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*  SUPPLEMENTAL SECURITY INCOME PROGRAM

TUESDAY, JUNE 19, 1973

U.S. SENATE,
CommrrTrEr ON FiNaNce,
Washington, 1).C.

The committee met, pursuant to notice, at 10 a.m,, in room 2221,
])irk_sleln Senate Office Building, Senator Russell B. Long (chairman),
presiding.

Present: Senators Long, Ribicoff, Bentsen, Bennett, Dole, Pack-
wood, and Roth, Jr.

OPENING STATEMENT OF THE CHAIRMAN

The Cizamrmay. The hearing will come to order,

The Congress last year enacted a new supplemental security in-
come program for aged, blind, and disabled persons, Under this pro-
gram, the Federal Government will guarantee a minimum income of
$130 to aged, blind, and disabled individuals beginning January 1074,

While many people will receive higher benefits under the new pro-
gram than they do now, we have become aware that in a number of
situntions, persons now receiving aid to the aged, blind, and disabled
will face a reduction in their payments when the new program goes
into effect next January. Some persons now eligible for medicaid
benefits will face a loss of medicaid eligibility.

The Congress certainly did not intend cutting the benelits of aged,
blind, and disabled persons, and I am confident we will take the legis-
lative action necessary to prevent a cut.

It is the purpose of our hearings today to hear suggestions on what
we might do to prevent current recipients of assistance from getting a
cut next January or from losing medicaid benefits.

Our first witness will be the Honorable Caspar W. Weinberger,
Secretary of the Department of Health, Edueation, and Welfare.

STATEMENT OF HON. CASPAR W. WEINBERGER, SECRETARY OF
THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

Secretary Wrinserar, Mr. Chairman and members of the commit-
tee, I am pleased to be here today to discuss with you our progress in
implementing the new Federal/State Supplemental Security Income
program and its possible effects on current welfare recipients, I am
accompanied by Frank C. Carlucci, Under Secretary, DITEW;
Stephen Kurzman, Assistant Sceretary for Le islation, DHEW; m\(i
Arthur IIess; Acting Commissioner for Social Security Administra-
tion, DHEW.
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It was this committee which provided the leadership, throu%h enact-
ment of the Social Security Amendments of 1972, P.L. 92-603, in es-
tablishing the Supplemental Security Income program (SSI). You
purposely designed a new system in which the Federal Government
would nssure u basic income level and the States would retain responsi-
bility for meeting special needs relating to higher living costs in some
States and to particular situations of some of their citizens, a partner-
ship coneept,

Yon further provided that this would give fiscal relief to the States
ginco the entive cost of the basic floor—$130 for ench eligible individual
and $105 for each couple—would be financed entirely by the Federal
Giovernment, providing a total of $2.2 billion new Federal dollars dur-
ing the first full year of operation. :

You provided another mensure of fiseal relief and cemented the Fed-
eral/State pm’tnershilp in this new program by providing for protec-
tion against increased costs if the Stutes chose Iederal adininistration
of any State supplement provided. This included a hold harmless to
the State’s ealendar year 1972 level, plus the full assumption of all
administrative costs in those States choosing Federal administration,
We have rosPonded by providing a maximum of flexibility in adminis-
tration of the supplement, with a suficient number of variables to
allow the States to meet the different levels of need of their aged, blind
und disabled recipients,

You provided that persons receiving payments under this program
would bo treated equally in all States. The basic floor assures equal
minimum pavments for all needy anged, blind and disabled citizens.
You have provided uniform ecligibility tests related to income, asscts,
and resources, including more liberalized income disregards and n dis-
regard of limited outsiﬁe income. We beliceve this will allow equity in
a program under which individuals have been treated differently in
overy State, nnd indecd differently within the same State.

This law ‘was enacted in October 1972, Since that time this Depart-
ment, through the Social Security Administration, and with the co-
operation of the States, has diligently planned and begun field prep-
i\lrationd for full implementation beginning January 1, 1074, as you

irected.

In 21 States, bills have been passed und signed by the Governor, or
are filed and on their way through the legislative branches, Almost
without exception every State and its officials are aware of and work-
ing on this legislation—and many of them have said that no pre<ent
recipient in their State would receive rednced payments, that the State
would do its share. The Governor of Minnesota, for example, so de-
clared in his budget message to the legislnture,

g As a result of this legislation and the actions underway in every
State:

Moro than 1,150 existing State and county welfare programs of
cash assistance to the needy aged, blind, and disabled persons will
bo converted to a single national system,

The numbers of persons who will benefit will nearly double
those who currently reccive payments under the existing State
systems. from 3.4 million to 6.2 million people.

Nearly a million and a half of those now receiving benefits will
got an inerease.
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The grogram will bring significant amounts of new money into

every State and will free substantial amounts of State funds
which have previously been used to finance the State share of the
adult categories, The Federal share will increase by $1.7 billion
and an additional $000 million in State dollars will be freed.

Congress did not direct that the money freed should be placed en-
tively in the State treasury, In providing for State supplementation
you realized that some of these funds would be used to meet speciai
needs in some States or for across-the-board supplementation in those
States with uniformly higher levels of assistance. With the exception
of three or four, the States will be better off fiscally under this program,
serving double the caseload, even if they hold every individual harm-
less against a loss over current payments. This would include consid-
eration of increased medicaid costs, as well,

This committee received material from my office on the medicaid
options available to the States for recipients of the SSI program,
Again, we provided the States a number of oPt‘ions for medicaid cov-
crage, which we believe will generally give the States the ability to
exercise a reasonable control over costs and to protect most-current
heneficinries, Most of that relatively small number of persons that
could lose federally matched medicaid Payments face this situation
because of Congressional changes in eligibility for the basic cash
assistance program, These changes have an indirect effect on medicaid.

The reactions to the implementation efforts now underway have
heen positive. At the National Governor’s Conference held recently in
Lae Tahoe, many Governors were outspoken in their support of the
uniform nationa! program in partnership with the States. The Gover-
nors intend to implement the program in a way that will disadvantage
fow, if any, persons. Governor Cecille D. Andrus of Idaho the Vice-
Chuirman of the Committee, who presented the report to the Con-
ference, said:

We in Idaho will supplement, if necessary, to see that none of our recipients
loxe any money in the transition of the responsibility from the States to the Ifed-
eral Government, It is my feeling that most, if not all of the Governors, share
my feelings that none of the people covered by this nct shall lose money in the
transition from State to Federal government. We have been working very
diligently since the conferees completed their actlon and are on a tight schedule
which will bring checks to recipients by January, 1074,

For the record, I have a telegram from Governor Otis Bowen of
Indiana. IIis State views with great concern the delays of Public Law
92-603 contemplated by Congress, His State has alveady acted after
careful consideration of sessions of Iouse and Senate.

[The telegram referred to follows:]

The 8tate of Indiana views with grave concern the possibility that delays in
Implementation of the benefits of Public Law 92-608, title XVI for its aged,
blind, and. disabled, are contemplated by Congress,

Indlana already has acted through its legislature to gain these benefits, after
careful consideration and an unprecedented February 17, 1078, joint session of
the House and Senate which dealt only with welfare matters. The meeting was
attended by both U.,8, Senators and our Indiana congressional delegation, as
well as by State and Federal officials.

The legislature adopted the necessary laws which has the effect of cancelling
out existing State laws relating to assistance for the aged, blind, and disabled,

effective January 1, 1974, .. .
Indiana followed the intent of Congress by implementing title XV1, which will
increase benefits to some 25,000 aged, blind, and disabled citizens now on our
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welfare rolls, It will provide first-time benefits for 85,000 others in marginal-
income categories,

Indiana's 92 county welfare departments hiave based their budgets on the pre.
ise of coming on line with the Federal program. Any change at this point would
peril their budgets, in view of Indiana‘'s statutory restrictions on property tax
rates and levies,

But most important, Indiana made changes in its laws to permit it to cooperate
fully with the Federal program, For Congress to discard these provistons wonld
leave us without a State welfare program to cover these categories of reciplents
at a time when budget commitments for the 1078-1074 fiscal blennlum already
have been made by the general assembly.

I would be critically concerned over any changes made now by Congress which
wonld delay the full implementation of Public Law 02-608. Such a delay would
do harm and great injustice to the 60,000 Indiana citizens who have great need
for the added Leneflts the new program would provide.

I am also concerned about any proposed changes in Publie Law 92-603, title
XVI, which would call for vastly increased Federal expenditures. This might
reopen the entire program to critical and delaying debate because of possible tax
increases and serlous Federal budget considerations and might thus likely en-
danger the current law and the good which it is intended to accomplish,

I recognize that the Bup;‘)lemental Securlty Income program does have different
effects In varlous States, I feel that nost governors wottld not oppose carefully
planned amendments which would maintain its current timetable and goal of
added help for the aged, blind, and disabled, and would reasonably strengthen
coverage and clarify intent where currently obscure in Public Law 92-008,

However, we strongly belleve IPublic Law 92-008 is basically sound and com-
mend the Congress and the President in enacting it, I would strongly urge and
request full implementation as planned January 1, 1974, if not nation-wide. then
certainly for those States that are so committed by legislative action taken in
good faith on actions of the U.S. Congress, Certainly it seems that those Staten
that have formally committed themselves to implementation of Publiec Law 02-
603 should be allowed to proceed without massive and exceedingly disraptive
congressional alterations of the law.

As an alternative, States which have taken steps to participate might he
allowed to continue the program as a cooperative Federal-State experiment,

Kindest Personal regards,
OT118 R, BowEN, M.D,,

- Governor of Indlana,

Secretary WEINBERGER. Before I go into greater detail about the
efforts in the field, I would like to comment briefly about. the proposed
delay of Federal administration of this program for a year. They
have taken necessary action that their people remain in the same or
n better position than they are now. :

The law was enacted less than one year ago and, as I said previously,
there has been a major joint Federal-State effort since that time to
ht\we the program operational by January 1, 1974, To alter the pro-
gram in any major way would jeopardize plans for implementation on
time, Kvery week is a critical one in our operational process, Any talk
of delay in Congress is bound to create confusion in the field. Indeed
it already has caused some uncertainty and unnecessary confusion.
We cannot allow this to happen if we are going to get this program
into effect on time, The most important consideration of my Depart-
ment is that our needy aged, blind, and disabled individuals, includ-
ing the 2.8 million newly eligible, receive their checks on time, We
must not jeopardize this through any Congressional uncertninty. I
might interpolate that we regard this as the biggest single civilian
effort the Government has been called upon to make since enactment
of Medicare.

Let me now describe our efforts to prepare for administration of
the new program, It should be emphasized that what is involved is far
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more than just a Federal assumption of assistance programs formerly
administered by the States. The new Federal program will cover many
more people than the Federal-State programs for a number of reasons:

1. The uniform Federal assistance levels—$130 for an eligible in-
dividual and $195 for an eligible couple—are higher than those
presently applicable in almost half of the States,

2, Lien Iaws and relative responsibility are not applieable under
the new program,

3, The law includes income disregards which allow for the receipt
of limited income without any reduction in supplemental socuri‘y
income,

About 90 {mrvont of the newly eligible aged and 15 percent of the
newly eligible disabled will be social security bieneficinries, Thus, in
many cases, the Social Security Administration can use data in its
records for evaluating SSI eligibility factors such as age, marital
status, income from social security benefits, ete.

The more immediate problem of implementing the new program
concerns the very large, one-time jlob of converting present recipients
from State to Federal rolls, This large-scale operation, involving the
(-um'(-,r{xion of approximately 3.4 million current recipients, has already
sturted,

Before January 1, 1074, all recipients on the State and local welfare
rolls will have their records reviewed and revised so as to provide
the Socinl Security Administration with complete records for the
entire cascload and identification of persons to be transferred, and
necessary additional information about persons for whom State sup-
plementary payments ave gﬁoing to be made.

Mnfr I emphasize that the planning stage is over, Right now the
Socinl Security Administration is working with State and counfy
welfare agencies throughout the Nation on an all-out, urgent hasis.
The law requires that we complete the highly complex administrative
rosvonsibi]ity of implementing the new program by next January,
and we will, -

T'his program right now is rolling on that kind of a schedule that
will result in payment of the checks on January 1974, We already
have hired about 8,000 new employees—this is about half of what we
will anticipate with approximately 15,000 new employees; devoted
nearly 100,000 manhours to SSI program training in the field: o]poned
over 100 new facilities throughout the country in order to help the
recipients to be better served; expanded Social Security Administra-
tion's field telecommunications capability; printed and distributed
field procedure manuals: completed pxeparations of application forms:
and completed many other administrative preparation tasks.

Yesterday, we started taking applications from people who will he
cligible or thought to be. Within wecks of the ga\ssnge of the Act,
we met with all the States’ welfare directors and their staffs in Balti-
more, and a week later with the State budget directors. In January.
SS.A ‘met with legislators from all States, with many returning for
further discussions last week. The National Legislative Conference
. meeting in Washington last week passed a vesolution endorsing no
delay in this program.

Woe have met with welfare officials regularly—with all of them dur-
ing regional meetings in the past 3 weeks. Just yesteday our people

07-550—T73—2
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were in Juneau, Alaska, and Boston, Mass., meeting with State officinls.

Throughout the country we are well past the halfway point, Fur-
thermore, we are ready to begin accepting applications next Mondny
from those who may be newly eligible next January. In short, we fully
accepted the mandate imposed on us by the Congress when it passed
ILR. 1 last year..We certainly did not interpret that mandate as an
uncertain confused suggestion that we start delivery of checks to 6.2
million persons next January, T think we would have been subject to
criticism if we had not done what things we have done or faltered
and say we can’t make it, Fortunately, we don't have to say that,

While we eannot speak for the States about what their decisions will
be. our best judgient is that nearly all States ean and will insure that
no recipient is disadvantaged at the same time that the State can enjoy
a net reduction in adult assistance expenditures, The lnw. of course,
does not inelude any means by, which the Federal Government enn
provide an absolute guarantee that no recipient will be disadvantaged
v gome State action,

We must leave this matter to be resolved by the States, The question
is one of willingness to apply part of their gross “savings” that are
freed as a result of the Sh{ program to protecting recipient incomes,
It does appear, however, that in just a few States which have inereased
payments considerably since January 1072, a net increase in State
expenditures may be required in order to proteet all recipients, As yon
can see, the Social Security Administration and the States ave woll
along on preparations to put SSI into effect on Junuary 1, 1074,

Your committee has made suggestions for a “grandfather clause”
designed to continue into the SSI prograun the payment amounts ap-
plicable under the old State matehing programs, Under one alterna-
tive, these payment amounts would he grand{athered in for recipicnts
on State rolls in December 1973, with the Federal Government paying
the entive cost, and the SST levels of $130 and #1953 applienble for new
cases,

We would be very much opposed to such an approach. It would
cost an additional $900 million of Federal nioneys just to relieve States
of sharing the cost of assistance to the people now on their caseloads.
There would be serious administrative implications m-ising out of the
fact that for many years—as long as the “grandfathered” people re-
main on the rolls—there would have to be a case-by-case approach
to maintaining the payments that would take into account the multi-
tude of special provisions in the States and local jurisdictions. It was
one of the things that this committee was very rightly concerned
about and very anxious to stop—the examination of budgets by case-
workers. This is avoided by tinis program and postpones the decision
of the entire program.

Your second suggested alternative calls for postponing Federal ad-
ministration for a year and continuing the State and local programs
with current payment levels at full Federal cost, and with minimum
$130 and $195 payvment levels required for current and future reeip-
ients. This proposal also merely shifts to the Federal Government
costs formerly shared by the States.

This does not appear to us to be a real alternative, because at the
end of the one year it contemplates Federal administration with the
same “grandfathering” required under the first proposal, Resolution
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of the problems inherent in the transition is merely delayed for a

year. Meanwhile, the cost to the Federal Government during that

year would be $100 million more than the cost of SSI as enacted, but

far fewer than the cx&)ectod 6.2 million SSI recipients would benefit

because the more restrictive income disregnids, asset limits, and other
provisions of State programs would continue with the new Federal
enefits not coming into eflect for a year.

Any change in direction now or any uncertninty as to the commit-
ment of the IFederal Government to the program would disrupt the
progress of the many Federal, State, and eounty oflicials who are
deeply engngerd in uccomrlishing the conversion. Iven more impor-
tant, any vacillation would, in our judgment as responsible ndminis-
trators, seriously jeopardize the receipt of checks in January 1974
by some 6 million needy aged, blind, and disabled people.

IFor these reasons, the administration would strongly oppose an
delay in implementation of SSI or any change under wﬁic 1 the Fedy-
eral Government would finance payments which, in accordance with
the basic philosophy of the appronch as enacted by Congress, were in-
tended to be the responsibility of the States, It is important that we
do not allow thy situation in a few States to obseure the fact that the
SSI program will provide increased income to a potential 4 million
aged, blind, and disabled Amerieans, and that nom'P' all States will be
better off financially under the program,

Mr. Chaivman, the time for debate was lnst Fall—it was debated
and enacted.

In closing T would like to offer my assurance that we can and will
be ready to offer complete implementation of the program by Janu-
ary 1, 1074 : neither I nor anyone else can give you that assurance if,
at this erucinl stage, you should make any basic changes in the law.

The Cuamaran, Mr, Seeretary, the States were of the impression
when we were working on TLR. 1 last year that the Fedoral Govern-
ment was proposing to take over either all or a major part of the bur-
den of welfare that was being borne by the States at that time, When
the news release went out, that the agreement had been reached before
the Senate and the ITouse conferces on ILR. 1, many people gained
the impression that T personally gained, that we had agreed to a pro-
posul that would not only make a lot more people eligible to receive
payments, but that we had included a sort of grandfather approach in
which at the Federal level we were going to assure that no one re-
ceived a cut, T must confess that as one of the conferces under the
pressure of the Congress to adjourn T gained the impression that we
wero doing more to help the States and the aged than we in fact did
under that bill, so I can’t blame any State administrator or any GGov-
ernor for having the same impression that T myself had when I sat
right there in that room at the time it was discussed, And it was sug-
gested by Mr. Veneman and perhaps others from your Department
that we could work out some sort of a grandfather arrangement to
assure that these people would not receive reduction,

Sceretary WEeINBeRoEr, I was certainly not aware that there was any
suggestion from anyone in our Department (and T just checked very
briefly with Mr. Kurzman who was there at the time) that there would
be any grandfathering clause, The thing that strikes me, if T might say
so, that disproves the contention that a lot of States were under a dif-
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ferent impression, is the number of States that have acted since the
chactment of this Act to supplement. A number of States have acted
not to add supplemental payments, That seems to my mind to disprove
the iden that there was any serious misunderstanding as to the fact
that a partnership was still contemplated and that there would have
to be State actions taken,

The CuamrmaN. There was obviously not a meeting of the minds,
Mr. Sccretary, The reason T sny this is that T am only now fully under-
standing how this so-called grandfather clause is supposed o work,
and if a man who served as chairnan of the Senate conferces could
he confused about the matter then it is ensy enough to understand how
someone 1,000 miles away from Washington could be confused about
it. I gained the impression when we were talking nhout trving to as-
sure these people that no one would receive a cut, that the Federal
(Government was going to undertnke to pay the oxRonse of a\ssnxin,q;
that these aged people would not have a reduction. Now the way this
grandfather clause is written I am sure is the way that your I)oo le
understood it, after all T think that they probably provided the drafts-
manship to do the detail work, When we read the ]nngungc and study
it, the way the law is drafted it comes out that if the State will pay to
the Federal Government the amount which it was paying in aid to
the aged, blind, and disabled, then the Federal Government will pay
the additional amount necessary to assure the States that these aged
people would not suffer a_reduction. Now, I believe most States had
the impression which I hag,

Mr, Secretary, the principal concern for some of us on this com-
mittee is the prospect that a number of aged people, having been led
to believe that we nre going to have a more generous program, will re-
ceive not an increase, but a reduction if things proceed the way they
are going. That is v matter of grave concern for all of us who have a
substantinl number of those people within our States. What is your
estimate of how many people wi]ll receive a reduction if things proceed
the way they are going right now?

Secretary Wrinsereer, Mr, Chairman, that will depend on the ac-
tions that States take, There was never any sngf(ostion. as T understood
it, that the IFederal (Government was going to both adopt a more gen-
crous expanded system and at the same time guarantee that all of the
States would take the necessary action to insure that any lapse caused
by the peculiarities or differences of their laws would be covered. With
the amount of money that T mentioned that was freed to come to the
States, there is no reason for any State to have any person disad-
vantaged, and only one or two States would be 1'equirc({) to pay addi-
tional amounts of money to insure that most States would receive a
net benefit. or there would be at the very least, a very substantial
amount of new Federal dollars coming into that State.

The CHAIRMAN. Now I believe most States had the impression which
I had at the time, that they were not to be required to contribute the
amount that they had been contributing. In fact, I think most of them
felt that they could reprogram the money they had been using for the
disabled and the aged and could put it in medicaid because with a
large number of people being made eligible for payments it would
be hoped that those—

Secretary WerNBereer, They can do it.
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The Cuaryax [continuing]. That those people could be made
oligible for medieaid benefits as well as SSI, We did provide a savings
clause, So that if the-States do not have the money, they could limit
their medicnid eligibility to those persons who were on the rolls prior
to the time that the SST program went into effect,

Secretnry Werxsenarer, They are able to do that. The conferces did
specifically grandfather the blind and the disabled recipients into the

SI program ; thus, they can be covered under medicaid by whichever
option the State chooses. But the option of the States to use the
money that was freed by the Federal assumption for additional State
medicaid benefits was there, and many States have done that, Some
States, however, have taken that money and diverted it for other pur-
poses. This was within their authority to do.

If this brings them out with the need to then spend additional money
to bring their medicaid recipients hack up again, that is still open to
them, If they divert the freed nmm\v. that sﬁmlld not, we think, be n
basis for the Federal Government in effect to do both for them.

The CiatrmMan. Mr, Secretary, first let me ask you this question:
based on the plans and the laws that States have made—and I am not
talking about somebody’s good intentions, I am talking about some-
thing upon which we can rely with reasonable certainty—can you
give me an indieation now as to how many aged people on assistance
would suffer a reduction as of January?

Secretary Weinseraer, Well, the largest group, that at this point
will apparently be receiving less money heenuse of the failure of
States to take certain actions is the group of the so-called “essentinl

ersons.” This group consists of persons who are not themselves eligi-
le for SST, but whose presence in the family: is essential to the well-
" being of one who is eligible, That group, as far as we know now, with
respect to State actions that have not yet heen taken, numbers in the
100,000 category. This is to be contrasted with 3,200,000 people who
will receive additional benefits and who would not receive those addi-
tional benefits if any postponement oceurs.

The Crramaran. Well, Mr, Secretary—

Secretary WeiNprrarr. Of course, there is no reason why the es-
sentinl spouses cannot be included in the State supplementary provi-
sions, and many will be. So the figure I am giving is just the outside
total. I'here is no reason at this point to believe that there will be 100,
000 people who will get less than they are getting now, There is every
reason to believe the contrary, and there is ample ability within the
State governments to provide for that,

We are talking about a very few situations in which States saw
some funds free and instead of applying those funds for additionnl
medicnid benefits, applied them for other purposes, Now they are
saying that the Federal Government should allow them to use those
free funds for other purposes and make up some additional medieaid
Lenefits.

The Cnamatan. Well, Mr, Seeretary, what we have before us now
is the law, the way it stands right now.

Secretary WEINBERGER. Yes, sir.

The CrairaraN, But as a person who was in on the act at every stage
from the time the bill reached the Senate, I would say it has some
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unintended consequences, It is not the bill that we would have drafted
if we had known.then what we-Khow now,

Now, just to give you some examples. We started out with an al-
ternative in the Senate that would have paid a lot more than you are
paying in these checks. Wo were going to allow.a larger disregard
of socinl security and other income than finally became law.

Now, the figure that we had was high enough for a cashout of the
f(lmdkammps withount the result of people suffering a reduetion in their
CHeCKS,

After we compromised in conference on a lower figure, we could see
that there was not. going to be enough there to guarantee those people as
much income, in many cases, us they had been rveceiving, and that
is why the grandfather situation became so important,

Now, we see that the grandfather clause does not work out the
way that some of us assumed that it wounld, we see that the food stamp
cashout was not funded in many situations, Recently, now the Senate
has passed u bill that would undertake to restore food stamps to these
pooplu so0 that might solve that part of the problem,

There was another oversight, We failed to take eare of the essen-
tinl pouses problem that we find in the law,

Secrotary Wrinneneer, But that, of course, ean be done under the
.?hmi supplementation, A great many States have already provided

or this, :

The Crarmesran, Now that takes us to the next point, A great num-
her of States felt that the IFederal Gevernment was pro‘msing to take
this program over and add a great number of .dditiona peosﬂe to the
rolls, and hopefully to assure that no one was going to receive a cut.

Now it is only after studying the law that we see where many
rcoplo are going to he reduced. At this point you cannot estimate
1w many and I eannot cither, But in my State, I am informed,
for example, that of about 85,000 on the rolls, about half will get a cut,

Secretary Weinpseraen, Mr. Chairman, if T might point out the de-
tails of that, Touisiana, on an annual basis, will have n net gain of
$30 million, The problem is, as you know, that the Louisiana Legisla-
ture alloeated that money to a different program; and for that reason,
it is not available to bring the people who were benefiting hack up
to the previous payment level,

There is no reagon why they could not have used that $30 million
for that, purpose, Had they done so, they would have been $0 million
nhead, In the case of one or two States that used the freed money for
other purposes, what is being sought is, in effect, another Federal al-
location, Tt is not the law and it is not the administration of the law
that has caused some people to come out, at this Foint, with a possible
lower payment. It is the way in which that particular State decided
to use their surplus funds that is the cause,

The Cuairman, Well, they aren’t the only ones, Mr, Sceretary, I
will get on to that in a few minutes, But I believe you would find
that they are in the majority rather than in the minority.

Taking into account the view, that the Federal Government is going
to take this program over, these States are prepared to let the Federal
Government take it over, and they are going to simply notify their
caseload come December that the Federal Government has moved in
and is taking this program over, The States will continue to do the best
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they can to provide medicaid to people who need it, and I understand ..
that is where they have programed most of the savings that will come
their way. I think a lot of other States have done that, feeling that the
Federal Government has proposed to take the program over, well, fine,
let them take it over, and this proposal that the States should pay into
the Federal Government an amount so that the Federal Government
can then pay it back to the recipients in those States has not met with
uniformly favorable response.

As a matter of fact, n lot of the States tend to view it as revenue
sharing in reverse.

Now, personally, if T had been aware of this last year, if I had known
then what I know now, I would have said that if we only had this
number of dollars to work with, we couldn’t afford to be quite so
generous in adding new people to the rolls at the expense of those who
are alrendy on the rolls. )

Secrotary Wrinnerorr, Welly Mr, Chairman, if T might respond,
there were some people who opposed the bill last fall, But in the ense
of u bill of this magnitude, that calls for this amount of administra-
tive detail and the implementation effort that has gone into it, T think
that we have to pecopt that bill, There are cortainly some changes that
cun be made in it after the full experience is developed, and after we
kaow what all the States are going to do, Some changes might well be
considered, But to fall hack at this point is voughly equivalent, in my
mind, in view of the magnitude of dw task, to the situntion of having
lnunchied all of the invasion hoats and, after they are three-guarters
of the way neross the channel, of suddenly hauling them back and wait-
ing u year, That is cortninly not practieal in view of the degree of
activity and effort that hag gone into this, the length of the track that
we |lu'o down to get this thing started by January as we were directed
to do,

Certainly, there was no misunderstanding on the part of a great
many States, .\ number of States have alveady acted, nnd our figures
show that there ave only three States, at this point, where the legislu-
tures are not presently in session that have not already made deeigions
a8 to which way to go, either to supplement or not, or to put it into
other activities, 1t 18 quite possible that those three States will he
called hack into a short specinl session devoted to this particular prob-
lem if they wish to do so.

There is a problem in Texas because of a constitutional difficulty
there. That is the same problem that existed before the act was passed
and it still exists, and that is a difiienlty, But other than that, there are
only the two States where the Jegislatures are not in session and where
they have not tuken action or do not have the opportunity to tuke
uetion,

The Ciamsax. Well, Mr, Seeretary, we have been trying to find
out on this committee. how many States hinve moved to supplement, an
action you think would be desirable.

seeretary WeiNsereer, We have those figures, sir.

The Cuamaax. Now, here is what our summary shows up to this
yoint, We have had answers from 83 States, Of that number, 13

mve told us that they are planning to supplement. That is about two
out of five States. In three States out of five—
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Secretary WeINsercer. You understand, of course, Mr. Chairman,
that half of them don't need the supplement at all, that the Federal
minimum is higher than what they are now receiving. So that fully
24 or 25 States do not need any supplementation to pay at a higher
level with the Federal minimums,
~ The Cuammyan. Well, you may have a higher payment than those
States pay for basic needs, but there are many cases of special needs,
cases involving the essential spouse where she is below age 65, where
the State pays more than your SSI payment. For someone whose wife
is below age 65, for example, it is not going to help him that the State
pays less to sonmeone else t&mt SSI does.

Sceretary WeiNneraer., But they can be included in——

The Criairmax. He and his wife are getting a big cut in their check.

Secretary WEINBERGER. But the essential spouse under 65 that you
mentioned can be included in the State supplementation, and many
States have decided to supplement, But there has been—-

The Cuamrman, I am not saying the States cannot supplement. I
know they can supplement, Mr. Secretary.

Seeretary WeiNserGer. But the supplementation can be made out of
the savings that result to the State from the Federal assumption, and
that still leaves them in many cases, in most cases, with a net gain just
as it did Louisiana. So that there is no reason to disrupt at this stage
the basic Federal-State partnership aspect of the program that was an
integral part of it last fa{l when it was enacted.

The Cramrman. Well, that is just part of the problem, Mr. Secretary.
We give the impression that the partnership is over with, that the
Federal Governiment is going to take this program over and pay for
it and. having done that, we say, well, a lot of people would receive a
reduction, and so to avoid that, we will cah upon the States to
sutplemont.

Now it would seem to me, rather than try to call upon 50 States
to supplement, it would be better at this point for the Federal Gov-
ernment simply to find a way to take care of the difference.

Seeretary WeiNsereer. Well, the difference, Mr. Chairman, is a
difference that involves complete abandonment of any partnership
aspect. The term “supplement” should not be understood as meaning
that States will be paying more than they have paid before. In all but
a very, very few instances the State supplementation can be nade
within the savings that occur to States and accrue to States through
the assumption of the basic payment by the Federal Government. The
only States that are vequired to spend a bit more than they did in
previous years would be States that have made substantial benefit in-
ereases in the ealendar year 1973 or 1974, they have had full notice
since October 1972, and, through the conferences that I described in

my statement. the full opportunity to become aware of the problems

involved and the courses of action that they would have to take,

The Camax. Now, let’s consider those States that are trying to
eare for all of those who are under the SSI program with medical care
under the medicaid program. Would not most of them be needing
most if not all of the savings that are available to them as a result of
the SSI program in order to extend the medicaid to those people.
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Seeretary WeiNsereer. That is clearly not correct, Mr. Chairman.
Myr. Carlucei has with him some tables on that question.

Mr. CarLucct. We can go down the list of States, Mr. Chairman,
but, by and large, the majority of States can insure that no one is dis-
advantaged either under the basic program or, indeed, in their med-
icaid if they utilized the freed up State money to enlarge the medicaid
benefits, We have, in our letter that went out to Governors, specifically
given States a great deal of flexibility in the medicaid area so that they
do not need to over-extend their financial resources if they do not
choose to do so.

The C'iratryan, Are you telling me that the money is available, in 50 .
States or even a majority of them, to extend medicaid benefits to all
these beneficiaries newly made eligible for payments under the SSI
program? In my State that is a doubling of the number of people on
the rolls. If that is the case of the average State across the country, are
vou here to tell me that the savings that the Sates receive are adequate
to extend medicaid benefits to all the aged, blind, and disabled that ave
already on the rolls, plus the new ones?

Mr. Cartucer Two points: first, under the flexibility we have given
them, they do not have to extend the medicaid benefits.

The Cramrman, T understand that, but assuming they do extend the
henetits, ghat is the question now.

Mr. Cartvecern But assuming they do, we still estimate that the vast
majority of States will have sufficient freed up funds to make sure that
the beneficiaries are covered under medicaid.

The Cramyrax. Al right, now assuming they do that, assuming
then that they extend medicaid to all these people newly made eligible
under the SSI program, how much does that then leave them to pay
these grandfather benefits to the people who otherwise would have a
reduction in their welfare checks?

Mr. Carrvcer. We are assuming, in making these caleulations, that
no one would be disadvantaged.

Secretary WeINBeRGER, There would not be any people to be grand-
fathered under the conditions Mr, Carlucei has just mentioned, Mr.
Chairman. because there would be enough money left in the vast ma-
jority of States to do that. New York and California ave probably
the two that will have to make some additional net outlays because of
the additional benefits they have voted in the past year.

But in the vast majority of States, this will not be required, and
there would be nobody to be grandfathered because, by definition,
everyone will be covered at the same or higher rate.

The Cramaran. Well now——

Seceretary WeiNsercer, If the States wished to do so. That is the

oint.
P The C'iarrarax.. Well now, would you provide me with what is going
to vost in 50 States and the Distriet of 2‘olnml)iu. to extend medicaid
benefits to these people newly made eligible for this program; and.
then having done that, how much would it cost these States to provide
these grandfather supplements to all the people who otherwise would
suffer reduction on the rolls?

We would like to have your estimates; would you supply that 7*

*At presstime, June 22, 1073, the material requested had not been recelved,

97559788
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Mr. Caruuccr. Mr. Chairman, two premises. One, we estimate in
terms of maki.n%‘l certain that no one presently receiving benefits is
disadvantaged, the States, by and large, with a couple of exceptions,
will have sufficient freed up resources.

The second premise which you are addressing is new, and that in-
volves extending medicaid benefits to a completely new group. There
we do not have detailed figures, but there are still sufficient amounts of
money that have been freed up that the States could use to extend
medicaid benefits should th;»y choose.

Secretary WEINBERGER. You keep going back to the Louisiana case,
Mr. Chairman, and I want to point out, for no other purpose other than
that it is quite illustrative, that there the State gets a net saving of
$30 million. Had that been used to make everﬁbody covered, the State
would still have come out $9 million ahead. But what Louisiana did
was take that $30 million and apply the whole amount to another pro-
gram in the State. So now it is said that Louisiana needs $9 million
to make up the amount that it would otherwise have cost. The question
is should the Federal Government pay that along with the $30 million
Louisiana used for another purpose last fall.

The Cuairman., Would that $9 million have been enough to have
extended medicaid benefits to all the beneficiaries newly made avail-
able under your SSI program ¢ .

Secretary WEINBERGER. That is my understanding.

Mr, Caruuccr No, I don’t think 1t would have been sufficient to ex-
tend medicaid to all the newly eligible people in the State of Louisiana.

The Criairyran. That is my question. ‘

Mr. Carruccr. That is your guestion.

It would have required additional money. But once again you are
contemplating an extension of benefits and you are not talking about
holding people harmless. You are talking about extending mediraid
to an additienal popalation that is not covered.

The Craraax. That is just the point. I know that you cannot spend
the same dollar twice, that is, you can’t have your cake and eat it. too.
When you spend a dollar it is gone, and that is the point I am askin
about. It seems to me, that States could logically have been expecte
to take the money that they would think would be saved to them by
Iederal take-over of the program, and to reprogram this money into
other phases of their welfare program.

Secretary WreinBenreer. I guess our dispute is with your statement.

The Crzairyman. Medicaid in particular. -

Seceretary WEINBERGER. I think the State could logically be expected
to understand the situation because many States did understand it the
other way, Mr. Chairman. There should not have been any misunder-
standing of the legislation as it emerged from the Congress. Enact-
ment was a long, complicated process, but it was enacted, and it was
explained on the floor. We have been implementing it_ever since in the
way in which it was enacted.

The Cuamraan. Well, these misunderstandings do occur, Mr, Sec-
retary. It is not something new.

There is plenty of misunderstanding in the social services area, and
also plenty of room for misunderstanding in this program. We want
to sce what can be done about these misunderstandings.
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I have monopolized the time to try to get certain things straight in
my mind, and I will call upon Senator Bennett next.

Senator Benxert. Thank you.

I have a completely different understanding of what we were doing
than the chairman did because, in the course of the committee dis-
cussions, we were constantly focusing in on the idea that we wanted a
basic, uniform Federal welfare benefit that in most cases would be
higher than the benefits being paid under the old program, and that
basic uniform Federal benefit was to be the same across the United
States, but we would leave the States the privilege of supplementing
that benefit if in their States the amount that the welfare recipients
had been receiving was higher than the uniform Federal benefit.

Secretary WriNBERGER. That was our understanding, Senator,

Senator Bennerr. That was my understanding very, very clearly,
and that is where we have come out.

Now the question is: In a State where either some of its beneficiaries
or for all of its beneficiaries are paid more than the figure of the uni-
form Federal benefit, does the Federal Government have the obligation
to pay that money to those people in that State and thus destroy, in my
opinion, the equal Federal treatment of all recipients?

It seems to me that the Federal Government, as the Federal Govern-
ment, has no right to use the taxpayers’ money and pay more to a wel-
fare recipient in Louisiana or New York than 1t pays to my constituents
in Utah. T would object very strongly, and I think we all understood
that when this thing was done.

Now what we are arguing about is the fact that, apparently in some
States, the State officials have decided that they wi?lptake the money
that they had been relieved of, $180 per beneficiary for a single case
n]nd $195 for a family. They believe all of that money is available to
them,

Now that the amount of supplement above those levels is, I would
sy, in most cases except one or two, much less than what they were
paying before.

Do we have an obligation, as the Federal Government, to allow
them to decide how much supplement their people are going to get
above the minimum and then impose on us the obligation to pay it?
If you accept that principle we are going to see another run-away pro-
gram to increase benefits State against State, and then pressure on us
to fund the decisions that they make in which we have no part.

Now, we may have made some mistakes in our definition, in our
basis of eligibility, and this “essential persons” thing may be one
of those, and I would prefer to correct it as a correction in the defini-
tion rather than to establish a principle that any State has the right
to have an open drawer on the I'ederal Government because it has the
right to decide what additional benefits its people are going to get.

I think we cannot legislate except on the theory that as far as the
Federal Government is concerned every welfare beneficiary is going to
get the same amount.

Now, if in time we want to change the figures, if $130 and $195 are
not enough, let’s talk about that.

But when we do it, let’s talk about it for every welfare beneficiary
in the United States, not just for a selected group of people who, on the
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basis of the decision of State welfare directors, either got more than
the other beneficiaries in that State or their State got more than the
amount of the Federal floor.

At the time this was done, welfare directors were delighted to have
this big burden taken off them, and I think we should leave it that
way.

I think we are walking into a bigger trap than we are trying to get
out of, if we set a precedent that the States can demand full Federal
funding on uneven bases in different States and for different people.
So this thing worries me from that point of view.

Now, each State has the right, having some funds freed up, to decide
whether it is going to continue these supplements or whether it is going
to use the funds for something else, But I think the States should face
the fact that it is the State's decision and not the Federal Government's
decision that alloeates those funds, and T don't think the States have
a right to come back at us and say, “Well, we have decided that these
people who got $150 a month instead of $130 before you came along
should still have %150, We are going to take the $130 we used to pay
them that you now pay and we are going to do something else with
that. we will build houses or roads or we will put it into a children’s
program or a drug program, we are going to be free to do anything we
want with it, but you have got to put up that additional $20 for these
people in our State.” and thus create an uneven balance among welfare
recipients,

I think the only basis the Federal Government can proceed on is
equal funding for people who qualify everywhere in the United States,
That is not a question. It is a long speech, Mr, Chairman.

I think we are also heading into another little bit of conflict. The
staff has prepared, and we have here, a list of States indicating those
that will supplement and those that have not decided. ITas the Depart-
ment a similar list ?

Mr. Carrveer. Well, we do not have a list in precisely this form, but
we have been in communication with all of the States, and we would
be glad to put into the record our understanding of what the situa-
tion is.

Senator Bexxerr. T would like to see a list, State by State, if it is
possible, showing the amount by which the States are going to supple-
ment. not just whether or not they will supplement.

Mr. Carrveer. Well, some of those decisions, of course, Senator
Bennett. have not been made but. we will be glad to put into the record
all the information that we have presently available to us.*

The committee understands, of course, that the States have not, until
very recently. had the necessary decision from HEW on what the
adjusted payment level would be, what variations wounld he allowed
under Federal administration to allow them to make firm decisions.
Now they have this information under cover of a letter from the See-
retary, and every indication that we have is that they are moving
very vigorously to act on this information.

Senator Bex~err. Let me ask you another question. The chairman
has made the 1-0int that, as a result of this new Federal assumption,
the number of welfare recipients in his State have approximately

*At presstime, June 22, 1973, the material requested had not been received.
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doubled. I am not—I do not care about the exact figure, is it approxi-
mately double, Mr. Chairman ¢

The Cratrman. About that. Not quite that, but about——

Mzr. Carrucer. We estimate from 133,000 to 223,000.

Senator Ben~ert. That is an increase of about 60 percent.

The Ciamryan. About 70 percent, more like 70.

Senator BenNerr. So the total money going into the welfare sys-
tem for the benefit of the aged, blind, and disabled in that State is
going to be 60, roughly 60 percent higher, is it not ?

Mr. Carcuccer. That is right, and we estimate there will be some $16
million in new money going to the State of Louisiana, That is new
money to cover those people.

Senator Bex~err. The State does not have to supplement it. It goes
there.

Mr, Carruccer, It goes there,

Senator Ben~err. And some of those benefits are provided for
people who got no benefits under the old program.

Mvr., Carruccr. That is correct.

Senator Benyerr. And that State realized $30 million in free funds.

My, Carvveer, We estimate that the amount of freed up money in
the State of Louisiana would be $:29.6 million. to he precise.

Senator Ben~err., Why do you reduce that to $9 million; what hap-
penced to the other 217

Mr, Carrucen, We would assume that some %6 million would be used
to cover present recipients of medieaid, That would be in addition to
Federal money, There is an additional 9 million which would be used
to take care of what we eall State complement. This would cover essen-
tial persons, and that then reduces it by $14 million. So then we ave
talking about a gain of somewhere in the neighborhood of $17 million
for the State of Louisiana, a net gain if they were to cover present
recipients,

Senator Bexyerr, And. as T understand your testimony. vou esti-
mate that if they maintain the benefits above the Federal level, to those
people who are receiving them, that the $9 million would more than
cover the costs,

Mr. Carrvcer. Well, we could cover the cost, and the State of Louisi-
ana wounld have a net savings of some $9 million.

Now, to go back to the chairman’s point, T think we ought to
acknowledge that that %9 million would not be sufficient to add new
recipients to the medicaid rolls. But there was no intent in the logis-
Iation to grandfather in or to extend these kinds of medicaid benefits.
We have allowed the States, as stated in the letter the Secretary sent
out, flexibility to-inclnde medieaid recipients. They could apply some
of that $9 million to that.

Senator Bex~rerr., Let me ask again, and T am trying to get this
straight in my own mind, is it your assumption then that the roughly
£20 million will cover all the costs and hold the present welfare re-
cipients at the present level ?

Secretary WeiNBeRGER. Yes, that is right.

Senator Bexxrerr, Without any new law, and they would still have
$9 million left over?
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Secretary WeINBercer. $9 million left over. If they wished to extend
benefits, they could use that $9 million for the extension of benefits or
for other purposes.

Senator, as you know, this is not a grandfathering process we are
talking about. This is a problem of the Federal Governmeny under-
writing the extension of benefits for one State, as you pointed out.

Senator BENNETT. That is right.

Mr, Carrucer I think it should pointed out also, if they choose to
use that $9 million to extend medicaid benefits, the Federal Govern-
ment also participates in the funding of the medicaid program.

Senator Bennerr. How much additional money would the Federal
Government put up aﬁainst that $9 million ¢

Mzr. Carnvcer. Well, usually 70 percent in Louisiana, So we would
provide 70 percent should they choose to use that money to extend
medicaid coverage.

Senator BENNETT. You say the State puts up 28 percent and the
Federal Government puts up 72?

Mr. Carruccr. That is correct for medicaid in Louisiana,

Senator BENNETT. So the $9 million could draw against the Federal
Government for about $27 million.

Myr. Carvuccr. That is approximately right, yes, sir.

Senator BenNerr. Now would that cover the costs of extending
medicaid, that is $36 million ¢

Secretary WeiNseraer, That would cover the cost of extension of
medicaid benefits in the amount of $9 million.

Mr. Carrucor. We estimate that Louisiana now spends about $18
million in State funds for all adults in medicaid, so it would not quite
cover it.

Senator BENNETT. I see. If you double the number of people or ap-
proximately double the number of people and gave them the same ben-
efits, vou would have to have a total of something like $18 million and
you have got $9 million.

Mr. Carruccr. That is approximately correct, yes, sir.

Secretary WEINBERGER, But that assumes an extension of benefits.

Senator BExNETT, Yes, I understand.

The CrarMAN. Let’s just understand what we are talking about
here so we understand this problem. If the Federal Government were
privileged to spend the money which the State is no longer putbinﬁ
in for a matchin 1pro ram, and if the Federal Government coul
spend that on behalf of the State the way the Federal Government
would like to spend it for a particular program, the probabilities are
that they could meet most of this problem. Let’s understand that you
are presuming at the Federal level to tell the States how they are going
to gpend their money. ) . .

ecretary WEINBERGER. No, sir, we are not. It is exactly the opposite.

The Cuamatan. Well, you are saying that if the States would
sEend the money the way that you would believe to be desirable for
this purpose, then they could keep these people from having a
reduction.

Secretary WeINBERGER, No, sir, we make no value judgments at all,
What we say is that if a State, on its own initiative, decides to spend
their freed money for something else, that is a State decision. But that

“should not carry with it an automatic guarantee that the Federal Gov-
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ernment will make up the cost of what the State might have done, but
-decided not to do. )

The Cramman. Well, the point that I have in mind is that the peo-
ple around this country, including a lot of State administrators, a lot
of Senators, and a lot of Congressmen, have been given the impression
that the Federal Government is fq:oing to move in here with a broader

rogram. When we voted on a bill last year, we were led to believe, and

fknow I was one of those who had the impression, that the people
now on the rolls were not going to get a cut ; that the Federal Govern-
ment was moving in here and was ﬁpmg to spend, according to your
own figures, another $2.2 billion in this area——

Secretary WEINBERGER. We are.

The CrAlrMAN [continuing]. And the people on the rolls were not
going to be cut. At least I certainly had that impression. T hoped they
were going to get an increase, by the time all things were considered.
And a lot of additional people were going to be added to the rolls and
the States were going to have a lot of money freed up, a lot of which
could be expected to go into medicaid for people who deserve it, but
were not then getting it. Now, instead of that. we are in the prospect
of having about a million people take a cut which will just lead to the
Federal Government blaming the States and the States blaming the
Federal Government, But as regards the man or woman who got a cut,
it is not going to do them any good, with the cost of living going up,
to have their check cut while everyi)ody was blaming somebody else.

Secretary WrINBrraer. Mr. Chairman, I don’t like—— -~

The Crarryan, What T would like to see is that that doesn’t hap-
pen in the first place. .

Necretary WriNsereer, Mr. Chairman, T don’t like to interrupt, but
there is no possibility that a million people will take a cut under any
possible variation of this program. I, for the life of me, don’t under-
stand how the misapprehension or the incorrect impression developed.
Certainly no one in our Department put out any incorrect version of
the bill, and certainly the people who enacted it, and the great major-
ity of the States, with whom we are in contact, by their very actions
have demonstrated that they understood it. There is no suggestion
that anyone need be required by any Federal action whatever to take

any loss, There are a small number of people who, if there is State
inaction or State diversion of some of the freed funds to other pro-
grams, may receive less medicaid benefits. But there is no suggestion
that it is anywhere near a million people, and there is no suggestion
that it need happen at all if the few States involved will take the
actions that a great many States have taken.

We do not say they have to. If they wish to use it for other programs,
that is their decision. But the dollars are there, so that they need not
require any additional outlay. In many cases, they will have a net
savings. Only in a very few cases will there be an additional net outlay,

and those are primarily in New York and California.

‘The Cramaan. Well, it is my understanding that HEW has not
‘;‘{"X“n\ ‘irssued regulations yet on the SSI program, and that a major

Secretary WEINBERGER. We have advised all of the Governors and
all of the State social welfare directors of the details of the program.
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We did it within a very few days of the time we acquired the necessary
information from the States.

That is one of the reasons. one of the strong arguments, for not post-
poning this thing further. It takes a long time to get accurate infor-
mation from each of the jurisdictions involved. As soon as we have
that, we put out the letters. You have a letter, I think, before yvou,
this one happens to be addressed to Governor Mandel, but that is just
for illustrative purposes. It is dated May 25 and it went out to all
the Governors at that same time. Prior to that time we had had very
thorough discussions with the States and with the (Governors and their
representatives. So there was no misunderstanding and indeed the
Louisiana action that T mentioned earlier took place many months ago.

The Crairman, Well, my understanding is that——

Secretary WeInBercer. We would like at this point since there is a
reporter to enter this information into the record.

The letter referred to follows:]

THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE,
Washington, D.C., May 25, 1978,
Hon, MARVIN MANDEL,
Governor of Maryland,
Annapolis, Md.

DeAR GOVERNOR MANDEL: On January 1, 1974, the new Supplemental Security
Income Program created by P.L. 92-603 will go into effect. Under this program
the Federal Government will administer a direct payment to the aged, blind, and
disabled poor. The law provides that States may supplement the basic Federal
payment. The law also provides that the States may elect, under certain cone
ditions, to have the Federal Government administer their supplement. For those
States that choose Federal administration there is a “hold harmless” provision
to protect against increased costs resulting from larger caseloads,

The purpose of this letter is to inform you of certain of our basic views relat-
ing to the “hold harmless” level, to Medicaid eligibility, and to IFederal adminis-
tration of State supplements. Detailed regulations will he published for comment,
but I want you to know about our thinking now because the basie policy is im-
portant in determining your State’s budget, and in developing any plans you
may have to supplement the Federal payment. -

An elaboration of our views is in enclosures to this letter. Although some of
the decisions may not be relevant to your State, I have included them so that
you may have a comprehensive view of the process. In sum, our thinking is:

1. Adjusted Payment Level.—The Adjusted Payment Level will be set at an
average of the State's money payments to individuals without any income on
January 1, 1972, for basic needs, special needs, and, at State option, domiciliary
care. Imputed income will be conkidered as income under the law so that reduced-
grants made to persons with imputed income will not bring down the average,

2. Variations in State Supplement.—Where States chooxe Federal administra~
tion of the supplement, States will have the following choices:

A. Geographic—States may vary payments between two geographic areas.
Where the State ean demonstrate a need to have a third geographic varia-
tion, it will be permitted but three is an overall limit.

B. Living Arrangements.—States may vary payments to persons in five
different living arrangements, such as living alone, with an ineligible spouse,

“or in certain types of care facllities (e.g., a nursing home).

8. Medicaid,—The law provides a number of important options on Medieaid
eligibility. Our interpretations of these provisions will allow maxitmum flexibil-
ity so that States can exereise control over Medicaid costs and easgeload Increases.

On the general fssue of State fexibility, the law and its legislative history
enable me to agree to variations affecting the State Supplemental pnyments {f
I can do so without materially increasing costs of administration and if the
variation is consistent with the objectives of the program and its eficient ad-
ministration. I believe that these interpretations provide for State flexibility in
a way which i consistent with legislative intent.
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As I am sure you are aware, the implementation of this Act is a very large ad-
ministrative undertaking, perhaps the largest civillan operation the Federal
Government has undertaken since Medicare. Our principal responsibility must
be to insure an orderly transition which will enable us to get payments to recipi-
ents on time. Hence, we must set a reasonable limit on varlations consistent
with ,oulr 9’;a;)illty to initiate the SSI program effectively and efficiently by Jan-
uary 1, .

If States find that the variations we have allowed do not meet their immediate
requirements they ean, of course, administer their own supplement initially.
After the program is underway we.will probably be able to allow additional
variations, at which time additional States might wish to opt for Federal ad-
ministration of their supplement,

It 18 most important that we work out as soon as possible mutually agreeable
implementation plans. I have asked my Reglonal Director to contact your office
as-s00n. 88 possible to arrange for whatever discussion or staff assistance would
be hetpfial: If you plan to choose Federal administration of your supplement we
will-neet:fo know by no later than August 1 what variations your State would
like to include in its supplementation program. After you and your staff have
had adequate opportunity to consider these matters and we have arrived at an
implementation plan that meets both Federal and State concerns, I believe it
will be desirable to work out a mutual program of public communication,

I deeply appreciate your cooperation and the invaluable support of your staff in
moving forward the implementation of P.L. $2-608. The conversion process, I am
happy to report, is ahead of schedule primarily because of the cooperate efforts
of Federal, State, and local employees. I look forward to continuing our close
working relationship in the future, Bullding upon the experience and dedication
of State and local employees, we will, together, meet the requirements of the
law and begin the Federal program on January 1, 1974,

S{ncerely,
CAsPER W. WEINBERGER,
Secretary.

Poricy REGARDING STATE SUPPLEMENTATION
BACKGROUND

On January 1, 1974, the new supplemental security income program as provided
under P.L. 92-603 will go into effect. This program, administered by the Social
Security Administration, will replace the present public assistance programs for
the aged, blind, and disabled. Covered under the new program will be most per-
sons recelving assistance plus many persons newly eligible under the provisions
of the Federal program.

The new program provides up to$130 per month for individuals and up to $195
for couples, These payment levels are higher than are being paid in many States
today. However, while many new persons will be made eligible for assistance
under the new program, in a number of States payments to present recipients
are higher than provided under the Federal program. The law provides for
optional supplementation by the States which can be administered either by the
State, or, if certain requirements are met, by the Social Security Administration.

Kach State has a number of options to exercise with respect to supplementing
the Federal henefits. The first option is to not supplement at all. This option, as
a practical matter, will probably be exercised only by those States where pay-
ments under present programs are less than under the federailzed program,

A second option is to have a supplement administered by the State and/or
local jurlsdietions. A state administered payment does not have to meet Federal
rules, but the States must ahsorb the full cost of providing the supplement,

Regardless of whether a State pays present reciplents at a level above 130/
$195, an election for Federal administration of a supplement can be made, as long
ns Federal requirements are met. For States making payments above the $130/
$195 level, protection against increased costs because of the expanded caseload
is provided through what is called the “hold harmless” provision which is
covered in Section 401 of the law.

The hold harmless provision

If the supplement is Federally administered, the amount of a State's liability
for any fiscal year will not exceed the non-Federal share of assistance expendi-

97-550—73——4
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tures for the aged, blind, and disabled programs as paid in calendar 1972. How-
ever, this protection applies only to supplemental payments which on an average
do not exceed a State’s “adjusted payment level.”

The adjusted payment level ig made up of three elements, the key element being
the January 1972 “money payment.” The other two items. are the “payment level
modification,” available to States that were not paying the full need standard in
January 1972, and the food stamp bonus that would have applied to the money
payment in January 1972. The money payment will be calculated as the average
money payment made in January 1972 to individuals within each category, in-
cluding: (a) the basic needs and miscellaneous special needs (excluding domicili-
ary care payments, personal needs payments to recipients in nursing homes, and
essential person payments) for individuals living alone with no other, income, or
(b) the average of payments within each category made for basic needs, miscel-
laneous special needs (excluding nursing home personal needs payments and
essential person payments) and domiciliary care payments to individuals with no
other income. : . ‘ o

''he computation can apply to the aged, blind, and disabled categories combined
in States having a title XVI program or can-be computed for each category for
those States having separate programs for the aged, blind, and disabled, Thus,
different adjusted payment levels may be established for the aged, biind, and dis-
abled individuals, and different adjusted payment levels tor the nged, blind. and
disabled couples. . .

Payment level modification

Payment level modification permits States at their option to make an upward
adjustment in the January 1972 payment level for purposes of hold harmless pro-
vision, A payment level modification is the amount by which a State could have
increased its payments to individuals without income by reducing the need stund-
ard and raising the payments so that the increased payments equaled 100 percent
of need, without increasing the non-Federal share of expenditures under titles I,
X, XIV, or XVI for calendar year 1972, '

Bonusg value of food stamps

States at their option may also make an upward adjustment in the payment
level to take into account the bonus value of food stamps. This provision applies
whether or not a State actually participated in the Federal food stamp program.
The bonus value Is determined for each category by taking the face value of the
coupon allotment which would have been provided to an individual.or couple for
January 1972, and subtracting the charge such an individual or couple would
have paid for the coupon allotment if their income was equal to the State's Janu-
ary 1972 money payment including any payment level modification.

Fleaibility of federally administered supplementation

The Secretary will enter into an agreement with a State to administer supple-
mental payments that can vary according to certain specifled circumstances. A
State, at its option, may have two supplemental payment amounts to take into
consideration—geographic variations in the cost of living as long as the geo-
graphic areas for each can be identified by county or zip code. If speclal justifi-
cation can be shown, a third geographical variation might be allowed.

A State may also have up to five different payment levels to fit different living
arrangements, living alone; living with an ineligible spouse, or living in certain
types of care facilities (e.g., nursing home).

The law provides that a State may, in addition to the income exemption set
by the new law, provide exemptions of other types and amounts of income and
may also impose a residency requirement for the supplemental payment,

Interrelationship of the adjusted payment level and variations in supplementation

Variation in supplementation payment levels can be reconciled with fiscal
protection afforded by the “hold harmless” provisions by allowing a credit for the
payments below the adjusted payment level to apply toward the payments above
the level. To the extent that payments ahove the adjusted payment level do not
exceed the amount that payments are reduced below the adjusted level, all pay-
ments would apply toward the hold harmless.

Statce lien and rclative responsibility laws

Where a State opts for Federal administration of the SSI supplement we
believe there would be a significant legal problem if such a State intended to
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impose lien and/or relative responsibility laws to the supplement. In light of the
legal complications States have the option of avoiding complications by admin.
istering their own supplements.

If, however, a State still wants Federal administration of its supplement and
intends to- tmpose such law we will agree to administer the supplement, if (a)
thé Federal Government is not involved in the administration of the laws—will
not vary check amounts, and (b) no Federal money is subject to such laws, that
is, no part of the basic $180 nor any part of the State supplement financed by
hold harmless funds, and (c) our General Counsel determines that such laws
and thelr enforcement are consistent with the SSI program purpose of providing
unencumbered cash payments to reciplents, , o

" ConpITIUNS OF MEDIOAID ELIGIBILTY FOR THE AaEp, BLIND, AND DISABLED

The Social Security Amendments of 1972 result in significant changes in the
conditions of Medicaid eligibility for aged, blind and disabled persons, o

‘Under the current program, a State must provide Medicaid t6 all recipients of
cash assistance. In addition, they have the option to cover:

(a) persons eligible for cash assistance who are not actually receiving
a payment, or persons who would receive a payment except that they are a
resident in a medical institution; | :

(b) persons who would be eligible for cash assistance except for the level
of their income and resources (the medically needy). :

These options remain open to a State, They may provide Medicaid coverage to
all persons receiving an 8SI payment and, subject to some conditions, to persons .
recelving a State supplementary payment. They may cover other optional groups
such as the medically needy. However, a State also now has a new option to re-
strict coverage.

When the Supplemental Security Income program goes into effect on January
1, 1974, a State will no longer be required to cover all recipients of cash assist-
ance. Although they may cover all SSI recipients, alternatively, coverage for the
aged, blind and dizabled may be limited by applying any eligibility factor from
the January 1, 1972 medical assistance standard which is more restrictive than
the conditions of eligibility established for SSI. A State which limits coverage in
this way must, however, for those aged, blind and disabled with incomes above
the 1872 standard, deduct medical expenses from income in determining eligi-
bility ; this is required in the law. Beyond this requirement, however, States will
be allowed maximum flexibility in applying more restrictive eligibility standards
to limit coverage, whether that restriction results from a lower income standard,
less generous income disregards, a lower resource standard, a more restrictive
definition of disability, or any other limiting factor in the January 1, 1972 medical
assistance standard. A State will have the option of returning to any one or more
of the factors in their 1972 standard which result in a limitation of coverage:
that is, they may return to factors in their standard selectively. Further, they
may set their standard for Medicaid eligibility at any point between the more
restrictive 1972 level and the standards of eligibility of SSI, The State may re-
turn to this 1972 standard only for the disabled, or only for the blind, or only for
the aged, or for all of these classifications of recipients, They will be required to
deduct medical expenses from income in determining eligibility only for the
classification of recipients for which they are limiting coverage.

Although a State may limit coverage by applying any restrictive 1972 criterla,
States are also limited in how far they can extend coverage, Federal matching
for Medieald will be available only for services to persons who can qualify for
the title XVI program, or who could qualify except for their income and resources.
That is, a person must be aged, blind or disabled as defined in title XVI to be
eligible for Medicaid. Individuals who are grandfathered into the SSI program
will be treated as 88I eligibles for purposes of Medicald, However, persons who
cannot qualify under the SSI definitions, and who are not grandfathered into
the cash program, will no longer be Medicaid eligible even if they currently ve-
celve Medicald services. Certain disabled persons who may qualify under a cur-
rent State definition of disability but not under the SSI definition, and who do
not receive cash payment because they are in a medieal institution or medically
needy, will lose their Medicaid coverage. Essential persons who are not eligible
for SSI will also lose eligibility for Medicaid since title XVI does not recognize
an ineligible spouse for purposes of determining the amount of the SSI benefit,
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With these exceptions, however, most persons currently eligible for Medicald can
continue to be eligible if the State wishes to continue coverage, and designs its
program accordingly.

No State will be required to provide Medicald to persons who are not receiving
a Federal SSI payment. States may at their option, however, provide Medicaid
to persons receiving a State supplementary payment. Federal matching will be
available for such coverage provi :

(a) the person is aged, blind, or disabled as defined in title XVI;

() the supplementary payment is regular, in cash and based on need;

(c) the supplementary payment is made to some reasonable classification
of persons;

(d) the payment meets the full standard of eligibility for the supplement,
and that standard does not exceed 1381 percent of the adjusted payment
level provided for under title XVI.

The fallowing constitute reasonable classifications for this purpose: the blind,
the disabled, the aged, persons in institutions (both medical and domieiliary),
persons recelving a cash payment as of a given date, persons who would he eligible
for cash payment under the standard of payment as of a given date, or any com-
bination of these groups. The Department may establish additional classifications.
If the State opts to provide Medicald coverage, persons recelving a supplementary
payment under these conditions would be eligible for Medicaid on the same basis
as any person recelving a Federal SSI payment providing coverage to them
would not require the existence of a program for the medically needy. Federally-
matched Medicaid would be available regardless of whether the supplementary
payment is administered by the State or by the Federal Government.

If a State provides Medicaid to everyone receiving an SSI payment, the Fed-
eral Government will agree to determine Medicald eligibility for those persons,
if the State requests that it do so. The State must continue to determine Medicaid
eligibility for-any optional groups that are covered under Medicaid, however,
such as persons in Institutions not receiving an SSI payment, persons receiving
a State-administered suplementary payment, or the medically needy. In addition,
if a State chooses to limit Medicaid coverage by returning to any restrictive
factor from its 1972 medical asisstance stundard, the State would be responsible
for these Medicaid eligibility determinations. A more detailed statement of the
conditions under which the Federal Government will determine Medicaid eligi-
bility will be available shortly.

The changes discussed above do not alter the conditions of Medicaid eligibility
for families with dependent children, or the limitation on the medical assistance
level for the medically needy to 13314 percent of the A¥FDC payment for purposes
of Federal matching,

The Cuatraraxn. Louisiana’s letter on State supplementation was
issued a few weeks ago. T think you said in May. in the form of a letter
to the Governors, At that point, many of the State legislatures had
already gone home.

Secretary Weinnereer. Well, we have a complete list of State legis-
latures indicating whether they are in session,

The Cramyax, ANl T want to see is that come next January, we are
not going to have a lot of people taking a cut rather than receiving an
inerease while a lot of new people are being added to the rolls, and
then -have the Federal Government blame the States and the States
Dblame the Federal Government. We have between now and January
hopefully to see to it that we are not going to have a lot of people
gotting the worst of it.

Now it came ax a surprise to me to find out that out of about 85,000
people on the rols in Louisiana, about half of them were in prospect
of receiving a reduction. T hope that is not the case in other States.

Secrotary Wernseroer. This is only because Louisiana decided to
use the newly available freed money for other purposes.

The CriairmaN. You are blaming them, and they will blame you,
They will say the Federal Government came in here and said, “We
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-

are taking over. If you have a medicaid problem, come see us, we are
handling that program.”

Secretary Weinserarr. No one else understood, Mr. Chairman, that
I know of, that the Federal Government was going to take over the
entire costs of the entire program plus all the new additional people
who were made eligible. What the Federal Government was going to
do is rather clearly spelled out, and the Federal Government is em-
barked on a path that will fulfill that to the letter. I am not blaming
Louisiana. I am simply saying Louisiana had the option, and they
chose to act in a different way.

The CHairMAN. You are not going to find this problem in Louisinna
alone, Mr, Secretary, but the others can testify to that.

Senator Ribicoff.,

Senator Risrcorr. T am just wondering, Mr. Secretary. as you are
listening to Senators Long and Bennett and answering their questions
from a different point of view, does it occur to you that maybe the
patchwork approach to welfare and social security is bound to lead to
these misunderstandings?

Secretary Wrinsereer, Well, I do not think it is bound (o lead to
misunderstandings, Senator, but it is not an easy program. Neverthe-
less, the action that was tuken last fall was a coherent action, an action
that was comprehensive with respect to the adult categories. and the

urpose of it, as I understood it, was exactly as Senator Bennett suid.

t was to substitute a program of uniform Federal administration up
to a certain payment level minimum. and the States were perfectly free
to make additions to that thereafter if they wished. and many States
have. I have the letter from Governor Meshill here that indicates that
they have taken the action necessary to insure that tlere will he fund-
ing for all the recipients at the prior level. So that is the necessary
State action, and that has been taken. That has been taken in a great
many States.

Senator Risrcorr. You see. vou do have the differences and my guess
is—or may T ask vou the question. are there more States in the posi-
tion of Louisiana than there are in the position of Utah ¢

Secretary WErINBERGER. No. sir,

Senator Risicorr. Utah represents a minorit y.

Secretary WeINBERGER. A very small minority. ves, sir,

Senator Risrcorr. Now, I have your May 22 hulletin, No. 073-11701
in which you point out that out of the f million people coming under
SSI. 71 percent are social security beneficiaries.

Secretary Weinsereer. 1 do not have the bulletin that you have be-
fore you.

Senator Risicorr. You might have it, it is a research and statistics
note dated May 22, 1973,

Secretary WrINBErGER. Published by ¢

Senator Risicorr. By HEW.

Secretary WEINBERGER. I do not have that particular one before me.

Senator Ripicorr. In the summary it says:

Estimated proportion of SSI eligibles who are also Social Security beneficlaries

varies depending on marital status and living arrangements. Generally an esti-
mated 71 percent will be beneflciaries,

I just read out from the bulletin.
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When social security was enucted it was assumed over a period of
years social security would be able to take care of the aged so we would
eventually entirely eliminate the need for the aged to be on welfare.

Now we have social security with its escalator clause raising bene-
fits by January 1. 1975, and when you had a 3 percent increase in the
consumer price index that would automatically trigger a raise in social
security benefits.

Now, in the last year the Consumer Price Index rose over 5 percent,
go the social security beneficiaries are caught in a real tough squecze.
If we raise the social security payments in accordance with the esea-
lator as of January 1. 197+, would we be able to remedy some of the
problems that Senator Long finds with his constituents in Louisiana?

Sceretary Wrinseraer, Well, T have to disagree with one or two
of the assumptions you made. The social security benefits have gone
up 52 percent in just over the last 2 years. There is now, in addition
to that inerease, which is a major increase, the escalator cost of living
inerease that you mentioned.,

Senator Risicorr. It begins, though, January 1, 1975.

Secretary Wrinsrroen, It does indeed, yes, sir.

Senator Risicorr, All right. :

Secretary WriNnercer. But the previous history, I think, should be
hefore you and that indicates there has been this increase of just under
52 pereent in the past 2 years,

Senator Risrcorr. That is correct. I may say, Mr, Chairman, I do in-
tend to introduce an amendment to move up the escalator to Janunary 1,
1974, the next time we have such a bill before us, The cost of living
hus gone up so rapidly that I do not think any of us, when we put in
the January 1, 1973, date, thought that the rise in the cost of %iving ,
would accelerate so rapidly. If we put that escalator clause in on Jan-
uary 1, 1974, instead of January 1, 1975, you might find that many of
the people under SSI might be able to get off the welfare rolls.

Now, I would appreciate if IIEW and our staff would give us the
figures indicating the results of putting the escalator clause in on Jan-
uary 1, 1974, instead of January 1, 1975. Would this eliminate many
of the problems that the chairman is concerned with?

I don’t have the figures, Mr. Chairman. You sece what I am driving
at here?

The Ciratryan. Yes,

[The committee staff furnished the following information :]

Between June 1072 and June 1973, the Consumer Price Index increased an
esthnated 5.6 percent. A §.8-percent increase in social security benefits would
provide for additional benefits of $3.2 billion in the 12-month period.

Secretary WEeINBERGER. There is another statistic in this bulletin,
Senator. right beyond the one you read. The sentence reads:

However, of just over a million aged persons eligible for a State payment only
hasged on S8I eligibility decistons, 06 percent are Social Security beneflciaries.

Senator Risicorr. Yes, but the problem ig——

My, Hess. Senator Ribicoff, many of the people who are eligiblé for
SST and social security benefits are getting quite low social security
benefits. They are aiged widows or persons who had very marginal
coverage. A quick check with our people here suggests that if we
project the cost of living increase that is expected in 1974, we would

[P
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take off about 14 million social security beneficiaries from SSI. In
other words, they are close enough to the $130 level that a cost of
living change would put them over it, but it would not by any means
take care of the-great bulk of those people in that class.

Senator Risicorr. Let’s take it independently. How would you react
to having the escalator clause on social security, go into effect Jan-
uary 1,1974, instead of January 1,1975¢

Secretary Wrineerorr. I do not think it would solve any of the prob-
lems you are talking about, Senator, but we have not yet had any op-
portunity to analyze that particular proposal. The cscalator was part
of n coherent pattern in which a major increase in benefits was made
last year, a 20-percent increase, and 1975 was settled upon as the date
to initinte the cost of living escalator.

senator Rintcorr. But 1 am sure that M, Mills and Chairman Long
when they put this in, by solid support from both Ilouses, never
imagined ‘that when we. were talking about 8 percent inflation we
would see a 7-percent cost-of-living hike. It is something that I think
we should contemplate. I haven’t discussed this with the chairman
but it is something that concerns me, Mr. Chairman, and I will be put-
ting in an amendment so-the Finance Committee can consider it.

Now, getting to something else, you have got a system that you are

»utting into effect with a lot of problems and you haye no leadership.
Vhen are you going to appoint a Commissioner of Social Security ¢
When did Bob Ball i{eave? .

Secretary WrinBerGER. Mr. Ball left in mid-March, but we have a
Commissioner of Social Security, an extremely able man in Mr. Hess,
who has been with the program since the beginning and is doing a
splendid job in helping us implement this program. Before you came
in, Senator-—-

Senator Rinicorr. Has he been appointed Commissioner?

Seeretary Wrinserarr. Before you came in, you did not have an
opportunity to hear the steps that have alrendy been taken to imple-
ment this program. They involve the employment of 8,000 new em-

Joyees ngainst a total of about 15,000 that we will have to have. This
1s in contrast to 32,000 State em )ioyoes doing the job now. We have
opened 100 new facilities and offices around the country to serve the
beneficiaries better,-We have connected these into our field telecom-
munications system. We have devoted about 100,000 man-hours to this
kn'ogmm and it is because of the extraordinarily capable g'ob that Mr.

Jess has done and is doing that we are able to tell you this morning
that if yon do not make major changes in this law, you will have the
checks mailed in January. As were required by the act of last fall.

Senator Rimicorr. I am a little puzzled. Are you announcing now
that Mr. Hess has been appointed Commissioner ¢

Secretary WriNBeErGER. No, we have not been able to persuade Mr.
Hess to stay on beyond the implementation of this program in full.
But I am telling you that the program is not lender}oss in any sense
of that term.

Senator Risicorr. All right. Mr. Hess is an outstanding man; I
would appland his appointment as Commissioner of Social Security,
but when are you going to appoint a Commissioner of Social Security ¢

Why should such 'a vast program of such importance basically be
leaderless and have only an acting director? -



28

Secretary WerNBeraeR, It is not leaderless at all, Senator, and I be-
leve it is doing a great disservice to Mr. Hess to keep referring to that
term, I expect the appointement of a permanent Social Security Com-
missioner will be made, withn 2 or 8 weeks. I also expect and am de-
lighted to anticipate that Mr. Hess will stay on in his present capacity
so that this program can be implemented as the Congress directed lust
fall without any hesitation, without any break. But it is entirely due to
the leadership that Mr. Hess has been able to provide that we are able
to be as far along the track as we are, and that is so far along the track
that to make any major changes in the law would create monumental
confusion and would deprive 3,200,000 new beneficiaries of those new
benefits that the Conguress, we believe, clearly intended last fall.

Senator Risicorr. Where did you get the 8,000 employees, the new
8,000 employees?

Secretary Wrinsereer. They have been recruited from the best peo-
ple we can find available across the country.

Senatox Rivicorr. [low many of those did you take out of present
employces in these programs in the 50 States and counties and cities.

: ecretary Wrinskraer, I will have to ask Mr. ITess to respond to
that,

My, Hess. Mr, Ribicoff, most of the first batch of new employees were
recruited from civil service registers because we had to bring on more
claims representatives immediately, not just for the SST program but
for the greatly increased workload that we had as & result of various
other HL.R. 1 changes. We have, out of this first group, something in the
neighborhood of 500 State employees. -

he problem is that, first of all, we cannot raid the States or en-
courage a movement from the States as long as the converison is going
on. They are working under contract with us now on conversion.

There will be 4.000 or 5.000 State employees who will be working on
a_continuing basis under contract with us on the disability aspects of
the program. So the present State employees who might be disadvan-
taged or dislocated will have several options in the coming fiscal year.

As the Secretary said, we have about 6,000 more employees to re-
cruit, and we are holding a substantial number of those jobs that we
will recruit available for whatever dislocation there may be. I must
say it is on a very spotty basis. As we look around the country, there
are not going to be large numbers of State employees who will need to
come over to the Federal side of the program. -

Senator Risrcorr. That is another thing, another proposal, that I
will push in this committee, to protect the rights of State employces
who for years under State programs have been administering the aged
category. Suddenly these people who have given loyal and dedicated
service in our 50 States find themselves in a new program and are out
of a job. I would say those employees certainly are entitled to priority
when these new positions arve created in the respective States. They
have worked in the States, and I think they should be protected in the
recruitment policy for this program,

Secretary WriNreraEr. Of course, Mr. Chairman, one of the as-
sumptions that the Congress had in mind in enacting this proposal
was that there would be substantial savings in personnel because of
the economies of scale that the Federal Government would be able
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to bring to bear upon it. Those economies of scale mean that we will
be able to do what 32,000 employees now do for the States with, hope-
fully, less than 15,000 Federal employees, as Mr. Hess indicated, it
is lizely there will be a very small number of actual dislocations among
the States because, as seems to be typical of government in all levels,
no matter how much is saved with certain transfers of programs, the
personnel have a way of surviving.

Senator Risicorr. We do not want any additional employees, Mr.
Chairman. But to the extent that there are new employees hired,
priority should be given to the State employees in whatever jobs there
are, whether they are—-

Secretary WEINBERGER, During the first year, with the conversion
!;‘rob]ems involved, there is only one way to make the program work,

“hat is to hire some new people so that we can work with the people
in the States who are experienced, as you say, to help in the conversion
yrocess.
! Senator Rivicorr. You say, Mr. Hess, you are putting them under
contract. but the fact remains if they know it is going to be federal-
ized employment, a man who has worked, whether in Oregon or Dela-
ware or Utah or Connecticut or Louisiana, knows that if he wants
to stay in this particular field, then he should have a right to apply
to the social security system so he will become a Federal employee.
It would seem to me that that type of person should be given priority..

Mr. Hrss, We can take them on non- —

Senator Risrcorr, Whether it is 8,000 or 14.000 jobs.

Mr. Hess. We can take them on a noncompetitive basis now, anc
that is exactly what we are planning to do. We are in close touch with
the State agencies and with the county governments and the unions,
and we have had consultations in those places where there is an expec-
tation of any appreciable dislocation of employees. We have them iden-
tified. While we cannot give an absolute guarantee, to the extent that
we have jobs in this coming fiscal year, we will be giving considera-~
tion to qualified State employees.

Secretary Weinserorr, Might I add, Mr, Chairman, and Senators,
that there is a much more serious personnel problem. What happens
to the 8,000 people we have already hired if the implementation is de-
layed a year?

Senator Risicorr. We are talking abaut two different things. How
many of those 8,000 employees were State employees in the same field?

Mr. Hess. I would say about 500 of them.

Senator Risicorr, 500 out of 8,000%

Mr. Hess. The rest of them are newly recruited claims examiners,

Senator Risicorr. 7,500 newly recruited, but did you give notice to
the State em})loyees there was an opportunity for them to shift over
to the Federal program ¢

Mr, Hrss. Yes. We have not given widespread encouragement in this
first go-around, as I said, because they have a whole year to go on the
conversion. Neither we nor the States could afford to see the disman-
tling of these adult assistance programs at this point in time, sir. The
payments have to continue; these programs are in action for the rest
of this calendar year. So the question as to what employees will
be excess at the end of the year 1s one that takes very fine tuning in
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terms of whether or not there is going to be an expansion or a need for
qualified people in the States. 'Fhe tates have a big turnover; they
have attritions and have expansion of vocational rehabilitation pro-
grams. For a State employee remaining may be much more advanta-
geous, if he is under a State pension system or if he has tenure. He has
all kinds of reasons why he would want to continue to be a State em-
ployee. It may be much more advantageous to see, first of all, whether
he can be taken care of in a State context toward the latter part of his
yenrs,

) Senator Risicorr. But that, sir, is if you give him the choice. It
could very well be that he may not have the choice. He mi;r;‘ht find that
he cannot shift into a State job. After spending 20 or 25 years in a
State program, he may find it more difficult to shift to a Federal pro-
gram, and after 20 years, he is left out of a job. I still think the State

employee should be given preference in the hiring.

Senator BeNNErr, Mr. Chairman, will you yield to me? This ques-
tion of the chairman’s interpretation bothers me very much. I hate
to disagree with my chairman. So I have gone back to the report of
this committee before it went into conference. There are two sentences
1 would like to read. The first on page 384 says:

Under the new supplemental security income program persons 63 or over,
blind persons and disabled persons. would bhe assured an income of $130 for in-
dividuals and $193 a month per couple.

Tt does not say that they would be assured of their present income, it
snys they would be assured of those figures.

"T'hen, on page 389, there is another sentence. I searched through the
report for reference to the question of State supplementation, and I
find only this, which is a little bit backhanded.

The bill also includes a provision under which payments provided on the
basis of need by a State or local government, including the Indian tribes, to
supplement the Federal benefits provided under this program, should be ex-
cluded from income.

Now, it obviously states, or it says to me, that we expected the States
to supplement the income. We recognize it and say when they do, these
supplements should be excluded from income for the purpose of de-
termining eligibility.

So, putting these two together, it seems to me that when the hill left
this committee, we understood that the extent of the Federal Govern-
ment’s obligation is $130 or $195 for a couple. We expected the States to
supplement the income if that was not adequate,

hank you, Mr. Chairman.

The Cramryan, Senator Packwood.

Senator Pacxwoon. I was not on the committee last year, Mr. Sec-
retary, but this figure of $130 and $195 is in the bill, is that right?

The Crramyan. Yes.

Secretary WriNsereer. Yes.

Senator Packwoobn, I heard what Senator Bennett said. If $130 is
in the statute, where did anyone in the States get the impression they
would get more?

Secretary WrINBERGER. I have no idea except, as Senator Bennett
said a moment ago, it was contemplated that States if they wished to
do so, were free to supplement. There could be Federal administration

*f that supplement. Those provisions are in the bill. ~
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Senator Packwoon, Maybe I could ask the chairman. Why did
they assume they would get more than that figure? Lo
> The Cuamman. There is a grandfather clauge in this bill but un-
fortunately, the way the grandfather clause works out, the State must
pay, as I understand it, as much as they had been paying for their aid
to the aged program previously. The Federal Government then as-
sumes the responsibility to see that no one takes a reduction. In a great
number of cases, the States feel, because that the Federal Government
is taking over this program, the money they had been putting into it,
could be put into medicaid——

Senator Packwoop. There is no way they could draw that conclu-
sion from the law, ig there, or out of the report ¢

Secretary WEeINBERGER. The hold harmless the chairman has men-
tioned is the hold harmless that arvises only after a State decides to
supplement. The hold harmnless means that the Federal Government
wi‘l pay the amount the State had previously paid for that purpose.
But you do not even reach that unless you get to a decision to supplé-
ment, and over half the States will not be supplementing because the
Federal $130-$195 isabove what they are now paying.

Senator Packwoon, Let me ask you about the question the chair-
man poses on medicaid. Assuming there is $900 million in savings to
the States and they applied that to supplement benefits above $130
and $195, the chairman asked if there would be enough to extend
medicaid coverage. I think Mr. Carlucei said no, but the cost would
be for new coverage that would not be a cost the Federal Government
was paying.

Secretary WrINnrroeR. That is exactly right.

Senator Packwoon. But that is an unfair question, We could say it
could take care of a variety of henefits they never had before intended
to be paid for out of that savings.

Secretary WEINBERGER, That is correct, Obviousl{r, as the chairman
snid, there are limits beyond which $900 million will not go and one of
them is to adopt the whole raft of new programs in addition to blanket-
ing in all the others.

enator Packwoob. It seems to me that we would have an analogous
ense if we were to promise to pick up $400 for students for primary
and secondary education. The States might use the money saved for
some other purpose and then would come back and say,“You promised
us $400.” And we would pay the $400, the entire costs.

Secretary Wrrnsrroer. That isa good analogy.

Senator Packwoon. T have no other questions.

The Crarryan. We will get the committee report of the bill recom-
mending a higher benefit level. In our bill, furthermore, in the family

rogram there was also a great savings for the States which, when the

ill was pared down in conference and title IV was dropped out, did
not materialize. So the States did not receive near the savings they
were expecting, nor did the beneficiaries have the benefit of the level
that we intended.

Senator BenNeTT. May we ;iet this straight, because this is a very
interesting thing. Qur origina proposal was $180 for an individual
with other income, including a $50 disregard, which meant $130 for an
individual with no other income. That 18 where the $130, I guess, got
into the program. :
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The CuairmaN, The disregard was reduced from $50 to $20, -

Senator Packwoop. I still cannot quite put my hand on it. You read
those figures, but surely the States woul% not be so naive as to act
upon & gill coming out of the Senate on the assumption that would be
the law. I think Senators might, but not the States.

Where do the States draw out of the conference report or out of any
legislative history that they would get any more payment than what
the law said they would get -

The CuarMaN, Well, why do we not let the States answer that when
the State administrators come in?

Senator Bentsen.

Senator Bentsen. Thank you very much, Mr, Chairman.

Mr. Secretary, you made the statement that the vast majority, cer-
tainly the average State, would not suffer and those who qualify would
not sufler under the IFederal Government take over, Well, I cannot
help but think of that old analogy of the fellow who could not swim
and wanted to cross the stream, They told him the average depth was
18 inches, but they did not tell him about those 10-foot holes.

T just feel like the needy people of Texas have been pushed into that
10-foot hole, and I want to talk about it just a little bit.

I want to talk about section 51(a) of our constitution in Texas with
which you have some familiarity.

Secretary WEINBERGER, Yes.

Senator BrntseN. Our State legislature wanted the supplement,
voted the funds, and was then told by our attorney general’s office
that these State funds were not matchable funds, because the Federal
money went directly to the recipient rather than to the State. They
were told that there is no wiy that the State funds could be considered
to be matchable under our State constitution, and they must by law
be matchable. I have thousands of people in Texas, people who are
receiving over $130 a month who are going to take a loss. I do not
know how to take care of them, and T am concerned about them, and
T do not know how to do it without grandfathering this in so the State
continues to administer these programs at least for a period of time.
I am not as concerned about the liberalizing the program to take in
more recipients as I am taking care of those people who are already
dependent on a set amount and can just barely make the cut as it is.
That is what T am trying to take care of, :

Secretary WeiNBerarr. We have a chart that covers the Texas situ-
ation, and we can recite those figures. There is a constitutional prob-
lem in Texas, but I think that if direct approfpriation were sought
as opposed to an attempt to match, because of the Texas constitu-
tional provision. it may well succeed. But Mr. Carlucei would have
an existing chart.

Mpr., Cartuccr. We would estimate the State of Texas, Senator.
would have savings of some $37.7 million to work with, by virtue of
the Federal floor, because the State is presently only putting that
amount of money into those categories.

Senator BenTseN, T am not quarreling with that. 1 am saying under
the Constitution and we have tried to change this provision twice and
taken it to the voters and been turned down in both instances—our
attorney general interprets section 51A as requiring that any State
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funds for these Pur oses be matchable funds and that these will not
become matchable funds because they go directly from the Federal
Government to the recipient and not to the State,

Let me tell you the numbers of ﬁeople involved. We have 14,305 per-
sons called essential persons to take care of the needs of the aged and
disabled who cannot take care of themselves. Now, presently there is
an allowance in Texas for these people. Under IH.R. 1 there 18 no such
allowance.

Second, there are 16,951 recipients who require less than nursing
care and more than housekeeping services. This enables them to remain
in their own homes rather thian causing them to enter into nursing
%otﬁeg .or iastitutions. Ne .provision for this type of care exists in
~"Third, under HEW interpretations now being made to my State
recipients in nursing homes and institutions who have a monthly in-
come in excess of $178 will be ineligible for continued medical cover-
age and SSI payments. This means that 3,804 individuals in Texas
with large medical needs will no longer have medical coverage after
December 1973,

I am not going to run through the other recipients but Texas esti-
mates that at the very minimum we are going to have 75,000 people
who will be disadvantaged by the presently conceived SSt rogram
and that is of concern to me, and I do not think it is enough to just
dismiss it and say, “Well, that is a State problem for these people.”

Secretary WeINBerGeR, We do not say thiit, Senator. We point out
the number of dollars that are freed that Texas is now spending out of

- State funds, by this program. We are suggesting that it might be pos-
sible, and certainly we would have to have the oBlnion of your attorney
aeneral obviously concm'rin%, but it might well be possible, by separate
ﬁzgis]ative approprintion of these funds, to cover the great bulk of
these people within the State of Texas. We can possibly do this if you
can get away from the attempt to use a matching fund format and
simp'i’y make a straight appropriation for a 'Texas program that would
amount to supplementation, using the dollars that are free because of
the Federal assumption of the other part of this program.

Senator Bentsex. I am not following you there but the constitution
says in section 51(a) that they cannot appropriate funds for the needy
unless they are matchable funds by the Federal Government.

Secretary Wrinsrrerr. I understood you to say that you could not
apgropriate these because they were matching funds,

Senator BENTSEN, No, no, it is just the other way around.

Secretary WEeINBergeR. I see. Then, I misunderstood you.

Senator BenTseN, It is just the other way around.

Secretary WrINBEroER, But has there been a decision by Texas or a
ruling by the Texas attorney general that there is no way the Texas
Legislature can enact a program that will benefit these people? Can
the only benefit to these people come from the Federal Government
under the Texas constitution ¢

Senator BenTseN. I will say this, Mr. Secretary, that in the last ses-
sion of the legislature they tried, and they made a good faith effort to
appropriate and to accomplish this objective, and were not able to do
it, and T am sure they searched ont the avenues and then were told
that the one they though was the best approach was not constitutional,
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Secretary WeinBeraer, The only problem that does occur to me is
that if a single State constitutional provision requires the Federal
Government to enact a grandfather clause costing just under a billion
dollars, it is at the very least quite an invitation to other States to try
such a constitutional provision itself, , .

Senator BenTsen. I am not asking for a grandfather clause that is
going to cost $1 billion. I am encouraging and supporting State
administration of the program where we
tion of benefits and that would cost substantially less and, as I recalzi

we were talking about something in the area of $100 million that would.

costus, . ‘ S
. Mr. CarLuccr. You would still have to address the issue after 1 year.
Secretary WeinNseroeR, All we are talking about is a 1-year exten-
sion or postponement. We are pointing out—- ,
Senator BenTsen. At least we would have a year to find the answer
and we would have the legislature back in session and those people
would be able to exist without having their inéome cut.

Secretary WriNpERGER. Well, with a constitutional inhibition, Sen-

ator, I do not suppose a year would make any major difference. But
the problem is that in doing that, 3,200,000 peO{)le who were squosed
to get new benefits throughout the country would be deprived of them.

enator Bentsen, Well, Mr. Secretary, perhaps we could take it
back again to the ﬁeo le in Texas. Once they saw the seriousness of
the prj)lem, if we a(}) a year within which to do it, we might be able
to get that constitutional amendment.

ecrotary WEINBERGER. I recognize the.real difficulty that does exist
in that one State, and I mentioned that in my opening statement.

Senator BENTSEN. You told me earlier Texas had been realined, if
I remember the word you used. T felt they had been realined and put
at the end of the line,

nSecretary WEINBERGER, It was not in connection with this matter at
all.

Mr. CarLuccl. During that 1 year, Senator, there would be some
additional 3 million people who would otherwise come on the rolls
who would not receive the benefits to which they would be entitled
under existing law.

Senator BENNErT. May I make a suggestion ?

Can we amend the law, just change the law, which says in those
States, in any State in which these funds cannot be used unless they
are considered to be matching funds, this money shall be considered to
be a matching fund ?

Secretary WrinseraErR. We would certainly cooperate in drafting
and attempt to execute a provision of that kind because we have no
desire whatever to have one State be disadvantaged because of a
unique constitutional provision. I think Senator Bennett may have an
oxcellent idea. We would certainly be delighted to help with that.

The Crairman. I am glad to see some progress. [Laughter.] '

Secretary WrinperER, Mr. Chairman, I'should say I do not know
any way of giving Lounisiana %9 million without giving everybody
clse the same, [Lau%hter.]

The Crzaryan. You made a %‘reat concession when you indicated it
is possible to solve a problem here in Washington as well as down
there in the States. That is a very substantial concession from your

o not have great liberaliza-
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opening statement, Mr, Secretary, I want to compliment you in the
progress you are making toward solvin g this problem.
Secretary WeiNsercER. I do not object to compliments, but I am not
sure that is a compliment. [Laughter. ] -
Senator BentsEN. I have no further questions at this time, Mr.
Chairman,
The CHarMAN, Senator Roth,
Senator Rors. Mr. Secretary, the extension of medicaid to the new
eople that would be covered under the Federal program, would I
lieve, be at the option of the State.
As anewcomer to the committee, I am not sure that this is a realistic
option. Can you really have the two groups, those under the State pro-
ram covered under medicaid and not extend the same qprivilegges to
the new beneficiaries covered under the Federal plan? Are we in

position where we have practically forced the States to extend medic-

aid to those under the Federal Erogram ? ,

Mr. Caruucor I think we have to recognize there would be pres-
sures in that direction, Senator. But once again, we have tried as we
indicated in the letter we put out to the Governors of the States, to give
the States maximum flexibility. Indeed, as the Secretary has pointed
out, the law also gives him the option of going back to January 1972
ehﬁibility standards for all of these groups or for any group individ-
ually who is going to any level of standards between the 1972 stand-
ards and the present level of eligibility determination. So the clear
intention was to give to the States flexibility to make decisions con-
sistent with their financial ability to assume additional responsibilities.

Senator Ror. It just seems to me as a practical matter to be very
giﬁicult to do so. I wonder if that is a realistic burden to place on the

tates,

Mr. Caruucor As a practical matter, I think we have to recognize,
I think there would be thig pressure, but also to point out again that
there arc additional funds being freed up, while these funds might not
be adequate in every case to cover all the new medicaid eligible popu-
lation, they will go a long way to meeting the needs.

Senator Rora. Thank you, Mr. Chairman,

The CHARMAN. I am going to submit this letter that Senator Mon-
dale asked to have answered for the record, and I would like to pass it
along to you. You can just give an answer later,

Secretary WeINBERGER. Yes, sir.

[The letter referred to follows. At presstime, June 22, 1978, the
answer had not been received.]

¢ U.8, SENATE,
CoMMITTEE ON_FINANCE,
Washington, D.C., June 19, 1978.
Hon. RusseLL B, Long,
Chairman, Senate Finance Committee,
U.8. Senate, Washington, D.C.

Dear MR, CHAIRMAN: I deeply regret that long-standing prior commitments
will not permit me to be present at the hearing on the Supplemental Security
Income Program this morning.

I would deeply appreciate your requesting HEW Secretary Weinberger to re-
view the attached letter from Minnesota’s distinguished Governor, the Honorable
Wendell R. Anderson, and to furnish the Committee with a point-by-point re-

sponse for the record.
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Governor Anderson’s letter documents the great difficulties which have con-
fronted our State In attempting to implement the new Supplemental Security
Income Program and related matters, in the face of delayed and indecisive ad-
ministration by the Department of HEW,

It appears to me that the absence of effective management by the Department
has made the job of state government {n implementing the complex provisions of
H.R, 1, the Social Security Amendments of 1972, incredibly difficult.

I deeply appreciate your cooperation,

Sincerely
' WALTER F, MONDALE,

Enclosure,
RTATE - 0F MINNESOTA,

Orrice 08 THE GOVERNOR,
" 8t. Paul, June 18, 1973.
Hon, WavLTer F, MONDALE,
U 8. Senator,
Senate Ofice Building, Washington, D.C.

DeAr Frirz: In preparation for the Senate Finance Committee hearing with
HEW 8ecretary Weinberger on Tuesday, I thought you might be interested in
Minnesota's experiences with the Supplemental Secus.ty Income program and
some other relationships with the Department of Health, Education, and Welfare,

8ince passage of legislation mandating the SSI program as a replacement for
local-state-federal assistance to the aged, blind, and disabled, Minnesota has at-
tempted to gather the type of information on which state decisions could be made
in anticipation of the new arrangement to be effective on January 1, 1974, The
process has heen difficult and frustrating for us, and I am certain, for a number
of other states as well,

Minnesota’s legislature adjourned late in May, having established a state
budget through June 80, 1975, without taking positions on the issues related to
SS8I implementation. The central questions before us are whether to supplement
federal payments which are lower than present state standards; and if so,
whether to supplement for old and new recipients or only for those now recelving
local-state-federal assistance. These considerations are tled directly to the “hold
harmless” provision in the law.

“Hold harmless” has been dangled before us for many months—spend so much
and you need not spend more, But at the time our legislature adjourned, the De-
partment of Health, ducation, and Welfare had not yet defined for us how
much state and local cost there would be to meet the “hold harmless” level, and
the method of calculating such costs was not available to us to help us make our
own estimates.

I am sure, Senator, that you can appreciate the difficulty a state administra-
tion and legislature have in setting a budget without such estimates and with-
out knowing how many people will qualify for a major program. Over the past
six months. HE.W, and the Soclal Security Administration have given the state
figures ranging from 89,000 to 89,000 as the number of newly eligible reciplents,
compared to a present caseload of approximately 81,000 in the three categories
to be replaced by SSI.

Two weeks ago at the National Governors' Conference, a representative of the
Social Security Administration showed me projected SSI data for Minnesota
which put the anticipated number of new recipients at approximately 80,000. Yet
when our Department of Public Welfare attempted to verify this figure late last
week at the Chicago regional office, we were told that the latest regional SSA
projections are for 87,500 eligibles.

Where and when do we obtain data on which our decisionmakers can depend,
with an implementation date only six months away? I believe our legislature is
Justified in refusing to act without baste information. - -

Information on the number of eligible recipients is absolutely essential to the
budgeting process. In Minnesota, each public assistance recipient is also eligible
for Medical Assistance payments. We have asked repeatedly how state and local
Medical Assistance costs are likely to be affected by the increased number of
SSI reciplents. These costs, as you know, are not covered by the “hold harmless”
provisions of the federal legislation. Consistently the answer has been that de-
tails will be worked out but that we should probably count on spending addi-
tional state dollars. At the National Governor’s Conference, thematerlals shown
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to me identified—for the first time—additional yearly costs of $12.5 million for
Medieal Assistance. This information was not available at the time our legisla-
ture adjourned,

Let me emphasize that we do not object to the principle of a federal takeover
of assistance to the aged, blind, and disabled. Nor do we have any basic objec-
tion to Increased eligibility under federal guidelines and federal financing—
people who need help should be able to get it, Nor do we object to making neces-
sary changes in state luw tu implement the program in Minnesota, or to pro-
viding for a rensonable stute share of the costs as we prepare our budget.

But we must have adequate information, We must have adequate lead time
for analysis und planning purposes, We must be in a position to ussess the cost
implications for the locul governments with which we share funding respoun-
gibilities for public assistance in Minnesota. Otherwise the federal-state partner-
ship anticipated in this legislation is a mockery.

At the National Governors’ Conference, Assistant H.E. W, Secretary Carluccl
explained that SSI information had just gone out to the states which would now
make it possible for themn to prepare their budgets. In the discussion perlod, I
informed him that our legislature had recently adjourned after setting our state
budget through June 80, 1975, and I asked Mr. Carluccl whether e could suggest
what we might do, His response was that perhaps we could call a speclal session
of our legislature,

The other governors broke into laughter at the response—quite appropriately.
That response, in my judgment, represents either a total misunderstnding or a
total disregard of the orderly processes of state government in Minnesota and
elsewhere.

The Supplemental Security Income program is not our only concern, You are
already well aware of the issues surrounding social services regulations, their
effects on programs to keep people off public assistance in Minnesota and else-
w&xero. and our litigation for reimbursement of expenses for previous Minnexota
efforts,

We have also had problems related to the Quality Control Review program
extablished in the Depnrtment of Health, Educeation and Welfare to monitor
expenditures for public assistance. The Department of Public Welfare has re.
cently provided me with a four-page memo outlining the way in which the Fed-
eral government proposes to audit and review our spending.

1 believe my record is well established as a firm heliever in effective manage-
ment tools to scrutinize expenditures, But I can only shake my head at a system
which will require four or five levels of review for each Quality Control case,
Apparently there will be auditors of the auditors of the auditors who review
our audits,

With H.E, W, urging, the recent legislative session also provided for a computer-
based centralized Medical Payments system in Minnesota, anticipating sub-
stantinl federal support that we believed was agreed upon. Proposed regulations
related to qualifying for this support have been delayed until a week ago, and our
December request to transfer the highly praised Oklahoma system to Minnesota
has not yet received a response,

We will be happy to provide further information councerning any of these
matters, Many dedicated individuals within the Department of Health, Eduention
and Welfare have been helpful to us, and we have had many positive experiences
with both the reglonal and national offices of HLE.W. But we are nevertheless
experiencing conxiderable difficulty in participating in the shared decision proc-
esses that are so important to shared federal-state humin program efforts,

T am hopeful that you and your colleagues on the Senate Finance Committee
will benefit from this nnalysis of our experience, and T hope that yon will seek
similar analyses from the other Governors, T know that many of them share our
frustration,

With warmest regards.

Sincerely,
WENDELL R, ANDFRSAN.

The Criamraan. Thank yvou very much. Mr, Secretarv, and your as-
sistants. We appreciate your testimony here this mornine. T will now ™
eall Mr, Garland Bonin, Mr. Ravmond W. Vowell and Mr. Tlovd E,
Rader, These gentlemen are divectors of the welfare departments of
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the States of Louisiana. Texas, and Oklahoma, and they are testifying
on lfelmlf of the National Council of State Welfare Administrators.
Mvr. Bonin.

STATEMENT OF HON. GARLAND L. BONIN, DIRECTOR, DIVISION OF -

INCOME MAINTENANCE, LOUISIANA HEALTH AND SOOIAL AND
REHABILITATION SERVICES ADMINISTRATION, ACCOMPANIED
BY HON. RAYMOND W. VOWELL, COMMISSIONER, TEXAS
DEPARTMENT OF PUBLIC WELFARE; AND HON. LLOYD E.
RADER, DIRECTOR, OKLAHOMA DEPARTMENT OF INSTITUTIONS,
SOCIAL, AND REHABILITATIVE SERVICES

Mr. Boxin, Mr, Chairman, and gentlemen of the Senate Finance
Committee, my name is Garland I.. Bonin of the Louisiana Flealth,
Social and Rehabilitation Services Administration. _

I apyi)ear here today representing the National Council of Welfare
Administrators. The chairman of the council, Wilbur J: Schmidt, was
unable to be here. Present with me are Mr. Raymond W. Vowell, com-
missioner of the Texas Department of Public Welfare, who is the vice
chairman of the council, and Mr., I.. E. Rader, director of the Okla-
homa Department of Institutions, Social and Rehabilitative Services,
who is the secretary of the council,

‘We are honored and most grateful for the opportunity to appear
before this distinguished bocfy in response to proposed alternative
amendments for tﬁe implementation of the supplemental security in-
come program. The administrators of the 50 States welfare programs
are aware that many new needy persons will be benefited. We are also
painfully aware that a large number of the most needy of our society
now on public assistance will receive lower payments or no payments
at all. The Council of Welfare Administrators also have grave con-
cerns about the ability of the Department of Health, Education, and
Welfare to implement the supplemental security income program by
January 1, 1974, Six months 1s a short time from where we are today
to the delivery of checks to the adult categories. We are faced wit
unprecedented problems if millions of people fail to receive their life
subsistance checks on time.

The general position of the council is supportive of the second al-
ternative proposal, which calls for the postponement of the supple-
mental security income program for 1 year, and during the period of
such postponement the continuation of current payment levels for cur-
rent recipients at full Federal cost, and a requirement for a minimum
payment for current and future recipients.

OPTIONS FOR IMPLEMENTATION OF FEDERAL 8SI ADMINISTRATION

During the months that followed the cnactiment of Public Law
02-603, the States become increasingly uneasy with the delays in essen--
tial SSI policy decisions. By April, the States had received only verbal
briefings on possible policy options which would affect their decision
on whether or not to supglement and how much, and whether to elect
Federal administration of the supplement.
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The announcements of options under consideration only served to
raise more questions. Policy decisions with respect to medicaid for
SSI recipients were likewise not forthcoming.

Mindful that ]egislatures in many States would soon end their
sessions without information essentiaY to action on these matters, and
that HEW’s failure to reach these decisions would preclude State
budgetary and legislative action to protect those who would be dis-
advantaged, the council, on April 16, adopted the following resolution
which was uddressed to the Senate Finance Committee, the House
Ways and Means Committee and the Seeretary of the Department of
ITealth, Education, and Welfare.

That the council go on record in support of a delay in implementa-
tion of the supplementul security income program for at least 1 year,
during which time States would continue the administration of the
adult assistance categories as they are now constituted, but with 100
percent Federal funding of the costs of administration and assistance
payments at the level prescribed in title XVI of the Social Security
Act, and with no added cost to the States; provided that any State
would have the option of proceeding with the conversion to the SSI
program on January 1 197£ -

On May 26, 1973, HEW made avnilable to the States via a letter
to the Governors the basic information which would be proposed in
the Federal Register for regulations on State supplementation and
medicaid eligibility. I am pleased to comment that these projected
regulations. to the extent that the council has had an opportunity to
consider them, seem to be constructively and carefully devised and
reflect an approach responsive to the situations of the States. However.
the formal notice of intent to regulate has not yet appeared in the
Federal Register,

While we are well aware that the Departinent of Health, Education.
and Welfare is unequivocal in its declaration that preparations are
on schedule for the January 1974 implementation, there continues to
be a sense of uncertainty on the part of most States ns to whether
everything will be ready.

COSTS OF ADMINISTRATION

In view of the fact that many State legislatures have adjourned for
this term without making appropriations for the costs of administer-
ing adult assistance programs, it would be necessary, under the option
of State administration, to provide full Federal funding for that
purpose.

PREVENTING LOSS OF MEDICAID ELIGIBILITY

The provisions under consideration by your committee to prevent
the loss of medicaid eligibility under SSY are urgently needed and
supported by the council. _

e nlso call attention to one further factor in this regard. If the op-
tion of continuing State administration is adopted, we assume that
those additional individuals who would become eligii)le because of the
higher payment level would be considered to be recipients of money
payments from the State. Thus, it would be mandatory upon the State
to include them under the medicaid program.
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It is recommended that a provision be included to hold States harm-
less against the resulting increase in medicaid costs.

FOOD STAMP ELIGIBILITY

The council fully concurs in the committee’s apparent determination
to accomplish a repeal of the forfeiture of food stamp eligibility for
the aged. blind and disabled. -

HoLD l*.\RMLESS FOR STATE SUPPLEMENT

In view of the fact that a number of States have increased the public
assistance payment level sinee January 1972, we recommend that, for
rreater equity. the base period for computing the adjusted payment
Tevel be changed to December 1972,

Thank you. Mr. Chairman.

The Cuamyanx. Do you other two gentlemen have a prepared
statement ¢

Mr. Vowerr, No.sir: Lam a resource person.

The Chamaran. You heard the discussion here this morning. Would
you gentlemen please explain to the committee what the problem seems
to be with regard to the supplementation? In other words. to what ex-
tent were the States aware of the need to supplement in order to assure
that no one would receive a cut. and to w‘mt extent have the States
been aware of the fact that a great number of aged citizens would
receive a cut unless the States act to prevent that from happening?

Mr. Raper. Mr. Chairman, the l)ili of course, that went to conter-
ence from the Senate had one very important amendment which, as
I reealle was presented by you to the Senate as a whole, that gave
an increase in the matching formula. We ave still living under the same
old matching formula that we had since 1965. 1 believe,

When you take the hill as a whole, it breaks down into about. T
believe, 18—1 will not take the time of the committee to diseuss Okla-
homa’s problems—places where the State has to spend more State
money. So we would have to—Oklahoma would have to—come up
with, in round figures, $17 million additional State money to imple-
ment the program.

Senator Bexxerr. How much additional money would you get for
that $17 million additional Stateoney ? )

Mr. Raper. 1 am talking about over and above the Federal money,
Senator Bennett, -

Senator Bexxerr, Well. you say it is additional State money be-
cause there were more matching requirements. If there are more match-
ing requirements. the Federal Government must come up with money
to match.

Mr, Rabkr. Yes, sir, that is true.

Senator BExNErT. The new $17 million ¢ .

Mr. Raver, If we had $17 million State money, we could buy
through. and if we had $20 million State money. we could buy medi-
caid for the eligible. ;

Senator Bex~NeTr, But the Federal Government has to match that.
80 you have the right to force the Federal Government to give yon an
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equivalent amount. I did not want to leave the impression you had to
come up with $17 million in additional money, but the Federal Gov-
ernment did not have an additional obligation.

Mr. Rapker. Yes, sir, they had an additional obligation.

The Cuarrman. Let me get this part straight. Do I understand
that the bill, as it became law, would require Oklahoma to come up
with $17 million in addition to what Oklahoma was already spending ?

Mr. RapEr. Yes, sir. Cash out the food stamps and aﬁ’t e items;
yes, sir.

-~ The CuHArMAN, But, now, you are assuming that this program
would include broadening the medicaid program, I take it, to include
the new beneficiaries under the SSI.

Mr. Rabkr. Yes, sir,

The Curairaan. Now, where do you stand if you do not include the
new SST beneficiaries under medicaid but instead limit eligibility to
those who were previously on the rolls?

Mr. Raper. We cash out the stamps, and we take care of the spouses
who are ineligible, we take on new provisions that are in the bill, I
have a breakdown, but I assure you, sir, that the figure I am using is
correct, it will cost $17 million more.

The Criamryan. You would assume, I take it, that when they double
the number of aged recipients under the SSI program it does not
make too much sense to try to continue a program where half of the
beneficiaries for aid to aged are eligible for medical care and the other
half are not eligible for medical care.

Mr. Raner. That is rvight.

The Crairman. In other words, it is sort of a makeshift program.,
People cannot understand why those who were previously on the rolls
are eligible to receive the metﬁcaid and those who are eligible for the
same program. the SSI program do not receive it.

Mr. Raper. That is correct.

The Cuaraan, Your thought is that if SST is the only program
providing aid to the aged, and it is not an Oklahoma program, then
1f you are going to have a program for medical care for the aged,
all of those eligible for the SSI should receive it.

Mr. RapER. Yes, sir.

You see, the eligibility requirements are so much more liberal or
they had-to be or you would not double the caseload throughout the
country, and it is the—I am sure the committee does not want to be
burdened about Oklahoma's decision. it kind of falls in the position
of Texas in a way. we have got so much State money, and it has
been, it has already heen the decision of the Oklahoma Legislature to
take care of those adequately that we now have on the volls.

The Ciramrman, Am T to understand also that this provision in
the law, where the States have been taking care of essential persons,
where a husband is over 65 and his wife is below 65, by inadvertence
have been left out of the SSI program. so that would have to be cared
for at 100 percent of State expense, is that correct?

Mr. Raper, That is right.

The Coamyan. When you take care of the situations that would
be, were inadvertently left out, so that those would have to be cared
for 100 percent at State expense, and when you take care of the food
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stamp problem and to try to prevent them from having a cut, and
then when I’you tl(-iy to cover the cost of providing medicaid to afl the
veople newly made eligible, you say you would be about $17 million
Lohmd in OQklahoma even if you did take all the money that was saved
to you by the Federal takeover of the aged program, and put all that
back into your welfare program ¢ -

Mr. Raber. Well, the State, you know, Senator, has to look at the
entire welfare rrogram, and there have been other laws enacted by the
Congress which are mandatory, such as the screening of children,
Now, when you screen all the children in Oklahoma at the contracted
cost, you come up with af)proximately $6 million. Then you are goin%
to have to treat those children, you find a kid that neéds some medica
care, and not having any money to do it.
| Senator BenNETT. You are taking us away from the basic subject
here.

Mr. Raper. I understand, Senator Bennett, and I admit that. When
you look at the money that comes back to the State you have to look
at the entire segment and not one.

The Crramrman. He is saying under the Ribicoff amendment you
are required to screen all of tg,hese young people and then having
screened them you are under a burden to provide treatment for those
who are ill, and when you do that then that costs about how much?

Mr. Raper. We have not estimated that.

The CaamrMAN. The screening along will cost $6 million ¢

Mr. Raokr, Yes.

Senator Bexverr. But that has been on the books since 1967,

My, Raper. I understand.

Senator BenNerT. That is not something added as a result of last
year's bill,

Mr. Rapkr. It is added.

Senator Ben~ert. It seems to me you are really straining to tell us
that we should not require the States to make any contribution in this
by goixi% back to programs that were written into the law years ago.

Mr. Raber. Well, now, if the committee would care to listen to the
figures, and they all build up, it costs $283,140 additional for the FICA
tax so you have got to put them all togetiner, and when you pull it all
together and cash out the food stamps, and the room and board pay-
ments for medical assistance funds the law requires that the nursing
home payments be a total vendor payment including room and board
and nursing services chargeable to medicaid, that costs an additional
$2,270,000, so when you get into the total, Senator——

Senator BEnNETT, If we need to give you more money to cover those

other programs, we should do it.

Mr, Raper. That is correct.

Senator BeNNETT. But not in the context of the SSI program.

Mr. Raper. But the Senate did do that, Senator Berinett. It sent that
type of a bill to the conference,

he CuarMaN. But the point you are saying is that the Senate bill

that we passed——

Mr. RapbER, Yes, sir. A

The Criamrman [continuing]. Had enough money to take care of all
thesathings.,—
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Mr. Raver. That is correct, Senator Long.

The Crairman, I know it because you are the man who brought me
the amendment and I put it in the bill. [Laughter.]

But having gone to conference———

Mr. RapEr. Lost the amendment.

The CHaRMAN [_continuing]. With a bill that would take cave of all
this, by the time that the ITouse got through insisting that we reduce
“the cost of it it was reduced dgwn so that all those things werc not
cared for, is that not correct ¢

Mr. Raber. That is correct, Mr. Chairman, yes, sir.

Senator BexxrrT. Excuse ine, I did not mean to interrupt.

Mr. VowerL, May I make one brief statement, Mr. Chairman? Mr.
Chairman and gentlemen, the Council of State Welfare Administra-
tors met a couple of weeks ago, yes, and after some remarks by Mur.
Whittier, who is the Director of the SSI Bureau, 27 States held up
their hands that they would have large numbers of people
disadvantaged.

Now, I know what our State is involved with but other States have
the same problem with essential persons, with people who will become
ineligible in nursing homes, and other disadvantaged people.

To try to strengthen what Senator Bentsen said about Texas, there
are $136 million—legislature appropriated for a& biennum—136 nmil-
lion additional State dollars for medicaid to cover this doubling the
recipients rolls, In the savings that the Secretary and others kept
talking about. public assistance State money will have $68 million so
you can subtraet $68 million from $136 million, and this makes that.

In addition. the legislature, in trying to take care of the people who
have special nceds, appropriated $6.5 million for social services-type
money. In addition. for grants previously provided for glasses, hear-
ing aids, and dentures for the elderly they appropriated special funds
for these and attempted to appropriate $30 million of State money to
look after those who might become ineligible in nursing homes. and
our constitution provides that no public assistance grants or medical
payments can be made without Federal matching. This is the etfort
we have made to meet the needs of these people. and T do not think,
as hag been testified here, that the options on medicaid for the new
eligibles—when State Senator Bill Moore calls me and wants to know
why Mrs, Jones gets three prescriptions a month and Mrs. Smith gets
the same SSI payment check and do npt get any, it is hard to live
with in the State, .

The Ciratryan, Let me see if T just understand this. You said Texas
provided $163 million more for medical care for the aged. s that all
Texas money or——

Mr, Vowrrr, That is all Texas money ; that is above what we were
spending in 1973, Senator.

The Cuatraan, That $163 million, was that made necessary in part
in anticipation of the SSI program increasing the number of people
receiving payments because they are old ¢ -

Mr, Vowenrn, Yes, sir.

The Cuarrman. So that in order to extend the medical care to these
new beneficiaries under medicaid, Texas provided $163 million which
you estimate to be about what it would cost, and you would have a
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savings, if T understand your testimony, under the SSI, of about
468 million.

Mr. Vowerr. That is right, in State funds.

The Cramryan. All right. Well now. where Texas has provided
$163 million more for medical care for the people that the Federal
Government is making eligible for the SSI program, and the State
is receiving a savings of $68 million under the SST program, that
means that Texas would then have $95 million more State money be-
ing made available by Texas. And do I take it that even with that
as far as the cash benefit payment is concerned, you would still have a
lot of people suffering a cut?

Mr. Vowerr. That is right, sir,

The Cramyax. Now, in addition to that, you say that you found it
necessary to put up $6 million, What was that for?

Mvr. Vowerr. $6.5 million to try to provide social services to these
people who are now getting a special needs grant to keep them out
of a nursing home.

The Criamyan, T see.

Mr. Vowerr. I think Senator Bentsen veferred to them carlier,
those who needed more than housekeeping services but less than a
nursing home needs. We are trying to keep from sending them to ex-
pensive nursing homes.

The CmairMaN. You provide another $30 million for people in
nursing homes?

Mr. VoweLr. No, sir. This, it was denied because of constitutional
provision. The legislature——

The Ciramman, You tried to provide it for them.

Mr. Vowerr. The House put it in their bill and it went to conference
and it was ruled it would be unconstitutional.

The Crxrarrman. Do I understand from your statement that Texas is
providing over $100 million in addition for their aged people, not-
withstanding which many of them would still take a cut?

Mr. VowerL. Right. sir, and lose food stamps on top of that.

The CrairMAN. Now, would you mind explaining, Mr. Bonin, what.
is the situation that develo edy in Louisiana? We have heard testi-
mony here that Louisiana, for example, received a $30.million—will
receive a $30 million savings under the program. How does that de-
velop? How has the State reprogramed its funds with regard to the
fact that $30 million less would be necessary for cash assistance?

Mr. Bo~nin. The Governor and legislature just decided they were
going to take that savings and put it in another program. For instance,
half of it has gone into a mental retardation program. We are just
paying 56 percent of need in ADC. T was hoping to get, and we needed.
$22 million in State money to bring our ADC payments to a hundred
percent, of need and I was hoping to get some of that money to increasa
it, but T did get $2.5 million to raise from 56 to 60 percent of need and
this is the decision that the Governor and the legislature made.

Thge Cmatryman. So part of it was put into programs to help the
poor

Mr. Bonin, Right.

The Cramsan, Part of it might have gone into something else, T
a‘i%lllgxé.?but at least most of it was put into mental retardation and

V)
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Mr. Bonin. The present welfare program. Also, we are coming up
with an additional $6 million for our medicaid over and above what we
had this present fiscal year. And, speaking of medicaid, Senator, let
me make a statement. I heard the people from HEW say we were get-
ting 80 percent. I just found out HEW owes me a lot of money.
[Laughter.]

I have just been getting 73, I think, and I dropped down to 69 the
first of J ui . .

Senator %ENNETT. They corrected it and said 72 percent.

Mr. Boxnin. They did ? I did not hear it.

The CrHAIRMAN. They corrected it again and said it was 69 percent
because the income of our people went up somewhat.

I take it that it is your feeling that where your family category was
only getting less than 60 percent of need, and 3'our aged category would
be getting a lot more than 60 percent of need, as between the two you
felt that the mothers and children needed the money worse than the
aged because they were getting less than 60 percent of need and the
aged would be getting somewhere between 80 and a hundred percent of
nee

Mr. Boni. Right.

The CrairmaN. So that as-between the two you felt that the money
the State had would be better programed into providing medical care
for the sick and cash benefits to the children and the mothers who by
any objective tests, were suffering a greater degree of need than to pro-
gram that into supplementing the aged payments where, relatively
speaking, their degree of need was not as much ¢

Mr. Boxin. Very definitely, Senator.

The Crarmax. Now, had you gentlemen more or less thought that
this H.R. 1 was going to become law in such a fashion that the States
were going to receive something of a windfall?

Mr. Raper. That is what we thought after the Senate acted ; yes, sir.

Mr. VowerL. Senator, I believe you will recall last October ‘when I
visited with you briefly, I tried to forecast the $100 million additional
money that it would cost the State of Texas in medicaid benefits, We
keep a pretty good track of that. It would never be, it was never con-
sidered to be a windfall in our State. We probably did the most, broad-
est analysis of H.R. 1, which is a very complex piece of legislation. We
probably did; the Governor set up a task force to do this which I think
probably revealed to us many of the problems that we would be facing
today, and we have projected this increase in rolls and probably—in
one county, for instance, in my State, 71 percent of the people over 6i

rears of age are on old-age assistance. This is a very poor county. We
?mve several such counties in the State. We know the rolls will grow,
we are exfpecting the disabled group to (luadrup]e within the first 12
months of the new program. So what we have talked about, and I was
presiding when the Council of Welfare Administrators passed the res-
olution in April suggesting some delay in implementation beeause of
the lack of information at that time, and there were only two States,
I believe, that raised the question. One said, “We would like to have the
option opportunity.” I would like to see some test programs run. I have
been in trouble once in the vendor drug program with adequate test
runs on computer operations. I would like to see some tests made before
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they take on 6 million, and whatever it is, 100,000 people, it will be to
pa%checks in1day in January 1974.

oday, the States, and the majority of the States, that have com-
puterized rolls mail out a check on the first of the month along with
a medical eligibility card, medical eligibility for that month. ~

Now, the Treasury Department, so far as we can determine, will
never do this. Therefore, there are two mailings to the same individual
each month, and we have to wait until we receive the tape from SSI, if
we use their eligibility lists., So there is going to be sometimes a 2- to
10-day delay or maybe longer in getting out a medical eligibility when
the person may neegl, their medications, they may need to see the doctor,
maybe in the hospital the first day of the month. I think there are
many problems yet to surface in this area.

The Crairman. How many States are going to be able to extend
medicaid to the new beneficiaries under the SSI program?

Mr. Bontx. I do not have any figures on that.

The Cuairman, Have you any 1dea how many are going to do this?

Mr. Boxin. Senator, we can find out,

Mr, Vowenr. You have to provide medicaid under one of two
olitions. There is no alternative, you have to go the spend-down route,
which is the medical program or the SSI eligibility program. You are
going one way. This business of not providing these people as some-
thing locally—TI do not believe that a State can endure very long to tell
a person who receives the same amount or nearly the same amount of
SSI check each month where one receives medical benefits and the other
does not, it is hard to convince people that they are not being denied
something they are entitled to,

The Cirairaran. Do you have any indication, perhaps just an off-
hand guess, what percentage of the States are going _to take the
option of extending medical care to all the SSI beneficiaries?

Mr. VoweLL. Senator, in the last meeting of the Council of Admin-
istrators we could not make, I do not think we could arrive at, that
determination. I do not know today what, which route I will try to
take in our State, simply because we do not have the Federal regula-
tions and guidelines for, out of the Medical Services Administration,
for this. Miss Nelson, who was here, and the Secretary’s letter has
been helpful. But we have not seen the printed and the final regula-
tions so that we may be able to judge what is for the best interests of
our State,

Mr. Boxix, We will pick them up, Senator, even without looking
at the regulations. .

The CrARMAN, Are you saying Louisiana will be extending medi-
cal benefits to the SSI beneficiaries?

Mr. Boxin, That is right and, as you know, Senator, we have had
medicaid in Iouisiana a long time before the Federal Government
ever thought about it with our charity hospital system. - :

The Cramrman. While Louisiana may be criticized for not pro-
graming its money over into providing a supplement for those who are
presently on the rolls, it will be in gosition of criticizing other States
who cannot find the money to extend medicaid to the SSI beneficiaries.

Mr. Bonixn. Right.
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'The CuamrMax. So that some States will-be in position to do one
thing and some will be in position to do other things but a lot of them
will not be in position to do both,

Can you tell me how many States will there be who will not be in
position to do the two things, that is, to provide the health care to the
SSI beneficiaries and to assure that nobody get a cut ?

Mr. BoNiw. I do not know, sir.

Mr. Raper. Mr, Chairman, that question was asked at the meeting
last week of the State directors and, I believe, there were 40 of us
there. As I recall, there were 13 States which said they were going to
supplement through the Federal-Government, and of those 13 States,
however, there were a number of them that could not do both. So I
just do not know the answer to that question; I do not believe any-

ody knovws at this time.

*he Cirairyan. T hope you will help me obtain the answers to that
because I am satisfied that when we went to conference with our bill
that we had enough money in the bill so that the States would have
had no problem in providing whatever small amount might have been
necessary in order to supplement the SSI payment if supplementation
is necessary—and very few would have had to supplement at all—
and they would have had major savings which would have been avail-
able to them under their cash program and which, if they needed to do
so, could have been put over into the medicaid program.

When the bill came back from conference it had been so drastically
pared back that no one could tell just what it was going to do.

1 will have to confess my ignorance. I was informed that there was
going to be a grandfather clause in this measure to protect those States
where they had payments above the SSI. I understand now that the
way the grandfather clause work is if the State takes what it was
putting into ¢éash benefits and gives that to the Federal Government
then the Federal Government has a burden to protect whatever that
payment was. But my impression last year was that the grandfather
clause would operate without requiring the States to put up whatever
they had been putting into their cash program into the Federal till in
order to trigger a Federal burden under the grandfather clause.

Mr. VowerL., Senator, may 1 make one. other observation? You
mentioned grandfather. After the people who were denied last October
1, were phased back in for medicaid because of the social security
‘increase, there is a conflict in the present law, so far as our attorneys
and I believe, according to the HEW people, that those 19,000 in my
State would not be eligible for SSI and, therefore, they are not eligible
for medicaid. So you put a section in that bill. This is a conflict in the
language of the bill for those two items.

The Crzairman. Senator Bennett.

Senator Benyerr. Thank you.'I would like to ask each of you one
simple question :

When the bill was passed last December, and you first became
acquainted with it, did you understand that the Federal Government
was quaranteeing that your people would receive their present bene-
fits if they were above the minimums of $130 and $195 or did you
expect that if those rates were to be maintained, the States would have
to supplement above the $130 and $1951
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May I ask you first? )

Mr. Vowerr. When the bill passed, sir, T was under the impression
that all people on the rolls at that time would be phased into the
program,

Senator BENNETT. At what rates?

Mr. VowrLr, At the $130 and $195.

Senator Bexnerr, That is fine.

Mr. Vowerr. Let me go further now.

After, when T had submitted a budget in October—the first of
October—for the legislature, that bill negated my entire budget prac-
tically. and when we finaily finished the task force study which was
thousands of man-hours in February, it was obvious te us that there
were people who would not be covered under th: 3ST program—the
ineligible spouse—who are today eligible under all the rules that we
have today, plus other categories. that had special need, as T pointed
o;t. é)efore, ave not cared for, and others who—1I think we had some
17,000.

‘Senator BexNeTr. Yes, but in terms of all those who would be eligi-
ble, the limit of the Federal Government’s obligation was $130 and
$195. Did vou have that understanding?

Mr. Vowrrr., Except the fact, when it wis passed, T thought they
were all phased in later on, I think——

Senator Bex~err, Yes. But with respect to those who were eligible,
vou did not expect the Federal Government to pay anybody in Texas
more the $130 or $195, did you ? '

Mr. VowerLr. There are certain exceptions that you had in there and
there are other provisions in the bill, and they may be the limitations
on what we eall a homestead and the means allowance may vary from
what the Secretary’s regulations will have, you see. These things have
not been answered yet, Senator.

Senator BEx~erT. But the basic pattern, leaving out these differences
in eligibility—and that is what a homestead is, it is a difference in
eligibility—-—

Mr. VoweLr, Yes. -

Senator Ben~NerT [continuing]. Once a person has been determined
to be eligible, you assumed that they were going to receive, a single
person, not more than $130 or a couple $195. I know you have a prob-
lem in Texas, and we have discussed it here.

Mr, VoweLr. Yes, sir.

Senator Bexxerr. Now, Mr, Bonin, I assume that you made the
same assumption because, in answering the chairman a few monients
ago, you indicated that in Louisiana you made a conscious choice to
take this savings money and give it to the children rather than leave
it for benefits for the older people, because the older people were—-

Mr. Boxin, That is right, Senator. T understood it to be $180 and
$195 but I did not understand at that time that the essential person or
the spouse would no longer——

Senator Bex~err. That is a specific problem and I think we proba-
bly made a mistake. I think we overlooked that. But leaving that aside,
so far as the right of an eligible person to receive Iederal money, yon
assumed it was fixed as $130 per individual and $195¢ :
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Mr. Boxix.That is right, and I did not realize until the Secretary’s
letter was sent to the Governor 2 or 8 weeks a]go that some of ‘the
people in nursing homes would no longer be eligible,

Senator Bex~err. May T ask the same question of you, Mr. Rader.

Mer. Raver. Yes, sir. -

Senator Bexerr., When that bill came out, did you make the same
assumptions?

Mr. Raven. Yes, substantially, that is correct, Senator Bennett.

Senator Bexzerr. So there was no question. You did not believe
that the bill said the Federal Government was absolutely going to
maintain the levels that may have existed in your State?

Mr. Raber. I had the same impression Senator Long had, that
while it was in conference, that it was going to be grandfathered in.
Of course, I woke up to sad disappointment that it was not.

Senator Benxrerr. This is the middle of June. It is interesting to
me that this question has not been raised for 6 months or 514 months
if the problem occurred last January and you studied the bill, and I
would assume that you would have come up here earlier than this
to notify us of your problem. :

Mr. Boxix. Senator, we have been meeting with Senator Long,
some of his staff; we have met with Chairman Mills shortly after the
bill passed. I remember Senator Long told us, he says, “Look, we have
got, T want to tell you like LBJ tells me—I have got enough prob-
lems, we have got a year to work these things out, we will get
together.”

We met with Chairman Mills, and he indicated that there was a
lot of correction, and he amazed me the last time we met with him.
which was about 3 weeks ago. We left Senator Long and went to
Chairman Mills, and I am not trying to speak for the chairman, but
we asked him, was he aware of what Senator Long was working on?
He said, “Yes, I am supporting him all the way. I realize now we
made a mistake. We ougﬁt to repeal that bill.” This is a statement
that Chairman Mills made and the three of us with other——

Senator Bexxerr, Would you recommend that it be repealed today ?

Mvr. Raper. I would ; Yes, sir. '

Senator BexNETT. And we go back to the old system ?

Mr, Raner. Yes, sir.

Mr. Boxin. I would not. Senator. but 1 would like to see it cor-
rected. There are a lot of things that should be corrected.

Senator Bexyerr. I think there are a lot of things that can be
corrected. »

—  Mbr. Raner. Isay that if it is not going to be corrected. -

Mr, Vowrrr. Senator Bennett, can T raise one question, sir? You say
why have we not been here before. Well, T do not know how often
you meet, we do not ordinarily

Senator Bexxerr. We have been in business since the 20th of
January.

Mr. Vowrrr. With Senator Bentsen's staff we have discussed this.
and I mailed each member of the Texas delegation an analysis of the
H.R. 1, which we did. We have visited with Senator Long twice or
three times since the 1st of January, twice, I guess, a group of us. We
have had M. Stern in April before the Council of Welfare Adminis-
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trators to discuss some of these matters with him. So I am saying we
have not been quiet about it.

Senator Bexxrerr. Well, of course, maybe my feelings are hurt be-
cauﬁe nobody has approached me and indicated that there is such a

roblem,
b Mr. VowerLr. If I come by there, you are not representing my State,
if T come by someday you will be willing-to sit down and visit with
me, are you not ¢

Senator BExNETT. Sure, but now, it is after the fact.

Mur. Vowgrr. There will be some more facts coming up.

Senator BexxEerT. I have only one other comment, Mr, Chairman,
and then I am through. In your prepared statement, Mr. Bonin, you
say “We also call attention to one further factor in this regard. If the
option of continuing State administration is adopted, we assume that
those additional individuals who would become e{igible because of the
higher payvment level would be considered to be recipients of money
payvments from the State, Thus, it would be mandatory upon the States
to include them under the medicaid program.”

My staff man tells me that that is true and that would cost the Fed-
eral Government $800 million. That is a pretty good argument for
not going back to State administration or continuing State adminis-
tration because of that Farticulm‘ quirk in the medicaid law. So that
would add an additional cost of $800 million with respect to which the
Federal Government would have no option,

I have no further questions, Mr. Chairman.

The Cuairyan, Is that your understanding that if we retain State
administration, the Federal Government picking up the cost of it, that
the cost of medicaid would increase by $800 million ¢

Mr, Bonix. I think you would still have, whether we administer it
or social security, because they have got to be eligible for SSI to be
eligible for, the money payment to be eligible for, medicaid.

Senator Bexxerr. T think the difference, Mr. 'Chairman, is that
under this law, if you have Federal administration there is a.choice as
to the extent to which the newly eligible will be covered but if you
leave State administration under the present law everybody who is
eligible must be covered and that is where the mandatory $800 million
comes in.

The Cratryax. Well, your problem as it stands right now———

Mr. Bo~ix, That is not in your proposal. T just threw that in.

Senator Bex~rrr. That is the present law.

Mr, Bosiv, Yes.

Senator BExXNETT. So you do not need it. Tt is not in our bill. it is
the present law and we would be forced to live up to it if we left
admmistration in your hands.

The Crrairaan. When you talk about the increased cost of the pro-
gram you are suggesting that if the Federal Government paid 100 per-
cent of the cost of the cash benefits, then you think it also would be
desirable for it to pay 100 percent of the medicaid, is that what yon
are talking about?

Mr, BoNiN. Yes.

The Cirairyax. That is an entively different matter, that is not some-
thing I was suggesting here.
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Senator BEnNETT. This is only half, and the States would have an-
other $800 million to do that.

The Crrarryan. Am I correct or not ?

Senator Bex~rkrr. This is what the staff gives me.

Mr. Bo~nix. That is what Jay is telling you.

The Cramryan. You mean that today under the present State wel-
fare rolls, the load they have today, let us see if I understand it, you
mean-it will take $800 million more at the Federal and State level to
extend medicaid to the people who are on the present rolls? If that
is the case I am surprised.

Mr. Boxiw. This 1s what Jay said.

Senator BenyerT. They are those who would be made newly eligi-
ble when we move into the new program.

The Citamraran, You mean by extending the $130 and $195 with-
out doing the other things to liberalize the eligibility, that it would
still cost $800 million to the Federal Government and a somewhat sim-
ilar amount to the States in order to extend medical care to the people
newly made available by providing this uniform $130 and $195 stand-
ard; is that what we are talking about?

" Senator Bexxert. That is my understanding of it. T get it from the
statement here in the testimony that because of the quirk in the law
if this remains to be administered by the States under the present law
anybody who is eligible under the State law is automatically cligible
for medicaid. and this would automatically make all of these eligible
for medicaid and on that basis there woud be $1 billion 600 million
additional medicaid coverage split between the Federal Government
and the States,

Mr. Bow~iN. But, Senator, what we are talking about here——

Senator BenNerr. That is what T am talking about.

Mr. Bonin, We are not talking about all of the people under SSI.
We are just talking about postponing SSI for 1 vear and because -
of going up to 130 then we }mve new people eligible in our States.

Senator BeNNETT. Yes, and because the law says if they are eligible
in the State they must automatically get medicaid, this becomes man-
datory for those people to the tune of $1.6 billion.

Mr. Vowerr. What we are discussing, thouﬁh, Senator, is not speed-
ing up but slowing down the intake process. Through State administra-
tion you would not be doubling your rolls certainly, on January 1. It
is a slowdown proposition, I think, was needed.

Senator BENNETT. If the Federal Government administers it I
think there is some leeway in medicaid eligibility. But if you admin-
ister it, there is no choice, is that right? That is what the staff tells
me. R

Senator Packwoop. I have some questions, Mr. Chairman, if I
may ask them.

he Criamryman. There is no reason why we cannot amend the law
if ‘we want to, to say you do not have to extend additional medical
benefits, but if we are going to make more people eligible and not
make them eligible for medical care we had better face that with our
eves wide open rather than get into a situation we are in right now
where HEW tells us everything is fine, and what you find are all
sorts of people are going to take a cut.
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In addition to that, when you double the welfare rolls only half
the people are going to be cligible for medicaid, and you have prob-
lems with nursing homes and elsewhere that one is not quite aware
of. We are faced with a serious problem that you people have been
trying to work with and I just wish that HEW had done one quarter
as much to alert me to the problems that are going to exist in Janu-
ary as the State administrators have alerted me about. HEW was
around every step at the time we {)assed this bill and theydid not alert
me to any of this, and so frankly, I think it is about 3 months ago
that the State administrators started alerting me to the problems that
really did exist and I was shocked when I first heard about it, and the
more I hear about it the more concerned T get.

Now, from the point of view of the State administrators, it sounds
to me as though you were saying it was fine to extend these payments
to all these new people who are not presently on the rolls, in effect
doubling the rolls, if you could afford to do that, but that it did not
make much sense if you were hard pressed for doﬁlars, as every State
administrator has been who has been administering the program, to
go put all of these new people on the rolls some of whom never even
expected to receive a check and who were not aware of any reason why
they should be getting one, when you were tgoing to do it at the ex-
pense of cutting back on a great number of other people who, rela-
tively speaking, were more deserving. That is part of it, is it not?

Mr. Raper. That is correct.

The Crratkyax. What you people are saying is you can do one of
two things: You can save more money by postponing the liberality
and doubling the people on the rolls, and in doing that, saving a great
deal of money. you can go on ahead and take those deserving cases
vou have and provide them with medical care as well as the cast
payments, :

Mpr. Raper. That is correct.

The CuarryaN, Or in the alternative, you are going to have a pro-
gram that is going to have all sorts of complaints. Half the %)eop]e
who are on the rolls will not be getting medical care and half of them
will and that is hard to explain to the people who are not receiving
it, and a lot of people on the rolls are in prospect of having their
checks cut while other people are being added to receive checks that
they never expected. That is part of the problem that faces us in
January; is it not ?

My, Raner. That is correct.

The Cramyax. And you made your suggestions of how you think
this can be handled. You have discussed this with the other welfare
administrators, I take it,

Senator Bex~err. This is a resolution from them. Mr, Chairman,

"The Cwairman. About how many of them seem to agree that this

would be about the approach that would seem preferable?

Mr. Raper. Mr, Chairman, the day that vote was taken only Kansas,
and T made the amendment, the motion was not mine but T did it, and
suggested an amendment that would permit; provided that any State
would have the option in proceeding with the conversion to the SST
program on January 1, 1974, Kansas was the only State represented
that day, and I believe we were all 45 States there that day, Mr. Bonin
says, whose legislatures had made provision.
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Now, to be specific, the thing that T am afraid of in this bill is this.
There is always a tendency, yon know, for more liberalization, and
Oklahoma has a pretty liberal program. eligibilitywise, to where we
have about 110.000 adults in the population of 214 million. Now,
. when you double it our legislature thinks it is too liberal and they
will not appropriate a penny to supplement it, not one red penny. So.
I am directed by legislative resolution to not send money up to Wash-
ington to be administered by the Federal Government, when we have
no control over the eligibility, and T do not believe the Secretary has
yet determined, and if he has he has not advised me or, to my knowl-
edpﬁa, any other Director, what the eligibility requirements are going
to be. They trim them down some from time to time. but they still
come out with the same figure, and I think, I would think that yon
are in pretty good shape if you could own an automobile worth £2.700,
it is a better automobile than T drive, and have $1,500 in cash and
go on and on. I think it is too liberal.

Senator Ben~erT. If we are not careful —

Mr, Raper. My legislature in Oklahoma thinks it is too liberal,

Senator Bexyerr. We are going to make it more liberal if we
proceed to say.the Federal Government will pick up the present levels
and you are free with all the money you saved to add on top of it if
you want to.

The Cuatrmax. But here is the problem we are talking about. Yon
are saying that the State of Oklahoma, where you had a liberal mateh-
ing program

Mr. Raper. Yes.

The Cuatraax. That the State put up its share to pay for all these
people whom you thought ought to be on the rolls considerinig the fact
that the Federal Government will pay the big end of the cost of it.
Now, having done that, the Federal Government doubles the rolls?

Mr. Raper. That is right.

The Cnatrmax. And at that point you feel that the legislature says:

Well, if the Federal Government thinks-they can afford to be all that liberal.
that is too rich for our blood. But more power to them. If they want to take over,
OK, but we do not think we can afford to be that liberal.

Mvr. Raper. We have never stopped the payment at Federal match-
ing, we have taken whatever money we lmdl available from the revenue
and sales tax and every one of our payments is above the Federal aver-
age, the matching in ADFC it is about $10 a person above the cutoff.

“The CratrmaxN. Now, do I take it that your legislature has felt that
you ought to extend medical care to these people made eligible for the
Federal program or not?

Mr. Raper. No, they do not.

The Cirairyan. They do not ?

Mr. Raper. They do not and will not.

The CHAirMAN. So their feeling is——

Mr. Rapber, They arve leaving us in this position. my directions from
the legislature are to let the lgedom] Government run their program
however they see fit, and we will run ours. And we will supplement,
we will take care of those ineligibles, as you call them. the ineligible
spouses, and any person in the home, we will take our money te take
care of the most needy people but we are not going to participate in
this runaway program tﬁat HEW is talking about.
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The Cuairman. Let me see if I have this straight. Looking at the
requirements in this bill, you say it will cost Oklahoma, even though
t;:oy are not extending medicaid to the new eligibles, $17 million more
than——

Mr. Rapkr. In State money than we spent last year.

The Cuamsran. It will cost them $17 million more than they are
getting because of the additional Federal payment ?

Mr. Raper. Well, the additional action of the Federal Government
and interpretations of HEW, actionsthat some of them, as I pointed
ont to Senator Bennett about the screening, of course, that is an
action

Senator Bex~xwrr. This is outside of this program entirely.

Mr. Raper. Yes, sir, T understand it.

Senator Bex~err. If this program did not exist it would still cost
the State of Oklahoma more in the areas.

My, Rankr. That is correct.

Senator Bexxerr. So it does not impinge on the present consid-
cration.

The Cuararan, Let us understand that, it is all wrapped up in
the same bill. ILR. 1 when it became law imposed these requirements
on Oklahoma which you say will cost Oklahoma $17 miilion more
than yvou will save on vour aged program; is that right ?

M. Raper. Yes, sirv, that is right. :

The Ciamyax. So that if they are talking about any windfall in
Oklalioma, just forget about the windfall, The mandatory require-
ments ples the matehing requirements, will cost Oklahoma $17 million
more. Will you please make available to our staff so we can study
it. the breakdown in Oklahoma of what is required, by H.R. 1 that
will cost %17 million more than what was saved to you by the SSI
program?

Mr. Ranen. Yes, sir.*

Senator Bexyerr. Will you tell us how much revenue-sharing money
Oklahoma gets which is available for any purpose including this?

The Cramraran, I can tell you how much they get. They get about
$40 million at the State level and that is subject to the stipulation
they cannot use it for matching. ’

Senator Bex~xerr, But this is not matching.

The Cuamraan. But the point is that the $40 million that the State
of Oklahoma gets under the law we passed is under conditions where
they arve forbidden to match that in a Federal program so that they
cannot use it for this.

Senator Bexxerr, You and T knew when that law was being con-
sidered. We realized that it was a paper wall because they use other
funds for matching and then use the $40 million to make up the
other funds, it is that simple.

The Ciammarax, My impression was that we had this one pinned
down where they cannot use revenue-sharing funds for matching,.

My impression is we pinned that program down where they had
to put new taxes on to pay for that new program or show they dis-
pensed with a service they were previously providing, and that they

At presstime, June 22, 1973, the material referred to had not been recelved.
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cannot use either directly or indirectly their révenue-sharing money
to put in these matching programs. I will be glad to check it out.

Senator Bennerr. I want to make one comment. These three gen-
tlemen sitting before us—Mr. Rader, representing Oklahoma, indi-
cates he is from a State that will supplement. -

Mr. Rapbgr. That is incorrect.

Senator Bexnerr. That is a statement that comes from the staff be-
£or(;1 us. Oklahoma will supplement from the availability of State

unds.

Mr. Raper. Oklahoma will do what I told you we are going to do
but we are not going to supplement through the Federal Government.
We are not going to tie our eligibility to the eligibility, the factor of
eligibility, to be determined by the Secretary.

The Crramrarax, Let us understand what that means. If I understand
what you have told me, and I tried to reconcile that to that mark being
in that list that Oklahoma will supplement, what that means is that
on an entirely State basis, without sending any money to Washington,
Oklahoma would propose to take a look at these people who will lose
benefits because of the enactment of SSI.

Mr, Raper. Yes, sir.

The Crmamyax, And Oklahoma will add something at the State
level but you do not propose to give anything to Washington for Wash-
ington to use to supplement?

Mr. Raper. I already have been told I could not send a penny up
hiere, Senator.

The Crrairyray. Although the State legislature is willing to give you
some money to take care of the most deserving cases?

Mr. Raver. Yes. sir.

The Ciamyax. Under a State program, with no Federal matching.

Mr. Raper. Purely State program, no matching by the Federal Gov-
ernment, Purely taken care of by the State. In other words, the atti-
tude of the legislature and the chief exceutive in Oklahoma is to let
the Federal Government administer their program as they see fit, and
we will administer ours. That does not mean we do not want to visit~
with you, counsel with you.

Senator Buxxrerr. It means in effect that the people will get a supple-
ment, they will get two checks instead of one.

Mr. Raver. Well, T do not know.

Senator Bex~err. Maybe three.

Mr. Raper. When the Secretary gets through interpreting there may
nq%lbﬁ any money left for supplementation, I do not know. I hope there
will be.

Senator Bexxerr. OK,

Mr. Chairman, I had a date at 12:30 and if we are going very much
further . ‘

The Ciraraan, No, I am through. -

Senator BexNErr. I am through.

The Cirairaan. So am I, unless you want to ask something for the
record. Thank you very much. :

[ Whereupon, at 1 p.m., the hearing was concluded.]




