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Calendar No. 529

93p Coxngrrss SENATE REPORT
1st Session { No. 93-553

SOCIAL SECURITY AMENDMENTS OF 1973

November 21, 1973—Ordered to be printed

Mr. Long, from the Committee on Finance,
submitted the following

REPORT

[To accompany H.R. 3153]

The Committee on Finance, to which was referred the bill (H.R.
3153) to amend the Social Security Act to make certain technical and
conforming changes, having considered the same, reports favorably
thereon with an amendment and recommends that the bill as amended

do pass.
I. SUMMARY OF THE BILL

The bill as passed by the House would make a number of minor,
clerical, and conforming changes in the Social Security Act to cor-
rect errors and oversights in the Social Security Amendments of 1972.
The Committee amendment incorporates a number of substantive pro-
visions affecting social security cash benefits, the Supplemental Secu-
rity Income program, social services, child welfare services, child
support, Aid to Families with Dependent Children, Medicare and
Medicaid. The Committee bill also establishes a new tax credit for
low-income workers with children and, to pay the cost of the
tax credit, deletes the income tax itemized deduction for State and local
gasoline taxes. A summary of the Committee amendments follows.

Social Security Cash Benefits

11% Benefit increase—Under a provision enacted last year, social
security benefits will rise automatically as the cost of living rises.
Under last year’s law, the first cost of living increase would not have
become effective until January 1975. In July of this year a provision
was enacted increasing soclal security benefits by 5.9 percent,
effective for June 1974; this increase would be an early partial pay-
ment of the larger cost-of-living increase already scheduled to become
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effective January 1975. The Committee bill would replace this 5.9
percent increase effective June 1974 by an 1l-percent cost-of-living
increase in two steps. The first step would be a 7-percent increase
effective with the month of enactment. This would be followed by a
second increase, starting with June 1974, to bring the benefits up to 11
percent above the present level. .

Automatic cost-of-living increases.—Under present law, if the con-
sumer price index rises by at least 3 percent between the second quar-
ter of one year and the second quarter of the next year, social security
benefits will be increased by the same percentage that the cost of
living has risen, beginning the January following the latter year. The
Committee amendment would modify this by measuring the increase
in the cost of living from the first quarter of one year to the first
quarter of the following year, with the automatic cost-of-living in-
crease effective beginning with June of the latter year. (An exception
is made for the first automatic increase, effective June 1975, which
would be based on the rise in the consumer price index between the
second quarter of 1974 and the first quarter of 1975.)

Special minimum benefit.—Legislation enacted in 1972 established
a new special minimum social security benefit to provide a more ade-
quate payment for those who retire after working in employment
covered by social security for many years and at relatively low wage
levels. Unlike the regular minimum which is typically payable to per-
sons who have had very little employment under social security, the
special minimum is so designed that it benefits only those with more
than 20 years of work under social security. The amount of the special
minimum under present law is equal to $8.50 times the individual’s
years of coverage under social security (over 10 and up to 30). Thus,
with 30 years or more of coverage, an individual qualifies for a special
minimum of $170.

Under the Committee bill, an individual with 80 years or more of
coverage would qualify for a special minimum of $182 effective with
the month of enactment and $190 effective for June 1974 ; thereafter,
the special minimum would be increased automatically as the cost of
living rises. i

Financing.—Under the Committee bill, wages taxable under social
security would be increased from $12,600 in 1974 to $13,200: there-
after, the wage base would increase automatically as wages rise, as
under present law. Total social security tax rates under the Committee
bill would not be increased until 1981, although future tax income
would be shifted from the hospital insurance program into the cash
benefit programs. The new tax rates are shown in the table below:
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SOCIAL SECURITY TAX RATES

(In percent)

Hospital insur-
Cash benefits ance Total taxes
Com- Com- Com-
Present mittee Present mittee Present mittee
Calendar years law bill law bill law bill

Employer-employee, each

1974t01977........... 485 495 1.00 090 5.85 5.85
197810 1980........... 480 495 125 1.10 6.05 6.05
198110 1985........... 480 495 1,35 1.35 6.15 6.30
1986 to 2010........... 480 495 145 150 625 6.45
2011 and after.......... 585 5.95 145 1.50 7.30 7.45
Self-employed
1974t01977........... 7.00 7.00 1.00 0.90 8.00 90
197810 1980........... 7.00 7.00 1.25 1.10 8.25 8.10
1981t01985........... 700 700 135 1.35 835 8.35
198610 2010........... 7.00 7.00 145 1,50 845 8.50
2011 and after.......... 7.00 7.00 1.45 150 8.45 .50

Veterans—Under a provision in the Committee bill, veterans would
be protected from any loss of pension benefits related to the 7 percent
and 11 percent social security benefit increases.

Social security agreements with other countries~The Committee
bill also includes a provision authorizing the President to enter into
bilateral agreements with interested foreign countries to provide for
limited coordination between this country’s social security system and
those of the other countries.

Treatment of certain farm rental income.—Another provision of
the Committee bill is designed to make clear how certain farm income
is to be treated for social security purposes. Under the provision, an
individual land owner who enters into an agreement with a person
to manage his farm shall not have his rental income under the agree-
ment counted as income for social security purposes provided that the
landowner does not participate in the management or production of
the farmland.

Cost-of-living study—The Committee bill includes a provision
directing the Department of Health, Education, and Welfare (HHEW)
to study the various programs under the Social Security Act to deter-
mine the feasibility of relating eligibility criteria and benefit amounts
to the cost-of-living differentials among the States or among different
areas within a State.

Policemen in Louisiana.~—The committee bill would permit police-
men eligible under the newly created Municipal Police Employees
Retirement System of Louisiana to withdraw from social security
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coverage without requiring that other State employees lose their social
security coverage. . . . .

Policemen and firemen in California.—The Committee bill would
permit policemen and firemen in California to withdraw from social
security coverage without requiring that other State employees lose
their social security coverage.

Tax Credit For Low-Income Workers With Families

Under another provision of the Committee amendment low-income
workers who have families would be eligible for a tax credit equal to
a percentage of the social security taxes payable on account of their
employment during the tax year (equivalent to 10 percent of their
wages taxed under the social security program). The maximum tax
credit would apply for families where the total income of the husband
and wife is $4,000 or less. For families where the husband’s and wife’s
total income exceeds $4,000, the credit would be equal to $400 minus
one-quarter of the amount by which their total income exceeds $4,000;
thus, the taxpayer would become ineligible for the credit once total
income reaches $5,600 ($5,600 exceeds $4,000 by $1,600 ; one-quarter of
$1,600 is $400, which subtracted from $400 equals zero).

Supplemental Security Income

Increases in SSI benefits.—The new Federal Supplemental Security
Income (SSI) program, which becomes effective in January 1974,
would under present law provide Federal payments to assure the aged,
blind, and disabled a monthly income of at least $130 ($195 for cou-
ples). Under a provision enacted in July of this year, these amounts
would be increased effective July 1974 to $140 for an individual and
$210 for a couple. The Committee bill would make these higher
amounts of $140 and $210 effective from the start of the SSI program
in January 1974. The Committee bill also provides for a further in-
creasle, effective July 1974, to $146 for an individual and $219 for 8
couple. i

Food stamp eligibility for SSI recipients.—Under present law many
Supplemental Security Income (SSI) recipients will be eligible for
food stamps; however, an aged, blind or disabled individual will be
ineligible for food stamps for a given month if his SST benefits plus
any State supplementary payment are at least equal to the welfare
payment plus the bonus value of the food stamps he would be eligible
to receive if the State’s December 1973 State plan were still in effect.
This provision of law enacted this year will be extremely difficult to
administer and would present problems of unequal treatment in food
stamp eligibility for SST beneficiaries. The Committee bill, therefore,
repeals the prohibition against participation by SSI recipients in the
food stamp program. Due to the short time left before the SSI pro-
gram becomes effective, however, the Committee bill includes a transi-
tional provision for those States that have already acted to raise
benefits to take into account the loss of food stamp eligibility.

For a transitional period until July 1975, States which have
already made plans to “cash out” food stamps under the SSI program
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would be permitted to do so, with recipients in these States ineligible
for food stamps.

Limitation on grandfather clause for disabled individuals.—In
enacting the new SSI program, the Congress provided that disabled
persons on the rolls in December 1973 would continue to be considered
to be disabled even if they did not meet the new definition of disability.
The Committee amendment would limit this grandfather provision for
disability to persons who had received Aid to the Disable&) before July
1978 and who are on the rolls in December 1973,

881 recipients living with AFDC families—In June, the Con-
gress enacted a grandfather clause to assure that current SSI recipients
will have no reduction in total income when the new SSI program
goes into effect in January. The Committee amendment would
permit the adjustment of the grandfather clause in such a way
that it assures the same level of total family income (rather than the
indévidual’s total income) in those cases in which the SSI recipient re-
sides with an AFDC family.

Disregard of certain benefits—The Committee bill includes a pro-
vision under which certain State benefits paid to aged individuals
based on their length of residence in a State would be disregarded in
determining the amount of the SST benefit.

Continuation of demonstration projects—The committee bill would
permit the continuation of on-going demonstration projects related to
the aged, blind and disabled which qualify for Federal matching under
the public assistance titles of the Social Security Act and which involve
waivers by the Secretary of Health, Education, and Welfare of some of
the requirements of those titles. The new Federal SST program which
next January will replace present programs of aid to the aged, blind
and disabled does not provide for such waivers and funding of demon-
stration projects.

Combined checks for married couples—In order to make it feasible
for the Social Security Administration to issue joint checks to couples
receiving SSI benefits who request such checks, the Committee bill
includes a provision which would permit such checks to be cashed by
the surviving spouse in the case of the death of the husband or wife.

Social Services

On May 1, 1973, the Department of HEW issued sweeping revisions
in Federal regulations relating to social services under the Social
Security Act. These regulations were to have become effective on
July 1. However, the Congress delayed the effective date of the new
regulations until November 1 in order to allow time for more thor-
ough legislative consideration of the issues involved. The Committee
bill incorporates a provision in effect converting the present law as it
affects social services to a $2.5 billion social services revenue sharin
program. The bill includes a requirement that any increase in Federa!
social services funding in a State be used for an actual increase in
services provided rather than to simply replace State funds now being
spent on services. Also included is an illustrative list of the types of
social services which may be funded. The States would, however, be
free to provide other services not specifically included in this listing.
In the fiscal year 1974, expenditures wonld be held to $1.9 bil-
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lion, the amount in the President’s budget. The Committee provision
would be effective November 1, 1973.

Child Welfare Services

National adoption information ewchange system.—The committee
bill would authorize $1 million for the first fiscal year and such sums
as may be necessary for succeeding fiscal years for a Federal program
to help find adoptive homes for hard-to-place children. The amend-
ment would authorize the Secretary of Health, Education, and Wel-
fare to “provide information, utilizing computers and modern data
processing methods, through a national adoption information ex-
change system, to assist in the placement of children awaiting adoption
and in the location of children for persons who wish to adopt children,
including cooperative efforts with any similar programs operated by
or within foreign countries, and such other related activities as would
further or facilitate adoption.”

Child abuse and neglect; protective services—Last year the Con-
gress substantially increased funds authorized for grants to States
for child welfare services. Though the Congress expected that a large
part of the additional funds would go toward meeting the cost of
providing foster care, a specific earmarking for that purpose was
avoided so that wherever possible the States and counties could use
the additional funds to expand preventive child welfare services with
the aim of helping families stay together thus avoiding the need for
foster care. The Committee bill builds upon last year’s record by
adding requirements both under the AFDC and child welfare services
programs that States establish programs of protective services to aid
in the prevention, identification and treatment of child abuse and
neglect and, whenever feasible, to make it possible for the child to

remain in the home.
Child Support

Present law requires that the State welfare agency establish a
single, identified unit whose purpose is to secure support for children
who have been deserted or agandoned by their parents, utilizing any
reciprocal arrangements adopted with other States to obtain or enforce
court orders for support. If it is necessary to establish paternity to find
an obligation to support, this unit is supposed to carry out this activity.
The State welfare agency is further required to enter into cooperative
arrangements with the courts and with law enforcement officials to
carry out this program. Access is authorized to both Social Security
and (if there is a court order) to Internal Revenue Service records in
locating deserting parents. The administration of the provisions of
present law has varied widely among the States.

The Committee bill includes a number of features designed to assure
an effective program of child support. The Committee bill leaves basic
responsibility for child support and establishment of paternity to the
State but it envisions a far more active role on the part of the Federal
Government in monitoring and evaluating State programs, in provid-
ing technical assistance, and, in certain instances, in undertaking to
give direct assistance to the States in locating absent parents and ob-
taining support payments from them.
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. States would be required to have effective programs for the collec-
tion of support and the establishment of paternity ; Federal matching
for these efforts would be increased from the present 50 percent to 75
percent but States not complying with the requirements would face &
penalty in the form of reduced Federal matching funds for Aid to
TFamilies with Dependent Children.

Access to support collection services would be available to families
not on welfare as well as to those on welfare.

Aid to Families with Dependent Children

FPuss-along of social security benefit increase.—To assure that re-
cipients of Aid to Families with Dependent Children who are also
social security beneficiaries receive the benefit of at least part of the
social security increase, the Committee amendment would require
States, in determining need for AFDC, to disregard 5 percent of social
security income. This provision would be effective starting with the
month in which the beneficiaries begin receiving increased benefits.

Farnings disregard.~—Under present law, payments under the
AFDC program are not reduced dollar for dollar because of any
earnings. Instead, all work expenses are deducted from earnings. In
addition, $30 plus one-third of monthly earnings above $30 are disre-
garded. Under the Committee provision, child care costs would be the
only work expense that could be separately deducted from earnings;
the disregard would be $60 (rather than the present $30) plus one-third
of the next $300 of monthly earnings plus one-fifth of earnings above
this amount.

Community work and training program.—Under present law, States
have been prohibited from establishing community work and training
programs even though the Work Incentive Program is not in effect
throughout the State. The Committee bill re-enacts the legislation as
it existed prior to the Social Security Amendments of 1967 so that
States wishing to have community work and training programs may
do so.

Demonstration project authority—The Committee bill includes a
provision which broadens the experimentation authority in existing
law with respect to welfare programs so as to emphasize and encour-
age experimentation by the States in the crucial area of making
employment more attractive for welfare recipients. Examples of the
types of projects the Committee has in mind would be those for public
service employment under which the amount of the welfare payment
could be combined with State funds to provide a salary considerably
more attractive than welfare. Other experimentation might involve
work incentives and the AFDC income disregard. All authority for
such projects would expire on June 30, 1976.

Medicare and Medicaid Amendments

Medicaid eligibility—The Committee bill contains several sections
treating the matter of Medicaid eligibility for SSI recipients.
The bill contains a provision which would make Federal match-
ing available for Medicaid benefits for any new SSI recipients, al-
though coverage of these new recipients would be optional on the
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part of a State. The Committee bill would make Medicaid coverage
mandatory for those persons who receive a mandatory State supple-
mental payment in accordance with the provisions of Public Law
093_66. The amendment also provides that for other persons rqcelvmg a
State supplemental payment only, coverage wou d be optional, de-
pending upon the State’s decision, but that a State must make eligibil-
ity determinations based upon some rational classifications of re-
cipients. Additionally, the provision places an upper limit on the
monthly income (initially $420 in the case of an individual) which an
institutionalized person can have and still be “deemed” in special need
and, therefore, eligible for Medicaid coverage in a State without a
medically-indigent program.

WMedicaid and Health Maintenance Organizations (HM 0’s).—An-
other Committee amendment would apply certain quality and reim-
bursement standards to HIMO’s participating in Medicaid. The qual-
ity standards and reimbursement requirements parallel in large part,
those applicable to HMO’s participating under the Medicare program
with modifications designed to reasonably take into account the differ-
ences between Medicare and Medicaid.

Payments to substandard facilities—The Committee bill contains a
provision which amends Title XVT to provide that the Federal SSI
payment will be reduced dollar-for-dollar for any State supplemental
payment which is made for care provided to institutionalized indi-
viduals if this care could be provided under the State’s Medicaid pro-
gram. This provision is intended to prevent States from using their
cash grant programs to finance care in institutions which do not meet
Medicaid standards.

Federal matching under Medicaid for care to Indians—The Com-
mittee bill contains a provision which would increase Federal match-
ing under Medicaid to 100 percent for services provided to individuals
who wers eligible for services under the Indian Health Services Pro-
gram and resided on or adjacent to a Federal Indian Reservation dur-
ing the year before they received Medicaid services.

Medicare administration.—The Committee bill includes a provision
formally assigning policy and operating responsibility for the Medi-
care program to the Social Security Administration.

Kidney dialysis and transplantation—The Committes bill also re-
quires the Secretary to develop and apply minimal utilization rates for
facilities reimbursed under the dialysis and transplantation provision
and mandates the Secretary to require that such facilities have inde-
pendent medical review boards to evaluate the appropriateness and site
of therapy proposed for the patient.

Capital empenditures planning.—Last year’s Social Security Amend-
ments preclude Federal reimbursement for major capital expenditures
which have been disapproved by State planning agencies. The Com-
mittee bill provides that effective July 1, 1974, authorization of reim-
bursement from Medicare and Medicaid for expenditures incurred in
the administration of this capital planning provision shall be limited
to those costs directly associated with preparing and transmitting
reports and processing appeals concerning approved or disapproved
capital expenditures. h

Ocoupational therapy.—The Committee bill contains a provision
expanding the outpaticent physical therapy and speech pathology bene-
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fits as provided through clinics and other organized settings to include
occupational therapy. Additionally, it provides that a need for occu-
pational therapy alone can qualify the home-bound patient for home
health benefits.

Reimbursement of institutions and organizations under Medicare.—
The Committee amended the effective date of Section 233 of P.L. 92—
603 to accounting %eriods beginning after December 81, 1973 instead
of December 31, 1972 as in present law. This section of the law limits
Medicare reimbursement to the lesser of an institution’s costs or
charges to the general public. The Committee provision provides addi-
tional time for such institutions to adjust their charges to more
accurately reflect their costs.

Speech therapy—The Committee bill contains a provision which
makes it clear that a physician’s referral for speech therapy services
need not necessarily detail the amount, duration and scope of services
required.

Professional Standards Review Organizations (PSR0O’s).—An-
other provision of the Committee bill affirmatively provides that the
Secretary may designate a State as a PSRO area and that he may
not refuse to make such designation solely on account of the number
of physicians in a State. An additional provision specifies that the
Secretary shall give priority to designating PSRO areas on a local
(medical service area) basis and also give priority to designating
qualified local organizations as PSRO’s where feasible. While pr1-
ority would be given to local areas and entities, the Secretary, as

reviously noted, could not rule out consideration of designating a
gtatewide PSRO area or organization solely on account of the num-
ber of doctors in a State. The Committee also approved a provision
authorizing the establishment of Statewide PSRO Councils in States
having less than three PSRO’s. The principal function of such coun-
cils is to hear appeals from the decisions made by local PSRO review
organizations.

Federal employees’ health plan and Medicare—Section 210 of
P.L. 92-603 requires the Civil Service Commission to assure that by
January 1, 1975 Federal employees and retirees who are eligible under
both the Federal employee health insurance program and Medicare
be provided supplemental coverage or reduced premiums in recogni-
tion of the overlap between the two programs. To provide more time
to resolve administrative difficulties which have arisen in the imple-
mentation of Section 210, the Committee approved an amendment
postponing the effective date of the provision to January 1, 1976.

Reimbursement of physical therapists under Medicare—Section 251
of P.L. 92603, which details the approved means of reimbursing for
the services of physical therapists under Medicare, has an effective
date of January 1, 1973. In view of the fact that appropriate regula-
tions implementing the provisions have not been issued as yet, the
Committee approved an amendment making section 251 of Public
Law 92-603 effective following publication of the final regulations.

Study of optometrists’ services—The Committee approved an
amendment calling for a study by the Social Security Administration
on the appropriateness of reimbursement under Medicare for services
performed by optometrists with respect to the provision of corrective
lenses following cataract surgery.
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Supervisory physicians—The Committee amendment directs the
Secretary of Health, Education and Welfare to undertake a study cov-
ering all aspects related to payment for professional services in medi-
cal schools and teaching hospital settings. While the study is being
undertaken, certain provisions of Section 227 of P.L. 92-603, limiting
medicare reimbursement to medical centers for the services of teach-
ing physicians, would be suspended. However, the suspension would
not apply to those hospitals which are reimbursed on a costs basis in
accordance with Section 227.

Clerical and Conforming Amendments

The Committee bill includes a number of provisions of a clerical and
conforming character designed to correct mistakes and oversights in
the Social Security Amendments of 1972.

Tax Provision

Gasoline tax deduction—The Committee bill also includes a provi-
sion to eliminate the itemized deduction, for Federal income tax pur-
poses, of State and local gasoline taxes. This provision would be effec-
tive for taxable years beginning after 1973.

II. SOCIAL SECURITY CASH BENEFITS

Eleven Percent Benefit Increase
(Secs. 101~106 of the bill)

Under a provision enacted as part of Public Law 92-336 last year,
social security benefits will be increased automatically as the cost of
living rises. The general provision of law states that each time the
consumer price index rises by at least 3 percent between the second
quarter of one year and the second quarter of the next year, social
security benefits will be increased by the same percentage that the cost
of living has risen. Each of these cost-of-living increases becomes effec-
tive for the January following the year in ‘which the rise in the cost
of living occurs. Under last year’s law, the first cost of living increase
could not have become effective until January 1975.

In July of this year, a provision was enacted as part of Public Law
93-66 increasing social security benefits by 5.9 percent effective for
June 1974. The increase was considered to be an early, partial payment
of the larger cost-of-living increase which was already scheduled to go
into effect for January 1975 under the provisions of the Social Security
Act which call for periodic, automatic cost-of-living increases in
social security benefits.

Since this action was taken by the Congress, the cost of living has
continued to rise, with a corres onding decline in the real income of
about 30 million social security beneficiaries. The Committee believes
that these beneficiaries should not have to wait until the middle of next
year for a cost-of-living increase in benefits. The Committee therefore
recommends that the law providing for a 5.9-percent benefit increase
effective for June 1974 be modified to provide for an 11-percent
benefit increase in two steps. The first step would be a 7-percent
benefit increase effective for the month of enactment. This would
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be followed by a second increase, starting with June 1974, to bring
the benefits up to 11 percent above the present level. Assuming that
the bill is enacted in November, about $3.5 billion in additional benefits
will be paid in 1974.

Under the Committee bill, the minimum benefit would be increased
from $84.50 to $90.50 a month for November through May 1974 and
to $93.80 per month for months after May 1974. The average old-
age benefit payable for November would rise from $166 to $178 per
month and then to $186 a month for June 1974, and the average
benefit for an aged couple would increase from $276 to $296 per
month _for November and to $310 for June 1974. Average benefits for
aged widows would increase from $157 to $169 for November to $177
for June 1974.

Special benefits for persons age 72 and over who are not insured
for regular benefits would be increased for individuals from $58 to
$62.10 a month for November through May 1974 and to $64.40 per
month for June 1974, and for couples from $87 a month to $93.20 a
month for November through May and to $96.60 per month for
June 1974 and after.

Special minimum benefit.—Present law provides a special minimum
benefit for persons who have worked for relatively low wages for
long periods of time; this special minimum benefit is equal to $8.50 for
each year of coverage between 10 years and 30 years. The special mini-
mum benefit is not increased when benefits generally are increased
under the automatic cost-of-living benefit increase provisions. The
Committee believes that all persons who have worked substan-
tial periods for low wages should have their benefits increased when
increases in the cost of living lead to an increase in social security
benefits. The Committee bill therefore would provide that these special
minimum payments would be increased whenever cost-of-living in-
creases are effective. Accordingly, the bill would increase by seven
percent (from $8.50 to $9.10) the amount payable for each year of
coverage between 10 years and 30 years. This increase would be effec-
tive upon enactment, as would the general 7 percent benefit increase.
A further increase to $9.50 a month (11 percent higher than present
law) for each year of creditable coverage would go into effect for June
1974, and further increases would be made under the automatic cost-of-
living provisions. Thus a person with 80 years or more of employment
covered under social security, who is entitled to a special minimum
benefit of $170 under present law, would have this increased to $182
upon enactment and further increased to $190 effective June 1974.

Awutomatic cost-of-living increases—Under present law, the rise in
the cost of living for the automatic benefit increase provisions is
measured from the second quarter of one year to the second quarter of
the next year with any resulting benefit increase payable for the follow-
ing January. This results in a 7-month lag between the end of the
period which is used to determine the rise in the cost-of-living for an
automatic benefit increase and the payment of such increase. (The Jan-
uary check is actually received in February, 7 months after the close
of the second calendar quarter.)

The committee believes that an increase under the automatic benefit
adjustment provisions of the law should follow the rise in the cost of
living as closely as possible. In order to achieve this purpose, the bill
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would change the automatic adjustment provisions of the law to pro-
vide that future benefit increases be computed on the basis of the Con-
sumer Price Index for the first calendar quarter rather than the sec-
ond calendar quarter of the year as under present law and that the
resulting automatic benefit increase be effective for June of the year
in which a determination to increase benefits is made. This would re-
duce the lag between the end of the calendar quarter used to measure
the rise in the cost of living and the payment of the resulting benefit
increase from 7 months to 3 months. It would also mean that auto-
matic benefit increases in the future would be payable in the month in
which any revised premiums under the supplemental medical insur-
ance program would be effective, thus providing the opportunity to
make both adjustments in benefit checks at the same time. .
Since the 11-percent benefit increase provided for in the bill ap-
proximately reflects the estimated rise in the cost of living into the
second calendar quarter of 1974, the bill provides specifically that for
purposes of determining the first automatic benefit increase effective

TABLE 1.—EFFECT OF BENEFIT INCREASE ON AVERAGE
MONTHLY BENEFIT AMOUNTS FOR SELECTED BENEFICIARY
GROUPS

Average monthly amount

Before 7- After 7- After 11-
percent percent percent
Beneficiary group increase  increase increase

1. A\ﬁrage monthly family bene-
its:
Retired worker alone (no de-
pendents receiving bene-
fits). ..o $161 $173 $181
Retired worker and aged
wife, both receiving bene-
fits.ooooo 276 296 310
Disabled worker alone (no
dependents receiving ben-

efits).............. R 178 190 199
Disabled worker, wife, and

1 or more children......... 362 387 403

G;;ed widow alone............ 157 169 177
idowed mother and 2 chil-

dren....... T 389 416 433
2. Aveftj?ge monthly individual ben-

efits:

All retired workers (with or

without dependents also

receiving benefits)......... 166 178 186
All disabled workers (with or

without dependents also

receiving benefits)......... 183 195 206
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for June 1975, the increase in living costs would be measured from
tllé%second calendar quarter of 1974 to the first calendar quarter of

These changes would not affect the automatic adjustment provisions
relating to the contribution and benefit base and the earnings limita-
tion, except that these increases would occur periodically in January
following a June benefit increase rather than in the same January for
which benefits would be increased under present law. The bill spe-
cifically provides that the 11-percent benefit increase for June of
1974 provided for by the bill shall be considered an automatic benefit
increase for purposes of permitting an automatic increase in the
contribution and benefit base and the earnings limitation effective
beginning January, 1975.

Protecting veterans’ pensions.—When social security benefits are in-
creased during the year, veterans’ pensions are decreased beginning
in the following calendar year (though in most cases by substantially
less than social security benefits have been increased). To assure that
veterans’ pensions, widows’ pensions, and dependency and indemnity
compensation payments to parents of veterans are not decreased as a
result of enactment of the bill; the Committee amendment contains
a provision assuring that the 7 percent and 11 percent social security
benefit increases will be disregarded for purposes of these payments.

Funding provisions.—The Committee would point out that at the
time it considered the 5.9 percent benefit increase which under present
law would occur with the benefits for June 1974, it had been advised
that the automatic benefit increase scheduled for January 1975 would
be between 7.1 percent and 8.5 percent above the current benefit levels.
Subsequent rises in the cost of living, though, indicate that the benefit
increase in January 1975 could be in the neighborhood of 11.5 percent
above the current benefit levels were no change made in the law.
In this connection it is important to keep in mind the effect that
changing assumptions as to future rises in the cost of living have on
estimates of future income and outgo. When the 5.9 percent benefit
increase was adopted four months ago, the social security actuaries
assumed a January 1975 benefit increase in the range of from 7 to 8.5
percent, based on projected increases in the cost of living, If the 1975
increase is about 7 percent, the social security trust funds would in-
crease each year through 1977, but if it is as high as 8.5 percent, there
will be a slight decrease in 1977. And if the January 1975 benefit in-
crease is as high as 11.5 percent, as current actuarial estimates project it
might be, the trust funds will decrease slightly from 1974 to 1977.

Although the Committee believes there is no cause to be concerned
about the short-range financial stability of the program, the situation
with regard to the long-range situation is not as clear. On July 13,
1978 (after the enactment of the 5.9 percent benefit increase) the Trus-
tees of the social security trust funds sent their 1973 report to the
Congress. This report indicated that the cash benefits trust funds had
a long-range actuarial imbalance of —0.32 percent of taxable payroll,
assuming a 7.1 percent increase in 1975 if the increase is 11.5 percent,
as assumed in current estimates, the imbalance can be expected to rise
to —0.76 percent.
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With regard to the hospital insurance program, the Committee has
been informed that the program is somewhat over-financed in the
near future, and that a modification of the schedule of hospital insur-
ance tax rates would be appropriate so as to reflect on a more current
basis the year-by-year financial needs of that program. ]

Therefore, the Committee bill would modify the schedule of social
security taxes to reduce the long-range actuarial deficit of the cash
benefits program and to regulate the cash flow in the hospital insur-
ance program to reflect more nearly the needs of that program. Thus,
the social security tax base would be increased from $12,600 to $13,200
effective January 1974. The tax schedule would be modified as indi-

cated in table 2 below:
TABLE 2.—SOCIAL SECURITY TAX RATES

[In percent}

OASDI Hi Total
Pres- Com- Pres- Com- Pres- Com-
ent mittee ent mittee ent  mittee
Calendar years law bilt law bitl law bil

Employer-employee, each

1974t0 1977............ 485 495 1.00 090 585 5.85
1978 to 1980 480 495 125 1.10 6.05 6.05

1981 to 1985 . 480 495 135 1.35 6.15 6.30
1986 to 2010.. 480 495 145 150 625 645
2011 and after.......... 5.85 595 145 150 7.30 7.45

Self-employed

1974 t0 1977............ 7.00 7.00 1.00 090 8.00 7.90
197810 1980............ 7.00 7.00 125 110 825 8.10
1981 t0 1985............ 7.00 700 135 1.35 835 835
1986 t0 2010............ 7.00 7.00 1.45 150 845 850
2011 and after.......... 7.00 7.00 1.45 150 845 8.50

The effects of the changes made by the Committee bill on the long-
range financing of the program are shown in the following table:
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TABLE 3.—CHANGES IN ACTUARIAL BALANCE OF THE OLD-
AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM
EXPRESSED IN TERMS OF ESTIMATED AVERAGE COST AS
PERCENT OF TAXABLE PAYROLL, BY TYPE OF CHANGE, LONG-
RANGE DYNAMIC COST ESTIMATES, PRESENT LAW AND THE
COMMITTEE BILL

[In percent]

item OASI D Total

Actuarial balance under present

aw......... s P —-0.48 —-0.28 —-0.76
$13,200 earnings base in 1974..... +.04 +.01 ~+.05
Benefit increase and change in

automatics................... ..., —.04 ¢ —.04
Modification of special minimum... —.05 ¢ —.05
Revised tax schedule............... +.05 +.19 +.24
Total effect of change in bili........ ..... +.20 +.20
Actuarial balance under bill......... —48 =08 —.56

1 Less than 0.005.

The changes the Committee bill would make in benefits and in the
tax base are shown in table 4 and the effects of the bill on the social
security trust funds are shown in tables 5 and 6.

TABLE 4.—BENEFIT INCREASES AND CHANGES IN THE

EARNINGS BASE AND RETIREMENT TEST UNDER PRESENT
LAW AND THE COMMITTEE BILL

General benefit Contribution and Annual

increase (percent) benefit base exempt

amount

Com- Com-  under the

Present  mittee Present mittee retirement

Year law bilt law bill test 1
Special increases 2

1973, 7.0 $10,800 $10,800 $2,100

1974.......... 59 ........ 12,600 13,200 2,400

Permanent in-
creases:?®

1974.................. 11.0 12,600 13,200 2,400

1975.......... 115 3.1 13,500 14,100 2,520

1976.......... 4.0 3.1 14,400 15,000 2,640

1977.......... 30 ........ 15,300 15,900 2,880

1978l 5.8 15,300 15,900 2,880

! Amounts are the same under present law and under the committee bill.

2 Under present law, as modified by Public Law 93-66, the special benefl@ in-
crease of 5.9 percent is effective for June-December 1974; under the Committee
bill, the special benefit increase of 7 percent is effective from the month of
enactment through May 1974,

3 The first permanent benefit increase (11.5 percent under present law and 11
percent under the Committee bill) will be figured on the benefit rates now in effect
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TABLE 5.—OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
SYSTEM: PROGRESS OF THE OASI AND DI TRUST FUNDS,
COMBINED UNDER PRESENT LAW AND UNDER THE SYSTEM
AS IT WOULD BE MODIFIED BY THE COMMITTEE BILL,

CALENDAR YEARS 1973-78

[In biltions]

Income Outgo
Com- Com-
Present mittee Present mittee
Calendar year law bill law bill
1973 ... $54.8 $54.8 $53.4 $53.4
1974 61.4 63.1 58.9 62.4
1975 ... 66.5 68.3 66.6 67.5
72.6 74.5 72.7 72.9
78.4 80.5 78.5 77.6
82.0 85.2 82.3 83.5

Net increase in funds

Assets, end of year

Present Committee

Present Committee

Calendar year law bill faw bill
1973 ... $1.4 $1.4 $44.2 44.2
1974 . 2.6 i 46.8 45.0
1975, ... —.1 .8 46.7 45.8
1976, ¢ 1.6 46.6 47.4
1977 ... - 2.9 46.5 50.3
1978 ... -3 1.7 46.2 51.9

1 Qutgo exceeds income by less than $50,000,000.

and not on top of the special benefit increase (5.9 percent under present law and 7
percent under the committee bill). Permanent benefit increases under present law
become effective for January of the stated year; under the Committee bill they

become effective for June.
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TABLE 6.—HOSPITAL INSURANCE: PROGRESS OF THE HOS-
PITAL INSURANCE TRUST FUND UNDER PRESENT LAW AND
THE COMMITTEE BILL, CALENDAR YEARS 1973-78

[In billions]
Outgo
(same
under
Income present
—_— law and
Present  Commit- committee
Calendar year law tee bill bill)
$l1.4 $8.1
12.1 9.8
131 11.5
14.3 13.0
15.4 14.7
19.4 16.6
Net increase Assets, end
in funds of year
Present Commit- Present Commit-
Calendar year law tee bill law tee bill
1973 .. $3.4 $34 $6.3 $6.3
1974 .. 3.3 2.3 9.6 8.6
1975 2.8 1.5 124 10.1
1976. ... 2.7 1.2 15.1 11.3
1977 2.3 .7 175 12.0
1978. 5.5 28 229 14.9

Social Security Agreements With Other Countries
(Sec. 107 of the bill)

The Committee bill includes a provision which would provide gen-
eral authority for the President (or the Secretary of Health, Educa-
tion, and Welfare, as his delegate) to enter into bilateral agreements
(generally known as totalization agreements) with interested foreign
countries to provide for limited coordination between the U.S. social
security system and that of the other country. Under the amendment,
each agreement with another country would be reported to the Con-
gress and would become effective not earlier than 90 days later.



18

The Committee is informed that totalization agreements would
be designed to benefit both workers and employers. An agreement
would prevent the impairment of social security protection which re-
sults WEen a person works during his lifetime under the social security
systems of two countries but is not eligible for benefits on the basis
of his work in one of the two countries when he retires, becomes dis-
abled, or dies. The agreement should also prevent undesirable dual
coverage and dual employer and employee taxes with respect to the
same work under the social security systems of two cooperating coun-
tries, such as may occur when Americans work in foreign countries for
American employers. i

‘An American-Ttalian totalization agreement has been negotiated
under the authority of article VII of the Supplementary Agreement
to the Treaty of Friendship, Commerce, and Navigation of September
26, 1951, between Italy and the United States. The initialing of this
totalization agreement on May 23 by representatives of the United
States and Italy signifies only that both governments agree to accept
the text of the agreement for purposes of seeking formal approval of
their respective legislatures. In the case of the United States, the com-
mittee amendment is needed, in addition to approval of the agreement
itself, before the agreement can become effective.

The Committee has been advised that each agreement would have
a small cost, mainly the cost of paying benefits to people who would
not be eligible for benefits based solely on their earnings in the U.S.
The cost of each agreement would vary with the number of people
involved and the terms of the agreement. For example, the Secretary
of Health, Education, and Welfare informed the Committee that the
agreement with Italy could cost $900,000 in fiscal year 1975.

Exclusion From Coverage of Certain Farm Rental Income
( Sec. 108 of the bill)

. Under present law, farm rental income is covered under social secu-
rity if the rental arrangement provides that the landowner materially
participate in the production of the agricultural or horticultural
commodities on his land, and if there is material participation by the
landowner. In determining whether the landowner’s actions contribute
in a material way to the production of the commodities raised on his
farm, his own actions plus actions of his agent are considered. Actions
by an agent are attributed to the farm landowner, so that if the agent
participates in the management and operation of the farm, the farm-
owner is also deemed to be participating even though he does not
personally participate.

A problem has arisen in the case of landowners who enter into an
agreement with a professional farm management company or other
person who has the responsibility to choose a tenant and to manage
and supervise the farm operation. In such a situation, the lJandowner
does not participate in the operation of the farm and views his income
as investment income rather than income from farm self-employment.

Accordingly, the Committee bill provides that in such a situation
the landowner would not be considered to participate in the operation
of the farm. Therefore, his farm income would not count for social
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security purposes if he entered into an agreement with another person
to manage or supervise the farm operation, including the selection of
tenants, when there is in fact no participation on his part.

Study on Cost-of-Living Benefit Variation
(Sec. 109 of the bill)

The cost of living may vary substantially in different geographice
areas of the United States, and it may vary widely even within a State.
Both social security cash benefits and supplemeéntal security income
(SST) payments to aged, blind, and disabled persons are based on
Federal law which provides the same treatment among the States
and within a State. While it is clear that the adequacy of the same
social security or SSI payment may differ depending on where the
beneficiary lives, the problems of varying benefits in different areas
have not been fully studied.

Accordingly, the Committee bill includes a provision directing the
Department of HEW to study the various programs under the Social
Security Act to determine the feasibility of relating eligibility criteria
and benefit amounts to the cost of living in the State or in the locality
within the State. In carrying out the study, the Department wiil
develop a comprehensive cost of living index for each State as a whole,
evaluate the effects of a State-by-State variation in benefits under the
Social Security Act, consider the feasibility of making a cost of living
adjustment only in those States where the cost of living is signifi-
cantly higher than the national average, and determine ways of im-
proving data on the cost of living.

Termination of Coverage for Policemen in Louisiana

(Sec. 110 of the bill)

The Committee bill adds a provision which would allow Louisiana
to terminate social security coverage for certain policemen. Tradi-
tionally, the social security law has provided social security coverage
for policemen in instances where the policemen themselves wish it,
and where the State agrees to it. The 1973 Louisiana Legislature
created a new Municipal Police Employees Retirement System. In a
number of cases policemen who are covered under the social security
program have hesitated to join the new system because they are un-
able to afford the cost of both programs. Under the present law, the
only way these policemen who are covered under social security can
terminate their coverage involves the termination of coverage for the
entire group, policemen and all other employees. In order to avoid
this situation, the Committee has adopted a provision which would
permit the termination of coverage for policemen without affecting the
coverage of other employees.

Under the Committee amendment, the State of Louisiana would be
permitted at any time up through the end of 1974 to modify its cov-
erage agreements so as to terminate the coverage of policemen who
are eligible to join the Municipal Police Employees Retirement Sys-
tem without terminating the coverage of any other employees. Such
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an agreement would terminate the coverage of the policemen concerned
effective January 1,1974.

Termination of Coverage for California Policemen and Firemen
(Sec. 111 of the bill)

The Committee was informed that in a number of instances, police-
men and firemen in California who are covered under social security
have subsequently been covered additionally by a pension plan specif-
ically designed to meet the needs of policemen and firemen. In other
instances, where policemen and firemen were covered under both social
security and a pension plan, the pension plan has subsequently been
greatly liberalized and made more expensive. As g result, some police-
men and firemen face a financial burden in attempting to pay both
social security contributions and substantial contributions required by
their pension plan. If a State terminates social security coverage for
such policemen and firemen, the termination must apply to all other
employees in the coverage group, ordinarily all the employees of a
State or political subdivision, except those engaged in a proprietary
function of the State or subdivision. This, of course, often means that
other employees who need and want coverage under social security
lose protection under the program. In other cases, the termination
desired by policemen and firemen is blocked by the opposition to the
termination by other employees in the same coverage group.

In view of this, the committee bill adds a new provision which would
allow the State of California to terminate coverage for policemen and
firemen who are under a retirement system without affecting the cover-
age of other employees in the same coverage group. Terminations
would be subject to the requirements of present law under which States
wishing to terminate coverage must give the Secretary of Health,
LEducation, and Welfare 2 years’ advance notice; the notice can be

iven only after coverage of the group involved has been in effect
for at least 5 years. The provision would also permit the reinstatement
of social security coverage (with no breal in continuity) of employees
other than policemen and firemen whose coverage had been terminated
by prior actions taken to terminate coverage of policemen and firemen,

if a majority of the other employees vote to again be covered under
social security.

III. TAX CREDIT FOR LOW-INCOME WORKERS WITH
FAMILIES

(Sec. 112 of the bill)

. Presently, no Federal income tax is generally paid by those with
incomes at or below the poverty level. However, almost all employed
persons pay social security taxes, regardless of how little income they
may earn. The Committee bill includes a new tax credit provision
which has the effect of refunding to low-income workers with children
a large portion of the social security taxes they pay.!

1 Self-employed persons are not eligible for the credit for the soclal security taxes they
pay on self-employment income. Low-lncome workers who pay rallroad retirement taxes are
treated as 1f they pay soclal security taxes for purposes of determining the credit.
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. The Committee bill adds a new provision to the tax laws which pro-
vides that a low-income worker who maintains his household in the
United States which includes one or more of his dependent children is
to receive a credit equal to a specified percentage of the combined em-
ployer-employee social security taxes generated by his employment if
his wages do not exceed $4,000. (This percentage of social security
taxes is the equivalent of 10 percent of wages.) In the case of married
taxpayers, the tax credit would be computed on the basis of the com-
bined earnings of both the husband and wife.

If the total annual income of the taxpayer (and his spouse if he is
married) exceeds $4,000, the tax credit is reduced by one-quarter of
the excess above $4,000. With this phaseout, the tax credit is elimi-
nated once the total income reaches $5,600 ($5,600 exceeds $4,000 by
$1,600; one-quarter of $1,600 is $400, which subtracted from the maxi-
mum credit of $400 is zero).

In determining when an individual’s “income” exceeds $4,000 for
purposes of this tax credit, “income” is defined as including all his
adjusted gross income, including certain income which is specifically
excluded from the income tax base (for purposes of subtitle A of the
Internal Revenue Code) and including certain transfer payments and
payments for the general support of the taxpayer (such as social
security, welfare, and veterans payments, and food stamps, but not
transfer payments for medicare, medicaid, and the furnishing of
prosthetic devices).

The size of the tax credit is shown on the table below for selected
income levels:

Annual income of husband and wife (assuming Tax
it is all taxed under social security) credit
$2,000 ... .. $200
3,000 . o 300
4,000 .... .. e P 400
5,000 ... .. A o 150
5600 . . . ... . .. L e 0

Individuals who are eligible to receive the tax credit may apply for
advance refund payments of these amounts on a quarterly basis. Under
this procedure, at any time after completion of the first calendar quar-
ter, and before the expiration of the second quarter, an individual may
apply for one-quarter of the tax credit he shall be entitled to receive
based on his earnings in the first quarter, taking into account the earn-
ings he expects to receive in subsequent quarters. After completion of
the second quarter, application may be made for an additional pay-
ment (or for an initial payment if no advance refund payment had
been made for the first quarter), up to an amount equal to one-half
of the credit he may be entitled to receive for the year. A similar
procedure may be followed after completion of the third quarter, but
for the fourth quarter the tax credit is to be applied for in connection
with the filing of the return (referred to below), after the end of the
year, or claimed as a credit in the same manner as an overpayment of
income tax. Applications for advance refund payments are to be filed
with the Internal Revenue Service and are to be made in a manner
prescribed by regulations. The Internal Revenue Service is expected
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to make these payments as promptly as possible after the application
(but not less frequently than once every three months). These pay-
ments are not to be included in the income of the taxpayer for income
tax purposes, and are to be made regardless of any tax liability, or lack
of it, on the part of the taxpayer.

No advance refund payment is to be made for any quarter to an
individual who, on the basis of the income he (and his spouse if he is
married) expects to receive during the entire year, is not eligible for
a tax credit for the year. In addition, to eliminate de ménimas claims,
no quarterly advance refund payment of less than $30 is to be made.

At the end of the year, the individual who has received advance
refund payments is required to file a return with the Internal
Revenue Service setting forth the amount of income which he (and
his spouse) had received during the year and the amount which he
(and his spouse) had received as advance refund payments, together
with such other information as may be required by regulations. (In
addition, all agencies and departments of the United States Govern-
ment are authorized and directed to cooperate with the Treasury
Department in supplying information necessary to implement this
provision.) It is expected that these applications and returns will
receive as expeditious treatment as is reasonably possible by the Inter-
nal Revenue Service. These documents should be designed as simply
as possible, taking into consideration the intent of this provision,

If the Internal Revenue Service determines that an individual has re-
ceived advance refund payments in excess of the tax credit to which
he was entitled for a year, it is to notify the individual of the amount
due and collect the amount due. The excess payments may be collected
by withholding from future tax credit advance refund payments
the individnal otherwise is entitled to receive, by treating the excess
payments as a deficiency under the tax laws (such as by using the off-
set authority provided in Sec. 6402(a) of the Code), or by entering
into an agreement with the individual providing for repayment.

Each document and application to be filed in connection with the
tax credits is to contain a warning that statements made in such docu-
ment or application are made under penalty of law. The provisions
of the present tax law relating to crimes, other offenses, and forfeitures
(chap. 75) and the general Federal criminal provisions relating to
false or fraudulent statements (18 U.S.C. Sec. 1001) are to apply to all
of these documents.

This provision is to become applicable to tasable years beginning
after December 31, 1973; however, the first advance refund is not to
be made before July 1974,

Revep/ue effect.—It is estimated by the Department of Health,
Education, and Welfare that the tax credit provision would
total roughly $700 million during the calendar year 1974, if
the minimum wage is not increased. However, this cost will be partly
offset by a $100 million savings in the Federal cost of Aid to Families
with Dependent Children.
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1IV. SUPPLEMENTAL SECURITY INCOME

Increases in Supplemental Security Income Benefits
(Sec. 121 of the bill)

The new program of supplemental security income (SSI) is a fed-
erally administered program which will tale over most of the re-
sponsibility of the former Federal-State programs of old-age assist-
ance, aid to the blind, and aid to the permanently and totally disabled
on January 1, 1974. Tt is estimated that over 3 million recipients under
the State programs will move into the new program and that up to
3 million more people may be newly eligible for benefits under it.

In July 1973 there were 1,839,000 recipients of old-age assistance,
78,000 recipients of aid to the blind and 1,217,000 recipients of aid to
the permanently and totally disabled. All of these recipients will qual-
ify for the SSI program or for State payments supplementing SSI.
The Federal Government will bear the full administrative costs of the
SSI program and an option is provided to States for the Federal
Government to administer any State supplemental payments, thereby
relieving the States of very substantial administrative costs. Persons
eligible for SSI must meet a standard test of need including both
income and resources and as a group may be assumed to include a
very high proportion of beneficiaries who are in greatest need because
of recent rapid increases in the cost of living.

The committee considered it desirable to increase the benefits to
these persons even before the social security benefit increase could
become effective. Under existing law, benefits would be $130 for an
eligible individual without other income and $195 for such an indivi-
dual and a spouse from January to June 1974 and would be increased
in July to $140 for an individual and $210 for a couple. The commit-
tee bill moves this increase forward to January 1. The bill would fur-
ther increase these amounts to $146 and $219 on July 1 when the full
social security increase occurs. The January increase is roughly propor-
tionate to the 7-percent advance payment of the social security in-
crease, and the July increase approximates the same percentage which
the additional social security benefit increase in the July 1974 social
security checks represents. Changes were made in the benefits of cer-
tain essential persons provided under Public Law 93-66 so that they
will conform to a spouse’s benefit as they did under that law.

Food Stamp Eligibility for Supplemental Security Income
Recipients

(Sec. 122 of the bill)

Under the Social Security Amendments of 1972 (P.L. 92-603) indi-
viduals eligible for SSI benefits would have been prohibited from
participating in food stamp or commodity distribution programs.
However, the Congress this year substantially modified this provision
in amending the Food Stamp Act.



24

The law enacted this year provides that an individual is ineligible
for food stamps for a glyven xlr)lonth only if his SSI benefit (plus any
State supplement) is at least equa) to the amount of assistance plus the
food stamp bonus he would have received under the State plan of old-
age assistance, aid to the permanently and totally disabled, or aid to
the blind as in effect for December 1973, . X o

This would appear to require that in addition to having his eligi-
bility determined under the provisions of the SSI program and any
State supplementation program, an individual’s eligibility would have
to be determined under the State plan for aid to the aged, blind, or
disabled which was in effect for December 1973. In some States this
involves quite a complex and individualized budgetary analysis of
needs. In addition, it would be necessary to periodically re-examine
the individual’s eligibility under the December 1973 State welfare plan
to see if any of the varlable factors applicable, such as the amount
of rent paid, need for a special diet, etc., had changed sufficiently to
affect the question of whether or not the amount actually payable under
SSI was as great as the amount which would have been payable under
the old welfare plan plus food stamps. It is quite possible, there-
fore, that an individual’s eligibility for food stamps under this pro-
vision might vary from month to month and that in the same State
there mig%xt be SSI beneficiaries who are eligible for food stamps and
SSI beneficiaries who are not eligible for food stamps.

A determination under the prior welfare plan would have to be made
not only for those SSI beneficiaries who were actually on the rolls in
December 1973, but also for those newly eligible after that time. In
addition, for purposes of determining eligibility for assistance under
the prior welfare plan, the definition of disability and blindness in
the new SSI program would be used if it is to the advantage of the
beneficiary.

Another possible problem relates to the question of whether the
mandatory gtate supplemental payments required under the new law
enacted four months ago (P.L. 93-66) will be counted in determining
food stamp eligibility. The provision in the Food Stamp Act literally
provides for measuring the Federal SSI payments plus “payments
described in section 1616(a)” (that is, optional State supplementary
payments) against the prior welfare payments plus food stamps. Since
the mandatory supplemental payments under P.L. 93-66 are tech-
nically not “payments described in section 1616(a)?”, it is at least
possible that this provision might be so interpreted that an individual
will be eligible for food stamps even though his SSI payment plus
mandatory supplemental payment cxceeded the amount which would
have been available under the old welfare programs.

The Committes believes that the law enacted this year will be ex-
tremely difficult to administer and present substantial problems of un-
equal treatment in food stamp eligibility for SSI beneficiaries. More-
over, In some Instances, recipients may lose valuable food stamp
eligibility beeause their SST benefits exceed by just a few dollars their
prior welfare plus food stamp entitlement,

The Committce has decided that the best method of dealing with the
problem of food stamps would be to simply repeal the prohibition in
the Food Stamp Act against participation by SSI recipients in that
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program (and the similar prohibition with respect to the commodity
program.) This would eliminate any statutory requirement that eligl-
bility for food stamps be determined on the basis of whether or not an
individual is an SSI recipient rather than on the basis of his income.
(Current food stamp regulations make welfare recipients eligible for
food stamps even if their total incomes exceed the ordinary eligibility
standards for food stamps.)

The Committee bill would also eliminate the provisions of P.L. 92~
603 which, in effect, provide additional Federal funding to compensate
States for raising their State supplemental levels to offset recipients’
loss of eligibility for food stamps. However, for a period of up to
18 months, States which have raised their levels under this provision
may be provided such Federal funding and, in those States, SST re-
cipients will be ineligible for food stamps during this period.

Limitation on Grandfather Clause for Disabled Individuals
(Sec. 123 of the bill)

In enacting the new SSI program for the aged, blind and disabled
the Congress provided that disabled persons on the rolls in December
1973 would continue to be considered disabled, even if they did not
meet the new Federal definition of disability, provided that they con-
tinued to meet the old State definitions in effect as of October 1972. The
purpose of this provision was to make it unnecessary for the Social
Security Administration to make a new determination of the disability
of the 1.2 million current recipients of aid to the disabled.

New York City is apparently hastily examining all AFDC caretaker
relatives for disability in order to place the maximum number on
aid to the disabled. An article appearing in the New York
Times of September 24, 1973, indicated that 65 percent of the
first 10,000 welfare mothers screened were found to have severe
disabilities. New York City plans to test 250,000 welfare mothers
in a ten week period. This transfer of AFDC mothers to APTD
would shift the cost from the Federal-State AFDC program
to the Federal SSI program, with higher Federal and lower State
costs. To prevent such a costly development the committee bill would
amend the grandfather provision for disability to provide that only
those persons who had received aid to the disabled before July 1978,
and who are on the rolls in December 1978, would be deemed disabled
without having to meet the Federal definition of disability under the
SSI program.

Supplemental Security Income Recipients Who Live With
AFDC Families

(Sec. 124 of the bill)

In P.1. 93-66, the Congress enacted a grandfather clause providing
that SSI recipients who are now getting aid to the aged, blind, an
disabled under State programs will receive State supplemental bene-
fits sufficient to assure them no reduction in total income when the new
SSI program goes into effect in January. The provision was designed
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to achieve this objective while, at the same time, minimizing the ad-
ministrative burdens to be placed on the Department of HEW which
would have to administer the SSI benefits and, at least in most States,
the supplemental benefits. . . . .

In most cases, the formula contained in P.L. 93-66 will achieve
these two objectives in an acceptable way. However, in certain exceﬁ-
tional circumstances, an anomaly may arise in which the result of the
provision in P.L. 93-66 will be to greatly increase the amount of assist-
ance payable. This can happen in the case of individuals who are

etting payments under the program of aid to the aged, blind or
gisabled, but who are also members of family units getting AFDC
payments. In such cases there are two problems which can arise.

The first of these relates to the allocation of certain budget items
such as shelter and utilities which are common to both the aged, blind
and disabled individual and the rest of his family. Under the old law
some or all of these items might have been attributed to the aged,
blind, or disabled person, while under the new law, the amount, of pay-
ment to the aged, blind and disabled is determined without reference
to specific buﬁget needs. Thus the full amount of these specific needs
will apparently have to be added to the AFDC budget, raising the
amount of the AFDC grant. This effect could be partially offset if the
SSI recipient’s contributions toward the costs of running the house-
hold could be considered to reduce the net amount of the family’s
needs. However, a provision of P.L. 92-603 (sec. 414) specifically pro-
hibits counting the income and resources of an SSI recipient in
determining the income and resources of an AFDC family.

A second part of the problem arises because some States allocate the
income of an aged, blind, and disabled person to his entire family
when doing so results in a higher total grant to the individual and his
family. This will no longer be permitted after January 1974, but at
the same time his total income (including that part now allocated to
the rest of his family) must be counted in determining the mandatory
State supplement under the grandfather clause in P.L. 93-66. The
net result of this is that the State will have to provide an increased
amount of assistance to his family (because the State can no longer
count some of his income as the family’s income) and will have to also
provide an increased level of assistance to him (because it must count
all of his income in computing the grandfather clause).

The committee bill corrects this situation by permitting a State to
adjust the grandfather clause in such a way that it would assure the
maintenance of the same level of total family income (rather than the
maintenance of the individual’s total income) in those cases in which
the SST recipient resides with an AFDC family. The bill provides,
however, that the SSI recipient would be assured under the grand-
father clause at least as great a total income as a comparable aged,
blind or disabled person not living with an AFDC family and having
no other income.

Special Supplemental Security Income Disregard Provision
(Sec. 125 of the bill)

The Social Security Act excludes from income, for purposes of
determining SST benefits, assistance furnished individuals by States if
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it is l_msqd_on need. Certain State benefits which are now payable to
aged individuals without regard to need on the basis of their length of
residence in a State will, however, reduce the amount of any supple-
mental security income payments dollar for dollar under present law.
Unless the law is modified, States having such payments may simply
discontinue them since without an exemption of this type the real
beneficiary of the payments would be the Federal Government rather
than the aged residents whom the State intended to help. The Com-
mittee would accordingly exclude from income, for SSI purposes,
such State longevity payments to aged persons.

Demonstration Projects With Respect to the Aged, Blind, or
Disabled

(Sec. 126 of the bill)

Section 1115 of the Social Security Act allows the Secretary of
Health, Education, and Welfare to permit certain research and dem-
onstration projects to operate by waiving some of the legal require-
ments otherwise applicable to assistance programs under the welfare
titles of the Act (for example, the requirement of statewide uni-
formity and the requirement that assistance under such programs be
made in the form of unrestricted money payments). Section 1115 also
permits the costs of any such projects approved by HEW to be con-
sidered as expenditures under the appropriate welfare titles and,
therefore, eligible for Federal matching.

Because Public Law 92-603 (H.R. 1) repeals the existing welfare
titles of the Social Security Act dealing with the aged, blind, and dis-
abled effective January 1, 1974, certain on-going demonstration proj-
ects may be adversely affected. The Committee bill would prevent this
by authorizing the Secretary of HEW to make such waivers of the
requirements of the new Supplemental Security Income program as
may be necessary to permit the continued operation of the projects.
The amendment would also authorize continued Federal funding of
projects to the same extent as such funding would have been avail-
able if the former welfare programs for the aged, blind, and disabled
had not been repealed. (In addition, the amendment permits the non-
Federal share of the costs of such projects to be covered under the
savings clause which limits non-Federal costs for State supplementary
payments to 1972 levels.) . .

The amendment applies only to projects which were already ap-
proved prior to October 1,1973.

Authority for Surviving Spouse of Deceased SSI Beneficiary
To Cash Joint Check

(Seec. 127 of the bill)

TUnder the socia] security program, when benefits are payable on a
single account to both a worker and his spouse, the couple has the
option of receiving either two separate checks or a single check which
combines the benefits payable to each of them. In the event of the
death of one spouse, the Social Security Administration is empowered

22-369—73——3
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to provide for the superendorsement of the joint check so that it may
be cashed by the surviving spouse. Any resulting overpayment 1s cor-
rected throngh adjustment in subsequent payments due the survivor.
Existing law does not, however, provide comparable superendorse-
ment authority to the Social Security Administration in the case of
Supplemental Security Income payments. Because of this, the Admlg-_
istration has decided not to issue joint checks to couples receiving SSI
even whero both husband and wife request that their benefits be com-
bined in & single check. The Committes bill would remedy this by
giving the Social Security Administration superendorsement authority
with respect to SST. . . )
The Committee, accordingly, expects that the Admiristration will
honor requests by couples who find it more convenlent to receive a

single checlc including both their payments. The Committee recog-

nizes, however, that such a feature can not be imp_l(emented immedi at,efy
because of the short time remaining before the SSI program becomes

effective.
V. SOCIAL SERVICES
(Secs. 131 to 136 of the bill)

LEGISLATIVE BACKGROUND

Rapid rise in Federal funds for social services—Like Federal
matching for welfare payments, Federal matching for social services
prior to fiscal year 1973 was mandatory and open-ended. Every dollar
a State spent for social services was matched by three Federal dollars.
In 1971 and 1972, particularly, States made use of the Social Security
Act’s open-ended 75 percent matching to increase at a rapid rate the
amount of Federal money going into social services programs.

The Federal share of social services was about three-quarters of a
billion dollars in fiscal year 1971, about $1.7 billion in 1972, and was
projected to reach an estimated $4.7 billion for fiscal year 1973. Faced
with this projection, the Congress enacted a limitation on Federal
f;mdi%g as a provision of the State and Local Fiscal Assistance Act
of 1972,

Federal funds for social services limited in 1972.—Under the pro-
vision in the last year’s legislation, Federal matching for social services
to the aged, blind and disabled, and for services provided under Aid to
Families with Dependent Children was subjected to a State-by-State
dollar limitation, efiective beginning fiscal year 1973. Each State is lim-
ited to its share of $2,500,000,000 based on its proportion of popula-
tion in the United States. Child care services, family planning services,
services provided to a mentally retarded individual, services related to
the treatment of drug addicts and alcoholics, services provided a child
in foster care, and (under a provision adopted this year as part of Pub-
lic Law 93-66) any services to the aged, blind, or disabled can be pro-
vided to persons formerly on welfare or likely to become dependent on
welfare as well as to present recipients of welfare. At least 90 percent
of expenditures for all other social services, however, have to be pro-
vided to individuals receiving Aid to Families with Dependent Chil-
dren. Until a State reaches the limitation on Federal matching, 75
percent Federal matching continues to be applicable for social services
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as under prior law. Family planning services provided under the
medicaid program are not subject to the Federal matching limitation.

Services necessary to enable AFDC recipients to participate in the
Worlk Incentive Program are not subject to the limitation described
above; they continue as under prior law, with 90 percent Federal
matching and with funding of these services limited to the amounts
appropriated. Federal matching for emergency social services is at a
50 percent rate.

In setting a maximum limit on the amount of Federal funds which
would be available for social services programs, the Congress indicated
its clear intent to stop the rapid and uncontrolled growth of the Fed-
eral commitment to this program. However, in the 1972 legislation the
Congfess did not alter the basic nature of the social services program
nor did it express any intent that the level of Federal commitment to
this program which had been reached should be cut back in any sub-
stantial way; in fact, the amount chosen as the new limit on Federal
funding ($2.5 billion per year) represented a commitment to a con-
tinuation of at least the level of Federal funding which had then been
reached. Furthermore, the 1972 legislation clearly delineated certain
high priority types of services which the Congress felt should be avail-
able, not only to those already on welfare, but also to those who might
in the absence of these high priority types of services be likely to be-
come dependent upon welfare.

REGULATORY CHANGES BY THE DEPARTMENT OF HEALTH,
EDUCATION AND WELFARE

On May 1, 1973, the Department of Health, Education, and Welfare
issued sweeping revisions in the Federal regulations under which social
services programs are operated by State welfare agencies. These regu-
lations, which were to have become effective on July 1, were strongly
opposed by many groups and individuals who felt that they were in
many respects contrary to the purposes which social services programs
were intended by Congress to serve. )

Eligibility for serveces—Under the May 1 regulations, social serv-
ices could have continued to be provided to cash assistance recipients
and to former and potential recipients; however, the definition of
former and potential recipients was considerably narrower than under
the prior regulations. Services provided to former recipients would
have had to have been provided within three months after assistance
was terminated (compared with two years under the former regula-
tions). Persons could have qualified for services as potential recipients
only if they were likely to become recipients within six months and
only if they had incomes no larger than 150 percent of the State’s cash
assistance payment standard. In the case of child care serviges, poten-
tial recipients with incomes above that limit but not more than 23314
percent of the cash assistance payment standard could have qualified
for partially subsidized child care. Under the former regulations serv-
ices could be made available to individuals likely to become recipients
within five years and without any specific income tests. The former reg-
ulations also permitted eligibility to be established for some services on
a group basis (for example, services could be provided to all residents
of 2 low-income neighborhood). The new regulations would have not
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permitted group eligibility but would have required the welfare agency
to make individualized eligibility determination for each recipient of
services. ..

Scope of services—The May regulations would have limited the
type of services which may be provided to 18 specifically defined serv-
joes and would have limited to just a few services those which the States
are required to provide. By contrast, the former regulations had a
fairly extensive list of mandatory services, specifically mentioned a
number of optional services, and allowed States to receive Federal
matching for other types of services not spelled out in the regulations.

Procedural provisions.—The May 1 regulations would have changed
a number of the administrative requirements imposed upon the States
in connection with services; for example, the requirement of an AFDC
advisory committes would have been dropped and the requirement
of recipient participation in the advisory committee on day care
services would have been eliminated. Similarly, a fair hearing pro-
cedure (as applicable to services) would no longer have been man-
dated. The regulations would have required more frequent review
(every 6 months rather than each year) of the effectiveness of services
being provided and would have required that agreements for purchase
of services from sources other than the welfare agency be reduced to
writing and be subject to HEW approval. .

Refinancing of services—The May 1 regulations would have denied
Federal matching for services purchased from a public agency other
than the welfare agency under an agreement entered into after Feb-
ruary 15, 1973 to the extent that the services in question were being pro-
vided without Federal matching as of fiscal year 1972. This limitation
on refinancing of previously non-Federal services programs would
have been relaxed under the new regulations over a period of time and
would have ceased to apply starting July 1,1976.

CONGRESSIONAL ACTION TO POSTPONE NEW REGULATIONS

The new regulations issued by the Department on May 1, 1973 were
objectionable to the Congress both because they contradicted specific
provisions of law and because they were largely in conflict with the
Congressional view of the basic purpose of the social services program
and the legislative intent in imposing the $2.5 billion limit in 1972.
Some specific statutory conflicts involved :

. L. Limiting eligibility of former and potential assistance re-
cipients for services on the basis of income when the statute per-
mits the Secretary only to specify time periods in which an indi-
vidual is to be considered a former or potential recipient;

.2. Virtually precluding Federal matching for the family plan-
ning services States are required to offer and provide;

3. Precluding Federal matching for legal services related to
establishing of paternity of children born out of wedlock, locating
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fathers who have deserted their families, and trying to collect
support payments from these fathers—all activities States are
required to perform under present law;

4. Precluding Federal matching for medical services_in con-
nection with treatment of alcoholism and drug abuse and limiting
Federal matching for services for the mentally retarded, despite
the inclusion of both of these kinds of services as high priority
services which may be provided without regard to whether the
recipient of services is on welfare or not;

5. Limiting Federal matching only to services which support
the attainment of the goals of self-support or self-sufficiency, in
contrast to the statutory requirement that States develop a pro-
gram of family services for the purposes of “preserving, rehabili-
tating, reuniting, or strengthening the family”; and

6. Ignoring the requirement that the Secretary prescribe serv-
ices the State must make available to old age assistance recipients
to help them attain or retain capability for self-care.

In a more basic way, the May 1 regulations posed the question of
whether the 1972 Congressional action in placing a ceiling on Federal
funding could be usecgi by the Department to justify the issuing of
regulations which would have the effect of altering the basic nature
of the program to such an extent that, according to many witnesses
who testified at the hearings held by the Committee in May of this
year, the States would be unable to utilize a large part of the funding
statutorily avsilable to them under the $2.5 biliion limit.

Because of the extensive nature of the changes which wounld have
been made by the new regulations and the issues raised by those
changes, the Congress did not have sufficient time to develop a legis-
lative resolution of the policy issues before the new regulations were
to go into effect on July 1, 1973. Instead, the Congress simply pro-
vided that no new social services regulations (other than those needed
for technical compliance with last year’s law) could become effective
prior to November 1, 1978, This legislation did allow the possibility
of implementing new social services regulations prior to the Novem-
ber 1, 1973 date, if the Administration obtained approval for any
such regulations from the Senate Committee on Finance and the
House Committee on Ways and Means. Though revisions in the regu-
lations were proposed in the Federal Register in September, no at-
tempt was made to obtain approval of new regulations from the two

committees.
REVISED REGULATIONS

On September 10, 1973, the Department of Health, Education and
Welfare published in the Federal Register a number of revisions
in its earlier proposed regulations. Additional changes were made on
October 31, 1973 when the Department published in the Federal Regis-
ter the final set of regulations which went into effect on November 1,



32

1973. These changes do, to a certain extent, attempt to meet
several of the specific statutory conflicts which were pointed out in
connection with the earlier regulations. In particular, those related
to legal services, family planning services, services for the mentally
retar%led, and treatment of alcoholics and drug addicts have been
brought more in line with statutory provisions. However, the more
basie questions raised by the new regulations remain unresolved under

the November 1 regulations. :

COMMITTEE PROVISION

Freedom from regulatory control—The lengthy history of legisla-
tive and regulatory action in the social service area has made it clear
to the committee that the Department of Health, Education, and Wel-
fare can neither mandate meaningful programs nor impose effective
controls upon the States, The Committee believes that the States should
have the ultimate decision-making authority in fashioning their own
social services programs within the limits of funding established by
the Congress. Thus the Committee bill provides that the States
would have maximum freedom to determine what services they will
make available, the persons eligible for such services, the manner in
which such services are provided, and any limitations or conditions on
the receipt of such services.

States would not, however, be permitted to use Federal social serv-
ices funds in such a way as to simply replace State money with Federal
money. The bill requires that any increase in Federal funding used
by a State to purchase social services must result in an increase in the
level of services and not simply represent the purchase of the same
services previously purchased with State funds.

The Committee bill provides that States may furnish services which
they find to be appropriate for meeting any of these four goals: (1)
self-support (to achieve and maintain the maximum feasible level of
employment and economic self-sufficiency) ; (2) family care or self-
care (to strengthen family life and to achieve and maintain maximum
personal independence, self-determination, and security in the home,
mcluding, for children, the achievement of maximum potential for
oventual independent living and to prevent or remedy neglect, abuse, or
exploitation of children): (3) community-based care (to secure and
maintain community-based care which approximates a2 home environ-
ment when living at home is not feasible and institutional care is in-
appropriate) ; and (4) institutional care (to secure appropriate insti-
tutional care when other forms of care are not feasible).

To illustrate the variety of services which States may provide with
the available social services funds, the Committee bill includes a list
of services which could be furnished. This list is not intended to limit
the freedom of the States to provide other types of services.
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"The services listed are:
day care services for children,
day care services for children with special necds,.
services for children in foster care,
protective services for children,
family planning services,
protective services for adults,
services for adults in foster care,
homemaker services,
chore services,
) home delivered or congregate meals,
(11) day care services for 'Ldults,
(12) health-related services,
(13) home management and other functional educational
services,
(14) housing improvement services,
(15) a full-range of legal services,
(16) transportation services,
(17) educational and training services,
(18) employment services,
(19) information, referral and follow-up services,
(20) special services for the mentally retarded,
(21) special services for the blind,
22) services for alcoholism and drug addiction,
(23) special services for the emotionally disturbed,
(24) special services for the physically handlcapped

Any other types of services not fitting into any of these 24 cate-
gories could also be provided by the States in order to meet the goals
of self support, family care or self care, community-based care, or
institutional care. Through this mechanism the States will be able
to construct programs to meet their particular needs within a pre-
determined amount of Federal funding without regulatory impedi-
ments which often have made planning and program development an
impossibility. It is the Committee’s belief that the mutual objective of
the States and the Federal Government of reducing dependency upon
welfare will be met most effectively by this approach.

While the Committee bill is designed to give the States maximum
flexibility in designing and operating their social services program, the
Committee feels that there should be a public record of the use which
the States make of Federal social services funds. Accordingly. the
Committee bill would require the States to submit an annual rep01t on
their use of funds for social services. The Committee expects that this
report will show how much each State expended for each type of
services. The report should also provide information on the extent to
which social services funds were used for services to persons not
actually on welfare and the extent to which such funds were used for
the purchase of services from organizations outside the welfare
agency. The Committee emphasizes that under this repf\rtmg require-
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ment, the Department of Health, Education, and Welfare would have
the duty of requesting appropriate information from the States and of
transmitting that information to the Congress in the form of an annual
report. The Department’s responsibility for providing this annual re-
port is not, however, to be interpreted as authorizing the Department
to impose upon the States complex and burdensome reporting pro-
cedures. Nor is the reporting requirement to be interpreted as placing
upon the Department the burden of conducting audits to provide de-
tailed verification of these reports. . .

The Committee bill includes a repeal of the provisions enacted in
P.L. 92-512 under which the proportion of the Federal social services
funds which each State could use for non-welfare recipients was
limited to 10 percent (except in the case of specified high priority
services). The $2.5 billion annual limit on Federal funding for services
is retained. The Committec bill also includes a provision making ex-
plicit in the statute that donated private funds. including in-kind con-
tributions, will be considered State funds in claiming Federal reim-
bursement, for social services where such funds are transferred to the
State or local agency, are under its administrative control, and are
donated on an unrestricted basis (except that funds donated to sup-
port a particular kind of activity in a named community shall be
acceptable).

The new social services provisions would be effective as of Novem-
ber 1, 1973. However, the Committee bill would not result in fiscal 1974
Federal expenditures for social services exceeding $1.9 billion, the
amount included in the President’s budget.

Each State would be assured, for fiscal 1974. a level of social serv-
ices funding sufficient to maintain the level of their expenditures for
social services in the quarter which ended September 30, 1973. The dif-
ference between the amount necessary to meet this goal of maintaining
current expenditure levels and £1.85 billion would be allocated on a
population basis among those States requiring additional funding. No
State would receive funding for fiscal yvear 1974 in excess of its alloca-
tion under the $2.5 billion limit enacted in 1972, except that 850 million
would be available for allocation by the Secretarv of Health, Educa-
tion, and Welfare as necessary to prevent certain States (those which
were eligible in fiscal 1973 for additional funding above their share of
the $2.5 billion limit under a savings clause in Public Law 92-608)
from falling below fiscal 1973 funding levels. It is anticipated that
considerably less than $50 million will be required to meet this objec-
tive, and the Committee bill provides that the remainder be allocated
by the Secretary to States which would otherwise be limited under the
basic formula to a relatively small part of their regular allocation
nnder the full $2.5 billion limit and which had, prior to November 15,
1973, adopted plans for an expansion of social services programs dur-
ing fiscal year 1974. Part of this $50 million could also be used for
funding programs with a potential for vielding a high level of benefit
i relation to the costs involved. ) "

The estimated State entitlements in fiscal years 1974 and 1975 are
shown in table 7.



Table 7.—Estimated Distribution of Federal Social Services Funds Under Committee Bill, Based on HEW Adjusted Esti-
mates of State Expenditures in First Quarter of Fiscal Fear 1974

[Dollars in thousands]

Fiscal year 1974 Allocationof  Total fiscal year

Estimated funding funding to con- funds above 1974 funding
for fiscal year tinue current  currenttevel (up available under Funding available
State 1973 funding levet ! to $1.9 billion) bill infiscalyear 1975
Totals...............oe..l 0 $1,548,219 $1,598,096 2*$301,904 3$1,900,000 $2,500,000
Alabama.................c.ceeeeel 16,279 19,980 5,032 25,012 42,140
Alaska.............cco 5,895 3,637 2,258 5,895 3,901
Arizona. ... ... 3,182 3,400 2,788 6,188 23,351
Arkansas...... ... 7.236 7,488 2,835 10,323 23,747
California.....................00. 211,584 221,733 24,000 245,733 245,733
Colorado...................veee 21,880 25,200 3,098 28,298 28,298
Connecticut...................... 21,067 27,795 4,418 32,213 37,002
Delaware......................... 9,297 6,783 2,514 9,297 6,783
District of Columbia............. 8,320 8,976 4 8,980 8,980
Florida........................... 42,025 62,033 10,406 72,439 87,150
Georgia.....................eee. 48,488 48,000 6,766 54,766 56,667
Hawaii........................... 2,321 7,564 1,160 8,724 9,712
Idaho.....................l 4, 6,000 1,084 7,084 9,076
Hlinois. ..., 131,371 68,904 16,128 85,032 135,076



Table 7.—Estimated Distribution of Federal Social Services Funds Under Committee Bill, Based on HEW Adjusted Esti-
mates of State Expenditures in First Quarter of Fiscal Fear 1974—Continued

[Dollars in thousands]

Fiscal year 1974 Allocation of  Total fiscal year
Estimated funding funding to con- funds above 1974 funding

for fiscal year tinue current  current level (up available under Funding available
State 1973 funding level * to $1.9 biillion) bill in fiscal year 1975
lowa. . oo $12,674 $14,700 $4,133 $18,833 $34,612
Kansas................ 6,902 7,200 3,237 437 27.109
Kentucky 25,772 26,032 4,729 30,761 39,607
Louisiana o 20,738 25,812 5,332 31,144 44,661
Maine.............. s 8,672 7,500 1,475 8,975 12,354
Maryland....................... 26,897 45,872 2,823 48,695 48,695
Massachusetts 16,963 21,432 8,295 29,727 69,477
Michigan........ 55,341 75,000 13,019 88,019 109,036
Minnesota. .. ... 29,317 32,000 5,585 37,585 46,774
Mississippi.....coooviieeeniniann 11,541 9,000 3,244 12,244 27,169
Missouri............cociiniinin 15,069 18,000 6,813 24,813 57,063
Montana..................ovenet 3,731 4,860 1,031 5,891 8,632
Nebraska.................cooeen 9,959 10,244 2,186 12,430 18,309
Nevada.......................... 1,751 1,980 755 2,735 6,327

New Hampshire.................. 4,048 6,589 1,105 7,694 ,
NewJersey.......oocovvivvninnn, 38,482 40,696 10,561 51,2567 88,446

New Mexico.........oovvveennanns 6,718 9,856 1,527 11,383 12,786
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NewYork.............cooiiuni 220,497
North Carolina................... 20,317
North Dakota.................... 3,998
Ohio......cooiiiiii i 41,653
Oklahoma........................ 24 806
Oregon........ccvviiiiiininnnn.s. 26,196
Pennsylvania.................... 87, 1931
Rhodelsland.................... 9,418
South Carolina................... 9,752
South Dakota.................... 2,469
Tennessee.............c.oeennns 24,956
TeXaS. ..t 99,087
Utah. ... 5,479
Vermont............... 3,172
Virginia.............. 20,212
Washington...... 49,672
West Virginia. . .. 8,171
Wisconsin............ 54,266
Wyoming............... 714

220,497 220,497 220,497
30,293 7,423 37,716 62,598
4,495 906 5,401 7,588
48,000 15,458 63,458 129,458
28,216 3,407 31,623 31,623
26,196 26,196 26,196
84,804 17,095 101,899 143,180
9,212 1,387 10,599 11,622
13,520 3,820 17,340 31,995
2,340 974 3,314 8,152
20,000 5,778 25,778 48,395
90,544 16,698 107,242 139,855
5,400 1,614 7,014 13,518
4,500 662 5,162 5,547
24,310 6,829 31,139 57,195
35,168 13,271 48,439 41,336
13,520 2,553 16,073 21,382
54,266 0 54,266 54,266
1,266 495 1,761 4,142

1 4 times the funding level attained in the July-September 1973
quarter (but not exceeding State’s maximum allocation under
$2,500,000,000 limit). Based on HEW adjusted estimates of State
expenditures for that quarter.

2 Allocation on population basis. Includes amounts (not exceeding
amounts available for the 1st quarter of fiscal 1973 under sec. 403
of Public Law 92-603) necessary to maintain States at fisca! year

1973 funding level: Alaska, $1,994,000; Delaware, $2,514,000;
and Washington, $8,336,000.

3includes about $37, 000 000 (not shown as allocated) available
to States which have already planned an expansion of their service
programs in fiscal year 1974 and for funding of high priority pro-
grams.

Source: Prepared based on material submitted by the Department
of Health, Education, and Welfare.
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VI. CHILD WELFARE SERVICES

National Adoption Information Exchange System
(Sec. 141 of the bill)

The Committee bill would authorize $1 million in fiscal year 1974
(and thereafter, such sums as may be necessary) for a Federal pro-
gram to help find adoptive homes for hard-to-place children.
The provision would authorize the Secretary of HEW to “provide
information, utilizing computers and modern data processing methods,
through a national adoption information exchange system, to assist
in the placement of children awaiting adoption and in the loca-
tion of children for persons who wish to adopt children, including
cooperative efforts with any similar programs operated by or
within foreign countries, and such other related activities as would
further or facilitate adoption.”

This program is patterned after the Adoption Resource Exchange
of North America (ARENA), which was established by the d
Welfare League of America in 1967. Its purpose is to bring together
for adoption those children for whom public and private adoption
agencies in the United States and Canada can find no adoptive families,
and families for whom agencies have no children. A particular objec-
tive of ARENA has been to find more homes for children of minority
groups, mixed racial background, and children with physical or psy-
chological handicaps. Agencies register children who are waiting to
be adopted, and families who are waiting to receive a child. Thus,
ARENA makes the adoption agencies of North America a part of a
large network of adoption resources. This effort helps to overcome un-
even availability of homeless children and suitable adoptive families.

The Committee bill is aimed at making the program more effective
by providing for the utilization of computers and modern data proc-
essing methods. Such a computerized system would encourage and
make possible many more registrations of children and families than
is presently possible.

Child Abuse and Neglect; Protective Services
(Sec. 142 of the bill)

Last year the Congress substantially increased the authorization for
Federal grants to States for child welfare services. At the time, it
was recognized that foster care represented the largest single child
welfare expenditure on the county level, and it was anticipated that
the bulk of the new funds authorized would be used to pay for foster
care, Yet the law enacted last year did not earmark amounts specifi-
cally for foster care, for the Congress wished to permit States and
counties to expand preventive child welfare services with the aim of
avoiding the need for foster care wherever possible.

T its report on last year’s Social Security Amendments, the Finance
Committee stated :

The committee urges States to eliminate any barriers hampering
the provision of protective services to keep families together, and
to make greater efforts to work with families wherever appro-



39

Priate in order to prevent the need for placing children in foster
care.

The Committee recognizes that child neglect and lack of protective
services for children represent the most common situations which re-
sult in a need for foster care. The Committee bill builds on last year’s
Congressional action by specifically requiring States to play a more
active role in detecting and dealing with child abuse and neglect so
that children may remain in their homes.

Specifically, the Committee bill adds new requirements to both the
AFDC &)rogram and the child welfare services program. States will be
required as part of their AFDC program to provide services to pre-
vent, identify, and treat child abuse and neglect and, wherever feastble,
to make it possible for the child to remain in the home. If the situation
has deteriorated to the point that the home is unsuitable, this fact will
have to be brought to the attention of the appropriate court or law
enforcement agency.

Similarly, new requirements are added to the child welfare services
program requiring States to establish protective services for children
to discover and report child neglect or abuse, with provision of serv-
ices, where feasible, to make it possible for the child to remain in his

home.
VII. CHILD SUPPORT
(Sec. 151 of the bill)

The problem of welfare in the United States is, to a considerable
extent, a problem of the non-support of children by their absent par-
ents. Of the 11 million recipients who are now receiving Aid to
Families With Dependent Children (AFDC), 8 out of every
4 are on the rolls because they have been deprived of the support of
a parent who has absented himself from the home.

The Committee believes that all children have the right to receive
support from their fathers. The Committee bill is designed to help
children attain this right, including the right to have their fathers
identified so that support can be obtained. The immediate result will
be a lower welfare cost to the taxpayer but, more importantly, as an
effective support collection system is established fathers will be de-
terred from deserting their families to welfare and children will be
spared the effects of family breakup.

Aid to Families with Dependent Childrer (AFDC) offers welfare
payments to families in which the father is dead, absent, disabled or,
at the State’s option, unemployed. When the AFDC program was first
enacted in the 1930’s, death of the father was the major basis for
eligibility. With the subsequent enactment of survivor benefits under
the social security program, however, the portion of the caseload eligi-
ble because of the father’s death has grown proportionately smaller,
from 42 percent in 1940 to 7.7 percent in 1961 and 4.3 percent in 1971
The percentage of AFDC families in which the father is disabled has
diminished from 18.1 percent in 1961 to 9.8 percent in 1971.

Absent fathers—It is in those families in which the father is “ab-
sent from the home” that the most substantial growth has occurred.
As a percentage of the total caseload, AFDC families in which the
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father was absent from the home increased from 66.7 percent in 1961
to 74.2 percent in 1967, 75.4 percent in 1969, and to 76.2 percent in
1971. .

Tn terms of numbers of recipients rather than percentages, 2.4 mil-
lion persons were receiving AFDC in 1961 because the father was
absent from the home. By 1967, that figure had grown to 3.9 million
and by 1969 to 5.5 million. By the beginnin, of 1971, 7.5 million per-
sons were receiving ATDC because of the father’s absence from the
home, and by the end of June 1973 that figure had grown to almost
8.3 million. Thus, in the past 514 years, families with absent fathers
have contributed about 4.4 million additional recipients to the AFDC
rolls.

What kinds of families are these in which the father is absent from
the home? Basically, they represent situations in which the mar:naﬁe
has broken up or in which the father never married the mother in the
first place. In 45.2 percent of the AFDC families on the rolls in the
beginning of 1971, the father was either divorced or legally separated
from the mother, separated without court decree, or he had deserted
the family. And in an additional 27.7 percent of the families receiving
AFDC in 1971, the mother was not married to the father of the child.
Applying that percentage to the June 1973 caseload. over 3 million
. %DC recipients today are found in families where the father is not
married to the mother.

Failure To Enforce Child Support

The enforcement of child support obligations is not an area of juris-
prudence about which this country can ge proud. Researchers for the
Rand Corporation (Winston and Forsher, “Nonsupport of Legitimate
Children by Affluent Fathers as a Cause of Poverty and Welfare De-
pendence”, December 1971) cite studies that show “a large discrep-
ancy exists between the normative law as expressed in the statutes and
the law in action.” Thousands of unserved child support warrants
pile up in many jurisdictions and often traffic cases have a higher
priority. The blame for this situation is shared by judges, prosecutors
and welfare officials alike, and is reinforced by certain myths which
have grown up about deserting fathers. The Rand researchers state:
Many lawyers and officials find child suport cases boring, and
are actually hostile to the concept of fathers’ responsibility for
children. A report to the Governor (of California) e