . 4 \J‘ ql
(] 11 90 . 8,162 7,528 19 .
- 1 1 1 75 69
. 10 a3 3s. 2,500 . Lo2e 2,196
12 29 (3] 3,226 - 4,609 5,226 -
e 12 [} a 676 239 350
e ] 1 [} 1 0
el 14 433 us 10,191 5,334 10,108 .
e e 3 s 26 1793 1,581 1,793
Nevads .. ...... (] 0 7
Onnge® . .. ..... 204 708, 444 38,727 15,075
Pacer . ... ... 34 121 16 1,043 "~ 1818
Mumas Ll P 2 . s 230 -9 s
Rivarside . ...,.. ] 46 147 274 16.736 ' 1,484 17,613
Sacramento . . . . .., 255 643 2392 231,125 130461 { 116,328 '
San Bealto® . . . . .. ol - 35 135 [ 13 .
San Bernargino . . 12 Jf- 207 19,842 18,717 3,94) 15,902
SINOMGO . s ... 109 303 1,360 144,364 131,503 134,636 9,728
San Francisco . . . . . 239 568 7.853 672,601 625,158 - 430,792 241,009
San Joaquin . . . . . . al [ 3 4,314 146 T4,314
San Luls Obispo, . . 43 142 " 8187 5,585 6,777 1,410
SanMates ... ... 40" 3} 654 82,032 75,289 TR 18} ~
. Santa Barbara . . . . . H 18 213 14,227 13,230 6318 1909 ¢ .
Santa Clara . ..\ .. (3 63 1,889 222,3%0 205,067 168,222 84,128 :
SaataCruz . ... .. ] as | 1880 7,520 o] . 7880
’ N - .
SAMM .. e 19 sl 4 223 | 1,762 1.400 a1
smu"........ [ ° ° ) [] (]
- SHAIYOU v v v v oo o 3 13 L T P 1 4 $66 202 328
0 e R 12 9 1 " 8638 138 €227 1911
Sonoma . . ... sl 2 o l- e | s . 8737 23 7,523
Stahisiaus . . ..., . 109 226 13,293 2412 .22 10,682 ol . 1320
CoSutter L. ...y 1 2 30 [] 9.00 21 ° 30
Teramd . . ... ... ° ] 1 1 ° - 1 H [
ety ... ... Q o |- . 2s |- 0 - 26| 2300 0
Tulare .. ... ... ] 20 3 2,790 266 3328 2,324 | 4949 503 -
Tuolumna . . © . . . 1 3 [} cal s0] s0o00 |- 521 | 9850 566
Venturs . ... .. 2 e 4. 4,110 266 | 133.00 f83s | 7048 s78
YOto v 4 [ 1 4528 206 8150 e | a9 0 =
R Y TN ° o 10 |- 298| " o - 38 3v.80 ° .
& Excludes micetianeous ganeral relic! 3nd suppiemental ©1d (0 CAIEGONCH Hd recipients. '
T Note: Because of ditteiences among counties In genéral relief program and policy, Gata In this tapte ace nut stactly comparabld. i
*  va estimated, reportis) ot recelved. B . o
- 1 . « . -




ﬂ\ut 110, GENERAL nou: RELIEFY
RECIPIENTS AND EXPENDITURES BY TYPE OF CASE

May 3971 .
. Reciplonts . Expendituies
Cou Family cases One Famity cases © One-person ceses Ald A
oty person Totat 5 n- - in
Cases Persoms | - cases * Totat Average Totat - | Average casr ning'
Antountles .., . {-i1,506 | 36200 | so.63s [sa,360,768 | se70.200 | 33026 [s3.690.472 183,278,515 [81,090,25)
Alameda . ... ... 192 {36 3,241 251,994 15973 | e218 236,022 233,875 | 16,419
Alping . . . .0 o0 v ] [] [] [ 3 ° - o o\l 3
AMIGOr , . ... ° ° 1 26 o C e 28 o 28
Bulle . .....,. 3 16 * 2,242 %8 | e€00 [~ 1074 306 1,93%
Cotaverss . . 5. .. 1 2 . 168 60 {,60.00 108 1] 5 1%
Colusa 1 9 4 1 20 00 98 0 1
Eontra Gomta 159 404 1,276 93,142 13,085 33 79,257 90,193 2,749 |
Oei'Norte . . . ° ° 3 ° ° - o ]
£1 Oorado 29 94 [ 5,796 1,502 | s1.19 4,294 ° 5,79 ,
67 275 142 t.ul 1,004 93 8,607 0 un
(] 0 0 0 - [ - °
.. EH 101 o p.sss 2,008 59.86 6,570 | 6111 7,454 1, m
.. 28 T99 s7 2,348 so8 [ 2032 . 1038 | 228 ) 2,348
- » 25 3 74 297 21.69 453 | .26.65 o 740
. 10 20" 141 9,524 1,000 | 108.00 s.ade | ‘soae 9,192 32
. 2 . 7 78 7 7n ! » 752
cerenn [ [ ] 347 [ ° 73]
carenn 0 0 0. [ 0 ot - .o
e 9723 | 31,493 ] 20,277 | 2521762 | 835196 193,325 | sssen)
v 12 13 172 4 18 154
P [} 16 (1] 1912 a3 2737 178
e 1 -3 2 140 s0 & ] %0
e et 18 a7 28 1,47 525 210 |. 11207
ceeia [H ©34 [} 5,154 718 ° 5,154
27| e n 08 a9 202 306
PN [ 0 1 (%] (] %] 0
caeans (1] 304 108 6,699 . 2,826 * 6613
DN 2 4 21 1588 ‘193 ° 1585
PEPIPIrIra .0 [] 2 13 [ ] * g 13
PENENON 101 353 73 31,296 3,160 21,20 10,093
et 29 .93 10 1.744 550 0 1,744
ceens -2 4 ? 347 18 ° 347
e az e 265 19,871° 2,695 ‘1297 |7 1314
DN 240 603 2,458 224,699 15,016 125,209 99,494
R o [ .0 o 0 ° Q
. San Bernarging . . . . -7 14 158 13,202 09 3959 9,743
SINDI0P0 . oo n s 124 326 487 141,480 14,006 132,638 8,042
San Francisco . . . . . 241 $36. 548 35,968 24,069 , 441,053 | 194,918
San Joaquih e 19 ar [ 4,779 1,327 (] .17
Sa0 Luls OBKPO .« . « . 33 104 68 6,030 2,393 5,069 | . 1081
SanMateo . . .. ... ay 110 €23, #5511 8168 85,454° 157
"SamlaBarbara . . - .. ? 14 208° 18,052 o4y .. 6839 8,213
SantaClara . ... .. (3 208 1,772 203,440 12,643 159,606 437834
SantaCruz . ... ... n 22 168 9,089 9 ° 9,069
Shatta L ... 12 - 42 1,563 203 1,200 28
Slema' L i [} 0 0 2 3 0 (]
Sitkbyou . . . . ... 2 12 10 . 33 229 191
Solano® . ... ..., . 12 " 8,638 800 6927 191
e T 23 1] 180 7,570 092 28 7,543
Stanklaus . ... LH 13 180 13,166 2,187 e 13,466
Sutler L. 2 ] 2 v a8 17 o -
Tendma .. ... ... ‘1 L2 \2 159 . 108 159 °
Trintty 1 -4 ° 3 35 o].
Tulate . 3 10 4a 3,096 322 -738 | T 2,358
Tuolumn ° [ 7 €27 ° 592 3
Veatdra 2 ] 59 5,704 I 819 ‘4,885
Yolo .. s 3 3 3 3416 124 ° 3,416
R PR A 2 12 s 2 50 sM

¥ Excuoer mlxuuncoun genaral 1alief Bna suppiementsl ald to categoricat ald rocipients.

< Oata

among

/

1s) not

iIn general relh' program and poll:v. gata in this fable are not um:lly comparable,
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o . TABLE 110, GENERAL HOME RELIEFY
. PECIPIENTS ANQ'EXPENOITURES $¥ YYPE OF CASE N
: . - weersny | o
.- . Recipients 1 , Expendituris
. County Fomily cases One- . Family cases One-perion taes A Al
! " person - Tolal n w .
c'"b Persons canes Tota An_cm Yot ;| Averspe cash king
- Ahcounties ...} 11430 | 354q0 50976 34300008 | s673.dre | ssee3. [93,005,542 | s22.69 [92.301.008 $999,007
Aameds . ...... 120 346 3,222 23,763 14,478 [ERT) 2,288 | ra? 237,056 16,007
AIDING . ooy o |. ° <o - 0 0 - .0 - [ N}
Amagor . .., ... . 15 3 193 © 188 61,67 10| 1000 160 -3
LButte L. 7 14 40 2,304 404:) 271 1,000 | ar.50 1,790. s14
Cotavermn ™%, . . . ., . 3 2|, s 103 (13 60,00 ‘123 | 2460 : 13 (]
Cotusd . , . .0 v .0 ] [] [ [ [ - (] - - i ° 9
Contrs Eona PN 245 610 1,341 104,267 19,286 78.72 | ey 99,643 4599
Ot Norte .. ..., |, ° ° ° -0 ° - [ + e v o . [
S EDorsgo . . ...l %0 99 108 "s.g0¢ 1.967 $2.22 a2] 4135 [ 3,909
v Fresd ... s 228 18 4,364 1,374 23.29 4990° 3.3 o 6,364
Gean ... e . -1 22 o] . - 22} 2200 ‘0 22
Humbdolat . . . . .. . [ 159 (1] 9.045 2,962 60.90 . 6883 | .22 1,761 2,004
Imperial . L L., .. 42 16 33 . 3,26% [13] 2240 c2324 1 428 [] 3,265
10y0 .y v vl e 27 " > 1,680 701 25.9¢ 919y as.i0 29 2,680
Keem L. [] 12 139 8,043 631 | 1087 0,212 5%.08 0,492 351
KINES . oomnnnn s . s 18 2} 1”73 4325 70 4.67 » 06
Lkt Lo 3 .n 4 30 43 15.00 3421 486 ° R
Lassan . . oo v on e [] 0 (] , [} [ - o e ° °
awmPplos Angaies . . ... .. 9467 | 20,087 | 20,483 ] 2405335 | 327,463 8572 | 1997072 ¢3.7e 1,905,397 79,938
Maders . ... ua [} n 0 128 a8 . I 9% s 10 s
Marin L. L L L. 3 1o (1] 8.6%0 [ 1 203:00 sos1 | v0.00 8,528 2.
Maripora . . . . I 3 a 135 ? 75,00, 43 [ 60.00 78 40
Mendocing . . 7 17 | 1 1114 ns 43,00 799 l:.' 243 m
o Mercod . ... ... 17 ) a A2 317 36.41 3563 | 24,23 ° 4,192
. 1 ” § - 32 23 s18 | ‘3832 T 26.75 ETY S 350
. 0 [] . . -8 (] - . $2.00 3] 0
. 102 400 127 0,297 | a. 3287 32.03 35,0301 ¥9.61 o 8297
. 0 ° 13 504 o - 304 S04
ONevads ... ... 4 1 ) C e 3 9.2 24
"Onnge ... ... 20 299 332 30,559 3,508 38,98 27,051 22,184
Placel . v o..u.ao 20 7, ? 1,208 417 21.95 .. 768 0
Plumase . ... ... 2 4 ’ W 115 $7.50 _m [
Riversioe . .. ..., 43 -1 267 19,801 996 [1X%4 36,808 749
Sacramento | . . ... u; ﬂ: t.Sl: us.cn l‘.u: $5.93 IH,‘!; B ua.u:
SanBenlto L ..., C -
San Berastoine . . . . 3 13 .12 u':sa 422 | 14067 12,030 2 4332
San Diegd . . ... .. - 140 . 308 17209 | 362,248 14,822 | 105,02 140,426 | 36.86 152,337
San Fraacheo . . . . . 2 350 7,700 !'7.9[6 16 96.63 73,733 | 74.51 488,80°
San Josquia L . ... 10 22 100 4,608 .81 81.30 3873 | 3m2 S0
San Luls Obhpo . . . a8, 139 4378 490.3¢ 6352 | 706 [ XAT
San Mateo . . - % 147 9390 104,619 37372 94,022 104,376
Santa Bachai . 16 23 16,362 136.12 18,27) 7.028
Senta.Clary . . 18 238~ 1,976 222,780 16343 206,098 107,392
+ SantaCruz . ’ s 151 EXTTY 81.43 kH . []
snatta . . 26 ) a 1.92) 821 20.08 1,400 1476
Sweria . . [ . ] ° 0 [ (] ] 0
Shkiyoy . 1 1 3. 10 '%02 10 10. (371 % 2%
$slan0 . ? 14 7 2097 tosds | 12008 7,183 [ X111 1,1%
-
Sonoma . a 134 .18% . 7,669 1122 26.78 8,492 23 7,64
Stanistaus F14 75 147 13,240 2639 7106 10,621 [ 13,200
Sutter ] 2 3 .. 46 L] 2.00 3 (3 4
Tehoma . H 4 1 > 3 3.00 2% 0 a8 °
. .
Trinity ° [ o |. . 0 (] - -l [ (3
r(.‘.'i'.‘.' 4 <. » 2,536/ 293 63.28 2,203 | &342 . ns 1,021
Tuoluma i 4 s 143 €0 | . 60.00 a8 | 96.60 458 85
Venturs 4 n ” 6569 ETH 8625 [ 6351 | 8039 934 5,742
¢ 18 (1] 35 [ 7] 16.00 3.44) § 4095 A 0 A
e 1 -2 111 620 " €9.00 879 1 . e T80, s
7] lltluﬁl Mmiscoilansout yeneral relte! and supplermental aig to categorieal ald réc
‘4 Becavie of Giftersnces among counties in genaral rellet wo.um and poliey, *
. Dau oitimated, repori{i) Aot received, :
- ° -
- . "\
) ~ T
~ \ &.
w1 : . .- R
—— ’ 4 ©
. N .
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o TADLE 110, GENERAL HOML HELIEHY
» RECIPMENTS AND EXPENDITURES OV, TVPE OF CASE .
N Vot ’ . ! 2 .
. . . R July 1971 .. Ve .
i 1 Reciplents . 3 Lt l-pé;’dﬂ_wﬂ K
. ) Com'\ly Family u.»; ’t?.r“ rouu F:muv caes One-perion cases P Ay
) Cates Porsons | cases o Yol Average | Totar Average o s P
- a L . . Ancounties .. | 20683 | 32187 | 49265 [s4,204.443 ] 3636013 | Us59.54. $3.960.430 | 87243 [83.072.018 [51,632.3% .
. 2
Alameda . . [ 203 3,165 231,076 8226 | [ 8394 “222.8% | 7041 213,931 12,145
. Atpine . o o oo |- it e |4 T e . K} 0
e e Amadc . o o o e ol - 0 . o
S Bute vy N c a :\ur_ 144 .00 2543 | 0202 2.517 1”0
Colavoras . ] 2 Tt T ey ©0 TN R 180
Colusa . 7, [ o [} : (3 (] ol PR e
: . Contra Costa u— 1) 426 314 7 99,123 16,296 83427 . sard
. Del Norico.. P [ . O K K e L]
€1 Dorado® . . ., . ‘30 Y 105 3,900 1567 4342 °
, v 61 241 153 0,502 1.829 6673 0
) o 0 0 0 (] 0 °
(13 197 L1 10,997 4,029 6.908 40
: 2 15 . as 3 ] " 298 L% X
. - 12 FH 18 157 504 v (] [ N
17 40 148 mus 3,698 8.727 10,091 b5
- . . s 21 . e (3] . 0w '.M\{
. \ ,
' 2 [ 10 308 25 . 280 ) ¢ 3y -
. . [} 0 0 i) o 0 0 (]
8644 | 27.274 | 26,006 | 2,204,225 | 482,296 1,736,929 1,690,641 513,584
Nt M H ”» 128
12 20 o2 727 (33 6851 7.362 1]
2 [ ] ‘e . 13 13 [] ’ 4 j
10 34 € 1,063 90 (32 126 " ’
27 [ . % 3.7%) 753 2,998 3,7%)
. - s R
. - 22 e |V s 974 283 " 784 e
. [ 0 1 (3] [ [ [}] 1 .
- 149 608 129 10,78 5,012 8771 ° 10,201
) 2 ? 380 10 340 o 3%
' I ) 2 1 . 0 ! -
. 18 308 s 35,690 ans 30718 23,596 12,00
- ] 1) 10 1,294 456" 83 o 1.2%
- " 2 s 4 [ ) 22 1s 22 3¢
. Hiersioe . | a3 123 asr | . 19308 2610 15,898 1,236
- Sscramento | 263 691 2981 257,387 15,022 £241,530 130,462
. Sen Benllo . . 0 0" () e na X
. $on_ Boraaiaing . . . . 10 28 124 L1200 558 1,828 4,092
San Olcgo . . 129 a8 2,013 179,264 15,547 162,217, 163,932 s
A $an Francisco - 2000/, 3000/ 72,4000/ | <o08,161 2, nr $73,034 430,395
| San Josquin . . 1 29 <109 3.99) 17 03276 | 3006 o
b San Luts ouwo .. 59 194 3] 6379 3, no $.239 [ 6433 6122
a, .. 85 [ oase | a0n [Tzecas | 120m s | o 125,965 :
° .. 13 . 28 246 16,999 118 15,819 | 64,30 7,594
.. 169 522 2,201 - 269,854 24,333 . 245,221 § 107 %) 236,273
.. ? 18 {1t 6,953 531 T 8422 § 402 .
. . e 33 -133 58 2,174 336 1638 | 01 1008 .
e o [ o o o [ - ° .
N 1 a 14 ”s 18 160 | 54.29 682
. SN0 L., 3 12 [ 8,700 . 7354 } %016 2,148
. oma ... |- ' 20) 203 8,661 ‘1,610 2051 f 34.73 2 X .
- Stenisleus . .. ... 110 201 18, n: 2662 11,50 §  $7.9) ° 18,2
. LSulter L L) 16 . 7 Ayl 1078 (] [l
* Tenama e ° 1 )u o .. | 300 0 '
STy L L. L. 9 0 38 35 0 “ Y
. Tulere . . ... oL 23 33 3,298 "y 2431 | 1003 [ 03 ER ]
Tuotumne . . ... .. 0 a 43| [] 438 | 11450 438 <
Ventuta . . ... ... 24 1us 12,032 768 T TH S TX1Y 243 (%] -
. Yolo . ....S. .. 2 7 wn 230 3941 | s2ss ] LR
YuBd .. e e 2 12 s1? 4 476 | 19627 50 o
~ . -l
y Excludes rmieilanoous gencral relial snd suppiemantal aid (O calogorical ad recipients, !
\ nu eﬂimuﬂ by San Franciico County.
Aong in general rediet program Md policy, dala.in Lhis 1abie ke gﬂl s_lrkltv ‘comparadle, .
In enlﬂulc‘. u-poum aol received. 4 ] .
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. YABLE 110. GENEAAL HOME RELIEFY .
RECIPIENTS AND EXPENDITURES BY TVYPE OF CASE
August 1971
Y Rclplents - Enpenditures
County Family Coses one Family caras One periun Lt II\':C A:‘.
Totat . !
' cases | persons | B0 |- otat Totat Average Totat Averane casn wing
5 AN counties . . . | 10.909 35,2352 49,663 84,438,115 677,906 s62.14 83,760,209 $75.71 $3,3%8,714 41,079,401
:’ Alameds . M - 199 . 2,488 214,634 6,045 74.03 208,589 7230 199,059 14,203
- . ° ° .0 0 0 - o - 4 0
N ] L3 [d E1d ELd 28.00 © v [ ] t 2
. 4 [} $6 3369 224 $6.0 3.245% $7.9% 3,349 . tof
. ] 2 S 185 , (13 60.00 l‘)$ 21.00 18 180
. ) o o 52 92 $2.00 0 - o 1]
. 163 420 1,426 110,448 15.313 9402 94,935 6657 104,612 5004
. ° 3 ° ° ° ~ ° . “o
. 3 Lo d 130 5:\5) 39378 128..2 1178 0 9.1%)
. %0 219 191 0,841 1,307 26.14 7,534 (] [ X 11)
. (] 0 0 ] 0 0 L]
. n 224 106 . 12,038 4,045 $6.97 8,270 78.02 [ X 1F] I
. £id 9 a? 3,203 1,009 79 2,194 $2.24 pL1) 2317
0 L 24 4 2,529 Ml 28.96 1,218 41.9 o 2,529
. 101 o2 245 12,241, 6,205 61.44 11,036 44.50 15,2724 1,962
. 1 2 2 29 14 16,00 3,285 47.%9 » 1,202
. 1 2 ? 246 10 10.00 236 nn . (4 ue
. ° L 0 o - o - .4 (]
. [ RE}) 28,621 26,32% 2,358,831 $00,072 $7.14 1,858,759 70 60 1,809,2) 549,608
. 3 10 1 140 .9 1.67 133 9.64 H) n
. ' 23 " 10,023 107 70.56 9218 9412 2671 3%
o .0 Ul [] o - o o .0 Q
. 12 3% 20 1.09% 249 20.7% L] 30.21 192
. 2 9?0 36 “m 1,477 50.93 3,354 $9.89 1,617
. 134 -4 ? o2 838 31.41 295 4214 35
. 0 (] Ul o - (-4 - I}
N . 13 503 129 10482 4,359 31.36 6,123 8. 0
. o ° 3 . 1 ° - ne 22.80 ]
2 32 .0 3 -3 - 1.50 © - 0
. 108 329 6 34,107 4,908 435.44 29,199 84.29 24,300
N (3 18 ? 124 201 331.50 523 4.7 Q
Pruings® 2 [ 10 R 599 138 ) 69.00 461 4610 !
MNewerpge . . o« o @ 149 27 21,818 3,318 70 28 18,460 67.62 1120
Sacsamrnto .. s | 760 3149 27n.07 14,02} . 5389 256,206 6).49 140,252
San Benito . . © 3 183 o - 182 61.00
Son Be:sirging . 11 E L 10% 13473 662 60.18 12,013 | 12201 - 4,997
SanOegd . . . . ... 14% 344¢ 2,083 193,022 12,52 12083 . 175,50% 84.18 172,945 19,47
San Framiko . . . . . 200 300 6,800 502,369 29,650 143.2% a2 416,485 105.43¢
San JoRawIn . . . . . o 17 29 116 4799 32 se.b2 3).34 4,09,
San Luls ODNPO . . . 74 200 9 R3] 3,023 44,9} $6.36 2,998 a7
e e 80 214 1,160 140,000 13,924 174.05 108.13 139,530 42
e 19 a0 m 20,574 1,800 99.17 6 0,742 11,802
e 109 552 2,554 320,144 31,661 151 49 $112.9% 270,143 42,001
T ? - 1% 106 6.3 586 NIl ,54.¢ 9 (%11
Shastat. . .. . . 33 [§3] 54 2,174 336 16 24 ' 30.3) 1,838 D%
Qhetrd L o e e ° < © o (-] - .- 0 L
SIRIYOU . . e 4 133 20 999 91 22.3% 45.40 702 2
SMHING e s . ? 14 as 8,920 s 116 &3 96.49 2,228 1.692
Sonoma Ca 9 241 18 ’.I;! 1,542 26.14 41.00 2% 2.16?7
LI PR 9 12 228 e84 2,207 52.58 52.87 L3 16,081
. Sutter ol ° 0 1 e 0 - 22,00 ] 2
Yetgd oo} . ® ° ' -0 - o
Vonly ... e 2 .8 "o o TRERLE ofy .- o o
Verbae® . 1.0 e . ? 23 2 3,366 380 02.80 2,786 | 1660 1192 2,11
Tuohmnd . . . . . Ve ? .7 [] 746 20 10.00 726 | 121.00 726 2.
2L Y L] 3} 116 10,415 1,000 1L 9.41% (1 B1] 3,341 $.004
VOO ... s Mmpon ~ 3,79 152 | 2040 sea1 | 5120 ° ERTY
Yubd c e ] ] [$) 460 - . A0 3528 L] “we
'qr € B hUar I ACRHANYOous SENAI Bl reliet and supplementat aid to catugorical sid recipients. —_
1es o ganeral resiel program ang poticy, dala in this tadie are nat wiicily comparabdle,

Nole. Becauw of @ritacpntes among count

o Data eslimated, 1epueis} not received.

\
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. TABLE 11b. GENERAL HCME RELIEFY
. RECIPIENTS AND EXPENDITUAES 8Y TYPE OF CASE
September 1971
- 1 Y
Reciplents Expenditures )
X Family cases One Famity cases © (Ine-poIon caos
County person Tota < ey iy
Cavn Persons caces Total Avorage | Totar Averige cash *ing
Al counttes ... | 2193 6561 | 52,049 16075920 | sibcees | 88511 firesn27e [s70.92  fno0r6.001 | 399803
. 108 2,926 211,2¢6 | . 2327 | ss20 203,919 | ev.69 193222 [ 17819
0 0 ° ° (] - o - "o o
‘2 s 1 1 g0 | aaso 28 | 2800 .0 - 57
a . 61 5,614 432 | 108.00 5,082 | sass 3,151 2483
° ° ] T o228 ° - 225. |- 2832 18 210 -
1 “ ° i3 15 | 1500\ o - ° T
190 508 1,422 110,163 17,688 | 9415 92,275 | saas 108,416 4,747
° ° ° ° ° - ° - ° 0
37 120 10 5,055 1,790 | as.38 3,265 | a1es ° 5,088
54 2% 137 1649 1568 | 29.04 s.081 | 4430 ° 7.649
) 2 0 21 | 2100 ] - 0 21
” 212 9 12,065 sa4) | s2:38 5,624 | 57.98 9,013 3,082
~~—~33 136 s? 3.033 1) 25.24 [ 3,035
o] 2 13 665 104 | 1156 0 663
? 13 168 10,291 s6s | 8021 9940 381
1 2 28 1,313 50 | so00 y 1,276
1 s 7 249 15 | 1s.00 0 245
° o 0 .0 o - 0 0
110 306 | 28,500 | 2,009,706 9,030 | #2090 1.541,484 | 468,262
s 1a . 2e ? 1.40 b 19
Marin .. b ‘ 1) 19 8,069 781 | 107.29 7919 150
Maripota . . ... A ° 1 10 3 0 110
o Ll L., . 13 31 1,597 196 | 29 186 3411
Merced ..o 32 126 70 4011 e | 2202 190 2,080
Modot . . . . 9 0 [ ass 220 | 2644 238 ~ 249
Mono®. . .. . o ) 0. . (] [ [ o
Monterey - . . . 94 352 1 9.043 3226 | 3430 0 9,043
pa ... . ° ° 2 166 °. - ° 166
Nevada . . .. 1 . 1 13 5.00 . 0.00. 0 13
Coange .. 137 an 332 33,408 5,670 | 4139 22,738 | #3ss 22,627 10,781
Picer . ... 9 3% 14 1113 213 | 2367 900 29 ° 1,113
Plumas oL 2 ., 12 756 105 | 5290 es1 | sa2s ° 756
Riversids . . . 43 131 28 18,729 2866 | 6665 15,663 | 56.45 1,538 AT
Swramento . .. 243 664 3,274 284,919 15,200 | 62:38 269,719 | #2238 140,598 | 14432)
$ o Benita . . . 0 o s 334 ° - 334 | 66.80 34
Sar Bernarding ' 19 134 13,148 576 | 96.00 12,569 | 9380 4,497 8,248
Sn Diegd . . * 140 490 2.037 193,820 3,904 | 113.60 127,616 | #87.34 174,605 19,215
* San Franetsco . 2308/] sool/| ev00% | 360014 272,817 {13022 532,323 | s 392,286 | 162.854
San Josaula . . 1s 0 10 3.633 9 54.28 2656 | 2415 o 1633
San Luts ObHpO 53 193 2. 7917 2927 | 8523 as90 | 6933 5,176
San Mateo . ... .. 0 192 1.260 146,390 13,831 | 167.65 132,859 1105.44 146,255
Santa Barbara .. 23 3 201 20,843 2,202 | 9953 18,581 | 66.02 8173
Santa Clara - i .78 2,624 329,269 38,077 | 16488 291,192 | 11088 292,629
SamtaCruz .. .. .. 1 < 1s 99 X 50 2.62 4,799 | asa? °
Shmta’ ... 32 134 s4 2,109 sos | 1591 1,594 | 2052 1,778
Slerrs . .. o (] ° o ] - ] - (]
Shilyou - ... ) . 2 s 18 991 30 | 15.00 961 | 33.39 s20{ / m
SolNe .. aaiean ? 18 0" 9.102 917 | 13100 8,185 | 97.4a 6760 | / 2342
Sonoma . . ... .. (1] 202 179 9,198 w2 | 22 2486 | ars2 23 9,173
Stanlsiaus . ..o .. 53 137 205 14,515 3306 | esas | 11009 3.70 ° 14,918
Sutter . . ... ... 1 2 ° t 1] '9.00 ° - ° 9
Tehams . ... ... .3 ’ o 21 21 7.00 o - 2 [}
Trly ..ol 2 10 0 157 157 | 2050 ° - 0 157
Tulsr® . .o eae et 3 6 o 3,38 | 369 | 12300 2946 | 6138 1,211 2,100
Tuolumne . . . . ... 1 2 s €17 23 { 2500 592 |118.40 592 F
Ventura . . .. ...l 1. 36 117 13,344 1218 | 8670 10120 | 8687 4,189 2,098
YO aiea 1 2 72 3,369 62 | €200 3307 | 4593 o 3,369
L2 T ° ° 12 316 ° - 516 | 4300 .0 316

Data estimated by San

ﬁzxcw&‘ miscettaneous
ote: Because of difforences among (ounn« In general rellef program and policy,

T

ruoul relict and supplemental ald to categorical aid rcciplents.
rancisco County.

* Data estimated, report(s) not reccived.
° .

aats In mll table are not strictly comparedie.

/
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TABLE 11D, GENERAL HOME RELIEFY
o RECIMENTS ANO EXPENDITURES BY TYPC OF CASE

- L Oclober 1971
Lo " N Reciplants . Capenauren
) . Famay cases Farily cows One-perinn cates Ale A -
County person Yotar " s
‘ Cowes Perons cases Tota! Average. Yot Average cah b
AN counthes . . . 2.008 san | so.se [ 329000 s195.200 ] 30220 {32.207.918] 37063 | $2.0%0.742] 3092.0%
AGmeds . ... .. 7§ o190 2067 | 213440 [X1%) 0.8 206,432 €9.59 199,015 [1X%3)
Apine . . . . ] ° o . © ] - ] - 0 .
X 2 s 2 202 108 24.00 3a| 1200 S w
. .4 . 52 4733 ase| 11230 a279] w229 2930 [X1]
Colaveras . .. 4 0n [ [} [] 223 [ - 23| 2802 1y HI
CONBI & o v o o0 oo e 14 0 @ o o - [] - ] (]
Contra Costa "+ .+« . » 169 4y 1,451 116,099 18,078 | 10s.97 90,021] 6793 130 (X113
Oe Noste . . . ... . ° -0 ° ° - 0 - ° LIS
EIDOG0 . o . v n e s 0 80 73 1662 $5.40 2,027 [ [R1]
BIewnO . . g b e e e 30 (321 152 1426 2852 6122 ° LN
[ 1 ? 1 L 2 . 4 L) * L
HUmbOIBt . v o o v e o s 193 .7 10222 3,403 $2.69 2320 nne FX 1
. impeeadt .. ... ... | T 28 s) 1) 2,798 s2a) 3900 2174 EYTY I YY)
(AYO . v v v n v e e s 2 10 1 141 52 26.00 [3 I
Reen Ll 3 2y 170 9.9 © 718 8978 9,258 230 N
KINgs oo e .o 2 2 1 €0 0. 1,430 » (X
T RN 1 s .4 Y 10 10.00 ° "
Lassen & o v o v o o0 s . (] -] © (-4 - [ (]
Loy Angeles . . . .. . 28 20 | 22,617 | 19%.802 3074 | 109.79 1,370,097 LN
Magera . e e ° ° a - ° LY
Mane L. . 1s 100 83590 sea| 7080 |- a1 m
N Marposs . PR ° o 1 20 0 - 0
Mendocino et 18 @ 28 1,090 52) 34.87 18 (¥
Merced ... 24 72 70 s, Al $9.12 4450 11
o r » 2 1 203] 2000 14 0
Mono* ° (] o ° o o L]
Monterey 110 42 130 10,167 3.949 33.90 ° FLNTY]
Napa L] [] 3 147 o - -0 w
Nevade 1 ? ] ' ? . 4. 0 )
Orange 129 43} 300 | - 0892 4,006 37.26 26,087 20579 1,01
P de 10 3N 10 93 167 16.70 796 [3 %)
Prumas T2 . 1”2 7% 10% $2.50 (13} ° Y
Riverside . ‘59 202 29 24,502 3,027 4.86 1,643 22,000
Sacramento 207 ”2 3278 202,091 12,043 39.39 140,078  1e20n
San Bemito . . ° 0 1 : [3i o h 0 o
San Uetnagdino . . . . ? 30 128 12,980 - 269 O 12,711 463 [ %
San Okeo™. . . : 129 423 1,996 180,673 16,524 ] 11347 166,131 18,
San Francisc 20004 asoR  sesoR] s 2re 19548 | 142.74 [T
San Josnuin . . . . ) 7 7 4,556 1,333 52.9¢ o O
San Luis Obispo . . . 1 244 5,023 AL w22 EXTTY 1
San Mated .. ... - 79 180 1,457 146,543 12562 15001 146,400 1.]
Sants Barbard . . . . . 20 9 311 20, 2,426 | 12130 10,666 10.08
SantaClard . ... .. 227 €29 2,709 335,045 33656 ) 14026 299,043 .00
santaCruz . . ... 16 (1] . 3,429 53 69.12 o
SMIMA L it e e 13 s 51 2.5%) s19| a2 2.1e8 "
Coeid . e a e e e L] ° [ o L3 3 ]
SUMIYOU . ¢ b e e e 4 n 13 . 437 3 '} a2 s .
MO e ’ 14 [ 8,494 53| 12180 7,641 6708 (R
SONOMA L e 50 147 176 206 1,162 2324 r.086 » wn
Stanivsus | - N a3 118 199 I 2981 €6 24 11,085 [ 14.049
Sutier . . ... 2 . 0 1 1 900 o 0 ]
Tetama . . ... . ] 3 ] ‘s 3.00 n2 1 [}
Trinty . ? 10 o 0 . a0 4000 v (]
Tulace . . . . 12 [ a4l sce 962 3063 ani 1.903
© Tuolumne - o [ ] a ° a4 a“y r
Ventuia . - 18 82 1n 11,435 1,843 | 10239 9,992 sele ENTY
YOI e e 3 1 [1] 2.0 1] 2262 EX 3] ° aen
2 ° ° 14 13 o % ° [N

27 Excludes micellaneous gensed) relief an0 wpplementsl did tO calegorical 3ld reciplents.
R/ Oata estumated by San Funaxo County.
Note. Because of Gil1arences IMONY COUNLIes in panersl retiel Drogram and policy, Gats in this Labie ars nol striclly comparabie,
* O#a c3timated, (4pori{s) NOt received. : .
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, N . TABLE 110, GLNEHAL HOME RELILFL! :
- ‘RECIPIENTS AND EXPENQITURES BY TYPE OF CASE
Navember 1971
Recipiants ’ Expenditures .
Family caies One Family cases One-person ciwes Alg o -
County . X . person Totat A 1 in m
Cotes Persons caet - Total Avcrage Total" Average cash . king
Aticounties ", .. [ 293 7,951 | 50,835 (83,795,233 | s188.392 | ssoes [srcos.mas | 42132 [s2.90a.580 | sevoses
Alameds . . ... 2 191 2997 216,193 72635 | 9311 | . 200,558 | 6959 202,492 13,701
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Average Number of Persons Per AFDC-FG (Family Group) Case
December of Each Year, 1965 Through 1971

Average No. Persons Persons Cases
- Perxr Case
December 1985 - 3,88 497,511 - 128,105
1966 ‘ 3.84. ” 585,707 152,409 .
1967 " 3.75 : . 646,543 172,478
1968 . 3.66 774,788 211,527
1969 - 3,55 964,593 - 273,878
1970 ' 3,40 . 1,238,422 363,989, .
1970 - 3.29 " 1,273,241 386,465

Source: State Department of Social Welfare
’ Management Information Systems .

‘Public Assistance Caseloads and Expenditures
‘ {Monthly Report) ;

STATEMENT OF Hon HERBERT FINEMAN, SPBAKI:B, HoUsE oF Rnpasswmnvns,
COMMONWEALTH OF PENNSYLVANIA

Approxlmately a year ago, I submitted a statement to this ‘Honorable Commlt-«
tee when it was then considering the President’s Family Assistance Program.
At that time, I endeavored to indicate the measure of the impact on the states
- of the proposed Federal legislation concerning welfare. Because of this impact
upon the states, I firmly believe any Federal legislation should be approached
. 6n a reasonably reciprocative basis befwen the states and Federal Government.

I think it is incumbent upon state officlals to make known what affect your
proposals will have on their respective state governments. I am grateful to you, .
therefore, for this opportunity to state the views herein contained.

May I initially state that although I am solely responsible for thig statement, '
the views expressed are in essence the views of officials of the Commonwealth
_of Pennsylvania. After HR-1 passed the House of Representatives, representatives

of the Pennsylvania House and Senate, the Governor's Office gnd the Pennsyl-
vania Departments of Public Welfare and Labor and Industry reviewed the
provisions of the bill and developed a consensus position on recommendations to
be made for amending the proposed legislation in the U.S. Senate. Therefore,
while the following comments are mine, they also represent the thinking or,
the top government officials of the Commonwealth of Pennsylvania.

Although there are a total of fourteen suggested revisions to the House bill
that I would like to offer, I will address myself at this time to only several of
::the c:;tx-loposals which are ‘of more important consequence to Pennsylvania and

8 zens

HR-~1, as it passed the House, makes state supplementation of welfare pay-
ments optlona] I can’t help but belleve that this is a grievous mistake. Knowing
my fellow legislative leaders and the Governor of the Commonwealth, I can



- year. It is our .recommendation that this sum be increased, at the very least, to
© $3,000 a year. The establishment of such a low floor on the Federal payment

" assure you that the idea of reduclng payments to public welfare reciplents would

be most repugnant to them. Despite this, however, I_would have to state that .
legislative leaders and the Governor of the Commonwealth during periods -
of extreme financial duress, could be forced into a position of seriously contem-
plating welfare reductions. I would much prefer that the Federal law not make
such & potential consequence possible. ‘

I assure you this is not an idle or untounded apprehension. 'I‘hls can become a
reality and in fact came close to being a reality in the State of Pennsylvania.

". A little over a year ago a former Governor of the Commonweadlth, in an effort to
‘balance the Staté's budget without a tax increase, recommended to the General

Assembly that the general assistance payments in the State be reduced by 75%.
Along this line, recently the State of New York announced a 109 across-the-

- board mductlon in welfare payments. Again, this was brought on by severe

financlal problems in the State of New York. I do not belleve that the law -

" should be 80 constructed, either state of Federal, that the poor people -of our
~soclety can become the pawns in political hassles during a severe financial erisis.—: -

HR~1, also calls for a Federal base payment for a family of four of $2,400 a

would be a consclous penalty to those states, like Pennsylvania, who have made

_an effort in the past to have a reasonably decent public welfare program. With a . ®

Federal base of $2,400, the benefits to-the State of Pennsylvania would be sig-
nificantly and. practically non-existent. There is just no motivation for Penn-
sylvania to support such a rate.

If one of the purposes of this Bill is to give financial relief to the states, it
fails dismally in this goal in the Commonwealth of Pennsylvania. Figuring the

. benefits at the very possible maximum and giving the proposal the benefit of the

doubt, the most Pennsylvania could hope to realize would be a $30 million dollar’

.saving. This Is compared against approximately $1,000,000 that the Staté expects

to spend this year on public welfare. This simply cannot be viewed as’ signlﬂcant
or meaningful fiscal relief. . . -

T would like to endorse af this time, as a basi¢ goal of this Bill, the phased,
full Federal take-over of welfare -costs for all categories. I am sure there are
different processes by which this could happen, and I express no strong views as
to the mechanics to be employed in implementing this takeover. However, I do ,
find Senator Ribicoft’s proposal on this matter to be highly acceptable. You are
aware, I am sure, that the Senator recommended an increasing percentage of
Federal assumption of welfare costs over a four or five year period until which
time the Federal Government had assumed 1009 of the financial responsibility..
I further endorse the Senator’s recommendation that this Federal assumption be
based on the federally established poverty level. '

The restrictions in HR-1, on the Medical Assistance Program, are completelv
unacceptable to the Commonwealth of Pennsylvania. Whereas, the purpose of

" HR-1 is to give financial relief to the states, the title on medical assistance would

cost the State of Pennsylvania approximately 12,000,000 additional dollars the

first year and approximately 20,000,000 dollars the second year of the program. ... ... .. _
These limitations on skilled nursing care, mental hospital care and intermediate -

care would have an injurious effect not only on the State but on the citizens who

" would be put under a time limitation as to how many days they were permitted

to be {1l
HR-1, as it passed the House, has a rather unusual administrative mechanism
for carrying out the purposes of welfare reform. The Departments of Labor and
HEW are assigned similar responsibilities and would be required to perform the
same services for welfare recipients depending on whether a family has an em-
ployable person. In other words, a family without an-employable person would -

. recelve thelr soclal welfare assistance and services from the Department of HEW

or it state counterpart. If a family has an employable person, that family would
receive its public welfare assistance and services from the Department of Labor
or its state counterpart. This would result in-having two parallel governmental
agencies performing the same function. It just simply cannot be justified for our
Penncﬂivanla Department of Labor & Industry to set up the same bureaucratic
mechanism and hire a staff of social workers to perform the same functions
which Pennsylvania Department of Public Welfare is already properly equipped

" to handle.

l see nothlng wrong ‘with the Bill requiring that employable persons be reterred
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‘to the Department of Labor & Industry for training and enﬁ)loyment; but I can

see no advantage whatsoever for that Department to provide for welfare assist-
ance and services. Even {f the Labor Department would sign an agreement. for the
Welfare Department to perform this function, no advantages acerue in placing
the legal responsibility on the Labor Department, )

One of the very big defictencies in the present Bill is its silence on childless
couples and single persons. They are excludéd from any coverage in HR-1, It

would be my recommendation that this oversight be corrected and a category,

which is known as General Assistance in our State, be made part of the Federal

Welfare Program. In addition to the above suggestions, I would like to list some
other proposals that the Commonwealth of Pennsylvania is most desirous of
having incorporated in the legislation in question,

The poverty level, which would be .used to determine assistance level, should
be redetermined annually to reflect changes in-the-cost of 1iving. The provety level

.should not be-frozen—at an amount that is specified by law. Updating should

require amendment of the law. : ,
Reality would require that if we are going to have national standards on public

. welfare, we must also recognize that the cost of living varies between different .
" regions in the nation and that there should be adjustments in payments between"

those regions. .
H.R.-1 presently provides that recipients could be required to accept employ-
ment, at a pay level which is no more than three-quarters of the Federal minimum

‘wage. This is completely unacceptable and is inconsistent with other Federal

laws. The Bill should not require eriployment below the minimum wage. * :
~ The provisions in this Bill to establish 200,000 public service jobs is in-
signgﬁcant, and this provision should be expanded considerably, to a more realistic
level. . o : .
The day care provisions are also extremely unrealistic and the provisions in

_the Bill for 875,000 day care slots should be increased by at least three fold.

There is no provision in the Bill to protect a potential recipient in the event

that there are no day care facilities, training or employment opportunities avail-

-able. No one should be denied benefits because of the lack of such facilities for

which the recipient cannot be faulted. A

Federal courts have already stated that residency requirements for welfare
recipients are unconstitutional and such requirements in HR-1 should .be
eliminated. B

Regarding the goal for full Federal assumption of public welfare, we would
like to see the Bill provide protection for the rights of all employees who are
presently employed in state and local welfare programs. .

I cannot stress strongly enough the importance of welfare reform to the states
of this nation. I would like to urge with all vigor that it is a critical need for the

states to have help in public welfare just as quickly as possible. We, in state -

government, have been undeér the gun to take a more responsible position in"
solving our domestic problems such as education, housing, transportation, pollu-
tion, ete. I want to assure this Committee that the legislative leaders of the State
of Pennsylvania accept that responsibility, but we-must-have your help to fulfill
it. If the U.8. Government will move toward a complete welfare reform which,
will include full Federal assumption of the welfare program, the states will be
able to do much more toward the above-mentioned problem areas and to provide
heavier financial assistance to their cities and municipalities, which, in like
turn, should relieve considerably the pressures upon the Congress from the
cities for urban aid. If you will help us help ourselves, you hopefully will be
relieving yourselves of considerable pressures for Federal assistance in the future.
Thank you. I appreciate this opportunity to have submitted this statement.

'
Y

STATEMENT OF HoN. K. LERoY IRVIS; MAJORITY LEADER, PENNSYLVANIA HOUSE.
- - OF REPRESENTATIVES ‘

Mr. Chairman and members of the Senate Finance Committee, }\an@~ both
pleased and honored to be.able to present to you the following statement.

I know this committee of senators-has heard all types and kinds of testimony
concerning the effect of,HR-1 upon the various states. To a good bit of this testi-

" mony I will subscribe and a large part of it I can endorse; and I will speak

about some of it later. However, my immediate concern is not the government of
the Commonwealth of Pennsylvania but rather its citizens.
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I would also like to preface my comments in an effort to put my statement into
context. We have made an effort in the Commonwealth of Pennsylvania to ana-
lize HR-1 in terms of the effect the bill would have on the Commonwealth and
its citizens. A committee .of people representing the Pennsylvania House and
Senate, the Governor and two executive departments, Welfare and Labor and
Industry analyzed HR-1 with the purpose in mind that concrete and specific
suggestions would be made for amending the bill in the United States Senate.
The comments I will make will be consistent with this concensus position, which
"has been agreed to by the top elected and appointed oﬁlcials in the State of
- Pennsylvania. .

HR-1 presently freezes welfare benefits for the next five years. This is terribly
inconsistent with reality. It completely eliminates consideration of the condition
of life some of our more unfortunate citizens must live. Even if the President’s
anti-inflation program should be successful, there is bound to be an inflationary
process taking place, at the rate of af least 2 to 3 percent a year. I believe the
President has indicated that he will consider his program successful if he can
hold the inflationary spiral to 3 percent a year. Therefore, in actuality HR-1
would call for at least a 3 percent annual decrease in benefits to. welfare
reciplents, Of course, at this point those who are critically suspicious:of the
whole public welfare program could charge that there are too many ineligible
people ‘'on the welfare rolls. Even if this were true, which I seriously dispute, I -
ask you, do you want to penalize those unfortunate citizens who are legitimately
on the welfare rolls by reducing their benefits because of a statutory freeze.

It is my recommendation, therefore, that all such assistance benefits should be
subject to cost-of-living increases to be implemented at least on an annual basis.

One of the concepts that we in Pennsylvania have endorsed wholeheartedly -
both in the President’s proposal and in the language of HR-1, are national stand-
ards for both eligibl! ty and benefits. Although we do endorse national standards,
I think this can only »e effective if we recognize the fact that there are différent
" cost-of-living levels in different regions within the United States. I think it is
rather obvious to-most of us that a family is probably a little less economically
deprived on $2,400 or $3,000 a year in a rural parish in Louisiana if compared
to a $2,400 or '$3,000 income in the cities of either Pittsburgh or Philadelphia.
Having regional differences of benefits will not be an insurmountable administra-
tive problem. I think the United States Government has more than ample data
available to it to support such differences. '

I am sure that most of you are very much aware that HR-1' presently allows
employment at three-fourths the federal minimum wage. In fact, it not only
allows for sub-minimum pay but would require a welfare recipient tb be willing
to accept sub-minimum pay with threat of losing benefits if refused. It is incon-
ceivable to me that the United States Government could on the one hand estab-
1ish an absolute-minimum value for human labor and on the other hand ignore it.
I can tell you precisely the psychological effect that such an inconsistency wilt
. have upon a wefare recipient. A large number of welfare recipients have prob-
" lems concerning their own self-esteem and self-value, and with a policy such as
this, this will only emphasize their feeling of being some kind of inferior human
being. I believe it is the consensus of opinion of almost everyone that the present
-welfare system has been self-defeating. This has come about because the system
has forced recipients to consider themselves inferior and therefore destroyed
. their ability to become self-sufficient citizens. The provision in HR-1 requiring
" recipients to work for sub-minimal pay will cause the new welfare program to -
be selr-defeatlng in the same manner as the present program. I can only state
with all the vigor-at my command that this is the worst possible method to
-reduce the welfare rolls. Our job is to give these people some self-esteem and
feeling of self-value—not take it away—so that they will believe that it is within
their power to elevate themselves. If there is any one thing in HR~1, as it is
presently written, that I have to say is totally and completely repugnant to any
sense of decency or propriety, it is this requirement that welfare reciplents would
have to be willing to work at a sub-minimum level of compensation.

I, therefore, recommend as firmly as I can, that HR-1 be amended to state that
no one would be required to accept work below the federal minimum wage as a
condition for receiving benefits.

HR-1's provision to provide approximately two-hundred thousand public serv-
ice employment jobs is begging the Issue at best. I am in no way implying that I
oppose public employment as a step in the process of making everyone self-sup- -
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porting, but two-hundred thousand; is meaningless. If this is not increased at - -
least to approximately one-half million jobs, it will not be of any particular sig-——
niticance. On public service employment, there is an aspect of this that worries me
considerably and has worried me since the passage of the Emergency Employment-

Act of 1971, How much the public employment provision in HR-1 worries me
“-depeuds on how similar it is to the Emergency Employment Act.provision. Under

after a certain period of lower- unemployment ‘the federal funds for the- program

can be withdrawn from the state or locality, which means that those people who

have been holding jobs underwritten by the federal funds will again possibly find

‘themselves unemployed. This process that we have been following in the last

years of starting to help poor or under-privileged people and then suddenly

dropping them has led to a horrible cynicism on the part of the under privileged.

This cynicism makes it extremely difficult to motivate and lead these people to

more positive attitudes toward life. I would ask you to.review the provisions of

* HR-1 on public employment both from the standpoint of expanding its provisions

and toassure that it is intended to help and not damage. :

As we are all well aware; the very core of any welfare refdrm program should
center around the children who are caught in the welfare trhp. The self defeat-
ing aspects of the present welfare program are no more evident than they are
" with the children of mothers who find it necessary to receive welfare. It is not’

dificu'* at all to obtain supporters for a day care program, which would permit
mothers who are receiving welfare to obtain employment and leave the welfare
rolls. However, what is much more important than just providing custodial care
for children so the mothers can work, is the providing of-developmental programs
for the children. A comprehensive child welfare program, providing education,
health and medical care, nutrition and positive social outlets in order that the
children will have a fighting chance to develop into self confident and productive

- human beings is an absolute necessity. In lieu of the provisions of HR-1, I would
recommend the program that was included .in the OEO extension bill whlch the
'President vetoed. At the very least, I would recommend that Senator Ribicoff’s
proposal be accepted whereby the money provision of HR~1 for child care be in- .

- creased from $700 million to $1.5 billion.

The big issue that has provided the motivation for welfare reform has been a
mythological issue whereby the average taxpayer feels that the average welfare
recipient is a lazy bum, and will remain a lazy bum and on welfare unless he is
‘provided with some pretty hard-nosed incentive, to get off his duff and get working.
For those who believe this myth as being gospel and accept it as an absolute truth
in our society, I will make no attempt to convince otherwise. I am sure. they have
heard every argument which 1 am capable of mustering. They have heard all
of the data ; they have been told all of the realities ; and they choose to believe that
. the average welfare recipient is still what t.hey thought in the first place—a
lazy bum. Accepting the fact that a large number of our population and also a
large number of our elected public officials accept this myth, I am prepared to
agree, especially in light of the recent passage of the Talmadge amendments to
the Social Security Act, that HR-1 will have to include some provision requiring
a welfare recipient to register for work and/or training. I find this requirement
repugnant among other reasons becatise it was built upon a myth that fact can-
not seem to destroy. As I am prepared to endorse the consequence of this myth,

. T would like to ask you to consider the adininistrative reality of what this require- -
ment calls for. This means that there will have to be many, many more social
workers, job counselors, education counselors and day care attendants. This is
fine. I don’t disagree with the concept that the public should provide technicians -
to assist low income people, but what I am saying is that I doubt very much that
éither the Congress of the United States or the legisiatures of the various states
are going to be willing to appropriate any where near the necessary funds to
provide all of these necessary employees. Considering that this is probably a
better than even possibility that all of the necessary functions will not be financed, .
we will have to admit that a lot of welfare recipients will not be placed in traln-
ing and will not be placed in jobs. It is my recommendation that these people be
protected in the bill from a loss of beenfits because of the absence of training or
employment in their local area. I am requesting that language be written into the
bill that would prohibit any state or locallty from denying beneﬂts to any indi-

'
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" vidual who is unable to participate in either training or employment through no

_ fanlt of his own. No fault would be interpreted as the lack of suitable and avail-
" able training or employment within a reasonable distance from his home. Avail-

ability of transportation should be a consideration in making.this judgment. The

lack of day care facilities should not be used to_deny a recipient benefits.
I would like to follow through on the requirement in HR~1 that would eventu-

- ‘ally require the mothers of pre-school age children to register for work or train-
_- ing. As a human being, T find this repugnant beyond belief that we can. be so

unrealistic as to separate a mother and a baby during one of the most critical
° periods of time in a child’s growth, The Talmadge amendments to the Social
Security Act recognizes this and does not place mothers of children under six in
a forced work situation. Psychiatrists are now telling -us that the emotional
patterns of later life are fairly well established in the first few years of one’s
existerice, They further tell us that these emotional patterns to a large deégree
depend on how much physical coddling and physical attention based on love the
child received in its first few years of life. My friends of this committee, it is not
' my intention to wave a flag of motherhood before you, but I am citing to you what
to my understanding is scientific fact. I would like to see the bill amended so as

not to require any mother. with pre-school age children to register for work or

training.

I would like to take this opportunlty to endm se a couple of recommendations’

that were recently made by Governor Sargent of Massachusetts, Governor Shapp
of Pennsyivania and a number of other Governors. I wholeheartedly endorse
their suggestion that HR-1 have a basic floor of $3,000 a year for a family of
four. I also endorse their recommendation that no recipient should receive less
than he would have received under a combined program of tood stamps and wel-
fare payments under the existing programs.

Following, I would like to leave with this coimmittée a very brief. outline of -
suggestions for amendment to the bill that would improve ‘its administration from -

the viewpoint of the State.
HR 1 should be amended to make State supplementatlon of welfare payments
mandatory at least u SWo the level of: their present benefits. To permit a state to

- the political process in the states.

I wholeheartedly endorse the concept of full federal assumption of all welfare
categories including state general assistance programs. I can endorse the proposal
made by Senator Ribicoff to have a phased federal takeover in a 4 to 5 year
period. This federal assumption of federal welfare benefits should be based upon
the federal government’s poverty level criteria.

I am very much opposed to the restrictions in HR-1 on the medical assistance

‘program. The limitations this bill would place on skilled nursing care, mental -

hospital care and intermediate care would be fiscally injurious to the State and
inconsistent with one of the purposes of this bill to give the State fiscal relief.

Under HR-1, as it is presently written, welfare services and assistance will be
provided both by the departments of Labor and Health, Education and Welfare
and their state counterparts, I think this would be very bad law and I think the
responsibility for public weifare should be lndged with a.single government
department.

I have submitted this statement with the expressed purpose of addressing my-
self to the human aspects of HR-1. I am not unaware that when one addresses

himself to the human aspects he runs the risk of the charge of “do-gooder” or a

“bleeding heart”. This risk I have taken wilfully and knowingly. I have taken

- this risk and I am willing to be called a ‘“‘do-gooder” or a “bleeding heart”, but

what is more important is to get these people off the welfare rolls if it is possible
To this goal I will stand shoulder to shoulder with the most conservative person
in the United States whose ambition it is to remove all people from the welfare

rolls, I can think of nothing I would sooner do. I can think of nothing I would'

rather see\happen That is why I have spoken on this matter. I see some aspects
of HR-1 that would be self-defeating and I with everyone else would like to see
_welfare reform be successful. I would like to see all of our citizens self-supporting
‘and off the welfare rolls;.and I can sincerely say that everything I have com-
mented on has that goal in mind.

Are there any among us who are not concerned about the poor? Of course not
Is there anyone who doesn’t care? I doubt it very much. My on]y desite is to

ould both be dlsastrous for the welfare reclpient and to.
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challenge all of us to direct that concex‘n and care into a welfare reform program'

that will not be self-defeating. Let us help people get off welfare—not trap them

intoan eternal hell of welfare.

* WISCONSIN LEGISLATURE,
" SENATE CHAMBER, .
January 31, 1972

“~Hon: Rvssm.x. B. Long,

Chairman, Senate Committec on ‘Finance, - ‘ . ':_‘_v_
U.S. Congress,

" Senatc Ofice Building,

DEAR SENATOR LoxNa : Upon direction of the Wisconsin Legislature we are trans-
mitting a copy of Senate Joint Resolution 19, memorlalizlng Congress to enact
federai legislation authorizing state public assistance programs to use vendor
and voucher payments in certain circumstances.

This Joint Resolution was adopted by botl}Houses of the Wisconsin Legisla-
ture and expresses its teelings

Sincerely yours, . B
: WILLIAM P. NUGENT,

Senatc Chief -Clerk.
Enclosure. . ’ .

Tm: STATE OF Wxsco:v sm-—1971 SENATE JOINT Rssowmow
ENROLLED JOINT Rnsowrmn

Memorializing congress to enact federal legislation authorizing
state public assistance programs to use vendor and voucher pay-
ments in certain circumstances. -

Whereas, state administration of a public ‘assistance program should recog-
nize two basic objectives, first, the desirability of delegating some measure of .
moderate control to the local governments dispensing. such assistance, and
second, the necessity of taking into account the real difficulties encountered
in adm.lnlsterlng assistance cases w here there is a demonstrated mismanagement
‘or misuse of funds; and )

Whereas, in an attempt to meet the latter objective congress has heretofore
enacted sections 603 (a) (5) and 608 (b) (2) of the federal soclal security act,
which provide in part that aid to families with dependent children may include
payments in behalf of any such children made either to another individual con-
cerned with the welfare of those children or to a person furnishing food,
shelter, or other goods, services or items to or for them, provided that .the
number of said individuals or persons (who are commonly referred to as
*protective payees”) do not exceed 10 per centum of the number of .other recipi-
ents of ald to families with dependent children in the state for any particular
month; and .

Whereas, other sections of the social security act relating to the adminis-
tration of public  assistance require an unréstricted money payment unless.
the assistance agency has first provided the opportunity for a hearing to deter-
mine that the public assistance recipient is incapable of handling his funds,
and only then may the agency appoint & protective payee ; and .

Whereas, the protective. payee system has proven completely unworkabl be-
cause local welfare directors find it difficult if not impossible to find persons
willing to serve as protective payees; and

Whereas, as of January 1, 1971. Milwaukee county alone had 1,259 active
cases in which there had been a demonstrated mismanagement of funds pri-
marily because of failure to pay rent or utilities; and

Whéteas, in certain cases under the federally subsidized program of ald to -
families with dependent children (AFDC) where there has been demonstrated
mlsmana%ement of funds, the local welfare department often finds it necessary .
! to authorize a'double payment for rent and utilities after the first payment made
from AFDC funds has been misspent, with the second payment coming from

strictly county funds; and
Whereas, failure to authorize federal funds for vendor and voucher payments

made to AFDC recipients forces the state to assume an unfair burden in financ-
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ing public assistance cases where mismanageinent of funds hQS'been demon-
strated ; and o - .
* Whereas, the unrestricted money payment.requirement causes problems for

‘both the public and private assistance agencies because some AFDC recipients

presently misuse the public funds given them for special needs, such as furhiture

-and then proceed to obtain these special needs items from private agencies; and

_ Whereas, this situation results in a waste of public funds and depletion of
the resources of private agencies ; and - '

Whereas, the practice of prohibiting voucher and vendor. payments to AFDC

reciplents is neither economical .nor equitable for state and loesal agencies,

administering federal assistance programs; and

- --Whereas, as stated in the second paragraph heréof, the congress of the United

States has already establislied the-legislative precedent for_a 10 per centu,m_,ﬂ'

formulg of restricted payments in AFDC cases; now, therefore, be it
Resgolved, By the senate, the assembly concurring, That the legislature of the
state of Wisconsin urges federal .legislation to permit a' county government

or its welfare agency administering federal assistance programs to authorize - |
-the following two-fold limited voucher and vendor plan in granting aid to fami-
."lles with dependent children, without the loss of reimbursement of the federal

share of such aid: 1st, to dispense grants of aid to all new AFDC recipients
in the form of vendor payments and vouchers for commodities for an initial
period of up to 120 days wherever it is feasible to do so, provided that the num-
ber of new reciplents getting restricted payments do not exceed 10 per centum
of the number of other AFDC recipients getting assistance from the same county
government or agency for-any particular month ; and 2nd, to give aid to families
with dependent children, as provided in section 49,19(5) of the Wisconsin
statutes, in the form of supplies or commodities or vouchers for the same, in

deemed advisable by the county welfare director dispensing such aid as a means
either of attempting to rehabilitate a particular person having the care and
custody of any such children or of.preventing the misuse ot mismanagement

. by such. person of aid in the form-of money payments, provided that the number of

such persons getting restricted payments do not exceed 10 per centum of _the

. number of other AFDC recipients getting assistance from the same county

government or agency for any particular month; and, be it further

Resolved, That duly attested copies of this adopted resolution be immediate-
ly transmitted- to the secretary of the federal department of health, education
and welfare, the chairman of the finance committee and the secretary of the

senate of the United States, the chairmaf of the ways'and means committee and -
~ the clerk of the house of representatives of the United States, and to each

of the 12 members of congress from this state, -
: - - ‘ WiLrIAM P. NUGENT,

Chief Clerk of the Senate.
. S TroMAS P. Fox,
' Chief Clerk of the Assembly.

STATEMENT PREPARED BY STATE REPRESENTATIVE ARTHUR L. BUCK, WYOMING,

NATIONAL LEGISLATIVE CONFERENCE TASK FORCE oN HUMAN RESOURCES
! © ENACTMENT OF H.R. 1 '
If is the consensus that it might be better to defer enactment until pilot pro-

lieu of money, asa type of remedial care Whenever the giving of aid in such form is g

grams in a few states, both sparsely and heavily populated, to determine merits

".of the program before adoption nationally.

. There was general concurrence with the statement of objectives for true welfare
1. It must discourage family breakup and foster family unity ; :
© 2. It must prevent cheating and dishonesty and when this falls, detect it
and deal firmaly with it ; ’
"8. It must reward éfforts at self-help rather than rewarding idleness among
the employable ; and ] i
4. It must provide adequate child care services for children of low-income
working mothers and mothers on welfare, . - "
Since there is considerable variation among the states in welfare volume and
extent of services, some latitude should be left to the several states in adminis-
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tration of the program. (Oniy 3% of Wy oming 8 population, approximately 8,000
persons, are on welfare.)
National mimmum iricome standards

In view of inflationary developments, there is an obvious need for upward

adjustment, at least to the level of that proposed in H.R. 1. (Wyoming presenti)
altows $104 monthly for individuals and $178 for couples.) -

Fiscai relief or fiscal protection for States ' ' S o

States should have federal relief in the proposed program of national coverage
In deference to the new residence requirement as determined by the courts. At
least the states should have no additional liability. .

Financiel incentives to work, or income disregards

Incentives should be retained. {The first $30 and one-third of additional income B _

are permitted in Wyoming.)

Work requirenients and suitaby ity of work

Should be determined by the individuai state, depending on nature of relief
rolls and availability of opportunity. (In Wyoming, opportunity is limited; both
in the private and public sector. Retraining, aiso expensive, is essentinl in many
' cases.) : . .

Federal- State administrative 1esponsibamzea and ophona

Federal Regulations as a rule are not flexible enough to meet requirements of
individual states. (Wyoming has no large urban areas which may be eligible for
impact: programs.) o
Day care and child development services

Is needed at low income level when pay of parent does nolq compensate for cost
of child’s day care which in many cases is inadequate and! not socially to best

- -interest of the child. (Child care centers in Wyoming at present are inadequateiy

regulated.)

Welfare admimstratwc procedures
Procedures should be implemented by, in addition to interview, validation of
statements invoiving checking vsith various federal social security and tax
. information sources.
In addition, a deserting parent \vould be obligated to the United States for the
amount of any federal payment made to his family less any amount that he
actually contributes by court order or otherwise to his family.

State role in adhainistcrmg—manpower, child care and supportoive services in the ~

opportunities for families program for employable recipients
Administration should be left to the states without the involvement of the Labor

"

Department. Local agencies are more familiar with recipient needs in relation to -

actual working conditions and pay scales. (Employment is frequently limited to a
short work week so that the employee does not qualify under existing statutes.)

State administered social services

The concept of an “‘open-ended” approﬁriation should be restored eiiminating

the ceilings as provided in H R. 1.

SoutH .i ERSEY CHAMBER OF COM MERCE,
Pemwauken, NJ., December 1, 1971.

: Re Soclal Security Tax—Provision of H.R. 1.

Hon. RusseLL B. Loxag,
Chairman, Senate Finance Committee,
U.S. Senate, Washington, D.C. .

DEear SENATOR LoNG: On August 5, 1970 the South Jersey Chamber of Com-
merce wrote you to express its views on H.R. 17550, a Social Security bill then
under consideration by the Senate Finance Committee. We favored Social Secur-
ity benefit increases but opposed automatie beneﬁt increases and the method of
firancing the automatic increases.

Fortunately H.R. 17550 was laid to rest and indeed we are grateful for the
sound judgment that prevailed in the 91st Congress which prevented its passage.

°
i
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Congress did, however, increase Social Security Benefits and in fact over the
past two years benefits have increased some 25%.

We are back again, Senator, to solicit your support for the defeat of the Social
Sg_}mrlty Provision of H R. 1 which passed the House of Representatives June 22,
1971

Our organization opposes the Social' Security Provision of H.R. 1 which pro-

vides for automatic benefit increases bécause of the alarming additional taxes to

" individuals and thetr employers.

President Nixon’s Tax Reform Program proposes an increase in the individual
iucome tax exemptions for 1972 and the enactment of the reierepce tax would

off-set net tax relief for the middle class citizen.

It would burden American Business with addltional costs making it difficult
to compete with foreign competition.

If the measure is enacted it would establish a dangerous precedent and those
bn welfare, unemployment compensation and State and local pensions would also
demand automatic benefit increases. Again this would require substantial amounts
of taxpayers funds whether from the State or local source.

The South Jersey Chamber of Commerce represents over 600 businessm who

. employ in excess of 100,000 and we urge you to work for the defedt of the Social

Security Provision of H.R. 1.,

Thank you for the opportunlty of expressing our views to you on this vitally .

lmportant matter. | . . }
Sincerely yours, \ A
V\A'rn"AN LEv, President.
! o
" AMERICAN BAR ASBOCIATION,
SECTION OF ADMINISTRATIVE LAW,
Chicago, Ill., January 17, 1972.

Hon. RusstLL B: LoNo, - A
Chairman, Committee on Finance, - -
U.S. Senate, Senate Office Building, Washington, D.C.

DEar SENATOR LONG ¢ The Committee on Hearing Examiners of our Section has
brought to my attention Section 2031(d) (2) and 2171 (d) (2) of H.R. 1, presently

" pending before the Senate, proposing amendments to the Soclal Security Act.

These are not consonant with the intent and policy of a resolutlon adopted by the
Coundil of the Section of Administrative Law. .

The particular aspects of the bill'which concern us are those that provide that
the Secretary of the Department of Health, Education and Welfare would be au-
thorized in his sole discretion to appoint persons to act as Hearing Examiners
in Famlily Assistance Hearings and others, without requiring such persons to
qualify as Hearlng Examiners under the Administrative Procedure Act, 5 U. S.C.
551 et seq.

In view of our Council’ posluon. it is the policy of the Section of Administra-
tive Law of the American Bar Association that the appointment of such Hearing

Officers by ‘the Sceretary would not promote the purpose of the Administrative .

Procedure Act, and consequently, Congress should grant such authority to make
appointments of qualified persons only on condition that the Civil Service Com-
mission {8 unable to provide the Soclal Security Administration with a large
enough number of persons qualfied for, and willing to accept, appointments by the
Social Security Administration as Hearing Examiners under § U.S.C. Sec. 3105.
Very tmly yours,
MiILTON M. Omow,
.Chairman, Section of Administrative Law.

JoINT Sm'musn'r OF AMERICAN Gnmormc'nc ABSSOCIATION AND Inmnmnomr.
OBmormc'rons ASBOCIATION

(Jolntly submitted by: Dr ‘John L. Simons, President, American Chlropractlc
Association; and Dr. William S. Day, Presldent, International. Ohlropractors

Assoclation)
. SUMMARY OF CHIROPRACTIC posmon

-1, H.R 1 should be amended to includé chiropractic benefita tor Medlcare bene-
ﬂclaries This can be accompushed by deleting Section 278 of H.R. 1 and sub-

“
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stituting Section 205 of H R. 17550 (91st-Cong., 2d Session) as passed by the
Senate in 1970.

2. No further study of chiropractic (as proposed by the House bill) is necessary,
since the existing data among the States medicaid programs fully justifies chiro-
‘practie inclusion in Medicare,

3. The States are requiring the inclusion of chiropractic services in commereial
health and accident insurance policies.

. 4, Industry is providing chiropractic benefits in health programs for its em-
ployees and retirees. , )

INCLUSION OF CHIROPRACTIC BENEFITS IN MED_ICABE
Chiropractic urges this Committee to delete § 273.of H.R. 1 (pp. 28041) which

provides only for another study, and substitute in its place the language which

this Committee previously -adopted in 1970, under identical circumstarnces. Spe-
cifically, we urge you to adopt the language of Section 205 of H.R. 17550, 91st

~?ongress, 2nd Session. which would directly include chiropractic services. as
- follows:

“(a) Section 1861(r) ‘or (4) of the Soclal Security Act...is further amended
“%1) striking out ‘or (4)’ and inserting in lfeu thereof (4)‘ and
s “(2) inserting before the period at the end thereof the following ‘or (5) a
chiropractor who is licensed‘as such by the State (or in a State which does
not license chiropractors as such, is legally authorized to perform the serv-
ices of a chiropractor in the jurisdiction in which he performs such services)'.
and who meets uniform minimum standards promulgated by the Secretary,
but only for the purpose of sections 1861(s) (1) and 1861($) (2) (A) and
- only with respect to treatment by means of manual manipulation of the spine
. . which he is legally authorized to perform by the State or jurisdiction in
" ‘'which such treatment is provided.”
" (b) The amendments made by this section shall be effective with respect to
services furnished after June 80, 1972.”
(N.B.—~We have changed this date from the 1971 whlch appeared prevlously )

NEW INFORMATION

In the interest of saving the Committee’s time, we shall not repeat the argu-
ments presented to you when chiropractic testified on September 17, 1970, and
request that you consider those earlier statements as part of this present one.

Instead, we should llke to call your attention to certain important developments

: that have taken place since we testified almost one and one-half years ago.

1.A further study is unneceasary
There is no need for any study. of chiropractic in medicaid as would be
required by the House bill. The pertinent data is already availab]e and it proves .

-the wisdom of the Senate’s previous action in including chiropractic.

At present, some 18 States authorize chiropractic services in their medicaid
programs. They are: California, Connecticut, Idaho, Indiana, Iowa, Kansas,
Massachusetts, Michigan, Minnesota, Nebraska, New Hampshire, New York,
g?orth Carolina, Ohlo, Pennsylvania, South Dakota, Texas, and ‘Washington

tate : }

- Take California, for example. The official data from the Oalitorn'a State De-
partment of Health Care Services shows that in 1970 g%rle/were/%aus visits

* to doctors of chiropraetic and a total payment of $2, 8 for these visits at

an average cost of $4. 94 per visit. (In addition, some 84 286 was paid for other

services). The official data gives the “average monthly payment per eligible” to

all providers of health care in 1869 and shows that the average monthly pay-

ment to chiropractic doctors was the lowest, by far, of any of the providers: 8¢

for _chiropractic doctors, $7.70 for other doctors, $3.24 for pharmacists, $2.03
for dentists, 44¢ for optometrists, 13¢ for podiatrists, somewhere between $6.62

and $7.85 for hospitals, and $9.47 for nursing homes. The total “average monthly

payment per eligible” in 1969 was $39.566, of which the 8¢ paid to doctors of

chiropractic pepresents only 0.0029, of the: total, or the infinitesimal amount
of 2/1000ths of the ‘average monthly payment for Callfornia’s medlcald

beneflciary.

'J.'he extremely small financial impact of chiropractlc on the total cost of State

. ’
K
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medicaid programs throughout the country is illustrated also by the North
Carolina program. In 1970, there were 2295 cases, and doctors of chiropractic
were paid $114,361.06 out of the State's total expenditure of some $69 and one-
quarter million, or 14 of 19 of the 1970 total. A similar pattern appeared in
Nebraska where the cost of the chiropractic program represented only 0.029¢,
of the total medical assistance program for 1970. N

Let us turn to New York City’'s medicaid program. A survey made by t
City Health Department for 1970 showed 27,737 cases under chiropract
primarily for the treatment of neuromuscular skeletal disorders and t
than 509 of the cases treated required fewer than 9 visits for completion of
care. '

The data is already available without further study, and it is even more true
now than it was in 1970 when the Committee's report stated:

“The Committee on Finance believes, however, that further study of chiro-
practic services under other plans is not required to support coverage of the
services of chiropractors under the supplementary medical insurance program,”—

(Sen. Report 91-1431, pp. 142-3).
2. States Insist Upon Chiropractic Bencfits in Insurance Policies

During the 1971 State legislative sessions, seven States adopted what have
been called “insurance equality” laws. These statutes require that all insurance
contracts written or renewed in the state thereafter which include physicians’
. services must ‘also mandatorily include chiropractic services underthe policy.

These seven states are: Arkansas, Nevada, New York, Oklahoma, Pennsylvania,
Washington, Wyoming, - .

With these seven States, there are now 26 States that have enacted such “ia-
surance equality” laws. And there is reason to believe that this number will be
Increased. These 26 States intlude 64% of the entire American population. Thus,
some 64% of all of our population must be offered the opportunity, in'their free
choice, to select chiropractic services under their commercial insurance policies.

In addition, I should point out that there are other States which have the
same kind of mandatory provisions about the inclusion of chiropractic services
under Blue Cross-Blue Shield plans. For example, sincg the first day of 1971,
Michigan’s six million Blueé Cross-Blue Shield bencficiaries have the statutory
freedom of choice to select chiropractic care is they want it. '

The “insurance -equality” laws represent a relatively new development. Of
the 26 States that have enacted such statutes, 16 passed or amended their laws
only since 19¢9. This is obviously the wave of the future, Mr. Chairman, and it
completely justifies the action previously taken by this Committee in proposing
immediate inclusion of chiropractic services.in Medicare. There is nothing so
strong as an ‘idea whose time has come. These legislative developments alone
illustrate clearly that the time has come for chiropractic inclusion in Medicare.

Would it not be odd if every insurance company in the States had to provide
their beneficiariés with the option to choose chiropractic services—every one,
that is, except that sponsored by the Federal Government? We do not belleve
that the Congress wants the Federal health care program to be out of step with
the clearly expressed desires of the American people for chiropractic benefits in
all of their health care programs. We respectfully submit that there is no valid
reason for Medicare to deny to the American people the same right they have to
obtain chiropractic services in commercial insurance,

3. Industry gprovides chiropractic coverage '

Another significant development that took place last year is that large industry

has decided to include chiropractic services in its own employee health plan.-For

example, General Motors changed its employee health benefit plan specifically
In order to include chiropractic for.all of its employees in the United 3tates and

"~ for its retirees. Another example: Monsanto Company, a leading American

chemical producer, defines the term “physician’” so as to cover the services of a
. chiropractic doctor which he is legally qualified and iicensed to perform at the
time and place where such health service is rendered. And similar actions are

taking place in ever-increasing numbers. ‘ ’

_ CONCLUSION

‘

In terms of -major current developments among the States and in industry, it is
wholly anomalous for Medicare to exclude chiropractic services. It is contrary -

72-573—72—pt. 6—9
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to the best interests, as well as the clearly expressed desires, of the Awmerican -
people in their health care services,

Therefore, we urgently suggest that once again this (‘ommrttee take the leader-
~hip which you have already exhibited and that you amend H.R. 1 to include
chiropractic health care xervices in Medicare. Sp(-ciﬁcally. we urge that you
delete Nection 273 of I1L.R. 1 and substitute in its place the provisions of Section
205 of H.R, 17550 reported by this Committee in 1970. Only in this way would
Medicare beneficiaries have Freedom of Choice of their health care providers.

tTeceracar.

‘r ATEMENT QF THE AMERICAN COLLEGE OF NURSING HOME \mn\xsm\rnus
SusMITTED BY DoNovaN- J. PERKINS, DI A., PRESIDENT

The American College of Nursing Home Administrators, the professional
soclety of individual administrators with a proved record of auomplishmmns )
and dedication to_ high standards of professiomll administration, is deeply con- .
“corned over proposed sections.269 and 270 of IL.R. 1, fhe Social Security Amend-
ments- 1973, which would permit statos to grant pormanont waiver licenses to

’ mlminl-trn‘i‘érs who had been working as nursing home administrators for more
than three years before the basic provision became effective in July, 1970 and
which would terminate the \’atlonal Advisory Council on hl|1~1|xg Home Ad-
ministration prematurely.

The provision permitting the granting of permanent waiver licenses would
almost certainly throw into total chaos the carefully constructed and implemented
licensing programs of the states participating in the Title XIX (Medicaid)
program, The approach designed by the 1967 amendments establishtng the initial
requirements for licensure of nursing home administrators did not provide

\ for. such “grandfathering.” The states, in order to comply with the original

\ and subsequent requirements, have made great efforts to establish licensure

\programs based largely on the extremely valuable guidance of the National
Advisory Counctl.

‘At this time the states already have liconced thousands of admmistmmn
mahy of these provisionally. Section 1908 of PL 90-248 permits states to grant
prov mjoiml licenses to administrators who have served as nursing home ad-
ministrators during all of the calendar year immediately preceding the calendar
vear in which state licensure’ 1eglslation is enacted. This “provisional” license
must expire no later than two years after issuance or on June 30, 1972, which-
ever is earh\or The salient stipulation of this waiver provision is the attendant
educational requirement which provisional licensees seeking a permanent license
must satisfy priox to acceptance to the licensure examination. The obvious purpoxe
of this ‘educatlonf‘ll requirement is to upgrade the professionai competence of

' “waivered” administrators to satisfy the federally established minimum
standards.

As a direct effect of the prm isional waiver, numerous preparatory training
programs have been deﬁigned across the nation. Most of these programs are
based- in higher edueation institutxons The development of these- preparatory
programs along with state 'levied requirements for future education levels
- necessary for entry into the pr (ession and an incréasing awareness among the
_nation’s educators of the need for formal academic (degree programs have stimu-
lated the growth and proliferation of adult continuing education programs and
associate, baccalaureate and masters degree programs. The continuing education™ "~
‘requirement for license reregistration alo\ne is responsible for the development of
hundreds of workshops, institutes and seminars sponsored by higher education..
institutions, professional societies, trade assoclations and private organizations.
- The continuing education requirement as a condition of licensure reregistration
adopted by most states is a unique developmenh in established patterns of oc-
“cupational licensing. All of these programs have been designed to upgrade the
administrator’s understanding and abilities as well as. to advance his professional
competence to levels hitherto unknown. The ultimate fmpact of these programs

» 1s the improvement of the patient care services provided.to the nation’s chmnl-
cally ill and aged infirm.

The American College of Nursing Home Administrators strengly slmres the
concern of other leaders and organizations in the long-term "health care field
that to deliver such a debilitatlng blow, as is constltuted by the, “\mi\ er pro-

! ' . . f N
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viston,” to a nascent licensing system that has transformed a diffienit and
disorganized situation into a relatively orderly process under|severe time
pressures, would not be in the interest of either the public or the profession.
Passage of this provision would'seriousty reverse or undermine the-strong
imovements in most states to develop essential edncation” programs which until

. now have beeh virtually nonexistent. It must be emphasized that an individual's

exposure to an administrative position alone is an insufficient measure of hix
ability to provide proper patient care. Education and demonstrated ability in
addition to the successful’ passing of a specitieally designed, exgmination process
also must be required.

The College also must u\pro\s its disappointment over the proposed termina-
tion of the National Advisory Council. As it now stands the National Advisory
Counvil' is inactive and by law is due to terminate on December 31, 1971.-To

eliminate such un outstanding advisory body only a few months or weeks prior’

to its legally established termination date would appear to be without real mean-
ing and would only serve to cast doubt on the Council's past efforts and achieve-
ments in laying the proper model groundwork upon which the stiutes could con-
struct their licensure programs. In fact, the relative ease with which the states
have implemented- tmﬁmwmmmﬁvduﬁn‘lnrge -part to the intense
and successful efforts of the Council. o

;In light of the increaxed public security and tho P'resident’s recent announce-

" meént of more stringeut regulation of the nation’s nursing homes with the attend-

ant requirement for greater numbers of nursing honie inspectors it would seem
singularly appropriate to give serious consideration to commending, recogniz-

ing and continuing the National Advisory Council. ‘The Council by making avail-

able the expert opinions of recognized national authorities could provide greatly

needed assistance by formulating guidelines for the development and implemen- -
tation of a varlety of appropriate programs and by monitoring existing pro.
- grams to insure that these were being properly administered. It may be reealled

that the Council provided excellent guidance from its beginning despite the total
lack of experience or precedent upon which to hase its efforts, and now that
established expertise ean once again be put to proper use. .

TIE AMERICAN PARENTS Co’.\mrrma.'lxo.. .
New York, N.Y. February 1. 1972,
Hon. RussgLL B. Loxg, . ‘
Chairman, Senate Finance (,mnnnm'v.
Senate Otﬁcc Bulltling. —
Washington, D.C.

POSITION STATEMENT ON ‘H.R. 1

Dear SENATOR ToNaG: DPlease include the following statement in the record of
the hearingon H.R.1, .

The American Parents Committee, Inc. is concerned about inadequate income
and services to meet the needs of poor children and their families. We avould
support a sound federal floor for income to poor families,

The so-called welfare “reform’” bill, H.R. 1, however, seems to us to be inade-

quate, inequitable and even more retrogresswe than the present law as far_as.
families and children are concerned. We, therefare, oppose Title IV of that bill, .

now before the Senate, even though it includes help for the "\\ml\ing poor,” and
provndos more federal welfare funds to the states. Major problems in Title IV

sLarer

1. The inadequncv of federal payment levels, with no required state supple-

ment and the likelihood that 90 percent of the grants, of present recipients will

be lower than they now ave. Eligibility is not based on current need.

2, The mandatory work requirements for mothers of children over three.

3. The provisions for inandequate and damaging child care with no guarantee
of child care before a mother is required to work.

4, .The discriminatory provisions limiting the rights of needy children and
families as compared to other families. Examples inciude what we helieve to
be unconstitutional-résidency requirements, excessive penaltles for failure to
register or accept work, inadequnte work protection, third party payments,

complex_reporting procedureés with excessive penaities for failure to file on

time,1énewal of applications ‘“de novo” every 24 months, required supp\\rt by
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step-parents (not legal in 49 states), double standard for child support—federal
liens and federal eriminal sanctions against deserting fathers, ete.. |
© 5. The complex dual administration of programs for families by the Depart-
ments of Labor and HEW with eligibility determined by the employability status
of family members. The creation of more clostly administration and more “red
tape” for familics. :

We are aware of good proposals to improve II R.1, such as the Ribicoff
Amendment, now before the Senate. Since we do not believe 'it possible for

- such improvements to survive the legislative process, we recommend that Title 1V

shoutd be eliminated from the Senate bill.

As an alternative, however, we believe that states should be required to
maintain welfure payments at least at the 1971 levels and given federal fiscal
rellef for iising welfare costs. Such proposals are also now before the Senate,
These measures are necessary until such time llb a more equitable welfare re-
form bill can be achieved. '

Title V—Part of B of H.R. 1 establishes “\ew Soclal Services Provisions.”
We recommend that financing for all social services required for assistance re-
. lated individuals remain on an open ended basis. Wé oppose the *“closed end”
provision in Title V for all but family planning and child care services.

We also urge maintenance of state -fiscal effort for these programs so that
federal funds will not merely substitute for present. state funds.

We believe that the “statewidencss” requirement for services should be: maln
tained rather than eliminated if people are to be equitably served.

We endeorse Senator Griffin's Amnendment No. 411 which would provide for
a National Adoption Information Exchange System. We also support the addi-
tional federal funding for foster care and adoption services proposed under the
"Child Welfare Services section of Title IV of the Social Security Act.

Respectfuily yours, '
GEORGE J. HECHT, Chairman.

\\HBICA\’ SPEECH AND IIEARN Assocn'rrov
: W ashmylon D.C., August 6, 1971
Senator RUsseELL LoNg,
Chairman, Senate Finance C’omnuttcc
Senate Office Building,
Washington, D.C.

DEAR SENATOR Lona: The purpose of this letter is to express the viewpoints of
the American Speech and Hearing Association to the Committee relative to HR. 1
Social Security.Amendments of 1971. In particular, we wish to address our
comments to Title II, Part C, Section 251 of the bill entitled “Physical Therapy

Services and Other ’1‘herapy-8etviees—8nder—hfedware“’uf relevant to the serv-
ices provided by speech pathologists and audiologists,

As the Commitfee is fully aware, deliberations on the House version of
H.R. 17550 in 1970 resulted in the Senate Finance Committee modifying the lim-
. itation on reimbursement for institutional health related services by changing
the limitation from a “salary equivalent” to a “salary related” basls for physi-
cal therapy services, and also extending the limitations to apply to other health
related services provided in an institutional setting. .We recognize that this lim-
itation was deemed necessary by the Cominittée to control.program expendi-
tures for therapy.services and services of other health related personnel. We
commend the Committee on its recognition that health related services ren-
dered on a “salary related” basis will provide the needed services to patients in
the most efficlent and economical way.

The House version of H.R.1 would provide Medicare reimbursement to the
provider of physical therapy and other health related services on a “reasonable
salary payment basis” for the services. In essence, payment for the reasonable
cost of speech pathology and audiology services may not exceed an amount equal
to the salary which would have been payable if the services had been performed
fn an employment relationship, plug the cost of such other expenses an individual
not working as an employee mjght have, such as maintainlng an office, travel
time and expense, and similar costs, :

In the interest of providing services to the speech and hearing impaired citizens
- of our country, the Amerlcan Speech and Hearing: Assoclation strongly urges
the Committee to maintain the provision- that health related services be reim-
. bursed on a reasonable cost basis as speciﬁed in 'the House version, ;
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We believe that reimbursement for services must -be sufficient to cover costs
in order to achieve effective delivery of speech and hearing services. There are
many patients in extended care facilities and home health care programs who
have hearing or speech problems (such as loss of speech after a stroke). How-
ever, a particular extended care facility or home health. care program may be
too small to justify the employment of a full-time speech pathologist or full-time

. audiologist to deliver services to a relatively small percentage of patients. It is;
“ therefore, necessary for these smaller institutions to contract for the services
- of a speech pathologist and/or audiologist.-on a part-time basis. Reimbursement
to, the provider must be at a level sufficient to meet the costs in providing the
service. Under contractural arrangements, overhead costs (e.g.. travel-time ex-
penses, office maintenance, ete.) must be taken into account wihen determining
costs of services. : . ' )

The American Speech and Hearing Association would be glad to present these
views to the Finance Committee when hearings are held on IH.R. 1. and we re-

'. quest that in addition to any such testimony, this;letter be inserted as part of
the report on the hearings. We know that you will give careful consideration to
our concerns relative to Title II, Part C, Section 251 of the Social Security
Amendments of 1971, We commend you on your diligent efforts to improve health

care in our country. .
Sincerely, ,
) KeNNETH O. Jonnsox, I'n. D.
' ’ Execcutive Sceretary.
T  STATEMENT BY ALLAN J. WINICK, PARTNER, ARTHUR ANDERSEN & Co.

In general, I believe the Medicare Program has functioned very effectively
since its inception in 1966. However, there are five problems in the administration
; of the Program that, hopefully, will be cured by Congress through H.R. 1.
The first problem relates to the failure of the past legisie<ion to provide for
. Judicial review of Intermiediary determinations of reimbursable cost, Although
"H.R. 1 has given further rights of appeal to praviders of service in this area,
- it stil does not allow full review by the courts. I believe H.R. 1 should be mmended
to provide that reimbursable cost determinations involving controversies in the
amount of §10,000 or more be appealable through the judicial process, in the,
‘same ‘manner that Federal income tax controversies are handled.
The second problem relates to unwarranted financial risks which providers
_ of services must bear. Under present administrative procedures, a provider of
service must receive a “report of eligibility” from the Social Security Adminis- ‘
tration through its Intermediary before it can bill"the Intremediary for services . .
——r’_e_ﬁm . i . dITY ¥ 'y SE < tﬁt'—_——_——-
received until after the patient has been discharged, and it is not unusual for S
a-providér to receive the reports several months, or several years, after the pa-
tient has been discharged. - ' ‘ ;
From what I understand of the problem, there is very little more that either the
Social Security Administration or the Intermediaries can do toward speéding - .
up the issuance of the eligibility reports because of the technical processing -
problems involved. However, I do not believe that the provider of services should :
=” *  bear the financial risk of this delay and hope that a provision will be included in
H.R.1 to the effect that, if an Intermediary does not confirm eligibility of benefits
to the provider within ten days after a request has been furnished for such
information from the Intermediary, then the provider, where it acted in good
faith, should be allowed to bill and recelve paymeént from the Program for the
", services rendered immediately. Further, where the Intermediary later informs - .
" the provider that benefits were not avallable, the provider should be required .
. to refund the payments only in situations where the provider is able to collect
for such services from the patient or other third party. - )
Although there has been a simplification in this regard since the inception
of the Medicare Program, providers of services are still required to bill certain :
services where a physician.is involved partly under Part A of the Program and '
2 partly under Part B. This expensive administrative procedure should be removed
and all provider services should be allowed to be billed under Part A. ’ S
~ Another problem relates to the complexity of the required cost reports under i
the Program. As the Program has progressed, the cost report requirements have
-, hecome more and more complex, to a point that even the most sophisticated y

L ' '
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accountant has difficulty in preparing them. It might be helpful to the Com-
mittee if they were furnished samples of the required reports to give them a
first-hand impression of their complexity. Although the objective of this report-

ing is to insure that the Medicare Program only pays for the costs attributable -

to Program Leneficiaries, 1 think this end can be accomplished with a simplified
reimbursement formula and reporting format which would reduce not only the
cost of administering the Program to the provider, but also to the Intermediary
and Federal government. As a step in solving this problem, I suggest that the
Soclal Security Administration be instructed to develop a reimbursement formula
which would be based on a per diem cost discounted to recognize the lower

* utilization of ancillary services by beneficiaries of the Program. Although there
-would be. considerable debate as to how large the discount should be, I believe

a realistic rate could be set based on an analysis of the thousands of Medicare
reports filed during the initial years of.the Program.

The last problem I wish to comment about relates to the inadequate reimburse-
ment to providers for capital facilities..As you Know, the present law and regu-
lations limit reimbursement to historical cost deprecmtion and even the option

. to claim accelerated depreciation, which was allowed in the original regulations,

has Dbeen eliminated. Because of the significant effects of inflation, reimburse-
ment for depreciation computed on an historical cost basis does not provide

sufficient funds to replace the health care institutions’ facilities and, just as
+ importantly, results in a confiscation of the provider's capital since the Program

is not paying for the fair value of the assets consumed in rendering service to
Medicare patients. To assure the financial viability of our health care institu-
tions, H.R. 1 should include a provision to require that providers be reimbursed
for depreciation adjusted to recognize the increase in price levels since the
related assets were acquired. .

BARONESS ERLANGER HOSPITAL, -
T. C. TroMrsoN CHILDRENS HoOSPITAL,
Chattanooga, Tenn., Angust 19, 1971,

} Re ILR. 1, The Social Security Amendments of 1971,

Mr. ToyM VALE, o
Chief Counsel for the Committee on Finance,

7 Scnute Omce Building, Washington, D.C.

DEAR MR. VaIL: We note in Commerce Clearing llousc \Iedx(-aro/\lmllcanl .
Guide of August 13 that the Senate Finance Committee plans to resume hearings
on H.R. 1 beginning Tuesday, September 21. We believe it is essential the appeals

mm*hmusuLpermm_mmNen&nLheﬂLLumAxmmk.eLahom—hawma_—_

the judicial system and we wish to make this a matter of 1(-c0rd
Sincerely, .
E. B. CnAm, (,'mzlrollcr.

SL\u MENT OF THE CHAMBER OF Co\num E OF THL UNITED STATLS. Svn\n'm-:n
BY WiLLray . P. McHENRY, Jr, EcoNoMIc Sr(tmn \JA\AGPR

The National Chawmber appreciates this ommrtlmilv to- O\press its- n(-\\s on

the "Social Security. and Medicare provisions of ILR. 1. We intend to’testify
separately on the welfare provisions contained in the Itouse-approved hill,
Our overall appraisal of the House bill is-that it is an extraordinarily ex. '

pensive “package.” As Table I shows, Jlohg-range average annual costs would
be increased by $13.4 billion. The. cumulative tax increase, over the next six
years, amounts to $57 billion. W orkers and employers would have to bear an op- -
pressive tax burden.

After carefully stud\ing the many provisions of this bill, we urge the (mm
mlttee to:

(1) Reject thé 5 percent benefit increase. The henefit level currontlv is \wll
ahead of the rise in living costs.

(2) .Reéject those provisions in the bRl calling for automatic increases in bene-
fits, automatic increases in the taxable wage baqe. and aytomatic increases in the
amount of “exempt” earnings under the retirement test.

(3) Reject the speclal minimum bénefit based on presumed “years of coverage.”

T (4) Reject the annual increment tor delayetl retirement. :
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The record shows that Congress has maintained benefits well ahead of the rise
in Hving costs. For this reason, the National Chamber sees no economic need for
Aanother benefit increase at this time, and we recommend that Section 101 be
deleted from the bill.

TABLE Il-—RISE IN THE COST OF LIVING COMPARED WITH BENEFIT |NCREASES APPROVED 8Y’ CONGRESS
i DECEMBER 1950-JANUARY 1971

Average

monthly
Consumer benefit Cumulative
_ Price Index!  Cumulative workers who benetit
' (1957-59 price increase retired in increase -
Month and year equals 100) (percént) - 19502 (percent)
December 1950, . ... ouieere i e 87.1 ... .. $49.50 L ........
September 1952. : U 92.0 6.8 . 55.70 -~ 12.5
September 1954. 93.5 7.3 60.70 22.6
January-1959... 100.0 15.8 65.00 31.3
January 1965 . 108.9 25.0 69.60 40.6
.. February 1968. . feeaeeean -. 118.6 36.2 78.70 59.0
January 1970, ... ._... ST e ... 1318 51.3 90. 60 ’ 83.0
’ January 197) L T Tow-2 1386 . 5.1 399,70 101.3

i 1 Data from Bureau of Labor Stnhshcs
2 Data for 195068 from Social Security Bulletin, Annual Statistical Supplement, 1969, tabte 13 p‘at ~Data for 1970

from House Ways and Means Committee, Social Secunly Amendments of 1969, Report 91—700 91st Cong lst $058, \p‘ls\‘\
3 Estimate; based on 10 percent increased enacted under 1971 Social Security Amendments: T

Note, Since 1950, Congress has eracted 7 general benefit increases: 12.5 percent under the 1952 amendments (eﬂectwe
September 1952); ] percent under the 1954 amendments (effective September 1954); 7.1 parcent under tha 1958 amend-
ments {effective January 1959); 7.1 percent under the 1965 amendments (effective January 1965): 13.1 parcent under the

1967 amendments (effective February 1968); 15,1 percent under the 1959 amendments (effactive January 1970); and 10
-7 percent under the 1971 amendments (eﬂectwe January 1971).

7 ' . . AUTOMATIC BENEFIT ESCALATOR - .

Section 102 provides for future automatic increases in benefits and in the
amount of “exempt” annual eﬂrnings under the retirement test. Benefit payments
would be increased whenever the cost of living, as measured by the Consumer
Price Index, ‘increased by at least 3 percent in a vear (or, if cérlier, since tlie
last previous benefittchange). Any increase would be effective in Jmmary of the
. following year.
R However, the benefit escalator would not operate if a general benefit increase. - i
R —haébeemneeﬂee&woﬂmdmaeeed—bremmsﬁﬁhmmdmmﬁs_‘_ -
- ... means,~for example, that the proposed 5 percent.benefit increase (effective-in :
iz June 1972) would preclude an automatic increase until January 1974, :
w\' "~ The-bill does not include a prmimon to reduce boneﬁts if the cost of lhing
...+ decregses in the future.
.t "f,,'i‘he advocates of an automatic beneﬂt escalator contend that thls provlslon ls
"1 " ne¢ded because:
(1) It is uncertain that Congress will act to increase benefits when such action
-+« . {is needed because of a rise in the cost-of lving; .
N _ (2) A benefit escalator will “depoliticize” this aepect of the Social Secmity
: program,

‘Evaluating Congressional Performance

The record shows that Congress will act with regularly on Social Security.
Over the past 20 years, the Senate Finance and House Ways and Means Commit-
tees have held public hearings on Social Security no less than 15 times. As a result,
benefit protectlon has been extended to most jobs benefits have been increased -
and made easier to get ; new kinds of benefits, such as payments for total disability
and Medlcare protection, have been added; and payroll taxes on workers and

.. ‘ employers have been substantially increased to pay for the many changes. - :

Moreover, the facts demonstrate that benefit - improvements, enacted by Con-
gress, have surpassed the rise in living costs by a wide margin. Since 1950, the
seven benefit increases, on a cumulative basis, have amounted to 101 percent as

_compared with a 59 percent rise in the price level. Thus, benefits have risen
about 70 percent more than the cost of living.

It should be noted that the rise in benefit levels does not take into account the
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(5) Int*p‘ezlse the amount of “exempt” earnings under the retirement test
-from $1,680 to $2,000 a year as a means of encouraging part-timé employment
by elderly persons.

(6) ReJe(t the provision calling for additional “(lmp aut” years in ,tlw COlR~:

qplltﬂthn of benefits.
(7) Retain the present 6 month “wajting period” for disability benefits.

(8) Defer any extension of Medicare to the 14ng-term disabled until the costs .

‘of the present program are under control. ny
(9) Maintain the taxable wage base at $9,000 in 19.-
If these modifications are made, benetit costs can be pared by a long- range
average of §8.5 billion a year, with consequent rediictions in tax rates on w orl\ox S
and employers in all future years. Furthermone, we believe it would be highly

desirable to schedule future tax rate increases over.the next 16 \e‘ns-mther

than 6 years==to aveid an unnecessary build-up in trust fund balances.
The underlying reasons for the .Chamber’s recommendations are analyzed in
sub~equent sections. o ..

Table I.—Long-range average annual costs for social secur ity and medicare
provisions in H.R. 1 .

v
[In billlons]

: Average an-

Prousum ) ) nual cost 3

5 percent benefit increuse ________________________ e ez~ 834

Additional drop-out years (prospective) ... . _ . o . 1.2

Age 62 point for men (prospective) oo e e 0D

Earnings test echanges_ o __ e mmm e —— e 1.0
Widows benefits—100 percent of PIA at 65 .. e 1.
Special minimum benefit___ oo 0.
Election of actuarial reduction changes. . _ . _ . _« o« ____ i ________._._ )
Combined earnings (prospective) ..o oo . S U 1
Delayed retirement increment ( plospectlve) ___________________________ 0
5-month disability waiting period__________ e mmmmmmmme e 0.
Miscellaneous changes. _ . . oo e m 0.
. Medicare (HI) benefits for disabled- . __.___ S e 2,

otaAl o e e e 13. 4

1 These estimates were developed by Robert J. \ivers, Protes«or of Actuarial Sclence.
Temple University, and a member of the National Chamber's Social Security Committee.
From 1947 to 1970, Mr Myers was the Chief Actuary, Soclal Security Administmtlon, U.S.
De_Pnrtment of HE.W

The "levelle?ulvalent" annual costs are based on an estimated average $630 billlon-

taxable payroll for Soclal Security (OASDI) and $540 billion for Medicare (HI).
- $10,200 tax base, taxable payroll is estimated to be about. $490 billion currently.

-

ACROSS-THE-BOARD BENEFIT INCREASE

For many years, the National Clmmber has supported the concept of periodic
Congressional examination of all aspects of Social Security, including benefit
levels, to determine whether adjustments in the program are needed.

It is apparent that, from time to time, changes in benefit amounts are required
to assure that the great majority of elderly beneficiaries are not compelled to

seek Old-Age Assistance for their ordinary expenses of living, and are not hurt .

by the effects of price inflation.

Section 101 of H.R. 1 provides for a 5 pc-rcent across-the- bo.ud incre.me in-

- benefits, effective in June 1972. Under the bill, about 27 million people would
get higher benefits, and approximately £2.1 bxllion i