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Mr. President:

H.R. 17550, the Social Security Amendments of 1970,
is truly a monumental bill. In terms of dollars, the $10,-
000,000,000 of benefits provided by this hill make it the
most significant social insurance legislation Congress has
ever considered. In terms of people, the impact of the hill—
considered as a whole—is even more impressive. Not only
does the measure directly affect the lives of 26,000,000
social security heneficiaries, but also it provides welfare in-
creases for 3,000,000 aged, blind, and disabled welfare
recipients and pension increases for 1,600,000 needy vet-
erans and their widows,

In addition, through the trade amendments included in
this bill more than 2,500,000 textile and shoe employees
will receive a sense of job security directly from the hill and
tens of millions more employees will find comfort in the
new rules governing Tariff Commission investigations of in-
jury resulting from increased imports.

Under the amendments to upgrade the work incentive
plan, the bill offers the hope of independence to 2,000.000
persons who today are unable to qualify for gainful employ-
ment and must suffer the indignity of dependence on welfare

to sustain themselves and their families,
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Mr. President, the Committee on Finance has added
important new titles to the bill—one dealing with interna-
tional trade matters, and another which includes a substantial
test of various alternatives to the welfare mess and offers
significant reforms in the programs of aid to the aged, hlind,
and disabled. This latter part of the hill also reaffirms the
intent of Congress in several areas regarding eligibility for
welfare—areas where the courts have misconstrued the wel-
fare statutes with resulting large increases in welfare case-
loads.

These new titles are added to the bill with a single
thought in mind—to expedite the legislative process. It is
axiomatic that one bill can be acted on in less time than
three. The committee was advised that amendments to add
the trade bill and amendments to add the family assistance
plan to this bill would be offered during the debate on the
hill. They all look on this social security bill as a measure
that is going to be presented to the President and that fact
makes the bill a prime target for controversial amendments
late in the session.

There are Senators on the Finance Committee who
favored these amendments and there are others who oppose
them, .We spent considerable time discussing procedures
for acting on the bill and in the final analysis it was agreed

that we would vote on the questions in committee. The
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crucial motion to add the family assistance plan was re-
jected by a 6 to 10 vote of the committee. The crucial vote
on the trade bill came as & motion to separate it from the
social security bill. The motion failed by a vote of 6 to 11.

So the bill as reported by the committee does not in-
clude the family assistance plan but it does include the
trade bill. The basic matters covered by the trade amend-
ment are not new to the Senate. Nonetheless, the commit-
tee decided unanimously to interrupt its executive sessions
and hold public hearings on the trade amendments before
we voted on them. ‘

I had been urged previously by fifteen or so Seﬁators
to hold hearings on this bill before the committee acted.
Among those signing that request was the senior Senator
from New York, During our two days of hearings the com-
mittee heard from the Office of Special Trade Representa-
tive, the Secretary of Commerce, the Secretary of State,
the Director of the Office of Emergency Preparedness, the
Assistant Secretary of Agriculture, and a number of broad-
based trade associations who had expressed interest in
testifying. While we did not have time to hear all those
whom we would have wished to hear, the committee mem-
bers did get- clear indication of the administration’s position

~on this bill and also of the position of many interested parties.
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The committee members studied intently the massive
volume of statements submitted for the record. We also had
available to us sixteen volumes of Ilouse hearings on this
matter, which took over one month of public testinony, the
hearings of the Committee on Finance held in 1967, which
covered some one thousand and two hundred pages of testi-
mony, and the committee’s oversight review of United States
trade poliey in 1968 covering another one thousand pages of
stbmitted documents.

Considering the features of the bill which revise the
social security tax structure, it is a fair statement that H.R.
17550 literally reaches into every home in America.

The following chart indicates the value of benefits in-
cluded in ILR. 17550 as reported by the Committee on

Finance, and the number of persons affected by them.

CHART 1.—INCREASED BENEFITS UNDER H.R. 17550

1st full Number of persons affected

year cost
Socisl Security:
Cash benelits. ....... et ettt aeieeieaaaa, $6, 500, 000,000 26,000,000 benedciaries.
Medicare. ... ....................... .. 100,000,000 20,000,000 persons covered.
Catastrophic Hiness. .. ... ... .. 2,200,000,000 170,000,000 persons covered.
Wel Subtotal ... ... eaeeeiaas 8, 800, 000, 000
ellare:
Aid to the aged, blind, and disabled. ... ........ ... 300,000,000 3,000,000 aged, blind, and disabled persons.
Child care, family planning, work incentive program 700,000,000 About 2,000,000 mothers receiving welfare.
(including tax credit).
Subtotal. ... ... ...l PRSI 1,000, 000, 000
Veterans' pension increase. ... ... ...................... 160,000,000 1,600,000 pensioners.
Total value of benefits in HR, 17550....... ......... 10, 000, 000, 000

Let me now describe the significant features of the com-
mittee hill, and I shall submit for the record a more detailed

summary of the provisions of the hill.

The committee hill provides $6,500,000,000 of addi-
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tional henefits under the cash portion of the social security
program,
|  Inerease in Social Sceurity Benefits

Under the committee hill, social security payments to
the nearly twenty-six million heneficiaries on the rolls at the
end of January 1971, and to those who come on the rolls
after that date, would he increased by 10 per centum, with
a new minimum henefit of $100.

The House-passed hill wounld have increased henefits hy
5 per centum, with a minimum henefit of $67.20. The com-
mittee increased the minimum social security benefit from the
$67.20 in the House bill to $100 in order to provide sub-
stantial help for those who have the greatest need—those
whose social security benefits are so low that if they have
no other income—and most do not—they are nnable to meet
their basic everyday needs for food and shelter.

Under present law monthly benefits for workers who
retire at age 65 in 1971 now range from $64 to $193.70;
under the House-passed hill they would range from $67.20 to
$203.40; under the committee hill they would range from
$100 to $213.10. Benefits for a couple in January 1971
would average $198 under present law; under the House-
passed bill they would average $217; under the committee

bill they would be increased to $233. For a widowed mother

J. 53-358——2
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with two children, the average benefit for January 1971
under present law would be $295; under the Iouse-passed
hill it would he $:311; under the committee bill it would be
$331. The benefit increase would mean additional benefit
pavments of $5,000,000,000 in the first year.

Although the henefit increase will he effective for Jan-
wary 1971, the Social Security Administration advises us
that legislation this late in the year makes it impossible to
get the increased henefits into the hands of the beneficiaries
with the regular check that goes out on Febrnary 3. They
need ahout three months to adjust their records and com-
puters hefore they can pay at the new rates.

Therefore, the first check at the new rates will be sent
out on April 3, and later in the month another check rep-
resenting the retroactive increase for January and February
will he sent out. This is the same procedure followed last
year when a benefit increase was effective for January, but
was not paid until April.

Mr. President, this chart compares the benefits under
the committee bill with the benefits available under present
law and those which would have applied under the House

hill for a single person and a married couple with various

levels of earnings.
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CHART 2.—ILLUSTRATIVE MONTHLY BENEFITS PAYABLE UNDER PRESENT LAW, UNDER THE HOUSE BILL, AND
UNDER THE SENATE FINANCE COMMITTEE BILL

Benelit amount
Worker Couple
Committes Committes
Aversge monthly sarnings Present law House bill bilt  Presentlaw House bill

‘3;%3 $100. 00 $100. 80 $150.00
| 3 142.%0 150. 00
lgao . 152 160. 20 167.90
139.00 145.60 198. 50 50 218.40
169.60 11.70 2. 250. 40 266.60
199. 30 208.80 284.70 299.00 313.20
229.40 0.2 321.60 .10 360. 50
gl 0 205. 3 368.10 395. g 413.70
3,00 29600 .............. A2, 444,00

Increase in Family Maximums
The conmmittee hill also corrects a diserimination under
which families already on the rolls at the time of enactment
of a social security increase get the increase while those
coming on the rolls in the future are denied it. Under our
bill, all families will benefit from this increase and from fu-
ture increases withont regard to when they hecome eligible
for henefits.
Cost-of-Liviﬁg Increases
Once the benefits are brought up to date, they need to
be kept up to date. And while the Congress has in the past
acted to maintain social security benefits at realistic and
adequate levels, there have heen lags in legislation during
times of rapidly rising prices. The automatic cost-of-living
 increases provided in H.R. 17550 will insure that such lags
in benefit increases will not occur in the future.
While the committee is in agree;nent with the sense of

the House bill as to the desirability of an automatic adjust
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ment in social security henefits, the committee hill revises
the House text to stress the role of the Congress in setting
social seewrity tax and henefit levels, Under the conmittee
hill, social security henefits would rise antomatically as the
cost of living goes up in the event Congresss failed to legis-
late on social seenrity henefits or taxes, The full cost of the
auwtomatic henefit inereases wonld he wet equally by in-
creases in tax rates and in the tax hase which would go into
effect at the same time that henefits are inereased, with the
strietly actuarial funetion of determining the base and the
rates heing performed by the Seeretary of ITealth, Iidnea-
tion, and Welfare.

The committee hill provides that the automatic inereases
wonld go into effect unless Congress acts otherwise to effect
a change in social security henefit levels, a change in the
schedule of social security tax rates, or a change in the social
security tax hase. In effect, we are guaranteeing that con-
gressional inaction will not prevent antomatie social security
hikes in periods of rising prices.

Special Payments to People Age 72 and Older

Under present law, special payments of $46 a month for
an individual and $69 for a couple are made to people age
72 and over who have not worked under the program long
cnongh to qualify for regular cash henefits, This is the so-

called Prouty Amendment of 1966, Under the committee
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hill, as under the Iouse hill, the pavments wounld he in-
creased Jannary 1, 1971, hy 5 per centum, to $48.30 a
month for an individual and $72.50 for a couple.
Liberalization of the Retirement Test

Another important feature of the committee hill, makes
significant improvements in the retirement test. These im-
provements—which were also in the House bill—provide
an increase from $1,680 to %2,000 in the amount a benefici-
ary under age 72 may earn in a year and still be paid full so-
cial security henefits for that year. The change reflects increases
in earnings levels that have occurred since the present amount
of $1,680 was set in 1967, The hill also provides for auto-
matic upward adjustments of the amount in the future as
earnings levels rise, thereby making it unnecessary for Con-
gress to act in the future to keep the earnings exemption in
line with raises in wage levels generally.

Under present law, cach $2 earned hetween $1,680 and
$2,880 results in a $1 reduction in benefits; each dollar
earned above $2,880 reduces henefits hy $1. This dollar-
for-dollar reduction that applies to earnings above $2,880
reduces incentives for beneficiaries to work. The committee
bill would provide for a $1 reduction for each $2 earned
with respect to all earnings ahove $2,000, so that the more

a beneficiary works and earns, the more spendable income
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he would have. The bill would also increase from $140 to
$166.66 the amount of wages the beneficiary may earn in a
given month and get benefits for that month, regardless of
his annual earnings.

In 1971 about six hundred and fifty thousand bene-
ficiaries would receive additional benefits, and about three
hundred and eighty thousand persons who would receive
no benefit under present law would receive some bene-
fits as a result of the yetirement test liberalizations. The addi-
tional benefit payments for the first full year would be about
$404,000,000.

Increased Widows’ and Widowers’ Insurance Benefits

Both the House bill and the committee bill are aimed
at providing benefits to a widow equal to the benefits the
widow’s deceased husband was receiving or would have re-
ceived. Unfortunately, the way the House bill was written
a widow could actually receive a benefit substantially higher
than her hushand received before his death. Generally, un-
der the committee bill the widow would receive either 100
per centum of the henefit her hushand was actually receiving
at the time of his death, or, if he was not receiving benefits,
100 per centum of the benefit he would have been eligible
for at age 65.

About 2,700,000 widows and widowers on the rolls at

the end of January 1971 would receive additional benefits,
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and $649,000,000 additional benefit payments would be
made in the first full year.
Age 62 Computation Point for Men

Under the present law, the methed of computing bene-
fits for men and women differs in that years up to age 65
must be taken into account in determining average earnings
for men, while for women only years up to age 62 must be
taken into account. Also, henefit eligibility is figured up to
age 65 for men and up to age 62 for women, These differ-
ences, which provide special advantages for women, would
be eliminated by epplying the same rules to men as now
apply to women.

Under the committee’s hill, there would be a gradual
transition to the new procedures. The age 62 computation
would apply only to those becoming entitled to benefits in
" the future; the number of years nsed in determining insured
status and in computing benefits for men would be reduced
in three steps so that men reaching age 62 in 1973 and later
would have only years up to age 62 taken into account in
determining insured status and average carnings.

In the first full year, an additional $6,000,000 in bene-
fits would be paid out under this provision. This amount will
scale upward in future years, eventually involving $1,000,-
000,000. Under the change in benefit eligibility requirements

for men, some two thousand people—workers, their depend-
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ents and survivors not cligible under present law—would he
added to the rolls in the first year,
Adoptions

The committee simplified the adoption rules in present
law so that eligibility of children adopted by retired workers
and children adopted by disabled workers would be deter-
mined under common rules, Under the committee bill, a child
who is adopted after a worker is entitled to henefits would
he able to get child’s henefits hased on the worker's earnings
if: (1) the adoption was decreed by a court of competent
jurisdiction within the United States, (2) the child lived
with the worker in the United States for the year '.efore the
worker hecame disabled or entitled to an old-uge or dis-
ability insurance henefit, (3) the child received at least
one-half of his support from the worker for that year, and
(4) the child was under age eighteen at the time he began
living with the worker.

These simplified rules will bring considerable equity to a
very complex area of the law and eliminate the need for
many special purpose amendments in the future.

Provisions Relating to Disability

Under present law, there is a six-month waiting period
hefore a disabled person is eligible for social security dis-
ability insurance henefits. However, the month of disable-

ment does not count as part of the waiting period. Also, the
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check for the month following the waiting period is not paid
until the mext month.This has caused considerable hardship
to disabled people, particularly those suffering a terminal
illness. The committee’s bill would reduce the waiting period
from six months to four months. Ahout one hundred and forty
~thousa‘nd people—disabled workers and their dependents and
disabled widows and widowers—would he ahle to receive a
benefit for January 1971 as a result of this provision. About
$185,000,000 in additional henefits would he paid out during
the first fnll year.
Disability Offset

The committee deleted the provision in the House hill
which would have raised the ceiling on income from com-
bined workmen’s compensation and social security disability
insurance benefits from 80 per centum to 100 per centum
of the disabled worker’s average current earnings hefore
the onset of his disability. The objective of the offset pro-
visions is to avoid the payment of combined amounts of
social security benefits and workmen’s compensation pay-
ments that would be excessive in comparison with the hene-
ficiary’s earnings before he became disabled. Although the
committee agrees with the compassionate objective of the
House bill, it feared the combination of (a) payments
equal to past wages plus (b) tax exemption for these

J.53-358—3
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amounts, could result in payments in excess of prior take-
home pay and this could jeopardize ecfforts to rehabilitate
the worker and restore him to gainful employment. The com-
mittee was of the opinion that the best interest of the
disabled worker in his own rehabilitation,
Medicare and Medicaid

During the past two years, the committee has devoted
an cextensive and almost disproportionate share of its time
to determining and evaluating the many problems in the
huge medicare and medieaid programs.

Parenthetically, it might be worthwhile to mention
that during our years of work we have shared with the
(‘'ommittee on Ways and Means information we have de-
veloped. The Committee on Ways and Means, in tarn, has
given us the henefit of their efforts.

The medicare and medicaid programs are here to stay.
With that in mind, it was more important than ever for the
committee to act to correct the problems which our work
revealed. The Iouse, in its hill, attempted to and did de-
velop solutions to some of the important problems. We
accepted, and in some instances, improved upon amendments
in the House hill designed to bring medicare and medicaid
costs under control. We have also added amendments to
further achieve the common objectives of both the House

and Senate—reasonable and equitable controls on the costs
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and utilization of health care services with the minimum
amount of redtape.

We believe the amendments of the House and those
added by the Finance Committee will go a very long way
toward assuring the taxpayers and the millions of citizens
who depend upon medicare and medicaid that those pro-
grams will fanetion more effectively and cconomically in
delivering quality health care.

Let me deseribe the more important features of this
part of the committee’s hill,

Professional Standards Review Organizations

My distingnished colleagne from Utah (Mr. Bemnett)
has worked very hard on the provision in the committee’s
hill that provides for the establishment and use of profes-
sional standards review organizations. T would not wish to
let this opportunity go hy without recognizing his outstand
ing efforts in the developing of this provision,

Under this provision, professional standards reviev
organizations would he established to review the utilization
of health care provided under the medicare and medicaid
programs, The Secretary of Ilealth, Education, and Welfars
would, after consultation with national and local health pro
fessions and agencies, designate appropriate areas thronghon
the Nation for which professional standards review organiza

tions would be estahlished. Areas may cover an entire State,
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or parts of a State, but generally a minimum of three hundred
practicing doctors would be included within one area.

Organizations representing substantial numbers of physi-
cians in an area, such as medical foundations and societies,
would he invited and encouraged to participate. Where the
Secretary finds that such organizations are not willing or
cannot reasonably he expected to develop capabilities to
carry out professional standards review organization fune-
tions in an effective, ¢conomical, and timely manner, he
would enter into agreements with such other agencies or
organizations with professional competence as he finds are
willing and capable of carrying out such functions.

The Secretary would approve those organizations which
can reasonably be expected to improve and expand the
professional review process, The initial approval wonld be
made on a conditional basis, not to exceed two years, with
the review organizations operating concurrently with the
present review svstem. During the transitional period, medi-
care carriers and intermediaries are expected to abide by the
decision of the professional standards review organization
where the professional standards review organization has
acted. This reliance will permit a more complete appraisal
of the effectiveness of the conditionally approved professional
standards review organization, Where performance of an

organization is unsatisfactory, and the secretary’s efforts to
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bring about prompt necessary improvement fail, he could
terminate its participation,

Provider, physician, and patient profiles and other relevant
data would be collected and reviewed on an ongoing basis
to the maximun extent feasible to identify persons and insti-
tutions that provide services requiring more extensive re-
view. Regional norms of care would be used in the review
process as routine checkpoints in determining when excessive
services may have been provided. The norms would he used
in determining the point at which physician certification of
need for continued institutional care would be made and re-
viewed. Initial priority in assembling and using data and
profiles would be assigned to those areas most productive in
pinpointing problems so as to conserve physician time and
maximize the productivity of physician review.

The professional standards review organization would he
permitted to employ the services of qualified personnel, such
as registered nurses, who could, under the direction and con-
trol of physicians, aid in assuring effective and timely review.
They would also be authorized to use the services of effective
hospital utilization review committees and local medical so-
ciety review committees in performing its tasks,

Where advance approval by the review organizations
for institutional admission is required, such approval would

provide the basis for a presumption of medical necessity for
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purposes of medicare and medicaid benefit payments, Failure
of a physician, institation, or other health care supplier to
seek advanee approval, where required, conld he considered
canse for disallowance of affected claims.

In addition to acting on their own initiative, the review
organizations would report on matters referred to them by
the Secretary, They would also recommend appropriate ac-
tion against persons responsible for gross or continued over-
use of serviees, use of services in an unnecessarily costly
manner, or for inadequate quality of services and would act
to the extent of their authority or inflaence to correct im-
proper activities.

A National Professional Stadards  Review  Council
would he established hy the Seeretary to review the opera-
tions of the local area review organizations, advise the Sec-
retary on their effeetiveness, and make recommendations for
their improvement. The Couneil would he composed of physi-
cians, a majority of whom would he seleeted from nominees
of national organizations representing practicing physicians.
Other physicians on the Couneil would he recommended by
consumers and other health care interests.

Inspector General for Health .\ dministration

We on the committee have heen increasingly concerned

about making sure that the medicare and medicaid pro-

grams operate effeetively and as Congress intends, I know
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other Members of the Congress and the people who ad-
minister these programs have been concerned, too. But
these programs are very complex and far reaching and some-
times the review processes heing used canmot identify proh-
lems or diserepancies as soon as we all would like, And
sometintes there is no way to promptly correet the problems
that have heen found.

I want to commend two distinguished members of the
committee—the Senator from Conneeticut, Mr, Ribicoff, and
the Senator from Delaware, Mr. Williams—who sponsored
a provision in the committee hill that will go a long way to
alleviate our concern ahout these difficulties. The provision
will establish an Office of Inspector General for Health \d-
ministration within the Department of Ilealth, Education,
and Welfare.

His responsibilities will he patterned after the successful
approach employed by the Ageney for International Devel-
opment and the investigative responsibilities, with respect to
congressional requests, required of the United States Tarilf
Commission. In carrying out his responsibilities, he will not
he under the control of any ofticer of Health, Education, and
Welfare other than the Secretary, and he will be provided
with sufficient authority to make sure that medicare and
medicaid funetion as Congress intends. He will continnously

review these programs, and any other health programs es-
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tablished under social seeurity, to determine their efficiency
and cconomy of administration, their compliance with the
law, and the extent to which the objectives and purposes
for which they were established are heing realized.

Ile will recommend ways to correct deficiencies or to
improve these programs. And he will have the authority
to suspend regulations, or practices or procedures which he
finds not in harmony with congressional intent or which

.

will lead to inefficiency and waste. It is important to have
a mechanism for dynamic and ongoing review of these pro-
grams, and that tho person with this responsibility be at a
level where he can promptly call attention to problems and
deal with them in a timely and effective fashion. Armed
with the authority provided under this provision, I believe
the voice of the Inspector General will he effective in im-
proving the efficiency and economy with which the medicare
and medicaid programs of the Department of Health, Ed-
neation, and Welfare are administered.

Waiver of Nursing Requirements in Rural Hospitals

Several members of the committee were concerned about
the problem created by the need to assure the availability
of hospital services of adequate quality in rural areas and
the fact that existing shortages of qualified nnising personnel
generally make it difficult for some rural hospitals to meet

the nursing staff requirements in present law. The committee
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has attempted to resolve this problem by including in the
bill a provision that would allow the Secretary, under cer-
tain conditions, to waive the medicare requirement that a
hospital have registered professional nurses on duty around
the clock. This requirement could he waived only if (1) the
hospital has at least a registered nurse on the daytime shift,
(2) has made, and is continuing to make, a real cffort to
hire enough nurses to meet the requirements, and (3) is
unable to employ qualified personnel because of nursing
shortages in the arca. Also, the hospital must be located in
an isolated geographical area in which hospital facilities are
in short supply and the closest other facilities are not casily
accessible to people of the area. And finally, it must he known
that nonparticipation of the hospital would seriously reduce
the availability of hospital services to medicare beneficiaries
living in the area.

The Secretary would, of course, regularly review the
situation with respect to each of these hospitals and the
waiver would be granted on an annual basis for a period of
only one year. This waiver would apply only to the nursing
staff requirement and would expire on December 31, 1975.

Proficiency Testing of Health Personnel

In 1967 the committee recommended that the Secretary

of Health, Education, and Welfare consult with appropriate
J. 53-358—4
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professional health organizations and State health agencies
to explore, develop, and apply appropriate means—includ-
ing testing procedures—for determining the proficiency of
health care personnel otherwise disqualified or limited in re-
sponsibility under regulations of the Secretary.

The Department has taken little or no action, except
with respect to directors of clinical laboratories, in developing
proficiency testing and training courses. The personnel prob-
lems which existed in 1967 and which the committee sought
to correct have been aggravated as a result of the Depart-
ment’s continued inaction.

We are all aware of the acute shortage of nursing per-
sonnel in America. This has forced many hundreds of nurs-
ing homes to cover some shifts with “waivered” practical
nurses, These are practical nurses, who do not have the
required formal training, and who, in many States, have
been licensed on a waivered basis. Undoubtedly, a substan-
tial proportion of these practical nurses, who have years of
experience, are competent, but they do not meet the medi-
care and medicaid charge-nurse requirements. Therefore, un-
fortunately, many otherwise-qualified nursing homes are be-
ing or soon may be forced out of the medicare program
hecanse of the unavailability of a registered nurse or a li-

censed practical nurse who meets the Medicare requirements.
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Similar problems exist with respect to physical therapists,
medical technologists, and psychiatric technicians.

The committee has therefore added to the House hill a
provision which requires the Secretary to explore, develop,
and apply appropriate means of determining the proficiency
of health personnel disqualified or limited in responsibility
under present regulations, The committee expects that the
Secretary will regularly report to it and to the Committee on
Ways and Means of the House of Representatives concerning
the progress in this area.

Reimbursement of Physicians in Teaching Hospitals

The committee is aware that a major problém;—bf al-
most scandalous proportions—in medicare administration is
the payment under part B on a fee-for-service basis for the
services of “supervisory” physicians in teaching hospitals—
services which in many instances were never rendered by ~--.
the physician in whose name they were billed. We estimate
these payments to be more than $100,000,000 annually
and in general, such payments were not made prior to
medicare. It certainly was not the intent of Congress that
medicare cover noncustomary charges. The Comptroller-
General of the United States has sent several disturbing re-
ports to the committee that document and detail the prob-

lems in this area.

The House bill attempts to deal with this problem by
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providing for payment under part B (physician’s bills) for
services of certain teaching physicians on a cost rather than
a charge basis. Payment on a fee-for-service basis would
only he made if there is general billing for such services to
all patients and collection from those able to pay.

The committee believes, and has amended the Honse
hill to provide, that payments for services furnished by
supervisory physicians in teaching hospitals should be made
on a cost basis under part A (hospital insurance), unless
the patient is truly a private patient or unless the hospital
since 1965 has charged all patients in full, including the
medicare deductible and coinsurance amounts, and has col-
lected from at least half of them. For donated services of
teaching physicians a salary cost would be imputed equpl
to the average cost of salaried physici«ns.

Limits for Determining Reasonable Charges for
Physicians’ Services

Another specific concern of the committee has been the
threat that continuing increases in physicians’ fees pose to
the effectiveness of the medicare program. We certainly
recognize that there are complex reasons for these increases.
Part of the problem is that more and more people are seeking
medical care and the number of doctors is not increasing fast

enough to keep up with the demand. But something must

be done.
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The House hill which the committee approves without
change moves in the direction of an approach to reimburse-
ment of physicians that ties recognition of fee increases to
some reasonable index that reflects what is happening in the
rest of the economy, therehy limiting recognition of increases
in charges to amounts that economic data indicate would
he fair to all concerned. Under this approach, recognition of
fee increases would continue, but only in relation to things
that are happening in other parts of the economy that have
a bearing on the physician’s cost of doing business, What is
proposed is not a limit on what a physician may charge
under the medicare program, but rather a limit on what
the program will recognize as the prevailing fee in the
locality. Thus, a limitation would be imposed only where
o physician’s charges are significantly higher than the usual
or prevailing charge in the locality for the same service, or
where a physician raises his customary charge significantly
‘above former levels.

This is not an effort to penalize any group in the health
care dc]i}’cry system or to interfere with anyone’s right to
receive just compensation for their services. The objective is
to move toward a system of determining reasonable charges
which will be related to the general state of the economy.
Indexes will be developed to give recognition to such things

as the cost of producing medical services, costs of living, and
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carnings of other professional people, This approach should
provide the individual physician with an objective measure
of the fairness of increases in his charges.

Limits on Reimbursement for Capital Expenditures

The committee also approved the provision in the House
hill that would authorize the Secretary of Health, Edueation,
and Welfare to withhold or reduce reimbursement amonnts
for depreciation, interest, and other expenses related to capi-
tal expenditures for plant and equiptuent in excess of
$100,000 where such expenditures and equipment are deter-
mined to be inconsistent with State or local health facility
plans. This feature is similar to a provision in the committee
hill of 1967. Under this program, the Seeretary would make
agreements with States to utilize the services of qualified
health planning agencies to help in administration of this
provision, The agencies will submit findings and recom-
mendations with respect to proposed capital expenditures
that are inconsistent with the plans developed by these
ageneies,

The committee amended the provision to provide for
appeal at the State level when negative decisions are made
by the planning agencies. This provision would not impede
the growth and expansion of hospitals and skilled nursing
homes but would provide guidance to assure that future

growth is achieved in a sensible, orderly manner. It should

| e et
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have little or no effect on most hospitals and nursing homes
since additional facilitics are generally constructed only in
response to a need of the community, But this provision
should discournge a hospital from acting without regard for
the needs of the community.
Limitation on Costs Recognized as Reasonable

Under present law, providers of services are paid on
the basis of reasonable cost. However, there are a number
of problems that inhibit making a decision that the costs for
a particular provider are not reasonable.

The committee is mindful of the fact that costs can and
do vary from one institution to another as a result of differ-
ences in size, in the nature and scope of services provided.
type of patient treated, the location of the institution, and
various other factors affecting the oflicient delivery of needed
health services. It is also true, however, that c;osts can vary
from one institution to another as a result of variations in
efficiency of operation, or the provision of amenities in plush
surroundings. The committee believes that it is undesirable,
to reimburse health care institutions for costs that are ilie
result of gross inefficiency in operation or provision of expen-
sive services that are not medically necessary. These costs
cannot properly be considered “reasonable” for purposes of
payment under medicare and medicaid.

Accordingly, the committee approves the House provi-
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sion which wounld give the Secretary new authority to set
limits on costs recognized for certain classes of providers in
various serviee areas, This new anthority differs from exist-
ing authority in several ways and meets the particular prob-
lems identified above. First, it would be exercised on a
prospective, rather than retrospective, hasis so that the pro-
vider would know in advance the limits to Government
recognition of incurred costs and have the opportunity to
avoid incurring costs that are not reimharsable. Second,
relatively high costs that cannot be justified by the provider
as reasonable for the results obtained would not he reim-
bursable. Third, provision would be made for a provider to
charge the heneficiary for the costs of items or services in
exeess of or more expensive than those that are determined
to he necessary in the efficient delivery of nceded health
serviees,
Advance Approval of Care in Extended Care Facilities and
Home Health Care

One of the key problem arcas in medieare has heen the
substantial number of retronctive denial of henefits for care
provided in extended eare facilities. I know that T have re-
ceived many hearthreaking letters from people faced with
tremendous hills for serviees they thought were covered by
their medicare insurance,

To deal with the problem, the committee has modified
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the provision in the House bill which authorizes the Seere-
tary of Health, Education, and Welfare to establish presump-
tive periods of coverage on the hasis of a physician’s certifi-
cation for patients admitted to an extended care facility or
started on a home health plan, Under the committee amend-
ment, to the greatest extent possible, prior review and ap-
proval of physiciany’ certifications of patient need for ex-
tended care would he required. Unless the doctor’s ecertifi-
eation was specifically disapproved in advance, medicare
coverage would apply and payment would he made for the
lesser of (a) the initially certified and approved period, (h)
until notice of disapproval, or (¢) ten days. The committee
hill also provides for a similar advance approval appronch
to the determination of coverage and payment for home
health services, The committee hopes that this amendment
will help to solve the problem of retroactive denials that
have heen so burdensome to medicare heneficiaries.
Additional Safeguards

The committee hill adds a number of significant features
to the statute to proteet the medicare program from abuses,
One of these facilitates the recovery of overpayments hy
authorizing a lien in favor of the Government in the amount

of the overpayment,

Another provides specific penalties for fraud and abuse

J. 53-358——5
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of the program and makes it a criminal offense to solicit,
offer, or accept brides or kickbacks—inclading the rebating
of a portion of a medicare or medicaid fee or charge for a
patient referral.

Still another would give the Sceeretary authority to ter-
minate payment for services rendered hy an abusive pro-
vider of health and medical services—those who have made
a practice of furnishing inferior or harminl supplies or serv-
ices, engaged in fraudulent activities, or consistently over-
charged for their services,

Along with these struetural improvements in the medi-
care program the committee hill proposes new rules govern-
ing the reimbursement of physical therapists, speech
therapists, occupational therapists, and other specialists such
as social workers, medical records, librarians, and dieticians,
Under the hill payment to these providers will be limited
to a “salary-related” hasis, In effeet their payment will not
he on a fee-for-service hasis, but will he limited to the amount
genenally equal to the salary such a person would reasonably
have heen paid if he were an employee. Of course, adjust-
ments are authorized for expenses ineurred by these people
as self-employed persons—office expenses, travel expenses,
and the like,

A new svstem of publicizing deficiencies in health care

facilities is also included in the committee hill. This infor-
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mation would enable pl{vsicians and patients alike to make
sounder judgments about their own use of available facilities
in the community and should also serve to speed up the
process of correction of the deficiencies,
Health Maintenance Organizations

The bill as passed hy the House would provide medi-
care beneficiaries with an option to have all covered services
furnished or arranged for hy a health maintenance organiza-
tion (a group practice or other prepayment capitation
plan). The administration has strongly advocated this ap-
proach to health care payment and arrangement expressing
the view that it would provide incentives to hold medicare
costs down, Existing prepayment plans such as Kaiser in
Californin. and HIP (Iealth Insurance Plan) in New York
have demonstrated an ability to provide comprehensive
health care of good quality efficiently and economically. The
administration in urging this amendment expressed the hope
that it would expand availability to older people of the de-
sirable characteristics of prepaid comprehensive health eare.

The committee has heen concerned that this new medi-
care option without sufficient controls could turn out to he
an area of potential abuse of the program rather than a new
henefit for older people. Therefore, the committee has
amended the provision substantially to include safeguards

with respect to reimbursement to health maintenance orgn-
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nizations and, of great importance, safeguards to protect and
assure that the interests of medicare heneficiaries who
choose this option are fully protected.

The committee amendments, generally speaking, are
techuieal in mature but their combined cffect is to plug
potential loopholes in the plan hefore they develop. With
these amendments and with the direction to the Inspector
General to oversee the implementation of the health main-
tenance organization’s services the committee agrees that
the cost-saving potentinls of health maintenance organiza-
tions should he fully explored.

Additional Medicare Benefits

The committee hill again recommends that the Senate
add certain services of optometrists and chiropractors to the
henefits available under medicare, In hoth instances of safe-
gnards are provided to assure no deterioration in the quality
of care provided under the program,

In addition, the hill provides that aged persons not eligi-
hle for hospital insurance may “buy in” to the progmm, pay-
ing the full cost of this new protection—$27 per month at
the heginning. State and local governments could also huy
in for their aged employees or retirees,

We have also provided for payment of doctor’s hills as-
sociated with hospitalization in a Canadian hospital, This
change should he quite helpful to people living along the

horder where local hospitals are not available,
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Administrative Simplification

The committee hill contains several features intended to
case and simplify the administration of the medicare program,
An important example of this sort of change is the provision
calling for nniform standards for nursing homes under medi-
care and medieaid. Under this provision a single set of health,
safety, cnvironmental, and staffing standards would apply
and a single State ageney would certify the facility hoth for
medicare and medienid, This change reflects the essential
similarity between the care provided on a short term hasis
in extended care facilities under medicare and that provided
on a long-term hasis in skilled nursing homes under medieaid.

Another considerable simplification concerns the present
complex reimbursement formula for paying extended care
facilities on a cost basis, with retroactive adjustments which
cut back on nllm\'gn}é;s atid makes evervone mad. Under the
committee hill, the ilwdicm'c program wonld he authorized to
apply medicaid’s skilled nursing home reimbhursement rules
to its own extended care facilities.

This rule wounld he available where medicaid’s rates are
reasonably related to costs. It will give nursing home opera-
tors advance assurance of the amount of pay they can expect
to receive for caring for medicare beneficiaries.

The committee bill also provides for experimentation
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with prospective reimbursement methods which might offer
incentives to hold costs down or to produce services in the
most efficient and effeetive nmnner, If these experiments are
suecessful much of the diflieulty with today’s retronctive pay-
ment rales could be solved.
Limitation on Medicaid Reimbursement

Like the House, the Committee on Finance is concerned
with the rapidly rixing costs of medicaid and the overutiliza-
tion of medicaid services. However, the approach taken hy
the House, of cutting off Federal matching funds for long-
term  hospital and nursing home  stays, seemed unnec-
exsarily harsh, An alternative suggested hy the committee
wonld authorize the Secretary of Health, Edueation, and
Welfare to reduce selectively the Federal matching rates for
institntional care where 'professimml review and medical
audit procedures are inadequate or ineffective. States employ-
ing utilization review and medical andit funetions properly
would not he affected hy this cut-back provision, This ap-
pears to he a more equitable way of containing the costs of
long-term institational care under medicaid than the House
provision which would have automatically reduced Federal
matching funds now available to the States for financing
long-term institutional care in general hospitals, mental hos-
pitals, tubereulosis hospitals, and nursing homes without per-

mitting the Secretary to exercise discretionary judgment,
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Intermediate Care Facilities

Another amendment, authorizing intermediate care
under medicaid rather than under title XI, as at present,
emphasizes that intermediate care facilities are institutions
providing health-related services helow the level of skilled
nursing homes, For the first time, it would make such care
now limited to those receiving or eligible for cash assistance
available under medicnid to the medically indigent. Inter-
mediate care would cover those requiring institutional care
heyond residential care and who would, in the absence of
such care, require placement in a skilled nursing home or
mental hospital, These facilities would he required to have
at least one full-time licensed practical nurse on their staffs,
Additionally, subject to appropriate requirements, intermedi-
ate care would also he available to mentally retarded persons
in public institutions. Because the committee felt that present
review requirements are insufficient, States would be re-
quired to provide assurance to the Secretary that appropriate
and effective utilization review and medical audit procedures
are being applied to intermediate care, as is already required
for patients in skilled nursing homes.

Mentally 11l

One area where we have put off too long the provision

of Federal aid for badly needed hospital care concerns the

treatment of mentally ill children. Many of these poor unfor-
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tunates could he helped to a hetter life if adequate care is
provided for them in their youth. I am pleased that the
conmnittee agreed with me when I offered an amendment
to provide medical treatment for them, Under this amend-
ment Federal matching payments would he authorized under
medicaid to States for care of mentally ill children under 21
vears of age in public mental institutions, Such funds would
he available where Statex maintained their present fiseal
effort, for patients in accredited mental hospitals who are
undergoing a program of active medical treatment. Presently,
sich Federal nmatehing is authorized only for persons 65
or over.
Medicaid’s Uniformity Rules Revised

Under present law. all medieaid recipients in a State
must he eligible for the same scope of services, and the
services must be available throughout the State, Present title
XIX requirements for *“statewideness” of amount, duration,
and scope of henefits have cereated problems for States who
want to contract with organizations, such as neighborhood
health centers or prepaid group practices, to provide services
to title XIX recipients. The services arve often hroader in
scope than those available under medicaid, hat are not
availahle throughout the State.

A committee amendment facilitates arrangements with

comprchensive health organizations and health groups offer-
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ing services different from those in the regular State medicaid
plans,

It also makes it possible for States to utilize reasonable
uniform deductibles and copayment features in their medicaid
plans for the medieally indigent without requiring that they
also apply to the welfare recipients covered hy the plan.
This will help make it possible to control excess utilization
if a State requires the medically indigent to share a reasonable
part of the cost of their own care.

Medicaid Maintenance of Effort

The committee approved the provision in the House hill
to repeal the requirement that all States must move toward
a comprehensive medicaid program by 1977, In addition, the
committee bill would repeal the provision requiring that
States maintain their efforts hy not cutting back on the
amount they spend for medicaid from one year to the next.
The committee Delieves that States should he allowed to
decide how extensive a medicaid program they desire.

Protection Against Catastrophic Illness

The Committee on Finance is concerned about the
devastating effect which a catastropic illness can have on
families unfortunate enough to he affected by such an illness.
Over the past decades science and medicine have taken
great strides in their ability to sustain and prolong life.

J. 53-358——=6
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Patients with kidney failure, which until recently would
have heen rapidly fatal, can now be maintained in relative
good health for many years with the aid of dialysis and
transplantation. Patients with spinal cord injuries and severe
strokes can now often be restored to a level of functioning
which would have been impossible years ago. Modern burn
treatment centers can keep victims of severe burns alive
and can offer restorative surgery which can in many in- -
stances erase the after effects of such burns.

These are but a few examples of the impact which recent
progress in science and medicine has had. This progress,
however, has had another impact. These catastrophic ill-
nesses and injuries which heretofore would have been rapidly
fatal and hence not too expensive financially, now have an
enormous impact on a family’s finances.

To deal with this situation, the committee has added to
the House bill which would establish a catastrophic health
insurance program heginning in January 1972 for all peo-
ple under age 65 who are insured under social security, as
well as their spouses and minor children. People under 65
who receive monthly social security henefits would also be
eligible. People over 65 would not he covered since they
have medicare which substantially meets the needs of all
but a very small minority of heneficiaries.

It is estimated that only 20 to 30 per centum of our
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people under 65 have insurance against the costs of eatn-
strophic illness through major medical or comprehensive
medical plans. I am very proud to be the sponsor of this
amendment which I believe will go a long way towards lift-
ing the financial burden from those who are already carry-
ing the heavy load of sickness and despair.

The henefits provided under the catastrophic health in-
surance program would be the same as those currently pro-
vided under parts .\ and B of medicare, except that there
would he no upper limitations on hospital days, extended
care facility days, or home health visits, The major benefits
excluded from medicare, and consequently excluded from
vhis proposal, are nursing home care, outpatient prescription
drugs, dental care, and full inpatient and outpatient psychi-
atric coverage.

The deductibles in the plan would parallel the de-
ductibles under parts A and B of medicare. There would bhe
a hospital deductible of sixty days’ hospitalization for cach
person and a supplemental medical deductible initially estab-
lished at $2,000 per family.

After an individual is hospitalized for sixty days in one
year, he would hecome eligihle for payments toward his
hospital expenses beginning on the sixty-first day of his
hospitalization. Any posthospital extended care services

which he subsequently received during that year would also
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he cligible for payment. After the hospital deduetible is
met, the program would pay hospitals substantially as they
are presently paid under medicare, with the individual heing
responsible for a coinsurance payment equal to one-fourth
of the inpatient hospital deduetible as determined for medi-
care purposes, Extended care services would he subject to
a dailv coinsurance amount equal to one-eighth of the in-
patient hospital deductible as determined for medicare pur-
poses, If the program were in effect in January 1971 the
coinsurance for a hospital day would he $15 a day, and for
extended care services $7.50 a day.

The medical deductible wounld apply to the entive family.
After a family had incurred expenses of $2,000 for physi-
cians’ hills, home health visits, physical therapy services,
laboratory, and X-ray services, and other covered medical
and health services, the family would bhecome eligible for
pavments toward these expenses, After the $2,000 medical
deductible has heen met, the program would pay for 80
per centum of eligible expenses, with the patient heing re-
sponsible for coinsurance of 20 per centum.

As in the medicare program, these coinsurance features
are intended to limit program costs and to control the uti-
lization of services.

The program wounld he administered by using carriers

and intermediaries as in the present medicare program,
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Medicare’s quality standards for institutions would also
apply. Social security, with the cooperation of carriers and
intermediaries, would determine when the deductibles have
heen satisfied. To keep the paperwork down, bills would
not he accepted under the supplemental plan until they to-
taled $2,000 per family.

The committee estinmtes that more than one million
families of the approximately forty-nine million families
in the United States incur medical expenses which will
qualify them to receive henefits under the program. The
first year’s cost of the program is estimated at $2,200,000.-
000 on a cash hasis, A separate catastrophic insurance trust
“fund with its own employer-employee top would he estab-
lished to focus public and congressional attention closely on
the cost and the adequacy of the financing of the program.
Like the henefits, the top would hecome effective January 1.
1972,

For people on public assistance and the medically in-
digent the catastrophic illness insurance program would he
supplemental to the medicaid program in the same way that
it will be supplemental to private insurance for other citi-
zens. The benefit structure of medicaid varies from State
to State, but in general it is a basic rather than a catastrophic

henefit package.

I want to thank my fellow committee members for: the
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very fine cooperation and assistance they have given me on
this amendment. I helieve this is a major step forward that
will henefit all Americans,
Financing Provisions

At the present time, the social security cash henefits
program is in close actuarinl halance, while the hospital in-
suranee program has an actuarial deficiency. Unless hospital
insurance taxes are raised substantially, the hospital insur-
ance trust fund will be exhansted in 1972, To meet the cost
of the cash henefits program as it would he expanded by the
hill and to bring the hospital insurance program into actuarial
halance, the contribution rates for the programs would he
adjusted and the contribution and henefit hase—the maxi-
mmn amount of annual earnings subject to contributions and
used in computing henefits—would he increased.

Increase in the eontribution and benefit base—~"The hill
provides for an increase in the ceiling on taxable and cred-
itahle earnings to $9.000, effective for 1971, This increase
wonld take account of the increases in earnings levels that
have ocenrred sinee 1968, when the $7,800 ceiling on earn-
ings went into effect and would cover the total earnings of
an estimated 79 per centum of all workers—the same per-
centage as the $7,800 hase covered when it went into effect.

People earning amounts hetween $7,800 and- $9,000 a

vear will pay taxes on an additional $1,200 of earnings, In
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return, of course, they will get credit for more carmings and
will thus get higher henefits, The higher creditable earnings
resulting from the increase in the ceiling on eranings will
make possible henefits that are more reasonably related to
the actual earnings of workers at the higher earnings levels,
It the base were to remmin unchanged, more and more
workers would have carnings above the creditable mmount
and these workers would have benefit protection related to
a smaller and smaller part of their full earings.

Changes in the contribution rates—1Under the schedule
of contribution rates for cash benefits contained in the hill,
the contribution rates for employers and employees scheduled
for 1971-72 would he decreased from the 4.6 per centum
provided for under present law to 4.4 per centum each.

The bill provides for inereases in the contribution rate
schedule for the hospital insurance program. The contribution
rate scheduled for 1971-72 wounld be increased from 0.6
per centum each for employees, employers, and the self-
emploved to 0.8 per centum for 1971-72, The additional
taxes for this part of the program will go far toward removing
the large actuarial deficit of the hospital insurance program
and would make that program financially sound.

The hill also provides for a contribution rate sehedule to
fully finance the catastrophic illness insurance provision

added to the bill by the Finance Committee. The contribution
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rate schedule for eatastrophie illness for 1972-74 would ho
0.3 per centum each for employees, employers, and the
sel{-employed.

For the henelit of Senators and others who are concerned
with the long-range finaneing aspeets of the social security
and hospital insuranee programs the following charts compare
the combined tax rates and maximum tax payvable under
the committee bill, the present law and the ouse hill, 1
call attention to the fact that the rates under present law
applies to maximum carnings of §7.800, while hoth the

House bill and the committee hill apply to a wage hase

of 9,000,

SOCIAL SECURITY TAX RATES AND MAXIMUM ANNUAL TAXES UNDER PRESENT LAW, THE HOUSE BILL AND THE
COMMITTEE BILL

Maximum laxes

Tax rates (peicent)
Petiod Present law House bill Committeebit  Present law House bill  Committes bill
EMPLOYER-EMPLOYEE , EACH
1971 5.2 5. 5.2 $405. 60 00 . 00
1972 . 5.2 5. 5.5 405.60 “43.00 “48‘5.00
1973-14 5.65 5 5.6 40.70 468.00 504. 00
1975 5.65 6 6.35 440.70 540. 00 571. 50
1926-79 5.7 6. 6.35 44,60 540. 00 $71. 50
1980-85 5.8 6. 1.0 452.40 540.00 630.00
1986 . 5.8 6. 1.6 452.40 585.00 684.00
1937 and after 5.9 6. 1.6 460.20 585.00 684.00
SELF-EMPLCYED
197 1.5 1.3 .4 $585. 00 $657.00 $666. 00
1972 . 1.5 1. 1.1 545.00 657.00 693.00
1923-74 1.65 2. 1.8 506. 70 657.00 102.00
1975 1.65 8 8.3 596, 70 120.00 151. 50
1976-79. . .70 8 8.3 600. 60 120.00 151. 50
1980-86 1.8 8 8.50 (08.40 120.00 165.00
1987 and alter 1.9 8 8.50 616.20 120.00 165.00

Let me also note for the record that the combined rate
for cash benefits and hospital insurance is the sanie under
the committee bill as under present law for 1971 and 1972

and is less than present law for 1973 and 1974, The cata-
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strophic insurance tax is a new feature, which of course adds
to the rate,

We have been assured that the financing provided under
the committee bill is adequate to pay for all of the henefits—
hoth the henefits provided mnder present Iaw and the new
henefits provided under the hill. Morcover, each of the sepa-
rate trust funds will be soundly financed and over the next
few years the total income to the program will he nearly
$6,000,000,000 more than outgo, as compared with the more
than $21,000,000,000 excess which would acerne under
present law,

The following table compares the income, and outgo, of
the social security funds over the next three years under

present law and under the committee bill,

PROGRESS OF THE OLD-AGE AND SURVIVORS INSURANCE, DISABILITY INSURANCE, HOSPITAL INSURANCE, AND
CATASTROPHIC INSURANCE TRUST FUNDS, COMBINED, UNDER PRESENT LAW AND UNDER FINANCE COMMITTEE

8iLL, 1971-73

[Cash basis; in bittions of doilars}
Income Outgo Netincreass in funds Assets, end of period

Present Committes Present Committee Present  Committes Present  Committes

Period law bill law bifl law bill law bill

Fiscal yoar 1972, . $49.0 $52.8 $3.0 $50.5 $%.0 $2.3 $51.0 49
Calendar year:

wn... ... 4.0 49.0 4.7 1.6 5.3 1.3 4.3 2.3

992........ .0 58.3 4.2 53.3 5.7 1.9 52.0 4.2

... 5.9 59.7 4.7 5.9 10.2 2.8 62.2 4.0

Financing the automatic provision.—A\s 1 mentioned
carlier, henefits would be automatically adjusted to take
account of increases in the cost of living. The cost of this
increase would be met hy increasing hoth the contribution
and henefit base and the contribution rates so that each

increase would meet one-half of the cost. The Secretary of
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Health, Education, and Welfare wonld determine how much
the contribution and henefit hase would have to e increased
in order to finance one-half of the long-range cost of the
proposed henefit increase, and how much contribution rates
would have to he inereased in order to finance one-half of
the long-range cost of the proposed benefit increase, The
Seeretary would then publish in the Federal Register both
the new, higher hase and the revised contribution rate
schednle, to be effective heginning January 1 of the year
for which the henefit increase is effective.

Mr. President, now let me describe the additional mat-
ters contained in the committee hill.

THE TRADE ACT OF 1970

The committee approved the basic provisions of the
Ionse trade hill as an amendment to H.R. 17550, the social
security legislation, the principal exceptions concern the
export tax incentive called DISC and the repeal of the
American Selling Price system of valuation.

Now, T will discuss the hasic provisions of the amend-
ment dealing with the foreign trade which was approved
hy the committee.

Trade Agreement Authority

The first aspect of the amendment deals with the exten-

sion of further tariff cutting authority to the President. The

President has heen without authority to reduce tariffs under
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the Trade Expansion Act since July 1, 1967. This new
authority would not he used to enter into another major
round of trade negotiations. None are planmed. But, there
is another reason why this authority is needed. Under the
rules of the game in international trade, whenever one
country must increase duties or impose quotas in order to
protect a domestic imdustry which is heing injured hy im-
ports, that country must also offer compensatory tariff reduc-
tions on other imports of equivalent value to the country
whose exports would he adversely affected hy the increased
duty or quota. The alternative would he to face retaliation
on the part of those adversely affected countries. It is clear
that, under other provisions of this hill, the United States
will he imposing some limited restrictions on the imports of
other countries, For this reasom, it was felt necessary to
extend to the President the authority to cut tariffs hy 20
per centum in two stages. The committee made clear that
it does not believe the President should offer “compensation”
to countries which themselves have illegal tariff or non-
tariff barriers against United States exports, for which the
United States has not been “compensated”. In other words,
in those situations we should go to the hargaining tahle and
work out a mutually satisfactory solution to the question

of compensation.



48
Revise Unfair Trade Practice Statutes

The trade hill also deals with three unfair trade practice
statutes, It revises seetion 252 of the Trade Expansion et to
give the President further authority to cope with foreign
nontariff harviers restricting United States exports in indust-
rinl ax well ax agrienltural teade, This is what he asked for
and the reason is this: Under present law, the authority is
confined mainly to agricultural produets. This additional
authority, requested hy the administration, will strengthen
the President’s hands in negotiating nontariff harriers with
other countries, It will serve as a clear warning that the
United States is no longer able to turn the other check when
foreign countries impose new nontariff  harriers against
U nited States products,

In addition, the Senate amendment agrees with the
House that in antidumping and countervailing duty cases, the
Treasury should have some time limits imposed upon it in
making its determination regarding the imports involved. The
Antidomping Act deals with injurious price diserimination,
and countervailing duty statute deals with foreign subsidies.
In the case of the antidumping stm‘lrtr(:;\tlﬁle Treasury would
have four months to reach a tentative decision on the ques-
tion of whether or not there has heen price diserimination,
except in extraordinarily complieated eases in which the See-

retary may take up to seven months. In cases under the
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countervailing duty statutes, the Secretary of the Treasury
would have one year to make decisions. Both the House and
the Senate Committee agree that these time limits will give
assurance that decisions will be reached promptly on matters
of vital concern to domestic industry.
Revised Aspect Clause and Adjustment Assistance Provision

A third major area which the committee dealt with
was in revising the stringent criteria in present law for
providing adjustment assistance and tariff adjustment (escape
clause) relief to firms, workers, and industries which are
seriously injured by import competition. With respect to the
escape clause which deals with industrywide injury, present
law provides that tariff concessions must be found to he
the major cause of increased imports, and increased imports
must be found to be the major factor in causing serious in-
jury. These two tests have proven so difficult that only one in-
dustry out of over twenty applicants has qualified for relief
since 1962. The executive branch agrees that these tests
are too rigid.

The Finance Committee substantially altered both tests
to make it easier for a domestic industry to receive relief.
The Senate amendment would require that increased imports
must be related in whole or in part to tariff concessions. This
was the same test that existed for eleven years from 1951 to

1962, and it worked well. The committee agrees with the
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House fhat a “substantial cause” relationship between in-
creased imports and serious injury was fairer to all than
cither the present law or the administration’s recommenda-.
tion, of substituting the concept of “primary” cause for
“major” cause in the statute.

The committee considered that the “escape clause” had
a substantial cause-test for eleven years, between 1951 and
1962, and-it-also worked well. We did not feel that another
possible misinterpretation of our intention by using the word
“primary” instead of “major” would be worth risking. In
fact, it appears there is a distinction without a difference in
the two terms.

The committee also felt that the definition of industry
should permit separate consideration to he given to those
segments of a multiproduct corporation for producing one
product which might be seriously injured by imports, even
though other product areas may not be. This is called the
“segmentation principle” and it too was on the hooks for
eleven years without any difficulties hetween 1951 and
1962.

There is one area in the escape clause which the com-
mittee did take action on and which is new, and that is the
so-called “acute or severe” injury test. Under the commit-
tee’s amendment, the Tariff Commission must determine

\vy};g;l}er on the basis of the substantial couse-test an indug-
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try is being seriously injured by imports. That would be the
first ﬁndihg. Having made that determination and assuming
it was positive, the Commissioners finding serious injury
would also determine whether the injury was acute or severe
or acute. The term “acute or severe” denote a degree of in-
jury which is a level higher than serious injury and which
could, if not immediately corrected, threaten the very exist-
ence of an industry as a viable economic entity in the United
States. Now, under either the initial determination of seri-
ous injury or the subsequent acute or severe 'injury deter-
mination, the Tariff Commission would recommend a remedy.
If only the initial serious injury was found, the President
would consider the remedy suggested by the Tariff Commis-
sion but would be allowed to proclaim any import restric-
tions he deemed mecessary to prevent serious injury, unless
he determines it is not in the national interest to impose such
restrictions, In the latter case, he must provide adjustment
assistance to those firms and workers which are being seri-
ously injured. If there are two affirmative findings by the
"Pariff Commission—one of serious injury and another of
acute or severe injury—the President would have to impose
the remedy recommended by a majority of the Tariff Com-
mission making those determinations, unless he determines 1t
is not in the national interest to do so. In other words, the

second test puts a little more pressure on the President to ac-
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cept the Tariff C'ommission’s findings, but the DPresident
retnins his flexibility, But if he does not accept the Tariff
Conmnission’s recommendation he must provide adjustment
assistance. The committee deemed that this flexibility was
lecessary.

With respect to adjustment assistance, it is only neces-
sary to determine that imports arc contributing to unemploy-
ment or underemployment in the case of groups of workers,
or to serious injury in the case of firms.

Textiles and Footwear

Now let me turn to the textile and footwear provisions
in the bill.

The textile industry is the larger manufacturing indus-
try in the United States with 2.1 million employces, many
of them disadvantaged. The industry moved from the North
to the South, and now may move across the Pacific unless
relief from low-wage imports is provided. All the KEuropean
countries have negotiated voluntary agreements with Japan
and other Asian textile producers to limit imports of man-
made fiber and woolen textile articles into the European
market, That is the intent of this hill. The United States
has been striving to get a similar agrecment, because we
have become the “dumping ground” for cheap imports, and
our producers are facing severe hardships. But the Japanese

do not appear willing to give us the same consideration that

they gave the Europeans.
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The nonrubber footwear industry has also been hurt by
growing imports, Thus, the bill provides for quantative limi-
tations on the imports of certain textile and footwear articles
equal to the average annual imports for the three calendar
years, 1967 through 1969.

However, there is a great deal of flexibility in the hill.
For example, the Dresident is authorized to exempt any
product from the statutory import quotas: (1) which he
determines are not disrupling the United States market,
(2) when he determines that the national interest requires
such action, and (3) when the supply of any article in the
domestic market is insufficient to meet the demand at reason-
able prices, or (4) when voluntary agreements are entered
into with foreign producing countries.

The President is specifically authorized to negotiate
agreements with foreign countries under which imports of
textile and footwear articles would be voluntarily controlled.
As T have stated imports covered by such voluntary agree-
ments would be exempt from the mandatory quota provi-
sions of the bill. The main thrust of the legislation, therefore,
is to share our market with foreign goods, hopefully on a
voluntary basis, so that industry and labor would not be
severely injured by foreign competition.

Textile and footwear imports into the United States

have been increasing very rapidly. The average imports
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of manmade fiber amounted to 1,390 million square yards
in the 1967-1969 base period, and for wool textile prod-
uets it was 184.5 million square yards. As of June 1970,
imports of manmade fiber textiles are running at an all-
time record of 2.4 billion square yards. Apparel imports are
also sharply up, and in some product areas, such as sweaters
and shirts, imports have practically taken over the market.
For example, in 1965 imports of sweaters of manmade fiber
were 501,000 dozen. In 1969, imports of such sweaters had
increased to 6,974,000 dozen. That is more than a tenfold
increase in the space of four years. Such increases in im-
ports year after year are devastating our textile and apparel
firms. Many responsible individuals realize this. In an article
appearing in the September issue of Fortune magazine the
former Minister of Finance in Japan, the Honorable Nobu-
tane Kuichi made this wise statement:

“Confrontation between us and the world is no
good. I'd like to see the growth-rate of our exports
decline from last year’s 22 percent to no more than 10
percent, ideally 7 percent. I have told this to the Prime
Minister and he doesn’t like it because everything is
geared to exports.”

Let us not forget that other countries have much more
severe barriers to imports than the United States. Japan, for

example, has quotas on ninety-eight products, Western
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Europe controls its imports through border taxes and variable
levies, and, in addition, has quantitative restrictions on Japa-
nese and other Asian textile products, which serve to divert
them to the United States. For example, we take 50 per
centum of Japan's apparel exports; all Western Europe takes
only 5 per centum.

Under these circumstances, they should not point their
finger at us as starting a trade war. We don’t want a trade
war. But we can’t stand idly by and watch our indnstries
go under and our labor force decimated by foreign imports.
These provisions will ensure that American industry and
American jobs will be protected while, at the same time,
ensuring an equitable share of our market for foreign goods.

National Security Provision

Another area covered by this bill is the revision of the
national security provision of the Trade Expansion Act.
Under the present law, if the Director of the Office of Emer-
gency Preparedness makes a finding that imports of a par-
ticular article are threatening to impair the national security,
he shall so report to the President. If the President agrees
with this finding, he shall impose whatever restrictions he
deems necessary to remedy the situation,

The House believed, and the Finance Committee con-
curs, that wherever national security findings are involved,

a quota would be a more suitable device for controlling im-
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ports than a tariff. In the first place, the quota would
provide assurance that imports could be kept at a level con-
sonant with the national seeurity ohjectives, whereas no
tariff could give that assurance.

If the taviff were set too low, imports would come ponr-
ing in to depress onr market; if the tariff was very high,
it could shut off imports completely or involve very high
costs to the United States consumer. In the case of oil,
there is the additional problem of tanker rates, which are
extremely volatile. A tariff set on Monday might he inap-
propriate on Friday if tanker rates had moved up sharply
in the meantime. We cannot adjust our tariffs to accommo-
date the fickle nature of these tanker rate variations, or
to the whims of Arab potentates who have effective control
over prices.

The Director of the Office of Emergency Preparedness
stated before the Finance Committee that a tariff would
tend to increase the cost of oil to the consumer much more
than a quota. The Secretary of State, the Secretary of
Defense, the Sccretary of the Treasury, the Secretary of
Commerce, and the Director of the Office of Emergency
Preparedness all agree that a tariff is not a suitable instru-
ment for controlling oil imports, and have so advised the
President. The President has accepted that recommendation.

The committee bhill reflects the same conclusion.
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WELFARE AMENDMENTS
Introduction

The goal of working out progressive and produetive pro-
posals in the aren of public welfare has oceupied the com-
mittee for many months,

Looking at the overall structure of our public assistance
system, the committee concluded that two different ap-
proaches were called for. First, there is no pressing need to
completely throw out our present programs for the aged,
blind, and disabled and start a new program. These pro-
grams, on the whole, have heen working well. They have
been responsive to the needs of poor people, and the rolls
have remained fairly steady. The committee therefore deter-
mined to make desirable improvements in these programs,
but not at this time to change their basic direction.

The situation with regard to the program of aid to fam-
ilies with dependent children is far different. The AFDC
caseload has tripled in the last ten years, and we now have
approximately nine million AFDC recipients throughout the
country. The rate of growth is continning unabated, and
every State is feeling the consequences. Equally disturbing
is the nature of the growth in the program. Most of the fam-
ilies being added to the rolls are eligible because of the
absence of the father from the home. These are cases largely
resulting from desertion, separation, and illegitimacy. Fully

3
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three-fonrths of the families now receiving AFDC are fam-
ilies in which the father is absent, and this percentage will
he inereasing if present trends continue,

Faced with this situation, the committee felt compelled
to develop workable and greatly needed improvements in
those programs ereated hy the Congress to help AFDC
families and to get at the root cause of dependeney. The bill
would make possible immediate improvement in the work
incentive and child care programs, thus assisting many
families to move toward economie independence, long
with these proposals to solve problems which are amenable
to rapid improvement, the comittee is advocating a hroad
program of testing which is aimed at finding long-range solu-
tions to the overall problem of welfare dependencey.

At this point T would like to deseribe in greater detail
just what the committee hill includes.

Assistance to the Aged, Blind, and Disabled

First of all, the bill proposes a national minimum
income level which would provide a considerably higher
level of assistance for a large percentage of recipients of
aid to the aged, blind, and disabled. Many of these people,
who are among the most hopeless and helpless of all the
poor in our country, are currently receiving assistance which
is ohviously inadequate for their needs.

We think it is urgent that inereased assistance be given
4



59

to those who are living in States where payments are very
low, Thus, the hill would require States to provide a level
of assistance suflicient to assure persons in these categories a
total monthly income of at least $130 for a single person, or
$200 for a couple. States would, of conrse, have the option
of maintaining or establishing a higher standard for residents
of their State.

To give some idea of the impact of this new minimum,
let me point out that in the aged category, this provision
would result in increased assistance for eligible single-aged
individuals in about thirty-one States, and for eligible aged
couples in about thirty-six States.

The committee hill would nl;o, in effect, give needy
persons in the adult categories more money in lien of food
stamps. We all know that many of them have suffered loss
of dignity and pride by having to use food stamps when
they go out to the local grocery store to do their shopping.
This bill will give them cash, which they can use as they
want, and when they want.

In addition, the committec wanted to make sure that
those social security beneficiaries who are also public assist-
ance recipients would share in the benefit of the social se-
curity increases which are provided in the bill. If present
law remained unchanged, any increase in a social security

check would mean an offsetting decrease in the recipient’s
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public assistance check. Therefore, the committee hill re-
quires States to raise their standards of need for those in the
aged, blind, and disabled categories by $10 per month for
a single individual, and $15 for a couple. These recipients
would in this way he guaranteed an increase in total income
of at least these amounts.

Recognizing that the rapid growth in welfare expendi-
- tares in recent years has strained the fiscal capacities of the
States, the committee wanted to make sure that the States
would not have to hear any additional cost§ resulting from
these new benefits in the adult categories. A certain amount
of fiscal relief will acerue to the States to the extent that
welfare grants are reduced hecause of the increases which
the hill provides in social security henefits. However, this
relief is not necessarily distributed in a way which reflects
the relative welfare burdens of the States under present law
or under the additional requirements imposed by the bill,

We have worked out a proposal which, generally speak-
ing, would assure all States a 10 per centum savings over
their expenditures for adult assistance programs in 1970,
The Federal Government would pay 100 per centum of
the cost of additional expenditures for the aged, blind, and
disabled which are required hy the committee hill,

Mr. President, it is my helief that these changes pro-

posed in the bill will be of enormous benefit to those Ameri-
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cans who are in need because of old age, lindness, or other
erippling disability. We have been able to work out a way
of increasing the minimum income level ahove the $110
per person level proposed by the administration and ap-
proved by the House, and to make other needed improve-
ments, without going ahove the amounts which the admin-
istration stated it was willing to allocate for these categories
of assistance,
Testing of Welfare Alternatives

Now let me turn to the problem of assistance to needy
families with children. I have already outlined, and there
is no need to further document, the seriousness of the growth
in the AFDO program. The committee has studied the pres-
ent program. It has studied the proposal, with its many
variations, which the administration made for the establish-
ment of a new family assistance plan to be superimposed
on the AFDC program.

In all honesty and sincerity, I would say that the com-
mittee shares the view of Governor Hearnes of Missouri
who testified during the hearings on FAP. Governor Hearnes
sammed up his own opinion by stating quite seriously that
if you rend what the newspapers said about the proposal,
you would be for it, but if you read what was actually in
the bill, you had to be against it.

We read the administration’s bill. We had many weeks

B s A as s er PR
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of public hearings on it. Nearly everyone who testified en-
dorsed the principles in the proposal, but nearly everyone
also pointed out weaknesses.

As legislators, we know that the perfect law is yet to
be written. We would not reject a proposal because of minor
pioblems or oversights. These, we know, can he corrected
in the course of time.

But when a proposal establishes a new direction, and
eoals are established which in our honest evaluation are un-
attainable under the measures provided, then it is our re-
sponsibility to require a more thorough examination,

The committee hill would thus require the Secretary of
Health, Education, and Welfare to conduct up to five tests
of possible alternatives to the AFDC program. One or two
of these tests would test a “family assistance” type proposal
for welfare, and one or two of the tests would test a “work-
fare” type proposal. In addition, the hill pr()\'id(:'gﬁ_,foi'ﬁs/l. test
in which a program of rehabilitation of welfé;'e recipients
would he administered by vocational rehabilitation personnel.

It is my hope, and the hope of the committee, that these
tests would provide a sound basis for rational legislative
action in the welfare aren. We would also hope that each test
would produce data from which there conld he estimated
for the varions types of programs the cost, extent of partici-

pation, and effectiveness in reducing dependency on welfare
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which could be expected if such programs were adopted as a
substitute for AFDC. The tests should also provide valuable
administrative experience which would facilitate the imple-
mentation of any of the test proposals which might eventu-
ally he enacted.

The bhill wonld give the Department of Health, Edu-
cation, and Welfare flexihility in choosing the areas in which
the tests are to he conducted. Ilowever, it would require that
the areas chosen should he hroadly representative of the
country as a whole so that the data from the tests may serve
as a reliable basis for future congressional action.

* The tests are also to he conducted in such a way that
valid comparisons among the various alternatives can he
made, The hill therefore requires that the Department con-
duct the same number of “workfare” tests as “family assist-
ance” tests—either one or two of each. In each pair of tests
the heginning and ending dates of the two tests must he
the same, the number of participants must he approximately
the same, and the areas in which the two tests are conducted
must be comparehle as to population, per capita income,
unemployment level, and other relevant factors. o

Tests would have to be conducted with State cooper-
ation and with State sharing in the costs of the tests.

At all stages in the development of the tests and in their

‘operation, the committee would he kept advised and the



64
Comptroller General would be consulted regarding the test-
ing procedures that would be utilized.

Two matters that this Senator would like to see devel-
oped by these tests are whether wage subsidies are one
effective way of increasing the incomes of the disndvantaged
and whether, if they are, the one-check or the two-check
approach is preferable. The one-check approach involves
passing the subsidy to the employer who includes it in his
wage to the worker. The two-check approach envisions a
wage supplemented by a payment directly from the welfare
office.

Mr. President, we believe this program of testing is
both a responsible and a responsive way of meeting our pres-
ent welfare crisis. We agree that the present system is bad,
hut we do not agree that it is so bad that any untested
alternative would be preferable merely because it is new or
different, We want to find some real answers to the welfare
problem. And we helieve that the way to do this is through
careful experimentation.

At the same time, we recognize that there are changes in
the present legislation which should be made immediately,
and we seek in the bill to correct some of the worst and most
ohvious defects.

Work Incentive Program

The committee and the administration are in substantial

- agreement as to the obligation of appropriate welfare re-
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cipients to work. The thrust of any welfare reform proposal
must encompass the basic proposition that able-hodied wel-
fare recipients should he required to work if child care and
meaningful manpower training is provided—and that actual
jobs are available for such people after training.

Mr. President, I think the Congress has now reached the
point where it is reluctant to support any more training pro-
grams that do not result in jobs for participants. Morcover,
the disadvantaged people of this country share this dis-
enchantment—they say in increasing numbers “no more
training programs without jobs.”

The committee bill adopts almost all of the administra-
tion’s requests for improvement of the work incentive pro-
gram, It provides more favorable matching for manpower
training expenses and for welfare services which support
training, including the vitally important day care. It also
provides registration with the employment service as a con-
dition of welfare eligihility and puts into effect uniform Fed-
eral standards for referral of welfare recipients to WIN, .\l
of these elements have heen cited by the administration ax
crucial deficiencies in the work incentive program.

But the hill goes further—and here, I would be remiss in
not pointing to the great contributions of the Junior Senator
from QGeorgia, Senator Talmadge. It comes to grips with

some of the basic reasons for the failure of WIN which have
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heen very disturbing to the committee, The Committee on
Finance was the principal architect of WIN progam and
was responsible for the basic decision that the Department
of Labor would adnsinister the manpower training program.
However, the committee has been greatly disappointed in the
implementation of the program.

The points of emphasis the Finance Committee thought
were made abundantly clear in the 1967 amendments have
been paid lipserviee or totally ignored. A meaningful pro-
eram of on-the-job training continues to be an unfulfilled
Labor Department promise. The legally required program

of special work projects (public service employment) is a

reality in only one State. Lack of Labor Department and

Department of Health, Education, and Welfare cooperation
and that of their counterparts at the local level has heen a
major problem in the referral process und in the provision
of necessary supportive services for recipients in work and
training. The main thrust of the WIN program as it exists
today remains in the direction of hasie education and elass-
room training, which our experience with manpower training
over the last decade shows does not result in the placement of
people in jobs, hut rather in a growing skepticism of hoth
welfare recipients and the public as to the worth of such en-
deavors. Mr. President, this sitnation must change. More

cffective administration must he provided and WIN’s on-the-
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job and public service employment components must hecome
o vital part of the program.

The task of training welfare recipients for jobs and actu-
ally placing them in employment on a permanent hasis is
admittedly one of the most difficult tasks facing govern-
ment, The committee helieves that the changes it is propos-
ing for WIN are important, albeit some of these could have
been made without changes in the statute, But we are also
aware that regardless of what the Congress does in this area
the ultimate success of the program will, in large measure,
be dependent on the dedication of administrators at the Fed-

Peral, State, and local level and the resources they are allo-
cated. Thus, we believe it is incumbent upon the Depart-
ment of Labor to show its commitment to WIN and to pro-
vide staffing at the Federal level which is commensurate
with its responsibilities as the primary administrator of the
program. The WIN program must receive the kind of im-
plementation its importance deserves.

Child Care

The bill also includes proposals which would greatly
expand the availability of child care resources throughout
the Nation. At the present time the lack of adequate child
care represents perhaps the single largest impediment to the
efforts of poor families, especially those headed hy a mother,

to achieve economic independence. The committee hill would
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seek (o remove this impediment for the poor, while at the
same time promoting child carve facilities for all families
which need them, hy creating a Federal Child  Care
(‘orporation,

Although the Committee on Finance and the Congress,
through past amendments to the Social Security Act, have
attempted to meet these needs, we have been unable to
overcome the great lack of organization, initiative and
know-how which exists in the child care arca, We have pro-
vided money, hut we have found that money alone will not
do the job. We need a mechanism at the Federal, State, and
local levels which will respond to both national and local
needs for child care. We helieve the Federal Child Care
Corporation will be such a mechanism.,

The Corporation would have as its first priority making
available child care serviees to children of parents cligible
for such services under the AFDC program, and who need
them in order to participate in employment or training. How-
ever. it would also have the hroader function of making child
care available for any family which may need it, regardless
of welfare status. ®

The Corporation wonld work in an uncomplicated way.
Under the committee hill, $50 million would he given to
the Corporation to provide initial working capital. This

amount would he in the form of a loan by the Secretary of
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the Treasury and would be placed in a revolving fund. The
money would he used hy the Corporation to hegin arranging
for child care services. Initially, the Corporation would con-
tract with existing publie, private nonprofit, and proprietary
facilitics to serve as child care providers. To expand services,
the Corporation would also give technical assistance and
adviee to organizations interested in establishing facilities
under contract with the Corporation. In addition, the Cor-
poration could provide child care services in its own facilities,

Fees would he charged for all services provided or ar-
ranged for hy the Corporation. The fees would go into the
revolving fund to provide capital for further development
of services and to repay the initial loan. They would he set
at a level which would cover the costs to the Corporation
of arranging child care.

We have provided in the hill for construetion authority
for the Corporation, and would authorize the issuance of
bonds for this purpose if new construction is needed. We
envisage, however, that this authority will he used sparingly,
and that every effort will first he made to utilize existing
facilitics.

I am deeply concerned about the quality of care which
children are to receive, and I therefore want to emphasize
that the hill includes provision for Federal child eare stand-

ards, to assure that adequate space, staff, and health require-



70
ments are met, In addition, facilities used by the Corporation
would have to meet the Life Safety Code of the National
Fire Protection Association,

The bill includes in-service training program authority,
and the committee expeets that this authority, along with
the training programs under the WIN program, will be
used to train welfare mothers, insofar as possible, to work
i child eare programs. This will mean that while some
mothers are being freed for work, others will he provided
employment direetly in child care facilities. i

The Corporation, while providing a mechanism for
expanding the availability of child care services, would not
provide funds to subsidize child care. Those who are able to
pay would he charged the full cost of services. The cost
of child care needed by families on welfare would be paid by
State welfare agencies.

Here, too, the committee hill makes a significant im-
provement in present law by providing for an increase from
75 per centum to 90 per centum in the Federal matching
share for child care services. The bill would suthorize
pavment of 100 per centum of the cost of services for a
temporary period if the Secretary determnined that necessary
serviees would not otherwise be available. The 90 per centum
matching rate would he available to the States for child

care for families receiving AFDC and also for past and

potential recipients.
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Family Planning Services

Mr. President, the committee hill provides for a major
advance in enabling welfare recipients to obtain free family
planning services by authorizing 100 per centum Federal
funding for State family planning programs, including hoth
information and the provision of medieal services.

As under present law, States would he required to offer
family planning services to all appropriate recipients of
AFDC, inclnding on an optional basis, former recipients and
those who are likely to become recipients of welfare. Ac-
ceptance of services, as under present law, would he volun-
tary with the recipient.

A beginning has heen made as the result of congres-
sional action in 1967 when 75 per centum Federal matching
funds was authorized for this purpose. The progress which
has heen made under those amendments, however, has not
met the committee’s expectations.

The provisions of the committee bill are consistent with
the aims of the administration, as expressed by the Presi-
dent in a speech in July 1969:

“Most of an estimated five million low income women of
childbearing age in this country do not have adequate access
to family planning assistance, even though their wishes con-

cerning family size are usually the same as those of parents

of higher income groups.
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“Tt is my view that no American woman should be de-
nied aceess to family planning assistanee hecause of her eco-
nomic condition, I believe, therefore, that we should estah-
lish as a national goal the provision of a\(leqllatc family plan-
ning serviees within the next five years to all these who
want them but cannot afford them, This we have the eapac-
ity to do.”

The connnittee shares the goal of the President and he-
lieves that this is an appropriate step in its fulfillment. It
notes that, according to testimony of Planmed Parenthood
Federation, full family planning services can he provided
for about $60 per woman per vear. This seems a small prive
to pay for the personal, social, and economic henefits which
can he achieved as the result of an effective nationwide fam-
ily planning program.

Emergeney Assistance to Migrant Families

Some of the most disadvantaged citizens in our country
can he found among migrant workers, When children are
involved, the situation calls even more urgently for action,
and this action must he of a national nature which is com-
mensurate with the national problem,

Under existing law, emergency assistance may, at the
option of the States, he provided to needy migrant families
with children and he provided cither statewide or in part

of the State. Fifty per centim Iederal matching is provided.
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The committee hill establishes a more meaningful pro-
gram by amending existing law (1) to require all States to
provide such a program; (2) to require that it he statewide
in application; and (3) to provide Federal matching of its
cost at the 75 per centum level.

Obligations of Deserting Father

Mr. President, when we discuss welfare reform, we
should always remember some of the root causes of the pres-
ent crisis.

The facts are startling:

In 1969, three out of four families recciving AFDC' were
eligible because of the father’s absence from the home. One
out of six families is on welfare hecause of the father’s de-
sertion, With about nine million AFDC recipients, this means
that about one million five hundred thousand mothers and
children are receiving welfare today because the father of the
family has deserted.

An illustration of the impact of desertion on a city's
AFDC rolls is New York where between 1961 and 1968 the
cases of deserted or informally separated wives grew by

2

412 i)ér centum.
Nationally, the largest single cause of dependency among
children is illegitimacy. In 28 per centum of the families

receiving AFDC, the mother is not married to the father of

the child.
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Congress, particularly in the 1967 Amendments, at-
tempted to deal with this aspect of the dependency problem.
These measures, however, have failed to stem the explosive
growth of the welfare rolls in the past three years, a growth
largely consisting of families in which there either never was
a father or in which the father has deserted the family or is
otherwise separated from the mother.

During the hearings on the welfare bill, Secretary
Richardson was asked his opinion about direet Federal action
in desertion cases, He replied:

“We would support legislation which made it a
Federal crime to cross State lines for the purpose of
evading parental responsibility. * * * From the stand-
point of our Department to makes this a Federal crime
would help to reduce the problem, we think, and to
that extent we would be for it.”

The committee considers the provisions of present law
useful and feels they should be retained. However, it is
clear that further action is necessary to permit more exten-
sive involvement of the Federal Government in cases where
the father is able to avoid his parental responsibilities by
crossing State lines.

Thus, the committee bill wquld make it a Federal mis-
demeanor for a father to cross State lines in order to avoid
his family responsibilities. The penalty under this new

amendment would be imprisonment for up to one year.
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Second, the committee bill would provide that an indi-
vidual who has deserted or abandoned his spouse, child, or
children shall owe a monetary obligation to the United
States equal to the Federal share of any welfare payments
made to the spouse or child during the period of desertion
or abandonment.

The bill also provides that information regarding the
whereabouts of the deserting individual wounld be furnished,
on request, hy the Federal Government to the deserted
spouse where a judgment for support has been obtained.

'Daniel P. Moynihan has stated:

“Now, a working-class or middle-class American
who chooses to leave his family is normally required
first to go through elaborate legal proceedings and
thereafter to devote much of llis income to supporting
them, Nommlly speaking, society gives him nothing.
The fathers of AFDC families, however, simply dis-
appear. Only a person invincibly prejudiced on hehalf
of the poor would deny that there are attractions in
such freedom of movement.”

It is my- hope that the measares contained in the com-
mittee bill will equate the responsibilities of a father of

AFDC children with those of the father of a working-class

or middle-class family.
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The Court and Welfare Law

Some major changes in welfare law have been made in
recent vears not by the Congress, but hy the Judiciary.
These decisions have played a major role in the phenomenal
growth of the welfare rolls in the last three years. In some
cases, the Court decisions have been made on the basis of
an interpretation of congressional intent and in some cases
the decision has heen based on an interpretation of the
Coustitution. Common to many of these cases scems to be
an assumption that welfare is a “property right” rather than
a “gratuity” granted as a privilege by the Congress and
subject to such cligibility conditions as the Congress, throngh
the legislative process, decides to impose.

Health, Education, and Welfare Secretary Elliot L.
Richardson disagrees with this view of welfare as a vested
right. Under Secretary Veneman disagrees with this view.
The Committee on Finance disagrees with this view. Under-
Iving the committee’s understanding to the welfare amend-
ments in the bill is the fundamental policy that the “right
to welfare” is a statutory right, dependent on legislation
enacted by the Congress, and not a vested, inherent, or
inalienable right to béneﬁts.

The committee’s view is that the right to welfare is
no more substantial, and has no more legal effect, than any

other henefit conferred hy a generous legislature, The welfare
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system as we know it today is authorized under the Social
Sccurity Act, and the statutory rights granted under that
Act can be extended, restricted, altered, amended, or even
repealed by the Congress. It is this ability to change the
nature of a statutory right which distinguishes it from a
property right or any other right considered inviolate under
the Constitution, ‘

Consistent with this‘view the committee bill includes
provisions reasserting the intent of Congress with respect
to the residency requirements, the man in the house rules,
payments of welfare benefits during appeals, the require-
ment that States seek to establish the paternity of illegitimate
children applying for welfare and that reasonable access
be provided for caseworkers to enter the homes of welfare
recipients.

In addition the bill would prevent the use of Federal
funds in financing future efforts to nullify any feature of the
Social Security Act.

TAX AMENDMENTS

The hill also contains several tax amendments closely

related to the programs dealt with by the bill,
Information Reporting
An important feature of the committee bill is the pro-

vision calling for information reports to be submitted to the
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Internal Revenue Service of payments made by insurance
companies to health care providers. In the case of federally
financed health programs like medicare and medicaid the
amendment calls for reports both of payments made direct
to the provider and those made to the heneficiary in reim-
hursement of his bills, In the case of private insurance poli-
cies, however, the amendment would require reporting only
of payments made direct to the provider.
Bribes and Kickbacks

Another committee amendment corrects an unintended
effect of the Tax Reform Act of 1969 allowing a tax deduc-
tion for illegal bribes and kickbacks. The 1969 Act required
that there be a criminal conviction or guilty plea before
such a payment could he disallowed. The committee bill
substantially restores the prior law and disallows a deduction
if the payment is illegal under Federal or State law. This
disallowance rule also applies to medical referral fees under
the medicare and medicaid programs since another provision
in the bill makes such payments illegal,

Retirement Income Credit

The committee bill also upgrades the retirement income
credit—a tax relief provision for retired persons—by in-
creasing the amount of retirement income eligible for the
credit. This action, together with the recent announcement

by the Internal Revenue Service that it would compute the
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retirement income credit for persons who request it, should
go far toward making 'this credit generally more useful.
Work Incentive Tax Credit

Another amendment recommended by the committee
provides for a tax credit for employers of persons trained or
placed through the work incentive program, The tax credit
will amount to 20 per centum of the employee’s salary for
the first year of employment, but it would be recaptured if
the employee should be discharged in the first two years of
employment. The committee felt that this amendment, part
of a comprehensive revision of the work incentive program,
would stimulate jobs for people who today must depend on
the welfare system for their sustenance.

VETERANS PENSION INCREASE

The Committee on Finance, in its deliberation on this
bill, has continued, as in the past, to be mindful of the spe-
cial needs of veterans. The committee bill includes the text
of 8. 3385, a pension increase bill introduced by Senator
Herman E. Talmadge, chairman of the Subcommittee on
Veterans’ Legislation. The Talmadge bill, incorporated as
a committee amendment, would increase pension benefits by
$160,000,000 above present law, effective January 1971.

Pension benefits are related to need. As social security
payments are increased, the veterans need for a pension

decreases, although by a considerably smaller amount than
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the rise in social security benefits. The committee amend-
ments substantially offset these reductions.
CONCLUSION
Mr. President, this concludes my prepared statement on

the commiittee bill, I urge that it be approved.

)



